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WARNING CONCERNING FORWARD LOOKING STATEMENTS

THIS ANNUAL REPORT ON FORM 10-K CONTAINS STEMENTS WHICH CONSTITUTE FORWARD LOOKING
STATEMENTS WITHIN THE MEANING OF THE PRIVATE SECURIES LITIGATION REFORM ACT OF 1995 AND OTHER
FEDERAL SECURITIES LAWS. WHENEVER WE USE WORDS SU&S "BELIEVE", "EXPECT", "ANTICIPATE", "INTEND",
"PLAN", "ESTIMATE" OR SIMILAR EXPRESSIONS, WE ARE MKING FORWARD LOOKING STATEMENTS. THESE FORWARD
LOOKING STATEMENTS AND THEIR IMPLICATIONS ARE BASEDJPON OUR PRESENT INTENT, BELIEFS OR
EXPECTATIONS, BUT FORWARD LOOKING STATEMENTS AND THIR IMPLICATIONS ARE NOT GUARANTEED TO OCCUR
AND MAY NOT OCCUR. FORWARD LOOKING STATEMENTS IN TEs REPORT RELATE TO VARIOUS ASPECTS OF OUR
BUSINESS, INCLUDING:

. OUR ABILITY TO PAY DISTRIBUTIONS IN THE FUTURE ANDTHE EXPECTED AMOUNTS THEREOF,
. OUR ACQUISITIONS AND SALES OF PROPERTIES,
. THE CREDIT QUALITY OF OUR TENANTS,

. THE LIKELIHOOD THAT OUR TENANTS WILL PAY RENT, RENEV LEASES, SIGN NEW LEASES OR BE
AFFECTED BY CYCLICAL ECONOMIC CONDITIONS,

. OUR ABILITY TO PAY INTEREST ON AND PRINCIPAL OF OUMEBT,

. OUR POLICIES AND PLANS REGARDING INVESTMENTS AND NANCINGS,

. THE FUTURE AVAILABILITY OF BORROWINGS UNDER OUR UNBCURED REVOLVING CREDIT FACILITY,
. OUR ABILITY TO COMPETE FOR ACQUISITIONS AND TENAN@S EFFECTIVELY,

. OUR TAX STATUS AS A REAL ESTATE INVESTMENT TRUST, R REIT,

. OUR ABILITY TO RAISE EQUITY OR DEBT CAPITAL,

. OUR EXPECTATIONS THAT THERE WILL BE INCREASED OPPARINITIES FOR US TO ACQUIRE, AND THAT
WE WILL ACQUIRE, ADDITIONAL PROPERTIES THAT ARE MAORITY LEASED TO GOVERNMENT TENANTS,

. OUR EXPECTATIONS THAT THERE WILL BE AN INCREASE INDEMAND FOR LEASED SPACE AND SALE
LEASEBACK ARRANGEMENTS BY THE U.S. GOVERNMENT AND FATE AND LOCAL GOVERNMENTS,

. OUR EXPECTATION THAT WE WILL BENEFIT FINANCIALLY BY PARTICIPATING IN AFFILIATES INSURANCE
COMPANY, OR AIC, WITH REIT MANAGEMENT & RESEARCH LIC, OR RMR, AND COMPANIES TO WHICH RMR
PROVIDES MANAGEMENT SERVICES, AND

. OTHER MATTERS.

OUR ACTUAL RESULTS MAY DIFFER MATERIALLY FROM THOSE CONTAINED IN OR IMPLIED BY OUR FORWARD
LOOKING STATEMENTS AS A RESULT OF VARIOUS FACTOREACTORS THAT COULD HAVE A MATERIAL ADVERSE
EFFECT ON OUR FORWARD LOOKING STATEMENTS AND UPONUR BUSINESS, RESULTS OF




OPERATIONS, FINANCIAL CONDITION, FUNDS FROM OPERADINS, CASH FLOWS, LIQUIDITY AND PROSPECTS INCLUDE,
BUT ARE NOT LIMITED TO:

. THE IMPACT OF CHANGES IN THE ECONOMY AND THE CAPITAMARKETS,
. COMPETITION WITHIN THE REAL ESTATE INDUSTRY,

. ACTUAL AND POTENTIAL CONFLICTS OF INTEREST WITH OURMANAGING TRUSTEES, COMMONWEALTH
REIT AND RMR AND ITS RELATED ENTITIES AND AFFILIATES,

. THE IMPACT OF CHANGES IN THE NEEDS AND FINANCIAL CQDITION OF THE U.S. GOVERNMENT AND
STATE AND LOCAL GOVERNMENTS,

. COMPLIANCE WITH, AND CHANGES TO, FEDERAL, STATE ANDOCAL LAWS AND REGULATIONS,
ACCOUNTING RULES, TAX LAWS AND SIMILAR MATTERS, AND

. LIMITATIONS IMPOSED ON OUR BUSINESS AND OUR ABILITYTO SATISFY COMPLEX RULES IN ORDER FOR
US TO QUALIFY AS A REIT FOR U.S. FEDERAL INCOME TARURPOSES.

FOR EXAMPLE:

. CONTINGENCIES IN OUR ACQUISITION AGREEMENTS MAY CABE THESE TRANSACTIONS NOT TO OCCUR
OR TO BE DELAYED,

. SOME OF OUR TENANTS MAY NOT RENEW EXPIRING LEASESND WE MAY BE UNABLE TO LOCATE NEW
TENANTS TO MAINTAIN THE HISTORICAL OCCUPANCY RATESF, OR RENTS FROM, OUR PROPERTIES,

. RENTS THAT WE CAN CHARGE AT OUR PROPERTIES MAY DEME,

. OUR ABILITY TO MAKE FUTURE DISTRIBUTIONS DEPENDS UBN A NUMBER OF FACTORS, INCLUDING OUR
FUTURE EARNINGS. WE MAY BE UNABLE TO MAINTAIN OUR @WRRENT RATE OF DISTRIBUTIONS AND
FUTURE DISTRIBUTIONS MAY BE SUSPENDED OR PAID AT BESSER RATE THAN THE DISTRIBUTIONS WE
NOW PAY,

. IF THE AVAILABILITY OF DEBT CAPITAL BECOMES RESTRIOED, WE MAY BE UNABLE TO REFINANCE OR
REPAY OUR DEBT OBLIGATIONS WHEN THEY BECOME DUE ORN TERMS WHICH ARE AS FAVORABLE AS
WE NOW HAVE,

. OUR ABILITY TO GROW OUR BUSINESS AND INCREASE OURIBTRIBUTIONS DEPENDS IN LARGE PART
UPON OUR ABILITY TO BUY PROPERTIES AND LEASE THEM®R RENTS, LESS PROPERTY OPERATING
EXPENSES, WHICH EXCEED OUR CAPITAL COSTS. WE MAY BEINABLE TO IDENTIFY PROPERTIES THAT WE
WANT TO ACQUIRE OR TO NEGOTIATE ACCEPTABLE PURCHASERICES, ACQUISITION FINANCING OR
LEASE TERMS FOR NEW PROPERTIES, AND

. OUR INVESTMENT IN AIC INVOLVES POTENTIAL FINANCIAL RISKS AND REWARDS TYPICAL OF THE
FINANCIAL RISKS AND REWARDS ASSOCIATED WITH INSURAKE COMPANIES. WHILE WE CURRENTLY
EXPECT TO IMPROVE OUR FINANCIAL RESULTS BY OBTAINIE IMPROVED INSURANCE COVERAGES AT
LOWER COSTS THAN MAY BE OTHERWISE AVAILABLE TO US AD/OR BY PARTICIPATING IN THE PROFITS
WHICH WE MAY REALIZE AS AN OWNER OF AIC, OUR EXPECHD FINANCIAL BENEFITS FROM OUR
INVESTMENT IN, AND PURCHASING INSURANCE FROM, AIC MY NOT OCCUR.




THESE RESULTS COULD OCCUR DUE TO MANY DIFRENT CIRCUMSTANCES, SOME OF WHICH ARE BEYOND OUR
CONTROL, SUCH AS GOVERNMENT TENANTS' NEEDS FOR LEBEB SPACE, NATURAL DISASTERS, CHANGES IN CAPITAL
MARKETS OR THE ECONOMY GENERALLY.

THE INFORMATION CONTAINED ELSEWHERE IN THIABNNUAL REPORT ON FORM 10-K, INCLUDING UNDER THE
CAPTION "RISK FACTORS", OR INCORPORATED HEREIN, IDHIFIES OTHER IMPORTANT FACTORS THAT COULD CAUSE
DIFFERENCES FROM OUR FORWARD LOOKING STATEMENTS.

YOU SHOULD NOT PLACE UNDUE RELIANCE UPON QRIFORWARD LOOKING STATEMENTS.

EXCEPT AS REQUIRED BY LAW, WE DO NOT INTENDO UPDATE OR CHANGE ANY FORWARD LOOKING
STATEMENTS AS A RESULT OF NEW INFORMATION, FUTUREMENTS OR OTHERWISE.

STATEMENT CONCERNING LIMITED LIABILITY

THE AMENDED AND RESTATED DECLARATION OF TRUST ESTAB LISHING GOVERNMENT PROPERTIES INCOME
TRUST, DATED JUNE 8, 2009, AS AMENDED, AS FILED WITH THE STATE DEPARTMENT OF ASSESSMENTS AND
TAXATION OF MARYLAND, PROVIDES THAT NO TRUSTEE, OFF ICER, SHAREHOLDER, EMPLOYEE OR AGENT OF
GOVERNMENT PROPERTIES INCOME TRUST SHALL BE HELD TO ANY PERSONAL LIABILITY, JOINTLY OR
SEVERALLY, FOR ANY OBLIGATION OF, OR CLAIM AGAINST, GOVERNMENT PROPERTIES INCOME TRUST. ALL
PERSONS DEALING WITH GOVERNMENT PROPERTIES INCOME T RUST IN ANY WAY SHALL LOOK ONLY TO THE
ASSETS OF GOVERNMENT PROPERTIES INCOME TRUST FOR THE PAYMENT OF ANY SUM OR THE PERFORMANCE
OF ANY OBLIGATION.
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PART |
ltem 1. Business

The Company. We were organized as a real estate investmestt br REIT, under Maryland law in February, 2@3% wholly owned
subsidiary of CommonWealth REIT, or CWH. CWH is BIR listed on the New York Stock Exchange, or théS¥, which owns office and
industrial properties with a historical cost of 0$6.9 billion. We were organized to concentratedlvnership of certain CWH properties that
are majority leased to government tenants andpgarek such investments. In April, 2009, we acquir@d% ownership of the properties that
we owned at the time of our initial public offeringr IPO, by means of a contribution from CWH teeai our subsidiaries. During 2009 and
2010, we issued an aggregate of 30,475,000 of@anwn shares of beneficial interest, $0.01 parevpkr share, or Shares, in three public
offerings. CWH currently owns 24.6% of our outstiaigdShares.

As of December 31, 2010, we owned 55 pitiggefor a total investment of approximately $1il0dn at cost, and a depreciated book
value of $846.4 million. These 55 properties hgweraximately 6.8 million rentable square feet.

Our principal executive offices are locatédwo Newton Place, 255 Washington Street, 30t Newton, Massachusetts 02458-1634,
and our telephone number is (617) 219-1440.

Our Business Plan. Our business plan is to maintain our propersesk to renew our leases as they expire, seddcticquire
additional properties that are majority leaseddeegnment tenants and pay distributions to ouredi@ders. As our current leases expire, we
will attempt to renew our leases with existing taiseor to enter into leases with new tenants; th ls’cumstances at rents which are equal to
or higher than the rents we now receive. Our ghititrenew leases with our existing tenants omtereinto new leases with new tenants and
the rents we are able to charge will depend inela@rt upon market conditions which are generadlyoind our control. Nonetheless, our
historical experience is that government tenamtguently renew leases to avoid the costs and disngithat may result from relocating
government operations.

Our Growth Strategy. Our growth strategy with regards to our curgaoiperties is to attempt to increase the rentsageive from
these properties. To achieve rent increases weimuagt in our properties to make improvements retpteby existing tenants or to induce
lease renewals or new tenant leases when our tlesses expire. However, as noted above, outyahilimaintain or increase the rents we
receive from our current properties will dependhirge part upon market conditions which are beyaundcontrol.

In addition to the growth strategy applieato our current properties, we expect to acqadtditional properties, generally within the
United States, that are majority leased to govenremants. If the U.S. Government increases theuatrof space that it leases, we believe
that there will be increased opportunities foraia¢quire additional properties that are majoegsked to government tenants. We expect to
acquire additional properties primarily for purpe®d income.

In evaluating potential investments, westder various factors including the following:

. the historic and projected rents received andyikelbe received from the property;

. the historic and expected operating expenses,ditgiureal estate taxes, incurred and expected bodoered at the properties;

. the growth, tax and regulatory environments ofrttegket in which the property is located;

. the quality, experience, and credit worthinesdefgroperty's tenants;

. occupancy, demand for similar properties in theesanmearby markets and the likelihood of tenagtewing at lease
maturity;




. the construction quality, physical condition angdiga of the property

. the estimated replacement cost of the property;

. our cost of capital;

. the geographic area and type of property; and

. the pricing of comparable properties as evidengedkbent arm's length market sales.

We believe that state and local governmieaise significant amounts of office space. Adddidy, we believe that budgetary pressures
may cause an increased demand for leased spamgpe@sed to government owned space, among goverrierentts generally and state and
local governments in particular. Also, we beliehattsome state and local governments are curreotigidering sale and leaseback
arrangements for certain government owned propdogeause these arrangements may both raise @pitalansfer maintenance obligatic
to private landlords, like us.

Finally, we believe that the reduction ira#able capital, particularly debt capital, thasulted from the recent recession may cause
acquisition opportunities to become available tolugring the height of the last economic expanstba,readily available debt capital
contributed to an increase in real estate valuatids debt capital has become less available,@easing number of real estate owners may
need to raise capital to pay their lenders. Sontkasfe owners may seek to sell properties thanajerity leased to government tenants in
order to raise capital to meet their debt obligatio

From time to time, we consider the salprojperties or investments. However, we generalhysimer ourselves to be a long term investor
and are more interested in the long term earnioganpial of our properties than selling properfisshort term gains. We make disposition
decisions based on a number of factors includingnbt limited to, the following:

. the proposed sale price;
. the strategic fit of the property or investmenthwie rest of our portfolio; and
. the existence of alternative sources, uses or rfeedapital.

Our Board of Trustees may change our imuest policies at any time without a vote of ourrghalders. Although we have no current
intention to do so, we could in the future adogigies with respect to investments in real estatetgages or securities of other persons,
including persons engaged in real estate activities

Financing Policies. To qualify for taxation as a REIT under theehntal Revenue Code of 1986, as amended, or theWR@ust
distribute at least 90% of our annual REIT taxabt®me and satisfy a number of organizational gretational requirements. Accordingly,
we generally will not be able to retain sufficieatsh from operations to repay debts, invest ingmtggs or fund acquisitions. Instead, we
expect to repay our debts, invest in our propegiesfund acquisitions by borrowing and issuingigogecurities. After our IPO, our growth
was initially financed by borrowings under a $25illion secured revolving credit facility. We repkat our secured revolving credit facility
October 2010 with a $500 million unsecured revaivimedit facility, or our unsecured revolving citefdicility. As we utilize our unsecured
revolving credit facility, we expect to refinana®,reduce amounts outstanding under, this faaiithh term debt or equity issuances. We will
decide when and whether to issue new debt or edejtending upon market conditions. Because ouityatil raise capital may depend, in
large part, upon market conditions, we can proyinie no assurance that we will be able to raisdécsefit capital to repay our debt or to fund
our growth strategy.

We have not engaged in underwriting seiesrivf other issuers and do not intend to do soh#le not in the past, but we may in the
future, invest in the securities of other issuerstiie purpose




of exercising control, issue senior securities, enlaans to other persons, engage in the sale esiments, offer securities in exchange for
property or repurchase or reacquire our securities.

Our current borrowing policy, establishgddwur Board of Trustees, is to limit our debt tomore than 50% of the undepreciated book
value of our properties. The borrowing limitatiastablished by the covenants in our unsecuredviegptredit facility prohibit us from
maintaining a debt to total asset value, as defiokdreater than 60%. We may from time to timevedgate and modify our financing polici
in light of then current market conditions, relati&vailability and costs of debt and equity capitarket values of properties, growth and
acquisition opportunities and other factors, andwes increase or decrease our ratio of debt td ¢afzitalization accordingly. Our Board of
Trustees may change our financing policies at ang without a vote of our shareholders.

Manager. Our day to day operations are conducted by Raitagement & Research LLC, or RMR. RMR originated presents
investment and divestment opportunities to our BadrTrustees and provides management and adnaitivgtrservices to us. RMR is a
Delaware limited liability company beneficially oed by Barry M. Portnoy and Adam D. Portnoy, our iging Trustees. RMR has a
principal place of business at Two Newton Plac®, R&shington Street, Suite 300, Newton Massacts€i458-1634, and its telephone
number is (617) 332-3990. RMR also acts as the gearta CWH, Hospitality Properties Trust, or HPMidaenior Housing Properties Trust,
or SNH, and provides management services to otfatp and public companies, including Five Staaf@u Care, Inc., or FVE, and
TravelCenters of America LLC, or TA. Barry M. Parnis the Chairman of RMR, and its other directmes Adam D. Portnoy, Gerard M.
Martin and David J. Hegarty. The executive officefRMR are: Adam D. Portnoy, President and Chieddtitive Officer; Jennifer B. Clark,
Executive Vice President and General Counsel; Davidegarty, Executive Vice President and SecreMayk L. Kleifges, Executive Vice
President; John A. Mannix, Executive Vice Presidéahn G. Murray, Executive Vice President; Thoma®'Brien, Executive Vice
President; John C. Popeo, Executive Vice Presideagsurer and Chief Financial Officer; David MaBkman, Senior Vice President; Ethan
S. Bornstein, Senior Vice President; Richard A. Bpgenior Vice President; Paul Hoagland, Senige\Rresident; David M. Lepore, Senior
Vice President; Bruce J. Mackey, Jr., Senior Vicesklent; and Andrew J. Rebholz, Senior Vice PesgidAdam D. Portnoy, David M.
Blackman and Mark L. Kleifges were or are also exgcutive officers. Adam D. Portnoy was our Prasidem the time of our IPO until he
resigned in January 2011. David M. Blackman wasTaaasurer and Chief Financial Officer from thediof our IPO until he was elected ¢
President and Chief Operating Officer in Januaryl2Mark L. Kleifges replaced Mr. Blackman as Trgas and Chief Financial Officer.

Mr. Adam Portnoy, Mr. Kleifges and other executdficers of RMR also serve as officers of other pamies to which RMR provides
management services.

Employees. We have no employees. Services which wouldratise be provided by employees are provided by RMR by our
Managing Trustees and officers. As of February0l,12 RMR had approximately 650 full time employeeis headquarters and regional
offices located throughout the United States.

Competition. Investing in and operating office buildings andintaining relationships with government tenamd attracting new
government tenants is a very competitive businé&scompete against other REITs, numerous finamsgitutions, individuals and public
and private companies who are actively engagelisrbusiness. Also, we compete for investmentsthasea number of factors including
purchase prices, closing terms, underwriting datand our reputation. Our ability to successfaliynpete is also materially impacted by the
availability and cost of capital to us. We do neliéve we have a dominant position in any of theggaphic markets in which we operate, but
some of our competitors are dominant in selectedketst Many of our competitors have greater finahi@sources than we have. We believe
we have some competitive advantages in leasingiergment tenants and purchasing government lgaspeérties because of our experie
and familiarity with




government leasing procedures. We also believexherience and abilities of our management andjtlaéity of our properties may afford
some competitive advantages and allow us to opetatbusiness successfully despite the competitatare of our business.

For additional information about competitiand other risks associated with our businesaspleee "Risk Factors" of this Annual Re|
on Form 10-K.

Environmental and Climate Change MattersUnder various laws, owners as well as tenamsoperators of real estate may be reqt
to investigate and clean up or remove hazardoustautes present at or migrating from propertieg tiven, lease or operate and may be held
liable for property damage or personal injurieg teault from hazardous substances. These lawsajsuse us to the possibility that we may
become liable to reimburse governments for damagédsosts they incur in connection with hazardas®nces. Since our formation, it has
been our practice to obtain and review "Phase\frenmental surveys prior to the acquisition of pedies in order to assess the possible
presence of and cost of removing hazardous sulesa@ertain of our buildings contain asbestos. Aiebve any asbestos in our buildings is
contained in accordance with current regulationd,\ae have no current plans to remove it. If weoeethe asbestos or renovate or demc
these properties, certain environmental regulatgmern the manner in which the asbestos must helé and removed. We do not believe
that there are environmental conditions at anyunfpmoperties that have had or will have a matexiderse effect on us. However, no
assurances can be given that conditions are nseprat our properties or that costs we may beinejto incur in the future to remediate
contamination will not have a material adversecféa our business or financial condition. For miofermation, see "Risk Factors—Risks
Related to Our Business—Real estate ownershipegesks and liabilities."

In recent years, in reaction to the End?glicy Act of 2005, the U.S. Government has ingtitii'green lease” policies which include the
"Promotion of Energy Efficiency and Use of RenevealBhergy" as one of the factors it considers wkasihg property. In reaction to these
new policies, we have engaged an energy constitianbnitor and help improve energy use at our prtagse

In accord with the U.S. Government's geingoticy of preferring energy efficient buildingde Energy Independence and Security Act
of 2007 allows the General Services Administratmm(GSA, to prefer buildings for lease that haveeieed an "Energy Star" label. Buildings
that reach a specified level of energy efficien@ymeceive this label. We have received ratingsrfany of our buildings, and 25 of them
have qualified for Energy Star labels. We and RM#Rame participants in the Energy Star programlyn 2008, and we are studying ways to
improve the energy efficiency at all of our builginand determining if we can obtain Energy Stael&for our buildings, which do not yet
have them, at a reasonable cost. We do not yet kvtether it will be possible to obtain Energy S&doels for all our properties, and we have
not yet determined whether it will make economiasgeto do so.

The U.S. Government's "green lease" imaalso permits government tenants to require LBHT) certification in selecting new
premises or renewing leases at existing premisetaing such certification may be costly and tico@suming. If we commit to a
government tenant that we will obtain such cediiien in order to attract or retain such governntenant, our failure to receive such
certification could result in the government teniamplementing corrective action, including dedugtthe costs of actions required for
certification from its rent due to us. For moreoimhation, see "Risk Factors—Risks Related to Owifass—The U.S. Government's "green
lease" policies may adversely affect us."

Current political debate about climate dehas resulted in various existing and propostits, laws and regulations which are
intended to limit carbon emissions. We believe sehties, laws and regulations being enactedapqsed may cause energy costs at our
properties to increase, but we do not expect thextlimpact of these increases to be material toerults of operations because the increasec
costs either would be the responsibility of ouratets directly or in large part
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may be passed through by us to our tenants asadditease payments. Although we do not believe likely in the foreseeable future, laws
enacted to mitigate climate change may make someardbuildings obsolete or cause us to make maiaxiastments in our properties which
could materially and adversely affect our financiahdition and results of operations.

Internet Website. Our internet website address is www.govreit.c@wpies of our governance guidelines, or Govera&@widelines,
code of business conduct and ethics, or Code ofl@inpolicy outlining procedures for handling cents or complaints about accounting,
internal accounting controls or auditing matterd #re charters of our audit, compensation and natimig and governance committees are
posted on our website and also may be obtainedfrelarge by writing to our Secretary, Governnferperties Income Trust, Two Newton
Place, 255 Washington Street, Suite 300, Newtorssslehusetts, 02458-1634 or at our website. We @naditable, free of charge, on our
website, our Annual Reports on Form 10-K, Quart&&ports on Form 10-Q, Current Reports on Form&i amendments to these reports
filed or furnished pursuant to Section 13(a) ord)%(f the Securities Exchange Act of 1934, as arméndr the Exchange Act, as soon as
reasonably practicable after these forms are filgl, or furnished to, the Securities and Excha@genmission, or SEC. Any shareholder or
other interested party who desires to communicéte eur non-management Trustees, individually oa ggoup, may do so by filling out a
report on our website. Our Board of Trustees atsviges a process for security holders to send conications to the entire Board of
Trustees. Information about the process for sendimgmunications to our Board of Trustees can badan our website. Our website
address and the website addresses of one or magkated third parties are included several timehig Annual Report on Form 10-K as
textual references only and the information in angh website is not incorporated by referencetimtoAnnual Report on Form 10-K.
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FEDERAL INCOME TAX CONSIDERATIONS

The following summary of federal income tonsiderations is based on existing law, andngéid to investors who own our shares as
investment assets rather than as inventory oraggeepy used in a trade or business. The summary matediscuss all of the particular tax
consequences that might be relevant to you if yewsabject to special rules under federal incorrédata, for example if you are:

. a bank, life insurance company, regulated investroempany, or other financial institution;

. a broker, dealer or trader in securities or for@gmency;

. a person who has a functional currency other thartk S. dollar;

. a person who acquires our shares in connectionamithloyment or other performance of services;

. a person subject to alternative minimum tax;

. a person who owns our shares as part of a strauelliging transaction, constructive sale transactionstructive ownership

transaction, or conversion transaction; or

. except as specifically described in the followingnsnary, a tax-exempt entity or a foreign person.

The IRC sections that govern federal incéaxequalification and treatment of a REIT andsitareholders are complex. This present:
is a summary of applicable IRC provisions, relatdds and regulations and administrative and jadlioterpretations, all of which are subj
to change, possibly with retroactive effect. Futkegislative, judicial, or administrative actionsdecisions could also affect the accuracy of
statements made in this summary. We have not redgeivruling from the Internal Revenue ServiceherIlRS, with respect to any matter
described in this summary, and we cannot assuréhatuihe IRS or a court will agree with the statats made in this summary. The IRS or a
court could, for example, take a different positimm that described in this summary with respeaidr acquisitions, operations,
restructurings or other matters, which, if sucadssbuld result in significant tax liabilities fapplicable parties. In addition, this summary is
not exhaustive of all possible tax consequencesdaes not discuss any estate, gift, state, locdgreign tax consequences. For all these
reasons, we urge you and any prospective acquimurashares to consult with a tax advisor aboatféderal income tax and other tax
consequences of the acquisition, ownership anasigpn of our shares. Our intentions and beliefsadibed in this summary are based upon
our understanding of applicable laws and regulatihat are in effect as of the date of this AnRggbort on Form 10-K. If new laws or
regulations are enacted which impact us directiypdirectly, we may change our intentions or balief

Your federal income tax consequences migrdiepending on whether or not you are a "U.&reholder." For purposes of this
summary, a "U.S. shareholder" is:

. a citizen or resident of the United States, inalgdan alien individual who is a lawful permanergident of the United States
meets the substantial presence residency test tmelézderal income tax laws;

. an entity treated as a corporation for federal imedax purposes that is created or organized imder the laws of the United
States, any state thereof or the District of Colianb

. an estate the income of which is subject to fedacaime taxation regardless of its source; or

. a trust if a court within the United States is aol@xercise primary supervision over the admiatgin of the trust and one or
more United States persons have the authorityritralo
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all substantial decisions of the trust, or an éhgctrust in existence on August 20, 1996, to tktert provided in Treasury
regulations;

whose status as a U.S. shareholder is not overridg@n applicable tax treaty. Conversely, a "no8-3dhareholder” is a beneficial owner of
our shares who is not a U.S. shareholder. If anpeship (including any entity treated as a partnprior federal income tax purposes) is a
beneficial owner of our shares, the tax treatméatmartner in the partnership generally will degh@ipon the status of the partner and the
activities of the partnership. A beneficial ownleattis a partnership and partners in such a patiipeshould consult their tax advisors about
the federal income tax consequences of the acigms@wnership and disposition of our shares.

Taxation as a REIT

For periods ending on or before the dateeased to be wholly owned by CWH, each of us awydb&our then existing subsidiaries was
at all times either a qualified REIT subsidiary@iVH within the meaning of Section 856(i) of the IRCa noncorporate entity that for fede
income tax purposes was not treated as separatedWwH under regulations issued under Section 77@eolRC. During such periods, we
and any of our then existing subsidiaries weretaxppayers separate from CWH for federal incomeptaposes. For those periods, CWH
remains, pursuant to the transaction agreementveeesl into with CWH at the time of our IPO, or th@nsaction agreement, solely
responsible for the federal income tax with respecur assets, liabilities and items of incomelud®ion and credit as well as the federal
income tax filings in respect of our and any of then existing subsidiaries' operations. Our ihtaable year commenced upon our ceasing
to be wholly owned by CWH.

We have elected to be taxed as a REIT udetions 856 through 860 of the IRC commencing wiir taxable year ending
December 31, 2009. Our REIT election, assumingicoimy compliance with the then applicable quadifion tests, continues in effect for
subsequent taxable years. Although no assurancleecgiven, we believe that we have been organinddhave operated, and will continue to
be organized and to operate, in a manner thatfgpehlind will continue to qualify us to be taxeddenthe IRC as a REIT.

As a REIT, we generally are not subjedetteral income tax on our net income distributediaiglends to our shareholders.
Distributions to our shareholders generally arduighed in their income as dividends to the exterdgwfcurrent or accumulated earnings and
profits. Our dividends are not generally entitledre favorable 15% rate on qualified dividend meo(scheduled to increase to ordinary
income rates for taxable years beginning after Baes 31, 2012), but a portion of our dividends rhaytreated as capital gain dividends, all
as explained below. No portion of any of our divide is eligible for the dividends received dedutfior corporate shareholders.
Distributions in excess of current or accumulatachimgs and profits generally are treated for fabi@come tax purposes as return of capital
to the extent of a recipient shareholder's baswimshares, and will reduce this basis. Our ctiweaccumulated earnings and profits are
generally allocated first to distributions madeoom preferred shares, if any, and thereafter twidigions made on our common shares. For
all these purposes, our distributions include latbh distributions and any in kind distributiongpaodperty that we might make.

Our counsel, Sullivan & Worcester LLP, logined that we have been organized and have cqdhb a REIT under the IRC for our
2009 through 2010 taxable years, and that our suimeestments and plan of operation enable usmtitue to meet the requirements for
qualification and taxation as a REIT under the IRQr continued qualification and taxation as a R&IIT depend upon our compliance with
various qualification tests imposed under the IR@ summarized below. While we believe that we sallisfy these tests, our counsel does
not review compliance with these tests on a coirtinbasis. If we fail to qualify as a REIT, we whlé subject to federal income taxation

7




as if we were a C corporation and our shareholérde taxed like shareholders of C corporatidnghis event, we could be subject to
significant tax liabilities, and the amount of cashailable for distribution to our shareholderslddue reduced or eliminated.

If we qualify as a REIT and meet the teigscribed below, we generally will not pay fedénabme tax on amounts we distribute to our
shareholders. However, even if we qualify as a RBI& may be subject to federal tax in the followangumstances:

. We will be taxed at regular corporate rates onwamgistributed "real estate investment trust taxaisteme," including our
undistributed net capital gains.

. If our alternative minimum taxable income exceedsstaxable income, we may be subject to the cotpatiernative minimui
tax on our items of tax preference.

. If we have net income from the disposition of "fdosure property” that is held primarily for satectustomers in the ordinary
course of business or from other nonqualifying medrom foreclosure property, we will be subjecta® on this income at tt
highest regular corporate rate, currently 35%.

. If we have net income from prohibited transactionsluding dispositions of inventory or propertyidh@rimarily for sale to
customers in the ordinary course of business dttzar foreclosure property, we will be subject toda this income at a 100%
rate.

. If we fail to satisfy the 75% gross income testher 95% gross income test discussed below, buttheless maintain our

qualification as a REIT, we will be subject to &txa 100% rate on the greater of the amount bywiie fail the 75% or the
95% test, with adjustments, multiplied by a fractiotended to reflect our profitability.

. If we fail to distribute for any calendar year @as$t the sum of 85% of our REIT ordinary incometiiat year, 95% of our
REIT capital gain net income for that year, and anglistributed taxable income from prior periods, will be subject to a 4%
nondeductible excise tax on the excess of the redjdistribution over the amounts actually disttéul

. If we acquire an asset from a corporation in adaation in which our basis in the asset is detezthloy reference to the basis
of the asset in the hands of a present or formasr@oration, and if we subsequently recognize gaithe disposition of this
asset during a specified period (generally, tems)dzeginning on the date on which the asset ceadael owned by the
C corporation, then we will pay tax at the highegfular corporate tax rate, which is currently 3%¥the lesser of the excess
of the fair market value of the asset over the axation's basis in the asset on the date th¢ esased to be owned by the
C corporation, or the gain we recognize in the akgon.

