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The past year has been challenging but successful for 
Healthcare Realty. We consider it a privilege to provide 
space where doctors and staff can treat patients. Many 
of our buildings are affiliated with respected health sys-
tems and have been serving as key locations in the fight 
against COVID-19. As vaccination levels increase, we 
expect the morale and safety of our tenants to improve 
and the healthcare environment to return to more con-
sistent growth patterns. The critical nature of healthcare 
delivery was self-evident in 2020, and the stability of 
medical office reinforced our commitment to owning 
hospital-centric outpatient facilities in strong demo-
graphic markets. 

The solid performance of our properties in 2020 cou-
pled with an accelerated pace of new investments led 
to per share growth of 2.9% in Funds from Operations 
and 4.4% in Funds Available for Distribution. Our 
strategy remains on point, differentiated by our selective 
investment criteria and direct sourcing of new invest-
ments, a conservative balance sheet, and steady internal 
operations that will provide sustainable growth in the 
years ahead. 

The Company’s internal performance metrics in 2020 
validated the quality of our portfolio. Although below 
our initial expectations, we were pleased with 2% same 
store NOI growth given the challenges during the year. 
Multi-tenant properties account for more than 90%  
of our net operating income (NOI) and drive our steady 
same-store results. In-place contractual rent escalators 
were positive, averaging 2.9%. Weighted average cash 
leasing spreads were 4.1%, and tenant retention held 
steady around 85%. The level and consistency of these 
metrics amidst the pandemic demonstrates the unique 
desirability of our medical office buildings.

services are disrupted. In the spring of 2020, as providers  
grappled with mandatory shutdowns and temporary 
suspensions of some procedures, we supported tenants 
who needed flexibility by providing rent deferrals total-
ing $7.2 million. Our tenants’ businesses rebounded 
quickly. As of year-end, we had collected $7.1 million 
of the total rent deferrals granted in the year. In addi-
tion, our leasing team has seen a robust level of prop-
erty tours. Most importantly, our team is engaged with 
more health systems and providers about expansion 
needs. As these trends take hold, we expect occupancy 
to improve and NOI growth to rebound to our historical 
average of around 3%. 
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Complementing our strong internal growth performance, 
Healthcare Realty’s 2020 investment activity well sur-
passed historic levels. In a year where many marketed 
deals and investors were sidelined, we demonstrated our 
ability to ramp up acquisition volume. We acquired 29 
high quality, accretive medical office buildings for $547 
million, more than double our previous five-year average. 
This equates to about 10% of the Company’s enterprise 
value and will contribute meaningfully to the bottom-line 
in 2021. Going forward, we see the ability to keep up a 
similar pace of acquisitions without sacrificing quality, 
thanks to our proactive sourcing model.

Our investments team employs a targeted, relationship-
based model to source new properties, rather than  
relying on the flow of deals marketed broadly by brokers. 
We focus on acquisitions and developments that com-
plement our existing assets, where we can leverage our 
local market knowledge and reputation. In 2020, we 
completed two dozen transactions in 11 existing and 
one new market – San Diego. And over three-fourths of 
our acquisitions were sourced through direct dialogue 
with sellers, not widely-marketed offerings. 

Letter to Shareholders

The pandemic revealed the importance of our tenants 
having strong rent coverage. This underpins the stability of 
medical office, even in rare instances when healthcare 
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Over the next few quarters, we anticipate multiple de-
velopment starts, along with our ongoing redevelopment 
projects in Memphis and Dallas. Two projects —one in 
Nashville and one in Seattle – are on campuses where we 
already have a presence and control the development 
sites. A marked increase in conversations with our hos-
pital partners points to a shift back to growth and ex-
pansion after the uncertainty of 2020. We expect health 
systems to continue ramping up the use of medical of-
fice buildings and ambulatory surgery centers to lower 
costs and improve profit margins, while focusing higher 
acuity care in hospital settings. 

The nation’s healthcare spending reflects the growing  
importance of hospital and physician services, comprising 
approximately 51% of the $3.8 trillion in US healthcare  
expenditures in 2019. Healthcare Realty’s portfolio will  
benefit from rising outpatient demand, especially the 
expanding number of elderly patients who require more 
frequent care. The population cohort over the age of 65 
is expected to surge from 15.9% of the population in 
2018 to 19.3% by 2028; and those over 65 years of age 
visit physician offices 5 times on average each year, com-
pared to 2 times for those under 45 years old. 

