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EXPLANATORY NOTE

This Registration Statement contains a Prospectus relating to a public
offering in the United States and Canada (the "U.S. Offering") of an aggregate
of 25,120,000 shares of common stock (the "Common Stock") of Boston
Properties, Inc., a Delaware corporation, together with separate Prospectus
pages relating to a concurrent offering outside the United States and Canada
of an aggregate of 6,280,000 shares of Common Stock (the "International
Offering"). The complete Prospectus for the U.S. Offering follows immediately.
After such Prospectus are the following alternate pages for the International
Offering: a front cover page; an "Underwriting" section; and a back cover
page. All other pages of the Prospectus for the U.S. Offering are to be used
for both the U.S. Offering and the International Offering.
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Boston Properties, Inc. has been formed to succeed to the real estate
development, redevelopment, acquisition, management, operating and leasing
businesses associated with the predecessor company founded by Mortimer B.
Zuckerman and Edward H. Linde in 1970. The Company is one of the largest owners
and developers of office properties in the United States, with a significant
presence in Greater Boston, Greater Washington, D.C. and midtown Manhattan.
Upon completion of the Offering, the Company will own 75 properties aggregating
approximately 11.0 million square feet, 89% of which was developed or
redeveloped by the Company. The Company's portfolio consists of 63 office
properties (including seven under development), two hotels, nine industrial
properties, and one garage property. In addition, the Company will own, have
under contract or have options to acquire six parcels of land, which will
support approximately 1.0 million square feet of development.

Following the Offering, Mr. Zuckerman will serve as Chairman, Mr. Linde will
serve as President and Chief Executive Officer and together they will own a
31.9% economic interest in the Company. The Company is a fully integrated,
self-administered and self-managed real estate company and expects to qualify
as a real estate investment trust ("REIT") for federal income tax purposes.
Upon completion of the Offering, the Company will have a $300 million unsecured
line of credit.

All of the shares of the Common Stock offered hereby are being sold by the
Company. Of the 31,400,000 shares of Common Stock being offered hereby,
25,120,000 shares are being offered initially in the United States and Canada
by the U.S. Underwriters and 6,280,000 shares are being offered initially
outside the United States and Canada by the International Managers. See
"Underwriting."

Prior to the Offering, there has been no public market for the Common Stock.
It is currently estimated that the initial public offering price will be
between $24.00 and $26.00 per share. See "Underwriting" for information
relating to the factors to be considered in determining the initial public
offering price. The Common Stock has been approved for listing on the New York
Stock Exchange under the symbol "BXP," subject to official notice of issuance.

SEE "RISK FACTORS" BEGINNING ON PAGE 20 FOR CERTAIN FACTORS RELEVANT TO AN
INVESTMENT IN THE COMMON STOCK, INCLUDING:

The Company intends to develop commercial properties and its return on
such investments can be lower than anticipated because properties can cost
more to develop, take longer to develop or lease, or lease for lower rent
than anticipated;

The Company intends to acquire portfolios or individual properties; such
acquisitions may not achieve their intended return;

Conflicts of interest exist between the Company and Messrs. Zuckerman and
Linde in connection with the formation of the Company and its continuing
operations, including with respect to certain restrictions on the
Company's ability to sell or transfer four properties, for a period of ten
years, without the consent of Messrs. Zuckerman and Linde;

The Company relies on key personnel whose continued service is not
guaranteed, including Messrs. Zuckerman and Linde;

The consideration to be given by the Company for properties at the
completion of the Offering may exceed their fair market value; no third-
party appraisals were obtained by the Company regarding these properties;

Real estate investment and property management are inherently risky as
rents can fluctuate and operating costs can increase;

The Company may not be able to refinance indebtedness on favorable terms,
and interest rates might increase on amounts drawn under the Company's
proposed line of credit;

If the Company fails to qualify as a REIT, it will be taxed as a regular
corporation; and

The ability of stockholders to change control of the Company is limited
due to certain provisions of the Company's organizational documents and
Delaware law.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND
EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION NOR HAS THE SECURITIES
AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION PASSED UPON THE
ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE

CONTRARY IS A CRIMINAL OFFENSE.



PRICE TO UNDERWRITING PROCEEDS TO
PUBLIC DISCOUNT (1) COMPANY (2)

(1) The Company has agreed to indemnify the several Underwriters against
certain liabilities, including liabilities under the Securities Act of
1933, as amended. See "Underwriting."

(2) Before deducting estimated expenses of $ payable by the Company.

(3) The Company has granted the U.S. Underwriters a 30-day option to purchase
up to an additional 3,768,000 shares of Common Stock, and has granted the
International Managers a 30-day option to purchase up to an additional
942,000 shares of Common Stock, on the same terms and conditions as set
forth above solely to cover overallotments, if any. If such options are
exercised in full, the total Price to Public, Underwriting Discount and
Proceeds to Company will be $ , S and $ , respectively. See
"Underwriting."

The shares of Common Stock are offered by the several Underwriters, subject
to prior sale, when, as and if issued and accepted by them, subject to approval
of certain legal maters by counsel for the Underwriters. The Underwriters
reserve the right to withdraw, cancel or modify such offer and to reject orders
in whole or in part. It is expected that delivery of the shares will be made in
New York, New York on or about , 1997.

Joint Lead Managers and Joint Bookrunners
MERRILL LYNCH & CO. GOLDMAN, SACHS & CO.

BEAR, STEARNS & CO. INC.
MORGAN STANLEY DEAN WITTER

PAINEWEBBER INCORPORATED
PRUDENTIAL SECURITIES INCORPORATED
SMITH BARNEY INC.

The date of this Prospectus 1is , 1997.



[Map showing location of the Company's
Greater Boston properties]

Certain persons participating in this Offering may engage in transactions
that stabilize, maintain or otherwise affect the price of the Common Stock.
Such transactions may include stabilizing, the purchase of Common Stock to
cover syndicate short positions and the imposition of penalty bids. For a
description of these activities, see "Underwriting."
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For a summary of property, property type, operating and ownership data regarding
the Properties see the "Summary Property Data" table contained herein.
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PROSPECTUS SUMMARY

This summary is qualified in its entirety by the more detailed information
included elsewhere in this Prospectus. Boston Properties Limited Partnership, a
Delaware limited partnership of which Boston Properties, Inc. is the sole
general partner, is referred to as the "Operating Partnership." Unless
otherwise indicated, the information contained in this Prospectus assumes that
(i) the Underwriters' overallotment option is not exercised, (ii) the
transactions described under "Structure and Formation of the Company" are
consummated, (iii) none of the units of limited partnership of the Operating
Partnership ("OP Units"), which are redeemable for cash or, at the election of
the Company, exchangeable for Common Stock, are so redeemed or exchanged, and
(iv) the Common Stock to be sold in the Offering is sold at $25.00 per share.
All references in this Prospectus to the "Company" refer to Boston Properties,
Inc. and its subsidiaries, including the Operating Partnership, collectively,
unless the context otherwise requires. All references in this Prospectus to the
historical activities of the Company refer to the activities of the Boston
Properties Predecessor Group. See "Glossary" for the definitions of certain
terms used in this Prospectus.

THE COMPANY

The Company has been formed to succeed to the real estate development,
redevelopment, acquisition, management, operating and leasing businesses
associated with the predecessor company founded by Mortimer B. Zuckerman and
Edward H. Linde in 1970. The Company is one of the largest owners and
developers of office properties in the United States, with a significant
presence in six submarkets in Greater Boston, five submarkets in Greater
Washington, D.C. and the Park Avenue submarket of midtown Manhattan. Following
the Offering, Messrs. Zuckerman and Linde will beneficially own in the
aggregate a 31.9% economic interest in the Company and the other senior
officers of the Company will beneficially own in the aggregate a 2.4% economic
interest in the Company (in each case assuming the exchange of all OP Units for
Common Stock). Messrs. Zuckerman and Linde have agreed that, while they serve
as directors or officers of the Company (but in any event for a minimum of
three years), the Company will be the exclusive entity through which they
develop or acquire commercial properties. See "Management--Employment and
Noncompetition Agreements." The Company expects to qualify as a REIT for
federal income tax purposes for the year ending December 31, 1997.

Upon the completion of the Offering, the Company will own a portfolio of 75
commercial real estate properties (the "Properties") aggregating approximately
11.0 million square feet, 89% of which was developed or substantially
redeveloped by the Company. The Company will own a 100% fee interest in 61 of
the Properties that in 1996 (on a pro forma basis) accounted for 98% of the
Company's rental revenues. The Properties consist of 63 office properties with
approximately 7.8 million net rentable square feet, including seven office
properties currently under development or redevelopment totaling approximately
810,000 net rentable square feet and one Property under contract to purchase
with approximately 170,000 net rentable square feet (the "Office Properties");
nine industrial properties with approximately 925,000 net rentable square feet
(the "Industrial Properties™); two hotels totaling 833 rooms and approximately
750,000 square feet (the "Hotel Properties"); and a 1,170 space parking garage
with approximately 330,000 square feet (the "Garage Property"). In addition,
the Office Properties contain approximately 1.3 million square feet of
structured parking for 4,222 vehicles. The seven Office Properties currently
under development or redevelopment are referred to herein as the "Development
Properties." The Company will also own, have under contract or have options to
acquire six undeveloped parcels of land totaling 47.4 acres, located in Greater
Boston and Greater Washington, D.C., which will support approximately 1.0
million square feet of development. The Company currently manages all of the
Properties except the Hotel Properties, which are managed by Marriott
International, Inc. ("Marriott(R)"), the Garage Property and other parking
garages that are a part of certain of the Office Properties. The Garage
Property and other parking garages are being managed by third parties to help
the Company to qualify as a REIT. See "Business and Properties."

Over its 27 year history, the Company has developed 72 properties totaling
13.7 million square feet, including properties developed for third parties. The
Company owns 49 of these properties, totaling 8.9 million square feet. The
Properties are primarily located in twelve submarkets, including six submarkets
in Greater Boston, five submarkets in Greater Washington, D.C. and the Park
Avenue submarket of midtown Manhattan.



The following table provides a summary of the Escalated Rent and square
footage of the Office and Industrial Properties in each of the Company's
markets as a percentage of the Company's total portfolio of Office and
Industrial Properties:

PERCENTAGE OF PERCENTAGE OF
NUMBER OF TOTAL TOTAL
PROPERTIES ESCALATED RENT SQUARE FEET

Greater Boston..........cuiuvvunenn. 31 25.1% 33.2%
Greater Washington, D.C. ......... 27 46.8 48.5
Midtown Manhattan................. 1 26.8 11.5
Other. .. vttt ittt i i 13 1.3 6.8

This table excludes the two Hotel Properties and the Garage Property, all of
which are located in Greater Boston. Escalated Rent, as used throughout this
Prospectus, is the sum of the annualized base rent specified in a tenant's
lease, plus any contractual increases in base rent that have taken effect prior
to December 31, 1996 in accordance with the lease (for example, a lease might
provide for five percent per year increases to base rent), plus annualized
operating and other expenses, such as taxes and water bills which are
obligations of the Company (and reflected as expenses on the Company's income
statement) but which are reimbursed by the tenant with such reimbursement being
reflected on the Company's income statement as rental revenue. Escalated Rent
is not reduced to reflect a rent concession that might result, at the
commencement of a lease, in rental payments that are lower than base rent for a
period of time.

The Company believes that the Properties are well positioned to provide a
base for continued growth. The Office and Industrial Properties are leased to
high quality tenants and located in submarkets with low vacancy rates and
rising rents. With the value added by the Company's in-house marketing,
leasing, construction of tenant improvements and property management programs,
the Properties have historically enjoyed high occupancy rates and efficient re-
leasing of vacated space.

As of December 31, 1996, the Office Properties (excluding the Development
Properties) and the Industrial Properties had an occupancy rate of 94% and the
Hotel Properties had an average occupancy rate for the year ended December 31,
1996 of 84%. Leases with respect to 10.3%, 10.9% and 7.0% of the leased square
footage of the Office and Industrial Properties expire in 1997, 1998 and 1999,
respectively. The weighted average Escalated Rent with step-ups (i.e.,
contractual increases in base rent that will have been implemented prior to the
expiration of the applicable lease) per square foot of such expiring square
footage is $17.93 compared to a weighted average Company quoted rental rate per
square foot as of January 1, 1997 for such expiring square footage of $20.34.
There can be no assurances that the Company will be able to re-let available
space at higher rental rates. The Company believes that it is appropriate to
compare Escalated Rent to the Company's quoted rental rate because the elements
that comprise Escalated Rent (including base rent plus step-ups and tenant
pass-throughs of operating expenses and real estate taxes) are the same as
those that a landlord would use to determine a quoted rental rate.

The Company's investment objective is to maximize growth in cash available
for distribution and to enhance the value of its portfolio through equity
investments in commercial real estate in order to maximize the total return to
stockholders. The Company will conduct all of its investment activities through
the Operating Partnership and its affiliates and currently intends to invest
primarily in the acquisition, development and redevelopment of commercial
properties, and the acquisition of land which the Company believes has
development potential. The Company intends to utilize its experience with, and
understanding of, the development and management of a range of commercial
property types to opportunistically pursue developments and acquisitions within
its existing and new markets. See "Policies with Respect to Certain
Activities--Investment Policies," "Business and Properties" and "Business and
Growth Strategies."

As a public company, the Company believes it will have improved access to
debt and equity financing and the ability to acquire properties and sites
through the issuance of stock and OP Units, which can be of particular value to
potential tax-sensitive sellers. The Company also believes that because of its
size and reputation it will be a desirable buyer for those institutions or
individuals wishing to sell individual properties or portfolios of properties
in exchange for an equity position in a public real estate company. See
"Business and Growth Strategies."

At present, the Company is developing for its own account the seven
Development Properties, totaling approximately 810,000 square feet, located in
Greater Boston and Fairfax County, Virginia (consisting of five Office
Properties that will be 100% owned by the Company and two Office Properties in
which the Company will own a 25% interest). The Development
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Properties are 79% pre-committed to tenants and the Company expects that its
Stabilized Return on Cost for these Properties will be approximately, in the
aggregate, 12%. In addition, on May 16, 1997 the Company entered into a
purchase and sale agreement to acquire, for $21.7 million, Newport Office Park,
a Class A office building in Quincy, Massachusetts with approximately 170,000
net rentable square feet and an expected Stabilized Return on Cost in excess of
10%. The acquisition is expected to close concurrently with the Offering,
although there can be no assurance that such purchase will be consummated. See
"The Company--History--Recent Activities" and "Business and Properties--The
Development Properties."

Concurrently with the completion of the Offering, the Company expects to have
a three-year $300 million unsecured revolving line of credit (the "Unsecured
Line of Credit") with BankBoston, N.A., as agent (the "Line of Credit Bank") to
facilitate its development and acquisition activities and for working capital
purposes. See "Unsecured Line of Credit." Immediately following the completion
of the Offering, the Company expects to have a debt to total market
capitalization ratio of approximately 37.6% (35.5% if the Underwriters'
overallotment option is exercised in full). The Company does not have a
specific policy regarding the amount of leverage that it expects to use as a
whole or with respect to individual properties.

The Company's Board of Directors will initially consist of five directors,
including Messrs. Zuckerman and Linde and three independent directors. Mr.
Linde, as President and Chief Executive Officer, will have an employment and
noncompetition agreement with the Company. In his capacity as Chairman of the
Board of Directors, Mr. Zuckerman will serve as a non-executive officer of the
Company and will be subject to a noncompetition agreement with the Company but
not an employment agreement. Mr. Zuckerman has historically devoted a
significant portion of his time to the Company and has no present intention of
diminishing his current level of involvement with the Company. See
"Management--Directors and Executive Officers" and "Management--Employment and
Noncompetition Agreements."

The Company intends to make regular quarterly distributions to its
stockholders, beginning with a distribution for the period commencing on the
completion of the Offering and ending on September 30, 1997.

The Company is a full-service real estate company, with substantial in-house
expertise and resources in acquisitions, development, financing, construction
management, property management, marketing, leasing, accounting, and legal
services. As of March 31, 1997, the Company had 284 employees, including 87
professionals involved in acquisitions, development, finance and legal matters.
The Company's 16 senior officers, together with Mr. Zuckerman, Chairman of the
Board, have an average of 24 years experience in the real estate industry and
an average of 16 years tenure with the Company. The Company's headquarters are
located at 8 Arlington Street, Boston, Massachusetts 02116 and its telephone
number is (617) 859-2600. In addition, the Company has regional offices at the
U.S. International Trade Commission Building at 500 E Street, SW, Washington,
D.C. 20024 and at 599 Lexington Avenue, New York, New York 10002.

RISK FACTORS

An investment in the Common Stock involves various risks, and prospective
investors should carefully consider the matters discussed under "Risk Factors"
prior to an investment in the Company. Such risks include, among others:

the development of commercial properties is subject to risks such as the
availability and timely receipt of regulatory approvals, the cost and
timely completion of construction, the availability of construction
financing on favorable terms, the timely leasing of the property, and the
leasing of the property at lower rental rates than anticipated, any of
which could have an adverse effect on the financial condition of the
Company;

the Company may acquire large properties or portfolios of properties that
would substantially increase the size of the Company, and the Company's
ability to assimilate such acquisitions and achieve the intended return on
investment cannot be assured;

conflicts of interest exist between the Company and Messrs. Zuckerman and
Linde because Messrs. Zuckerman and Linde determined the terms of the
Formation Transactions and the organizational documents that will govern
their ongoing relationship with the Company, and in connection with the
Formation Transactions they will receive material benefits;

conflicts of interest between the Company and Messrs. Zuckerman and Linde,
including conflicts associated with the sale of any of the Properties or
with the repayment of indebtedness because of possible adverse tax
consequences which may influence them to not act in the best interests of
the stockholders; in particular, for a period of ten years the Company
will, in general, be restricted from selling or transferring in a taxable
transaction any of four Designated Properties without the consent of
Messrs. Zuckerman and Linde.



dependence on key personnel whose continued service is not guaranteed,
particularly Messrs. Zuckerman and Linde;

the possibility that the consideration to be given by the Company for the
Properties and other assets at the completion of the Offering may exceed
their fair market value; no third-party appraisals were obtained by the
Company regarding the Properties and other assets;

real estate investment and property management risks such as the need to
renew leases or relet space upon lease expirations and, at times, to pay
renovation and reletting costs in connection therewith, the effect of
economic conditions on property cash flows and values, the ability of
tenants to make lease payments, the ability of a property to generate
revenue sufficient to meet operating expenses and debt service, all of
which may adversely affect the Company's ability to make expected
distributions to stockholders;

the possibility that the Company may not be able to refinance outstanding
indebtedness upon maturity or acceleration, that such indebtedness might
be refinanced at higher interest rates or otherwise on terms less
favorable to the Company than existing indebtedness, and the lack of
limitations in the Company's organizational documents on the amount of
indebtedness the Company may incur;

taxation of the Company as a corporation if it fails to qualify as a REIT
for federal income tax purposes, the Company's liability for certain
federal, state and local income taxes in such event, and the resulting
decrease in cash available for distribution;

anti-takeover effect of limiting actual or constructive ownership of
Common Stock of the Company by a single person other than Mr. Zuckerman
and Mr. Linde (and certain associated parties) to 6.6% of the outstanding
capital stock, subject to certain specified exceptions, and certain other
provisions contained in the organizational documents of the Company and
the Operating Partnership, and of a shareholder rights plan adopted by the
Company, any of which may have the effect of delaying or preventing a
transaction or change in control of the Company that might involve a
premium price for the Common Stock or otherwise be in the best interests
of the Company's stockholders;

After depreciation and amortization, the Company has had historical
accounting losses for certain fiscal years and there can be no assurances
that the Company will not have similar losses in the future.

the absence of a prior public market for the Common Stock; lack of
assurances that an active trading market will develop; and

immediate and substantial dilution in the net tangible book value per
share of the shares of Common Stock purchased in the Offering.

BUSINESS AND GROWTH STRATEGIES
BUSINESS STRATEGY

The Company's primary business objective is to maximize growth in cash
available for distribution and total return to stockholders. The Company's
strategy to achieve this objective is: (i) to selectively acquire and develop
properties in the Company's existing markets, adjacent markets and in new
markets that present favorable opportunities; (ii) to maintain high occupancy
rates at rents that are at the high end of the markets in which the Properties
are located, and to continue to achieve high room and occupancy rates in the
Hotel Properties; and (iii) to selectively provide comprehensive, project-level
development and management services to third parties. See "Business and Growth
Strategies."

GROWTH STRATEGIES
External Growth

The Company has targeted four areas of development and acquisition as
significant opportunities to execute the Company's external growth strategy:

Acquire Land for Development. The Company believes that development of
well-positioned office buildings and R&D properties is currently or will be
justified in many of the submarkets in which the Company has a presence. The
Company believes in acquiring land in response to market conditions that
allow for the development of such land in the relatively near term.

Acquire Existing Underperforming Assets. The Company has actively pursued
and continues to pursue opportunities to acquire existing buildings that,
while currently generating income, are either underperforming the market due
to poor management or are currently leased below market with anticipated
roll-over of space. These opportunities may include the acquisition of
entire portfolios of properties, including large portfolios that have the
potential to alter significantly the capital structure of the Company.



Acquire Assets from Institutions or Individuals. The Company believes that
due to its size, management strength and reputation it will be in an
advantageous position to acquire portfolios of assets or individual
properties from institutions or individuals seeking to convert their
ownership on a property level basis to the ownership of equity in a
diversified real estate operating company that offers liquidity through
access to the public equity markets. In addition, the Company may pursue
mergers with and acquisitions of compatible real estate firms. The ability
to offer OP Units to sellers who would otherwise recognize a gain upon a
sale of assets for cash or common stock may facilitate this type of
transaction on a tax-efficient basis. The Company is currently in
discussions with certain institutional investors to acquire certain of their
portfolio properties, but no assurances can be given that the Company will
purchase any of such properties.

Provide Third-Party Development Management Services. While the primary
objective of the Company has been, and will continue to be, the development
and acquisition of quality, income producing buildings to be held for long
term ownership, the Company intends to engage in a select amount of
comprehensive project-level development management services for third
parties.

Internal Growth

The Company believes that significant opportunities exist to increase cash
flow from its existing Properties because they are high quality properties in
desirable locations in submarkets that are experiencing rising rents, low
vacancy rates and increasing demand for office, R&D and industrial space.

Cultivate Existing Submarkets. Substantially all of the Company's square
footage of Office and Industrial Properties are located in twelve submarkets
in Greater Boston, Greater Washington, D.C. and midtown Manhattan. These
submarkets are experiencing increasing rents and as a result current market
rates often exceed the rents being paid by the Company's tenants. The
Company expects that leases expiring over the next three years will be
renewed, or space relet, at higher rents. Leases with respect to 10.3%,
10.9% and 7.0% of the leased square footage of the Office and Industrial
Properties expire in 1997, 1998 and 1999, respectively. The weighted average
Escalated Rent with step-ups per square foot of such expiring square footage
is $17.93 compared to a weighted average Company quoted rental rate per
square foot as of January 1, 1997 for such expiring square footage of
$20.34. There can be no assurance that the Company will be able to re-let
available space at higher rental rates.

Directly Manage Properties to Maximize the Potential for Tenant
Retention. The Company itself provides property management services, rather
than contracting for this service, to achieve awareness of and
responsiveness to tenant needs. The Company has long recognized that renewal
of existing tenant leases, as opposed to tenant replacement, often provides
the best operating results, because renewals minimize transaction costs
associated with marketing, leasing and tenant improvements and avoid
interruptions in rental income during periods of vacancy and renovation of
space.

Replace Tenants Quickly at Best Available Market Terms and Lowest Possible
Transaction Costs. The Company believes that it has a competitive advantage
in attracting new tenants and achieving rental rates at the higher end of
its markets as a result of its well-located, well-designed and well-
maintained properties, its reputation for high quality building

services and responsiveness to tenants, and its ability to offer expansion
and relocation alternatives within its submarkets.

THE PROPERTIES
Upon completion of the Offering, the Company will own the 63 Office
Properties, the nine Industrial Properties, the two Hotel Properties and the
Garage Property. Seven of the Office Properties are currently under development
by the Company and are referred to as the "Development Properties."

OFFICE PROPERTIES

The Office Properties consist of 36 Class A office buildings (including three

Development Properties) ("Class A Office Buildings") and 27 properties
(including four Development Properties) that support both office and technical
uses ("R&D Properties"). The Company considers Class A office buildings to be

buildings that are centrally located, professionally managed and maintained,
attract high-quality tenants and command upper-tier rental rates, and are
modern structures or have been modernized to compete with newer buildings. The
Company's 36 Class A Office Buildings contain approximately 6.2 million
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net rentable square feet in urban and suburban settings in Greater Boston,
Greater Washington, D.C. and midtown Manhattan. The Company's Class A Office
Buildings include 599 Lexington Avenue in midtown Manhattan, which has
approximately 1.0 million net rentable square feet. As of December 31, 1996,
the 33 completed Class A Office Buildings had an occupancy rate of 96%. The
Company has developed or substantially redeveloped 35 of the Class A Office
Buildings (including Development Properties) since 1980, containing
approximately 6.1 million net rentable square feet. A number of the Office
Properties include parking, and the Company's Garage Property (a free-standing
garage containing 1,170 spaces) is located at the Company's Cambridge Center
development.

The R&D Properties contain approximately 1.6 million net rentable square feet
and consist primarily of suburban properties located in the Fairfax County,
Virginia submarket of Greater Washington, D.C. and the East Cambridge and Route
128 Northwest submarkets of Greater Boston. As of December 31, 1996, the 23
completed R&D Properties had an occupancy rate of 96%. The Company has
developed or substantially redeveloped 17 of the R&D Properties (including
Development Properties) since 1981.

As of December 31, 1996, the Office Properties were leased to 353 tenants and
no single tenant (other than the General Services Administration, whose lease
obligations are full faith and credit obligations of the United States
government) accounted for more than approximately 9.3% of the aggregate
Escalated Rent of the Company's Office and Industrial Properties.

INDUSTRIAL PROPERTIES

The nine Industrial Properties are located in California, Maryland,
Massachusetts, and Pennsylvania and contain approximately 925,000 rentable
square feet. As of December 31, 1996, the Industrial Properties had 14 tenants
and, excluding a 221,000 net rentable square foot building in Hayward,
California (which is 27% leased, but for which the Company has entered into a
lease with respect to the remaining space), an occupancy rate of 94%.

HOTEL PROPERTIES

The two Hotel Properties are located in Boston and Cambridge, Massachusetts.
The 402 room Long Wharf Marriott (R) Hotel is an eight-story building located on
the Boston Harbor waterfront. The hotel is within easy walking distance of
Boston's business and financial district and many of the city's major
attractions. For the year ended December 31, 1996, the hotel had an occupancy
rate of 86.0%, an Average Daily Rate ("ADR") of $201.18 and Revenue per
Available Room ("REVPAR") of $173.01. Management believes that REVPAR (as
defined more fully in the Glossary) is an industry standard measure used to
present hotel operating data. The 431 room Cambridge Center Marriott (R) Hotel
is a 25-story building located in Kendall Square, Cambridge and adjacent to the
MIT campus. For the year ended December 31, 1996, the hotel had an occupancy
rate of 82.1%, an ADR of $150.52 and REVPAR of $123.58.

To assist the Company in maintaining its status as a REIT, the Company will
lease the Hotel Properties, pursuant to a lease with a participation in the
gross receipts of the Hotel Properties, to a lessee in which Messrs. Zuckerman
and Linde will be the sole member-managers. Messrs. Zuckerman and Linde will
have a 9.8% economic interest in such lessee and one or more unaffiliated
public charities will have a 90.2% economic interest. Marriott International,
Inc. will continue to manage the Hotel Properties under the Marriott (R) name
pursuant to a management agreement with the lessee. Under the REIT
requirements, revenues from a hotel are not considered to be rental income for
purposes of certain income tests which a REIT must meet. See "Federal Income
Tax Consequences--Requirements for Qualification." Accordingly, in order to
maintain its qualification as a REIT, the Company has entered into the
participating lease described above to provide revenue which qualifies as
rental income under the REIT requirements.

The Properties are depreciated, for GAAP purposes, on a straight-line basis
over the estimated useful lives of: (i) 25-40 years with respect to land
improvements; (ii) 10-40 years with respect to building costs; (iii) 5-7 years
with respect to furniture, fixtures and equipment; and tenant improvements over
the shorter of the estimated useful life of the improvement or the term of the
tenant's lease.



SUMMARY PROPERTY DATA

Set forth below is a summary of information regarding the
Properties, including the seven Development Properties. Properties
marked with an asterisk will secure indebtedness of the Company
upon completion of the Offering.

NET PERCENT ESCALATED
YEAR (S) NO. RENTABLE LEASED RENT PERCENT OF
PERCENT BUILT/ OF SQUARE AS OF AS OF ESCALATED

PROPERTY NAME LOCATION OWNERSHIP RENOVATED (1) BLDGS. FEET 12/31/96 12/31/96(2) RENT
OFFICE

PROPERTIES:
Class A Office
Buildings:

+*599 Lexington

Avenue (4)...... New York, NY 100.0% 1986 1 1,000,070 97% $ 51,470,410 26.8%
+*Two

Independence

Square (5) (6).. SW Washington, DC 100.0 1992 1 579,600 100 21,185,671 11.0
Democracy

Center.......... Bethesda, MD 100.0 1985-88/94-96 3 680,000 96 15,047,361 7.8
*One

Independence

Square (5)...... SW Washington, DC 100.0 1991 1 337,794 100 12,650,434 6.6
*Capital

Gallery......... SW Washington, DC 100.0 1981 1 396,255 93 12,229,487 6.4
#2300 N Street.. NW Washington, DC 100.0 1986 1 276,906 88 11,712,087 6.1
US International

Trade Commission

Building

(5) (7)eennionn.. SW Washington, DC 100.0 1987 1 243,998 100 6,673,165 3.5
One Cambridge

Center.......... Cambridge, MA 100.0 1987 1 215,385 100 6,015,824 3.1
*Ten Cambridge

Center.......... Cambridge, MA 100.0 1990 1 152,664 100 4,251,071 2.2
*191 Spring

Street.......... Lexington, MA 100.0 1971/95 1 162,700 100 3,986,701 2.1
*Newport Office

Park (8)........ Quincy, MA 100.0 1988 1 168,829 95 3,192,026 1.7
*10 & 20

Burlington Mall

Road.....oouvvunn Burlington, MA 100.0 1984-86/95-96 2 152,552 100 3,131,736 1.6
Lexington Office

Park....eweennnn Lexington, MA 100.0 1982 2 168,500 92 2,995,506 1.6
Waltham Office

Center.......... Waltham, MA 100.0 1968-70/87-88 3 129,658 100 2,575,521 1.3
Three Cambridge

Center.......... Cambridge, MA 100.0 1987 1 107,484 100 2,406,808 1.3
*Montvale Center

(9) v eii it Gaithersburg, MD 75.0 1987 1 122,157 100 2,195,966 1.1
170 Tracer

Lane......oeeen. Waltham, MA 100.0 1980 1 73,258 100 1,681,073 0.9
195 West

Street.......... Waltham, MA 100.0 1990 1 63,500 100 1,564,296 0.8
*Bedford

Business Park... Bedford, MA 100.0 1980 1 90,000 100 1,513,011 0.8
91 Hartwell

AVENUE. . v v v v v .. Lexington, MA 100.0 1985/96 1 122,135 51 1,318,024 0.7
33 Hayden

AVENUE. . v v v v v v Lexington, MA 100.0 1979 1 79,564 100 1,128,814 0.6
Eleven Cambridge

Center.......... Cambridge, MA 100.0 1984 1 79,616 100 1,118,563 0.6
100 Hayden

AvVenue.......... Lexington, MA 100.0 1985 1 55,924 100 1,098,034 0.6
8 Arlington

Street (10)..... Boston, MA 100.0 1860/1920/89 1 30,526 100 1,080,172 0.6
32 Hartwell

Avenue.......... Lexington, MA 100.0 1968-79/87 1 69,154 100 1,002,211 0.5
204 Second

Avenue.......... Waltham, MA 100.0 1981/93 1 40,974 100 812,518 0.4
92 Hayden

Avenue.......... Lexington, MA 100.0 1968/84 1 30,980 100 632,109 0.3
SUBTOTAL/WEIGHTED AVERAGE FOR CLASS A OFFICE BUILDINGS (11).... 33 5,630,183 96% $174,668,599 90.9%
R&D Properties:

*Bedford

Business Park... Bedford, MA 100.0% 1962-78/96 2 383,704 100% $ 3,265,991 1.7%
7601 Boston

Boulevard,

Building

Eight (5) (12)... Springfield, VA 100.0 1986 1 103,750 100 1,437,971 0.7
Fourteen

Cambridge

Center.......... Cambridge, MA 100.0 1983 1 67,362 100 1,315,519 0.7
*Hilltop

Business Center

(13) i eieeeen So. San Francisco, CA 35.7 early 1970's 9 144,479 90 1,030,288 0.5
7600 Boston

Boulevard,

Building Nine... Springfield, VA 100.0 1987 1 69,832 100 878,600 0.5

7500 Boston



Boulevard,
Building

Six (5) ...
8000 Grainger
Court, Building

Springfield, VA

Springfield, VA
7435 Boston
Boulevard,
Building One....
7451 Boston
Boulevard,
Building Two....
164 Lexington

Springfield, VA

Springfield, VA

Billerica, MA
7374 Boston
Boulevard,
Building

Four (5)........
8000 Corporate
Court, Building

Springfield, VA

Springfield, VA
7375 Boston
Boulevard,
Building

Ten (5) ...
17 Hartwell
Avenue..........

Springfield, VA

Lexington, MA

100.0

100.0

100.0

100.0

100.0

SUBTOTAL/WEIGHTED AVERAGE FOR R&D PROPERTIES.....

