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FORM 27
MATERIAL CHANGE REPORT

Item 1. Reporting Issuer:

The name and address of the reporting issuer is:
TransAlta Corporation

110 — 12t Avenue S.W.

Calgary, Alberta

T2P 2M1
(the "Corporation")

Item 2. Date of Material Change:

May 23, 2002.
Item 3. News Release:

Filed on Canada Newswire on May 23, 2002.

Item 4. Summary of Material Change:
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On May 23, 2002, the Corporation announced that it has received the arbitrators' decision with respect to the dispute
under the power purchase arrangement for its Wabamun facility (the "Wabamun PPA").

Item 5. Full Description of Material Change:

On May 23, 2002, the Corporation announced that it has received the arbitrators' decision with respect to the dispute
under the Wabamun PPA. The dispute arose because of the shut down of Wabamun Unit No. 4 during the period from
January 1, 2001 to June 8, 2001. The arbitrators ruled that the shut down qualified as a high-impact, low probability
event under the force majeure provisions of the Wabamun PPA, however, the arbitrators concluded that Unit No. 4
should have been returned to service at an earlier date. Accordingly, the Corporation will be required to pay to the
holder of the Wabamun PPA approximately $30 million and will be required to refund approximately an additional
$8.5 million to the Alberta Balancing Pool. The Corporation will take an after tax earnings per share charge of
approximately $0.13 in the second quarter of 2002 as a result of the decision.

Item 6. Reliance on Confidentiality Provisions of the Acts:

Not applicable.
Item 7. Omitted Information:
Not applicable.

Item 8. Senior Officer knowledgeable about the Material Change and this Report:

For further information, please contact Mr. Ian A. Bourne, Executive Vice President & Chief Financial Officer of the
Corporation, at the above-mentioned address or at (403) 267-7979.

Item 9. Statement of Senior Officer:
The foregoing accurately discloses the material change referred to herein.

DATED May 31, 2002 at Calgary, Alberta.

TRANSALTA CORPORATION
By:/s/lan A. Bourne

Ian A. Bourne

Executive Vice President & Chief Financial Officer
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IT IS AN OFFENCE UNDER THE SECURITIES ACT AND THE SECURITIES REGULATION FOR A
PERSON OR COMPANY TO MAKE A STATEMENT IN A DOCUMENT REQUIRED TO BE FILED OR
FURNISHED UNDER THE ACT OR THE REGULATION THAT, AT THE TIME AND IN THE LIGHT OF
THE CIRCUMSTANCES UNDER WHICH IT IS MADE, IS A MISREPRESENTATION.

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.

TransAlta Corporation

(Registrant)
By:/s/ Ken Stickland
(Signature)

Ken Stickland, Executive Vice President, Legal

Date: May 31, 2002
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2,425

Marc D. Miller (5.)

25,711
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1,848

27,559

Elliot J. Sussman, M.D. (4.) (8.)

32,000

25,711
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1,848

59,559

Miles L. Berger (4.) (7.)

12,346
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459

12,805

(1.)Represents grant date fair value for awards of 350 shares of restricted stock made to each of the above Trustees
during 2017 pursuant to the Universal Health Realty Income Trust Amended and Restated 2007 Restricted Stock
Plan. These awards are scheduled to vest in June, 2019 on the second anniversary of the grant date. Dividends
declared by us are paid with respect to outstanding shares of restricted stock.

(2.) There were no option awards granted during 2017. As of December 31, 2017, there were no stock options or
dividend equivalent rights outstanding.

(3.)Consists of dividends paid on unvested restricted stock.
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(4.)Independent Trustee.

(5.)Non-management, non-Independent Trustee.

(6.)James E. Dalton is scheduled to retire from the Board of Trustees on June 13, 2018.

(7.)Miles L. Berger retired from the Board of Trustees on June 8, 2017. All unvested and outstanding stock awards
were cancelled upon his retirement.

(8.)Elliot J. Sussman, M.D. resigned from the Board of Trustees on March 21, 2018. All unvested and outstanding
stock awards, including those reflected in the table above, were fully cancelled upon his resignation.

In June, 2017, the Compensation Committee reviewed selected peer group data to assess the competitiveness of our

Independent Trustee compensation. This peer group was updated based on analysis and feedback from our outside

consultant, and five additional peer companies were added to our review.

The data was prepared by the human resource personnel of our Advisor The selected peer group included companies
comparable to us based upon the following criteria: (i) total assets (selected companies with 2016 year-end total assets
ranging from $141 million to $1.4 billion), and; (ii) scope of operations (selected companies with investments in
commercial real estate). The selected peer group included the following companies: Agree Realty
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Corp., BRT Realty Trust (now BRT Apartments), Care Trust REIT, Condor (formerly Supertel Hospitality), First Real
Estate Investment Trust of NJ, Four Corners Properties Trust, Getty Realty Corp., Gladstone Commercial Corp., LTC
Properties, Inc., Monmouth Real Estate Investment Corp., One Liberty Properties, Inc., UMH Properties, Inc. and
Wheeler REIT.

