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      The number of outstanding shares of the registrant�s common stock, par value $0.01 per share, as of March 14,
2006 was 46,746,632.

DOCUMENTS INCORPORATED BY REFERENCE
      Portions of the registrant�s Proxy Statement with respect to its May 19, 2006 Annual Meeting of Stockholders to be
filed not later than 120 days after the end of the registrant�s fiscal year are incorporated by reference into Part III
hereof.
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PART I

Item 1. Business
Forward-Looking Statements
      We make statements in this report that are forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995 (set forth in Section 27A of the Securities Act of 1933, as amended, and Section 21E of
the Securities Exchange Act of 1934, as amended). In particular, statements pertaining to our capital resources,
portfolio performance and results of operations contain forward-looking statements. Likewise, our statements
regarding anticipated growth in our funds from operations and anticipated market conditions, demographics and
results of operations are forward-looking statements. Forward-looking statements involve numerous risks and
uncertainties and you should not rely on them as predictions of future events. Forward-looking statements depend on
assumptions, data or methods which may be incorrect or imprecise, and we may not be able to realize them. We do
not guarantee that the transactions and events described will happen as described (or that they will happen at all). You
can identify forward-looking statements by the use of forward-looking terminology such as �believes,� �expects,� �may,�
�will,� �should,� �seeks,� �approximately,� �intends,� �plans,� �estimates� or �anticipates� or the negative of these words and phrases
or similar words or phrases. You can also identify forward-looking statements by discussions of strategy, plans or
intentions. The following factors, among others, could cause actual results and future events to differ materially from
those set forth or contemplated in the forward-looking statements:

� adverse economic or real estate developments in the life science industry or the Boston or California regions,

� general economic conditions,

� our ability to compete effectively,

� defaults on or non-renewal of leases by tenants,

� increased interest rates and operating costs,

� our failure to obtain necessary outside financing,

� our ability to successfully complete real estate acquisitions, developments and dispositions,

� our failure to successfully operate acquired properties and operations,

� our failure to maintain our status as a real estate investment trust, or REIT,

� government approvals, actions and initiatives, including the need for compliance with environmental
requirements,

