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Liberty Property Trust

of

Events

the

Year

January o Liberty announces that chairman, CEO and president June

Bill Rouse is to be treated for lung cancer.

February o Liberty begins construction of a 175,000 square foot
build-to-suit office in Mt. Laurel, NJ for Cendant Mortgage.

o Liberty breaks ground on the Plaza at PPL Center; a 252,000
square foot headquarters for PPL Corporation’s EnergyPlus

o Liberty breaks ground on a 15,000 square foot flex building
for MicoLumen, Inc. in Tampa, Florida.

o Liberty breaks ground on a 76,000 square foot distribution
building for Stihl Southeast, Inc. in Orlando, Florida, and a
15,000 square foot expansion project for Crown Cork & Seal
in Belcamp, Maryland.

operation. The eight-story office building features a dramatic July

center atrium, ground-floor retail space and a half-acre public
plaza. In addition to anchoring the revitalization of Allentown,

o Liberty calls its outstanding 8.80% Series A Cumulative
Redeemable Preferred Shares.

Pennsylvania’s downtown, the building has been designed August

to achieve a coveted LEED (Leadership in Energy and

o Liberty sells $150 million principal amount of 6.375% senior
unsecured notes due 2012.

Environmental Design) gold standard designation for
energy and management efficiency.

September  Liberty raises its dividend on common shares by 1.7%.

October

March o William P Hankowsky is promoted from executive vice

president to president.

April o The National Real Estate Customer Service Awards Program

names Liberty “Best in Industry” for customer service.

o Liberty’ Jacksonville team is recognized for excellence in

o Liberty opens an office in Houston, Texas to manage and grow
its million square foot local portfolio of industrial properties.

o A partnership of Liberty and Synterra Partners is selected by
the Philadelphia Industrial Development Corporation to develop
a 70-acre parcel at the Philadelphia Navy Base. Liberty/Synterra
plans to build up to 1.1 million square feet of office space.

property management by BOMA for Office Building of the
Year and Property Manager of the Year in the Southeast.

o Demolition of existing structures begins at 17th and
John E Kennedy Boulevard in center city, Philadelphia,
for a proposed project which would include two office
buildings, multiple public spaces, and a new gateway to
the Suburban Station rail concourse. Liberty expects to
commence construction on the first tower when significant
pre-leasing is achieved.

November o Liberty enters its first major joint venture, with Public

Employees’ Retirement Association of Colorado (Colorado
PERA), consisting of Liberty’s southern New Jersey industrial
portfolio. Liberty sells or contributes 28 distribution buildings
totaling 3.1 million square feet and 43 acres of developable
land, valued at $123 million. Liberty retains a 25% ownership
position in the venture, and realized proceeds of approximately
$109 million from the transaction. Liberty will receive
development, leasing and property management fees.

May o Liberty breaks ground on a 108,000 square foot
distribution building for HT Lyons, Inc. in the

Lehigh Valley, Pennsylvania.

December o Liberty is added to the Standard & Poor’s Midcap 400 Index.

o Liberty finishes the year having leased nearly 10 million
square feet of space.

January,
2003

RS TES

FOR CUSTOMER SERVICE EXCELLENCE |

o Bill Rouse resigns his position as chief executive officer, but
remains chairman of the board of trustees. Bill Hankowsky
is named CEO.

Company Profile

Liberty Property Trust (NYSE:LRY) is a leading commercial real estate company
that develops, acquires and manages quality office and industrial properties in the
United States and Europe. Liberty’s 51 million square foot portfolio provides
extraordinary work environments for nearly 2,000 companies.




Liberty Property

Trust

Financial

Highlights

(in thousands except per share amounts

As of and for the year ended December 31,

and number of properties) 2002 2001 2000 1999 1998
‘ .
Total Revenue i $ . $ 582912 $ 530,126 S 470,018 $ 386421
I
Net Income L § 969,665 i $ 166,537 $ 159271 $ 141324 $ 108,615
Net Income per share ! $ 202 | % 2.15 $ 217 $ 1.95 $ 1.59
Depreciation and amortization 148 137 1.35 1.24 1.08
Loss (gain) on disposition of properties @.06 (0.03) 027 (0.20) 0.02
Extraordina{'y [tems ° - 0.03 0.02 -
Convertible debentures 1 - (0.02) (0.04) (0.05) (0.05)
Minority interest share of addbacks ! (©08) (0.05) 0.07) 0.07) (0.09)
FEQ per share $ 345 $ 3.42 $ 3.17 $ 2.89 $ 2.56
Dividends paid per share $ 237 % 2.30 $ 2,13 $ 1.87 $ 1.71
Number of properties owned 6521 645 652 634 608
Square feet of properties owned 51,062 49,771 48216 46,219 44,168
Total Assets - 53627061 $3,552.825 $3,396.355 $3,118,133 $2,931,408
J i
Market Capitalization L SASEARAB | $4,308954 $4,019,455 $3,480.649 $3,294,534
(1) Reflects increase in dividend effective as of third quarter. Current annualized dividend rate is $2.40.
i Tetel Revenue Punde from Qperaticns Net lneeme T
e s P il RIS IV RO
$3.42
T $2.17| $2.15
$1.95 $2.02
$1.59
‘981 ‘99 00| 'O ‘02
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A Message From Our Chairman

The letter that follows this note comes from our new chief executive officer;
Bill Hankowsky. I wanted to take this opportunity to speak a little bit of my
own mind before turning things over to Bill.

On the first workday of 2002, we came in, got our cups of coffee, and then
announced that I had lung cancer. Subsequently, I've been irradiated and
chemotherapied and medicated and all sorts of other things and I am still here.
Just as important as all the medical stuff thrown at me has been your support,
which has been more than I had ever expected or had any right to expect.

It has meant more to me than you will ever know. Thank you.

Although I made it clear to my doctors that their mission was to see that

[ live forever, we needed to make sure Liberty was prepared to deal with any
potential outcome. Our board of trustees, consistent with our ongoing focus on
succession, put in place a transition management plan which culminated in
Bill’s being named CEO in January of this year.

If magic powers were bestowed upon me, I could not conjure up a better
person to lead this company. The board made the appointment, but the
nomination was made by our employees, who have embraced Bill as if he
had been here since 1972. In a company sometimes cited for its “unique
culture,” this is incredibly important.

In a year when the actions of some companies led to efforts to legislate
integrity, I am profoundly proud of our independent board, our caring and
dedicated employees, and our culture of openness and candor. I guarantee
that these qualities will only be strengthened under Bill’s stewardship.

I'd also like to thank Joe Denny for the contribution he has made to our
board over the past nine years. In order to maintain our low level of insider
board participation, Joe has volunteered to yield his board seat so that

Bill Hankowsky may stand for election. Joe will remain active in the
company as head of strategic initiatives.

Best regards,
g >

Willard G. Rouse 111

Chairman

2 Liberty Property Trust

To Our Shareholders

In 2002, real estate investment trusts
continued to provide investors with
stability, high yield and very auractive
total returns versus competing invest-
ment choices. Your investment in Liberty
Property Trust provided this and more.
In a very difficult operating environment,
we were able to grow revenue and

funds from operations, and provide our
shareholders a 15% total return, solidly
outperforming the REIT indexes and
obviously outperforming the broader

market indexes.

The business environment

It was, and continues to be, rough
terrain. Not only has the nation been
plagued by corporate downsizing,
consolidation, and bankruptcies, but
many companies had over-leased space
to accommodate expansion plans that
have now been halted. The result was a
combination of vacant and underutilized

space significantly in excess of demand.
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This imbalance shifted the market

from favoring landlords 1o one favoring
tenarnts, increasing competition between
landlords trying to entice fewer
prospects. The results have been lower
occupancies, lower rents and increased

transaction costs.

Earnings and dividend growth
Despite these difficulties, Liberty grew
funds from operations by .9% to $3.45
per share. Revenue increased by 4%

to $606 million. Net income decreased
6.0% to $2.02 per share. FFO does not
reflect depreciation and gains and losses
on asset sales, which are the primary
factors responsible for the difference

between our FFO and net income.

We were able to provide our share-
holders with a modest 1.7% dividend
increase, and we are confident that our
dividend can be maintained despite the
current state of the economy and the

real estate markets.

Operating performance
Liberty’s operating strategy is based
upon three avenues of growth: core
portfolio growth through increasing
occupancy and rental rates, develop-
ment, and property acquisitions and
dispositions. Liberty remains a leader
in our industry in producing return on

invested capital, 12.3% at December 31.

Acquisitions and Dispositions: We success-
fully executed our 2002 capital goals
for acquisitions and dispositions despite
difficult pricing. We acquired eight
buildings for $77.8 million, and
realized proceeds of $201 million from
property sales.

Development: Our development pipeline
continued to contribute to our growth,
albeit more modestly than in the past,
due to the elimination of speculative
construction. We brought into service
$270 million of development properties
in 2002.

Tetal Returm
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William P. Hankowsky
Chief Executive Officer

Core Portfolio: The primary challenge in
2002 was core portfolio management.
We entered the year with a “leasing
challenge” — vacant space, expirations
and development pipeline exposure —
totaling 13.3 million square feet, the
largest in the company’s history. We
attacked this challenge through quarterly
leasing targets and incentives for
reaching those targets. We reassigned
personnel from non-leasing activities
to marketing, one of the advantages of
our deep and highly cross-trained staff
of real estate professionals. And we
continued to increase our attention to

customer service to retain tenants.

The result was the largest volume of
leasing achieved in our thirty years

in the business. By the end of the

year we had made great progress towards
stabilizing occupancy and had raised

the pre-leasing level of the development
pipeline to nearly 80%. Our competitive
results show the value we can add:

our occupancies remain 7% higher

than occupancies in the markets in

which we operate.

2002 Annual Report 3



Industrial Joint Venture: We also com-
pleted our first large-scale joint venture,
partnering with the Public Employees’
Retirement Association of Colorado

on our southern New Jersey industrial
portfolio. This transaction allowed us
to realize $109 million in proceeds,
while retaining the ability to grow value
through property management, leasing,
development, and the maintenance of

relationships with our tenants.

The future

Since my appointment as CEO earlier
this year, I have often been asked for my
perspective on the company’s future and
what changes may be in store. When 1
joined Liberty two years ago, Bill Rouse
asked me pretty much the same thing —
take a hard look at the Liberty model to
see if changes could be made to enhance
the company’s value. [ found the exercise
enlightening, and 1'd like to share my
thoughts with you.

1 found that Liberty has been well served
by a solid strategy and operating model,
both of which I wholeheartedly embrace,

and which our management is committed

12.5%| 12,34,

12.1%
6% 11.8% ——
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to maintaining. We believe there is

opportunity to refine our processes to
create mare profitability, and to build
upon our current platform, but we do

not foresee wholesale changes.

Our product strategy will not change.
Our office/industrial product mix
provides risk diversification, gives us
the ability to provide multiple but
related products to our tenants, and it
maximizes the use of our execution

platform and our multi-faceted teams.

We will maintain our multiple-market
strategy. These diverse markets provide
another element of risk diversification,
and again allow us to better serve our
tenants. In the long-term, our goal is
to further expand our geographic
presence. We also may leave markets
in which we currently operate — we
put each market through a thoroughv
annual appraisal to determine whether

continued investment is merited.

We will also maintain our basic operat-
ing model — the empowered city
manager managing a local team,
supported by Rob Fenza and a strong
headquarters staff, all capable of
executing our core competencies. The
operating strategy and model create

a strong foundation from which to com-

pete using the following competencies:

Development: Our people are truly
expert developers. Our development
procedures put every development
through a rigorous project review
process ensuring maximum quality

and profitability. We will continue to
focus on concentrated assets in business
park settings, and in the short-term, we
will primarily be developing build-to-
suits, adding speculative development
again only when markets warrant it.
Long-term, we believe this capability
will enable us to significantly expand
our customer base both in our current

markets and new markets.

We also have a demonstrated ability to
create outstanding urban environments,
and have worked successfully in creative
public-private partnerships. Our urban
developments and partnerships such

as the PNC Bank Operations Center,
GlaxoSmithKline headquarters expan-
sion, T] Maxx/Marshall’s Distribution
Center, PPL Plaza, Kings Hill, and the
Navy Yard Corporate Center showcase
a unique ability to create value through
complex projects. We can continue to

grow this business.

Property Management: Development
absolutely creates value for our
shareholders. But overall, the core
portfolio is the greatest contributor
to the company’s performance, and
occuparncy is the greatest contributor
to core portfolio performance. Thus,
the importance of being the best

landlord a tenant can wish for cannot
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be overstated. Several years ago, Bill
Rouse asked our people a not-so-simple
question — did we have the ability to
be Americas best landlord? The plan
put in place has resulted in Liberty
being named the best service provider
in the industry among the largest real
estate owners by CEL & Associates and
the Building Owners and Managers
Association (BOMA) for two years in a
row. Particularly in an extremely
competitive environment, it is a distinct
advantage that our customers cannot
leave a Liberty property without experi-

encing a corresponding drop in service.

Marketing and Leasing: As proven by
our performance last year, Liberty’s
marketing teams are first-rate. We will
continue to focus on our expirations
while the market conditions remain
challenging. But in the long-term, we
have a definite opportunity to market
our capabilities to a broader audience,
and to refine the leasing process further
through new technology and headquar-
ters support for local efforts.

Financial Management: George Alburger’s
financial team has done an outstanding
job of supporting our operations with
financial flexibility, strengthening the
company with a solid balance sheet, and
reassuring our investors with transparent
reporting. We are very proud of our
reputation for candor and our compre-

hensive financial reporting.

As you can see, we are not really
contemplating radical change. One
thing T've learned about Liberty is

that our people are not only extremely
competent, dedicated real estate people,
but they understand our model and our

6 Liberty Property Trust

operations, and do a great job of finding
ways to create value within that context.
Liberty resisted the pressure to enhance
earnings through new business lines in
the ‘90s, and we are better positioned
today for that decision. Our people are
fully capable of creating more value by
simply expanding the application of
their greatest skills.

A final word about

2002 and 2003

The challenges the market is presenting
Liberty in the short-term are significant.
In 2003, once again, our earnings will
be driven by the performance of our
core portfolio. Unfortunately, there
clearly has not yet been enough
demand to offset the record-setting
negative absorption that occurred

over the last two years, and so we will

be primarily focused on leasing.

Our 2002 results were achieved by
asking our people to do more. When
we asked them to work harder, they
did. When we gave them more
difficult challenges, they met them.
And unfortunately, they know that
the balance of this year is not likely to
be much different. But still they reach
deep and find more determination,
more guts, and more smarts to outpace
the competition. I couldn' be more
proud of how everyone has stepped
up and delivered.

Sincerely yours,

e e

William P Hankowsky
Chief Executive Officer
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The Vanguard Group
Glaxo SmithKline
Aetna

PNC Bank

Express Scripts
Capital One Services
TJX Companies
Kellogg USA

General Motors
Acceptance Corporation

CitiGroup
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Management Information

Board of Trustees

Willard G. Rouse 111
Chairman
Liberty Property Trust

Joseph P. Denny
Vice Chairman
Liberty Property Trust

Frederick E Buchholz
Executive Vice President
Lend Lease Real Estate
Investments (retired)

Daniel P Garton
Executive Vice
President — Marketing
American Airlines

J. Anthony Hayden
Chairman and Chief
Executive Officer
Beacon Commercial
Real Estate

Tom Deloach
Executive Vice President
Mobil Oil Corporation
(retired)

Executive Officers

M. Leanne Lachman
Principal

Lend Lease Real

Estate Investments

David L. Lingerfelt
Vice President and
Commercial Counsel
LandAmerica Family of
Title Insurance Companies

John A. Miller
Chairman and Chief
Executive Officer
Provident Mutual Life
Insurance Company of
Philadelphia (retired)

Stephen B. Siegel
Chairman and Chief
Executive Officer
Insignia/ESG, Inc.

George J. Alburger, Jr.
Executive Vice President,
Chief Financial Officer

Senior Cfficers

James J. Bowes
Secretary, General Counsel

Joseph P Denny
Vice Chairman

Robert E. Fenza
Executive Vice President,
Chief Operating Officer

William P Hankowsky
President, Chief Executive

Officer; Chief Investment Officer

Willard G. Rouse 111
Chairman

Laurie A. Brown
Senior Vice President,
Property Management

John A. Castorina
Senior Vice President

Craig A. Cope
Vice President, City Manager

John N. DiVall
Vice President, City Manager

James K. Flannery
Vice President, City Manager
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Ward J. Fitzgerald
Seniar Vice President,
Regional Director
John S. Gattuso
Senior Vice President,
National Marketing and
Development

Lawrence D. Gildea
Senior Vice President,
Regional Director

Robert Goldschmidt
Senior Vice President,
Regional Director

Trust

Michael T. Hagan
Senior Vice President,
Acquisitions and Dispositions

David M. Jellison

Vice President, City Manager

Robert L. Kiel
Senior Vice President,
Regional Director

Ralph. D. Kittrell

Vice President, City Manager

Alan T. Lingerfelt
Senior Vice President,
City Manager

James C. Lutz
Senior Vice President,
Development

James V. Maneri
Senior Vice President,
New Business Development

James J. Mazzarelli
Senior Vice President

Steven E. Messaros
Senior Vice President,
Chief Information Officer

Mary Beth Morrissey
Senior Vice President,
Accounting and Financial
Reporting

Kevin P Shea
Vice President, City Manager

Anne E. Sheppard
Senior Vice President,
Real Estate Counsel

E Bogue Wallin
Vice President, City Manages

Edward R. Washington
Vice President, City Managei

Stephen J. Whitley
Senior Vice President,
City Manager
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The Private Securities Litigation Reform Act of 1995 provides a “safe harbor” for forward-looking
statements. Certain information included in this Annual Report on Form 10-K and other materials filed or to
be filed by the Company (as defined herein) with the Securities and Exchange Commission (“SEC™) (as well
as information included in oral statements or other written statements made or to be made by the Company)
contain statements that are or will be forward-looking, such as statements relating to rental operations,
development activities, acquisitions, dispositions, future capital expenditures, financing sources and
availability, and the effects of regulation (including environmental regulation) and competition. Although the
Company believes that the expectations reflected in such forward-looking statements are based on reasonable
assumptions, the Company can give no assurance that its expectations will be achieved. As forward-looking
statements, these statements involve important risks, uncertainties and other factors that could cause actual
results to differ materially from the expected results and, accordingly, such results may differ from those
expressed in any forward-looking statements made by, or on behalf of the Company. These risks,
uncertainties and other factors include, without limitation, uncertainties affecting real estate businesses
generally (such as entry into new leases, renewals of leases and dependence on tenants’ business operations),
risks relating to our ability to maintain and increase property occupancy and rental rates, risks relating to
construction and development activities, acquisition, disposition, possible environmental liabilities, risks
relating to leverage and debt service (including availability of financing terms acceptable to the Company and
sensitivity of the Company’s operations and financing arrangements to fluctuations in interest rates),
dependence on the primary markets in which the Company’s properties are located, the existence of complex
regulations relating to status as a REIT and the adverse consequences of the failure to qualify as a REIT, and
the potential adverse impact of market interest rates on the market price for the Company’s securities. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations — Forward-
Looking Statements.”




ITEM 1. BUSINESS
THE COMPANY

Liberty Property Trust (the “Trust™) is a self-administered and self-managed Maryland real estate investment
trust (a “REIT™). Substantially all of the Trust’s assets are owned directly or indirectly, and substantially all
of the Trust’s operations are conducted directly or indirectly, by its subsidiary, Liberty Property Limited
Partnership, a Pennsylvania limited partnership (the “Operating Partnership” and, together with the Trust and
their consolidated subsidiaries, the “Company”).

The Company completed its initial public offering in 1994 to continue and expand the commercial real estate
business of Rouse & Associates, a Pennsylvania general partnership, and certain affiliated entities
(collectively, the “Predecessor”) which was founded in 1972, As of December 31, 2002, the Company’s
portfolio consisted of 652 industrial and office properties (the “Properties in Operation™) totaling
approximately 51.1 million square feet. In addition, the Company had nine properties under development (the
“Properties Under Development” and, together with the Properties in Operation, the “Properties™), and
owned 974 acres of land, all zoned for commercial use. As of December 31, 2002, the Company also owned
a 25% interest in an unconsolidated joint venture with the Public Employees’ Retirement Association of
Colorado. The joint venture consists of 28 industrial properties totaling approximately 3.1 million square feet
and approximately 43 acres of developable land.

The Company provides leasing, property management, development, acquisition and other tenant-related
services for the Properties in Operation. The Company’s industrial Properties consist of a variety of
warehouse, distribution, service, assembly, light manufacturing and research and development facilities. They
include both single-tenant and multi-tenant facilities, with most designed flexibly to accommodate various
types of tenants, space requirements and industrial uses. The Company’s office Properties are multi-story and
single-story office buildings located principally in suburban mixed-use developments or office parks.
Substantially all of the Company’s Properties are located in prime business locations within established
business communities offering excellent access to interstate highway systems.

The Trust is the sole general partner and also a limited partner of the Operating Partnership, owning 95.4% of
the common equity of the Operating Partnership at December 31, 2002. The common units of limited
partnership interest in the Operating Partnership (the “Common Units”) are exchangeable on a one-for-one
basis (subject to antidilution protections) for the Trust’s Common Shares of Beneficial Interest, $0.001 par
value per share (the “Common Shares”). The Common Units held by the limited partners were exchangeable
for approximately 3.7 million Common Shares on December 31, 2002. The Company has issued Series B, C,
and D Cumulative Redeemable Preferred Units of the Operating Partnership (the “Preferred Units”). The
Preferred Units are exchangeable on a one-for-one basis after a stated date into Cumulative Redeemable
Preferred Shares. Collectively, the ownership of the holders of Common and Preferred Units is reflected on
the Trust’s financial statements as minority interest.

The Company’s executive offices are located at 65 Valley Stream Parkway, Malvern, Pennsylvania 19355.
The telephone number is (610) 648-1700. The Company’s SEC filings can be accessed on the Company’s
website, www libertyproperty.com, free of charge.

MANAGEMENT AND EMPLOYEES

The Company’s 366 employees (as of February 28, 2003) are under the direction of 20 senior executives,
who, on average, have been affiliated with the Company and the Predecessor for 14 years. The Company and
the Predecessor have developed and managed commercial real estate for the past 30 years. The Company’s
in-house leasing, marketing and property management staff operates in full-service local offices in markets
where it has a significant presence. This structure enables the Company to better understand the
characteristics of the local markets in which it operates, to respond quickly and directly to tenant needs and
to better identify local development and acquisition opportunities. As of December 31, 2002, the Company’s



principal markets were as follows: Southeastern Pennsylvania; New Jersey; Lehigh Valley, Pennsylvania;
Maryland; Virginia; the Carolinas; Jacksonville, Florida; Tampa, Florida; South Florida; Minneapolis,
Minnesota; Detroit, Michigan; and the United Kingdom.

BUSINESS OBJECTIVE AND STRATEGIES FOR GROWTH

The Company’s business objective is to maximize long-term profitability for its shareholders by being a
recognized leader in commercial real estate through the ownership, management, development, and
acquisition, of superior office and industrial properties. The Company intends to achieve this objective
through offering office and industrial properties in multiple markets and operating as a leading landlord in the
industry. The Company believes that this objective will provide the benefits of enhanced investment
opportunities, economies of scale, risk diversification, access to capital, and the ability to attract and retain
personnel. The Company also strives to be a leading provider of customer service, providing an exceptional
and positive customer experience. The Company believes that it can achieve these goals through a
combination of internal and external growth, while maintaining a conservative balance sheet and pursuing a
strategy of financial flexibility.

Products

The Company strives to be a recognized quality provider of five products (industrial properties, including big
box warehouse, multi-tenant industrial, and flex/R&D, and office properties, including single-story office and
multi-story office).

Markets

The Company operates primarily in suburban markets east of the Mississippi. The Company’s goal is to
operate in each of its markets with an appropriate product mix of office and industrial properties. The
Company seeks to have a presence that allows it to be viewed as a significant participant in each market. The
Company’s efforts are primarily focused on suburban markets and emphasize business park development and
asset aggregation. When the Company’s marketing efforts identify opportunities, the Company will, in
appropriate instances, pursue urban opportunities.

The Company gathers market information from internal sources and independent third parties and analyzes
this information to support its evaluation of markets and market conditions.

Organizational Plan

The Company secks to maintain a management organization which facilitates efficient execution of the
Company’s strategy. As part of this effort, the Company pursues a human resources plan designed to create
and maintain a highly regarded real estate company through recruiting, training, and retaining capable people.
The structure is designed to support a local office entrepreneurial platform operating within a value-added
corporate structure.

The Company upgrades its information technology periodically to keep pace with advances in available
technology. The Company intends to begin a process in 2003 to implement an enterprise resource planning
system.

INTERNAL GROWTH STRATEGIES
The Company seeks to maximize the profitability of the Properties by maintaining high occupancy rates,
increasing rental rates, controlling costs, and focusing on customer service efforts.

Maintain High Occupancies

The Company believes that the quality and diversity of its tenant base and its strategy of operating in
multiple markets is integral to achieving its goal of attaining high occupancy levels. The Company targets
financially stable tenants in an effort to minimize uncertainty relating to the ability of its tenants to meet their
lease obligations.




Increase Rental Rates

The Company seeks to generate increased cash flow from the Properties in Operation through annual
contractual increases in rental rates under its leases. The leases in effect with respect to the Properties in
Operation as of December 31, 2002 provide for contractual rental increases that are expected to contribute an
additional $4.1 million to the Company’s cash flow for the year ending December 31, 2003. The Company
intends to continue to negotiate for annual contractual rental rate increases in its leases.

Cost Controls

The Company seeks to identify best practices across operating units in order to enhance cost savings and
other efficiencies. Many functions are performed in-house rather than by engaging outside third parties. The
Company also employs an annual capital improvement and preventative maintenance program designed to
reduce the operating costs of the Properties and maintain long-term values.

Customer Service Initiatives

The Company seeks to achieve high tenant retention through a comprehensive customer service program. In
managing its properties, the Company seeks to be a leading provider of customer service, providing an
exceptional and positive customer experience. To accomplish this goal, the Company seeks to:

— enhance performance of the property management team by providing a base line of best practices and
service standards;

~ focus on customer satisfaction by defining a “‘service level commitment” and implementing a process
for receiving and acting on feedback from customers;

— work closely with vendors to ensure that they understand and support the Company’s commitment to
our customers; and

~ provide appropriate training to employees in order to enhance their ability to deliver exceptional
customer service.

EXTERNAL GROWTH STRATEGIES
The Company seeks to maximize long-term profitability for its shareholders through development, acquisition
and disposition of properties.

Development

The Company pursues attractive development opportunities, focusing primarily on high-quality suburban
industrial and office properties within its existing markets. The Company and its Predecessor have developed
over 44 million square feet of commercial real estate during the past 30 years. The Company’s development
activities fall into two categories: build-to-suit projects and projects built for inventory. The Company
develops build-to-suit projects for existing and new tenants. These projects are substantially pre-leased to one
or more tenants prior to construction. The Company also builds properties for inventory, in appropriate cases
where the Company has identified sufficient demand at market rental rates to justify such construction.

During the year ended December 31, 2002, the Company completed five build-to-suit projects, two build-to-
suit expansions, and 31 inventory projects totaling approximately 3.2 million square feet of leaseable space
and representing an aggregate Total Investment, as defined below, of approximately $270.0 million. As of
December 31, 2002, these completed development properties were approximately 82.6% leased. The “Total
Investment” for a Property is defined as the Property’s purchase price plus closing costs and management’s
estimate, as determined at the time of acquisition, of the cost of necessary building improvements in the case
of acquisitions, or land costs and land and building improvement costs in the case of development projects,
and, where appropriate, other development costs and carrying costs.