During 2017, each Independent Trustee was paid annual compensation of $20,000 for service on the Board of
Trustees. In addition, each Independent Trustee was paid $1,000 for attendance in person at each regular meeting of
the Board of Trustees, or $500 for telephonic participation. An additional $500 was paid for participation in each
Committee meeting or special meeting of the Board of Trustees. During 2017, (i) Miles L. Berger, through his
retirement in June, 2017, was compensated an additional $1,089 for his service as Lead Trustee, $545 for his position
as Nominating & Governance Committee Chairman, and $2,000 for meeting fees; (ii) Elliot J. Sussman, M.D.,
Chairman of the Compensation Committee during 2017, was compensated an additional $1,250 for his service in that
capacity, $1,250 for his service as a member of the Audit Committee and $9,500 for meeting fees; (iii) James E.
Dalton, Jr., was compensated an additional $5,000 for his position as Chairman of the Audit Committee and $8,500
for meeting fees; (iv) Robert F. McCadden, Lead Trustee effective in June, 2017, was compensated an additional
$1,411 for his services in that capacity, $705 for his position as Nominating & Governance Committee Chairman
effective June, 2017, $1,250 for his services as a member of the Audit Committee and $8,500 for meeting fees, and,;
(v). Michael Allan Domb, elected to our Board of Trustees effective as of December, 2017, was compensated an
additional $1,000 for meeting fees. All travel expenses incurred in connection with their duties as Trustees were
reimbursed to the Trustees.

There were no outstanding options or DERs in 2017 and therefore none of our Trustees benefited from the dividend
equivalents on DERs during 2017.

Trustee Independence

The Board of Trustees has affirmatively determined that four of its six current members (James E. Dalton, Jr., Gayle
L. Capozzalo, Michael Allan Domb, and Robert F. McCadden) are “independent” under the applicable SEC rules and
regulations and the NYSE listing standards. The Board of Trustees previously determined that each of Miles L. Berger
and Elliot J. Sussman, M.D., who retired from the Board of Trustees on June 8, 2017 and March 21, 2018,
respectively, was independent under such standards during their term of service in 2017. In determining
independence, the Board of Trustees affirmatively determines each year whether Trustees have any material
relationship with us. When assessing the materiality of a Trustee’s relationship with us, the Board of Trustees considers
all relevant facts and circumstances, not merely from the Trustee’s standpoint, but also from the standpoint of the
persons or organizations with which the Trustee has an affiliation. Material relationships can include commercial,
banking, industrial, consulting, legal, accounting, charitable and familial relationships. The Board of Trustees has
concluded that no material relationship exists between us and any of our Independent Trustees other than each such
person’s position as one of our Trustees.

Meetings of the Board of Trustees

Regular meetings of the Board of Trustees are generally held quarterly, while special meetings are called when
necessary. Before each meeting, Trustees are furnished with an agenda and background materials relating to matters to
be discussed. During 2017, there were four regular meetings of the Board of Trustees. With the exception of one
Trustee that was absent for one Board meeting and one committee meeting, all Trustees participated in all of the
Board meetings and all of their applicable committee meetings of the Board of Trustees. Trustees are expected to
attend the Annual Meeting of Shareholders. Two of our Trustees were absent from the 2017 Annual Meeting of
Shareholders.

11
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Our Governance Guidelines provide that the Board of Trustees shall hold, in accordance with a schedule determined
by the Nominating & Governance Committee, executive sessions where non-management Trustees (i.e., Trustees who
are not our officers, but who do not otherwise have to qualify as “Independent Trustees””) meet without management
participation (except as otherwise specifically requested by the non-management Trustees). The Independent Trustees
met without management participation in September, 2017. The Lead Trustee is currently Robert F. McCadden.
Interested parties may communicate directly and confidentially with the Lead Trustee or with the non-management
Trustees of the Board of Trustees as a group by writing to that person at Universal Health Realty Income Trust, c/o
Secretary, Universal Corporate Center, 367 South Gulph Road, King of Prussia, PA 19406.

Board Leadership Structure and Board of Trustees

Mr. Alan B. Miller serves as the Trust’s Chairman of the Board, Chief Executive Officer and President. Robert F.
McCadden is the Lead Trustee. The Trust believes this structure allows all of the non-management Trustees to
participate in the full range of the Board’s responsibilities with respect to its oversight of the Trust’s management. The
Board has determined that this leadership structure is appropriate given the size and complexity of the Trust, the
number of trustees overseeing the Trust and the Board’s oversight responsibilities.

The specific experience, qualifications, attributes or skills that led to the conclusion that each Trustee should serve as
a Trustee of the Trust, in light of the Trust’s business and structure, are as follows:

Alan B. Miller has been a Trustee of the Trust since 1986. Mr. Alan Miller has been the Trust’s Chairman of the Board
and Chief Executive Officer since 1986 and President since February, 2003. Mr. Alan Miller has been Chairman of

the Board and Chief Executive Officer of Universal Health Services, Inc. (“UHS”) since 1978 and previously served as
President until May, 2009. Prior thereto, he was President, Chairman of the Board and Chief Executive Officer of
American Medicorp, Inc. As a result of his many years of experience, Mr. Miller provides expertise on the healthcare
and hospital management industries.

Marc D. Miller has been a Trustee of the Trust since 2008. He was appointed President of UHS in May, 2009 and
prior thereto served as Senior Vice President and Co-Head of UHS’s Acute Care Division since 2007. Mr. Marc Miller
was elected as a Vice-President of UHS in 2005 and has served in various capacities related to UHS’s acute care
division since 2000. Additionally, Mr. Marc Miller serves as a member of the Board of Directors of Premier, Inc., a
healthcare performance improvement alliance which contracts with UHS pursuant to a group purchasing agreement.
Mr. Marc Miller provides expertise on the healthcare and hospital management industries.

