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BOSTON PROPERTIES, INC.

(Exact name of Registrant as specified in its charter)

Delaware 04-2473675
(State or other jurisdiction (LR.S. Employer
of incorporation or organization) Identification Number)

Prudential Center, 800 Boylston Street, Suite 1900

Boston, Massachusetts 02199-8103
(Address of principal executive offices) (Zip Code)

Registrant s telephone number, including area code: (617) 236-3300

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of exchange on which registered
Common Stock, par value $.01 per share New York Stock Exchange

Preferred Stock Purchase Rights

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes x No ~

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes ©~ No x

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

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

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form
10-K or any amendment to this Form 10-K. ~
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See definitions of large accelerated filer,  accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act. (Check
one):

Large accelerated filer x Accelerated filer ~ Non-accelerated filer ~ Smaller reporting company

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes ™ No x

As of June 30, 2013, the aggregate market value of the 151,108,041 shares of common stock held by non-affiliates of the Registrant was
$15,937,365,185 based upon the last reported sale price of $105.47 per share on the New York Stock Exchange on June 28, 2013. (For this
computation, the Registrant has excluded the market value of all shares of Common Stock reported as beneficially owned by executive officers
and directors of the Registrant; such exclusion shall not be deemed to constitute an admission that any such person is an affiliate of the
Registrant.)

As of February 21, 2014, there were 153,006,302 shares of Common Stock outstanding.

Certain information contained in the Registrant s Proxy Statement relating to its Annual Meeting of Stockholders to be held May 20, 2014 is
incorporated by reference in Items 10, 11, 12, 13 and 14 of Part III. The Registrant intends to file such Proxy Statement with the Securities and
Exchange Commission not later than 120 days after the end of its fiscal year ended December 31, 2013.
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PART I

Item 1. Business

General

As used herein, the terms we, us, our andthe Company refer to Boston Properties, Inc., a Delaware corporation organized in 1997, individually
or together with its subsidiaries, including Boston Properties Limited Partnership, a Delaware limited partnership, and our predecessors. We are

a fully integrated, self-administered and self-managed real estate investment trust, or REIT, and one of the largest owners and developers of

office properties in the United States.

Our properties have been concentrated in five markets Boston, New York, Princeton, San Francisco and Washington, DC. Beginning in fiscal
2014, Princeton will be reflected as the suburban component of the New York region. We conduct substantially all of our business through our
subsidiary, Boston Properties Limited Partnership. At December 31, 2013, we owned or had interests in 175 properties, totaling approximately
44 .4 million net rentable square feet, including nine properties under construction totaling approximately 2.9 million net rentable square feet. In
addition, we had structured parking for approximately 45,234 vehicles containing approximately 15.4 million square feet. Our properties
consisted of:

167 office properties, including 128 Class A office properties (including eight properties under construction) and 39 Office/Technical
properties;

one hotel;

four retail properties; and

three residential properties (one of which is under construction).

We own or control undeveloped land totaling approximately 503.6 acres, which could support approximately 12.4 million square feet of
additional development.

We consider Class A office properties to be centrally-located buildings that are professionally managed and maintained, attract high-quality
tenants and command upper-tier rental rates, and that are modern structures or have been modernized to compete with newer buildings. We

consider Office/Technical properties to be properties that support office, research and development, laboratory and other technical uses. Our
definitions of Class A office and Office/Technical properties may be different than those used by other companies.

We are a full-service real estate company, with substantial in-house expertise and resources in acquisitions, development, financing, capital
markets, construction management, property management, marketing, leasing, accounting, tax and legal services. As of December 31, 2013, we
had approximately 760 employees. Our thirty-four senior officers have an average of twenty-nine years experience in the real estate industry,
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including an average of nineteen years of experience with us. Our principal executive office and Boston regional office are located at The
Prudential Center, 800 Boylston Street, Suite 1900, Boston, Massachusetts 02199 and our telephone number is (617) 236-3300. In addition, we
have regional offices at 599 Lexington Avenue, New York, New York 10022; Four Embarcadero Center, San Francisco, California 94111; and
2200 Pennsylvania Avenue NW, Washington, DC 20037.

Our Web site is located at http://www.bostonproperties.com. On our Web site, you can obtain a free copy of our annual report on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports filed or furnished pursuant to Section 13(a) or
15(d) of the Securities Exchange Act of 1934, as amended, as soon as reasonably practicable after we electronically file such material with, or
furnish it to, the Securities and Exchange Commission, or the SEC. You may also obtain our reports by accessing the EDGAR database at the
SEC s website at http://www.sec.gov, or we will furnish an electronic or paper copy of these reports free of charge upon written request to:
Investor Relations, Boston Properties, Inc., The Prudential Center,
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800 Boylston Street, Suite 1900, Boston, Massachusetts 02199. The name Boston Properties and our logo (consisting of a stylized b ) are
registered service marks of Boston Properties Limited Partnership.