As of December 31, 2002 the Company had nine Properties Under Development which are expected to
generate, upon completion, approximately 1.0 million leaseable square feet and are expected to represent a



Total Investment of approximately $195.7 million. Approximately 78.1% of such leaseable space was pre-
leased as of December 31, 2002. The scheduled deliveries of the 1.0 million square feet of leaseable space in
Properties Under Development are as follows (in thousands, except percentages):

PERCENT LEASED

SQUARE FEET DECEMBER 31, TOTAL
SCHEDULED IN-SERVICE DATE  IND-DIST. IND-FLEX OFFICE TOTAL 2002 INVESTMENT
1st Quarter 2003 76 - 540 616 82.1% $ 85914
2nd Quarter 2003 - 15 252 267 86.1% 61,807
3rd Quarter 2003 - - 68 68 - 36,369
4th Quarter 2003 - - 75 75 87.2% 11,646
Total 76 15 935 1,026 78.1% $195,736

As of December 31, 2002, the Company owned 974 acres of land held for development, all zoned for
commercial use. Substantially all of the land is located adjacent to or within existing industrial or business
parks with site improvements, such as public sewers, water and utilities, available for service. The Company
anticipates that the land would support, as and when developed, approximately 11 million leaseable square
feet. The Company’s investment in land held for development as of December 31, 2002 was $163.1 million.
The Company is obligated to purchase an additional $9 million in land under contracts entered into with a
variety of parties. The Company believes that, because it is a fully integrated real estate firm, its base of
commercially zoned land in existing industrial and business parks provides a competitive advantage for future
development activities.

Acquisitions/Dispositions
The Company seeks to acquire properties consistent with its business objectives and strategies. The Company
executes its acquisition strategy by purchasing properties which management believes will create shareholder
value over the long-term.

During the year ended December 31, 2002, the Company acquired eight properties comprising approximately
1.6 million leaseable square feet for a Total Investment of $77.8 million. Three of these acquired properties
equaling approximately 497,000 square feet and representing a Total Investment of $20.4 million were
subsequently sold to the joint venture described below.

The Company disposes of Properties and land held for development which no longer fit within the
Company’s strategic plan, or with respect to which the Company believes it can optimize cash proceeds.
During the year ended December 31, 2002, the Company sold 12 Properties in Operation comprising
approximately 528,000 square feet of leaseable space, and ten parcels of land, for $49.1 million. The
Company also sold a 47,000 square foot property developed with a United Kingdom joint venture partner for
$29.0 million.

The Company conducts research, as previously discussed, to determine which geographic markets are
appropriate, based on the Company’s current business objectives, for either expansion or contraction.

Investment in Unconsolidated Joint Ventures

In 2002 the Company partnered with the Public Employees’ Retirement Association of Colorado on a $123
million joint venture consisting of the Company’s southern New Jersey industrial portfolio. The Company
sold or contributed 28 distribution Properties (including the three acquisition properties discussed above)
totaling 3.1 million square feet and approximately 43 acres of developable land. The Company retained a
25% ownership interest in the joint venture, and realized proceeds of approximately $109 million from the
transaction. The Company will receive development, leasing and property management fees, and may receive
a promoted interest if certain return thresholds are met. The venture is financed with approximately 60%
leverage.




The Company continues to consider joint venture opportunities as a method of generating capital to fund its
development and acquisition capital requirements.

International Operation

The Company’s international operation includes nine Properties in Operation in the County of Kent, England.
These properties are located in a 650-acre, mixed commercial and residential community known as “Kings
Hill,” approximately 25 miles southeast of London. The community has been developed over the past decade
by a joint venture between the County of Kent and Rouse Kent Limited (“RKL”). RKL is a full service real
estate development company which, together with its affiliates, owns six properties comprising 210,000
leaseable square feet. The Company provides management services with respect to the joint venture, which is
currently owned by certain affiliates of the Company. The Company also has the option to purchase RKL for
nominal consideration. The Company is in the process of evaluating the option to purchase.

The Company has also invested in joint ventures outside of Kings Hill. The Company believes that its
development expertise, its access to capital and its relationship with tenants engaged in international business
will create opportunities to service the needs of these tenants in both the United States and the United
Kingdom. To date, these investments have been joint ventures with established real estate developers in the
United Kingdom, where the investment intention is to act as a merchant builder (i.e. to build, lease and sell
projects).

The Company intends to pursue its investment at Kings Hill and to identify merchant building and
development opportunities in the United Kingdom.

SUBSEQUENT ACTIVITIES

The Company intends to continue to pursue its development, acquisition and disposition strategies. The
Company is currently in various stages of discussions and negotiations with respect to development,
acquisition and disposition projects. The consummation of these or any other future developments,
acquisitions or dispositions, if any, and the pace at which developments may be completed and acquisitions
and dispositions made cannot be assured.

RISK FACTORS

The Company’s results from operations and the ability to make distributions to our shareholders and pay debt
service on our indebtedness may be affected by the risk factors set forth below. (The Company refers to itself
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as “we”, “us” or “our” in the following risk factors.)

RISKS RELATED TO OUR PROPERTIES AND BUSINESS

ADVERSE DEVELOPMENTS CONCERNING OUR EXISTING TENANTS, OR NEGATIVE
MARKET CONDITIONS MAY AFFECT QUR ABILITY TO ATTRACT NEW TENANTS, RELET
SPACE, COLLECT RENT QR RENEW LEASES, AND THUS COULD ADVERSELY AFFECT OUR
CASH FLOW FROM OPERATIONS AND INHIBIT GROWTH.

Our cash flow from operations depends on the ability to lease space to tenants, on economically favorable
terms. Therefore, we could be adversely affected by various facts and events over which we have limited
control, such as:

— lack of demand for space in the areas where our Properties are located

— inability to retain existing tenants and attract new tenants

— oversupply of or reduced demand for space and changes in market rental rates
— defaults by our tenants or their failure to pay rent on a timely basis

— the need to periodically renovate and repair our space

physical damage to our Properties



— econornic or physical decline of the areas where our Properties are located

— potential risk of functional obsolescence of our Properties

At any time, any of our tenants may experience a downturn in its business that may weaken its financial
condition. As a result, a tenant may delay lease commencement, fail to make rental payments when due,
decline to extend a lease upon its expiration, become insolvent or declare bankruptcy. Any tenant bankruptcy
or insolvency, leasing delay or failure to make rental payments when due could result in the termination of
the tenant’s lease and material losses to our Company. This could have a material adverse effect on our
operating results and financial condition, as well as our ability to pay dividends to shareholders.

If our tenants do not renew their leases as they expire, we may not be able to relet the space. Furthermore,
leases that are renewed, and some new leases for space that are relet, may have terms that are less
economically favorable to us than current lease terms, or may require us to incur significant costs, such as for
renovations, tenant improvements and lease transaction costs.

Any of these events could adversely affect our cash flow from operations and our ability to make expected
distributions to shareholders, as well as our ability to grow cash flow from operations.

A significant portion of our costs, such as real estate taxes, insurance and maintenance costs, and our debt
service payments generally are not reduced when circumstances cause a decrease in cash flow from our
Properties.

WE MAY NOT BE ABLE TO COMPETE SUCCESSFULLY WITH OTHER ENTITIES THAT
OPERATE IN OUR INDUSTRY.

We experience a great deal of competition in attracting tenants for our Properties and in locating land to
develop and properties to acquire.

In our effort to lease our Properties, we compete for tenants with a broad spectrum of other landlords in each
of our markets. These competitors include, among others, publicly-held REITSs, privately-held entities, and
individual property owners. Some of these competitors may be able to offer prospective tenants more
attractive financial terms than we are able to offer.

If the availability of land or high quality properties in our markets diminishes, our operating results could be
adversely affected.

WE MAY EXPERIENCE INCREASED CPERATING COSTS, WHICH COULD ADVERSELY
AFFECT QUR OPERATIONS.

Cur Properties are subject to increases in operating expenses such as insurance, cleaning, electricity, heating,
ventilation and air conditioning, administrative costs; and other costs associated with security, landscaping,
repairs and maintenance of our Properties. While our current tenants generally are obligated to pay a
significant portion of these costs, there is no assurance that these tenants will agree to pay these costs upon
renewal or that new tenants will agree to pay these costs. If operating expenses increase in our markets, we
may not be able to increase rents or reimbursements in all of these markets so as to meet increased expenses
without at the same time decreasing occupancy rates. If this occurs, our ability to pay distributions to
shareholders and service our indebtedness could be adversely affected.

OUR ABILITY TO ACEIEVE GROWTH IN OPERATING INCOME DEPENDS IN PART ON QUR
ABILITY TO DEVELOP AND ACQUIRE PROPERTIES, WHICH MAY SUFFER UNDER CERTAIN
CIRCUMSTANCES.

We intend to continue to develop and acquire properties where warranted by market conditions. The decline
in demand for real estate has reduced the amount of development we are undertaking. Additionally, our
acquisition and development activities include the risks that:

— construction and leasing of a property may not be completed on schedule, which could result in
increased expenses and construction costs, and would result in reduced profitability for that property
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— development and acquisition costs may exceed estimates, possibly making the property unprofitable

— some acquisitions and developments may fail to achieve expectations, possibly making them
unprofitable

— development projects may have to be abandoned, which may require us to expense related capitalized
development costs

We have a number of ongoing development projects and a number of land projects being readied for
development, including a $57.3 million investment, as of December 31, 2002, related to our proposed
downtown Philadelphia office tower. If we determine to alter or discontinue our development efforts, future
costs of the investment may be expensed as incurred rather than capitalized and we may determine the
investment is impaired resulting in a loss associated with the impairment.

We anticipate that future acquisitions and development will be financed through proceeds from Property
dispositions as well as secured or unsecured financing, including our $350 million unsecured credit facility
(the “$350 million Credit Facility”). Also, we may, if desirable, sell securities in capital markets. It is
possible that financing on desirable terms may become unavailable, and that we would not be able to
continue our acquisitions and development activities.

WE MAY SUFFER ECONOMIC HARM AS A RESULT OF ALLOCATING RESQURCES TO
UNSUCCESSFUL EFFORTS TG ENTER NEW MARKETS.

At times we may attempt to expand our operations into markets where we do not currently operate. We may
fail to accurately gauge conditions in a new market prior to entering it, and therefore may not achieve
anticipated results. If this occurs, cash flow from operations may be adversely affected.

MANY OF OUR PROPERTIES ARE CONCENTRATED IN OUR PRIMARY MARKETS, AND WE
THEREFORE MAY SUFFER ECONOMIC HARM AS A RESULT OF ADVERSE CONDITIONS IN
THOSE MARKETS.

Our Properties are located principally in specific geographic areas in the Southeastern, Mid-Atlantic and
Midwestern United States. Due to the concentration of our Properties in these areas, performance is
dependent on economic conditions in these areas. These areas have experienced periods of economic decline.

WE MAY NOT BE ABLE TO ACCESS FINANCIAL MARKETS TO OBTAIN CAPITAL GN A
TIMELY BASIS, OR ON ACCEPTABLE TERMS.

In order to qualify as a REIT for federal income tax purposes, we are required to distribute 90% of taxable
income to shareholders each year, and thus cannot reinvest this portion of income in the business. As a result,
retained cash flows are somewhat limited and we rely on proceeds from Property dispositions and third party
capital sources for many of our capital needs, including capital for acquisitions and development. The public
debt and equity markets are among the sources we rely on. There is no guarantee that we will be able to
access these markets, or any other source of capital. The ability to access the public debt and equity markets
depends on a variety of factors, including:

general economic conditions affecting these markets

l

our own financial structure and performance

the market’s opinion of REITs in general

the market’s opinion of REITs that own properties like ours

WE MAY SUFFER ADVERSE EFFECTS AS A RESULT OF THE TERMS OF AND COVENANTS
RELATING TO OUR INDEBTEDNESS.

Required payments on our indebtedness generally are not reduced if the economic performance of the
portfolio declines. If the economic performance declines, net income, cash flow from operations and cash
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available for distribution to shareholders will be reduced. If payments on debt cannot be made, we could
sustain a loss, or in the case of mortgages, suffer foreclosures by mortgagees or suffer judgments.

Further, some obligations, including our $350 million Credit Facility and unsecured notes, as well as, at
December 31, 2002, approximately $131.1 million in outstanding mortgage indebtedness contain cross-default
and/or cross-acceleration provisions, which means that a default on one obligation may constitute a default on
other obligations.

Finally, we may not be able to obtain funds by selling assets, raising equity or refinancing indebtedness to
make required payments on maturing indebtedness.

PROPERTY OWNERSHIP THROUGH JOINT VENTURES WILL LIMIT OUR ABILITY TG ACT
EXCLUSIVELY IN OUR INTERESTS.

From time to time we invest in joint ventures in which we do not hold a controlling interest. These
investments involve risks that do not exist with properties in which we own a controlling interest, including
the possibility that our partners may, at any time, have business, economic or other objectives that are
inconsistent with our objectives. In instances where we lack a controlling interest, our partners may be in a
position to require action that is contrary to our objectives. While we seek to negotiate the terms of these
joint ventures in a way that secures our ability to act in our best interests, there can be no assurance that
those terms will be sufficient to fully protect us against actions contrary to our interests. If the objectives of
our co-venturers are inconsistent with ours, we may not in every case be able to act exclusively in our
interests.

WE MAY SUFFER ECONOMIC HARM IF OUR PLANNED ENTERPRISE RESOURCE PLANNING
SOFTWARE IMPLEMENTATION EXPERIENCES COST OVERRUNS OR DELAYS.

We intend to begin a process in 2003 to implement an enterprise resource planning system for our business.
It is anticipated that the enterprise resource planning system will become functional commencing in 2004.
The objective of the new information technology system is to improve our performance by achieving a
number of specific financial and operational measures. The new information technology system will be
designed to provide us with a stable, long-term platform enabling us to deliver value to our tenants through
information sharing and electronic commerce as these issues become more important in future periods.

Enterprise resource planning implementations are challenging initiatives that carry substantial project risk in
the areas of cost overruns, project delays and business interruption. We will establish a number of risk
management programs designed to mitigate these risks. Notwithstanding these efforts, failure to properly
implement the new information technology system could have an adverse impact on our operating results.

RISKS RELATED TO THE REAL ESTATE INDUSTRY

REAL ESTATE INVESTMENTS ARE ILLIGUID, AND WE MAY NOT BE ABLE TO SELL OUR
PROPERTIES IF AND WHEN WE DETERMINE IT IS APPROPRIATE TO DO SQ.

Real estate generally cannot be sold quickly. We may not be able to dispose of Properties promptly in
response to economic or other conditions. In addition, provisions of the Internal Revenue Code limit a REIT’s
ability to sell properties in some situations when it may be economically advantageous to do so, thereby
adversely affecting returns to shareholders and adversely impacting our ability to meet our obligations to the
holders of other securities.

WE MAY EXPERIENCE ECONOMIC HARM IF ANY DAMAGE TO GUR PROPERTIES IS NOT
COVERED BY INSURANCE.

‘We carry insurance coverage on our Properties of the type and in amounts that we believe are in line with
coverage customarily obtained by owners of similar properties. We believe all of our Properties are
adequately insured. However, we cannot guarantee that the limits of our current policies will be sufficient in
the event of a catastrophe to our Properties. Our existing property and liability policies expire in August
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2003. We cannot guarantee that we will be able to renew or duplicate our current coverages in adequate
amounts or at reasonable prices.

We may suffer losses that are not covered under our comprehensive liability, fire, extended coverage and
rental loss insurance policies. For example, we may not be insured for losses resulting from acts of war,
terrorism, or from environmental liabilities. If an uninsured loss or a loss in excess of insured limits should
occur, we could lose capital invested in a Property, as well as any future revenue from the Property. We
would nevertheless remain obligated on any mortgage indebtedness or other obligations related to the
Property.

We may incur environmental liability on some of our Properties, and are required to comply with rules and
regulations regarding activities on our Properties as they affect the environment. Failure to comply with those
requirements could result in difficulty in selling any affected Property or in incurrence of monetary penalties
and fines in addition to the costs necessary to attain compliance.

OUR PROPERTIES MAY CONTAIN OR DEVELOP HARMFUL MOLD, WHICH COULD LEAD
TO LIABILITY FOR ADVERSE HEALTH EFFECTS AND COSTS OF REMEDIATING THE
PROBLEM.

When excessive moisture accumulates in buildings or on building materials, mold growth may occur,
particularly if the moisture problem remains undiscovered or is not addressed over a period of time. Some
molds may produce airborne toxins or irritants. Concern about indoor exposure to mold has been increasing
as exposure to mold may cause a variety of adverse health effects and symptoms, including allergic or other
reactions. As a result, the presence of significant mold at any of our Properties could require us to undertake
a costly remediation program to contain or remove the mold from the affected Property. In addition, the
presence of significant mold could expose us to liability from our tenants, employees of our tenants and
others if property damage or health concerns arise.

COMPLIANCE WITH THE AMERICANS WITH DISABILITIES ACT AND FIRE, SAFETY AND
OTHER REGULATIONS MAY REQUIRE US TO MAKE EXPENDITURES THAT ADVERSELY
IMPACT OUR OPERATING RESULTS.

All of our Properties are required to comply with the Americans with Disabilities Act, (“ADA”). The ADA
generally requires that buildings be made accessible to people with disabilities. Compliance with the ADA
requirements could require removal of access barriers and non-compliance could result in imposition of fines
by the U.S. government or an award of damages to private litigants, or both. Expenditures related to
complying with the provisions of the ADA could adversely affect our results of operations and financial
condition and our ability to make distributions to shareholders. In addition, we are required to operate our
Properties in compliance with fire and safety regulations, building codes and other land use regulations, as
they may be adopted by governmental agencies and bodies and become applicable to our Properties. We may
be required to make substantial capital expenditures to comply with those requirements and these
expenditures could have a material adverse effect on our operating results and financial condition, as well as
our ability to make distributions to shareholders.

TERRORIST ATTACKS, SUCH AS THE ATTACKS THAT OCCURRED IN NEW YORK AND
WASHINGTON, D.C, ON SEPTEMBER 11, 2001, AND OTHER ACTS OF VIOLENCE OR WAR
MAY AFFECT ANY EXCHANGES ON WHICH QOUR COMMON SHARES TRADE, THE
MARKETS IN WHICH WE OPERATE, OUR OPERATIONS AND QUR PROFITABILITY.

Terrorist attacks and acts of war may negatively affect our operations and your investment in our securities.
These attacks or armed conflicts may directly impact the value of our Properties through damage, destruction,
loss or increased security costs. The terrorism insurance that we obtain may not be sufficient to cover loss for
damages to our Properties as a result of a terrorist attack. In addition, certain losses resulting from these types
of events are uninsurable and others would not be covered by our current terrorism insurance. Additional
terrorism insurance may not be available at a reasonable price or at all.
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More generally, any of these events could result in increased volatility in or damage to the United States and
worldwide financial markets and economy. They also could result in a continuation of the current economic
uncertainty in the United States or abroad. Adverse economic conditions could affect the ability of our
tenants to pay rent, which could have a material adverse effect on our operating results and financial
condition, as well as our ability to make distributions to shareholders, and may result in volatility in the
market price for our securities.

RISKS RELATED TO OUR ORGANIZATION AND STRUCTURE

WE HAVE ELECTED REIT STATUS UNDER FEDERAL TAX LAWS, AND COULD SUFFER
ADVERSE CONSEQUENCES IF WE FAIL TC QUALIFY AS A REIT.

We have elected REIT status under federal tax laws and have taken the steps known to us to perfect that
status, but we cannot be certain that we qualify, or that we will remain qualified. Qualification as a REIT
involves the application of highly technical and complex provisions of the Internal Revenue Code, as to
which there are only limited judicial or administrative interpretations. The complexity of these provisions and
of the related income tax regulations is greater in the case of a REIT that holds its assets in partnership form,
as we do. Moreover, no assurance can be given that new tax laws will not significantly affect our
qualification as a REIT or the federal income tax consequences of such qualification. New laws could be
applied retroactively, which means that past operations could be found to be in violation, which would have a
negative effect on the business.

If we fail to qualify as a REIT in any taxable year, the distributions to shareholders would not be deductible
when computing taxable income. If this happened, we would be subject to federal income tax on our taxable
income at regular corporate rates. Also, we could be prevented from qualifying as a REIT for the four years
following the year in which we were disqualified. Further, if we requalified as a REIT after failing to qualify,
we might have to pay the full corporate-level tax on any unrealized gain in our assets during the period we
were not qualified as a REIT. We would then have to distribute to our shareholders the earnings we
accumulated while we were not qualified as a REIT. These additional taxes would reduce our funds available
for distribution to our shareholders. In addition, while we were disqualified as a REIT, we would not be
required by the Internal Revenue Code to make distributions to our shareholders.

Future economic, market, legal, tax or other considerations may cause our Board of Trustees to revoke our
election to qualify as a REIT. This decision requires the consent of the holders of a majority of the voting
interests of all of our outstanding Common Shares.

WE MAY BE SUBJECT TO ADVERSE LEGISLATIVE OR REGULATORY TAX CHANGES THAT
COULD RERUCE THE MARKET PRICE OF OQUR COMMON SHARES.

On January 7, 2003, the President of the United States, through his administration, released a proposal that
would exclude corporate dividends from an individual’s taxable income, to the extent that corporate income
tax has been paid on the earnings from which the dividends are paid. REIT dividends would not be exempt
from income tax in the hands of an individual shareholder because REITSs’ income generally is not subject to
corporate-level tax. This proposal could cause investments in REITSs to lose an investment advantage relative
to non-REITs. We can make no assurance regarding the form in which this proposal ultimately will be
enacted or whether it will in fact be enacted. If enacted, the proposal could have an adverse effect on the
market price of our Common Shares.

CERTAIN OFFICERS AND TRUSTEES OF THE TRUST MAY NOT HAVE THE SAME
INTERESTS AS SHAREHQOLDERS AS TO CERTAIN TAX LAWS,

Certain officers and trustees of the Trust own Common Units. These units may be exchanged for our
Common Shares. The officers and trustees who own those units and have not yet exchanged them for our
Common Shares may suffer different and more adverse tax consequences than holders of our Common Shares
suffer in certain situations:

— when certain of our Properties are sold
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— when debt on those Properties is refinanced

— if we are involved in a tender offer or merger

The Trust also owns units in the Operating Partnership. Because the Trust, as well as the trustees and officers
who own units, face different consequences than shareholders do, the Trust and those trustees and officers
may have different objectives as to these transactions than shareholders do.

CERTAIN ASPECTS OF OUR ORGANIZATION COULD HAVE THE EFFECT OF RESTRICTING
OR PREVENTING A CHANGE OF CONTROL OF OUR COMPANY, WHICH COULD HAVE AN
ADVERSE EFFECT ON THE PRICE OF OUR SHARES.

Our charter contains an ownership limit on shares. To qualify as a REIT, five or fewer individuals cannot
own, directly or indirectly, more than 50% in value of the outstanding shares of beneficial interest. To this
end, our Declaration of Trust, among other things, generally prohibits any holder of the Trust’s shares from
owning more than 5.0% of the Trust’s outstanding shares of beneficial interest, unless that holder gets the
consent from the Board of Trustees. This limitation could prevent the acquisition of control of the Company
by a third party without the consent from the Board of Trustees.

We have a staggered board and certain restrictive nominating procedures. The Board of Trustees has three
classes of trustees. The term of office of one class expires each year. Trustees for each class are elected for
three-year terms as that class’ term expires. The terms of the Class I, Class II and Class III trustees expire in
2004, 2005 and 2003, respectively. Any nominee for trustee must be selected under the nominating provisions
contained in our Declaration of Trust and By-Laws. The staggered terms for trustees and the nominating
procedures may affect shareholders’ ability to take control of the Company, even if a change in control was
in the shareholders’ interest.

The Company can issue preferred shares. Our Declaration of Trust authorizes the Board of Trustees to
establish the preferences and rights of any shares issued. The issuance of preferred shares could have the
effect of delaying, making more difficult or preventing a change of control of the Company, even if a change
in control was in the shareholders’ interest.

We have a poison pill. Under the shareholder rights plan, rights are issued along with each of the Trust’s
Common Shares. Holders of these rights can purchase, under certain conditions, a portion of a preferred share
of beneficial interest, or receive Common Shares of the Trust, or common shares of an entity acquiring us, or
other consideration, having a value equal to twice the exercise price of the right. The exercise price of the
right is $200. This arrangement is often called a “poison pill.” Our poison pill could have the effect of
delaying or preventing a change of control of the Company, even if a change in control was in the
shareholders’ interest.

There are limitations on acquisition of and changes in control pursuant to, and fiduciary protections of The
Board under Maryland law. The Maryland General Corporation Law (“MGCL”) contains provisions which
are applicable to the Trust as if the Trust were a corporation. Among these provisions is a section, referred to
as the “control share acquisition statute,” which eliminates the voting rights of shares acquired in quantities
so as to constitute “control shares,” as defined under the MGCL. The MGCL also contains provisions
applicable to us that are referred to as the “business combination statute,” which would generally limit
business combinations between the Company and any 10% owners of the Trust’s shares or any affiliate
thereof. Further, Maryland law provides broad discretion to the Board with respect to its fiduciary duties in
considering a change in control of our Company, including that the Board is subject to no greater level of
scrutiny in considering a change in contro} transaction than with respect to any other act by the Board.
Finally, the “unsolicited takeovers” provisions of the MGCL permit the Board, without shareholder approval
and regardless of what is currently provided in our Declaration of Trust or By-Laws, to implement takeover
defenses that our Company does not yet have, including: permitting only the Board to fix the size of the
Board and permitting only the Board to fill a vacancy on the Board. All of these provisions may have the
effect of inhibiting a third party from making an acquisition proposal for our Company or of delaying,
deferring or preventing a change in control of the Company under circumstances that otherwise could provide
the holders of Common Shares with the opportunity to realize a premium over the then current market price.
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VARIOUS FACTORS OUT OF OUR CONTROL COULD HURT THE MARKET VALUE OF OUR
PUBLICLY TRADED SECURITIES.

General market conditions could change for the worse. The value of our publicly traded securities depends on
various market conditions, which may change from time to time. In addition to general economic and market
conditions and our particular financial condition and performance, the value of our publicly traded securities
could be affected by, among other things, the extent of institutional investor interest in us and the market’s
opinion of REITSs in general and, in particular, REITs that own and operate properties similar to ours.

The market value of the equity securities of a REIT may be based primarily upon the market’s perception of
the REIT’s growth potential and its current and future cash distributions, and may be secondarily based upon
the real estate market value of the underlying assets. The failure to meet the market’s expectations with
regard to future earnings and cash distributions likely would adversely affect the market price of publicly
traded securities.

Rising market interest rates could make an investment in publicly traded securities less attractive. If market
interest rates increase, purchasers of publicly traded securities may demand a higher annual yield on the price
they pay for their securities. This could adversely affect the market price of publicly traded securities.

TRANSACTIONS BY THE TRUST OR THE OPERATING PARTNERSHIP COULD ADVERSELY
AFFECT DEBT HOLDERS.

Except with respect to several covenants limiting the incurrence of indebtedness and a covenant requiring the
Operating Partnership to maintain a certain unencumbered total asset value, our indentures do not contain any
provisions that would protect holders of the Operating Partnership’s debt securities in the event of (i) a highly
leveraged or similar transaction involving the Operating Partnership, the management of the Operating
Partnership or the Trust, or any affiliate of any these parties, (ii) a change of control, or (iii) certain
reorganizations, restructuring, mergers or similar transactions involving the Operating Partnership or the
Trust.