� financial market fluctuations, and

� changes in real estate and zoning laws and increases in real property tax rates.
      While forward-looking statements reflect our good faith beliefs, they are not guarantees of future performance. We
disclaim any obligation to update or revise any forward-looking statements, whether as a result of new information,
future events or otherwise. For a further discussion of these and other factors that could impact our future results,
performance or transactions, see the section below entitled �Item 1A. Risk Factors.�
General
      As used herein, the terms �we,� �us,� �our� or the �company� refer to BioMed Realty Trust, Inc., a Maryland corporation
and any of our subsidiaries, including BioMed Realty, L.P., a Maryland limited partnership (our �Operating
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Partnership�), and 201 Industrial Road, L.P., our predecessor. We are a REIT focused on acquiring, developing,
owning, leasing and managing laboratory and office space for the life science industry. Our tenants primarily include
biotechnology and pharmaceutical companies, scientific research
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institutions, government agencies and other entities involved in the life science industry. Our properties and primary
acquisition targets are generally located in markets with well established reputations as centers for scientific research,
including Boston, San Diego, San Francisco, Seattle, Maryland, Pennsylvania and New York/ New Jersey.
      We were formed on April 30, 2004 and commenced operations on August 11, 2004, after completing our initial
public offering. Our initial public offering consisted of the sale of 27,000,000 shares of common stock at $15.00 per
share, resulting in gross proceeds of $405.0 million. On August 16, 2004, in connection with the exercise of the
underwriters� over-allotment option, we issued an additional 4,050,000 shares of common stock and received gross
proceeds of $60.8 million. The aggregate proceeds to us, net of underwriting discounts and commissions and offering
costs, were approximately $429.3 million.
      Simultaneously with our initial public offering, we obtained a $100.0 million revolving unsecured credit facility,
which we used to finance acquisitions and for other corporate purposes prior to being replaced on May 31, 2005 with
a $250.0 million revolving unsecured credit facility with KeyBank National Association and other lenders.
      On June 27, 2005, we completed a follow-on common stock offering of 15,122,500 shares at $22.50 per share,
resulting in gross proceeds of $340.3 million. The net proceeds of $324.0 million were used to repay the outstanding
balance on our revolving credit facility, to repay our $100.0 million unsecured term loan, to acquire properties and for
other corporate purposes.
      As of December 31, 2005, we owned or had interests in 39 properties, located principally in Boston, San Diego,
San Francisco, Seattle, Maryland, Pennsylvania and New York/ New Jersey, consisting of 62 buildings with
approximately 4.8 million rentable square feet of laboratory and office space, which was approximately 91.1% leased
to 87 tenants. Of the approximately 423,000 square feet of unleased space, 274,677 square feet, or 64.9% of our
unleased square footage, was under redevelopment. We also owned undeveloped land that we estimate can support up
to 706,000 rentable square feet of laboratory and office space.
      Our senior management team has significant experience in the real estate industry, principally focusing on
properties designed for life science tenants. We operate as a fully integrated, self-administered and self-managed
REIT, providing management, leasing, development and administrative services to our properties. As of February 28,
2006, we had 50 employees.
      Our principal offices are located at 17140 Bernardo Center Drive, Suite 222, San Diego, California 92128. Our
telephone number at that location is (858) 485-9840. Our website is located at www.biomedrealty.com. We make
available through our website our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on
Form 8-K and amendments to such reports filed or furnished pursuant to Sections 13(a) or 15(d) of the Exchange Act
as soon as reasonably practicable after we electronically file such material with, or furnish it to, the Securities and
Exchange Commission. You can also access on our website our Code of Business Conduct and Ethics, Corporate
Governance Guidelines, Audit Committee Charter, Compensation Committee Charter, and Nominating and Corporate
Governance Committee Charter.
2005 Highlights
      On January 11, 2005, we leased 61,826 rentable square feet in phase two of our Industrial Road property, located
south of San Francisco, to Nuvelo, Inc. under a seven-year, triple-net lease. Nektar Therapeutics, an existing tenant at
the property, had leased approximately 46,000 square feet of this space until August 2007, which it had never
occupied. We agreed to terminate Nektar�s lease of its phase two space in exchange for termination payments. Nektar
continues to lease approximately 80,000 square feet of space in phase one of the property, which lease expires in
October 2016.
      On April 19, 2005, we entered into a lease amendment with Centocor, Inc., a subsidiary of Johnson & Johnson.
Under the amendment, Centocor agreed to lease an additional 79,667 rentable square feet at our King of Prussia
property located in Radnor, Pennsylvania through March 31, 2010. The new lease replaced the
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existing portion of the master lease with an affiliate of The Rubenstein Company, the original seller of the property,
with respect to this space. Annualized base rent of $1.3 million and certain tenant reimbursements received under the
new lease have correspondingly reduced the rent received under the master lease.
      On May 31, 2005, we completed the acquisition of a portfolio of eight properties including one parking structure
in Cambridge, Massachusetts, and an additional property in Lebanon, New Hampshire, from The Lyme Timber
Company, an affiliate of Lyme Properties. We refer to these properties as the Cambridge portfolio. The Cambridge
portfolio consists of ten buildings with an aggregate of approximately 1.1 million rentable square feet of laboratory
and office space, which upon acquisition was 96.8% leased with an average remaining term of ten years, and includes
the parking structure with 447 parking spaces. The purchase price was $523.6 million, excluding closing costs, and
was funded through borrowings under three credit facilities with KeyBank National Association and other lenders,
described below, and the assumption of approximately $131.2 million of mortgage indebtedness.
      In order to finance the Cambridge portfolio acquisition and provide additional working capital, on May 31, 2005,
we entered into three credit facilities with KeyBank and other lenders under which we initially borrowed
$485.0 million of a total of $600.0 million available under these facilities. The credit facilities include a senior
unsecured revolving credit facility of $250.0 million, under which we initially borrowed $135.0 million, a senior
unsecured term loan facility of $100.0 million and a senior secured term loan facility of $250.0 million. We borrowed
the full amounts under the senior unsecured term loan and senior secured term loan facilities. We repaid the senior
unsecured term loan with the proceeds of our follow-on offering in June 2005. As of December 31, 2005, we had
$17.0 million outstanding under our unsecured revolving credit facility and $250.0 million of outstanding borrowings
under our senior secured term loan facility.
      In addition to the acquisition of the Cambridge portfolio, during 2005, we acquired 13 properties containing
approximately 978,149 rentable square feet of laboratory and office space that was 73.4% leased at acquisition.
      From our initial public offering through December 31, 2005, we have declared aggregate dividends on our
common stock and distributions on our operating partnership units of $1.4997 per common share and unit,
representing five full quarterly dividends of $0.27 and a partial third quarter 2004 dividend of $0.1497 per common
share and unit.
Subsequent Events
      On January 12, 2006, we completed the acquisition of the land at 530 Fairview Avenue in Seattle, Washington
through our joint venture with an affiliate of EDG Commercial Real Estate. The total purchase price was
approximately $2.7 million, paid in cash. We entered into the joint venture to develop a five-story, 93,000 square-foot
laboratory facility to be named the Fairview Research Center.
      On January 13, 2006, we completed the acquisition of a property located at 900 Uniqema Boulevard in New
Castle, Delaware. The property consists of an 11,293 square-foot single-story laboratory facility. The total purchase
price of approximately $4.7 million was funded with cash and the assumption of approximately $1.8 million of
mortgage indebtedness.
Growth Strategy
      Our success and future growth potential is based upon the unique real estate opportunities within the life science
industry. Our growth strategy is designed to meet the sizable demand and specialized requirements of life science
tenants by leveraging the knowledge and expertise of a management team focused on serving this fast growing
industry.
      Our external growth strategy includes:

� an ability to capitalize on management�s extensive acquisition expertise and extensive industry relationships
among life science tenants, property owners and real estate brokers,
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� a focus on acquiring properties leased to high quality life science tenants at attractive yields with potential upside
through lease-up, redevelopment or additional development,

� the selective development of life science space in target market locations, and

� an emphasis on location of potential acquisitions in relation to academic and research institutions to support
long-term value.

      Our internal growth strategy includes:
� access to cost-effective capital, enabling us to finance tenant improvements and lease available space to high
quality, long-term tenants,

� predictable and consistent earnings growth through annual contractual rent increases,

� close monitoring of our existing tenants to address opportunities to renew, extend or modify existing leases and
find additional expansion opportunities,

� continual evaluation of redevelopment opportunities to convert existing office and warehouse space into
laboratory space, and

� an ability to leverage tenant-financed improvements to encourage tenant renewals or to substantially increase
rental rates at the end of the lease.

Target Markets
      Our target markets � Boston, San Diego, San Francisco, Seattle, Maryland, Pennsylvania, New York/ New Jersey
and research parks near or adjacent to universities � have emerged as the primary hubs for research and development
and production in the life science industry. Each of these markets benefits from the presence of mature life science
companies, which provide scale and stability to the market, as well as academic and university environments and
government entities to contribute innovation, research and personnel to the private sector. In addition, the clustered
research environments within these target markets typically provide a high quality of life for the research
professionals and a fertile ground for new life science ideas and ventures.
Positive Life Science Trends
      We expect continued growth in the life science industry due to several factors:

� the aging of the U.S. population resulting from the transition of baby boomers to senior citizens, which has
increased the demand for new drugs and services,

� the existing high level of, and continuing increase in, research and development expenditures, as represented by a
recent Pharmaceutical Research and Manufacturers of America (PhRMA) survey indicating that research and
development spending by its members climbed to a record $39.4 billion in 2005 from $37 billion in the prior
year, and when combined with non-member companies, totaled a record $51.3 billion in 2005, and

� escalating health care costs, which drive the demand for better drugs, less expensive treatments and more services
in an attempt to manage such costs.