INDUSTRIAL
PROPERTIES:
38 Cabot
Boulevard (14)..
6201 Columbia
Park Road,
Building Two....
2000 South Club

Langhorne, PA

Landover, MD

Drive, Building
Three........... Landover, MD
40-46 Harvard

Street.......... Westwood, MA
25-33 Dartmouth
Street.......... Westwood, MA

1950 Stanford
Court, Building

ONne..vveennnnnnn Landover, MD

2391 West Winton

Avenue.......... Hayward, CA

560 Forbes

Boulevard (13).. So. San Francisco, CA
430 Rozzi Place

(13) eeee e i i iie So. San Francisco, CA

=
o
o
o
oe

100.0

100.0

100.0

35.7

35.7

SUBTOTAL/WEIGHTED AVERAGE FOR INDUSTRIAL PROPERTI

DEVELOPMENT
PROPERTIES:
Class A Office
Buildings:

BDM
International
Buildings (16)..
201 Spring
Street (17).....
R&D Properties:
7700 Boston
Boulevard,
Building

Twelve (18).....
7501 Boston
Boulevard,
Building

Seven (19)......
Sugarland
Building

Two (20) «.vu...
Sugarland
Building

One (20)........

Reston, VA

Lexington, MA

Springfield, VA

Springfield, VA

Herndon, VA

Herndon, VA

25.0

oo

100.0

100.0

100.0

1985

1984

1982

1982

1982

1984

1989

1988

1968

1972/84

1986

1988
1967/96

1966/96

1986
1974
early 1970's

early 1970's

1999

1997

1997

1997

1986/97

1985/97

SUBTOTAL/WEIGHTED AVERAGE FOR DEVELOPMENT PROPERTIES...........

TOTAL/WEIGHTED AVERAGE FOR OFFICE,

INDUSTRIAL AND DEVELOPMENT

PROPERTIES . i ittt teteenoesenensoaesasassssoanansssosasasssssnnas

ESCALATED ANNUAL NET
RENT EFFECTIVE
PER RENT PER
LEASED LEASED
SQUARE SQUARE
PROPERTY NAME FOOT (2) FOOT (3)

OFFICE
PROPERTIES:
Class A Office
Buildings:
+*599 Lexington

79,971

90,465

105,414

47,001

64,140

57,321

52,539

26,865

30,000

161,000

99,885

83,608
169,273

78,045

53,250
221,000
40,000

20,000

440,000

102,000

80,514

100 800,464 0.4
100 759,790 0.4
67 753,100 0.4
100 644,646 0.3
100 598,478 0.3
100 595,823 0.3
100 395,053 0.2
100 342,999 0.2
100 198,000 0.1
96% $ 13,016,722 6.8%
100% $ 865,613 0.5%
87 694,935 0.4
100 685,338 0.4
90 677,818 0.4
87 658,645 0.3
100 354,274 0.2
27(15) 234,000 0.1
100 238,000 0.1
100 114,949 0.1
78%(15) $ 4,523,572 2.4%
$192,208,893 100.0%

94%(21)




Avenue (4)......
+*Two
Independence
Square (5) (6)..
Democracy

Independence
Square (5)......
*Capital
Gallery.........
*2300 N Street..
US International
Trade Commission
Building

(5) (7)eennionn..
One Cambridge

*Newport Office
Park (8)........
*10 & 20

Burlington Mall

[

*Bedford
Business Park...
91 Hartwell
Avenue..........
33 Hayden

8 Arlington
Street (10).....
32 Hartwell
Avenue..........
204 Second
Avenue..........
92 Hayden
Avenue..........

36.

23.

37.

33.
.04

27.

27.

27.

24.

19.

20.

19.

19.

22.

17.

22.

24.

16.

21.

14.

14.

19.

35.

14.

.90

55

03

45

15

35

93

85

50

86

53

33

86

39

98

95

63

81

24

19

05

63

39

49

$47.

36.

21.

34.

31.
46.

24.

25.

23.

22.

19.

18.

16.

18.

20.

18.

19.

20.

15.

19.

13.

11.

18.

34.

12.

13

80

22

34

11
82

79

57

11

26

86

45

97

54

45

68

08

36

78

71

47

90

91

94

00

SUBTOTAL/WEIGHTED AVERAGE FOR CLASS A OFFICE BUILDINGS (11).... $32.15 $29.70

R&D Properties:
*Bedford
Business Park...
7601 Boston
Boulevard,
Building
Eight (5) (12)...
Fourteen
Cambridge

*Hilltop
Business Center
(13) e eieiie e
7600 Boston
Boulevard,
Building Nine...
7500 Boston
Boulevard,
Building

Six (5) ...
8000 Grainger
Court, Building

7435 Boston
Boulevard,
Building One....
7451 Boston
Boulevard,
Building Two....
164 Lexington

7374 Boston
Boulevard,
Building

Four (5)........
8000 Corporate
Court, Building

7375 Boston
Boulevard,

8.

13.

19.

12.

10.

10.

13.

10.

51

86

53

.95

58

01

.40

60

72

.33

39

.52

13.

18.

10.

10.

.18

85

47

.93

20

.98

.58

.07

.14

.97

14

.59



Building

Ten (5)......... 12.77
17 Hartwell
AvVenue.......... 6.60

INDUSTRIAL
PROPERTIES:

38 Cabot

Boulevard (14).. $ 5.38
6201 Columbia

Park Road,

Building Two.... 8.03
2000 South Club

Drive, Building

Three........... 8.20
40-46 Harvard
Street.......... 4.46
25-33 Dartmouth
Street.......... 9.75

1950 Stanford
Court, Building

Oone.....ooevvun. 6.65
2391 West Winton
Avenue.......... 3.90
560 Forbes

Boulevard (13).. 5.95
430 Rozzi Place

(13) e eieiie e 5.75

5.38

DEVELOPMENT

PROPERTIES:
Class A Office
Buildings:

BDM

International

Buildings (16).. -=
201 Spring

Street (17)..... -
R&D Properties:

7700 Boston

Boulevard,

Building

Twelve (18)..... -
7501 Boston

Boulevard,

Building

Seven (19)...... -
Sugarland

Building

Two (20) ... -=
Sugarland

Building

One (20)........ -—

TOTAL/WEIGHTED AVERAGE FOR OFFICE,
PROPERTIES. . ... it iiii i

INDUSTRIAL AND DEVELOPMENT

$25.87(21)

$ 9.75

$ 5.27

$23.91(21)



PERCENT YEAR
LOCATION OWNERSHIP BUILT
HOTEL PROPER-
TIES:
Long Wharf
Marriott........ Boston, MA 100.0% 1982
Cambridge Center
Marriott........ Cambridge, MA 100.0 1986
TOTAL/WEIGHTED AVERAGE FOR HOTEL PROPERTIES....
PERCENT YEAR
LOCATION OWNERSHIP BUILT
GARAGE PROPERTY:
Cambridge Center
North Garage.... Cambridge, MA 100.0% 1990

STRUCTURED PARK-
ING INCLUDED IN
CLASS A OFFICE

BUILDINGS.......

TOTAL FOR GARAGE
PROPERTY AND
STRUCTURED PARK-

TOTAL FOR ALL
PROPERTIES......

+ This Property accounted for more than 10% of
the year ended December 31, 1996.
Property,
Properties--The Office Properties."

* Upon completion of the Offering, the Company
approximately $695.3 million of indebtedness
See "Management's Discussion and Analysis of
Results of Operations--Liquidity and Capital

NUMBER  NUMBER DAILY  AVAILABLE DAILY AVAILABLE
oF oF SQUARE AVERAGE  RATE ROOM RATE ROOM
BUILDINGS ROOMS  FOOTAGE OCCUPANCY (ADR) (REVPAR) (22) (ADR) (REVPAR) (22)
1 402 420,000 86.0%  $201.18  $173.01 $192.95  $164.97
1 431 330,400 82.1 150.52 123.58 136.04 114.14
2 833 750,400 84.0% $174.97 $147.44 $163.50 $138.67
NUMBER  NUMBER
OF oF SQUARE
BUILDINGS SPACES FOOTAGE
1 1,170 332,442
4,222 1,260,530
5,392 1,592,972
75 11,032,847

the Predecessor's revenue for

For additional information about this
see the description of the Property under "Business and

expects to have outstanding
secured by these Properties.
Financial Condition and
Resources."

These dates do not include years in which tenant improvements were made to
the Properties, except with respect to 25-33 Dartmouth Street and 40-46
Harvard Street, whose interiors were completely rebuilt to satisfy tenant
needs in 1996.

Escalated Rent represents the annualized monthly Base Rent in effect
(after giving effect to any contractual increases in monthly Base Rent
that have occurred up to December 31, 1996) plus annualized monthly tenant
pass-throughs of operating and other expenses (but excluding electricity
costs paid by tenants) under each lease executed as of December 31, 1996,
or, if such monthly rent has been reduced by a rent concession, the
monthly rent that would have been in effect at such date in the absence of
such concession.

Annual Net Effective Rent Per Leased Square Foot represents the Base Rent
for the month of December 1996, plus tenant pass-throughs of operating and
other expenses (but excluding electricity costs paid by tenants), under
each lease executed as of December 31, 1996, presented on a straight-line
basis in accordance with GAAP, minus amortization of tenant improvement
costs and leasing commissions, if any, paid or payable by the Company
during such period, annualized.

The Company's New York offices are located in this building, where it
occupies 12,896 square feet. Upon completion of the Offering, the Company
expects to have outstanding approximately $225 million of indebtedness
secured by this Property.

The Property is leased on the basis of net usable square feet (which have
been converted to net rentable square feet for purposes of this table) due
to the requirements of the General Services Administration.

Upon completion of the Offering, the Company expects to have outstanding
approximately $122.2 million of indebtedness secured by this Property.

The Company's Washington, D.C. offices are located in this building, also
known as 500 E Street, where it occupies 15,612 square feet.

The Company has signed a purchase and sale agreement with respect to this
Property and anticipates closing simultaneously with the completion of the
Offering. There can be no assurance that the Company will acquire this
Property. See "Business and Properties--The Office Properties."

The Company owns a 75.0% general partner interest in the limited
partnership that owns this property. Because of the priority of the
Company's partnership interest, the Company expects to receive any
partnership distributions that are made with respect to this property.
The Property, which is used exclusively as the Company's headquarters,
constructed in two phases, circa 1860 and circa 1920.

The Class A Office Buildings contain 4,222 structured parking spaces.
The General Services Administration, the tenant of this Property, has an
option to purchase this Property on September 30, 1999 for $14.0 million
and on September 30, 2014 for $22.0 million.

The Company owns a 35.7% controlling general partnership interest in this
Property.

was

YEAR ENDED 12/31/96

AVERAGE REVENUE PER AVERAGE

YEAR ENDED 12/31/95

REVENUE PER




(14) The original building (100,000 net rentable square feet ) was built in
1972, with an expansion building (61,000 net rentable square feet)
completed in 1984.

(15) The Company's Industrial Property in Hayward, California was 27.0% leased
at December 31, 1996. The Company has entered into a lease with respect to
the remaining space. Excluding this Property, the Industrial Properties
had an occupancy rate of 94.0% at December 31, 1996.

(16) The Company is acting as development manager of these Properties and will
be a 25.0% member of a limited liability company that will own the
Properties. The Company's economic interest increases above 25.0% if
certain performance criteria are achieved. The Properties are expected to
be completed in 1999 and are 70.0% pre-leased to BDM International.

(17) The Property, which is currently under development by the Company, is
expected to be completed in late 1997 and is 100% pre-leased to MediaOne
of Delaware, Inc., formerly known as Continental Cablevision, Inc.

(18) The Property, which is currently under development by the Company, is
expected to be completed in late 1997 and is 100% pre-leased to
Autometric, Inc.

(19) The Property, which is currently under development by the Company, is
expected to be completed in late 1997 and is 100% pre-leased to the
General Services Administration (for the United States Customs Service).

(20) The Property, which was acquired by the Company on November 25, 1996, is
currently being redeveloped by the Company.

(21) Does not include the Development Properties.

(22) REVPAR is determined by dividing room revenue by available rooms for the
applicable period. Management believes that REVPAR (as defined more fully
in the Glossary) 1s an industry standard measure used to present hotel
operating data.

DEVELOPMENT PARCELS

At the completion of the Offering, the Company will own, have under contract,
or have an option to develop or acquire six parcels consisting of an aggregate
of 47.4 acres of land. The Company believes that this land, some of which needs
zoning or other regulatory approvals prior to development, will be able to
support an aggregate of approximately 1.0 million square feet of development.
The following chart provides additional information with respect to undeveloped
parcels:

NO. OF DEVELOPABLE
LOCATION SUBMARKET PARCELS ACREAGE SQUARE FEET (1)
Springfield, VA Fairfax County, VA 3 9.4 130,000
Lexington, MA Route 128 NW 1 6.8 50,000
Cambridge, MA East Cambridge, MA 1 4.2 539,000
Andover, MA Route 495 N 1 27.0 290,000
Total 6 47.4 1,009,000

(1) Represents the total square feet of development that the parcel(s) will
support.



MARKET INFORMATION

The Properties are primarily located in twelve submarkets in Greater Boston,
Greater Washington, D.C. and New York City.

Greater Boston Greater Boston is the seventh largest metropolitan area in the
United States and has emerged as one of the top investment centers in the
country. The Company will own Properties in the following six submarkets of
Greater Boston: East Cambridge, Route 128 Northwest, Route 128/Massachusetts
Turnpike, Route 128 Southwest, Route 128 South and Boston.

Greater Washington, D.C. Greater Washington, D.C., including the District of
Columbia and the adjacent areas of Northern Virginia and suburban Maryland, is
the fifth largest metropolitan area in the country and the heart of the
nation's federal government and policy-making activities. Within the Greater
Washington, D.C. market, the Company will own Properties in the following five
submarkets: Southwest Washington, D.C., West End Washington, D.C., Montgomery
County, Maryland, Fairfax County, Virginia, and Prince George's County,
Maryland.

New York City New York City is a world renowned business capital and cultural
center, with service and retail industries driving its economy. New York
remains the nation's leader in financial services and attracts international
transactions and global businesses. The Company's largest Property is located
in the Park Avenue submarket of midtown Manhattan.

For additional information regarding the Company's markets, see "Business and
Properties--The Office Properties" and "Business and Properties--The Industrial
Properties."



The following chart shows the geographic location of the Company's Office

and Industrial Properties,

rentable square feet and 1996 Escalated Rent:

MARKET/SUBMARKET

GREATER BOSTON
East Cambridge..
Route 128 NW
Bedford, MA.....
Billerica, MA...
Burlington, MA..
Lexington, MA

Route 128/MA
Turnpike
Waltham, MA.....
Route 128 SW
Westwood, MA....
Route 128 South
Quincy, MA......
Boston..........

Subtotal.........
GREATER
WASHINGTON, D.C.
SW Washington,
D.C.(3) e
West End
Washington,
D.C. ...vivin..
Montgomery
County, MD
Bethesda, MD....
Gaithersburg, MD

Fairfax County,
VA
Herndon, VA

Reston, VA (6)..
Springfield, VA
(3)(7) eeeeiins
Prince George's
County, MD

Landover, MD....

Subtotal.........
MIDTOWN MANHATTAN
Park Avenue.....
GREATER SAN
FRANCISCO
Hayward, CA.....
San Francisco,
CA (8) v,

Subtotal.........
BUCKS COUNTY,

PERCENT OF TOTAL. .

including the Development Properties, by net

NET RENTABLE SQUARE FEET OF
OFFICE AND INDUSTRIAL PROPERTIES

NUMBER OF OFFICE AND
INDUSTRIAL PROPERTIES........

MARKET/SUBMARKET

GREATER BOSTON
East Cambridge..
Route 128 NW
Bedford, MA.....
Billerica, MA...
Burlington, MA..
Lexington, MA

Route 128/MA
Turnpike
Waltham, MA.....
Route 128 SW
Westwood, MA....
Route 128 South
Quincy, MA......
Boston..........

NUMBER CLASS A PERCENT
OF OFFICE R&D INDUSTRIAL OF
PROPERTIES BUILDINGS PROPERTIES PROPERTIES TOTAL TOTAL
5 555,149 67,362 -- 622,511 7.2%
3 90,000 383,704 -- 473,704 5.
1 -- 64,140 - 64,140 0.
2 152,552 - -- 152,552 1.
10 790,957 30,000 -- 820,957 9.
6 307,390 - - 307,390 3.
2 -- -= 247,318 247,318 2.
1 168,829 - - 168,829 1.
1 30,526 - -- 30,526 0.
31 2,095,403 545,206 247,318 2,887,927 33.
4 1,557,647 - -= 1,557,647 17.
1 276,906 - -- 276,906 3.
3 680,000 - -= 680,000 7.
1 122,157 - -= 122,157 1.
2 -- 112,118 -= 112,118 1.
2 440,000 - -= 440,000 5.
11 - 789,428 - 789,428 9.
3 -- - 236,743 236,743 2.
27 3,076,710 901,546 236,743 4,214,999 48.
1 1,000,070 - -= 1,000,070 11.
1 -- -- 221,000 221,000 2.
11 -- 144,479 60,000 204,479 2.
12 -- 144,479 281,000 425,479 4.
1 -- - 161,000 161,000 1.
72 6,172,183 1,591,231 926,061 8,689,475 100.00%
........... 71.0% 18.3% 10.7% 100.0%
36 27 9 72
1996 ESCALATED RENT OF OFFICE AND
INDUSTRIAL PROPERTIES (1)
CLASS A PERCENT
OFFICE R&D INDUSTRIAL OF
BUILDINGS PROPERTIES PROPERTIES TOTAL TOTAL
$ 13,792,266 $ 1,315,519 $ - $ 15,107,785 7.9%
1,513,011 3,265,991 - 4,779,002 2.5
- 598,478 -- 598,478 0.3
3,131,736 - -- 3,131,736 1.6
12,161,399 198,000 -- 12,359,399 6.5
6,633,408 -= -- 6,633,408 3.5
- -= 1,336,463 1,336,463 0.7
3,192,026 -= -- 3,192,026 1.7
1,080,172 - - 1,080,172 0.6



Subtotal......... 41,504,018 5,377,988 1,336,463 48,218,469 25.1
GREATER
WASHINGTON, D.C.

SW Washington,

D.C.(3)veninnnnn 52,738,757 -= -- 52,738,757 27.4
West End

Washington,

D.Ci viviniinenn 11,712,087 - -- 11,712,087 6.1
Montgomery

County, MD

Bethesda, MD.... 15,047,361 -= -- 15,047,361 7.8
Gaithersburg, MD

[ 2,195,966 -= -- 2,195,966 1.1
Fairfax County,

VA

Herndon, VA

Reston, VA (6).. —— - - —— —_—
Springfield, VA

(3)(7) eeeiiinn -- 6,608,446 - 6,608,446 3.4
Prince George's

County, MD

Landover, MD.... - - 1,734,547 1,734,547 0.9
Subtotal......... 81,694,171 6,608,446 1,734,547 90,037,164 46.8
MIDTOWN MANHATTAN

Park Avenue..... 51,470,410 -= - 51,470,410 26.8
GREATER SAN
FRANCISCO

Hayward, CA..... - - 234,000 234,000 0.1

San Francisco,

CA (8)vivienenn. - 1,030,288 352,949 1,383,237 0.7
Subtotal......... - 1,030,288 586,949 1,617,237 0.8
BUCKS COUNTY,

20 - - 865,613 865,613 0.5
TOTAL. . v vv v eeennn $174,668,599 $13,016,722 $4,523,572 $192,208,893 100.0%
PERCENT OF TOTAL.....vvuuvenn. 90.9% 6.8% 2.4% 100.0%
NUMBER OF OFFICE AND

INDUSTRIAL PROPERTIES........ 36 27 9 72

(1) Escalated Rent represents the annualized monthly Base Rent in effect
(after giving effect to any contractual increases in monthly Base Rent
that have occurred up to December 31, 1996) plus annualized monthly tenant
pass-throughs of operating and other expenses (but excluding electricity
costs paid by tenants) under each lease executed as of December 31, 1996,
or, if such monthly rent has been reduced by a rent concession, the
monthly rent that would have been in effect at such date in the absence of
such concession.

(2) Does not include 1996 Escalated Rent for one Class A Office Building
currently under development by the Company.

(3) Certain of such Properties are leased on the basis of net usable square
feet (which have been converted to net rentable square feet for purposes
of this table) due to the requirements of the General Services
Administration.

(4) The Company will own a 75.0% general partner interest in the limited
partnership that will own this property. Because of the priority of the
Company's partnership interest, the Company expects to receive any
partnership distributions that are made with respect to this property.

(5) Includes net rentable square feet for two R&D Properties currently under
redevelopment by the Company.

(6) Includes net rentable square feet for two Class A Office Buildings
currently under development by the Company. The Company is acting as
development manager of, and is a 25.0% member of, a limited liability
company that will own the Properties. The Company's economic interest may
increase above 25.0% depending upon the achievement of certain performance
goals.

(7) Does not include 1996 Escalated Rent for two Office Properties currently
under development by the Company.

(8) The Company will own a 35.7% controlling general partnership interest in
the nine R&D Properties and two Industrial Properties located in Greater
San Francisco, California.
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UNSECURED LINE OF CREDIT

Upon completion of the Offering, the Company expects to have a three-year
$300 million Unsecured Line of Credit with the Line of Credit Bank to
facilitate its development and acquisition activities and for working capital
purposes. At the closing of the Offering, the Company expects to borrow
approximately $57.7 million under the Unsecured Line of Credit to repay to
Messrs. Zuckerman and Linde indebtedness incurred in connection with the
Development Properties and certain parcels of land and to acquire the Newport
Office Park property.

STRUCTURE AND FORMATION OF THE COMPANY
FORMATION TRANSACTIONS

Each Property that will be owned by the Company at the completion of the
Offering is currently owned by a partnership (a "Property Partnership") of
which Messrs. Zuckerman and Linde and others affiliated with Boston Properties,
Inc. control the managing general partner and, in most cases, a majority
economic interest. The other direct or indirect investors in the Property
Partnerships include persons formerly affiliated with Boston Properties, Inc.,
as well as private investors (including former owners of the land on which the
Properties were developed) who are not affiliated with Boston Properties, Inc.

Prior to or simultaneously with the completion of the Offering, the Company
will engage in the transactions described below (the "Formation Transactions"),
which are designed to consolidate the ownership of the Properties and the
commercial real estate business of the Company in the Operating Partnership, to
facilitate the Offering and to enable the Company to qualify as a REIT for
federal income tax purposes commencing with the taxable year ending December
31, 1997.

Boston Properties, Inc., a Massachusetts corporation that was founded in
1970, will be reorganized to change its jurisdiction of organization into
a Delaware corporation that was formed on March 24, 1997.

The Operating Partnership was organized as a Delaware limited partnership
on April 8, 1997.

The Company will sell 31,400,000 shares of Common Stock in the Offering
and will contribute approximately $730.9 million, the net proceeds of the
Offering, to the Operating Partnership in exchange for an equivalent
number of OP Units.

Pursuant to one or more option, contribution or merger agreements, (i)
certain Property Partnerships will contribute Properties to the Operating
Partnership, or will merge into and with the Operating Partnership, in
exchange for OP Units and the assumption of debt, and the partners of such
Property Partnerships will receive such OP Units either directly as merger
consideration or as a distribution from the Property Partnership, and (ii)
certain persons, both affiliated and not affiliated with the Company, will
contribute their direct and indirect interests in certain Property
Partnerships to the Operating Partnership in exchange for OP Units.

Prior to the completion of the Offering, the Company will contribute
substantially all of its Greater Washington, D.C. third-party property
management business to Boston Properties Management, Inc. (the
"Development and Management Company"), a subsidiary of the Operating
Partnership. In order to retain qualification as a REIT, the Operating
Partnership will own a 1.0% voting interest but will hold a 95.0% economic
interest in the Development and Management Company. The remaining voting
and economic interest will be held by officers and directors of the
Development and Management Company. In addition, the other management and
development operations of the Company will be contributed to the Operating
Partnership.

In connection with the transactions described in the preceding two
paragraphs, the Operating Partnership will issue a total of 18,650,000 OP
Units.

The contribution to the Operating Partnership of the Properties or of the
direct and indirect interests in the Property Partnerships is subject to
all of the terms and conditions of the related option, merger and
contribution agreements. With respect to direct or indirect contributions
of interests to the Property Partnerships, the Operating Partnership will
assume all the rights, obligations and responsibilities of the holders of
such interests. The transfer of such interests is subject to the
completion of the Offering. Any working capital or other cash balance of
the Property Partnership as of immediately prior to the Offering will be
distributed to the holders of such interests prior to the contribution to
the Operating Partnership. The contribution agreements with respect to
such interests generally contain representations only with respect to the
ownership of such interests by the holders thereof and certain other
limited matters.
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The Operating Partnership will enter into a participating lease with ZL
Hotel LLC. Marriott International, Inc. will continue to manage the Hotel
Properties under the Marriott (R) name pursuant to management agreements
with ZL Hotel LLC. Messrs. Zuckerman and Linde will be the sole member-
managers of the lessee and will own a 9.8% economic interest in ZL Hotel
LLC. ZL Hotel Corp. will own the remaining economic interests in ZL Hotel
LLC. One or more unaffiliated public charities will own all of the capital
stock of ZL Hotel Corp.

The Company, through the Operating Partnership, expects to enter into the
$300 million Unsecured Credit Facility prior to or concurrently with the
completion of the foregoing Formation Transactions.

Approximately $707.1 million of the net proceeds of the Offering, together
with $57.7 million drawn under the Unsecured Line of Credit, will be used
by the Operating Partnership to acquire the Newport Office Park property,
repay certain mortgage debt secured by the Properties and to refinance
existing indebtedness with respect to the Development Properties and
certain parcels of land, the interest on which will continue to be
capitalized during the development period.

As a result of the Formation Transactions, (i) the Company will own
33,983,541 OP Units, which will represent an approximately 67.9% economic
interest in the Operating Partnership, and Messrs. Zuckerman and Linde and
other persons with a direct or indirect interest in the Property Partnerships
will own 16,066,459 OP Units, which will represent the remaining approximately
32.1% economic interest in the Operating Partnership and (ii) the Company will
indirectly own a fee interest in all of the Properties. At the completion of
the Formation Transactions, Messrs. Zuckerman and Linde will own an aggregate
of 15,972,611 shares of Common Stock and OP Units.

In forming the Company, the Company will succeed to the ownership of each of
the Properties or the interests therein based upon a value for such property
determined by the Company. The valuation of the Company as a whole has been
determined based primarily upon a multiple of estimated funds from operations
and adjusted funds from operations attributable to all assets of the Company,
including the Company's interests in the Development and Management Company.

CONSEQUENCES OF THE OFFERING AND THE FORMATION TRANSACTIONS

Upon completion of the Formation Transactions, the Company will indirectly
own a fee interest in all of the Properties. The Operating Partnership will
hold substantially all of the assets of the Company. Based on the assumed
initial public offering price of the Common Stock, (i) the purchasers of Common
Stock in the Offering will own 92.4% of the outstanding Common Stock (or 62.7%
assuming exchange of all OP Units for shares of Common Stock), (ii) the Company
will be the sole general partner of the Operating Partnership and will own
67.9% of the interests in the Operating Partnership and (iii) Messrs. Zuckerman
and Linde will beneficially own, directly or indirectly through affiliates (not
including the Company), a total of 15,972,611 shares of Common Stock and OP
Units (representing a 31.9% economic interest in the Company). Pursuant to the
partnership agreement governing the Operating Partnership (the "Operating
Partnership Agreement"), persons receiving OP Units in the Formation
Transactions will have certain rights, beginning fourteen months after the
completion of the Offering, to cause the Operating Partnership to redeem their
OP Units for cash, or, at the election of the Company, to exchange their OP
Units for shares of Common Stock on a one-for-one basis. See "Underwriting" for
certain transfer restrictions with respect to the OP Units and to shares of
Common Stock issued in exchange for such OP Units that are applicable to
Messrs. Zuckerman and Linde and other senior officers of the Company.

The aggregate estimated value to be given by the Operating Partnership for
the Properties or for interests in the Property Partnerships, and for the
development and management business of the Company, is approximately $1.91
billion, consisting of OP Units having a value of $466.3 million and the
assumption of $1.45 billion of indebtedness. The aggregate book value of the
interests and assets to be transferred to the Operating Partnership is
approximately negative $575.7 million. The Company does not believe that the
book value of such interests and assets reflects the fair market value of such
interests and assets. The aggregate book value of the interests and assets to
be transferred to the Operating Partnership is a negative number because of the
effects of distributions both from refinancing proceeds and for amounts in
excess of historical net income or loss, which includes a significant component
of depreciation expense. For example, whenever a partnership that owned one of
the Properties borrowed money and distributed such borrowed proceeds to its
partners, the book value of each partner's interests in such partnership was
reduced. In addition, whenever such a partnership distributed more cash to its
partners than it earned on an accounting basis, the book value of the partners'
interests was similarly reduced; such distributions in excess of earnings may
have occurred because the depreciation of property owned by such a partnership
is a significant non-cash expense.

No independent third-party appraisals, valuations or fairness opinions have
been obtained by the Company in connection with the Formation Transactions.
Accordingly, there can be no assurance that the value of the OP Units received
in the Formation Transactions by persons with interests in the Property
Partnerships is equivalent to the fair market value of the interests and assets
acquired by the Operating Partnership. See "Risk Factors--No Assurance as to
Value of Property."

The following diagram depicts the ownership structure of the Company and the
Operating Partnership upon completion of the Offering and the Formation

Transactions:
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BENEFITS TO RELATED PARTIES

Certain affiliates of the Company will realize certain material benefits in
connection with the Formation Transactions, including the following:

In respect of their respective ownership interests in the Property
Partnerships and the development and management business of the Company,
Messrs. ZzZuckerman and Linde will become beneficial owners of a total of
15,972,611 shares of Common Stock and OP Units, with a total value of
approximately $399.3 million based on the assumed initial public offering
price of the Common Stock, which value may differ from the fair market
value of such interests and assets. Other persons who will be officers of
the Company at the completion of the Offering will receive 1,186,298 OP
Units for their interests in the Property Partnerships.

Approximately $749.9 million of indebtedness, of which $707.1 million is
secured by the Properties, and $42.8 million is due to Messrs. Zuckerman
and Linde for amounts loaned in connection with the Development Properties
and certain parcels of land, and the related additional and accrued
interest thereon, to be assumed by the Operating Partnership will be
repaid in the Formation Transactions. A portion of this debt was
previously guaranteed by Messrs. Zuckerman and Linde. Messrs. Zuckerman
and Linde will continue to guarantee remaining indebtedness of the
Company. The Operating Partnership will agree to indemnify Messrs.
Zuckerman and Linde for any damages that may arise due to the failure of
the Operating Partnership to repay such amounts when due.

Messrs. Zuckerman and Linde and others receiving OP Units in connection
with the Formation Transactions will have registration rights with respect
to shares of Common Stock that may be issued in exchange for OP Units.

In connection with certain development projects or rights, Messrs.
Zuckerman and Linde have direct or indirect personal liability in certain
instances, for the performance of contractual obligations by or for the
benefit of the Operating Partnership. In connection with the Formation
Transactions, they will be relieved of such personal liability or, to the
extent they are not so relieved, the Operating Partnership will agree to
cause such contractual obligations to be performed and to indemnify
Messrs. Zuckerman and Linde and their affiliates for all damages and
expenses that may arise from any failure to do so.

RESTRICTIONS ON TRANSFER

Under the Operating Partnership Agreement, persons receiving OP Units in the
Formation Transactions are prohibited from transferring such OP Units, except
under certain limited circumstances, for a period of one year. In addition,
Messrs. Zuckerman and Linde and the other executive and senior officers of the
Company have agreed not to sell any shares of Common Stock owned by them at the
completion of the Offering or acquired by them upon exchange of OP Units for a
period of two years (one year in the case of senior officers who are not
executive officers) after the completion of the Offering without the consent of
both Merrill Lynch, Pierce, Fenner & Smith Incorporated and Goldman, Sachs &
Co.

CONFLICTS OF INTEREST

Following the formation of the Operating Partnership and the completion of
the Offering, there will be conflicts of interest, with respect to certain
transactions, between the holders of OP Units (including Messrs. Zuckerman,
Linde and other executive officers) and the stockholders of the Company. In
particular, the consummation of certain business combinations, the sale of any
properties or a reduction of indebtedness could have adverse tax consequences
to holders of OP Units which would make such transactions less desirable to
such holders. The Company has adopted certain policies that are designed to
eliminate or minimize certain potential conflicts of interest. See "Operating
Partnership Agreement--Tax Protection Provisions" and "Policies with Respect to
Certain Activities--Conflict of Interest Policies."

RESTRICTIONS ON OWNERSHIP OF COMMON STOCK

Due to limitations on the concentration of ownership of stock of a REIT
imposed by the Internal Revenue Code of 1986, as amended (the "Code"), and to
otherwise address concerns relating to concentration of capital stock
ownership, the certificate of incorporation of the Company (the "Certificate")
prohibits any stockholder from actually or beneficially owning more than 6.6%
of the outstanding shares of Common Stock (the "Ownership Limit"), except that
each of Messrs. Zuckerman and Linde and certain family members, affiliates, and
"look through entities," may actually and beneficially own up to 15.0% of the
outstanding shares of Common Stock. The Company has adopted a Shareholder
Rights Agreement. See "Risk Factors-- Control of the Company" and "Description
of Capital Stock--Restrictions on Transfers."

14



THE OFFERING

All of the shares of Common Stock offered hereby are being sold by the
Company. None of the Company's stockholders are selling any Common Stock in the
Offering.