James E. Dalton, Jr. has been a Trustee of the Trust since 1997. He was Chairman of the Board of Signature Hospital
Corporation from 2006-2012. Mr. Dalton was President, Chief Executive Officer and Director of Quorum Health
Group, Inc. from 1990 to 2001. He was President of Edinburgh Associates from 2001 to 2007 as well as a Director of
US Oncology, Inc. until December 2010. Mr. Dalton was a director of Select Medical Corp. from 2005 to 2017.

Mr. Dalton provides expertise on the hospital management industry. Mr. Dalton’s term expires at the 2018 Annual
Meeting on June 13, 2018 and he has provided noticed to us that he plans to retire from our Board of Trustees at that
time.

Robert F. McCadden has been a Trustee of the Trust since December, 2013. He is currently Executive Vice President
and Chief Financial Officer of Pennsylvania Real Estate Investment Trust since his appointment in 2004. Formerly, he
served as audit partner of KPMG LLP from 2002 to 2004 and audit partner of Arthur

13



30

Edgar Filing: TRANSALTA CORP - Form 6-K

14



Edgar Filing: TRANSALTA CORP - Form 6-K

Andersen LLP from 1993 to 2002. Mr. McCadden provides accounting and financial expertise as well as public
company REIT experience.

Michael Allan Domb was elected as a Trustee of Universal Health Realty Income Trust effective as of December
2017. Mr. Domb is the owner of Allan Domb Real Estate, a multi-faceted real estate firm focused on the brokerage,
development, investment and management of residential and commercial condominiums, multifamily and office
buildings, and mixed-use real estate in Philadelphia. He is an investor in multiple restaurant groups in Philadelphia
and sits on the boards of the Friends of Rittenhouse Square and six condominium associations. From 2013 to 2015,
Mr. Domb served as the President of the Greater Philadelphia Association of Realtors. In 2015, Mr. Domb was elected
to serve the City of Philadelphia as a Councilman At-Large. Mr. Domb provides expertise on real estate matters and
business investments.

Gayle L. Capozzalo was elected to the Board of Trustees of the Trust in March, 2018. She has served as the Executive
Vice President and Chief Strategy Officer of Yale New Haven Health since 1997. Prior thereto, she served as Senior
Vice President, Organizational Development at Sisters of Charity of the Incarnate Word Health Care System. Ms.
Capozzalo has more than 30 years of experience in strategy, organizational development, and management and has
significantly grown, and integrated successful healthcare systems. She recently was appointed to the .406 Ventures
Healthcare Executive Council, a venture capital firm specializing in early stage and de novo investments in emerging
market segments in Fintech sector and is the Senior Strategy Advisor to PhysicianOne Urgent Care, a private equity
company. Ms. Capozzalo provides expertise on the management of hospitals and health systems.

The Board holds four regular meetings each year to consider and address matters involving the Trust. The Board also
may hold special meetings to address matters arising between regular meetings. These meetings may take place in
person or by telephone. The Independent Trustees also regularly meet in executive sessions outside the presence of
management. The Board has access to legal counsel for consultation concerning any issues that may occur during or
between regularly scheduled Board meetings. As discussed below, the Board has established a Compensation
Committee, an Audit Committee and a Nominating & Governance Committee to assist the Board in performing its
oversight responsibilities.

The Nominating & Governance Committee annually oversees a self-evaluation of the current Board members and
those committees as the Board shall specify from time to time and reports to the Board with respect to whether the
Board and its committees are functioning effectively. The full Board discusses each evaluation report to determine
what, if any, actions should be taken to improve the effectiveness of the Board or any committee thereof.

The Board’s Role in Risk Oversight

Consistent with its responsibility for oversight of the Trust, the Board, among other things, oversees risk management
of the Trust’s business affairs directly and through the committee structure that it has established. The principal risks
associated with the Trust are risks related to a worsening of the economic and employment conditions in the United
States; indirect dependence on payments from the government and other third party payors; reductions or changes in
Medicare funding; failure of the operators of our hospital facilities to comply with governmental regulations related to
the Medicare and Medicaid licensing and certification requirements which could materially, adversely impact our
future revenues and underlying value of the property; uncertainties regarding health care reform; competition for

15
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patients from other hospitals and health care providers; operators’ inability to meet their obligations to us; the
deterioration of credit and capital markets; dependence on one operator (UHS) for a substantial portion of our
revenues; potential conflicts of interest with UHS; lost revenues
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resulting from the exercise of purchase options, lease expirations and renewals, loan repayments and other
restructuring; non-controlling equity ownership interests we hold in various limited liability companies; the
bankruptcy, default, insolvency or financial deterioration of our tenants; real estate ownership; significant potential
liabilities and rising insurance costs and availability; the impact on property values and results of operations from
severe weather conditions and other damaging events; failure to maintain our REIT status; the fact that dividends paid
by REITs generally do not qualify for reduced tax rates; U.S. federal tax reform legislation that could affect REITSs in
ways that are difficult to anticipate; strict income distribution requirements applicable to REITs; the market value of
our common stock could be substantially affected by various factors; ownership limitations and anti-takeover
provisions in our declaration of trust and bylaws and under Maryland law and in our leases with UHS; dependence on
key management personnel; increasing investor interest in our sector and consolidation at the operator or REIT level;
failure to comply with all applicable corporate regulation as a public company; and different interpretations of
accounting principles could have a material adverse effect on our results of operations or financial condition.