      We are uniquely positioned to benefit from these favorable dynamics, coupled with the corresponding positive
impact on our life science industry tenants.
Experienced Management
      We have created and continue to develop a life science real estate-oriented management team, dedicated to
maximizing current and long-term returns and growth for our stockholders. Our executive officers have acquired,
developed, owned, leased and managed in excess of $1.7 billion in life science real estate. Through this experience,
our management team has established extensive industry relationships among life science
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tenants, property owners and real estate brokers. In addition, our experienced independent board members provide
management with a broad range of knowledge in real estate, the sciences, life science company operations, and large
public company finance and management.
Regulation

General
      Our properties are subject to various laws, ordinances and regulations, including regulations relating to common
areas. We believe that we have the necessary permits and approvals to operate each of our properties.

Americans with Disabilities Act
      Our properties must comply with Title III of the Americans with Disabilities Act, or ADA, to the extent that such
properties are �public accommodations� as defined by the ADA. The ADA may require removal of structural barriers to
access by persons with disabilities in certain public areas of our properties where such removal is readily achievable.
We believe that our properties are in substantial compliance with the ADA and that we will not be required to make
substantial capital expenditures to address the requirements of the ADA. The tenants are generally responsible for any
additional amounts required to conform their construction projects to the ADA. However, noncompliance with the
ADA could result in imposition of fines or an award of damages to private litigants. The obligation to make readily
achievable accommodations is an ongoing one, and we will continue to assess our properties and to make alterations
as appropriate in this respect.

Environmental Matters
      Under various federal, state and local environmental laws and regulations, a current or previous owner, operator or
tenant of real estate may be required to investigate and remove hazardous or toxic substances or petroleum product
releases or threats of releases at such property, and may be held liable for property damage and for investigation,
clean-up and monitoring costs incurred in connection with the actual or threatened contamination. Such laws typically
impose clean-up responsibility and liability without regard to fault, or whether the owner, operator or tenant knew of
or caused the presence of the contamination. The liability under such laws may be joint and several for the full amount
of the investigation, clean-up and monitoring costs incurred or to be incurred or actions to be undertaken, although a
party held jointly and severally liable may obtain contributions from the other identified, solvent, responsible parties
of their fair share toward these costs. These costs may be substantial, and can exceed the value of the property. The
presence of contamination, or the failure to properly remediate contamination, on a property may adversely affect the
ability of the owner, operator or tenant to sell or rent that property or to borrow using such property as collateral, and
may adversely impact our investment on that property.
      Federal regulations require building owners and those exercising control over a building�s management to identify
and warn, via signs and labels, of potential hazards posed by workplace exposure to installed asbestos-containing
materials, or ACMs, and potential ACMs in their building. The regulations also set forth employee training,
record-keeping and due diligence requirements pertaining to ACMs and potential ACMs. Significant fines can be
assessed for violating these regulations. Building owners and those exercising control over a building�s management
may be subject to an increased risk of personal injury lawsuits by workers and others exposed to ACMs and potential
ACMs as a result of these regulations. The regulations may affect the value of a building containing ACMs and
potential ACMs in which we have invested. Federal, state and local laws and regulations also govern the removal,
encapsulation, disturbance, handling and/or disposal of ACMs and potential ACMs when such materials are in poor
condition or in the event of construction, remodeling, renovation or demolition of a building. Such laws may impose
liability for improper handling or a release to the environment of ACMs and potential ACMs and may provide for
fines to, and for third parties to seek recovery from, owners or operators of real properties for personal injury or
improper work exposure associated with ACMs and potential ACMs. See �Risk Factors � Risks Related to the Real
Estate Industry � We could incur significant costs related to governmental regulation and private litigation over
environmental
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matters involving asbestos-containing materials, which could adversely affect our operations, the value of our
properties, and our ability to make distributions to our stockholders� under Item 1A. below.
      Federal, state and local laws and regulations also require removing or upgrading certain underground storage tanks
and regulate the discharge of storm water, wastewater and any water pollutants; the emission of air pollutants; the
generation, management and disposal of hazardous or toxic chemicals, substances or wastes; and workplace health
and safety. Life science industry tenants, including certain of our tenants, engage in various research and development
activities involving the controlled use of hazardous materials, chemicals, biological and radioactive compounds.
Although we believe that the tenants� activities involving such materials comply in all material respects with applicable
laws and regulations, the risk of contamination or injury from these materials cannot be completely eliminated. In the
event of such contamination or injury, we could be held liable for any damages that result, and any such liability could
exceed our resources and our environmental remediation insurance coverage. See �Risk Factors � Risks Related to the
Real Estate Industry � We could incur significant costs related to government regulation and private litigation over
environmental matters involving the presence, discharge or threat of discharge of hazardous or toxic substances,
which could adversely affect our operations, the value of our properties, and our ability to make distributions to our
stockholders� under Item 1A. below.
      In addition, our leases generally provide that (1) the tenant is responsible for all environmental liabilities relating
to the tenant�s operations, (2) we are indemnified for such liabilities and (3) the tenant must comply with all
environmental laws and regulations. Such a contractual arrangement, however, does not eliminate our statutory
liability or preclude claims against us by governmental authorities or persons who are not parties to such an
arrangement. Noncompliance with environmental or health and safety requirements may also result in the need to
cease or alter operations at a property, which could affect the financial health of a tenant and its ability to make lease
payments. In addition, if there is a violation of such a requirement in connection with a tenant�s operations, it is
possible that we, as the owner of the property, could be held accountable by governmental authorities for such
violation and could be required to correct the violation and pay related fines.
      Prior to closing any property acquisition, we obtain environmental assessments in a manner we believe prudent in
order to attempt to identify potential environment concerns at such properties. These assessments are carried out in
accordance with an appropriate level of due diligence and generally include a physical site inspection, a review of
relevant federal, state and local environmental and health agency database records, one or more interviews with
appropriate site-related personnel, review of the property�s chain of title and review of historic aerial photographs and
other information on past uses of the property. We may also conduct limited subsurface investigations and test for
substances of concern where the results of the first phase of the environmental assessments or other information
indicates possible contamination or where our consultants recommend such procedures.
      While we may purchase our properties on an �as is� basis, all of our purchase contracts contain an environmental
contingency clause, which permits us to reject a property because of any environmental hazard at such property. We
receive environmental reports on all prospective properties.
      We believe that our properties comply in all material respects with all federal and state regulations regarding
hazardous or toxic substances and other environmental matters.
Insurance
      We carry comprehensive liability, fire, workers� compensation, extended coverage, terrorism and rental loss
insurance covering all of our properties under a blanket policy, except with respect to property and fire insurance on
our McKellar Court and Science Center Drive properties, which is carried directly by the tenants. We believe the
policy specifications and insured limits are appropriate given the relative risk of loss, the cost of the coverage and
industry practice. We do not carry insurance for generally uninsurable losses such as loss from riots or acts of God.
We also carry environmental remediation insurance for our properties. This insurance, subject to certain exclusions
and deductibles, covers the cost to remediate environmental damage caused by future spills or the historic presence of
previously undiscovered hazardous substances. We intend to carry similar insurance with respect to future acquisitions
as appropriate. Our properties located in the