Boston Properties Limited Partnership

Boston Properties Limited Partnership, or BPLP or our Operating Partnership, is a Delaware limited partnership, and the entity through which
we conduct substantially all of our business and own, either directly or through subsidiaries, substantially all of our assets. We are the sole
general partner and, as of February 21, 2014, the owner of approximately 89.5% of the economic interests in BPLP. Economic interest was
calculated as the number of common partnership units of BPLP owned by the Company as a percentage of the sum of (1) the actual aggregate
number of outstanding common partnership units of BPLP, (2) the number of common partnership units issuable upon conversion of outstanding
preferred partnership units of BPLP and (3) the number of common units issuable upon conversion of all outstanding long term incentive plan
units of BPLP, or LTIP Units, other than LTIP Units issued in the form of Outperformance Awards ( OPP Awards ) and Multi-Year Long-Term
Incentive Plan Awards ( MYLTIP Awards ), assuming all conditions have been met for the conversion of the LTIP Units. Refer to Note 20 to the
Consolidated Financial Statements. An LTIP Unit is generally the economic equivalent of a share of our restricted common stock, although
LTIP Units issued in the form of OPP Awards or MYLTIP Awards are only entitled to receive one-tenth (1/10%) of the regular quarterly
distributions (and no special distributions) prior to being earned. Our general and limited partnership interests in BPLP entitle us to share in cash
distributions from, and in the profits and losses of, BPLP in proportion to our percentage interest and entitle us to vote on all matters requiring a
vote of the limited partners. The other limited partners of BPLP are persons who contributed their direct or indirect interests in properties to
BPLP in exchange for common units or preferred units of limited partnership interest in BPLP or recipients of LTIP Units pursuant to our Stock
Option and Incentive Plan. Under the limited partnership agreement of BPLP, unitholders may present their common units of BPLP for
redemption at any time (subject to restrictions agreed upon at the time of issuance of the units that may restrict such right for a period of time,
generally one year from issuance). Upon presentation of a unit for redemption, BPLP must redeem the unit for cash equal to the then value of a
share of our common stock. In lieu of cash redemption by BPLP, however, we may elect to acquire any common units so tendered by issuing
shares of our common stock in exchange for the common units. If we so elect, our common stock will be exchanged for common units on a
one-for-one basis. This one-for-one exchange ratio is subject to specified adjustments to prevent dilution. We generally expect that we will elect
to issue our common stock in connection with each such presentation for redemption rather than having BPLP pay cash. With each such
exchange or redemption, our percentage ownership in BPLP will increase. In addition, whenever we issue shares of our common stock other
than to acquire common units of BPLP, we must contribute any net proceeds we receive to BPLP and BPLP must issue to us an equivalent
number of common units of BPLP. This structure is commonly referred to as an umbrella partnership REIT, or UPREIT.

Preferred units of BPLP have the rights, preferences and other privileges as are set forth in an amendment to the limited partnership agreement
of BPLP. As of December 31, 2013 and February 21, 2014, BPLP had three series of Preferred Units outstanding consisting of 666,116 Series
Two Preferred Units, 360,126 Series Four Preferred Units and 80,000 Series B Preferred Units. The Series Two Preferred Units have a
liquidation preference of $50.00 per unit (or an aggregate of approximately $33.3 million at December 31, 2013 and February 21, 2014). The
Series Two Preferred Units are convertible, at the holder s election, into common units at a conversion price of $38.10 per common unit
(equivalent to a ratio of 1.312336 common units per Series Two Preferred Unit). Distributions on the Series Two Preferred Units are payable
quarterly and, unless the greater rate described in the next sentence applies, accrue at 6.0% per annum. If distributions on the number of common
units of limited partnership interest, or OP Units, into which the Series Two Preferred Units are convertible are greater than distributions
calculated using the rate described in the preceding sentence for the applicable quarterly period, then the greater distributions are payable
instead. The holders of Series Two Preferred Units have the right to require our Operating Partnership to redeem their units for cash at the
redemption price of $50.00 per unit on May 12, 2014. The holders also had the right to have their Series Two Preferred Units redeemed for cash
as of May 12, 2009, May 12, 2010, May 12, 2011, May 14, 2012 and May 14, 2013, although no holder exercised such
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right. In May 2014, our Operating Partnership also has the right, subject to certain conditions, to call for redemption all of the outstanding Series
Two Preferred Units for cash or to convert into OP Units any Series Two Preferred Units that have not been previously redeemed. In the event
that our Operating Partnership calls the Series Two Preferred Units for redemption, the holders shall have the right to convert the Series Two
Preferred Units to OP Units. Due to the holders redemption option existing outside our control, the Series Two Preferred Units are presented
outside of permanent equity in our Consolidated Balance Sheets.

The Series Four Preferred Units have a liquidation preference of $50.00 per unit (or an aggregate of approximately $18.0 million at

December 31, 2013 and February 21, 2014). The Series Four Preferred Units, which bear a preferred distribution equal to 2.00% per annum on a
liquidation preference of $50.00 per unit, are not convertible into or exchangeable for any common equity of BPLP or us. In order to secure the
performance of certain obligations by the holders, such Series Four Preferred Units are subject to forfeiture pursuant to the terms of a pledge
agreement. The holders of Series Four Preferred Units have the right, at certain times and subject to certain conditions set forth in the Certificate
of Designations establishing the rights, limitations and preferences of the Series Four Preferred Units, to require our Operating Partnership to
redeem all of their units for cash at the redemption price of $50.00 per unit. Our Operating Partnership also has the right, at certain times and
subject to certain conditions, to redeem all of the Series Four Preferred Units for cash at the redemption price of $50.00 per unit. The Series Four
Preferred Units that are subject to the security interest under the pledge agreement may not be redeemed until and unless such security interest is
released. Due to the holders redemption option existing outside our control, the Series Four Preferred Units are presented outside of permanent
equity in our Consolidated Balance Sheets.