The Board’s role in the Trust’s risk oversight process includes regular reports from senior management on areas of
material risk to the Trust, including operational, financial, legal and regulatory, and strategic and reputational risks.
The full Board (or the appropriate committee) receives these reports from management to identify and discuss such
risks.

The Board periodically reviews with management its strategies, techniques, policies and procedures designed to
manage these risks. Under the overall supervision of the Board, management has implemented a variety of processes,
procedures and controls to address these risks.

The Board requires management to report to the full Board on a variety of matters at regular meetings of the Board
and on an as-needed basis, including the performance and operations of the Trust and other matters relating to risk
management. The Audit Committee also receives regular reports from the Trust’s independent registered public
accounting firm on internal control and financial reporting matters. These reviews are conducted in conjunction with
the Board’s risk oversight function and enable the Board to review and assess any material risks facing the Trust. The
Lead Trustee periodically meets with management and the Trust’s independent registered public accounting firm to
review and discuss the activities of the Trust and to provide direction with respect thereto.

Shareholder Communications

Shareholders who wish to send communications to the Board of Trustees or an individual Trustee should address such
communications to Universal Health Realty Income Trust, c/o Secretary, Universal Corporate Center, 367 South
Gulph Road, King of Prussia, PA 19406. The Secretary will forward such communications to the Board of Trustees or
the specified individual Trustee to whom the communication is directed unless such communication is unduly hostile,
threatening, illegal or similarly inappropriate, in which case the Secretary has the authority to discard the
communication or take appropriate legal action regarding such communication.

Committees of the Board of Trustees

A current copy of our Governance Guidelines, Code of Business Conduct and Ethics, Compensation Committee
Charter, Nominating & Governance Committee Charter and Audit Committee Charter are available free of charge on
our website at www.uhrit.com. Copies of these documents also are available in print free of charge to any shareholder
who requests a copy. We intend to satisfy the disclosure requirements under Item 5.05
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of Form 8-K relating to amendments to or waivers of any provision of our Code of Business Conduct and Ethics by
promptly posting the information on our website.

Compensation Committee. The Compensation Committee met once in 2017. Current members of the Compensation
Committee are Gayle L. Capozzalo, who serves as the Compensation Committee Chairman (effective as of March,
2018), James E. Dalton, Jr. and Robert F. McCadden. The members of the Compensation Committee are independent
pursuant to the applicable SEC rules and regulations and the listing standards of the NYSE.

The Compensation Committee’s responsibilities, which are discussed in detail in its charter, include, among other
duties, the responsibility to:

Review and approve our goals and objectives relevant to the compensation of our chief executive officer, other
executive officers and other personnel;

Determine and approve the compensation levels of our chief executive officer, other executive officers and other
personnel and review and determine the compensation of our Independent Trustees;

Administer our Amended and Restated 2007 Restricted Stock Plan (“2007 Amended and Restated Plan”) and discharge

the duties set forth therein, and;

Perform such other duties as the Board of Trustees may from time to time direct.
The Compensation Committee has the authority to establish one or more subcommittees which shall have the
responsibilities and consist of those members of the Compensation Committee as the Compensation Committee may
determine from time to time.

In its administration of the 2007 Amended and Restated Plan, the Compensation Committee has full authority in its
discretion from time to time, and at any time, to select those officers and/or other personnel to whom awards will be
granted, to determine the number of shares subject thereto, the times at which such awards shall be granted, the time at
which the awards shall vest, and the terms and conditions of the agreements to be entered into by our officers. The full
Board of Trustees is responsible for administering incentive grants to the Trustees. In determining the amount and
terms of long-term incentive grants to be made to our named executive officers and other personnel other than

Mr. Miller, the Compensation Committee relies heavily on the input and recommendations of Mr. Miller. See the
section titled “Compensation Setting Process,” in the Compensation Discussion and Analysis included in this proxy
statement for an additional discussion of the role of Mr. Miller in determining compensation.

In 2017, the Compensation Committee requested guidance from the human resource personnel of our Advisor, along

with third-party validation of the accuracy and reasonableness of the compensation market review, with respect to the
compensation for the named executive officers and Independent Trustees. See “Compensation Discussion and Analysis”
and “Trustee Compensation” included in this proxy statement for additional information.

Nominating & Governance Committee. The Nominating & Governance Committee met twice in 2017. The current
members of this Committee are Robert F. McCadden, who serves as the Nominating & Governance Committee
Chairman, James E. Dalton, Jr. and Gayle L. Capozzalo (effective March, 2018). The members of the Nominating &
Governance Committee are independent pursuant to the applicable SEC rules and regulations and the listing standards
of the NYSE.
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The Nominating & Governance Committee was appointed by the Board of Trustees to: (1) assist the Board of
Trustees by identifying individuals who are qualified, consistent with criteria approved by the Board of Trustees, to
become Trustees, and to recommend to the Board of Trustees the Trustee nominees for the next annual meeting of
shareholders; (2) develop and recommend to the Board of Trustees a set of governance principles in the form of
corporate governance guidelines applicable to the Trust; (3) lead and oversee the Board of Trustees in its annual
review of its performance and the performance of our management, and; (4) recommend to the Board Trustee
nominees for each committee of the Board of Trustees. The Nominating & Governance Committee adopted our
Governance Guidelines.

