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1934
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OR
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1934

For the transition period from to
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(Exact name of registrant as specified in its charter)

Maryland 04-3578653
(State or other jurisdiction of incorporation (I.R.S. Employer
Identification No.)
or organization)
401 Edgewater Place, Suite 200
Wakefield, MA 01880

(Address of principal executive offices)(Zip Code)

(781) 557-1300

(Registrant’s telephone number, including area code)

N/A

(Former name, former address and former fiscal year, if changed since last report)

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 NO

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

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

Non-accelerated filer Smaller reporting company
(Do not check if a smaller reporting company)
Emerging growth company
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act.

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
YES NO

The number of shares of common stock outstanding as of April 26, 2018 was 107,231,155.
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PART I — FINANCIAL INFORMATION

Item 1.Financial Statements

Franklin Street Properties Corp.

Consolidated Balance Sheets

(Unaudited)
December
March 31, 31,

(in thousands, except share and par value amounts) 2018 2017
Assets:
Real estate assets:
Land $ 191,578 $ 191,578
Buildings and improvements 1,821,035 1,811,631
Fixtures and equipment 5,909 5,614

2,018,522 2,008,823
Less accumulated depreciation 390,581 376,131
Real estate assets, net 1,627,941 1,632,692
Acquired real estate leases, less accumulated amortization of $114,044 and
$109,771, respectively 78,729 86,520
Investment in non-consolidated REIT's 69,703 70,164
Cash, cash equivalents and restricted cash 14,355 9,819
Tenant rent receivables, less allowance for doubtful accounts of $325 and $250,
respectively 3,411 3,123
Straight-line rent receivable, less allowance for doubtful accounts of $50 and $50,
respectively 53,430 53,194
Prepaid expenses and other assets 8,355 8,387
Related party mortgage loan receivables 71,455 71,720
Other assets: derivative asset 18,740 13,925
Office computers and furniture, net of accumulated depreciation of $1,448 and
$1,420, respectively 261 289
Deferred leasing commissions, net of accumulated amortization of $23,255 and
$22,276, respectively 39,815 40,679
Total assets $ 1,986,195 $ 1,990,512
Liabilities and Stockholders’ Equity:
Liabilities:
Bank note payable $ 98,000 $ 78,000

765,259 764,901



Edgar Filing: FRANKLIN STREET PROPERTIES CORP /MA/ - Form 10-Q

Term loans payable, less unamortized financing costs of $4,741 and $5,099,

respectively

Series A&B Senior Notes, less unamortized financing costs of $1,273 and $1,308,

respectively 198,727 198,692
Accounts payable and accrued expenses 53,327 61,039
Accrued compensation 1,112 3,641
Tenant security deposits 5,588 5,383
Other liabilities: derivative liabilities — 1,759
Acquired unfavorable real estate leases, less accumulated amortization of $8,063

and $7,638, respectively 5,264 5,805
Total liabilities 1,127,277 1,119,220

Commitments and contingencies

Stockholders’ Equity:
Preferred stock, $.0001 par value, 20,000,000 shares authorized, none issued or

outstanding — —
Common stock, $.0001 par value, 180,000,000 shares authorized, 107,231,155 and

107,231,155 shares issued and outstanding, respectively 11 11
Additional paid-in capital 1,356,457 1,356,457
Accumulated other comprehensive income 18,740 12,166
Accumulated distributions in excess of accumulated earnings (516,290) (497,342)
Total stockholders’ equity 858,918 871,292
Total liabilities and stockholders’ equity $ 1,986,195 $ 1,990,512

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Income

(Unaudited)
For the Three Months
Ended March 31,
(in thousands, except per share amounts) 2018 2017
Revenues:
Rental $ 65,628 $ 67,376
Related party revenue:
Management fees and interest income from loans 1,256 1,370
Other 9 10
Total revenues 66,893 68,756
Expenses:
Real estate operating expenses 17,151 17,308
Real estate taxes and insurance 11,177 12,403
Depreciation and amortization 24,035 25,332
General and administrative 3,432 3,443
Interest 9,486 7,579
Total expenses 65,281 66,065
Income before equity in losses of non-consolidated REITs, other and gain on sale of
properties and properties held for sale, less applicable income tax and taxes 1,612 2,691
Equity in losses of non-consolidated REITs (105) (397)
Other — 22
Gain on sale of properties and properties held for sale, less applicable income tax — 2,289
Income before taxes on income 1,507 4,605
Taxes on income 82 125
Net income $ 1,425 $ 4,480
Weighted average number of shares outstanding, basic and diluted 107,231 107,231
Net income per share, basic and diluted $ 0.01 $ 0.04