The Series B Preferred Units have a liquidation preference of $2,500.00 per share (or an aggregate of approximately $193.6 million at

December 31, 2013 and February 21, 2014, after deducting the underwriting discount and transaction expenses). The Series B Preferred Units
were issued by our Operating Partnership on March 27, 2013 in connection with our issuance of 80,000 shares (8,000,000 depositary shares each
representing 1/100th of a share) of 5.25% Series B Cumulative Redeemable Preferred Stock (the Series B Preferred Stock ). We contributed the
net proceeds from the offering to our Operating Partnership in exchange for Series B Preferred Units having terms and preferences generally
mirroring those of the Series B Preferred Stock. We will pay cumulative cash dividends on the Series B Preferred Stock at a rate of 5.25% per
annum of the $2,500.00 liquidation preference per share. We may not redeem the Series B Preferred Stock prior to March 27, 2018, except in
certain circumstances relating to the preservation of our REIT status. On or after March 27, 2018, at our option, we may redeem the Series B
Preferred Stock for a cash redemption price of $2,500.00 per share, plus all accrued and unpaid dividends. The Series B Preferred Stock is not
redeemable by the holders, has no maturity date and is not convertible into any other security of the Company or its affiliates.

Transactions During 2013

Acquisitions

On February 6, 2013, we completed the acquisition of 535 Mission Street, a development site, in San Francisco, California for an aggregate
purchase price of approximately $71.0 million in cash, including work completed and materials purchased to date. When completed, 535
Mission Street will consist of a 27-story, Class A office tower with approximately 307,000 net rentable square feet of office and retail space. The
property is currently under development.

On March 26, 2013, a consolidated joint venture in which we have a 95% interest completed the acquisition of a land parcel in San Francisco,
California that will support a 60-story, 1.4 million square foot office tower known as Transbay Tower. The purchase price for the land was
approximately $192.0 million. On February 7, 2013, the partner in the joint venture issued a notice that it was electing under the joint venture
agreement to reduce its nominal ownership interest in the venture from 50% to 5%. On February 26, 2013, we issued a notice to the partner
electing to proceed with the venture on that basis. As a result, we have a 95% nominal interest in
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and are consolidating the joint venture. The initial phase of the development consisting of building the project to grade is currently under
development.

On March 29, 2013, we completed the acquisition of a parcel of land located in Reston, Virginia for a purchase price of approximately $27.0
million. The land parcel is commercially zoned for 250,000 square feet of office space.

On April 10, 2013, we acquired the Mountain View Research Park and Mountain View Technology Park properties from our Value-Added Fund
(the Value-Added Fund ) for an aggregate net purchase price of approximately $233.1 million. Mountain View Research Park is a 16-building
complex of Office/Technical properties aggregating approximately 604,000 net rentable square feet. Mountain View Technology Park is a
seven-building complex of Office/Technical properties aggregating approximately 135,000 net rentable square feet. Prior to the acquisition, our
ownership interest in the properties was approximately 39.5%. As a result of the acquisition, we own 100% of the properties and account for
them on a consolidated basis.

On May 31, 2013, our two joint venture partners in 767 Venture, LLC (the entity that owns 767 Fifth Avenue (the General Motors Building)
located in New York City) transferred all of their interests in the joint venture to third parties. 767 Fifth Avenue (the General Motors Building) is
a Class A office property totaling approximately 1.8 million net rentable square feet. In connection with the transfer, we and our new joint
venture partners modified our relative decision making authority and consent rights with respect to the joint venture s assets and operations.
These changes resulted in us having sufficient financial and operating control over 767 Venture, LLC such that, effective as of May 31, 2013,
we account for the assets, liabilities and operations of 767 Venture, LLC on a consolidated basis in our financial statements instead of under the
equity method of accounting.

Dispositions

On February 20, 2013, the foreclosure sale of our Montvale Center property was ratified by the court. As a result of the ratification, the mortgage
loan totaling $25.0 million was extinguished and the related obligations were satisfied with the transfer of the real estate resulting in the
recognition of a gain on forgiveness of debt totaling approximately $20.2 million.

On June 28, 2013, we completed the sale of our 303 Almaden Boulevard property located in San Jose, California for a sale price of $40.0
million. Net cash proceeds totaled approximately $39.3 million. 303 Almaden Boulevard is a Class A office property totaling approximately
158,000 net rentable square feet. Because we entered into the related purchase and sale agreement on March 28, 2013 and the carrying value of
the property exceeded its net sale price, we recognized an impairment loss totaling approximately $3.2 million during the three months ended
March 31, 2013. As a result, there was no loss on sale of real estate recognized during the year ended December 31, 2013. The sale of this asset
caused us to reevaluate our strategy for development of our adjacent Almaden land parcel, which can accommodate an approximately 840,000
square feet office complex. Based on a shorter than expected hold period, we reduced the carrying value of the land parcel to its estimated fair
market value and recognized an impairment loss of approximately $8.3 million during the three months ended March 31, 2013.

