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FORWARD-LOOKING STATEMENTS

This Form 10-K contains "forward-looking" statements, as defined in the Private Securities Litigation Reform Act of 1995, that are based on our current expectations,
estimates and projections about future events and financial trends affecting the financial condition of our business. Statements that are not historical facts, including statements
about our beliefs and expectations, are forward-looking statements. These statements are not guarantees of future performance, events or results and involve potential risks and
uncertainties. Accordingly, actual results may differ materially from those addressed in the forward-looking statements. We undertake no obligation to publicly update forward-
looking statements, whether as a result of new information, future events or otherwise.

Important factors that may affect these expectations, estimates or projections include, but are not limited to: our ability to borrow on favorable terms; general economic and
business conditions, which will, among other things, affect office property demand and rents, tenant creditworthiness, interest rates and financing availability; adverse changes
in the real estate markets including, among other things, increased competition with other companies; risks of real estate acquisition and development; governmental actions and
initiatives and environmental requirements. For further information on factors that could impact the company and the statements contained herein, you should refer to the "Risk
Factors" section.

PART I
Item 1. Business

OUR COMPANY

General. We are a fully-integrated and self-managed real estate investment trust ("REIT") that focuses principally on the ownership, management, leasing, acquisition
and development of suburban office properties located in select submarkets in the Mid-Atlantic region of the United States. As of December 31, 2001, we:

. owned 98 office properties in Maryland, Pennsylvania, New Jersey and Virginia containing approximately 7.8 million rentable square feet (including two
properties owned through joint ventures) plus developable land;

. achieved a 96% occupancy rate on our properties; and

. had construction underway on six new buildings totaling 532,000 square feet that were 54.9% pre-leased (excluding the construction activities of two joint
ventures).

We conduct almost all of our operations through our operating partnership, Corporate Office Properties, L.P. (the "Operating Partnerhship"), a Delaware limited
partnership, for which we are the managing general partner. Our Operating Partnership owns real estate both directly and through subsidiaries. The Operating Partnership also
owns Corporate Office Management, Inc. ("COMI") (together with its subsidiaries defined as the "Service Companies"). COMI has three subsidiaries: Corporate Realty
Management, LLC ("CRM"), Corporate Development Services, LLC ("CDS") and Martin G. Knott and Associates, LLC ("MGK"). CRM manages our properties and also
provides corporate facilities management for select third parties. CDS provides construction and development services predominantly to us. MGK provides heating and air
conditioning installation, maintenance and repair services. COMI owns 100% of CRM and CDS and 80% of MGK.

Interests in our Operating Partnership are in the form of Common and Preferred Units. As of December 31, 2001, we owned approximately 66% of the outstanding
Common Units and approximately 81% of the outstanding Preferred Units. The remaining Common and Preferred Units in our Operating Partnership were owned by third
parties, which included certain of our officers and Trustees.

We believe that we are organized and have operated in a manner that permits us to satisfy the requirements for taxation as a REIT under the Internal Revenue Code of
1986, as amended, and we intend to continue to operate in such a manner. If we qualify for taxation as a REIT, we generally will not be subject to Federal income tax on our
taxable income that is distributed to our shareholders. A REIT is subject to a number of organizational and operational requirements, including a requirement that it currently
distribute to its shareholders at least 90% of its annual taxable income (excluding net capital gains).

Our executive offices are located at 8815 Centre Park Drive, Suite 400, Columbia, Maryland 21045 and our telephone number is (410) 730-9092.
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Significant 2001 Developments

During 2001, we acquired 14 suburban office properties. A summary of these acquisitions follows (dollars in thousands):



Total

Date of Number of Rentable
Acquisition Buildings Square Feet Initial Cost
Project Name Location
State Farm Properties) Columbia, MD 5/14/01 3 141,530 15,502
Airport Square Partners Properties®) Linthicum, MD 7/2/01 5 314,594 33,858
Airport Square I Linthicum, MD 8/3/01 1 97,161 11,479
Gateway 63 Properties Columbia, MD 8/30/01 4 187,132 23,866
Washington Technology Park®) Chantilly, VA 11/30/01 1 470,406 58,968

(@) Includes a 30,855 square foot office building undergoing redevelopment.

2 On March 7, 2001, we acquired a 40% interest in Airport Square Partners, LLC. On March 21, 2001, this joint venture acquired five office buildings for $33,617. We
accounted for this investment using the equity method of accounting until July 2, 2001, when we acquired the remaining 60% interest in Airport Square Partners, LLC.
The amount reported on the table above is the recorded cost of the five office buildings upon completion of these transactions.

3) Includes a contiguous 17 acre land parcel for future development.

During 2001, we also acquired three parcels of land that are contiguous to certain of our operating properties.
During 2001, we completed the construction of one office building totaling 78,460 square feet located in Columbia, Maryland. Costs incurred on this building through
December 31, 2001 totaled $13.5 million. As of December 31, 2001, we had construction underway on six new buildings and investments in joint ventures constructing two

additional new buildings.

We sold one property during 2001 for $11.5 million, generating net proceeds after property level debt repayments and transaction costs of $3.8 million. This building was
located in Cranbury, New Jersey.

A summary of our significant financing activities during 2001 follows:

. we raised approximately $11.9 million from the sale of 544,000 4.00% Series D Cumulative Convertible Redeemable Preferred Shares of beneficial interest (the
"Series D Preferred Shares") to a private investor in January 2001;

. we raised approximately $26.9 million from the sale of 1,150,000 10.25% Series E Cumulative Redeemable Preferred Shares of beneficial interest (the "Series E
Preferred Shares") through an underwritten public offering in April 2001;

. we raised approximately $33.6 million from the sale of 1,425,000 9.875% Series F Cumulative Redeemable Preferred Shares of beneficial interest (the "Series F
Preferred Shares") through an underwritten public offering in September 2001;

. we received $244.1 million in borrowings from new mortgage loans, including six fixed-rate, long-term mortgage loans totaling approximately $129.4 million
that bear interest at a weighted average interest rate of 7.4% and have a weighted average term of 7.1 years; and

. we increased our existing secured credit facility (the "Revolving Credit Facility") to $125.0 million and extended its maturity three years through March 2004.
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Subsequent Event

In March 2002, we completed the sale of 10,961,000 of our Common Shares of beneficial interest (the "Common Shares") to the public at a price of $12.04 per share;
Constellation Real Estate, Inc. ("Constellation") was the owner of 8,876,172 of these shares and 2,084,828 of these shares were new issues. With the completion of this
transaction, Constellation, which had owned 42% of our Common Shares, is no longer a shareholder. We contributed the net proceeds from the newly-issued shares to our
Operating Partnership in exchange for 2,084,828 Common Units. The Operating Partnership used most of the proceeds to pay down our Revolving Credit Facility.

In March 2002, we also further increased our Revolving Credit Facility from $125.0 million to $150.0 million.
Corporate Objectives and Strategies

Our primary objectives are to achieve sustainable long-term growth in funds from operations per share and to maximize long-term shareholder value. We seek to achieve
these objectives through focusing on the ownership, management, leasing, acquisition and development of suburban office properties. Important elements of our strategy are set
forth below:

Geographic Focus. We focus on operating in select, demographically strong and growing submarkets, primarily within the Mid-Atlantic region. By concentrating our
operations in this region and other selected regions, we believe that we have achieved the critical mass necessary to maximize management efficiencies, operating synergies and
competitive advantages through our acquisition, property management and development programs. By focusing within selected regions where our management has extensive
experience and market knowledge, we believe that we can achieve regional prominence that will lead to better operating results.

Office Park Focus. We focus on owning and operating properties located in established suburban corporate office parks. We believe the suburban office park
environment generally attracts longer-term tenants, including high-quality corporations seeking to attract and retain quality work forces, because these parks are typically
situated along major transportation routes with easy access to support services, amenities and residential communities.

Corporate Tenants. To enhance the stability of our cash flow, we typically structure our leases with terms ranging from three to ten years. We focus on leasing to large,
high-quality corporations with significant space requirements. We believe this strategy enables us to establish long-term relationships with quality tenants and, coupled with our
geographic and submarket focus, enhances our ability to become the low-cost provider and the landlord of choice in our targeted markets.

Acquisition Strategies. We actively pursue the acquisition of suburban office properties through a three-part acquisition strategy. This strategy includes targeting:
(i) entity acquisitions of significant portfolios along with their management to establish prominent ownership positions in new neighboring regions and enhance our
management infrastructure; (ii) portfolio purchases to enhance our existing submarket positions as well as enter selective new neighboring regions; and (iii) opportunistic
acquisitions of individual properties in our existing regions. We seek to make acquisitions at attractive yields and below replacement costs. We also seek to increase cash flow
and enhance the underlying value of each acquisition through repositioning the properties and capitalizing on existing below market leases and expansion opportunities.

Property Development Strategies. 'We balance our acquisition program through selective development and expansion of suburban office properties as market conditions
and leasing opportunities support favorable risk-adjusted returns. We pursue development opportunities principally in response to the needs of existing and prospective new
tenants. We develop sites that are in close proximity to our existing properties. We believe developing such sites enhances our ability to effectively meet tenant needs and
efficiently provide critical tenant services.



Tenant Services. We seek to capitalize on our geographic focus and critical mass of properties in our core regions by providing high level, comprehensive services to our
tenants. We conduct our tenant services activities through our subsidiary, COMI. We believe that providing such services is an integral part of our ability to achieve consistently
high levels of tenant satisfaction and retention.

Internal Growth Strategies. We aggressively manage our portfolio to maximize the operating performance of each property through: (i) proactive property management
and leasing, (ii) achieving operating efficiencies through increasing economies of scale, (iii) renewing tenant leases and re-tenanting at increased rents where market conditions
permit, and (iv) expanding our tenant and real estate service capabilities. These strategies are designed to promote tenant satisfaction, resulting in higher tenant retention and the
attraction of new tenants.