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Comprehensive Income

(Unaudited)

For the

Three Months Ended

March 31,
(in thousands) 2018 2017
Net income $ 1,425 $ 4,480
Comprehensive income:
Unrealized gain on derivative financial instruments 6,575 1,873
Total comprehensive income 6,575 1,873
Comprehensive income $ 8,000 $ 6,353

The accompanying notes are an integral part of these consolidated financial statements.

5
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Consolidated Statements of Cash Flows

(Unaudited)

(in thousands)
Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization expense

Amortization of above and below market leases

Hedge ineffectiveness

(Gain) loss on sale of properties and properties held for sale,

less applicable income tax
Equity in losses of non-consolidated REITs
Increase in allowance for doubtful accounts
Changes in operating assets and liabilities:
Tenant rent receivables
Straight-line rents
Lease acquisition costs
Prepaid expenses and other assets
Accounts payable, accrued expenses and other items
Accrued compensation
Tenant security deposits
Payment of deferred leasing commissions
Net cash provided by operating activities
Cash flows from investing activities:
Property improvements, fixtures and equipment
Distributions in excess of earnings from non-consolidated REITs
Repayment of related party mortgage receivable
Proceeds received on sales of real estate assets
Net cash used in investing activities
Cash flows from financing activities:
Distributions to stockholders
Borrowings under bank note payable
Repayments of bank note payable
Deferred financing costs
Net cash used in financing activities
Net increase in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash, beginning of year
Cash, cash equivalents and restricted cash, end of period

For the Three Months

Ended March 31,

2018 2017

$ 1,425 $ 4,480
24,748 25,937
(85) (168)
— (22)
— (2,289)
105 397
75 —
(363) (672)
40 (1,082)
(276) (292)
(274) 1
(6,911) (10,219)
(2,529) (2,525)
205 86
(1,082) (1,606)
15,078 12,026
(10,774) (11,615)
355 346
265 265
— 6,160
(10,154) (4,844)
(20,374) (20,374)
30,000 30,000
(10,000) (15,000)
(14) —
(388) (5,374)
4,536 1,808
9,819 9,366

$ 14,355 $ 11,174

10
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Supplemental disclosure of cash flow information:

Cash paid for:

Interest $ 7,143
Taxes $ 69
Non-cash investing and financing activities:

Accrued costs for purchases of real estate assets $ 4,339

The accompanying notes are an integral part of these consolidated financial statements.

$ 7,211
$ 152

$ 8,719

11
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Franklin Street Properties Corp.
Notes to Consolidated Financial Statements
(Unaudited)

1. Organization, Properties, Basis of Presentation, Financial Instruments and Recent Accounting Standards

Organization

Franklin Street Properties Corp. (“FSP Corp.” or the “Company”) holds, directly and indirectly, 100% of the interest in
FSP Investments LL.C, FSP Property Management LLC, FSP Holdings LLC and FSP Protective TRS Corp. FSP
Property Management LLC provides asset management and property management services. The Company also has a
non-controlling common stock interest in six corporations organized to operate as real estate investment trusts (“REIT”)
and a non-controlling preferred stock interest in two of those REITs. Collectively, the six REITs are referred to as the
“Sponsored REITs”.

As of March 31, 2018, the Company owned and operated a portfolio of real estate consisting of 34 operating
properties, one property that was substantially redeveloped and is in lease-up and six managed Sponsored REITs; and
held four promissory notes secured by mortgages on real estate owned by Sponsored REITs, including two mortgage
loans and two revolving lines of credit. From time-to-time, the Company may acquire, develop or redevelop real
estate, make additional secured loans or acquire a Sponsored REIT. The Company may also pursue, on a selective
basis, the sale of its properties in order to take advantage of the value creation and demand for its properties, or for
geographic or property specific reasons.