We expect investment opportunities to correlate with 
outpatient expansion across our well-established network  
of health system relationships. We remain well-positioned 
to fund the Company’s increasing capital needs with a 
conservative balance sheet and access to multiple forms 
of capital. In 2020, we took advantage of a historically 
low interest rate environment to fortify our balance sheet 
by refinancing existing debt and extending debt maturi-
ties. In two equal-sized issuances, we secured $600 mil-
lion of 10-year senior notes at historically low coupon 
rates of 2.05% and 2.40%. We also secured over $200 
million of equity using an at-the-market equity program 
selectively throughout the year. In May, we negotiated the 
sale with Mercy Health of two single-tenant properties 
for $244.5 million to reinvest the funds in new investment 
opportunities. And in the fourth quarter, we completed 
four medical office acquisitions for $126 million in a 
newly-formed joint venture with TIAA. After an active 
year of investments, net debt to EBITDA was 5.2 times  
at year-end, well within our target range. Ample liquidity 
provides us optionality for funding future investments 
while maintaining target leverage. With strong external 

growth, and lower disposition levels at better average 
cap rates than last year, our outlook for accretion from 
net investment activity is bright. 

Healthcare Realty also made steady progress on its En-
vironmental, Social, and Governance (ESG) initiatives. 
We established several environmental Key Performance 
Indicator (KPI) targets, and, additionally, we affirmed 
our commitment to fostering, cultivating and preserving 
a culture of diversity and inclusion. Our commitment  
to these initiatives is further detailed on our website:  
www.healthcarerealty.com/sustainability. 

In 2021, the Company is building on its momentum 
from this past year. In February, Healthcare Realty’s 
board of directors declared a dividend increase for the 
first time in many years. Restarting dividend growth 
marks a new beginning for Healthcare Realty. With a  
strong outlook for the Company’s reliable internal 
growth, meaningful external growth, low leverage, and 
flexible capital options, we see a clear path to improve 
the dividend payout ratio and grow the dividend in the 
years to come. We remain committed to delivering lasting 
value to our shareholder derived from the quality, sta-
bility and growth of our medical office portfolio.

Sincerely yours,

Todd J. Meredith 
President and Chief Executive Officer
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As of December 31, 2020, Healthcare Realty was invested in 227 properties in 24 states totaling 16.4 

million square feet and was valued at $5.7 billion. The Company’s portfolio is comprised primarily of multi-

tenanted medical office buildings located on the campuses of leading health systems in sizable markets.

Company Overview

SELECTED 2020 ACQUISITIONS

Saddleback Medical Office Building
Los Angeles, California

630 South Raymond
Los Angeles, California

1130 North Church Street 
Greensboro, North Carolina

3602 South 19th Street
Seattle, Washington

City Center Professional Building
Minneapolis, Minnesota
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TOP HEALTH SYSTEMS
ASSOCIATED 

MOB SF %

1 Baylor Scott & White Health 2,088,225 13.3%

2 CommonSpirit Health 1,419,818 9.1%

3 Ascension Health 1,275,298 8.1%

4 Atrium Health 805,394 5.1%

5 Tenet Healthcare 773,324 5.0%

Other (43 credit rated systems) 9,031,272 57.7%

Non-credit rated 262,349 1.7%

Total 15,655,680 100.0%

TOP MARKETS SF %

1 Dallas 2,184,648 13.3%

2 Seattle 1,545,539 9.4%

3 Los Angeles 1,118,483 6.8%

4 Nashville 913,950 5.6%

5 Charlotte 860,735 5.2%

Other (32 markets) 9,809,320 59.7%

Total 16,432,675 100.0%

2020 acquisitions

(Ascension)(CHI)

(Ascension)

(CHI)
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John Knox Singleton  
Chairman, Healthcare Realty, Retired Chief 
Executive Officer, Inova Health System 

Todd J. Meredith  
President and Chief Executive Officer, 
Healthcare Realty 

John V. Abbott  
Retired Chief Executive Officer, Aviation Asset 
Management Group, General Electric Company 

Nancy H. Agee  
President and Chief Executive Officer, 
Carilion Clinic 

Edward H. Braman  
Retired Audit Partner, Ernst & Young LLP 

James J. Kilroy  
President and Portfolio Manager, Willis 
Investment Counsel 

Peter F. Lyle  
Executive Vice President, Medical 
Management Associates, Inc. 