6

Edgar Filing: BioMed Realty Trust Inc - Form 10-K

Table of Contents 12



Edgar Filing: BioMed Realty Trust Inc - Form 10-K

Table of Contents 13



Table of Contents

San Diego, San Francisco and Seattle areas are subject to earthquakes. We presently carry earthquake insurance on
our Industrial Road property in San Francisco and on our east coast properties, but do not carry earthquake insurance
on our other properties in San Francisco or on our properties in San Diego or Seattle. The amount of earthquake
insurance coverage we do carry may not be sufficient to fully cover losses from earthquakes. In addition, we may
discontinue earthquake, terrorism or other insurance, or may elect not to procure such insurance, on some or all of our
properties in the future if the cost of premiums for any of these policies exceeds, in our judgment, the value of the
coverage discounted for the risk of loss. See �Risk Factors � Risks Related to the Real Estate Industry � Uninsured and
underinsured losses could adversely affect our operating results and our ability to make distributions to our
stockholders� under Item 1A. below. However, we believe that all of our properties are adequately insured, consistent
with industry standards.
Competition
      We are one of only two publicly traded entities focusing primarily on the acquisition, management, expansion and
selective development of properties designed for life science tenants (the other such entity being Alexandria Real
Estate Equities, Inc.). However, various entities, including other REITs, such as health care REITs and suburban
office property REITs, pension funds, insurance companies, investment funds and companies, partnerships, and
developers invest in properties occupied by life science tenants and therefore compete for investment opportunities
with us. Because properties designed for life science tenants typically contain improvements that are specific to
tenants operating in the life science industry, we believe that we will be able to maximize returns on investments as a
result of:

� our expertise in understanding the real estate needs of life science industry tenants,

� our ability to identify, acquire and develop properties with generic laboratory infrastructure that appeal to a wide
range of life science industry tenants, and

� our expertise in identifying and evaluating life science industry tenants.
      However, many of our competitors have greater financial resources than we do and may be able to accept more
risks, including risks with respect to the creditworthiness of a tenant or the geographic proximity of its investments. In
the future, competition from these entities may reduce the number of suitable investment opportunities offered to us or
increase the bargaining power of property owners seeking to sell. Further, as a result of their greater resources, those
entities may have more flexibility than we do in their ability to offer rental concessions to attract tenants. These
concessions could put pressure on our ability to maintain or raise rents and could adversely affect our ability to attract
or retain tenants. Additionally, our ability to compete depends upon, among other factors, trends of the national and
local economies, investment alternatives, financial condition and operating results of current and prospective tenants,
availability and cost of capital, construction and renovation costs, taxes, governmental regulations, legislation and
population trends.
Foreign Operations
      We do not engage in any foreign operations or derive any revenue from foreign sources.
Segment Financial Information
      Financial information by segment is presented in Note 11 to the consolidated financial statements in Item 8 of this
report.
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Item 1A.     Risk Factors
Risks Related to Our Properties, Our Business and Our Growth Strategy
 Because we lease our properties to a limited number of tenants, and to the extent we depend on a limited

number of tenants in the future, the inability of any single tenant to make its lease payments could adversely
affect our business and our ability to make distributions to our stockholders.
      As of December 31, 2005, we had 87 tenants in 39 properties. Two of our tenants, Vertex Pharmaceuticals and
Genzyme Corporation, represented 15.8% and 10.5%, respectively, of our consolidated rental revenues for the year
ended December 31, 2005, and 12.3% and 7.2%, respectively, of our total leased rentable square footage. While we
evaluate the creditworthiness of our tenants by reviewing available financial and other pertinent information, there can
be no assurance that any tenant will be able to make timely rental payments or avoid defaulting under its lease. If a
tenant defaults, we may experience delays in enforcing our rights as landlord and may incur substantial costs in
protecting our investment. Because we depend on rental payments from a limited number of tenants, the inability of
any single tenant to make its lease payments could adversely affect us and our ability to make distributions to our
stockholders.

 Tenants in the life science industry face high levels of regulation, expense and uncertainty that may
adversely affect their ability to pay us rent and consequently adversely affect our business.
      Life science entities comprise the vast majority of our tenant base. Because of our dependence on a single
industry, adverse conditions affecting that industry will more adversely affect our business, and thus our ability to
make distributions to our stockholders, than if our business strategy included a more diverse tenant base. Life science
industry tenants, particularly those involved in developing and marketing drugs and drug delivery technologies, fail
from time to time as a result of various factors. Many of these factors are particular to the life science industry. For
example:

� Our tenants require significant outlays of funds for the research and development and clinical testing of their
products and technologies. If private investors, the government or other sources of funding are unavailable to
support such development, a tenant�s business may fail.