Common Stock Offered........ ... 31,400,000
U.S. Offering. ...ttt eeeeneneneaennn 25,120,000
International Offering............ o 6,280,000
Common Stock Outstanding After the
Offerdng (1) v vttt ittt i i et i e 33,983,541
Common Stock and OP Units Outstanding After the
Offering (2) v v i i i ittt i e i i 50,050,000
Use Oof Proceeds. ...t iiinnnnennnnns To reduce indebtedness and for

general corporate and working
capital purposes
Proposed NYSE Symbol.......uoiiiiiiiiinnenneenn "BXP"

(1) Excludes 4,754,750 shares of Common Stock reserved for issuance pursuant to
the Stock Option Plan, of which not more than 2,300,000 shares will be
subject to outstanding options upon completion of the Offering.

(2) Includes 16,066,459 shares of Common Stock that may be issued in exchange
for OP Units (which are redeemable by the holders for cash or, at the
election of the Company, shares of Common Stock on a one-for-one basis
beginning fourteen months after completion of the Offering). Excludes
4,754,750 shares of Common Stock reserved for issuance pursuant to the
Stock Option Plan.

DISTRIBUTIONS

The Company intends to make regular quarterly distributions to its
stockholders. The Company intends to pay a pro rata distribution with respect
to the period commencing on the completion of the Offering and ending on
September 30, 1997, based upon $0.405 per share for a full quarter. On an
annualized basis, this would be $1.62 per share (of which the Company currently
estimates approximately 25% may represent a return of capital for tax
purposes), or an annual distribution rate of approximately 6.5% based on the
initial public offering price per share of $25.00. The Company estimates that
this initial distribution will represent approximately 94.9% of estimated Cash
Available for Distribution for the 12 months ending March 31, 1998. The Company
established this distribution rate based upon an estimate of Cash Available for
Distribution after the Offering. See "Distributions" for information as to how
this estimate was derived. The Company intends to maintain its initial
distribution rate for the twelve-month period following completion of the
Offering unless actual results of operations, economic conditions or other
factors differ materially from the assumptions used in its estimate.
Distributions by the Company will be determined by the Board of Directors and
will be dependent upon a number of factors. The Company believes that its
estimate of Cash Available for Distribution constitutes a reasonable basis for
setting the initial distribution; however, no assurance can be given that the
estimate will prove accurate, and actual distributions may therefore be
significantly different from the expected distributions. In addition, in order
to maintain its qualification as a REIT under the Code, the Company is required
to currently distribute 95% of its taxable income. See "Distributions." The
Company does not intend to reduce the expected distribution per share if the
Underwriters' overallotment option is exercised.

TAX STATUS OF THE COMPANY

The Company intends to elect to be taxed as a REIT under Sections 856 through
860 of the Code, commencing with its taxable year ending December 31, 1997. The
Company believes, and has obtained an opinion of Goodwin, Procter & Hoar llp,
tax counsel to the Company ("Tax Counsel"”), to the effect that, commencing with
its taxable year ending December 31, 1997, the Company will be organized in
conformity with the requirements for qualification as a REIT under the Code,
and that the Company's proposed manner of operation, including the lease of the
Hotel Properties and Garage Properties, will enable it to meet the requirements
for taxation as a REIT for federal income tax purposes. To maintain REIT
status, the Company must meet a number of organizational and operational
requirements, including a requirement that it currently distribute at least 95%
of its taxable income to its stockholders. As a REIT, the Company generally
will not be subject to federal income tax on net income it distributes
currently to its stockholders. If the Company fails to qualify as a REIT in any
taxable year, it will be subject to federal income tax at regular corporate
rates. See "Federal Income Tax Consequences--Failure to Qualify" and "Risk
Factors--Failure to Qualify as a REIT." Even if the Company qualifies for
taxation as a REIT, the Company may be subject to certain federal, state and
local taxes on its income and property.
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SUMMARY SELECTED FINANCIAL INFORMATION

The following table sets forth unaudited pro forma financial and other
information for the Company and combined historical financial information for
the Boston Properties Predecessor Group. The following summary selected
financial information should be read in conjunction with the financial
statements and notes thereto included elsewhere in this Prospectus.

The combined historical balance sheets as of December 31, 1996 and 1995 and
the combined statements of operations for the years ended December 31, 1996,
1995 and 1994 of the Boston Properties Predecessor Group have been derived from
the historical combined financial statements audited by Coopers & Lybrand
L.L.P., independent accountants, whose report with respect thereto is included
elsewhere in this Prospectus.

The selected financial data at March 31, 1997 and for the three months ended
March 31, 1997 and March 31, 1996 are derived from unaudited financial
statements. The unaudited financial information includes all adjustments
(consisting of normal recurring adjustments) that management considers
necessary for fair presentation of the combined financial position and results
of operations for these periods. Combined operating results for the three
months ended March 31, 1997 are not necessarily indicative of the results to be
expected for the entire year ended December 31, 1997.

Unaudited pro forma operating information for the three months ended March
31, 1997 and the year ended December 31, 1996 is presented as if the completion
of the Offering and the Formation Transactions occurred at January 1, 1997 and
1996, respectively, and the effect thereof was carried forward through the
interim period presented (e.g., certain debt was repaid and no related interest
expense thereafter incurred). By necessity, such pro forma operating
information incorporates certain assumptions which are described in the notes
to the Pro Forma Condensed Consolidated Statements of Operations included
elsewhere in this Prospectus. The unaudited pro forma balance sheet data is
presented as if the aforementioned transactions had occurred on March 31, 1997.

The pro forma information does not purport to represent what the Company's
financial position or results of operations would actually have been if these
transactions had, in fact, occurred on such date or at the beginning of the
period indicated, or to project the Company's financial position or results of
operations at any future date or for any future period.
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THE COMPANY

OPERATING DATA:
Revenues:
Rental revenue

Hotel revenue (1)..
Fee and other in-
come (2)....niinn..
Total revenues...
Expenses:
Property expenses

General and admin-
istrative.........
Interest...........
Real estate
depreciation and
amortization......
Other depreciation
and amortization..

Total expenses...
Income (loss) before
extraordinary item

and minority
interest in combined
partnership.........
Minority interest in
combined
partnership.........

Income (loss) before
extraordinary item..
Extraordinary item--
loss on early
extinguishment of

Minority interest in
Operating
Partnership

Net income (loss)....

Net income per share

Weighted average
number of shares
outstanding.........

Weighted average
number of shares and
OP Units
outstanding.........

BALANCE SHEET DATA,
AT PERIOD END:

Real estate, before
accumulated
depreciation........

Real estate, after
accumulated
depreciation........

Cash and cash equiva-

Total indebtedness...

Stockholders' or
owners' equity
(deficiency) ........

OTHER DATA:

EBITDA (4) ...

Funds from Operations

Company's Funds from
Operations
(67.9% share)

Ratio or deficiency
of earnings to fixed
charges (6)

Cash flow provided by
operating activi-

THREE MONTHS
ENDED MARCH 31,

(PRO FORMA) AND THE BOSTON PROPERTIES PREDECESSOR GROUP
(HISTORICAL)

YEAR ENDED DECEMBER 31,

HISTORICAL HISTORICAL
PRO FORMA PRO FORMA
1997 1997 1996 1996 1996 1995 1994 1993 1992
(IN THOUSANDS, EXCEPT PER SHARE DATA)
$ 52,345 $ 48,402 $52,906 $218,415 $ 195,006 $ 179,265 $ 176,725 § 182,776 $ 177,370
-~ 12,796 11,483 - 65,678 61,320 58,436 54,788 52,682
1,731 2,257 2,310 7,137 9,249 8,140 8,922 7,997 11,160
54,076 63,455 66,699 225,552 269,933 248,725 244,083 245,561 241,212
14,774 14,005 14,306 61,462 58,195 55,421 53,239 54,766 49,621
- 10,001 8,835 -- 46,734 44,018 42,753 40,286 38,957
2,756 2,667 2,633 11,110 10,754 10,372 10,123 9,549 9,331
13,488 27,309 26,861 54,418 107,121 106, 952 95,331 88,510 90,443
8,885 8,712 8,581 36,334 35,643 33,240 32,509 32,300 34,221
441 539 638 2,098 2,829 2,429 2,545 2,673 2,255
40,344 63,233 61,854 165,422 261,276 252,432 236,500 228,084 224,828
13,732 222 4,845 60,130 8,657 (3,707) 7,583 17,477 16,384
(126) (126) (57) (384) (384) (276) (412) (391) (374)
13,606 96 4,788 59,746 8,273 (3,983) 7,171 17,086 16,010
-~ -- -- -- (994) — - - -
(4,368) -- -—  (19,178) -- - -- -- --
$ 9,238 & 96 $ 4,788 § 40,568 S 7,279 $  (3,983) $ 7,171 § 17,086 $ 16,010
$ .27 -- - $ 1.19 - - - - -
33,984 -- -- 33,984 -- - -- -- --
50,050 -- -- 50,050 -- - -- -- --
$1,080,193 $1,048,210 -~ -- $1,035,571 $1,012,324 $ 984,853 $ 983,751 $ 982,348
808,116 776,133 -- - 771, 660 773,810 770,763 789,234 811,815
7,087 2,980 -- - 8,998 25,867 46,289 50,697 28,841
920,479 900,063 -- -- 896,511 922,786 940,155 961,715 971,648
739,226 1,446,645 -- -- 1,442,476 1,401,408 1,413,331 1,426,882 1,417,940
103,303 (575, 694) -- -- (576,632)  (506,653) (502,230) (495,104) (480,398)
$ -- $ 36,576 540,787 § - $ 153,566 $ 138,321 $ 137,269 $ 140,261 $ 142,627
22,469 8,786 5,843 88,482 36,318 29,151 39,568 49,240 50,097
15,256 -- -- 60,079 -- - -- -- --
- .99 1.17 -- 1.06 0.95 1.07 1.19 1.17
- s 1,823 $13,751 -- $ 53,804 $ 30,933 $ 47,566 S 59,834 $ 50,468



Cash flow used in in-

vesting activities.. - (12,611) (3,412) - (23,689) (36,844) (18,424) (9,437
Cash flow provided by

(used in) financing

activities.......... - 4,770 (6,590) - (46,984) (14,511) (33,550) (28,540

(1) Pro forma rental revenue for the three month period ended March 31, 1997
and the year ended December 31, 1996 includes the lease revenue that the
Company will receive under the lease for the two Hotel Properties. After
entering into such lease, the Company will not recognize direct hotel
revenues and expenses.

(2) The development and management operations of the Company are reflected on a
gross basis in the historical combined financial statements. In connection
with the Formation Transactions, substantially all of the Greater
Washington, D.C. third-party property management business will be
contributed by the Company to the Development and Management Company and
thereafter the operations of the Development and Management Company will be
accounted for by the Company under the equity method in the pro forma
statements; therefore, the pro forma statements include (i) revenues and
expenses on a gross basis, from development and management conducted
directly by the Operating Partnership in the respective income and expense
line items and (ii) the Development and Management Company's net operations
in the fee and other income line item. See "Business and Properties--
Development Consulting and Third-Party Property Management."

(3) Represents the approximate 32.1% interest in the Operating Partnership that
will be owned by Messrs. Zuckerman and Linde and other continuing investors
in the Properties.
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(4)

taxes, depreciation and amortization.

EBITDA means operating income before mortgage and other interest,

income

The Company believes EBITDA is useful

to investors as an indicator of the Company's ability to service debt or

pay cash distributions. EBITDA,

as calculated by the Company,

is not

comparable to EBITDA reported by other REITs that do not define EBITDA
exactly as the Company defines that term. EBITDA should not be considered

as an alternative to operating income or net income

accordance with GAAP)

accordance with a GAAP)
consolidated income or cash flow statement data

(determined in

as an indicator of operating performance or as an
alternative to cash flows from operating activities

(determined in

as an indicator of liquidity and other combined or
(determined in accordance

with GAAP). EBITDA for the respective periods is calculated as follows:
THREE MONTHS
ENDED MARCH 31, YEAR ENDED DECEMBER 31,
HISTORICAL HISTORICAL
1997 1996 1996 1995 1994 1993 1992
EBITDA
Income (loss) before
minority interests and
extraordinary item..... S 222 $ 4,845 $ 8,657 $ (3,707) $ 7,583 $ 17,477 $ 16,384
Add:
Interest expense...... 27,309 26,861 107,121 106,952 95,331 88,510 90,443
Real estate deprecia-
tion and amortiza-
tion....... ...t 8,712 8,581 35,643 33,240 32,509 32,300 34,221
Other depreciation and
amortization......... 539 638 2,829 2,429 2,545 2,673 2,255
Less:
Minority combined
partnership's share
of EBITDA......cou... (206) (138) (684) (593) (699) (699) (676
EBITDA. . vt iviiiinennnnn $36,576 $40,787 $153,566 $138,321 $137,269 $140,261 $142,627
(5) The White Paper defines Funds from Operations as net income (loss)
(computed in accordance with GAAP), excluding gains (or losses) from debt

restructuring and sales of property,

plus real estate related depreciation

and amortization and after adjustments for unconsolidated partnerships and
joint ventures. Management believes Funds from Operations is helpful to

investors as a measure of the performance of an equity REIT because,
financing activities and
it provides investors with an understanding of the

with cash flows from operating activities,
investing activities,

along

ability of the Company to incur and service debt and make capital

expenditures.
standards established by the White Paper,

The Company computes Funds from Operations in accordance with
which may differ from the

methodology for calculating Funds from Operations utilized by other equity

REITs, and,
Further,

accordingly,

may not be comparable to such other REITs.
Funds from Operations does not represent amounts available for

management's discretionary use because of needed capital replacement or

expansion, debt service obligations,
uncertainties.

or other commitments and
The Company believes that in order to facilitate a clear

understanding of the combined historical operating results of the

Properties and the Company,

conjunction with the income (loss)

Funds from Operations should be examined in
as presented in the audited combined

financial statements and information included elsewhere in this Prospectus.
Funds from Operations should not be considered as an alternative to net

income (determined in accordance with GAAP)

as an indication of the

Company's financial performance or to cash flows from operating activities

(determined in accordance with GAAP)
liquidity,
cash needs,

THREE MONTHS ENDED
MARCH 31,

PRO FORMA
1997

FUNDS FROM OPERATIONS
Income (loss) before
minority interests and
extraordinary item....
Add:

Real estate
depreciation and
amortization........

Less:

Minority combined
partnership's share
of Funds from
Operations..........

Non-recurring item--
significant lease
termination fee(A).. -- --

$13,732 $ 222 $4,845

8,885 8,712 8,581

(148) (148)

(7,503)

PRO FORMA

$60,130

as a measure of the Company's
nor is it indicative of funds available to fund the Company's
including its ability to make distributions.

YEAR ENDED DECEMBER 31,

1996

$ 8,657 $(3,707) $ 7,583 $17,477

36,334 35,643 33,240 32,509 32,300

(479) (479) (382) (524) (537)

(7,503) (7,503) -- - --

$16,384

34,221

(508)



Funds from Operations.. $22,469 $8,786 $5,843 $88,482 $36,318 $29,151 $39,568 $49,240 $50,097

(A) Funds from Operations reflects the lease termination fee as non-recurring.

(6) For the purpose of calculating the ratio of earnings to fixed charges,
earnings include net income before extraordinary item plus interest
expense, amortization of interest previously capitalized, and amortization
of financing costs. Fixed charges include all interest costs consisting of
interest expense, interest capitalized, and amortization of financing
costs.
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RISK FACTORS

Prospective investors should carefully consider the following matters before
purchasing shares of Common Stock in the Offering.

THE COMPANY'S INVESTMENTS IN PROPERTY DEVELOPMENT MAY NOT YIELD EXPECTED
RETURNS

The Company intends to pursue the development of office, industrial and
hotel properties, both for the Company's ownership and on a third-party fee-
for-services basis. See "Business and Growth Strategies." To the extent that
the Company engages in such development activities, it will be subject to the
risks normally associated with such activities. Such risks include, without
limitation, risks relating to the availability and timely receipt of zoning,
land use, building, occupancy, and other regulatory approvals, the cost and
timely completion of construction (including risks from causes beyond the
Company's control, such as weather, labor conditions or material shortages)
and the availability of construction financing on favorable terms. These risks
could result in substantial unanticipated delays or expense and, under certain
circumstances, could prevent completion of development activities once
undertaken, any of which could have an adverse effect on the financial
condition and results of operations of the Company and on the amount of funds
available for distribution to stockholders.

THE COMPANY MAY NOT ACHIEVE EXPECTED RETURNS ON PROPERTY ACQUISITIONS

The Company intends to investigate and pursue acquisitions of properties and
portfolios of properties, including large portfolios that could significantly
increase the size of the Company and alter its capital structure. There can be
no assurance that the Company will be able to assimilate acquisitions of
properties, and in particular acquisitions of portfolios of properties, or
achieve the Company's intended return on investment.

CONFLICTS OF INTEREST EXIST BETWEEN THE COMPANY AND MESSRS. ZUCKERMAN AND
LINDE IN CONNECTION WITH THE FORMATION AND OPERATION OF THE COMPANY

Conflicts of interest between Messrs. Zuckerman and Linde and the
stockholders of the Company in the formation and operation of the Company may
influence directors and management to act not in the best interest of the
stockholders. Messrs. Zuckerman and Linde, will receive material benefits at
the completion of the Offering, including receipt of an aggregate of
13,389,070 OP Units representing approximately a 26.7% economic interest in
the Company and repayment of approximately $749.9 million of indebtedness owed
by the partnerships in which they had a direct or indirect interest. Messrs.
Zuckerman and Linde also will receive certain benefits from the Formation
Transactions that will not generally be received by other participants in the
Formation Transactions. The benefits or rights to be received by Messrs.
Zuckerman and Linde that will not generally be received by other participants
are as follows: certain indebtedness guaranteed by Messrs. Zuckerman and Linde
will be repaid; the Company will indemnify Messrs. Zuckerman and Linde should
they incur certain losses in connection with an obligation to repay
indebtedness, or to fulfull obligations, assumed by the Operating Partnership
in connection with the Offering; Messrs. Zuckerman and Linde will in the
aggregate own approximately 7.6% of the outstanding Common Stock of the
Company; Messrs. Zuckerman and Linde will serve as directors following the
Offering and as officers with the titles Chairman of the Board and President
and Chief Executive officer, respectively; Mr. Linde will have an employment
agreement with the Company; for a period of ten years following the Offering,
the Operating Partnership may not sell any of four particular properties in a
taxable transaction (i.e., this restriction will not apply to "like-kind"
exchanges under Section 1031 of the Code) without the consent of Messrs.
Zuckerman and Linde unless each of Messrs. Zuckerman and Linde no longer
continue to hold at least 30% of his original OP Units; and Messrs. Zuckerman
and Linde will have the opportunity to guarantee indebtedness of the Company
(which will help them defer the recognition of taxable gains). See "Structure
and Formation of the Company--Formation Transactions." Depending on their
particular tax situations, Messrs. Zuckerman and Linde will have interests
that conflict with the interests of other holders of shares of Common Stock.
Messrs. Zuckerman and Linde will have substantial influence on the management
and operations of the Company and, as stockholders, on the outcome of any
matters submitted to a
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vote of the stockholders, and such influence might be exercised in a manner
inconsistent with the interests of other stockholders. See "Management--
Directors and Executive Officers" and "Principal Stockholders."

For a period of time, sales of properties and repayment of indebtedness will
have different effects on holders of OP Units than on stockholders. Certain
holders of OP Units, including Messrs. Zuckerman and Linde, will incur adverse
tax consequences upon the sale of certain of the Properties to be owned by the
Company at the completion of the Formation Transactions and on the repayment of
indebtedness which are different from the tax consequences to the Company and
persons who purchase shares of Common Stock in the Offering. Consequently, such
holders may have different objectives regarding the appropriate pricing and
timing of any such sale or repayment of indebtedness. While the Company will
have the exclusive authority under the Operating Partnership Agreement to
determine whether, when, and on what terms to sell a Property (other than a
Designated Property) or when to refinance or repay indebtedness, any such
decision would require the approval of the Board of Directors. As Directors of
the Company, Messrs. Zuckerman and Linde will have substantial influence with
respect to any such decision, and such influence could be exercised in a manner
inconsistent with the interests of some, or a majority, of the Company's
stockholders, including in a manner which could prevent completion of a
Property sale or the repayment of indebtedness.

In this connection, the Operating Partnership Agreement provides that, for a
period of ten years following the Offering, the Operating Partnership may not
sell or otherwise transfer a Designated Property (defined as One and Two
Independence Square, 599 Lexington Avenue and Capital Gallery) in a taxable
transaction without the prior consent of Messrs. Zuckerman and Linde. For the
pro forma calendar year ended December 31, 1996, the Designated Properties
comprised approximately 34.5% of the Company's pro forma Funds from Operations
for the year ended December 31, 1996. The Operating Partnership is not,
however, required to obtain this consent if at any time during this ten year
period each of Messrs. Zuckerman and Linde do not continue to hold at least 30%
of his original OP Units.

In addition to the foregoing, the Operating Partnership has agreed to
undertake to use its reasonable commercial efforts to cause its lenders to
permit Messrs. Zuckerman and Linde to guarantee additional and/or substitute
Operating Partnership indebtedness following the Offering if Messrs. Zuckerman
or Linde would recognize gain following the Offering as a result of the
refinancing of the Operating Partnership's indebtedness. The Operating
Partnership is under no obligation, however, to maintain any specified debt or
any specified level of indebtedness. See "Operating Partnership Agreement--Tax
Protection Provisions" for a more complete description of these provisions.

Messrs. zZuckerman and Linde will continue to own a controlling interest in
one excluded property. One property (the "Excluded Property") that is managed
by the Company and in which Messrs. Zuckerman and Linde hold ownership
interests is not being contributed to the Company as part of the Formation
Transactions. For a description of the Excluded Property and an option
agreement related to such property, see "Policies with Respect to Certain
Activities--Conflict of Interest Policies--Excluded Property." The Excluded
Property is located in Northwest Washington, D.C. and may compete with the
Company's Properties. Upon completion of the Offering, the Excluded Property
will be managed by the Development and Management Company in return for a
specified management fee on customary terms that is approved by the independent
directors. There is no assurance, however, that the Excluded Property will
continue to be managed by the Development and Management Company.

Messrs. Zuckerman and Linde will continue to engage in other activities.
Messrs. Zuckerman and Linde have a broad and varied range of investment
interests. It is possible that companies in which one or both of Messrs.
Zuckerman and Linde has or may acquire an interest, and which are not directly
involved in real estate investment activities, will be owners of real property
and will acquire real property in the future. However, pursuant to Mr. Linde's
employment agreement and Mr. Zuckerman's non-compete agreement with the
Company, Messrs. Zuckerman and Linde will not, in general, have management
control over such companies and, therefore, they may not be able to prevent one
or more such companies from engaging in activities that are in competition with
activities of the Company. See "Management--Employment and Noncompetition
Agreements."
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THE COMPANY RELIES ON KEY PERSONNEL WHOSE CONTINUED SERVICE IS NOT GUARANTEED

The Company is dependent on the efforts of Messrs. Zuckerman and Linde and
other senior management personnel. Messrs. Zuckerman and Linde in particular
have national reputations which aid the Company in negotiations with lenders
and in having investment opportunities brought to the Company. The other
executive officers of the Company who serve as Managers of the Company's
offices (Messrs. Burke, Ritchey, Barrett and Selsam) have strong regional
reputations which aid the Company in identifying opportunities, or having
opportunities brought to the Company, and in negotiating with tenants or
build-to-suit prospects. While the Company believes that it could find
replacements for these key executives, the loss of their services could have a
material adverse effect on the operations of the Company in that the extent
and nature of the Company's relationships with lenders and prospective tenants
and with persons in the industry who may have access to investment
opportunities would be diminished. While Mr. Linde and the other executive
officers will have employment agreements with the Company pursuant to which
they will agree to devote substantially all of their business time to the
business and affairs of the Company and to not have substantial outside
business interests, this can serve as no guarantee that they will remain with
the Company for any specified term. Mr. Zuckerman, who has significant outside
business interests, including serving as Chairman of the Board of Directors of
U.S. News & World Report, The Atlantic Monthly magazine, the New York Daily
News and Applied Graphics Technologies and as a member of the Board of
Directors of Snyder Communications, will not have an employment agreement with
the Company and will serve as a non-executive officer of the Company with the
title "Chairman of the Board of Directors." Mr. Zuckerman has historically
devoted a significant portion of his business time to the affairs of the
Company. Although Mr. Zuckerman cannot assure the Company that he will
continue to devote any specific portion of his time to the Company and has
therefore declined to enter into an employment agreement with the Company, Mr.
Zuckerman has no present intention of diminishing his current level of
involvement with the Company. See "Management--Employment and Noncompetition
Agreements."

THERE IS NO ASSURANCE THAT THE COMPANY IS PAYING FAIR MARKET VALUE FOR THE
PROPERTIES.

The terms of the Formation Transactions were not determined by arm's-length
negotiations. The value of the Company was not determined on a property-by-
property basis because, in the view of management, the appropriate basis for
valuing the Company is as an ongoing business enterprise, rather than as a
collection of assets. Therefore, the Company did not obtain third-party
appraisals of the Properties or valuations of the Company. Accordingly, there
can be no assurance that the value of shares of Common Stock and OP Units
issued in respect of the assets the Company will succeed to in connection with
the Formation Transactions accurately reflects the respective fair market
values of such assets. The total market capitalization of the Company at the
initial public offering price may not be indicative of, and may exceed, the
aggregate value of the individual Properties and assets of the Company that
would have been determined by appraisals if such appraisals had been obtained.
See "Structure and Formation of the Company--Consequences of the Offering and
the Formation Transactions."

THE COMPANY'S PERFORMANCE AND VALUE ARE SUBJECT TO RISKS ASSOCIATED WITH THE
REAL ESTATE INDUSTRY

Lease expirations could adversely affect the Company's cash flow. The
Company will be subject to the risks that, upon expiration, leases for space
in the Office Properties or the Industrial Properties may not be renewed, the
space may not be re-leased, or the terms of renewal or re-lease (including the
cost of required renovations or concessions to tenants) may be less favorable
than current lease terms. Leases on a total of 10.3% and 10.9% of the
aggregate net rentable area of the Office Properties and the Industrial
Properties expire during 1997 and 1998, respectively. If the Company were
unable to re-lease substantial amounts of vacant space promptly, if the rental
rates upon such re-lease were significantly lower than expected, or if
reserves for costs of re-leasing proved inadequate, the cash flow to the
Company would be decreased and the Company's ability to make distributions to
stockholders would be adversely affected.

Hotel operating risks could adversely affect the Company's cash flow. The
Hotel Properties are subject to all operating risks common to the hotel
industry. These risks include, among other things: (i) competition for guests
from other hotels, a number of which may have greater marketing and financial
resources than the Company and Marriott(R); (ii) increases in operating costs
due to inflation and other factors, which increases may
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not have been offset in recent years, and may not be offset in the future by
increased room rates; (iii) dependence on business and commercial travelers
and tourism, which business may fluctuate and be seasonal; (iv) increases in
energy costs and other expenses of travel, which may deter travelers; and (v)
adverse effects of general and local economic conditions. These factors could
adversely affect the ability of Marriott(R) to generate revenues and for ZL
Hotel LLC to make lease payments and, therefore, the Company's ability to make
expected distributions to stockholders. Because the lease payments to the
Company from ZL Hotel LLC will be based on a participation in the gross
receipts of the Hotel Properties, the actual lease payments will increase or
decrease over the term of the lease in response to fluctuations in the gross
receipts of the Hotel Properties.

Acquisition risks could adversely affect the Company. There can be no
assurance that the Company will be able to implement its investment strategies
successfully or that its property portfolio will expand at all, or at any
specified rate or to any specified size. In addition, investment in additional
real estate assets is subject to a number of risks. In particular, investments
are expected to be financed with funds drawn under the Unsecured Line of
Credit, which would subject the Company to the risks described under "--Impact
of Debt on the Company's Cash Flow." The Company does not intend to limit its
investments to the Greater Boston, Greater Washington, D.C. and midtown
Manhattan markets in which the Properties are primarily located. Consequently,
to the extent that it elects to invest in additional markets, the Company also
will be subject to the risks associated with investment in new markets, with
which management may have relatively little experience and familiarity.
Investment in additional real estate assets also entails the other risks
associated with real estate investment generally.

Uncontrollable factors affecting the Properties' performance and value could
produce lower returns. The economic performance and value of the Company's
real estate assets will be subject to all of the risks incident to the
ownership and operation of real estate. These include the risks normally
associated with changes in national, regional and local economic and market
conditions. The Properties are primarily located in three markets, Greater
Boston, Greater Washington, D.C., and midtown Manhattan. The economic
condition of each of such markets may be dependent on one or more industries.
An economic downturn in one of these industry sectors may have an adverse
effect on the Company's performance in such market. Local real estate market
conditions may include a large supply of competing space and competition for
tenants, including competition based on rental rates, attractiveness and
location of the Property and quality of maintenance, insurance and management
services. Economic and market conditions may impact the ability of tenants to
make lease payments. In addition, other factors may adversely affect the
performance and value of a Property, including changes in laws and
governmental regulations (including those governing usage, zoning and taxes),
changes in interest rates and the availability of financing. If the Properties
do not generate sufficient income to meet operating expenses, including future
debt service, the Company's income and ability to make distributions to its
stockholders will be adversely affected.

Illiquidity of real estate investments could adversely affect the Company's
financial condition. Because real estate investments are relatively illiquid,
the Company's ability to vary its portfolio promptly in response to economic
or other conditions will be limited. In addition, certain significant
expenditures, such as debt service (if any), real estate taxes, and operating
and maintenance costs, generally are not reduced in circumstances resulting in
a reduction in income from the investment. The foregoing and any other factor
or event that would impede the ability of the Company to respond to adverse
changes in the performance of its investments could have an adverse effect on
the Company's financial condition and results of operations.

Liability for environmental matters could adversely affect the Company's
financial condition. Under various federal, state and local laws, ordinances
and regulations, an owner or operator of real property may become liable for
the costs of removal or remediation of certain hazardous or toxic substances
released on or in its property, as well as certain other costs relating to
hazardous or toxic substances. Such liability may be imposed without regard to
whether the owner or operator knew of, or was responsible for, the release of
such substances. The presence of, or the failure to remediate properly, such
substances, when released, may adversely affect the owner's ability to sell
the affected real estate or to borrow using such real estate as collateral.
Such costs or liabilities could exceed the value of the affected real estate.
The Company has not been notified by any governmental authority of any
noncompliance, liability or other claim in connection with any of the
Properties and the Company is not aware of any other environmental condition
with respect to any
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of the Properties that management believes would have a material adverse
effect on the Company's business, assets or results of operations.

Some of the Properties are located in urban and industrial areas where fill
or current or historic industrial uses of the areas have caused site
contamination at the Properties. Within the past 12 months, independent
environmental consultants were retained to conduct or update Phase I
environmental assessments (which generally do not involve invasive techniques
such as soil or ground water sampling) and asbestos surveys on all of the
Properties. These environmental assessments have not revealed any
environmental conditions that the Company believes will have a material
adverse effect on its business, assets or results of operations, and the
Company 1is not aware of any other environmental condition with respect to any
of the Properties which the Company believes would have such a material
adverse effect. However, the Company is aware of environmental conditions at
two of the Properties that may require remediation. With respect to 17
Hartwell Avenue in Lexington, Massachusetts, the Company received a Notice of
Potential Responsibility from the state regulatory authority on January 9,
1997, related to groundwater contamination, as well as Notices of Downgradient
Property Status Submittals from third parties concerning contamination at two
downgradient properties. On January 15, 1997, the Company notified the state
regulatory authority that it will cooperate with and monitor the tenant at the
Property which is investigating this matter. The 91 Hartwell Avenue Property
in Lexington, Massachusetts was listed by the state regulatory authority as an
unclassified Confirmed Disposal Site in connection with groundwater
contamination. The Company has engaged a specially licensed environmental
consultant to perform the necessary investigation and assessment and to
prepare submittals to the state regulatory authority by August 2, 1997. See
"Business and Properties--Environmental Matters."

No assurance can be given that the environmental assessments and updates
identified all potential environmental liabilities, that no prior owner
created any material environmental condition not known to the Company or the
independent consultants preparing the assessments, that no environmental
liabilities may have developed since such environmental assessments were
prepared, or that future uses or conditions (including, without limitation,
changes in applicable environmental laws and regulations) will not result in
imposition of environmental liability.

The cost of complying with the Americans with Disabilities Act could
adversely affect the Company's cash flow. The Properties are subject to the
requirements of the Americans with Disabilities Act (the "ADA"™), which
generally requires that public accommodations, including office buildings, be
made accessible to disabled persons. The Company believes that the Properties
are in substantial compliance with the ADA and that it will not be required to
make substantial capital expenditures to address the requirements of the ADA.
However, compliance with the ADA could require removal of access barriers and
noncompliance could result in imposition of fines by the federal government or
the award of damages to private litigants. If, pursuant to the ADA, the
Company were required to make substantial alterations in one or more of the
Properties, the Company's financial condition and results of operations, as
well as the amount of funds available for distribution to stockholders, could
be adversely affected.

Uninsured losses could adversely affect the Company's cash flow. The Company
carries comprehensive liability, fire, flood, extended coverage and rental
loss insurance, as applicable, with respect to the Properties, with policy
specification and insured limits customarily carried for similar properties.
In the opinion of management, all of the Properties are adequately insured.
There are, however, certain types of losses (such as from wars or catastrophic
acts of nature) that may be either uninsurable or not economically insurable.
Any uninsured loss could result in both loss of cash flow from, and asset
value of, the affected property.

It is anticipated that new owner's title insurance policies will not be
obtained in connection with the Formation Transactions. Each of the Properties
has previously been insured by title insurance policies insuring the interests
of the Property-owning entities. Certain of these title insurance policies may
continue to benefit those Property-owning entities which will remain after the
completion of the Formation Transactions. Nevertheless, each such title
insurance policy may be in an amount less than the current value of the
applicable Property. In the event of a loss with respect to a Property
relating to a title defect, the Company could lose both its capital invested
in and anticipated profits from such Property.
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Changes in tax and environmental laws could adversely affect the Company's
financial condition. Costs resulting from changes in real estate taxes
generally may be passed through to tenants and will not affect the Company.
Increases in income, service or transfer taxes, however, generally are not
passed through to tenants and may adversely affect the Company's results of
operations and the amount of funds available to make distributions to
stockholders. Similarly, changes in laws increasing the potential liability
for environmental conditions existing on properties or increasing the
restrictions on discharges or other conditions may result in significant
unanticipated expenditures, which would adversely affect the Company's
financial condition and results of operations and the amount of funds
available for distribution to stockholders.

