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(Exact name of registrant as specified in its charter)

MARYLAND 23-6858580
(State or other jurisdiction of (I. R. S. Employer
incorporation or organization) Identification No.)

UNIVERSAL CORPORATE CENTER
367 SOUTH GULPH ROAD
KING OF PRUSSIA, PENNSYLVANIA 19406
(Address of principal executive offices) (Zip Code)

Registrant s telephone number, including area code (610) 265-0688

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes = No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See the definitions of large accelerated filer , accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large accelerated filer ~ Accelerated Filer X

Non-accelerated filer Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act) Yes © No x

Number of common shares of beneficial interest outstanding at October 31, 2009 11,901,119
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Part 1. Financial Information
Universal Health Realty Income Trust
Condensed Consolidated Statements of Income
For the Three and Nine Months Ended September 30, 2009 and 2008

(amounts in thousands, except per share amounts)

(unaudited)
Three Months Nine Months
Ended September 30, Ended September 30,
2009 2008 2009 2008

Revenues:
Base rental - UHS facilities $ 3,640 $ 3,347 $ 10,737 $ 9,505
Base rental - Non-related parties 2,566 2,559 7,720 7,399
Bonus rental - UHS facilities 1,022 898 3,167 2,969
Tenant reimbursements and other - Non-related parties 639 584 2,064 1,669
Tenant reimbursements and other - UHS facilities 57 38 139 100

7,924 7,426 23,827 21,642
Expenses:
Depreciation and amortization 1,623 1,517 4,747 4,372
Advisory fees to UHS 412 408 1,191 1,151
Other operating expenses 1,468 1,211 4,510 3,516

3,503 3,136 10,448 9,039
Income before equity in income of unconsolidated limited liability companies ( LLCs ) and
interest expense 4,421 4,290 13,379 12,603
Equity in income of unconsolidated LLCs 750 567 2,516 1,608
Interest expense, net (600) (651) (1,876) (1,688)
Net income $ 4,571 $ 4206 $14,019 $12,523
Basic earnings per share $ 038 $ 035 $ 118 $ 1.06
Diluted earnings per share $ 038 $ 035 $ 118 $ 105
Weighted average number of shares outstanding - Basic 11,884 11,855 11,873 11,849
Weighted average number of share equivalents 4 37 7 37
Weighted average number of shares and equivalents outstanding - Diluted 11,888 11,892 11,880 11,886

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

(unaudited)

Assets:

Real Estate Investments:
Buildings and improvements
Accumulated depreciation

Land
Construction in progress

Net Real Estate Investments

Investments in and advances to limited liability companies ( LLCs )

Other Assets:

Cash and cash equivalents

Base and bonus rent receivable from UHS

Rent receivable - other

Deferred charges, notes receivable and intangible and other assets, net

Total Assets

Liabilities:

Line of credit borrowings

Mortgage notes payable, non-recourse to us

Mortgage, construction and other loans payable of consolidated LLCs, non-recourse to us
Accrued interest

Accrued expenses and other liabilities

Tenant reserves, escrows, deposits and prepaid rents

Total Liabilities

Equity:

Preferred shares of beneficial interest, $.01 par value; 5,000,000 shares authorized; none issued and
outstanding

Common shares, $.01 par value; 95,000,000 shares authorized; issued and outstanding: 2009 -
11,899,849 2008 -11,865,919

Capital in excess of par value

Cumulative net income

Cumulative dividends

Table of Contents

September 30,
2009

$ 206,578
(70,829)

135,749
19,348

155,097

60,311

1,818
2,030

741
6,250

$ 226,247

$ 50,200
6,732

27,497

154

2,573

782

87,938

119
189,652
352,737

(404,414)

December 31,
2008

$ 191,761
(66,255)

125,506
19,348
9,795

154,649

56,462

618
1,982
945
6,400

$ 221,056

$ 39,000
6,892
25,800

190

3,196

883

75,961

119
189,347
338,718

(383,256)
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Total Universal Health Realty Income Trust Shareholders Equity 138,094
Third-party equity interests 215
Total Equity 138,309
Total Liabilities and Equity $ 226,247

See accompanying notes to condensed consolidated financial statements.
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Universal Health Realty Income Trust

Condensed Consolidated Statements of Cash Flows

(amounts in thousands)

(unaudited)

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization

Changes in assets and liabilities:

Rent receivable

Accrued expenses and other liabilities

Tenant reserves, escrows, deposits and prepaid rents

Accrued interest

Other, net

Net cash provided by operating activities

Cash flows from investing activities:

Investments in LLCs

Repayments of advances made to LLCs

Advances made to LLCs

Cash distributions in excess of income from LLCs
Cash distributions of refinancing proceeds from LLCs
Advances made to third-party partners

Acquisition of real property

Additions to real estate investments

Net cash used in investing activities

Cash flows from financing activities:

Net borrowings on line of credit

Net borrowings from third-party partner

Net borrowings from mortgage, construction and other loans payable of consolidated LLCs
Repayments of mortgage notes payable

Dividends paid

Dividend equivalent rights paid

Issuance of shares of beneficial interest

Net cash used in financing activities

Increase in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental disclosures of cash flow information:

Table of Contents

Nine months ended September 30,

2009
$ 14,019
4,747

156

26
(101)
(36)

231

19,042

(8,188)
630

(2,142)
3,020
2,789

(5,838)

(9,679)

11,200

1,697
(160)
(21,158)
(213)

471

(8,163)

1,200
618

$ 1,818

$

2008

12,523
4,372

(942)
302
179

18
235

16,687

(6,276)
43
(1,600)
2,277
2,542
(3,960)
4,714)
(3,320)

(15,008)
18,900
65
212
(139)
(20,741)

422

(1,281)

398
1,131

1,529
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Interest paid $ 1,853 $ 1,651

Debt assumed in acquisition of real estate $ $ 3,364

See accompanying notes to condensed consolidated financial statements.
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NIVERSAL HEALTH REALTY 1 ME TRUST

NOTES T DENSED CONSOLIDATED FINANCIAL STATEMENT

September 30, 2009

(unaudited)
(1) General

This Report on Form 10-Q is for the Quarterly Period ended September 30, 2009. In this Quarterly Report, we, us, our andthe Trust refer to
Universal Health Realty Income Trust.

You should carefully review all of the information contained in this Quarterly Report, and should particularly consider any risk factors that we

set forth in this Quarterly Report and in other reports or documents that we file from time to time with the Securities and Exchange Commission

(the SEC ). In this Quarterly Report, we state our beliefs of future events and of our future financial performance. In some cases, you can identify

those so-called forward-looking statements by words such as may, will, should, could, would, predicts, potential, continue, exf
future, intends, plans, believes, estimates, appears, projects and similar expressions, as well as statements in future tense. You should t

that those statements are only our predictions. Actual events or results may differ materially. In evaluating those statements, you should

specifically consider various factors, including the risks outlined in Item 2- Management s Discussion and Analysis of Financial Condition and

Results of Operations, under Forward Looking Statements and Certain Risk Factors as disclosed in this Quarterly Report on Form 10-Q for the

period ended September 30, 2009 and as outlined in Item 1A-Risk Factors as disclosed in our Annual Report on Form 10-K for the year ended

December 31, 2008. Those factors may cause our actual results to differ materially from any of our forward-looking statements.

Our future results of operations could be unfavorably impacted by continued deterioration in general economic conditions which could result in
increases in the number of people unemployed and/or uninsured. Should that occur, it may result in decreased occupancy rates at our medical
office buildings as well as a reduction in the revenues earned by the operators of our hospital facilities which would unfavorably impact our
future bonus rentals (on the UHS hospital facilities) and may potentially have a negative impact on the future lease renewal terms and the
underlying value of the hospital properties. Additionally, the general real estate market has been unfavorably impacted by the deterioration in
economic and credit market conditions which may adversely impact the underlying value of our properties. The ongoing tightening in the credit
markets and the instability in the banking and financial institutions has not had a material impact on us. However, there can be no assurance that
continued deterioration in credit market conditions will not have a material unfavorable impact on our ability to finance our future growth
through borrowed funds.

In this Quarterly Report on Form 10-Q, the term revenues does not include the revenues of the unconsolidated limited liability companies
( LLCs ) in which we have various non-controlling equity interests ranging from 33% to 99%. We currently account for our share of the
income/loss from these investments by the equity method (see Note 5). As of September 30, 2009, we had investments or commitments in
thirty-one LLCs, twenty-eight of which are or will be accounted for by the equity method and three that are currently consolidated in our
financial statements.

The financial statements included herein have been prepared by us, without audit, pursuant to the rules and regulations of the SEC and reflect all
normal and recurring adjustments which, in our opinion, are necessary to fairly present results for the interim periods. Certain information and
footnote disclosures normally included in financial statements prepared in accordance with generally accepted accounting principles have been
condensed or omitted pursuant to such rules and regulations, although we believe that the accompanying disclosures are adequate to make the
information presented not misleading. It is suggested that these financial statements be read in conjunction with the financial statements,
accounting policies and the notes thereto included in our Annual Report on Form 10-K for the year ended December 31, 2008. Certain prior year
amounts have been reclassified to conform with current year financial statement presentation.

(2) Relationship with Universal Health Services, Inc. ( UHS ) and Related Party Transactions

Leases: We commenced operations in 1986 by purchasing the real property of certain subsidiaries from UHS and immediately leasing the
properties back to the respective subsidiaries. Most of the leases were entered into at the time we commenced operations and provided for initial
terms of 13 to 15 years with up to six additional 5-year renewal terms, with base rents set forth in the leases effective for all but the last two
renewal terms. The base rents are paid monthly and each lease also provides for additional or bonus rents which are computed and paid on a
quarterly basis based upon a computation that compares current quarter revenue to a corresponding quarter in the base year. The leases with
subsidiaries of UHS are unconditionally guaranteed by UHS and are cross-defaulted with one another.
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The combined revenues generated from the leases on the UHS hospital facilities accounted for approximately 51% and 53% of our total revenue
for the three months ended September 30, 2009 and 2008, respectively, and 51% and 56% for the nine months ended September 30, 2009 and
2008, respectively. Including 100% of the revenues generated at the unconsolidated LLCs in which we have various non-controlling equity
interests ranging from 33% to 99%, the leases on the UHS hospital facilities accounted for approximately 20% of the combined consolidated and
unconsolidated revenue for both of the three month periods ended September 30, 2009 and 2008, and 20% and 21% for the nine months ended
September 30, 2009 and 2008, respectively. In addition, eleven medical office buildings ( MOBs ), plus one additional MOB currently under
construction, owned by a LLC in which we hold various non-controlling equity interests, include or will include tenants which are subsidiaries
of UHS.