Properties

The following table summarizes the Company’s number of operating properties and rentable square feet of real
estate. In January 2016, the Company classified one property as non-operating that was substantially redeveloped and
is in lease-up, which is excluded as of March 31, 2018.

As of March 31,

2018 2017
Commercial real estate:
Number of properties 34 35
Rentable square feet 9,760,657 10,118,212

12
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Basis of Presentation

The unaudited consolidated financial statements of the Company include all of the accounts of the Company and its
majority-owned subsidiaries. All significant intercompany balances and transactions have been eliminated. These
financial statements should be read in conjunction with the Company’s consolidated financial statements and notes
thereto contained in the Company’s Annual Report on Form 10-K for its fiscal year ended December 31, 2017, as filed
with the Securities and Exchange Commission.

The accompanying interim financial statements are unaudited; however, the financial statements have been prepared
in accordance with generally accepted accounting principles in the United States of America (“GAAP”) for interim
financial information and in conjunction with the rules and regulations of the Securities and Exchange

Commission. Accordingly, they do not include all of the disclosures required by GAAP for complete financial
statements. In the opinion of management, all adjustments (consisting solely of normal recurring matters) necessary
for a fair presentation of the financial statements for these interim periods have been included. Operating results for
the three months ended March 31, 2018 are not necessarily indicative of the results that may be expected for the year
ending December 31, 2018 or for any other period.

Financial Instruments

As disclosed in Note 4, the Company’s derivatives are recorded at fair value using Level 2 inputs. The Company
estimates that the carrying values of cash, cash equivalents and restricted cash, receivables and tenant security deposits
approximate

7
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their fair values based on their short-term maturity and the loan receivable, bank note and term loans payable
approximate their fair values as they bear interest at variable interest rates at spreads that approximate market.

Cash, Cash Equivalents and Restricted Cash

The following table provides a reconciliation of cash, cash equivalents and restricted cash reported within the
consolidated balance sheets that sum to the total of the same such amounts shown in the consolidated statement of
cash flows.

March 31, March 31,

(in thousands) 2018 2017
Cash and cash equivalents $ 14,355 $ 11,143
Restricted cash — 31

Total cash, cash equivalents and restricted cash $ 14,355 $ 11,174

Amounts included in restricted cash represent amounts set aside for the payments to be made pursuant to our
employee’s flexible medical spending accounts.

Recent Accounting Standards

In May 2014, the Financial Accounting Standards Board (“FASB”) issued ASU No. 2014-09, Revenue from Contracts
with Customers (“Topic 606”), which provides guidance for revenue recognition. The standard’s core principle is that a
company will recognize revenue when promised goods or services are transferred to customers in an amount that
reflects the consideration to which a company expects to be entitled in exchange for those goods or services. This
update is effective for interim and annual reporting periods beginning after December 15, 2017. A substantial portion
of our revenue consists of rental income from leasing arrangements, which is specifically excluded from Topic

606. The Company adopted Topic 606 using the modified retrospective approach effective January 1, 2018 and the
adoption did not have an impact on the amount or timing of revenue recognition in the consolidated financial
statements.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842) (“ASU 2016-02”). ASU 2016-02 requires
lessees to establish a lease liability for the obligation to make lease payments and a right-of-use asset for the right to
use the underlying asset for the lease term on their balance sheets. Lessees will continue to recognize lease expenses
on their income statements in a manner similar to current accounting. The guidance also eliminates current real

14
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estate-specific provisions for all entities. For lessors, the guidance modifies the classification criteria and the
accounting for sales-type and direct financing leases. This new standard is effective for annual periods beginning after
December 15, 2018, and interim periods thereafter with early adoption permitted. The Company is currently
evaluating the potential changes from ASU 2016-02 to future financial reporting and disclosures. The Company
expects the adoption of this standard in 2019 will increase its assets and liabilities by approximately $3 million for the
addition of right-of-use assets and lease liabilities related to an operating lease for office space; however, the
Company does not expect the standard to have a material impact to its results of operations or liquidity.