On August 22, 2013, we completed the sale of our 1301 New York Avenue property located in Washington, DC for a net contract sale price of
approximately $121.7 million. After adjusting for outstanding lease and other transaction costs assumed by the buyer, the gross sale price was
approximately $135.0 million. Net cash proceeds totaled approximately $121.5 million, resulting in a gain on sale of approximately $86.4
million. 1301 New York Avenue is a Class A office property totaling approximately 201,000 net rentable square feet.
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On October 9, 2013, we completed the sale of a 45% ownership interest in our Times Square Tower property for a gross sale price of $684.0
million in cash. Net cash proceeds totaled approximately $673.1 million,
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after the payment of transaction costs. In connection with the sale, we formed a joint venture with the buyer and will provide customary property
management and leasing services to the joint venture. Times Square Tower is an approximately 1,246,000 net rentable square foot Class A office
tower located in New York City. The transaction did not qualify as a sale of real estate for financial reporting purposes because we continue to
control the joint venture and will therefore continue to account for the entity on a consolidated basis in our financial statements. We have
accounted for the transaction as an equity transaction and have recognized noncontrolling interest in our consolidated balance sheets totaling
approximately $243.5 million, which is equal to 45% of the carrying value of the total equity of the property immediately prior to the
transaction. The difference between the net cash proceeds received and the noncontrolling interest recognized, which difference totals
approximately $429.6 million, has not been reflected as a gain on sale of real estate in our consolidated statements of operations and has instead
been reflected as an increase to additional paid-in capital in our consolidated balance sheets.

On December 20, 2013, we completed the sale of our 10 & 20 Burlington Mall Road property located in Burlington, Massachusetts for a sale
price of approximately $30.0 million. Net cash proceeds totaled approximately $29.4 million, resulting in a gain on sale of approximately $20.5
million. 10 & 20 Burlington Mall Road consists of two Class A office properties aggregating approximately 152,000 net rentable square feet.

On December 20, 2013, we completed the sale of our One Preserve Parkway property located in Rockville, Maryland for a sale price of
approximately $61.3 million. Net cash proceeds totaled approximately $59.9 million, resulting in a gain on sale of approximately $5.9 million.
One Preserve Parkway is a Class A office property totaling approximately 184,000 net rentable square feet.

Developments

As of December 31, 2013, we had nine properties under construction comprised of eight office properties and one residential property, which
aggregate approximately 2.9 million square feet. We estimate the total investment to complete these projects, in the aggregate, is approximately
$2.5 billion of which we had already invested approximately $1.8 billion as of December 31, 2013. The investment through December 31, 2013
and estimated total investment for our properties under construction as of December 31, 2013 are detailed below (in thousands):

Estimated
Estimated Investment Total

Construction Properties Stabilization Date Location to Date(1) Investment(1)
Office

Annapolis Junction Building Seven (50% ownership) First Quarter, 2015 Annapolis, MD $ 11,580 $ 17,500
680 Folsom Street Third Quarter, 2015 San Francisco, CA 279,923 340,000
250 West 55" Street Fourth Quarter, 2015  New York, NY 840,317 1,050,000
804 Carnegie Center First Quarter, 2016 Princeton, NJ 1,970 40,410
535 Mission Street Third Quarter, 2016 San Francisco, CA 113,275 215,000
601 Massachusetts Avenue Fourth Quarter, 2017  Washington, DC 155,310 360,760
Transbay Tower (95% ownership)(2) N/A San Francisco, CA 244,082 340,000
Total Office Properties under Construction $ 1,646,457 $ 2,363,670
Residential

The Avant at Reston Town Center (359 units) Fourth Quarter, 2015  Reston, VA $ 109,194 $ 137,250
Total Properties under Construction $ 1,755,651 $ 2,500,920
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(1) Represents our share. Includes net revenue during lease up period and approximately $53.9 million of construction cost and leasing
commission accruals.
(2) The Estimated Total Investment represents only the cost to build to grade.
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On March 22, 2013, we completed and fully placed in-service Two Patriots Park, a Class A office redevelopment project with approximately
256,000 net rentable square feet located in Reston, Virginia. As of December 31, 2013, this property was 100% leased.

On April 1, 2013, we commenced construction on the initial phase of our Transbay Tower development project in San Francisco, California,
which consists of building the project to grade.

On April 25, 2013, we commenced construction of our 601 Massachusetts Avenue, a Class A office development project totaling approximately
478,000 net rentable square feet located in Washington, DC.

On June 14, 2013, we completed and fully placed in-service Seventeen Cambridge Center, a Class A office project with approximately 195,000
net rentable square feet located in Cambridge, Massachusetts. As of December 31, 2013, this property was 100% leased.

On July 1, 2013, we completed and fully placed in-service our Cambridge Center Connector, a Class A office project with approximately 43,000
net rentable square feet located in Cambridge, Massachusetts. As of December 31, 2013, this property was 100% leased.