. If we acquire a corporation, to preserve our statia REIT we must generally distribute all of Gheorporation earnings and
profits inherited in that acquisition, if any, fdater than the end of the taxable year of the aitipn. However, if we fail to do
so, relief provisions would allow us to maintairr status as a REIT provided we distribute any sylsetly discovered
C corporation earnings and profits and pay an é@stecharge in respect of the period of delayedlibligton.

. As summarized below, REITs are permitted withinitémo own stock and securities of a "taxable R&ilibsidiary." A taxable
REIT subsidiary is separately taxed on its netine@s a C corporation, and is subject to limitation the deductibility of
interest expense paid to its REIT parent. In addjtits REIT parent is subject to a 100% tax ondifference between amour
charged and redetermined rents and deductionsidimg) excess interest.
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. If and to the extent we invest in properties irefgn jurisdictions, our income from those propertiell generally be subject 1
tax in those jurisdictions. If we continue to ogeras we do, then we will distribute our taxableome to our shareholders e:
year and we will generally not pay federal incomme tAs a result, we cannot recover the cost ofijorexcome taxes imposed
on our foreign investments by claiming foreign tagdits against our federal income tax liabilitys@, we cannot pass through
to our shareholders any foreign tax credits.

If we fail to qualify or elect not to quilias a REIT, we will be subject to federal incotae in the same manner as a C corporation.
Distributions to our shareholders if we do not ifyas a REIT will not be deductible by us nor wdiktributions be required under the IRC
that event, distributions to our shareholders gélherally be taxable as ordinary dividends poténtigible for the 15% income tax rate
(scheduled to increase to ordinary income ratetafable years beginning after December 31, 20ik2)idsed below in "Taxation of U.S.
Shareholders" and, subject to limitations in th€ |Rill be eligible for the dividends received detlan for corporate shareholders. Also, we
will generally be disqualified from qualificatiors @ REIT for the four taxable years following diatification. If we do not qualify as a REIT
for even one year, this could result in reductioelonination of distributions to our shareholdessjn our incurring substantial indebtedness
or liquidating substantial investments in ordep&y the resulting corporatevel taxes. The IRC provides certain relief prauis under whic
we might avoid automatically ceasing to be a RElf&ilure to meet certain REIT requirements, aldéscussed in more detail below.

REIT Qualification Requirements
General Requirements. Section 856(a) of the IRC defines a REIT asraration, trust or association:

(1) thatis managed by one or more trustees or dirgctor

(2) the beneficial ownership of which is evidenced taysferable shares or by transferable certificatéeneficial interest;
(3) that would be taxable, but for Sections 856 thro858 of the IRC, as a C corporation;

(4) thatis not a financial institution or an insuramoenpany subject to special provisions of the IRC;

(5) the beneficial ownership of which is held by 100m@re persons;

(6) thatis not "closely held" as defined under thespral holding company stock ownership test, asriestbelow; and

(7)  that meets other tests regarding income, assetdistmitbutions, all as described below.

Section 856(b) of the IRC provides that conditi¢hsthrough (4) must be met during the entire téxglear and that condition (5) must be
during at least 335 days of a taxable year of 18thm or during a pro rata part of a taxable yédess than 12 months. Section 856(h)(2) of
the IRC provides that neither condition (5) norii@ed be met for our first taxable year as a RBI&.believe that we have met conditions (1)
through (7) during each of the requisite periodsireg on or before the close of our most recentiypieted taxable year, and that we can
continue to meet these conditions in future taxgbl's. There can, however, be no assurance iretsd.

By reason of condition (6), we will fail tpalify as a REIT for a taxable year if at anydiduring the last half of a year more than 50%
in value of our outstanding shares is owned diyemtlindirectly by five or fewer individuals. To lpecomply with condition (6), our
Declaration of Trust restricts transfers of ourresaln addition, if we comply with applicable Tseay regulations to ascertain the ownership
of our shares and do not know, or by exercisingarable diligence would not
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have known, that we failed condition (6), then wi# e treated as having met condition (6). Howewer failure to comply with these
regulations for ascertaining ownership may resuét penalty of $25,000, or $50,000 for intentiorialations. Accordingly, we have compli
and will continue to comply with these regulatiomsluding requesting annually from record holdefrsignificant percentages of our shares
information regarding the ownership of our shatésder our Declaration of Trust, our shareholdeesraguired to respond to these requests
for information.

For purposes of condition (6), the terndiduals” is defined in the IRC to include natuparsons, supplemental unemployment
compensation benefit plans, private foundationsportions of a trust permanently set aside or esetusively for charitable purposes, but
not other entities or qualified pension plans afipisharing trusts. As a result, REIT shares owbg@n entity that is not an “individual" are
considered to be owned by the direct and indiractess of the entity that are individuals (as sarasf), rather than to be owned by the entity
itself. Similarly, REIT shares held by a qualifipension plan or profit-sharing trust are treatetield directly by the individual beneficiaries
in proportion to their actuarial interests in sytan or trust. Consequently, five or fewer suclstsicould own more than 50% of the interests
in an entity without jeopardizing that entity's éedl income tax qualification as a REIT. Howeverdiascussed below, if a REIT is a "pension-
held REIT," each qualified pension plan or profieeng pension trust owning more than 10% of théTREshares by value generally may be
taxed on a portion of the dividends it receivesrfithe REIT.

The IRC provides that we will not automalig fail to be a REIT if we do not meet conditiofi through (6), provided we can establish
reasonable cause for any such failure. Each sumlser failure will result in the imposition of a@600 penalty instead of REIT
disqualification. It is impossible to state whetheall circumstances we would be entitled to teedfit of this relief provision. This relief
provision applies to any failure of the applicabbaditions, even if the failure first occurred ip@or taxable year.

Our Wholly-Owned Subsidiaries and Our Inwesnts through Partnerships. Except in respect of taxable REIT subsidiagigs
discussed below, Section 856(i) of the IRC proviihes any corporation, 100% of whose stock is fgléh REIT and its disregarded
subsidiaries, is a qualified REIT subsidiary andlishot be treated as a separate corporation. 3bets liabilities and items of income,
deduction and credit of a qualified REIT subsidiarg treated as the REIT's. We believe that eacluodirect and indirect wholly-owned
subsidiaries, other than the taxable REIT subsafiatiscussed below, will be either a qualified REUbsidiary within the meaning of
Section 856(i) of the IRC, or a noncorporate erttigt for federal income tax purposes is not tetateseparate from its owner under
regulations issued under Section 7701 of the IR@isTexcept for the taxable REIT subsidiaries dised below, in applying all the federal
income tax REIT qualification requirements desatibethis summary, all assets, liabilities and isemf income, deduction and credit of our
direct and indirect wholly-owned subsidiaries aeated as ours.

We may invest in real estate through oneaore limited or general partnerships or limiteabllity companies that are treated as
partnerships for federal income tax purposes. énctise of a REIT that is a partner in a partnersagulations under the IRC provide that, for
purposes of the REIT qualification requirementsardgg income and assets discussed below, the REl&emed to own its proportionate
share of the assets of the partnership correspgrdithe REIT's proportionate capital interesthie partnership and is deemed to be entitls
the income of the partnership attributable to fingportionate share. In addition, for these purpp® character of the assets and gross
income of the partnership generally retain the selnaacter in the hands of the REIT. Accordingly;, proportionate share of the assets,
liabilities, and items of income of each partngpshiwhich we become a partner is treated as aurgurposes of the income tests and asset
tests discussed below. In contrast, for purposdéiseodlistribution requirement discussed below, weelld take into account as a partner our
share of the partnership's income as determinedruhd general federal income tax rules governartners and partnerships under
Sections 701 through 777 of the IRC.
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Taxable REIT Subsidiaries.We are permitted to own any or all of the si@s of a "taxable REIT subsidiary" as defined in
Section 856(1) of the IRC, provided that no morantt25% of our assets, at the close of each quateosmprised of our investments in the
stock or securities of our taxable REIT subsidgrmong other requirements, a taxable REIT suaaisidnust:

(1) be anon-REIT corporation for fedénalome tax purposes in which we directly or indile own shares;
(2) join with us in making a taxable RHEiibsidiary election;
(3) not directly or indirectly operateraanage a lodging facility or a health care fagilénd

(4) not directly or indirectly provide &my person, under a franchise, license, or ottserwights to any brand name under wi
any lodging facility or health care facility is apgéed, except that in limited circumstances a sutufinise, sublicense or similar right
can be granted to an independent contractor tcatgper manage a lodging facility or a health carglity.

In addition, a corporation other than a Rl which a taxable REIT subsidiary directly odirectly owns more than 35% of the voting
power or value will automatically be treated asxable REIT subsidiary. Subject to the discussiglow, we believe that we and each of our
taxable REIT subsidiaries have complied with, aillaentinue to comply with, the requirements faxable REIT subsidiary status at all
times during which we intend for the subsidiargsable REIT subsidiary election to be in effect are believe that the same will be true for
any taxable REIT subsidiary that we later form coare.

Our ownership of stock and securities katde REIT subsidiaries is exempt from the 10% B%dREIT asset tests discussed below.
Also, as discussed below, taxable REIT subsidiar@esperform services for our tenants without didifging the rents we receive from those
tenants under the 75% or 95% gross income testastied below. Moreover, because taxable REIT siabigs are taxed as C corporations
that are separate from us, their assets, lialsldaied items of income, deduction and credit gelyeaa¢ not imputed to us for purposes of the
REIT qualification requirements described in thisnenary. Therefore, taxable REIT subsidiaries caregaly undertake third-party
management and development activities and actwita related to real estate.

Restrictions are imposed on taxable REBskliaries to ensure that they will be subjectrt@ppropriate level of federal income
taxation. For example, a taxable REIT subsidiary mat deduct interest paid in any year to an at#ld REIT to the extent that the interest
payments exceed, generally, 50% of the taxable REDBEidiary's adjusted taxable income for that yidawever, the taxable REIT subsidi:
may carry forward the disallowed interest expewnsa succeeding year, and deduct the interest friatea year subject to that year's 50%
adjusted taxable income limitation. In additionaifaxable REIT subsidiary pays interest, rengtber amounts to its affiliated REIT in an
amount that exceeds what an unrelated third pastydvhave paid in an arm's length transaction, therREIT generally will be subject to an
excise tax equal to 100% of the excessive portfdhepayment. Finally, if in comparison to an atength transaction, a tenant has over
rent to the REIT in exchange for underpaying thxalde REIT subsidiary for services rendered, thenREIT may be subject to an excise tax
equal to 100% of the overpayment. There can bessgrance that arrangements involving our taxabld REbsidiaries will not result in the
imposition of one or more of these deduction litnitas or excise taxes, but we do not believe theaave or will be subject to these
impositions.

Income Tests. There are two gross income requirements folifipedion as a REIT under the IRC:

. At least 75% of our gross income (excluding: (asgrincome from sales or other dispositions of @riypheld primarily for
sale; (b) any income arising from "clearly ideriff hedging
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transactions that we enter into to manage inteatstor price fluctuations with respect to borroggmwe incur to acquire or
carry real estate assets; (c) any income arisog ficlearly identified" hedging transactions that @nter into primarily to
manage risk of currency fluctuations relating tg &am that qualifies under the 75% or 95% gros®ine tests; (d) real estate
foreign exchange gain (as defined in Section 8%8]rgf the IRC); and (e) income from the repurchasdischarge of
indebtedness) must be derived from investmentsingléo real property, including "rents from reabperty" as defined under
Section 856 of the IRC, interest and gain from g&ges on real property, income and gain from foeok property, or
dividends and gain from shares in other REITs. Wihienmeceive new capital in exchange for our sharés a public offering
of five-year or longer debt instruments, incomeiladitable to the temporary investment of this nepital in stock or a debt
instrument, if received or accrued within one yafour receipt of the new capital, is generallyoadsialifying income under ti
75% gross income test.

. At least 95% of our gross income (excluding: (adsgrincome from sales or other dispositions of @riypheld primarily for
sale; (b) any income arising from "clearly idertiff hedging transactions that we enter into to ganaterest rate or price
fluctuations with respect to borrowings we incuratmuire or carry real estate assets; (c) any iecatising from "clearly
identified" hedging transactions that we enter imionarily to manage risk of currency fluctuatioeating to any item that
qualifies under the 75% or 95% gross income tédjgpassive foreign exchange gain (as defined ai@e856(n)(3) of the
IRC); and (e) income from the repurchase or disghaf indebtedness) must be derived from a combimaf items of real
property income that satisfy the 75% gross incoesédescribed above, dividends, interest, or daims the sale or dispositic
of stock, securities, or real property.

For purposes of the 75% and 95% gross incomedeatiiaed above, income derived from a "shared apatien provision” in a mortgage lo

is generally treated as gain recognized on thedfdlee property to which it relates. Although walwse our best efforts to ensure that the
income generated by our investments will be ofpee tthat satisfies both the 75% and 95% gross indesis, there can be no assurance in this
regard.

In order to qualify as "rents from real peoty" under Section 856 of the IRC, several rezragnts must be met:

. The amount of rent received generally must notdsefd on the income or profits of any person, but beabased on receipts
sales.
. Rents do not qualify if the REIT owns 10% or moyeviote or value of the tenant, whether directhafier application of

attribution rules. While we intend not to leasegandy to any party if rents from that property webulot qualify as rents from
real property, application of the 10% ownershigerisl dependent upon complex attribution rules amadimstances that may be
beyond our control. For example, an unaffiliateiddtiparty's ownership directly or by attributiond% or more by value of
our shares, as well as an ownership position irstbek of one of our tenants which, when addeditoown ownership positia
in that tenant, totals 10% or more by vote or valtithe stock of that tenant, would result in tteatant's rents not qualifying as
rents from real property. Our declaration of trisgllows transfers or purported acquisitions, alyeor by attribution, of our
shares to the extent necessary to maintain our Rtaktis under the IRC. Similarly, for the purpoE€W/H retaining its own
REIT status under the IRC, CWH's organizationaluthents contain similar provisions to limit concetéd ownership of
beneficial positions in CWH. Furthermore, for asdas CWH owns more than 9.8% of our outstandiagesh we and CWH
have agreed to limit ownership in any of our teedatno more than 4.9% by each party, so that ounbined ownership will
remain under 10%, and we have also agreed to ¢éasmnable actions to facilitate the REIT statuseutite
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IRC of the other. Nevertheless, there can be narasse that these provisions in our and CWH's drgéinnal documents and
in the transaction agreement with CWH will be efifeeto prevent our REIT status from being jeopaediunder the 10%
affiliated tenant rule. Furthermore, there can bassurance that we will be able to monitor andreefthese restrictions, nor
will our shareholders necessarily be aware of oslmprof shares attributed to them under the IRt¥ation rules.

. There is a limited exception to the above prohibitbn earning "rents from real property" from a 18fiated tenant, if the
tenant is a taxable REIT subsidiary. If at lea$t3tf the leased space of a property is leasechtmte other than taxable REIT
subsidiaries and 10% affiliated tenants, and iftth@ble REIT subsidiary's rent for space at thaperty is substantially
comparable to the rents paid by nonaffiliated tém&or comparable space at the property, then wikerqualifying rents paid
by the taxable REIT subsidiary to the REIT will et disqualified on account of the rule prohibiti@fb affiliated tenants.

. In order for rents to qualify, we generally must nanage the property or furnish or render servicébe tenants of the
property, except through an independent contrdotar whom we derive no income or through one oftaxable REIT
subsidiaries. There is an exception to this ruteniiting a REIT to perform customary tenant sersioéthe sort that a tax-
exempt organization could perform without beingsidared in receipt of "unrelated business taxaiiterne" as defined in
Section 512(b)(3) of the IRC. In additionda minimisamount of noncustomary services will not disqualiigome as "rents
from real property" so long as the value of theémpissible services does not exceed 1% of the gnosse from the

property.

. If rent attributable to personal property leaseddnnection with a lease of real property is 15%ess of the total rent received
under the lease, then the rent attributable toopaitsproperty will qualify as "rents from real peapy”; if this 15% threshold is
exceeded, the rent attributable to personal prgpatt not so qualify. The portion of rental inconreated as attributable to
personal property is determined according to thie od the fair market value of the personal prapéo the total fair market
value of the real and personal property that isegkn

We believe that all or substantially all our rehéve qualified and will qualify as rents from reabperty for purposes of Section 856 of the
IRC.

In order to qualify as mortgage interesteal property for purposes of the 75% test, irgiengust derive from a mortgage loan secure
real property with a fair market value, at the tithe loan is made, at least equal to the amouttiteofoan. If the amount of the loan exceeds
the fair market value of the real property, theiast will be treated as interest on a mortgage ilo@ ratio equal to the ratio of the fair mar
value of the real property to the total amounthef tnortgage loan.

Absent the "foreclosure property” rulesSetction 856(e) of the IRC, a REIT's receipt of bass operating income from a property wi
not qualify under the 75% and 95% gross incomes t&sit as foreclosure property, gross income fraohs business operation would so
qualify. In the case of property leased by a REIG tenant, foreclosure property is defined un@etieable Treasury regulations to include
generally the real property and incidental perspnaperty that the REIT reduces to possession apefault or imminent default under the
lease by the tenant, and as to which a foreclgsumgerty election is made by attaching an appropstatement to the REIT's federal income
tax return. Any gain that a REIT recognizes ongale of foreclosure property held as inventoryranarily for sale to customers, plus any
income it receives from foreclosure property thatild not qualify under the 75% gross income tesh@absence of foreclosure property
treatment, reduced by expenses directly connecitbdie production of those items of income, wolbkdsubject to income tax at the
maximum corporate rate, currently 35%, under thedimsure property income
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tax rules of Section 857(b)(4) of the IRC. Thusa REIT should lease foreclosure property in exgkdor rent that qualifies as "rents from
real property" as described above, then that rémtaime is not subject to the foreclosure prop&rtpme tax.

Other than sales of foreclosure property, @ain we realize on the sale of property helthasntory or other property held primarily for
sale to customers in the ordinary course of busimngls be treated as income from a prohibited teation that is subject to a penalty tax at a
100% rate. This prohibited transaction income alsy adversely affect our ability to satisfy the 788@ 95% gross income tests for federal
income tax qualification as a REIT. We cannot pdevassurances as to whether or not the IRS migbessfully assert that one or more of
our dispositions would be subject to the 100% pgriak. However, we believe that dispositions ¢fads that we might make will not be
subject to the 100% penalty tax, because we irtiend

. own our assets for investment with a view to loagrt income production and capital appreciation;

. engage in the business of developing, owning ambgiag our existing properties and acquiring, depiglg, owning and
managing new properties; and

. make occasional dispositions of our assets consgigftigh our long-term investment objectives.

If we fail to satisfy one or both of the%®r the 95% gross income tests in any taxable, yeamay nevertheless qualify as a REIT for
that year if we satisfy the following requirements:

. our failure to meet the test is due to reasonadilse and not due to willful neglect, and

. after we identify the failure, we file a scheduksdribing each item of our gross income includetthén75% or 95% gross
income tests for that taxable year.

It is impossible to state whether in all circumseswe would be entitled to the benefit of thisefgbrovision for the 75% and 95% gross
income tests. Even if this relief provision doeplgpa 100% tax is imposed upon the greater ofitheunt by which we failed the 75% test or
the 95% test, with adjustments, multiplied by afi@n intended to reflect our profitability. Thislief provision applies to any failure of the
applicable income tests, even if the failure fosturred in a prior taxable year.

Asset Tests. At the close of each quarter of each taxabde,yee must also satisfy the following asset pesagatests in order to
qualify as a REIT for federal income tax purposes:

. At least 75% of our total assets must consist aff @state assets, cash and cash items, shardeirREITS, government
securities, and temporary investments of new chftitat is, stock or debt instruments purchaseti wibceeds of a stock
offering or a public offering of our debt with ae of at least five years, but only for the onerygeriod commencing with our
receipt of the offering proceeds).

. Not more than 25% of our total assets may be repted by securities other than those securitigscthant favorably toward
the preceding 75% asset test.

. Of the investments included in the preceding 25%gtelass, the value of any one non-REIT issuecariies that we own
may not exceed 5% of the value of our total as&etddition, we may not own more than 10% of theewor value of any one
non-REIT issuer's outstanding securities, unleasiisuer is our taxable REIT subsidiary or theigées are "straight debt"
securities or otherwise excepted as discussed below

. Our stock and securities in a taxable REIT subsjdiae exempted from the preceding 10% and 5% &sstst However, no
more than 25% of our total assets may be represddmytstock or securities of taxable REIT subsidisuri
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When a failure to satisfy the above asssistresults from an acquisition of securitiestbeoproperty during a quarter, the failure can be
cured by disposition of sufficient nonqualifyingsats within 30 days after the close of that quarter

In addition, if we fail the 5% value testtbe 10% vote or value tests at the close of arartgr and do not cure such failure within
30 days after the close of that quarter, that failuill nevertheless be excused if (a) the faiisrde minimis and (b) within 6 months after the
last day of the quarter in which we identify théuee, we either dispose of the assets causindgihee or otherwise satisfy the 5% value and
10% vote and value asset tests. For purposesffatef provision, the failure will be "de mininiig the value of the assets causing the
failure does not exceed the lesser of (a) 1% ofdted value of our assets at the end of the refegaarter or (b) $10,000,000. If our failure is
not de minimis, or if any of the other REIT asssit$ have been violated, we may nevertheless gaalif REIT if (a) we provide the IRS
with a description of each asset causing the fil(p) the failure was due to reasonable caus@andillful neglect, (c) we pay a tax equal to
the greater of (1) $50,000 or (2) the highest ohteorporate tax imposed (currently 35%) on theinedme generated by the assets causin
failure during the period of the failure, and (djhin 6 months after the last day of the quartewiich we identify the failure, we either
dispose of the assets causing the failure or otkersatisfy all of the REIT asset tests. Thesefreliovisions apply to any failure of the
applicable asset tests, even if the failure ficstusred in a prior taxable year.

The IRC also provides an excepted secar#iéde harbor to the 10% value test that includesng other items (a) "straight debt"
securities, (b) certain rental agreements in wpgyment is to be made in subsequent years, (cdlligation to pay rents from real property,
(d) securities issued by governmental entities @&h@tnot dependent in whole or in part on the gaff or payments from a nongovernmental
entity, and (e) any security issued by another REIT

We have maintained and will continue tomtein records of the value of our assets to doctim@ncompliance with the above asset
tests, and intend to take actions as may be ratjtoreure any failure to satisfy the tests withindays after the close of any quarter.

Annual Distribution Requirements.In order to qualify for taxation as a REIT untlee IRC, we are required to make annual
distributions other than capital gain dividendetw shareholders in an amount at least equal texbess of:

(A) the sum of 90% of our "real estatedstiment trust taxable income," as defined in Se@ky of the IRC, computed by
excluding any net capital gain and before taking account any dividends paid deduction for whiehare eligible, and 90% of our
net income after tax, if any, from property receliwe foreclosure, over

(B) the sum of our qualifying noncash imese.g., imputed rental income or income from transadimadvertently failing to
qualify as like-kind exchanges.

The distributions must be paid in the taxable yeavhich they relate, or in the following taxableay if declared before we timely file our tax
return for the earlier taxable year and if paidootvefore the first regular distribution paymerttathat declaration. If a dividend is declare
October, November, or December to shareholdersaaird during one of those months, and is paid dutie following January, then for
federal income tax purposes the dividend will leated as having been both paid and received omiiene31 of the prior taxable year. A
distribution which is not pro rata within a clagsoar beneficial interests entitled to a distriloutj or which is not consistent with the rights to
distributions among our classes of beneficial s, is a preferential distribution that is ndetainto consideration for purposes of the
distribution requirements, and accordingly the pagtrof a preferential distribution could affect @lnility to meet the distribution
requirements. Taking into account our distributpaticies, including the dividend reinvestment pla® have adopted, we do not believe that
we have made or will make any preferential distiitms. The distribution requirements

15




may be waived by the IRS if a REIT establishes itrfailed to meet them by reason of distributipmeviously made to meet the requirements
of the 4% excise tax discussed below. To the extaritwe do not distribute all of our net capitalrgand all of our real estate investment t
taxable income, as adjusted, we will be subjetaxoon undistributed amounts.

In addition, we will be subject to a 4% deductible excise tax to the extent we fail withinalendar year to make required distributions
to our shareholders of 85% of our ordinary income 85% of our capital gain net income plus the sgc# any, of the "grossed up required
distribution" for the preceding calendar year aer amount treated as distributed for that precedaiendar year. For this purpose, the term
"grossed up required distribution" for any calengisair is the sum of our taxable income for theradde year without regard to the deduction
for dividends paid and all amounts from earlierrgethat are not treated as having been distribunelér the provision. We will be treated as
having sufficient earnings and profits to treatalividend any distribution by us up to the amaenquired to be distributed in order to avoid
imposition of the 4% excise tax.

If we do not have enough cash or othelidi@ssets to meet the 90% distribution requiremavasmay find it necessary and desirable to
arrange for new debt or equity financing to provigleds for required distributions in order to maintour REIT status. We can provide no
assurance that financing would be available fosatgurposes on favorable terms.

We may be able to rectify a failure to gayficient dividends for any year by paying "dediocy dividends" to shareholders in a later
year. These deficiency dividends may be includeslindeduction for dividends paid for the earlieay, but an interest charge would
imposed upon us for the delay in distribution.

In addition to the other distribution reguments above, to preserve our status as a REAreveequired to timely distribute C corporal
earnings and profits that we inherit from acquicedporations.

Depreciation and Federal Income Tax Treatment of Lases

Our initial tax bases in our assets withgelly be our acquisition cost. We will generallgpreciate our real property on a straight-line
basis over 40 years and our personal propertytbeespplicable shorter periods. These depreciatibedules may vary for properties that we
acquire through tax-free or carryover basis actjois, as for example our initial portfolio acquirfom CWH as discussed below.

The initial tax bases and depreciation dales for the assets we held immediately afterepasated from CWH in 2009 depend upon
whether the deemed exchange that resulted fronsépatration was an exchange governed by Sectidr{a)3351(b) and 357(a) of the IRC.
Our tax counsel, Sullivan & Worcester LLP, providedis an opinion that the deemed exchange sheulckbted as an exchange governe
Sections 351(a) and 357(a) of the IRC, except fotouapproximately $6 million of gain recognized®WH under Section 351(b) of the IRC
in respect of our obligation to reimburse CWH fpesified offering costs, and we have agreed tovatigherform all our tax reporting
accordingly. This opinion was conditioned upon alssumption that the transaction agreement haddrekwill be complied with by all
parties thereto, upon the accuracy and completarighe factual matters described in our RegisiraStatement on Form S-11 filed in
connection with our IPO and upon representationdeniy us and CWH as to specified factual mattensrdfore, we carried over CWH's tax
basis and depreciation schedule in each of theésatbed we received from CWH, adjusted appropnyaiai the up to approximately $6 millic
of gain recognized by CWH under Section 351(bheflRC. This conclusion regarding the applicabitifySections 351(a), 351(b) and 357
depended upon favorable determinations with retgaedich of the following three issues: (a) Sec8bh(e) of the IRC did not apply to the
deemed exchange, or else it would have disqualifiedieemed exchange from Sections 351(a) and B&&édiment altogether;
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(b) Section 357(a) rather than Section 357(b) appid the deemed exchange, or else the liabiisssmed by us from CWH in the deemed
exchange would have been taxable consideratioto(tiee amount of actually realized gains) to CWhl &) a judicial recharacterization

rule, developed in Waterman Steamship v. Commigsjet80 F.2d 1185 (5th Cir. 1970), and subsequentdses, did not apply to
recharacterize our pre-transaction dividends paidWH as a taxable sale by CWH for cash. Therebeamo assurance that the IRS or a court
would reach the same conclusion.

If, contrary to our belief and the opiniofiour tax counsel, the deemed exchange were tal®WH because Section 351(a), 351(k
357(a) of the IRC did not apply, then we would teated as though we acquired our initial asseta fE&VH in a mostly or fully taxable
acquisition, thereby acquiring aggregate tax bas#dese assets greater than the amount that weveeaarried over from CWH but also
possibly depreciable over longer depreciable lilesuch event, we estimate that our aggregateedigtion deductions for our initial taxable
year and many taxable years thereafter could besstlydower. To address that possibility, we hasmplied and intend to continue
comply with the annual REIT distribution requireneregardless of whether or not the deemed excharigeated as a tax free exchange to
CWH under Sections 351(a), 351(b) and 357(a) of Rt i.e., we determine our distribution requirernassuming the lowest amount of
depreciation that could apply. Nevertheless, we bwyequired to amend our tax reports, includirgg¢hsent to our shareholders, or may be
required to pay deficiency dividends, as discusgmVe, if the IRS successfully challenges our éporting positions.

We are entitled to depreciation deductimam our facilities only if we are treated for fedkincome tax purposes as the owner of the
facilities. This means that the leases of the itasl must be classified for federal income taxgmses as true leases, rather than as sales or
financing arrangements, and we believe this tdbecise. In the case of future sale-leasebackgments, the IRS could assert that we
realize prepaid rental income in the year of pusehta the extent that the value of a leased prppatrthe time of purchase, exceeds the
purchase price for that property. While we belithat the value of leased property at the time gfsrch purchase will not exceed the
purchase price, because of the lack of clear pestatle cannot provide assurances as to whethéRgenight successfully assert the
existence of prepaid rental income in any suchlealseback transaction.

Taxation of U.S. Shareholders

The maximum individual federal income taterfor long-term capital gains is generally 15%hésluled to increase to 20% for taxable
years beginning after December 31, 2012) and fatmarporate dividends is generally also 15% (solegtito increase to ordinary incot
rates for taxable years beginning after DecembgR@12). However, because we are not generallyestt) federal income tax on the port
of our REIT taxable income or capital gains disitddl to our shareholders, dividends on our shaesrglly are not eligible for such 15% tax
rate on dividends while that rate is in effect.aAesult, our ordinary dividends continue to besthat the higher federal income tax rates
applicable to ordinary income. However, the favtedbderal income tax rates for long-term capitihg, and while in effect, for dividends,
generally apply to:

(1)  your long-term capital gains, if any, recognizedioa disposition of our shares;

@3] our distributions designated as long-term capigith glividends (except to the extent attributablectl estate depreciation
recapture, in which case the distributions areestttip a maximum 25% federal income tax rate);

3) our dividends attributable to dividends, if anyce®ed by us from non-REIT corporations such aaliexREIT subsidiaries;
and

(€] our dividends to the extent attributable to incarpen which we have paid federal corporate incorre ta
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As long as we qualify as a REIT for fedénglome tax purposes, a distribution to our U.%rsholders that we do not designate as a
capital gain dividend will be treated as an ordiniacome dividend to the extent of our current cclwanulated earnings and profits.
Distributions made out of our current or accumudatarnings and profits that we properly designateapital gain dividends will be taxed as
longterm capital gains, as discussed below, to thenetey do not exceed our actual net capital gairitfe taxable year. However, corpo
shareholders may be required to treat up to 20&hpfcapital gain dividend as ordinary income urfiection 291 of the IRC.

In addition, we may elect to retain netitdain income and treat it as constructivelptriisited. In that case:

(1) we will be taxed at regular corporate capital gaénsrates on retained amounts;

2 each U.S. shareholder will be taxed on its desgghptoportionate share of our retained net cagdals as though that amount
were distributed and designated a capital gairddiwil;

3) each U.S. shareholder will receive a credit fodiésignated proportionate share of the tax thgpaye

()] each U.S. shareholder will increase its adjusteisbia our shares by the excess of the amouns gir@portionate share of the
retained net capital gains over its proportionates of the tax that we pay; and

(5) both we and our corporate shareholders will makemensurate adjustments in our respective earnimgjpwfits for federal
income tax purposes.

If we elect to retain our net capital gains in ttaishion, we will notify our U.S. shareholders loé trelevant tax information within 60 days
after the close of the affected taxable year.

As discussed above, for noncorporate Uh&eholders, long-term capital gains are genetalgd at maximum rates of 15% (scheduled
to increase to 20% for taxable years beginning &trember 31, 2012) or 25%, depending upon the ¢fproperty disposed of and the
previously claimed depreciation with respect t@ fhiioperty. If for any taxable year we designafgtabgain dividends for U.S. shareholders,
then a portion of the capital gain dividends weglzate will be allocated to the holders of a paitic class of shares on a percentage basis
equal to the ratio of the amount of the total dérids paid or made available for the year to thddrslof that class of shares to the total
dividends paid or made available for the year toléas of all classes of our shares. We will sinjlalesignate the portion of any capital gain
dividend that is to be taxed to noncorporate Uh@reholders at the maximum rates of 15% (schedalettrease to 20% for taxable years
beginning after December 31, 2012) or 25% so tietesignations will be proportionate among ak®ts of our shares.