ENVIRONMENTAL REGULATIONS

Under various federal, state and local laws, ordinances and regulations relating to the protection of the
environment (collectively, “Environmental Laws™), a current or previous owner or operator of real estate may
be liable for the cost of removal or remediation of certain hazardous or toxic substances disposed, stored,
released, generated, treated, manufactured or discharged from, on, at, onto, under or in such property.
Environmental Laws often impose such liability without regard to whether the owner or operator knew of, or
was responsible for, the presence or release of such hazardous or toxic substances. In addition, the presence
of any such substances or the failure to properly remediate such substances when present, released or
discharged may adversely affect the owner’s ability to sell or rent such property or to borrow using such
property as collateral. The cost of any required remediation and the liability of the owner or operator
therefore as to any property is generally not limited under such Environmental Laws and could exceed the
value of the property and/or the aggregate assets of the owner or operator. Persons who arrange for disposal
of hazardous or toxic substances may also be liable for the costs of removal or remediation of such
substances at a storage, disposal or treatment facility or other facility at which there has been a release or a
threatened release of such substances, whether or not such facility is owned or operated by such persons. In
addition to any action required by federal, state or local authorities, the presence of hazardous or toxic
substances on any of the Properties, or on any properties acquired hereafter, could result in private plaintiffs
bringing claims for personal injury or other causes of action. In connection with the ownership and operation
of the Properties, and with respect to any properties developed or acquired hereafter, the Company may be
potentially liable for removal, remediation, natural resource damages, release or injury to persons or property.
Further, various Environmental Laws impose on owners or operators the requirement of ongoing compliance
with rules and regulations regarding business-related activities that may affect the environment. Failure to
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comply with such requirements could result in difficulty in the lease or sale of any affected Property or the
imposition of monetary penalties and fines in addition to the costs required to attain compliance.

All of the Properties and land have been subject to Phase I Environmental Assessments and when appropriate
Phase II Environmental Assessments (collectively, the “Environmental Assessments”). Although
environmental issues have been identified with respect to certain of the Properties, the Company does not
believe that any of these issues is likely to have a materially adverse affect on the Company. No assurance
can be given that the Environmental Assessments revealed all potential environmental liabilities, that no prior
owner or operator created any material adverse environmental condition not known to the Company, that no
environmental liabilities have developed since such Environmental Assessments were prepared, that future
laws, ordinances or regulations will not impose any material environmental requirement or liability, or that a
material adverse environmental condition does not otherwise exist.
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ITEM 2. PROPERTIES

The Properties in Operation, as of December 31, 2002, consisted of 403 industrial and 249 office Properties.
Single tenants occupy 237 Properties in Operation. The Company generally provides a reduced level of
service in connection with the operation or maintenance of these Properties. The remaining 415 of the
Company’s Properties in Operation are multi-tenant Properties for which the Company renders a range of
building, operating and maintenance services.

As of December 31, 2002, the industrial Properties were 91.1% leased. The average building size for the
industrial Properties is 84,378 square feet. The average building size for the office Properties is 68,503 square
feet. As of December 31, 2002, the office Properties were approximately 89.9% leased.

The table below sets forth certain information on the Company’s Properties in Operation as of December 31,
2002. A complete listing of the Properties in Operation appears as Schedule III to the financial statements of
the Company included in this report.

SQUARE
TYPE NET RENT FEET % LEASED
(in thousands, except percentages)
Southeastern PA Industrial-Distribution $ 12,533 2,290 88.3%
-Flex 23,451 2,211 96.4%
Office 89,577 5,968 92.9%
Total $125,561 10,469 92.7%
New Jersey Industrial-Distribution $ 286 61 100.0%
-Flex 9,467 1,165 90.9%
Office 9,179 790 93.1%
Total $ 18,932 2,016 92.0%
Lehigh Valley Industrial-Distribution $ 27,331 7,405 90.2%
-Flex 9,515 1,388 93.5%
Office 7,617 710 74.9%
Total $ 44,463 9,503 89.5%
Maryland Industrial-Distribution $ 745 155 100.0%
-Flex 3,019 226 100.0%
Office 9,112 718 91.9%
Total $ 12,876 1,099 94.7%
Virginia Industrial-Distribution $ 16,947 4,391 95.4%
-Flex 3,937 569 87.4%
Office 16,331 1,367 93.3%
Total $ 37,215 6,327 94.2%
The Carolinas Industrial-Distribution $ 8,161 1,852 93.0%
-Flex 1,228 197 88.8%
Office 15,406 1,513 84.3%
Total $ 24,795 3,562 89.1%
Jacksonville Industrial-Distribution $ 7,327 2,131 74.7%
-Flex 10,597 1,853 84.0%
Office 17,459 1,696 86.4%
Total $ 35,383 5,680 81.2%
Tampa Industrial-Distribution $ 1,156 294 100.0%
-Flex 7,936 971 91.0%
Office 4,987 406 99.2%
Total $ 14,079 1,671 94.6%
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South Florida

Minnesota

Michigan

United Kingdom

TOTAL

TYPE

SQUARE

Industrial-Distribution
-Flex
Office

Total

Industrial-Distribution

-Flex

Office

Total

Industrial-Distribution
-Flex

Office

Total

Industrial-Distribution
-Flex

Office

Total

Industrial-Distribution
-Flex
Office

Total

NET RENT FEET % LEASED
(in thousands, except percentages)

$ 2838 575 92.3%
1,109 195 68.0%
8,681 741 78.4%

$ 12,628 1,511 82.3%
$ 2,180 488 100.0%
17,376 2,316 90.7%
12,722 1,065 86.0%

$ 32,278 3,869 90.6%
$ 4,588 976 99.9%
17,931 2,145 96.8%
21,981 1,909 92.6%
$ 44,500 5,030 95.8%
3 - - —
3,545 151 100.0%
4,610 174 95.9%

$ 8,155 325 97.8%
$ 84,092 20,618 90.7%
109,111 13,387 91.8%
217,662 17,057 89.9%
$410,865 51,062 90.7%

The expiring square feet and annual net rent by year for the above Properties in Operation as of December
31, 2002 are as follows (in thousands, except percentages):

YEAR

2003
2004
2005
2006
2007
2008
Thereafter

Total

Total Square Feet

Percent of Total

Expiring Annual

Net Rent

__209%

19

26.3%

INDUSTRIAL-DISTRIBUTION ~_ INDUSTRIAL-FLEX OFFICE TOTAL
EXPIRING  EXPIRING  EXPIRING EXPIRING EXPIRING EXPIRING EXPIRING EXPIRING
SQUARE ANNUAL  SQUARE  ANNUAL  SQUARE  ANNUAL  SQUARE  ANNUAL
FEET NET RENT FEET  NETRENT _ FEET  NETRENT  FEET  NET RENT
2,044 $ 8,338 2,491 $ 21,538 1,790  § 23,249 6,325 $ 53,125
1,870 9,429 1,920 16,749 1,809 27,818 5,599 53,996
2,598 13,723 1,762 15,862 3,075 43,330 7,435 72915
2,271 10,057 1,726 18,943 1,116 16,966 5,113 45,966
2,319 11,029 1,264 12,317 1,545 23,034 5,128 46,380
1,487 7,110 1,283 13,233 1,625 25,577 4,395 45,920
6,118 34,749 1,839 20,059 4,366 78,973 12,323 133,781
18,707 $94,435 12,285 $118,701 15,326 $238,947 46,318 $452,083

20,618 13,387 17,057 51,062




ITEM 3. LEGAL PROCEEDINGS

31, 2002.

20

The ownership of property and provision of services to the public entails an inherent risk of liability.
Although the Company is engaged in litigation incidental to its business, there is no legal proceeding to
which it is a party which, in the opinion of management, will materially adversely affect the results of the
Company’s operations. The Company carries liability insurance against certain types of claims that
management believes meets industry standards; however, there can be no assurance that any future legal
proceedings (including any related judgments, settlements or costs) will not materially adversely affect the
Company’s financial condition, liquidity, or results of operations.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of security holders during the fourth quarter of the year ended December

The table below highlights the Company’s top ten industrial tenants and the top ten office tenants.
PERCENTAGE PERCENTAGE
TOP 16 INDUSTRIAL TENANTS OF NET RENT TOP 10 OFFICE TENANTS OF NET RENT
TIX Corp. 1.2% The Vanguard Group, Inc. 4.8%
Kellogg Company 1.1% GlaxoSmithKline 2.0%
The Government of the United States of America 0.9% Aetna U.S. Healthcare, Inc. 1.4%
Vistakon Division of Johnson & Johnson 0.8% PNC Bank 1.3%
Dial Corporation 0.7% Express Scripts, Inc. 1.2%
DSC Logistics 0.6% Capital One Services, Inc. 1.2%
Great Springs Waters of America, Inc. 0.5% General Motors Acceptance Corp. 1.0%
Fieldcrest Cannon Sure Fit, Inc. 0.5% Citicorp North America, Inc. 1.0%
Alcoa Fujikura LTD. 0.5% Sanofi Winthrop, Inc, 1.0%
Spectrum Supply Chain Services 0.5% R.L. Polk & Co. 0.7%
' 7.3% 15.6% |




PART II

ITEM §. MARKET FOR THE REGISTRANTS’ COMMON EQUITY AND RELATED
SHAREHOLDERS’ MATTERS

The Common Shares are traded on the New York Stock Exchange under the symbol “LRY.” There is no
established public trading market for the Common Units. The following table sets forth, for the calendar
quarters indicated, the high and low closing prices of the Common Shares on the New York Stock Exchange,
and the dividends declared per Common Share for such calendar quarter.

DIVIDENDS
DECLARED PER
HIGH LOW COMMON SHARE
2002
First Quarter $32.90 $28.88 $0.59
Second Quarter 35.17 31.24 0.59
Third Quarter 34.65 27.60 0.60
Fourth Quarter 32.21 28.00 0.60
2001
First Quarter $28.24 $26.30 $0.57
Second Quarter 29.86 27.50 0.57
Third Quarter 31.10 27.70 0.59
Fourth Quarter 30.24 25.75 0.59

As of February 28, 2003, the Common Shares were held by 1,284 holders of record. Since its initial public
offering, the Company has paid regular and uninterrupted dividends.

Although the Company currently anticipates that comparable cash dividends will continue to be paid in the
future, the payment of future dividends by the Company will be at the discretion of the Board of Trustees
and will depend on numerous factors including the Company’s cash flow, its financial condition, capital
requirements, annual distribution requirements under the REIT provisions of the Internal Revenue Code of
1986, as amended, and such other factors as the Board of Trustees deems relevant.
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ITEM 6. SELECTED FINANCIAL DATA

The following table sets forth Selected Financial Data for Liberty Property Trust and Liberty Property
Limited Partnership as of and for the years ended December 31, 2002, 2001, 2000, 1999, and 1998. The
information set forth below should be read in conjunction with “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” and the financial statements and notes thereto appearing
elsewhere in this report. Certain amounts from prior years have been reclassified to conform to current-year
presentation.
LIBERTY PROPERTY TRUST/LIBERTY PROPERTY LIMITED PARTNERSHIP
YEAR ENDED DECEMBER 31,
2002 2001 2000 1999 1998
(IN THOUSANDS)

OPERATING DATA

Total revenue $ 606,029 $ 582912 $ 530,126 $ 470,018 $ 386421
Rental and real estate tax expense 172,715 166,950 147,994 128,893 107,944
Interest expense 116,625 111,179 107,719 99,132 78,334
General and administrative expenses 22,492 21,049 19,258 16,124 15,511
Depreciation and amortization 110,386 101,778 92,907 84,065 67,703
Income before property dispositions

and minority interest 183,811 181,956 162,248 141,804 116,929
(Loss) gain on property dispositions,

including impairment charge (9,300) 2,115 18,386 13,188 (1,28%)
Minority interest 20,282 19,086 20,148 13,455 7,983
Income from continuing operations 154,229 164,985 160,486 141,537 107,661
Extraordinary item-loss on

extinguishment of debt - - 2,103 1,145 -
Discontinued operations, net of

minority interest 7,436 1,552 888 932 954
Net income 161,665 166,537 159,271 141,324 108,615
Preferred share distributions 7,242 11,000 11,000 11,000 11,000

Income available to common
shareholders $ 154423 $ 155537 § 148271 $ 130,324 $ 97,615

Distributions paid on common shares
and units $ 186,051 $ 171,513 § 153,657 $ 133,387 $ 109,361

Distributions paid on preferred shares
and units $ 20694 $ 21613 $ 21,070 $ 14,784 $ 11,000
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PER SHARE DATA
Earnings per share
Basic:
Income from continuing operations
Extraordinary item
Income from discontinued operations
Income per common share — basic
Diluted:
Income from continuing operations
Extraordinary item
Income from discontinued operations
Income per common share — diluted

Distributions paid per common share

Distributions paid per preferred share

Weighted average number of shares
outstanding — basic (1)

Weighted average number of shares
outstanding — diluted (2)

OTHER DATA

Cash provided by operating activities

Cash used in investing activities

Cash (used) provided by financing
activities

Funds from operations (3)

BALANCE SHEET DATA
Net real estate

Total assets

Total indebtedness
Shareholders’ equity

OTHER DATA

Total leaseable square footage of
properties at end of period (in
thousands)

Number of properties at end of period

Percentage leased at end of period

LIBERTY PROPERTY TRUST/LIBERTY PROPERTY LIMITED PARTNERSHIP
YEAR ENDED DECEMBER 31,

2002 2001 2000 1999 1998
(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)
$ 1.96 $ 217 $ 222 $ 1.97 $ 1.58
$ - 8§ - $ (003 $ (002 3 -
$ 010 $ 002 $ 0.0t $ 0.01 $ 002
$ 206 $ 219 $ 220 $ 1.96 $ 1.60
$ 1.92 $ 213 $§ 219 $ 1.96 $ 1.57
$ - § - $ (003 $ (@©02) % -
$ 010 $ 002 $ 001 $ 001 $ 002
$ 202 $§ 215 $ 217 3 1.95 $ 1.59
$ 237 $ 230 § 213 $ 1.87 $ 1.71
$ 1.82 $ 220 $ 220 $ 220 $ 220
75,041 71,184 67,442 66,495 61,036
76,272 73,580 68,173 66,727 61,315
$ 294,562 $ 303,697 $ 240,735 $ 212,421 $ 219,223
(171,619) (233,198) (308,750) (238,778) (839,542)
(131,262) (55,747) 63,589 21,030 579,631
276,217 262,782 234,194 210,982 173,829

LIBERTY PROPERTY TRUST/LIBERTY PROPERTY LIMITED PARTNERSHIP
DECEMBER 31,

2002 2001 2000 1999 1998
(DOLLARS IN THOUSANDS)

$3,394,799  $3,247,527  $3,105,826  $2,880,538  $2,719,549
3,627,061 3,552,825 3,396,355 3,118,133 2,931,408
1,866,187 1,753,131 1,703,896 1,491,238 1,423,843
1,351,589 1,423,422 1,320,805 1,294,607 1,267,036
51,062 49,771 48,216 46,219 44,168
652 645 652 634 608
91% 94% 96% 95% 95%

(1) Basic weighted average number of shares includes only vested Common Shares outstanding during the year.

(2) Diluted weighted average number of shares outstanding includes the dilutive effect of outstanding options for the year ended
December 31, 2002. For the year ended December 31, 2001 such number includes the dilutive effect of outstanding options and the
dilutive effect of Convertible Debentures (the “Convertible Debentures”) see Note 6 of the Company’s financial statements. For the
years ended December 31, 2000, 1999 and 1998, such number includes the dilutive effect of outstanding options yet excludes
Common Shares issuable upon conversion of the Convertible Debentures, because to do so would have been antidilutive. The

Convertible Debentures matured in July 2001.
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(3) “Funds from operations” is defined by the National Association of Real Estate Investment Trusts (“NAREIT”) as net income
(computed in accordance with generally accepted accounting principles (“GAAP™)), excluding gains (or losses) from sales of
property, plus depreciation and amortization, and after adjustments for unconsolidated partnerships and joint ventures. Included in
Funds from operations is the Company’s profit from its merchant building program. For the year ended December 31, 2002, the
Company realized a $1.3 million gain from the disposition of a United Kingdom development property. Funds from operations does
not represent net income or cash flows from operations as defined by GAAP and does not necessarily indicate that cash flows will be
sufficient to fund cash needs. It should not be considered as an alternative to net income as an indicator of the Company’s operating
performance or to cash flows as a measure of liquidity. Funds from operations also does not represent cash flows generated from
operating, investing or financing activities as defined by GAAP. See a reconciliation of net income to Funds from operations in the
section of this Form 10-K entitled, “Management’s Discussion and Analysis of Financial Condition and Results of Operations —
Calculation of Funds from Operations”.

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

OVERVIEW

The Company focuses on creating value for shareholders and increasing profitability and cash flow. With
respect to its Properties in Operation, the Company endeavors to maintain its high occupancy levels while
increasing rental rates. The Company pursues development opportunities that it believes will create value and
yield high returns. The Company also acquires properties which it believes will create long-term value, and
disposes of Properties which no longer fit within the Company’s strategic objectives or in situations where it
can optimize cash proceeds. The Company’s operating results depend primarily upon income from rental
operations and are substantially influenced by rental demand for the Properties in Operation.

In 2002, the continued general slowdown in the economy negatively affected occupancy rates. Additionally,
the imbalance berween supply and demand, resulted in a general decline in market rental rates. Although the
Company has realized increases on some renewal and replacement leases, the negative occupancy and rental
rate trend has been continuing for several quarters and as a result, property level operating income from the
“Same Store” group of properties has decreased. Additionally, tenant improvement and lease transaction costs
on renewal and replacement leases have increased with the resultant effect of increasing property investment
requirements.

The continued economic slowdown has also limited the Company’s ability to achieve growth in operating
income from its development pipeline activity. The decline in demand for real estate has reduced the amount
of development the Company is undertaking. The size of the development pipeline has continued to decrease
as speculative development has been significantly reduced and build-to-suit activity has declined.

As noted above, the Company also seeks to acquire and dispose of Properties in appropriate circumstances.
The Company anticipates that it will pursue acquisition and disposition opportunities during 2003.

FORWARD-LOOKING STATEMENTS

LEATS

When used throughout this report, the words “believes,” “anticipates,” and “expects” and similar expressions
are intended to identify forward-looking statements. Such statements indicate that assumptions have been used
that are subject to a number of risks and uncertainties which could cause actual financial results or
management plans and objectives to differ materially from those projected or expressed herein, including: the
effect of national and regional economic conditions; rental demand; the Company’s ability to identify and
secure additional properties and sites that meet its criteria for acquisition or development; the availability and
cost of capital; and the effect of prevailing market interest rates; and other risks described from time to time
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in the Company’s filings with the Securities and Exchange Commission. Given these uncertainties, readers are
cautioned not to place undue reliance on such statements.

CRITICAL ACCOUNTING POLICIES

The Company’s discussion and analysis of its financial condition and results of operations are based upon the
Company’s consolidated financial statements, which have been prepared in accordance with accounting
principles generally accepted in the United States. The preparation of these financial statements requires the
Company to make estimates, judgments and assumptions that affect the reported amounts of assets, liabilities,
revenues and expenses. The Company bases these estimates, judgments and assumptions on historical
experience and on other factors that are believed to be reasonable under the circumstances. Actual results
may differ from these estimates under different assumptions or conditions.

The Company believes the following critical policies affect its more significant estimates and assumptions
used in the preparation of its consolidated financial statements.

Capitalized Costs

Expenditures directly related to the acquisition, or improvement of real estate, including interest and other
costs capitalized on development projects and land being readied for development, are included in net real
estate and are stated at cost. The Company considers a development property substantially complete upon the
completion of tenant build-out, but no later than one year from the completion of major construction activity.
The capitalized costs include pre-construction costs essential to the development of the property, construction
costs, interest costs, real estate taxes, salaries and other costs incurred during the period of development.
Capitalized salaries and benefits historically represent approximately 1% of the cost of developed properties
brought into service. Capitalized interest for the year ended December 31, 2002 was $16.5 miilion. Included
in capitalized interest costs are the interest costs relating to the Company’s $57.3 million investment (as of
December 31, 2002) in its proposed downtown Philadelphia office tower.

Allowance for Doubtful Accounts

The Company monitors the liquidity and creditworthiness of its tenants on an on-going basis. Based on these
reviews, provisions are established, and an allowance for doubtful accounts for estimated losses resulting
from the inability of its tenants to make required rental payments is maintained. As of December 31, 2002
and 2001, the Company’s allowance for doubtful accounts totaled $6.2 million and $4.9 million, respectively.
For the year ended December 31, 2002, the Company’s bad debt expense totaled $2.6 million as compared to
$2.7 million for the year ended December 31, 2001, or .4% of rental revenue for 2002 compared to .5% for
2001.

Impairment of Real Estate

The Company evaluates its real estate investments upon occurrence of significant adverse changes in
operations to assess whether any impairment indicators are present that affect the recovery of the recorded
value. If any real estate investment is considered impaired, a loss is provided to reduce the carrying value of
the property to its estimated fair value. The Company recognized a $5.3 million asset impairment loss in
2002 on three parcels of land. The Company has evaluated each of the Properties and land held for
development and has determined that there are no additional valuation adjustments that need to be made at
December 31, 2002. As of December 31, 2001 none of the Company’s assets were considered impaired.

RESULTS OF OPERATIONS

The following discussion is based on the consolidated financial statements of the Company. It compares the
results of operations of the Company for the year ended December 31, 2002 with the results of operations of
the Company for the year ended December 31, 2001, and the results of operations of the Company for the
year ended December 31, 2001 with the results of operations of the Company for the year ended December
31, 2000. As a result of the varying level of development, acquisition and disposition activities by the
Company in 2002 and 2001, the overall operating results of the Company during such periods are not directly
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comparable. However, certain data, including the “Same Store” comparison, do lend themselves to direct
comparison.

This information should be read in conjunction with the accompanying consolidated financial statements and
notes included elsewhere in this report.

Comparison of Year Ended December 31, 2002 to Year Ended December 31, 2001.

Total revenue (principally rental revenue and operating expense reimbursement) increased to $606.0 million
for the year ended December 31, 2002 from $582.9 million for the year ended December 31, 2001. This
increase was primarily due to an increase in lease termination fees of approximately $8 million. The
remaining increase resulted from the net increased investment in properties developed or acquired, net of
dispositions during the respective periods. The average gross investment in operating real estate owned,
including assets held for sale, for the year ended December 31, 2002 was $3,465.4 million as compared to
$3,301.9 million for the year ended December 31, 2001.

The operating expense recovery percentage (the ratio of operating expense reimbursement to rental property
expenses and real estate taxes) decreased to 93.7% for the year ended December 31, 2002 from 95.7% for the
year ended December 31, 2001, due to the decrease in average occupancy during the year. Average
occupancy for the year ended December 31, 2002 was 92.3% as compared to 95.0% for the year ended
December 31, 2001.

Rental property and real estate tax expenses increased to $172.7 million for the year ended December 31,
2002 from $167.0 million for the year ended December 31, 2001. This increase is due to the increase in the
investment in Properties owned during the respective periods.

Property level operating income, exclusive of lease termination fees, for the “Same Store™ properties
(properties owned since January 1, 2001) decreased to $356.9 million for the year ended December 31, 2002
from $363.3 million for the year ended December 31, 2001, on a straight line basis (which recognizes rental
revenue evenly over the life of the lease), and decreased to $351.2 million for the year ended December 31,
2002 from $355.5 million for the year ended December 31, 2001, on a cash basis. These decreases of 1.8%
and 1.2%, respectively, are primarily due to decreases in occupancy. At December 31, 2002, the occupancy
of the Same Store portfolio was 91.9% as compared to 94.1% at December 31, 2001.

Set forth below is a schedule comparing the property level operating income, on a straight line basis and on a
cash basis, for the Same Store properties for the years ended December 31, 2002 and 2001(in thousands).

STRAIGHT LINE BASIS CASH BASIS
2002 2001 2002 2001

Rental revenue $ 364,023 $ 368949 $ 358,381 $ 361,134
Operating expenses:

Rental property expense 98,872 101,720 98,872 101,720

Real estate taxes 51,076 50,554 51,076 50,554

Operating expense recovery (142,782) (146,643) (142,782) (146,643)
Unrecovered operating expenses 7,166 5,631 7,166 5,631
Property level operating income $ 356,857 $§ 363,318 $ 351,215 $ 355,503

General and administrative expenses increased to $22.5 million for the year ended December 31, 2002 from
$21.0 million for the year ended December 31, 2001. These increases are primarily due to annual salary
increases and the ongoing funding of marketing initiatives.

Depreciation and amortization expenses increased to $110.4 million for the year ended December 31, 2002
from $101.8 million for the year ended December 31, 2001. This increase is due to the increase in the
investment in Properties owned during the respective periods.
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Interest expense increased to $116.6 million for the year ended December 31, 2002 from $111.2 million for
the year ended December 31, 2001. This increase is due to an increase in the average debt outstanding for the
respective periods, which was $1,820.5 million in 2002 and $1,747.9 million in 2001. The effect of the
increases in the average debt outstanding was partially offset by decreases in the weighted average interest
rates for the periods, to 7.09% in 2002 from 7.46% in 2001.

Costs directly related to the development of rental properties and land being readied for development are
capitalized. Capitalized development costs include interest, salaries, property taxes, insurance and other
directly identifiable costs during the period of development. Capitalized salaries and benefits historically
represent approximately 1% of the cost of developed properties brought into service. These amounts are not
included in general and administrative expenses as discussed above. Capitalized interest for the year ended
December 31, 2002 was $16.5 million as compared to $22.3 million for the year ended December 31, 2001.

Implementation of SFAS No. 144 “Accounting for the Impairment or Disposal of Long-Lived Assets”
requires that the operating results of the disposition of real estate sold after December 31, 2001 should be
reflected as discontinued operations. Sales occurring before December 31, 2001, as well as sales of land and
development properties continue to be reflected as a component of income from continuing operations.

In 2002, the Company realized a net loss on property dispositions of $9.3 million, due to the sale of ten
parcels of land, the sale of a property developed for sale in the United Kingdom with a joint venture partner,
and the sale or contribution of 28 Properties and one parcel of land to a joint venture for an aggregate of
$162.6 million, and a $5.3 million impairment loss on three parcels of land. In 2001, the Company realized a
gain on property dispositions of $2.1 million, due to the sale of 37 Properties in Operation, two Properties
Under Development, and eight parcels of land for an aggregate of $157.1 million.

In accordance with SFAS No. 144, net income and gain/(loss) on dispositions of real estate for properties sold
subsequent to December 31, 2001 are reflected in the consolidated statements of operations as discontinued
operations for all periods presented. The increase in income from discontinued operations of $5.9 million for
the year ended December 31, 2002, as compared to the same period in 2001, is primarily due to the gain on
the disposition of the properties sold in 2002.

As a result of the foregoing, the Company’s net income decreased to $161.7 million for the year ended
December 31, 2002 from $166.5 million for the year ended December 31, 2001.

Comparison of Year Ended December 31, 2001 to Year Ended December 31, 2000.

Total revenue increased to $582.9 million for the year ended December 31, 2001 from $530.1 million for the
year ended December 31, 2000. This increase was primarily due to the net increased investment in properties
developed, acquired or disposed of during the respective periods. The average gross investment in operating
real estate owned, including assets held for sale, for the year ended December 31, 2001 was $3,301.9 million
as compared to the $3,131.3 million for the year ended December 31, 2000.

The operating expense recovery percentage decreased to 95.7% for the year ended December 31, 2001 from
97.2% for the year ended December 31, 2000 due to the decrease in average occupancy during the year.

Rental property and real estate tax expenses increased to $167.0 million for the year ended December 31,
2001 from $148.0 million for the year ended December 31, 2000. This increase is due to the increase in the
investment in properties owned during the respective periods.

Property level operating income, exclusive of lease termination fees, for the “Prior Year Same Store”
properties (properties owned since January 1, 2000) increased to $343.7 million for the year ended December
31, 2001 from $337.2 million for the year ended December 31, 2000 on a straight line basis, and increased to
$337.6 million for the year ended December 31, 2001 from $329.0 million for the year ended December 31,
2000, on a cash basis. These increases of 1.9% and 2.6%, respectively, are primarily due to increases in
rental rates, partially offset by a decrease in occupancy, primarily in the office portion of the portfolio.
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Set forth below is a schedule comparing the property level operating income, on a straight line basis and on a
cash basis, for the Prior Year Same Store properties for the years ended December 31, 2001 and 2000 (in
thousands).