On October 29, 2013, we entered into a lease agreement as landlord with a third-party tenant for a build-to-suit project with approximately
130,000 net rentable square feet of Class A office space located in Princeton, New Jersey.

As of December 31, 2013, we have placed in-service approximately 63% of The Avant at Reston Town Center development project comprised
of 359 apartment units and retail space aggregating approximately 355,000 square feet located in Reston, Virginia. The retail space totaling
approximately 26,000 net rentable square feet is 100% leased and the residential units are approximately 17% leased as of February 21, 2014.
On February 10, 2014, this project was fully placed in-service.

As of December 31, 2013, we have placed in-service approximately 6% of our 250 West 55th Street development project. When completed, this
project will consist of approximately 989,000 net rentable square feet of Class A office space and is approximately 61% leased as of
February 21, 2014.

As of December 31, 2013, we have placed in-service approximately 1% of our 680 Folsom Street development project. When completed, this
project will consist of approximately 524,509 net rentable square feet of Class A office space and is approximately 96% leased as of
February 21, 2014.

Secured Debt Transactions

On February 5, 2013, we used available cash to repay the mortgage loan collateralized by our Kingstowne One property located in Alexandria,
Virginia totaling approximately $17.0 million. The mortgage loan bore interest at a fixed rate of 5.96% per annum and was scheduled to mature
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on May 5, 2013. There was no prepayment penalty.

On February 20, 2013, the foreclosure sale of our Montvale Center property was ratified by the court. As a result of the ratification, the mortgage
loan totaling $25.0 million was extinguished and the related obligations were satisfied with the transfer of the real estate resulting in the
recognition of a gain on forgiveness of debt totaling approximately $20.2 million.

On April 1, 2013, we used available cash to repay the mortgage loan collateralized by our 140 Kendrick Street property located in Needham,
Massachusetts totaling approximately $47.6 million. The mortgage loan bore interest at a fixed rate of 7.51% per annum and was scheduled to
mature on July 1, 2013. There was no prepayment penalty. We recognized a gain on early extinguishment of debt totaling approximately $0.3
million
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related to the acceleration of the remaining balance of the historical fair value debt adjustment, which was the result of purchase accounting.

On May 31, 2013, in conjunction with the consolidation of our 767 Venture, LLC joint venture (the entity that owns 767 Fifth Avenue (the
General Motors Building)), we recorded mortgage loans collateralized by the property aggregating $1.3 billion and mezzanine loans aggregating
$306.0 million. The mortgage loans require interest-only payments at a weighted-average fixed interest rate of 5.95% per annum and mature on
October 7, 2017. The mezzanine loans require interest-only payments at a weighted-average fixed interest rate of 6.02% per annum and mature
on October 7, 2017. The mortgage loans and mezzanine loans were recorded at their fair values aggregating approximately $1.5 billion and
$311.7 million, respectively, using weighted-average effective interest rates of approximately 2.44% and 5.53% per annum, respectively. In
addition, in conjunction with the consolidation, we recorded loans payable to the joint venture s partners totaling $450.0 million and related
accrued interest payable totaling approximately $175.8 million. The member loans bear interest at a fixed rate of 11.0% per annum and mature
on June 9, 2017. We have eliminated in consolidation our member loan totaling $270.0 million and our share of the related accrued interest
payable of approximately $114.5 million at December 31, 2013. The remaining notes payable to the outside joint venture partners and related
accrued interest payable totaling $180.0 million and approximately $76.4 million as of December 31, 2013 have been reflected as Outside
Members Notes Payable and within Accrued Interest Payable, respectively, on our Consolidated Balance Sheets. The related interest expense
from the Outside Members Notes Payable totaling approximately $16.0 million for the period from May 31, 2013 through December 31, 2013 is
fully allocated to the outside joint venture partners as an adjustment to Noncontrolling Interests in Property Partnerships in our Consolidated
Statements of Operations.

Unsecured Senior Notes

On April 11, 2013, our Operating Partnership completed a public offering of $500.0 million in aggregate principal amount of its 3.125% senior
unsecured notes due 2023. The notes were priced at 99.379% of the principal amount to yield an effective rate (including financing fees) of
3.279% to maturity. The notes will mature on September 1, 2023, unless earlier redeemed. The aggregate net proceeds from the offering were
approximately $492.5 million after deducting underwriting discounts and transaction expenses.

On June 27, 2013, our Operating Partnership completed a public offering of $700.0 million in aggregate principal amount of its 3.800% senior
unsecured notes due 2024. The notes were priced at 99.694% of the principal amount to yield an effective rate (including financing fees) of
3.916% to maturity. The notes will mature on February 1, 2024, unless earlier redeemed. The aggregate net proceeds from the offering were
approximately $691.9 million after deducting the underwriting discount and transaction expenses.