The Nominating & Governance Committee will consider Trustee nominees recommended by shareholders.
Shareholders who wish to recommend a nominee for the Nominating & Governance Committee’s consideration may
do so by submitting the individual’s name and qualifications to the Nominating & Governance Committee, Universal
Health Realty Income Trust, c/o Secretary, Universal Corporate Center, 367 South Gulph Road, King of Prussia, PA
19406. Recommendations must be received by the Nominating & Governance Committee no later than the date by
which shareholder proposals for presentation at the next annual meeting must be received, as disclosed in this Proxy
Statement. Recommended nominees will only be considered if there is a vacancy or if the Board of Trustees decides
to increase the number of Trustees.

The Nominating & Governance Committee identifies and evaluates recommended nominees by considering, among
other factors, the following minimum qualifications: the individual’s integrity, experience, education, expertise,
independence and any other factors that the Board of Trustees and the Nominating & Governance Committee deem
would enhance the effectiveness of the Board of Trustees and our governance. The Board of Trustees believes that
having Trustees of diverse gender, race, and ethnicity, along with varied skills and experiences, contributes to a
balanced and effective Board. The Trust has recently revised its Corporate Governance Guidelines and Policies in
order to further emphasize its commitment to a policy of inclusiveness and ensure that the Nominating and
Governance Committee, in performing its responsibilities to review trustee candidates and recommend candidates to
the Board of Trustees for election, includes candidates with a diversity of ethnicity, race, gender and other personal
characteristics in each pool of candidates from which Board of Trustee nominees are chosen. The revised Corporate
Governance Guidelines and Policies are available on the Trust's website at: www.uhrit.com. The Nominating &
Governance Committee will evaluate a nominee on the same basis if the individual is recommended by a shareholder.
The Nominating & Governance Committee does not currently pay a fee to a third party to identify or evaluate
nominees, but may consider from time to time engaging a search firm to identify trustee candidates.

Audit Committee. The Audit Committee met ten times in 2017. Current members of this Committee are James E.
Dalton, Jr., who serves as the Audit Committee Chairman, Robert F. McCadden and Gayle L. Capozzalo (effective as
of March, 2018).

Our Board of Trustees has determined, in its business judgment, that each member of the Audit Committee qualifies
as independent to the applicable SEC rules and regulations and the listing standards of the NYSE and is financially
literate and that James E. Dalton, Jr. and Robert F. McCadden qualify as an “audit committee financial expert” under
SEC regulations and has accounting or related financial management expertise.

The Audit Committee is responsible for providing assistance to the Board of Trustees in fulfilling its responsibilities
relating to corporate accounting and reporting practices and in maintaining a direct line of communication between the
Trustees and the independent registered public accounting firm. It appoints our independent registered public
accounting firm, reviews the scope and results of the audits with the independent registered public accounting firm
and considers the adequacy of our internal accounting and control procedures.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
Relationship with Universal Health Services, Inc.

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. Pursuant to 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. All transactions between us and
UHS must be approved by the Trustees who are unaffiliated with UHS (the “Independent Trustees”). 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
may be terminated for any reason upon sixty days written notice by us or the Advisor. The Advisory Agreement
expires on December 31 of each year; however, it is renewable by us, subject to a determination by the Independent
Trustees, that the Advisor’s performance has been satisfactory. Our advisory fee was 0.70% during each of 2017, 2016
and 2015 of our average invested real estate assets, as derived from our consolidated balance sheet. In December of
2017, based upon a review of our advisory fee and other general and administrative expenses as compared to an
industry peer group, the Advisory Agreement was renewed for 2018 pursuant to the same terms as the Advisory
Agreement in place during the last three years.

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. No incentive fees were paid during 2017, 2016 or 2015 since the
incentive fee requirements were not achieved. Advisory fees incurred and paid (or payable) to UHS amounted to $3.6
million during 2017, $3.3 million during 2016 and $2.8 million during 2015 and were based upon average invested
real estate assets of $511 million, $466 million and $401 million during 2017, 2016 and 2015, respectively.

Leases: We commenced operations in 1986 by purchasing properties 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. The current base rentals and lease and renewal terms for each of the three hospital facilities leased to
subsidiaries of UHS are provided below. 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 three hospital leases with subsidiaries of UHS are
unconditionally guaranteed by UHS and are cross-defaulted with one another.

The combined revenues generated from the leases on the UHS hospital facilities accounted for approximately 25% of
our total revenue for the five years ended December 31, 2017 (approximately 22%, 24% and 25% for the years ended
December 31, 2017, 2016 and 2015 respectively). Including 100% of the revenues
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generated at the unconsolidated LLCs in which we have various non-controlling equity interests ranging from 33% to
95%, the leases on the UHS hospital facilities accounted for approximately 20% of the combined consolidated and
unconsolidated revenue for the five years ended December 31, 2017 (approximately 19% for each of the years ended
December 31, 2017 and 2016, and 20% for the year ended December 31, 2015). In addition, we have seventeen
MOBs, or free-standing emergency departments (“FEDs”), that are either wholly or jointly-owned by us, that 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. 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, the Master Lease, as amended
during 2006, includes a change of control provision whereby UHS has the right, upon one month’s notice should a
change of control of the Trust occur, to purchase any or all of the three leased hospital properties listed below at their
appraised fair market value. Additionally, UHS has rights of first refusal to: (i) purchase the respective leased facilities
during and for 180 days after the lease terms at the same price, terms and conditions of any third-party offer, or;

(ii) renew the lease on the respective leased facility at the end of, and for 180 days after, the lease term at the same
terms and conditions pursuant to any third-party offer.