STRAIGHT LINE BASIS CASH BASIS
2001 2000 2001 2000

Rental revenue $ 349,207 $ 340961 $ 343,075 $ 332,718
Operating expense:

Rental property expense 95,862 89,173 95,862 89,173

Real estate taxes 48,339 46,034 48,339 46,034

Operating expense recovery (138,687) (131,483) (138,687) (131,483)
Unrecovered operating expenses 5,514 3,724 5,514 3,724
Property level operating income $ 343,693 $ 337237 $ 337,561 $ 328,994

General and administrative expenses increased to $21.0 million for the year ended December 31, 2001 from
$19.3 million for the year ended December 31, 2000. These increases are primarily due to the funding of
initiatives which the Company undertook related to training, internal assurance, property management and
marketing.

Depreciation and amortization expenses increased to $101.8 million for the year ended December 31, 2001
from $92.9 million for the year ended December 31, 2000. This increase is due to the increase in the
investment in properties owned during the respective periods.

Interest expense increased to $111.2 million for the year ended December 31, 2001 from $107.7 million for
the year ended December 31, 2000. This increase is due to an increase in the average debt outstanding for the
respective periods, which was $1,747.9 million in 2001 and $1,589.8 million in 2000. This increase was
partially offset by a decrease in the weighted average interest rates for the periods, to 7.46% in 2001 from
7.57% in 2000.

Costs directly related to the development of rental properties and land being readied for development are
capitalized. Capitalized development costs include interest, salaries, property taxes, insurance and other
directly identifiable costs during the period of development. Capitalized salaries and benefits historically
represent approximately 1% of the cost of developed properties brought into service. These amounts are not
included in general and administrative expenses as discussed above. Capitalized interest for the year ended
December 31, 2001 was $22.3 million as compared to $17.8 million for the year ended December 31, 2000.

In 2001, the Company realized a gain on property dispositions of $2.1 million, due to the sale of 37
Properties in Operation, two Properties Under Development, and eight parcels of land for an aggregate of
$157.1 million. In 2000, the Company realized a gain on property dispositions of $18.4 million, due to the
sale of 20 Properties in Operation and 11 parcels of land for an aggregate of $122.5 million.

In 2000, the Company repurchased $10.9 million principal amount of its Convertible Debentures resulting in
the recognition of an extraordinary loss of $2.1 million. This loss represents the redemption premium and the
write-off of related deferred financing costs.

As a result of the foregoing, the Company’s net income increased to $166.5 million for the year ended
December 31, 2001 from $159.3 million for the year ended December 31, 2000.
LIQUIDITY AND CAPITAL RESOQURCES

As of December 31, 2002, the Company had cash and cash equivalents of $11.1 million, including $3.1
million in cash held in escrow for the payment of real estate taxes.

Net cash flow provided by operating activities decreased to $294.6 million for the year ended December 31,
2002 from $303.7 million for the year ended December 31, 2001. This $9.1 million decrease was primarily
due to fluctuations in operating assets and liabilities during the respective periods. Net cash flow provided by

28




operations is the primary source of liquidity to fund distributions to shareholders and for the recurring capital
expenditures and leasing transaction costs for the Company’s Properties in Operation.

Net cash used in investing activities decreased to $171.6 million for the year ended December 31, 2002 from
$233.2 million for the year ended December 31, 2001. This decrease primarily resulted from a decrease in
investment in development in progress and land held for development in 2002, which is consistent with the
diminished opportunity to develop property due to the general slowdown in the economy. This decrease is
partially offset by the acquisition and disposition activity during 2002.

Net cash used by financing activities increased to $131.3 million for the year ended December 31, 2002 from
$55.7 million for the year ended December 31, 2001. This $75.6 million increase was primarily due to the
redemption of preferred shares. Net cash provided by or used by financing activities includes proceeds from
the issuance of equity and debt net of debt repayments, shareholder distributions, and the redemption of
preferred shares. Cash provided by financing activities is a source of capital utilized by the Company to fund
investment activities and the decrease in such funding activities for 2002 is consistent with the decrease in
the level of the Company’s investment activities as described above.

The Company believes that its undistributed cash flow from operations is adequate to fund its operating
needs.

The Company funds its development and acquisitions with long-term capital sources to include proceeds from
the disposition of Properties. For the year ended December 31, 2002, these activities were funded through a
$450 million unsecured credit facility (the “$450 million Credit Facility”), which was replaced in January,
2003, with the $350 million Credit Facility. The interest rate on borrowings under the $350 million Credit
Facility fluctuates based upon ratings from Moody’s Investors Service, Inc. (“Moody’s™), Standard and Poor’s
Ratings Group (“S&P”) and Fitch, Inc. (“Fitch”). The current ratings for the Company’s senior unsecured
debt are Baa2, BBB and BBB from Moody’s, S&P and Fitch, respectively. At these ratings, the interest rate
for borrowings under the $350 million Credit Facility is 70 basis points over LIBOR. The $350 million Credit
Facility expires January, 2006.

The Company uses debt financing to lower its overall cost of capital in an attempt to increase the return to
shareholders. The Company staggers its debt maturities and maintains debt levels it considers to be prudent.
In determining its debt levels, the Company considers various financial measures including the debt to gross
assets ratio and the earnings to fixed charge coverage ratio. As of December 31, 2002 the Company’s debt to
gross assets ratio was 45.4%, and the earnings to fixed charge coverage ratio was 2.7x. Debt to gross assets
equals total long-term debt and borrowings under the $450 million Credit Facility divided by total assets plus
accumulated depreciation. Earnings to fixed charges equals income before property dispositions and minority
interest, including operating activity from discontinued operations, plus interest expense and depreciation and
amortization divided by interest expense, including capitalized interest, plus distributions on preferred shares
and units.

As of December 31, 2002, $315.3 million in mortgage loans and $1,418.9 million in unsecured notes were
outstanding with a weighted average interest rate of 7.4%. The interest rates on $1,710.8 million of mortgage
loans and unsecured notes are fixed and range from 6.0% to 8.8%. Interest rates on $23.4 million of mortgage
loans float with the base rate of the respective lending bank or a municipal bond index. The weighted average
remaining term for the mortgage loans and unsecured notes is 6.6 years.

In 2003, $73.9 million principal amount of 7.2% unsecured debt will mature. The Company anticipates that it
will refinance or retire these maturities through its available sources of capital.

General
The Company believes that its existing sources of capital will provide sufficient funds to finance its continued
development and acquisition activities. The Company’s existing sources of capital include the public debt and
equity markets, proceeds from Property dispositions and net cash provided from operating activities.
Additionally, the Company expects to incur variable rate debt, including borrowings under the $350 million
Credit Facility from time to time. :
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In 2002, the Company received approximately $23.0 million in net proceeds from the issuance of 7.625%
Series D Cumulative Redeemable Preferred Units and approximately $148.1 million in net proceeds from the
issuance of 6.375% senior unsecured notes due 2012. The Company used the net proceeds from the issuance
of preferred units and unsecured notes to pay down borrowings on the $450 million Credit Facility which was
used to fund development and acquisition activity.

In 2001, the Company received approximately $246.2 million in net proceeds from the issuance of unsecured
notes. The Company used the net proceeds to pay down borrowings on the $450 million Credit Facility which
was used to fund development and acquisition activity.

In August 2002, the Company redeemed for $125 million its outstanding 8.8% Series A Cumulative
Redeemable Preferred Shares.

The Board of Trustees has authorized a share repurchase program under which the Company may purchase
up to $100 million of the Company’s Common Shares, preferred shares or Convertible Debentures. Through
December 31, 2002, the Company purchased 59,100 Common Shares and purchased Convertible Debentures
exchangeable into 877,950 Common Shares. The total cost for the purchase of the Common Shares and
Convertible Debentures was approximately $21.9 million.

In July 2001, the Convertible Debentures matured. Of the remaining $41.7 million outstanding as of June 30,
2001, $41.1 million were converted into Common Shares prior to the maturity date at a rate of one common
share for each $20 outstanding, or 2,057,300 Common Shares, and $597,000 was settled in cash.

In September 2002, the quarterly Common Share dividend was increased to $0.60 per share from $0.59 per
share. The Company’s annual Common Share dividend paid was $2.37 per share, $2.30 per share and $2.13
per share in 2002, 2001 and 2000, respectively. In 2002, the Company’s dividend payout ratio was
approximately 69% of Funds from operations (as defined below).

The Company has an effective S-3 shelf registration statement on file with the Securities and Exchange
Commission (the “Shelf Registration Statement™). As of February 28, 2003, pursuant to the Shelf
Registration Statement, the Trust had the capacity to issue up to $688.4 million in equity securities and the
Operating Partnership had the capacity to issue up to $324.3 million in debt securities.

Related Party Transactions

Pursuant to agreements, the Company provides management services with respect to RKL, which is currently
owned by certain affiliates of the Company. For the years ended December 31, 2002, 2001, and 2000, the
fees for these services were $600,000 per year. The Company pays a fee to RKL for management services
which it provides for the Company’s properties owned in the United Kingdom. For the years ended December
31, 2002, 2001 and 2000, the fees for these services were $662,000, $376,000 and $44,000, respectively. The
Company had accounts receivable and loans receivable from RKL and affiliates with balances of $9.0 million
and $24.3 million, respectively, as of December 31, 2002 and $3.8 million and $17.3 million, respectively, as
of December 31, 2001. The Company recognized interest income on notes receivable from RKL of $3.3
million, $2.2 million, and $1.1 million for the years ended December 31, 2002, 2001 and 2000, respectively.
The Company has the option to purchase this affiliate for nominal consideration. It is likely that RKL will be
consolidated into the Company’s financial statements either through exercise of the option to buy, or through
the adoption of FIN No. 46, as defined in Note 2 of the Company’s financial statements. The Company’s total
assets and liabilities will change by less than 1% as a result of the consolidation (see Note 5 of the
Company’s financial statements).

Envestment in Unconsolidated Joint Ventures

In 2002 the Company partnered with the Public Employees’ Retirement Association of Colorado on a $123
million joint venture consisting of the Company’s southern New Jersey industrial portfolio. The Company
sold or contributed 28 distribution Properties totaling 3.1 million square feet and approximately 43 acres of
developable land. The Company retained a 25% ownership interest in the venture, and realized proceeds of
approximately $109 million from the transaction. The Company will receive development, leasing and
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property management fees, and may receive a promoted interest if certain return thresholds are met. The
venture is financed with approximately 60% leverage.

Calculation of Funds from Operations

Management generally considers Funds from operations (as defined below) a useful financial performance
measure of the operating performance of an equity REIT, because, together with net income and cash flows,
Funds from operations provides investors with an additional basis to evaluate the ability of a REIT to incur
and service debt and to fund dividends and ongoing capital expenditures. Funds from operations is defined by
NAREIT as net income (computed in accordance with generally accepted accounting principles (“GAAP™)),
excluding gains (or losses) from sales of property, plus depreciation and amortization, and after adjustments
for unconsolidated partnerships and joint ventures. Included in Funds from operations is the Company’s profit
from its merchant building program. For the year ended December 31, 2002, the Company realized a $1.3
million gain from the disposition of a United Kingdom development property. Funds from operations does not
represent net income or cash flows from operations as defined by GAAP and does not necessarily indicate
that cash flows will be sufficient to fund cash needs. It should not be considered as an alternative to net
income as an indicator of the Company’s operating performance or to cash flows as a measure of liquidity.
Funds from operations also does not represent cash flows generated from operating, investing or financing
activities as defined by GAAP. Funds from operations for the years ended December 31, 2002, 2001 and
2000 are as follows:

YEAR ENDED DECEMBER 31,

2002 2001 2000
(IN THOUSANDS)

Income available to common shareholders $ 154,423 $ 155,537 $§ 148271
Adjustments:

Minority interest less preferred unit distributions 7,803 8,559 10,139

Depreciation and amortization 109,063 100,801 92,067

Depreciation and amortization of unconsolidated joint ventures 83 — —

Extraordinary item-loss on extinguishment on debt — — 2,103

Loss (gain) on disposition of properties 4,845 (2,115) (18,386)
Funds from operations $ 276217 $ 262,782 $ 234,194
Inflation

Inflation has remained relatively low during the last three years, and as a result, it has not had a significant
impact on the Company during this period. The $350 million Credit Facility bears interest at a variable rate;
therefore, the amount of interest payable under the $350 million Credit Facility will be influenced by changes
in short-term interest rates, which tend to be sensitive to inflation. To the extent an increase in inflation would
result in increased operating costs, such as in insurance, real estate taxes and utilities, substantially all of the
tenants’ leases require the tenants to absorb these costs as part of their rental obligations. In addition, inflation
also may have the effect of increasing market rental rates.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The following discussion about the Company’s risk management includes forward-looking statements that
involve risks and uncertainties. Actual results could differ materially from the results discussed in the
forward-looking statements.

The Company’s primary market risk exposure is to changes in interest rates.

The Company is exposed to market risk related to its $350 million Credit Facility and certain other
indebtedness as discussed in “Management’s Discussion and Analysis of Financial Condition and Results of
Operations ~ Liquidity and Capital Resources.” The interest on the $350 million Credit Facility and such
other indebtedness is subject to fluctuations in the market.
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The Company also uses long-term and medium-term debt as a source of capital. These debt instruments are
typically issued at fixed interest rates. When these debt instruments mature, the Company typically refinances
such debt at then-existing market interest rates which may be more or less than the interest rates on the
maturing debt. In addition, the Company may attempt to reduce interest rate risk associated with a forecasted
issuance of new debt. In order to reduce interest rate risk associated with these transactions, the Company
occasionally enters into interest rate protection agreements.

If the interest rates for variable rate debt were 100 basis points higher or lower during 2002, the Company’s
interest expense would have been increased or decreased by approximately $1.4 million. If the interest rate
for the fixed rate debt maturing in 2003 was 100 basis points higher or lower than its current rate of 7.2%,
the Company’s interest expense would be increased or decreased by approximately $500,000.

The sensitivity analysis above assumes no changes in the Company’s financial structure. It also does not
consider future fluctuations in interest rates or the specific actions that might be taken by management to
mitigate the impact of such fluctuations.

The Company is also exposed to currency risk on its $86.7 million investment in the United Kingdom. The
Company does not believe that this currency risk exposure is material to its financial statements.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The dual presentation of financial statements for the Company is required by the Securities and Exchange
Commission. The Company is comprised of two Securities and Exchange Commission registrants: Liberty
Property Trust and Liberty Property Limited Partnership. Accordingly, financial statements are required for
each registrant. The financial information contained within the two sets of financial statements is essentially
the same.
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MANAGEMENT’S DISCUSSION OF FINANCIAL REPCRTING RESPONSIBILITY REPORTS OF
ERNST & YOUNG LLP, INDEPENDENT AUDITORS AND CONSCLIDATED FINANCIAL
STATEMENTS

Management’s Discussion of Financial Reporting Responsibility - Liberty Property Trust

Report of Independent Auditors — Liberty Property Trust

Financial Statements — Liberty Property Trust:

Balance Sheets:
Liberty Property Trust Consolidated as of December 31, 2002 and 2001

Statements of Operations:
Liberty Property Trust Consolidated for the years ended December 31, 2002, 2001 and 2000

Statements of Shareholders’ Equity:
Liberty Property Trust Consolidated for the years ended December 31, 2002, 2001 and 2000

Statements of Cash Flows:
Liberty Property Trust Consolidated for the years ended December 31, 2002, 2001 and 2000

Notes to Consolidated Financial Statements — Liberty Property Trust

Financial Statement Schedule — Liberty Property Trust:
Schedule IIT — Real Estate and Accumulated Depreciation as of December 31, 2002

Management’s Discussion of Financial Reporting Responsibility - Liberty Property Limited Partnership

Report of Independent Auditors — Liberty Property Limited Partnership

Financial Statements — Liberty Property Limited Partnership:

Balance Sheets:
Liberty Property Limited Partnership Consolidated as of December 31, 2002 and 2001

Statements of Operations:
Liberty Property Limited Partnership Consolidated for the years ended December 31, 2002, 2001 and 2000

Statements of Owners’ Equity:
Liberty Property Limited Partnership Consolidated for the years ended December 31, 2002, 2001 and 2000

Statements of Cash Flows:
Liberty Property Limited Partnership Consolidated for the years ended December 31, 2002, 2001 and 2000

Notes to Consolidated Financial Statements — Liberty Property Limited Partnership

Financial Statement Schedule — Liberty Property Limited Partnership:
Schedule III — Real Estate and Accumulated Depreciation as of December 31, 2002
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MANAGEMENT’S DISCUSSION OF FINANCIAL REPORTING RESPONSIBILITY

The financial statements presented in this Annual Report have been prepared with integrity and are the
responsibility of the management of Liberty Property Trust. These financial statements are prepared in
conformity with accounting principles generally accepted in the United States and properly reflect certain
estimates and judgments based upon the best available information. Management also prepared the other
information in the Annual Report and is responsible for its accuracy and consistency with the consolidated
financial statements.

The Company’s system of internal controls is designed to provide reasonable assurance as to the proper
authorization of transactions, the safeguarding of Company assets and the accuracy and reliability of the
financial records. This system is reviewed and modified in response to changing business conditions and
operations, and as a result of recommendations by the external and internal auditors. In addition, the
Company has distributed to its employees its policies for conducting business affairs in a lawful and ethical
manner.

The accounting firm of Emst & Young LLP has performed an independent audit of the Company’s financial
statements. Their audit was performed in accordance with auditing standards generally accepted in the United
States. Management believes that all representations made to Ernst & Young LLP during its audit were valid
and appropriate.

The adequacy of the Company’s internal controls and the accounting principles employed in financial
reporting are under the general oversight of the Audit Committee of the Board of Trustees. The Audit
Committee, consisting solely of outside Trustees, meets periodically with the external auditors, the internal
auditors and representatives of management to discuss auditing and financial reporting matters. The external
auditors and the internal auditors also have full and free access to meet privately with the Audit Committee.

LIBERTY PROPERTY TRUST

/s/ WILLIAM P. HANKOWSKY

By: William P. Hankowsky
President and Chief Executive Officer

LIBERTY PROPERTY TRUST
/s/ GEORGE J. ALBURGER, JR.

By: George I. Alburger, Jr.
Executive Vice President and Chief Financial Officer
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REPORT OF INDEPENDENT AUDITORS

To The Board of Trustees and Shareholders Liberty Property Trust

We have audited the accompanying consolidated balance sheets of Liberty Property Trust (the “Trust”) as of
December 31, 2002 and 2001, and the related consolidated statements of operations, shareholders’ equity, and
cash flows for each of the three years in the period ended December 31, 2002. Qur audits also included the
financial statement schedule listed in the Index at Item 15. These financial statements and schedule are the
responsibility of the Trust’s management. Our responsibility is to express an opinion on these financial
statements and schedule based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the consolidated financial position of Liberty Property Trust at December 31, 2002 and 2001, and the
consolidated results of its operations and its cash flows for each of the three years in the period ended
December 31, 2002, in conformity with accounting principles generally accepted in the United States. Also,
in our opinion, the related financial statement schedule, when considered in relation to the basic financial
statements taken as a whole, presents fairly in all material respects the information set forth therein.

As discussed in Note 14 to the financial statements, the Trust adopted the provisions of Statement of
Financial Accounting Standards No. 144 — Accounting for the Impairment or Disposal of Long-Lived Assets
in 2002.

Philadelphia, Pennsylvania /s/ ERNST & YOUNG LLP
February 7, 2003
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CONSOLIDATED BALANCE SHEETS OF LIBERTY PROPERTY TRUST
(IN THOUSANDS, EXCEPT SHARE AMOUNTS)

DECEMBER 31,

2002 2001

ASSETS
Real estate:

Land and land improvements $ 504,808 $ 447826

Buildings and improvements 3,048,676 2,778,430

Less accumulated depreciation (485,206) (395,065)
Operating real estate 3,068,278 2,831,191
Development in progress 163,379 252,789
Land held for development 163,142 163,547
Net real estate 3,394,799 3,247,527
Cash and cash equivalents 11,071 19,390
Accounts receivable 14,349 15,470
Deferred financing and leasing costs, net of accumulated amortization :

(2002 $75,833; 2001 $59,531) 71,544 66,991
Investment in unconsolidated joint ventures 14,963 -
Assets held for sale - 107,972
Prepaid expenses and other assets 120,335 95,475
Total assets $3,627,061 $3,552,825
LIABILITIES
Mortgage loans $ 315,263 $ 340,131
Unsecured notes 1,418,924 1,345,000
Credit facility 132,000 68,000
Accounts payable 24,116 19,057
Accrued interest 32,571 31,392
Dividend payable 48,040 47,577
Other liabilities 96,119 83,852
Total liabilities 2,067,033 1,935,009
Minority interest 208,439 194,394
SHAREHOLDERS® EQUITY
Series A preferred shares, $.001 par value, 5,000,000 shares authorized,

issued and outstanding as of December 31, 2001 - 120,814
Common shares of beneficial interest, $.001 par value, 191,200,000 shares

authorized, 76,484,612 (includes 59,100 in treasury) and 73,721,045

(includes 59,100 in treasury) shares issued and outstanding as of

December 31, 2002 and 2001, respectively 76 74
Additional paid-in capital 1,410,900 1,336,350
Unearned compensation (1,750) (1,056)
Distributions in excess of net income (56,310) (31,433)
Common shares in treasury, at cost, 59,100 shares

as of December 31, 2002 and 2001 (1,327) (1,327)
Total shareholders’ equity 1,351,589 1,423,422
Total liabilities and shareholders’ equity $3,627,061 $3,552,825
See accompanying notes.
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CONSOLIDATED STATEMENTS OF OPERATIONS OF LIBERTY PROPERTY TRUST
(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

YEAR ENDED DECEMBER 31,

2002 2001 2000

REVENUE
Rental $ 435632 $ 416,521 § 381,853
Operating expense reimbursement 161,798 159,822 143,788
Equity in earnings of unconsolidated joint ventures 255 - -
Interest and other 8,344 6,569 4,485
Total revenue 606,029 582,912 530,126
EXPENSES
Rental property 112,408 110,778 96,726
Real estate taxes 60,307 56,172 51,268
Interest 116,625 111,179 107,719
General and administrative 22,492 21,049 19,258
Depreciation and amortization 110,386 101,778 92,907
Total expenses 422,218 400,956 367,878
Income before property dispositions and minority interest 183,811 181,956 162,248
(Loss) gain on property dispositions, including impairment

charge of $5,264 in 2002 (9,300) 2,115 18,386
Minority interest 20,282 19,086 20,148
Income from continuing operations 154,229 164,985 160,486
Extraordinary item-loss on extinguishment of debt - - 2,103
Discontinued operations net of minority interest (including net gain

on property dispositions of $6,959 for the year ended December

31, 2002) 7,436 1,552 888
Net income 161,665 166,537 159,271
Preferred share distributions 7,242 11,000 11,000
Income available to common shareholders $ 154423 § 155,537 $§ 148,271
Earnings per share

Basic:

Income from continuing operations $ 196 $ 217§ 2.22

Extraordinary item - - 0.03)

Income from discontinued operations 0.10 0.02 0.01

Income per common share — basic $ 206 % 219 § 2.20

Diluted:

Income from continuing operations $ 192 § 213§ 2.19

Extraordinary item - - (0.03)

Income from discontinued operations 0.10 0.02 0.01

Income per common share — diluted $ 202 $ 215 % 2.17
Weighted average number of common shares outstanding

Basic 75,041 71,184 67,442

Diluted 76,272 73,580 68,173

See accompanying notes.
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CONSQOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY OF LIBERTY PROPERTY TRUST
(IN THOUSANDS)

Shareholders’ equity at
January 1, 2000

Net proceeds from the
issuance of common shares

Conversion of debentures

Unearned compensation

Net income

Distributions on common
shares

Distributions on preferred
shares

Noncash compensation

Minority interest
reclassification

Balance at December 31,
2000

Net proceeds from the
issuance of common shares

Conversion of debentures

Unearned compensation

Net income

Distributions on common
shares

Distributions on preferred
shares

Noncash compensation

Minority interest
reclassification

Balance at December 31,
2001

Net proceeds from the
issuance of common shares

Unearned compensation

Net income

Distributions on common
shares

Distributions on preferred
shares

Noncash compensation

Minority interest
reclassification

Redemption of preferred
shares

Balance at December 31,
2002

See accompanying notes.

RETAINED
COMMON EARNINGS COMMON
SHARES OF ADDITIONAL (DISTRIBUTIONS SHARES TOTAL
PREFERRED BENEFICIAL PAID-IN UNEARNED IN EXCESS OF HELD IN SHAREHOLDERS’
SHARES INTEREST CAPITAL COMPENSATION NET INCOME) TREASURY EQUITY
$120,814  $67  $1,196736 $ (743)  $ (20,940) $(1,327) $1.294,607
- 1 12,581 - - - 12,582
- - 2,605 - - - 2,605
- - - (947) - - (947)
_ - - - 159,271 - 159,271
- - - - (147,582) - (147,582
- - - - (11,000) - (11,000)
- - 3,024 - - - 3,024
- - 8,245 - - - 8,245
120,814 68 1,223,191  (1,690) (20251)  (1,327) 1,320,805
- 6 31,532 - - - 31,538
- - 70,209 - - - 70,209
- - - 634 - - 634
- - - - 166,537 - 166,537
- - - - (166,719) ~ (166,719)
- - - - (11,000) - (11,000)
- - 1,488 - - - 1,488
- - 9,930 - - - 9,930
120,814 74 1,336,350 (1,056) (31433)  (1,327) 1423422
- 2 67,626 - - - 67,628
- - - (694) - - (694)
- - - - 161,665 - 161,665
- - - - (179,300) — (179,300
- - - - (7,242) - (7,242)
- - 2,640 - - - 2,640
- - 8,533 - - - 8,533
(120,814) - (4,249) - - — (125,063)
$ - $76  $1,410900 $(1,750)  $ (56,310) $(1,327) $1,351,589
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CONSOLIDATED STATEMENTS OF CASH FLOWS OF LIBERTY PROPERTY TRUST
(IN THOUSANDS)

OPERATING ACTIVITIES
Net income

Adjustments to reconcile net income to net cash provided by operating

activities:
Depreciation and amortization
Amortization of deferred financing costs

Equity in earnings of unconsolidated joint ventures

Minority interest in net income
Loss (gain) on property dispositions
Noncash compensation

Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other assets
Accounts payable
Accrued interest
Other liabilities

Net cash provided by operating activities

INVESTING ACTIVITIES

Investment in properties

Investment in unconsolidated joint ventures
Proceeds from disposition of properties/land
Investment in development in progress
Investment in land held for development
Increase in deferred leasing costs

Net cash used in investing activities

FINANCING ACTIVITIES

Net proceeds from issuance of common shares
Net proceeds from issuance of preferred units
Retirement of convertible debentures
Redemption of preferred shares

Proceeds from issuance of unsecured notes
Repayments of unsecured notes

Proceeds from mortgage loans

Repayments of mortgage loans

Proceeds from credit facility

Repayments on credit facility

Increase in deferred financing costs
Distributions paid on common shares
Distributions paid on preferred shares
Distributions paid on units

Net cash (used) provided by financing activities

(Decrease) increase in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

SUPPLEMENTAL DISCLOSURE OF NONCASH

TRANSACTIONS

Write-off of fully depreciated property and deferred costs

Investment in unconsolidated joint ventures
Acquisition of properties

Assumption of mortgage loans

Conversion of convertible debentures

See accompanying notes.