THE COMPANY'S USE OF DEBT TO FINANCE ACQUISITIONS AND DEVELOPMENTS COULD
ADVERSELY AFFECT THE COMPANY

The required repayment of debt or of interest thereon can adversely affect
the Company. Upon completion of the Offering and the Formation Transactions,
the Company expects to have approximately $753 million of outstanding
indebtedness. The Company also intends to enter into and, over time, make
borrowings under the Unsecured Line of Credit. Advances under the Unsecured
Line of Credit will bear interest at a variable rate. In addition, the Company
may incur other variable rate indebtedness in the future. Increases in
interest rates on such indebtedness would increase the Company's interest
expense (e.g., assuming the entire $300 million available under the Unsecured
Line of Credit is outstanding, the Company would incur an additional $750,000
in interest expense for each 0.25% increase in interest rates), which could
adversely affect the Company's cash flow and its ability to pay expected
distributions to stockholders. See "Management's Discussion and Analysis of
Financial Condition and Results of Operations--Liquidity and Capital
Resources." The Company will also be subject to risks normally associated with
debt financing, including the risk that the Company's cash flow will be
insufficient to meet required payments of principal and interest, the risk
that any indebtedness will not be able to be refinanced or that the terms of
any such refinancing will not be as favorable as the terms of such
indebtedness. The mortgage loans secured by the One Independence Square and
Two Independence Square properties are cross-defaulted as to each other. If an
event of default were to occur under either of the loans, the Company could be
required to repay approximately $200.3 million, together with any applicable
prepayment charges, prior to the scheduled maturity dates of the loans. In
addition, the Unsecured Line of Credit is cross-defaulted with respect to
future recourse indebtedness of the Company if the Company is in default with
respect to an aggregate of $50 million or more of such recourse indebtedness.

The Company's policy of no limitation on debt could adversely affect the
Company's cash flow. Upon completion of the Offering and the Formation
Transactions, the Company's debt to total market capitalization ratio will be
approximately 37.6% (35.5% if the Underwriters' overallotment option is
exercised in full). The Company does not have a policy limiting the amount of
debt that the Company may incur. Accordingly, the Company could become more
highly leveraged, resulting in an increase in debt service that could
adversely affect the Company's cash flow and, consequently, the amount
available for distribution to stockholders, and could increase the risk of
default on the Company's indebtedness.

Consent of lenders is required in order for the Company to assume ownership
of certain Properties at the completion of the Offering. Ownership of certain
of the Properties that secure indebtedness which the Company intends to leave
in place following the Offering may not be transferred to the Company without
the consent of the lenders under such mortgages. If the Company is unable to
obtain the consent of the mortgage lender to assume at the completion of the
Offering the ownership of a Property described in the preceding sentence, the
Company will have an option to acquire such Property for a price equal to the
value that would have been given for such Property at the completion of the
Offering.

FAILURE TO QUALIFY AS A REIT WOULD CAUSE THE COMPANY TO BE TAXED AS A
CORPORATION

The Company will be taxed as a corporation if it fails to qualify as a REIT.
The Company intends to operate so as to qualify as a REIT under the Code,
commencing with its taxable year ending December 31, 1997. Although management
of the Company believes that it will be organized and will operate in such a
manner, no assurance can be given that it will so qualify or that it will
continue to qualify in the future. In this regard, the Company has
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received an opinion of Goodwin, Procter & Hoar llp, tax counsel to the Company
("Tax Counsel"), to the effect that, commencing with its taxable year ending
December 31, 1997, the Company will be organized in conformity with the
requirements for qualification as a REIT under the Code, and that the
Company's proposed manner of operation, including the lease of the Hotel
Properties and Garage Properties, will enable it to meet the requirements for
taxation as a REIT for federal income tax purposes. Qualification as a REIT,
however, involves the application of highly technical and complex Code
provisions as to which there are only limited judicial and administrative
interpretations. Certain facts and circumstances which may be wholly or
partially beyond the Company's control may affect its ability to qualify as a
REIT. In addition, no assurance can be given that future legislation, new
regulations, administrative interpretations or court decisions will not
significantly change the tax laws (or the application thereof) with respect to
qualification as a REIT for federal income tax purposes or the federal income
tax consequences of such qualification. However, the Company is not aware of
any proposal to amend the tax laws that would significantly and adversely
affect the Company's ability to qualify as a REIT. The opinion of Tax Counsel
is not binding on the Internal Revenue Service (the "IRS") or the courts.

If, in any taxable year, the Company were to fail to qualify as a REIT for
federal income tax purposes, it would not be allowed a deduction for
distributions to stockholders in computing taxable income and would be subject
to federal income tax (including any applicable alternative minimum tax) on
its taxable income at regular corporate rates. In addition, unless entitled to
relief under certain statutory provisions, the Company would be disqualified
from treatment as a REIT for federal income tax purposes for the four taxable
years following the year during which qualification is lost. The additional
tax liability resulting from the failure to so qualify would significantly
reduce the amount of funds available for distribution to stockholders. In
addition, the Company would no longer be required to make distributions to
shareholders. Although the Company intends to operate in a manner designed to
permit it to qualify as a REIT for federal income tax purposes, it is possible
that future economic, market, legal, tax or other events or circumstances
could cause it to fail to so qualify. See "Federal Income Tax Consequences-—-
Requirements for Qualification.”

To qualify as a REIT the Company will need to maintain a certain level of
distributions. To obtain and maintain its status as a REIT for federal income
tax purposes, the Company generally will be required each year to distribute
to its stockholders at least 95% of its taxable income. In addition, the
Company will be subject to a 4% nondeductible excise tax on the amount, if
any, by which certain distributions paid by it with respect to any calendar
year are less than the sum of 85% of its ordinary income for such calendar
year, 95% of its capital gain net income for the calendar year and any amount
of such income that was not distributed in prior years. The Company may be
required, under certain circumstances, to accrue as income for tax purposes
interest, rent and other items treated as earned for tax purposes but not yet
received. In addition, the Company may be required not to accrue as expenses
for tax purposes certain items which actually have been paid. It is also
possible that the Company could realize income, such as income from
cancellation of indebtedness, which is not accompanied by cash proceeds.
Furthermore, the Company's depreciation deductions with respect to the
Properties acquired by the Operating Partnership by contribution from or
merger with the Property Partnership may be less than if the Company had
acquired its interests in the Properties directly for cash. In any such event,
the Company could have taxable income in excess of cash available for
distribution. In such circumstances, the Company could be required to borrow
funds or liquidate investments on unfavorable terms in order to meet the
distribution requirement applicable to a REIT. See "Federal Income Tax
Consequences--Requirements for Qualification.”

The Company intends to make distributions to stockholders sufficient to
comply with the 95% distribution requirement and to avoid the 4% nondeductible
excise tax described above. No assurances can be given, however, that the
Company will satisfy these requirements.

Other Tax Liabilities. Even if it qualifies as a REIT for federal income tax
purposes, the Company may, and certain of its subsidiaries will, be subject to
certain federal, state and local taxes on their income and property. See
"Federal Income Tax Consequences--State and Local Tax."

THE ABILITY OF STOCKHOLDERS TO CONTROL THE POLICIES OF THE COMPANY AND EFFECT
A CHANGE OF CONTROL OF THE COMPANY IS LIMITED

Stockholder approval is not required to change policies of the Company. The
Company's operating and financial policies, including its policies with

respect to acquisitions, growth, operations, indebtedness,
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capitalization and distributions, will be determined by the Company's Board of
Directors. Accordingly, stockholders will have little direct control over the
Company's policies.

Stockholder approval is not required to engage in investment activity. In
the future, the Company expects to acquire additional real estate assets
pursuant to its investment strategies and consistent with its investment
policies. See "Business and Growth Strategies--Growth Strategies--External
Growth" and "Policies with Respect to Certain Activities--Investment
Policies." The stockholders of the Company will generally not be entitled to
receive historical financial statements regarding, or to vote on, any such
acquisition and, instead, will be required to rely entirely on the decisions
of management (although in the case of acquisitions that are material, the
Company will, as required by federal securities law, provide financial
information regarding the acquisition in public filings.)

Stock ownership limit in the Certificate could inhibit changes in
control. In order to maintain its qualification as a REIT for federal income
tax purposes, not more than 50% in value of the outstanding stock of the
Company may be owned, directly or indirectly, by five or fewer individuals (as
defined in the Code to include certain entities). See "Federal Income Tax
Consequences—--Requirements for Qualification." In order to facilitate
maintenance of its qualification as a REIT for federal income tax purposes,
and to otherwise address concerns relating to concentration of capital stock
ownership, the Company generally has prohibited ownership, directly or by
virtue of the attribution provisions of the Code, by any single stockholder
(which does not include certain pension plans or mutual funds) of more than
6.6% of the issued and outstanding shares of the Company's Common Stock (the
"Ownership Limit"). The Board of Directors may waive or modify the Ownership
Limit with respect to one or more persons if it is satisfied, based upon the
advice of tax counsel, that ownership in excess of this limit will not
jeopardize the Company's status as a REIT for federal income tax purposes.
Notwithstanding the above, the Company's Certificate provides that each of
Messrs. Zuckerman and Linde, along with certain family members and affiliates
of each of Messrs. Zuckerman and Linde, respectively, as well as, in general,
pension plans and mutual funds, may actually and beneficially own up to 15% of
the outstanding shares of Common Stock. The Ownership Limit may have the
effect of inhibiting or impeding a change in control and, therefore, could
adversely affect the stockholders' ability to realize a premium over the then-
prevailing market price for the Common Stock in connection with such a
transaction.

Provisions in the Certificate and Bylaws and in the Operating Partnership
Agreement could prevent acquisitions and changes in control. Certain
provisions of the Company's Certificate and Bylaws (the "Bylaws") and of the
Operating Partnership Agreement may have the effect of inhibiting a third
party from making an acquisition proposal for the Company or of impeding a
change in control of the Company under circumstances that could otherwise
provide the holders of shares of Common Stock with the opportunity to realize
a premium over the then-prevailing market price of such shares. The Ownership
Limit described in the preceding paragraph also may have the effect of
precluding acquisition of control of the Company even if such a change in
control were in the best interests of some, or a majority, of the Company's
stockholders. In addition, the Board of Directors has been divided into three
classes, the initial terms of which expire in 1998, 1999 and 2000, with
directors of a given class chosen for three-year terms upon expiration of the
terms of the members of that class. The staggered terms of the members of the
Board of Directors may adversely affect the stockholders' ability to effect a
change in control of the Company, even if such a change in control were in the
best interests of some, or a majority, of the Company's stockholders. See
"Management--Directors and Executive Officers." The Certificate authorizes the
Board of Directors to issue shares of preferred stock ("Preferred Stock") in
series and to establish the rights and preferences of any series of Preferred
Stock so issued. See "Description of Capital Stock--Preferred Stock" and
"Certain Provisions of Delaware Law and the Company's Certificate and Bylaws--
The Board of Directors." The issuance of Preferred Stock also could have the
effect of delaying or preventing a change in control of the Company, even if
such a change in control were in the best interests of some, or a majority, of
the Company's stockholders. No shares of Preferred Stock will be issued or
outstanding immediately subsequent to the Offering and the Company has no
present intention to issue any such shares. Prior to the completion of the
Offering, the Company will authorize the issuance of a series of preferred
stock in connection with the adoption of a shareholder rights plan. See
"Description of Capital Stock--Shareholder Rights Agreement."
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The Operating Partnership Agreement provides that the Company may not
generally engage in any merger, consolidation or other combination with or
into another person or sale of all or substantially all of its assets, or any
reclassification, or any recapitalization or change of outstanding shares of
Common Stock (a "Business Combination"), unless the holders of OP Units will
receive, or have the opportunity to receive, the same consideration per OP
Unit as holders of Common Stock receive per share of Common Stock in the
transaction; if holders of OP Units will not be treated in such manner in
connection with a proposed Business Combination, the Company may not engage in
such transaction unless limited partners (other than the Company) holding at
least 75% of the OP Units held by limited partners vote to approve the
Business Combination. In addition, the Company, as general partner of the
Operating Partnership, has agreed in the Operating Partnership Agreement with
the limited partners that the Company will not consummate a Business
Combination in which the Company conducted a vote of the stockholders unless
the matter would have been approved had holders of OP Units been able to vote
together with the stockholders on the transaction. The foregoing provision of
the Operating Partnership Agreement would under no circumstances enable or
require the Company to engage in a Business Combination which required the
approval of the Company's stockholders if the Company's stockholders did not
in fact give the requisite approval. Rather, if the Company's stockholders did
approve a Business Combination, the Company would not consummate the
transaction unless (i) the Company as general partner first conducts a vote of
holders of OP Units (including the Company) on the matter, (ii) the Company
votes the OP Units held by it in the same proportion as the stockholders of
the Company voted on the matter at the stockholder vote, and (iii) the result
of such vote of the OP Unit holders (including the proportionate vote of the
Company's OP Units) is that had such vote been a vote of stockholders, the
Business Combination would have been approved by the stockholders. As a result
of these provisions of the Operating Partnership, a third party may be
inhibited from making an acquisition proposal that it would otherwise make, or
the Company, despite having the requisite authority under its Certificate of
Incorporation, may be prohibited from engaging in a proposed business
combination.

Shareholder Rights Agreement could inhibit changes in control. The Company
has adopted a Shareholder Rights Agreement. Under the terms of the Shareholder
Rights Agreement, in general, if a person or group acquires more than 15% of
the outstanding shares of Common Stock (an "Acquiring Person"), all other
Stockholders will have the right to purchase securities from the Company at a
discount to such securities' fair market value, thus causing substantial
dilution to the Acquiring Person. The Shareholder Rights Agreement may have
the effect of inhibiting or impeding a change in control and, therefore, could
adversely affect the stockholders' ability to realize a premium over the then-
prevailing market price for the Common Stock in connection with such a
transaction. In addition, since the Board of Directors of the Company can
prevent the Shareholder Rights Agreement from operating in the event the Board
approves of an Acquiring Person, the Shareholder Rights Agreement gives the
Board significant discretion over whether a potential acquiror's efforts to
acquire a large interest in the Company will be successful. Because the
Shareholder Rights Agreement contains provisions that are designed to assure
that Messrs. Zuckerman and Linde and their affiliates will never, alone, be
considered a group that is an Acquiring Person, and because the Shareholder
Rights Agreement contains provisions to assure that persons with an interest
in the Operating Partnership at the completion of the Offering can maintain
their percentage interest in the Company (assuming exchange of all OP Units
for Common Stock) without becoming an Acquiring Person, the Shareholder Rights
Agreement provides Messrs. Zuckerman and Linde with certain advantages under
the Shareholder Rights Agreement that are not available to other stockholders.
See "Description of Capital Stock--Shareholder Rights Agreement."

Certain provisions of Delaware Law could inhibit acquisitions and changes in
control. Certain provisions of the Delaware General Corporation Law (the
"DGCL") also may have the effect of inhibiting a third party from making an
acquisition proposal for the Company or of impeding a change in control of the
Company under circumstances that otherwise could provide the holders of shares
of Common Stock with the opportunity to realize a premium over the then-
prevailing market price of such shares. See "Certain Provisions of Delaware
Law and the Company's Certificate and Bylaws."

Provisions of Debt Instruments. Certain provisions of agreements relating to
indebtedness on the 599 Lexington Avenue and Bedford Business Park Properties
provide that it is a default thereunder if Messrs. Zuckerman or Linde cease to
serve as a director of the Company or to control the management of one of such
Properties.
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THE COMPANY HAS HAD HISTORICAL ACCOUNTING LOSSES AND HAS A DEFICIT IN OWNERS'
EQUITY; THE COMPANY MAY EXPERIENCE FUTURE LOSSES

After depreciation and amortization, the Company has had historical
accounting losses for certain fiscal years and there can be no assurances that
the Company will not have similar losses in the future. The Boston Properties
Predecessor Group had a net loss of approximately $4.0 million in the
aggregate in 1995 and had cumulative aggregate deficits in owners' equity of
approximately $576.6 million and approximately $506.7 million at December 31,
1996 and 1995, respectively. Net losses reflect the effect of certain non-cash
charges such as depreciation and amortization. The aggregate deficits reflect
the effects of depreciation and amortization described above plus the effects
of distributions in excess of earnings or of mortgage proceeds upon the
refinancing of properties.

LACK OF A PRIOR MARKET, INTEREST RATES, EQUITY MARKET CONDITIONS, AND SHARES
AVAILABLE FOR FUTURE SALE COULD ADVERSELY IMPACT THE TRADING PRICE OF THE
COMMON STOCK.

There was no prior market for the Common Stock. Prior to the completion of
the Offering, there will have been no public market for shares of Common
Stock. Although the Common Stock has been approved for listing on the New York
Stock Exchange, subject to official notice of issuance, there can be no
assurance that an active trading market will develop. In addition, the initial
public offering price was determined by negotiations between the Company and
the Representative of the Underwriters and, therefore, may not be indicative
of the market price for shares after the Offering. See "Underwriting."

Interest rates and trading levels of equity markets could change. One of the
factors that may be expected to influence the prevailing market price of the
Common Stock is the annual yield on the stock price from distributions by the
Company. Accordingly, an increase in market interest rates may lead purchasers
of shares of Common Stock in the secondary market to demand a higher annual
yield, which could adversely affect the market price of the Common Stock. In
addition, the market price of the Common Stock could be adversely affected by
changes in general market conditions or fluctuations in the market for equity
securities in general or REIT securities in particular. Moreover, in the
future, numerous other factors, including governmental regulatory actions and
proposed or actual modifications in the tax laws, could have a significant
impact on the market price of the Common Stock.

Availability of shares for future sale could adversely affect the market
price. Sales of substantial amounts of Common Stock (including shares issued
upon the exercise of options), or the perception that such sales could occur,
could adversely affect the prevailing market price for the Common Stock.
Messrs. Zuckerman and Linde will own an aggregate of 15,972,611 shares of
Common Stock and OP Units at the completion of the Offering. In addition,
executive officers of the Company other than Messrs. Zuckerman and Linde will
receive an aggregate of 1,186,298 OP Units in connection with the Formation
Transactions. OP Units may, following a period of fourteen months after
completion of the Offering, be exchanged for cash or, at the option of the
Company, for shares of Common Stock on a one-for-one basis. See "Structure and
Formation of the Company--Formation Transactions" and "Operating Partnership
Agreement--Redemption of OP Units." Messrs. Zuckerman and Linde and the other
executive and senior officers of the Company have agreed, subject to certain
limited exceptions, not to offer, sell, contract to sell or otherwise dispose
of any Common Stock for a period of two years (one year in the case of senior
officers who are not executive officers) after the date of this Prospectus
without the prior written consent of Merrill Lynch, Pierce, Fenner & Smith
Incorporated and Goldman, Sachs & Co. At the conclusion of the two year
restriction period (or earlier with the consent of Merrill Lynch, Pierce,
Fenner & Smith Incorporated and Goldman, Sachs & Co.), all shares of Common
Stock owned by Messrs. Zuckerman and Linde and such other individuals,
including shares of Common Stock acquired in exchange for OP Units, may be
sold in the public market pursuant to registration rights or any available
exemptions from registration. See "Shares Available for Future Sale." In
addition, up to 4,754,750 shares of Common Stock will be reserved for issuance
pursuant to the Company's Stock Option Plan. Shares of Common Stock purchased
pursuant to options granted under the Stock Option Plan will generally be
available for sale in the public market. See "Management--Stock Option Plan"
and "Shares Available for Future Sale." No prediction can be made as to the
effect of future sales of Common Stock on the market price of shares of Common
Stock.
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PURCHASERS OF COMMON STOCK IN THE OFFERING WILL EXPERIENCE IMMEDIATE AND
SUBSTANTIAL BOOK VALUE DILUTION

Purchasers of Common Stock in the Offering will experience immediate dilution
of approximately $22.27 per share in the net tangible book value per share of
the Common Stock so purchased. Similarly, Messrs. Zuckerman and Linde, the sole
stockholders of the Company prior to the Offering, will experience an immediate
increase of approximately $35.15 per share in the value of their shares of
Common Stock. See "Dilution."
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THE COMPANY
GENERAL

The Company has been formed to succeed to the real estate development,
redevelopment, acquisition, management, operating and leasing businesses
associated with the predecessor company founded by Mortimer B. Zuckerman and
Edward H. Linde in 1970. The Company is one of the largest owners and
developers of office properties in the United States, with a significant
presence in six submarkets in Greater Boston, five submarkets in Greater
Washington, D.C. and the Park Avenue submarket of midtown Manhattan. The
Company believes that it has created significant value in its properties by
developing well located properties that meet the demands of today's office
tenants, redeveloping underperforming assets, and improving the management of
under-managed assets it has acquired. Following the Offering, Messrs.
Zuckerman and Linde will beneficially own in the aggregate a 31.9% economic
interest in the Company and the other senior officers of the Company will
beneficially own in the aggregate a 2.4% economic interest in the Company.
Messrs. Zuckerman and Linde have agreed that, while they serve as directors or
officers of the Company (but in any event for a minimum of three years), the
Company will be the exclusive entity through which they develop or acquire
commercial properties. See "Management--Employment and Noncompetition
Agreements." The Company expects to qualify as a REIT for federal income tax
purposes for the year ending December 31, 1997. See "Federal Income Tax
Consequences--Federal Income Taxation of the Company."

Upon the completion of the Offering, the Company, through its subsidiaries,
will own a portfolio of 75 commercial real estate properties aggregating
approximately 11.0 million square feet, 89% of which was (or is being)
developed or substantially redeveloped by the Company. The Company will own a
100% fee interest in 61 of the Properties that account for 98% of the total
Escalated Rent of the portfolio. The Properties consist of 63 Office
Properties with approximately 7.8 million net rentable square feet, including
seven Office Properties currently under development or redevelopment totaling
approximately 810,000 net rentable square feet and one Property under contract
to purchase totaling approximately 170,000 net rentable square feet, which
have approximately 1.3 million square feet of structured parking for 4,222
vehicles; nine Industrial Properties with approximately 925,000 net rentable
square feet; two hotels totaling 833 rooms and approximately 750,000 square
feet and a 1,170 space parking garage with approximately 330,000 additional
square feet. The Company will also own, have under contract or have options to
acquire six undeveloped parcels of land totaling 47.4 acres, located primarily
in Greater Boston and Greater Washington, D.C., which will support
approximately 1.0 million square feet of development.

The Properties are primarily located in twelve submarkets, including six
submarkets in Greater Boston (the East Cambridge, Route 128 Northwest, Route
128/Massachusetts Turnpike, Route 128 Southwest, Route 128 South, and Boston
submarkets), five submarkets in Greater Washington, D.C. (the Southwest
Washington, D.C., West End Washington, D.C., Montgomery County, Maryland,
Fairfax County, Virginia and Prince George's County, Maryland submarkets) and
midtown Manhattan (the Park Avenue submarket). The Company's single largest
Property, with approximately 1.0 million net rentable square feet, is an
Office Property located in midtown Manhattan.

As of December 31, 1996, the Office Properties (excluding the Development
Properties) and the Industrial Properties had an occupancy rate of 94% and the
completed Hotel Properties had an average occupancy rate for the year ended
December 31, 1996 of 84%. Leases with respect to 10.3%, 10.9% and 7.0% of the
leased square footage of the Office and Industrial Properties expire in 1997,
1998 and 1999, respectively. The weighted average Escalated Rent with step-ups
of such expiring square footage is $17.93, compared to a weighted average
Company quoted rental rate per square foot as of January 1, 1997 for such
expiring footage of $20.34. The actual rental rates at which available space
will be re-let will depend on prevailing market factors at the time. There can
be no assurance that the Company will re-let such space at an increased, or
even at the then current, rental rate. The Company believes that it is
appropriate to compare Escalated Rent with step-ups to the Company's quoted
rental rate because the elements that comprise Escalated Rent (including base
rent plus step-ups and tenant pass-throughs of operating expenses and real
estate taxes) are the same as those that a landlord would use to determine a
quoted rental rate.

The Company has developed or substantially redeveloped 56 of the Properties
which total approximately 9.9 million square feet or 89% of the aggregate

square feet of all of the Properties. The Company currently
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manages all of the Properties except the Hotel Properties, which are managed
by Marriott International, Inc., the Garage Property, and parking garages that
are a part of certain of the Office Properties. The Company has long-
established, full-service offices in each of its three major market areas and
achieves efficiencies of scale by operating a centralized financial control
and data center at its Boston headquarters that is responsible for processing
of all operating budgets, billing and payments for all of its completed and
development properties. As a result, the Company believes that it has the
capacity to substantially increase the number of properties it owns and
manages without proportional increases in overhead costs.

The Company believes it has superior access to potential development and
acquisition opportunities by virtue of its long-standing reputation and
relationships, both nationally and in its primary markets, with brokers,
tenants, financial institutions, development agencies, and contractors. The
Company intends to utilize its experience with, and understanding of, the
development and management of a range of commercial property types to
opportunistically pursue developments and acquisitions within its existing and
new markets. The Company's extensive development experience includes suburban
and downtown office buildings, downtown hotels, mixed-use projects, R&D and
research laboratory buildings, suburban office/flex buildings, suburban office
and industrial parks, warehouse and distribution buildings, and special
purpose facilities, as well as both new construction and substantial
renovation for re-use or repositioning. The properties that the Company has
developed have won numerous awards.

The Company believes that the Properties are well positioned to provide a
base for continued growth. The Office and Industrial Properties are leased to
high quality tenants and located in submarkets with low vacancy rates and
rising rents. With the value added by the Company's in-house marketing,
leasing, tenant construction and property management programs, the Properties
have historically enjoyed high occupancy rates and efficient re-leasing of
vacated space.

The Company believes that its capacity for growth will be enhanced by
combining its experienced personnel, established market position and
relationships, hands-on approach to development and management, substantial
portfolio of existing properties and buildings under development, and existing
acquisition opportunities with the advantages that will be available to it in
its new status as a public company. These advantages include improved access
to debt and equity financing and the ability to acquire properties and sites
through the issuance of stock and OP Units, which can be of particular value
to potential tax-sensitive sellers. The Company also believes that because of
its size and reputation it will be a desirable buyer for those institutions or
individuals wishing to sell individual properties or portfolios of properties
in exchange for an equity position in a public real estate company.

The Company will continue to supplement its revenues, leverage the
experience of its personnel and strengthen its market position by providing
comprehensive, project level development and management services on a
selective basis to private sector companies and government agencies. Between
1989 and 1996, the Company completed eight third-party development projects
comprising approximately 2.4 million net rentable square feet. In addition to
enhancing revenues without significantly increasing overhead the Company has
achieved significant recognition and experience through this work, which has
led to enhanced opportunities for the Company to obtain build-to-suit
development projects.

Concurrently with the completion of the Offering, the Company expects to
have in effect a three-year $300 million unsecured revolving line of credit
(the "Unsecured Line of Credit") led by BankBoston, N.A. (the "Line of Credit
Bank"), as agent. The Company intends to use the Unsecured Line of Credit
principally to fund growth opportunities and for working capital purposes. See
"Unsecured Line of Credit."

The Company intends to make regular quarterly distributions to its
stockholders, beginning with a distribution for the period commencing on the
completion of the Offering and ending on September 30, 1997.

The Company is a full-service real estate company, with substantial in-house
expertise and resources in acquisitions, development, financing, construction
management, property management, marketing, leasing, accounting, and legal
services. As of March 31, 1997 the Company had 284 employees, including 87
professionals involved in acquisitions, development, finance and legal
matters. The Company's 16 senior officers, together with Mr. Zuckerman,
Chairman of the Board, have an average of 24 years experience in the real
estate industry and an average of 16 years tenure with the Company.
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HISTORY

The Company was founded in Boston, Massachusetts in 1970 by Messrs.
Zuckerman and Linde to acquire and develop first-class commercial real estate
for long-term ownership and management. Over its 27 year history, the Company
has established a successful record of focusing on submarkets where the
Company can achieve leadership positions. During the last five years, the
Company's average return on cost (EBITDA divided by the undepreciated book
value of the Company's real estate assets) has been 14.2%. The following
paragraphs describe the Company's development and evolution.

Growth in Boston

In the early 1970's, Messrs. zuckerman and Linde identified the area of
suburban Boston along Route 128 as ready for the development of modern office
buildings, and they selected the quadrant west/northwest of Boston between the
Massachusetts Turnpike and US 93 as the most desirable area in which to
concentrate their efforts. Between 1978 and 1988, the Company acquired 13 key
sites in that area, and completed development of 17 office buildings on those
sites, containing more than 2.0 million net rentable square feet. The Company
built on its growing reputation for quality development in the Boston area by
successfully competing for control of sites available through public
competitions. During this period, the Company was awarded hotel development
rights on the Boston Harbor waterfront where it developed the 402 room Long
Wharf Marriott(R) Hotel. The Company was also selected by the Cambridge
Redevelopment Authority to be the developer of the 24 acre "Cambridge Center"
site adjacent to the Massachusetts Institute of Technology ("MIT"), where it
has completed development of ten buildings totaling over 1.7 million square
feet and still controls substantial additional development rights. In total
for Greater Boston, the Company has developed, acquired or redeveloped, for
its own account or for third parties, 41 buildings containing approximately
5.0 million square feet, of which the Company still owns approximately 3.7
million square feet.

Expansion to Washington, D.C. and its Suburban Markets

The Company opened its Washington, D.C. regional office in November 1979 to
pursue development and acquisitions and to provide real estate development
services in Greater Washington, D.C., including the Northern Virginia and
suburban Maryland real estate markets. Within this region, the Company has
concentrated its efforts in those submarkets that it believes to be the
strongest, including Southwest Washington, D.C., Montgomery County, Maryland,
Fairfax County, Virginia and Prince George's County, Maryland. The Company's
first project in the Greater Washington, D.C. market was Capital Gallery, a
400,000 square foot Class A, multi-tenant office building that the Company
completed in 1981. During the past 17 years, the Company, for its own account
and for third parties, has developed 30 buildings in Greater Washington, D.C.,
totaling approximately 5.75 million square feet. The Company continues to own
21 of these properties consisting of approximately 3.5 million square feet.

Expansion to Midtown Manhattan

In the early 1980's, Messrs. Zuckerman and Linde decided to explore
opportunities to expand the Company's operations to New York City and focused
on midtown Manhattan as desirable for new development. The Company identified
a key block-front site at 599 Lexington Avenue (immediately south of Citicorp
Center), structured an acquisition responsive to the particular needs of the
site's owner, and obtained all necessary public approvals within 11 months of
acquiring the site. Based on the Company's assessment of the strengths of the
site and the building design (including larger floors than were generally
available in the market area), the Company proceeded in 1984 with construction
of a 1.0 million net rentable square foot office tower. The building, which
the Company still owns, has had an occupancy rate in excess of 97% for the
past seven years. The building has continued to command premium rents within
its submarket.

Response to Market Conditions

In the mid-1980's the Company was designated as the developer of a project
in New York City in a joint venture with a national financial institution,
which intended to occupy a major portion of the leasable square footage
associated with the development. This institution withdrew from the project
due to changing economic circumstances and subsequently the Company withdrew
due to market conditions that made the project infeasible without a major
tenant precommitment. In the late 1980's, in response to market conditions,
the Company decided not to undertake any new speculative development or land
or property acquisitions based on its
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assessment of a growing oversupply and weakening real estate fundamentals in
the markets in which it operated. The Company was able to continue to prosper
by operating the portfolio of properties it had acquired and developed since
1970, by finding opportunities for build-to-suit development, and by expanding
the scope of its third-party development management activities. Between 1989
and 1996, the Company completed eight third party development projects on a
fee basis, including major projects for the Architect of the Capitol, the
Health Care Financing Administration, the New York Daily News, Beth Israel
Hospital and Medical Information Technology. The Company is currently the
development manager on projects for, among others, the National Institutes of
Health and Acacia Mutual Life Insurance Company in Washington, D.C., the
United States Postal Service in New York City and Boston and the Hyatt
Development Corporation in Boston.