The table below details the existing lease terms and renewal options for our three acute care hospitals operated by
wholly-owned subsidiaries of UHS:

Annual Renewal

Minimum End of Term
Hospital Name Rent Lease Term (years)
McAllen Medical Center $5,485,000 December, 2021 10 (a)
Wellington Regional Medical Center $3,030,000 December, 2021 10 (b)

Southwest Healthcare System, Inland Valley Campus $2,648,000 December, 2021 10 (b)

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

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

Management cannot predict whether the leases with subsidiaries of UHS, which have renewal options at existing lease
rates or fair market value lease rates, or any of our other leases, will be renewed at the end of their lease term. If the
leases are not renewed at their current rates or the fair market value lease rates, we would be required to find other
operators for those facilities and/or enter into leases on terms potentially less favorable to us than the current leases. In
addition, if subsidiaries of UHS exercise their options to purchase the respective leased hospital or FED facilities upon
expiration of the lease terms, our future revenues could decrease if we were unable to earn a favorable rate of return
on the sale proceeds received, as compared to the rental revenue currently earned pursuant to these leases.
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In April, 2017, the recently constructed Henderson Medical Plaza MOB received its certificate of occupancy.
Henderson Medical Plaza is located on the campus of the Henderson Hospital Medical Center, a newly constructed
acute care hospital that is owned and operated by a subsidiary of UHS and was completed and opened during the
fourth quarter of 2016. A ground lease has been executed between the limited liability company that owns the MOB
and a subsidiary of UHS, the terms of which include a seventy-five year lease term with two, ten-year renewal options
at the lessee’s option at an adjusting lease rate. We have invested net cash of approximately $12.4 million on the
development and construction of this MOB as of December 31, 2017.

During the first quarter of 2015, we purchased from wholly-owned subsidiaries of UHS, the real property of two
newly-constructed and recently opened FEDs located in Weslaco and Mission, Texas. Each FED consists of
approximately 13,600 square feet and is operated by wholly-owned subsidiaries of UHS. In connection with these
acquisitions, ten-year lease agreements with six, 5-year renewal terms were executed with UHS for each FED. The
first four, 5-year renewal terms (covering years 2025 through 2044) include 2% annual lease rate increases, computed
on a cumulative and compounded basis, and the last two, 5-year renewal terms (covering the years 2045 through
2054) will be at the then fair market value lease rates. These leases are cross-defaulted with one another. UHS has the
option to purchase the leased properties upon the expiration of the fixed term and each five-year extended term at the
fair market value at that time. The aggregate acquisition cost of these facilities was approximately $12.8 million, and
the aggregate rental revenue earned by us at the commencement of the leases is approximately $900,000 annually.

Officers and Employees: Our officers are all employees of a wholly-owned subsidiary of UHS and although as of
December 31, 2017 we had no salaried employees, our officers do typically receive annual stock-based compensation
awards in the form of restricted stock. In special circumstances, if warranted and deemed appropriate by the
Compensation Committee of the Board of Trustees, our officers may also receive one-time compensation awards in
the form of restricted stock and/or cash bonuses.

Share Ownership: As of December 31, 2017 and 2016, UHS owned 5.7% and 5.8%, respectively, of our outstanding
shares of beneficial interest.

SEC reporting requirements of UHS: UHS is subject to the reporting requirements of the Securities and Exchange
Commission (“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 22%, 24% and 25% of our consolidated revenues for the years ended
December 31, 2017, 2016 and 2015, respectively, and since a subsidiary of UHS is our Advisor, you are encouraged

to obtain the publicly available filings for Universal Health Services, Inc. from the SEC’s website. These filings are the
sole responsibility of UHS and are not incorporated by reference herein.

Review, Approval and Ratification of Related Party Transactions

Pursuant to our Code of Business Conduct and Ethics, all employees, officers and Trustees of the Trust, including
family members and entities in which such persons have an interest (except any other publicly traded company in
which such persons have less than a 5% interest) should avoid any relationship or financial interest which gives rise to
an actual or potential conflict of interest between us and the employee, officer or Trustee. If an employee, officer or
Trustee becomes aware of an actual or potential conflict of interest, he or she should promptly bring it to the attention
of, and disclose all material facts to, one or more of a supervisor, a member of our legal staff, or the Chairperson of
the Nominating & Governance Committee of the Board.
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Pursuant to Section 4.9 of our Declaration of Trust, we may not engage in a transaction with any employee, officer,
agent or Trustee of the Trust or with any employee, officer, agent or director of the Advisor, or any affiliate thereof
except to the extent that such transaction has been approved or ratified by a majority of the Trustees who do not have
an interest in the transaction. We may not engage in a transaction with our Advisor or any affiliate thereof (such as
UHS) except to the extent that such transaction has been approved or ratified by a majority of the Independent
Trustees. In approving or rejecting the proposed agreement, the Trustees will consider the relevant facts and
circumstances available and deemed relevant, including but not limited to, the risks, costs, and benefits to us, the
terms of the transactions, the availability of other sources for comparable services or products, and, if applicable, the
impact on Trustee independence. In general, the Trustees shall only approve those agreements that, in light of known
circumstances, are in our best interests and that are fair and reasonable to us and our shareholders. For certain
transactions with related persons, our Declaration of Trust requires that, based on an independent real estate appraiser,
the total consideration is not in excess of the appraised value of the interest in the real property being acquired or
disposed of, as applicable. If a transaction involves payments by us for services rendered (other than as Advisor,
officer or Trustee), our Declaration of Trust requires that the payments made by us may not be in excess of payments
made by third-parties to the related person for comparable services in the same geographic area and may not be in
excess of fees charged by parties unrelated to us for comparable services in the same geographic area. All of our
transactions with UHS and our Advisor were approved by a majority of our Independent Trustees.
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AUDIT COMMITTEE REPORT

The Board of Trustees is committed to the accuracy and integrity of the Trust’s financial reporting. The Audit
Committee takes an involved and active role in delivering on this commitment.