� The research and development, clinical testing, manufacture and marketing of some of our tenants� products
require federal, state and foreign regulatory approvals. The approval process is typically long, expensive and
uncertain. Even if our tenants have sufficient funds to seek approvals, one or all of their products may fail to
obtain the required regulatory approvals on a timely basis or at all. Furthermore, our tenants may only have a
small number of products under development. If one product fails to receive the required approvals at any stage
of development, it could significantly adversely affect our tenant�s entire business and its ability to pay rent.

� Our tenants with marketable products may be adversely affected by health care reform efforts and the
reimbursement policies of government or private health care payors.

� Our tenants may be unable to adequately protect their intellectual property under patent, copyright or trade secret
laws. Failure to do so could jeopardize their ability to profit from their efforts and to protect their products from
competition.

� Collaborative relationships with other life science entities may be crucial to the development, manufacturing,
distribution or marketing of our tenants� products. If these other entities fail to fulfill their obligations under these
collaborative arrangements, our tenants� businesses will suffer.

      We cannot assure you that our tenants in the life science industry will be successful in their businesses. If our
tenants� businesses are adversely affected, they may have difficulty paying us rent.
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 Because particular upgrades are required for life science tenants, improvements to our properties involve
greater expenditures than traditional office space, which costs may not be covered by the rents our tenants pay.
      The improvements generally required for our properties� infrastructure are more costly than for other property
types. Typical infrastructural improvements include the following:

� reinforced concrete floors,

� upgraded roof structures for greater load capacity,

� increased floor-to-ceiling clear heights,

� heavy-duty HVAC systems,

� enhanced environmental control technology,

� significantly upgraded electrical, gas and plumbing infrastructure, and

� laboratory benchwork.
      Our tenants generally pay higher rent on our properties than tenants in traditional office space. However, we
cannot assure you that our tenants will continue to do so in the future or that the rents paid will cover the additional
costs of upgrading the properties.

 Because of the unique and specific improvements required for our life science tenants, we may be required
to incur substantial renovation costs to make our properties suitable for other life science tenants or other
office tenants, which could adversely affect our operating performance.
      We acquire or develop properties that include laboratory space and other features that we believe are generally
desirable for life science industry tenants. However, different life science industry tenants may require different
features in their properties, depending on each tenant�s particular focus within the life science industry. If a current
tenant is unable to pay rent and vacates a property, we may incur substantial expenditures to modify the property
before we are able to re-lease the space to another life science industry tenant. This could hurt our operating
performance and the value of your investment. Also, if the property needs to be renovated to accommodate multiple
tenants, we may incur substantial expenditures before we are able to re-lease the space.
      Additionally, our properties may not be suitable for lease to traditional office tenants without significant
expenditures or renovations. Accordingly, any downturn in the life science industry may have a substantial negative
impact on our properties� values.

 The geographic concentration of our properties in Boston and California makes our business particularly
vulnerable to adverse conditions affecting these markets.
      Ten of our 39 properties are located in the Boston area. As of December 31, 2005, these properties represented
39.6% of our annualized base rent and 26.3% of our total leased rentable square footage. In addition, 16 of our 39
properties are located in California, with nine in San Diego and seven in San Francisco. As of December 31, 2005,
these properties represented 26.7% of our annualized base rent and 32.0% of our total leased rentable square footage.
Because of this concentration in two geographic regions, we are particularly vulnerable to adverse conditions affecting
Boston and California, including general economic conditions, increased competition, a downturn in the local life
science industry, real estate conditions, terrorist attacks, earthquakes (with respect to California) and other natural
disasters occurring in these regions. In addition, we cannot assure you that these markets will continue to grow or
remain favorable to the life science industry. The performance of the life science industry and the economy in general
in these geographic markets may affect occupancy, market rental rates and expenses, and thus may affect our
performance and the value of our properties. We are also subject to greater risk of loss from earthquakes because of
our properties� concentration in California. The close proximity of our seven properties in San Francisco to a fault line
makes them more vulnerable to earthquakes than properties in many other parts of the country.
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 Our tax indemnification and debt maintenance obligations require us to make payments if we sell certain
properties or repay certain debt, which could limit our operating flexibility.
      In our formation transactions, our executive officers, Alan D. Gold, Gary A. Kreitzer, John F. Wilson, II and
Matthew G. McDevitt, and certain other individuals contributed six properties to our operating partnership. If we were
to dispose of these contributed assets in a taxable transaction, Messrs. Gold, Kreitzer, Wilson and McDevitt and the
other contributors of those assets would suffer adverse tax consequences. In connection with these contribution
transactions, we agreed to indemnify those contributors against such adverse tax consequences for a period of ten
years. This indemnification will help those contributors to preserve their tax positions after their contributions. The tax
indemnification provisions were not negotiated in an arm�s length transaction but were determined by our management
team. We have also agreed to use reasonable best efforts consistent with our fiduciary duties to maintain at least
$8.0 million of debt, some of which must be property specific, that the contributors can guarantee in order to defer any
taxable gain they may incur if our operating partnership repays existing debt. These tax indemnification and debt
maintenance obligations may affect the way in which we conduct our business. During the indemnification period,
these obligations may impact the timing and circumstances under which we sell the contributed properties or interests
in entities holding the properties. For example, these tax indemnification payments could effectively reduce or
eliminate any gain we might otherwise realize upon the sale or other disposition of the related properties. Accordingly,
even if market conditions might otherwise dictate that it would be desirable to dispose of these properties, the
existence of the tax indemnification obligations could result in a decision to retain the properties in our portfolio to
avoid having to pay the tax indemnity payments. The existence of the debt maintenance obligations could require us to
maintain debt at a higher level than we might otherwise choose. Higher debt levels could adversely affect our ability
to make distributions to our stockholders.
      While we may seek to enter into tax-efficient joint ventures with third-party investors, we currently have no
intention of disposing of these properties or interests in entities holding the properties in transactions that would
trigger our tax indemnification obligations. The involuntary condemnation of one or more of these properties during
the indemnification period could, however, trigger the tax indemnification obligations described above. The tax
indemnity would equal the amount of the federal and state income tax liability the contributor would incur with
respect to the gain allocated to the contributor. The calculation of the indemnity payment would not be reduced due to
the time value of money or the time remaining within the indemnification period. The terms of the contribution
agreements also require us to gross up the tax indemnity payment for the amount of income taxes due as a result of the
tax indemnity payment. Messrs. Gold, Kreitzer, Wilson and McDevitt are potential recipients of these indemnification
payments. Because of these potential payments their personal interests may diverge from those of our stockholders.