Unsecured Exchangeable Senior Notes

On April 15, 2013, we announced that holders of our Operating Partnership s 3.75% Exchangeable Senior Notes due 2036 (the Notes ) had the
right to surrender their Notes for purchase by our Operating Partnership (the Put Right ) on May 18, 2013. On April 15, 2013, we also announced
that our Operating Partnership issued a notice of redemption to the holders of the Notes to redeem, on May 18, 2013 (the Redemption Date ), all
of the Notes outstanding on the Redemption Date. In connection with the notice of redemption, holders of the Notes had the right to exchange

their Notes on or prior to May 16, 2013. Notes with respect to which the Put Right was not exercised and that were not surrendered for exchange
on or prior to May 16, 2013, were redeemed by our Operating Partnership at a redemption price equal to 100% of the principal amount of the

Notes plus accrued and unpaid interest thereon to, but excluding, the Redemption Date. Based on final information provided to our Operating
Partnership by the trustee for the Notes, no Notes were validly tendered and accepted for purchase in the Put Right. Pursuant to the notice of
redemption, an aggregate principal amount of $990,000 of the Notes was redeemed on May 18, 2013. The remaining aggregate principal amount
of $449,010,000 of the Notes was surrendered for exchange and, in addition to the repayment of the principal in cash, we issued an aggregate of
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419,116 shares of our common stock in exchange for the Notes. We recognized a loss on early extinguishment of debt totaling approximately
$0.1 million consisting of transaction costs.

Unsecured Line of Credit

On July 26, 2013, our Operating Partnership amended and restated the revolving credit agreement governing its Unsecured Line of Credit,
which, among other things, (1) increased the total commitment from $750.0 million to $1.0 billion, (2) extended the maturity date from June 24,
2014 to July 26, 2018 and (3) reduced the per annum variable interest rates and other fees. Our Operating Partnership may increase the total
commitment to $1.5 billion, subject to syndication of the increase and other conditions. At our Operating Partnership s option, loans outstanding
under the Unsecured Line of Credit will bear interest at a rate per annum equal to (1), in the case of loans denominated in Dollars, Euro or
Sterling, LIBOR or, in the case of loans denominated in Canadian Dollars, CDOR, in each case, plus a margin ranging from 0.925% to 1.70%
based on our Operating Partnership s credit rating or (2) an alternate base rate equal to the greatest of (a) the Administrative Agent s prime rate,
(b) the Federal Funds rate plus 0.5% or (c) LIBOR for a one month period plus 1.00%, in each case, plus a margin ranging from 0.0% to 0.70%
based on our Operating Partnership s credit rating. The Unsecured Line of Credit also contains a competitive bid option that allows banks that are
part of the lender consortium to bid to make loan advances to our Operating Partnership at a reduced interest rate. In addition, our Operating
Partnership is also obligated to pay (1) in quarterly installments a facility fee on the total commitment at a rate per annum ranging from 0.125%
to 0.35% based on our Operating Partnership s credit rating and (2) an annual fee on the undrawn amount of each letter of credit equal to the
LIBOR margin. Based on our Operating Partnership s current credit rating, the LIBOR and CDOR margin is 1.00%, the alternate base rate
margin is 0.0% and the facility fee is 0.15%. At December 31, 2013, there were no amounts outstanding on the Unsecured Line of Credit.

Equity Transactions

On March 27, 2013, we completed an underwritten public offering of 80,000 shares (8,000,000 depositary shares, each representing 1/100th of a
share) of our newly designated 5.25% Series B Cumulative Redeemable Preferred Stock, at a price of $2,500.00 per share ($25.00 per depositary
share). The net proceeds from this offering were approximately $194 million, after deducting the underwriting discount and transaction
expenses. We contributed the net proceeds from the offering to our Operating Partnership in exchange for 80,000 Series B Preferred Units
having terms and preferences generally mirroring those of the Series B Preferred Stock.

On August 29, 2013, our Operating Partnership redeemed approximately 861,400 Series Four Preferred Units for cash at the redemption price of
$50.00 per unit plus accrued and unpaid distributions through the redemption date.

During the year ended December 31, 2013, we acquired an aggregate of 929,441 common units of limited partnership interest, including 26,402
common units issued upon the conversion of LTIP units and 432,914 issued upon the conversion of Series Two preferred units, presented by the
holders for redemption, in exchange for an equal number of shares of common stock.

Special Dividend

On December 2, 2013, we announced that our Board of Directors declared a special cash dividend of $2.25 per common share payable on
January 29, 2014 to shareholders of record as of the close of business on December 31, 2013. The decision to declare a special dividend was
primarily a result of the sale of a 45% interest in our Times Square Tower property in October 2013. The Board of Directors did not make any
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Partnership, as of the close of business on December 31, 2013, received the same distribution on January 29, 2014. Holders of Series Two
Preferred Units of limited partnership interest will participate in the special cash dividend (separately from their regular February 2014
distribution) on an as-converted basis in
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connection with their regular May 2014 distribution payment as provided in our Operating Partnership s partnership agreement.

Investments in Unconsolidated Joint Ventures

On February 28, 2013, a joint venture in which we have a 50% interest completed and fully placed in-service Annapolis Junction Building Six, a
Class A office property with approximately 119,000 net rentable square feet located in Annapolis, Maryland. As of December 31, 2013, this
property was approximately 49% leased.

On March 31, 2013, a joint venture in which we have a 30% interest completed and fully placed in-service 500 North Capitol Street, NW, a
Class A office redevelopment project with approximately 231,000 net rentable square feet located in Washington, DC. As of December 31,
2013, this property was approximately 85% leased.