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments - Credit Losses (Topic 326): Measurement of
Credit Losses on Financial Instruments (“ASU 2016-13"), which requires that entities use a new forward looking
“expected loss” model that generally will result in the earlier recognition of allowance for credit losses. The
measurement of expected credit losses is based upon historical experience, current conditions, and reasonable and
supportable forecasts that affect the collectability of the reported amount. ASU 2016-13 is effective for fiscal years
beginning after December 15, 2019, including interim periods within those fiscal years. The Company is currently
assessing the potential impact the adoption of ASU 2016-13 will have on its consolidated financial statements.

In August 2016, the FASB issued ASU No. 2016-15, Statement of Cash Flows (Topic 230): Classification of Certain
Cash Receipts and Cash Payments (“ASU 2016-15"), which clarifies how reporting entities should present and classify
certain cash receipts and cash payments in the statement of cash flows. ASU 2016-15 is effective for fiscal years
beginning after December 15, 2017, including interim periods within those fiscal years. The Company adopted this
guidance during the first quarter of 2018 and applied it retrospectively. Pursuant to the adoption, the Company elected
the cumulative earnings

8
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approach related to the distributions received from its equity method investments. The adoption did not have an
impact on the Company’s Consolidated Statements of Cash Flows.

In November 2016, the FASB issued ASU No. 2016-18, Restricted Cash (“ASU 2016-18), which clarifies how
reporting entities should present restricted cash and restricted cash equivalents. Reporting entities will show the
changes in the total of cash, cash equivalents, restricted cash and restricted cash equivalents in the statement of cash
flows. The new standard requires a reconciliation of the totals in the statement of cash flows to the related captions in
the balance sheets. ASU 2016-18 is effective for fiscal years beginning after December 15, 2017, including interim
periods within those fiscal years. Upon the adoption of ASU 2016-18, the Company reconciled both cash and cash
equivalents and restricted cash and restricted cash equivalents, whereas under the previous guidance the Company
explained the changes during the period for cash and cash equivalents only. Prior periods were retrospectively
adjusted to conform to the current period’s presentation.

In January 2017, the FASB issued ASU No. 2017-01, Clarifying the Definition of a Business (“ASU 2017-01"), which
provides additional guidance on evaluating whether transactions should be accounted for as an acquisition (or
disposal) of assets of a business. The update defines three requirements for a set of assets and activities (collectively
referred to as a “‘set”) to be considered a business: inputs, processes and outputs. ASU 2017-01 is effective for annual
periods beginning after December 15, 2017, including interim periods within those fiscal years. This update will be
applied prospectively to any transactions occurring within the period of adoption. Certain property acquisitions which
under previous guidance would have been accounted for as business combinations will be accounted for as
acquisitions of assets. In an acquisition of assets, certain acquisition costs are capitalized as opposed to expensed
under business combination guidance.

2. Related Party Transactions and Investments in Non-Consolidated Entities

Investment in Sponsored REITs:

At March 31, 2018 and December 31, 2017, the Company held a common stock interest in six Sponsored

REITs. The Company holds a non-controlling preferred stock investment in two of these Sponsored REITs, FSP 303

East Wacker Drive Corp. (“East Wacker”) and FSP Grand Boulevard Corp. (“Grand Boulevard”), from which it continues
to derive economic benefits and risks.

Equity in losses of investment in non-consolidated REITs:

The following table includes equity in losses of investments in non-consolidated REITs

16



Edgar Filing: FRANKLIN STREET PROPERTIES CORP /MA/ - Form 10-Q

Three Months

Ended March 31,
(in thousands) 2018 2017
Equity in losses of East Wacker $ 77 $ 142
Equity in losses of Grand Boulevard 28 255

$ 105 $ 397

Equity in losses of investments in non-consolidated REITs is derived from the Company’s share of income or loss in
the operations of those entities. The Company exercises influence over, but does not control these entities, and
investments are accounted for using the equity method.

Equity in losses of East Wacker is derived from the Company’s preferred stock investment in the entity. In
December 2007, the Company purchased 965.75 preferred shares or 43.7% of the outstanding preferred shares of East
Wacker for $82,813,000 (which represented $96,575,000 at the offering price net of commissions of $7,726,000, loan
fees of $5,553,000 and acquisition fees of $483,000 that were excluded).