 We have a limited operating history as a REIT and as a public company and may not be successful in
operating as a public REIT, which may adversely affect our ability to make distributions to stockholders.
      We were formed in April 2004 and have a limited operating history as a REIT and as a public company. Our board
of directors and executive officers have overall responsibility for our management, but only our Chief Executive
Officer, Executive Vice President and one of our independent directors have prior experience in operating a business
in accordance with the requirements of the Internal Revenue Code of 1986, as amended, or the Code, for maintaining
qualification as a REIT. We cannot assure you that our management team�s past experience will be sufficient to
operate our company successfully as a REIT or as a public company. Failure to maintain REIT status would have an
adverse effect on our cash available for distribution to stockholders and would adversely affect the price of our
common stock.

 Our expansion strategy may not yield the returns expected, may result in disruptions to our business, may
strain our management resources and may adversely affect our operations.
      We own properties principally in Boston, San Diego, San Francisco, Seattle, Maryland, Pennsylvania and New
York/ New Jersey, each of which is currently a leading market in the United States for the life science industry. We
cannot assure you that these markets will remain favorable to the life science industry, that these markets will continue
to grow or that we will be successful expanding in these markets.
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      In addition to the 13 properties we acquired in connection with our initial public offering, we have acquired an
additional 26 properties, and we expect to continue to expand. This anticipated growth will require substantial
attention from our existing management team, which may divert management�s attention from our current properties.
Implementing our growth plan will also require that we expand our management and staff with qualified and
experienced personnel and that we implement administrative, accounting and operational systems sufficient to
integrate new properties into our portfolio. We also must manage future property acquisitions without incurring
unanticipated costs or disrupting the operations at our existing properties. Managing new properties requires a focus
on leasing and retaining tenants. If we fail to successfully integrate future acquisitions into our portfolio, or if newly
acquired properties fail to perform as we expect, our results of operations, financial condition and ability to pay
distributions could suffer.

 We may be unable to acquire, develop or operate new properties successfully, which could harm our
financial condition and ability to pay distributions to our stockholders.
      We continue to evaluate the market for available properties and may acquire office, laboratory and other properties
when opportunities exist. We also may develop or substantially renovate office and other properties. Acquisition,
development and renovation activities are subject to significant risks, including:

� changing market conditions, including competition from others, may diminish our opportunities for acquiring a
desired property on favorable terms or at all. Even if we enter into agreements for the acquisition of properties,
these agreements are subject to customary conditions to closing, including completion of due diligence
investigations to our satisfaction,

� we may be unable to obtain financing on favorable terms (or at all),

� we may spend more time or money than we budget to improve or renovate acquired properties or to develop new
properties,

� we may be unable to quickly and efficiently integrate new properties, particularly if we acquire portfolios of
properties, into our existing operations,

� market conditions may result in higher than expected vacancy rates and lower than expected rental rates,

� if we develop properties, we may encounter delays or refusals in obtaining all necessary zoning, land use,
building, occupancy and other required governmental permits and authorizations,

� we are less familiar with the development of properties in markets outside of California,

� acquired and developed properties may have defects we do not discover through our inspection processes,
including latent defects that may not reveal themselves until many years after we put a property in service, and

� we may acquire land, properties or entities owning properties which are subject to liabilities and for which, in the
case of unknown liabilities, we may have limited or no recourse.

      The realization of any of the above risks could significantly and adversely affect our financial condition, results of
operations, cash flow, per share trading price of our common stock, ability to satisfy our debt service obligations and
ability to pay distributions to our stockholders.

 Our success depends on key personnel with extensive experience dealing with the real estate needs of life
science tenants, and the loss of these key personnel could threaten our ability to operate our business
successfully.
      Our future success depends, to a significant extent, on the continued services of our management team. In
particular, we depend on the efforts of Mr. Gold, our Chairman, President and Chief Executive Officer, Mr. Kreitzer,
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Mr. McDevitt, our Regional Executive Vice President. Among the reasons that Messrs. Gold, Kreitzer, Wilson and
McDevitt are important to our success is that each has a national or regional reputation in the life science industry
based on their extensive real estate experience in dealing with life science tenants
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and properties. Each member of our management team has developed informal relationships through past business
dealings with numerous members of the scientific community, life science investors, current and prospective life
science industry tenants, and real estate brokers. We expect that their reputations will continue to attract business and
investment opportunities before the active marketing of properties and will assist us in negotiations with lenders,
existing and potential tenants, and industry personnel. If we lost their services, our relationships with such lenders,
existing and prospective tenants, and industry personnel could suffer. We have entered into employment agreements
with each of Messrs. Gold, Kreitzer, Wilson and McDevitt, but we cannot guarantee that they will not terminate their
employment prior to the end of the term.