On April 4, 2013, a joint venture in which we have a 50% interest obtained construction financing collateralized by its Annapolis Junction
Building Seven development project located in Annapolis, Maryland totaling $22.0 million. The construction financing bears interest at a
variable rate equal to LIBOR plus 1.65% per annum and matures on April 4, 2016, with two, one-year extension options, subject to certain
conditions.

On April 10, 2013, we acquired the Mountain View Research Park and Mountain View Technology Park properties from our Value-Added Fund
for an aggregate net purchase price of approximately $233.1 million. In conjunction with the acquisition, the Value-Added Fund repaid the
mortgage loans collateralized by the Mountain View Research Park and Mountain View Technology Park properties totaling approximately
$90.0 million and $20.0 million, respectively, as well as the outstanding loans payable to our Operating Partnership totaling approximately $8.6
million and $3.7 million, respectively. The Mountain View Research Park and Mountain View Technology Park mortgage loans bore interest at
variable rates equal to LIBOR plus 2.00% per annum and LIBOR plus 2.50% per annum, respectively and were scheduled to mature on May 31,
2014 and November 22, 2014, respectively. The joint venture recognized a loss on early extinguishment of debt totaling approximately $0.4
million, of which our share was approximately $0.2 million, consisting of the write-off of unamortized deferred financing costs. Prior to the
acquisition, our ownership interest in the properties was approximately 39.5%. As a result of the acquisition, we own 100% of the properties and
are accounting for them on a consolidated basis. We had previously recognized an impairment loss on our investment in the unconsolidated joint
venture. As a result, we recognized a gain on our investment of approximately $26.5 million, which is included within gains on consolidation of
joint ventures in our consolidated statements of operations.

On May 30, 2013, a joint venture in which we have a 60% interest completed the sale of its 125 West 55th Street property located in New York
City for a sale price of $470.0 million, including the assumption by the buyer of the mortgage loan collateralized by the property totaling
approximately $198.6 million. The mortgage loan bore interest at a fixed rate of 6.09% per annum and was scheduled to mature on March 10,
2020. Net cash proceeds totaled approximately $253.7 million, of which our share was approximately $152.2 million, after the payment of
transaction costs. 125 West 55th Street is a Class A office property totaling approximately 588,000 net rentable square feet. We had previously
recognized an impairment loss on our investment in the unconsolidated joint venture. As a result, we recognized a gain on sale of real estate
totaling approximately $43.2 million, which is included within income from unconsolidated joint ventures in our consolidated statements of
operations.

On May 31, 2013, our two joint venture partners in 767 Venture, LLC (the entity that owns 767 Fifth Avenue (the General Motors Building)
located in New York City) transferred all of their interests in the joint venture to third parties. In connection with the transfer, we and our new
joint venture partners modified our relative decision making authority and consent rights with respect to the joint venture s assets and operations.
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financial statements instead of under the equity method of accounting. Upon consolidation, we recognized a non-cash gain on our investment of
approximately $359.5 million, which is included within gains on consolidation of joint ventures in our consolidated statements of operations.

On May 31, 2013, a joint venture in which we have a 30% interest refinanced its construction loan collateralized by 500 North Capitol Street,
NW located in Washington, DC. The construction loan totaling approximately $90.6 million bore interest at a variable rate equal to LIBOR plus
1.65% per annum and was scheduled to mature on October 14, 2014. The joint venture recognized a loss on early extinguishment of debt
totaling approximately $1.0 million, of which our share was approximately $0.3 million, consisting of the write-off of unamortized deferred
financing costs. The new mortgage loan totaling $105.0 million requires interest only payments at a fixed interest rate of 4.15% per annum and
matures on June 6, 2023.

On June 5, 2013, a joint venture in which we have a 60% interest refinanced its mortgage loans collateralized by 540 Madison Avenue located in
New York City. The mortgage loans aggregating approximately $118.0 million bore interest at a weighted-average fixed rate of 5.20% per
annum and were scheduled to mature on July 11, 2013. The joint venture recognized a loss on early extinguishment of debt totaling
approximately $0.3 million, of which our share was approximately $0.2 million, related to the acceleration of the remaining balance of the
historical fair value debt adjustment, which was the result of purchase accounting. The new mortgage loan totaling $120.0 million requires
interest only payments at a variable rate equal to LIBOR plus 1.50% per annum and matures on June 5, 2018.

On July 19, 2013, a joint venture in which we have a 50% interest completed the sale of its Eighth Avenue and 46th Street project located in
New York City for an imputed sale price of $45.0 million. The Eighth Avenue and 46th Street project is comprised of an assemblage of land
parcels and air-rights. Net cash proceeds to us totaled approximately $21.8 million, after the payment of transaction costs. The joint venture had
previously recognized an impairment loss on the property. As a result, the joint venture recognized a gain on sale of real estate totaling
approximately $12.6 million, of which our share was approximately $11.3 million. Our share of the gain on sale of real estate is reflective of our
share of the net proceeds from the sale price and is included within income from unconsolidated joint ventures in our consolidated statements of
operations.