Pursuant to the Master Lease Document by and among us and certain subsidiaries of UHS, dated December 24, 1986 (the Master Lease ), which
governs the leases of all hospital properties with subsidiaries of UHS, UHS has the option to renew the leases at the lease terms described below
by providing notice to us at least 90 days prior to the termination of the then current term. In addition, UHS has rights of first refusal to:

(1) purchase the respective leased facilities during and for 180 days after the lease terms at the same price, terms and conditions of any

third-party offer, or; (ii) renew the lease on the respective leased facility at the end of, and for 180 days after, the lease term at the same terms

and conditions pursuant to any third-party offer. UHS also has the right to purchase the respective leased facilities at the end of the lease terms or
any renewal terms at the appraised fair market value. In addition, during 2006, as part of the overall asset exchange and substitution proposal
relating to Chalmette Medical Center ( Chalmette ), as well as the early five year lease renewals on Southwest Healthcare System-Inland Valley
Campus ( Inland Valley ), Wellington
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Regional Medical Center ( Wellington ), McAllen Medical Center ( McAllen ) and The Bridgeway ( Bridgeway ), we agreed to amend the Master
Lease to include a change of control provision. The change of control provision grants UHS the right, upon one month s notice should a change
of control of the Trust occur, to purchase any or all of the four leased hospital properties at their appraised fair market value.

The table below details the renewal options and terms for each of the four UHS hospital facilities:

Annual Renewal
Minimum Term
Hospital Name Type of Facility Rent End of Lease Term  (years)
McAllen Medical Center Acute Care $ 5,485,000 December, 2011 20(a)
Wellington Regional Medical Center Acute Care $ 3,030,000 December, 2011 20(b)
Southwest Healthcare System, Inland Valley Campus Acute Care $ 2,648,000 December, 2011 20(b)
The Bridgeway Behavioral Health $ 930,000 December, 2014 10(c)

(a) UHS has four 5-year renewal options at existing lease rates (through 2031).

(b) UHS has two 5-year renewal options at existing lease rates (through 2021) and two 5-year renewal options at fair market value lease rates
(2022 through 2031).

(c) UHS has two 5-year renewal options at fair market value lease rates (2015 through 2024).

We are committed to invest up to a total of $8.6 million in equity and debt financing, of which $4.6 million has been funded as of September 30,

2009, in exchange for a 95% non-controlling equity interest in an LLC (Palmdale Medical Properties) that constructed, owns, and operates the

Palmdale Medical Plaza, located in Palmdale, California, on the campus of a UHS hospital. This MOB has a triple net, 75% master lease

commitment by UHS of Palmdale, Inc., a wholly-owned subsidiary of UHS, pursuant to the terms of which the master lease for each suite will

be cancelled at such time that the suite is leased to another tenant acceptable to the LLC and UHS of Palmdale, Inc. This MOB, tenants of which

will include subsidiaries of UHS, was completed and opened during the third quarter of 2008 at which time the master lease commenced. Based

upon the executed leases and letter of intent commitments in place as of September 30, 2009, the master lease threshold of 75% has not been

met. The LLC has a third-party term loan commitment of $7.2 million, which is non-recourse to us, of which $7.2 million has been borrowed as

of September 30, 2009. This LLC, which is deemed to be a variable interest entity, is consolidated in our financial statements as of

September 30, 2009 since we are the primary beneficiary.

We are committed to invest up to $5.4 million in debt or equity, of which $238,000 has been funded as of September 30, 2009, in exchange for a
95% non-controlling equity interest in an LLC (Banburry Medical Properties) that developed, constructed, owns and operates the Summerlin
Medical Office Building III, located in Las Vegas, Nevada, on the campus of a UHS hospital. Summerlin Hospital Medical Center ( Summerlin
Hospital ), a majority-owned subsidiary of UHS, has committed to lease approximately 25% of this building pursuant to the terms of a 10-year
flex lease. In addition, Summerlin Hospital has committed to a 50% master lease on the remaining 75% of the building (representing 37.5% of
the building) pursuant to the terms of which the master lease for each suite will be cancelled at such time that the suite is leased to another tenant
acceptable to the LLC and Summerlin Hospital. This MOB, tenants of which will include subsidiaries of UHS, was completed and opened
during the first quarter of 2009 at which time the master lease commenced. Based upon the executed leases and letter of intent commitments in
place as of September 30, 2009, the master lease threshold has not been met. The LLC has a third-party construction loan commitment of $14.4
million, which is non-recourse to us, of which $12.1 million has been borrowed as of September 30, 2009. This LLC, which is deemed to be a
variable interest entity, is consolidated in our financial statements as of September 30, 2009 since we are the primary beneficiary.

We are committed to invest up to a total of $4.8 million in equity and debt financing, of which $24,000 has been funded as of September 30,
2009, in exchange for a 95% non-controlling equity interest in an LLC (Texoma Medical Properties) that will develop construct, own and
operate the Texoma Medical Plaza located in Denison, Texas, on the campus of a replacement UHS acute care hospital. Texoma Medical Center
( Texoma Hospital ), a wholly-owned subsidiary of UHS, has committed to lease 75% of this building, pursuant to which the master lease for
each suite will be cancelled at such time that the suite is leased to another tenant acceptable to the LLC and Texoma Hospital. This MOB,
tenants of which will include subsidiaries of UHS, is scheduled to be completed and opened in late 2009 or early 2010, at which time the master
lease will commence. This LLC has a third-party construction loan commitment of $13.3 million, which is non-recourse to us, of which $2.7
million has been borrowed as of September 30, 2009. As this LLC is not considered to be a variable interest entity, it is accounted for under the
equity method.

We are committed to invest up to a total of $4.7 million in equity and debt financing, of which $1.1 million has been funded as of September 30,
2009, in exchange for a 95% non-controlling equity interest in an LLC (Auburn Medical Properties) that developed constructed, owns and
operates the Auburn Medical Office Building II, located in Auburn, Washington, on the campus of a UHS hospital. Auburn Regional Medical

Table of Contents 12



Edgar Filing: UNIVERSAL HEALTH REALTY INCOME TRUST - Form 10-Q

Center ( Auburn Hospital ), a wholly-owned subsidiary of UHS, has committed to lease 75% of this building, pursuant to which the master lease
for each suite will be cancelled at such time that the suite is leased to another tenant acceptable to the LLC and Auburn Hospital. The master

lease threshold on this MOB has been met. This MOB, tenants of which include subsidiaries of UHS, was completed and opened in September,
2009. This LLC has a third-party construction loan commitment of $8.4 million, which is non-recourse to us, of which $7.4 million has been
borrowed as of September 30, 2009. As this LLC is not considered to be a variable interest entity, it is accounted for under the equity method.
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UHS Other Matters: UHS, together with its South Texas Health System affiliates, which operate McAllen Medical Center, were served with a
subpoena dated November 21, 2005, issued by the Office of Inspector General of the Department of Health and Human Services ( OIG ). At that
time, the Civil Division of the U.S. Attorney s office in Houston, Texas indicated that the subpoena was part of an investigation under the False
Claims Act regarding compliance with Medicare and Medicaid rules and regulations pertaining to the payments to physicians and the solicitation
of patient referrals from physicians from January 1, 1999 to the date of the subpoena, related to the South Texas Health System. On February 16,
2007, UHS s South Texas Health System affiliates were served with a search warrant in connection with what UHS had been advised was a
related criminal Grand Jury investigation concerning the production of documents. At that time, the government obtained various documents and
other property related to the facilities. Follow-up Grand Jury subpoenas for documents and witnesses and other requests for information were
subsequently served on South Texas Health System facilities and certain UHS employees and former employees.

UHS has advised us that they have received notification from the U.S. Department of Justice ( DOJ ) that, at this time, the DOJ will not be
pursuing criminal prosecutive action against UHS or its South Texas Health System affiliates. The DOJ is still investigating whether or not any
individuals independently obstructed justice as it relates to the civil subpoena dated November 21, 2005. The Civil Division of the U.S.
Attorney s office in Houston, Texas continued its investigation focused on certain arrangements entered into by the South Texas Health System
affiliates which, the government believed, may have violated Medicare and Medicaid rules and regulations pertaining to payments to physicians
and the solicitation of patient referrals from physicians and other matters relating to payments to various individuals which may have constituted
improper payments. UHS cooperated with the investigations and has reached an agreement to resolve the matter. UHS has agreed to make a
payment in the amount of $27.5 million, which was paid in October, 2009, and has entered into a corporate integrity agreement with respect to
the South Texas Health Systems facilities. During 2008, UHS recorded a pre-tax charge of $25 million to establish a reserve in connection with
this matter and they reserved an additional $3 million during 2009. Also during 2009, UHS recorded a $4.3 million unfavorable discrete tax item
to reflect the estimated nondeductible portion of the amount reserved. UHS does not expect to incur additional material charges with respect to
this matter.

UHS has advised us that, during the third quarter of 2009, Southwest Healthcare System ( SWHCS ), a wholly-owned subsidiary of UHS which
operates Rancho Springs Medical Center (the real property of which is not owned by us) and Inland Valley Regional Medical Center ( Inland
Valley the real property of which is owned by us) in Riverside County, California, entered into an agreement with the Center for Medicare and
Medicaid Services ( CMS ). The agreement required SWHCS to engage an independent quality monitor to assist SWHCS in meeting all CMS
conditions of participation. Further, the agreement provides that between the approximate dates of November 15, 2009 and January 15, 2010,
CMS will conduct a full Medicare certification survey. While UHS has advised us that it believes that SWHCS has complied with all obligations
under the agreement, there can be no assurance as to the outcome of such a survey or that the outcome would not have a material adverse effect
on UHS. While the base rentals on Inland Valley are guaranteed by UHS through the end of the existing lease term (December, 2011), should
this matter adversely impact the future revenues and/or operating results of SWHCS, the future bonus rental earned by us on Inland Valley, and
the underlying value of the property, may be materially adversely impacted. Bonus rental revenue earned by us from Inland Valley amount to
$826,000 during the nine months ended September 30, 2009 and $1.0 million during the twelve months ended December 31, 2008.