Financing Policy

We pursue a capitalization strategy aimed at maintaining a flexible capital structure in order to facilitate consistent growth and performance through all real estate and
economic market conditions. Key components of our policy include:

Debt Strategy. We primarily utilize property-level mortgage debt as opposed to corporate unsecured debt. We believe the commercial mortgage debt market is a more
mature and generally a more stable market for real estate companies, which provides us with greater access to capital on a more consistent basis and, generally, on more
favorable terms. Additionally, we seek to utilize long-term, fixed-rate debt, which we believe enhances the stability of our cash flow. On a consolidated basis, we seek to
maintain a minimum debt service coverage ratio of 1.6x, which we believe is generally consistent with the current minimum investment grade requirement for mortgages
securing commercial real estate. We believe this ratio is appropriate for a seasoned portfolio of suburban office buildings. However, despite our current intention to maintain
this policy, we are not obligated to do so and we may change this policy without shareholder consent.

Equity Strategy. We seek to maximize the benefits of our Operating Partnership's organizational structure by emphasizing the issuance of units in our Operating
Partnership as an equity source to finance our property acquisition program. This strategy provides prospective property sellers the ability to defer taxable gains by receiving our
units in lieu of cash and reduces the need for us to access the equity and debt markets.

Mortgage Loans Payable

For information relating to future maturities of our mortgage loans payable, you should refer to the "Management's Discussion and Analysis of Financial Condition and
Results of Operations" and Note 8 to the Consolidated Financial Statements included in Exhibit 13.1 to this Form 10-K which is incorporated herein by reference.

Industry Segments

We operate in one industry segment: suburban office real estate. Our suburban office real estate operations have five geographical segments all located in the Mid-Atlantic
region of the United States: Baltimore/Washington Corridor, Greater Philadelphia, Northern/Central New Jersey, Greater Harrisburg and Northern Virginia. For information
relating to these segments, you should refer to Note 14 of our Consolidated Financial Statements included in Exhibit 13.1 to this Form 10-K which is incorporated herein by
reference.
Employees

We employed 157 persons as of December 31, 2001. We believe that our relations with employees are good.
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Competition

The commercial real estate market is highly competitive. Numerous commercial properties compete for tenants with our properties and our competitors are building
additional properties in the markets in which our properties are located. Some of these competing properties may be newer or have more desirable locations than our properties.
If the market does not absorb newly constructed space, market vacancies will increase and market rents may decline. As a result, we may have difficulty leasing space at our
properties and may be forced to lower the rents we charge on leases to compete effectively.

We also compete for the purchase of commercial property with many entities, including other publicly-traded commercial REITs. Many of our competitors have
substantially greater financial resources than ours. In addition, our competitors may be willing to accept lower returns on their investments. If our competitors prevent us from
buying properties that we have targeted for acquisition, we may not be able to meet our property acquisition and development goals.

RISK FACTORS

Set forth below are certain risks relating to our business and the ownership of our securities. The risks described below are not all the risks that we face. You should
consider all of the information in this Form 10-K and its Exhibits, including Exhibit 13.1 which sets forth portions of the Annual Report of Corporate Office Properties Trust as
of and for the year ended December 31, 2001.

We may suffer adverse consequences as a result of our reliance on rental revenues for our income. We earn income from renting our properties. Our operating
costs do not necessarily fluctuate in relation to changes in our rental revenue. This means our costs will not necessarily decline even if our revenues do. Also, our operating
costs may increase while our revenues do not.

For new tenants or upon lease expiration for existing tenants, we generally must make improvements and pay other tenant-related costs for which we may not receive
increased rents. We also make building-related capital improvements for which tenants may not reimburse us.

If our properties do not generate income sufficient to meet our operating expenses and capital costs, we may have to borrow additional amounts to cover these costs. In
such circumstances, we would likely have lower profits or possibly incur losses. We may also find in such circumstances that we are unable to borrow to cover such costs.
Moreover, there may be less or no cash available for distributions to our shareholders.

Adverse developments concerning some of our key tenants could have a negative impact on our revenue. As of December 31, 2001, ten tenants accounted for
41.8% of our total annualized rental revenue. Three of these tenants accounted for approximately 24.2% of our total annualized rental revenue. Our largest tenant is the United
States Federal government, two agencies of which lease space in 14 of our office properties. These leases represented approximately 12.1% of our total annualized rental
revenue as of December 31, 2001. Generally, these government leases provide for one-year terms or provide for early termination rights. The government may terminate its



leases if, among other reasons, the Congress of the United States fails to provide funding. The Congress of the United States has appropriated funds for these leases through
September 2002. Our second largest tenant, AT&T Local Services, which combined with its affiliates represented 6.4% of our total annualized rental revenue as of
December 31, 2001, occupies space in five of our properties. The third largest tenant, Unisys Corporation, represented 5.7% of our total annualized rental revenue as of
December 31, 2001, occupying space in three of our properties. If any of our three largest tenants fail to make rental payments to us, or if the Federal government elects to
terminate several of its leases and the space cannot be re-leased on satisfactory terms, our financial performance and ability to make expected distributions to shareholders
would be materially adversely affected.

We rely on the ability of our tenants to pay rent, and would be harmed by their inability to do so. Our performance depends on the ability of our tenants to fulfill
their lease obligations by paying their rental payments in a timely manner. As previously discussed, we also rely on a few major tenants for a large percentage of our total rental
revenue. If one of our major tenants or a number of our smaller tenants were to experience financial difficulties, including bankruptcy, insolvency or general downturn of
business, our financial performance and ability to make expected distributions to shareholders could be materially adversely affected.

Our properties are geographically concentrated in the Mid-Atlantic region, particularly in the Baltimore/Washington Corridor, and we may therefore suffer
economic harm as a result of adverse conditions in that region. All of our properties are located in the Mid-Atlantic region of the United States, and as of December 31,
2001, our properties located in the Baltimore/Washington Corridor accounted for 65.1% of our annualized rental revenue. Consequently, we do not have a broad geographic
distribution of our properties. As a result, a decline in the real estate market or economic conditions generally in the Mid-Atlantic region, and particularly in the
Baltimore/Washington Corridor, could have a materially adverse effect on our operations and financial position.

We would suffer economic harm if we are unable to renew our leases on favorable terms. When leases expire for our properties, our tenants may not renew or may
renew on terms less favorable to us than the terms of the original lease. As of December 31, 2001, our percentage of total annualized rental revenue subject to scheduled lease
expirations for the next five calendar years were:

2002 13.6%
2003 10.9%
2004 12.6%
2005 11.2%
2006 9.4%

Our government leases generally provide for early termination rights; the percentages reported above assume no exercise of such early termination rights.

If a tenant leaves, we can expect to incur a vacancy for some period of time as well as higher capital costs than if a tenant renews. In either case, our financial performance
and ability to make expected distributions to our shareholders could be adversely affected.

We may not be able to compete successfully with other entities that operate in our industry. The commercial real estate market is highly competitive. Numerous
commercial properties compete for tenants with our properties, and our competitors are building additional properties in the markets in which our properties are located. Some
of these competing properties may be newer or have more desirable locations than our properties. If the market does not absorb newly constructed space, market vacancies will
increase and market rents may decline. As a result, we may have difficulty leasing space at our properties and we may be forced to lower the rents we charge on new leases to
compete effectively, which would adversely affect our financial performance.

Our business strategy includes the acquisition of properties, which may be hindered by various circumstances. We compete for the purchase of commercial
property with many entities, including other publicly traded commercial REITs. Many of our competitors have substantially greater financial resources than ours. In addition,
our competitors may be willing to accept lower returns on their investments. If our competitors prevent us from buying the properties that we have targeted for acquisition, we
may not be able to meet our property acquisition and development goals. We may incur costs on unsuccessful acquisitions that we will not be able to recover. The operating
performance of our property acquisitions may also fall short of our expectations, which could adversely affect our financial performance.
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We may be unable to execute on our plans to develop and construct additional properties. Although the majority of our investments are in currently leased
properties, we also develop and construct properties, including some which are not fully pre-leased. When we develop and construct properties, we run the risks that actual costs
will exceed our budgets, that we will experience construction or development delays and that projected leasing will not occur, all of which could adversely affect our financial
performance and ability to make expected distributions to our shareholders. In addition, we generally do not obtain construction financing commitments until the development
stage of a project is complete and construction is about to commence. We may find that we are unable to obtain financing needed to continue with the construction activities for
such projects.

We may suffer economic harm as a result of the actions of our joint venture partners. We invest in certain entities where we are not the exclusive investor or
principal decision maker. Aside from our inability to unilaterally control the operations of these joint ventures, our investments entail the additional risks that: (i) the other
parties to these investments may not fulfill their financial obligations as investors; and (ii) the other parties to these investments may take actions that are inconsistent with our
objectives.

We are subject to possible environmental liabilities. We are subject to various Federal, state and local environmental laws. These laws can impose liability on property
owners or operators for the costs of removal or remediation of hazardous substances released on a property, even if the property owner was not responsible for the release of the
hazardous substances. Costs resulting from environmental liability could be substantial. The presence of hazardous substances on our properties may also adversely affect
occupancy and our ability to sell or borrow against those properties. In addition to the costs of government claims under environmental laws, private plaintiffs may bring claims
for personal injury or similar reasons. Various laws also impose liability for the costs of removal or remediation of hazardous substances at the disposal or treatment facility.
Anyone who arranges for the disposal or treatment of hazardous substances at such a facility is potentially liable under such laws. These laws often impose liability whether or
not the facility is or ever was owned or operated by such person.

Real estate investments are illiquid, and we may not be able to sell our properties on a timely basis when we determine it is appropriate to do so. Equity real
estate investments like our properties are relatively difficult to sell and convert to cash quickly, especially if market conditions are depressed. Such illiquidity will tend to limit
our ability to vary our portfolio of properties promptly in response to changes in economic or other conditions. The Internal Revenue Code imposes certain penalties on a REIT
that sells property held for less than four years. In addition, for certain of our properties that we acquired by issuing units in our Operating Partnership, we are restricted from
entering into transactions (such as the sale or refinancing of the acquired property) that will result in a taxable gain to the sellers without the consent of the sellers. Due to all of
these factors, we may be unable to sell a property at an advantageous time.

We are subject to other possible liabilities that would adversely affect our financial position and cash flows. Our properties may be subject to other risks related to
current or future laws including laws benefiting disabled persons, and other state or local zoning, construction or other regulations. These laws may require significant property
modifications in the future for which we may not have budgeted and could result in fines being levied against us. In addition, although we believe that we adequately insure our



properties, we are subject to the risk that our insurance may not cover all of the costs to restore a property that is damaged by a fire or other catastrophic events, including acts of
war. The occurrence of any of these events could adversely impact our financial position, cash flows and ability to make distributions to our shareholders.