Recent Activities

Recently, the Company began to more aggressively pursue potential new
development and acquisition opportunities and has increased its development
and acquisition activity. Currently, the Company is developing seven
properties, totaling approximately 810,000 square feet, located in Greater
Boston and Fairfax County, Virginia (consisting of five Office Properties that
will be 100% owned by the Company and two Office Properties in which the
Company will own a 25% interest). In 1996, in response to significant
unsatisfied tenant demand, the Company decided to begin construction of the
first new Class A speculative office building to be built in the 1990's along
Route 128 in suburban Boston. This 102,000 square foot building, to be
completed in the fall of 1997, is now pre-leased in its entirety to MediaOne
of Delaware, Inc., formerly Continental Cablevision, Inc. In addition, in
Springfield, Virginia, for pre-committed tenants, the Company is developing
two buildings in its Virginia-95 Business Park. One of these buildings will be
occupied by the United States Customs Service and the other will serve as the
headquarters of Autometric, Inc. In Reston, Virginia, the Company is
developing two Class A office buildings totaling 440,000 net rentable square
feet. One of such buildings, with approximately 312,000 net rentable square
feet, is 99% pre-leased to, and will serve as the headquarters of, BDM
International. In 1996, the Company also acquired the two Sugarland buildings
in Herndon, Virginia, which the Company is redeveloping. In the aggregate,
these projects are more than 79% pre-committed and upon completion, based on
the Company's estimate of the rental rates which will be achieved on the
remaining 16%, the expected initial Stabilized Return on Cost will be
approximately 12%. In addition, the Company is currently pursuing a number of
proposed development projects. One such proposed project is the development of
a 221 room Marriott (R) Residence Inn in Cambridge, Massachusetts on land with
respect to which the Company currently holds development rights. A second
proposed project, if consummated, will be a joint venture with Westbrook Real
Estate Partners LLC ("Westbrook") for the development of an approximately
370,000 square foot office building in Reston, Virginia. The Company is
currently in discussions with certain institutional investors to acquire
certain of their portfolio properties, and is also pursuing other potential
property and site acquisitions as well as build-to-suit opportunities in all
of its major markets. There can be no assurances that the Company will
ultimately acquire or develop any of such properties. In addition, on May 16,
1997 the Company entered into a purchase and sale agreement to acquire, for
$21.7 million, Newport Office Park, a Class A office building in Quincy,
Massachusetts with approximately 170,000 net rentable square feet and expects
Stabilized Return on Cost will be in excess of 10%.
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BUSINESS AND GROWTH STRATEGIES
BUSINESS STRATEGY

The Company's primary business objective i1s to maximize growth in net
available cash for distribution and to enhance the value of its portfolio in
order to maximize total return to stockholders. The Company's strategy to
achieve this objective is: (i) to selectively acquire and develop properties
in the Company's existing markets, adjacent suburban markets and in new
markets that present favorable opportunities; (ii) to continue to maintain
high lease renewal rates at rents that are at the high end of the markets in
which the Properties are located, and to continue to achieve high room rates
and occupancy rates in the Hotel Properties; and (iii) to selectively provide
fee-based development consulting and project management services to third
parties.

GROWTH STRATEGIES
External Growth

The Company believes that it is well positioned to realize significant
growth through external asset development and acquisition. During its 27 year
history, the Company has developed and acquired 107 properties for itself and
third parties. The Company believes that this development experience and the
Company's organizational depth positions the Company to continue to develop a
range of property types, from single-story suburban properties to high-rise
urban developments, within budget and on schedule. Other factors that
contribute to the Company's competitive position include: (i) the significant
increase in demand for new, high quality office and industrial space in the
Company's core market areas; (ii) the Company's control of sites in its core
markets that will support approximately 1.0 million square feet of new
development through fee ownership, contract ownership, and joint venture
relationships; (iii) the Company's reputation gained through the stability and
strength of its existing portfolio of properties; (iv) the Company's
relationships with leading national corporations and public institutions
seeking new facilities and development services; (v) the Company's
relationships with nationally recognized financial institutions that provide
capital to the real estate industry; and (vi) the substantial amount of
commercial real estate owned by domestic and foreign institutions, private
investors, and corporations who are seeking to sell such assets in the
Company's market areas.

The Company has targeted four areas of development and acquisition as
significant opportunities to execute the Company's external growth strategy:

Acquire Land for Development. The Company believes that development of
well-positioned office buildings and R&D properties is currently or will be
justified in many of the submarkets in which the Company has a presence.
The Company believes in acquiring land in response to market conditions
that allow for the development of such land in the relatively near term.
Over its 27 year history, the Company has established a successful record
of carefully timing land acquisitions in submarkets where the Company can
become one of the market leaders in establishing rent and other business
terms. The Company believes that there are opportunities in its existing
and other markets to acquire land with development potential at key
locations in markets which are experiencing growth.

In the past, the Company has been particularly successful at acquiring
sites or options to purchase sites that need governmental approvals before
the commencement of development. Because of the Company's development
expertise, knowledge of the governmental approval process and reputation
for quality development with local government approval bodies, the Company
generally has been able to secure the permits necessary to allow
development, thereby enabling the Company to profit from the increase in
their value once the necessary permits have been obtained.

In accordance with its belief that future development will provide
significant growth opportunities, the Company controls several major
parcels of land in its core submarkets which are positioned for near term
development. These sites are either (i) owned outright by the Company, (ii)
subject to options at prices that the Company believes are less than the
value of the land once developed, or (iii) owned by a third party with whom
the Company has established a joint venture relationship with respect to
such site.

In the Company's Virginia-95 Business Park in Springfield, Virginia, the
Company is developing for pre-committed tenants two office buildings on
land that is owned by the Company. These buildings, an 80,514 net rentable
square foot two-story office building (with expansion potential for another
40,000 square
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feet) that, when completed, will serve as the headquarters of Autometric,
Inc., and a 75,756 net rentable square foot expansion of the U.S. Customs
Service Data Center currently in the Company's Virginia-95 Business Park,
are both on schedule to be delivered by the end of 1997. In addition, the
Virginia-95 Business Park has the potential for an additional 130,000
square feet of development, including the possible expansion of the
Autometric, Inc. building.

The Company has entered into a joint venture with Westbrook, a major
investment fund that owns the Mobil Land Corporation national portfolio
including Reston Town Center, which is currently zoned for the development
of several office buildings in Reston, Virginia. The Company's first joint
venture with Westbrook is for the construction of a two-building, 440,000
square foot project. BDM International has committed to lease the first
309,000 square feet. BDM International occupancy is expected in February
1999.

In addition, the Company is pursuing a number of proposed development
projects. One such project is the proposed development of a 221-room
Marriott (R) Residence Inn on a parcel of land in the Company's Cambridge
Center development. Subject to the Company receiving the necessary zoning
and other regulatory approvals, and certain other business matters, the
Company expects to begin construction of this hotel in the third quarter of
1997. In addition, the Company is currently negotiating a second joint
venture with Westbrook. This joint venture, if consummated, will be for the
construction of a 370,000 square foot office building, of which 60% is pre-
committed to Andersen Consulting. No assurances can be given that the
Company will ultimately develop either of such properties. The Company
expects that its relationship with Westbrook will continue, resulting in
additional joint venture arrangements. The Reston market is one of the most
active areas of expansion for the rapidly growing Northern Virginia
computer technology and telecommunications industries. See "Business and
Properties--Proposed Developments."

The Company believes that, in many cases, land owners with limited
development expertise and/or limited financial resources wish to align
their property with an experienced, stable development team who can secure
financing and lead tenants. The Company has historically been very
successful at securing lead tenants and favorable financing terms for its
major projects, and therefore is routinely sought as a joint venture
partner. Examples of the Company's successful joint ventures with land
owners include One and Two Independence Square in Southwest Washington,
D.C., which are the headquarters for the Office of the Comptroller of the
Currency and the National Aeronautics and Space Administration,
respectively, and the United States International Trade Commission
Building, which is the headquarters of the United States International
Trade Commission.

Acquire Existing Underperforming Assets. The Company has actively pursued
and continues to pursue opportunities to acquire existing buildings that,
while currently generating income, are either underperforming the market
due to poor management or are currently leased below market with
anticipated roll-over of space. These opportunities may include the
acquisition of entire portfolios of properties. The Company believes that
because of its in-depth market knowledge and development experience in each
market in which it currently operates, its national reputation with
brokers, financial institutions and others involved in the real estate
market and its access to competitively-priced capital, the Company is well-
positioned to identify and acquire existing, underperforming properties for
competitive prices and to add significant additional value to such
properties through its effective marketing strategies and responsive
property management program.

The Company's development capabilities enable the Company to purchase
properties that have significant redevelopment potential, and to redevelop
and re-position such properties in the market. Examples of the Company's
implementation of this strategy include the Company's redevelopment of a
160,000 square foot office building at 191 Spring Street in Lexington,
Massachusetts in 1995. The Company acquired the property on a sale and
short-term leaseback. When the existing tenant vacated, the Company
redeveloped the property, adding a new facade, elevator and stair tower and
creating an atrium, and leased the property in its entirety as first-class
office space to The Stride Rite Corporation for its corporate headquarters.

35



Another example of the Company's implementation of this strategy was the
acquisition of the Sugarland Office Park in Herndon, Virginia. After the
major tenant of this two-building, 112,118 square foot, single story office
project moved out, the institutional owner decided to sell the property
rather than undertake a redevelopment or remarketing effort. The property
was substantially vacant when the Company acquired it in November of 1996.
As of May 22, 1997, 72% of the available space was committed to new
tenants.

Similarly, the Company has been successful at acquiring properties that
have more land available for development. When the Company acquired Bedford
Business Park in Bedford, Massachusetts, the property had 203,000 square
feet of buildings. The Company used additional zoning capacity to build an
additional 270,000 square feet on the site.

Acquire Assets from Institutions or Individuals. The Company believes
that due to its size, management strength and reputation it will be in an
advantageous position to acquire portfolios of assets or individual
properties from institutions or individuals seeking to convert their
ownership on a property level basis to the ownership of equity in a
diversified real estate operating company that offers liquidity through
access to the public equity markets. In addition, the Company may pursue
mergers with and acquisitions of compatible real estate firms. The ability
to offer OP Units to sellers who would otherwise recognize a gain upon a
sale of assets for cash or Common Stock may facilitate this type of
transaction on a tax-efficient basis. The Company is currently in
discussions with certain institutional investors to acquire certain of
their portfolio properties, but no assurances can be given that the Company
will purchase any of such properties.

Provide Third-Party Development Management Services. While the primary
objective of the Company has been, and will continue to be, the development
and acquisition of quality, income producing buildings to be held for long
term ownership, a select amount of comprehensive project-level development
management services for third parties will be an element of the continued
growth and strategy of the Company. The Company believes that third-party
development projects permit the Company to: (i) create relationships with
major institutions and corporations that lead to new development
opportunities; (ii) continue to enhance the Company's reputation in its
core markets; (iii) create opportunities to enter new markets; and (iv)
leverage its operating overhead.

The Company's previous third-party development management projects
include the Thurgood Marshall Federal Judiciary Building in Washington,
D.C. and the Health Care Financing Administration Building in Woodlawn,
Maryland, laboratory facilities for Biogen and Beth Israel Hospital in
Cambridge and Boston, Massachusetts, and the New York Daily News
headquarters and printing plant in New York City and Jersey City, New
Jersey, respectively. The high quality of the Company's development
management projects is evidenced by the numerous awards bestowed upon the
Federal Judiciary Building, the Health Care Financing Administration
Building and the New York Daily News headquarters. Current third-party
development management projects that the Company is engaged in include the
development of a new $330 million Clinical Research Center for the National
Institutes of Health, the redevelopment of 90 Church Street in New York
City for the U.S. Postal Service, and the redevelopment of the Acacia
Mutual Life Insurance Company building in Washington, D.C. which has been
leased in its entirety to the law firm of Jones, Day, Reavis, and Pogue.

Internal Growth

The Company believes that significant opportunities exist to increase cash
flow from its existing Properties because they are high quality properties in
desirable locations in submarkets that are experiencing rising rents, low
vacancy rates and increasing demand for office and industrial space. In
addition, the Company's Properties are in markets where supply is limited by
the lack of available sites and the difficulty of receiving the necessary
approvals for development on vacant land. The Company's strategy for
maximizing the benefits from these opportunities is (i) to provide high
quality property management services using its own employees in order to
enhance tenant preferences for renewal, expansion and relocation in the
Company's properties, and (ii) to achieve speed and transaction cost
efficiency in replacing departing tenants through the use of in-house services
for marketing, lease negotiation, and design and construction of tenant
improvements. In addition, the Company
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believes that the Hotel Properties will add to the Company's internal growth
because of their desirable locations in the downtown Boston and East Cambridge
submarkets, which are experiencing high occupancy rates and continued growth
in room rates, and their effective management by Marriott(R), which has
achieved high guest satisfaction and limitations on increases in operating
costs.

Cultivate Existing Submarkets. In choosing locations for its properties,
the Company has paid particular attention to transportation and commuting
patterns, physical environment, adjacency to established business centers,
proximity to sources of business growth and other local factors.
Substantially all of the Company's square footage of Office Properties are
located in twelve submarkets in Greater Boston, Greater Washington, D.C.
and midtown Manhattan. In the Boston area, 622,511 net rentable square feet
of Office Properties are located in the Company's mixed-use Cambridge
Center development in the East Cambridge submarket, which is the largest
and most important submarket of Cambridge, Massachusetts. An additional
1,818,743 net rentable square feet of Office Properties are located in two
adjacent areas along the inner suburban circumferential highway, the Route
128/Massachusetts Turnpike and Route 128 Northwest submarkets, which are
the strongest submarkets in the Boston suburbs in terms of rental and
occupancy rates. In Greater Washington, D.C., 76.7% of the Company's
3,076,710 square feet of space in Class A office buildings is concentrated
in the Southwest submarket, a strong market for quality government agency
tenants and tenants in related services, and in its Democracy Center and
Montvale Center projects in Montgomery County, Maryland. The Company's New
York City property is at 599 Lexington Avenue, adjacent to Citicorp Center
in the Park Avenue submarket of midtown Manhattan, which has historically
been midtown Manhattan's strongest office location.

These submarkets are experiencing increasing rents and as a result
current market rates often exceed the rents being paid by current tenants
in the Properties. The Company expects that leases expiring over the next
three years will be renewed, or space relet, at higher rents. Leases with
respect to 10.3%, 10.9% and 7.0% of the leased square footage of the Office
and Industrial Properties expires in 1997, 1998 and 1999, respectively. The
weighted average Escalated Rent with step-ups of such expiring square
footage is $17.93, compared to a weighted average Company quoted rental
rate per square foot as of January 1, 1997 of $20.34. The actual rental
rates at which available space will be re-let will depend on prevailing
market factors at the time. There can be no assurance that the Company will
re-let such space at an increased, or even at the then current, rental
rate.

Directly Manage Properties to Maximize the Potential for Tenant
Retention. The Company itself provides property management services, rather
than contracting for this service, to achieve awareness of and
responsiveness to tenant needs. The Company and the Properties also benefit
from cost efficiencies produced by an experienced work force attentive to
preventive maintenance and energy management and from the Company's
continuing programs to assure that its property management personnel at all
levels remain aware of their important role in tenant relations. The
Company has long recognized that renewal of existing tenant leases, as
opposed to tenant replacement, often provides the best operating results,
because renewals minimize transaction costs associated with marketing,
leasing and tenant improvements and avoid interruptions in rental income
during periods of vacancy and renovation of space.

Replace Tenants Quickly at Best Available Market Terms and Lowest
Possible Transaction Costs. The Company believes that it has a competitive
advantage in attracting new tenants and achieving rental rates at the
higher end of its markets as a result of its well-located, well-designed
and well-maintained properties, its reputation for high quality building
services and responsiveness to tenants, and its ability to offer expansion
and relocation alternatives within its submarkets. The Company's objective
throughout this process is to obtain the highest possible rental terms and
to achieve rent commencement for new tenancies as quickly as possible, and
the Company believes that its use of in-house resources for marketing,
leasing and tenant improvements continues to result in lower than average
transaction costs.
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USE OF PROCEEDS

The net proceeds to the Company from the Offering, after deducting the
underwriting discount and estimated expenses of the Offering, are estimated to
be approximately $730.9 million (approximately $841.3 million if the
Underwriters' overallotment is exercised in full). The net proceeds of the
Offering will be used by the Company as follows: (i) approximately $707.1
million to repay certain mortgage indebtedness secured by the Properties as
set forth in the table below; (ii) approximately $6.9 million for related
prepayment penalties; (iii) approximately $9.9 million to pay transfer taxes;
(iv) to establish a cash balance of approximately $5.5 million for working
capital purposes; and (v) approximately $1.5 million to establish the
Unsecured Line of Credit. In addition, approximately $57.7 million that will
be drawn under the Unsecured Line of Credit upon the completion of the
offering will be used as follows: (x) approximately $42.8 million will be used
to repay notes due Messrs. Zuckerman and Linde (the "Development Loan") in
respect of loans advanced by them to the entities that, prior to the Offering,
own the Development Properties and certain parcels of land, to fund
development of the Development Properties and the acquisition of such parcels
of land (with interest on such refinanced amount to be capitalized during the
period of development); and (y) approximately $14.9 million (net of $6.8
million of assumed debt) will be used to acquire the Newport Office Park
property. The Company currently has no agreements or understandings to
purchase any properties or interests therein other than the Properties and
certain of the development parcels.

The Development Loan will be repaid with a drawdown from the Unsecured Line
of Credit concurrently with the closing of the Offering. In addition, the
funds necessary to acquire Newport Office Park will be paid with a drawdown
from the Unsecured Line of Credit at such time.

If the Underwriters' overallotment option is exercised in full, the Company
expects to use the additional net proceeds (which will be approximately $110.4
million) to repay indebtedness, acquire or develop additional properties, and
for general corporate purposes.

Pending application of cash proceeds, the Company will invest such portion
of the net proceeds in interest-bearing accounts and short-term, interest-
bearing securities, which are consistent with the Company's intention to
qualify for taxation as a REIT.

If the public offering price per share of Common Stock in the Offering is
below the mid-point of the range indicated on the cover of this Prospectus,
any reduction in net proceeds to the Company from the Offering would be
replaced, to the extent necessary, with additional indebtedness under the
Unsecured Line of Credit.

Certain information regarding the indebtedness to be repaid is set forth
below:
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DEBT TO BE REPAID WITH A PORTION OF THE OFFERING PROCEEDS

AMOUNT TO BE

PROPERTY MATURITY (1) INTEREST RATE (1) REPAID(1) (2)
599 Lexington Avenue.... July 19, 2005 8.000% $185,000,000

Cambridge Center
Marriott, One and Three

Cambridge Center....... June 30, 1997 LIBOR + 1.375(3) 125,000,000
Democracy Center........ July 24, 1998 LIBOR + 1.200(3) 109,500,000
Long Wharf Marriott(R).. June 28, 1997 LIBOR + 0.700(3) 68,600,000

The U.S. International
Trade Commission

Building............... July 11, 1998 7.350 50,000,000
2300 N Street........... August 3, 1998 9.170 34,000,000
Lexington Office Park... June 30, 2001 LIBOR + 1.000(3) 15,176,028
Waltham Office Center... October 1, 1997 9.500 11,389,018
Eleven Cambridge

Center........cvvuvvunn. October 1, 1997 9.500 8,318,626
7601 Boston Boulevard,

Building Eight......... August 15, 1997 LIBOR + 1.250(3) 8,160,000
10 and 20 Burlington

Mall Road(4).....coun.. July 1, 2001 8.330 8,000,000
8000 Grainger Court,

Building Five.......... August 15, 1997 LIBOR + 1.250(3) 7,470,000
Fourteen Cambridge

Center.....ovveinenn. March 24, 2001 LIBOR + 1.750(3) 6,699,820
7500 Boston Boulevard,

Building Six........... August 15, 1997 LIBOR + 1.250(3) 6,277,500
195 West Street......... June 19, 1999 LIBOR + 1.750(3) 5,700,066
7600 Boston Boulevard,

Building Nine.......... August 15, 1997 LIBOR + 1.250(3) 5,649,750
7435 Boston Boulevard,

Building One........... October 1, 1997 9.500 5,564,116
40-46 Harvard Street.... June 30, 2001 LIBOR + 1.000(3) 5,310,733
170 Tracer Lane......... October 1, 1997 9.500 5,145,947
6201 Columbia Park Road,

Building Two........... August 15, 1997 LIBOR + 1.250(3) 4,896,000
8 Arlington Street...... June 30, 2001 LIBOR + 1.000(3) 4,552,058
32 Hartwell Avenue...... October 1, 1997 9.500 4,163,697
7374 Boston Boulevard,

Building Four.......... October 1, 1997 9.500 3,567,569
2000 South Club Drive,

Building Three......... August 15, 1997 LIBOR + 1.250(3) 3,452,250
204 Second Avenue....... October 1, 1997 9.500 3,286,902
25-33 Dartmouth Street.. October 1, 1997 9.500 3,249,633
1950 Stanford Court,

Building One........... August 15, 1997 LIBOR + 1.250(3) 2,594,500
7451 Boston Boulevard,

Building Two........... October 1, 1997 9.500 2,183,375
164 Lexington Road...... November 30, 2000 7.800 1,951,797
2391 West Winton

AVENUE. vttt v tv v ene s March 20, 2006 9.875 1,309,837
17 Hartwell Avenue...... October 1, 1997 9.500 912,845
Total.ow s ininnennenn. $707,082,067

(1) The Company estimates that the indebtedness to be repaid with a portion of
the proceeds of the Offering will have a weighted average interest rate of
approximately 7.29% and a weighted average maturity of approximately 4.0
years as of December 31, 1996. Repayment amounts assume that the
indebtedness is repaid on June 1, 1997. Exact repayment amounts may differ
due to amortization. Repayment amounts exclude prepayment penalties that
aggregate approximately $6.9 million.

(2) Represents prepayment of principal only.

(3) 30 Day LIBOR of 5.6875% as of May 22, 1997 was used for calculation of the
weighted average interest rate.

(4) Includes 91 Hartwell Avenue and 92 and 100 Hayden Avenue.
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DISTRIBUTIONS

Subsequent to the Offering, the Company intends to make regular quarterly
distributions to the holders of its Common Stock. The Company intends to pay a
pro rata distribution with respect to the period commencing on the completion
of the Offering and ending on September 30, 1997 based upon $0.405 per share
for a full quarter. On an annualized basis, this would be $1.62 per share, or
an annual distribution rate of approximately 6.5% based on the initial public
offering price per share of $25.00. The Company does not intend to reduce the
expected distribution per share if the Underwriters' overallotment option is
exercised. The following discussion and the information set forth in the table
and footnotes below should be read together with the financial statements and
notes thereto, the pro forma financial information and notes thereto and
"Management's Discussion and Analysis of Financial Condition and Results of
Operations--Liquidity and Capital Resources" included elsewhere in this
Prospectus.

The Company's intended initial annual distribution is based on an estimate
of the cash flow that will be available to it for distributions for the 12-
month period following completion of the Offering. This estimate is based on
pro forma cash flows provided by operations for the twelve months ended March
31, 1997, as adjusted for certain events and contractual commitments that are
not reflected in the Company's historical or pro forma financial statements,
but without giving effect to any changes in working capital resulting from
changes in current assets and current liabilities (which are not anticipated
to be material) or the amount of cash estimated to be used for (i) investing
activities for development, acquisition and tenant improvement and leasing
costs and (ii) financing activities for principal repayments and interest
thereon (other than for existing indebtedness). The Company anticipates that,
except as reflected in the table below and the notes thereto, investing and
financing activities will not have a material effect on estimated cash
available for distribution. The Company's estimated pro forma cash flows from
operating activities determined in accordance with generally accepted
accounting principles is substantially equivalent to estimated pro forma Funds
from Operations, as adjusted for the items set forth in the table below. The
calculation of adjustments to pro forma Funds from Operations is being made
solely for the purpose of setting the initial distribution amount and is not
intended to be a projection or prediction of the Company's actual results of
operations nor is the methodology upon which such adjustments are made
intended to be a basis for determining future distributions. Future
distributions by the Company will be at the discretion of the Board of
Directors. There can be no assurance that any distributions will be made nor
that the expected level of distributions will be maintained by the Company.

Future distributions by the Company will be at the discretion of the Board
of Directors and will depend on a number of factors, including the amount of
Cash Available for Distribution and the Operating Partnership's financial
condition. Any decision by the Board of Directors to reinvest the Cash
Available for Distribution rather than to distribute such funds to the Company
will depend upon the Operating Partnership's capital requirements, the annual
distribution requirements under the REIT provisions of the Code (see "Federal
Income Tax Consequences--Requirements for Qualification--Annual Distribution
Requirements") and such other factors as the Board of Directors deems
relevant. There can be no assurance that any distributions will be made or
that the estimated level of distributions will be maintained by the Company.

The Company anticipates that its distributions will exceed earnings and
profits for income tax reporting purposes due to non-cash expenses, primarily
depreciation and amortization, to be incurred by the Company. Therefore,
approximately 25% (or $0.41 per share) of the distributions anticipated to be
paid by the Company for the first twelve months subsequent to the Offering are
expected to represent a return of capital for federal income tax purposes and
in such event will not be subject to federal income tax under current law to
the extent such distributions do not exceed a stockholder's basis in his or
her Common Stock. The nontaxable distributions will reduce the stockholder's
tax basis in the Common Stock and, therefore, the gain (or loss) recognized on
the sale of such Common Stock or upon liquidation of the Company will be
increased (or decreased) accordingly. The percentage of stockholder
distributions that represents a nontaxable return of capital may vary
substantially from year to year.

Federal income tax law requires that a REIT distribute annually at least 95%
of its REIT taxable income. See "Federal Income Tax Consequences--Requirements
for Qualification--Annual Distribution Requirements." The amount of
distributions on an annual basis necessary to maintain the Company's REIT
status based on pro forma taxable income of the Operating Partnership for the
twelve months ended December 31, 1996 as adjusted
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for certain items in the following table would have been approximately $38
million. The estimated Cash Available for Distribution is anticipated to be in
excess of the annual distribution requirements applicable to REITs. Under
certain circumstances, the Company may be required to make distributions in
excess of Cash Available for Distribution in order to meet such distribution
requirements. For a discussion of the tax treatment of distributions to
holders of Common Stock, see "Federal Income Tax Consequences."

The Company believes that its estimate of Cash Available for Distribution
constitutes a reasonable basis for setting the initial distribution, and the
Company expects to maintain its initial distribution rate for the twelve
months subsequent to the Offering unless actual results of operations,
economic conditions or other factors differ from the assumptions used in the
estimate. The Company's actual results of operations will be affected by a
number of factors, including the revenue received from the Properties, the
operating expenses of the Company, interest expense, the ability of tenants of
the Properties to meet their obligations and unanticipated capital
expenditures. Variations in the net proceeds from the Offering as a result of
a change in the initial public offering price or the exercise of the
Underwriters' overallotment option may affect the Cash Available for
Distribution and the payout ratio of Cash Available for Distribution and
available reserves. No assurance can be given that the Company's estimate will
prove accurate. Actual results may vary substantially from the estimate.

The following table describes the calculation of pro forma Funds from
Operations for the twelve months ended March 31, 1997 and the adjustments made
to pro forma Funds from Operations for the twelve months ended March 31, 1997
in estimating initial Cash Available for Distribution for the twelve months
ending March 31, 1998 (amounts in thousands except share data, per share data,
square footage data and percentages):

Pro forma Income before Minority Interests and Extraordinary Item for

the year ended December 31, 1996. ... ..ttt eneennennnnnn $60,130
Less: Non-recurring item--lease termination fee.................... (7,503)
Less: Minority combined partnership's share of funds from

03 ST ar= i o o = (479)
Plus: Pro forma real estate depreciation and amortization for the

year ended December 31, 1996. ... ..ttt enenenennnnnas 36,334

Pro forma Funds from Operations for the year ended December 31, 1996

0 88,482
Less: Pro forma funds from operations for the three months ended

MarCh 31, 1006 . ittt it ittt it et e e e e e e e, (19,587)
Plus: Pro forma funds from operations for the three months ended

MarCh 31, 1007 ittt ittt e e e e e e e e e e 22,469

Pro forma Funds from Operations for the twelve months ended March 31,

S 91,364
Adjustments:
Net increases in contractual rent income (2)..........ciiuiiiunienn.. 7,396
Provision for lease expirations, assuming no renewals (3).......... (2,881)
Net contractual income from leases signed from new developments
T 2,079
Net effect of decrease in interest income and interest expense
5 (11)

Estimated adjusted pro forma Funds from Operations for the twelve

months ending March 31, 1908. ... ..ttt ittt et 97,947
Adjustments:
Net effect of straight-line rents (6) .....uiiiiiiin i innnnnnnn. 549
Pro forma non-real estate amortization for the twelve months ended
March 31, 1997 () cu ittt ittt it et ettt ettt e e 2,087
Estimated pro forma Cash Flows from Operating Activities for the
twelve months ending March 31, 1998. ... ..ttt enenennnnnns 100,583
Scheduled mortgage loan principal payments (8).........cciiiiienn. (3,940)
Estimated annual provision for tenant improvements and leasing
COMMISSIONS () v vttt it ettt e et et et e ettt et e et et e (5,990)
Estimated annual provision for capital expenditures--office and
industrial properties (10) ...ttt it ittt ittt ineneneneneas (1,0642)
Estimated annual provision for capital expenditures--hotels (11)... (3,557)

Estimated Cash Available for Distribution for the twelve months
ending March 31, L1998 . ..ttt ittt ittt ettt e e $85,448

The Company's share of estimated Cash Available for Distribution

0 $58,019
Minority interest's share of estimated Cash Available for o
DTS o o U i e o $27,429
Total estimated initial annual distributions......................... EZTT;ZT
Estimated initial annual distribution per share (13)............... ;:::izz

Payout ratio based on estimated Cash Available for Distribution
L 94.9%
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(1)

The White Paper defines Funds from Operations as net income (loss)
(computed in accordance with GAAP), excluding gains (or losses) from debt
restructuring and sales of property, plus real estate related depreciation
and amortization and after adjustments for unconsolidated partnerships and
joint ventures. Management believes Funds from Operations is helpful to
investors as a measure of the performance of an equity REIT because, along
with cash flows from operating activities, financing activities and
investing activities, it provides investors with an understanding of the
ability of the Company to incur and service debt and make capital
expenditures. The Company computes Funds from Operations in accordance
with standards established by the White Paper, which may differ from the
methodology for calculating Funds from Operations utilized by other equity
REITs, and, accordingly, may not be comparable to such other REITs.
Further, Funds from Operations does not represent amounts available for
management's discretionary use because of needed capital replacement or
expansion, debt service obligations, or other commitments and
uncertainties. Funds from Operations should not be considered as an
alternative to net income (determined in accordance with GAAP) as an
indication of the Company's financial performance or to cash flows from
operating activities (determined in accordance with GAAP) as a measure of
the Company's liquidity, nor is it indicative of funds available to fund
the Company's cash needs, including its ability to make distributions. The
Company believes that in order to facilitate a clear understanding of the
combined historical operating results of the Boston Properties Predecessor
Group and the Company, Funds from Operations should be examined in
conjunction with net income as presented in the combined financial
statements and information included elsewhere in this Prospectus. Pro
forma funds from operations for the three months ended March 31, 1997 and
1996 was calculated as follows:

PRO FORMA

THREE MONTHS

ENDED MARCH
31,

Pro forma income before minority interest.................. 13,732 18,414
Less: Non-recurring item--lease termination fee . -- (7,503)
Less: Minority combined partnership share of funds from

03 ST ar= i e o = (148) (80)

Plus: Pro forma real estate depreciation and

[0 1110 i ol 1= o o NP 8,885 8,756
Pro forma funds from operations.............ciiiiiiiiiiian. 22,469 19,587

Represents the net increases in contractual rental income net of expenses
from new leases and renewals that were not in effect for the entire
twelve-month period ended March 31, 1997 and new leases and renewals that
went into effect between April 1, 1997 and May 23, 1997 and the effect of
the hotel net leases in effect at the closing date.

Assumes no lease renewals or new leases (other than month-to-month leases)
for leases expiring after March 31, 1997 unless a new or renewal lease has
been entered into by May 23, 1997.

Represents contractual rental revenue, net of operating expenses, to be
collected during the twelve months ended March 31, 1998 from development
projects to be completed during 1997.

Reflects an estimated reduction in interest income of $872 for the year
ending December 31, 1997 resulting from a decrease in the amount of cash
to be held by the Company, partially offset by an estimated reduction in
interest expense of $861.

Represents the effect of adjusting straight-line rental revenue included
in pro forma net income from the straight-line accrual basis to amounts
currently being paid or due from tenants.

Pro forma amortization of financing costs of $1,542 plus corporate
depreciation of $545 for the twelve months ended March 31, 1997.
Represents scheduled payments of mortgage loan principal due during the
twelve months ending March 31, 1998.
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(9) Reflects recurring tenant improvements and lease commissions anticipated
for the year ending December 31, 1997 based on the weighted average tenant
improvements and leasing commissions expenditures for renewed and
retenanted space at the Properties incurred during 1992, 1993, 1994, 1995,
and 1996, multiplied by the average annual number of square feet of leased
space for which leases expire during the years ending December 31, 1997
through December 31, 2001. The weighted average annual per square foot
cost of tenant improvements and leasing commissions expenditures is
presented below:

YEAR ENDED DECEMBER 31,
—————————————————————————————— WEIGHTED
1992 1993 1994 1995 1996 AVERAGE

Recurring Tenant improvements and

lease commissions per square foot.. $6.74 $5.59 $6.51 $7.77 $10.25 $ 7.67
Average annual square feet for which

leases expire during years ending

December 31, 1997 through December

31, 2001 ittt e, 781,767
Total estimated annual recurring

capitalized tenant improvements and

leasing commission................. $ 5,996

(10) For the twelve months ending March 31, 1998, the estimated cost of
recurring building improvements and equipment upgrades and replacements
(excluding costs of tenant improvements) at the Office and Industrial
Properties is approximately $1,642 and is based on an annual estimated
cost of $0.20 per square foot.

(11) Represents an estimate of $3,557 for funding of hotel escrow accounts for
capital expenditures at the hotels. The amount is a percentage of hotel
revenue. The average cost of historical capital expenditures at the
hotels incurred during the years ended December 31, 1992 through December
31, 1996 is presented below.

YEAR ENDED DECEMBER 31,
———————————————————————————————— ANNUAL
1992 1993 1994 1995 1996 AVERAGE

Hotel improvements, equipment
upgrades and replacements....... $3,182 $836 $1,917 $4,420 $3,041 $2,679

At December 31, 1996, reserve accounts for hotel improvements for both
Properties aggregated $4,942. Pursuant to the Hotel Property management
agreements, Marriott (R) has agreed to reserve 5% and 6% of the gross revenues
of the Marriott(R) Long Wharf Hotel and the Cambridge Center Marriott (R),
respectively, for hotel improvements, equipment upgrades and replacements.

(12) The Company's share of estimated Cash Available for Distribution and
estimated initial annual cash distributions to stockholders of the
Company is based on its approximate 67.9% aggregate partnership interest
in the Operating Partnership.

(13) Based on a total of 33,983,541 shares of Common Stock to be outstanding
after the Offering, consisting of 31,400,000 shares to be sold in the
Offering, assuming no exercise of the Underwriters' overallotment option,
and 2,583,541 additional shares owned by Messrs. Zuckerman and Linde
after the Offering.