Advisory Agreement: UHS of Delaware, Inc. (the Advisor ), a wholly-owned subsidiary of UHS, serves as Advisor to us under an Advisory
Agreement (the Advisory Agreement ) dated December 24, 1986. Under the Advisory Agreement, the Advisor is obligated to present an
investment program to us, to use its best efforts to obtain investments suitable for such program (although it is not obligated to present any

particular investment opportunity to us), to provide administrative services to us and to conduct our day-to-day affairs. In performing its services
under the Advisory Agreement, the Advisor may utilize independent professional services, including accounting, legal, tax and other services,

for which the Advisor is reimbursed directly by us. The Advisory Agreement expires on December 31 of each year; however, it is renewable by

us, subject to a determination by the Trustees who are unaffiliated with UHS (the Independent Trustees ), that the Advisor s performance has been
satisfactory. The Advisory Agreement may be terminated for any reason upon sixty days written notice by us or the Advisor. The Advisory
Agreement has been renewed for 2009. All transactions between us and UHS must be approved by the Independent Trustees.

The Advisory Agreement provides that the Advisor is entitled to receive an annual advisory fee equal to 0.60% of our average invested real
estate assets, as derived from our consolidated balance sheet. The average real estate assets for advisory fee calculation purposes exclude certain
items from our consolidated balance sheet such as, among other things, accumulated depreciation, cash and cash equivalents, base and bonus
rent receivables, deferred charges and other assets. The advisory fee is payable quarterly, subject to adjustment at year-end based upon our
audited financial statements. In addition, the Advisor is entitled to an annual incentive fee equal to 20% of the amount by which cash available
for distribution to shareholders for each year, as defined in the Advisory Agreement, exceeds 15% of our equity as shown on our consolidated
balance sheet, determined in accordance with generally accepted accounting principles without reduction for return of capital dividends. The
Advisory Agreement defines cash available for distribution to shareholders as net cash flow from operations less deductions for, among other
things, amounts required to discharge our debt and liabilities and reserves for replacement and capital improvements to our properties and
investments. Advisory fees incurred and paid (or payable) to UHS amounted to $412,000 and $408,000 for the three months ended

September 30, 2009 and 2008, respectively, and $1.2 million for each of the nine month periods ended September 30, 2009 and 2008. No
incentive fees were paid or payable during the nine-month period of either year since the incentive fee requirements were not achieved. The
advisory fees for the nine-month periods ended September 30, 2009 and 2008 were based upon average invested real estate assets of $264.7
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million and $261.2 million, respectively.

Officers and Employees: Our officers are all employees of UHS and although as of September 30, 2009 we had no salaried employees, our
officers do receive stock-based compensation from time-to-time.

Share Ownership: As of September 30, 2009, UHS owned 6.6% of our outstanding shares of beneficial interest.

SEC reporting requirements of UHS: UHS is subject to the reporting requirements of the SEC and is required to file annual reports containing
audited financial information and quarterly reports containing unaudited financial information. Since the leases on the hospital facilities leased to
wholly-owned subsidiaries of UHS comprised approximately 51% and 53% of our consolidated revenues for the three months ended

September 30, 2009 and 2008, respectively, and 51% and 56% for the nine months ended September 30, 2009 and 2008, respectively, and since
a subsidiary of UHS is our Advisor, you are encouraged to obtain the publicly
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available filings for UHS, Inc. from the SEC s website at www.sec.gov. These filings are the sole responsibility of UHS and are not incorporated
by reference herein.

(3) Dividends

A dividend of $.590 per share or $7.0 million in the aggregate was declared by the Board of Trustees on March 3, 2009 and was paid on
March 31, 2009 to shareholders of record as of March 17, 2009.

A dividend of $.595 per share or $7.1 million in the aggregate was declared by the Board of Trustees on June 4, 2009 and was paid on June 30,
2009 to shareholders of record as of June 16, 2009.

A dividend of $.595 per share or $7.1 million in the aggregate was declared by the Board of Trustees on September 3, 2009 and was paid on
September 30, 2009 to shareholders of record as of September 16, 2009.

(4) Acquisitions and Dispositions

Nine Months Ended September 30, 2009:

There were no acquisitions or dispositions during the first nine months of 2009.
Nine Months Ended September 30, 2008:

During the third quarter of 2008, we invested $2.3 million for a 95% non-controlling ownership interest in an LLC (Sparks Medical Properties)
that purchased the Vista Medical Terrace and The Sparks Medical Building located in Sparks, Nevada. Both of these MOBs are located on the
campus of Northern Nevada Medical Center, an acute care hospital owned and operated by a wholly-owned subsidiary of UHS. This LLC is not
a variable interest entity and therefore is not subject to consolidation.

In February, 2008, we purchased Kindred Hospital, Corpus Christi, an unaffiliated long-term sub-acute care hospital located in Corpus Christi,
Texas for a total purchase price of $8.1 million. We paid $4.7 million in cash and assumed $3.4 million of third-party mortgage debt that is
non-recourse to us. The lease payments on this facility are unconditionally guaranteed by Kindred Healthcare, Inc. until its scheduled expiration
in June, 2019. The proforma effect of this acquisition did not have a material impact on our results of operations. The purchase price of this
property was allocated to net tangible and identified intangible assets acquired based on fair value indications. Intangible assets include amounts
representing the value of the tenant relationship and the in-place lease at the time of acquisition.

There were no dispositions during the first nine months of 2008.
(5) Summarized Financial Information of Equity Affiliates

Our consolidated financial statements include the consolidated accounts of our controlled investments and those investments that meet the
criteria of a variable interest entity where we are the primary beneficiary. In accordance with the FASB s standards and guidance relating to
accounting for investments and real estate ventures, we account for our unconsolidated investments in LLCs which we do not control using the
equity method of accounting. The third-party members in these investments have equal voting rights with regards to issues such as, but not
limited to: (i) divestiture of property; (ii) annual budget approval, and; (iii) financing commitments. These investments, which represent 33% to
99% non-controlling ownership interests, are recorded initially at our cost and subsequently adjusted for our net equity in the net income, cash
contributions to, and distributions from, the investments. Pursuant to certain agreements, allocations of profits and losses of some of the LLC
investments may be allocated disproportionately as compared to ownership interests after specified preferred return rate thresholds have been
satisfied.

At September 30, 2009, we have non-controlling equity investments or commitments in thirty-one LLCs which own medical office buildings

( MOBs ). As of September 30, 2009, we accounted for: (i) twenty-eight of these LLCs on an unconsolidated basis pursuant to the equity method
since they are not variable interest entities, and; (ii) three of these LLCs on a consolidated basis, as discussed below, since they are considered to
be variable interest entities where we are the primary beneficiary by virtue of their master lease, lease assurance or lease guarantee arrangements
with subsidiaries of Universal Health Services, Inc. ( UHS ), a related-party to us.

Table of Contents 16



Edgar Filing: UNIVERSAL HEALTH REALTY INCOME TRUST - Form 10-Q

The majority of these LLCs are joint-ventures between us and a non-related party that manages and holds minority ownership interests in the
entities. Each LLC is generally self-sustained from a cash flow perspective and generates sufficient cash flow to meet its operating cash flow
requirements and service the third-party debt (if applicable) that is non-recourse to us. Although there is typically no ongoing financial support
required from us to these entities since they are cash-flow sufficient, we may, from time to time, provide funding for certain purposes such as,
but not limited to, significant capital expenditures and/or leasehold improvements. Although we are not obligated to do so, if approved by us at
our sole discretion, additional cash fundings are typically advanced as equity or short to intermediate term loans.

Three of these LLCs have master lease, lease assurance or lease guarantee arrangements with subsidiaries of UHS. Additionally, UHS of
Delaware, a wholly-owned subsidiary of UHS, serves as advisor to us under the terms of an advisory agreement and manages our day-to-day
affairs. All of our officers are officers or employees of UHS. As a result of our related-party

Table of Contents 17



Edgar Filing: UNIVERSAL HEALTH REALTY INCOME TRUST - Form 10-Q

Table of Conten

relationship with UHS and the master lease, lease assurance or lease guarantee arrangements with subsidiaries of UHS, we account for these
LLCs on a consolidated basis since they are variable interest entities and we are deemed to be the primary beneficiary.

The three LLCs that we account for on a consolidated basis are as follows:

Non-controlling Date of
Ownership
LLC Interest Consolidation
653 Town Center Phase II 98% First quarter of 2004
Palmdale Medical Properties 95% Fourth quarter of 2007 (a)
Banburry Medical Properties 95% Fourth quarter of 2008 (b)

(a) Newly constructed facility that was completed and opened during the third quarter of 2008.
(b) Newly constructed facility that was completed and opened during the first quarter of 2009.
Below are the combined balance sheets (unaudited) for the three above-mentioned LLCs, as included in our consolidated balance sheets:

September 30, December 31,

2009 2008
(in thousands)
Net property, including CIP (a.) $36,211 $ 33,275
Other assets 1,161 650
Total assets $37,372 $ 33,925
Liabilities $ 911 $ 1,435
Mortgage notes payable, non-recourse to us 27,497 25,800
Equity 8,964 6,690
Total liabilities and equity $37,372 $ 33,925

(a.) Used as collateral for outstanding mortgage notes payable.

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

The following tables represent summarized financial and other information related to the twenty-eight LLCs which were accounted for under the
equity method:

Name of LLC Ownership Property Owned by LLC
DSMB Properties 76%  Desert Samaritan Hospital MOBs

DVMC Properties (a.) 90%  Desert Valley Medical Center

Suburban Properties 33%  Suburban Medical Plaza IT

Litchvan Investments 89%  Papago Medical Park
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Paseo Medical Properties II
Willetta Medical Properties (a.)
Santa Fe Scottsdale (a.)

575 Hardy Investors (a.)
Brunswick Associates

Deerval Properties (g.)