As a result of the September 11, 2001 terrorist attacks, we may be subject to increased costs of insurance and limitations on coverage. Our portfolio of properties
is insured for losses under our property, casualty and umbrella insurance policies through September 2002. Due largely to the terrorist
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attacks on September 11, 2001, the insurance industry is reportedly changing its risk assessment approach and cost structure. In addition, the fact that agencies of the United
States government are tenants in a number of our buildings increases the risk profile of those buildings and other buildings that we own near those buildings. These changes in
the insurance industry may increase the cost of insuring our properties, may decrease the scope of insurance coverage and may adversely affect our operating results.

We may suffer adverse effects as a result of the indebtedness that we carry and the terms and covenants that relate to this debt. Our strategy is to operate with
higher debt levels than most other REITs. However, these high debt levels could make it difficult to obtain additional financing when required and could also make us more
vulnerable to an economic downturn. Most of our properties have been mortgaged to collateralize indebtedness. In addition, we will rely on borrowings to fund some or all of
the costs of new property acquisitions, construction and development activities and other items. Our organizational documents do not limit the amount of indebtedness that we
may incur.

As of December 31, 2001, our total outstanding debt was $573.3 million. We compute our total market capitalization based on the sum of the following:

. total debt;

. value of our outstanding Common Shares (based on our Common Shares closing market price);

. value of common units in our Operating Partnership not owned by us (based on our Common Shares closing market price);
. liquidation value of our outstanding preferred shares; and

. liquidation value of preferred units in our Operating Partnership not owned by us.

Our total market capitalization was $1,067 million and our debt to total market capitalization ratio was 53.7% at December 31, 2001.

Payments of principal and interest on our debt may leave us with insufficient cash to operate our properties or pay distributions to our shareholders required to maintain our
qualification as a REIT. We are also subject to the risks that:

. we may not be able to refinance our existing indebtedness, or refinance on terms as favorable as the terms of our existing indebtedness;

. certain debt agreements of our Operating Partnership could restrict the ability of our Operating Partnership to make cash distributions to us, which could result in
reduced distributions to our shareholders or the need to incur additional debt to fund these distributions; and

. if we are unable to pay our debt service on time or are unable to comply with restrictive financial covenants appearing in certain of our mortgage loans, our
lenders could foreclose on our properties securing such debt and in some cases other properties and assets which we own.

A number of our loans are cross-collateralized, which means that separate groups of properties from our portfolio secure each of these loans. More importantly, almost all
of our loans are cross-defaulted, which means that failure to pay interest or principal on any of our loans will create a default on certain of our other loans. Any foreclosure of
our properties would result in loss of income and asset value which would negatively affect our financial condition and results of operations. In addition, if we are in default and
the value of the properties securing a loan is less than the loan balance, the lender may require payment from our other assets.

If short term interest rates were to rise, our debt service payments would increase, which would lower our net income and could decrease our distributions to our
shareholders. As of December 31, 2001, we had one interest rate swap agreement with Deutsche Banc Alex. Brown and one interest rate
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cap agreement with Bear Stearns Capital Markets, Inc. to reduce the impact of interest rate changes. Decreases in interest rates would result in increased interest payments due
under the interest rate swap agreement and could result in the Company's management recognizing a loss and remitting a payment to unwind the agreement. As of December 31,
2001, approximately 43.0% of our total debt had adjustable interest rates, without including effects of the outstanding interest rate swap and interest rate cap agreements; this
percentage would decrease to 25.6% when including the effect of the outstanding interest rate swap agreement.

We must refinance our mortgage debt in the future. As of December 31, 2001, our scheduled debt payments over the next five calendar years, including maturities, are as
follows:

2002 $ 79,486(1)
2003 68,691(2)
2004 141,992
2005 22,650
2006 66,129

(1 Includes $13.5 million in maturities in July 2002 that may be extended for one-year terms, subject to certain conditions. Also includes a $10.4 million maturity in
December 2002 that may be extended for a one-year period, subject to certain conditions.

) Includes a $10.9 million maturity in April 2003 that may be extended for a one-year term, subject to certain conditions. Also includes a $36.0 million maturity in
November that may be extended for a one-year term, subject to certain conditions.

Our operations likely will not generate enough cash flow to repay some or all of this debt without additional borrowings or new equity investment. If we cannot refinance
our debt, extend the debt due dates, or raise additional equity prior to the date when our debt matures, we would default on our existing debt, which could have a material
adverse effect on our business.



We may be unable to continue to make shareholder distributions at expected levels.

We intend to make regular quarterly cash distributions to our shareholders. However, distribution levels depend on a number of factors, some of which are beyond our
control.

Our loan agreements contain provisions that could restrict future distributions. Our ability to sustain our current distribution level also will be dependent, in part, on other
matters including:

. continued property occupancy and profitability of tenants;

. the amount of future capital expenditures and expenses relating to our properties;
. the level of leasing activity and future rental rates;

. the strength of the commercial real estate market;

. competition;

. the costs of compliance with environmental and other laws;

. our corporate overhead levels;

. the amount of uninsured losses; and

. our decisions whether to reinvest rather than distribute available cash.

In addition, we can make distributions to the holders of our common shares only after we make preferential distributions relating to holders of our 10% Series B
Cumulative Redeemable Preferred
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Shares of beneficial interest (the "Series B Preferred Shares"), Series D Preferred Shares, Series E Preferred Shares and Series F Preferred Shares. We also would have to make
prior distributions to third party holders of the Series C Preferred Units in our Operating Partnership.

Our ownership limits are important factors. Our Declaration of Trust limits ownership of our Common Shares by any single shareholder to 9.8% of the number of the
outstanding Common Shares or 9.8% of the value of the outstanding Common Shares. We call these restrictions the "Ownership Limit." Our Declaration of Trust allows our
Board of Trustees to exempt shareholders from the Ownership Limit, and our Board of Trustees previously has exempted Constellation and the foreign trust owning all of our
Series D Preferred Shares from the Ownership Limit.

Our Declaration of Trust includes other provisions that may prevent or delay a change of control. Subject to the requirements of the New York Stock Exchange,
our Board of Trustees has the authority without shareholder approval to issue additional securities on terms that could delay or prevent a change in control. In addition, our
Board of Trustees has the authority to reclassify any of our unissued Common Shares into preferred shares. Our Board of Trustees may issue preferred shares with such
preferences, rights, powers and restrictions as our Board of Trustees may determine, which could also delay or prevent a change in control.

Our Board of Trustees is divided into three classes of Trustees, which could delay a change of control. Our Declaration of Trust divides our Board of Trustees into
three classes. The term of one class of the trustees will expire each year, at which time a successor class is elected for a three-year term. Such staggered three-year terms make it
more difficult for a third party to acquire control of us.

The Maryland business statutes also impose potential restrictions on a change of control of our company. Various Maryland laws may have the effect of
discouraging offers to acquire us, even if the acquisition would be advantageous to shareholders. Our Bylaws exempt us from such laws, but our Board of Trustees can change
our Bylaws at any time to make these provisions applicable to us.

Our failure to qualify as a REIT would have adverse tax consequences. We believe that since 1992 we have qualified for taxation as a REIT for Federal income tax
purposes. We plan to continue to meet the requirements for taxation as a REIT. Many of these requirements, however, are highly technical and complex. The determination that
we are a REIT requires an analysis of various factual matters and circumstances that may not be totally within our control. For example, to qualify as a REIT, at least 95% of
our gross income must come from certain sources that are itemized in the REIT tax laws. We are also required to distribute to shareholders at least 90% of our REIT taxable
income, excluding capital gains. The fact that we hold most of our assets through our Operating Partnership and its subsidiaries further complicates the application of the REIT
requirements. Even a technical or inadvertent mistake could jeopardize our REIT status. Furthermore, Congress and the IRS might make changes to the tax laws and regulations,
and the courts might issue new rulings that make it more difficult, or impossible for us to remain qualified as a REIT.

If we fail to qualify as a REIT, we would be subject to Federal income tax at regular corporate rates. Also, unless the IRS granted us relief under certain statutory
provisions, we would remain disqualified as a REIT for four years following the year we first fail to qualify. If we fail to qualify as a REIT, we would have to pay significant
income taxes and would therefore have less money available for investments or for distributions to our shareholders. This would likely have a significant adverse effect on the
value of our securities and would impair our ability to raise capital. In addition, we would no longer be required to make any distributions to our shareholders.

We have certain distribution requirements that reduce cash available for other business purposes. As a REIT, we must distribute 90% of our annual taxable
income, which limits the amount of cash we have available for other business purposes, including amounts to fund our growth. Also, it is possible
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that because of the differences between the time we actually receive revenue or pay expenses and the period we report those items for distribution purposes, we may have to
borrow funds on a short-term basis to meet the 90% distribution requirement.

A number of factors could cause our security prices to decline. As is the case with any publicly-traded securities, certain factors outside of our control could influence
the value of our Common and preferred shares. These conditions include, but are not limited to: market perception of REITs in general; market perception of office REITs;
market perception of REITSs relative to other investment opportunities; the level of institutional investor interest in our company; general economic and business conditions;
interest rates; and market perception of our financial condition, performance, dividends and growth potential.



The average daily trading volume of our Common Shares during 2001 was approximately 24,000 shares and the average trading volume of our publicly-traded preferred
shares is generally insignificant. As a result, relatively small volumes of transactions could have a pronounced affect on the market price of such shares.

We are dependent on external sources of capital for future growth. As a REIT, we must distribute 90% of our annual taxable income. Due to these requirements, we
will not be able to fund our acquisitions, construction and development activities using cash flow from operations. Our ability to fund these activities is dependent on our ability
to access capital funded by third parties. Such capital could be in the form of new loans, equity issuances of Common Shares, preferred shares, common and preferred units in
our Operating Partnership or joint venture funding. Such capital may not be available on favorable terms or at all. Moreover, additional debt financing may substantially
increase our leverage and additional equity offerings may result in substantial dilution of our shareholders' interests. Our inability to obtain capital when needed could have a
material adverse effect on our ability to expand our business.