Distributions in excess of current or acalated earnings and profits will not be taxabl@atd.S. shareholder to the extent that they do
not exceed the shareholder's adjusted tax ba#lig ishareholder's shares, but will reduce the bblter's basis in those shares. To the extent
that these excess distributions exceed the adjbsisid of a U.S. shareholder's shares, they wilhtladed in income as capital gain, with
long-term gain generally taxed to noncorporate Gtfareholders at a maximum rate of 15% (scheduol@tttease to 20% for taxable years
beginning after December 31, 2012). No U.S. shddelhanay include on his federal income tax retump af our net operating losses or any
of our capital losses.
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If a dividend is declared in October, Novem or December to shareholders of record dunregad those months, and is paid during the
following January, then for federal income tax msgs the dividend will be treated as having beé¢h paid and received on December 31 of
the prior taxable year. Also, items that are tréaliéferently for regular and alternative minimuaxtpurposes are to be allocated between a
REIT and its shareholders under Treasury regulatidmich are to be prescribed. It is possible thes¢ Treasury regulations will require tax
preference items to be allocated to our shareheldih respect to any accelerated depreciatiortt@rdax preference items that we claim.

A U.S. shareholder will generally recognigen or loss equal to the difference between theumt realized and the shareholder's
adjusted basis in our shares that are sold or egglta This gain or loss will be capital gain orslaand will be longerm capital gain or loss
the shareholder's holding period in the shareseslecene year. In addition, any loss upon a sagxaiange of our shares held for six months
or less will generally be treated as a long-terpitahloss to the extent of our long-term capitaingdividends during the holding period.

For taxable years beginning after Decen3fie2012, U.S. holders who are individuals, estatdsusts will generally be required to pe
new 3.8% Medicare tax on their net investment inegmcluding dividends on and gains from the saletber disposition of our shares), o
the case of estates and trusts on their net ingdgtimcome that is not distributed, in each cagbéaxtent that their total adjusted income
exceeds applicable thresholds.

The IRC imposes a penalty for the failur@toperly disclose a "reportable transaction.'epartable transaction currently includes,
among other things, a sale or exchange of our shiaseilting in a tax loss in excess of (a) $10iamilin any single year or $20 million in any
combination of years in the case of our shareselal C corporation or by a partnership with onlgdZporation partners or (b) $2 million in
any single year or $4 million in any combinatiornyefars in the case of our shares held by any pémnership or an S corporation, trust or
individual, including losses that flow through pdissough entities to individuals. A taxpayer disgs a reportable transaction by filing IRS
Form 8886 with its federal income tax return amchie first year of filing, a copy of Form 8886 mbse sent to the IRS's Office of Tax She
Analysis. The penalty for failing to disclose aageable transaction is generally $10,000 in the@dsa natural person and $50,000 in any
other case.

Noncorporate U.S. shareholders who bortavds$ to finance their acquisition of our sharedatte limited in the amount of deductions
allowed for the interest paid on the indebtednessrred. Under Section 163(d) of the IRC, intepestl or accrued on indebtedness incurred
or continued to purchase or carry property heldrfeestment is generally deductible only to theeexof the investor's net investment incc
A U.S. shareholder's net investment income willide ordinary income dividend distributions receifeom us and, if an appropriate elec
is made by the shareholder, capital gain dividestidutions received from us; however, distribngdreated as a nontaxable return of the
shareholder's basis will not enter into the comipanieof net investment income.

Taxation of Tax-Exempt Shareholders

In Revenue Ruling 66-106, the IRS ruled #maounts distributed by a REIT to a tax-exemptleyges' pension trust did not constitute
"unrelated business taxable income," even thoughR&BIT may have financed some of its activitieweitquisition indebtedness. Although
revenue rulings are interpretive in nature andestttip revocation or modification by the IRS, bagpdn the analysis and conclusion of
Revenue Ruling 66-106, our distributions made araholders that are tax-exempt pension plans, ishak¥ retirement accounts, or other
qualifying tax-exempt entities should not consétutirelated business taxable income, providedtieaghareholder has not financed its
acquisition of our shares with "acquisition indelstess" within the meaning of the IRC, and provided
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further that, consistent with our present interg,do not hold a residual interest in a real estaidgage investment conduit.

Tax-exempt pension trusts that own mora tta26 by value of a "pension-held REIT" at any tiduging a taxable year may be required
to treat a percentage of all dividends receivethftbe pension-held REIT during the year as unrélbtesiness taxable income. This
percentage is equal to the ratio of:

(1) the pension-held REIT's gross income derived frioenconduct of unrelated trades or businesses,ndieted as if the pension-
held REIT were a tax-exempt pension fund, lessctiegpenses related to that income, to

(2 the pension-held REIT's gross income from all sesiréess direct expenses related to that income,
except that this percentage shall be deemed teroeunless it would otherwise equal or exceed 5%EAT is a pension-held REIT if:

. the REIT is "predominantly held" by tax-exempt gendrusts; and

. the REIT would fail to satisfy the "closely heldvpership requirement discussed above if the stotdeneficial interests in tl
REIT held by tax-exempt pension trusts were vieagtheld by tax-exempt pension trusts rather thathéiy respective
beneficiaries.

A REIT is predominantly held by tax-exempt pendiarsts if at least one tax-exempt pension trustomnore than 25% by value of the
REIT's stock or beneficial interests, or if onamare tax-exempt pension trusts, each owning mane 10% by value of the REIT's stock or
beneficial interests, own in the aggregate mora 8@% by value of the REIT's stock or beneficidéirsts. Because of the share ownership
concentration restrictions in our Declaration ofidtr we believe that we are not and will not beaspon-held REIT. However, because our
shares are publicly traded, we cannot completefyrobwhether or not we are or will become a pemdield REIT.

Social clubs, voluntary employee benefiioagations, supplemental unemployment benefitdrastl qualified group legal services plans
exempt from federal income taxation under SectsBi{c)(7), (c)(9), (c)(17) and (c)(20) of the IREspectively, are subject to different
unrelated business taxable income rules, whichrgénevill require them to characterize distribut®from a REIT as unrelated business
taxable income. In addition, these prospective stars should consult their own tax advisors coriograny "set aside" or reserve
requirements applicable to them.

Taxation of Non-U.S. Shareholders

The rules governing the United States faldacome taxation of non-U.S. shareholders areptexy and the following discussion is
intended only as a summary of these rules. If yeuaanon-U.S. shareholder, we urge you to consthtyour own tax advisor to determine
the impact of United States federal, state, lcmad] foreign tax laws, including any tax returnn@iand other reporting requirements, with
respect to your investment in our shares.

In general, a non-U.S. shareholder wilsbbject to regular United States federal incomertdke same manner as a U.S. shareholder
with respect to its investment in our shares if theestment is effectively connected with the ndis. shareholder's conduct of a trade or
business in the United States (and, if providedwapplicable income tax treaty, is attributabla fmermanent establishment or fixed base the
non-U.S. shareholder maintains in the United Statesddition, a corporate non-U.S. shareholdat thceives income that is or is deemed
effectively connected with a trade or busineshimWnited States may also be subject to the 30%chrarofits tax under Section 884 of the
IRC, which is payable in addition to regular Unitethtes federal corporate income tax. The balahttésodiscussion of the United States
federal income taxation of non-U.S. shareholders
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addresses only those non-U.S. shareholders whaesstiment in our shares is not effectively conneutitd the conduct of a trade or business
in the United States.

A distribution by us to a non-U.S. shareleolthat is not attributable to gain from the salexchange of a United States real property
interest and that is not designated as a capibaldigidend will be treated as an ordinary inconnedend to the extent that it is made out of
current or accumulated earnings and profits. Arithistion of this type will generally be subjectmited States federal income tax and
withholding at the rate of 30%, or at a lower riéthe non-U.S. shareholder has in the manner plest by the IRS demonstrated its
entitlement to benefits under a tax treaty. Indhse of any in kind distributions of property, weother applicable withholding agents will
collect the amount required to be withheld by rédgdo cash for remittance to the IRS a sufficigaition of the property that the non-U.S.
shareholder would otherwise receive, and the nd@-thareholder may bear brokerage or other costhifowithholding procedure. Because
we cannot determine our current and accumulatedregr and profits until the end of the taxable ygathholding at the rate of 30% or
applicable lower treaty rate will generally be irspd on the gross amount of any distribution toradds. shareholder that we make and do
not designate a capital gain dividend. Notwithstagdhis withholding on distributions in excessoofr current and accumulated earnings and
profits, these distributions are a nontaxable reafrcapital to the extent that they do not exddedhon-U.S. shareholder's adjusted basis in
our shares, and the nontaxable return of capitateduce the adjusted basis in these shares. & extent that distributions in excess of
current and accumulated earnings and profits extte=don-U.S. shareholder's adjusted basis intmanes, the distributions will give rise to
tax liability if the non-U.S. shareholder would ettvise be subject to tax on any gain from the sakxchange of these shares, as discussed
below. A non-U.S. shareholder may seek a refunah fitee IRS of amounts withheld on distributions tm fn excess of our current and
accumulated earnings and profits.

From time to time, some of our distribusanay be attributable to the sale or exchange dtdibtates real property interests. However,
capital gain dividends that are received by a nd®-Shareholder, including dividends attributabler sales of United States real property
interests, will be subject to the taxation and ttlling regime applicable to ordinary income divide and the branch profits tax will not
apply, provided that (1) the capital gain divideads received with respect to a class of sharesstieegularly traded" on a domestic
"established securities market" such as the NYSH as defined by applicable Treasury regulatiang, (2) the non-U.S. shareholder does
not own more than 5% of that class of shares atiargyduring the one-year period ending on the dathstribution of the capital gain
dividends. If both of these provisions are satgfigualifying non-U.S. shareholders will not be jegbto withholding on capital gain
dividends as though those amounts were effectiv@hnected with a United States trade or busineskgaalifying non-U.S. shareholders
will not be required to file United States feddralome tax returns or pay branch profits tax irpees of these capital gain dividends. Instead,
these dividends will be subject to United Stateiefal income tax and withholding as ordinary dividg, currently at a 30% tax rate unless
reduced by applicable treaty, as discussed beldthvodgh there can be no assurance in this regadyelieve that our common shares have
been and will remain "regularly traded" on a donee®stablished securities market" within the megrof applicable Treasury regulations;
however, we can provide no assurance that our shdlecontinue to be "regularly traded" on a dotie%established securities market" in
future taxable years.

Except as discussed above, for any yeahinh we qualify as a REIT, distributions that at&ibutable to gain from the sale or excha
of a United States real property interest are tdaeinon-U.S. shareholder as if these distribstiwware gains effectively connected with a
trade or business in the United States conductdteéopon-U.S. shareholder. Accordingly, a non-@t&areholder that does not qualify for the
special rule above will be taxed on these amourttseanormal capital gain rates applicable to a. Stfareholder, subject to any applicable
alternative minimum tax and to a
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special alternative minimum tax in the case of eeittent alien individuals; such a nonS. shareholder will be required to file a Unit&idte:
federal income tax return reporting these amowewsn if applicable withholding is imposed as ddsaxdli below; and such a non-U.S.
shareholder that is also a corporation may ow8@é branch profits tax under Section 884 of the IR€@spect of these amounts. We or
other applicable withholding agents will be reqdite withhold from distributions to such n@hS. shareholders, and remit to the IRS, 35
the maximum amount of any distribution that coutddesignated as a capital gain dividend. In addifiar purposes of this withholding rule,
if we designate prior distributions as capital gdividends, then subsequent distributions up tatheunt of the designated prior distributions
will be treated as capital gain dividends. The amiad any tax withheld is creditable against the#hS. shareholder's United States federal
income tax liability, and the non-U.S. shareholahery file for a refund from the IRS of any amounwgthheld tax in excess of that tax
liability.

A special "wash sale" rule applies to a-tb8. shareholder who owns any class of our shf(gsthe shareholder owns more than 5%
of that class of shares at any time during the yma-period ending on the date of the distributieacribed below, or (2) that class of our
shares is not, within the meaning of applicablea$tey regulations, "regularly traded" on a domé®atablished securities market" such as
the NYSE. Although there can be no assurance snréfgjard, we believe that our common shares hase dred will remain "regularly traded"
on a domestic "established securities market" withe meaning of applicable Treasury regulatiohssadiscussed above; however, we can
provide no assurance that our shares will contiolee "regularly traded" on a domestic "establisbeclrities market" in future taxable yei
We thus anticipate this wash sale rule to applst &ll, only to a noid.S. shareholder that owns more than 5% of eithbecommon shares
any class of our preferred shares. Such ali@&-shareholder will be treated as having madeash sale" of our shares if it (1) disposes c
interest in our shares during the 30 days precetia@x-dividend date of a distribution by us thit, for such disposition, would have been
treated by the non-U.S. shareholder in whole quairt as gain from the sale or exchange of a UrStates real property interest, and then
(2) acquires or enters into a contract to acqusalstantially identical interest in our sharetheziactually or constructively through a related
party, during the 61-day period beginning 30 daysrpo the ex-dividend date. In the event of sachash sale, the non-U.S. shareholder will
have gain from the sale or exchange of a UniteteSt&al property interest in an amount equalégtbrtion of the distribution that, but for
the wash sale, would have been a gain from theosa®gchange of a United States real propertyésteAs discussed above, a non-U.S.
shareholder's gain from the sale or exchange afitetl States real property interest can triggersiased United States taxes, such as the
branch profits tax applicable to non-U.S. corpanasi and increased United States tax filing requénmts.

If for any taxable year we designate cajtan dividends for our shareholders, then a paortf the capital gain dividends we designate
will be allocated to the holders of a particulaass of shares on a percentage basis equal tatihefrthe amount of the total dividends paic
made available for the year to the holders of thests of shares to the total dividends paid or neadéable for the year to holders of all
classes of our shares.

Tax treaties may reduce the withholdinggailons on our distributions. Under some treatimsyever, rates below 30% that are
applicable to ordinary income dividends from Uni&tdtes corporations may not apply to ordinary imealividends from a REIT or may
apply only if the REIT meets certain additional ditions. You must generally use an applicable IRB¥W-8, or substantially similar form,
to claim tax treaty benefits. If the amount of weixhheld with respect to a distribution to a norsUshareholder exceeds the shareholder's
United States federal income tax liability withpest to the distribution, the non-U.S. sharehoiday file for a refund of the excess from the
IRS. The 35% withholding tax rate discussed abaveane capital gain dividends corresponds to tharman income tax rate applicable to
corporate non-U.S. shareholders but is
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higher than the current 15% and 25% maximum ratesapital gains generally applicable to noncorporetn-U.S. shareholders. Treasury
regulations also provide special rules to determihether, for purposes of determining the applidgof a tax treaty, our distributions to a
non-U.S. shareholder that is an entity should &éatéd as paid to the entity or to those owningherést in that entity, and whether the entity
or its owners are entitled to benefits under tix@rt@aty. In the case of any in kind distributiaigroperty, we or other applicable withholdi
agents will have to collect the amount requiredeavithheld by reducing to cash for remittanceh® IRS a sufficient portion of the property
that the non-U.S. shareholder would otherwise we;&ind the non-U.S. shareholder may bear brokenagther costs for this withholding
procedure.

If our shares are not "United States reaperty interests" within the meaning of Sectio7 8 the IRC, then a non-U.S. shareholder's
gain on sale of these shares generally will nafliigect to United States federal income taxati@nept that a nonresident alien individual
who was in the United States for 183 days or marénd the taxable year may be subject to a 30%athis gain. Our shares will not
constitute a United States real property inteffestiare a "domestically controlled REIT." A domeally controlled REIT is a REIT in which
at all times during the preceding five-year pefliegs than 50% in value of its shares is held dirextindirectly by foreign persons. We
believe that we have been and will remain a doroalsticontrolled REIT and thus a non-U.S. sharebidédgain on sale of our shares will not
be subject to United States federal income taxatitmwever, because our shares are publicly traded;an provide no assurance that we
been or will remain a domestically controlled REIfTwe are not a domestically controlled REIT, arld.S. shareholder's gain on sale of our
shares will not be subject to United States fedame taxation as a sale of a United Statespreglerty interest if that class of shares is
"regularly traded," as defined by applicable Tregsagulations, on an established securities mdikethe NYSE, and the non-U.S.
shareholder has at all times during the precedimgyfears owned 5% or less by value of that clashares. In this regard, because the shares
of others may be redeemed, a non-U.S. sharehofsicentage interest in a class of our shares ntagase even if it acquires no additional
shares in that class. If the gain on the sale oEbares were subject to United States federahiecmaxation, the non-U.S. shareholder will
generally be subject to the same treatment as asbiaBeholder with respect to its gain, will beuiegd to file a United States federal income
tax return reporting that gain, and a corporate-dd®. shareholder might owe branch profits tax ur&kxtion 884 of the IRC. A purchaser of
our shares from a ndd-S. shareholder will not be required to withhofdtbe purchase price if the purchased shares guéaréy traded on a
established securities market or if we are a dagsdist controlled REIT. Otherwise, a purchaser of shares from a non-U.S. shareholder
may be required to withhold 10% of the purchaseeppiaid to the non-U.S. shareholder and to reraitmithheld amount to the IRS.

Withholding and Information Reporting

Information reporting and backup withholglimay apply to distributions or proceeds paid toshareholders under the circumstances
discussed below. The backup withholding rate isenily 28% and is scheduled to increase to 31% a6&2. Amounts withheld under
backup withholding are generally not an additidaaland may be refunded by the IRS or creditednagéie shareholder's federal income tax
liability. In the case of any in kind distribution$ property by us to a shareholder, we or othgliegble withholding agents will have to
collect any applicable backup withholding by redhgcio cash for remittance to the IRS a sufficiesrtipn of the property that our sharehol
would otherwise receive, and the shareholder may bkerage or other costs for this withholdinggadure.

A U.S. shareholder will be subject to bazkuthholding when it receives distributions on shares or proceeds upon the sale, exch
redemption, retirement or other disposition of shares,
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unless the U.S. shareholder properly executesa®pleviously properly executed, under penaltiggegury an IRS Form W-9 or
substantially similar form that:

. provides the U.S. shareholder's correct taxpayatification number; and

. certifies that the U.S. shareholder is exempt fbaokup withholding because it comes within an emaitee exempt category,
it has not been notified by the IRS that it is sabjo backup withholding, or it has been notifilsdthe IRS that it is no longer
subject to backup withholding.

If the U.S. shareholder has not provided and dogépmovide its correct taxpayer identification nuenbn the IRS Form W-9 or substantially
similar form, it may be subject to penalties impbbg the IRS, and we or other applicable withhajdagents may have to withhold a portion
of any distributions or proceeds paid to such Wifareholder. Unless the U.S. shareholder has is¢tetdlon a properly executed IRS

Form W-9 or substantially similar form that it cogngithin an enumerated exempt category, distrilmgtior proceeds on our shares paid to it
during the calendar year, and the amount of takheid, if any, will be reported to it and to theSR

Distributions on our shares to a non-Utfarsholder during each calendar year and the anoduax withheld, if any, will generally be
reported to the non-U.S. shareholder and to the TRE information reporting requirement appliegawlless of whether the non-U.S.
shareholder is subject to withholding on distriba#i on our shares or whether the withholding weaaed or eliminated by an applicable tax
treaty. Also, distributions paid to a non-U.S. gerider on our shares may be subject to backupeliling, unless the non-U.S. shareholder
properly certifies its non-U.S. shareholder statasn IRS Form W-8 or substantially similar fornttwe manner described above. Similarly,
information reporting and backup withholding withtrapply to proceeds a non-U.S. shareholder reseigen the sale, exchange, redemption,
retirement or other disposition of our sharesh& hon-U.S. shareholder properly certifies its kb8- shareholder status on an IRS Form W-8
or substantially similar form. Even without haviegecuted an IRS Form W-8 or substantially simitanf, however, in some cases
information reporting and backup withholding wibtrapply to proceeds that a non-U.S. shareholdsives upon the sale, exchange,
redemption, retirement or other disposition of shares if the non-U.S. shareholder receives thaszepds through a broker's foreign office.

After December 31, 2012, the reporting gdions of non-United States financial instituti@m&l other non-United States entities for
purposes of identifying accounts and investmeni tiieectly or indirectly by United States persame increased. The failure to comply with
these additional information reporting, certificatiand other specified requirements could resulifhholding tax being imposed on
payments of dividends and sales proceeds to appdichareholders or intermediaries. Specificall§0® withholding tax is imposed on
dividends on and gross proceeds from the saleher alisposition of our shares paid to a foreigatiicial institution or to a foreign
nonfinancial entity, unless (1) the foreign finaaldnstitution undertakes applicable diligence agubrting obligations or (2) the foreign non-
financial entity either certifies it does not harey substantial United States owners or furnistiestifying information regarding each
substantial United States owner. In addition, & frayee is a foreign financial institution, it geadly must enter into an agreement with the
United States Treasury that requires, among olfiegs, that it undertake to identify accounts Hatdapplicable United States persons or
United States-owned foreign entities, annually reppecified information about such accounts, aittheld 30% on payments to
noncertified holders. If you hold our shares thitoagnon-United States intermediary or if you arma-United States person, we urge you to
consult your own tax advisor regarding foreign acttdax compliance.
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Other Tax Consequence:

Our tax treatment and that of our sharedrsldnay be modified by legislative, judicial, ond@distrative actions at any time, which
actions may be retroactive in effect. The ruledidgawith federal income taxation are constantlgenreview by the Congress, the IRS and
the Treasury Department, and statutory changes regwations, revisions to existing regulationg] agvised interpretations of established
concepts are issued frequently. Likewise, the ndgarding taxes other than federal income taxesats®m be modified. No prediction can be
made as to the likelihood of passage of new taislitipn or other provisions, or the direct or irdit effect on us and our shareholders.
Revisions to tax laws and interpretations of tHases could adversely affect the tax or other conseges of an investment in our shares. We
and our shareholders may also be subject to taxhticstate, local or other jurisdictions, includihgse in which we or our shareholders
transact business or reside. These tax consequeragesot be comparable to the federal income taseguences discussed above.
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ERISA PLANS, KEOGH PLANS AND INDIVIDUAL RETIREMENT ACCOUNTS
General Fiduciary Obligations

Fiduciaries of a pension, profit-sharingotiter employee benefit plan subject to Title thad Employee Retirement Income Security Act
of 1974, as amended, or ERISA, must consider whethe

. their investment in our shares satisfies the difieasion requirements of ERISA,;

. the investment is prudent in light of possible tmtions on the marketability of our shares;

. they have authority to acquire our shares undeapipdicable governing instrument and Title | of SR} and
. the investment is otherwise consistent with thiemdiary responsibilities.

Trustees and other fiduciaries of an ERfBa may incur personal liability for any loss sufd by the plan on account of a violation of
their fiduciary responsibilities. In addition, teeiduciaries may be subject to a civil penaltyupfto 20% of any amount recovered by the |
on account of a violation. Fiduciaries of any IR2qgth IRA, tax-favored account (such as an Arche”®ViSoverdell education savings
account or health savings account), Keogh Plarihmraualified retirement plan not subject to Tltlef ERISA, or non-ERISA plans, should
consider that a plan may only make investmentsatetuthorized by the appropriate governing imsénot.

Fiduciaries considering an investment insecurities should consult their own legal ad\gsbthey have any concern as to whether the
investment is consistent with the foregoing créaeat is otherwise appropriate. The sale of oursgesito a plan is in no respect a
representation by us or any underwriter of the Sges that the investment meets all relevant legglirements with respect to investment
plans generally or any particular plan, or thatitheestment is appropriate for plans generallyror particular plan.

Prohibited Transactions

Fiduciaries of ERISA plans and persons mgkine investment decision for an IRA or other BRISA plan should consider the
application of the prohibited transaction provisia@i ERISA and the IRC in making their investmeatidion. Sales and other transactions
between an ERISA or non-ERISA plan, and persoraaglto it, are prohibited transactions. The paldicfacts concerning the sponsorship,
operations and other investments of an ERISA ptamoo-ERISA plan may cause a wide range of othesques to be treated as disqualified
persons or parties in interest with respect ta prohibited transaction, in addition to imposingtgntial personal liability upon fiduciaries of
ERISA plans, may also result in the imposition wfexcise tax under the IRC or a penalty under ERISén the disqualified person or party
in interest with respect to the plan. If the didiigal person who engages in the transaction isnitividual on behalf of whom an IRA or
Roth IRA is maintained or his beneficiary, the IRARoth IRA may lose its tax-exempt status ands$tsets may be deemed to have been
distributed to the individual in a taxable disttilmm on account of the prohibited transaction, uexcise tax will be imposed. Fiduciaries
considering an investment in our securities shaoltsult their own legal advisors as to whethertivaership of our securities involves a
prohibited transaction.

"Plan Assets" Considerations

The U.S. Department of Labor, which has iaistrative responsibility over ERISA plans as waslnon-ERISA plans, has issued a
regulation defining "plan assets." The regulatiengrally provides that when an ERISA or non-ERI$#nmcquires a security that is an
equity interest in an entity and that securityegmer a "publicly offered security" nor a secuiliggued by an investment company registered
under the Investment Company Act of 1940, as anteritie ERISA plan's or non-ERISA
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plan's assets include both the equity interestaangndivided interest in each of the underlyingetsssf the entity, unless it is established
either that the entity is an operating companyhat equity participation in the entity by benef@pinvestors is not significant.

Each class of our shares (that is, our comshares and any class of preferred shares thatayeéssue) must be analyzed separately to
ascertain whether it is a publicly offered securithie regulation defines a publicly offered seguais a security that is "widely held," "freely
transferable" and either part of a class of seesriegistered under the Exchange Act, or sold uadeffective registration statement under
the Securities Act of 1933, as amended, providedéturities are registered under the Exchangevifttin 120 days after the end of the fis
year of the issuer during which the offering ocedtrEach class of our outstanding shares has bgetared under the Exchange Act wit
the necessary time frame to satisfy the foregoorglition.

The regulation provides that a securitywiglely held" only if it is part of a class of setties that is owned by 100 or more investors
independent of the issuer and of one another. Herwevsecurity will not fail to be "widely held" t&use the number of independent inves
falls below 100 subsequent to the initial publiteahg as a result of events beyond the issuergao We believe our common shares are
will remain widely held, and we expect the sambeddrue of any class of preferred shares that weissae, but we can give no assurances in
this regard.

The regulation provides that whether a gtcis "freely transferable" is a factual questimnbe determined on the basis of all relevant
facts and circumstances. The regulation furtheviges that, where a security is part of an offeimgvhich the minimum investment is
$10,000 or less, some restrictions on transfemardy will not, alone or in combination, affecfiading that these securities are freely
transferable. The restrictions on transfer enuredrat the regulation as not affecting that findingude:

. any restriction on or prohibition against any tfensr assignment which would result in a termioator reclassification for
federal or state tax purposes, or would otherwiskate any state or federal law or court order;

. any requirement that advance notice of a transfassignment be given to the issuer and any ragein¢ that either the
transferor or transferee, or both, execute docuatient setting forth representations as to compéamith any restrictions on
transfer which are among those enumerated in thdaton as not affecting free transferability,limting those described in t
preceding clause of this sentence;

. any administrative procedure which establishesffatteve date, or an event prior to which a transfeassignment will not be
effective; and

. any limitation or restriction on transfer or assiggnt that is not imposed by the issuer or a peasting on behalf of the issuer.

We believe that the restrictions imposedarrour declaration of trust on the transfer ofskalo not result in the failure of our shares to
be "freely transferable." Furthermore, we beligvat there exist no other facts or circumstancesitigithe transferability of our shares which
are not included among those enumerated as natiafieheir free transferability under the regudatiand we do not expect or intend to
impose in the future, or to permit any person tpase on our behalf, any limitations or restrictionstransfer which would not be among the
enumerated permissible limitations or restrictions.

Assuming that each class of our shareshaillwidely held" and that no other facts and ainstances exist which restrict transferability
of these shares, we have received an opinion ofaumsel, Sullivan & Worcester LLP, that our shasdknot fail to be "freely transferable”
for purposes of the regulation due to the restnition transfer of the shares under our declarafitnust and that under the regulation each
class of our currently outstanding shares is plybtitfered and our assets will not be deemed ttpken assets” of any ERISA plan or non-
ERISA plan that invests in our shares.
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ltem 1A. Risk Factors

Our business faces many risks. The risksriteed below may not be the only risks we facedif\onal risks that we do not yet know of,
or that we currently think are immaterial, may alspair our business operations or financial resuftany of the events or circumstances
described in the following risks occurs, our bus)dinancial condition or results of operationsldcsuffer and the trading price of our
securities could decline. Investors and prospedtivestors should consider the following risks #melinformation contained under the
heading "Warning Concerning Forward Looking Statetsiebefore deciding whether to invest in our sitigs:

Risks Related to Our Busine:
We may be unable to lease our properties when @arsks expire.

The weighted average remaining term ofleases in effect as of December 31, 2010 is 4.By=@sed upon annual rental income and
4.3 years based upon occupied square footage. Bsadmber 31, 2010, leases representing approXime% of our rental income and
44.9% of our occupied square footage will expirdd®cember 31, 2013. Although we will seek to remewmleases with current tenants when
these leases expire, we can provide no assuraace/#will be successful in doing so. If our tersaghd not renew their leases, we may be
unable to enter leases with substitute tenants.

When we renew leases or lease to new tenants ontsrenay decline and our expenses may increase.

When we renew leases or lease to new temamimay receive less rent than we received uhedetises that expired. Laws and
regulations applicable to government leasing ofégquire public solicitations of bids when new anewal leases are being considered. M:
conditions may require us to lower our rents tairegovernment tenants. Some of our current rectsde payments to amortize the cost of
tenant improvements which government tenants maynhbélling to pay or contractually allowed to elingite when leases are renewed. Also,
whenever we renew leases or lease to new tenantsayédave to spend substantial amounts for tefitamtitf leasing commissions and other
tenant inducements. As a consequence of lower cgritgreased expenses when we renew leases ertteasw tenants, our net income and
cash available to pay distributions to you may idecl

We may be unable to identify additional propertigsacquire and grow our business.

Our business plan is to acquire additigmaperties that are majority leased to governmemarts. There are a limited number of such
properties, and we will have fewer opportunitiegitow our investments than REITs that purchaseqatims that are leased to both
government and non-government tenants or that@rkeased when they are acquired. Accordingly bauginess plan to acquire additional
properties that are majority leased to governmamants may not succeed.

We may be unable to access the capital necessargpay debts, invest in our properties or fund adsjtions.

To retain our status as a REIT, we areireduo distribute at least 90% of our annual RE¥able income (excluding capital gains) and
satisfy a number of organizational and operatioegliirements to which REITs are subject. Accordingle generally will not be able to
retain sufficient cash from operations to repaytsleibvest in our properties or fund acquisitio@sir business and growth strategies depend,
in part, upon our ability to raise additional cap#t reasonable costs to repay our debts, inmesir properties and fund new acquisitions.
Recently, there has been a significant volatilitgfie amount of capital available for real estat@stments on a global basis. Our ability to
raise reasonably priced capital is not guaranteednay be unable to raise reasonably priced capgzduse of reasons related to our busi
or for reasons beyond our control, such as market
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conditions. If we are unable to raise reasonahlyeprcapital, our business and growth strategigsfaih
We face significant competition.

We plan to acquire properties that are nitgjteased to government tenants whenever weldecta identify such investment
opportunities and have sufficient available finaugcio complete such acquisitions. We face compaetiidbr acquisition opportunities from
other investors and this competition may subjedbuke following risks:

. we may be unable to acquire a desired propertyusecaf competition from other well capitalized resafate investors,
including other REITs, financial institutions, inéluals and public and private companies who agaged in our business; &

. competition from other real estate investors mgnificantly increase the purchase price we musttpacquire properties,
especially as access to debt capital becomes readily available and lending terms become morestgni

In addition, substantially all of our profies face competition for tenants. Some compatigerties may be newer, better located and
more attractive to tenants. Competing propertieg haae lower rates of occupancy than our propentvsch may result in competing own
leasing available space at lower rents than we affeur properties. This competition may affeat ahility to attract and retain tenants and
may reduce the rents we are able to charge. Goentt@nants may be particularly difficult to attrand retain because they may be viewed
as desirable tenants by other landlords.

Our acquisitions may not be successful.