PCH Medical Properties

Gold Shadow Properties (b.)
Arlington Medical Properties (c.)
ApaMed Properties

Spring Valley Medical Properties (b.)
Sierra Medical Properties

Table of Contents
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75%
90%
90%
90%
74%
90%
85%
98%
75%
85%
95%
95%

Thunderbird Paseo Medical Plaza I & I1
Edwards Medical Plaza

Santa Fe Professional Plaza

Centinela Medical Building Complex
Mid Coast Hospital MOB

Deer Valley Medical Office 11
Rosenberg Children s Medical Plaza
700 Shadow Lane & Goldring MOBs
Saint Mary s Professional Office Building
Apache Junction Medical Plaza

Spring Valley Medical Office Building
Sierra San Antonio Medical Plaza
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Name of LLC Ownership Property Owned by LLC

Spring Valley Medical Properties II (b.)(d.) 95%  Spring Valley Hospital Medical Office Building II
PCH Southern Properties 95%  Phoenix Children s East Valley Care Center
Centennial Medical Properties (b.)(e.) 95% Centennial Hills Medical Office Building I
Canyon Healthcare Properties 95%  Canyon Springs Medical Plaza

653 Town Center Investments (b.) 95%  Summerlin Hospital Medical Office Building
DesMed (b.) 99%  Desert Springs Medical Plaza

Deerval Properties II (f.)(g.) 95%  Deer Valley Medical Office Building III

Cobre Properties 95%  Cobre Valley Medical Plaza

Sparks Medical Properties (b.)(h.) 95%  Vista Medical Terrace & The Sparks Medical Building
Auburn Medical Properties II (b.)(i.) 95% Auburn Medical Office Building II

Texoma Medical Properties (b.)(j.) 95% Texoma Medical Plaza

BRB/E Building One (k.) 95%  BRB Medical Office Building

(a.) The membership interests of this entity are held by a master LLC in which we hold a 90% non-controlling ownership interest.

(b.)
(c)

(d)
(e)

(f)

(g)
(h)

B)

k)

Tenants of these medical office buildings include or will include subsidiaries of UHS.

We have committed to invest a total of $6.3 million in equity, of which $5.2 million has been funded as of September 30, 2009. As

of September 30, 2009, the LLC has a $26.9 million mortgage from a third party, which is non-recourse to us.

We have committed to invest a total of up to $12.0 million in equity and debt financing, of which $11.5 million has been funded as of
September 30, 2009.

We have committed to invest up to $7.5 million in equity and debt financing, $2.7 million of which has been funded as of September 30,
2009. The LLC has a $15.7 million construction loan commitment from a third-party, which is non-recourse to us, of which $15.1 million
has been borrowed as of September 30, 2009.

We have committed to invest up to $5.0 million in equity and debt financing, of which $4.0 million has been funded as of September 30,
2009. The LLC has a $13.6 million construction loan commitment with a third-party, which is non-recourse to us, of which $13.0 million
has been borrowed as of September 30, 2009. This project was completed and opened during the second quarter of 2009.

Deerval Parking Company, LLC, which owns the real property of a parking garage located near Deer Valley Medical Office Buildings II
and 111, is 50% owned by each of Deerval Properties and Deerval Properties II.

We have committed to invest up to $4.8 million in equity and debt financing, of which $3.0 million has been funded as of September 30,
2009. These MOBs, which are on the campus of a UHS hospital, were acquired by the LLC during the third quarter of 2008.

We have committed to invest up to $4.7 million in equity and debt financing, $1.1 million of which has been funded as of September 30,
2009. This building, which is on the campus of a UHS hospital and will have tenants that will include subsidiaries of UHS, was completed
and opened during September of 2009. This LLC has a third-party construction loan commitment of $8.4 million, which is non-recourse to
us, of which $7.4 million has been borrowed as of September 30, 2009.

We have committed to invest up to $4.8 million in equity and debt financing, $24,000 of which has been funded as of September 30, 2009.
This building, which is on the campus of a replacement UHS hospital and will have tenants that will include subsidiaries of UHS, is
scheduled to be completed and opened late 2009 or early 2010. This LLC has a third-party construction loan commitment of $13.3 million,
which is non-recourse to us, of which $2.7 million has been borrowed as of September 30, 20009.

We have committed to invest up to $2.9 million in equity and debt financing, none of which has been funded as of September 30, 2009, in
an LLC that will develop, construct, own and operate this MOB which is scheduled to be completed and opened during the third quarter of
2010. Subsequent to September 30, 2009, this LLC obtained a third-party construction loan commitment of $6.2 million, which is
non-recourse to us, none of which has been borrowed as of September 30, 2009.

Below are the combined statements of income (unaudited) for the twenty-eight LLCs accounted for under the equity method:

Three Months
Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
(amounts in thousands)
Revenues $12,648 $11,759 $37,289 $34,487
Operating expenses 5,556 5,279 16,480 15,697
Depreciation and amortization 2,651 2,357 7,702 6,929
Interest, net 3,720 3,577 10,953 10,566
Net income $ 721 $ 546 $ 2,154 $ 1,295
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Our share of net income $ 750 $ 567 $ 2516 $ 1,608
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(a.) Our share of net income for the three months ended September 30, 2009 and 2008 includes interest income earned by us on various
advances made to LLCs of approximately $405,000 and $331,000, respectively, and $1.2 million and $1.0 million for the nine months
ended September 30, 2009 and 2008, respectively.

Below are the combined balance sheets (unaudited) for the twenty-eight LLCs accounted for under the equity method:

September 30, December 31,

2009 2008
(in thousands)
Net property, including CIP $ 288,511 $ 268,588
Other assets 23,075 23,143
Total assets $311,586 $ 291,731
Liabilities $ 12,369 $ 11,418
Mortgage notes payable, non-recourse to us 247,180 230,481
Notes payable to us 19,082 17,350
Equity 32,955 32,482
Total liabilities and equity $311,586 $ 291,731
Our share of equity and notes receivable from LLCs $ 60,311 $ 56,462

As of September 30, 2009, aggregate maturities of mortgage notes payable by the twenty-eight LLCs, which are accounted for under the equity
method and are non-recourse to us, are as follows (amounts in thousands):

2009 $ 951
2010 77,094
2011 11,996
2012 21,245
2013 10,456
Thereafter 125,438
Total $ 247,180

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

(6) Recent Accounting Pronouncements

In June 2009, the FASB issued the FASB Accounting Standards Codification ( Codification ). The Codification has become the single source for
all authoritative GAAP recognized by the FASB to be applied for financial statements issued for periods ending after September 15, 2009. The
Codification does not change GAAP and did not affect our results of operations or financial position.
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In April 2009, the FASB issued standards that change the method for determining whether an other-than-temporary impairment exists for debt
securities and the amount of the impairment to be recorded in earnings. The implementation of this standard did not have a material impact on
our consolidated financial position or results of operations.

In April 2009, the FASB issued standards related to fair value disclosures in both interim as well as annual financial statements in order to
provide more timely information about the effects of current market conditions on financial instruments. The carrying amount and fair value of
our long-term debt was $34.2 million and $34.4 million, respectively, at September 30, 2009.
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In April, 2009, the FASB issued standards related to fair value for assets or liabilities when the volume and level of activity has significantly
decreased and identifying circumstances that indicate a transaction is not orderly. The overall objective of fair value measurement is that fair
value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date under current market conditions. This standard did not have a material impact on our consolidated financial position or results
of operations.

In May 2009, the FASB issued standards related to accounting for, and disclosure of, events that occur after the balance sheet date but before
financial statements are issued or are available to be issued (referred to as subsequent events). The standards set forth the period after the balance
sheet date during which management of a reporting entity should evaluate events or transactions that may occur for potential recognition or
disclosure in the financial statements. They also set forth the circumstances under which an entity should recognize events or transactions
occurring after the balance sheet date in its financial statements. Furthermore, the standards identify the disclosures that an entity should make
about events or transactions that occurred after the balance sheet date. We adopted these standards during the second quarter of 2009 and
evaluated subsequent events through November 6, 2009.

In June 2009, the Financial Accounting Standards Board ( FASB ) issued an amendment to the accounting and disclosure requirements for
transfers of financial assets. This amendment requires greater transparency and additional disclosures for transfers of financial assets and the
entity s continuing involvement with them and changes the requirements for derecognizing financial assets. In addition, this amendment
eliminates the concept of a qualifying special-purpose entity ( QSPE ). This amendment becomes effective for us on January 1, 2010. We are
currently evaluating the potential impact of this amendment but do not expect it to have a material impact on our financial statements.

In June 2009, the FASB also issued an amendment to the accounting and disclosure requirements for the consolidation of variable interest

entities ( VIE s). The elimination of the concept of a QSPE, as discussed above, removes the exception from applying the consolidation guidance
within this amendment. This amendment requires an enterprise to perform a qualitative analysis when determining whether or not it must
consolidate a VIE. The amendment also requires an enterprise to continuously reassess whether it must consolidate a VIE. Additionally, the
amendment requires enhanced disclosures about an enterprise s involvement with VIEs and any significant change in risk exposure due to that
involvement, as well as how its involvement with VIEs impacts the enterprise s financial statements. Finally, an enterprise will be required to
disclose significant judgments and assumptions used to determine whether or not to consolidate a VIE. SFAS This amendment becomes

effective for us on January 1, 2010. We are currently evaluating the potential impact of this amendment but we do not expect it to have a

material impact on our financial statements.

(7) Segment Reporting

Our primary business is investing in and leasing healthcare and human service facilities through direct ownership or through joint ventures,
which aggregate into a single reportable segment. We actively manage our portfolio of healthcare and human service facilities and may from
time to time make decisions to sell lower performing properties not meeting our long-term investment objectives. The proceeds of sales are
typically reinvested in new developments or acquisitions, which we believe will meet our planned rate of return. It is our intent that all
healthcare and human service facilities will be owned or developed for investment purposes. Our revenue and net income are generated from the
operation of our investment portfolio.

Our portfolio is located throughout the United States, however, we do not distinguish or group our operations on a geographical basis for
purposes of allocating resources or measuring performance. We review operating and financial data for each property on an individual basis,
therefore we define an operating segment as our individual properties. Individual properties have been aggregated into one reportable segment
based upon their similarities with regard to both the nature and economics of the facilities, tenants and operational processes, as well as
long-term average financial performance.
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Item 2.