Certain of our officers and trustees have potential conflicts of interest. Certain of our officers and members of our Board of Trustees own partnership units in our
Operating Partnership. These individuals may have personal interests that conflict with the interests of our shareholders. For example, if our Operating Partnership sells or
refinances certain of the properties that these officers or trustees contributed to the Operating Partnership, they could suffer adverse tax consequences. Their personal interest
could conflict with our interests if such a sale or refinancing would be advantageous to us. We have certain policies in place that are designed to minimize conflicts of interest.
We cannot assure you, however, that these policies will be successful in eliminating the influence of such conflicts, and if they are not successful, decisions could be made that
might fail to reflect fully the interests of all of our shareholders.

We are dependent on our key personnel, and the loss of any key personnel could have an adverse effect on our operations. We are dependent on the efforts of our
trustees and executive officers, including Jay Shidler, our Chairman of the Board of Trustees, Clay Hamlin, our Chief Executive Officer, and Rand Griffin, our President. The
loss of any of their services could have an adverse effect on our operations. Although certain of our officers have entered into employment agreements with us, we cannot assure
you that they will remain employed with us.

We may change our policies without shareholder approval, which could adversely affect our financial condition, results of operations, market price of our
Common Shares or ability to pay distributions. Our Board of Trustees determines all of our policies, including our investment, financing and distribution policies.
Although our Board of Trustees has no current plans to do so, it may amend or revise these policies at any time without a vote of our shareholders. Policy changes could
adversely affect our financial condition, results of operations, the market price of the Common Shares or our ability to pay dividends or distributions.
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Item 2. Properties

The following table provides certain information regarding our portfolio as of December 31, 2001:

Total Rental
Year Total Revenue per Major Tenants
Built/ Rentable Rental Occupied Square (10% or more of
Property and Location Submarket Renovated Square Feet Occupancy® Revenue® Foot®®) Rentable Square Feet)
Baltimore/Washington Corridor:®
2730 Hercules Road BWI Airport 1990 240,336 100.0%$ 5,106,330 $ 21.25 U.S. Department of Defense (100%)
Annapolis Junction, MD
132 National Business Parkway BWI Airport 2000 118,456 100.0 2,492,159 21.04 Ameritrade Holding Corp. (53%);
Annapolis Junction, MD Computer Sciences Corp. (47%)
2721 Technology Drive BWTI Airport 2000 117,890 100.0 2,763,515 23.44 General Dynamics Govt. Corp. (78%);
Annapolis Junction, MD First Service Networks, Inc. (22%)
1306 Concourse Drive BWI Airport 1990 114,046 97.5 2,372,718 21.34 PricewaterhouseCoopers (33%);
Linthicum, MD Qwest Communications (21%);
AT&T Local Services (13%)
870-880 Elkridge Landing Road BWTI Airport 1981 97,161 100.0 1,638,933 16.87 Arbros Communications, Inc. (94%)
Linthicum, MD
900 Elkridge Landing Road BWI Airport 1982 97,139 100.0 1,804,660 18.58 First Annapolis Consulting (51%);
Linthicum, MD Booz Allen & Hamilton (38%)
1199 Winterson Road BWTI Airport 1988 96,636 0.0 — —
Linthicum, MD
920 Elkridge Landing Road BWI Airport 1982 96,566 100.0 1,346,798 13.95 Ciena Corporation (100%)
Linthicum, MD
134 National Business Parkway BWTI Airport 1999 93,482 100.0 1,963,139 21.00 Booz Allen & Hamilton (74%);
Annapolis Junction, MD Panacya, Inc. (26%)
2701 Technology Drive ®) BWI Airport 2001 91,643 100.0 2,275,644 24.83 Northrop Grumman Systems (67%);
Annapolis Junction, MD Titan Systems Corporation (33%)
133 National Business Parkway BWI Airport 1997 88,660 100.0 556,341 6.27  Mentor Technologies (67%)©;
Annapolis Junction, MD Applied Signal Technology, Inc. (33%)
TATINa R ona B e ess Pateway D) BWI Airport 1990 86,964 100.0 1,604,458 18.45 ITT Industries (46%);
Annapolis Junction, MD Getronics Govt. Solutions (20%);
Harris Data Services Corp. (14%)
135 National Business Parkway BWTI Airport 1998 86,863 100.0 1,782,097 20.52 First American Credit Management Solutions
Annapolis Junction, MD (82%)
1302 Concourse Drive BWI Airport 1996 84,607 98.0 1,819,520 21.96 Lucent Technologies (31%);
Linthicum, MD Aetna US Healthcare (23%);
American Express Travel Related Services,
Inc. (13%)
7467 Ridge Road BWI Airport 1990 73,756 100.0 1,489,957 20.20 Travelers Casualty & Surety (49%);
Hanover, MD Pro Object (32%)
881 Elkridge Landing Road BWI Airport 1986 73,572 100.0 1,214,479 16.51 U.S. Department of Defense (100%)
Linthicum, MD
7240 Parkway Drive BWI Airport 1985 73,500 73.8 1,037,063 19.11 Deloitte & Touche USA, LLP (21%);
Hanover, MD International Paper (12%)
1099 Winterson Road BWI Airport 1988 70,938 90.9 1,159,543 17.99 Preferred Health Network (62%)
Linthicum, MD
14
131 National Business Parkway BWI Airport 1990 68,906 100.0 1,405,760 20.40 e.spire Communications (48%);
Annapolis Junction, MD Conquest Info. Technologies, Inc. (23%);
U.S. Department of Defense (15%);
Intel Corporation (12%)
1190 Winterson Road BWI Airport 1987 68,567 100.0 1,405,732 20.50 Commercial Credit Corp. (65%);
Linthicum, MD U.S. Department of Defense (15%);

Motorola, Inc. (14%)



849 International Drive BWI Airport 1988 68,397 87.1 1,182,311 19.85 Raytheon E-Systems, Inc. (11%);
Linthicum, MD U.S. Department of Defense (11%);
Dames & Moore (10%)
911 Elkridge Landing Road BWTI Airport 1985 68,296 100.0 1,184,567 17.34 U.S. Department of Defense (100%)
Linthicum, MD
1201 Winterson Road BWI Airport 1985 67,903 100.0 750,307 11.05 Ciena Corporation (100%)
Linthicum, MD
999 Corporate Boulevard BWTI Airport 2000 67,351 100.0 1,529,722 22.71 RAG American Coal Holding (71%);
Linthicum, MD Ciena Corporation (29%)
7318 Parkway Drive BWI Airport 1984 59,204 100.0 806,103 13.62 U.S. Department of Defense (100%)
Hanover, MD
900 International Drive BWTI Airport 1986 57,140 100.0 657,928 11.51 Ciena Corporation (100%)
Linthicum, MD
930 International Drive BWI Airport 1986 57,140 100.0 624,336 10.93 Ciena Corporation (100%)
Linthicum, MD
901 Elkridge Landing Road BWTI Airport 1984 56,847 75.6 639,659 14.89 State of Maryland (59%);
Linthicum, MD Institute for Operations Research and
Management Sciences (13%)
891 Elkridge Landing Road BWI Airport 1984 56,489 86.4 883,119 18.10 Medaphis Services Corp. (52%);
Linthicum, MD Metropolitan Life Ins. Co. (26%)
921 Elkridge Landing Road BWTI Airport 1983 54,057 100.0 878,591 16.25 Aerotek, Inc. (100%)
Linthicum, MD
939 Elkridge Landing Road BWI Airport 1983 53,031 100.0 889,376 16.77 First Service Networks, Inc. (36%);
Linthicum, MD Agency Holding Company (34%);
U.S. Department of Defense (23%)
938 Elkridge Landing Road BWTI Airport 1984 52,988 100.0 913,248 17.23  U.S. Department of Defense (100%)
Linthicum, MD
940 Elkridge Landing Road BWI Airport 1984 51,704 100.0 777,432 15.04 Cadmus Journal Services (100%)
Linthicum, MD
800 International Drive BWTI Airport 1988 50,979 100.0 915,687 17.96 Raytheon E-Systems, Inc. (100%)
Linthicum, MD
1340 Ashton Road BWI Airport 1989 46,400 100.0 651,514 14.04 Lockheed Martin Corp. (100%)
Hanover, MD
7321 Parkway Drive BWTI Airport 1984 39,822 100.0 699,063 17.55 U.S. Department of Defense (100%)
Hanover, MD
1334 Ashton Road BWI Airport 1989 37,565 96.8 671,047 18.46 Science Applications Int'l. (60%);
Hanover, MD Parsons Transportation Group (37%)
1331 Ashton Road BWTI Airport 1989 29,936 100.0 438,916 14.66 Booz Allen & Hamilton (71%);
Hanover, MD Aerosol Monitoring (29%)
1350 Dorsey Road BWI Airport 1989 19,992 95.1 307,776 16.19  Aerotek, Inc. (23%);
Hanover, MD Noodles, Inc. (14%);
Hunan Pagoda (12%);
Johnson Controls, Inc. (11%);
Corestaff Support Services, Inc. (10%)
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1344 Ashton Road BWI Airport 1989 16,865 100.0 401,245 23.79 Titan Systems (28%);
Hanover, MD Student Travel Services (23%);
AMP Corporation (16%);
Dialysis Corp. of America (14%);
Citizens National Bank (12%)
1341 Ashton Road BWTI Airport 1989 15,841 100.0 261,950 16.54  Supertots Childcare, Inc. (71%);
Hanover, MD The Devereux Foundation (29%)
1343 Ashton Road BWI Airport 1989 9,962 100.0 131,885 13.24 Nauticus Corporation (100%)
Hanover, MD
1615-1629 Thames Street Downtown 1989 103,683 98.7 1,868,236 18.25 Johns Hopkins University (39%);
Baltimore, MD Baltimore City Community of Science (18%);
Listas (14%)
7200 Riverwood Howard County 1986 160,000 100.0 2,950,549 18.44 U.S. Department of Defense (100%)
Columbia, MD Perimeter
9140 Rt. 108 Howard County 1974/1985 150,000 100.0 1,870,364 12.47 Bookham Technology, Inc. (100%)
Columbia, MD Perimeter
6940 Columbia Gateway Drive Howard County 1999 108,737 89.9 2,214,119 22.66 Magellan Behavioral Health, Inc. (39%);
Columbia, MD Perimeter Response Services Center (26%);
Peregrine Remedy, Inc. (14%)
6950 Columbia Gateway Drive Howard County 1998 107,778 100.0 2,328,130 21.60 Magellan Behavioral Health, Inc. (100%)
Columbia, MD Perimeter
7067 Columbia Gateway Drive Howard County 2001 82,953 100.0 1,708,437 20.60 Community First Financial (50%);
Columbia, MD Perimeter Corvis Corporation (50%)
6750 Alexander Bell Drive Howard County 2001 78,460 87.0 1,694,637 24.83  Sun Microsystems, Inc. (45%);
Columbia, MD Perimeter The Coca-Cola Company (35%)
6700 Alexander Bell Drive Howard County 1988 75,635 100.0 1,516,188 20.05 General Physics Corp. (43%);
Columbia, MD Perimeter Arbitron, Inc. (26%);
HR Tech, LLC (16%)
6740 Alexander Bell Drive Howard County 1992 61,957 88.0 1,349,047 24.74 Johns Hopkins University (68%);
Columbia, MD Perimeter Advanced Career Technologies, Inc. (20%)
8815 Centre Park Drive Howard County 1987 53,782 100.0 1,296,977 24.12 COMI (25%);
Columbia, MD Perimeter Lipman, Frizzell and Mitchell (16%);
Reap, Inc./REMAX (16%);
CRM (13%):
Citistreet Associates, LLC (10%)
6716 Alexander Bell Drive Howard County 1990 52,002 100.0 1,090,737 20.97 Sun Microsystems, Inc. (49%);
Columbia, MD Perimeter Rational Software Corp. (15%);
Tuchenhagen North America, LLC (11%);
Lurgi Lentjes North America, Inc. (10%)
7700 Montpelier Road® Howard County 2001 43,785 100.0 723,766 16.53 Johns Hopkins University (100%)
Laurel, MD Perimeter
7065 Columbia Gateway Drive Howard County 2000 38,560 100.0 612,718 15.89  Corvis Operations, Inc. (100%)
Columbia, MD Perimeter
6760 Alexander Bell Drive Howard County 1991 37,248 100.0 744,065 19.98 Tality, LP (65%)
Columbia, MD Perimeter
7063 Columbia Gateway Drive Howard County 2000 36,936 100.0 575,832 15.59  Corvis Operations, Inc. (100%)
Columbia, MD Perimeter
16
6708 Alexander Bell Drive Howard County 1988 35,040 100.0 594,716 16.97 State Farm Mutual Auto Ins. Co. (100%)