The Audit Committee provides independent, objective oversight of our accounting functions and internal controls.

The Audit Committee reviews and evaluates, and discusses and consults with our management and the internal audit
personnel and the independent registered public accounting firm about the following:

the plan for, and the independent auditors’ report on, each audit of our consolidated financial statements and internal
controls;

changes in our accounting practices, principles, controls or methodologies, or in our financial statements;
significant developments in accounting rules;

the adequacy of our internal accounting controls, and accounting, financial and auditing personnel; and

the establishment and maintenance of a work environment that promotes ethical behavior.

The Audit Committee acts under a written charter which was originally adopted by the Board of Trustees in 2004 and
is reviewed and approved on an annual basis. The Audit Committee reviews, acts on and reports to the Board of
Trustees with respect to various auditing, accounting, financial reporting, internal control and regulatory compliance
matters. In discharging its oversight role, the Audit Committee may engage independent counsel and other advisers as
it determines necessary. In accordance with the Sarbanes-Oxley Act of 2002, the Audit Committee also has the direct
responsibility to select, evaluate, determine the compensation of, oversee, and where appropriate, replace our
independent auditors, and has the authority to resolve disagreements between management and our auditors. The
Audit Committee may establish procedures for the receipt, retention and treatment of complaints received by the Trust
regarding accounting and auditing matters, as well as confidential, anonymous submission by employees. The Board
of Trustees has determined that each of the members of the Audit Committee is “independent” within the meaning of the
rules of the NYSE and the Securities Exchange Act of 1934, as amended by the Sarbanes-Oxley Act of 2002.

The Audit Committee recommended to the Board of Trustees that the consolidated financial statements be included in

the Annual Report on Form 10-K. The Audit Committee took a number of steps in making this recommendation for
2017:

First, the Audit Committee discussed with our independent registered public accounting firm the overall scope and
plans for their audits.

Second, the Audit Committee met with the independent auditors, without management present, to discuss the results
of their audits, their evaluations of our internal controls and the overall quality of our financial reporting.

Third, the Audit Committee reviewed and discussed the audited financial statements in the Annual Report on Form
10-K with management, including a discussion of the quality, not just the acceptability, of the accounting principles,

the reasonableness of significant judgments, and the clarity of disclosures in the financial statements.
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Fourth, the Audit Committee reviewed with the independent auditors their judgments as to the quality, not just the
acceptability, of our accounting principles and such other matters as are required to be discussed with the Audit
Committee under auditing standards of the Public Company Accounting Oversight Board (United States).
Fifth, the Audit Committee discussed with the independent auditors the auditors’ independence from management and
the Trust, including the matters in the written disclosures required by the Independence Standards Board, and
considered the compatibility of non-audit services with the auditors’ independence.
Finally, the Audit Committee obtained and reviewed a report from the independent auditor describing: (i) the
independent auditor’s internal quality-control procedures; (ii) any material issues raised by the most recent internal
quality-control review, or peer review, of the independent auditor, or by any inquiry or investigation by
governmental or professional authorities within the preceding five years inspecting one or more independent audits
carried out by the independent auditor, and any steps taken to deal with any such issues; and (iii) all relationships
between the independent auditor and the Trust.
The Audit Committee reviewed our financial statements with the Board of Trustees and discussed them with KPMG
LLP during the 2017 fiscal year, along with the matters required to be discussed by Statement on Auditing Standards
No. 61, as amended (AICPA Professional Standards, Vol. 1 AU Section 380) as adopted by the Public Company
Accounting Oversight Board in Rule 3200T. The Audit Committee received from KPMG LLP the written disclosures,
including the letter, required by PCAOB 3524 and 3526 and discussed with KPMG LLP its independence. The Audit
Committee discussed with the independent accountants matters required to be discussed by Statement of Auditing
Standard No. 16, Communication with Audit Committees, as amended, and as adopted by the Public Company
Accounting Oversight Board. Based on these discussions with KPMG LLP and management and the financial
statement review, and such other matters deemed relevant and appropriate by the Audit Committee, the Audit
Committee recommended to the Board of Trustees that the audited financial statements be included in our 2017
Annual Report on Form 10-K, as filed on February 28, 2018.

AUDIT COMMITTEE
James E. Dalton, Jr., Chairman
Robert F. McCadden
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RELATIONSHIP WITH INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

KPMG LLP served as our independent registered public accounting firm for the 2017 and 2016 fiscal years and has
been selected to serve in that capacity for us for the 2018 fiscal year. It is anticipated that representatives of KPMG

LLP will be present at the Annual Meeting and will have an opportunity to make a statement, if they desire to do so,
and to respond to any appropriate inquiries of the shareholders or their representatives.