On September 26, 2013, a joint venture in which we have a 50% interest entered into a lease agreement for its Annapolis Junction Building
Seven development project. Annapolis Junction Building Seven when completed will consist of a Class A office property with approximately
125,000 net rentable square feet located in Annapolis, Maryland.

On October 29, 2013, a joint venture in which we have a 50% interest exercised an option to extend the maturity date to November 17, 2014 of
the construction financing collateralized by its Annapolis Junction Building Six property. The construction financing totaling approximately
$14.0 million bears interest at a variable rate equal to LIBOR plus 1.65% per annum and was scheduled to mature on November 17, 2013.
Annapolis Junction Building Six is a Class A office property with approximately 119,000 net rentable square feet located in Annapolis,
Maryland.

Stock Option and Incentive Plan

On January 28, 2013, our Compensation Committee approved a new equity-based, multi-year, long-term incentive program (the 2013 MYLTIP )

in lieu of an Outperformance Plan as a performance-based component of our overall compensation program. Under the Financial Accounting

Standards Board s Accounting Standards Codification ( ASC ) 718 Compensation Stock Compensation, the 2013 MYLTIP has an aggregate value
of approximately $8.1 million, which amount will generally be amortized into earnings over the five-year plan period under the graded vesting

method.
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On February 1, 2013, we issued 35,087 shares of restricted common stock and our Operating Partnership issued 153,006 LTIP units and 201,373
non-qualified stock options under the 2012 Plan to certain of our employees.

Succession Planning

On March 11, 2013, we announced that Owen D. Thomas would succeed Mortimer B. Zuckerman as our Chief Executive Officer, effective
April 2, 2013. Mr. Zuckerman will continue to serve as Executive Chairman for a transition period and thereafter is expected to continue to serve
as the Non-Executive Chairman of the Board. In connection with succession planning, Mr. Zuckerman entered into a Transition Benefits
Agreement with us. If Mr. Zuckerman remains employed by us through July 1, 2014, he will be entitled to receive on January 1, 2015 a lump
sum cash payment of $6.7 million and an equity award with a targeted value of approximately $11.1 million. The cash payment and equity
award vest one-third on each of March 10, 2013, October 1, 2013 and July 1, 2014, subject to acceleration in certain circumstances. As a result,
we recognized approximately $13.8 million of compensation expense during the year ended December 31, 2013. We expect to recognize the
remaining approximately $4.0 million of compensation expense over the remaining vesting period and, accordingly, expect to expense
approximately $2.0 million in each of the 1st and 2nd quarters of 2014. In addition, the agreement provides that if Mr. Zuckerman terminates his
employment with us for any reason, voluntarily or involuntarily, he will become fully vested in any outstanding equity awards with time-based
vesting. As a result, during the year ended December 31, 2013, we accelerated the remaining approximately $12.9 million of stock-based
compensation expense associated with Mr. Zuckerman s unvested long-term equity awards.

On April 2, 2013, we issued 24,231 LTIP units, 38,926 2013 MYLTIP Units and 50,847 non-qualified stock options under the 2012 Plan to
Owen D. Thomas, our new Chief Executive Officer, pursuant to his employment agreement.

Business and Growth Strategies

Business Strategies

Our primary business objective is to maximize return on investment so as to provide our investors with the greatest possible total return in all
points of the economic cycle. Our strategies to achieve this objective are:

to target a few carefully selected geographic markets, including Boston, New York, San Francisco and Washington, DC, and to be one
of the leading, if not the leading, owners, developers and managers in each of those markets with a full-service office in each market
providing property management, leasing, development, construction and legal expertise. We select markets and submarkets with a
diverse economic base and a deep pool of prospective tenants in various industries and where tenants have demonstrated a preference
for high-quality office buildings and other facilities;

to emphasize markets and submarkets within those markets where the lack of available sites and the difficulty of receiving the
necessary approvals for development and the necessary financing constitute high barriers to the creation of new supply, and where
skill, financial strength and diligence are required to successfully develop, finance and manage high-quality office, research and
development space, as well as selected retail and residential space;
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to take on complex, technically challenging development projects, leveraging the skills of our management team to
successfully develop, acquire or reposition properties that other organizations may not have the capacity or resources to
pursue;

to own and develop high-quality real estate designed to meet the demands of today s tenants who require sophisticated
telecommunications and related infrastructure, support services and amenities, and to manage those facilities so as to become the
landlord of choice for both existing and prospective clients;
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to opportunistically acquire assets which increase our penetration in the markets in which we have chosen to concentrate, as well as
potential new markets, which exhibit an opportunity to improve or preserve returns through repositioning (through a combination of
capital improvements and shift in marketing strategy), changes in management focus and leasing;

to explore joint venture opportunities primarily with existing property owners located in desirable locations, who seek to benefit from
the depth of development and management expertise we are able to provide and our access to capital, and/or to explore joint venture
opportunities with strategic institutional partners, leveraging our skills as owners, operators and developers of Class A office space
and mixed-use complexes;

to pursue on a selective basis the sale of properties or interests therein, including core properties, to either (1) take advantage of the
demand for our premier properties and realize the value we have created or (2) pare from our portfolio of properties that we believe
have slower future growth potential;
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