YEAR ENDED DECEMBER 31,

2002 2001 2000
$ 161,665 $ 166,537 $ 159,271
110,891 102,626 93,472
3,979 4,016 3,888
(255) - -
20,657 19,171 20,209
2,341 (2,115)  (18,386)
1,946 2,122 2,077
1,121 (2,846) 764
(26,288) 9,550  (44,646)
5,059 3,385 73
1,179 1,914 7,056
12,267 (663) 16,957
294,562 303,607 240,735
(135,840)  (57,332) (118,735)
(1,655) - -
181,903 151,604 117,009
(167,403)  (255,333)  (177,380)
(29.838)  (54,002) (111,685)
(18,786)  (18,135)  (17,959)
(171,619)  (233,198)  (308,750)
67,628 31,538 12,582
22,954 - 19,461
- (597)  (10,914)
(125,063) - -
148,062 246242 197,073
(100,000) -~ (90,000
8,366 - -
9310)  (31782)  (15.218)
444,000 305200 541,000
(380,000) (413200) (412,000)
(1,143) - (3,665)
(176,924)  (162,118)  (143,560)
9,075)  (11,000)  (11,000)
(20,757)  (20,030)  (20,170)
(131,262)  (55,747) 63,589
(8319) 14,752 (4,426)
19,390 4,638 9,064
11,071 $ 19390 $ 4,638
18,608 $ 33,567 $ 31,021
13,053 - -
- (9.888)  (2.419)
- 9,888 2,419
- 70,209 2,605




NOTES TO CONSCLIDATED FINANCIAL STATEMENTS OF LIBERTY PROPERTY TRUST

iI. ORGANIZATION

Liberty Property Trust (the “Trust”) is a self-administered and self-managed Maryland real estate investment
trust (@ “REIT”). Substantially all of the Trust’s assets are owned directly or indirectly, and substantially all
of the Trust’s operations are conducted directly or indirectly, by its subsidiary, Liberty Property Limited
Partnership, a Pennsylvania limited partnership (the “Operating Partnership” and, together with the Trust and
their consolidated subsidiaries, the “Company”). The Trust is the sole general partner and also a limited
partner of the Operating Partnership, owning 95.4% of the common equity of the Operating Partnership at
December 31, 2002. The Company provides leasing, property management, development, acquisition, and
other tenant-related services for a portfolio of industrial and office properties which are located principally
within the Southeastern, Mid-Atlantic and Midwestern United States.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States requires management to make estimates and assumptions that affect amounts reported in the
financial statements and accompanying notes. Actual results could differ from those estimates.

Principles of Consolidation

The Consolidated Financial Statements of the Company include the accounts of the Trust, the Operating
Partnership, the Operating Partnership’s consolidated subsidiaries and consolidated joint ventures. All
significant intercompany transactions and accounts have been eliminated.

Reclassifications
Certain amounts from prior years have been restated to conform to current-year presentation.

Real Estate and Depreciation
The Properties are recorded at the lower of cost or fair value if impaired and are depreciated using the
straight line method over their estimated useful lives. The estimated useful lives are as follows:

Buildings and improvements 40 years
Equipment 5-10 years
Tenant improvements Term of the related lease

Expenditures directly related to acquisition, or improvement of real estate, including interest and other costs
capitalized during development, are included in net real estate and are stated at cost. The capitalized costs
include pre-construction costs essential to the development of the property, development and construction
costs, interest costs, real estate taxes, salaries and other costs incurred during the period of development.
Expenditures for maintenance and repairs are charged to operations as incurred.

The Company evaluates its real estate investments upon occurrence of a significant adverse change in its
operations to assess whether any impairment indicators are present that affect the recovery of the recorded
value. If any real estate investment is considered impaired, a loss is recognized to reduce the carrying value
of the property to its estimated fair value.

Investment in Unconsolidated Joint Ventures

The Company accounts for its investments in unconsolidated joint ventures under the equity method of
accounting as the Company exercises significant influence, but does not control these entities. Under the
equity method of accounting the net equity investment of the Company is reflected in the Consolidated
Balance Sheet and the Company’s share of net income from the joint venture is included on the Consolidated
Statement of Cperations.
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Cash and Cash Equivalents

Highly liquid investments with a maturity of three months or less when purchased are classified as cash
equivalents. Cash and cash equivalents include $3.1 million in cash held in escrow for the payment of real
estate taxes.

Revenues
The Company earns rental income under operating leases with tenants. Rental income is recognized on a
straight line basis over the applicable lease term. Termination fees are recognized when received.

Deferred Financing and Leasing Costs
Costs incurred in connection with financing or leasing are capitalized and amortized over the term of the
related loan or lease. Deferred financing cost amortization is reported as interest expense.

Income per Common Share
The following table sets forth the computation of basic and diluted income per common share (in thousands,
except per share amounts):

FOR THE YEAR ENDED DECEMBER 31, 2002 FOR THE YEAR ENDED DECEMBER 31, 2001
WEIGHTED WEIGHTED
AVERAGE AVERAGE
INCOME SHARES PER SHARE  INCOME SHARES PER SHARE
(NUMERATOR) (DENOMINATOR) AMOUNT (NUMERATOR) (DENOMINATOR) AMOUNT
Net income $ 161,665 $ 166,537
Less: Preferred share distributions (7,242) (11,000)
Basic income per common share
Income available to common shareholders 154,423 75,041 $ 2.06 155,537 71,184 $ 2.19
Dilutive shares for long-term
compensation plans - 1,231 - 1,062
Convertible debentures - - 2,587 1,334
Diluted income per common share
Income available to common shareholders
and assumed conversions $ 154,423 76,272 $ 202 $ 158,124 73,580 $ 215

FOR THE YEAR ENDED DECEMBER 31, 2000
WEIGHTED

AVERAGE
INCOME SHARES PER SHARE
(NUMERATOR) (DENOMINATOR)  AMOUNT
Net income $ 159,271
Less: Preferred share distributions (11,000)

Basic income per common share
Income available to common shareholders 148,271 67,442 $ 220

Dilutive shares for long-term
compensation plans - 731

Diluted income per common share

Income available to common shareholders
and assumed conversions $ 148,271 68,173 $ 217

Basic income per common share for the years ended December 31, 2001 and 2000, would be $2.20 and $2.19
calculated as if the debenture conversions which occurred in 2001 and 2000 had occurred on January 1, 2001
and 2000, respectively. The Convertible Debentures matured in 2001.

Fair Value of Financial Instruments

The carrying value of cash and cash equivalents, accounts receivable, prepaid expenses, accounts payable and
other assets and liabilities are reasonable estimates of fair values because of the short term maturities of these
investments. The fair value of the Company’s long term debt, which is based on estimates by management
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and on rates quoted on December 31, 2002 for comparable loans, exceeds the aggregate carrying value by
approximately $215 million at December 31, 2002,

Income Taxes

The Company has elected to be taxed as a REIT under Sections 856 through 860 of the Internal Revenue
Code of 1986, as amended (the “Code”). As a result, the Company generally is not subject to federal income
taxation at the corporate level to the extent it distributes annually at least 90% of its REIT taxable income
(95% for the years prior to January 1, 2001), as defined in the Code, to its shareholders and satisfies certain
other requirements. The Company has met these requirements and, accordingly, no provision has been made
for federal income taxes in the accompanying consolidated financial statements.

The Company is subject to certain state and local income, excise and franchise taxes and is subject to tax
with respect to its activities in the United Kingdom. The provision for such taxes has been reflected in
general and administrative expense in the consolidated statements of operations and has not been separately
stated since it is not material.

The Federal tax cost basis of the real estate at December 31, 2002 was approximately $3.7 billion.

Stock-Based Compensation

The Company accounts for stock-based compensation using the intrinsic value method prescribed in
Accounting Principles Board Opinion No. 25, “Accounting for Stock Issued to Employees,” and related
Interpretations (“APB No. 25”). Under APB No. 25, compensation cost is measured as the excess, if any, of
the quoted market price of the Company’s stock at the date of grant over the exercise price of the option
granted. Compensation cost for stock options, if any, is recognized ratably over the vesting period. The
Company’s policy is to grant options with an exercise price equal to the quoted closing market price of the
Company’s stock on the date of the grant. Accordingly, no compensation cost has been recognized for the
Company’s stock option plans. Awards of stock and restricted stock are expensed as compensation on a
current basis over the benefit period.

Newly Issued Accounting Standards

In June 2001, the Financial Accounting Standards Board (*the FASB™), issued Statement of Financial
Standards (“SFAS”) No. 141 (effective June 30, 2001). SFAS No. 141 supercedes APB Opinion No. 16
“Business Combinations”, and SFAS No. 38, “Accounting for Preacquisition Contingencies of Purchased
Enterprises.” SFAS No. 141 requires separate identification and allocation of purchase price to in-place
operating leases in connection with the purchase of real estate assets. This fair value is a function of whether
the remaining cash flows under the leases at the acquisition date are favorable or unfavorable relative to
market prices. The impact of the adoption of SFAS No. 141 did not have a material impact on the
Company’s financial position or results of operations.

In October 2001, the FASB issued SFAS No. 144, “Accounting for the Impairment or Disposal of Long-
Lived Assets” (effective January 1, 2002). SFAS No. 144 supersedes SFAS No. 121, “Accounting for the
Impairment of LLong-Lived Assets and for Long-Lived Assets to be Disposed Of” and the accounting and
reporting provisions for disposals of a segment of a business as addressed in APB Opinion No. 30, “Reported
the Results of Operations — Reporting the Effects of Disposal of a Segment of a Business, and Extraordinary,
Unusual and Infrequently Occurring Events and Transactions”. SFAS No. 144 establishes a single accounting
model for long-lived assets to be disposed of by sale and addresses various implementation issues of SFAS
No. 121. In addition, SFAS No. 144 extends the reporting requirements of discontinued operations to include
components of an entity that have either been disposed of or are classified as held for sale. The Company
adopted SFAS No. 144 as of January 1, 2002. The Company’s adoption of SFAS No. 144 resulted in the
presentation of the net operating results and gains on sale of properties sold during the year ended December
31, 2002, as income from discontinued operations for all periods presented (See Note 14). The adoption of
SFAS No. 144 did not have an impact on net income available to common shareholders. SFAS No. 144 only
impacted the presentation of these properties within the Consolidated Statements of Operations.

In April 2002, the FASB issued SFAS No. 145, “Rescission of FASB No. 4, 44, and 64, Amendment of
FASB No. 13 and Technical Corrections”. This statement eliminates the requirement to report gains
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and losses from extinguishment of debt as extraordinary unless they meet the criteria of APB Opinion 30.
Debt extinguishments that were classified as extraordinary in prior periods presented that do not meet the
criteria of APB Opinion 30 shall be reclassified. The Company will adopt the provisions of SFAS No. 145 on
January 1, 2003.

In December 2002, the FASB issued SFAS No. 148, “Accounting for Stock-Based Compensation —
Transition and Disclosure”. SFAS 148 amends SFAS 123, “Accounting for Stock-Based Compensation”, to
provide alternative methods of transition to SFAS No. 123’s fair value method of accounting for stock-based
employee compensation. The Company intends to account for its employee stock options using the fair value
method beginning January 1, 2003 using the prospective adoption method.

In January 2003, the FASB issued Financial Interpretation No. 46 (“FIN No. 46”), “Consolidation of
Variable Interest Entities”. The consolidation requirements of FIN No. 46 apply immediately to variable
interest entities created after January 31, 2003 and applies to existing variable interest entities in the first
fiscal year or interim period beginning after June 15, 2003. FIN No. 46 requires that a variable interest entity
be consolidated by a company if that company is subject to a majority of the risk of loss from the variable
interest entity’s activities or is entitled to receive a majority of the entity’s residual returns or both. It is likely
that Rouse Kent Limited (“RKL”) will be consolidated into the Company’s financial statements either
through the exercise of the Company’s option to buy, or through the adoption of the provisions of FIN No.
46. The Company’s total assets and liabilities will change by less than 1% as a result of the consolidation
(see Note 5).

3. REAL ESTATE

At December 31, 2002 and 2001, the Company owned and operated industrial and office properties located
principally in suburban mixed-use developments or business parks. The carrying value of these properties by
type is as follows (in thousands):

LAND BUILDINGS
AND LAND AND ACCUMULATED
IMPROVEMENTS IMPROVEMENTS TOTAL DEPRECIATION
2002:
Industrial properties $ 247,667 $1,383,887 $1,631,554 $ 222,424
Office properties 257,141 1,664,789 1,921,930 262,782
2002 Total $ 504,808 $3,048,676 $3,553,484 $ 485,206
2001:
Industrial properties $ 215,568 $1,247,217 $1,462,785 $ 181,957
Office properties 232,258 1,531,213 1,763,471 213,108
2001 Total $ 447826 $2,778,430 $3,226,256 $ 395,065

Depreciation expense was $94.6 million in 2002, $88.2 million in 2001, and $82.2 million in 2000.

As of December 31, 2002, the Company has commenced development on nine properties, which upon
completion are expected to comprise approximately 1.0 million square feet of leaseable space. As of
December 31, 2002, approximately $163.4 million has been expended for the development of these projects
and an additional $32.3 million is estimated to be required for completion.

4. INVESTMENTS IN UNCONSOLIDATED JOINT VENTURES

On November 18, 2002, the Company entered into a joint venture agreement (“Liberty Venture I, LLC”)
with the Public Employees’ Retirement Association of Colorado. The Company sold or contributed 28
properties with a net book value of $127.5 million to the joint venture in exchange for a 25% ownership
interest in the joint venture and $108.8 million in cash. These assets have been classified as held for sale in
the accompanying balance sheet as of December 31, 2001. The Company’s share of this joint venture
earnings is included in equity in earnings of unconsolidated joint ventures in the accompanying statement of
operations. The Company will provide development, leasing and property management services for a fee, and
may receive a promoted interest if certain return thresholds are met.
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The condensed balance sheet as of December 31, 2002 and statement of operations for Liberty Venture I,
LLC, for the period from inception to December 31, 2002 is as follows, (in thousands):

Balance Sheet:

Rental property $123,998
Less accumulated depreciation (327)
Rental property, net 123,671
Other assets 2,916
Total assets $126,587
Mortgage payable $ 72,250
Other liabilities 1,107
Partners’ capital 53,230
Total liabilities and equity $126,587
Statement of operations:
Total revenues $ 2,380
Operating and other expenses (620)
Depreciation and amortization (331
Interest expense (410)
Net income $ 1,019

5. RELATED PARTY TRANSACTIONS

Pursuant to agreements, the Company provides management services with respect to RKL, which is currently
owned by certain affiliates of the Company. For the years ended December 31, 2002, 2001, and 2000, the
fees for these services were $600,000 per year. The Company pays a fee to RKL for management services
which it provides for the Company’s properties owned in the United Kingdom. For the years ended December
31, 2002, 2001 and 2000, the fees for these services were $662,000, $376,000 and $44,000, respectively. The
Company had accounts receivable and loans receivable from RKL and affiliates with balances of $9.0 million
and $24.3 million, respectively, as of December 31, 2002 and $3.8 million and $17.3 million, respectively, as
of December 31, 2001. The Company recognized interest income on notes receivable from RKL of $3.3
million, $2.2 million, and $1.1 million for the years ended December 31, 2002, 2001 and 2000, respectively.
The Company has the option to purchase this affiliate for nominal consideration.

6. INDEBTEDNESS

Indebtedness consists of mortgage loans, unsecured notes, borrowings under the credit facility, as defined
below and convertible debentures (which matured in 2001). The weighted average interest rates for the years
ended December 31, 2002, 2001, and 2000, were approximately 7.1%, 7.5%, and 7.6%, respectively. Interest
expense for the years ended December 31, 2002, 2001, and 2000, aggregated $116.6 million, $111.2 million,
and $107.7 million, respectively. Interest costs during these periods of $16.5 million, $22.3 million, and $17.8
million, respectively, were capitalized. Cash paid for interest for the years ended December 31, 2002, 2001,
and 2000, was $128.4 million, $128.4 million, and $115.1 million, respectively.

The Company is subject to financial covenants contained in some of the debt agreements, the most restrictive
of which are detailed below under the heading “Credit Facility”. The Company is in compliance with the
financial covenants.

Mortgage Loans, Unsecured Notes
Mortgage loans with maturities ranging from 2003 to 2012 are collateralized by and in some instances cross-
collateralized by properties with a net book value of $491.3 million.
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As of December 31, 2002, $315.3 million in mortgage loans and $1,418.9 million in unsecured notes were
outstanding. The interest rates on $1,710.8 million of mortgage loans and unsecured notes are fixed and range
from 6.0% to 8.8%. Interest rates on $23.4 million of mortgage loans float with the base rate of the respective
lending bank or a municipal bond index. The weighted average remaining term for the mortgage loans and
unsecured notes is 6.6 years. The. scheduled maturities of principal amortization of the Company’s mortgage
loans and the unsecured notes outstanding and the related weighted average interest rates are as follows (in
thousands, except percentages):

MORTGAGES WEIGHTED
PRINCIPAL PRINCIPAL UNSECURED AVERAGE
AMORTIZATION MATURITIES NOTES TOTAL INTEREST RATE

2003 § 7,666 $§ 2970 $ 73924 $ 84,560 7.3%
2004 8,176 33,158 100,000 141,334 7.0%
2005 7,099 115,039 - 122,138 7.6%
2006 5,010 30,098 100,000 135,108 7.2%
2007 4,552 - 100,000 104,552 7.3%
2008 4,248 29,268 - 33,516 7.2%
2009 2,015 42,119 270,000 314,134 7.8%
2010 1,348 - 200,000 201,348 8.5%
2011 1,098 3,533 250,000 254,631 7.3%
2012 192 17,674 150,000 167,866 6.3%
2013 - - 75,000 75,000 6.4%
2018 - - 100,000 100,000 7.5%
$41,404 $273,859 $1,418,924 $1,734,187 7.4%

Credit Facility

For the year ended December 31, 2002, the Company utilized a $450 million unsecured credit facility (the
“$450 million Credit Facility”). The interest rate on borrowings under the $450 million Credit Facility
fluctuated based on senior debt ratings from Moody’s Investors Service, Inc. (“Moody’s”), Standard & Poor’s
Ratings Group (“S&P”) and Fitch, Inc. (“Fitch”). The current ratings for the Company’s senior unsecured
debt are Baa2, BBB, and BBB from Moody’s, S&P, and Fitch, respectively. At these ratings, the interest rate
on the $450 million Credit Facility was 105 basis points over the LIBOR Rate (2.5% at December 31, 2002).
The interest rate for the $450 million Credit Facility at December 31, 2001 was 3.3%. Customary fees
applied to the $450 million Credit Facility including an annual administrative fee and an unused line fee.

In January 2003, the Company obtained a new $350 million unsecured revolving credit facility (the “$350
million Credit Facility™), replacing the $450 million Credit Facility, due April 2003. Based on the Company’s
current ratings, the interest rate on the $350 million Credit Facility is 70 basis points over the LIBOR rate.
There is also a 20 basis point facility fee on the current borrowing capacity payable quarterly in arrears. The
$350 million Credit Facility contains a competitive bid option, whereby lenders participating in the $350
million Credit Facility bid on the interest to be charged. This feature is available for up to $150 million of
borrowings. The $350 million Credit Facility contains financial covenants, certain of which are set forth
below:

— total debt to total assets may not exceed 0.55:1;
— operating cash flows to interest may not be less than 1.85:1;

- earnings before interest, taxes, depreciation and amortization to fixed charges may not be less than
1.75:1;

— unencumbered asset value to unsecured asset value to unsecured debt may not be less than 175%;
— unencumbered cash flow to unsecured debt service must exceed 1.5:1

The $350 million Credit Facility expires in January, 2006. The $350 million Credit Facility provides for up to
$50 million denominated in Pounds Sterling or Euros.
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Convertible Debentures

The Convertible Debentures, which matured on July 1, 2001, were exchangeable for Common Shares of
beneficial interest of the Trust (the “Common Shares™) at a rate of one Common Share for each $20
outstanding principal amount of Convertible Debentures, subject to certain adjustments. The initial interest
rate on the Convertible Debentures was 8.0% and increased with the increases in the distribution payment on
the Company’s Common Shares. At December 31, 2000, the effective interest rate on the Convertible
Debentures was 11.4%.

The Board of Trustees authorized a share repurchase plan under which the Company may purchase up to
$100 million of the Company’s Common Shares, preferred shares or Convertible Debentures. There were no
repurchases during 2002 and 2001. In 2000, the Company repurchased $10.9 million principal amount of the
Convertible Debentures. The repurchase of the Convertible Debentures in 2000 resulted in the recognition of
an extraordinary loss of $2.1 million. This loss represents the redemption premium and the write-off of
related deferred financing costs.

7. LEASING ACTIVITY

Future minimum rental payments due from tenants under noncancelable operating leases as of December 31,
2002 are as follows (in thousands):

2003 $ 439,229
2004 392,342
2005 328,613
2006 267,703
2007 223,532
Thereafter 307,407
TOTAL $1,958,826

In addition to minimum rental payments, most leases require the tenants to pay for their pro rata share of
specified operating expenses. These payments are included as operating expense reimbursement in the
accompanying statements of operations.

8. SHAREHOLDERS’ EQUITY

Common Shares

The Company paid to holders of Common Shares and holders of Common Units, distributions of $186.1
million, $171.5 million, and $153.7 million, during the years ended December 31, 2002, 2001, and 2000,
respectively. On a per share basis, the Company paid Common Share and Unit distributions of $2.37, $2.30,
and $2.13 during the years ended December 31, 2002, 2001, and 2000, respectively.

For federal income tax purposes, the following table summarizes the portions of the Common Share
distributions relating to retumn of capital, ordinary income, and capital gains:

2002 2001 2000
Return of capital - - ~
Ordinary income 91.6% 95.0% 99.5%
Capital gains 8.4% 5.0% 5%

The Company’s federal income tax returns are subject to examination by taxing authorities. Because the
application of tax laws and regulations is susceptible to varying interpretations, the taxability of distributions
could be changed at a later date upon final determination by taxing authorities.
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Treasury Shares

The Board of Trustees authorized a share repurchase plan under which the Company may purchase up to
$100 million of the Company’s Common Shares, preferred shares (as defined below) or Convertible
Debentures. In 1999, the Company repurchased 59,100 of its Common Shares for $1.3 million.

Preferred Shares
The Series A Cumulative Redeemable Preferred Shares (the “Preferred Shares”), which were redeemed on

August 28, 2002, were non-voting and had a liquidation preference of $25.00 per share. The Preferred Shares
were redeemed for $125 million.

The Company paid Preferred Share distributions of $9.1 million, $11.0 million and $11.0 million for the three
years ended December 31, 2002, 2001 and 2000, respectively. On a per share basis, the Company paid
preferred share distributions of $1.82, $2.20 and $2.20 for the three years ended December 31, 2002, 2001,
and 2000.

For federal income tax purposes, the following table summarizes the portions of the preferred shares
distributions relating to return of capital, ordinary income and capital gains:

2002 2001 2000
Return of capital - - -
Ordinary income 100.0% 95.1% 99.5%

Capital gains - 4.9% 5%

Minority Interest

Minority interest in the accompanying consolidated financial statements relates to certain limited partnership
interests of the Operating Partnership issued in connection with the formation of the Company, certain
subsequent acquisitions, and the sale of preferred units. In addition, minority interest includes third-party
ownership interests in two consolidated joint venture investments in the United Kingdom. No Common Units
were issued in connection with acquisitions in 2000, 2001 or 2002. The common limited partnership interests
outstanding as of December 31, 2002 have the same economic characteristics as would 3,724,521 Common
Shares. The common limited partnership interests share proportionately in the net income or loss and in any
distributions of the Operating Partnership and are exchangeable into the same number of Common Shares of
the Trust.

The Company has outstanding the following Cumulative Redeemable Preferred Units of the Operating
Partnership, (the “Preferred Units”):
Date of Liquidation Dividend Redeemable
Issue Issue Amount Units Preference Rate As of Exchangeable after
(in 000’s)
7/28/99 Series B $95,000 3,800 $25 9.25% 7/28/04 7/28/09 into Series B
Cumulative Redeemable
Preferred Shares of
the Trust

4/18/00 Series C  $20,000 800 $25 9.125% 4/18/05 4/18/10 into Series C
Cumulative Redeemable
Preferred Shares of
the Trust

6/10/02 Series D $23,650 473 $50 7.625% 6/10/07 6/10/12 into Series D
Cumulative Redeemable
Preferred Shares of
the Trust
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The Company paid the following Preferred Unit distributions for the year ended December 31:

2092 2001 2000
Distributions (in millions) $ 116 $ 106 $ 10.1
Distribution per unit:
Series B $ 231 $ 231 $ 231
Series C $ 2.28 $ 228 $ 1.60
Series D $ 213 - -

Shareholder Rights Plan

In December 1997, the Board of Trustees of the Company adopted a shareholder rights plan (the
“Shareholder Rights Plan™). Under the Shareholder Rights Plan, one Right (as defined in the Shareholder
Rights Plan) was attached to each outstanding Common Share at the close of business on December 31, 1997.
In addition, a Right will be attached to each share of Common Stock issued in the future. Each Right entitles
the registered holder to purchase from the Company, under certain conditions, a unit (a “Rights Plan Unit”)
consisting of one one-thousandth of a share of a Series A Junior Participating Preferred Share, $0.0001 par
value, (the “Junior Preferred Stock™), of the Company, for $100 per Rights Plan Unit, subject to adjustment.
The Rights become exercisable only if a person or group of affiliated or associated persons (an “Acquiring
Person™) acquires, or obtains the right to acquire, beneficial ownership of Common Shares or other voting
securities (“Voting Stock™) that have 10% or more of the voting pow er of the outstanding shares of Voting
Stock, or if an Acquiring Person commences to make a tender offer or exchange offer to acquire beneficial
ownership of Voting Stock that has 10% or more of the voting power of the outstanding shares of Voting
Stock. The Rights are redeemable by the Company at a price of $0.0001 per Right. If not exercised or
redeemed, all Rights will expire on December 31, 2007.

Dividend Reinvestment Plan

The Company has a Dividend Reinvestment and Share Purchase Plan under which holders of Common Shares
may elect to automatically reinvest their distributions in additional Common Shares and may make optional
cash payments for additional Common Shares. The Company may issue additional Common Shares or
repurchase Common Shares in the open market for purposes of financing its obligations under the Dividend
Reinvestment and Share Purchase Plan. During the years ended December 31, 2002, 2001, and 2000,
1,693,837, 482,822, and 330,612 Common Shares, respectively, were issued through the Dividend
Reinvestment and Share Purchase Plan.

9. EMPLOYEE BENEFIT PLANS

The Company maintains a 401(k) plan for the benefit of its full-time employees. The Company matches the
employees’ contributions up to 3 percent of the employees’ salary and may also make annual discretionary
contributions. Total expense recognized by the Company was $409,000, $453,000 and $342,000 for the years
ended 2002, 2001 and 2000, respectively.

The Company registered 750,000 common shares in connection with an employee share purchase plan
(“ESPP”). The ESPP enables eligible employees to purchase shares of the Company at a 15% discount to fair
market value. A total of 8,977 and 3,613 common shares were issued, in accordance with the ESPP, during
the years ended December 31, 2002 and 2001, respectively.

10. SHARE ©OPTIONS

The Company’s Share Incentive Plan (“Share Incentive Plan”), as amended, has authorized the grant of
options to executive officers, other key employees, non-employee trustees and consultants of up to 9,926,256
shares of the Company’s Common Shares. All options granted have 10-year terms and vest over a 3-year
period, with options to purchase up to 20% of the shares exercisable after the first anniversary, up to 50%
after the second anniversary and 100% after the third anniversary of the date of grant.

The Company has elected to apply Accounting Principles Board Opinion No. 25, “Accounting for Stock
Issued to Employees” (APB 25) and related Interpretations in accounting for its employee stock options.
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Under APB 25, because the exercise price of the Company’s employee stock options equals the market price
of the underlying stock on the date of grant, no compensation expense is recognized. Under the alternative
SFAS No. 123 “Accounting for Stock-Based Compensation”, the Company would recognize compensation
expense equal to the value of such options upon grant date.

Pro forma information regarding net income and earnings per share is required by SFAS No. 123, and has
been determined as if the Company had accounted for its employee stock options under the fair value method
of that Statement. The fair value for these options was estimated at the date of grant using a Black-Scholes
option pricing model with the following weighted-average assumptions for 2002, 2001, and 2000:

2002 2001 2000
Risk-free interest rate 5.0% 5.0% 6.2%
Dividend yield 7.5% 7.9% 8.0%
Volatility factor . 175 175 179
Weighted-average expected life 8 years 8 years 8 years

For purposes of pro forma disclosures, the estimated fair value of the options determined according to the
Black-Scholes option pricing model is amortized to expense over the options’ vesting period. The Company’s
pro forma information follows (in thousands, except per share amounts):

YEAR ENDED DECEMBER 31,

2002 2001 2000

Income available to common shareholders $ 154,423 $ 155,537 $ 148,271
Less: Total share-based compensation expense

determined under fair value based methods

for all awards 2,135 (1,616) (1,443)
Pro forma net income $ 152288 $ 153,921 $ 146,828
Income per common share:

Basic — as reported $ 2.06 $ 2.19 $ 220

Basic — pro forma $ 2.03 $ 2.16 $ 2.18

Diluted — as reported $ 2.02 $ 2.15 $ 2.17

Diluted — pro forma $ 2.00 $ 2.13 $ 2.15

Pro forma disclosures are not likely to be representative of the effects on reported net income for future years
because of the staggered vesting periods of the options.