Overview

We are a real estate investment trust ( REIT ) that commenced operations in 1986. We invest in healthcare and human service related facilities
including acute care hospitals, behavioral healthcare facilities, rehabilitation hospitals, sub-acute facilities, surgery centers, childcare centers and
medical office buildings. As of September 30, 2009, we have fifty-one real estate investments or commitments located in fifteen states
consisting of:

seven hospital facilities consisting of three acute care, one behavioral healthcare, one rehabilitation and two sub-acute;

forty medical office buildings, including thirty-one owned by various LLCs, and;

four pre-school and childcare centers.
Forward Looking Statements and Certain Risk Factors

This report contains forward-looking statements that reflect our current estimates, expectations and projections about our future results,

performance, prospects and opportunities. Forward-looking statements include, among other things, the information concerning our possible

future results of operations, business and growth strategies, financing plans, expectations that regulatory developments or other matters will not

have a material adverse effect on our business or financial condition, our competitive position and the effects of competition, the projected

growth of the industry in which we operate, and the benefits and synergies to be obtained from our completed and any future acquisitions, and

statements of our goals and objectives, and other similar expressions concerning matters that are not historical facts. Words such as may,  will,
should, could, would, predicts, potential, continue, expects, anticipates, future, intends, plans, believes, estimates,

expressions, as well as statements in future tense, identify forward-looking statements.

Forward-looking statements should not be read as a guarantee of future performance or results, and will not necessarily be accurate indications
of the times at, or by which, such performance or results will be achieved. Forward-looking information is based on information available at the
time and/or our good faith belief with respect to future events, and is subject to risks and uncertainties that could cause actual performance or
results to differ materially from those expressed in the statements. Such factors include, among other things, the following:

a substantial portion of our revenues are dependent upon one operator, Universal Health Services, Inc., ( UHS );

an increasing number of legislative initiatives have been introduced or proposed in recent years that would result in major changes in
the health care delivery system on a national or state level and the operators of our facilities, including UHS, cannot predict whether
any of the proposals will be adopted and, if adopted, no assurances can be given that their implementation will not have a material
adverse effect on the business, financial condition or results of operations of our operators (see Item 1A. Risk Factors-Health Care
Reform for additional disclosure);

a subsidiary of UHS is our Advisor and our officers are all employees of UHS, which may create the potential for conflicts of
interest;

lost revenues from purchase option exercises and lease expirations and renewals, loan repayments and other restructuring;

the availability and terms of capital to fund the growth of our business;
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the outcome of known and unknown litigation, government investigations, and liabilities and other claims asserted
against us or the operators of our facilities, as described herein;

the potential unfavorable impact on our business of continued deterioration in national, regional and local economic and business
conditions, including a continuation or worsening of unfavorable credit market conditions;

the continued deterioration in general economic conditions which could result in increases in the number of people unemployed
and/or insured and likely increase the number of individuals without health insurance; as a result, the operators of our facilities may
experience decreases in patient volumes which could result in decreased occupancy rates at our medical office buildings;

a worsening of the economic and employment conditions in the United States could materially affect the business of our operators,
including UHS which may unfavorably impact our future bonus rentals (on the UHS hospital facilities) and may potentially have a
negative impact on the future lease renewal terms and the underlying value of the hospital properties;

the deterioration of credit and capital markets may adversely affect our access to sources of funding and we cannot be certain of the
availability and terms of capital to fund the growth of our business when needed;

our majority ownership interests in various LLCs in which we hold non-controlling equity interests;

real estate market factors, including without limitation, the supply and demand of office space and market rental rates, changes in
interest rates as well as an increase in the development of medical office condominiums in certain markets;

government regulations and potential unfavorable changes to reimbursement levels under the Medicare and Medicaid program
resulting from, among other things, the various health care reform initiatives being proposed;

the issues facing the health care industry that affect the operators of our facilities, including UHS, such as: changes in, or the ability
to comply with, existing laws and government regulations; unfavorable changes in the levels and terms of reimbursement for our
charges by third party payors or government programs, including Medicare or Medicaid;
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demographic changes; the ability to enter into managed care provider agreements on acceptable terms; an increase in uninsured and
self-pay patients which unfavorably impacts the collectibility of patient accounts; decreasing in-patient admission trends;
technological and pharmaceutical improvements that may increase the cost of providing, or reduce the demand for, health care, and;
the ability to attract and retain qualified medical personnel, including physicians;

three LLCs that own properties in California, in which we have various non-controlling equity interests, could not obtain earthquake
insurance at rates which are economically beneficial in relation to the risks covered;

competition for our operators from other REITs;

competition from other health care providers, including physician owned facilities and other facilities owned by UHS, including, but
not limited to, McAllen, Texas, the site of our largest acute care facility;

changes in, or inadvertent violations of, tax laws and regulations and other factors than can affect REITs and our status as a REIT;

should we be unable to comply with the strict income distribution requirements applicable to REITs, utilizing only cash generated by
operating activities, we would be required to generate cash from other sources which could adversely affect our financial condition;

fluctuations in the value of our common stock, and;

other factors referenced herein or in our other filings with the Securities and Exchange Commission.
Given these uncertainties, risks and assumptions, you are cautioned not to place undue reliance on such forward-looking statements. Our actual
results and financial condition, including the operating results of our lessees and the facilities leased to subsidiaries of UHS, could differ
materially from those expressed in, or implied by, the forward-looking statements.

Forward-looking statements speak only as of the date the statements are made. We assume no obligation to publicly update any forward-looking
statements to reflect actual results, changes in assumptions or changes in other factors affecting forward-looking information, except as may be
required by law. All forward-looking statements attributable to us or persons acting on our behalf are expressly qualified in their entirety by this
cautionary statement.

Critical Accounting Policies and Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires us
to make estimates and assumptions that affect the amounts reported in our consolidated financial statements and accompanying notes. We
consider our critical accounting policies to be those that require us to make significant judgments and estimates when we prepare our financial
statements, including the following:

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

The minimum rent for all hospital facilities is fixed over the initial term or renewal term of the respective leases. Rental income recorded by our
consolidated and unconsolidated medical office buildings ( MOBs ) relating to leases in excess of one year in length, is recognized using the
straight-line method under which contractual rents are recognized evenly over the lease term regardless of when payments are due. The amount
of rental revenue resulting from straight-line rent adjustments is dependent on many factors including the nature and amount of any rental
concessions granted to new tenants, scheduled rent increases under existing leases, as well as the acquisitions and sales of properties that have
existing in-place leases with terms in excess of one year. As a result, the straight-line adjustments to rental revenue may vary from
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period-to-period. Bonus rents are recognized when earned based upon increases in each facility s net revenue in excess of stipulated amounts.
Bonus rentals are determined and paid each quarter based upon a computation that compares the respective facility s current quarter s net revenue
to the corresponding quarter in the base year. Tenant reimbursements for operating expenses are accrued as revenue in the same period the

related expenses are incurred.

Real Estate Investments: On the date of acquisition, the purchase price of a property is allocated to the property s land, buildings and intangible
assets based upon our estimates of their fair values. Depreciation is computed using the straight-line method over the useful lives of the
buildings and capital improvements. The value of intangible assets is amortized as real estate amortization over the remaining lease term.

Asset Impairment: Real estate investments and related intangible assets are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of the property might not be recoverable. A property to be held and used is considered impaired
only if management s estimate of the aggregate future cash flows, less estimated capital expenditures, to be generated by the property,
undiscounted and without interest charges, are less than the carrying value of the property. This estimate takes into consideration factors such as
expected future operating income, trends and prospects, as well as the effects of demand, competition, local market conditions and other factors.
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The determination of undiscounted cash flows requires significant estimates by management, including the expected course of action at the
balance sheet date that would lead to such cash flows. Subsequent changes in estimated undiscounted cash flows arising from changes in
anticipated action to be taken with respect to the property could impact the determination of whether an impairment exists and whether the
effects could materially impact our net income. To the extent estimated undiscounted cash flows are less than the carrying value of the property,
the loss will be measured as the excess of the carrying amount of the property over the fair value of the property.

Assessment of the recoverability by us of certain lease related costs must be made when we have reason to believe that a tenant might not be
able to perform under the terms of the lease as originally expected. This requires us to make estimates as to the recoverability of such costs.

An other than temporary impairment of an investment in an unconsolidated joint venture is recognized when the carrying value of the
investment is not considered recoverable based on evaluation of the severity and duration of the decline in value, including projected declines in
cash flows. To the extent impairment has occurred, the excess carrying value of the asset over its estimated fair value is charged to income.

Investments in Limited Liability Companies ( LLCs ): Our consolidated financial statements include the consolidated accounts of our
controlled investments and those investments that meet the criteria of a variable interest entity where we are the primary beneficiary. In
accordance with the FASB s standards and guidance relating to accounting for investments and real estate ventures, we account for our
unconsolidated investments in LLCs which we do not control using the equity method of accounting. The third-party members in these
investments have equal voting rights with regards to issues such as, but not limited to: (i) divestiture of property; (ii) annual budget approval,
and; (iii) financing commitments. These investments, which represent 33% to 99% non-controlling ownership interests, are recorded initially at
our cost and subsequently adjusted for our net equity in the net income, cash contributions to, and distributions from, the investments. Pursuant
to certain agreements, allocations of profits and losses of some of the LLC investments may be allocated disproportionately as compared to
ownership interests after specified preferred return rate thresholds have been satisfied.

At September 30, 2009, we have non-controlling equity investments or commitments in thirty-one LLCs which own medical office buildings

( MOBs ). As of September 30, 2009, we accounted for: (i) twenty-eight of these LLCs on an unconsolidated basis pursuant to the equity method
since they are not variable interest entities, and; (ii) three of these LLCs on a consolidated basis, since they are considered to be variable interest
entities where we are the primary beneficiary by virtue of their master lease, lease assurance or lease guarantee arrangements with subsidiaries of
Universal Health Services, Inc. ( UHS ), a related-party to us. One of these consolidated LLCs owns a medical office building which was
completed and opened during the first nine months of 2009.

The other LLCs in which we hold various non-controlling ownership interests are not variable interest entities and therefore are not subject to
the consolidation requirements.

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

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

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

Relationship with Universal Health Services, Inc. ( UHS ) UHS is our principal tenant and through UHS of Delaware, Inc., a wholly owned
subsidiary of UHS, serves as our advisor (the Advisor ) under an Advisory Agreement dated December 24, 1986 between the Advisor and us (the

Advisory Agreement ). Our officers are all employees of UHS and although as of September 30, 2009 we had no salaried employees, our officers
do receive stock-based compensation from time-to-time.