Set forth below are the fees paid or accrued for the services of KPMG LLP during 2017 and 2016:

2017 2016
Audit fees $720,800 $720,000
Audit-related fees — —
Tax fees 197,805 205,850
All other fees — —
Total $918,605 $925,850

Audit fees for 2017 and 2016 consisted primarily of professional services rendered to us or various audits of limited
liability companies in which we hold equity interests. Such audit services include audits of financial statements, audit
of the effectiveness of internal control over financial reporting (as required by Section 404 of the Sarbanes-Oxley Act
of 2002), reviews of our quarterly financial statements, and audit services provided in connection with regulatory
filings. Included in the 2017 audit fees were services incurred in connection with an at-the-market equity issuance
program as well as fees related to our 2017 acquisitions.

Tax fees for professional services rendered in 2017 and 2016 consisted primarily of the preparation of federal and
state income tax returns and consultation on various tax matters related to us or limited liability companies in which
we hold equity interests.

The Audit Committee has considered and determined that the provision of non-audit services by our principal auditor
is compatible with maintaining auditor independence.

All audit and permissible non-audit services provided to us by the independent auditors are pre-approved by the Audit
Committee, which considers whether the proposed services would impair the independence of the independent
auditors. The Chairperson of the Audit Committee may pre-approve audit and permissible non-audit services during
the time between Audit Committee meetings if the fees for the proposed services are less than $25,000.
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YOU ARE URGED TO VOTE, SIGN, DATE AND RETURN THE ACCOMPANYING PROXY IN THE
ENCLOSED POSTAGE-PAID ENVELOPE OR VOTE YOUR PROXY BY TELEPHONE OR INTERNET AT
YOUR EARLIEST CONVENIENCE, WHETHER OR NOT YOU CURRENTLY PLAN TO ATTEND THE
ANNUAL MEETING IN PERSON.

BY ORDER OF THE BOARD OF TRUSTEES

Cheryl K. Ramagano
Secretary
King of Prussia, Pennsylvania

April 26, 2018
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IMPORTANT ANNUAL MEETING INFORMATION Electronic Voting Instructions Available 24 hours a day, 7

days a week! Instead of mailing your proxy, you may choose one of the voting methods outlined below to vote your
proxy. VALIDATION DETAILS ARE LOCATED BELOW IN THE TITLE BAR. Proxies submitted by the Internet

or telephone must be received by 1:00 a.m., Central Time, on June 13, 2018. Vote by Internet * Go to
www.envisionreports.com/UHT ¢ Or scan the QR code with your smartphone ¢ Follow the steps outlined on the secure
website Using a black ink pen, mark your votes with an X as shown in this example. Please do not write outside the
designated areas. Vote by telephone ¢ Call toll free 1-800-652-VOTE (8683) within the USA, US territories & Canada
on a touch tone telephone * Follow the instructions provided by the recorded message Annual Meeting Proxy Card q IF
YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION,
DETACH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. q A Proposals — The Board
of Trustees recommends a vote FOR the listed nominees in Proposal 1, and FOR Proposals 2 and 3. 1. Election of
Trustees: 01 - Marc D. Miller For Withhold + 02 - Gayle L. Capozzalo 2. Advisory (nonbinding) vote to approve
named executive officer compensation. For Against Abstain 3. To ratify the selection of KPMG LLP, as the Trust’s
independent registered public accounting firm for the fiscal year ending December 31, 2018. For Against Abstain
Discretionary authority is hereby granted with respect to such other matters as may properly come before the meeting.
WHEN PROPERLY EXECUTED, THIS PROXY WILL BE VOTED AS DESIGNATED. IF NO CHOICE IS
SPECIFIED, THE PROXY WILL BE VOTED FOR THE NOMINEES LISTED IN PROPOSAL 1, AND FOR
PROPOSALS 2 AND 3. B Authorized Signatures — This section must be completed for your vote to be counted. — Date
and Sign Below The undersigned acknowledges receipt of the Notice of Annual Meeting of Shareholders. Please sign
exactly as name appears hereon. Each joint owner shall sign. Executors, administrators, trustees, etc. should give full
title. Date (mm/dd/yyyy) — Please print date below. Signature 1 — Please keep signature within the box. Signature 2 —
Please keep signature within the box. IF VOTING BY MAIL, YOU MUST COMPLETE SECTIONS A - C ON

BOTH SIDES OF THIS CARD. 1 U P X 02SPNA
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IF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION,
DETACH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. q + Proxy — Universal
Health Realty Income Trust This Proxy is Solicited By The Board of Trustees For The Annual Meeting of
Shareholders To Be Held on June 13, 2018 Alan B. Miller and Cheryl K. Ramagano, and each of them, as the true and
lawful attorneys, agents and proxies of the undersigned, with full power of substitution, are hereby authorized to
represent and to vote, as designated on the reverse side, all shares of Universal Health Realty Income Trust (the “Trust”)
held of record by the undersigned on April 16, 2018 at the Annual Meeting of Shareholders to be held at 10:00 a.m.,
on Wednesday, June 13, 2018 at the offices of the Trust at Universal Corporate Center, 367 South Gulph Road, King
of Prussia, Pennsylvania and at any adjournment thereof. Any and all proxies heretofore given are hereby revoked.
(This proxy is continued on reverse side) PLEASE SIGN ON REVERSE SIDE AND RETURN PROMPTLY C
Non-Voting Items Change of Address — Please print new address below. Meeting Attendance Mark box to the right if
you plan to attend the Annual Meeting. IF VOTING BY MAIL, YOU MUST COMPLETE SECTIONS A - C ON
BOTH SIDES OF THIS CARD.
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