Equity in losses of Grand Boulevard is derived from the Company’s preferred stock investment in the entity. In
May 2009, the Company purchased 175.5 preferred shares or 27.0% of the outstanding preferred shares of Grand
Boulevard for

9
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$15,049,000 (which represented $17,550,000 at the offering price net of commissions of $1,404,000, loan fees of
$1,009,000 and acquisition fees of $88,000 that were excluded).

The Company recorded distributions of $355,000 and $346,000 from non-consolidated REITs during the three months
ended March 31, 2018 and 2017, respectively.

Management fees and interest income from loans:

Asset management fees range from 1% to 5% of collected rents and the applicable contracts are cancelable with 30
days notice. Asset management fee income from non-consolidated entities amounted to approximately $136,000 and
$156,000 for the three months ended March 31, 2018 and 2017, respectively.

From time to time the Company may make secured loans (‘“Sponsored REIT Loans”) to Sponsored REITS in the form of
mortgage loans or revolving lines of credit to fund construction costs, capital expenditures, leasing costs and for other
purposes. The Company reviews Sponsored REIT loans for impairment each reporting period. A loan is impaired

when, based on current information and events, it is probable that the Company will be unable to collect all amounts
recorded on the balance sheet. The Company applies normal loan review and underwriting procedures (as may be
implemented or modified from time to time) in making that judgment. None of the Sponsored REIT loans have been
impaired.

The Company anticipates that each Sponsored REIT Loan will be repaid at maturity or earlier from long term
financings of the underlying properties, cash flows from the underlying properties or some other capital event. Each
Sponsored REIT Loan is secured by a mortgage on the underlying property and has a term of approximately one to
three years. Except for two mortgage loans which bear interest at a fixed rate, advances under each Sponsored REIT
Loan bear interest at a rate equal to the 30-day LIBOR rate plus an agreed upon amount of basis points and also
require a 50 basis point draw fee.

The following is a summary of the Sponsored REIT Loans outstanding as of March 31, 2018:

Maximum  Amount Interest
(dollars in thousands) Maturity Amount Drawn at Interest Draw Rate at
Sponsored REIT Location Date of Loan 31-Mar-18 Rate (1) Fee (2) 31-Mar-18

18
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Secured revolving
lines of credit

FSP Satellite Place L+

Corp. Duluth, GA 31-Dec-19 $ 5,500 $ 1,855 44 % 0.5 % 6.09
FSP Energy Tower 1 L+

Corp. Houston, TX 30-Jun-19 20,000 15,600 50 % 0.5 % 6.69
Mortgage loan

secured by property

FSP Monument Circle  Indianapolis,

LLC (3) IN 7-Dec-18 21,000 21,000 490 % n/a 4.90
FSP Energy Tower 1

Corp. (4) Houston, TX 30-Jun-19 33,000 33,000 6.41 % n/a 6.41

$ 79,500  $ 71,455

(1) The interest rate is 30-day LIBOR rate plus the additional rate indicated, otherwise a fixed rate.

(2) The draw fee is a percentage of each new advance, and is paid at the time of each new draw.

(3) This mortgage loan includes an origination fee of $164,000 and an exit fee of $38,000 when repaid by the
borrower.

(4) This mortgage loan includes an annual extension fee of $108,900 paid by the borrower.

The Company recognized interest income and fees from the Sponsored REIT Loans of approximately $1,120,000 and
$1,214,000 for the three months ended March 31, 2018 and 2017, respectively.

Non-consolidated REITs:

The balance sheet data below for 2018 and 2017 includes the 6 Sponsored REITs the Company held an interest in as
of March 31, 2018 and December 31, 2017. The operating data below for 2018 and 2017 include the operations of the
6 and 7 Sponsored REITSs in which the Company held an interest in during the three months ended March 31, 2018
and 2017, respectively.