Columbia, MD

Perimeter



7061 Columbia Gateway Drive Howard County 2000 29,604 100.0 652,787 22.05 Manekin, LLC (83%);
Columbia, MD Perimeter Visualtek Solutions, Inc. (17%)
14502 Greenview Drive Laurel 1988 71,873 100.0 1,396,093 19.42 iSky (20%);
Laurel, MD Greenman-Pedersen, Inc. (18%);
LCC Telecom Management (11%)
14504 Greenview Drive Laurel 1985 69,194 90.3 1,189,499 19.03  Great West Life & Annuity (17%);
Laurel, MD Moore USA (11%);
Light Wave Communications (10%)
6009-6011 Oxon Hill Road Southern Prince 1990 181,768 100.0 3,564,092 19.61 U.S. Dept. of Treasury (69%);
Oxon Hill, MD George's NRL Federal Credit Union (10%)
County
9690 Deereco Road Suburban North 1988 133,737 92.1 2,696,730 21.89 Fireman's Fund Insurance (24%);
Timonium, MD Baltimore GoPin, Inc. (10%)
County
375 W. Padonia Road Suburban North 1986 100,804 100.0 1,628,281 16.15 Deutsche Bank Alex. Brown (84%);
Timonium, MD Baltimore Riparius Corporation (13%)
County
Subtotal/Average 4,791,139 95.7%$ 85,700,628 18.69
Blue Bell/Philadelphia:
753 Jolly Road Blue Bell 1960/92-94 419,472 100.0%$ 3,718,006 8.86  Unisys (100%)
Blue Bell, PA
785 Jolly Road Blue Bell 1970/1996 219,065 100.0 2,236,636 10.21 Unisys with 100% sublease to Merck
Blue Bell, PA
760 Jolly Road Blue Bell 1974/1994 208,854 100.0 2,724,401 13.04 Unisys (100%)
Blue Bell, PA
751 Jolly Road Blue Bell 1966/1991 112,958 100.0 1,001,207 8.86  Unisys (100%)
Blue Bell, PA
Subtotal/Average 960,349 100.0%$ 9,680,250 10.08
Greater Harrisburg:
2605 Interstate Drive East Shore 1990 81,187 93.5%$ 1,222,673 16.11 Commonwealth of Penna. (88%)
Harrisburg, PA
6345 Flank Drive East Shore 1989 69,443 100.0 1,081,704 15.58 Allstate Insurance (30%);
Harrisburg, PA First Health Services (24%);
Coventry Health Care (18%);
LWN Enterprises (15%)
6340 Flank Drive East Shore 1988 68,200 72.9 522,460 10.51 Lancaster Lebanon (73%)
Harrisburg, PA
2601 Market Place East Shore 1989 67,743 74.0 885,763 17.67 Duke Energy Operating Co. (26%);
Harrisburg, PA Ernst & Young, LLP (26%);
Penn State Geisinger Systems (11%);
Groundwater Sciences Corp. (11%)
6400 Flank Drive East Shore 1992 52,439 100.0 757,843 14.45 Pennsylvania Coalition Against Domestic
Harrisburg, PA Violence (51%);
The REM Organization (27%);
Liberty Business Information (16%)
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6360 Flank Drive East Shore 1988 46,500 97.7 633,268 13.94 Ikon Office Solutions, Inc. (22%);
Harrisburg, PA Computer Applications (20%);
Sentage/Muth & Mumma (15%);
Health Spectrum Medical (15%)
6385 Flank Drive East Shore 1995 32,800 89.6 437,038 14.88 Cowles Enthusiast Media (34%);
Harrisburg, PA Coventry Mgmt. Services (26%);
Pitney Bowes, Inc. (11%);
Orion Consulting, Inc. (11%)
6405 Flank Drive East Shore 1991 32,000 100.0 459,951 14.37 Cowles Enthusiast Media (100%)
Harrisburg, PA
6380 Flank Drive East Shore 1991 32,000 80.0 324,053 12.66 Myers & Stauffer (17%);
Harrisburg, PA Verizon Network Integration Corp. (14%);
Lorom America, Inc. (14%);
Lancaster Lebanon, Int. (13%);
Critical Care Systems, Inc. (13%);
U-Conn Technology USA (10%)
95 Shannon Road East Shore 1999 21,976 100.0 349,176 15.89 New World Pasta (100%)
Harrisburg, PA
75 Shannon Road East Shore 1999 20,887 100.0 351,938 16.85 McCormick, Taylor & Assoc. (100%)
Harrisburg, PA
6375 Flank Drive East Shore 2000 19,783 100.0 325,875 16.47 Orion Capital Companies (71%);
Harrisburg, PA McCormick, Taylor & Assoc. (29%)
85 Shannon Road East Shore 1999 12,863 100.0 204,380 15.89 New World Pasta (100%)
Harrisburg, PA
5035 Ritter Road West Shore 1988 56,556 100.0 770,397 13.62 Commonwealth of Penna. (83%)
Mechanicsburg, PA
5070 Ritter Road—Building A West Shore 1989 32,309 71.5 406,536 16.23  Maryland Casualty Co. (62%);
Mechanicsburg, PA Commonwealth of Penna. (15%)
5070 Ritter Road—Building B West Shore 1989 28,000 100.0 353,890 12.64 Vale National Training Center (63%);
Mechanicsburg, PA Pennsylvania Trauma Systems Foundation
(18%);
Paytime, Inc. (13%)
Subtotal/Average 674,686 91.2%$ 9,086,945 14.77
Northern/Central New Jersey:
431 Ridge Road Exit 8A— 1958/1998 170,000 100.0%$ 3,601,040 21.18 AT&T Local Services (100%)
Dayton, NJ Cranbury
429 Ridge Road Exit 8A— 1966/1996 142,385 100.0 2,763,333 19.41 AT&T Local Services (100%)
Dayton, NJ Cranbury
68 Culver Road Exit 8A— 2000 57,280 100.0 1,221,782 21.33 AT&T Local Services (100%)
Dayton, NJ Cranbury
437 Ridge Road Exit 8A— 1962/1996 30,000 100.0 564,120 18.80 AT&T Local Services (100%)
Dayton, NJ Cranbury
104 Interchange Plaza Exit 8A— 1990 47,677 100.0 1,094,494 22.96 Turner Construction Co. (35%);
Cranbury, NJ Cranbury Utica Mutual Insurance Co. (15%);

Laborer's International Union (13%);
Lanier Worldwide (12%)
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101 Interchange Plaza Exit 8A— 1985 43,621 100.0 988,309 22.66 Ford Motor Credit Co. (21%);

Cranbury, NJ Cranbury CSX Transportation, Inc. (18%);
Arquest, Inc. (16%);
Middlesex County Improve. Auth. (13%);
Trans Union Corporation (11%)

47 Commerce Exit 8A— 1992/1998 41,398 100.0 526,593 12.72 Somfy Systems, Inc. (100%)
Cranbury, NJ Cranbury

7 Centre Drive Exit 8A— 1989 19,466 100.0 435,736 22.38 Compugen, Inc. (29%);

Jamesburg, NJ Cranbury Systems Freight (22%)

8 Centre Drive Exit 8A— 1986 16,199 100.0 361,216 22.30 Sonova Networks Corp. (55%);
Jamesburg, NJ Cranbury Medical World Communications (45%)
2 Centre Drive Exit 8A— 1989 16,132 100.0 402,411 24.94 Fleet National Bank (100%)
Jamesburg, NJ Cranbury

4301 Route 1 Monmouth 1986 61,300 100.0 1,238,541 20.20  Guest Supply, Inc. (47%);

Monmouth Junction, NJ Junction e¢COM Server (16%);

Ikon Office Solutions (14%);
Foster & Adoptive Family Svces. (10%)

695 Rt. 46 Wayne 1990 157,394 95.7 3,187,121 21.16 ADT Security Services, Inc. (26%);
Fairfield, NJ The Museum Company (16%);
Chase Manhattan (15%);
Dean Witter Reynolds (13%)
710 Rt. 46 Wayne 1985 101,120 69.1 1,452,883 20.79 Ericsson, Inc. (13%)