A summary of the Company’s share option activity, and related information for the years ended December
31, 2002, 2001, and 2000 follows:

2002 2001 2000
WEIGHTED WEIGHTED WEIGHTED
AVERAGE AVERAGE AVERAGE
OPTIONS EXERCISE OPTIONS EXERCISE OPTIONS EXERCISE
(000s) PRICE (000s) PRICE (000S) PRICE
Outstanding-beginning of year 4,947 $ 23.86 4,799 $ 2278 3,536 $ 22.60
Granted 1,606 30.23 1,014 26.97 1,522 22.79
Exercised (772) 22.68 (855) 21.86 (223) 21.23
Forfeited (15) 22.69 (11) 22.69 (36) 20.70
Qutstanding-end of year 5,766 $ 2589 4,947 § 2386 4,799 $ 2278
Exercisable at end of year ‘ 4,218 $ 2295 3,393 $ 2271 2,512 $ 2230
Weighted-average fair value of options
granted during the year $ 1.83 $ 1.45 $ 1.55

Exercise prices for options outstanding as of December 31, 2002 ranged from $19.75 to $34.98. The
weighted-average remaining contractual life of those options is 7.2 years.
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An additional 1,691,578, 3,349,421, and 968,676 Common Shares were reserved for issuance for future grants
from the Share Incentive Plan at December 31, 2002, 2001 and 2000, respectively.

The Company intends to account for its employee stock options using the fair value method beginning
January 1, 2003 using the prospective adoption method.

11. COMMITMENTS AND CONTINGENCIES

All of the Properties and land were subject to Phase I Environmental Assessments and when appropriate
Phase II Environmental Assessments (collectively, the “Environmental Assessments”) obtained in
contemplation of their acquisition by the Company. The Environmental Assessments consisted of, among
other activities, a visual inspection of each Property and its neighborhood and a check of pertinent public
records. The Environmental Assessments did not reveal, nor is the Company aware of, any non-compliance
with environmental laws, environmental liability or other environmental claim that the Company believes
would likely have a material adverse effect on the Company.

Although the Company is engaged in litigation incidental to its business, there is no legal proceeding to
which it is a party which, in the opinion of management, will materially adversely affect the results of the
Company’s operations.

The Company is obligated to purchase approximately $9 million in land under contracts with a variety of
parties.

12. QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

A summary of quarterly results of operations for the years ended December 31, 2002 and 2001 follows.
Certain 2002 and 2001 amounts have been reclassified to conform to the current presentation of discontinued
operations.
QUARTER ENDED
DEC. 31, SEPT. 30, JUNE 30, MARCH 31, DEC. 31, SEPT.30, JUNE 30, MARCH 31,

2002 2002 2002 2002 2001 2001 2001 2001
(in thousands, except per share amounts)
Rental revenue $108,714 $114,299 $106,798  $105,821  $105,719 $104,897 $103,849  $102,056
Income from continuing
operations 32,534 41,043 40,281 40,371 40,293 41,804 41,955 40,933
Discontinued operations 787 597 4,223 1,829 409 510 450 183

Income available to
common shareholders 33,321 39,898 41,754 39,450 37,952 39,564 39,655 38,366

Income per common

share — basic $ 044 $ 053 § 056 S 053 § 052 § 054 $ 056 § 056
Income per common
share — diluted $ 043 8§ 052 8§ 055 $ 053 § 051 § 053 $ 056 $ 055

13. SEGMENT INFORMATION

The Company operates its portfolio of properties throughout the Southeastern, Mid-Atlantic and Midwestern
United States. The Company reviews the performance of the portfolio on a geographical basis, as such, the
following regions are considered the Company’s reportable segments: Southeastern Pennsylvania; New Jersey;
Lehigh Valley, Pennsylvania; Virginia; the Carolinas; Jacksonville, Florida; Minneapolis, Minnesota; Detroit,
Michigan; and all others combined (including Maryland; Tampa, Florida; South Florida; and the United
Kingdom). The Company’s reportable segments are distinct business units which are each managed separately
in order to concentrate market knowledge within a geographical area. Within these reportable segments, the
Company derives its revenues from its two product types: industrial properties and office properties.
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The Company evaluates performance of the reportable segments based on property level operating income,
which is calculated as rental revenue and operating expense reimbursement less rental property expenses and
real estate taxes. The accounting policies of the reportable segments are the same as those for the Company
on a consolidated basis. The operating information by segment is as follows (in thousands):

FOR THE YEAR ENDED DECEMBER 31, 2002

SE New Lehigh The Jackson-  Minne- All
Pennsyl. Jersey Valley Virginia Carolinas ville sota Michigan  Others Total

Real estate related

revenues $182,344 $44,989 $63,464 $49,696 $36,544 $45,651 $49975 $63,501 361,266 $597,430
Rental property expenses

and real estate taxes 51,364 14,265 13,875 12,422 11,002 11,910 18,779 20,744 18,354 172,715

Property level operating

income $130,980 $30,724 349,589 3$37,274 $25,542 $33,741 $31,196 $42,757 $42912 424,715
Other income/expenses, net 240,904
Income before property dispositions and minority interest 183,811
Loss on disposition of properties (9,300)
Minority interest (20,282)
Discontinued operations net of minority interest 7,436
Preferred share distributions (7,242)

Income available to common shareholders $154,423

FOR THE YEAR ENDED DECEMBER 31, 2001

SE New Lehigh The Jackson-  Minne- Al
Pennsyl. Jersey Valley Virginia  Carolinas ville sota Michigan  Others Total

Real estate related

revenues $171,530 $44,317 $56,672 $45,712 $45345 $44,983 $48,775 $59,063 $59,946 $576,343
Rental property expenses

and real estate taxes 49311 14,127 13,606 11,336 12,721 11,822 18,357 19461 16,209 166,950
Property level operating

income $122,219 $30,190 $43,066 $34,376 $32,624 $33,161 $30,418 $39,602 $43,737 409,393
Other income/expenses, net 227,437
Income before property dispositions and minority interest 181,956
Gain on dispositions of properties 2,115
Minority interest (19,086)
Discontinued operations net of minority interest 1,552
Preferred share distributions (11,000)

Income available to common shareholders $155,537

51




FOR THE YEAR ENDED DECEMBER 31, 2000

SE New Lehigh The Jackson-  Minne- All
Pennsyl. Jersey Valley Virginia Carolinas ville sota Michigan  Others Total
Real estate related

revenues $147,307 $42,172 $49,927 $42,956 $41,542 $42,413 $42,556 $56,913 $59,855 $525,641
Rental property expenses

and real estate taxes 40,912 12,925 10,834 9,674 11,391 10,425 16,339 19,611 15,883 147,994
Property level operating

income $106,395 $29,247 $39,093 $33,282 $30,151 $31,988 $26,217 $37,302 $43,972 377,647
Other income/expenses, net 215,399
Income before property dispositions, extraordinary item, and minority interest 162,248
Gain on dispositions of properties 18,386
Extraordinary item-loss on extinguishment of debt (2,103)
Minority interest (20,148)
Discontinued operations net of minority interest 888
Preferred share distributions (11,000)
Income available to cornmon shareholders $148,271
REVENUES YEAR ENDED DECEMBER 31,

2002 2001 2000
Total real estate related revenues for reportable segments $597,430 $576,343 $525,641
Interest and other 8,599 6,569 4,485
Total revenues $606,029 $582,912 $530,126
PRODUCT TYPE INFORMATION REAL ESTATE RELATED REVENUES

YEAR ENDED DECEMBER 31,

2002 2001 2000
Industrial $270,890 $256,267 $236,436
Office 326,540 320,076 289,205
Total real estate related revenues $597,430 $576,343 $525,641
ROLLFORWARD OF OPERATING REAL ESTATE ASSETS BY REPORTABLE SEGMENT

SE New Lehigh The Jackson- Minne- Al
Pennsyl. Jersey Valley Virginia  Carolinas ville sota Michigan Others Total

January 1, 2002  $910,065 $134,052 $320,483 $328,669 $199,984 $298,663 $262,663 $402,165 $369,512 $3,226,236
Additions 62,862 8,893 64,502 21,082 27,812 54,451 42,730 30,539 45,519 358,390
Dispositions (1,352)  (3,884) (7,054) - - (2,038) - (13,369) (3,465) (31,162)
December 31,

2002 $971,575 $139,061 $377,931 $349,751 $227,796 $351,076 $305,393 $419,335 $411,566 3,553,484
Accumulated depreciation (485,206)
Development in progress 163,379
Land held for development 163,142
Assets held for sale -
Other assets 232,262
Total assets December 31, 2002
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ROLLFORWARD OF OPERATING REAL ESTATE ASSETS BY REPORTABLE SEGMENT

SE New Lehigh The Jackson- Minne- Al
Pennsyl. Jersey Valley Virginia  Carolinas ville sota Michigan Others Total
January 1, 2001  $819,122 $252,953 $291,242 $303,036 3$269,496 $302,523 $236,212 $354,120 $368,709 $3,197,413
Additions 93,719 12,761 32,078 32,500 8,778 13,040 26,451 48,045 27,072 204,444
Dispositions (2,776) (131,662)  (2,837) (6,867) (78,290) (16,900) - —  (26,269) (265,601)
December 31,

2001 $910,065 $134,052 $320,483 $328,669 $199,984 $298,663 $262,663 $402,165 $369,512 3,226,256
Accumulated depreciation (395,065)
Development in progress 252,789
Land held for development 163,547
Assets held for sale 107,972
Other assets 197,326
Total assets December 31, 2001 $3,552,825

14. IMPLEMENTATICON OF SFAS NO. 144, “ACCOUNTING FOR THE IMPAIRMENT OR
DISPOSAL OF LONG-LIVED ASSETS”

Discontinued Operations

In accordance with SFAS No. 144 which the Company adopted on January 1, 2002, net income and gain/
(loss) on disposition of real estate for properties sold subsequent to December 31, 2001 are reflected in the
consolidated statements of operations as discontinued operations. The proceeds from dispositions of properties
for the year ended December 31, 2002 were $38.4 million. Below is a summary of the results of operations
of the properties disposed of through the respective disposition dates (in 000’s):

DECEMBER 31,

2002 2001 2000
Revenues $2,238 $4,253 $2,837
Operating expenses (435) (941) 747
Interest expense (446) (827) (576)
Depreciation and amortization (505) (848) (565)
Income from operations $ 852 $1,637 $ 949

Sales occurring before December 31, 2001, as well as sales of land and development properties continue to
be reflected as a component of income from continuing operations.

Assets Held for Sale
During 2002, the Company sold or contributed its New Jersey industrial portfolio to a joint venture as
described in Note 4 — Investments in Unconsolidated Joint Ventures.

The operations of the assets sold are included in income from continuing operations due to the fact that the
Company retains an interest sufficient to enable the Company to exert significant influence over the
purchasing entity’s operating and financial policies. The carrying value of the assets sold is separately
presented in the “Assets held for sale” caption in the accompanying balance sheet for the year ended
December 31, 2001. '

Asset Impairmemnt

In accordance with SFAS No. 144, the Company recognized a $5.3 million impairment loss on three parcels
of land. The Company determined this impairment through a comparison of the aggregate future undiscounted
cash flows to be generated by the properties to the carrying value of the properties.
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SCHEDULE @I
LIBERTY PROPERTY TRUST
REAL ESTATE AND ACCUMULATED DEPRECIATION
(In thousands)

A summary of activity for real estate and accumulated depreciation is as follows:

FOR THE YEARS ENDED DECEMBER 31,

2002 2001 2000
REAL ESTATE:

Balance at beginning of year $ 3,642,592 $ 3,543,301 $ 3,254,751
Additions 309,602 377,237 406,429
Disposition of property (72,189) (277,946) (117,879)

Balance at end of year $ 3,880,005 $ 3,642,592 $ 3,543,301

ACCUMULATED DEPRECIATION:

Balance at beginning of year $ 395,065 $ 334,415 $ 270,174
Depreciation expense 93,134 88,193 82,223
Disposition of property (2,993) (27,543) (17,982)

Balance at end of year $ 485,206 $ 395,065 $ 334415
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MANAGEMENT’S DISCUSSION OF FINANCIAL REPORTING RESPONSIBILITY

The financial statements presented in this Annual Report have been prepared with integrity and are the
responsibility of the management of Liberty Property Limited Partnership acting through its sole general
partner, Liberty Property Trust. These financial statements are prepared in conformity with accounting
principles generally accepted in the United States and properly reflect certain estimates and judgments based
upon the best available information. Management also prepared the other information in the Annual Report
and is responsible for its accuracy and consistency with the consolidated financial statements.

The Operating Partnership’s system of internal controls is designed to provide reasonable assurance as to the
proper authorization of transactions, the safeguarding of Company assets and the accuracy and reliability of

the financial records. This system is reviewed and modified in response to changing business conditions and

operations, and as a result of recommendations by the external and internal auditors.

The accounting firm of Emst & Young LLP has performed an independent audit of the Company’s financial
statements. Their audit was performed in accordance with auditing standards generally accepted in the United
States. Management believes that all representations made to Emst & Young LLP during its audit were valid
and appropriate.

The adequacy of the Company’s internal controls and the accounting principles employed in financial
reporting are under the general oversight of the Audit Committee of the Board of Trustees. The Audit
Committee, consisting solely of outside Trustees, meets periodically with the external auditors, the internal
auditors and representatives of management to discuss auditing and financial reporting matters. The external
auditors and the internal auditors also have full and free access to meet privately with the Audit Committee.

LIBERTY PROPERTY LIMITED PARTNERSHIP
BY: LIBERTY PROPERTY TRUST, ITS SOLE GENERAL PARTNER
s/ WILLIAM P. HANKOWSKY

By: William P. Hankowsky
President and Chief Executive Officer

LIBERTY PROPERTY LIMITED PARTNERSHIP
BY: LIBERTY PROPERTY TRUST, ITS SOLE GENERAL PARTNER

/s/ GEORGE J. ALBURGER, JR.

By: George J. Alburger, Jr.
Chief Financial Officer and Executive Vice President
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REPQORT OF INDEPENDENT AUDITORS

To The Partners
Liberty Property Limited Partnership

We have audited the accompanying consolidated balance sheets of Liberty Property Limited Partnership (“the
Operating Partnership”) as of December 31, 2002 and 2001, and the related consolidated statements of
operations, owners’ equity, and cash flows for each of the three years in the period ended December 31,
2002. Our audits also included the financial statement schedule listed in the Index at Item 15. These financial
statements and schedule are the responsibility of the Operating Partnership’s management. Our responsibility
is to express an opinion on these financial statements and schedule based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the consolidated financial position of Liberty Property Limited Partnership at December 31, 2002 and 2001,
and the consolidated results of its operations and its cash flows for each of the three years in the period ended
December 31, 2002, in conformity with accounting principles generally accepted in the United States. Also,
in our opinion, the related financial statement schedule, when considered in relation to the basic financial
statements taken as a whole, presents fairly in all material respects the information set forth therein.

As discussed in Note 12 to the financial statements, the Operating Partnership adopted the provisions of
Statement of Financial Accounting Standards No. 144 — Accounting for the Impairment or Disposal of Long-
Lived Assets in 2002.

Philadelphia, Pennsylvania /s/ ERNST & YOUNG LLP
February 7, 2003
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CONSOLIDATED BALANCE SHEETS OF
LIBERTY PROPERTY LIMITED PARTNERSHIP
(IN THOUSANDS)

ASSETS

Real estate:
Land and land improvements
Buildings and improvements
Less accumulated depreciation

Operating real estate

Development in progress
Land held for development

Net real estate

Cash and cash equivalents

Accounts receivable

Deferred financing and leasing costs, net of accumulated amortization
(2002, $75,833; 2001, $59,531)

Investment in unconsolidated joint ventures

Assets held for sale

Prepaid expenses and other assets

Total assets

LIABILITIES

Mortgage loans

Unsecured notes

Credit facility

Accounts payable

Accrued interest

Distribution payable

Other liabilities

Total liabilities
Minority interest

OWNERS’ EQUITY

General partner’s equity — preferred units
— COmMmOR units

Limited partners’ equity — preferred units
— cOmmon units

Total owners’ equity

Total liabilities and owners’ equity

See accompanying notes.
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DECEMBER 31,

2002 2001
$ 504,808 $ 447,826
3,048,676 2,778,430
(485206)  (395,065)
3,068,278 2,831,191
163,379 252,789
163,142 163,547
3,394,799 3,247,527
11,071 19,390
14,349 15,470
71,544 66,991
14,963 -
- 107,972
120,335 95,475
$3,627,061  $3,552,825
$ 315263 $ 340,131
1,418,924 1,345,000
132,000 68,000
24,116 19,057
32,571 31,392
48,040 47,577
96,119 83,852
2,067,033 1,935,009
7,054 6,173
- 120,814
1,351,589 1,302,608
135,471 112,516
65,914 75,705
1,552,974 1,611,643
$3,627,061  $3,552,825




CONSOLIDATED STATEMENTS OF OPERATIONS OF
LIBERTY PROPERTY LIMITED PARTNERSHIP

(IN THOUSANDS)

REVENUE

Rental

Operating expense reimbursement

Equity in earnings of unconsolidated joint ventures
Interest and other

Total revenue

EXPENSES

Rental property

Real estate taxes

Interest expense

General and administrative
Depreciation and amortization

Total expenses

Income before property dispositions and minority interest

(Loss) gain on property dispositions, including impairment
charge of $5,264 in 2002

Minority interest

Income from continuing operations

Extraordinary item—Ioss on extinguishment of debt

Discontinued operations (including net gain on property dispositions
of $6,959 for the year ended December 31, 2002)

Net income

Preferred unit distributions

Net income available for common units

Earnings per commen wmit:
Basic:
Income from continuing operations
Extraordinary item
Income from discontinued operations

Income per common unit — basic

Diluted:

Income from continuing operations
Extraordinary item

Income from discontinued operations

Income per common unit — diluted

Weighted average number of common units outstanding
Basic
Diluted

See accompanying notes.
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YEAR ENDED DECEMBER 31,

2002 2001 2000
$435,632  $416,521 $381,853
161,798 159,822 143,788
255 - -
8,344 6,569 4,485
606,029 582,912 530,126
112,408 110,778 96,726
60307 56,172 51,268
116,625 111,179 107,719
22,492 21,049 19258
110,386 101,778 92,907
422218 400956 367,878
183,811 181,956 162,248
9,300) 2,115 18,386
(1,235) - _
173276 184,071 180,634

- - 2,103
7811 1,637 949
181,087 185708 179,480
18.861 21,612 21,070
$162,226 $164.096 $158,410
$ 196 $ 217 $ 222

- - (0.03)
0.10 0.02 0.01
$ 206 $ 219 $ 220
$ 192 $ 213 $ 219

- - (0.03)
0.10 0.02 0.01
$ 202 $ 215 $ 217
78,920 75097 72,165
80,151 77493 72,896




CONSOLIDATED STATEMENTS OF OWNERS’ EQUITY OF
LIBERTY PROPERTY LIMITED PARTNERSHIP

Owners’ equity at January 1, 2000

Contributions from partners
Distributions to partners

Issuance of Operating Partnership Units
Net income

Balance at December 31, 2000

Contributions from partners
Distributions to partners
Net income

Balance at December 31, 2001

Contributions from partners
Distributions to partners

Issuance of Operating Partnership Units
Net income

Balance at December 31, 2002

See accompanying notes.

(IN THOUSANDS)
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GENERAL LIMITED TOTAL
PARTNER’S PARTNERS’ OWNERS’
EQUITY EQUITY EQUITY
$1,294,607 $ 187,511 $1,482,118
25,509 (8,245) 17,264
{158,582) (20,167)  (178,749)
- 19,461 19,461
159,271 20,209 179,480
1,320,805 198,769 1,519,574
113,799 (9,915) 103,884
(177,719) (19,804) (197,523)
166,537 19,171 185,708
1,423,422 188,221 1,611,643
78,107 (8,533) 69,574
(311,605) (20,679) (332,284)
- 22,954 22,954
161,665 19,422 181,087
$1,351,589 $§ 201.385 $1,552,974




CONSOLIDATED STATEMENTS OF CASH FLOWS OF
LIBERTY PROPERTY LIMITED PARTNERSHIP
(IN THOUSANDS)

YEAR ENDED BECEMBER 31,

2002 2001 2000

OPERATING ACTIVITIES
Net income $ 181,087 $ 185,708 $ 179,480
Adjustments to reconcile net income to net cash provided by operating

activities:

Depreciation and amortization 110,891 102,626 93,472

Amortization of deferred financing costs 3.979 4,016 3,888

Equity in earnings of unconsolidated joint ventures (255) - -

Minority interest in net income 1,235 - -

Loss (gain) on property dispositions 2,341 2,115) (18,386)

Noncash compensation 1,946 2,122 2,077
Changes in operating assets and liabilities:

Accounts receivable 1,121 (2,846) 764

Prepaid expenses and other assets (26,288) 9,550 (44,646)

Accounts payable 5,059 3,385 73

Accrued interest 1,179 1,914 7,056

Other liabilities 12,267 (663) 16,957
Net cash provided by operating activities 294,562 303,697 240,735
INVESTING ACTIVITIES
Investment in properties (135,840) (57,332) (118,733)
Investment in unconsolidated joint ventures (1,655) - -
Proceeds from disposition of properties/land 181,903 151,604 117,009
Investment in development in progress (167,403)  (255,333) (177,380)
Increase in land held for development (29,838) (54,002) (111,685)
Increase in deferred leasing costs (18,786) (18,135) (17,959)
Net cash used in investing activities (171,619)  (233,198) (308,750)

FINANCING ACTIVITIES

Retirement of convertible debentures 597) (10,914)

Proceeds from issuance of unsecured notes 148,062 246,242 197,073
Repayment of unsecured notes (100,000) - (90,000)
Proceeds from mortgage loans 8,366 - -
Repayments of mortgage loans 9,310) (31,782) (15,218)
Proceeds from credit facility 444,000 305,200 541,000
Repayments on credit facility (380,000) (413,200) (412,000)
Increase in deferred financing costs (1,143) - (3,665)
Capital contributions 90,582 31,538 32,043
Distributions to partners (331,819) (193,148) (174,730)
Net cash (used) provided by financing activities (131,262) (55,747) 63,589
(Decrease) increase in cash and cash equivalents (8,319) 14,752 (4,426)
Cash and cash equivalents at beginning of year 19,390 4,638 9,064
Cash and cash equivalents at end of year $ 11,071 % 19390 $ 4,638
SUPPLEMENTAL DISCLOSURE OF NONCASH
TRANSACTIONS

Write-off of fully depreciated property and deferred costs $ 18,608 $ 33,567 $ 31,021
Investment in unconsolidated joint ventures 13,053 - -
Acquisition of properties - (9,888) (2,419)
Assumption of mortgage loans - 9,888 2,419
Conversion of convertible debentures - 70,209 2,605

See accompanying notes.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS OF
LIBERTY PROPERTY LIMITED PARTNERSHIP

1. ORGANIZATION

Liberty Property Trust (the “Trust”) is a self-administered and self-managed Maryland real estate investment
trust (a “REIT”). Substantially all of the Trust’s assets are owned directly or indirectly, and substantially all
of the Trust’s operations are conducted directly or indirectly, by its subsidiary, Liberty Property Limited
Partnership, a Pennsylvania limited partnership (the “Operating Partnership” and, together with the Trust and
their consolidated subsidiaries, the “Company”). The Trust is the sole general partner and also a limited
partner of the Operating Partnership, owning 95.4% of the common equity of the Operating Partnership at
December 31, 2002. The Company provides leasing, property management, development, acquisition, and
other tenant-related services for a portfolio of industrial and office properties which are located principally
within the Southeastern, Mid-Atlantic and Midwestern United States.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States requires management to make estimates and assumptions that affect amounts reported in the
financial statements and accompanying notes. Actual results could differ from those estimates.

Principles of Consofidation

The Consolidated Financial Statements of the Company include the accounts of the Operating Partnership, the
Operating Partnership’s consolidated subsidiaries and consolidated joint ventures. All significant intercompany
transactions and accounts have been eliminated.

Reclassifications
Certain amounts from prior years have been restated to conform to current-year presentation.

Real Estate and Depreciation
The Properties are recorded at the lower of cost or fair value if impaired and are depreciated using the
straight line method over their estimated useful lives. The estimated lives are as follows:

Buildings and improvements 40 years
Equipment 5-10 years
Tenant improvements Term of the related lease

Expenditures directly related to acquisition, or improvement of real estate, including interest and other costs
capitalized during development, are included in net real estate and are stated at cost. The capitalized costs
include pre-construction costs essential to the development of the property, development and construction
costs, interest costs, real estate taxes, salaries and other costs incurred during the period of development.
Expenditures for maintenance and repairs are charged to operations as incurred.

The Company evaluates its real estate investments upon occurrence of significant adverse changes in their
operations to assess whether any impairment indicators are present that affect the recovery of the recorded
value. If any real estate investment is considered impaired, a loss is provided to reduce the carrying value of
the property to its estimated fair value.

Investment in Unconsolidated Joint Ventures

The Company accounts for its investments in unconsolidated joint ventures under the equity method of
accounting as the Company exercises significant influence, but does not control these entities. Under the
equity method of accounting the net equity investment of the Company is reflected on the Consolidated
Balance Sheet and the Company’s share of net income from the joint venture is included on the Consolidated
Statement of Operations.
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Cash and Cash Equivalents
Highly liquid investments with a maturity of three months or less when purchased are classified as cash
equivalents. Cash and cash equivalents include $3.1 million in cash held in escrow for the payment of real
estate taxes.

Revenues
The Company earns rental income under operating leases with tenants. Rental income is recognized on a
straight line basis over the applicable lease term. Termination fees are recognized when received.

Deferred Financing and Leasing Costs
Costs incuired in connection with financing or leasing are capltahzed and amortized over the term of the
related loan or lease. Amortization of deferred financing costs is reported as interest expense.

Income per Common Unit ‘
The following table sets forth the computation of basic and diluted income per common unit (in thousands,
except per unit amounts):

FOR THE YEAR ENDED DECEMBER 31, 2002 FOR THE YEAR ENDED DECEMBER 31, 2001

WEIGHTED WEIGHTED
AVERAGE AVERAGE
INCOME UNIT PER UNIT INCOME UNIT PER UNIT
(NUMERATOR) (DENOMINATOR) AMOUNT (NUMERATOR) (DENOMINATOR) AMOUNT
Net income $ 181,087 $ 185,708
Less: Preferred unit distributions (18,861) (21,612)
Basic income per common unit
Income available to common unitholders 162,226 78,920 $ 2.06 164,096 75,097 $ 2.19
Dilutive shares for long-term
compensation plans - 1,231 - 1,062
Convertible debentures - - 2,587 1,334
Diluted income per common unit
Income available to common unitholders
and assumed conversions $ 162,226 80,151 $ 2.02 § 166,683 77,493 § 2.15

FOR THE YEAR ENDED DECEMBER 31, 2000

WEIGHTED
AVERAGE
INCOME UNIT PER UNIT
(NUMERATOR) (DENOMINATOR) AMOUNT
Net income $ 179,480
Less: Preferred unit distributions (21,070)
Basic income per common unit
Income available to common unitholders 158,410 72,165 $ 2.20
Dilutive shares for long-term
compensation plans — 731
Diluted income per common unit
Income available to common unitholders
and assumed conversions $ 158410 72,896 $ 2.17

Basic income per common unit for the vears ended December 31, 2001 and 2000, would be $2.20 and $2.19
calculated as if the debenture conversions which occurred in 2001 and 2000 had occurred on January 1, 2001
and 2000, respectively. The Convertible Debentures matured in 2001.
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Fair Value of Financial Instruments

The carrying value of cash and cash equivalents, accounts receivable, prepaid expenses, accounts payable and
other assets and liabilities are reasonable estimates of fair values because of the short term maturities of these
investments. The fair value of the Company’s long term debt, which is based on estimates by management
and on rates quoted on December 31, 2002 for comparable loans, exceeds the aggregate carrying value by
approximately $215 million at December 31, 2002.