10
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Summarized financial information for these Sponsored REITs is as follows:

December
March 31, 31,

(in thousands) 2018 2017
Balance Sheet Data (unaudited):
Real estate, net $ 311,178 $ 312,861
Other assets 70,909 74,076
Total liabilities (148,088) (151,092)
Shareholders’ equity $ 233,999 $ 235,845

For the Three Months

Ended

March 31,
(in thousands) 2018 2017
Operating Data (unaudited):
Rental revenues $ 13,229 $ 13,875
Other revenues 1 2
Operating and maintenance expenses (6,892) (7,176)
Depreciation and amortization (4,369) (5,316)
Interest expense (2,006) 2,119)
Net loss $ (37) $ (734)

3. Bank Note Payable and Term Note Payable

JPM Term Loan

On October 18, 2017, the Company entered into a First Amendment (the “JPM First Amendment”) to the Credit
Agreement, dated November 30, 2016, among the Company, JPMorgan Chase Bank, N.A., as administrative agent

and lender, and the other lending institutions party thereto (as amended by the JPM First Amendment, the “JPM Credit
Agreement”), which provides a single unsecured bridge loan in the aggregate principal amount of $150 million (the
“JPM Term Loan”) that remains fully advanced and outstanding. The JPM Term Loan has a two year term that matures
on November 30, 2018.

20
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The JPM Term Loan bears interest at either (i) a number of basis points over the Eurodollar Rate depending on the
Company’s credit rating (135.0 basis points over the Eurodollar Rate at March 31, 2018) or (ii) a number of basis
points over the base rate depending on the Company’s credit rating (35.0 basis points over the base rate at March 31,
2018).

Based upon the Company’s credit rating, as of March 31, 2018, the interest rate on the JPM Term Loan was 3.29% per
annum. The weighted average interest rate on the JPM Term Loan during the three months ended March 31, 2018
was approximately 3.01% per annum. The weighted average interest rate on the JPM Term Loan during the year
ended December 31, 2017 was approximately 2.45% per annum.

The JPM Credit Agreement contains customary affirmative and negative covenants for credit facilities of this type,
including limitations with respect to indebtedness, liens, investments, mergers and acquisitions, disposition of assets,
changes in business, certain restricted payments, the requirement to have subsidiaries provide a guaranty in the event
that they incur recourse indebtedness and transactions with affiliates. The JPM Credit Agreement also contains
financial covenants that require the Company to maintain a minimum tangible net worth, a minimum fixed charge
coverage ratio, a maximum secured leverage ratio, a maximum leverage ratio, a maximum unencumbered leverage
ratio, and minimum unsecured interest coverage. The JPM Credit Agreement provides for customary events of default
with corresponding grace periods, including failure to pay any principal or interest when due, certain cross defaults
and a change in control of the Company (as defined in the JPM Credit Agreement). In the event of a default by the
Company, the administrative agent may, and at the request of the requisite number of lenders shall, declare all
obligations under the JPM Credit Agreement immediately due and payable, and enforce any and all rights of the
lenders or administrative agent under the JPM Credit Agreement and related documents. For certain events of default
related to bankruptcy, insolvency, and receivership, all outstanding obligations of the Company will

11
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become immediately due and payable. The Company was in compliance with the JPM Term Loan financial covenants
as of March 31, 2018.

The Company used the net proceeds of the JPM Term Loan to acquire the property located at 600 17th Street, Denver,
Colorado on December 1, 2016 and for other general business purposes.

BMO Term Loan

On July 21, 2016, the Company entered into a First Amendment (the “BMO First Amendment”), and on October 18,
2017, the Company entered into a Second Amendment (the “BMO Second Amendment”), to the Amended and Restated
Credit Agreement dated October 29, 2014, among the Company, the lending institutions party thereto and Bank of
Montreal, as administrative agent (as amended by the BMO First Amendment and the BMO Second Amendment, the
“BMO Credit Agreement”). The BMO Credit Agreement provides for a single, unsecured term loan borrowing in the
amount of $220 million (the “BMO Term Loan”) that remains fully advanced and outstanding. The BMO Term Loan
matures on August 26, 2020. The BMO Credit Agreement also includes an accordion feature that allows up to $50
million of additional loans, subject to receipt of lender commitments and satisfaction of certain customary conditions.

The BMO Term Loan bears interest at either (i) a number of basis points over LIBOR depending on the Company’s
credit rating (165 basis points over LIBOR at March 31, 2018) or (ii) a number of basis points over the base rate
depending on the Company’s credit rating (65 basis points over the base rate at March 31, 2018).