Fairfield, NJ

Subtotal/Average 903,972 95.8%$ 17,837,579 $ 20.60
Northern Virginia:
15000 Conference Center Drive Dulles South 1989 470,406 99.6%$ 9,427,404 $ 20.13  Dyncorp Information Systems, LLC (52%);
Chantilly, VA General Dynamics Govt. Corp. (13%);
Genuity, Inc. (13%)
Subtotal/Average 470,406 99.6%$ 9,427,404 § 20.13
Total/Average 7,800,552 96.1%$ 131,732,806 $ 17.58
I N
1) This percentage is based upon all signed leases and tenants occupancy as of December 31, 2001.
) Total rental revenue is the monthly contractual base rent as of December 31, 2001 multiplied by 12, plus the estimated annualized expense reimbursements under existing leases.
(3) This total rent per occupied square foot is the property's total rental revenue divided by that property's occupied square feet as of December 31, 2001
(4) The Baltimore/Washington Corridor encompasses mostly Anne Arundel and Howard Counties. Included in this region are six properties located outside of these counties, including three properties in suburban
Washington, D.C., two properties in Timonium, Maryland, and one property in Baltimore, Maryland.
5) Prior to February 25, 2002, we held a 50% interest in the joint venture that owns this property. On that date, we purchased the remaining 50% joint venture interest for $5,400 and now directly own this property. Another
26,357 rentable square feet will be delivered upon completion of tenant improvements.
(6) This tenant declared bankruptcy in November 2001. We have not included any rental revenue for this tenant since we did not receive any payments from this tenant in December 2001, and we anticipate termination of the
lease.
@) A tenant occupying 2,175 rentable square feet in this property remits only eleven months of rental revenue annually under the terms of its lease. Accordingly, the monthly contractual base rent as of December 31, 2001
for this tenant was multiplied by eleven.
®) We hold an 80% interest in the joint venture that owns this property.
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Lease Expirations

The following table provides a summary schedule of the lease expirations for leases in place as of December 31, 2001, assuming that none of the tenants exercise renewal
options (dollars in thousands, except per square foot amounts):

Number Total Rental Revenue of
of Total Rental Revenue of Percentage of Total Expiring Leases
Year of Lease Leases Square Footage of Percentage of Total Expiring Leases® Rental Revenue Per Occupied Square
Expiration(” Expiring Leases Expiring Occupied Square Feet (In Thousands) Expiring(z) Foot®

2002 98 994,175 133% § 17,978 13.6% $ 18.08
2003 95 833,099 11.1 14,319 10.9 17.19
2004 71 828,934 11.1 16,569 12.6 19.99
2005 63 744,854 9.9 14,779 11.2 19.84
2006 54 652,783 8.7 12,366 9.4 18.94
2007 16 454,641 6.1 7,530 5.7 16.56
2008 11 767,559 10.2 14,557 11.1 18.97
2009 13 1,222,057 16.3 14,736 11.2 12.06
2010 12 710,381 9.5 14,509 11.0 20.42
2011 4 165,443 2.2 3,211 2.4 19.41
2012 1 71,514 1.0 1,147 0.9 16.05
Other(®) 8 48,694 0.6 32 0.0 0.64
Total/Weighted Avg. 446 7,494,134 100.0% $ 131,733 100.0% $ 18.11

(€3] Many of our government leases are subject to certain early termination provisions that are customary to government leases. The year of lease expiration was computed
assuming no such early termination rights.

2

Total rental revenue is the monthly contractual base rent as of December 31, 2001 multiplied by 12, plus the estimated annualized expense reimbursements under



existing leases.

3) Other consists of amenities, including cafeterias, concierge offices and property management space.

Item 3. Legal Proceedings

We are not currently involved in any material litigation nor, to our knowledge, is any material litigation currently threatened against the Company (other than routine
litigation arising in the ordinary course of business, substantially all of which is expected to be covered by liability insurance).

Item 4. Submission of Matters to a Vote of Security Holders
Not applicable.
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PART I
Item 5. Market for Registrant's Common Equity and Related Shareholder Matters

Information for this item is incorporated herein by reference to the section of Exhibit 13.1 entitled "Market for Registrant's Common Equity and Related Shareholder
Matters".

Item 6. Selected Financial Data

Information for this item is incorporated herein by reference to the section of Exhibit 13.1 to this Form 10-K entitled "Selected Financial Data".

Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations

Information for this item is incorporated herein by reference to the section of Exhibit 13.1 to this Form 10-K entitled "Management's Discussion and Analysis of Financial
Condition and Results of Operations".

Item 7A. Quantitative and Qualitative Disclosures about Market Risk

Information for this section is incorporated herein by reference to the section of Exhibit 13.1 to this Form 10-K entitled "Quantitative and Qualitative Disclosures about
Market Risk".
Item 8. Financial Statements and Supplementary Data

Information for this section is incorporated herein by reference to the section of Exhibit 13.1 to this Form 10-K beginning with the Consolidated Balance Sheets and
continuing through the Report of Independent Accountants.
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

PART III

Item 10, 11, 12 & 13. Trustees and Executive Officers of the Registrant, Executive Compensation, Security Ownership of Certain Beneficial Owners and
Management and Certain Relationships and Related Transactions

For the information required by Item 10, Item 11, Item 12 and Item 13, you should refer to our definitive proxy statement relating to the 2002 Annual Meeting of our

Shareholders to be filed with the Securities and Exchange Commission no later than 120 days after the end of the fiscal year covered by this Form 10-K.

PART IV
Item 14. Exhibits, Financial Statement Schedules and Reports on Form 8-K
(a) The following documents are filed as exhibits to this Form 10-K:
1. Financial Statements. Audited consolidated balance sheets as of December 31, 2001 and 2000, and the related consolidated statements of operations, of
shareholders' equity, and of cash flows for each of the three years in the period ended December 31, 2001 are included in Exhibit 13.1 to this Form 10-K and are

incorporated by reference.

2. Financial Statement Schedule. Audited Schedule III—Real Estate and Accumulated Depreciation is included in Exhibit 13.2 to this Form 10-K and is
incorporated by reference.
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(b) We filed the following Current Report on Form 8-K in the last quarter of the year ended December 31, 2001:

We filed a Form 8-K dated October 24, 2001 that included information reported under Item 7 and Item 9 filed in connection with our release of earnings on
October 24, 2001. We also through this filing made available certain additional information pertaining to our properties and operations as of and for the period
ended September 30, 2001.

(c) Exhibits. Refer to the Exhibit Index that follows.

EXHIBIT NO. DESCRIPTION

3.1.1 Amended and Restated Declaration of Trust of Registrant (filed with the Registrant's Registration Statement on Form S-4 (Commission File No. 333-
45649) and incorporated herein by reference).

3.1.2 Articles of Amended and Restated Declaration of Trust (filed herewith).

3.2 Bylaws of Registrant (filed with the Registrant's Registration Statement on Form S-4 (Commission File No. 333-45649) and incorporated herein by
reference).

33 Form of certificate for the Registrant's Common Shares of Beneficial Interest, $0.01 par value per share (filed with the Registrant's Registration
Statement on Form S-4 (Commission File No. 333-45649) and incorporated herein by reference).

3.4 Amended and Restated Registration Rights Agreement, dated March 16, 1998, for the benefit of certain shareholders of the Company (filed with the
Company's Quarterly Report on Form 10-Q on August 12, 1998 and incorporated herein by reference).

3.5 Articles Supplementary of Corporate Office Properties Trust Series A Convertible Preferred Shares, dated September 28, 1998 (filed with the Company's
Current Report on Form 8-K on October 13, 1998 and incorporated herein by reference).

3.6 Articles Supplementary of Corporate Office Properties Trust Series B Convertible Preferred Shares, dated July 2, 1999 (filed with the Company's Current
Report on Form 8-K on July 7, 1999 and incorporated herein by reference).

3.7 Articles Supplementary of Corporate Office Properties Trust Series D Cumulative Convertible Redeemable Preferred Shares, dated January 25, 2001
(filed with the Company's Annual Report on Form 10-K on March 22, 2001 and incorporated herein by reference).

3.8 Registration Rights Agreement, dated January 25, 2001, for the benefit of Barony Trust Limited (filed with the Company's Annual Report on Form 10-K
on March 22, 2001 and incorporated herein by reference).

3.9 Articles Supplementary of Corporate Office Properties Trust Series E Cumulative Redeemable Preferred Shares, dated April 3, 2001 (filed with the
Registrant's Current Report on Form 8-K on April 4, 2001 and incorporated herein by reference).

3.10 Articles Supplementary of Corporate Office Properties Trust Series F Cumulative Redeemable Preferred Shares, dated September 13, 2001 (filed with
the Registrant's Current Report on Form 8-K on September 14, 2001 and incorporated herein by reference).

10.1.1 Second Amended and Restated Limited Partnership Agreement of the Operating Partnership, dated December 7, 1999 (filed with the Company's Annual
Report on Form 10-K on March 16, 2000 and incorporated herein by reference).

10.1.2 First Amendment to Second Amended and Restated Limited Partnership Agreement of the Operating Partnership, dated December 21, 1999 (filed with
the Company's Annual Report on Form 10-K on March 16, 2000 and incorporated herein by reference).

10.1.3 Second Amendment to Second Amended and Restated Limited Partnership Agreement of the Operating Partnership, dated December 21, 1999 (filed
with the Company's Post Effective Amendment No. 2 to Form S-3 dated November 1, 2000 (Registration Statement No. 333-71807) and incorporated
herein by reference).
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10.1.4 Third Amendment to Second Amended and Restated Limited Partnership Agreement of the Operating Partnership, dated September 29, 2000 (filed with
the Company's Post Effective Amendment No. 2 to Form S-3 dated November 1, 2000 (Registration Statement No. 333-71807) and incorporated herein
by reference).

10.1.5 Sixth Amendment to Second Amended and Restated Limited Partnership Agreement of the Operating Partnership, dated April 3, 2001 (filed with the
Company's Current Report on Form 8-K dated March 30, 2001 and incorporated herein by reference).

10.1.6 Eighth Amendment to Second Amended and Restated Limited Partnership Agreement of the Operating Partnership, dated September 14, 2001 (filed with
the Company's Current Report on Form 8-K dated September 6, 2001 and incorporated herein by reference).

10.2 Stock Option Plan for Directors (filed with Royale Investments, Inc.'s Form 10-KSB for the year ended December 31, 1993 (Commission File No. 0-
20047) and incorporated herein by reference).