(14) Calculated as estimated initial annual distribution per share divided by
the Company's share of estimated Cash Available for Distribution per
share for the twelve months ending March 31, 1998. The payout ratio based
on estimated adjusted pro forma Funds from Operations is 82.8%.
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CAPITALIZATION

The following table sets forth the combined historical capitalization of the
Boston Properties Predecessor Group and the other assets to be acquired in the
Formation Transactions and the pro forma combined capitalization of the
Company as of March 31, 1997, as adjusted to give effect to the Formation
Transactions, the Offering and the use of the net proceeds from the Offering
and from the initial borrowing under the Unsecured Line of Credit as set forth
under "Use of Proceeds." The information set forth in the table should be read
in conjunction with the combined historical financial statements and notes
thereto, the pro forma financial information and notes thereto and
"Management's Discussion and Analysis of Financial Condition and Results of
Operations--Liquidity and Capital Resources" included elsewhere in this
Prospectus.

COMBINED
HISTORICAL AS ADJUSTED

(IN THOUSANDS)

Debt:

Mortgage Notes, Notes payable to affiliate and

Unsecured Line of Credit (1).........ciiiiiuininininnnn. $1,446,645 $752,993(3)
Minority interest in Operating Partnership............ -= 48,838

Stockholders' equity:

Preferred Stock, $.01 par value, 50,000,000 shares

authorized, none issued or outstanding.............. - -
Common Stock, $.01 par value, 250,000,000 shares

authorized; 33,983,541 issued and outstanding on a

pro forma basis (2) ...ttt ittt it - 340
Additional Paid-in Capital......c..eiiiiiiinnennnnnn -= 102,963
Owners' Equity (Deficiency) ......eiuiiiiiiinininnan. (575,694) -

Total Stockholders' Equity (Deficiency)............. (575,694) 103,303

Total Capitalization......eeeeeeneineineineenennnnn $ 870,951 $905,134

(1) Mortgage notes payable are comprised of 44 loans at March 31, 1997,
December 31, 1996 and 1995 each of which is collateralized by a building
and related land included in real estate assets. The mortgage notes
payable are generally due in monthly installments and mature at various
dates through September 30, 2012. Interest rates on fixed rate mortgage
notes payable aggregating $1,012,320, $1,013,361 and $929,226 at March 31,
1997, December 31, 1996 and 1995, respectively, range from 7.35% to 9.875%
(averaging 8.18% at March 31, 1997 and December 31, 1996). Interest rates
on variable rate mortgage notes payable aggregating $384,948, $385,985 and
$446,546 at March 31, 1997, December 31, 1996 and 1995, respectively,
range from 0.7% above the London Interbank Offered Rate ("LIBOR") 5.5% at
March 31, 1997 and December 31, 1996 to 1.75% above the LIBOR rate.

The interest rates related to the mortgage notes payable for three
properties aggregating $610,313, $610,782 and $612,657 at March 31, 1997,
December 31, 1996 and 1995, respectively, are subject to periodic scheduled
rate increases. Interest expense for these mortgage notes payable is
computed using the effective interest method. The impact of using this
method increased interest expense $206 and $161 for the three months ended
March 31, 1997 and 1996, respectively, and $644, $1,347 and $3,131 for the
years ended December 31, 1996, 1995 and 1994, respectively. The cumulative
liability related to these adjustments is $21,220, $21,013 and $20,369 at
March 31, 1997, December 31, 1996 and 1995, respectively, and is included
in mortgage notes payable.

Combined aggregate principal maturities of mortgage notes payable at
December 31, 1996 are as follows:

S $334,784
S 219,748
S 11,315
2 48,040
O 153,148

The extraordinary loss reflected in the statement of operations for the year
ended December 31, 1996 resulted from a prepayment penalty upon the early
principal repayment of a mortgage note payable.
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Certain mortgage notes payable are subject to prepayment penalties of
varying amounts in the event of an early principal repayment.

(2) Includes shares of Common Stock to be issued in the Offering. Does not
include (i) 16,066,459 shares of Common Stock that may be issued upon the
exchange of OP Units issued in connection with the Formation Transactions,
or (ii) 2,300,000 shares of Common Stock subject to options granted under
the Company's Stock Option Plan.

(3) As adjusted Mortgage Notes and Unsecured Line of Credit consists of the
pro forma Mortgage notes payable and Unsecured Line of Credit of $739,226
as of March 31, 1997 adjusted (i) for the effects of the drawdown on the
Unsecured Line of Credit of $57,655 as of the Offering date less the
$42,983 drawdown used for pro forma purposes, and (ii) to reflect
anticipated principal amortization on the Mortgage Notes between March 31,
1997 and the Offering date.
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DILUTION

At March 31, 1997, the Company had a net tangible book value of
approximately $(600.8) million. After giving effect to (i) the sale of the
shares of Common Stock offered hereby (at an assumed initial public offering
price of $25.00 per share) and the receipt by the Company of approximately
$730.9 million in net proceeds from the Offering, after deducting the
underwriting discount and estimated Offering expenses, (ii) the repayment of
approximately $708.4 million (at March 31, 1997) of indebtedness under
mortgage debt, the Company's pro forma net tangible book value at March 31,
1997 would have been $85.8 million, or $2.73 per share of Common Stock. This
amount represents an immediate increase in net tangible book value of $35.15
per share to persons who held a direct or indirect interest in the assets of
the Company prior to the Offering (the "Continuing Investors") and an
immediate dilution in pro forma net tangible book value of $22.27 per share of
Common Stock to new investors. The following table illustrates this dilution:

Initial public offering price per share................ $25.00
Deficiency in tangible book value per share prior to
the Offering (1)« tne ettt itaee e eiaaeeenn $(32.42)
Increase in net tangible book value per share
attributable to the Offering(2) .......uvviiuuneennn. $ 35.15
Pro forma net tangible book value after the
Of FETANG (3) v ettt ittt ettt e ettt ettt e $ 2.73
Dilution in net tangible book value per share of Common
Stock to new Investors(4) ...ttt $22.27

(1) Net tangible book value per share prior to the Offering is determined by
dividing net tangible book value of the Company (based on the March 31,
1997 net book value of the assets less net book value of deferred
financing and leasing costs to be contributed in connection with the
Formation Transactions, net of liabilities to be assumed) by the number of
shares of Common Stock held by, or issuable upon the exchange of all OP
Units to be issued to, the Continuing Investors.

(2) Based on the assumed initial public offering price of $25.00 per share of
Common Stock and after deducting Underwriters' discounts and commissions
and estimated Offering expenses.

(3) Based on total pro forma net tangible book value of $85.8 million divided
by the total number of shares of Common Stock. There is no impact on
dilution attributable to the issuance of Common Stock in exchange for OP
Units to be issued to the Continuing Investors since such OP Units would
be exchanged for Common Stock on a one-for-one basis.

(4) Dilution is determined by subtracting net tangible book value per share of
Common Stock after the Offering from the initial public offering price of
$25.00 per share of Common Stock.

The following table summarizes, on a pro forma basis giving effect to the
Offering and the Formation Transactions, the number of shares of Common Stock
to be sold by the Company in the Offering and the number of OP Units to be
issued to the Continuing Investors in connection with the Formation
Transactions, the net tangible book value as of March 31, 1997 of the assets
contributed in the Formation Transactions and the net tangible book value of
the average contribution per share based on total contributions.

CASH/BOOK VALUE OF

COMMON STOCK/ TO THE COMPANY PURCHASE PRICE/BOOK
OP UNITS ISSUED CONTRIBUTIONS (1) VALUE OF AVG.
——————————————————————————————————————————— CONTRIBUTION
SHARES PERCENT $ PERCENT PER SHARE/UNIT

(IN THOUSANDS, EXCEPT PERCENTAGES)

New Investors in the

Offering........ccvvenn.. 31,400 63% $ 730,938 579% $ 25.00(2)

Common Stock held by

Continuing Investors... 2,584 5% (83,772) (66)% $(32.42)

OP Units issued to

Continuing Investors... 16,066 32% (520,849) (413)% $(32.42)
Total...vviiiinennnnn. 50,050 100% $ 126,317 100%

(1) Based on the December 31, 1996 net book value of the assets less net book
value of deferred financing and leasing costs to be contributed in
connection with the Formation Transactions, net of liabilities to be
assumed.

(2) Before deducting the underwriting discount and estimated expenses of the
Offering.

46



SELECTED FINANCIAL INFORMATION

The following table sets forth unaudited pro forma financial and other
information for the Company and combined historical financial information for
the Boston Properties Predecessor Group. The following selected financial
information should be read in conjunction with the financial statements and
notes thereto included elsewhere in this Prospectus.

The combined historical balance sheets as of December 31, 1996 and 1995 and
combined historical statements of operations for the years ended December 31,
1996, 1995 and 1994 of the Boston Properties Predecessor Group have been
derived from the historical combined financial statements audited by Coopers &
Lybrand L.L.P., independent accountants, whose report with respect thereto is
included elsewhere in this Prospectus.

The selected financial data at March 31, 1997 and for the three months ended
March 31, 1997 and March 31, 1996 are derived from unaudited financial
statements. The unaudited financial information includes all adjustments
(consisting of normal recurring adjustments) that management considers
necessary for fair presentation of the combined financial position and results
of operations for these periods. Combined operating results for the three
months ended March 31, 1997 are not necessarily indicative of the results to
be expected for the entire year ended December 31, 1997.

Unaudited pro forma operating information for the three months ended March
31, 1997 and the year ended December 31, 1996 is presented as if the
completion of the Offering and the Formation Transactions occurred at January
1, 1997 and 1996, respectively, and the effect thereof was carried forward
through the interim period presented (e.g., certain debt was repaid and no
related interest expense thereafter incurred). By necessity, such pro forma
operating information incorporates certain assumptions which are described in
the notes to the Pro Forma Condensed Consolidated Statements of Operations
included elsewhere in this Prospectus. The unaudited pro forma balance sheet
data is presented as if the aforementioned transactions had occurred on March
31, 1997.

The pro forma information does not purport to represent what the Company's
financial position or results of operations would actually have been if these
transactions had, in fact, occurred on such date or at the beginning of the
period indicated, or to project the Company's financial position or results of
operations at any future date or for any future period.
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THE COMPANY (PRO FORMA) AND THE BOSTON PROPERTIES PREDECESSOR GROUP
(HISTORICAL)

OPERATING DATA:
Revenues:
Rental revenue (1)....
Hotel revenue (1).....
Fee and other income

Total revenues......
Expenses:
Property expenses

Hotel expenses (1)....
General and adminis-
trative.......... ...,
Interest..............
Real estate
depreciation and
amortization.........
Other depreciation and
amortization.........

Total expenses......
Income (loss) before
extraordinary item and
minority interest in
combined partnership...
Minority interest in
combined partnership...

Income (loss) before
extraordinary item.....

Extraordinary item--loss
on early extinguishment

Minority interest in Op-
erating
Partnership (3)........

Net income (loss).......

Net income per share....
Weighted average number
of shares outstanding..
Weighted average number
of shares and OP Units
outstanding............

BALANCE SHEET DATA, AT
PERIOD END:

Real estate, before
accumulated
depreciation...........

Real estate, after
accumulated
depreciation...........

Cash and cash equiva-

Total indebtedness......
Stockholders' or owners'
equity (deficiency)....
OTHER DATA:
EBITDA (4) .. viviinenn.
Funds from Operations
(5) i
Company's Funds from Op-
erations (67.9%
Share) ...
Ratio of earnings to
fixed charges (6)......
Cash flow provided by
operating activities...
Cash flow used in in-
vesting activities.....
Cash flow provided by
(used in) financing
activities.............

THREE MONTHS
ENDED MARCH 31,

YEAR ENDED DECEMBER 31,

HISTORICAL HISTORICAL
PRO FORMA PRO FORMA
1997 1997 1996 1996 1996 1995 1994 1993 1992
(IN THOUSANDS, EXCEPT PER SHARE DATA)
$ 52,345 § 48,402 $52,906 $218,415 $ 195,006 $ 179,265 $ 176,725 $ 182,776 $ 177,370
-- 12,796 11,483 -- 65,678 61,320 58,436 54,788 52,682
1,731 2,257 2,310 7,137 9,249 8,140 8,922 7,997 11,160
54,076 63,455 66,699 225,552 269,933 248,725 244,083 245,561 241,212
14,774 14,005 14,306 61,462 58,195 55,421 53,239 54,766 49,621
-- 10,001 8,835 -- 46,734 44,018 42,753 40,286 38,957
2,756 2,667 2,633 11,110 10,754 10,372 10,123 9,549 9,331
13,488 27,309 26,861 54,418 107,121 106,952 95,331 88,510 90,443
8,885 8,712 8,581 36,334 35,643 33,240 32,509 32,300 34,221
441 539 638 2,098 2,829 2,429 2,545 2,673 2,255
40,344 63,233 61,854 165,422 261,276 252,432 236,500 228,084 224,828
13,732 222 4,845 60,130 8,657 (3,707) 7,583 17,477 16,384
(126) (126) (57) (384) (384) (276) (412) (391) (374)
13,606 96 4,788 59,746 8,273 (3,983) 7,171 17,086 16,010
-- - -- - (994) -- -- -- -
(4,368) - -- (19,178) -- -- -- -- -
$ 9,238 % 96 5 4,788 § 40,568 S 7,279 $  (3,983) $ 7,171 $ 17,086 S 16,010
$ .27 - -— s 1.19 -- -- -- -- -
33,984 - -- 33,984 -- -- -- -- -
50,050 -- -- 50,050 -- -- -- -- -
$1,080,193 $1,048,210 -- -- $1,035,571 $1,012,324 $ 984,853 $ 983,751 $ 982,348
808,116 776,133 -- -- 771, 660 773,810 770,763 789,234 811,815
7,087 2,980 -- -- 8,998 25,867 46,289 50,697 28,841
920,479 900,063 -- - 896,511 922,786 940,155 961,715 971,648
739,226 1,446,645 -- -- 1,442,476 1,401,408 1,413,331 1,426,882 1,417,940
103,303 (575, 694) -- -- (576,632)  (506,653) (502,230) (495,104) (480,398
$ -~ § 36,576 $40,787 S -- $ 153,566 $ 138,321 $ 137,269 $ 140,261 $ 142,627
22,469 § 8,786 § 5,843 $ 88,482 36,318 29,151 39,568 49,240 50,097
15,256 -- -- 60,079 -- -- -- -- --
-- .99 1.17 -- 1.06 0.95 1.07 1.19 1.17
- 8 1,823 $13,751 -- $ 53,804 $ 30,933 $ 47,566 $ 59,834 $ 50,468
-- (12,611) (3,412) -- (23,689) (36,844)  (18,424) (9,437) (48,257
-- 4,770 (6,590) -- (46,984) (14,511)  (33,550)  (28,540) 1,365
1997

(1) Pro forma rental revenue for the three month period ended March 31,

and the year ended December 31,
Company will receive under the lease for the two Hotel Properties.

entering into such lease, the Company will not recognize direct hotel

1996 includes the lease revenue that the
After



revenues and expenses.

The development and management operations of the Company are reflected on a
gross basis in the historical combined financial statements. In connection
with the Formation Transactions, substantially all of the Greater
Washington, D.C. third-party property management business will be
contributed by the Company to the Development and Management Company and
thereafter the operations of the Development and Management Company will be
accounted for by the Company under the equity method in the pro forma
statements; therefore, the pro forma statements include (i) revenues and
expenses on a gross basis, from development and management conducted
directly by the Operating Partnership in the respective income and expense
line items and (ii) the Development and Management Company's net operations
in the fee and other income line item. See "Business and Properties--
Development Consulting and Third-Party Property Management."

Represents the approximate 32.1% interest in the Operating Partnership that
will be owned by Messrs. Zuckerman and Linde and other continuing investors
in the Properties.
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(4)

taxes, depreciation and amortization.

EBITDA means operating income before mortgage and other interest,
The Company believes EBITDA is

income

useful to investors as an indicator of the Company's ability to service

debt or pay cash distributions. EBITDA,

as calculated by the Company,

is

not comparable to EBITDA reported by other REITs that do not define EBITDA
exactly as the Company defines that term. EBITDA should not be considered

as an alternative to operating income or net income
as an indicator of operating performance or as an
alternative to cash flows from operating activities

accordance with GAAP)

accordance with a GAAP)
consolidated income or cash flow statement data

(determined in

(determined in

as an indicator of liquidity and other combined or
(determined in accordance

with GAAP). EBITDA for the respective periods is calculated as follows:
THREE MONTHS
ENDED MARCH 31, YEAR ENDED DECEMBER 31,
HISTORICAL HISTORICAL
1997 1996 1996 1995 1994 1993 1992
EBITDA
Income (loss) before
minority interests and
extraordinary item..... S 222 $ 4,845 $ 8,657 $ (3,707) $ 7,583 $ 17,477 $ 16,384
Add:
Interest expense...... 27,309 26,861 107,121 106,952 95,331 88,510 90,443
Real estate deprecia-
tion and amortiza-
tion....... .. oLl 8,712 8,581 35,643 33,240 32,509 32,300 34,221
Other depreciation and
amortization......... 539 638 2,829 2,429 2,545 2,673 2,255
Less:
Minority combined
partnership's share
of EBITDA......cou... (206) (138) (684) (593) (699) (699) (676
EBITDA. . vt iviiiinennnnn $36,576 $40,787 $153,566 $138,321 $137,269 $140,261 $142,627
(5) The White Paper defines Funds from Operations as net income (loss)
(computed in accordance with GAAP), excluding gains (or losses) from debt

restructuring and sales of property,

plus real estate related depreciation

and amortization and after adjustments for unconsolidated partnerships and
joint ventures. Management believes Funds from Operations is helpful to

investors as a measure of the performance of an equity REIT because,
financing activities and
it provides investors with an understanding of the

with cash flows from operating activities,
investing activities,

along

ability of the Company to incur and service debt and make capital

expenditures.
with standards established by the White Paper,

The Company computes Funds from Operations in accordance
which may differ from the

methodology for calculating Funds from Operations utilized by other equity

REITs, and,
Further,

accordingly,

may not be comparable to such other REITs.
Funds from Operations does not represent amounts available for

management's discretionary use because of needed capital replacement or

expansion, debt service obligations,
uncertainties.

or other commitments and
The Company believes that in order to facilitate a clear

understanding of the combined historical operating results of the

Properties and the Company,

conjunction with the income (loss)

Funds from Operations should be examined in
as presented in the audited combined

financial statements and information included elsewhere in this

Prospectus.
alternative to net income

Funds from Operations should not be considered as an
(determined in accordance with GAAP)

as an

indication of the Company's financial performance or to cash flows from

operating activities
the Company's liquidity,
the Company's cash needs,

THREE MONTHS ENDED
MARCH 31,

PRO FORMA
1997

FUNDS FROM OPERATIONS
Income (loss) before
minority interests and
extraordinary item....
Add:

Real estate
depreciation and
amortization........

Less:

Minority combined
partnership's share
of Funds from
Operations..........

Non-recurring item--
significant lease
termination fee(A).. -- --

$13,732 $ 222 $4,845

8,885 8,712 8,581

(148) (148)

(7,503)

(determined in accordance with GAAP)
nor is it indicative of funds available to fund
including its ability to make distributions.

PRO FORMA

$60,130

as a measure of

YEAR ENDED DECEMBER 31,

1996

$ 8,657 $(3,707) $ 7,583 $17,477

36,334 35,643 33,240 32,509 32,300

(479) (479) (382) (524) (537)

(7,503) (7,503) -- - --

$16,384

34,221

(508)



Funds from Operations.. $22,469 $8,786 $5,843 $88,482 $36,318 $29,151 $39,568 $49,240 $50,097

(A) Funds from Operations reflects the lease termination fee as non-
recurring.

(6) For the purpose of calculating the ratio of earnings to fixed charges,
earnings include net income before extraordinary item plus interest
expense, amortization of interest previously capitalized, and amortization
of financing costs. Fixed charges include all interest costs consisting of
interest expense, interest capitalized, and amortization of financing
costs.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjunction with the "Selected
Financial Information" and the historical and pro forma financial statements
and notes thereto appearing elsewhere in this Prospectus. Such financial
statements and information reflect the historical financial position and
results of operations of the Boston Properties Predecessor Group, prior to the
completion of the Offering and the Formation Transactions. The pro forma
financial position is presented as if the Offering and the Formation
Transactions had occurred on December 31, 1996. The pro forma results of
operations is presented as if the Offering and the Formation Transactions had
occurred on January 1, 1996. See "Structure and Formation of the Company--
Formation Transactions" and the Notes to the pro forma financial statements of
the Company. The combined financial statements of the Boston Properties
Predecessor Group consist of 60 of the Office Properties that were owned as of
that date (including five Office Properties under development during 1996),
nine Industrial Properties, two Hotel Properties and the Garage Property.

RESULTS OF OPERATIONS

COMPARISON OF THE THREE MONTHS ENDED MARCH 31, 1997 TO THE THREE MONTHS ENDED
MARCH 31, 1996.

Rental revenue decreased $4.5 million or 8.5% to $48.4 million from $52.9
million for the three months ended March 31, 1997 compared to the three months
ended March 31, 1996. Rental revenue for the three months ended March 31, 1996
includes a $7.5 million non-recurring lease termination fee received from a
tenant at 599 Lexington Avenue. After giving affect of this $7.5 million fee,
rental revenue increased $3.0 million for the three months ended March 31,
1997.

Hotel revenue increased $1.3 million or 11.4% to $12.8 million from $11.5
million for the three months ended March 31, 1997 compared to the three months
ended March 31, 1996 as a result of increased occupancy and room rates.

Third-party management and development fee income increased $243,000 or
15.5% to $1.8 million from $1.6 million for the three months ended March 31,
1997 compared to the three months ended March 31, 1996, as a result of new
projects commencing in 1996 and increased fees on existing projects.

Interest income and other decreased $296,000 or 40% to $444,000 from
$740,000 for the three months ended March 31, 1997 compared to the three
months ended March 31, 1996, primarily due to a reduction in cash reserves.

Property expenses decreased $301,000 or 2.1% to $14.0 million from $14.3
million for the three months ended March 31, 1997 compared to the three months
ended March 31, 1996, primarily as a result of reductions in real estate
taxes.

Hotel expenses increased $1.2 million or 13.2% to $10.0 million from $8.8
million for the three months ended March 31, 1997 compared to the three months
ended March 31, 1996, primarily as a result of increased occupancy.

General and administrative expense increased $34,000 or 1.3% to $2.7 million
from $2.6 million for the three months ended March 31, 1997 compared to the
three months ended March 31, 1996.

Interest expense increased $448,000 or 1.7% to $27.3 million from $26.9
million for the three months ended March 31, 1997 compared to the three months
ended March 31, 1996, primarily as a result of an increase in total
indebtedness from new loans on Bedford Business Park and Capital Gallery.

Depreciation and amortization increased $32,000 or 0.3% to $9.3 million from
$9.2 million for the three months ended March 31, 1997 compared to the three
months ended March 31, 1996.
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As a result of the foregoing, net income decreased $4.7 million to $96,000
from $4.8 million for the three months ended March 31, 1997 compared to the
three months ended March 31, 1996.

COMPARISON OF YEAR ENDED DECEMBER 31, 1996 TO YEAR ENDED DECEMBER 31, 1995.

Rental revenue increased $15.7 million or 8.8% to $195.0 million from $179.3
million for the year ended December 31, 1996 compared to the year ended
December 31, 1995 primarily as a result of (i) a $7.5 million lease
termination fee received from a tenant at 599 Lexington Avenue for which the
space was immediately released, (ii) an increase of $2.8 million due to the
completion of the redevelopment and leasing of 191 Spring Street and (iii) an
overall increase in occupancy and rental rates.

Hotel revenue increased $4.4 million or 7.1% to $65.7 million from $61.3
million for the year ended December 31, 1996 compared to the year ended
December 31, 1995 primarily as a result of an increase in average daily room
rates of 7.6%.

Third-party management and development fee income increased $1.3 million or
28.7% to $5.7 million from $4.4 million for the year ended December 31, 1996
compared to the year ended December 31, 1995 primarily as a result of new fees
for development services for projects which began during 1996.

Interest and other income decreased $166,000 or 4.5% to $3.5 million from
$3.7 million primarily due to a reduction in interest income resulting from a
reduction in cash reserves.

Property expenses increased $2.8 million or 5.0% to $58.2 million from $55.4
million for the year ended December 31, 1996 compared to the year ended
December 31, 1995 primarily as a result of a $1.1 million increase in utility
costs which is partially due to the increase in occupancy of the properties
during 1996 and an increase of $0.1 million in real estate taxes.

Hotel expenses increased $2.7 million or 6.2% to $46.7 million from $44.0
million for the year ended December 31, 1996 compared to the year ended
December 31, 1995.

General and administrative expense increased $382,000, or 3.7% to $10.8
million from $10.4 million for the year ended December 31, 1996 compared to
the year ended December 31, 1995.

Interest expense increased $169,000 or 0.2% to $107.1 million from $107.0
million for the year ended December 31, 1996 compared to the year ended
December 31, 1995 primarily as the result of an increase in interest expense
of 191 Spring Street resulting from the capitalization of interest during the
redevelopment of that property during 1995, an increase in total indebtedness
from new loans on Bedford Business Park and Capital Gallery, partially offset
by decreases in interest rates on variable rate loans.

Depreciation and amortization expense increased $2.8 million or 7.8% to
$38.5 million from $35.7 million for the year ended December 31, 1996 compared
to the year ended December 31, 1995 as a result of increased tenant
improvement costs incurred during the successful leasing of available space
during 1995 and 1996.

As a result of the foregoing, net income before extraordinary item and
minority interest in combined partnership increased $12.4 million to $8.7
million from a loss of $3.7 million for the year ended December 31, 1996
compared to the year ended December 31, 1995.

COMPARISON OF YEAR ENDED DECEMBER 31, 1995 TO YEAR ENDED DECEMBER 31, 1994.

Rental revenue increased $2.5 million or 1.4% to $179.3 million from $176.7
million for the year ended December 31, 1995 compared to the year ended
December 31, 1994 as a result of increases in occupancy, including an increase
of $2.3 million from releasing at Democracy Center partially offset by a loss
of revenue of $2.7 million from 191 Spring Street which was taken out of
service for eleven months of 1995 while undergoing a complete redevelopment.

Hotel revenue increased $2.9 million or 4.9% to $61.3 million from $58.4
million for the year ended December 31, 1995 compared to the year ended
December 31, 1994 primarily as a result of an increase in the average daily
room rate of 7.7%.
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Third-party management and development fee revenue decreased $1.6 million or
27.0% to $4.4 million from $6.0 million primarily as the result of a decline
in revenue from projects completed in 1994.

Interest and other income increased $864,000 or 30.5% for the year ended
December 31, 1995 compared to the year ended December 31, 1994 primarily as a
result of an increase in interest income from cash investments.

Property expenses increased $2.2 million or 4.1% to $55.4 million from $53.2
million for the year ended December 31, 1995 compared to the year ended
December 31, 1994 primarily as a result of increased utilities and building
cleaning and maintenance costs.

Hotel expenses increased $1.3 million or 3.0% to $44.0 million from $42.8
million for the year ended December 31, 1995 compared to the year ended
December 31, 1994.

General and administrative expense increased $249,000, or 2.5% to $10.4
million from $10.1 million for the year ended December 31, 1995 compared to
the year ended December 31, 1994.

Interest expense increased $11.6 million or 12.2% to $107.0 million from
$95.3 million for the year ended December 31, 1995 compared to the year ended
December 31, 1994 as a result of increases in interest rates on variable rate
mortgage loans partially offset by a reduction in indebtedness resulting from
scheduled payments of mortgage loan principal and the capitalization of
interest of the 191 Spring Street loan during the redevelopment of that
property in 1995.

Depreciation and amortization expense increased $615,000 or 1.8% to $35.7
million from $35.1 million for the year ended December 31, 1995 compared to
the year ended December 31, 1994.

As a result of the foregoing, net income before extraordinary item and
minority interest in combined partnership decreased $11.3 million to a loss of
$3.7 million from $7.6 million of net income for the year ended December 31,
1995 compared to the year ended December 31, 1994.

PRO FORMA OPERATING RESULTS

Three Months Ended March 31, 1997. For the three months ended March 31,
1997, pro forma net income before extraordinary item would have been $9.2
million compared to $96,000 of historical net income for the three months
ended March 31, 1997. The pro forma operating results for the three months
ended March 31, 1997 include a minority interest in Operating Partnership of
$4.4 million for the three months ended March 31, 1997, whereas there was no
minority interest in Operating Partnership for the three months ended March
31, 1996. On a pro forma basis, net income before minority interest for the
three months ended March 31, 1997 would have been $13.6 million compared to
$96,000 of net income before extraordinary items at March 31, 1997. Income
before minority interest in Operating Partnership and extraordinary item
increased by $13.5 million on a pro forma basis for the three months ended
March 31, 1997 primarily due to a reduction of interest expense of $13.8
million.

Rental revenue for pro forma 1996 and pro forma three months ended March 31,
1997 includes lease revenue from the Hotel and Garage Properties whereas the
historical financial statements include revenues and expenses on a gross basis
on the respective line items for the Hotel and Garage properties.

Upon completion of the Offering, certain management fee contracts will be
assigned to the Development and Management Company, which entity, on a pro
forma basis, has been accounted for under the equity method. Revenue and
expenses from these contracts are included on a gross basis in the historical
financial statements in their respective line items.

Year Ended December 31, 1996. For the year ended December 31, 1996, pro
forma net income before minority interest in Operating Partnership and
extraordinary item would have been $59.7 million compared to $8.3 million of
historical net income for the year ended December 31, 1996. The pro forma
operating results for the year ended December 31, 1996 include a minority
interest in Operating Partnership of $19.2 million whereas there was no
minority interest in Operating Partnership in the corresponding historical
period. On a pro forma basis, net income before extraordinary item for the
year ended December 31, 1996 would have been $40.6 million compared to $8.3
million of net income before extraordinary items for the corresponding
historical period. Income before minority interest in Operating Partnership
and extraordinary item increased by $51.4 million on a pro forma basis for the
year ended December 31, 1996 primarily due to a reduction of interest expense
of $52.7 million.
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Pro Forma rental revenue for the three months ended March 31, 1997 and for
the year ended December 31, 1996 includes the lease revenues that the Company
will receive from ZL Hotel LLC under the lease for the two Hotel Properties.
After entering into such lease, the Company will not recognize hotel revenues
and expenses.

The development and management operations of the Company are reflected on a
gross basis in the historical combined financial statements. In connection
with the Formation Transactions, a portion of the Greater Washington, D.C.
third-party property management business will be contributed by the Company to
the Development and Management Company and thereafter the operations of the
Development and Management Company will be accounted for by the Company under
the equity method in the pro forma statements; therefore, the pro forma
statements include (i) revenues and expenses on a gross basis from development
and management conducted directly by the Operating Partnership in the
respective income and expense line items and (ii) the Development and
Management Company's net operations in the fee and other income line item. See
"Business and Properties--Development Consulting and Third-Party Property
Management."

LIQUIDITY AND CAPITAL RESOURCES

Upon completion of the Offering and the Formation Transactions and the
application of the net proceeds therefrom as described in "Use of Proceeds,"
the Company expects to have reduced its total indebtedness from $1.45 billion
to $753.0 million, comprised of $695.3 million of debt secured by Properties
(the "Mortgage Debt") and $57.7 million of debt under the Unsecured Line of
Credit. The $695.3 million Mortgage Debt is comprised of twelve loans secured
by 15 properties, with a weighted average interest rate of 7.6% on the fixed
rate loans which total $690.6 million. There will be a total of $3.5 million
of scheduled loan principal payments due during the year ending December 31,
1997. The Company's debt to market capitalization ratio will be 37.6% (35.5%
if the underwriters' overallotment is exercised in full) of the Company's
total market capitalization.

Mortgage Indebtedness. As of June 1, 1997, the Company expects to have
outstanding approximately $695.3 million of indebtedness secured by each of
the Properties as listed below:

ESTIMATED
INTEREST ANNUAL DEBT MATURITY BALANCE AT
PROPERTIES RATE PRINCIPAL SERVICE DATE MATURITY
(IN THOUSANDS)

599 Lexington Avenue.... 7.00% $225,000 $15,750 July 19, 2005 $225,000 (1
Two Independence

SqUATE. vt it 7.90(2) 122,187 10,767 February 27, 2003 113,844
One Independence

SqUATe. . v vt i 7.90(2) 78,125 7,038 August 21, 2001 73,938
2300 N Street........... 7.00(3) 66,000 4,620 August 3, 2003 66,000
Capital Gallery......... 8.24 60,364 5,767 August 15, 2006 49,555
10 & 20 Burlington Mall

Road(4) .vvvvvinvnnnnn. 8.33 37,000 3,082 October 1, 2001 37,000
Ten Cambridge Center &

North Garage........... 7.57 40,000 3,028 March 29, 2000 40,000
191 Spring Street....... 8.50 23,822 2,271 September 1, 2006 20,428
Bedford Business Park... 8.50 23,313 1,980 December 10, 2008 15,891
Montvale Center......... 8.59 7,953 779 December 1, 2006 6,556
Newport Office Park..... 8.13 6,874 794 July 1, 2001 5,764
Hilltop Business Cen-

ter. ..o LIBOR+1.50% (5) 4,700 538 December 15, 1998 4,400

Total..ove v $695,338 $56,414 $658,376

(1) At maturity the lender has the option to purchase a 33.33% interest in
this Property in exchange for the cancellation of the loan indebtedness.
See "Business and Properties--The Office Properties--Midtown Manhattan
Office Market--Description of Midtown Manhattan Property."

(2) The interest rate increases to 8.5% on March 25, 1998 through the loan
expiration.

(3) Pricing to be set at closing equal to the cost of funds plus 25 basis
points.