Although the interest rate on the BMO Term Loan is variable under the BMO Credit Agreement, the Company fixed
the base LIBOR interest rate by entering into an interest rate swap agreement. On August 26, 2013, the Company
entered into an ISDA Master Agreement with Bank of Montreal that fixed the base LIBOR interest rate on the BMO
Term Loan at 2.32% per annum for seven years, until the August 26, 2020 maturity date. Accordingly, based upon
the Company’s credit rating, as of March 31, 2018, the effective interest rate on the BMO Term Loan was 3.97% per
annum.

The BMO Credit Agreement contains customary affirmative and negative covenants for credit facilities of this type,
including limitations with respect to indebtedness, liens, investments, mergers and acquisitions, disposition of assets,
changes in business, certain restricted payments, the requirement to have subsidiaries provide a guaranty in the event
that they incur recourse indebtedness and transactions with affiliates. The BMO Credit Agreement also contains
financial covenants that require the Company to maintain a minimum tangible net worth, a maximum leverage ratio, a
maximum secured leverage ratio, a minimum fixed charge coverage ratio, a maximum unencumbered leverage ratio,
and minimum unsecured interest coverage. The BMO Credit Agreement provides for customary events of default with
corresponding grace periods, including failure to pay any principal or interest when due, certain cross defaults and a
change in control of the Company (as defined in the BMO Credit Agreement). In the event of a default by the
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Company, the administrative agent may, and at the request of the requisite number of lenders shall, declare all
obligations under the BMO Credit Agreement immediately due and payable, terminate the lenders’ commitments to
make loans under the BMO Credit Agreement, and enforce any and all rights of the lenders or BMO administrative
agent under the BMO Credit Agreement and related documents. For certain events of default related to bankruptcy,
insolvency, and receivership, the commitments of lenders will be automatically terminated and all outstanding
obligations of the Company will become immediately due and payable. The Company was in compliance with the
BMO Term Loan financial covenants as of March 31, 2018.

The Company may use the proceeds of the loans under the BMO Credit Agreement to finance the acquisition of real
properties and for other permitted investments; to finance investments associated with Sponsored REITs to refinance
or retire indebtedness and for working capital and other general business purposes, in each case to the extent permitted
under the BMO Credit Agreement.

BAML Credit Facility

On July 21, 2016, the Company entered into a First Amendment (the “BAML First Amendment”), and on October 18,
2017, the Company entered into a Second Amendment (the “BAML Second Amendment”), to the Second Amended and
Restated Credit Agreement dated October 29, 2014 among the Company, the lending institutions party thereto and

Bank of America, N.A., as administrative agent, L/C Issuer and Swing Line Lender (as amended by the BAML First
Amendment and the
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BAML Second Amendment, the “BAML Credit Facility”) that continued an existing unsecured revolving line of credit
(the “BAML Revolver”) and an existing term loan (the “BAML Term Loan”).

BAML Revolver Highlights

- The BAML Revolver is for borrowings, at the Company's election, of up to $600 million. Borrowings made
pursuant to the BAML Revolver may be revolving loans, swing line loans or letters of credit, the combined sum of
which may not exceed $600 million outstanding at any time.

- Borrowings made pursuant to the BAML Revolver may be borrowed, repaid and reborrowed from time to time until
the maturity date of January12, 2022. The Company has the right to extend the maturity date of the BAML
Revolver by two additional 6 month periods, or until January 12, 2023, upon payment of a fee and satisfaction of
certain customary conditions.

- The BAML Credit Facility includes an accordion feature that allows for an aggregate amount of up to $500 million
of additional borrowing capacity applicable to the BAML Revolver and/or the BAML Term Loan, subject to receipt
of lender commitments and satisfaction of certain customary conditions.

As of March 31, 2018, there were borrowings of $98 million outstanding under the BAML Revolver. The BAML
Revolver bears interest at either (i) a margin over LIBOR depending on the Company’s credit rating (1.20% over
LIBOR at March 31, 2018) or (ii) a margin over the base rate depending on the Company’s credit rating (