Income Taxes

In conformity with the Internal Revenue Code and applicable state and local tax statutes, taxable income or
loss of the Operating Partnership is required to be reported in the tax returns of the partners in accordance
with the terms of the Partnership Agreement and, accordingly, no provision has been made in the
accompanying financial statements for any federal, state, or local income taxes.

Newly Issued Accounting Standards

In June 2001, the Financial Accounting Standards Board (“the FASB”), issued Statement of Financial
Standards (“SFAS”) No. 141 (effective June 30, 2001). SFAS No. 141 supercedes APB Opinion No. 16
“Business Combinations”, and SFAS No. 38, “Accounting for Preacquisition Contingencies of Purchased
Enterprises.” SFAS No. 141 requires separate identification and allocation of purchase price to in-place
operating leases in connection with the purchase of real estate assets. This fair value is a function of whether
the remaining cash flows under the leases at the acquisition date are favorable or unfavorable relative to
market prices. The impact of the adoption of SFAS No. 141 did not have a material impact on the
Company’s financial position or results of operations.

In October 2001, the FASB issued SFAS No. 144, “Accounting for the Impairment or Disposal of Long-
Lived Assets” (effective January 1, 2002). SFAS No. 144 supersedes SFAS No. 121, “Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed Of” and the accounting and
reporting provisions for disposals of a segment of a business as addressed in APB Opinion No. 30, “Reported
the Results of Operations — Reporting the Effects of Disposal of a Segment of a Business, and Extraordinary,
Unusual and Infrequently Occurring Events and Transactions”. SFAS No. 144 establishes a single accounting
model for long-lived assets to be disposed of by sale and addresses various implementation issues of SFAS
No. 121. In addition, SFAS No. 144 extends the reporting requirements of discontinued operations to include
components of an entity that have either been disposed of or are classified as held for sale. The Company
adopted SFAS No. 144 as of January 1, 2002. The Company’s adoption of SFAS No. 144 resulted in the
presentation of the net operating results and gains on sale of properties sold during the year ended December
31, 2002, as income from discontinued operations for all periods presented (See Note 12). The adoption of
SFAS No. 144 did not have an impact on net income available to common unitholders. SFAS No. 144 only
impacted the presentation of these properties within the Consolidated Statements of Operations.

In April 2002, the FASB issued SFAS No. 145, “Rescission of FASB No. 4, 44, and 64, Amendment of
FASB No. 13 and Technical Corrections”. This statement eliminates the requirement to report gains and
losses from extinguishment of debt as extraordinary unless they meet the criteria of APB Opinion 30. Debt
extinguishments that were classified as extraordinary in prior periods presented that do not meet the criteria of
APB Opinion 30 shall be reclassified. The Company will adopt the provisions of SFAS No. 145 on January 1,
2003.

In January 2003, the FASB issued Financial Interpretation No. 46 (“FIN No. 46”), “Consolidation of
Variable Interest Entities”. The consolidation requirements of FIN No. 46 apply immediately to variable
interest entities created after January 31, 2003 and applies to existing variable interest entities in the first
fiscal year or interim period beginning after June 15, 2003. FIN No. 46 requires that a variable interest entity
be consolidated by a Company if that Company is subject to a majority of the risk of loss from the variable
interest entity’s activities or is entitled to receive a majority of the entity’s residual returns or both. It is likely
that Rouse Kent Limited (“RKL”) will be consolidated into the Company’s financial statements either
through the exercise of the Company’s option to buy, or through the adoption of the provisions of FIN No.
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46. The Company’s total assets and liabilities will change by less than 1% as a result of the consolidation
(see Note 5).

3. REAL ESTATE

At December 31, 2002 and 2001, the Company owned and operated industrial and office properties located
principally in suburban mixed-use developments or business parks. The carrying value of these properties by
type is as follows (in thousands):

LAND BUILDINGS
AND LAND AND ACCUMULATED
IMPROVEMENTS IMPROVEMENTS TOTAL DEPRECIATION
2002:
Industrial properties $247.667 $1,383,887 $1,631,554 $222,424
Office properties 257,141 1,664,789 1,921,930 262,782
2002 Total $504,808 $3,048,676 $3,553,484 $485,206
2001:
Industrial properties $215,568 $1,247,217 $1,462,785 $181,957
Office properties 232,258 1,531,213 1,763,471 213,108
2001 Total $447 826 $2,778,430 $3,226,256 $395,065

Depreciation expense was $94.6 million in 2002, $88.2 million in 2001, and $82.2 million in 2000.

As of December 31, 2002, the Company has commenced development on nine properties, which upon
completion are expected to comprise approximately 1.0 million square feet of leaseable space. As of
December 31, 2002 approximately $163.4 million has been expended for the development of these projects
and an additional $32.3 million is estimated to be required for completion.

4. INVESTMENTS IN UNCONSOLIDATED JOINT VENTURES

On November 18, 2002, the Company entered into a joint venture agreement (“Liberty Venture I, LLC™)
with the Public Employees’ Retirement Association of Colorado. The Company sold or contributed 28
properties with a net book value of $127.5 million to the joint venture for a 25% ownership interest in the
joint venture and $108.8 million in cash. These assets have been classified as held for sale in the
accompanying balance sheet as of December 31, 2001. The Company’s share of this joint venture earnings is
included in equity in earnings of unconsolidated joint ventures in the accompanying statement of operations.
The Company will provide development, leasing and property management services for a fee, and may
receive a promoted interest if certain return thresholds are met.
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The condensed balance sheet as of December 31, 2002 and statement of operations for Liberty Venture I,
LLC, for the period from inception to December 31, 2002 is as follows (in thousands):

Balance Sheet:

Rental property $123,998
Less accumulated depreciation 327
Rental property, net 123,671
Other assets 2916
Total assets $126,587
Mortgage payable § 72,250
Other liabilities 1,107
Partners’ capital 53,230
Total liabilities and equity $126,587
Statement of operations:
Total revenues $ 2,380
Operating and other expenses (620)
Depreciation and amortization (331)
Interest expense 410)
Net income $ 1,019

5. RELATED PARTY TRANSACTIONS

Pursuant to agreements, the Company provides management services with respect to RKL, which is currently
owned by certain affiliates of the Company. For the years ended December 31, 2002, 2001, and 2000, the
fees for these services were $600,000 per year. The Company pays a fee to RKL for management services
which it provides for the Company’s properties owned in the United Kingdom. For the years ended December
31, 2002, 2001 and 2000, the fees for these services were $662,000, $376,000 and $44,000, respectively. The
Company had accounts receivable and loans receivable from RKL and affiliates with balances of $9.0 million
and $24.3 million, respectively, as of December 31, 2002 and $3.8 million and $17.3 million, respectively, as
of December 31, 2001. The Company recognized interest income on notes receivable from RKL of $3.3
million, $2.2 million, and $1.1 million for the years ended December 31, 2002, 2001 and 2000, respectively.
The Company has the option to purchase this affiliate for nominal consideration.

6. INDEBTEDNESS

Indebtedness consists of mortgage loans, unsecured notes, borrowings under the credit facility, as defined
below and convertible debentures (which matured in 2001). The weighted average interest rates for the years
ended December 31, 2002, 2001, and 2000, were approximately 7.1%, 7.5%, and 7.6%, respectively. Interest
expense for the years ended December 31, 2002, 2001, and 2000, aggregated $116.6 million, $111.2 million,
and $107.7 million, respectively. Interest costs during these periods of $16.5 million, $22.3 million, and $17.8
million, respectively, were capitalized. Cash paid for interest for the years ended December 31, 2002, 2001,
and 2000, was $128.4 million, $128.4 million, and $115.1 million, respectively.

The Company is subject to financial covenants contained in some of the debt agreements, the most restrictive
of which are detailed below under the heading “Credit Facility”. The Company is in compliance with the
financial covenants.

Mortgage Loans, Unsecured Notes
Mortgage loans with maturities ranging from 2003 to 2012 are collateralized by and in some instances cross-
collateralized by properties with a net book value of $491.3 million.

As of December 31, 2002, $315.3 million in mortgage loans and $1,418.9 million in unsecured notes were
outstanding. The interest rates on $1,710.8 million of mortgage loans and unsecured notes are fixed and range
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from 6.0% to 8.8%. Interest rates on $23.4 million of mortgage loans float with the base rate of the respective
lending bank or a municipal bond index. The weighted average remaining term for the mortgage loans and
unsecured notes is 6.6 years. The scheduled maturities of principal amortization of the Company’s mortgage
loans and unsecured notes outstanding and the related weighted average interest rates are as follows (in
thousands, except percentages):

MORTGAGES WEIGHTED
PRINCIPAL PRINCIPAL UNSECURED AVERAGE
AMORTIZATION MATURITIES NOTES TOTAL INTEREST RATE

2003 $ 7,666 $ 2970 $ 73,924 $ 84,560 7.3%
2004 8,176 33,158 100,000 141,334 7.0%
2005 7,099 115,039 - 122,138 7.6%
2006 5,010 30,098 100,000 135,108 7.2%
2007 4,552 - 100,000 104,552 7.3%
2008 4,248 29,268 - 33,516 7.2%
2009 2,015 42,119 270,000 314,134 7.8%
2010 1,348 - 200,000 201,348 8.5%
2011 1,098 3,533 250,000 254,631 7.3%
2012 192 17,674 150,000 167,866 6.5%
2013 - - 75,000 75,000 6.4%
2018 - - 100,000 100,000 7.5%

$41,404 $273,859 $1,418,924 $1,734,187 7.4%

Credit Facility

For the year ended December 31, 2002, the Company utilized a $450 million unsecured credit facility (the
“$450 million Credit Facility”). The interest rate on borrowings under the $450 million Credit Facility
fluctuated based on senior debt ratings from Moody’s Investors Service, Inc. (“Moody’s”), Standard & Poor’s
Ratings Group (“S&P”), and Fitch, Inc. (“Fitch™). The current ratings for the Company’s senior unsecured
debt are Baa2, BBB and BBB from Moody’s, S&P, and Fitch respectively. At these ratings, the interest rate
on the $450 million Credit Facility was 105 basis points over the LIBOR (2.5% at December 31, 2002). The
interest rate for the $450 million Credit Facility at December 31, 2001 was 3.3%. Customary fees applied to
the $450 million Credit Facility including an annual administrative fee and an unused line fee.

In January 2003, the Company obtained the $350 million Credit Facility, replacing the $450 million Credit
Facility, due April 2003. Based on the Company’s current ratings, the interest rate on the $350 million Credit
Facility is 70 basis points over the LIBOR rate. There is also a 20 basis point facility fee on the current
borrowing capacity payable quarterly in arrears. The $350 million Credit Facility contains a competitive bid
option, whereby lenders participating in the $350 million Credit Facility bid on the interest to be charged.
This feature is available for up to $150 million of borrowings. The $350 million Credit Facility contains
financial covenants, certain of which are set forth below:

— total debt to total assets may not exceed 0.55:1;
— operating cash flows to interest may not be less than 1.85:1;

— earnings before interest, taxes, depreciation and amortization to fixed charges may not be less than
1.75:1;

— unencumbered asset value to unsecured debt may not be less than 175%;
— unencumbered cash flow to unsecured debt service must exceed 1.5:1

The $350 million Credit Facility expires in January, 2006. The $350 million Credit Facility provides for up to
$50 million denominated in Pounds Sterling or Euros.
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Convertible Debentures

The Convertible Debentures, which matured on July 1, 2001, were exchangeable for Common Shares of
beneficial interest of the Trust (the “Common Shares”) at a rate of one Common Share for each $20
outstanding principal amount of Convertible Debentures, subject to certain adjustments. The initial interest
rate on the Convertible Debentures was 8.0% and increased with the increases in the distribution payment on
the Company’s Common Shares. At December 31, 2000, the effective interest rate on the Convertible
Debentures was 11.4%.

The Board of Trustees authorized a share repurchase plan under which the Company may purchase up to
$100 million of the Company’s Common Shares, Preferred Shares or Convertible Debentures. There were no
repurchases during 2002 and 2001. In 2000, the Company repurchased $10.9 million principal amount of the
Convertible Debentures. The repurchase of the Convertible Debentures in 2000 resulted in the recognition of
an extraordinary loss of $2.1 million. This loss represents the redemption premium and the write-off of
related deferred financing costs.

7. LEASING ACTIVITY

Future minimum rental payments due from tenants under noncancelable operating leases as of December 31,
2002 are as follows (in thousands):

2003 $ 439,229
2004 392,342
2003 328,613
2006 267,703
2007 223,532
Thereafter 307,407
TOTAL $1,958,826

In addition to minimum rental payments, most leases require the tenants to pay for their pro rata share of
specified operating expenses. These payments are included as operating expense reimbursement in the
accompanying statements of operations.

8. OWNERS’ EQUITY

Preferred Units
The Company has outstanding the following Cumulative Redeemable Preferred Units of the Operating
Partnership, (the “Preferred Units”):

Date of Liquidation Dividend Redeemable
Issue Issue Amount Units Preference Rate As of Exchangeable after
(in 000°s)

7/28/99  Series B $95,000 3,800 $25 9.25% 7/28/04 7/28/09 into Series B
Cumulative Redeemable
Preferred Shares of
the Trust

4/18/00 Series C $20,000 800 $25 9.125% 4/18/05 4/18/10 into Series C
Cumulative Redeemable
Preferred Shares of
the Trust

6/10/02  Series D $23,650 473 $50 7.625% 6/10/07 6/10/12 into Series D

Cumulative Redeemable
Preferred Shares of
the Trust
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The Company paid the following Preferred Unit distributions for the year ended December 31:

2002 2001 2009
Distributions (in millions) $ 116 $ 106 $ 101
Distribution per unit:
Series B $ 231 $ 2.3t $ 231
Series C $ 2.28 $ 2.28 $ 160
Series D $ 2.13 - -

Common Units

General and Limited partners’ equity — common units relates to limited partnership interests of the Operating
Partnership issued in connection with the formation of the Company and certain subsequent acquisitions. No
common units were issued in connection with acquisitions in 2000, 2001 or 2002. The common limited
partnership interests outstanding as of December 31, 2002 have the same economic characteristics as would
3,724,521 Common Shares. The interests in the Limited Partnership share proportionately in the net income
or loss and in any distributions of the Operating Partnership and are exchangeable into the same number of
Common Shares of the Trust.

Minority Interest
Minority interest includes a $7.1 million joint venture investment in the United Kingdom.

9. COMMITMENTS AND CONTINGENCIES

All of the Properties and land were subject to Phase I Environmental Assessments and when appropriate
Phase II Environmental Assessments (collectively, the “Environmental Assessments”) obtained in
contemplation of their acquisition by the Company. The Environmental Assessments consisted of, among
other activities, a visual inspection of each Property and its neighborhood and a check of pertinent public
records. The Environmental Assessments did not reveal, nor is the Company aware of, any non-compliance
with environmental laws, environmental liability or other environmental claim that the Company believes
would likely have a material adverse effect on the Company.

Although the Company is engaged in litigation incidental to its business, there is no legal proceeding to
which it is a party which, in the opinion of management, will materially adversely affect the results of the
Company’s operations.

The Company is obligated to purchase approximately $9 million in land under contracts with a variety of
parties.
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10. QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

A summary of quarterly results of operations for the years ended December 31, 2002 and 2001 follows.
Certain 2002 and 2001 amounts have been reclassified to conform to the current presentation of discontinued

operations: QUARTER ENDED

DEC. 31, SEPT. 30, JUNE 3¢, MARCH 31, DEC.31, SEPT. 30, JUNE 30, MARCH 31,

2002 2002 2002 2002 2001 2001 2001 2001
(in thousands, except per share amounts)

Rental revenue $108,714 $114,299 $106,798 $ 105,821 $105,719 $104,897 $103,849 $ 102,056
Income from continuing

operations 37,225 46,075 44,963 45,013 44,943 46,551 46,824 45,753
Discontinued operations 825 628 4,437 1,921 431 538 475 193
Net income 38,050 46,703 49,400 46,934 45,374 47,089 47,299 45,946
Preferred unit

distributions 3,104 4,846 5,508 5,403 5,403 5,403 5,403 5,403
Net income available for

common units 34,946 41,857 43,892 41,531 39,971 41,686 41,896 40,543
Income per common

unit — basic $ 044 $ 053 $§ 056 §% 053 § 052§ 054 $§ 056 § 0.56
Income per common

unit — diluted $§ 043§ 052 8§ 055 % 053 § 051 $ 053 8 056 3% 0.55

11. SEGMENT INFORMATION

The Company operates its portfolio of properties throughout the Southeastern, Mid-Atlantic and Midwestern
United States. The Company reviews the performance of the portfolio on a geographical basis, as such, the
following regions are considered the Company’s reportable segments: Southeastern Pennsylvania; New Jersey;
Lehigh Valley, Pennsylvania; Virginia; the Carolinas; Jacksonville, Florida; Minneapolis, Minnesota; Detroit,
Michigan; and all others combined (including Maryland; Tampa, Florida; South Florida; and the United
Kingdom). The Company’s reportable segments are distinct business units which are each managed separately
in order to concentrate market knowledge within a geographical area. Within these reportable segments, the
Company derives its revenues from its two product types: industrial properties and office properties.

The Company evaluates performance of the reportable segments based on property level operating income,
which is calculated as rental revenue and operating expense reimbursement less rental expenses and real
estate taxes. The accounting policies of the reportable segments are the same as those for the Company on a
consolidated basis. The operating information by segment is as follows (in thousands):

FOR THE YEAR ENDED DECEMBER 31, 2002

SE New Lehigh The Jackson-  Minne- All
Pennsyl. Jersey Valley Virginia Carolinas ville sota Michigan  Others Total

Real estate related

revenues $182,344 $44,989 $63,464 $49,696 $36,544 $45,651 $49,975 $63,501 $61,266 $597,430
Rental property expenses

and real estate taxes 51,364 14,265 13,875 12422 11,002 11,910 18,779 20,744 18,354 172,715
Property level operating

income $130,980 $30,724 $49,589 $37,274 $25,542 $33,741 $31,196 $42,757 $42912 424715
Other income/expenses, net 240,904
Income before property dispositions and minority interest 183,811
Loss on disposition of properties (9,300)
Minority interest (1,235)
Discontinued operations 7,811
Net income 181,087
Preferred unit distributions 18,861
Net income available for common units $162,226
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FOR THE YEAR ENDED DECEMBER 31, 2001

SE New
Pennsyl. Jersey

Lehigh

Valley Virginia

The
Carolinas

Jackson-

Minne- All

ville sota Michigan  Others Total

Real estate related
revenues
Rental property expenses

$171,530 $44,317 $56,672 $45,712

$45,345 $44,983 $48,775 $59,063

$59,946 $576,343

and real estate taxes 49,311 14,127 13,606 11,336 12,721 11,822 18,357 19461 16,209 166,950
Property level operating

income $122,219 $30,190 $43,066 $34,376 $32,624 $33,161 $30,418 $39,602 $43,737 409,393
Other income/expenses, net 227,437
Income before property dispositions and minority interest 181,956
Gain on dispositions of properties 2,115
Minority interest -
Discontinued operations 1,637
Net income 185,708
Preferred unit distributions 21,612
Net income available for common units $164,096
FOR THE YEAR ENDED DECEMBER 31, 2800

SE New Lehigh The Jackson-  Minne- Al
Pennsyl. Jersey Valley Virginia Carolinas ville sota Michigan  Others Total

Real estate related

revenues $147,307 $42,172 $49,927 $42,956 $41,542 $42413 $42,556 $56,913 $59,855 $525,641
Rental property expenses

and real estate taxes 40,912 12,925 10,834 9,674 11,391 10,425 16,339 19,611 15,883 147,994
Property level operating

income $106,395 $29,247 $39,093 $33,282 $30,151 $31,988 $26,217 $37,302 $43,972 377,647
Other income/expenses, net 215,399
Income before property dispositions, extraordinary item, and minority interest 162,248
Gain on disposition of properties 18,386
Minority interest -
Extraordinary item-—loss on extinguishment of debt (2,103)
Discontinued operations 949
Net income 179,480
Preferred unit distributions 21,070
Net income availabie for common units

REVENUES

$158.410

YEAR ENDED DECEMBER 31,

Total real estate related revenues for reportable segments
Interest and other

Total revenues

PRODUCT TYPE INFORMATION

2002 2001 2000
$597,430  $576,343  $525,641
8,599 6,569 4,485
$606,029  $582,912  $530,126

REAL ESTATE RELATED REVENUES

Industrial
Office

Total real estate related revenues
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YEAR ENDED DECEMBER 31,

2002 2001 2000
$270.890  $256,267  $236,436
326,540 320,076 289,205
$597,430  $576,343  $525,641




ROLLFORWARD OF OPERATING REAL ESTATE ASSETS BY REPORTABLE SEGMENT

SE New Lehigh The Jackson-  Minne- All
Pennsyl. Jersey Valley Virginia Carolinas ville sota Michigan  Others Total
January 1, 2002 $910,065 $134,052 $320,483 $328,669 $199,984 $298,663 $262.663 $402,165 $369,512 $3.226.256
Additions 62,862 8,893 64,502 21,082 27,812 54,451 42,730 30,539 45,519 358,390
Dispositions (1,352) (3,884) (7,054) - - (2,038) - (13,369) (3,465 (31,162)
December 31, 2002 $971,575 $139,061 3377931 $349,751 $227,796 $351,076 $305,393 $419,335 $411,566 3,553,484
Accumulated depreciation (485,206)
Development in progress 163,379
Land held for development 163,142
Assets held for sale -
Other assets 232,262

Total assets December 31, 2002 $3,627,061

ROLLFORWARD OF OPERATING REAL ESTATE ASSETS BY REPORTABLE SEGMENT

SE New Lehigh The Jackson-  Minne- Al
Pennsyl. Jersey Valley Virginia Carolinas ville sota Michigan  Others Total
January 1, 2001 $819,122 $252,953 $291,242 $303,036 $269,496 $302,523 $236,212 $354,120 $368,709 $3,197,413
Additions 93,719 12,761 32,078 32,500 8,778 13,040 26451 48,045 27,072 294 444
Dispositions (2,776) (131,662) (2,837) (6,867) (78,290) (16,900) — —  (26,269) (265,601)
December 31, 2001 $910,065 $134,052 $320,483 $328,669 $199,984 $298,663 $262,663 $402,165 $369.512 3,226,256
Accumulated depreciation (395.065)
Development in progress 252,789
Land held for development 163,547
Assets held for sale 107,972
Other assets 197,326
Total assets December 31, 2001 $3,552,825

12. IMPLEMENTATION OF SFAS NO. 144 “ACCOUNTING FOR THE IMPAIRMENT OR
DISPOSAL OF LONG-LIVED ASSETS”

Discontinued Operations

In accordance with SFAS No. 144 which the Company adopted on January 1, 2002, net income and gain/
(loss) on disposition of real estate for properties sold subsequent to December 31, 2001 are reflected in the
consolidated statements of operations as discontinued operations. The proceeds from dispositions of properties
for the year ended December 31, 2002 were $38.4 million. Below is a summary of the results of operations
of the properties disposed of through the respective disposition dates (in 000’s):

DECEMBER 31,

2002 2001 2000
Revenues $2,238 $4,253 $2,837
Operating expenses (435) 941) (747)
Interest expense (446) (827) (576)
Depreciation and amortization (505) (848) (565)
Income from operations $ 852 $1,637 $ 949

Sales occurring before December 31, 2001, as well as sales of land and development properties continue to
be reflected as a component of income from continuing operations.
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Assets Held for Sale
During 2002, the Company sold or contributed its New Jersey industrial portfolio to a joint venture as
described in Note 4 — Investments in Unconsolidated Joint Ventures.

The operations of the assets sold are included in income from continuing operations due tc the fact that the
Company retains an interest sufficient to enable the Company to exert significant influence over the
purchasing entity’s operating and financial policies. The carrying value of the assets sold is separately
presented in the “Assets held for sale” caption in the accompanying balance sheet for the year ended
December 31, 2001.

Asset Impairment

In accordance with SFAS No. 144 the Company recognized a $5.3 million impairment loss on three parcels
of land. The Company determined this impairment through a comparison of the aggregate future undiscounted
cash flows to be generated by the properties to the carrying value of the properties.
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SCHEDULE i1

LIBERTY PROPERTY LIMITED PARTNERSHIP
REAL ESTATE AND ACCUMULATED DEPRECIATION
(In thousands)

A summary of activity for real estate and accumulated depreciation is as follows:

FOR THE YEARS ENDED DECEMBER 31,

2002 2001 2000
REAL ESTATE:

Balance at beginning of year $ 3,642,592 $ 3,543,301 $ 3,254,751
Additions 309,602 377,237 406,429
Disposition of property (72,189) (277,946) (117,879)

Balance at end of year $ 3,880,005 $ 3,642,592 $ 3,543,301

ACCUMULATED DEPRECIATION:

Balance at beginning of year $ 395,065 $ 334415 $ 270,174
Depreciation expense 93,134 88,193 82,223
Disposition of property (2,993) (27,543) (17,982)

Balance at end of year $ 485206 $ 395,065 $ 334415
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.
PART II1

ITEM 1. TRUSTEES AND EXECUTIVE OFFICERS OF THE REGISTRANTS

The information required by Item 10 shall be included in the Proxy Statement to be filed relating to the
Company’s 2003 Annual Meeting of Shareholders and is incorporated herein by reference.

ITEM 11. EXECUTIVE COMPENSATION

The information required by Item 11 shall be included in the Proxy Statement to be filed relating to the
Company’s 2003 Annual Meeting of Shareholders and is incorporated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The information required by Item 12 shall be included in the Proxy Statement to be filed relating to the
Company’s 2003 Annual Meeting of Shareholders and is incorporated herein by reference.

Securities Authorized for Issuance Under Equity Compensation Plans
The information required by Item 12 shall be included in the Proxy Statement to be filed relating to the
Company’s 2003 Annual Meeting of Shareholders and is incorporated herein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information required by Item 13 shall be included in the Proxy Statement to be filed relating to the
Company’s 2003 Annual Meeting of Shareholders and is incorporated herein by reference.

ITEM 14 CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and procedures designed to provide reasonable assurance that information
required to be disclosed in the reports we file with the SEC is recorded, processed, summarized and reported
within the time periods specified in the rules of the SEC. Within 90 days prior to the filing of this Annual
Report on Form 10-K, we carried out an evaluation, under the supervision and the participation of our
management, including our Chief Executive Officer and Chief Financial Officer, of the design and operation
of these disclosure controls and procedures pursuant to Exchange Act Rule 13a-14. Based upon that
evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and
procedures are effective in alerting them in a timely manner to material information relating to the Company
required to be included in our periodic SEC filings.

Changes in Internal Controls
There are no significant changes in internal controls or other factors that could significantly affect our internal
controls subsequent to the date of our evaluation.
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PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

The following consolidated Financial Statements of Liberty Property Trust and Liberty Property Limited

Partnership are included in Item 8.