Our business strategy contemplates acouisibf additional properties. We cannot assuretjiatiacquisitions we make will prove to be
successful. Notwithstanding pre-acquisition duagdiice, we do not believe that it is possible ttyfunderstand a property before it is owned
and operated for an extended period of time. Famgpte, we could acquire a property that contairtiamtosed defects in design or
construction. In addition, after our acquisitionaoproperty, the market in which the acquired priypie located may experience unexpected
changes that adversely affect the property's vdlhe.occupancy of properties that we acquire malirdeduring our ownership, and rents
that are in effect at the time a property is acplimay decline thereafter. Also, our property ofiegeexpenses at properties we acquire may
be higher than we anticipated at the time of oguaitions and such acquisitions may not yieldrétarns we expect and, if financed using
debt or new equity issuances, may result in shédehdilution. For these reasons, among otherspmyperty acquisitions may cause us to
experience losses.

The U.S. Government's "green lease" policies mayadsely affect us.

In recent years the U.S. Government haguted "green lease" policies which allow a goveemt tenant to require leadership in energy
and environmental design for commercial interiorsd, EED®-CI, certification in selecting new premsser renewing leases at existing
premises. In addition, the Energy IndependenceSmundirity Act of 2007 allows the GSA to prefer birlgs for lease that have received an
"Energy Star" label. Obtaining such certificati@ml labels may be costly and time consuming, bufalure to do so may result in our
competitive disadvantage in acquiring new or ret@rexisting government tenants.
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Some government tenants have the right to termintiteir leases prior to their lease expiration da

Almost all of our current rents come froovgrnment tenants. Some of our leases with goverhtaeants allow the tenants to vacate
leased premises before the stated terms of thedesgire with little or no liability. In particula

. Tenants occupying approximately 16.5% of our reletafjuare feet and contributing approximately 118%ur annualized
rental income as of December 31, 2010, have cuyrerercisable rights to terminate their leasesiwethe stated term of their
lease expires.

. In 2011, 2012, 2013, 2014, 2015, 2016, 2017 an® 2€4rly termination rights become exercisable thgiotenants who
currently occupy an additional approximately 1.28%, 1.0%, 2.4%, 0.3%, 3.2%, 0.4% and 1.3% ofreatable square feet,
respectively, and contribute an additional appratety 2.8%, 1.9%, 1.3%, 2.6%, 0.3%, 3.7%, 0.7% 2686 of our
annualized rental income, respectively, as of Ddmar31, 2010.

. Seven of our state government tenants have therglyrexercisable right to terminate their leagekdse states do not
appropriate rent in their respective annual budgétsse seven tenants occupy approximately 5.686ofentable square feet
and contribute approximately 6.2% of our annualimedal income as of December 31, 2010.

For fiscal policy reasons, security consasnother reasons, some or all of our governnmaartts may decide to vacate our properties. If
a significant number of such vacancies occur, eatal income may materially decline and we may beranable to pay regular distributic
to you or we may reduce the amounts of such digtdhs.

We currently have a concentration of propertiestime Washington, DC metro area and are exposed targes in market conditions in thi
area.

Approximately 30.3% of our annualized réitaome as of December 31, 2010 was received fsmperties located in the Washington,
DC metro area. A downturn in economic conditionghis area could result in reduced demand fromrisnfar our properties or lower the
rents that our government tenants in this areaviliag to pay when our leases expire and reneeahs are negotiated. Additionally, within
the past few years there has been a large numispeotilative real estate developments in the WgshinDC metro area, and a surplus of
newly developed space could adversely affect oilityato retain our government tenants when ousé&saexpire.

Our failure or inability to meet certain terms ofuy unsecured revolving credit facility would advesly affect our business and may preve
our paying distributions to you.

Our $500 million unsecured revolving crdditility includes various conditions to our boriiogy and various financial and other
covenants and events of default. We may not betalsatisfy all of these conditions or may defaultsome of these covenants for various
reasons, including matters which are beyond outrebrif we are unable to borrow under our unsedusyolving credit facility we may be
unable to meet our business obligations or to drpWwuying additional properties, or we may be rezpito sell some of our properties. If we
default under our unsecured revolving credit faciit a time when borrowed amounts are outstangiimatgr our unsecured revolving credit
facility, our lenders may demand immediate paymany: default under our outstanding unsecured reaugleredit facility would likely have
serious and adverse consequences to us and wkellgldause the market price of our securities ttenmlly decline and may prevent our
paying distributions to you.
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Amounts recoverable under our leases for increasgekrating costs may be less than the actual incezhsosts

Under most of our leases, the tenant'gahtin to pay us adjusted rent for increased opeyabsts (e.g. the costs of cleaning services,
supplies, materials, maintenance, trash removadisieaping, water, sewer charges, heating, eldgtdaid certain administrative expenses) is
increased annually based on a cost of living imdgixer than the actual amount of our costs. Acogigj the amount of any rent adjustment
may not fully offset any increased costs we mayiing providing these services, including any irsed energy costs which result from
climate change laws designed to reduce carbon emsss

Increasing interest rates may adversely affect uglahe value of your investment in our securitie
There are three principal ways that indrepsterest rates may adversely affect us andidihee of an investment in our securities:

. Funds borrowed under our unsecured revolving cfadility bear interest at variable rates. If igstrrates increase, so will our
interest costs, which could adversely affect oshdtow, our ability to pay principal and intere@st our debt, our cost of
refinancing our debt when it becomes due and ollityato pay distributions.

. An increase in interest rates could decrease tlmuanbuyers may be willing to pay for our propestithereby reducing the
market value of our properties and limiting ourlipto sell properties or to obtain mortgage finarg secured by our
properties.

. We expect to pay regular distributions on our Shiavéhen interest rates on debt investments aveitabhvestors rise, the

market prices of distribution paying securitieseafdecline. Accordingly, if interest rates rises tharket price of our Shares
may decline.

Real estate ownership creates risks and liabiliti

Our business is subject to risks associaitidreal estate ownership, including:

. property and casualty losses, some of which maynbesured;

. defaults by our tenants;

. the illiquid nature of real estate markets whichits our ability to sell our assets rapidly to resg to changing market
conditions;

. costs that may be incurred relating to propertymesiance and repair, and the need to make expesglidue to changes in

governmental regulations, including the Americaiith \Disabilities Act; and

. asbestos, lead and mold related liabilities antsamiscontainment or removal and other environmdrdaards at our properti
for which we may be liable, including those creadtgdrior owners or occupants, existing tenant@gaaht properties or other
parties.

Acquisition and ownership of real estate is subjéatenvironmental and climate change risk

Acquisition and ownership of real estateubject to risks associated with environmentabhde We may be liable for environmental
hazards at our properties, including those crelayearior owners or occupants, existing tenantsttataior other persons. Our properties may
be subject to environmental laws for certain hazasdsubstances used to maintain these propenigs as chemicals used to clean, pestic
and lawn maintenance materials, and for other ¢immdi, such as the presence of harmful mold. Varfederal and state laws impose
environmental liabilities upon property owners,sas us, for any environmental damages arisingopepties they own or occupy,
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and we are not assured that we will not be heldifor environmental clean up at our propertiesiuding environmental damages at site:
own and lease to our tenants. As an owner or puevdevner of properties which contain environmehgaards, we also may be liable to pay
damages to governmental agencies or third padiesolsts and damages they incur arising from enmiental hazards at the properties.
Moreover, the costs and damages which may arise émovironmental hazards are often difficult to pobj

The current political debate about climettange has resulted in various existing and praptrsaties, laws and regulations which are
intended to limit carbon emissions. We believe ¢htesaties, laws and regulations being enactedoprogsed may cause energy costs at our
properties to increase, but we do not expect theetlimpact of these increases to be material taenults of operations because the increasec
costs either would be the responsibility of outatetis directly or in large part may be passed thndugus to our tenants as additional lease
payments. Although we do not believe it is likatythe foreseeable future, laws enacted to mitigitgate change may make some of our
buildings obsolete or cause us to make materigsmments in our properties which could materiatig adversely affect our financial
condition and results of operations.

Risks Related to Our Relationships with CWH and RN
As long as CWH retains significant ownership of ugur ability to influence matters requiring sharetder approval will be limited

As of February 24, 2011, CWH owned appratiy 24.6% of our outstanding Shares. For so @n@WH continues to retain a
significant ownership stake in us, CWH may be ablelect all of the members of our Board of Trustéecluding our Independent Trustees,
and may effectively control the outcome of shardaphctions. As a result, CWH may have the ahititgontrol all matters affecting us,
including:

. the composition of our Board of Trustees and, thhoour Board of Trustees, determinations with resfeour management,
business plans and policies, including the appantrand removal of our officers;

. determinations with respect to mergers and othsinkss combinations;

. our acquisition or disposition of assets;

. our financing activities;

. the payment of distributions on our Shares; and

. the number of Shares available for issuance unateequity incentive plans.

CWH's significant ownership in us and réagl ability to effectively control us may discogetransactions involving a change of
control.

CWH's ability to sell its ownership stake in us as@eculation about such possible sales may advgraffect the market price of our
Shares.

CWH is not generally prohibited from sealjisome or all of its Shares, and CWH may do soowitlour approval. CWH has advised us
that it does not have any current plans to sebitberwise dispose of its Shares. However, CWH Hastary of successfully divesting certain
of its properties into new REITs and then sellinglistributing its stake in such REITs over time.|8ng as CWH continues to retain
significant ownership in us, the liquidity and metrprice of our Shares may be adversely impactedddition, speculation by the press, sl
analysts, shareholders or others regarding CWlidstion to dispose of its Shares could adversdbcathe market price of our
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Shares. Accordingly, your Shares may be worthtless they would be if CWH did not have significamtnership in us.
Our management structure and our manager's othettigities may create conflicts of interest.

We have no employees. Personnel and serthet¢ we require are provided to us under conbg@MR. RMR is authorized to follow
broad operating and investment guidelines andetbes, has great latitude in determining the prigethat will be proper investments for
as well as making individual investment decisiamsus. Our Board of Trustees periodically reviews aperating and investment guidelines
and our properties' operations, but it does ndevewr approve each decision made by RMR on oualfieim addition, in conducting periodic
reviews, our Board of Trustees relies primarilyimiormation provided to it by RMR. RMR is benefitjgowned by our Managing Trustees,
Barry Portnoy and Adam Portnoy. Barry Portnoy iai@han, and Adam Portnoy is President, Chief Extee®fficer and a director, of
RMR. All of the members of our Board of Trustees|uding our Independent Trustees, are membera@bo more boards of trustees or
directors of various companies managed by RMRoAdur executive officers are also executive officef RMR. The foregoing individuals
may hold equity in or positions with other companieanaged by RMR. Such equity ownership and paositiy our Trustees and officers
could create, or appear to create, conflicts afragt with respect to matters involving us, RMR #asaffiliates.

RMR also acts as the manager for threer guthiglicly traded REITs: CWH, which primarily owasd operates commercial office and
industrial buildings and leased industrial land;F§Mhich primarily owns healthcare senior livingperties and medical office buildings; ¢
HPT, which owns hotels and travel centers. RMR plawides management services to other privatgabtic companies, including FVE,
which operates senior living communities, includindependent living and congregate care communiiesisted living communities, nurs
homes and hospitals; and TA, which operates amatifiaes travel centers. These multiple responsdsilio public companies and RMR's
other businesses could create competition forithe &nd efforts of RMR and Messrs. Barry and Adartr®y. Also, RMR's multiple
responsibilities to us and CWH may create actudl@otential conflicts of interest, and these catdlican be especially severe in periods of
financial stress.

Our management agreements with RMR were negotidietiveen affiliated parties and may not be as favdeato us as they would have
been if negotiated between unaffiliated parties.

We pay RMR business management fees baeedthe historical cost of our investments (inahgdacquisition costs) which at any time
may be more or less than the fair market valueetbfeplus an incentive fee based upon certain @s&e in our FFO Per Share, as defined in
our business management agreement with RMR. Wepals®&MR property management fees based in part tipogross rents we collect
from tenants and the costs of construction we inEar more information, see "Business—Manager." feararrangements with RMR could
encourage RMR to advocate acquisitions of properteeundertake unnecessary construction activitiés overpay for acquisitions or
construction. These arrangements may also enco®isifieto discourage sales of properties by us. Altfiowe believe we benefit from our
management by RMR, our management agreements wgotiated between affiliated parties, and the temtuding the fees payable to
RMR, may not be as favorable to us as they woule eeen were they negotiated on an arm's lengih basveen unaffiliated parties.

Our management agreements with RMR may discourage @hange of control.

Termination of our management agreemerits RIMR would be a default under our unsecured rénglcredit facility unless approved
by a majority of our lenders. RMR is able to terataits management agreements with us if we expagia change of control. The quality
and depth of management available to us by coimigaetith RMR may not be able to be duplicated by loeing a
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self managed company or by our contracting witrelated third parties, without considerable costéases. For these reasons, our
management agreements may discourage a changetafladf us.

The potential for conflicts of interest as a resudf our management structure may provoke dissidehareholder activities that result in
significant costs

In the past, in particular following pergdf financial distress or volatility in the markeice of a company's securities, shareholder
litigation, dissident trustee nominations and disst proposals have often been instituted agagmpanies alleging conflicts of interest in
business dealings with trustees, affiliated persmtsentities. Our relationship with RMR, with MesBarry and Adam Portnoy and with
RMR affiliates may precipitate such activities. $heactivities, if instituted against us, could teBusubstantial costs and a diversion of our
management's attention and resources, even ifateewithout merit.

Provisions in the transaction agreement and our negement agreements with RMR may restrict our invasht activities and creat
conflicts of interest.

The transaction agreement we entered wWithHGit the time of our IPO and our management agea¢srwith RMR restrict our ability to
make investments in properties that are withininlwestment focus of another business now or irffuh&e managed by RMR. In addition,
RMR has discretion to determine whether a partidalestment opportunity is within our investmeotds or that of another business
managed by RMR. As a result of these contractualipions, we have limited ability to invest in pesfies that are within the investment
focus of other businesses managed by RMR or priepéaftat are not, at the time of our investmerdpprties majority leased to government
tenants. These agreements do not restrict outyglili the ability of other businesses managed \RRto lease properties to any particular
tenant, and, as a result, we may compete with dtheinesses managed by RMR for tenants. Our maragegreements afford RMR
discretion to determine which leasing opportunit@present to us or to other businesses manag&Mi. Accordingly, we may compete
with other businesses managed by RMR for investsianproperties that are not within the investnfentis of us or another business
managed by RMR and for tenants. There is no assetiat any conflicts of interest created by sumhmetition will be resolved in our favc

We depend upon RMR to manage our business and immglet our growth strategy.

Our ability to achieve our business objextidepends on RMR and its ability to manage oojeaties, source and complete new
acquisitions for us on favorable terms and to eteour financing strategy on favorable terms. Beeaue are externally managed, our
business is dependent upon RMR's business conitadsijlity to successfully hire, train, supervasd manage its personnel and its ability to
maintain its operating systems. If we lose theises/provided by RMR or its key personnel, our bess and growth prospects may decline.
We may be unable to duplicate the quality and depthanagement available to us by becoming a saffaged company or by hiring anotl
manager. Also, in the event RMR is unwilling or blgato continue to provide management servicestour cost of obtaining substitute
services may be greater than the management fepayd@MR, and as a result our earnings and cagls floay decline.

We may experience losses from our business dealimigs Affiliates Insurance Company.

We have invested approximately $5.2 millio\ffiliates Insurance Company, or AIC, we havweghased substantially all our property
insurance in a program designed and reinsuredrirbgaAIC, and we are currently investigating thesgibilities to expand our relationship
with AIC to other types of insurance. Our principahson for investing in AIC and for purchasinguirce in these programs is to seek to
improve our financial results by obtaining improvaedurance coverages at lower costs
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than may be otherwise available to us or by paiing in any profits which we may realize as amemof AIC. AIC's business involves the
risks typical of insurance businesses. Accordingly, anticipated financial benefits from our busimeéealings with AIC may be delayed or
not achieved, and we may experience losses froge thiealings.

Risks Related to Our Organization and Structu

Ownership limitations and anti-takeover provisioms our Declaration of Trust and Bylaws, as well @grtain provisions of Maryland and
other laws, may prevent our shareholders from radgeg a takeover premium or implementing beneficizlanges.

Our Declaration of Trust prohibits any starlder other than CWH, RMR and their affiliateanfrowning more than 9.8% of the number
or value of our Shares or of any other class aes@f our outstanding shares. This provision afldeclaration of Trust is intended to assist
with our REIT compliance under the IRC and otheenis promote our orderly governance. However, ghizvision also inhibits acquisitions
of a significant stake in us and may prevent a ghan our control. Additionally, many provisionsntained in our Declaration of Trust and
Bylaws and under Maryland and other laws may furtieter persons from attempting to acquire cordfais and implement changes that
may be beneficial to shareholders, including, f@reple, provisions relating to:

. the division of our Trustees into three classet) trie term of one class expiring each year, arghoh case, until a successt
elected and qualifies, which could delay a changaur control;

. required qualifications for an individual to sea®a trustee and a requirement that certain ofrostees be "Managing
Trustees" and other trustees be "Independent &sli5te

. limitations on the ability of shareholders to prepamominees for election as trustees and propbse ltisiness for a meeting
of shareholders;

. the two-thirds shareholder vote required for renho¥arustees;

. the authority of our Board of Trustees, and notshareholders, to adopt, amend or repeal our Bylaws

. the fact that only the Board of Trustees may dadlrsholder meetings and that shareholders arentitied to act without a
meeting;

. because of our ownership of AIC, we are an inswdrodding company under applicable state law; atingly, anyone who

intends to solicit proxies for a person to serveras of our Trustees for another proposal of bssimat approved by our Boe
of Trustees may be required to receive pre-clearéomn the concerned insurance regulators;

. a requirement that a shareholder who desires tonatena person for election as trustee or to prepbiser business not
approved by our Board of Trustees at a meetingioEbareholders that would cause a breach or defhahy debt instrument
or agreement or other material agreement of oangrdvide (i) evidence of the lender's or contragiparty's willingness to
waive the breach of covenant or default or (iijetadled plan for repayment of the applicable inddbess or curing the
contractual breach or default and satisfying asyltang damage, in each case, satisfactory to eardof Trustees; and

. the authority of our Board of Trustees to adoptaieramendments to our Declaration of Trust withshdareholder approval,
including the authority to increase or decreaseatigregate number of authorized shares, to creasteclasses or series of
shares (including a class or series of sharesthatl delay or prevent a transaction or a changeiircontrol that might
involve a premium for our shares), to increaseamrélase the authorized number of shares of any clas
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or series, and to classify or reclassify any urédsshares from time to time by setting or chandiregpreferences, conversion
or other rights, voting powers, restrictions, liatibns as to distributions, qualifications or teronsonditions of redemption of
our shares or any new class or series of sharatedrby our Board of Trustees.

In addition, certain provisions of Marylaladv may have an anti-takeover effect. For allh&fse reasons, our shareholders may be unabl
to realize a change of control premium for our ekahey own or otherwise effect a change of ouciesl

Our rights and the rights of our shareholders toka action against our trustees and officers are ited.

Our Declaration of Trust limits the lialyjliof our trustees and officers to us and our di@ders for money damages to the maximum
extent permitted under Maryland law. Under curidatyland law, our trustees and officers will novaany liability to us and our
shareholders for money damages other than liabégulting from:

. actual receipt of an improper benefit or profinioney, property or services; or

. active and deliberate dishonesty by the trustedfimer that was established by a final judgmenbeisig material to the cause
of action adjudicated.

Our Bylaws and indemnity contracts requiseo indemnify any present or former trustee €icef, to the maximum extent permitted by
Maryland law, who is made or threatened to be nzeparty to a proceeding by reason of his or heficein that capacity. In addition, we
may be obligated to pay or reimburse the expemsesried by our present and former Trustees andesffiwithout requiring a preliminary
determination of their ultimate entitlement to int@fication. As a result, we and our shareholdeay fmave more limited rights against our
present and former Trustees and officers than natiterwise exist absent the provisions in our Bgland indemnity contracts or that might
exist with other companies, which could limit ygacourse in the event of actions not in your hetsrest.

Disputes with CWH and RMR and shareholder litigati@gainst us or our trustees and officers may béereed to arbitration proceedings

Our contracts with CWH and RMR provide thay dispute arising under those contracts magteered to binding arbitration
proceedings. Similarly our Declaration of Trust @&ydaws provide that actions by our shareholdegsresg us or against our Trustees and
officers, including derivative and class actiongyne referred to binding arbitration proceedifgsa result, we and our shareholders would
not be able to pursue litigation for these dispirtesourts against CWH, RMR or our Trustees andtef$ if the disputes were referred to
arbitration. In addition, the ability to collect@ateys' fees or other damages may be limitederathitration proceedings, which may
discourage attorneys from agreeing to represetieparishing to commence such a proceeding.

We may change our operational and investment pagivithout shareholder approval.

Our Board of Trustees determines our ofmrat and investment policies and may amend oisesgur policies, including our policies
with respect to our intention to qualify for taxatias a REIT, acquisitions, dispositions, growfierations, indebtedness, capitalization and
distributions, or approve transactions that deviam these policies, without a vote of, or notioeour shareholders. Such policy changes
could adversely affect the market value of our 88a@nd our ability to make distributions to you.
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Risks Related to Our Taxatio
The loss of our tax status as a REIT for U.S. fedeincome tax purposes could have significant adserconsequences.

As a REIT, we generally do not pay federad state income taxes. However, actual qualiboatis a REIT under the IRC depends on
satisfying complex statutory requirements, for viahiicere are only limited judicial and administratimterpretations. We believe we have
been organized and have operated, and will continbe organized and to operate, in a manner traifigd and will continue to qualify us
to be taxed under the IRC as a REIT. However, weabassure that, upon review or audit, the IR$agitee with this conclusion.

Maintaining our status as a REIT will require uztmtinue to satisfy certain tests concerning, agrather things, the nature of our assets, the
sources of our income and the amounts we distritoubeir shareholders. In order to meet these requints, it may be necessary for us to sell
or forego attractive investments. If we cease ta REIT, then our ability to raise capital mightdmversely affected, we will be in breach
under our unsecured revolving credit facility, waymbe subject to material amounts of federal aat shcome taxes and the value of our
Shares likely would decline. In addition, if we éogr revoke our tax status as a REIT for a taxgbée, we will generally be prevented from
requalifying as a REIT for the next four taxablasse

Distributions to shareholders generally will not alify for reduced tax rates

The maximum tax rate for dividends paydiyld).S. corporations to individual stockholderd ¥46 through 2012. Distributions paid by
REITs, however, generally are not eligible for tréduced rate. The more favorable rates for cotpaliwidends may cause investors to
perceive that investment in REITs is less attracthan investment in non-REIT corporations that ghaidends, thereby reducing the demand
and market price of our Shares.

Risks Related to Our Securitie
There is no assurance that we will continue to matdkistributions.

We intend to continue to pay regular quéytdistributions to our shareholders. However:

. our ability to pay distributions will be adverselifected if any of the risks described herein ogcur
. our payment of distributions is subject to comptiamvith restrictions contained in our unsecureehéng credit facility; and
. any distributions will be made in the discretionoof Board of Trustees and will depend upon varfagsors that our Board of

Trustees deems relevant, including our financialdition, maintenance of our REIT tax status, andadility to access capital.
Differences between our income for financial refpgrpurposes and for applicable federal incomeptanposes may also affect
the determination of our common share distributidifere are no assurances of our ability to patyibligions in the future. In
addition, our distributions in the past have inéddand may in the future include, a return of dpi

For these reasons, among others, ourlaligioh rate may decline or we may cease makingiligions.
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ltem 1B. Unresolved Staff Comment
None.
Item 2. Properties

General. As of December 31, 2010, we owned 55 propevtiesre almost all of the rentable square feetdasdd to government
tenants: 44 of these properties, with approximabedymillion rentable square feet, are primarilgded to the U.S. Government and 11 of t
properties, with approximately 1.2 million rentaBlfuare feet, are leased to the States of Cal#fpkharyland, Massachusetts, Minnesota,
New Jersey, and South Carolina. As of Decembe2@10, our investments in these properties totahgdaximately $1.0 billion. In additior
we acquired three properties in February 2011. @aperty, located in Quincy, MA with 92,549 rentakljuare feet, is primarily leased to
Commonwealth of Massachusetts and occupied by d¢gisRy of Motor Vehicles. Two properties, locatedVoodlawn, MD with 182,561
rentable square feet, are leased to the U.S. Govarhand occupied by the Social Security Admini&ira
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The following table provides certain infation about our properties as of December 31, 2010:

Year
Rentable

Property Location Built @ Square Feet Primary Agency Occupant(s)

Phoenix, AZ 1997 97,14t Federal Bureau of Investigatic

Tucson, AZ 1992 34,50C Drug Enforcement Administratic

Safford, AZ 1992 36,13¢ Bureau of Land Manageme

Fresno, CA 1971 531,97t Internal Revenue Servi

Sacramento, C/ 198¢ 163,84( California Department of Finant

Sacramento, C, 1997 110,50( California National Guar

San Diego, C£ 1981 141,63« Military Entrance Processing Stati

San Diego, C/ 199¢ 147,95 Drug Enforcement Administratic

San Diego, CA 198¢ 43,91¢ California Department of Water Quality Control
Board
California Department of Motor Vehicle

San Diego, C/ 199¢ 94,27. Federal Bureau of Investigatic

Golden, CC 1997 43,23. Environmental Protection Agent

Lakewood, cdd 198¢ 166,74 National Park Servic

Lakewood, CC 1981 71,20¢ National Business Cent

Lakewood, CC 1981 70,90¢ National Business Cent

Lakewood, CC 1981 70,88< National Business Cent

Washington, DC 200z 339,54: U.S. Citizenship and Immigration Services
Department of Justic

Washington, DC 198¢ 154,53( Defense Nuclear Facilities Safety Boi

Tampa, =16) 200¢ 67,91¢ Department of Veterans Affairs

Atlanta, GA 1967 37,55¢ Centers for Disease Conti

Atlanta, GA 200C 151,25: Centers for Disease Conti

Atlanta, GA 196¢ 32,82¢ Centers for Disease Conti

Atlanta, GA 196¢ 32,15¢ Centers for Disease Conti

Atlanta, GA 196¢ 99,08 Centers for Disease Conti

Atlanta, GA 2001 128,39( Centers for Disease Conti

Savannah, G/ 199( 35,22¢ Federal Bureau of Investigatic

Arlington Heights, IL 200z 57,77C Occupational Health and Safety Administrat

Kansas City, K¢ 199( 170,81° Housing & Urban Developmel

Boston, MA 198¢ 132,87¢ MA Department of Environmental Affail

Malden, MA 200¢ 125,52: MA Department of Educatio

Stoneham, M£ 1987 97,777 Internal Revenue Servic

Germantown, ML 199¢ 80,55( Department of Energ

Baltimore, MD 198¢ 84,67¢ Maryland Department of Human Resources
Maryland Department of Health & Mental Hygiene
Maryland Transit Administratio

Landover, MD® 2004 266,000 Defense Intelligence Agency

Riverdale, MD 199¢ 337,50( Department of Agricultur

Rockville, MD 198¢ 188,44« Food and Drug Administratio

Detroit, Ml 200¢ 55,96¢ U.S. Citizenship & Immigration Servic

Minneapolis, MN 198( 200,34t U.S. Governmer—Various Agencie:

Roseville, MN 1987 61,42¢ Minnesota State Lotter

Kansas City, MC 199¢ 98,07: Financial Management Servi

Nashua, NF 1997 321,80( U.S. Postal Servic

Trenton, N 198¢ 266,99! NJ Department of Treasu

Albuquerque, NV 198< 29,04t Bureau of Land Manageme

Buffalo, NY 199¢ 124,64 U.S. Citizenship and Immigration Services
Department of Justic

Oklahoma City, OK 1992 185,88: Internal Revenue Servic

Columbia, SC 1982 50,947 South Carolina Public Service Commiss

Columbia, SC 198t 71,58( South Carolina Department of Labor, Licensing &
Regulation

Columbia, SC 1982 58,08t South Carolina Technical College Syst

Memphis, TN 198t 204,69: U.S. Courts

Waco, TX 1997 137,78. Department of Veterans Affai

Falls Church, VA 1992 164,74t Defense Information Systems Ager

Burlington, VT 200¢ 26,60¢ U.S. Citizenship and Immigration Servic

Richland, WA 199t 92,91« Department of Energ

Richland, WA 199t 47,23¢ Department of Energ

Falling Waters, W\ 199: 36,81¢ Department of Veterans Affai

Cheyenne, W\ 199¢ 122,64° Bureau of Land Manageme

Average Age / Total: 25 states and D.C 20.2 year 6,803,50
@ Locations consisting of separate buildings withinoéfice park are described as separate propentiggs chart.
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@ Year built is year developed or year substantiabvations were completed. Substantial renovatioesheose costing in excess of 25% of our historical
investment in the property.

® Property is collateral for a mortgage loan.

At December 31, 2010, three properties waittaggregate investment amount of $87.3 milliorevencumbered by mortgage notes
payable totaling $44.4 million.

Item 3. Legal Proceedings

In the ordinary course of business we ekfiebecome involved in litigation incidental tordausiness; however, we are not aware of any
pending legal proceeding affecting us or any offoperties for which we might become liable or tlitecome of which we expect to have a
material impact on us.

Item 4. [Removed and Reserved.]
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PART Il
ltem 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases &quity Securities

Our Shares have traded on the NYSE (syn@ON) since June 3, 2009. The following table $etth for the periods indicated the high
and low sale prices for our Shares as reportethdyNtY SE:

High Low

2009

June 3, 2009 to June 30, 2C $ 20.5¢ $ 17.7¢

Third Quartel 24.3¢ 19.01

Fourth Quarte 25.5( 21.7¢
2010

First Quartel $ 26.01 $ 21.6¢

Second Quarte 28.4( 23.9¢

Third Quartel 28.5: 24 .6t

Fourth Quarte 28.2¢ 25.41

The closing price of our Shares on the NYS®B-ebruary 18, 2010, was $26.58 per Share.

As of February 18, 2010, there were 60eialders of record, and we estimate that as of datinthere were in excess of 20,600
beneficial owners of our Shares

Information about our distributions paidcmmmon shareholders is summarized in the tabteabeébhare distributions are generally paid
in the quarter following the quarter to which threlate.

Distributions Paid
Per Common Share

2009 2010

First Quarte! $ — % 0.4cC
Second Quarte — 0.4C
Third Quartel — 0.41
Fourth Quarte 0.5 0.41
Total $ 0.5C $ 1.62

@ This distribution includes $0.10 relating to oueggtions from our June 8, 2009 IPO through June 30,
2009, and $0.40 relating to the quarter ended 8d@e30, 200¢

All Share distributions shown in the tahlBove have been paid. Our current quarterly digioh rate is $0.41 per Share ($1.64 on an
annualized basis). However, the timing and amotiouodistributions will be at the discretion ofrdBioard of Trustees and will depend on
various factors that our Board of Trustees deetesaat, including our results of operations, onaficial condition, our capital requirements,
our FFO, our cash available for distribution, riesitre covenants in our financial or other contuadtarrangements, general economic
conditions and restrictions under Maryland law. fEfigre, there can be no assurance that we wilimoato pay distributions in the future or
that the amount of any distributions we do pay wit decrease.
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Item 6. Selected Financial Dat:

The following table sets forth selectedafinial data for the periods and dates indicateth ddéta should be read in conjunction with, and
is qualified in its entirety by reference to, Maragent's Discussion and Analysis of Financial Caowliand Results of Operations and the
consolidated financial statements and accompamates included in this Annual Report on Form 10FKe consolidated operating
information for the years ended, and the balaneetshformation as of December 31, 2010 and 2002 baen derived from our audited
consolidated financial statements for the periotié for which we have been a separate public @my@and from certain financial
information of CWH for periods prior to our becomia separate public company. The consolidated tipgriaformation for the years ended
December 31, 2008, 2007 and 2006 and the balaret siformation as of December 31, 2008, 2007 &b have been derived from the
financial statements of CWH. The selected finand#h below does not necessarily reflect what esults of operations and financial
position would have been if we had operated aaradstlone company during all periods presentedshodld not be relied upon as an
indicator of our future performance. Amounts ar¢hiousands, except per Share data.