Under the Advisory Agreement, the Advisor is obligated to present an investment program to us, to use its best efforts to obtain investments
suitable for such program (although it is not obligated to present any particular investment opportunity to us), to provide administrative services
to us and to conduct our day-to-day affairs. In performing its services under the Advisory Agreement, the Advisor may utilize independent
professional services, including accounting, legal, tax and other services, for which the Advisor is reimbursed directly by us. The Advisory
Agreement expires on December 31 of each year; however, it is renewable by us, subject to a determination by the Independent Trustees who
are unaffiliated with UHS, that the Advisor s performance has been satisfactory. The Advisory Agreement may be terminated for any reason
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upon sixty days written notice by us or the Advisor. The Advisory Agreement has been renewed for 2009. All transactions between us and UHS
must be approved by the Independent Trustees. The Advisor is entitled to certain advisory fees for its services. See Relationship with Universal
Health Services, Inc. and Related Party Transactions in Note 2 to the consolidated financial statements for additional information on the
Advisory Agreement and related fees.
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The combined revenues generated from the leases on the UHS hospital facilities accounted for approximately 51% and 53% of our total revenue
for the three months ended September 30, 2009 and 2008, respectively, and 51% and 56% for the nine months ended September 30, 2009 and
2008, respectively. Including 100% of the revenues generated at the unconsolidated LLCs in which we have various non-controlling equity
interests ranging from 33% to 99%, the leases on the UHS hospital facilities accounted for approximately 20% of the combined consolidated and
unconsolidated revenue for both of the three months ended September 30, 2009 and 2008, and 20% and 21% for the nine months ended
September 30, 2009 and 2008, respectively. In addition, eleven medical office buildings ( MOBs ), plus one additional MOB currently under
construction, owned by LLCs in which we hold various non-controlling equity interests, include or will include tenants which are subsidiaries of
UHS. The leases to the hospital facilities of UHS are guaranteed by UHS and cross-defaulted with one another. For additional disclosure related
to our relationship with UHS, please refer to Note 2 to the condensed consolidated financial statements Relationship with Universal Health
Services, Inc. ( UHS ) and Related Party Transactions.

Results of Operations

For the quarter ended September 30, 2009, net income was $4.6 million, or $0.38 per diluted share, as compared to $4.2 million, or $0.35 per
diluted share, during the comparable prior year quarter. The increase in net income of $365,000, or $.03 per diluted share, during the third
quarter of 2009, as compared to the comparable quarter of the prior year, was primarily attributable to:

a favorable change of approximately $183,000, or $0.02 per diluted share, resulting from an increase in equity in income of
unconsolidated LLCs;

a favorable change of approximately $124,000, or $0.01 per diluted share, resulting from an increase in bonus rents earned on
hospital facilities operated by wholly-owned subsidiaries of UHS, and;

other combined net favorable changes of approximately $58,000.
For the nine-month period ended September 30, 2009, net income was $14.0 million, or $1.18 per diluted share, as compared to $12.5 million, or
$1.05 per diluted share, during the comparable nine-month period of the prior year. The increase in net income of approximately $1.5 million, or
$0.13 per diluted share, during the nine month period of 2009, as compared to the comparable nine month period of the prior year, was primarily
attributable to:

a favorable change of approximately $900,000, or $0.08 per diluted share, resulting from an increase in equity in income of
unconsolidated LLCs;

a favorable change of approximately $200,000, or $0.02 per diluted share, resulting from an increase in bonus rental from UHS
facilities, and;

other combined net favorable changes of approximately $400,000, or $0.03 per diluted share.
Total revenue increased approximately $500,000 to $7.9 million during the third quarter of 2009, as compared to $7.4 million during the third
quarter of 2008. Approximately $350,000 of the increase was attributable to the revenues generated at Summerlin Hospital Medical Office
Building IIT which opened during the first quarter of 2009. The additional $150,000 increase in revenue is primarily attributable to the $124,000
increase in bonus rental revenue earned on UHS hospital facilities. Total revenue increased approximately $2.2 million to $23.8 million during
the nine month period of 2009, as compared to $21.6 million during the nine month period of 2008. The $2.2 million increase was primarily
attributable to: (i) an increase of approximately $550,000 in revenues generated at Palmdale Medical Plaza which opened during the third
quarter of 2008; (ii) approximately $850,000 of revenues generated at Summerlin Hospital Medical Office Building III, as mentioned above;
(iii) a increase of approximately $200,000 in bonus rental revenue, as mentioned above, and; (iv) an increase of approximately $600,000 in
combined favorable changes at several consolidated MOBs.
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Depreciation and amortization expense increased $106,000 and $375,000 during the three and nine months ended September 30, 2009, as
compared to the comparable prior year periods, respectively, due primarily to the expense recorded in connection with the above-mentioned,
recently opened MOBs.

Interest expense, net of interest income, decreased $51,000 during the three months ended September 30, 2009 as compared to the comparable
prior year quarter, due primarily to a decrease in our average borrowing rate, partially offset by an increase in our average outstanding
borrowings. During the nine month period ended September 30, 2009, interest expense, net of interest income, increased $188,000 as compared
to the comparable nine month period of 2008, due primarily to an increase in our average outstanding borrowings, partially offset by a decrease
in our average borrowing rate. The increased borrowings were used primarily to fund the investments in LLCs and additions to real estate
investments, as discussed herein.

Included in our other operating expenses are expenses related to the consolidated medical office buildings, which totaled $1.2 million and
$948,000 for the three month periods ended September 30, 2009 and 2008, respectively, and $3.6 million and $2.7 million for the
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nine month periods ended September 30, 2009 and 2008, respectively. The increases in other operating expenses for the three and nine month
periods ended September 30, 2009, are primarily attributable to: (i) the opening of Palmdale Medical Plaza during the third quarter of 2008;

(ii) the opening of Summerlin Hospital Medical Office Building III during the first quarter of 2009, and; (iii) an increase in general maintenance
expenses at various MOBs. A portion of the expenses associated with our consolidated medical office buildings is passed on directly to the
tenants. Tenant reimbursements for operating expenses are accrued as revenue in the same period the related expenses are incurred and are
included as tenant reimbursement revenue in our condensed consolidated statements of income.

During the three months ended September 30, 2009 and 2008, we recorded equity in income of unconsolidated LLCs of $750,000 and $567,000,
respectively. The increase during the three month period of 2009, as compared to the comparable 2008 period, was primarily due to increased
income generated at certain of our unconsolidated LLCs. During the nine months ended September 30, 2009 and 2008, we recorded equity in
income of unconsolidated LLCs of $2.5 million and $1.6 million, respectively. The increase during the nine month period of 2009, as compared
to the comparable 2008 period, was primarily due to increased income generated at several of our unconsolidated LLCs, including the effect of a
favorable adjustment resulting from a change in estimate to the operating expenses of an LLC.

Funds from operations is a widely recognized measure of performance for Real Estate Investment Trusts ( REITs ). We believe that funds from
operations ( FFO ) and funds from operations per diluted share, which are non-GAAP financial measures ( GAAP is Generally Accepted
Accounting Principles in the United States of America), are helpful to our investors as measures of our operating performance. We compute
FFO in accordance with standards established by the National Association of Real Estate Investment Trusts ( NAREIT ), which may not be
comparable to FFO reported by other REITSs that do not compute FFO in accordance with the NAREIT definition, or that interpret the NAREIT
definition differently than we interpret the definition. FFO does not represent cash generated from operating activities in accordance with GAAP
and should not be considered to be an alternative to net income determined in accordance with GAAP. In addition, FFO should not be used as:
(1) an indication of our financial performance determined in accordance with GAAP; (ii) an alternative to cash flow from operating activities
determined in accordance with GAAP; (iii) a measure of our liquidity, or; (iv) an indicator of funds available for our cash needs, including our
ability to make cash distributions to shareholders.

Below is a reconciliation of our reported net income to FFO for the three and nine month periods ended September 30, 2009 and 2008 (in
thousands):

Three Months Ended  Nine Months Ended

September 30, September 30,
2009 2008 2009 2008
Net income $ 4571 $ 4206 $14,019 $12,523
Plus: Depreciation and amortization expense:
Consolidated investments 1,598 1,497 4,674 4314
Unconsolidated affiliates 2,126 1,882 6,151 5,532
Funds from operations (FFO) $ 8,295 $ 7,585 $24,844 $22,369

During the fourth quarter of 2008, we recorded an asset impairment charge of $4.6 million in connection with two medical office buildings
(Southern Crescent Centers I and II) located on a medical campus in Georgia. This asset impairment charge was recorded after evaluation of
property and location-specific factors including the future expiration of a master lease which is scheduled to occur in June, 2010 and the current
and projected occupancy of the buildings. At this time, we believe it is probable that the master lease (which has been in effect since 2000 on
one of these properties) will not be renewed upon its expiration in June, 2010. In the likely event that the master lease is not renewed, we will be
required to find other operators for this property and/or enter into leases on terms potentially less favorable to us than the current master lease.
Our revenues, net income and net cash provided by operating activities included approximately $1.1 million annually in connection with the
terms of this master lease (our financial statements for the nine-month periods ended September 30, 2009 and 2008 included the pro rata portion
of that amount). Although we continue to actively market the available space in these two buildings, and have successfully executed new leases
on a portion of the space, our annual revenues, net income and cash provided by operating activities in connection with these properties could be
reduced by up to $1 million annually beginning in July of 2010.

Liquidity and Capital Resources

Net cash provided by operating activities
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Net cash provided by operating activities was $19.0 million and $16.7 million for the nine month periods ended September 30, 2009 and 2008,
respectively.
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The $2.3 million net increase was attributable to:

a favorable change of $1.9 million due to an increase in net income plus or minus the adjustments to reconcile net income to net cash
provided by operating activities (depreciation and amortization);

a favorable change of $1.1 million in rent receivable primarily resulting from the timing of base rental payments by UHS;

an unfavorable change of $276,000 in accrued expenses and other liabilities;

an unfavorable change of $280,000 in tenant reserves, escrows, deposits and prepaid rents, and;

other unfavorable changes of $58,000.
The $276,000 unfavorable change in accrued expenses and other liabilities resulted primarily from the partial settlement of accrued dividend
rights during the nine months ended September 30, 2009, partially offset by various other net favorable changes. In order to meet certain recent
changes to tax law requirements, the current payment of dividend equivalents will be made in the years in which dividends are declared and
paid, or, if later, when the related options become vested. Dividend equivalents that were accrued as of December 31, 2008 with respect to
previously vested options, were paid in January, 2009.