10.3.1* Corporate Office Properties Trust 1998 Long Term Incentive Plan (filed with the Registrant's Registration Statement on Form S-4 (Commission File No.
333-45649) and incorporated herein by reference).

10.3.2%* Amendment No. 1 to Corporate Office Properties Trust 1998 Long Term Incentive Plan (filed with the Company's Quarterly Report on Form 10-Q on
August 13, 1999 and incorporated herein by reference).

10.3.3* Amendment No. 2 to Corporate Office Properties Trust 1998 Long Term Incentive Plan (filed herewith).

10.4* Employment Agreement, dated December 16, 1999, between Corporate Office Management, Inc., COPT and Clay W. Hamlin, III (filed with the
Company's Annual Report on Form 10-K on March 16, 2000 and incorporated herein by reference).

10.5% Employment Agreement, dated December 16, 1999, between Corporate Office Management, Inc., COPT and Randall M. Griffin (filed with the
Company's Annual Report on Form 10-K on March 16, 2000 and incorporated herein by reference).

10.6* Employment Agreement, dated December 16, 1999, between Corporate Office Management, Inc., COPT and Roger A. Waesche, Jr. (filed with the
Company's Annual Report on Form 10-K on March 16, 2000 and incorporated herein by reference).

10.7* Employment Agreement, dated December 16, 1999, between Corporate Development Services, LLC, COPT and Dwight Taylor (filed with the
Company's Annual Report on Form 10-K on March 16, 2000 and incorporated herein by reference).

10.8* Employment Agreement, dated December 16, 1999, between Corporate Realty Management, LLC, COPT and Michael D. Kaiser (filed with the
Company's Annual Report on Form 10-K on March 16, 2000 and incorporated herein by reference).

10.9* Restricted Share Agreement, dated December 16, 1999, between Corporate Office Properties Trust and Randall M. Griffin (filed with the Company's
Annual Report on Form 10-K on March 16, 2000 and incorporated herein by reference).

10.10%* Restricted Share Agreement, dated December 16, 1999, between Corporate Office Properties Trust and Roger A. Waesche, Jr. (filed with the Company's
Annual Report on Form 10-K on March 16, 2000 and incorporated herein by reference).

10.11%* Restricted Share Agreement, dated December 16, 1999, between Corporate Office Properties Trust and Dwight Taylor (filed with the Company's Annual
Report on Form 10-K on March 16, 2000 and incorporated herein by reference).

10.12%* Restricted Share Agreement, dated December 16, 1999, between Corporate Office Properties Trust and Michael D. Kaiser (filed with the Company's
Annual Report on Form 10-K on March 16, 2000 and incorporated herein by reference).
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10.13* Restricted Share Agreement, dated July 2, 2001, between Corporate Office Properties Trust and Roger A. Waesche, Jr. (filed herewith).



10.14.1 Senior Secured Revolving Credit Agreement, dated May 28, 1998, between the Company, the Operating Partnership, Any Mortgaged Property
Subsidiary and Bankers Trust Company (filed with the Company's Current Report on Form 8-K on June 10, 1998 and incorporated herein by reference).

10.14.2 First Amended and Restated Senior Secured Revolving Credit Agreement, dated as of March 28, 2001, between the Company, the Operating
Partnership, Any Mortgaged Property Subsidiary and Bankers Trust Company (filed with the Company's Current Report on Form 8-K on September 7,
2001 and incorporated herein by reference).

10.14.3 Second Amended and Restated Senior Secured Revolving Credit Agreement, dated as of March 8, 2002, between the Company, the Operating
Partnership, Any Mortgaged Property Subsidiary and Bankers Trust Company (filed herewith).

10.15 Promissory Note, dated October 22, 1998, between Teachers Insurance and Annuity Association of America and the Operating Partnership (filed with
the Company's Quarterly Report on Form 10-Q on November 13, 1998 and incorporated herein by reference).

10.16 Indemnity Deed of Trust, Assignment of Leases and Rents and Security Agreement, dated October 22, 1998, by affiliates of the Operating Partnership
for the benefit of Teachers Insurance and Annuity Association of America (filed with the Company's Quarterly Report on Form 10-Q on November 13,
1998 and incorporated herein by reference).

10.17 Promissory Note, dated September 30, 1999, between Teachers Insurance and Annuity Association of America and the Operating Partnership (filed with
the Company's Quarterly Report on Form 10-Q on November 8, 1999 and incorporated herein by reference).

10.18 Indemnity Deed of Trust, Assignment of Leases and Rents and Security Agreement, dated September 30, 1999, by affiliates of the Operating Partnership
for the benefit of Teachers Insurance and Annuity Association of America (filed with the Company's Quarterly Report on Form 10-Q on November 8,
1999 and incorporated herein by reference).

10.19 Letter Agreement for Interest Rate Swap Transaction, dated December 26, 2000, between Corporate Office Properties, L.P. and Deutsche Bank AG
(filed with the Company's Annual Report on Form 10-K on March 22, 2001 and incorporated herein by reference).

10.20.1 Contribution Agreement between the Company and the Operating Partnership and certain Constellation affiliates (filed as Exhibit A of the Company's
Schedule 14A Information on June 26, 1998 and incorporated herein by reference).

10.20.2 First Amendment to Contribution Agreement, dated July 16, 1998, between Constellation Properties, Inc. and certain entities controlled by Constellation
Properties, Inc. (filed with the Company's Current Report on Form 8-K on October 13, 1998 and incorporated herein by reference).

10.20.3 Second Amendment to Contribution Agreement, dated September 28, 1998, between Constellation Properties, Inc. and certain entities controlled by
Constellation Properties, Inc. (filed with the Company's Current Report on Form 8-K on October 13, 1998 and incorporated herein by reference).

10.21 Service Company Asset Contribution Agreement between the Company and the Operating Partnership and certain Constellation affiliates (filed as
Exhibit B of the Company's Schedule 14A Information on June 26, 1998 and incorporated herein by reference).

10.22.1 Contribution Rights Agreement, dated June 23, 1999, between the Operating Partnership and United Properties Group, Incorporated (filed with the
Company's Quarterly Report on Form 10-Q on August 13, 1999 and incorporated herein by reference).
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10.22.2 Contribution Agreement, dated December 21, 1999, between United Properties Group, Incorporated and COPT Acquisitions, Inc. (filed with the
Company's Annual Report on Form 10-K on March 16, 2000 and incorporated herein by reference).

10.23.1 Contract of Sale, dated August 9, 1999, between Jolly Acres Limited Partnership and the Operating Partnership (filed with the Company's Annual Report
on Form 10-K on March 22, 2001 and incorporated herein by reference).

10.23.2 Amendment to Contract of Sale, dated April 28, 2000, between Jolly Acres Limited Partnership and the Operating Partnership (filed with the Company's
Annual Report on Form 10-K on March 22, 2001 and incorporated herein by reference).

10.24 Agreement to Sell Partnership Interests, dated August 12, 1999, between Gateway Shannon Development Corporation, Clay W. Hamlin, III and COPT
Acquisitions, Inc. (filed with the Company's Quarterly Report on Form 10-Q on November 8, 1999 and incorporated herein by reference).

10.25 Contract of Sale, dated March 14, 2000, between Arbitrage Land Limited Partnership, Jolly Acres Limited Partnership and the Operating Partnership
(filed with the Company's Annual Report on Form 10-K on March 22, 2001 and incorporated herein by reference).

10.26.1 Lease Agreement, dated August 3, 1998, between Constellation Real Estate, Inc. and Constellation Properties, Inc. (filed with the Company's Annual
Report on Form 10-K on March 30, 1999 and incorporated herein by reference).

10.26.2 First Amendment to Lease, dated December 30, 1998, between Three Centre Park, LLC and Constellation Properties, Inc. (filed with the Company's
Annual Report on Form 10-K on March 30, 1999 and incorporated herein by reference).

10.27 Lease Agreement between Blue Bell Investment Company, L.P. and Unisys Corporation dated March 12, 1997 with respect to lot A (filed with the
Registrant's Registration Statement on Form S-4 (Commission File No. 333-45649) and incorporated herein by reference).

10.28 Lease Agreement between Blue Bell Investment Company, L.P. and Unisys Corporation, dated March 12, 1997, with respect to lot B (filed with the
Registrant's Registration Statement on Form S-4 (Commission File No. 333-45649) and incorporated herein by reference).

10.29 Lease Agreement between Blue Bell Investment Company, L.P. and Unisys Corporation, dated March 12, 1997, with respect to lot C (filed with the
Registrant's Registration Statement on Form S-4 (Commission File No. 333-45649) and incorporated herein by reference).

10.30 Option agreement, dated March 1998, between Corporate Office Properties, L.P. and Blue Bell Land, L.P. (filed with the Company's Annual Report on
Form 10-K on March 16, 2000 and incorporated herein by reference).

10.31 Option agreement, dated March 1998, between Corporate Office Properties, L.P. and Comcourt Land, L.P. (filed with the Company's Annual Report on
Form 10-K on March 16, 2000 and incorporated herein by reference).

10.32 Option Agreement, dated September 28, 1998, between Jolly Acres Limited Partnership, Arbitrage Land Limited Partnership and the Operating
Partnership (filed with the Company's Current Report on Form 8-K on October 13, 1998 and incorporated herein by reference).

13.1 Portions of the Annual Report of Corporate Office Properties Trust as of and for the year ended December 31, 2001 (filed herewith).

13.2 Schedule ITI—Real Estate and Accumulated Depreciation as of December 31, 2001 (filed herewith).

21.1 Subsidiaries of Registrant (filed herewith).
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23.1 Consent of Independent Accountants (filed herewith).

*

Indicates a compensatory plan or arrangement required to be filed as an exhibit to this Form 10-K.
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SIGNATURES

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

CORPORATE OFFICE PROPERTIES TRUST



Date: March 22, 2002 By: /s/ RANDALL M. GRIFFIN

Randall M. Griffin
President and Chief Operating Officer

Date: March 22, 2002 By: /s/ ROGER A. WAESCHE, JR.