2010 2009 2008 2007 2006
Operating information
Rental income $ 116,76t $ 78,957 $ 75,42 $ 73,05( $ 70,86
Expenses
Real estate taxe 12,177 8,54¢ 7,96( 7,247 7,10¢€
Utility expenses 9,06¢ 6,32 6,22¢ 5,55tk 5,341
Other operating expens 19,48¢ 12,23: 12,15¢ 11,14( 11,45
Depreciation and amortizatic 24,23¢ 15,17: 14,18: 13,83: 13,20¢
Acquisition related cost 5,75( 1,032 — — —
General and administrati 7,05t 4,05¢ 2,98¢ 2,90¢ 2,77¢
Total expense 77,77 47,36¢ 43,51« 40,68( 39,87"
Operating incom: 38,997 31,59: 31,91: 32,37( 30,98«
Interest incomt 10z 53 37 88 84
Interest expens (7,35)) (5,55€) (141) (359) (55¢)
Loss on extinguishment of de (3,786 — — — —
Equity in losses of an invest @ (15) — — —
Income before income tax exper 27,96 26,07« 31,80" 32,09¢ 30,51(
Income tax expens (267) (93 — — —
Net income $ 27,79 $ 25,98, $ 31,807 $ 32,09¢ $ 30,51(
Earnings per Shar
Net income $ 081 $ 172 N/A N/A N/A
Common distributions paid per Sh:  $ 161 $ 0.5C N/A N/A N/A
2010 2009 2008 2007 2006
(unaudited)
Balance sheet information
Total real estate investments
(before depreciatior $ 977,49. $ 576,75 $ 490,47¢ $ 488,077 $ 486,21.
Total assets (after depreciatic 951,28t 514,81 419,77: 431,01( 440,52:
Total debt 164,42¢ 144,37" 134 3,592 6,75¢
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Item 7. Management's Discussion and Analysis &inancial Condition and Results of Operations

The following information should be readcionjunction with our consolidated financial stats and accompanying notes included
elsewhere in this Annual Report on Form 10-K.

OVERVIEW

As of December 31, 2010, we owned 55 ptigselocated in 25 states and the District of Cdliatontaining approximately 6.8 million
rentable square feet. The U.S. Government and gtaternments are our primary tenants, represe@8m@po and 93.7% of our annualized
rental income as of December 31, 2010 and 200Pectisely.

Property Operation:

As of December 31, 2010, 96.1% of our reletaquare feet were leased, compared to 99.9%rakatable square feet as of
December 31, 2009. Occupancy data for 2010 and B0@9follows (square feet in thousands):

Comparable
All Properties Properties ®
December 31, December 31,
2010 2009 2010 2009
Total propertie: 55 33 29 29
Total square fee 6,80¢ 3,957 3,30« 3,30¢
Percent leased 96.1% 99.€% 100.% 100.(%
@ Based on properties we owned on December 31, 2@d that were owned by us or CWH continuously
since January 1, 2009.

@ Percent leased includes (i) space being fittedarutccupancy pursuant to signed leases, if any, an

(i) space which is leased, but is not occupiets dreing offered for sublease by tenants, if i

We believe that leasing market conditioeseagally stabilized during 2010, but remain weahkivst U.S. markets. However, the
historical experience of our manager, RMR, has Ilteahgovernment tenants frequently renew leasasda the costs and disruptions that
may result from relocating their operations. Wddya that the expected increase in governmentaggulresulting from the healthcare and
financial reform legislation will increase the UGovernment's demand for leased office space. &ilpjilwe believe that budgetary pressures
may cause an increased demand for leased spamgp@sed to government owned space, among governerarits generally and especially
among state and local government tenants. For tre$ether reasons we believe that occupancy ajawernment leased properties may
outperform national market averages. However, s¢wveembers of Congress have recently announcestions to scale back government
expansion plans enacted in the past two yearseTdrertoo many variables for us to reasonably pteybat the financial impact of market
conditions and political events will be on our ésdor future periods.
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Lease renewals and rental rates at whieliable space in our properties may be relet irfthgere will depend, in part, on prevailing
market conditions at that time. Lease expiratidnsua properties by year, as of December 31, 28ddas follows (square feet and dollars in

thousands):
Expirations of Rental
Oceupied Square Percent Cumulative Income Percent Cumulative

vear M) Feet(® of Total % of Total Expiring ©) of Total % of Total
2011 853 13.1% 13.1% 20,09¢ 13.(% 13.(%
2012 1,052 16.1% 29.2% 27,92( 18.1% 31.1%
2013 1,027 15.7% 44.9% 17,09t 11.1% 42.2%
2014 38¢ 6.C% 50.% 8,00¢ 5.2% 47 .0%
2015 1,02¢ 15.7% 66.6% 22,80¢ 14.€% 62.2%
2016 334 5.1% 71. 1% 8,67¢ 5.€% 67.8%
2017 49¢ 7.€% 79.2% 9,841 6.4% 74.2%
2018 32¢ 5.C% 84.2% 12,95 8.4% 82.€%
2019 66E 10.2% 94.5% 15,80: 10.2% 92.8%
2019 and

thereaftel 363 5.5% 100.(% 10,99: 7.2% 100.(%
Total 6,53¢ 100.(% $ 154,19: 100.(%
Weighted averac

remaining leas

term (in years 4.3 4.5

@

@

©)

The year of lease expiration is pursuant to curcentract terms. Some government tenants havegheto vacate their
space before the stated expirations of their legsesf December 31, 2010, government tenants géegp
approximately 16.5% of our rentable square feetrasdonsible for approximately 11.8% of our anragalirental
income as of December 31, 2010 have currently éadbie rights to terminate their leases beforesthted expirations.
Also in 2011, 2012, 2013, 2014, 2015, 2016, 20kr 2019, early termination rights become exercishblether
government tenants who currently occupy approxilpdt®%, 2.3%, 1.0%, 2.4%, 0.3%, 3.2%, 0.4% and4dlad our
rentable square feet, respectively, and are re@igerfsr approximately 2.8%, 1.9%, 1.3%, 2.6%, 0,84%, 0.7% and
2.3% of our rental income as of December 31, 28d€pectively. In addition, seven of our state goment tenants ha
currently exercisable rights to terminate theisk=sif these states do not annually appropriatearaounts in their
respective annual budgets. These seven tenantpyoapproximately 5.6% of our rentable square feetare
responsible for approximately 6.2% of our rentabime as of December 31, 2010.

Occupied square feet is pursuant to signed leaset@ecember 31, 2010, and includes (i) spacegdithed out for
occupancy, if any, and (ii) space which is leasatidnot occupied, if any.

Rental income is the annualized rents from ourntenpursuant to signed leases as of December 30, plus estimated
expense reimbursements; and excludes lease valrtization.

The U.S. Government and six state govermsngere responsible for approximately 93.0% ofammual rental income as of
December 31, 2010. The U.S. Government and fote giazernments were responsible for approximat®ly® of our annual rental income
as of December 31, 2009. The U. S. Governmentrisaogest tenant and was responsible for approxpai8.2% and 83.1% of our rental
income as of December 31, 2010 and 2009, respéctive

Investment Activities (dollar amounts in thousanc

In January 2010, we acquired an office prgplocated in Lakewood, CO that contains 166 f&thable square feet. This property is
100% leased to the U.S. Government and occupidley
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National Park Service. The purchase price was 328 @xcluding acquisition costs and including teeuenption of $10,396 of mortgage d
that is not currently prepayable.

In February 2010, we acquired an office awagehouse property located in Landover, MD thataios 266,000 rentable square feet. "
property is 100% leased to the U.S. Governmentoaedpied by the Defense Intelligence Agency. Thelpase price was $43,650, exclud
acquisition costs and including the assumption2#,800 of mortgage debt that is not currently pyapée.

In April 2010, we acquired two office praopes for an aggregate purchase price of $31,008uding acquisition costs. The first
property is located in Burlington, VT and conta&609 rentable square feet. The purchase pric&s@a90, excluding acquisition costs. -
second property is located in Detroit, Ml and corgd5,966 rentable square feet. The purchase wase$21,300, excluding acquisition
costs. Both of these properties are 100% leas#tktt.S. government and occupied by the U.S. Qislag and Immigration Service.

In May 2010, we acquired an office propéoigated in Malden, MA that contains 125,521 relgaguare feet. This property is 100%
leased to the Commonwealth of Massachusetts angpmetas the headquarters for the Massachuseteroemt of Education. The purchase
price was $40,500, excluding acquisition costs.

In June 2010, we entered a series of agratnwith certain subsidiaries of CWH for the pasd of 15 properties with approximately
1.9 million rentable square feet for an aggregatetmse price of $231,000, excluding acquisitiostcand shortly thereafter acquired three
of these properties with 304,733 rentable squagefée $40,380, excluding acquisition costs. Iry2010, we acquired five of these propel
that contain 441,284 rentable square feet for ameagte purchase price of $48,339, excluding aitguiscosts. In August 2010, we acquired
two of these properties that contain 287,406 rdatafpuare feet for an aggregate purchase pricémB%6, excluding acquisition costs. In
September 2010, we acquired the remaining fivé@dé properties that contain 837,107 rentable sdeat for an aggregate purchase pric
$66,965, excluding acquisition costs. These pragredre majority leased to the U.S. Governmentthadbtate of South Carolina and are
occupied by various federal and state governmesmdasgs.

In October 2010, we acquired an office proplocated in Tampa, FL with 67,917 rentable sgdeet. This property is 100% leased to
the U.S. Government and occupied by the Departievieterans Affairs. The purchase price was $13,880ch includes the assumption of
$9,755 of mortgage debt that is not currently pyapte and excludes acquisition costs.

In December 2010, we acquired an officeoprty located in Trenton, NJ with 266,995 rentadgjeare feet. This property is 96% leased
to 15 tenants, of which 65% is leased to the Sthidew Jersey and occupied by the New Jersey Dapattof the Treasury. The U.S.
Government also occupies 10% of the property, oholy space occupied by the Department of JustideltanInternal Revenue Service. The
purchase price was $46,050, excluding acquisitastsc

In September 2010, we entered into a peelhad sale agreement to acquire an office profmdéyed in Quincy, MA with 92,549
rentable square feet. This property is 100% le&séaur tenants, of which 90% is leased to the Comwealth of Massachusetts and
occupied by the Registry of Motor Vehicles as gadiquarters. We completed the purchase of thisspgom February 2011 for $14,000,
excluding acquisition costs.

In November 2010, we entered into a purelzasl sale agreement to acquire two office prageeiti Woodlawn, MD with 182,561
rentable square feet. The properties are 100%ddad®vo tenants, of which 94% is leased to the. &ernment and occupied by the So
Security Administration. We completed the purchafsthis property in February 2011 for $28,000, exlahg acquisition costs.
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Financing Activities (dollar amounts in thousandgxcept per share amount

In January 2010, we sold 9,775,000 of char8s in a public offering at a price of $21.50 $kare and raised net proceeds of $199,030.
The funds from this offering were used to reduceamts outstanding under our initial $250,000 setuesolving credit facility and to fund
our business activities, including some of our &sitjans.

In January 2010, we assumed a mortgageanitbutstanding balance of $10,396 and a fair vefi#11,458 as part of our Lakewood,
acquisition. This note requires interest at 8.15%bia amortized on a 20 year schedule until matimitMarch 2021. We recorded a $1,062
premium on this assumed debt, which reduced iex#ife interest rate to 6.15%, because we belidwedhterest rate payable under this
mortgage was above the rate we would have hadytéopalebt with the same maturity at the time wsuased this obligation.

In February 2010, we assumed a mortgad24{800 as part of our Landover, MD property adtjais The note requires interest at
6.21%. No principal payment is required until Sember 2011, at which time the note is amortized 80 gear schedule until its maturity in
August 2016. We estimated that the terms of thie me@re at market value at the time of this loasuasption.

In August 2010, we sold 9,200,000 of ouar®k in a public offering at $25.00 per share afgbd net proceeds of $219,900. The funds
from this offering were used to reduce amountstantiing under our secured revolving credit facititd to fund our business activities,
including some of our acquisitions.

In October, 2010, we replaced our initiab@,000 secured revolving credit facility with &500,000 unsecured revolving credit facility.
Our unsecured revolving credit facility has a migyudtate of October 28, 2013 and, subject to certanditions and the payment of a fee, we
may extend the maturity date to October 28, 20dt€rést under the new unsecured revolving credilitiais based upon LIBOR plus a
spread that is subject to adjustment based on elsangour senior unsecured debt ratings. We betle/énancial and restrictive covenants
applicable to us under our unsecured revolvingitfadility are similar to the financial and restive covenants for other REITs that have
investment grade senior unsecured debt ratings.

In October 2010, we assumed a mortgag® adB$ as part of our Tampa, FL property acquisitidris note requires interest at 7.00%
and is amortized on a 30 year schedule until mgtimiMarch 2019. We recorded a $1,148 premiumhismdassumed debt, which reduced its
effective interest rate to 5.15%, because we bedid¢kie interest rate payable under this mortgageabave the rate we would have had to
for debt with the same maturity at the time we assti this obligation.
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RESULTS OF OPERATIONS (dollar amounts in thousands, except per share amts)
Year Ended December 31, 2010, Compared to Year Bridecember 31, 2009

Year Ended December 31,

$ %
2010 2009 Change Chaonge
(in thousands, except per share data)

Rental income $ 116,76¢ $ 78,957 $ 37,81 47.%
Expenses

Real estate taxe 12,17; 8,54¢ 3,631 42.5%

Utility expenses 9,06¢ 6,32¢ 2,73¢ 43.2%

Other operating expens 19,48¢ 12,23: 7,25¢ 59.2%

Depreciation and amortizatic 24,23¢ 15,17: 9,067 59.8%

Acquisition related cost 5,75( 1,03z 4,71¢ 457.2%

General and administrati\ 7,05¢ 4,05¢ 2,99i 73.%%

Total expense 77,77 47,36¢ 30,40¢ 64.2%

Operating incom: 38,99% 31,59: 7,40¢ 23.4%
Interest incom 10¢ 53 50 94.2%
Interest expens (7,35)) (5,55¢€) (1,795 32.5%
Loss on extinguishment of de (3,786 — (3,786)  100.(%
Equity in losses of investe Q) (15) 14 93.2%
Income before income tax exper 27,96: 26,07 1,88¢ 7.2%
Income tax expens (167) (93 (74) 79.€%
Net income $ 27,79¢ $ 2598. $ 1,81« 7.C%
Weighted average Shares outstanc 34,34 15,08: 19,25¢ 127.1%
Earnings per Shar

Net income $ 081 $ 172 $ (09) (B2.9%

Rental income. The increase in rental income between 20102808 primarily reflects the effects of property aisifions. Rental
income at the properties we owned continuouslyoith lyears declined slightly in 2010 due primardynion-recurring construction fee income
earned in 2009. Rental income includes non-caslgstrline rent adjustments totaling approxima{@y) in 2010 and ($452) in 2009 and
amortization of acquired real estate leases ardailiins totaling approximately ($34) in 2010 ar28% in 2009.

Real estate taxes. The increase in real estate taxes reflects 2062009 acquisitions partially offset by the efffef lower assessed
values for certain of our properties.

Utility expenses. The increase in utility expenses primarily eefk the effects of 2010 and 2009 property acdprisit
Other operating expenses.The increase in other operating expenses pitinaflects our 2010 and 2009 property acquisiion

Depreciation and amortization. The increase in depreciation and amortizataflects the effect of our property acquisitions #mel
amortization of leasing costs incurred and improeets made to some of our properties during 2012aR8.
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Acquisition related costs. The increase in acquisition related costs tedutom our increased acquisition activities ii@0

General and administrative. The increase in general and administrative ms@@rimarily reflects the effect of our propertgaisitions
and the difference between actual costs for legaiounting, trustees fees, internal audit experséese grant awards and other administrative
expenses compared to our allocation of generabdnunistrative expense from CWH prior to our beaugrk separate public company in
June 20009.

Interest income. The increase in interest income is the redubiuo having a higher average amount of investabhh during the year
ended December 31, 2010.

Interest expense. The increase in interest expense reflects targestanding borrowings under our revolving créadilities compared
to the same period in 2009 and interest expenaterketo the three mortgages we assumed in connegtibb certain of our 2010 acquisitions,
partially offset by a lower weighted average ing¢mate for borrowings under our revolving creditifities in 2010.

Loss on extinguishment of debtThe loss on extinguishment of debt is the tedfubur write off of remaining unamortized finangi
costs associated with our terminated initial $280,8ecured revolving credit facility.

Equity in losses of investee.The equity in losses of investee is our prdpogte share of the losses as an investor in AIC.

Income tax expense.The increase in income tax expense is a resoltir higher operating income in 2010 which isjeabto state
income taxes in certain jurisdictions.

Net income and net income per Shar®ur net income for the year ended DecembeR@10 increased as compared to the year ended
December 31, 2009 as a result of the changes abtmee. On a per Share basis, the percentage irdreast income is lower due to our
issuance of Shares in 2009 and 2010.
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Year Ended December 31, 2009, Compared to Year Hridlecember 31, 20C

Year Ended December 31,

$ %
2009 2008 Change Change
(in thousands, except per share data)

Rental income $ 78,957 $ 75,42 $ 3,53 4.7%
Expenses

Real estate taxe 8,54¢ 7,96( 58€ 7.4%

Utility expenses 6,32 6,22¢ 96 1.5%

Other operating expens 12,23: 12,15¢ 73 0.€%

Depreciation and amortizatic 15,17: 14,18: 99C 7.C%

Acquisition related cost 1,032 — 1,03 100.(%

General and administratiy 4,05¢ 2,984 1,074 36.(%

Total expense 47,36¢ 43,51« 3,851 8.%%

Operating incom: 31,59: 31,91 (319 1.0%
Interest incom 53 37 16 43.2%
Interest expens (5,55¢) (141 (5,41%) 3,840.%%
Equity in losses of investe (15) — (15) 100.(%
Income before income tax exper 26,07« 31,80 (5,739 (18.0%
Income tax expens (93 — (93 100.(%
Net income $ 25,98 $ 31,807 $ (5,826 (18.9)%
Weighted average Shares outstanc 15,08: — 15,08: —
Earnings per Shar

Net income $ 1.7z N/A N/A N/A

Rental income. The increase in rental income between 20092808 primarily reflects the effects of property aisitions, rent
increases from new leases and leases renewed @QQ@&at our properties, net of one lease renewadate lower than its historical rate.
increase also includes contractual expense reiramasts based upon changes in the consumer priee amdl changes in real estate tax
expense. Rental income includes non-cash straightént adjustments totaling approximately ($452009 and ($249) in 2008 and
amortization of acquired real estate leases andathins totaling approximately $281 in 2009 an&38 2008.

Real estate taxes. The increase in real estate taxes reflects 28g8isitions and increases in both assessed vaifuetax rates for sor
of our properties.

Utility expenses. The increase in utility expenses is the resiuttur 2009 property acquisitions and also refletilgty rate and usage
increases at some of our properties.

Other operating expenses.The increase in other operating expenses pitinmaflects the increase in repairs and mainteran@ense
at our properties.

Depreciation and amortization. The increase in depreciation and amortizatiflects depreciation related to acquisitions, the
amortization of leasing costs incurred during 2668 improvements made to some of our propertieag@009.

Acquisition related costs. The increase in acquisition costs reflectscthgts associated with our acquisitions in August@acember
2009. Prior to January 2009, such costs were dagittinto the total cost of acquiring a property.
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General and administrative. The increase in general and administrative esp@rimarily reflects the increased costs forllega
accounting, trustees fees, internal audit expessese grant awards and other administrative exgzeas a result of our becoming a separate
public company.

Interest income. The increase in interest income is the redudiuo having a higher average amount of investahih during the year
ended December 31, 2009.

Interest expense. The increase in interest expense reflects ouolwing under our secured revolving credit fagifior acquisitions,
working capital and other business purposes. Istengense for 2009 also includes $1,551 for therémation of deferred financing fees. 1
deferred financing fees were incurred in connectiith entering our secured revolving credit fagilh April 2009.

Equity in losses of investee.The equity in losses of investee is our prapoete share of the losses as an investor in AIC.

Income tax expense.The increase in income tax expense reflects saes paid in 2009 as a result of our becomisgparate public
company.

Net income. Our net income for the year ended Decembe2@09 decreased as compared to the year ended Dec8int2008 as a
result of the changes noted above.

LIQUIDITY AND CAPITAL RESOURCES
Our Operating Liquidity and Resources (dollar amotsin thousands).

Our principal source of funds to meet oprgeexpenses and pay distributions on our Sharesnital income from our properties. We
believe that our operating cash flow will be su#fitt to pay our operating expenses, debt servidedetributions on our Shares for the next
twelve months and the foreseeable future aftenéxt twelve months. Our future cash flows from apieg activities will depend primarily
upon our ability to:

. maintain or increase the occupancy of, and thesotirent rates at, our properties;
. control operating cost increases at our properdied;
. purchase additional properties which produce pasitash flows from operations.

We generally do not intend to purchasen'anound" properties, or properties which do notegate positive cash flows. Our future
purchases of properties which generate positivie flag cannot be accurately projected because punthases depend upon available
opportunities which come to our attention.

Our changes in cash flows in the year erdeckmber 31, 2010 compared to the same periodd@ @as as follows: (i) cash flow
provided by operating activities increased from,$2@ in 2009 to $59,149 in 2010; (ii) cash usenhi@stment activities increased from
$105,185 in 2009 to $394,693 in 2010; and (iiijlcprovided by financing activities increased fro66#92 in 2009 to $336,503 in 2010.

The increase in cash provided by operaittyities between 2010 and 2009 is due primadilgéash flows from properties acquired after
October 1, 2009, and changes in our working capifa¢ increase in cash used in investing activiiigisveen 2010 and 2009 is primarily due
to our increased property acquisition activitie2@10. The increase in cash provided by financutiyidies between 2010 and 2009 is
primarily due to an increase in proceeds from fiseances of approximately 19 million of our shame2010 as opposed to the issuance of
approximately 11.5 million of our shares in 200&annection with our IPO; and the 2009 distributiorCWH prior to our IPO.
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Our Investment and Financing Liquidity and Resoursédollar amounts in thousands, except per Sharecamts).

In order to fund acquisitions and to accardate cash needs that may result from timing diffees between our receipt of rents and our
desire or need to make distributions or pay opegatr capital expenses, we maintain our $500,08@cured revolving credit facility from a
syndicate of financial institutions. This facilitgplaced our initial $250,000 secured revolvinglitriacility in October 2010. Our unsecured
revolving credit facility matures on October 28,130and we may extend the maturity date to OctoBeQ@14, subject to meeting certain
conditions and payment of a fee. At December 3102¢here was $118,000 outstanding and $382,00@&bleafor borrowings under our
unsecured revolving credit facility, and we hadhcasd cash equivalents of $2,437. We expect te¢ask balances, borrowings under our
unsecured revolving credit facility and net proce&dm offerings of equity or debt securities tadwur future operations, distributions to
shareholders and any future property acquisitions.

When significant amounts are outstandindenour unsecured revolving credit facility or thaturity date of that credit facility or our
other debts approach, we intend to explore alteremfor repaying or refinancing such amounts. Sal@rnatives may include incurring term
debt, issuing new equity securities, such as wewititlour January 2010 and August 2010 equity offgs, or extending the maturity date of
our unsecured revolving credit facility. Althoudiete has recently been a significant reductiohénamount of capital available for real es
business on a global basis and we can provideswasce that we will be successful in consummatimgparticular type of financing, we
believe that we will have access to financing, sasldebt and equity offerings, to fund future asifjioins and capital expenditures and to pay
our obligations. We have an effective shelf registin statement that allows us to issue public is&esion an expedited basis, but it does not
assure that there will be buyers for such secaritie

Our ability to obtain, and the costs oft fwture financings will depend primarily on marleginditions and our creditworthiness. We t
no control over market conditions. Potential ineestand lenders likely will evaluate our abilitygay distributions to shareholders, fund
required debt service and repay debts when theynbedue by reviewing our business practices antsptabalance our use of debt and
equity capital so that our financial profile angdeage ratios afford us flexibility to withstandyareasonably anticipated adverse changes. We
intend to conduct our business activities in a neanvhich will afford us reasonable access to chfitanvestment and financing activities,
but there can be no assurance that we will betaldaccessfully carry out this intention.

On January 28, 2010 and May 21, 2010, viet &0.40 per Share distribution to our commorredtalders. On August 13, 2010,
November 19, 2010 and February 23, 2011 we palti4ildper Share distribution to our common sharedsican increase of $0.01 per St
per quarterly period. We funded these distributiosieig existing cash balances and borrowings uadierevolving credit facilities.
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During the years ended December 31, 20812809, cash expenditures made and capitalizedrairoperties for tenant improvements,
leasing costs, building improvements and developgrard redevelopment activities were as follows:

Year Ended
December 31,
2010 2009
Tenant improvemen $ 1,327 $ 1,45C
Leasing cost $ 137 $ 9
Building improvement§ $ 2,282 $ 1,16¢
Development, redevelopment and other
activities® $ 97C $ 51€
@ Building improvements generally include construetamsts expenditures to replace obsolete building

components and expenditures that extend the u#efof existing assets.

@ Development, redevelopment and other activitieegly include non-recurring expenditures that we
believe increase the value of our existing propst

In connection with leasing space duringytbar ended December 31, 2010, we have committchtbfuture expenditures as follows
(dollars in thousands, except per square foot atspun

New Renewals Total

Rentable square feet leas

during the periot 12,57 127,05 139,62
Total commitments for

tenant improvements ar

leasing cost $ 14¢ % 93 % 24z
Leasing costs per rentable

square foo $ 741 % 117 $ 1.7¢
Average lease term (yeal 3.3 3.6 3.6
Leasing costs per rentable

square foot per ye: $ 222 % 0.3z $ 0.4¢

We have no commercial paper, swaps, hedgakestate joint ventures or off balance sheengements as of December 31, 2010. M
of our debt documentation requires us to providiatral security in the event of a ratings downigra

As of December 31, 2010, our contractudibations were as follows (dollars in thousands):

Payment Due by Period

Less than More than
Contractual Obligations Total 1 Year 1-3Years 3-5Years 5 Years
Long Term Debt Obligation $ 162,37¢ $ 901 $ 120,40: $ 2,79t $ 38,28:
Tenant Related Obligatiof¥ 3,73¢ 3,712 — 22 —
Purchase Obligatiorf® 42,000  42,00( — — —
Projected Interest Expense 26,47¢ 5,851 10,95¢ 5,39¢ 4,272
Total $ 23458( $ 52,46¢ $ 131,36( $ 8,21( $ 42,55¢

@ Committed tenant related obligations include legsiommissions and tenant improvements and are lmskeses
executed through December 31, 2010.

@ Represents the purchase price to acquire four giepevhich were subject to executed purchase agets on
December 31, 201!
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@®) Projected interest expense is attributable to trdylong term debt obligations listed above attsgsrates and is not
intended to project future interest costs which mesult from debt prepayments, new debt issuancelsanges in
interest rates

Debt Covenants (dollars in thousand

Our principal debt obligations at Decem®&y2010 are our $500,000 unsecured revolving tfadility and three secured mortgage
loans assumed in connection with three of our 2dfuisitions. Our mortgage loans are non-recourdeda not contain any material
financial covenants. Our unsecured revolving criaditity agreement contains a number of covenaitiich restrict our ability to incur debts
in excess of calculated amounts, restrict our tgtiti make distributions under certain circumstanaed generally require us to maintain
certain financial ratios. Our unsecured revolvingdd facility provides for acceleration of paymeftall amounts outstanding upon the
occurrence and continuation of certain events &dueor upon a change of control, including a afgaim our management by RMR. We
believe we were in compliance with all of our coaets under our unsecured revolving credit facdijyeement at December 31, 2010.

Related Person Transactior

We have adopted written Governance Guidslimhich address, among other things, the considerand approval of any related person
transactions. Under our Governance Guidelines, @y mot enter into any transaction in which any Teesr executive officer, any member
of the immediate family of any Trustee or executifiéicer or any other related person, has or valé a direct or indirect material interest
unless that transaction has been disclosed or kremlen to our Board of Trustees and our Board oflaes reviews, authorizes and approves
or ratifies the transaction by the affirmative vofea majority of the disinterested Trustees, efi¢ime disinterested Trustees constitute less
than a quorum. If there are no disinterested Tassténe transaction shall be reviewed, authorinelds@proved or ratified by both (1) the
affirmative vote of a majority of our entire BoastiTrustees and (2) the affirmative vote of a migjasf our Independent Trustees. Our
Governance Guidelines further provide that, in deteing whether to approve or ratify a transaction; Board of Trustees, or disinterested
Trustees or Independent Trustees, as the caseenahdll act in accordance with any applicable isioas of our declaration of trust,
consider all of the relevant facts and circumstanaad approve only those transactions that ararfa reasonable to us. All related person
transactions described below were reviewed andcoapgror ratified by a majority of the disinteresfedstees or otherwise in accordance
with our policies described above. In the casengfteansaction with us in which any other emplog&eurs who is subject to our Code of
Conduct and who has a direct or indirect matenrest in the transaction, the employee must appkoval from an executive officer who
has no interest in the matter for which approvélemg requested.

We have two agreements with RMR to proviggagement and administrative services to us: iadesmanagement agreement and a
property management agreement. One of our Mandagimgtees, Mr. Barry Portnoy, is Chairman and mgjawner of RMR. Our other
Managing Trustee, Mr. Adam Portnoy, the son of Barry Portnoy, is an owner, President, Chief ExeeuDfficer and a Director of RMR.
Additionally, Mr. Barry Portnoy's son-in-law, whse Mr. Adam Portnoy's brother-in-law, is an officdfRMR. Our executive officers are also
officers of RMR. RMR has approximately 650 emplayaad provides management services to other coespanaddition to us, and an
affiliate of RMR is a registered investment advidtat manages two mutual funds.

Our Board of Trustees has given our Comgigors Committee, which is comprised exclusivelyaf Independent Trustees, authority to
act with respect to our management agreementsRitR. The charter of our Compensation Committee ireguhe Committee annually to
review the terms of the agreements, evaluate Rig&t®rmance under the agreements and renew, aftgemdnate or allow to expire the
management agreements.
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The business management agreement proiddesmpensation to RMR at an annual rate equédésum of (a) 0.5% of the historical
cost to CWH of any properties transferred to u€hyH and (b) 0.7% of our cost of any other propsrtie acquire up to and including
$250 million, plus 0.5% of our cost of any additidproperties in excess of $250 million. In additi®MR receives an incentive fee based
upon increases in our FFO Per Share, as defindibusiness management agreement, commencinguwifiscal year ending
December 31, 2010. The incentive fee is paid incounmon shares. The property management agreemmidgs for management fees ec
to 3.0% of gross rents and construction supervifées equal to 5.0% of construction costs. Theegae business management and property
management fees for 2010 were $8.2 million The egape business management and property managesesrfof 2009 were $5.6 million,
which includes $2.4 million of the fees payabl&RtdR by CWH that were allocated to us by CWH befeebecame a separate company.
The aggregate business management and propertyeraaat fees for 2008 payable to RMR by CWH thaevadiocated to us by CWH
before we became a separate company were $4.8milio incentive fees were earned by RMR in 2010.

RMR also provides internal audit serviaesi$ in return for our pro rata share of the totedrnal audit costs incurred by RMR for us and
other companies managed by RMR and its affiliatésch amounts are subject to determination by cam@ensation Committee. Our Audit
Committee appoints our Director of Internal Au@ur pro rata share of RMR's costs in providing thisrnal audit function was
approximately $211,000 and $121,000 for 2010 ari®2fkespectively. These allocated costs are intiaddo the business and property
management fees we paid to RMR. We are generalporesible for all of our operating expenses, inicigatertain expenses incurred by
RMR on our behalf. We are not responsible for paymoé RMR's employment, office or administratiorperses incurred to provide
management services to us, except for our prostaee of the employment and related expenses of BMioyees who provide on-site
property management services and of the staff greglby RMR who perform our internal audit function.

Both the business management agreemerthamitoperty management agreement automaticalgwéor successive one year terms
unless we or RMR give notice of non-renewal betbeeend of an applicable term. We or RMR may teat@reither agreement upon 60 days
prior written notice and RMR may also terminatdeitagreement upon five business days notice ifingergo a change of control, as defi
in the applicable agreement. The current term#hiese agreements expire on December 31, 2011hapdvll automatically renew unless
earlier terminated.

Under our business management agreememRMiR, we acknowledge that RMR manages other bssé® including CWH, HPT,
SNH, TA and FVE, and will not be required to praseswith opportunities to invest in propertiestthee primarily of a type that are within
the investment focus of another business now trérfuture managed by RMR. Under our business nanagt agreement, RMR has agreed
not to present other businesses that it now drarfuture manages with opportunities to investropprties that are majority leased to
government tenants unless our Independent Trusteasdetermined not to invest in the opportunitylARRhas also agreed not to provide
business management services to any other busirsis is principally engaged in the business of mgrproperties which are majority
leased or occupied to Governmental Authoritiesjefged in the business management agreement,iohate reasonably expected to be
majority leased to Governmental Authorities, withthe consent of our Independent Trustees. Eatthedfusiness management agreement
and the property management agreement also inchrblégation provisions for the resolution of disgs; claims and controversies.

RMR also leases from us approximately 1 dfifare feet of office space for a regional offit&e earned approximately $14,000 in re
income from RMR in 2010, which we believe is a coenomlly reasonable rate for such office space.