Net cash used in investing activities

Net cash used in investing activities was $9.7 million during the nine months ended September 30, 2009 as compared to $15.0 million during the
nine months ended September 30, 2008.

During the nine month period ended September 30, 2009, we funded: (i) $8.2 million of equity investments; (ii) $2.1 million of advances to
LLCs, and; (iii) $5.8 million of capital additions consisting primarily of construction costs related to a new MOB in Las Vegas, Nevada, which
opened during the first quarter of 2009, as well as refurbishments of an MOB that are expected to be completed during the first quarter of 2010.
Also during the nine month period ended September 30, 2009, we received: (i) $2.8 million related to debt refinancing by LLCs; (ii) $680,000 in
repayments of advances to LLCs, and; (iii) $3.0 million of cash distributions in excess of income from our unconsolidated LLCs.

During the nine month period ended September 30, 2008, we funded $6.3 million of equity investments, funded $1.6 million of advances to
LLCs, spent $3.3 million on capital additions consisting primarily of construction costs related to the MOB in Palmdale California, spent $4.7
million on the acquisition of real property and advanced $4.0 million to our third-party partners, as discussed below. Also during the nine month
period ended September 30, 2008, we received: (i) $2.5 million related to debt refinancing by LLCs, and; (ii) $2.3 million of cash distributions
in excess of income from our unconsolidated LLCs.

During the first nine months of 2008, we advanced $4.0 million to our third-party partners in a certain LLC in connection with a $4.0 million
loan agreement. This loan is a non-amortizing loan with interest paid on a quarterly basis. The interest rate on this loan is: (i) 4.25% plus
LIBOR, or; (ii) if information to determine LIBOR is not available, three hundred seventy-five basis points over the then-existing borrowing
cost. The loan has a stated maturity date of 2012, although it may be prepaid without penalty and is secured by various forms of collateral,
including personal guarantees from each of the partners to the loan, as well as their ownership interest in the LLC. Interest on this loan
agreement has been paid to us through September, 2009.

Net cash used in financing activities

Net cash used in financing activities was $8.2 million during the nine months ended September 30, 2009 and $1.3 million during the nine
months ended September 30, 2008.
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During the nine month period ended September 30, 2009, we received: (i) $11.2 million of additional net borrowings on our revolving line of
credit; (ii) $1.7 million of additional net borrowings from mortgage, construction and other loans payable of consolidated LLCs, and;

(iii) $471,000 of cash from the issuance of shares of beneficial interest. Additionally, during the nine months ended September 30, 2009, we
paid: (i) $160,000 on mortgage notes payable that are non-recourse to us; (ii) $213,000 as partial settlement of accrued dividend rights, as
discussed above, and; (iii) $21.2 million of dividends.

During the nine month period ended September 30, 2008, we received: (i) $18.9 million of additional net borrowings on our revolving line of
credit; (ii) $212,000 of additional net borrowings from mortgage, construction and other loans payable of consolidated LLCs; (iii) $65,000 of
additional net borrowings from our third-party partner, and; (iv) $422,000 of cash from the issuance of shares of beneficial interest. Additionally,
during the nine months ended September 30, 2008, we paid: (i) $20.7 million of dividends, and; (ii) paid $139,000 on mortgage notes payable
that are non-recourse to us.

A dividend of $0.595 per share was paid on September 30, 2009 to shareholders of record as of September 16, 2009.

We earned net income of $14.0 million and $12.5 million during the nine months ended September 30, 2009 and 2008, respectively. We paid
dividends of $21.2 million and $20.7 million during the nine months ended September 30, 2009 and 2008, respectively. As indicated on our
consolidated statement of cash flows, we generated net cash provided by operating activities of $19.0 million and
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$16.7 million during the nine months ended September 30, 2009 and 2008, respectively. As also indicated on our statement of cash flows,
noncash expenses such as depreciation and amortization expense are the primary differences between our net income and net cash provided by
operating activities during each period. In addition, as reflected in the cash flows from investing activities, we received $3.0 million and $2.3
million during the nine months ended September 30, 2009 and 2008, respectively, of cash distributions in excess of income from various LLCs
which, when combined with equity in income of unconsolidated LLCs recorded during the first nine months of each year, represents our share of
the operating cash flow distributions from these entities. As a result, we generated $22.1 million and $19.0 million of net cash during the nine
months ended September 30, 2009 and 2008, respectively, related to the operating activities of our properties recorded on a consolidated and an
unconsolidated basis. As indicated on the cash flows from investing activities and cash flows from financing activities on the statements of cash
flows, there were various sources and uses of cash during the nine months ended September 30, 2009 and 2008. Therefore, the funding source
for our dividend payments is not wholly dependent on the operating cash flow generated by our properties in any given period. Rather, our
dividends, as well as our capital reinvestments into our existing properties, acquisitions of real property and other investments are funded based
upon the aggregate net cash inflows or outflows from all sources and uses of cash generated from the properties we own either in whole or
through LLCs.

In determining and monitoring our dividend level on a quarterly basis, our management and Board of Trustees consider many factors in
determining the amount of dividends to be paid each period. The considerations primarily include: (i) the minimum required amount of
dividends to be paid in order to maintain our REIT status, currently 90% of taxable income; (ii) the projected operating results of our properties,
including those owned in LLCs, and; (iii) our anticipated future capital commitments. Based upon the various sources of cash flows from
investing activities and various sources of cash flows from financing activities discussed above, as well as projections and forecasts of our future
operating cash flows, management and the Board of Trustees have determined that our operating cash flows are sufficient to fund our dividend
payments.

We expect to finance all capital expenditures and acquisitions and pay dividends utilizing internally generated and additional funds. Additional
funds may be obtained through: (i) the issuance of equity; (ii) borrowings under our existing revolving credit facility or through refinancing the
existing revolving credit agreement; (iii) borrowings under or refinancing of existing third-party debt pursuant to mortgage and construction loan
agreements entered into by our LLCs, and/or; (iv) the issuance of other long-term debt. There can be no assurance that such additional funds will
be available in the preferred amounts or from the preferred sources. We believe that our net cash provided by operations will be sufficient to
allow us to make distributions necessary to enable us to continue to qualify as a REIT under Sections 856 to 860 of the Internal Revenue Code of
1986.

Credit facilities and mortgage debt

In January 2007, we entered into a new unsecured $100 million revolving credit agreement (the Agreement ) which expires on January 19, 2012.
We have a one-time option, which can be exercised at any time, subject to bank approval, to increase the amount by $50 million for a total
commitment of $150 million. The Agreement provides for interest at our option, at the Eurodollar rate plus 0.75% to 1.125%, or the prime rate
plus zero to .125%. A fee of 0.15% to 0.225% is paid on the unused portion of the commitment. The margins over the Eurodollar, prime rate and
the commitment fee are based upon our debt to total capital ratio as defined by the Agreement. As of September 30, 2009, the applicable margin
over the Eurodollar rate was 0.75%, the margin over the prime rate was zero, and the commitment fee was 0.15%.

At September 30, 2009, we had $50.2 million of outstanding borrowings and $24.1 million of letters of credit outstanding against the
Agreement. We had $25.7 million of available borrowing capacity, net of the outstanding borrowings and letters of credit outstanding as of
September 30, 2009. There are no compensating balance requirements. The Agreement contains a provision whereby the commitments will be
reduced by 50% of the proceeds generated from any new equity offering.

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

The following table includes a summary of the required compliance ratios (dollar amounts in thousands):

September 30,
Covenant 2009
Tangible net worth >$ 125,000 $ 138,309
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Debt to total capital < 55%

28%
Debt service coverage ratio > 1.25x 3.43x
Debt to cash flow ratio < 3.50x 1.55x

We are in compliance with all of the covenants at September 30, 2009. We also believe that we would remain in compliance if the full amount of
our commitment was borrowed.
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We have three mortgages, one term loan and one construction loan, all of which are non-recourse to us, included on our consolidated balance
sheet as of September 30, 2009, with a combined outstanding carrying balance of $34.2 million and fair value of $34.4 million. The mortgages
are secured by the real property of the buildings as well as property leases and rents. The following table summarizes our outstanding mortgages,
term loan and construction loan at September 30, 2009 (amounts in thousands):

Outstanding
Balance Interest Maturity
Facility Name (in thousands) Rate Date
Medical Center of Western Connecticut fixed rate mortgage loan(c)(d) $ 3,458 8.3% 2010
Summerlin Hospital MOB 1I fixed rate mortgage loan(c)(d) 8,293 8.3% 2010
Kindred Hospital-Corpus Christi fixed rate mortgage loan(c) 3,274 6.5% 2019
Palmdale Medical Plaza term loan(a) 7,140 5.0% 2010
Summerlin Hospital MOB III construction loan(b) 12,064 2.1% 2009
Total $ 34,229

(a) This term loan was extended, at our option, and is scheduled to mature on July 31, 2010 at variable interest rates based upon the prime
rate. At this time, since we believe the terms of this loan are within current market underwriting criteria, we expect this loan to be
refinanced on or before its maturity date for a three to ten year term at the then current market interest rates. In the unexpected event that
we are unable to refinance this loan on reasonable terms, we will explore other financing alternatives, including, among other things,
potentially increasing our equity investment in the property utilizing funds borrowed under our revolving credit facility.

(b) This construction loan is scheduled to mature on December 31, 2009 at variable interest rates based upon LIBOR plus 1.8%. This loan can
be extended, at our option, for two one-year terms at interest rates as provided for in the current loan agreement. At this time, we expect to
exercise the first one-year extension option to extend the maturity date to December 31, 2010. Prior to the December 31, 2010 expiration,
we expect to either exercise the second one-year extension option extending the maturity date to December 31, 2011, or, since we believe
the terms of this loan are within the current market underwriting criteria, we could elect to refinance this loan for a three to ten year term at
the then current market interest rates. In the unexpected event that we are unable to refinance this loan on reasonable terms, we would
explore other financing alternatives including, among other things, potentially increasing our equity investment in the property utilizing
funds borrowed under our revolving credit facility.

(¢) Amortized principal payments made on a monthly basis .