 The bankruptcy of a tenant may adversely affect the income produced by and the value of our properties.
      The bankruptcy or insolvency of a tenant may adversely affect the income produced by our properties. If any
tenant becomes a debtor in a case under the Bankruptcy Code, we cannot evict the tenant solely because of the
bankruptcy. The bankruptcy court also might authorize the tenant to reject and terminate its lease with us, which
would generally result in any unpaid, pre-bankruptcy rent being treated as an unsecured claim. In addition, our claim
against the tenant for unpaid, future rent would be subject to a statutory cap equal to the greater of (1) one year of rent
or (2) 15% of the remaining rent on the lease (not to exceed three years of rent). This cap might be substantially less
than the remaining rent actually owed under the lease. Additionally, a Bankruptcy Court may require us to turn over to
the estate all or a portion of any deposits, amounts in escrow, or prepaid rents. Our claim for unpaid, pre-bankruptcy
rent, our lease termination damages and claims relating to damages for which we hold deposits or other amounts that
we were forced to repay would likely not be paid in full.

 Compliance with changing regulation of corporate governance and public disclosure may result in
additional expenses and may have a negative impact on our business.
      Changing laws, regulations and standards relating to corporate governance and public disclosure, including the
Sarbanes-Oxley Act of 2002 and new rules and regulations of the Securities and Exchange Commission and the New
York Stock Exchange, or NYSE, are creating uncertainty for companies such as ours. These new or changed laws,
regulations and standards are subject to varying interpretations in many cases due to their lack of specificity, and as a
result, their application in practice may evolve over time as new guidance is provided by regulatory and governing
bodies, which could result in continuing uncertainty regarding compliance matters and higher costs necessitated by
ongoing revisions to disclosure and governance practices. Our efforts to comply with evolving laws, regulations and
standards have resulted in, and are likely to continue to result in, increased general and administrative expenses and a
diversion of management time and attention from revenue-generating activities to compliance activities. In particular,
our efforts to comply with Section 404 of the Sarbanes-Oxley Act of 2002 and the related regulations regarding our
required assessment of our internal control over financial reporting and our external auditors� audit of that assessment
has required the commitment of significant financial and managerial resources. We expect these efforts to require the
continued commitment of significant resources. Further, our board members, Chief Executive Officer and Chief
Financial Officer could face an increased risk of personal liability in connection with the performance of their duties.
As a result, we may have difficulty attracting and retaining qualified board members and executive officers, which
could harm our business. If our efforts to comply with new or changed laws, regulations and standards differ from the
activities intended by regulatory or governing bodies due to ambiguities related to practice, our reputation may be
harmed.

 Future acts of terrorism or war or the risk of war may have a negative impact on our business.
      The continued threat of terrorism and the potential for military action and heightened security measures in
response to this threat may cause significant disruption to commerce. There can be no assurance that the armed
hostilities will not escalate or that these terrorist attacks, or the United States� responses to them, will not lead to
further acts of terrorism and civil disturbances, which may further contribute to economic instability. Any armed
conflict, civil unrest or additional terrorist activities, and the attendant political instability and societal disruption, may
adversely affect our results of operations, financial condition and future growth.
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Risks Related to the Real Estate Industry
 Significant competition may decrease or prevent increases in our properties� occupancy and rental rates and

may reduce our investment opportunities.
      We are one of only two publicly traded entities focusing primarily on the acquisition, management, expansion and
selective development of properties designed for life science tenants. However, various entities, including other
REITs, such as health care REITs and suburban office property REITs, pension funds, insurance companies,
investment funds and companies, partnerships, and developers invest in properties containing life science tenants and
therefore compete for investment opportunities with us. Many of these entities have substantially greater financial
resources than we do and may be able to accept more risk than we can prudently manage, including risks with respect
to the creditworthiness of a tenant or the geographic location of its investments. In the future, competition from these
entities may reduce the number of suitable investment opportunities offered to us or increase the bargaining power of
property owners seeking to sell. Further, as a result of their greater resources, those entities may have more flexibility
than we do in their ability to offer rental concessions to attract tenants. This could put pressure on our ability to
maintain or raise rents and could adversely affect our ability to attract or retain tenants. As a result, our financial
condition, results of operations, cash flow, per share trading price of our common stock, ability to satisfy our debt
service obligations and ability to pay distributions to our stockholders may be adversely affected.

 Uninsured and underinsured losses could adversely affect our operating results and our ability to make
distributions to our stockholders.
      We carry comprehensive liability, fire, workers� compensation, extended coverage, terrorism and rental loss
insurance covering all of our properties under a blanket policy, except with respect to property and fire insurance on
our McKellar Court and Science Center Drive properties, which is carried directly by the tenants. We believe the
policy specifications and insured limits are appropriate given the relative risk of loss, the cost of the coverage and
industry practice. We also carry environmental remediation insurance for our properties. This insurance, subject to
certain exclusions and deductibles, covers the cost to remediate environmental damage caused by unintentional future
spills or the historic presence of previously undiscovered hazardous substances. We intend to carry similar insurance
with respect to future acquisitions as appropriate. We do not carry insurance for generally uninsurable losses such as
loss from riots or acts of God. A substantial portion of our properties are located in San Diego and San Francisco,
California and Seattle, Washington, areas especially subject to earthquakes. We presently carry earthquake insurance
on our Industrial Road property in San Francisco and on our east coast properties, but do not carry earthquake
insurance on our other properties in San Francisco or on our properties in San Diego or Seattle. The amount of
earthquake insurance coverage we do carry may not be sufficient to fully cover losses from earthquakes. In addition,
we may discontinue earthquake, terrorism or other insurance, or may elect not to procure such insurance, on some or
all of our properties in the future if the cost of premiums for any of these policies exceeds, in our judgment, the value
of the coverage discounted for the risk of loss.
      If we experience a loss that is uninsured or that exceeds policy limits, we could lose the capital invested in the
damaged properties as well as the anticipated future cash flows from those properties. In addition, if the damaged
properties are subject to recourse indebtedness, we would continue to be liable for the indebtedness, even if these
properties were irreparably damaged.