54




Pursuant to our business management agréeRIdR may from time to time negotiate on our Betdth third party vendors and
suppliers for the procurement of services to usp@s of this arrangement, we may enter agreemeitisRMR and other companies to whi
RMR provides management services for the purposétafining more favorable terms from such vendassuppliers.

As part of our annual restricted share grander our share award plan adopted in 200%e02®09 Plan, we typically grant restricted
shares to certain employees of RMR, some of whamar executive officers. In 2010, we granted altot 36,950 restricted shares to such
persons, which had an aggregate value of $984,@48dbupon the closing price of our Shares on th8E¥n the date of grant. One fifth of
those restricted shares vested on the grant ddteranfifth vests on each of the next four anniages of the grant date. These share grants tc
RMR employees are in addition to the fees we pdyNiR.

CWH organized us as a 100% owned subsidiafgbruary 2009. In June 2009, we completed BQr pursuant to which we ceased to
be a subsidiary of CWH. In connection with thiseniiig, we and CWH entered the transaction agreem#éanth governs our separation from
and relationship with CWH. Pursuant to the trarisachigreement, among other things:

. We agreed to indemnify CWH with respect to anyiligbrelating to the 29 properties CWH transfertedus prior to our IPO,
including liabilities which arose before our fornaat.

. We and CWH agreed that, so long as CWH owns inssxo&10% of our outstanding Shares, we and CWHgnthe same
manager or we and CWH have any common managingésis(1) CWH will not acquire ownership of propestwhich are
majority leased to government tenants, unless anapf our Independent Trustees who are not alsstees of CWH have
determined not to make the acquisition, (2) we nall acquire ownership of office or industrial peojes which are not
majority leased to government tenants, unless antapf CWH's Independent Trustees who are nai @lsistees of ours have
determined not to make the acquisition, and (3llehave a right of first refusal to purchase arpperty owned by CWH
that CWH determines to divest if the property isrtimajority leased to government tenants, whicht rag first refusal will alsc
apply in the event of an indirect sale of any spidperties resulting from a change of control of BWhe provisions
described in (1) and (2) do not prevent us frontiooimg to own and lease our current propertiegroperties otherwise
acquired by us that cease to be majority leasgd¥ernment tenants following the termination of gmment tenancies; and,
similarly, the provisions described in (1) and 8o do not prohibit CWH from leasing its currenfuature properties to
government tenants.

. We and CWH agreed that certain disputes, claimscanttoversies arising under the transaction agee¢may be referred to
binding arbitration proceedings.

In June 2010, we entered into a seriegdeanents to purchase from CWH 15 properties waiehmajority leased to government
tenants that included approximately 1.9 milliontadrhe square feet. We completed the purchase @badf these properties in 2010 for an
aggregate purchase price of $231.0 million, excdlgdicquisition costs. These 15 properties wereestby the right of first refusal CWH
granted to us in the transaction agreement destcabeve. These purchase agreements with CWH ineltmation provisions for the
resolution of disputes, claims and controversies.

As of February 24, 2011, CWH owned 9,950,600ur Shares, which represented approximatel§?8sbf our outstanding Shares. Both
we and CWH are managed by RMR, and Barry PortndyAatam Portnoy are Managing Trustees of both usGiwH. Adam Portnoy was
also our President from our formation in 2009 udihuary 2011 when David Blackman became our Rnesiddam Portnoy became
President of CWH in January 2011. Also, all of officers and CWH's officers are officers of RMR.dsedingly, the purchase agreements
between us and CWH described above which

55




were entered after we became a separate publicagmpere negotiated and approved by special comesitbf each company's board of
trustees, comprised solely of Independent Trustémwsare not also Independent Trustees of the ittty to these agreements.

Our Independent Trustees also serve astdireor trustees of other public companies to Wi&IR provides management services.
Mr. Barry Portnoy serves as a managing directananaging trustee of those companies, including CWIT, SNH, FVE and TA, and
Mr. Adam Portnoy serves as a managing trusteeroésaf those companies, including CWH, HPT and SWid.understand that the other
companies to which RMR provides management seralseshave relationships with each other, includinginess and property managen
agreements and lease arrangements. In additiacersfof RMR serve as officers of those companirs Kleifges, our Treasurer and Chief
Financial Officer, also serves as Treasurer an@fChnancial Officer of HPT and is an officer of RMWe understand that further
information regarding those relationships is preddn the applicable periodic reports and proxyestents filed by those other companies
with the SEC.

We, RMR, CWH, HPT, SNH, FVE and TA eachreutly own 14.29% of AIC, an Indiana insurance camyp All of our Trustees and
nearly all of the trustees and directors of theepthlC shareholders currently serve on the boamireictors of AIC. RMR, in addition to bei
a shareholder, provides management and admim&rsdirvices to AIC pursuant to a management andnégtrative services agreement with
AIC. Our Governance Guidelines provide that anyamat transaction between us and AIC shall be mest authorized and approved or
ratified by both the affirmative vote of a majoritf our entire Board of Trustees and the affirmatrote of a majority of our Independent
Trustees. The shareholders agreement among usthtiieshareholders of AIC and AIC includes arhibraprovisions for the resolution of
disputes, claims and controversies.

As of February 24, 2011, we have invesfgat@ximately $5,194,000 in AIC since we becameguitg owner of AIC in December
2009. We may invest additional amounts in AIC ia thture if the expansion of this insurance busimeguires additional capital, but we are
not obligated to do so. For 2010 and 2009, we neizeg income (loss) of $(771) and ($14,565), respely, related to our investment in
AIC. In 2010, AIC designed a combination propertgurance program for us and other AIC shareholdeshich AIC participated as a
reinsurer. Our total premiums paid under this paagin 2010 were approximately $415,000. We areectity investigating the possibilities
expand our insurance relationships with AIC toude other types of insurance. By participatinghis thsurance business with RMR and the
other companies to which RMR provides managemenicas, we expect that we may benefit financiallypossibly reducing our insurance
expenses or by realizing our pro-rata share ofpmafjts of this insurance business.

The foregoing descriptions of our agreemevith RMR, CWH and AIC and various individuals atwimpanies related to us and them
are summaries and are qualified in their entirgtyhe terms of the agreements which are amongxhibies listed in Item 15 of this Annual
Report on Form 10-K and incorporated herein byregfee. In addition, copies of certain of those agrents are filed with the SEC and may
be obtained from the SEC's website at www.sec.gov.

We believe that our agreements with RMR,KC8%d AIC are on commercially reasonable terms.al§e believe that our relationships
with RMR, CWH, AIC and their affiliated and relatpdrsons and entities benefit us, and, in facyigeous with advantages in operating and
growing our business.

Critical Accounting Policies

Our critical accounting policies are thdsat will have the most impact on the reportingof financial condition and results of
operations and those requiring significant judgreemd estimates. We believe that our judgmentsatichates are consistently applied and
produce financial information

56




that fairly presents our results of operations. Most critical accounting policies involve our istents in real property. These policies
affect our:

. allocation of purchase prices among various asgegories and the related impact on the recognitioental income and
depreciation and amortization expenses; and

. assessment of the carrying values and impairménomg lived assets.

We allocate the acquisition cost of eaapprty investment to various property components &s land, buildings and improvements
and intangibles based on their fair values, anti eamponent generally has a different useful kiex. real estate acquired, we record build
land and improvements, and, if applicable, the ealfiin-place leases, the fair market value of abmvbelow market leases and customer
relationships at fair value. We allocate the exciéssy, of the consideration over the fair vabfeassets acquired to goodwill. We base
purchase price allocations and the determinatiarseful lives on our estimates and, under somemistances, studies from independent real
estate appraisal firms to provide market infornraiod evaluations that are relevant to managenmnithase price allocations and
determinations of useful lives; however, managenseuliimately responsible for the purchase pridecations and determination of useful
lives.

We compute depreciation expense usingtth@ht line method over estimated useful livesipfto 40 years for buildings and
improvements, and up to 12 years for personal ptgpé/e do not depreciate the allocated cost ofl lakle amortize capitalized above mat
lease values as a reduction to rental income dneeterms of the respective leases. We amortizéatiapid below market lease values as an
increase to rental income over the terms of thpaetive leases. We amortize the value of in plaesds exclusive of the value of above
market and below market in place leases to expevesethe periods of the respective leases. If seléaterminated prior to its stated
expiration, all unamortized amounts relating ta thase are written off. Purchase price allocatreggiire us to make certain assumptions and
estimates. Incorrect assumptions and estimates@sait in inaccurate depreciation and amortizatioarges over future periods.

We periodically evaluate our propertiesifopairment. Impairment indicators may include denb tenant occupancy or our decision to
dispose of an asset before the end of its estimegefill life and legislative, market or industryaolyes that could permanently reduce the
value of a property. If indicators of impairmené g@resent, we evaluate the carrying value of tlate® property by comparing it to the
expected future undiscounted cash flows to be geeefrom that property. If the sum of these expeétiture cash flows is less than the
carrying value, we reduce the net carrying valuthefproperty to its fair value. This analysis riegsi us to judge whether indicators of
impairment exist and to estimate likely future cflelwvs. If we misjudge or estimate incorrectly bfuture tenant operations, market or
industry factors differ from our expectations weymecord an impairment charge that is inappropiatiil to record a charge when we
should have done so, or the amount of any suctgebanay be inaccurate.

These policies involve significant judgnentade based upon experience, including judgméoist &urrent valuations, ultimate
realizable value, estimated useful lives, salvagesidual value, the ability and willingness of éenants to perform their obligations to us,
current and future economic conditions and comigetfactors in the markets in which our properties located. Competition, economic
conditions, changing government priorities and pfhetors may cause occupancy declines in thedutarthe future, we may need to revise
our carrying value assessments to incorporatermdtion which is not now known, and such revisioosl@ increase or decrease our
depreciation expense related to properties we avdeorease the carrying values of our assets.
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Impact of Inflation

Inflation might have both positive and niagaimpacts upon us. Inflation might cause theugadf our real estate to increase. Inflation
might also cause our costs of equity and debt algitd operating costs to increase. An increaselircapital costs or in our operating costs
will result in decreased earnings unless it isaiffsy increased revenues. Our government leasesajlyrprovide for annual rent increases
based on a cost of living index calculation whiblowdd offset any increased costs as a result tztiah.

To mitigate the adverse impact of any iasesl cost of debt capital in the event of mat@rfidtion, we may enter into interest rate he
arrangements in the future, but we have no prestsiition to do so. The decision to enter into ¢hagreements will be based on the amount
of our floating rate debt outstanding, our belfedttmaterial interest rate increases are likelycwur and upon requirements of our borrowing
arrangements.

Impact of Climate Change

The current political debate about climettange has resulted in various existing and praptisaties, laws and regulations which are
intended to limit carbon emissions. We believe suehties, laws and regulations being enactedapgsed may cause energy costs at our
properties to increase, but we do not expect tfextlimpact of these increases to be material toerults of operations because the increasec
costs either would be the responsibility of ouratetis directly or in large part may be passed thndmgus to our tenants as additional lease
payments. Although we do not believe it is likaiythe foreseeable future, laws enacted to mitigitgate change may make some of our
buildings obsolete or cause us to make materigsmmaents in our properties which could materiatig adversely affect our financial
condition and results of operations.
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ltem 7A. Quantitative and Qualitative Disclosures About Market Risk ( dollar amounts in thousand)

We are exposed to risks associated wittkketathanges in interest rates. We manage our exptsthis market risk by monitoring
available financing alternatives. Other than asilesd below, we do not foresee any significantngfes in our exposure to fluctuations in
interest rates or in how we manage this exposutieeimear future.

At December 31, 2010, our outstanding firet®t debt included the following:

Annual

o Interest Annual Interest
Principal Interest Payments
Debt Balance Rate (1) Expense Maturity Due
Mortgage $ 24,80( 6.21%$ 1,561 201€ Monthly
Mortgage 9,85z 8.15% 80:3 2021 Monthly
Mortgage 9,72 7.0(% 681 201¢ Monthly
$ 44,37¢ $ 3,04f

@ The principal balances and interest rates arertfuats stated in the contracts. In accordance Wigh
generally accepted accounting principles, our éagryalues and recorded interest expense may be
different because of market conditions at the tmeeassumed these det

Because these debts bear interest at @ ffate, changes in market interest rates duringettme of these debts will not affect our
operating results. If these debts are refinancéutetest rates which are 10% higher or lower tslamwn above, our per annum interest cost
would increase or decrease by approximately $364n@es in market interest rates also affect thievédiie of our fixed rate debt obligations;
increases in market interest rates decrease thealaie of our fixed rate debt, while decreasemarket interest rates increase the fair value of
our fixed rate debt. Based on the balances outistgrad December 31, 2010, and discounted cashdlmalysis through the maturity date of
our fixed rate debt obligations, a hypothetical ietiate 10% change in interest rates would chargyéthvalue of those obligations by
approximately $1,216.

As of December 31, 2010, we had $118,0@vdrand $382,000 available under our unsecuredviegacredit facility. Our unsecured
revolving credit facility matures on October 28130and subject to meeting certain conditions aediayment of a fee, we may extend the
facility for one year to October 28, 2014. We magken repayments and drawings under our unsecuretViey credit facility at any time
without penalty. Borrowings under our unsecureahéng credit facility are in U.S. dollars and wétcrue interest at LIBOR plus a spread
which varies depending on the amount of our deldrige or our credit ratings. In addition, uporeseal or refinancing of our unsecured
revolving credit facility, we are vulnerable to irases in credit spreads due to market conditichiange in interest rates generally would
not affect the value of our floating rate debt Wwould affect our operating results. For example,ittierest rate payable on our unsecured
revolving credit facility at December 31, 2010 v2a37%. The following table presents the impact % Ihange in interest rates would have
on our annual floating rate interest expense aebBer 31, 2010:

Impact of Changes in Interest Rates
Total Interest

Interest Outstanding Expense Per

Rate Debt Year
At December 31, 201 2.37(%%$ 118,000 $ 2,83t
10% increas: 2.6071% 118,00( 3,11¢
10% reductior 2.13%  118,00( 2,552
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The following table presents the impacb&clchange in interest rates would have on our driluading rate interest expense at
December 31, 2010 if we were fully drawn on ouramsed revolving credit facility:

Impact of Changes in Interest Rates
Total Interest

Interest Outstanding Expense Per

Rate Debt Year
At December 31, 201 2.37(%$ 500,000 $ 12,01t
10% increas 2.607%  500,00( 13,21¢
10% reductior 2.13%  500,00( 10,81

The foregoing tables show the impact ofiramediate change in floating interest rates. I€iast rates were to change gradually over
time, the impact would be spread over time. Ouiosype to fluctuations in floating interest ratedl imcrease or decrease in the future with
increases or decreases in the outstanding amodet oor unsecured revolving credit facility or atfleating rate debt.

Item 8. Financial Statements and Supplementary &ia
The information required by this item islided in Iltem 15 of this Annual Report on FormKLO-
Item 9. Changes in and Disagreements with Accotants on Accounting and Financial Disclosure
None.
Item 9A. Controls and Procedures

As of the end of the period covered by thjgort, our management carried out an evaluatioder the supervision and with the
participation of our Managing Trustees, our Prasided our Treasurer and Chief Financial Officéthe effectiveness of our disclosure
controls and procedures pursuant to Exchange AletsRiBa-15 and 155. Based upon that evaluation, our Managing Tessteur Preside!
and our Treasurer and Chief Financial Officer cadel that our disclosure controls and proceduresfective.

There have been no changes in our intearatol over financial reporting during the quaeded December 31, 2010 that have
materially affected, or are reasonably likely totenally affect, our internal control over finantiaporting.

Management Report on Assessment of Internal ContrdDver Financial Reporting

We are responsible for establishing anchta@ing adequate internal control over finanogdarting. Our internal control system is
designed to provide reasonable assurance to ouagearent and Board of Trustees regarding the prépaiand fair presentation of
published financial statements. All internal cohystems, no matter how well designed, have infidimitations. Therefore, even those
systems determined to be effective can provide mdgonable assurance with respect to financisdratnt preparation and presentation.

Our management assessed the effectivefiess mternal control over financial reporting@sDecember 31, 2010. In making this
assessment, it used the criteria set forth by trar@ittee of Sponsoring Organizations of the Tread@ammission ifnternal Control—
Integrated Framewor. Based on our assessment, we believe that, asagrBber 31, 2010, our internal control over finah@porting is
effective.
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Ernst & Young LLP, the independent registepublic accounting firm that audited our 2010smidated financial statements include
this Annual Report on Form 10-K, has issued arstt®n report on our internal control over finaleeporting. Its report appears elsewhere
herein.

ltem 9B. Other Information
None.
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PART IlI
Item 10. Directors, Executive Officers and Corpmate Governance

We have a Code of Conduct that appliedl toua representatives, including our officers angstees and employees of RMR. Our Code
of Conduct is posted on our website, www.govreihcé printed copy of our Code of Conduct is alsaitable free of charge to any person
who requests a copy by writing to our Secretaryéboment Properties Income Trust, Two Newton Pla6&,Washington Street, Suite 300,
Newton, MA 0245-1634. We intend to disclose any amendments orevsito our Code of Conduct applicable to our pgatexecutive
officer, principal financial officer, principal aoanting officer or controller (or any person perfiing similar functions) on our website.

The remainder of the information requirgdtem 10 is incorporated by reference to our dé¥ie Proxy Statement.
ltem 11. Executive Compensation

The information required by Item 11 is inporated by reference to our definitive Proxy Stadat.
Item 12. Security Ownership of Certain BeneficibOwners and Management and Related Stockholder M&trs

Equity Compensation Plan InformationWe may grant Shares to our officers and othgrleyees of RMR under the 2009 Plan. In
addition, each of our trustees receives 1,500 Shageyear under the 2009 Plan as part of thein@reompensation for serving as a trustee.
The terms of grants made under the 2009 Plan éeendieed by our Board of Trustees, or a committeeeof, at the time of the grant. The
following table is as of December 31, 2010.

Number of securities
remaining available for

Number of securities to Weighted-average future issuance under
be issued upon exercise exercise price of equity compensation plans
of outstanding options,  outstanding options, (excluding securities
Plan category warrants and rights warrants and rights reflected in column (a))
. ) @) (b) ©
Equity compensation plans
approved by security
holder—2009 Plar None. None. 1,924,201
Equity compensation plans nc
approved by security holde None. None. None
Total None. None. 1,924,201

@) Pursuant to the terms of the 2009 Plan, in no estealt the number of Shares issued under the 2@00eRkceed
2,000,000. Since the 2009 Plan was establishe80@Share awards have been grar

Payments by us to RMR are described in "&g@ment's Discussion and Analysis of Financial @amdand Results of Operations—
Liquidity and Capital Resources—Related Person Jaetions". The remainder of the information recgiipg Item 12 is incorporated by
reference to our definitive Proxy Statement.

Item 13. Certain Relationships and Related Trarections, and Director Independence

The information required by Item 13 is inporated by reference to our definitive Proxy Stadat.
Item 14. Principal Accountant Fees and Services

The information required by Item 14 is inporated by reference to our definitive Proxy Stadat.
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PART IV

ltem 15. Exhibits and Financial Statement Schedes

€)) Index to Financial Statements and Financial Staten$ehedules

The following consolidated financial statsrts and financial statement schedules of GoverhRraperties Income Trust are includec

the pages indicated:

Page

Reports of Independent Registered Public Accourfing F-1
Consolidated Balance Sheets as of December 31,&81200¢ F-3
Consolidated Statements of Income for each oftiheetyears in the period ended

December 31, 201 F-4
Consolidated Statements of Shareholders' Equitgdch of the three years in the period ended

December 31, 201 F-5
Consolidated Statements of Cash Flows for eacheoftiree years in the period ended

December 31, 201 F-6
Notes to Consolidated Financial Stateme F-7
Schedule [l—Real Estate and Accumulated Deprecia S-1

All other schedules for which provisiomigde in the applicable accounting regulations efSEC are not required under the related
instructions, or are inapplicable, and thereforeehiaeen omitted.

b) Exhibits
Exhibit
Number Description
3.1 Composite Copy of Amended and Restated Declarafidrust, dated June 8, 2009, as
amended to date. (Incorporated by reference t€thmpany's Current Report on Form 8-K
dated December 31, 200!
3.2 Amended and Restated Bylaws of the Company, agref 8, 2009. (Incorporated by
reference to the Company's Quarterly Report on Fd@i+@ for the quarter ended June 30,
2009.)
4.1 Form of Common Share Certificate. (Incorporateddigrence to Amendment No. 2 to the
Company's Registration Statement on Fo-11/A, File No. 33-157455.)
8.1 Opinion of Sullivan & Worcester LLP as to certaix tmatters. (Filed herewitr

10.1 Transaction Agreement, dated June 8, 2009, betW&l Properties Trust (now known as
CommonWealth REIT) and the Company. (Incorporateceference to the Company's
Quarterly Report on Form -Q for the quarter ended June 30, 20!

10.z Credit Agreement dated as of October 28, 2010, anttoe Company, Wells Fargo Bank,
National Association, as Administrative Agent, azath of the other financial institutio
initially a signatory thereto. (Incorporated byaefnce to the Company's Current Report on
Form &K dated October 29, 201(

10.Z Credit Agreement, dated as of April 24, 2009, amibreggCompany, Government Properties
Income Trust LLC, Bank of America, National Assdima as Administrative Agent, and
each of the other financial institutions initiallysignatory thereto. (Incorporated by
reference to Amendment No. 2 to the Company's Ragjzn Statement on Form S-11/A,
File No. 33:-157455.)
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10.4 Form of Mortgage, Assignment of Leases and R&wasurity Agreement and Fixture Filing



(pursuant to the Credit Agreement, dated as ofl&dri 2009). (Incorporated by reference
Amendment No. 2 to the Company's Registration 8tat¢ on Form S-11/A, File No. 333-
157455.)

10.5 Pledge Agreement, dated April 24, 2009, betweerkBdAmerica, National Association
and the Company. (Incorporated by reference t€thrapany's Quarterly Report on
Form 1(-Q for the quarter ended June 30, 201

10.€ Business Management Agreement, dated June 8, B88@en Reit Management &
Research LLC and the Company.(+) (Incorporatecelfgrence to the Company's Quarterly
Report on Form 1-Q for the quarter ended June 30, 20

10.7 First Amendment to Business Management Agreematéddlanuary 11, 2011, between the
Company and Reit Management & Research LLC.(+)ofimarated by reference to the
Company's Current Report on For-K dated January 11, 201:

10.¢ Amended and Restated Property Management Agreedeet] as of January 11, 2011,
between the Company and Reit Management & Resé&€H+) (Incorporated by
reference to the Company's Current Report on F-K dated January 11, 201:

10.€ 2009 Incentive Share Award Plan.(+) (Incorporatgddference to the Company's Quartt
Report on Form 1-Q for the quarter ended September 30, 2C

10.1C Form of Restricted Share Agreement.(+) (Incorpatéte reference to the Company's
Current Report on Formr-K dated September 17, 201

10.11 Representative form of Indemnification Agreement({ficorporated by reference to the
Company's Current Report on For-K dated January 10, 201:

10.1z Summary of Trustee Compensation.(+) (Incorporateckference to the Company's Curr
Report on Form-K dated May 13, 2010

10.1: Amended and Restated Shareholders Agreement, Batsmber 16, 2009, among
Affiliates Insurance Company, Five Star Quality €dnc., Hospitality Properties Trust,
HRPT Properties Trust, Senior Housing PropertiesfTTravelCenters of America LLC,
Reit Management & Research LLC and the Compango(porated by reference to the
Company's Current Report on Fori-K dated December 17, 200!

10.1¢ Purchase and Sale Agreement, dated June 14, 2&@dn the Company, as Purchaser
Hub Realty Funding, Inc., as Seller (with respedht property located at 711 S. 14th
Avenue, Safford, AZ). (Incorporated by referencéhi® Company's Current Report on
Form &K dated June 18, 201(

10.1t Purchase and Sale Agreement, dated June 14, 2&@:dn the Company, as Purchaser
Hub Realty Funding, Inc., as Seller (with respedhe property located at 400 State
Avenue, Kansas City, KS). (Incorporated by refeestucthe Company's Current Report on
Form &K dated June 18, 201(

10.1€ Purchase and Sale Agreement, dated June 14, 2&dn the Company, as Purchaser
Hub Acquisition Trust, as Seller (with respecthe property located at One Montvale
Avenue, Stoneham, MA). (Incorporated by referemctné Company's Current Report on
Form &K dated June 18, 201(
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10.17 Purchase and Sale Agreement, dated June 14, Réiiken the Company, as Purchaser,
and Hub Acquisition Trust, as Seller (with respedhe property located at 330 South
Second Avenue, Minneapolis, MN). (Incorporated &fgrence to the Company's Current
Report on Form-K dated June 18, 201(

10.1¢ Purchase and Sale Agreement, dated June 14, 2&@:dn the Company, as Purchaser,



10.1¢

10.2(

10.21

10.22

10.2¢

10.2¢

10.2¢

10.2¢

10.23

and Hub Acquisition Trust, as Seller (with respedhe property located at 4181 Ruffin
Road, San Diego, CA). (Incorporated by referenab@éacCompany's Current Report on
Form &K dated June 18, 201(

Purchase and Sale Agreement, dated June 14, 28i¥kdn the Company, as Purchaser,
and Hub Properties Trust, as Seller (with respetii¢ property located at 101 Executive
Center Drive, Columbia, SC). (Incorporated by refee to the Company's Current Report
on Form K dated June 18, 201(

Purchase and Sale Agreement, dated June 14, 28i¥kdn the Company, as Purchaser,
and Hub Properties Trust, as Seller (with respetiié property located at 111 Executive
Center Drive, Columbia, SC). (Incorporated by refee to the Company's Current Report
on Form K dated June 18, 201(

Purchase and Sale Agreement, dated June 14, 28i¥kdn the Company, as Purchaser,
and Hub Acquisition Trust (with respect to the prdp located at 55 North Robinson
Avenue, Oklahoma City, OK). (Incorporated by refere to the Company's Current Report
on Form K dated June 18, 201(

Purchase and Sale Agreement, dated June 14, 28i¥kdn the Company, as Purchaser,
and HH Hub Properties LLC, as Seller (with respedhe property located at One Memg.
Place, 200 Jefferson Avenue, Memphis, TN). (Incoatedl by reference to the Company's
Current Report on Form-K dated June 18, 201(

Purchase and Sale Agreement, dated June 14, 28i¥kdn the Company, as Purchaser,
and Hub Realty Funding, Inc., as Seller (with respe the property located at 3285
Hemisphere Loop, Tucson, AZ). (Incorporated by nesfiee to the Company's Current
Report on Form-K dated June 18, 201(

Purchase and Sale Agreement, dated June 14, 28ddkdn the Company, as Purchaser,
and Hub Realty Funding, Inc., as Seller (with respe the property located at 625 Indiana
Avenue NW, Washington, DC). (Incorporated by refieeeto the Company's Current Re|
on Form K dated June 18, 201(

Purchase and Sale Agreement, dated June 14, 28ddkdn the Company, as Purchaser,
and Causeway Holdings, Inc., as Seller (with ressfethe property located at 251
Causeway Street, Boston, MA). (Incorporated byresfee to the Company's Current Re
on Form K dated June 18, 201(

Purchase and Sale Agreement, dated June 14, 28dd:dn the Company, as Purchaser,
and Hub Realty Funding, Inc., as Seller (with respe the property located at 435 Mont:
Road NE, Albuguerque, NM). (Incorporated by refeesto the Company's Current Report
on Form K dated June 18, 201(

Purchase and Sale Agreement, dated June 14, 28dd:dn the Company, as Purchaser,
and Hub Realty Funding, Inc., as Seller (with respe the property located at 220 E. Bn
Street, Savannah, GA). (Incorporated by refereat¢kd Company's Current Report on
Form ¢-K dated June 18, 201(
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Exhibit
Number

Description

10.2¢

21.1

23.1

23.2

Purchase and Sale Agreement, dated June 14, Réten the Company, as Purchaser,
and Hub Realty College Park I, LLC, as Seller (wihpect to the property located at 4700
River Road, Riverdale, MD). (Incorporated by refere to the Company's Current Report
on Form &K dated June 18, 201(

Subsidiaries of the Company. (Filed herewi
Consent of Ernst & Young LLP. (Filed herewit

Consent of Sullivan & Worcester LLP. (ContainedExhibit 8.1.)



31.1 Rule 13i-14(a) Certification. (Filed herewith
31.Z Rule 13i-14(a) Certification. (Filed herewith
31.2 Rule 13i-14(a) Certification. (Filed herewith
31.Z Rule 13i-14(a) Certification. (Filed herewith

32.1 Section 1350 Certification. (Furnished herewi

(+)  Management contract or compensatory plan or arraage
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Report of Independent Registered Public Accountindrirm
To the Trustees and Shareholders of GovernmentRiep Income Trust

We have audited the accompanying cons@itiaalance sheets of Government Properties Incoost {the "Company") as of
December 31, 2010 and 2009, and the related cdasetl statements of income, shareholders' equitycash flows for each of the three
years in the period ended December 31, 2010. Glitsaalso included the financial statement schetistied in the Index at Item 15(a). The
financial statements and schedule are the resplitysii the Company's management. Our respongyhisi to express an opinion on these
financial statements and schedule based on outsaudi

We conducted our audits in accordance thitghstandards of the Public Company Accounting Slgat Board (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. An audit includes examining, on flasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptegused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the financial statementened to above present fairly, in all materialpests, the consolidated financial position of
Government Properties Income Trust at Decembe2@10 and 2009, and the consolidated results opisations and its cash flows for each
of the three years in the period ended Decembe2(@®Q, in conformity with U.S. generally accepteda@unting principles. Also, in our
opinion, the related financial statement schedufesn considered in relation to the basic finansiatements taken as a whole, presents fairly
in all material respects the information set fattérein.

We also have audited, in accordance wighstandards of the Public Company Accounting Ogatdoard (United States), Government
Properties Income Trust's internal control oveafficial reporting as of December 31, 2010, basettiteria established in Internal Control—
Integrated Framework issued by the Committee ohSpng Organizations of the Treadway Commissiah@ur report dated February 25,
2011 expressed an unqualified opinion thereon.

/sl Ernst & Young LLP

Boston, Massachusetts
February 25, 2011
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Report of Independent Registered Public Accountindrirm
To the Trustees and Shareholders of GovernmentRiep Income Trust

We have audited Government Properties Ikc@mst's internal control over financial reportagof December 31, 2010, based on
criteria established in Internal Control—Integrakgdmework issued by the Committee of Sponsorirgafizations of the Treadway
Commission (the COSO criteria). Government Propsiticome Trust's management is responsible fantaiaing effective internal control
over financial reporting, and for its assessmernhefeffectiveness of internal control over finahceporting included in Management Report
on Assessment of Internal Control over Financigddteng. Our responsibility is to express an opingm the company's internal control over
financial reporting based on our audit.

We conducted our audit in accordance withstandards of the Public Company Accounting Qgiet8oard (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whetheatigianternal control over financial
reporting was maintained in all material respe@is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etésting and evaluating the design and operatifeg&feness of internal control based on the
assessed risk, and performing such other procedsre®& considered necessary in the circumstancefeliéve that our audit provides a
reasonable basis for our opinion.

A company's internal control over finanaigborting is a process designed to provide reddermssurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerally accepted accounting
principles. A company's internal control over fioai reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshaf assets of the company; (2) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financakestents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and (8jige reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the compangsets that could have a material effect on thenfiizd statements.

Because of its inherent limitations, intdroontrol over financial reporting may not preventetect misstatements. Also, projections of
any evaluation of effectiveness to future periagssabject to the risk that controls may becomdeqaate because of changes in conditions,
or that the degree of compliance with the policeprocedures may deteriorate.

In our opinion, Government Properties Ineofinust maintained, in all material respects, ¢ifeanternal control over financial reportil
as of December 31, 2010, based on the COSO criteria

We also have audited, in accordance wighstandards of the Public Company Accounting Ogatdsoard (United States), the 2010
consolidated financial statements of Governmenp&ties Income Trust and our report dated Febr2&r2011 expressed an unqualified
opinion thereon.