(4) Includes outstanding indebtedness secured by 91 Hartwell Avenue and 92 and
100 Hayden Avenue. A portion of this indebtedness is being repaid. See
"Use of Proceeds."

(5) For purposes of calculating debt service, LIBOR as of May 22, 1997 was
5.6875%.
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The Unsecured Line of Credit. The Company has obtained a commitment to
establish the three year, $300 million Unsecured Line of Credit. The Unsecured
Line of Credit will be used to facilitate development and acquisition
activities and for working capital purposes. See "Unsecured Line of Credit."

Analysis of Liquidity and Capital Resources. Upon completion of the Offering
and the Formation Transactions and the use of proceeds therefrom, the Company
will have reduced its total indebtedness by approximately $697 million.

The Company believes the Offering and the Formation Transaction will improve
its financial performance through changes in its capital structure,
principally the substantial reduction in its overall debt and its debt to
equity ratio. The Company anticipates that distributions will be paid from
cash available for distribution, which is expected to exceed cash historically
available for distribution as a result of the reduction in debt service
resulting from the repayment of indebtedness. Through the Formation
Transactions, the Company will repay $707.1 million of its existing mortgage
debt, reducing pro forma 1996 annual interest expense by approximately $52.7
million.

After the Offering, the Company expects to have approximately $242.3 million
available under the Unsecured Line of Credit. The Company anticipates that the
Unsecured Line of Credit will be used primarily to develop and acquire
properties and provide for working capital needs.

The Company expects to meet its short-term liquidity requirements generally
through its initial working capital and net cash provided by operations. The
Company's operating properties and hotels require periodic investments of
capital for tenant-related capital expenditures and for general capital
improvements. For the years ended December 31, 1992 through December 31, 1996,
the Company's recurring tenant improvements and leasing commissions averaged
$7.67 per square foot of leased space per year. The Company expects that the
average annual cost of recurring tenant improvements and leasing commissions
will be $5,996,000 based upon an average annual square feet for which leases
expire during the years ending December 31, 1997 through December 31, 2001 of
781,767 square feet. The Company expects the cost of general capital
improvements to the properties to average $1,642,000 annually based upon an
estimate of $0.20 per square foot. Funding of capital expenditure reserve
accounts of the hotels is expected to be $3,557,000 annually based upon the
actual funding requirements at the hotels for the year ended December 31,
1996.

The Company expects to meet its long-term liquidity requirements for the
funding of property development, property acquisitions and other non-recurring
capital improvements through long-term secured and unsecured indebtedness
(including the Unsecured Line of Credit) and the issuance of additional equity
securities from the Company. The Company also intends to fund property
development, property acquisitions and other non-recurring capital
improvements using the Unsecured Line of Credit on an interim basis.

The Company will have commitments to fund to completion development projects
that are currently in process. Commitments under these arrangements totaled
$37 million as of December 31, 1996. The Company expects to fund these
commitments initially using the Unsecured Line of Credit. In addition, the
Company has options to acquire land that require minimum deposits that the
Company will fund using the Unsecured Line of Credit.

CASH FLOWS

Comparison for the Three Months Ended March 31, 1997 to Three Months Ended
March 31, 1996. Cash and cash equivalents were $3.0 million and $29.6 million
at March 31, 1997 and 1996, respectively. Cash and cash equivalents decreased
$6.0 million during the three months ended March 31, 1997 compared to an
increase of $3.7 million during the three months ended March 31, 1996. The
decrease is due to a $11.4 million decrease in net cash used in financing
activities from $6.6 million used to $4.8 million generated, a $9.2 million
increase in net cash used in investing activities from $3.4 million to $12.6
million and a decrease in cash flows provided by operating activities of $11.9
million from $13.8 million to $1.8 million. The decrease in net cash used in
financing activities of $11.4 million is attributable to a decrease in net
distributions to owners of $3.9 million and an increase of $7.5 million in
mortgage note proceeds net of financing costs and loan principal payments. The
increase in net cash used in investing activities of $9.2 million is
attributable to an increase in the acquisition of tenant improvements, leasing
costs and new development costs. The decrease in cash provided by operating
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activities of $12.0 million is due to a decrease in net income of $4.7 million
and increases from accounts receivable, cash escrows and prepaid expenses.

Comparison for the Year Ended December 31, 1996 to Year Ended December 31,
1995. Cash and cash equivalents were $9.0 million and $25.9 million at
December 31, 1996 and 1995, respectively. Cash and cash equivalents decreased
$16.9 million during 1996 compared to a decrease of $20.4 million during 1995.
The decrease is due to a $32.5 million increase in net cash used in financing
activities from $14.5 million to $47.0 million, offset by a $13.2 million
decrease in net cash used in investing activities from $36.8 million to $23.7
million and an increase in cash flows provided by operating activities of
$22.9 million from $30.9 million to $53.8 million. The increase in net cash
used in financing activities of $32.5 million is attributable to net
distributions to owners of $71.9 million offset by an increase of $39.4
million in loan proceeds net of financing costs, escrows, and loan principal
payments. The decrease in net cash used in investing activities of $13.2
million is attributable to the acquisition of the two Sugarland properties for
$7.5 million offset by a draw of restricted cash of $9.2 million and a net
decrease in additions to tenant improvements, leasing and development costs.
The increase in cash provided by operating activities of $22.9 million is due
to an increase in net income of $11.3 million and increases from accounts
receivable, escrows and prepaid expenses.

Comparison for the Year Ended December 31, 1995 to Year Ended December 31,
1994. Cash and cash equivalents were $25.9 million and $46.3 million at
December 31, 1995 and 1994 respectively. Cash and cash equivalents decreased
$20.4 million during 1995 compared to a decrease of $4.4 million during 1994.
The decrease is due to an increase in cash used in investing activities of
$18.4 million from $18.4 million to $36.8 million, a decrease in cash provided
by operating activities of $16.6 million from $47.6 million to $30.9 million
offset by a decrease in net cash used in financing activities of $19.0 million
from $33.5 million to $14.5 million. The increase in cash used in investing
activities of $18.4 million is due to an increase in tenant improvements,
building improvements and leasing costs of $16.6 million and the acquisition
of 164 Lexington Road of $1.8 million. The decrease in net cash used in
financing activities of $19.0 million is attributable to a $13.9 million
decrease in net distributions to owners and a $5.2 million decrease in loans
payable and financing costs.

FUNDS FROM OPERATIONS

The White Paper defines Funds from Operations as net income (loss) (computed
in accordance with GAAP), excluding gains (or losses) from debt restructuring
and sales of property, plus real estate related depreciation and amortization
and after adjustments for unconsolidated partnerships and joint ventures.
Management believes Funds from Operations is helpful to investors as a measure
of the performance of an equity REIT because, along with cash flows from
operating activities, financing activities and investing activities; it
provides investors with an understanding of the ability of the Company to
incur and service debt and make capital expenditures. The Company computes
Funds from Operations in accordance with standards established by the White
Paper, which may differ from the methodology for calculating Funds from
Operations utilized by other equity REITs, and, accordingly, may not be
comparable to such other REITs. Further, Funds from Operations does not
represent amounts available for management's discretionary use because of
needed capital replacement or expansion, debt service obligations, or other
commitments and uncertainties. Funds from Operations should not be considered
as an alternative to net income (determined in accordance with GAAP) as an
indication of the Company's financial performance or to cash flows from
operating activities (determined in accordance with GAAP) as a measure of the
Company's liquidity, nor is it indicative of funds available to fund the
Company's cash needs, including its ability to make distributions. The Company
believes that in order to facilitate a clear understanding of the combined
historical operating results of the Boston Properties Predecessor Group and
the Company, Funds from Operations should be examined in conjunction with net
income as presented in the combined financial statements and information
included elsewhere in this Prospectus.

INFLATION

Substantially all of the office leases provide for separate real estate tax
and operating expense escalations over a base amount. In addition, many of the
leases provide for fixed base rent increases or indexed increases. The Company
believes that inflationary increases may be at least partially offset by the
contractual rent increases described above.
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BUSINESS AND PROPERTIES
GENERAL

The Company's Properties consist of 63 Office Properties (including seven
Development Properties), nine Industrial Properties, the two Hotel Properties
and the Garage Property. The total square footage of the Properties 1is
approximately 11.0 million square feet, comprised of (i) 36 Class A Office
Buildings (including three Development Properties) totaling approximately 6.2
million net rentable square feet, with approximately 1.3 million square feet
of structured parking for 4,222 vehicles, (ii) 27 R&D Properties (including
four Development Properties) totaling approximately 1.6 million net rentable
square feet, (iii) nine Industrial Properties totaling approximately 925,000
net rentable square feet, (iv) two Hotel Properties, with 833 rooms, totaling
approximately 750,000 square feet, and (v) the Garage Property, with 1,170
parking spaces, consisting of approximately 330,000 square feet.
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SUMMARY PROPERTY DATA

Set forth below is a summary of information regarding the Properties,
including the seven Development Properties. Properties marked with an asterisk
will secure indebtedness of the Company upon completion of the Offering.

NET PERCENT
YEAR (S) NO. RENTABLE LEASED
PERCENT BUILT/ OF SQUARE AS OF
PROPERTY NAME LOCATION OWNERSHIP RENOVATED (1) BLDGS. FEET 12/31/96
OFFICE PROPERTIES:
Class A Office Buildings:
+*599 Lexington Avenue (4)......cuoveuvennenn.. New York, NY 100.0% 1986 1 1,000,070 97%
+*Two Independence Square (5) (6)......ccovenn.. SW Washington, DC 100.0 1992 1 579,600 100
Democracy Center. ... ..t Bethesda, MD 100.0 1985-88/94-96 3 680,000 96
*One Independence Square (5).......c.cvevunnn. SW Washington, DC 100.0 1991 1 337,794 100
*Capital Gallery. ... it i i it nnenn SW Washington, DC 100.0 1981 1 396,255 93
#2300 N Street ..ttt ii i NW Washington, DC 100.0 1986 1 276,906 88
US International Trade Commission
Building (5) (7) e v i v ittt ittt iiiie e SW Washington, DC 100.0 1987 1 243,998 100
One Cambridge Center.......c.ouoiiiuenennnnnn Cambridge, MA 100.0 1987 1 215,385 100
*Ten Cambridge Center............ccciiiiiunnn. Cambridge, MA 100.0 1990 1 152,664 100
*191 Spring Street.....uee ittt Lexington, MA 100.0 1971/95 1 162,700 100
*Newport Office Park (8).......c.cciiiiininnnn. Quincy, MA 100.0 1988 1 168,829 95
*10 & 20 Burlington Mall Road...........cuou.on. Burlington, MA 100.0 1984-86/95-96 2 152,552 100
Lexington Office Park.......c.ovuiiiinnennn Lexington, MA 100.0 1982 2 168,500 92
Waltham Office Center..........coviiinienn.. Waltham, MA 100.0 1968-70/87-88 3 129,658 100
Three Cambridge Center..........ovuiiuiiuienennn Cambridge, MA 100.0 1987 1 107,484 100
*Montvale Center (9) ... iininnnnenn Gaithersburg, MD 75.0 1987 1 122,157 100
170 TracCer LAl . i e uieteneeeneeeneeeeeennns Waltham, MA 100.0 1980 1 73,258 100
195 West Street. .. ittt ennnn Waltham, MA 100.0 1990 1 63,500 100
*Bedford Business Park..........couiiuuiunnnnn Bedford, MA 100.0 1980 1 90,000 100
91 Hartwell AVeNUE. . ... .uueeeneenneeneeennnn Lexington, MA 100.0 1985/96 1 122,135 51
33 Hayden AVENUE. ...ttt ittt enenenenennns Lexington, MA 100.0 1979 1 79,564 100
Eleven Cambridge Center...........c.viuiiu... Cambridge, MA 100.0 1984 1 79,616 100
100 Hayden AVENUE. ... evu vt eneneeannennas Lexington, MA 100.0 1985 1 55,924 100
8 Arlington Street (10).......c.ciuiiieinina.. Boston, MA 100.0 1860/1920/89 1 30,526 100
32 Hartwell AVENUE. ... v et eeteneeenenenennn Lexington, MA 100.0 1968-79/87 1 69,154 100
204 Second AVE NUE. .« .t v i eneeenneeenenennnnn Waltham, MA 100.0 1981/93 1 40,974 100
92 Hayden AVENUE. .t vt ettt tneneneeannennas Lexington, MA 100.0 1968/84 1 30,980 100
SUBTOTAL/WEIGHTED AVERAGE FOR CLASS A OFFICE BUILDINGS (11)..iuiuuuenenenennnn 33 5,630,183 96%

R&D Properties:

*Bedford Business ParkK........eeeeeiennnnnnnn Bedford, MA 100.0% 1962-78/96 2 383,704 100%
7601 Boston Boulevard, Building
Eight (5) (12) cii ittt it e e Springfield, VA 100.0 1986 1 103,750 100
Fourteen Cambridge Center.............c..c.... Cambridge, MA 100.0 1983 1 67,362 100
*Hilltop Business Center (13)................ So. San Francisco, CA 35.7 early 1970's 9 144,479 90
7600 Boston Boulevard, Building Nine........ Springfield, VA 100.0 1987 1 69,832 100
7500 Boston Boulevard, Building Six(5)...... Springfield, VA 100.0 1985 1 79,971 100
8000 Grainger Court, Building Five.......... Springfield, VA 100.0 1984 1 90,465 100
7435 Boston Boulevard, Building One......... Springfield, VA 100.0 1982 1 105,414 67
7451 Boston Boulevard, Building Two......... Springfield, VA 100.0 1982 1 47,001 100
164 Lexington Road........ciiiiiiiinnnnnnnn. Billerica, MA 100.0 1982 1 64,140 100
7374 Boston Boulevard, Building Four (5).... Springfield, VA 100.0 1984 1 57,321 100
8000 Corporate Court, Building Eleven....... Springfield, VA 100.0 1989 1 52,539 100
7375 Boston Boulevard, Building Ten (5)..... Springfield, VA 100.0 1988 1 26,865 100
17 Hartwell AVENUE. ..ttt et teeeeennnnnnas Lexington, MA 100.0 1968 1 30,000 100
SUBTOTAL/WEIGHTED AVERAGE FOR R&D PROPERTIES.......evveeeneennnn 23 1,322,843 96%
INDUSTRIAL PROPERTIES:
38 Cabot Boulevard (14) .....ueeeeeeeennnnnn Langhorne, PA 100.0% 1972/84 1 161,000 100%
6201 Columbia Park Road,Building Two........ Landover, MD 100.0 1986 1 99,885 87
2000 South Club Drive, Building Three....... Landover, MD 100.0 1988 1 83,608 100
40-46 Harvard Street........ciiiiiiiinnnnnn. Westwood, MA 100.0 1967/96 1 169,273 90
25-33 Dartmouth Street.............iiiiinn.. Westwood, MA 100.0 1966/96 1 78,045 87
1950 Stanford Court, Building One........... Landover, MD 100.0 1986 1 53,250 100
2391 West WIinton AVENUE. .. .. .vueeeeenenennn. Hayward, CA 100.0 1974 1 221,000 27(15)
560 Forbes Boulevard (13).......0ciiiiniunnn. So. San Francisco, CA 35.7 early 1970's 1 40,000 100
430 Rozzil Place (13) cuiiiinne et eeeeeenennnnn So. San Francisco, CA 35.7 early 1970's 1 20,000 100
SUBTOTAL/WEIGHTED AVERAGE FOR INDUSTRIAL PROPERTIES............ 9 926,061 78%(15)
DEVELOPMENT PROPERTIES:
Class A Office Buildings:
BDM International Buildings (16)............ Reston, VA 25.0% 1999 2 440,000 -
201 Spring Street (17) ... iuininiiniiininnnnn. Lexington, MA 100.0 1997 1 102,000 -=
R&D Properties:
7700 Boston Boulevard, Building Twelve (18). Springfield, VA 100.0 1997 1 80,514 -
7501 Boston Boulevard, Building Seven (19).. Springfield, VA 100.0 1997 1 75,756 -
Sugarland Building Two (20) .........cccvunnn. Herndon, VA 100.0 1986/97 1 59,585 -=
Sugarland Building One (20) ........cicien... Herndon, VA 100.0 1985/97 1 52,533 -—
SUBTOTAL/WEIGHTED AVERAGE FOR DEVELOPMENT PROPERTIES........... 7 810,388
TOTAL/WEIGHTED AVERAGE FOR OFFICE, INDUSTRIAL AND DEVELOPMENT
PROPE R T IE S . ittt ittt ettt ettt ettt eeeeeennnnnnneeeeeeeeennns 72 8,689,475 94%(21)

ESCALATED PER RENT PER



RENT PERCENT OF LEASED LEASED
AS OF ESCALATED SQUARE SQUARE
12/31/96(2) RENT FOOT (2) FOOT (3)
PROPERTY NAME e e e — e ————
OFFICE PROPERTIES:
Class A Office Buildings:
+*599 Lexington Avenue (4).......cuoviuvennenn.. $ 51,470,410 26.8% $52.90 $47.13
+*Two Independence Square (5) (6)....ovvueen... 21,185,671 11.0 36.55 36.80
Democracy Center. ... ..ttt 15,047,361 7.8 23.03 21.22
*One Independence Square (5).......cccvevunnn. 12,650,434 6.6 37.45 34.34
*Capital Gallery. . i e ii i inninn i ennenn 12,229,487 6.4 33.15 31.11
*2300 N Street ...ttt 11,712,087 6.1 48.04 46.82
US International Trade Commission
Building (5) (7) cevi it i i 6,673,165 3.5 27.35 24.79
One Cambridge Center.........ouoiiieeiiennnnnn 6,015,824 3.1 27.93 25.57
*Ten Cambridge Center.............ciiiiiunnn. 4,251,071 2.2 27.85 23.11
*191 Spring Street......viiiii it 3,986,701 2.1 24.50 22.26
*Newport Office Park (8).......cciiiiiininnnn. 3,192,026 1.7 19.86 19.86
*10 & 20 Burlington Mall Road...........uonv.on. 3,131,736 1.6 20.53 18.45
Lexington Office Park........ovuiiiiinnennn 2,995,506 1.6 19.33 16.97
Waltham Office Center..........coviiinienn.. 2,575,521 1.3 19.86 18.54
Three Cambridge Center..........ovuiiuivienennn 2,406,808 1.3 22.39 20.45
*Montvale Center (9) ... nnnnn 2,195,966 1.1 17.98 18.68
170 TracCer LAl . i e uieteneeeneeeneeeneennns 1,681,073 0.9 22.95 19.08
195 West Street...iui ittt ennnn 1,564,296 0.8 24.63 20.36
*Bedford Business Park.........oueeeeeneennnns 1,513,011 0.8 16.81 15.78
91 Hartwell AVENUE. .. ..eeeeeeeeeeeennnnnnnns 1,318,024 0.7 21.24 19.71
33 Hayden AVENUE. ...ttt ittt enenenenennns 1,128,814 0.6 14.19 13.47
Eleven Cambridge Center...........cciievin... 1,118,563 0.6 14.05 11.90
100 Hayden AVENUE. . ...ttt enenenenaenennns 1,098,034 0.6 19.63 18.91
8 Arlington Street (10).......cuiviuiiinnenn.. 1,080,172 0.6 35.39 34.94
32 Hartwell AVeNUE. ....v.uiiii e eneennnnn 1,002,211 0.5 14.49 12.00
204 SeCONA AVENUE . ¢ v vttt vttt eeeeeeeeeeeeennn 812,518 0.4 19.83 19.14
92 Hayden AVENUE. . v vt et et tneneeeeaenennns 632,109 0.3 20.40 19.79
SUBTOTAL/WEIGHTED AVERAGE FOR CLASS A OFFICE BUILDINGS (11)........ $174,668,599 90.9% $32.15 $29.70
R&D Properties:
*Bedford BuSiness ParK........eeeeeeeeeennnn. $ 3,265,991 1.7% $ 8.51 $ 9.18
7601 Boston Boulevard, Building
Eight (5) (12) cii ittt i e 1,437,971 0.7 13.86 13.85
Fourteen Cambridge Center................... 1,315,519 0.7 19.53 18.47
*Hilltop Business Center (13)................ 1,030,288 0.5 7.95 8.93
7600 Boston Boulevard, Building Nine........ 878,600 0.5 12.58 10.20
7500 Boston Boulevard, Building Six(5)...... 800,464 0.4 10.01 9.98
8000 Grainger Court, Building Five.......... 759,790 0.4 8.40 7.58
7435 Boston Boulevard, Building One......... 753,100 0.4 10.60 8.07
7451 Boston Boulevard, Building Two......... 644,646 0.3 13.72 8.14
164 Lexington Road........iiiiiiiiinnnnnnen. 598,478 0.3 9.33 7.97
7374 Boston Boulevard, Building Four (5).... 595,823 0.3 10.39 10.14
8000 Corporate Court, Building Eleven....... 395,053 0.2 7.52 7.59
7375 Boston Boulevard, Building Ten (5)..... 342,999 0.2 12.77 7.82
17 Hartwell AVENUE. ..ttt eeeeeennnnnnas 198,000 0.1 6.60 6.60
SUBTOTAL/WEIGHTED AVERAGE FOR R&D PROPERTIES.......evveeeneennnn $ 13,016,722 6.8% $10.22 $ 9.75
INDUSTRIAL PROPERTIES:
38 Cabot Boulevard (14)........ciiuiiiniennnnn S 865,613 0.5% $ 5.38 $ 5.38
6201 Columbia Park Road,Building Two........ 694,935 0.4 8.03 6.39
2000 South Club Drive, Building Three....... 685,338 0.4 8.20 7.06
40-46 Harvard Street........ciiiiiiiinnnnnn. 677,818 0.4 4.46 4.87
25-33 Dartmouth Street.............. ... ..., 658, 645 0.3 9.75 7.89
1950 Stanford Court, Building One........... 354,274 0.2 6.65 6.93
2391 West Winton AVENUE. ......vueeeneennnnnn 234,000 0.1 3.90 2.81
560 Forbes Boulevard (13)........0viuiiunnn. 238,000 0.1 5.95 5.37
430 Rozzi Place (13) ... iuiiiiinninninnennnns 114,949 0.1 5.75 5.47
SUBTOTAL/WEIGHTED AVERAGE FOR INDUSTRIAL PROPERTIES............ $ 4,523,572 2.4% $ 6.25 $ 5.27
DEVELOPMENT PROPERTIES:
Class A Office Buildings:
BDM International Buildings (16)............ -= - -= -
201 Spring Street (17) ... iuiuiiiiiiininnnnn. - - - -
R&D Properties:
7700 Boston Boulevard, Building Twelve (18). -= -= -= -=
7501 Boston Boulevard, Building Seven (19). - - - -
Sugarland Building Two (20) .........cccvunnn. - - - -
Sugarland Building One (20)........cccviuon.. -= - -= -
SUBTOTAL/WEIGHTED AVERAGE FOR DEVELOPMENT PROPERTIES...........
TOTAL/WEIGHTED AVERAGE FOR OFFICE, INDUSTRIAL AND DEVELOPMENT
PROPE R T IE S s & vttt ettt it ittt tt ittt it ie et $192,208,893 100.0% $25.87(21) $23.91(21)
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NUMBER NUMBER
PERCENT YEAR OF OF SQUARE

LOCATION OWNERSHIP BUILT BUILDINGS ROOMS FOOTAGE
HOTEL PROPER-
TIES:
Long Wharf
Marriott........ Boston, MA 100.0% 1982 1 402 420,000
Cambridge Center
Marriott........ Cambridge, MA 100.0 1986 1 431 330,400
TOTAL/WEIGHTED AVERAGE FOR HOTEL PROPERTIES.... 2 833 750,400

NUMBER NUMBER
PERCENT YEAR OF OF SQUARE

LOCATION OWNERSHIP BUILT BUILDINGS SPACES FOOTAGE
GARAGE PROPERTY:
Cambridge Center
North Garage.... Cambridge, MA 100.0% 1990 1 1,170 332,442
STRUCTURED
PARKING INCLUDED
IN CLASS A
OFFICE
BUILDINGS....... 4,222 1,260,530
TOTAL FOR GARAGE
PROPERTY AND
STRUCTURED
PARKING......... 5,392 1,592,972
TOTAL FOR ALL
PROPERTIES...... 75 11,032,847

+ This Property accounted for more than 10% of
for the year ended December 31, 1996.
this Property,
Properties--The Office Properties."

* Upon completion of the Offering, the Company
approximately $695.3 million of indebtedness
See "Management's Discussion and Analysis of
Results of Operations--Liquidity and Capital

the Predecessor's revenue

For additional information about
see the description of the Property under "Business and

expects to have outstanding

secured by these Properties.

Financial Condition and
Resources."

These dates do not include years in which tenant improvements were made
to the Properties, except with respect to 25-33 Dartmouth Street and 40-
46 Harvard Street, whose interiors were completely rebuilt to satisfy
tenant needs in 1996.

Escalated Rent represents the annualized monthly Base Rent in effect
(after giving effect to any contractual increases in monthly Base Rent
that have occurred up to December 31, 1996) plus annualized monthly
tenant pass-throughs of operating and other expenses (but excluding
electricity costs paid by tenants) under each lease executed as of
December 31, 1996, or, if such monthly rent has been reduced by a rent
concession, the monthly rent that would have been in effect at such date
in the absence of such concession.

Annual Net Effective Rent Per Leased Square Foot represents the Base Rent
for the month of December 1996, plus tenant pass-throughs of operating
and other expenses (but excluding electricity costs paid by tenants),
under each lease executed as of December 31, 1996, presented on a
straight-line basis in accordance with GAAP, minus amortization of tenant
improvement costs and leasing commissions, if any, paid or payable by the
Company during such period, annualized.

The Company's New York offices are located in this building, where it
occupies 12,896 square feet. Upon completion of the Offering, the Company
expects to have outstanding approximately $225 million of indebtedness
secured by this Property.

The Property is leased on the basis of net usable square feet (which have
been converted to net rentable square feet for purposes of this table)
due to the requirements of the General Services Administration.

Upon completion of the Offering, the Company expects to have outstanding
approximately $122.2 million of indebtedness secured by this Property.
The Company's Washington, D.C. offices are located in this building, also
known as 500 E Street, where it occupies 15,612 square feet.

The Company has signed a purchase and sale agreement with respect to this
Property and anticipates closing simultaneously with the completion of
the Offering. There can be no assurance that the Company will acquire
this Property. See "Business and Properties--The Office Properties."

The Company owns a 75.0% general partner interest in the limited
partnership that owns this property. Because of the priority of the
Company's partnership interest, the Company expects to receive any
partnership distributions that are made with respect to this Property.
The Property, which is used exclusively as the Company's headquarters,
was constructed in two phases, circa 1860 and circa 1920.

(11) The Class A Office Buildings contain 4,222 structured parking spaces.

12) The General Services Administration, the tenant of this Property, has an
option to purchase this Property on September 30, 1999 for $14.0 million
and on September 30, 2014 for $22.0 million.

The Company owns a 35.7% controlling general partnership interest in this

YEAR ENDED 12/31/96

AVERAGE REVENUE PER AVERAGE

DAILY AVAILABLE DAILY

AVERAGE  RATE ROOM RATE

OCCUPANCY (ADR) (REVPAR) (22) (ADR)
86.0%  $201.18  $173.01 $192.95
82.1 150.52 123.58 136.04
84.0% $174.97 $147.44 $163.50

YEAR ENDED 12/31/95

REVENUE PER
AVAILABLE
ROOM
(REVPAR) (22)

$164.97




(14)

(15)

(16)

(17)

(18)

(20)
(21)

(22)

Property.

The original building (100,000 net rentable square feet ) was built in
1972, with an expansion building (61,000 net rentable square feet)
completed in 1984.

The Company's Industrial Property in Hayward, California was 27.0% leased
at December 31, 1996. The Company has entered into a lease with respect
to the remaining space. Excluding this Property, the Industrial
Properties had an occupancy rate of 94.0% at December 31, 1996.

The Company is acting as development manager of these Properties and will
be the 25.0% member of a limited liability company that will own the
Properties. The Company's economic interest increases above 25.0% if
certain performance criteria are achieved. The Properties are expected to
be completed in 1999 and are 70.0% pre-leased to BDM International.

The Property, which is currently under development by the Company, is
expected to be completed in late 1997 and is 100% pre-leased to Media One
of Delaware, Inc., formerly known as Continental Cablevision, Inc.

The Property, which is currently under development by the Company, is
expected to be completed in late 1997 and is 100% pre-leased to
Autometric, Inc.

The Property, which is currently under development by the Company, is
expected to be completed in late 1997 and is 100% pre-leased to the
General Services Administration (for the United States Customs Service).
The Property, which was acquired by the Company on November 25, 1996, is
currently being redeveloped by the Company.

Does not include the Development Properties.

REVPAR is determined by dividing room revenue by available rooms for the
applicable period. Management believes that REVPAR (as defined more fully
in the Glossary) is an industry standard measure used to present hotel
operating data.
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DEVELOPMENT PARCELS

At the completion of the Offering, the Company will own, have under
contract, or have an option to develop or acquire six parcels consisting of an
aggregate of 47.4 acres of land. The Company believes that this land, some of
which needs zoning or other regulatory approvals prior to development, will be
able to support an aggregate of approximately 1.0 million square feet of
development. The following chart provides additional information with respect
to undeveloped parcels:

NO. OF DEVELOPABLE
LOCATION SUBMARKET PARCELS ACREAGE SQUARE FEET (1)
Springfield, VA Fairfax County, VA 3 9.4 130,000
Lexington, MA Route 128 NW 1 6.8 50,000
Cambridge, MA East Cambridge, MA 1 4.2 539,000
Andover, MA Route 495 N 1 27.0 290,000
Total 6 47.4 1,009,000

(1) Represents the total square feet of development that the parcel(s) will
support.
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LOCATION OF PROPERTIES

The following chart shows the geographic location of the Company's Office
and Industrial Properties, including the Development Properties, by net
rentable square feet and 1996 Escalated Rent:

MARKET/SUBMARKET

GREATER BOSTON
East Cambridge...
Route 128 NW
Bedford, MA.....
Billerica, MA...
Burlington, MA..
Lexington, MA

Route 128/MA
Turnpike

Waltham, MA.....
Route 128 SW
Westwood, MA....
Route 128 South
Quincy, MA......
Boston...........

Subtotal.........
GREATER
WASHINGTON, D.C.
SW Washington,
D.C.(3) ...
West End
Washington,
D.C. ...
Montgomery
County, MD
Bethesda, MD....
Gaithersburg, MD

Fairfax County,
VA
Herndon, VA

Reston, VA (6)..
Springfield, VA
(3)(7) eeeeiins
Prince George's
County, MD
Landover, MD....

Subtotal.........
MIDTOWN MANHATTAN
Park Avenue......
GREATER SAN
FRANCISCO
Hayward, CA.....
San Francisco,
CA (8) . ivvnenn.

Number of Office
and Industrial
Properties.......

MARKET/SUBMARKET

GREATER BOSTON
East Cambridge...
Route 128 NW
Bedford, MA.....
Billerica, MA...
Burlington, MA..
Lexington, MA

Route 128/MA
Turnpike

Waltham, MA.....
Route 128 SW

NET RENTABLE SQUARE FEET OF OFFICE AND INDUSTRIAL PROPERTIES

NUMBER CLASS A PERCENT
oF OFFICE R&D INDUSTRIAL OF
PROPERTIES BUILDINGS PROPERTIES PROPERTIES TOTAL TOTAL
5 555,149 67,362 - 622,511 7.2%
3 90,000 383,704 - 473,704 5.5
1 - 64,140 - 64,140 0.7
2 152,552 - - 152,552 1.8
10 790,957 30,000 - 820,957 9.5
6 307,390 - - 307,390 3.5
2 - - 247,318 247,318 2.9
1 168,829 - - 168,829 1.9
1 30,526 - - 30,526 0.4
31 2,095,403 545,206 247,318 2,887,927 33.2
4 1,557,647 - - 1,557,647 17.9
1 276,906 - - 276,906 3.2
3 680,000 - - 680,000 7.8
1 122,157 - - 122,157 1.4
2 - 112,118 - 112,118 1.3
2 440,000 - - 440,000 5.1
11 -— 789,428 - 789,428 9.1
3 - - 236,743 236,743 2.7
27 3,076,710 901, 546 236,743 4,214,999 48.5
1 1,000,070 - - 1,000,070 11.5
1 -— - 221,000 221,000 2.5
11 - 144,479 60,000 204,479 2.4
12 - 144,479 281,000 425,479 4.9
1 - - 161,000 161,000 1.9
72 6,172,183 1,591,231 926,061 8,689,475 100.00%
71.0% 18.3% 10.7% 100.0%
36 27 9 72

1996 ESCALATED RENT OF OFFICE AND INDUSTRIAL PROPERTIES

(1)

CLASS A PERCENT
OFFICE R&D INDUSTRIAL OF
BUILDINGS PROPERTIES PROPERTIES TOTAL TOTAL
$ 13,792,266 $ 1,315,519 3 -- $ 15,107,785 7.9%

1,513,011 3,265,991 - 4,779,002 2.5

- 598,478 -- 598,478 0.3
3,131,736 - -- 3,131,736 1.6
12,161,399 198,000 -- 12,359,399 6.5
6,633,408 -= -- 6,633,408 3.5



Westwood, MA.... - -= 1,336,463 1,336,463 0.7
Route 128 South

Quincy, MA...... 3,192,026 -= -- 3,192,026
Boston........... 1,080,172 -= -= 1,080,172
Subtotal......... 41,504,018 5,377,988 1,336,463 48,218,469 25.1
GREATER
WASHINGTON, D.C.
SW Washington,
D.C.(3) v, 52,738,757 -= -- 52,738,757 27.4
West End
Washington,
D.Ci viviiiinnnn 11,712,087 - -- 11,712,087 6.1
Montgomery
County, MD

Bethesda, MD.... 15,047,361 -= -- 15,047,361 7.8
Gaithersburg, MD

[ 2,195,966 -= -- 2,195,966 1.1
Fairfax County,
VA

Herndon, VA

Reston, VA (6).. —— - —_— —— _—
Springfield, VA

(3)(7) eevieen. -- 6,608,446 - 6,608,446 3.4
Prince George's
County, MD

Landover, MD.... -= - 1,734,547 1,734,547 0.9
Subtotal......... 81,694,171 6,608,446 1,734,547 90,037,164 46.8
MIDTOWN MANHATTAN
Park Avenue...... 51,470,410 -= - 51,470,410 26.8
GREATER SAN
FRANCISCO

Hayward, CA..... - - 234,000 234,000 0.1

San Francisco,

CA (8)viviineen. - 1,030,288 352,949 1,383,237 0.7
Subtotal......... - 1,030,288 586,949 1,617,237 0.8
BUCKS COUNTY,

20 - - 865,613 865,613 0.5
Total...oveuveun.. $174,668,599 $13,016,722 $4,523,572 $192,208,893 100.0%

Total...vovnvvnn.. 90.9% 6.8% 2.4% 100.0%
Number of Office

and Industrial

Properties....... 36 27 9 72

(1) Escalated Rent represents the annualized monthly Base Rent in effect
(after giving effect to any contractual increases in monthly Base Rent
that have occurred up to December 31, 1996) plus annualized monthly tenant
pass-throughs of operating and other expenses (but excluding electricity
costs paid by tenants) under each lease executed as of December 31, 1996,
or, if such monthly rent has been reduced by a rent concession, the
monthly rent that would have been in effect at such date in the absence of
such concession.