Bruce D. Sullivan  
Retired Audit Partner, Ernst & Young LLP

Christann M. Vasquez  
Executive Vice President and Chief Operating 
Officer, Ascension Texas

Board of Directors
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Executive Officers

Todd J. Meredith
President and Chief Executive Officer

John M. Bryant, Jr. 
Executive Vice President and General Counsel 

J. Christopher Douglas
Executive Vice President and Chief Financial Officer

Robert E. Hull
Executive Vice President - Investments
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DIVIDEND REINVESTMENT PLAN

A Dividend Reinvestment Plan is offered as a conve-
nience to shareholders of record who wish to increase 
their holdings in the Company. Additional shares may 
be purchased, without service or sales charge, through 
automatic reinvestment of quarterly cash dividends. 
For information write EQ Shareowner Services, P.O. 
Box 64856, St. Paul, Minnesota 55164-0856, or call 
1.800.468.9716. Information may also be obtained at 
the transfer agent’s website, www.shareowneronline.com.

DIRECT DEPOSIT OF DIVIDENDS

Direct deposit of dividends is offered as a convenience  
to shareholders of record. For information, write  
EQ Shareowner Services, P.O. Box 64856, St. Paul, 
Minnesota 55164-0856, or call 1.800.468.9716. 
Information may also be obtained at the transfer  
agent’s website, www.shareowneronline.com.

FORM 10-K

The Company has filed an Annual Report on Form  
10-K for the year ended December 31, 2020, with the 
Securities and Exchange Commission. Shareholders  
may obtain a copy of this report, without charge, by 
writing: Investor Relations, Healthcare Realty Trust 
Incorporated, 3310 West End Avenue, Suite 700, 
Nashville, Tennessee 37203. Or, via e-mail:  
communications@healthcarerealty.com.

CERTIFICATIONS

The Company’s chief executive officer and chief  
financial officer have filed the certifications required by 
Section 302 of the Sarbanes-Oxley Act of 2002 with the  
Securities and Exchange Commission as exhibits to the  
Company’s Annual Report on Form 10-K. In addition,  
the Company’s chief executive officer certified to the New  
York Stock Exchange in 2020 that he was not aware of 
any violation by the Company of the New York Stock 
Exchange’s corporate governance listing standards.

ANNUAL SHAREHOLDERS MEETING

The annual meeting of shareholders will be held on  
May 11, 2021, at 10:00 a.m. Central Time at 3310  
West End Avenue, Suite 700, Nashville, Tennessee.

CORPORATE ADDRESS

Healthcare Realty Trust Incorporated 
3310 West End Avenue, Suite 700 
Nashville, Tennessee 37203 
Phone: 615.269.8175 Fax: 615.269.8461 
www.healthcarerealty.com 
communications@healthcarerealty.com

INDEPENDENT REGISTERED PUBLIC  
ACCOUNTING FIRM

BDO USA, LLP 
414 Union Street, Suite 1800  
Nashville, Tennessee 37219

TRANSFER AGENT

EQ Shareowner Services 
1110 Centre Pointe Curve, Suite 101 
Mendota Heights, Minnesota 55120-4100 
1.800.468.9716 
www.equiniti.com

CUSIP NUMBERS

Common Shares: 421946104 
Senior Notes Due 2025: 421946AJ3 
Senior Notes Due 2028: 421946AK0 
Senior Notes Due 2030: 421946AL8 
Senior Notes Due 2031: 421946AM6

COMPARATIVE PERFORMANCE GRAPH

Healthcare Realty Trust Incorporated

Russell 3000

NAREIT All Equity REIT Index

TOTAL RETURN PERFORMANCE

INDEX PERIOD ENDING

12/31/13 12/31/14 12/31/15 12/31/16 12/31/17 12/31/18 12/31/19 12/31/20

Healthcare Realty Trust Incorporated 100.00 134.70 146.31 162.87 179.17 165.53 201.63 185.86

Russell 3000 100.00 112.56 131.10 127.50 154.44 146.34 191.74 231.79

NAREIT All Equity REIT Index 100.00 128.03 131.64 143.00 155.41 149.12 191.86 182.04
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