/sl Ernst & Young LLP

Boston, Massachusetts
February 25, 2011
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GOVERNMENT PROPERTIES INCOME TRUST

ASSET!
Real estate propertie
Land
Buildings and improvemen

Accumulated depreciatic

Acquired real estate leases,
Cash and cash equivalel
Restricted cas

Rents receivabl

Deferred leasing costs, r
Deferred financing costs, n
Due from affiliates

Other assets, n

Total asset

LIABILITIES AND SHAREHOLDERS' EQUI’

Revolving credit facility
Mortgage notes payab

Accounts payable and accrued expet

Due to affiliates

Acquired real estate lease obligations,

Total liabilities

Commitments and contingenci

Shareholders' equit

Common shares of beneficial interest, $0.01 pare
40,500,800 and 21,481,350 shares issued and oditsan

respectively
Additional paid in capita

Cumulative other comprehensive inco

Cumulative net incom

Cumulative common distributior

Total shareholders' equi

Total liabilities and shareholders' eqL

See accompanying notes
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CONSOLIDATED BALANCE SHEETS

(amounts in thousands, except share data)

December 31,

2010 2009
$ 143,77 $ 74,00
833,71¢ 502,74
977,49. ~ 576,75
(131,049  (113,02)
846,44°  463,73(
60,09 15,31(
2,43 1,47¢
1,54¢ —
19,20( 13,54«
1,00z 1,33(
3,03t 5,20
— 10z
16,62: 14,11«
$ 95128 $ 514,81
$ 118,000 $ 144,37
46,42¢ —
14,43¢ 13,08t
1,34¢ 837
13,67¢ 3,56¢
193,89:  162,76.
40E 21F
776,91: 357,62
2 S
41,33¢ 13,54
(61,259 (19,339
757,39 352,05
$ 95128 $ 51481




GOVERNMENT INCOME PROPERTIES TRUST

CONSOLIDATED STATEMENTS OF INCOME

(amounts in thousands, except per share data)

Rental income

Expenses
Real estate taxe
Utility expenses
Other operating expens
Depreciation and amortizatic
Acquisition related cost
General and administratiy

Total expense
Operating incom:

Interest and other incon

Interest expense (including net amortization oftgebmiums
and deferred financing fees of $2,283, $1,551 ard $
respectively’

Loss on extinguishment of de

Equity in losses of an invest

Income before income tax exper

Income tax expens
Net income

Weighted average Shares outstanc

Earnings per common sha
Net income

Year Ended December 31,

2010 2009 2008
$ 116,76! $ 78,95 $ 75,42
12,17; 8,54¢ 7,96(
9,06¢ 6,32¢ 6,22¢
19,48¢  12,23.  12,15¢
2423¢  1517: 14,18
5,75( 1,03z —
7,05¢ 4,05¢ 2,98¢
77,770~ 47,36f 4351«
38,997 31,59 31,91
102 53 37
(7,35])  (5,556) (141)
(3,786) — —
D (15) —
27,96. 26,07  31,80;
(167) (93) —
$ 27,79° $ 2598, $ 31,80
34,34:  15,08: —
$ 081 $ 172 N/A

See accompanying notes
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Balance at
December
2007

Net income

Distributions
to commor
shareholde

Balance at
December
2008

Issuance of
shares, ne

Stock grant:

Net income

Distributions
to commor
shareholde

Balance at
December
2009

Issuance of
shares, ne

Stock grant:

Unrealized
gain on
investment
in AIC

Net income

Distributions
to commor
shareholde

Balance at

December
2010

GOVERNMENT PROPERTIES INCOME TRUST

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

(amounts in thousands, except share data)

Cumulative
Other Cumulative

Common Cumulative Additional Comprehensive

Ownership  Number of Common Paid in Net

Interest Shares Shares Distributions  Capital Income Income Total
$ 420,54 —% —3 —$ —$ —$ — $ 420,54°
31,80" — — — — — — 31,80;
(38,90)) — — — — — — (38,90
413,45! — — — — — — 413,45
— 21,450,00 21t 357,37 — — 357,59:
— 31,35( — 25C — — 25C
12,44( — — — — — 13,54 25,98!
(425,89)) — — (19,339 — — — (445,220
— 21,481,35 215 (19,33%) 357,62 — 13,54! 352,05(
— 18,975,00 19C — 418,74( — —  418,93(
- 44,45( - - 54€ - - 54€
— - - — — 2 — 2

— — — —  27,79%  27,79¢

— (41,929 — — — _ (41,929

— 40,500,80 $

405 $ (61,259%$776,91: $ 2% 41,33¢$ 757,39

See accompanying notes
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GOVERNMENT PROPERTIES INCOME TRUST

CONSOLIDATED STATEMENTS OF CASH FLOWS

(amounts in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to ¢
provided by operating activitie
Depreciatior
Net amortization of debt premium and defer
financing fee:
Amortization of acquired real estate lea
Amortization of deferred leasing co:
Share based compensation expe
Loss on extinguishment of de
Equity in losses of equity investme
Change in assets and liabiliti¢
(Increase) decrease in restricted ¢
(Increase) decrease in deferred leasing ¢
(Increase) decrease in rents receivi
(Increase) decrease in due from affilic
Increase (decrease) in other as
Increase (decrease) in accounts payable and ac
expense:

Increase (decrease) in due to affilie

Cash provided by operating activiti

CASH FLOWS FROM INVESTING ACTIVITIES
Real estate acquisitions and improvem
Investment in Affiliates Insurance Compa

Cash used in investing activiti

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of common shares
Repayment of mortgage loa
Borrowings on secured revolving credit facil
Payments on secured revolving credit faci
Financing fee:

Distributions to common shareholdt
Equity distributions
Cash provided by (used in) financing activit

Increase in cash and cash equival
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe

Supplemental cash flow informatit
Interest paic
Taxes paic

Non-cash operating activitie
Equity distributions

Non-cash investing activitie
Assumption of mortgage debt in connection with
real estate acquisitior

Non-cash financing activitie
Mortgage debt assumi
Issuance of Shares pursuant to equity compens:i
plan

Year Ended December 31,

2010

2009

2008

$ 27,79t $ 25,98. $ 31,80

19,18  13,56: 12,64
2,28¢ 1,551 —
4,627 894 805

465 43¢ 38C

54€ 25C —
3,78¢ — —

1 15 —

(1,549) 1,33¢ 55
(137) (9) (527)
(5,656 (6,999 46
102 (109) —
(1,36)) (214) (397)
8,55¢ 2,53¢ 12
511 837 —
50,14¢ 40,07« 44,82t
(394,61) (100,05) (2,435
(76) (5,139 —
(394,69) (105,18) (2,435
418,93 205,51 —
(571) (134 (3,459
335,000 382,00 —
(361,37) (237,62} —
(4,96 (6,755 —
(50,519 (10,74 —
—  (265,76) (38,90)
336,50, 66,49, (42,35
95¢ 1,381 31
1,47¢ 97 66

$ 2437 $ 147¢ 97
$ 433 $ 391 167
145 — —

— $ 8,04 —

$ (44,95) $ = =
$ 44,95 $ = =
(54€) (250) —



See accompanying notes
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GOVERNMENT PROPERTIES INCOME TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(dollars in thousands, except per share data)
Note 1. Organization

Government Properties Income Trust, or GB¥,Company, we or us, was organized as a Marykeadcestate investment trust, or RE
on February 17, 2009 as a wholly owned subsidib@ammonWealth REIT, or CWH. At the time of our argzation, we issued 9.95 milli
common shares of beneficial interest, par valué $&r share, or our Shares, to CWH. Although wendidexist until February 17, 2009 and
thereafter we were a wholly owned consolidated islidny of CWH until June 8, 2009, these consoliddteancial statements are presente
if we were a legal entity separate from CWH. Agsult, for certain periods presented, we and ouni#i@l properties, or the Initial
Properties, were wholly owned by CWH. On April 2009, we acquired 100% ownership of our Initialfemties by means of a contribution
from CWH to one of our subsidiaries. On June 8,2@0 the Closing Date, we closed on our initigblprioffering, or IPO, and we became a
separate publicly owned company.

As of December 31, 2010, we owned 55 pitiggeror the Properties, totaling approximately iion rentable square feet.
Note 2. Summary of Significant Accounting Policies

Basis of Presentation. Prior to our IPO, CWH directly or indirectly omd us, and we have presented transactions at Chistbsical
basis. Historically, substantially all of the rdntecome received by CWH from tenants at our pripsmwere deposited in and commingled
with CWH's general funds. CWH paid certain capitakestments and other cash requirements of ourgpties and us, and CWH allocated
general and administrative costs to our propediesus based on its historical costs of our pragseds a percentage of CWH's historical cost
of all of CWH's properties until the Closing Daidereafter, we have recorded general and admitigrexpenses at our direct cost. We
believe that CWH's method for allocating general administrative expenses prior to the Closing Dsteasonable.

These consolidated financial statementsidiecthe accounts of GOV and its subsidiariespfalvhich are 100% owned directly or
indirectly by GOV. All intercompany transactionsdalbalances have been eliminated.

We account for our investment in Affiliatesurance Company, or AIC, using the equity methibalccounting. Significant influence is
present through common representation on the badittigstees or directors of us and AIC. Our Mangdirustees are also owners of Reit
Management & Research LLC, or RMR, which is the aggan of us and AIC, and each of our Trustees iseatdr of AIC. See Note 5 for a
further discussion of our investment in AIC.

Real Estate Properties. As required by U.S. generally accepted accagntrinciples, we have generally adopted the adougin
treatment and policies for our properties and lssrwhich were previously employed by CWH. We réaur Initial Properties at cost to
CWH and our other properties at our cost and pediepreciation on real estate investments on @lstiline basis over estimated useful li
ranging up to 40 years. We and CWH estimated tihehaise price allocations and the useful lives ofppaperties. In some circumstances,
and CWH engaged independent real estate appraimgaltb provide market information and evaluatiarisch are relevant to our purchase
price allocations and determinations of usefuldiveowever, we are ultimately responsible for thechase price allocations and
determinations of useful lives.
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GOVERNMENT PROPERTIES INCOME TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollars in thousands, except per share data)
Note 2. Summary of Significant Accounting Policie§Continued)

We and CWH allocated the purchase pricesioproperties to land, building and improvemdrgsed on determinations of the relative
fair values of these assets assuming the propeartgegacant. We and CWH determined the fair vafueaoh property using methods simila
those used by independent appraisers. We and CWehtdd a portion of the purchase price of our privgs to above market and below
market leases based on the present value (usimgeaast rate which reflects the risks associatid iw place leases at the time each property
was acquired by us or CWH) of the difference betw@ethe contractual amounts to be paid pursuathe in place leases and (ii) our
estimates of fair market lease rates for the cpoeding leases, measured over a period equal tetims of the respective leases. We and
CWH allocated a portion of the purchase price tplate leases and tenant relationships in an anemual to the excess of (i) the purchase
price paid for each property, after adjusting éxgtn place leases to market rental rates, oveth@ estimated fair value of the property, as if
vacant. We and CWH allocated this aggregate vadtd®en in place lease values and tenant relatipsisisised on our evaluation of the
specific characteristics of each tenant's leasaeder, we have not separated the value of tentatimeships from the value of in place lea
because such value and related amortization expeimsenaterial in the accompanying financial statats. In making these allocations, we
considered factors such as estimated carrying dosisg the expected lease up periods, includiagestate taxes, insurance and other
operating income and expenses and costs, suchsisgeeommissions, legal and other related expetsegecute similar leases in current
market conditions at the time a property was aegliry us or CWH. If the value of tenant relatiopshbecomes material in the future, we
may separately allocate those amounts and amdingzallocated amount over the estimated life ofréhationships.

We amortize capitalized above market leasees (presented as acquired real estate leases aonsolidated balance sheets) and below
market lease values (presented as acquired resd dshse obligations in our consolidated balaheets) as a reduction or increase,
respectively, to rental income over the terms efdlsociated leases. Such amortization result@ikareases)/increases to rental income of
($34), $281 and $352 during the years ended Dece®1h010, 2009 and 2008, respectively. We anmttie value of in place leases,
exclusive of the value of above market and belowketan place leases, over the periods of the assatleases. Such amortization amou
to $4,593, $1,175 and $1,157 during each of thesyereded December 31, 2010, 2009 and 2008. Wheasa Is terminated prior to its stated
expiration, we will write off the unamortized amasmelating to that lease.

Accumulated amortization of capitalized edonarket lease values was $4,821 and $3,046 a&nileer 31, 2010 and 2009, respectively.
Accumulated amortization of capitalized below matkase values was ($6,715) and ($4,974) at Dece8ihe@010 and 2009, respectively.
Accumulated amortization of the value of in plagades, exclusive of the value of above and belokkeha place leases, was $12,340 and
$7,747 at December 31, 2010 and 2009, respectiatyre amortization of net intangible lease asaetkliabilities to be recognized during
the current terms of the existing leases as of Dbee 31, 2010 are projected to be $7,787 in 208,948 in 2012, $6,454 in 2013, $6,224 in
2014, $4,760 in 2015 and $14,250 thereafter.

Cash and Cash Equivalents.Cash and short term investments with originaturities of three months or less at the date oflase are
carried at cost plus accrued interest.
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GOVERNMENT PROPERTIES INCOME TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollars in thousands, except per share data)
Note 2. Summary of Significant Accounting Policie§Continued)

Restricted Cash. Restricted cash consists of amounts escroweftiore real estate taxes, insurance, leasinggcoapital expenditures
and debt service, as required by some of our mgetgabts.

Deferred leasing costs. Deferred leasing costs include brokerage, lagdlother fees associated with the successfultiagigo of
leases and are amortized on a straight line basisthe terms of the respective leases. Deferisirig costs totaled $3,416 and $3,279 at
December 31, 2010 and 2009, respectively, and adated amortization for deferred leasing costs¢ot$2,414 and $1,949 at Decembet
2010 and 2009, respectively. Future amortizatiodedérred leasing costs to be recognized duringtnent terms of the existing leases as of
December 31, 2010, are projected to be $429 in, 28836 in 2012, $117 in 2013, $57 in 2014, $3700%and $6 thereafter.

Deferred financing fees. Deferred financing fees include issuance oumgdion costs related to borrowings and are capédland
amortized on a straight line basis over the terfibmrespective loans. At December 31, 2010 a®20eferred financing fees totaled
$4,297 and $6,755, respectively, and accumulatemttaration for deferred financing fees totaled $262l $1,551, respectively. Future
amortization of deferred financing fees to be retogd with respect to our loans as of DecembeRB10, are projected to be $1,278 in 2011,
$1,278 in 2012, $1,071 in 2013, $72 in 2014, $720b5 and $164 thereafter.

Other assets. Other assets consist principally of depositpotential property acquisitions, our equity invesht in AIC and prepaid
property operating expenses.

Due From Affiliates. Due from affiliates represents rent collectgdH on our behalf, which was paid in 2010.

Due To Affiliates. Due to affiliates represent amounts due to RibtRexpenses incurred pursuant to our business geament and
property management agreements with RMR. See NfitefGrther discussion of these agreements.

Revenue Recognition.Rental income from operating leases is recaghon a straight line basis over the life of leageements. We
decreased rental income by $5, $452 and $249 todeevenue on a straight line basis in 2010, 20692008, respectively.

Income Taxes. Prior to the Closing Date, our operations weotuded in CWH's income tax returns. CWH is a RERDer the Internal
Revenue Code of 1986, as amended, or the Coderdingty, CWH is not subject to federal income tapesvided it distributes its taxable
income and meets certain other requirements tdfg@e a real estate investment trust. However, Cié/glbject to certain state and local
taxes.

We qualified as a real estate investmeust tunder the Code for our taxable year ended DieeeBi, 2009. Accordingly, we will not be
subject to federal income taxes provided we distétour taxable income and meet certain other reménts to qualify as a real estate
investment trust. We are, however, subject to pesdiate and local taxes.

Cumulative Other Comprehensive Incoméccumulated other comprehensive income conefdttse unrealized gains related to our
investment in AIC, as described in Note 5.
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GOVERNMENT PROPERTIES INCOME TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollars in thousands, except per share data)
Note 2. Summary of Significant Accounting Policie§Continued)
Reclassifications. Reclassifications have been made to the pgarg financial statements to conform to the ctilyear's presentatio

Use of Estimates. Preparation of these financial statements ifaronity with U.S. generally accepted accountingpples requires u
to make estimates and assumptions that may affearhounts reported in these financial statememntsedated notes. The actual results ¢
differ from these estimates.

Net Income Per Share.We compute net income per Share using the wagdigliverage number of Shares outstanding. We h&thaie
equivalents during the periods presented.

Segment Reporting. We operate in only one business segment: ohipeo$ properties having space that is primarigsied to
government tenants.

Ownership Interest. Prior to the Closing Date, CWH provided thedsmsed in our investment activities. Amounts iteesn or
advanced to us by CWH did not carry interest, aaio specific repayment terms. As of Decembe310, CWH owned 24.6% of our
outstanding Shares. See Note 5 for further disonssi our relationship with CWH.

Note 3. New Accounting Pronouncements

In January 2010, the Financial Accountingn8ards Board issued an Accounting Standards ©pdqtiring additional disclosures
regarding fair value measurements. The update nejantities to disclose additional informationameting assets and liabilities that are
transferred between levels within the fair valuerdichy. The update also clarifies the level odgigegation at which fair value disclosures
should be made and the requirements to disclosenirgftion about the valuation techniques and inpsésl in estimating Level 2 and Level 3
fair values. The update is effective for interindamnual reporting periods beginning after DeceniBbe009 except for the requirement to
separately disclose purchases, sales, issuancestiletnents in the Level 3 roll forward that beesreffective for fiscal periods beginning
after December 15, 2010. The adoption of this updat not cause any material changes to the dis@sesn our consolidated financial
statements.

Note 4. Real Estate Properties

As of December 31, 2010, we owned 55 pitiggerepresenting an aggregate investment of $13838We generally lease space in our
properties on a gross lease or modified gross leasis pursuant to fixed term operating leasesiexpbetween 2011 and 2024. These leases
require us to pay all or some property operatingeeses and to provide all or most property managesevices. Approximately $242 was
committed for expenditures relating to approximati89,629 square feet of leases executed during.Z0dmmitted but unspent tenant
related obligations based on executed leases@sagmber 31, 2010 were approximately $3,734.

In January 2010, we acquired an office prgplocated in Lakewood, CO that contains 166 f&tiable square feet. The purchase price
was $28,710, excluding acquisition costs and iriolythe assumption of $10,396 of mortgage debtithadt currently prepayable. We
allocated approximately $2,640 to land, $23,776uilding and improvements, $3,951 to acquired estdte leases, $596 to
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GOVERNMENT PROPERTIES INCOME TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollars in thousands, except per share data)

Note 4. Real Estate Properties (Continued)

acquired real estate lease obligations and a $B88ium to the assumed debt based on the faiesalfithe acquired assets and assumed
liabilities.

In February 2010, we acquired an office amadehouse property located in Landover, MD thataos 266,000 rentable square feet. The
purchase price was $43,650, excluding acquisitasiscand including the assumption of $24,800 oftgagye debt that is not currently
prepayable. We allocated approximately $4,1101d,|1$36,371 to building and improvements, $4,258dguired real estate leases and
$1,090 to acquired real estate lease obligatioasdan the fair values of the acquired assets ssuhzed liabilities.

In April 2010, we acquired two office praopes for an aggregate purchase price of $31,008uding acquisition costs. The first
property is located in Burlington, VT and conta#&609 rentable square feet. We allocated apprdgign&700 to land, $8,417 to building
and improvements, $972 to acquired real estatesemsd $389 to acquired real estate lease obligatiased on the fair values of the acqu
assets and assumed liabilities. The second projsdidgated in Detroit, Ml and contains 55,966 aedai¢ square feet. We allocated
approximately $630 to land, $18,002 to building angrovements and $2,668 to acquired real estasefebased on the fair values of the
acquired assets and assumed liabilities.

In May 2010, we acquired an office propédoiyated in Malden, MA that contains 125,521 relgaguare feet. The purchase price was
$40,500, excluding acquisition costs. We allocateproximately $1,050 to land, $31,086 to buildimg #nprovements and $8,364 to
acquired real estate leases based on the fairsvafitbe acquired assets and assumed liabilities.

In June 2010, we entered 15 purchase dacggeeements with certain subsidiaries of CWHtlerpurchase of 15 properties that contain
approximately 1.9 million rentable square feetdoraggregate purchase price of $231,000, exclwtiggisition costs. In June 2010, we
purchased three of these properties that contaltv38 rentable square feet for an aggregate pwrgirace of $40,380, excluding acquisition
costs. We allocated approximately $2,770 to 1aB@,&76 to building and improvements, $5,621 to aegueal estate leases and $687 to
acquired real estate lease obligations based diaithealue of the acquired assets and assumeiitiegy In July 2010, we acquired five of
these properties that contain 441,284 rentableredeat for an aggregate purchase price of $48@8&9uding acquisition costs. We allocated
approximately $11,275 to land, $35,113 to buildamgl improvements, $2,606 to acquired real estasefeand $655 to acquired real estate
lease obligations based on the fair value of thgiaed assets and assumed liabilities. In Augu$02@e acquired two of these properties
contain 287,406 rentable square feet for an agtgenachase price of $75,316, excluding acquisitiests. We allocated approximately
$31,100 to land, $43,249 to building and improvetsed5,111 to acquired real estate leases and $#iplacquired real estate lease
obligations based on the fair value of the acquareskts and assumed liabilities. In September 20d@cquired the remaining five of these
properties that contain 837,107 rentable squatdde@n aggregate purchase price of $66,965, dkujuacquisition costs. We allocated
approximately $9,390 to land, $48,889 to buildimgl @anprovements, $9,976 to acquired real estaseteand $1,290 to acquired real estate
lease obligations based on the fair value of thpimed assets and assumed liabilities.
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GOVERNMENT PROPERTIES INCOME TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollars in thousands, except per share data)
Note 4. Real Estate Properties (Continued)

In July 2010, we entered into a purchasksate agreement to purchase an office propergtédan Trenton, NJ that contains 266,995
rentable square feet. We completed the purchagesobroperty in December 2010 for $46,050, exalgdicquisition costs. We allocated
approximately $5,000 to land, $38,203 to buildimg &mprovements, $5,775 to acquired real estateteand $2,928 to acquired real estate
lease obligations based on the fair value of thpimed assets and assumed liabilities.

In August 2010, we entered into a purcteasksale agreement to purchase an office propmraitdd in Tampa, FL with 67,917 rentable
square feet. We completed the purchase of thisgotypm October 2010. The purchase price was $03 &%cluding acquisition costs and
including the assumption of $9,755 of mortgage deél allocated approximately $1,100 to land, $13 f67building and improvements,
$1,852 to acquired real estate leases, $77 to @chrgal estate lease obligations and a $1,148ipneto the assumed debt based on the fair
values of the acquired assets and assumed liailiti

In September 2010, we entered into a pwelhad sale agreement to acquire an office profmréged in Quincy, MA that contains
92,549 rentable square feet. We completed the paecbf this property in February 2011 for $14,@0@Juding acquisition costs. As of
December 31, 2010, we had made a refundable depdk& amount of $1,500 in connection with thigaisition, which has been included in
other assets on our consolidated balance sheet.

In November 2010, we entered into a purelzasl sale agreement to acquire two office prageeiti Woodlawn, MD with 182,561
rentable square feet. We completed the purchagesgbroperty in February 2011 for $28,000, exatgdacquisition costs. As of
December 31, 2010, we had made a refundable depdk& amount of $2,820 in connection with thigaisition, which has been included in
other assets on our consolidated balance sheet.

Our future minimum lease payments relatedur properties (excluding real estate tax anérotikpense reimbursements) scheduled to
be received during the current terms of the exgdiimses as of December 31, 2010 are approxim&iely,886 in 2011, $107,428 in 2012,
$81,834 in 2013, $73,095 in 2014, $56,920 in 201b$152,750 thereafter.

Note 5. Related Person Transactions

We have adopted written Governance Guidslimhich address, among other things, the considerand approval of any related person
transactions. Under our Governance Guidelines, @y mot enter into any transaction in which any Teesr executive officer, any member
of the immediate family of any Trustee or executifiécer or any other related person, has or valé a direct or indirect material interest
unless that transaction has been disclosed or kraxlen to our Board of Trustees and our Board o&i&es reviews, authorizes and approves
or ratifies the transaction by the affirmative vofea majority of the disinterested Trustees, @féme disinterested Trustees constitute less
than a quorum. If there are no disinterested Tasstine transaction shall be reviewed, authorinelds@proved or ratified by both (1) the
affirmative vote of a majority of our entire Boawfi Trustees and (2) the affirmative vote of a migjasf our Independent Trustees. Our
Governance Guidelines further provide that, in deieing whether to approve or ratify a transaction; Board of Trustees, or disinterested
Trustees or Independent Trustees, as the case enapdll act
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GOVERNMENT PROPERTIES INCOME TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(dollars in thousands, except per share data)

Note 5. Related Person Transactions (Continued)

in accordance with any applicable provisions of @eclaration of trust, consider all of the releviatts and circumstances, and approve only
those transactions that are fair and reasonahls.téll related person transactions described beleve reviewed and approved or ratified by
a majority of the disinterested Trustees or othsevith accordance with our policies described ablovihe case of any transaction with us in
which any other employee of ours who is subjedunCode of Business Conduct and Ethics and whali®ct of indirect material interest
in the transaction, the employee must seek appfomal an executive officer who has no intereshia inatter for which approval is being
requested.

We have two agreements with RMR to provigeagement and administrative services to us: iadasmanagement agreement and a
property management agreement. One of our Mandgimgiees, Mr. Barry Portnoy, is Chairman and mgjawner of RMR. Our other
Managing Trustee, Mr. Adam Portnoy, the son of Barry Portnoy, is an owner, President, Chief ExeeuDfficer and a Director of RMR.
Additionally, Mr. Barry Portnoy's son-in-law, whse Mr. Adam Portnoy's brother-in-law, is an officdfRMR. Our executive officers are also
officers of RMR. RMR has approximately 650 emplayaad provides management services to other coegpanaddition to us, and an
affiliate of RMR is a registered investment advigtat manages two mutual funds.

Our Board of Trustees has given our Comggms Committee, which is comprised exclusivelyaf Independent Trustees, authority to
act with respect to our management agreementsRitR. The charter of our Compensation Committee ireguhe Committee annually to
review the terms of the agreements, evaluate Rig&t®rmance under the agreements and renew, ateendnate or allow to expire the
management agreements.

The business management agreement proiddesmpensation to RMR at an annual rate equédésum of (a) 0.5% of the historical
cost to CWH of any properties transferred to u€lyH and (b) 0.7% of our cost of any other propsrtie acquire up to and including
$250,000, plus 0.5% of our cost of any additiomaberties in excess of $250,000. In addition, RMBeives an incentive fee based upon
increases in our FFO Per Share, as defined inubiméss management agreement, commencing withsoal year ending December 31,
2010. The incentive fee is paid in our common sharle property management agreement providesdoagement fees equal to 3.0% of
gross rents and construction supervision fees @équab% of construction costs. The aggregate lessimanagement and property
management fees for 2010 were $8,238. The aggrbgaleess management and property managemenofe28d9 were $5,601, which
includes $2,390 of the fees payable to RMR by C\Wai tvere allocated to us by CWH before we becaseparate company. The aggregate
business management and property management fe230® payable to RMR by CWH that were allocatedddy CWH before we became
a separate company were $4,816. No incentive fees @arned by RMR in 2010. Business managemenafeescluded in general and
administrative expenses in our consolidated statésraf income. Property management fees and catistnumanagement fees are included
in other operating expenses or have been capitialégeappropriate, in our consolidated financiaieshents.

RMR also provides internal audit serviaesi$ in return for our pro rata share of the totedrnal audit costs incurred by RMR for us and
other companies managed by RMR and its affiliatésch amounts are subject to determination by cam@ensation Committee. Our Audit
Committee appoints our Director of Internal Audir pro rata share of RMR's costs in providing thisrnal
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Note 5. Related Person Transactions (Continued)

audit function was approximately $211 and $1212f@10 and 2009, respectively. These allocated e@wsts1 addition to the business and
property management fees we paid to RMR. We arergiy responsible for all of our operating expensecluding certain expenses incut
by RMR on our behalf. We are not responsible fgmpant of RMR's employment, office or administratixpenses incurred to provide
management services to us, except for our prostaee of the employment and related expenses of BMioyees who provide on-site
property management services and of the staff greglby RMR who perform our internal audit function.

Both the business management agreemerthamitoperty management agreement automaticalgwéor successive one year terms
unless we or RMR give notice of non-renewal betbeeend of an applicable term. We or RMR may teatdreither agreement upon 60 days
prior written notice and RMR may also terminatdeitagreement upon five business days notice iingergo a change of control, as defi
in the applicable agreement. The current term#hiese agreements expire on December 31, 2011hapdvill automatically renew unless
earlier terminated.

Under our business management agreememRMIR, we acknowledge that RMR manages other bssét including CWH,
Hospitality Properties Trust, or HPT, Senior HogsHroperties Trust, or SNH, TravelCenters of Arreerld_C, or TA and Five Star Quality
Care, Inc., or FVE, and will not be required togamet us with opportunities to invest in properttest are primarily of a type that are within
the investment focus of another business now trérfuture managed by RMR. Under our business nanagt agreement, RMR has agreed
not to present other businesses that it now drérfuture manages with opportunities to investropprties that are majority leased to
government tenants unless our Independent Trusteasdetermined not to invest in the opportunitylRRhas also agreed not to provide
business management services to any other busirsis is principally engaged in the business of mgrmproperties which are majority
leased or occupied to Governmental Authoritiesjefged in the business management agreement,iohate reasonably expected to be
majority leased to Governmental Authorities, withthe consent of our Independent Trustees. Eatiedbusiness management agreement
and the property management agreement also incarbiésation provisions for the resolution of disgs; claims and controversies.

RMR also leases from us approximately 1 gf@are feet of office space for a regional off\t& earned approximately $14 in rental
income from RMR in 2010, which we believe is a coenomlly reasonable rate for such office space.

Pursuant to our business management agréeRIdR may from time to time negotiate on our bBetdth third party vendors and
suppliers for the procurement of services to usp@s of this arrangement, we may enter agreemeithisRMR and other companies to whi
RMR provides management services for the purposétafining more favorable terms from such vendassuppliers.

As part of our annual restricted share grander our share award plan adopted in 200%eoAtwvard Plan, we typically grant restricted
shares to certain employees of RMR, some of whamar executive officers. In 2010, we granted altot 36,950 restricted shares to such
persons, which had an aggregate value of $985 has®dthe closing price of our Shares on the NYBEhe date of grant. One fifth of those
restricted shares vested on the grant date anéiftmeests on each of the next
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Note 5. Related Person Transactions (Continued)

four anniversaries of the grant date. These shamgto RMR employees are in addition to the feepay RMR.

CWH organized us as a 100% owned subsidiafgbruary 2009. In June 2009, we completed BQr pursuant to which we ceased to
be a subsidiary of CWH. In connection with thiseniifig, we and CWH entered the transaction agreem#aith governs our separation from
and relationship with CWH. Pursuant to the trarisachigreement, among other things:

. We agreed to indemnify CWH with respect to anyiligbrelating to any of our Initial Properties,dluding liabilities which
arose before our formation.

. We and CWH agreed that, so long as CWH owns ingsxo&10% of our outstanding Shares, we and CWHgnthe same
manager or we and CWH have any common managingésis(1) CWH will not acquire ownership of propestwhich are
majority leased to government tenants, unless anapf our Independent Trustees who are not alsstees of CWH have
determined not to make the acquisition, (2) we nall acquire ownership of office or industrial peojes which are not
majority leased to government tenants, unless antapf CWH's Independent Trustees who are nai @lsistees of ours have
determined not to make the acquisition, and (3illehave a right of first refusal to purchase arpperty owned by CWH
that CWH determines to divest if the property isrtimajority leased to government tenants, whicht rag first refusal will alsc
apply in the event of an indirect sale of any spidperties resulting from a change of control of EWhe provisions
described in (1) and (2) do not prevent us frontiooimg to own and lease our current propertiegroperties otherwise
acquired by us that cease to be majority leasgd¥ernment tenants following the termination of gmment tenancies; and,
similarly, the provisions described in (1) and 8o do not prohibit CWH from leasing its currenfuature properties to
government tenants.

. We and CWH agreed that certain disputes, claimscanttoversies arising under the transaction agee¢may be referred to
binding arbitration proceedings.

In June 2010, we entered into a seriegdeanents to purchase from CWH 15 properties waiehmajority leased to government
tenants and included approximately 1.9 million aéad square feet. We completed the purchase abaif these properties in 2010 for an
aggregate purchase price of $231,000, excludingisitign costs. These 15 properties were subjettigaight of first refusal CWH granted
us in the transaction agreement described aboweseTpurchase agreements with CWH include arbitrgtiovisions for the resolution of
certain disputes, claims and controversies.