(2) Does not include 1996 Escalated Rent for one Class A Office Building
currently under development by the Company.

(3) Certain of such Properties are leased on the basis of net usable square
feet (which has been converted to net rentable square feet for purposes of
this table) due to the requirements of the General Services
Administration.

(4) The Company will own a 75.0% general partner interest in the limited
partnership that will own this property. Because of the priority of the
Company's partnership interest, the Company expects to receive any
partnership distributions that are made with respect to this Property.

(5) Includes net rentable square feet for two R&D Properties currently under
redevelopment by the Company.

(6) Includes net rentable square feet for two Class A Office Buildings
currently under development by the Company. The Company is acting as
development manager of, and will be a 25.0% member of, the limited
liability company that will own the Properties. The Company's economic
interest may increase above 25.0% depending upon the achievement of
certain performance goals.

(7) Does not include 1996 Escalated Rent for two Office Properties currently
under development by the Company.

(8) The Company will own a 35.7% controlling general partnership interest in
the nine R&D Properties and two Industrial Properties located in Greater
San Francisco, California.
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The following table sets forth the 1996 Escalated Rent Per Leased Square
Foot and Annual Net Effective Rent Per Leased Square Foot of the Properties by
location and type of property.

1996 ESCALATED RENT
PER LEASED SQUARE FOOT (1)

PER LEASED SQUARE FOOT (2)

1996 ANNUAL NET EFFECTIVE RENT

NUMBER CLASS A
OF OFFICE R&D INDUSTRIAL

MARKET/SUBMARKET PROPERTIES BUILDINGS PROPERTIES PROPERTIES TOTAL

GREATER BOSTON

East Cambridge.......... 5 $24.84 $19.53 $ - $24.27
Route 128 NW

Bedford, MA............ 3 16.81 8.51 -- 10.09
Billerica, MA.......... 1 - 9.33 -— 9.33
Burlington, MA......... 2 20.53 - - 20.53
Lexington, MA(3)....... 10 19.76 6.60 -= 19.15
Route 128/MA Turnpike

Waltham, MA............ 6 21.58 -- -= 21.58
Route 128 SW

Westwood, MA........... 2 -= -- 6.09 6.09
Route 128 South

Quincy, MA........oc... 1 19.86 -= -- 19.86
Boston.......... ... 1 35.39 - -- 35.39
Subtotal..........ovoun. 31 21.71 9.86 6.09 18.02
GREATER WASHINGTON, D.C.

SW Washington, D.C. (4).. 4 34.50 - - 34.50
West End Washington,

DeCh vttt i i e 1 48.04 -- -= 48.04
Montgomery County, MD

Bethesda, MD........... 3 23.03 -- - 23.03
Gaithersburg, MD(5).... 1 17.98 -= -- 17.98
Prince George's County,
MD

Landover, MD........... 3 - —— 7.77 7.77
Fairfax County, VA

Herndon, VA(6) ......... 2 - - - -
Reston, VA(7)...ceeuenun. 2 -= -= -= -=
Springfield, VA(4) (8).. 11 - 11.04 - 11.04
Subtotal.......coouvenn. 27 32.06 11.04 7.77 26.72
MIDTOWN MANHATTAN

Park Avenue............. 1 52.90 - -- 52.90
GREATER SAN FRANCISCO

Hayward, CA............ 1 -= - 3.90 3.90
San Francisco, CA(9)... 11 -= 7.95 5.88 7.29
Subtotal................ 12 - 7.95 4.89 6.48
BUCKS COUNTY, PA........ 1 -= -= 5.38 5.38
Total.. e i ineinennnn 72 $32.15 $10.22 $6.25 $25.87

$21.94

15.78

CLASS A
OFFICE R&D
BUILDINGS PROPERTIES PROPERTIES TOTAL

$18.47 S --

9.18 -

7.97 -=

18.45 -- -
17.95 6.60 --
19.12 -- -=
-- 5.80

19.86 -- --
34.94 -- -
10.04 5.80

32.97 - --
46.82 -- -
21.22 -- -=
18.68 -- -
-- 5.28

9.65 -=

30.57 9.65 5.28
47.13 -- -=
-- 2.81

8.93 5.40

8.93 4.11

-- 5.38

$ 9.75 $5.27

INDUSTRIAL

$21.57
10.43
7.97
18.45
17.42

19.12

46.82

21.22
18.68

(1) Escalated Rent Per Leased Square Foot represents the annualized monthly
Base Rent in effect (after giving effect to any contractual increases in
monthly Base Rent that have occurred up to December 31, 1996) plus
annualized monthly tenant pass-throughs of operating and other expenses
(but excluding electricity costs paid by tenants) under each lease
executed as of December 31, 1996, or, if such monthly rent has been
reduced by a rent concession, the monthly rent that would have been in
effect at such date in the absence of such concession, presented on a per
leased square foot basis.

(2) As used throughout this Prospectus, Annual Net Effective Rent Per Leased
Square Foot represents the Base Rent for the month of December 1996, plus
annualized monthly tenant pass-throughs of operating and other expenses
(but excluding electricity costs paid by tenants) under each lease
executed as of December 31, 1996, presented on a straight-line basis in
accordance with GAAP, minus amortization of tenant improvement costs and
leasing commissions, if any, paid or payable by the Company during such
period, annualized.

(3) Does not include rents for one Development Property.

(4) Certain of such Properties are leased on the basis of net usable square
feet (which has been converted to net rentable square feet for purposes of
this table) due to the requirements of General Services Administration.

(5) The Company will own a 75.0% general partner interest in the limited
partnership that will own this Property. Because of the priority of the
Company's partnership interest, the Company expects to receive any
partnership distributions that are made with respect to this Property.

(6) Does not include rents for two R&D Properties currently under
redevelopment by the Company.

(7) Does not include 1996 Escalated Rent for two Class A Office Buildings
currently under development by the Company. The Company is acting as
development manager of, and will be the 25.0% member of, the limited
liability company that will own the Properties. The Company's economic
interest may increase above 25.0% depending upon the achievement of
certain performance goals.

(8) Does not include rents for two Office Properties currently under
development by the Company.

(9) The Company will own a 35.7% controlling general partnership interest in
the nine R&D Properties and two Industrial Properties located in Greater
San Francisco, California.
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TENANTS
TENANT DIVERSIFICATION

The Properties currently are leased to over 367 tenants that are engaged in
a variety of businesses, including financial services, investment banking,
publishing, computer technology, health care services, accounting and law.
following table sets forth information regarding the leases with respect to
the 25 largest tenants at the Properties, based on the amount of square
footage leased by such tenants as of December 31, 1996:

The

REMAINING
LEASE TERM
IN
TENANT PROPERTY MONTHS
General Services
Administration: (1)
National Aeronautics
and Space
Administration(2)..... Two Independence Square 187

U.S. International The U.S. International Trade
Trade Commission Building
Commission(3) (4)...... 8

U.S. Customs 7601 Boston Boulevard, Building Eight
Service(5) ....... ... .. 213
U.S. Department of 7500 Boston Boulevard, Building Six
State(6) ...l 38
U.S. Department of 7374 Boston Boulevard, Building Four
State(7) v, 45
U.S. Customs 7375 Boston Boulevard, Building Ten
Service(8) ............ 8
Total GSA Square
Footage.............
Shearman & Sterling..... 599 Lexington Avenue 128
Office of the
Comptroller of the
Currency (9) ..o One Independence Square 113
ComputerVision.......... Bedford Business Park 37-100
Lockheed Martin Democracy Center,
Corporation(10) ........ 8000 Grainger Court, Building Five,
7435 Boston Boulevard, Building One,
7451 Boston Boulevard, Building Two,
7375 Boston Boulevard, Building Ten,
and Capital Gallery 21-66
Camp Dresser & McKee, One and Ten Cambridge Center
INC. v ittt i i i e 39
Shaw, Pittman, Potts & 2300 N Street
Trowbridge............. 117
The Stride Rite 191 Spring Street
Corporation............ 115
J.I. Case Company....... 38 Cabot Boulevard 18
Medisense, InC. ........ Bedford Business Park 114
Jones, Day, Reavis & 599 Lexington Avenue
POJUE. ¢ttt v i iieien e 62-113
Output Technologies, 40-46 Harvard Street
INC. vttt it i i ieieannn 79
Mercer Management 33 Hayden Avenue and 2300 N Street
Consulting, Inc. (11)... 59-62
Harvard Pilgrim Health 100 Hayden Avenue and 170 Tracer Lane
Care, INC. vuvuiiuiennnnn 38-47
Citibank, N.A. ......... 599 Lexington Avenue 72
American PCS, L.P. ..... Democracy Center 116

State Street Bank Newport Office Center

Realty, InC......covu.. 71
The National Gallery of 2000 South Club Drive, Building Three

2N 22
Open Software Eleven Cambridge Center

Foundation............. 24
Commercial Union Newport Office Center

Insurance Companies ... 55
Logica North America, 32 Hartwell Avenue

0 T 58
Biogen, Inc. ........... Fourteen Cambridge Center 74
Harte-Hanks Data 164 Lexington Road

Technologies, Inc. .... 69
US Enrichment Democracy Center

Corporation............ 23
PAREXEL International 195 West Street

Corporation............ 56

(1) All General Services Administration ("GSA") leases are full faith and
credit obligations of the United States Government. The GSA accounted for
approximately 15.6% of total Escalated Rent of Office and Industrial

Properties for 1996.

(2) Lease with the GSA for a net usable square footage amount of 488,374.

(3) Lease with the GSA for a net usable square footage amount of 198,388.

(4) The Company is currently negotiating a ten-year lease extension with the
tenant.

(5) Lease with the GSA for a net usable square footage amount of 99,155.

(6) Lease with the GSA for a net usable square footage amount of 77,142.

(7) Lease with the GSA for a net usable square footage amount of 47,629.

PERCENTAGE
TOTAL NET OF AGGREGATE
RENTABLE LEASED

SQUARE FEET SQUARE FEET

569,337 7.7%
217,772 2.9
103,750 1.4
79,971 1.1
57,321 0.8
11,398 0.2
1,039,549 14.0
355,849 4.8
331,518 4.5
273,704 3.7
267,355 3.7
214,725 2.9
204,154 2.7
162,700 2.2
161,000 2.2
150,000 2.0
144,289 1.9
128,105 1.7
119,215 1.6
115,448 1.6
114,350 1.5
108,591 1.5
85,366 1.1
83,608 1.1
79,616 1.1
70,878 1.0
69,154 0.9
67,362 0.9
64,140 0.9
63,666 0.9
63,500 0.9



(8)
(9)
(10)

(11)

Lease with the GSA for a net usable square footage amount of 9,911.
Lease measured in net usable square footage of 293,736.

LMC Properties, Inc., a subsidiary of Lockheed Martin Corporation, leases
179,059 of the 267,355 square feet shown. Lockheed Martin Corporation
guarantees such leases.

As of December 31, 1996, Mercer Management Consulting, Inc. had 26 months
remaining under its lease at 33 Hayden Avenue. On April 2, 1997, Mercer
Management Consulting, Inc. signed a 36 month extension to such lease.
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LEASE DISTRIBUTION

The following table sets forth information relating to the distribution of
the Company's leases based on square feet, as of December 31, 1996:

SQUARE FEET
UNDER LEASE

2,500 or leSS..uueeennn.
2,501-5,000.. .00
5,001-7,500.....00cunn.
7,501-10,000....c.0cun.n.
10,001-20,000. ... .00
20,001-40,000. ...
40,001 +..vviiiininn.

PERCENTAGE
PERCENTAGE OF AGGREGATE
NUMBER PERCENT OF AGGREGATE ANNUAL ANNUAL
OF OF ALL TOTAL LEASED LEASED ESCALATED ESCALATED
LEASES LEASES SQUARE FEET SQUARE FEET RENT RENT
142 34.7% 204,857 2.8% S 4,116,394 2.1%
80 19.6 289,494 3.9 6,730,057 3.5
39 9.5 240,386 3.2 5,527,156 2.9
23 5.6 191,504 2.6 4,902,928 2.6
43 10.5 600,200 8.1 14,260,801 7.4
36 8.8 1,008,203 13.6 22,019,658 11.5
46 11.2 4,895,807 65.9 134,651,899 70.1
409 100.0% 7,430,451 100.0% $192,208,893 100.0%
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LEASE EXPIRATIONS OF OFFICE AND INDUSTRIAL PROPERTIES

The following table sets forth a schedule of lease expirations for leases in
place as of December 31, 1996, for each of the ten years beginning with 1997,

for the Office and Industrial Properties,
type and submarket,

December 31, 1996,

OFFICE PROPERTIES
(MARKET/SUBMARKET)

CLASS A OFFICE
BUILDINGS

GREATER BOSTON
(1)

East Cambridge
Square footage
of expiring

Percentage of
total rentable
sq. ft.o.... ..

Annual escalated

rent (2)........
No. of tenants
whose leases ex-

Annualized esca-
lated rent per
leased sq.
ft. ool
Annualized esca-
lated rent per
leased sqgq. ft.
w/future step-
ups (3) ...
Company Quoted
Rental Rate per
sq. ft. (4).....
Route 128 NW
Square footage
of expiring

Percentage of
total rentable
sq. ft.o.....oo...

Annual escalated

rent (2)........
No. of tenants
whose leases ex-

Annualized esca-
lated rent per
leased sq.
ft. oo
Annualized esca-
lated rent per
leased sqg. ft.
w/future step-
ups (3) ...
Company Quoted
Rental Rate per
sq. ft. (4).....
Route 128/Massa-
chusetts Turnpike
Square footage
of expiring
leases. ...
Percentage of
total rentable
sq. ft. ...

Annual escalated

rent (2)........
No. of tenants
whose leases ex-

Annualized esca-
lated rent per
leased sq.
ft. ool
Annualized esca-
lated rent per
leased sqg. ft.
w/future step-
ups (3) ...
Company Quoted
Rental Rate per
sq. ft. (4).....
Route 128 South
Square footage
of expiring
leases..........

on an aggregate basis by property

assuming that none of the tenants exercise renewal options
and excluding an aggregate of 448,636 square feet of unleased space. As of
the average lease term for the portfolio was 5.8 years.

66,561

11.99%

$1,709,941

10

$ 25.69
$ 25.69
$ 27.92
107,302
11.52%
$2,064,829
26

$ 19.24
$ 20.59
$ 27.73
43,402
14.12%

$ 883,936
9

$ 20.37
$ 20.37
$ 26.48

4,500

106,387

19.16

$1,658,720

$

$

$

$

$

$

15.59

15.59

31,569

3.39

618,056

10

19.58

19.71

27,883

515,460

18.49

18.50

<
S

o
S

63,691

11.47%

$1,508,874

$

$

10

23.69

24.04

114,624

12.31%

$1,827,219

$

$

15.94

17.49

53,830

17.51%

$1,048,487

$

$

19.48

19.53

217,684

39.21%

$6,691,092

$

$

30.74

30.83

100,517

10.79%

$1,958,038

$

$

19.48

21.09

85,215

27.72%

$1,875,565

$

$

22.01

22.06

$

$

$

2,912

84,064

28.87

28.87

208,810

22.42%

$3,925,467

$

$

16

18.80

19.73

90,674

29.5%

$2,181,934

$

$

24.06

25.95

70,878

$

$

$

$

$

$

$

$

$

4,227

0

0.00

42,380

4.55

912,825

21.54

21.98

128,026

20.05

22.19

85,366

3
©

$

$

$

$

$

$

$

25,644

577,244

22.

29.

0.

0.

0.

51

53

00

00

$

$

$

.00

0

.00

.00

90,000

$1,513,011

1
$ 16.81
$ 18.22
0

0.00

$ 0
0

$ 0.00
$ 0.00
0



Percentage of
total rentable

sq. ft. ... 2.67% 0.00% 0.00% 0.00% 41.98% 50.56% 0.00% 0.00%
Annual escalated
rent (2)........ $ 18,000 $ 0 s 0 s 0 $1,599,766 $1,574,260 $ 0o s 0 s

No. of tenants
whose leases ex-

Annualized esca-

lated rent per

leased sq.

ft. oo $ 4.00 S 0.00 $ 0.00 $ 0.00 $ 22.57 $ 18.44 $ 0.00 $ 0.00 $
Annualized esca-

lated rent per

leased sqgq. ft.

w/future step-

ups (3) c.eeeenn. $ 4.00 $ 0.00 $ 0.00 $ 0.00 $ 22.57 $ 20.69 S 0.00 $ 0.00 $
Company Quoted

Rental Rate per

sq. ft. (4)..... $ 22.00
GREATER WASHING-
TON, D.C.

Southwest Wash-

ington, D.C.

Square footage

of expiring

leases. ... 288,199 48,855 40,204 87,733 51,848 1,892 41,678 52,838
Percentage of

total rentable

sq. ft. ..., 18.50% 3.20% 2.58% 5.63% 3.33% 0.12% 2.68% 3.39%
Annual escalated
rent (2)........ $7,998,349 $1,410,423 $1,362,607 $3,087,920 $1,727,079 $ 70,084 $1,379,243 $1,914,405 $

No. of tenants

whose leases ex-

pire............ 17 5 5 10 8 3 1 1
Annualized esca-

lated rent per

leased sq.

ft., oo $ 27.75 $ 28.29 $ 33.89 $ 35.20 $ 33.31 $ 37.04 $ 33.09 $ 36.23  $
Annualized esca-

lated rent per

leased sq. ft.

w/future step-

ups (3) c.eeeenn. $ 27.76 S 28.31 $ 33.89 $ 35.33 § 34.33 $ 40.66 S 33.09 $ 44.94 $
Company Quoted

Rental Rate per

sq. ft. (4)..... $ 34.64
CLASS A OFFICE 2007 &
BUILDINGS 2006 BEYOND

GREATER BOSTON
(1)
East Cambridge
Square footage
of expiring
leases....oee... 21,519 46,524
Percentage of
total rentable

sq. fto..o..ooo.. 3.88% 8.38%
Annual escalated
rent (2)........ $ 587,469 S 974,862

No. of tenants
whose leases ex-

Annualized esca-

lated rent per

leased sq.

ft. oo $ 27.30 $ 20.95
Annualized esca-

lated rent per

leased sqgq. ft.

w/future step-

ups (3) e eeennn.. $ 31.80 s 20.95
Company Quoted

Rental Rate per

sqg. ft. (4).....
Route 128 NW

Square footage

of expiring

leases.....o.... 162,700 0
Percentage of

total rentable

sq. ft.o.o.o.ooo.. 17.47% 0.00%
Annual escalated
rent (2)........ $ 3,986,701 $ 0

No. of tenants
whose leases ex-

Annualized esca-

lated rent per

leased sq.

ft. oot $ 24.50 $ 0.00
Annualized esca-

lated rent per

leased sqgq. ft.

w/future step-

ups (3) e $ 29.14 $ 0.00
Company Quoted



Rental Rate per
sq. ft. (4).....
Route 128/Massa-
chusetts Turnpike
Square footage
of expiring
leases..........
Percentage of
total rentable
sq. ft. ...
Annual escalated
rent (2)........
No. of tenants
whose leases ex-

Annualized esca-
lated rent per
leased sq.
ft. oo
Annualized esca-
lated rent per
leased sqgq. ft.
w/future step-
ups (3) ...
Company Quoted
Rental Rate per
sqg. ft. (4).....
Route 128 South
Square footage
of expiring
leases.......u..
Percentage of
total rentable
sq. ft. ...
Annual escalated
rent (2)........
No. of tenants
whose leases ex-

Annualized esca-
lated rent per
leased sq.

ft., oo,
Annualized esca-
lated rent per
leased sqgq. ft.
w/future step-
ups (3) ...
Company Quoted
Rental Rate per

sq. ft. (4).....
GREATER WASHING-
TON, D.C.

Southwest Wash-
ington, D.C.
Square footage
of expiring
leases..........
Percentage of
total rentable
sq. ft. ...
Annual escalated
rent (2)........
No. of tenants
whose leases ex-

Annualized esca-
lated rent per
leased sq.

ft. oo
Annualized esca-
lated rent per
leased sqgq. ft.
w/future step-
ups (3) ..o
Company Quoted
Rental Rate per
sqg. ft. (4).....

331,518

21.28%

$12,639,392

$

$

38.13

39.22

582,905

37.42%

$21,149,255

$

$

36.28

38.58
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West End Washing-
ton, D.C.
Square footage
of expiring
leases......c.... 0 0 0 0 39,651 0 0 0
Percentage of
total rentable

sq. ft. ... 0.00% 0.00% 0.00% 0.00% 14.32% 00.00% 0.00% 0.00
Annual escalated
rent (2)........ $ 0o s 0 s 0 s 0 $ 1,149,879 $ 0 s 0o s 0

No. of tenants
whose leases ex-

Annualized esca-

lated rent per

leased sq.

ft. ool $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 29.00 $ 0.00 $ 0.00 $ 0.00
Annualized esca-

lated rent per

leased sqgq. ft.

w/future step-

ups (2) ceeeeenn. $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 30.83 § 0.00 $ 0.00 $ 0.00
Company Quoted

Rental Rate per

sq. ft. (4)..... $ 32.00
Montgomery Coun-—

ty, MD

Square footage

of expiring

leases. ... 82,726 97,171 89,447 108,193 68,231 136,129 0 0
Percentage of

total rentable

sq. ft. ..., 10.31% 12.11% 11.15% 13.49% 8.51% 16.97% 0.00% 0.00
Annual escalated
rent (2)........ $ 1,677,012 $2,203,972 $1,942,011 $ 2,550,478 $ 1,659,885 $ 3,005,059 S 0o s 0

No. of tenants

whose leases ex-

pire............ 15 8 11 13 7 3 0 0
Annualized esca-

lated rent per

leased sq.

ft., oo, $ 20.27 $ 22.68 $ 21.71 $ 23.57 $ 24.33 $ 22.08 $ 0.00 $ 0.00
Annualized esca-

lated rent per

leased sqgq. ft.

w/future step-

ups (3) ceeeonn. $ 20.27 $ 23.15 $ 22.52 $ 24.80 $ 25.02 $ 24.87 $ 0.00 $ 0.00
Company Quoted

Rental Rate per

sq. ft. (4)..... $ 24.01
MIDTOWN MANHATTAN
(5)

Park Avenue

Square footage

of expiring

leases. ... 35,971 33,725 350 19,118 0 385,656 21,365 10,237
Percentage of

total rentable

sq. ft. ... 3.60% 3.37% 0.03% 1.91% 0.00% 38.56% 2.14% 1.02
Annual escalated
rent (2)........ $ 1,775,579 $2,071,531 $ 33,529 $ 1,001,175 $ 0 $20,697,975 $1,628,705 $ 483,457

No. of tenants
whose leases ex-

Annualized esca-

lated rent per

leased sq.

ft. oo $ 49.36 $ 61.42 $ 95.80 $ 52.37 $ 0.00 $ 53.67 $ 76.23 S 47.23
Annualized esca-

lated rent per

leased sqgq. ft.

w/future step-

ups (3) c.eeeenn. $ 49.36 $ 61.42 $ 107.39 $ 52.37 § 0.00 $ 58.23 $ 84.03 $ 49.64
Company Quoted

Rental Rate per

sq. ft. (4)..... $ 44.50
TOTAL CLASS A OF-

FICE BUILDINGS

Square footage

of expiring

leases. ... 628,661 346,590 362,146 618,460 533,004 662,035 88,687 63,075
Percentage of

total rentable

sq. ft. ... 11.17% 6.16% 6.43% 10.98% 9.47% 11.76% 1.58% 1.12
Annual escalated
rent (2)........ $16,127,596 $8,478,162 $7,722,727 $17,164,268 $12,328,074 $26,388,229 $3,585,192 $2,397,862

No. of tenants

whose leases ex-

pire............ 81 37 43 42 37 24 7 4
Annualized esca-

lated rent per

leased sq.



ft. oo $ 25.65 § 24.46 S 21.32  $ 27.75 § 23.13 § 39.86 $ 40.43 § 38.02
Annualized esca-
lated rent per
leased sqgq. ft.
w/future step-
ups (3) ... $ 25.89 $ 24.61 S 22.10 $ 28.29 $ 24.14 $ 43.44 $ 44.33 $ 45.70
Company Quoted
Rental Rate per
sq. ft. (4)..... $ 31.93
2007 &
2005 2006 BEYOND

West End Washing-
ton, D.C.
Square footage
of expiring
leases. ... 0 204,154 0
Percentage of
total rentable

sq. ft. ... 0.00% 73.73% 0.00%
Annual escalated
rent (2)........ $ 0 $10,562,208 $ 0

No. of tenants
whose leases ex-

Annualized esca-

lated rent per

leased sq.

o $ 0.00 $ 51.74 $ 0.00
Annualized esca-

lated rent per

leased sqg. ft.

w/future step-

ups (2) e $ 0.00 $ 54.13 $ 0.00
Company Quoted

Rental Rate per

sq. ft. (4).....
Montgomery Coun-—

ty, MD

Square footage

of expiring

leases....ouvn. 36,081 152,978 4,664
Percentage of

total rentable

sq. ft. ... 4.50% 19.07% 0.58%
Annual escalated
rent (2)........ $ 807,300 $ 3,337,430 $ 60,180

No. of tenants
whose leases ex-

Annualized esca-

lated rent per

leased sq.

i $ 22.37 S 21.82 S 12.90
Annualized esca-

lated rent per

leased sqgq. ft.

w/future step-

ups (3) ... $ 26.98 S 22.99 § 12.90
Company Quoted

Rental Rate per

sq. ft. (4).....
MIDTOWN MANHATTAN
(5)

Park Avenue

Square footage

of expiring

leases....ovuin.. 8,890 18,297 439,399
Percentage of

total rentable

sq. ft. ... 0.89% 1.83% 43.94%
Annual escalated
rent (2)........ $ 518,978 $ 842,635 $21,870,197

No. of tenants
whose leases ex-

Annualized esca-

lated rent per

leased sq.

ft. ool $ 58.38 $ 46.05 $ 49.77
Annualized esca-

lated rent per

leased sqg. ft.

w/future step-

ups (3) c.eeean. $ 60.51 $ 46.97 $ 51.80
Company Quoted

Rental Rate per

sq. ft. (4).....
TOTAL CLASS A OF-

FICE BUILDINGS

Square footage

of expiring

leases. ..o 134,971 891,166 1,073,492
Percentage of

total rentable

sq. ft. ..., 2.40% 15.83% 19.07%
Annual escalated
rent (2)........ $2,839,289 $31,955,835 $44,054,494

No. of tenants



whose leases ex-

Annualized esca-

lated rent per

leased sq.

I $ 21.04 S 35.86 $ 41.04
Annualized esca-

lated rent per

leased sqgq. ft.

w/future step-

ups (3) c.eeean. $ 26.39 $ 37.99 § 43.11
Company Quoted

Rental Rate per

sq. ft. (4).....

R&D PROPERTIES

GREATER BOSTON
East Cambridge

Square footage

of expiring

leases. ..., 0 0 0 0 0 0 67,362
Percentage of

total rentable

sq. ft. ... 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 100.00%
Annual escalated
rent (2)........ $ 0o s 0 s 0 s 0o s 0 s 0 $1,315,519 $

No. of tenants
whose leases ex-

Annualized esca-

lated rent per

leased sq.

ft. oo $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 S 0.00 $ 19.53 §
Annualized esca-

lated rent per

leased sqgq. ft.

w/future step-

ups (3) ceeeean. $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 25.86 $
Company Quoted

Rental Rate per

sq. ft. (4)..... $ 25.00
GREATER BOSTON
East Cambridge

Square footage

of expiring

leases....ovuin. 0 0 0

Percentage of

total rentable

sq. ft. ... 0.00% 0.00% 0.00%
Annual escalated
rent (2)........ S 0o $ 0o $ 0

No. of tenants
whose leases ex-

Annualized esca-

lated rent per

leased sq.

ft. oo $ 0.00 S 0.00 $ 0.00
Annualized esca-

lated rent per

leased sqgq. ft.

w/future step-

ups (3) c.eeenn. $ 0.00 $ 0.00 $ 0.00
Company Quoted

Rental Rate per

sq. ft. (4).....

65



Route 128 NW
Square footage
of expiring
leases
Percentage of
total rentable
sq. ft.
Annual escalated
rent (2)
No. of tenants
whose leases ex-

Annualized esca-
lated rent per
leased sq.
ft.
Annualized esca-
lated rent per
leased sqgq. ft.
w/future step-
ups (3)
Company Quoted
Rental Rate per
sgq. ft. (4)
GREATER WASHING-
TON, D.C.
Fairfax County,
VA
Square footage
of expiring

Percentage of
total rentable
sgq. ft.
Annual escalated
rent (2)
No. of tenants
whose leases ex-

Annualized
lated rent
leased sq.
Annualized
lated rent
leased sq.
w/future step-
ups (3)
Company Quoted
Rental Rate per
sq. ft. (4)
GREATER SAN FRAN-
CISCO
Square footage
of expiring
leases
Percentage of
total rentable
sq. ft.
Annual escalated
rent (2)
No. of tenants
whose leases ex-

Annualized
lated rent
leased sq.
Annualized
lated rent
leased sq.
w/future step-
ups (3)
Company Quoted
Rental Rate per
sq. ft. (4)
TOTAL R&D PROPER-
TIES
Square footage
of expiring
leases
Percentage of
total rentable
sq. ft.
Annual escalated
rent (2)
No. of tenants
whose leases ex-

Annualized
lated rent
leased sq.
Annualized
lated rent

1997 1998
30,000 0
6.28% 0.00%
$ 198,000 $ 0
1 0
$ 6.60 $ 0.00
$ 6.60 $ 0.00
$ 8.93
44,433 165,863
7.02% 26.20%
$ 576,004 $1,425,064
3 9
$ 12.96 S 8.59
$ 12.96 S 8.79
$ 12.04
46,050 23,950
31.87% 16.58%
$ 377,260 $ 193,740
30 11
$ 8.19 $ 8.09
$ 8.26 $ 8.29
$ 7.80
120,483 189,813
9.11% 14.35%

$1,151,264 $1,618,804

34 20

.56 $ 8.53

$

$

$

$

$

50,000

10.46%

322,209

.44

47,001

.42

644,646

13.

14.

72

47

25,150

o
S

17.41%

184,896

11

.35

122,151

9.

23

$1,151,751

13

.43

o

©

133,000

27.83%

$1,108,275

190,361

30.07%

$1,905,052

$

$

$

10.01

10.09

19,519

13.51%

160,032

342,880

25.92%

$3,173,359

13

9.26

2001
0.
$
S 0
$ 0
41,7
6.
$571,2
$ 13.
S 14.
7,0
4,
$ 53,2
$ 7
$ 8
48,7
3.
$624,4
s 12.

0

00

0

93

60

48

67

73

00

84

20

93

69

68

80

o

°

o
S

o
S

o

o

64,140
13.42%
$598,478
1

$  9.33
$  9.33
0

0.00%

$ 0
0

$ 0.00
$ 0.00
6,000
4.15%

$ 46,980
2

$  7.83
$  8.28
70,140
5.30%
$645,458
3

$  9.20

$

$

50,704

10.61%

456,219

0.

.00

0

0

.00

00

2,000

14,160

.08

120,066

9.

08

$1,785,898

$

14.

87

o

S

2004
0

0.00

$ 0
0

$ 0.00
$ 0.00
5,600
0.88
$48,461
1

$ 8.65
$ 10.12
0

0.00

$ 0
0

$ 0.00
$ 0.00
5,600
0.42
$48,461
1

$ 8.65

o

S

2005

$0.

$0.

$

$0.

$0.

$0.

$0.

0.

$

$0.

0

0

00

00

00

00

00

00

0

00

0

00

o

o

150,000

31.39%

$1,379,288

$

$

$

$

$

$

9.20

9.20

0.00

0.00

0.00

150,000

11.34%

$1,379,288

$

9.20



leased sqgq. ft.
w/future step-
ups (3) ...
Company Quoted
Rental Rate per
sq. ft. (4).....

Route 128 NW
Square footage
of expiring

Percentage of
total rentable
sq. ft.
Annual escalated
rent (2)........
No. of tenants

whose leases ex-

Annualized esca-
lated rent per
leased sq.

ft. ool
Annualized esca-
lated rent per
leased sqg. ft.
w/future step-
ups (3) ...
Company Quoted
Rental Rate per

sq. ft. (4).....
GREATER WASHING-
TON, D.C.

Fairfax 