 Our performance and value are subject to risks associated with the ownership and operation of real estate
assets and with factors affecting the real estate industry.
      Our ability to make expected distributions to our stockholders depends on our ability to generate revenues in
excess of expenses, our scheduled principal payments on debt and our capital expenditure requirements. Events and
conditions that are beyond our control may decrease our cash available for distribution and the value of our properties.
These events include:

� local oversupply, increased competition or reduced demand for life science office and laboratory space,

� inability to collect rent from tenants,
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� vacancies or our inability to rent space on favorable terms,

� increased operating costs, including insurance premiums, utilities and real estate taxes,

� the ongoing need for capital improvements, particularly in older structures,

� costs of complying with changes in governmental regulations, including tax laws,

� the relative illiquidity of real estate investments,

� changing submarket demographics, and

� civil unrest, acts of war and natural disasters, including earthquakes, floods and fires, which may result in
uninsured and underinsured losses.

      In addition, we could experience a general decline in rents or an increased incidence of defaults under existing
leases if any of the following occur:

� periods of economic slowdown or recession,

� rising interest rates,

� declining demand for real estate, or

� the public perception that any of these events may occur.
      Any of these events could adversely affect our financial condition, results of operations, cash flow, per share
trading price of our common stock, ability to satisfy our debt service obligations and ability to pay distributions to our
stockholders.

 Illiquidity of real estate investments may make it difficult for us to sell properties in response to market
conditions and could harm our financial condition and ability to make distributions.
      Equity real estate investments are relatively illiquid and therefore will tend to limit our ability to vary our portfolio
promptly in response to changing economic or other conditions. To the extent the properties are not subject to
triple-net leases, some significant expenditures such as real estate taxes and maintenance costs are generally not
reduced when circumstances cause a reduction in income from the investment. Should these events occur, our income
and funds available for distribution could be adversely affected. Furthermore, our Landmark at Eastview property is
subject to a ground lease until certain property subdivisions are completed, at which time the ground lease will
terminate and we will obtain fee simple title to the property. If those subdivisions are not completed, the property will
remain subject to the ground lease, which could make it more difficult to sell the property. In addition, our Colorow
Drive property is subject to a ground lease, which could make it more difficult to sell the property. If any of the
parking leases or licenses associated with our Cambridge portfolio were to expire, or if we were unable to assign these
leases to a buyer, it would be more difficult for us to sell these properties and would adversely affect our ability to
retain current tenants or attract new tenants at these properties. In addition, REIT requirements may subject us to a
100% tax on gain recognized from the sale of property if the property is considered to be held primarily for sale to
customers in the ordinary course of our business. To prevent these taxes, we may comply with safe harbor rules
relating to the number of properties sold in a year, how long we owned the properties, their tax bases and the cost of
improvements made to those properties. However, we can provide no assurance that we will be able to successfully
comply with these safe harbors. If compliance is possible, the safe harbor rules may restrict our ability to sell assets in
the future and achieve liquidity that may be necessary to fund distributions.

 We may be unable to renew leases, lease vacant space or re-lease space as leases expire, which could
adversely affect our business and our ability to pay distributions to our stockholders.
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      If we cannot renew leases, we may be unable to re-lease our properties at rates equal to or above the current rate.
Even if we can renew leases, tenants may be able to negotiate lower rates as a result of market conditions. Market
conditions may also hinder our ability to lease vacant space in newly developed properties. In addition, we may enter
into or acquire leases for properties that are specially suited to the needs of a particular tenant. Such properties may
require renovations, tenant improvements or other concessions in order
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to lease them to other tenants if the initial leases terminate. Any of these factors could adversely impact our financial
condition, results of operations, cash flow, per share trading price of our common stock, our ability to satisfy our debt
service obligations and our ability to pay distributions to our stockholders.

 We could incur significant costs related to government regulation and private litigation over environmental
matters involving the presence, discharge or threat of discharge of hazardous or toxic substances, which could
adversely affect our operations, the value of our properties, and our ability to make distributions to our
stockholders.
      Our properties may be subject to environmental liabilities. Under various federal, state and local laws, a current or
previous owner, operator or tenant of real estate can face liability for environmental contamination created by the
presence, discharge or threat of discharge of hazardous or toxic substances. Liabilities can include the cost to
investigate, clean up and monitor the actual or threatened contamination and damages caused by the contamination (or
threatened contamination). Environmental laws typically impose such liability regardless of:

� our knowledge of the contamination,

� the timing of the contamination,

� the cause of the contamination, or

� the party responsible for the contamination.
      The liability under such laws may be strict, joint and several, meaning that we may be liable regardless of whether
we knew of, or were responsible for, the presence of the contaminants, and the government entity or private party may
seek recovery of the entire amount from us even if there are other responsible parties. Liabilities associated with
environmental conditions may be significant and can sometimes exceed the value of the affected property. The
presence of hazardous substances on a property may adversely affect our ability to sell or rent that property or to
borrow using that property as collateral.
      Some of our properties have had contamination in the past that required cleanup. We believe the contamination
has been effectively remediated, and that any remaining contamination either does not require remediation or that the
costs associated with such remediation will not be material. However, we cannot guarantee that such contamination
does not continue to pose a threat to the environment or that we will not have continued liability in connection with
such prior contamination. Our Kendall Square A and Kendall Square D properties are located on the site of a former
manufactured gas plant. Various remedial actions were performed on these properties, including soil stabilization to
control the spread of oil and hazardous materials in the soil. Another of our properties, Elliott Avenue, has known soil
contamination beneath a portion of the building located on the property. Based on environmental consultant reports,
management does not believe any remediation would be required unless major structural changes were made to the
building that resulted in the soil becoming exposed. We do not expect these matters to materially adversely affect such
properties� value or the cash flows related to such properties, but we can provide no assurances to that effect.
      Environmental laws also:

� may require the removal or upgrade of underground storage tanks,

� regulate storm water, wastewater and water pollutant discharge,

� regulate air pollutant emissions,

� regulate hazardous materials generation, management and disposal, and

� regulate workplace health and safety.
      Life science industry tenants, our primary tenant industry focus, frequently use hazardous materials, chemicals,
heavy metals, and biological and radioactive compounds. Our tenants� controlled use of these materials subjects us and
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byproducts of those materials. We are unaware of any of our existing tenants
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