As of February 24, 2011, CWH owned 9,950,600ur Shares, which represented approximatel§?8%bf our outstanding Shares. Both
we and CWH are managed by RMR, and Barry PortndyAatam Portnoy are Managing Trustees of both usGiwH. Adam Portnoy was
also our President from our formation in 2009 udihuary 2011 when David Blackman became our Rnesiddam Portnoy became
President of CWH in January 2011. Also, all of officers and CWH's officers are officers of RMR.adedingly, the purchase and sale
agreements between us and CWH described above wkighentered after we became a separate publiparohwere negotiated and
approved by special committees of each compangedaf trustees, comprised solely of Independeustees who are not also Independent
Trustees of the other party to these agreements.
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Our Independent Trustees also serve astdigeor trustees of other public companies to WiR®/IR provides management services.
Mr. Barry Portnoy serves as a managing directananaging trustee of those companies, including CWT, SNH, FVE and TA, and
Mr. Adam Portnoy serves as a managing trusteeroésaf those companies, including CWH, HPT and SWid.understand that the other
companies to which RMR provides management serailseshave relationships with each other, includinginess and property managern
agreements and lease arrangements. In additiacersfof RMR serve as officers of those companirs Kleifges, our Treasurer and Chief
Financial Officer, also serves as Treasurer an@fChnancial Officer of HPT and is an officer of RMWe understand that further
information regarding those relationships is preddn the applicable periodic reports and proxyesteents filed by those other companies
with the SEC.

We, RMR, CWH, HPT, SNH, FVE and TA eachreutly own 14.29% of AIC, an Indiana insurance camp All of our Trustees and
nearly all of the trustees and directors of theeothlC shareholders currently serve on the boamireictors of AIC. RMR, in addition to bei
a shareholder, provides management and admim&rsdirvices to AIC pursuant to a management andnégtrative services agreement with
AIC. Our Governance Guidelines provide that anyamal transaction between us and AIC shall be wett authorized and approved or
ratified by both the affirmative vote of a majoritf our entire Board of Trustees and the affirmatrote of a majority of our Independent
Trustees. The shareholders agreement among usthtiieshareholders of AIC and AIC includes arhibraprovisions for the resolution of
disputes, claims and controversies.

As of February 24, 2011, we have invested® in AIC since we became an equity owner of AlDecember 2009. We may invest
additional amounts in AIC in the future if the ergn of this insurance business requires additicagital, but we are not obligated to do
For 2010 and 2009, we recognized income (losspDf &nd ($15), respectively, related to our investtin AIC. In 2010, AIC designed a
combination property insurance program for us ahe@roAIC shareholders in which AIC participatedaa®insurer. Out total premiums paid
under this program in 2010 were approximately $4¥B.are currently investigating the possibilitieekpand our insurance relationships
with AIC to include other types of insurance. Bytjapating in this insurance business with RMR &imel other companies to which RMR
provides management services, we expect that weberagfit financially by possibly reducing our ingance expenses or by realizing our pro-
rata share of any profits of this insurance busines

Note 6. Tenant and Credit Concentration

The U.S. Government is responsible for apionately 78.2%, 83.1% and 89.3% of our rental meaas of December 31, 2010, 2009,
2008 respectively. Rental income is the annualizets from our tenants pursuant to signed leases@scember 31, 2010, plus estimated
expense reimbursements; and excludes lease valrtization.
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Note 7. Indebtedness

At December 31, 2010 and 2009, outstanitidgbtedness consisted of the following (dollarthiusands):

December 31, December 31,
2010 2009
Unsecured revolving credit facilit
due in 2013 $ 118,000 $ —
Secured revolving credit facility,
due in 201z — 114,37!
Mortgage note payable, due in
2016 at 6.219 24,80( —

Mortgage note payable, includin

unamortized fair value premiul

of $1,128, due in 2019 at 7.0C 10,85¢ —
Mortgage note payable, includin

unamortized fair value premiul

of $921, due in 2021 at 8.15 10,772 —

$ 164,42t $ 14437!

In April 2009, we entered a $250,000 seduexolving credit facility that was secured byd®ur Properties and was available for
acquisitions, working capital and general businesposes. Interest was calculated at a floatirgylvased upon LIBOR or another specified
index, subject to a floor, plus a spread, or mangimnich varied depending upon our debt leveraget&ktminated the facility in October 2010.

In October 2010, we replaced our initiab@D00 secured revolving credit facility with a $3000 unsecured revolving credit facility, or
our unsecured revolving credit facility. Interesigpon borrowings under the unsecured revolvingitfacility is set at LIBOR plus a spread,
subject to adjustments based on changes to owrsamecured debt ratings. Our unsecured revolsiedit facility matures on October 28,
2013 and, subject to certain conditions and thergey of a fee, we may extend this maturity to Oetd8, 2014. The facility may also be
increased to $1,000,000 under certain conditions.

The weighted average annual interest mtéhese revolving credit facilities was 3.72% &m25% for the years ended December 31,
2010 and 2009, respectively. As of December 3102@%& had $118,000 drawn and $382,000 availahbbe trawn under our unsecured
revolving credit facility.

Our unsecured revolving credit facility @gment contains a number of covenants which resuicability to incur debts in excess of
calculated amounts, restrict our ability to mak&trithutions under certain circumstances and gelgeejuire us to maintain certain financial
ratios. Our unsecured revolving credit facility ypiaes for acceleration of payment of all amountgafide upon the occurrence and
continuation of certain events of default, incluglipon a change of control. We believe we werempuliance with all of these covenants
under our unsecured revolving credit facility agneat as of December 31, 2010.

We assumed three secured mortgage loarmnimection with three of our 2010 acquisitions. @urtgage loans are non-recourse and do
not contain any material financial covenants.
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Note 7. Indebtedness (Continued)

The required principal payments due dutivgnext five years and thereafter under our detstanding as of December 31, 2010 are as
follows:

2011 $ 901
2012 1,152
2013 119,24¢
2014 1,34¢
2015 1,45(
Thereaftel 38,28:

$ 162,37¢

Note 8. Fair Value of Financial Instruments

Our financial instruments include our casld cash equivalents, restricted cash, rents rdaeivdue from affiliates, mortgage notes
payable, accounts payable, due to affiliates, sectevolving credit facility, other accrued expenaad security deposits. At December 31,
2010, the fair values of our financial instrumentye not materially different from their carryinglues, except as follows:

Carrying
Amount Fair Value

Mortgage note payable, due in 2016 a

6.21% $ 24,80( $ 26,88¢
Mortgage note payable, including

unamortized fair value premium of

$1,128, due in 2019 at 7.0C 10,85¢ 10,70°
Mortgage note payable, including

unamortized fair value premium of

$921, due in 2021 at 8.15 10,77: 11,77:

$ 46,42¢ $ 49,36¢

Note 9. Shareholders' Equity
Share Awards

We have Shares available for issuance uhdeierms of the Award Plan. During the years dridecember 31, 2010 and 2009, 36,950
Shares with an aggregate market value of $985@nake of the grant, respectively, and 25,100 Shaith an aggregate market value of
$557 on the date of grant were awarded to oure8iand certain employees of RMR pursuant to this. Al of our trustees were awarded
1,500 Shares in 2010 with an aggregate market w6208 ($42 per Trustee) on the date of the geard 1,250 Shares in 2009 with an
aggregate market value of $138 ($28 per Truste¢h@udate of grant as part of their annual compensarhe Shares awarded to our Trus
vested immediately. The Shares awarded to ouresffiand certain employees of RMR vest in five ahimséallments beginning on the date
of grant. We include the value of awarded Sharegemeral and administrative expenses at the timawards vest. At December 31, 2010,
1,924,200 of our Shares remain available for isseamder the Award Plan.
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Note 9. Shareholders' Equity (Continued)
Distributions

On January 28, 2010 and May 21, 2010 we @&0.40 per Share distribution to our commonedi@ders. On August 13, 2010,
November 19, 2010 and February 23, 2011 we paii4ildper Share distribution to our common sharedis|dan increase of $0.01 per Sh
We funded these distributions using existing cadhrres and borrowings under our revolving creditlities.

Cash distributions per Share paid or acthyeus in 2010 and 2009 were $1.21 and $0.90eotisly. The characterization of our
distributions paid or accrued in 2010 and 2009 9%84% and 100% ordinary income, respectively, a68% and 0.00% return of capital,
respectively.

Share Sales

On January 21, 2010, we sold 9,775,000uofShares at a price of $21.50 per Share, raigiogsgoroceeds of approximately $210,162.
We used net proceeds from this offering to repaguaits outstanding under our then effective secteedlving credit facility and to fund ot
business activities, including some of our acquiss.

On August 11, 2010, we sold 9,200,000 ofShares at a price of $25.00 per share, raisiogsgoroceeds of approximately $230,000.
We used net proceeds from this offering to repaguaits outstanding under our then effective secteedlving credit facility and to fund ot
business activities, including some of our acquiss.

We have no dilutive securities.
Note 10. Selected Quarterly Financial Data (Unaudéd)

The following is a summary of our unauditgdarterly results of operations for 2010 and 2@@8lars in thousands, except per share
amounts):

2010
First Second Third Fourth
Quarter Quarter Quarter Quarter
Rental Income $ 23,35F $ 25,94( $ 30,74¢ $ 36,727
Net income 6,851 7,73¢ 6,66¢ 6,54(
Per Share dati
Weighted average Shares outstanc 29,08« 31,26 36,36¢ 40,50:
Net income $ 022 $ 028 $ 0.1¢ $ 0.1¢
2009
First Second Third Fourth
Quarter Quarter Quarter Quarter
Rental Income $ 19,24. $ 19,40 $ 19,65¢ $ 20,65
Net income 8,512 5,86¢ 6,18¢ 5,41°F
Per Share dati
Weighted average Shares outstanc — 12,38¢ 21,45t 21,48:
Net income $ — $ 047 $ 02¢ $ 0.2¢
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During the fourth quarter of 2010, we paskd two properties for an aggregate purchase @if689,550, excluding acquisition costs
and including the assumption of $9,755 of debt,w@adeplaced our $250,000 secured revolving cfadility with our $500,000 unsecured
revolving credit facility. During the third quartef 2010, we purchased twelve properties for ameggte purchase price of $190,621,
excluding acquisition costs, and we issued 9,2@d@®ur Shares. During the second quarter of 2@&0purchased six properties for an
aggregate purchase price of $111,880, excludingisitign costs. During the first quarter of 201G purchased two properties for an
aggregate purchase price of $72,360, excludingisitign costs, including the assumption of $35,086ebt and we issued 9,775,000 of our
Shares. During 2009, we purchased four propentiearf aggregate purchase price of $89,310, exgugliquisition costs, issued 21,500,000
of our Shares and established our initial $250 @8fured revolving credit facility. The followingola presents our pro forma results of
operations as if these acquisitions and financeiiyities were completed on January 1, 2009. Thisforma data is not necessarily indicative
of what our actual results of operations would hiagen for the periods presented, nor does it reptdébe results of operations for any future
period. Differences could result from, but are limofted to, additional property investments, prdgeyales, changes in interest rates and
changes in our debt or equity capital structure.

For the Year Ended
December 31,

2010 2009
Total Revenue $ 155,71' $ 146,32¢
Net Income 37,63( 35,13¢
Per Share dati

Net Income $ 09 $ 0.87

During the year ended December 31, 20102808, we recognized revenues of $40,470 and $1r88pectively, and operating income
of $26,062 and $785, respectively, arising fronséhacquisitions.
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SCHEDULE 1lI
REAL ESTATE AND ACCUMULATED DEPRECIATION
December 31, 2010

(dollars in thousands)

Initial Cost to Cost Amount Carried at Close of
Company Costs Period
Capitalized Accumulated
Buildings  Subsequent t« Buildings - Original
and and Depreciation Date Construction
Location  State Encumbrances Land Equipment  Acquisition Land Equipment  Total @ @ Acquired Date
Phoenix AZ $ —$ 2681 % 11,53: $ 1,71€ $ 2,72¢ $ 13,20¢ $ 15,937 $ 4,38¢  5/15/9i 1997
Safford AZ — 46C 11,70¢ — 46C 11,70¢  12,16¢ 146 6/16/1( 199z
Tucson AZ — s 2,351 — s 2,351 2,72¢ 24 7/16/1C 199:
Fresnc CA — 7,27¢ 61,11¢ 9 7,271 61,12¢  68,40: 12,79¢  8/29/0: 1971
Sacrament CA — 2,29( 35,89: 104 2,29( 35,99 38,28t 90z 12/17/0¢ 198¢
Sacrament CA — 1,55( 12,26: 12C 1,55( 12,38: 13,93: 307 12/23/0¢ 199:
San Diegc  CA — 5,25( 10,54¢ 131 5,25( 10,68(  15,93( 11C  7/16/AC 1981
San Diegc  CA — 4,26¢ 18,31¢ 80C 4,347 19,03¢ 23,38t 6,57¢  3/31/9i 199¢
San Diegc  CA — 68t 5,53( 423 68t 5,95: 6,63¢ 1,26¢  6/24/0: 198¢€
San Diegc  CA — 2,91¢ 12,45¢ 1,22¢ 2,96¢ 13,63:  16,60( 4,701 3/31/9i 1997
Golden CcoO — 494 152 6,22F 49k 6,37¢ 6,871 1,98¢  3/31/9i 1997
Lakewood CO 10,77: 2,64( 23,77 32C 2,64( 24,097 26,73% 59  1/15/1( 1997
Lakewood CO — 93¢ 9,16( 59¢ 93¢ 9,75¢  10,69¢ 2,15: 10/11/0: 1981
Lakewood CO — 91t 9,10¢ 67C 91t 9,77¢  10,69: 2,13¢  10/11/0: 1981
Lakewood CO — 1,03t 9,271 41€ 1,03¢ 9,68¢  10,72: 1,98¢ 10/11/0: 1981
Washingtor DC —  12,00¢ 51,52¢ 31,77 12,22¢ 83,08(  95,30¢ 29,95.  3/31/9i 199¢
Washingtor DC —  26,00( 25,95¢ 257  26,00( 26,21: 52,21 21€  8/17/1C 198¢
Tampa FL 10,85¢ 1,10C 11,77: — 1,10C 11,77: 12,87: 74  10/15/1( 200¢
Atlanta GA — 1,521 11,82¢ 44 1,521 11,87C 13,39 1,912  7/16/0¢ 197z
Atlanta GA — 1,718 7,64¢ 897 1,718 8,54¢  10,25¢ 1,30¢  7/16/0¢ 1967
Atlanta GA — 37z 3,60( 15¢ 37z 3,75¢ 4,131 61 7/16/0¢ 1967
Atlanta GA — 364 3,521 11€ 364 3,64: 4,007 601  7/16/0¢ 1967
Atlanta GA — 42k 4,11¢ 117 42k 4,23¢ 4,661 69C  7/16/0¢ 1967
Atlanta GA — 1,122 10,86 327 1,122 11,19« 12,31¢ 1,84¢ 7/16/0¢ 1967
Savannal  GA — 95C 2,37¢ — 95C 2,37¢ 3,32¢ 25  7/16/1C 199(C
Arlington
Heights IL — 1,45( 13,16( — 1,45( 13,16(  14,61( 32¢  12/29/0¢ 200z




GOVERNMENT PROPERTIES INCOME TRUST

SCHEDULE Il

REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )

December 31, 2010

(dollars in thousands)

Initial Cost to Cost Amount Carried at Close of
Company Costs Period
Capitalized Accumulated
Buildings  Subsequent Buildings - Original
and to and Depreciation Date  Construction

Location State Encumbrances Land Equipment Acquisition Land Equipment Total @ @ Acquired Date
Kansas City KS — 64C 9,932 1 64C 9,93  10,57¢ 124  6/16/1( 199(
Boston MA — 5,10( 17,29: 19 5,10( 17,31: 22,41 144 8/17/1( 198¢
Malden MA — 1,05( 31,08¢ — 1,05( 31,08¢  32,13¢ 447 5/24/1( 200¢
Stonehan MA — 1,67C 11,03t — 1,67C 11,03t 12,70¢ 13¢€ 6/16/1( 1987
Baltimore ~ MD — 90C 8,097 891 901 8,981 9,88¢ 2,801 10/15/9¢ 198¢
Germantow MD — 2,30t 9,89( 721 2,347 10,56¢  12,91¢ 3,47¢  3/31/9% 199¢
Landover MD 24,80( 4,11( 36,37 — 4,11( 36,371 40,48 75€  2/26/1( 200¢
Riverdale  MD — 6,24( 30,36¢ 59 6,24( 30,427 36,66 19C  9/17/1( 199¢
Rockville MD — 3,251 29,25¢ 3,671 3,24¢ 32,93  36,18( 10,96¢ 2/2/9¢ 198¢€
Detroit MI — 63C 18,00: — 63C 18,00:  18,63: 30C  4/29/1( 200¢
Minneapolis MN — 3,99( 18,18¢ 16 3,99( 18,20:  22,19: 18¢  7/16/1( 198(
Roseville MN — 672 6,04: 1,057 672 7,10z 7,77¢ 2,09 12/1/9¢ 1987
Kansas City MO — 1,44: 6,19: 3,70z 1,78( 9,65¢  11,33¢ 3,02¢  3/31/9% 199t
Nashue NH — 3,00( 14,05: — 3,00( 14,05:  17,05: 46€  8/28/0¢ 1997
Trenton NJ — 5,00( 38,20 — 5,00( 38,20: 43,20 — 12/30/1( 198¢
Albuquerqui NM — 71C 1,651 — 71C 1,651 2,361 17 7116/1( 1984
Buffalo NY — 4,40t 18,89¢ 1,40¢ 4,48t 20,228 24,71( 7,051  3/31/9% 199¢
Oklahoma

City OK — 74C 7,35¢ 53 74C 7,407 8,141 48  9/17/1( 199z
Columbia SC — 65¢ 5,622 41 65¢ 5,66: 6,322 652  5/10/0¢ 198t
Columbia SC — 37C 2,98¢ 6 37C 2,992 3,36: 19 9/17/1( 198z
Columbia SC — 41C 2,53¢ 1 41C 2,53¢ 2,94¢ 16  9/17/1( 198z
Memphis TN — 1,63( 5,64% 208 1,63( 5,85: 7,48: 35  9/17/1( 198t
Waco TX — 2,03( 8,70¢ 571 2,06( 9,24¢  11,30¢ 3,00¢ 12/23/9° 1997
Falls Churcl VA — 3,45¢ 14,82¢ 4,471 3,51¢ 19,23t 22,75¢ 6,672  3/31/9% 199:
Burlington VT — 70C 8,41¢ — 70C 8,41¢ 9,11¢ 157 4/9/1( 200¢
Richland WA — 3,97( 17,03t 834 4,04z 17,797  21,83¢ 6,02:  3/31/9% 199¢
Falling

Waters WV — 90€ 3,88¢ 207 922 4,077 4,99¢ 1,38¢  3/31/9i 199:
Cheyenne WY — 1,91¢ 8,217 1,047 1,95(C 9,22¢ 11,17¢ 3,19( 3/31/97 199t

$ 46,42¢ $ 142,70' $ 769,35 $ 65,43F $ 143,77: $ 833,71¢ $ 977,49: $ 131,04t

@ Excludes value of real estate intangibles. Aggmegast for federal income tax purposes is approdm&$942,825.
@ Depreciation on buildings and improvements is piedi for periods ranging up to 40 years and on eneiy up to 12 years.

S-2




GOVERNMENT PROPERTIES INCOME TRUST

SCHEDULE Il

REAL ESTATE AND ACCUMULATED DEPRECIATION (Continued )

December 31, 2010

(dollars in thousands)

Analysis of the carrying amount of reakb#stproperties and accumulated depreciation:

Balance at December 31, 2C
Additions
Disposals

Balance at December 31, 2C
Additions
Disposals

Balance at December 31, 2C
Additions
Disposals

Balance at December 31, 2C

S-3

Real Estate Accumulated

Properties Depreciation
$ 488,07 $ 87,54f
2,55¢ 12,64
(15€) (15€)
490,47! 100,03«
86,79¢ 13,51(
(517) (517)
576,75 113,02
400,73¢ 18,01¢

$ 977,490 $ 131,04¢




SIGNATURES

Pursuant to the requirements of Sectioari815(d) of the Securities Exchange Act of 1984 registrant has duly caused this report to
be signed on its behalf by the undersigned, théoedmly authorized.

GOVERNMENT PROPERTIES INCOME TRU¥

By: /s DAVID M. BLACKMAN

David M. Blackman
President and Chief Operating Offic

Dated: February 25, 20:

Pursuant to the requirements of the Seeariixchange Act of 1934, this report has beenresidielow by the following persons on bel
of the registrant, in the capacities and on theglatdicated.

Signature Title Date

/s DAVID M. BLACKMAN

President and Chief Operating Officer Febriy2011
David M. Blackmar

Treasurer and Chief Financial Officer
(principal financial officer and
principal

accounting officer

/sl MARK L. KLEIFGES

February 25, 2011
Mark L. Kleifges

/sl ADAM D. PORTNOY

Managing Trustee February 25, 2011
Adam D. Portnoy
/sl BARRY M. PORTNOY
Managing Trustee February 25, 2011
Barry M. Portnoy
/s/ JOHN L. HARRINGTON
Independent Trustee February 25, 2011
John L. Harringtor
/sl BARBARA D. GILMORE
Independent Trustee February 25, 2011
Barbara D. Gilmort
/sl JEFFREY P. SOMERS
Independent Trustee February 25, 2011

Jeffrey P. Somet







Exhibit 8.1
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February 25, 2011

Government Properties Income Trust
Two Newton Place

255 Washington Street, Suite 300
Newton, Massachusetts 024

Ladies and Gentlemen:

The following opinion is furnished to Governmenbperties Income Trust, a Maryland real estate itmvest trust (the “Company”),
to be filed with the Securities and Exchange Comsiois(the “SEC”) as Exhibit 8.1 to the Company’sriial Report on Form 10-K for the
year ended December 31, 2010 (“Form 10-K”) under the Securities Exchange Act 884, as amended.

We have acted as counsel for the Company in colomeeith the preparation of the Form 10-K, and vewédreviewed originals or
copies of such corporate records, such certificaneisstatements of officers of the Company andubfip officials, and such other documents
as we have considered relevant and necessaryén tarurnish the opinion hereinafter set forth.dbing so, we have assumed the
genuineness of all signatures, the legal capatitatural persons, the authenticity of all docursenutbmitted to us as originals, the
conformity to original documents of all documentdmitted to us as copies, and the authenticithefdriginals of such documents.
Specifically, and without limiting the generality the foregoing, we have reviewed: (i) the Compammended and restated declaration of
trust, as amended, and its amended and restataddydnd (ii) the Form 10-K.

The opinion set forth below is based upon the h@dkeRevenue Code of 1986, as amended, the TreRagylations issued
thereunder, published administrative interpretatitirereof, and judicial decisions with respectétmrall as of the date hereof (collectively,
“Tax Laws”"), and upon the Employee Retirement Ineddecurity Act of 1974, as amended, the Departofelshbor regulations issued
thereunder, published administrative interpretatitivereof, and judicial decisions with respectétrall as of the date hereof (collectively,
“ERISA Laws”). No assurance can be given that Taws or ERISA Laws will not change. In preparihg tiscussions with respect to Tax
Laws matters and ERISA Laws matters in the sectidiiem 1 of the Form 10-K captioned “Federal ImmTax Considerations” and
“ERISA Plans, Keogh Plans and Individual Retirem&atounts”, we have made certain
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assumptions therein and expressed certain conslitiod qualifications therein, all of which assumipsi, conditions and qualifications are
incorporated herein by reference. With respeetltquestions of fact on which our opinion is based have assumed the initial and
continuing truth, accuracy and completeness ¢fthé information set forth in the Form 10-K andhe exhibits thereto; and

(i) representations made to us by officers of@menpany or contained in the Form 10-K and in theilits thereto, in each such instance
without regard to qualifications such as “to thetdeowledge of” or “in the belief of”. We havetrindependently verified such information.

We have relied upon, but not independently verjfted foregoing assumptions. If any of the foregaassumptions are inaccurate
incomplete for any reason, or if the transactioescdbed in the Form 10-K or the exhibits thereagehbeen consummated in a manner that is
inconsistent with the manner contemplated thein opinion as expressed below may be adversetgtafi and may not be relied upon.

Based upon and subject to the foregoing, we atieeobpinion that the discussions with respect to Daws matters and ERISA La
matters in the sections of Item 1 of the Form 10altioned “Federal Income Tax Considerations” daRISA Plans, Keogh Plans and
Individual Retirement Accounts” in all material pests are accurate and fairly summarize the Taxsliasues and the ERISA Laws issues
addressed therein, and hereby confirm that theaprof counsel referred to in said sections represur opinions on the subject matter
thereof.

Our opinion above is limited to the matters speaify covered hereby, and we have not been askaddess, nor have we
addressed, any other matters or any other transactiFurther, we disclaim any undertaking to aslyisu of any subsequent changes of the
matters stated, represented or assumed hereiry @ubsequent changes in Tax Laws or ERISA Laws.

This opinion is intended solely for the benefit arsg of the Company, and is not to be used, redleaseted, or relied upon by
anyone else for any purpose (other than as reghirdaiw) without our prior written consent. We &y consent to the filing of a copy of this
opinion as an exhibit to the Form 10-K, which isarporated by reference in the Company’s Registnaiitatement on Form S-3 (File
No. 33:-167982) under the Securities Act of 1933, as ameérfthe “Act”), and to the references to our fimthe Form 10-K and such
Registration Statement. In giving such consentdweot thereby admit that we come within the cate@f persons whose consent is
required under Section 7 of the Act or under thesrand regulations of the SEC promulgated thereund

Very truly yours,

/s/ Sullivan & Worcester LLP
SULLIVAN & WORCESTER LLP




GOVERNMENT PROPERTIES INCOME TRUST
SUBSIDIARIES OF THE REGISTRANT

Government Properties Income Trust LLC—(Delaware)
GPT Properties Trust—(Maryland)

3300 75" Avenue LLC—(Delaware)

GPT Properties LLC—(Delaware)

GPT Realty Trust (Nominee Trust)—(Massachusetts)
GOV Grand Oak Properties Trust—(Maryland)

GOV Lakewood Properties Trust—(Maryland)

GOV TRS, Inc.—(Maryland)

One State Street Square Urban Renewal L.L.C.—(N=8ey)
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EXHIBIT 23.1
Consent of Independent Registered Public Accountingirm

We consent to the incorporation by refeecincthe Registration Statement (Form S-3 No. 338982) of Government Properties Income
Trust and in the related Prospectus of our reptated February 25, 2011, with respect to the caseield financial statements and schedu
Government Properties Income Trust, and the effestiss of internal control over financial reportafgsovernment Properties Income Tr
included in this Annual Report (Form 10-K) for thear ended December 31, 2010.

/sl Ernst & Young LLF

Boston, Massachusetts
February 25, 2011
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EXHIBIT 31.1
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-14 (a) AND 15d-14(a)
[, Barry M. Portnoy, certify that:
1. | have reviewed this annual report on Form 10-Ksoizernment Properties Income Trust;
2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or om#itéde a material fact necessary to

make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd have:

(@) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsbsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingpared;

(b) Designed such internal control over financial réipar, or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting principles

(c) Evaluated the effectiveness of the registrantaalisire controls and procedures and presentedsimeport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

(d) Disclosed in this report any change in the regigtsanternal control over financial reporting tliaturred during the
registrant's most recent fiscal quarter (the regiss fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant's internal control over finahcéporting; and

5. The registrant's other certifying officer(s) andalve disclosed, based on our most recent evaluatimnernal control over financial
reporting, to the registrant's auditors and thatauainmittee of the registrant's board of direci@spersons performing the equivalent
functions):

(@  All significant deficiencies and material weaknessethe design or operation of internal contradrofmancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize apdrt financial information;
and

(b)  Any fraud, whether or not material, that involvearmagement or other employees who have a significéain the registrant's
internal control over financial reporting.

Date: February 25, 2011 /sl BARRY M. PORTNOY

Barry M. Portnoy
Managing Truste:
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EXHIBIT 31.2
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-14 (a) AND 15d-14(a)
I, Adam D. Portnoy, certify that:
1. | have reviewed this annual report on Form 10-Ksoizernment Properties Income Trust;
2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or om#itéde a material fact necessary to

make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd have:

(@) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsbsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingpared;

(b) Designed such internal control over financial réipar, or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting principles

(c) Evaluated the effectiveness of the registrantaalisire controls and procedures and presentedsimeport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

(d) Disclosed in this report any change in the regigtsanternal control over financial reporting tliaturred during the
registrant's most recent fiscal quarter (the regiss fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant's internal control over finahcéporting; and

5. The registrant's other certifying officer(s) andalve disclosed, based on our most recent evaluatimnernal control over financial
reporting, to the registrant's auditors and thatauainmittee of the registrant's board of direci@spersons performing the equivalent
functions):

(@  All significant deficiencies and material weaknessethe design or operation of internal contradrofmancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize apdrt financial information;
and

(b)  Any fraud, whether or not material, that involvearmagement or other employees who have a significéain the registrant's
internal control over financial reporting.

Date: February 25, 2011 /s/ ADAM D. PORTNOY

Adam D. Portnoy
Managing Truste:
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EXHIBIT 31.3
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-14 (a) AND 15d-14(a)
[, David M. Blackman, certify that:
1. | have reviewed this annual report on Form 10-Ksoizernment Properties Income Trust;
2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or om#itéde a material fact necessary to

make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd have:

(@) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsbsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingpared;

(b) Designed such internal control over financial réipar, or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting principles

(c) Evaluated the effectiveness of the registrantaalisire controls and procedures and presentedsimeport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

(d) Disclosed in this report any change in the regigtsanternal control over financial reporting tliaturred during the
registrant's most recent fiscal quarter (the regiss fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant's internal control over finahcéporting; and

5. The registrant's other certifying officer(s) andalve disclosed, based on our most recent evaluatimnernal control over financial
reporting, to the registrant's auditors and thatauainmittee of the registrant's board of direci@spersons performing the equivalent
functions):

(@  All significant deficiencies and material weaknessethe design or operation of internal contradrofmancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize apdrt financial information;
and

(b)  Any fraud, whether or not material, that involvearmagement or other employees who have a significéain the registrant's
internal control over financial reporting.

Date: February 25, 2011 /s!/ DAVID M. BLACKMAN

David M. Blackman
President and Chief Operating Offic
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EXHIBIT 31.4
CERTIFICATION PURSUANT TO EXCHANGE ACT RULES 13a-14 (a) AND 15d-14(a)
I, Mark L. Kleifges, certify that:
1. | have reviewed this annual report on Form 10-Ksoizernment Properties Income Trust;
2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or om#itéde a material fact necessary to

make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd have:

(@) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsbsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingpared;

(b) Designed such internal control over financial réipar, or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting principles

(c) Evaluated the effectiveness of the registrantaalisire controls and procedures and presentedsimeport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

(d) Disclosed in this report any change in the regigtsanternal control over financial reporting tliaturred during the
registrant's most recent fiscal quarter (the regiss fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant's internal control over finahcéporting; and

5. The registrant's other certifying officer(s) andalve disclosed, based on our most recent evaluatimnernal control over financial
reporting, to the registrant's auditors and thatauainmittee of the registrant's board of direci@spersons performing the equivalent
functions):

(@  All significant deficiencies and material weaknessethe design or operation of internal contradrofmancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize apdrt financial information;
and

(b)  Any fraud, whether or not material, that involvearmagement or other employees who have a significéain the registrant's
internal control over financial reporting.

Date: February 25, 2011 /sl MARK L. KLEIFGES

Mark L. Kleifges
Treasurer and Chief Financial Offic
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EXHIBIT 32.1

Certification Pursuant to 18 U.S.C. Sec. 1350
(Section 906 of the Sarbanes—Oxley Act of 2002)

In connection with the filing by Governmétroperties Income Trust (the "Company") of the BaidrReport on Form 10-K for the year
ended December 31, 2010 (the "Report"), each ofititkersigned hereby certifies, to the best of hskedge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities ExchangeoA 1934, and

2. The information contained in the Report fairly @ets, in all material respects, the financial ctodiand results of operations
of the Company.

/sl BARRY M. PORTNOY /s/ DAVID M. BLACKMAN

Barry M. Portnoy David M. Blackman

Managing Truste: President and Chief Operating Offic
/s/ ADAM D. PORTNOY /sl MARK L. KLEIFGES

Adam D. Portnoy Mark L. Kleifges

Managing Truste: Treasurer and Chief Financial Offic

Date: February 25, 2011




QuickLinks
EXHIBIT 32.1

Certification Pursuant to 18 U.S.C. Sec. 1350 (8pAQ06 of the Sarban—Oxley Act of 2002