(A) 1. REPORTS OF ERNST & YOUNG LLP, INDEPENDENT AUDITORS AND
CONSOLIDATED FINANCIAL STATEMENTS

Report of Independent Auditors — Liberty Property Trust

Financial Statements — Liberty Property Trust

Balance Sheets:
Liberty Property Trust Consolidated as of December 31, 2002 and 2001

Statements of Operations:
Liberty Property Trust Consolidated for the years ended December 31, 2002, 2001 and 2000

Statements of Shareholders’ Equity:
Liberty Property Trust Consolidated for the years ended December 31, 2002, 2001 and 2000

Statements of Cash Flows:
Liberty Property Trust Consolidated for the years ended December 31, 2002, 2001 and 2000

Notes to Consolidated Financial Statements — Liberty Property Trust

Report of Independent Auditors — Liberty Property Limited Partnership

Financial Statements — Liberty Property Limited Partnership

Balance Sheets:
Liberty Property Limited Partnership Consolidated as of December 31, 2002 and 2001

Statements of Operations:

Liberty Property Limited Partnership Consolidated for the years ended December 31, 2002, 2001 and 2000

Statements of Owners’ Equity:

Liberty Property Limited Partnership Consolidated for the years ended December 31, 2002, 2001 and 2000

Statements of Cash Flows:

Liberty Property Limited Partnership Consolidated for the years ended December 31, 2002, 2001 and 2000

Notes to Consolidated Financial Statements — Liberty Property Limited Partnership
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2. FINANCIAL STATEMENT SCHEDULES:

Schedule IIT — Real Estate and Accumulated Depreciation as of December 31, 2002 for Liberty Property
Trust

All other schedules are omitted because they are not required or the required information is shown in the
financial statements or notes thereto.

Schedule HI — Real Estate and Accumulated Depreciation as of December 31, 2002 for Liberty Property
Limited Partnership

All other schediles are omitted because they are not required or the required information is shown in the
financial statements or notes thereto.

3. EXHIBITS

The following exhibits are filed herewith or are incorporated by reference to exhibits previously filed.

EXHIBIT NO. DESCRIPTION

311 Amended and Restated Declaration of Trust of the Trust (Incorporated by reference to Exhibit
3.1.1 filed with the Registrants’ Current Report on Form 8-K filed with the Commission on
June 25, 1997 (the “June 1997 Form 8-K”)).

312 Articles Supplementary to the Amended and Restated Declaration of Trust of the Trust
Establishing and Fixing the Rights and Preferences of a Series of Preferred Shares of Beneficial
Interest (Incorporated by reference to Exhibit 1 filed with the Trust’s Registration Statement on
Form 8-A filed with the Commission on August 8, 1997 (the “August 1997 Form 8-A™)).

313 Articles Supplementary to the Amended and Restated Declaration of Trust of the Trust
Relating to Designation, Preferences, and Rights of Series A Junior Participating Preferred
Shares of the Trust. (Incorporated by reference to Exhibit 3.1.3 filed with the Registrants’
Annual Report on Form 10-K for the fiscal year ended December 31, 1997).

3.14 Articles Supplementary to the Amended and Restated Declaration of Trust of the Trust relating
to the 9.25% Series B Cumulative Redeemable Preferred Shares of Beneficial Interest
(Incorporated by reference to Exhibit 3.1.2 filed with the Registrants’ Quarterly Report on
Form 10-Q for the fiscal quarter ended June 30, 1999 (the “Second Quarter 1999 Form

10-Q™)).

3.1.5 Articles Supplementary to the Amended and Restated Declaration of Trust of the Trust relating
to the 9.125% Series C Cumulative Redeemable Preferred Shares of Beneficial Interest.
{Incorporated by reference to Exhibit 3.1.1 filed with the Registrants’ Quarterly Report on
Form 10-Q for the fiscal quarter ended March 31, 2000 (the “First Quarter 2000 Form 10-Q”)).

3.1.6 Articles Supplementary to the Amended and Restated Declaration of Trust of the Trust relating
to the 7.625% Series D Cumulative Redeemable Preferred Shares of Beneficial Interest.
(Incorporated by reference to Exhibit 3.1.1 filed with the Registrants’ Quarterly Report on
Form 10-Q for the fiscal quarter ended June 30, 2002 (the “Second Quarter 2002 Form

10-Q”)).

3.1.7 Second Restated and Amended Agreement of Limited Partnership of the Operating Partnership,
dated as of October 22, 1997 (Incorporated by reference to Exhibit 3.1.1 filed with the
Registrants’ Quarterly Report on Form 10-Q for the fiscal quarter ended September 30, 1997
(the *“Third Quarter 1997 Form 10-Q™)).

3.1.8 First Amendment to Second Restated and Amended Agreement of Limited Partnership of the
Operating Partnership (Incorporated by reference to Exhibit 3.1.1 filed with the Second Quarter
1999 Form 10-Q).
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EXHIBIT NO.

319

3.1.10

3.1.11%*

3.2

4.1

42

43

4.4

4.5

4.6

4.7

DESCRIPTION

Second Amendment to Second Restated and Amended Agreement of Limited Partnership of
the Operating Partnership. (Incorporated by reference to Exhibit 3.1.2 to the First Quarter 2000
Form 10-Q).

Third Amendment to Second Restated and Amended Agreément of Limited Partnership of the
Operating Partnership (Incorporated by reference to Exhibit 3.1.2 to the Second Quarter 2002
10-Q).

Amended and Restated Schedule A to the Second Restated and Amended Agreement of
Limited Partnership of the Operating Partnership.

Amended and Restated By-Laws of the Trust. (Incorporated by reference to Exhibit 3.1.3 filed
with the Registrants’ Quarterly Report Form 10-Q for the fiscal quarter ended June 30, 2000
(the “Second Quarter 2000 Form 10-Q™)).

Rights Agreement, dated as of December 17, 1997, by and between the Trust and the Rights
Agent (Incorporated by reference to Exhibit 1 filed with the Trust’s Registration Statement on
Form 8-A filed with the Commission on December 23, 1997).

Indenture (the “First Indenture”), dated as of August 14, 1997, between the Operating
Partnership, as Obligor, and The First National Bank of Chicago (“First Chicago”), as Trustee
(Incorporated by reference to Exhibit 10.1 filed with the Third Quarter 1997 Form 10-Q).

First Supplemental Indenture, dated as of August 14, 1997, between the Operating Partnership,
as Issuer, and First Chicago, as Trustee, supplementing the First Indenture and relating to
$100,000,000 principal amount of the 7.10% Senior Notes due 2004 and $100,000,000
principal amount of the 7.25% Senior Notes due 2007 of the Operating Partnership
(Incorporated by reference to Exhibit 10.2 filed with the Third Quarter 1997 Form 10-Q).

Senior Indenture (the “Second Indenture”), dated as of October 24, 1997, between the
Operating Partnership, as Obligor, and First Chicago, as Trustee (Incorporated by reference to
Exhibit 10.3 filed with the Third Quarter 1997 Form 10-Q).

First Supplemental Indenture, dated as of October 24, 1997, between the Operating Partnership,
as Issuer, and First Chicago, as Trustee, supplementing the Second Indenture and relating to
the Fixed Rate and Floating Rate Medium-Term Notes due Nine Months or More from Date of
Issue of the Operating Partnership (Incorporated by reference to Exhibit 10.4 filed with the
Third Quarter 1997 Form 10-Q).

Second Supplemental Indenture, dated as of January 12, 1998, between the Operating
Partnership, as Issuer, and First Chicago, as Trustee, supplementing the Second Indenture, and
relating to the Fixed Rate and Floating Rate Medium-Term Notes due Nine Months or more
from Date of Issue of the Operating Partnership (Incorporated by reference to Exhibit 4.1 filed
with the Registrants’ Quarterly Report on Form 10-Q for the fiscal quarter ended March 31,
1998 (the “First Quarter 1998 Form 10-Q”)).

Third Supplemental Indenture, dated as of April 20, 1999, between the Operating Partnership,
as Issuer, and the First National Bank of Chicago, as Trustee, supplementing the Second
Indenture and relating to the $250,000,000 principal amount of 7.75% Senior Notes, due 2009
of the Operating Partnership(Incorporated by reference to Exhibit 4 filed with the Registrants’
Quarterly Report on Form 10-Q for the fiscal quarter ended March 31, 1999 (the “First Quarter
1999 Form 10-Q™)).
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EXHIBIT NO.

4.8

4.9

4.10

4.11

4,12

4.13

4.14

10.1

10.2

10.3
104

DESCRIPTION

Fourth Supplemental Indenture, dated as of July 26, 2000, between the Operating Partnership,
as Issuer, and Bank One Trust Company, N.A., as Trustee, supplementing the Senior Indenture,
dated as of October 24, 1997, between the Operating Partnership, as Obligor, and Bank One
Trust Company, N.A. (as successor to the First National Bank of Chicago), as Trustee, and
relating to $200,000,000 principal amount of 8.5% Senior Notes due 2010 of the Operating
Partnership. (Incorporated by reference to Exhibit 4 to the Second Quarter 2000 Form 10-Q).

Fifth Supplemental Indenture, dated as of March 14, 2001, between the Operating Partnership,
as Issuer, and Bank One Trust Company, N.A., as Trustee, supplementing the Senior Indenture,
dated as of October 24, 1997, between the Operating Partnership, as Obligor, and Bank One
Trust Company, N.A. (as successor to the First National Bank of Chicago), as Trustee, and
relating 1o $250,000,000 principal amount of 7.25% Senior Notes due 2011 of the Operating
Partnership. (Incorporated by reference to Exhibit 4.10 filed with the Registrants’ Annual
Report on Form 10-K for the fiscal year ended December 31, 2000).

Sixth Supplemental Indenture, dated as of August 22, 2002, between Liberty Property Limited
Partnership, as Issuer, and Bank One Trust Company, N.A., as Trustee, supplementing the
Senior Indenture, dated as of October 24, 1997, between Liberty Property Limited Partnership,
as Obligor, and Bank One Trust Company, N.A. (as successor to the First National Bank of
Chicago), as Trustee, and relating to $150,000,000 principal amount of 6.375% Senior Notes
due 2012 of Liberty Property Limited Partnership. (Incorporated by reference to Exhibit 3.1.1
filed with the Registrants’ Quarterly Report on Form 10Q for the fiscal quarter ended
September 30, 2002 (the “Third Quarter 2002 Form 10-Q”)).

Note, Relating to the Issuance by the Operating Partnership, on January 22, 1998, of $75
Million Principal Amount of its 6.375% Medium-Term Notes due 2013, Putable/Callable 2003
(Incorporated by reference to Exhibit 4.2 filed with the First Quarter 1998 Form 10-Q).

Note, Relating to the Issuance by the Operating Partnership, on January 23, 1998, of $100
Million Principal Amount of its 7.50% Medium-Term Notes due 2018 (Incorporated by
reference to Exhibit 4.3 filed with the First Quarter 1998 Form 10-Q).

Note, Relating to the Issuance by the Operating Partnership, on June 5, 1998, of $100 Million
Principal Amount of its 6.60% Medium-Term Notes due 2002, (Incorporated by reference to
Exhibit 4 filed with the Registrants’ Quarterly Report on Form 10-Q for the fiscal quarter
ended June 30, 1998 (the “Second Quarter 1998 Form 10-Q")).

Note, Relating to the Issuance by the Operating Partnership on November 24, 1998, of $20
Million Principal Amount of its 8.125% Medium-Term Notes due January 15, 2009
(Incorporated by reference to Exhibit 4.11 filed with the Registrants’ Annual Report on Form
10-K for the fiscal year ended December 31, 1998).

Liberty Property Trust Amended and Restated Share Incentive Plan (Incorporated by reference
to Exhibit 4 filed with the Registration Statement on S-8 filed with the Commission on June 7,
2001.)

Liberty Property Trust Amended and Restated Share Incentive Plan dated as of February 28,
2002. (Incorporated by reference to Exhibit 10.1 to the Second Quarter 2002 Form 10-Q).

Contribution Agreement (Incorporated by reference to Exhibit 10.5 filed with the Form S-11).

Amended and Restated Limited Partnership Agreements of Pre-existing Pennsylvania
Partnerships (Incorporated by reference to Exhibit 10.6 filed with the Form S-11).
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EXHIBIT NO.

10.5

10.6

10.7

10.8

10.9

10.10%

10.11%

10.12

10.13

12.1*
21*

23.1*
23.2%
99.1*

99.2*

99.3*

99.4%

DESCRIPTION

Agreement of Sale for the Acquisition Properties (Incorporated by reference to Exhibit 10.7
filed with the Form S-11).

Option Agreement and Right of First Offer (Incorporated by reference to Exhibit 10.8 filed
with the Form S-11).

Form of Indemnity Agreement (Incorporated by reference to Exhibit 10.9 filed with the Form
S-11).

Contribution Agreement among the Trust, the Operating Partnership and the Contributing
Owners described therein, related to the Lingerfelt Properties (Incorporated by reference to
Exhibit 10.1 filed with the Registrants’ Current Report on Form 8-K filed with the Commission
on March 3, 1995).

Credit Agreement, dated as of April 25, 2000, by and among the Operating Partnership, the
Trust, the Banks named therein and Fleet National Bank, as agent for itseif and the other
lending institutions. (Incorporated by reference to Exhibit 10.1 to the First Quarter 2000 Form
10-Q).

Credit Agreement, dated as of January 16, 2003, by and among the Operating Partnership, the
Trust, certain affiliated co-borrowers, the Banks named therein and Fleet National Bank, as
agent for itself and the other lending institutions.

Multi-Currency Credit Agreement, dated as of January 16, 2003, by and among the Operating
Partnership, the Trust, certain affiliated co-borrowers, the Banks named therein and Fleet
National Bank, as agent for itself and the other lending institutions.

Liberty Property Trust — Amended Management Severance Plan. (Incorporated by reference to
Exhibit 10.9 filed with Registrants’ Annual Report on Form 10-K for the year ended December
31, 2001). :

Liberty Property Trust — Employee Stock Purchase Plan. (Incorporated by reference to Exhibit
10.14 filed with the Registrant’s Annual Report on Form 10-K for the year ended December
31, 2000).

Ratio of Earnings to Combined Fixed Charges and Ratio of Earnings to Fixed Charges.
Subsidiaries.

Consent of Ernst & Young LLP relating to financial statements of the Trust.

Consent of Emst & Young LLP relating to financial statements of the Operating Partnership.

Certification of the Chief Executive Officer of Liberty Property Trust pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

Certification of the Chief Financial Officer of Liberty Property Trust pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

Certification of the Chief Executive Officer of Liberty Property Trust, in its capacity as the
general partner of Liberty Property Limited Partnership, pursuant to 18 U.S.C. Section 1330, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

Certification of the Chief Financial Officer of Liberty Property Trust, in its capacity as the
general partner of Liberty Property Limited Partnership, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

(B) REPORTS ON FORM 8-K

None.

*  Filed herewith
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Pursuant to the requirements of Section 13 or 15(d) of the Securities and Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly

authorized.

Date: March 11, 2003

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the Registrant in the capacities and on the dates indicated.

/s/ WILLIAM P. HANKOWSKY

William P. Hankowsky

/s/ GEORGE J. ALBURGER, JR.

George J. Alburger, Jr.

/s/ WILLARD G. ROUSE, III

Willard G. Rouse, III

/s/ JOSEPH P. DENNY

Joseph: P. Denny

/s/ M. LEANNE LACHMAN

M. Leanne Lachman

/s/ FREDERICK F. BUCHHOLZ

Frederick F. Buchholz

/s/ J. ANTHONY HAYDEN

J. Anthony Hayden

/s/ DAVID L. LINGERFELT

David L. Lingerfelt

/s/ JOHN A. MILLER, CLU

John A. Miller, CLU

/s/ STEPHEN B. SIEGEL

Stephen B. Siegel

/s/ THOMAS C. DELOACH, JR.

Thomas C. DeLoach, Jr.

fs/ DANIEL P. GARTON

Daniel P. Garton

SIGNATURES

LIBERTY PROPERTY TRUST
By: /s/ WILLIAM P. HANKOWSKY

WILLIAM P. HANKOWSKY
CHIEF EXECUTIVE OFFICER

President and Chief Executive Officer March 11, 2003
(Principal Executive Officer)

Executive Vice President and March 11, 2003
Chief Financial Officer
(Principal Financial and Accounting Officer)

Chairman of the Board of Trustees March 11, 2003
Trustee March 11, 2003
Trustee March 11, 2003
Trustee March 11, 2003
Trustee March 11, 2003
Trustee March 11, 2003
Trustee March 11, 2003
Trustee March 11, 2003
Trustee March 11, 2003
Trustee March 11, 2003
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CERTIFICATION

I, William P. Hankowsky, certify that:

1.
2.

I have reviewed this Annual Report on Form 10-K of Liberty Property Trust;

Based on my knowledge, this annual report does not contain any untrue statement of material fact or
omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this annual
report;

Based on my knowledge, the financial statements, and other financial information included in this annual
report, fairly present in all material respects the financial condition, results of operations and cash flows
of the registrant as of, and for, the periods presented in this annual report;

The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and
have:

a) designed such disclosure controls and procedures to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this annual report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within
90 days prior to the filing date of this annual report (the “Evaluation Date”); and

c) presented in this annual report our conclusions about the effectiveness of the disclosure controls and
procedures based on our evaluation as of the Evaluation Date;

The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the
equivalent function):

a) all significant deficiencies in the design or operation of internal controls which could adversely
affect the registrant’s ability to record, process, summarize and report financial data and have
identified for the registrant’s auditors any material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal controls; and

The registrant’s other certifying officers and I have indicated in this annual report whether or not there
were significant changes in internal controls or in other factors that could significantly affect internal
controls subsequent to the date of our most recent evaluation, including any corrective actions with
regard to significant deficiencies and material weaknesses.

Date: March 11, 2003 By: /s/ WILLIAM P. HANKOWSKY

William P. Hankowsky
President and Chief Executive Officer
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CERTIFICATION

I, George J. Alburger, Jr., certify that:

1.
2.

I have reviewed this Annual Report on Form 10-K of Liberty Property Trust;

Based on my knowledge, this annual report does not contain any untrue statement of material fact or
omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this annual
report;

Based on my knowledge, the financial statements, and other financial information included in this annual
report, fairly present in all material respects the financial condition, results of operations and cash flows
of the registrant as of, and for, the periods presented in this annual report;

The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and
have:

a) designed such disclosure controls and procedures to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this annual report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within
90 days prior to the filing date of this annual report (the “Evaluation Date”); and

c) presented in this annual report our conclusions about the effectiveness of the disclosure controls and
procedures based on our evaluation as of the Evaluation Date;

The registrant’s other certifying officers and 1 have disclosed, based on our most recent evaluation, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the
equivalent function):

a) all significant deficiencies in the design or operation of internal controls which could adversely
affect the registrant’s ability to record, process, summarize and report financial data and have
identified for the registrant’s auditors any material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal controls; and

The registrant’s other certifying officers and I have indicated in this annual report whether or not there
were significant changes in internal controls or in other factors that could significantly affect internal
controls subsequent to the date of our most recent evaluation, including any corrective actions with
regard to significant deficiencies and material weaknesses.

Date: March 11, 2003 By: /s/ GECRGE J. ALBURGER, JR.

George J. Alburger, Jr.
Chief Financial Officer and
Executive Vice President
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities and Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly

authorized.

Date: March 11, 2003

LIBERTY PROPERTY LIMITED PARTNERSHIP

BY: Liberty Property Trust

General Partner

By: /s/ WILLIAM P. HANKOWSKY

WILLIAM P. HANKOWSKY
CHIEF EXECUTIVE OFFICER

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the Registrant in the capacities and on the dates indicated.

/s/ WILLARD G. ROUSE, 1l

Willard G. Rouse, 111

/s/ JOSEPH P. DENNY

Joseph P. Denny

/s/ M. LEANNE LACHMAN

M. Leanne Lachman

/s FREDERICK F. BUCHHOLZ

Frederick F. Buchholz

/s/ J. ANTHONY HAYDEN

J. Anthony Hayden

/s/ DAVID L. LINGERFELT

David L. Lingerfelt

/s/ JOHN A. MILLER, CLU

John A. Miller, CLU

/s/ STEPHEN B. SIEGEL

Stephen B. Siegel

/s/f THOMAS C. DELOACH, JR.

Thomas C. DeLoach, Jr.

/s/ DANIEL P. GARTON

Daniel P. Garton

Chairman of the Board of Trustees
of the General Partner

Trustee of the General Partner
Trustee of the General Partner
Trustee of the General Partner
Trustee of the General Partner
Trustee of the General Partner
Trustee of the General Partner
Trustee of the General Partner

Trustee of the General Partner

Trustee of the General Partner
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CERTIFICATION

I, William P. Hankowsky, certify that:

1.
2.

I have reviewed this Annual Report on Form 10-K of Liberty Property Limited Partnership;

Based on my knowledge, this annual report does not contain any untrue statement of material fact or
omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this annual
report;

Based on my knowledge, the financial statements, and other financial information included in this annual
report, fairly present in all material respects the financial condition, results of operations and cash flows
of the registrant as of, and for, the periods presented in this annual report;

The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and
have:

a) designed such disclosure controls and procedures to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this annual report is being prepared;

b) evaluated the effectiveness of the registrant’s-disclosure controls and procedures as of a date within
90 days prior to the filing date of this annual report (the “Evaluation Date™); and

¢) presented in this annual report our conclusions about the effectiveness of the disclosure controls and
procedures based on our evaluation as of the Evaluation Date;

The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the
equivalent function):

a) all significant deficiencies in the design or operation of internal controls which could adversely
affect the registrant’s ability to record, process, summarize and report financial data and have
identified for the registrant’s auditors any material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal controls; and

The registrant’s other certifying officers and I have indicated in this annual report whether or not there
were significant changes in internal controls or in other factors that could significantly affect internal
controls subsequent to the date of our most recent evaluation, including any corrective actions with
regard to significant deficiencies and material weaknesses.

Dated: March 11, 2003 By: /s/ WILLIAM P. HANKOWSKY

William P. Hankowsky

President and Chief Executive Officer of
Liberty Property Trust, its sole

general partner
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CERTIFICATION

I, George J. Alburger, Jr., certify that:

1.
2.

I have reviewed this Annual Report on Form 10-K of Liberty Property Limited Partnership;

Based on my knowledge, this annual report does not contain any untrue statement of material fact or
omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this annual
report;

Based on my knowledge, the financial statements, and other financial information included in this annual
report, fairly present in all material respects the financial condition, results of operations and cash flows
of the registrant as of, and for, the periods presented in this annual report;

The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and
have:

a) designed such disclosure controls and procedures to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this annual report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within
90 days prior to the filing date of this annual report (the “Evaluation Date”); and

¢) presented in this annual report our conclusions about the effectiveness of the disclosure controls and
procedures based on our evaluation as of the Evaluation Date;

The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the
equivalent function):

a) all significant deficiencies in the design or operation of internal controls which could adversely
affect the registrant’s ability to record, process, summarize and report financial data and have
identified for the registrant’s auditors any material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal controls; and

The registrant’s other certifying officers and 1 have indicated in this annual report whether or not there
were significant changes in internal controls or in other factors that could significantly affect internal
controls subsequent to the date of our most recent evaluation, including any corrective actions with
regard to significant deficiencies and material weaknesses.

Dated: March 11, 2003 By: /s/f GEORGE J. ALBURGER, JR.

George J. Alburger, Jr.

Chief Financial Officer and
Executive Vice President of
Liberty Property Trust, its sole
general partner
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EXHIBIT INDEX

EXHIBIT NO. DESCRIPTION

3.1.11 Amendment and Restated Schedule A to the Second Restated and Amended Agreement of
Limited Partnership of the Operating Partnership.

10.10 Credit Agreement, dated as of January 16, 2003 by and among the Operating Partnership, the
Trust, certain affiliated co-borrowers, the Banks named therein and Fleet National Bank, as
agent for itself and the other lending institutions.

10.11 Multi-Currency Credit Agreement, dated as of January 16, 2003 by and among the Operating
Partnership, the Trust, certain affiliated co-borrowers, the Banks named therein and Fleet
National Bank, as agent for itself and the other lending institutions.

12.1 Ratio of Earnings to Combined Fixed Charges and Ratio of Earnings to Fixed Charges.

21 Subsidiaries.

23.1 Consent of Ernst & Young LLP relating to financial statements of the Trust.

232 Consent of Emst & Young LLP relating to financial statements of the Operating Partnership.
99.1 Certification of the Chief Executive Officer of Liberty Property Trust pursuant to 18 U.S.C.

Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

99.2 Certification of the Chief Financial Officer of Liberty Property Trust pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

99.3 Certification of the Chief Executive Officer of Liberty Property Trust, in its capacity as the
general partner of Liberty Property Limited Partnership, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

99.4 Certification of the Chief Financial Officer of Liberty Property Trust, in its capacity as the
general partner of Liberty Property Limited Partnership, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
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Corporate Information

Liberty Property Trust Headquarters
65 Valley Stream Parkway

Malvern, Pennsylvania 19355

(610) 648-1700
www.libertyproperty.com

Shareholder Services

Shareholders with questions concerning
share certificates, account information,
dividend payments or share transfers
should contact:

EquiServe Trust Company, N. A.
PO. Box 43010

Providence, R1 02940

(800) 944-2214

Investor Relations

For help with questions about the company,
and for additional corporate information
such as Liberty Property Trust's annual
report on Form 10-K, please contact:

Jeanne A. Leonard

Director, Investor Relations

Liberty Property Trust

65 Valley Stream Parkway

Malvern, PA 19355

(610) 648-1704 or visit our website at
www libertyproperty.com

Dividend Reinvestment

To obtain a prospectus and enrollment
information for Liberty Property Trusts
dividend reinvestment and share
purchase plan, please contact:
EquiServe Trust Company, N.A.
Dividend Reinvestment Department
PO. Box 43010

Providence, RI 02940

(800) 944-2214

Stock Listing

Liberty Property Trust's common shares
are traded on the New York Stock
Exchange under the symbol “LRY.”

Annual Meeting

The annual meeting of shareholders will
be held at 11:00 a.m. May 29, 2003 at
The Westin Philadelphia, Liberty Place,
99 South 17th Street, Philadelphia,
Pennsylvania.

Independent Auditors
Ernst & Young LLP
Two Commerce Square
2001 Market Street
Philadelphia, PA 19103

Local Offices

55 Valley Stream Parkway
Suite 200

Malvern, PA 19355

(610) 648-1700

Jim Mazzarelli,

Senior Vice President
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Ward Fitzgerald,
Senior Vice President
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(215) 568-4100

John Gattuso,

Senior Vice President

901 Route 73, Suite 100
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Rob Jones,

Vice President
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Suite 240
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Senior Vice President
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Vice President

4801 Woodway Drive
Suite 300 East
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Andrew Mele,

Vice President

4190 Belfort Road, Suite 160
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Ed Washington,

Vice President

2400 Lake Orange Drive
Suite 110
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Stephen Whitley,

Senior Vice President

4630 Woodland Corporate Boulevard
Suite 150
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(813) 881-1776

Bob Goldschmidt,

Senior Vice President

777 Yamato Road, Suite 135
Boca Raton, FL 33431
(561) 999-0310

Ralph Kittrell,

Vice President

10400 Viking Drive
Suite 130
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(952) 947-1100
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Vice President
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Suite 140
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Managing Director

The Private Securities Litigation Reform Act of 1995 provides a “safe harbor” for forward-looking statements. Certain

information included in this Annual Report contains statements that are forward-looking, such as statements relating to
acquisitions and development activities, expected performance of properties acquired or developed, anticipated business
and economic conditions in geographic markets, future capital expenditures, dividend payments, competition, growth
and access to capital markets. Such forward-looking information involves important risks and uncertainties that could
significantly affect anticipated results in the future and, accordingly, such resulis may differ from those expressed in

any forward-looking statements made by the Company. These risks and uncertainties include, but are not limited 1o,
uncertainties affecting real estate businesses generally (such as renewals of leases and dependence on tenants’ business
operations), risks relating to acquisition, construction and development activities, possible environmental liabilities, risks
relating (o leverage and debt service (including sensitivity of the Company’s operations to fluctuations in interest rates),
dependence on the primary markels in which the Company’s properties are located, risks relating to possible fluctuations
in the business and economic conditions in such markets, the existence of complex regulaiions relating to status as a
REIT and the adverse consequences of any failure 1o qualify as a REIT, and the potential adverse impact of market
interest rates on the market price for the Company’ securities
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