(d) Since we believe the terms of these loans are within current market underwriting criteria, at this time, we expect to refinance these loans on
or before their 2010 maturity dates for three to ten year terms at the then current market interest rates. In the unexpected event that we are
unable to refinance this loan on reasonable terms, we will explore other financing alternatives, including, among other things, potentially
increasing our equity investment in the property utilizing funds borrowed under our revolving credit facility.
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Off Balance Sheet Arrangements

As of September 30, 2009, we are party to certain off balance sheet arrangements consisting of standby letters of credit and equity and debt
financing commitments. Our outstanding letters of credit at September 30, 2009 totaled $24.1 million consisting of construction commitments as
follows: (i) $1.0 million related to Sierra Medical Properties; (ii) $478,000 related to Arlington Medical Properties; (iii) $4.4 million related to
Centennial Hills Medical Properties; (iv) $2.7 million related to Palmdale Medical Properties; (v) $884,000 related to Deerval Properties IT;

(vi) $5.0 million related to Banburry Medical Properties; (vii) $1.8 million related to Sparks Medical Properties; (viii) $4.4 million related to
Grayson Properties, and; (ix) $3.4 million related to Auburn Medical Properties II.

Item 3. Quantitative and Qualitative Disclosures About Market Risk
There have been no material changes in the quantitative and qualitative disclosures during the first nine months of 2009. Reference is made to
Item 7A in the Annual Report on Form 10-K for the year ended December 31, 2008.

Item 4. Controls and Procedures

As of September 30, 2009, under the supervision and with the participation of our management, including the Trust s Chief Executive Officer

( CEO ) and Chief Financial Officer ( CFO ), we performed an evaluation of the effectiveness of our disclosure controls and procedures as defined
in Rule 13a-15(e) or Rule 15d-15(e) under the Securities Exchange Act of 1934, as amended (the 1934 Act ). Based on this evaluation, the CEO
and CFO have concluded that our disclosure controls and procedures are effective to ensure that material information is recorded, processed,
summarized and reported by management on a timely basis in order to comply with our disclosure obligations under the 1934 Act and the SEC

rules thereunder.

There have been no changes in our internal control over financial reporting or in other factors during the third quarter of 2009 that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

PART I1. OTHER INFORMATION

UNIVERSAL HEALTH REALTY INCOME TRUST

Item 1A. Risk Factors

General economic and credit market conditions  Our future results of operations could be unfavorably impacted by continued deterioration in
general economic conditions which could result in increases in the number of people unemployed and/or uninsured. Should that occur, it may
result in decreased occupancy rates at our medical office buildings as well as a reduction in the revenues earned by the operators of our hospital
facilities which would unfavorably impact our future bonus rentals (on the UHS hospital facilities) and may potentially have a negative impact
on the future lease renewal terms and the underlying value of the hospital properties. Additionally, the general real estate market has been
unfavorably impacted by the deterioration in economic and credit market conditions which may adversely impact the underlying value of our
properties. The ongoing tightening in the credit markets and the instability in the banking and financial institutions has not had a material impact
on us. However, there can be no assurance that continued deterioration in credit market conditions will not have a material unfavorable impact
on our ability to finance our future growth through borrowed funds.

Health Care Reform  An increasing number of legislative initiatives have been introduced or proposed in recent years that would result in major
changes in the health care delivery system on a national or a state level. Among the proposals that have been introduced are price controls on
hospitals, insurance market reforms to increase the availability of group health insurance to small businesses, requirements that all businesses
offer health insurance coverage to their employees and the creation of government health insurance plans that would cover all citizens and
increase payments by beneficiaries. The operators of our facilities, including UHS, cannot predict whether any of the above proposals or other
proposals will be adopted and, if adopted, no assurances can be given that their implementation will not have a material adverse effect on the
businesses, financial condition and/or results of operations of our tenants.

Operators that fail to comply with governmental reimbursement programs such as Medicare or Medicaid, licensing and certification
requirements, fraud and abuse regulations or new legislative developments may be unable to meet their obligations to us.
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Our operators, including UHS and its subsidiaries, are subject to numerous federal, state and local laws and regulations that are subject to
frequent and substantial changes (sometimes applied retroactively) resulting from legislation, adoption of rules and regulations, and
administrative and judicial interpretations of existing law. The ultimate timing or effect of these changes cannot be predicted. Government
regulation may have a dramatic effect on our operators costs of doing business and the amount of reimbursement received by both government
and other third-party payors. The failure of any of our operators to comply with these laws, requirements and regulations could adversely affect
their ability to meet their obligations to us. These regulations include, among other items: hospital billing practices; relationships with physicians
and other referral sources; adequacy of medical care; quality of medical equipment and services; qualifications of medical and support
personnel; confidentiality, maintenance and security issues associated with health-related information and patient medical records; the screening,
stabilization and transfer of patients who have emergency medical conditions; licensure and accreditation of our facilities; hospital rate or budget
review; operating policies and procedures, and; construction or expansion of facilities and services.

If our operators fail to comply with applicable laws and regulations, they could be subjected to liabilities, including criminal penalties, civil
penalties (including the loss of their licenses to operate one or more facilities), and exclusion of one or more facilities from participation in the
Medicare, Medicaid and other federal and state health care programs. The imposition of such penalties could jeopardize that operator s ability to
make lease or mortgage payments to us or to continue operating its facility. In addition, our bonus rents are based on our operators net revenues,
which in turn are affected by the amount of reimbursement that such lessees receive from the government.

Although UHS and the other operators of our acute care facilities, believe that their policies, procedures and practices comply with governmental
regulations, no assurance can be given that they will not be subjected to governmental inquiries or actions, or that they would not be faced with
sanctions, fines or penalties if so subjected. Because many of these laws and regulations are relatively new, in many cases, our operators don t
have the benefit of regulatory or judicial interpretation. In the future, it is possible that different interpretations or enforcement of these laws and
regulations could subject their current or past practices to allegations of impropriety or illegality or could require them to make changes in the
facilities, equipment, personnel, services, capital expenditure programs and operating expenses. Even if they were to ultimately prevail, a
significant governmental inquiry or action under one of the above laws, regulations or rules could have a material adverse effect upon them, and
in turn, us.

UHS Other Matters: UHS, together with its South Texas Health System affiliates, which operate McAllen Medical Center, were served with a
subpoena dated November 21, 2005, issued by the Office of Inspector General of the Department of Health and Human Services ( OIG ). At that
time, the Civil Division of the U.S. Attorney s office in Houston, Texas indicated that the subpoena was part of an investigation under the False
Claims Act regarding compliance with Medicare and Medicaid rules and regulations pertaining to the payments to physicians and the solicitation
of patient referrals from physicians from January 1, 1999 to the date of the subpoena, related to the South Texas Health System. On February 16,
2007, UHS s South Texas Health System affiliates were served with a search warrant in connection with what UHS had been advised was a
related criminal Grand Jury investigation concerning the production of documents. At that time, the government obtained various documents and
other property related to the facilities. Follow-up Grand Jury subpoenas for documents and witnesses and other requests for information were
subsequently served on South Texas Health System facilities and certain UHS employees and former employees.

UHS has advised us that they have received notification from the U.S. Department of Justice ( DOJ ) that, at this time, the DOJ will not be
pursuing criminal prosecutive action against UHS or its South Texas Health System affiliates. The DOIJ is still investigating whether or not any
individuals independently obstructed justice as it relates to the civil subpoena dated November 21, 2005. The Civil Division of the U.S.
Attorney s office in Houston, Texas continued its investigation focused on certain arrangements entered into by the South Texas Health System
affiliates which, the government believed, may have violated Medicare and Medicaid rules and regulations pertaining to payments to physicians
and the solicitation of patient referrals from physicians and other matters relating to payments to various individuals which may have constituted
improper payments. UHS cooperated with the investigations and has reached an agreement to resolve the matter. UHS has agreed to make a
payment in the amount of $27.5 million, which was paid in October, 2009, and has entered into a corporate integrity agreement with respect to
the South Texas Health Systems facilities. During 2008, UHS recorded a pre-tax charge of $25 million to establish a reserve in connection with
this matter and they reserved an additional $3 million during 2009. Also during 2009, UHS recorded a $4.3 million unfavorable discrete tax item
to reflect the estimated nondeductible portion of the amount reserved. UHS does not expect to incur additional material charges with respect to
this matter.

UHS has advised us that, during the third quarter of 2009, Southwest Healthcare System ( SWHCS ), a wholly-owned subsidiary of UHS which
operates Rancho Springs Medical Center (the real property of which is not owned by us) and Inland Valley Regional Medical Center ( Inland
Valley the real property of which is owned by us) in Riverside County, California, entered into an agreement with the Center for Medicare and
Medicaid Services ( CMS ). The agreement required SWHCS to engage an independent quality monitor to assist SWHCS in meeting all CMS
conditions of participation. Further, the agreement provides that between the approximate dates of November 15, 2009 and January 15, 2010,
CMS will conduct a full Medicare certification survey. While UHS has advised us that it believes that SWHCS has complied with all obligations
under the agreement, there can be no assurance as to the outcome of such a survey or that the outcome would not have a material adverse effect
on UHS. While the base rentals on Inland Valley are guaranteed by UHS through the end of the existing lease term (December, 2011), should
this matter adversely impact the future revenues and/or operating results of SWHCS, the future bonus rental earned by us on Inland Valley, and
the underlying value of the property, may be materially adversely impacted. Bonus rental revenue earned by us from Inland Valley amount to
$826,000 during the nine months ended September 30, 2009 and $1.0 million during the twelve months ended December 31, 2008.
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There are no other material changes in our risk factors from those set forth in our Annual Report on Form 10-K for the year ended December 31,
2008.
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Signatures

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the

undersigned thereunto duly authorized.

Date: November 6, 2009
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UNIVERSAL HEALTH REALTY INCOME TRUST
(Registrant)

/s/ Alan B. Miller

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

/s/ Charles F. Boyle

Charles F. Boyle,

Vice President and Chief Financial Officer
(Principal Financial Officer)
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EXHIBIT INDEX

Description

Credit Agreement, dated as of January 19, 2007, by and among the Trust, the financial institutions from time to time party thereto
and Wachovia Bank, National Association, as Administrative Agent, previously filed as Exhibit 10.1 to the Trust s Current Report
on Form 8-K dated January 24, 2007.

Certification of the Chief Executive Officer pursuant to Rule 13a-14(a)/15(d)-14(a) under the Securities Exchange Act of 1934, as
amended.

Certification of the Chief Financial Officer pursuant to Rule 13a-14(a)/15(d)-14(a) under the Securities Exchange Act of 1934, as
amended.

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

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