Roger A. Waesche, Jr.
Vice President and Chief Financial Officer

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

Signatures Title Date

/s/ JAY H. SHIDLER Chairman of the Board and Trustee March 22, 2002

(Jay H. Shidler)

/s/ CLAY W. HAMLIN, III Chief Executive Officer and Trustee March 22, 2002

(Clay W. Hamlin, IIT)

/s/ RANDALL M. GRIFFIN President and Chief Operating Officer March 22, 2002

(Randall M. Griffin)

/s/ ROGER A. WAESCHE, JR. Senior Vice President and Chief March 22, 2002
Financial Officer

(Roger A. Waesche, Jr.)

/s/ BETSY Z. COHEN Trustee March 22, 2002

(Betsy Z. Cohen)

/s/ KENNETH D. WETHE Trustee March 22, 2002

(Kenneth D. Wethe)

/s/ ROBERT L. DENTON Trustee March 22, 2002

(Robert L. Denton)

Trustee March 22, 2002
(Kenneth S. Sweet, Jr.)
/s/ STEVEN D. KESLER Trustee March 22, 2002
(Steven D. Kesler)
/s/ THOMAS F. BRADY Trustee March 22, 2002
(Thomas F. Brady)
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EXHIBIT 3.1.2

CORPORATE OFFICE PROPERTIES TRUST
ARTICLES OF AMENDMENT OF AMENDED AND RESTATED
DECLARATION OF TRUST

CORPORATE OFFICE PROPERTIES TRUST, a Maryland real estate investment trust
(the "Trust"), having its principal office in the State of Maryland in Columbus,
Maryland, hereby certifies to the State Department of Assessments and Taxation
of Maryland that:

FIRST: Article VI, Section 6.1 of the Amended and Restated Declaration of
Trust of the Trust, as amended (the "Declaration of Trust"), is hereby amended
in its entirety to read as follows:

Section 6.1 AUTHORIZED SHARES. The beneficial interest of the Trust
shall be divided into shares of beneficial interest (the "Shares"). The
Trust has authority to issue 55,000,000 shares of beneficial interest,
consisting of 45,000,000 common shares of beneficial interest, $0.01 par
value per share ("Common Shares"), and 10,000,000 preferred shares of
beneficial interest, $0.01 par value per share ("Preferred Shares"). The
Board of Trustees, without any action by the shareholders of the Trust, may
amend the Declaration of Trust from time to time to increase or decrease
the aggregate number of Shares or the number of Shares of any class that
the Trust has authority to issue. If shares of one class of stock are
classified or reclassified into shares of another class of stock pursuant
to Sections 6.2, 6.3 or 6.4 of this Article VI, the number of authorized
shares of the former class shall be automatically decreased and the number
of shares of the latter class shall be automatically increased, in each
case by the number of shares so classified or reclassified.

SECOND: The Board of Trustees of the Trust at a meeting duly convened and
held on September 20, 2001, adopted resolutions declaring advisable and
approving the amendment to the Declaration of Trust set forth in the first
paragraph. Such approval was by affirmative vote of at least a majority of the
Board of Trustees as required by Article VI, Section 6.1 of the Declaration of
Trust and Section 8-203(a) (7) of Title 8 of the Annotated Code of Maryland.

THIRD: The undersigned President and Chief Operating Officer of the Trust
acknowledges these Articles of Amendment to the Declaration of Trust to be an
act of the Trust and, as to all matters and facts required to be verified under
oath, the undersigned acknowledges that, to the best of his knowledge,
information and belief, these matters and facts are true in all material
respects and that this statement is made under the penalties for perjury. IN
WITNESS WHEREOF, Corporate Office Properties Trust has caused these Articles of
Amendment to be signed by a duly authorized officer thereof as of October 12,
2001.

WITNESS: CORPORATE OFFICE PROPERTIES TRUST
/s/ JOHN H. GURLEY By /s/ RANDALL M. GRIFFIN

John H. Gurley Randall M. Griffin

Secretary, Senior Vice President President and

and General Counsel Chief Operating Officer
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AMENDMENT NO. 2 TO
CORPORATE OFFICE PROPERTIES TRUST
1998 LONG TERM INCENTIVE PLAN

1. BACKGROUND.

This Amendment No. 2 is made and entered into as of the Effective Date set forth
below for the purpose of amending certain provisions of the 1998 Long Term
Incentive Plan (the "Plan") of Corporate Office Properties Trust (the
"Company"), as previously amended by Amendment No. 1 to Corporate Office
Properties Trust 1998 Long Term Incentive Plan. Except as otherwise specifically
set forth in this Amendment No. 2, all terms and provisions of the Plan, as
previously amended, shall remain in full force and effect.

2. SHARES SUBJECT TO THE PLAN.

A. Section 4 of the Plan, as previously amended by Amendment No.
1, is further amended as follows:

a. Section 3 of Amendment No.l to Corporate Office
Properties Trust 1998 Long Term Incentive Plan amending Section 4 (a) of the
Plan is further amended by the change of the percentage of 10% in the second
line of Section 3.A.(a) in Amendment No. 1 to 13%.

3. EFFECTIVE DATE.

This Amendment No. 2 shall become effective upon its approval by shareholders of
the Company ("Effective Date").

EXHIBIT "A" - BOARD OF TRUSTEES UNANIMOUS CONSENT MARCH 21, 2001
PAGE 1 OF 1
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RESTRICTED SHARE AGREEMENT

AGREEMENT made as of the 2nd day of July, 2001, between Corporate Office
Properties Trust, a Maryland business trust (the "Company"),and Roger A.
Waesche, Jr. ("Employee").

1. AWARD.

(a) SHARES. Pursuant to the Corporate Office Properties Trust 1998 Long Term
Incentive Plan (the "Plan"), 23,000 common shares (the "Restricted Shares") of
beneficial interest, $0.01 par value per share, of the Company, shall be issued
as hereinafter provided in Employee's name subject to certain restrictions
thereon. The date of this award shall be July 2, 2001 (the "Grant Date").

(b) ISSUANCE OF RESTRICTED SHARES. The Restricted Shares shall be issued upon
acceptance hereof by Employee and upon satisfaction of the conditions of this
Agreement.

(c) PLAN INCORPORATED. Employee acknowledges receipt of a copy of the Plan, and
agrees that this award of Restricted Shares shall be subject to all of the terms
and conditions set forth in the Plan, including future amendments thereto, if
any, pursuant to the terms thereof, which Plan is incorporated herein by
reference as a part of this Agreement.

2. RESTRICTED SHARES. Employee hereby accepts the Restricted Shares when
issued and agrees with respect thereto as follows:

(a) FORFEITURE RESTRICTIONS. The Restricted Shares shall be subject to the
Forfeiture Restrictions (as hereinafter defined) from the date of this Agreement
through July 2, 2005 (the "Restricted Period"). The Restricted Shares may not be
sold, assigned, pledged, exchanged, hypothecated or otherwise transferred,
encumbered or disposed of during the Restricted Period to the extent then
subject to the Forfeiture Restrictions. To the extent the Forfeitures
Restrictions have not lapsed at the end of the Restricted Period as provided in
subparagraph (b) of this Paragraph 2, Employee shall, for no consideration,
forfeit to the Company all Restricted Shares to the extent then subject to the
Forfeiture Restrictions. The prohibition against transfer and the obligation for
forfeit and surrender Restricted Shares to the Company are herein referred to as
"Forfeiture Restrictions." The Forfeiture Restrictions shall be binding upon and
enforceable against any transferee of Restricted Shares.

(b) LAPSE OF FORFEITURE RESTRICTIONS. The Forfeiture Restrictions shall lapse as
to the Restricted Shares in accordance with the following schedule provided that
Employee has been continuously employed by the Company or a Subsidiary or
Affiliate from the date of this Agreement through the lapse date.

<Page>
<Table>
<Caption>
Percentage of Total Amount of Total
Number of Restricted Number of Restricted
Shares as to Which Shares as to Which
Date Forfeiture Restricted Lapse Forfeiture Restrictions Lapse
<S> <C> <C>
July 2, 2002 25% 5,750
July 2, 2003 25% 5,750
July 2, 2004 25% 5,750
July 2, 2005 25% 5,750
</Table>

Notwithstanding the foregoing, the Forfeiture Restrictions shall lapse as to all
of the Restricted Shares on the earlier of (i) the occurrence of a Change of
Control (as such term is defined in the Plan), or (ii) the date Employee's
employment with the Company, its Subsidiaries and Affiliates is terminated for
any reason other than a termination by the Employee's employer for "Cause" or a
voluntary termination by the Employee. In the event Employee's employment is
terminated for any reason, the Compensation Committee of the Board (the
"Committee"), may, in the Committee's sole discretion, approve the lapse of
Forfeiture Restrictions as to any or all Restricted Shares still subject to such
restrictions, such lapse to be effective on the date of such approval or
Employee's termination date, if later.

To the extent that any Restricted Shares are vested solely as a result of the
Employee's termination of employment pursuant to the foregoing, such shares
shall be subject to a right of first refusal in favor of the Company with
respect to all (but not less than all) of such shares in the event the Employee
proposes to sell or otherwise transfer such shares to any other person. The
Employee shall notify the Company prior to any such transfer (and in the absence
of such prior notice any such transfer shall be void). The Company's right of
repurchase shall be exercisable with respect to such shares within the thirty



(30) day period following the date the Employee gives notice to the Company of
the proposed transfer. The purchase price of the shares repurchased by the
Company hereunder shall be "Fair Market Value" (as defined in the Plan). If the
Company exercises its right of first refusal, the sale shall be consummated
within five (5) days of the date the Company elects to exercise its right.

(c) DIVIDENDS AND VOTING RIGHTS. All dividends applicable to the restricted
portion of the Restricted Shares are to be escrowed into the Corporate Office
Properties Trust Dividend Reinvestment Plan in Corporate Office Properties
Trust's name for the benefit of Roger A. Waesche, Jr. The Employee shall be
entitled to receive any dividends paid with respect to shares of Restricted
Shares that become payable during the Restricted Period; provided however, that
no dividends shall be payable to or for the benefit of the Employee with respect
to record dates occurring prior to the Grant Date, or with respect to record
dates occurring on or after the date, if any, on which the Employee has
forfeited the Restricted Shares. The Employee shall be entitled to vote the
Restricted Shares during the Restricted Period to the same extent as would have
been applicable to the Employee if the Employee was then vested in the shares;
provided, however, that the
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Employee shall not be entitled to vote the shares with respect to record dates
for such voting rights arising prior to the Grant Date, or with respect to
record dates occurring on or after the date, if any, on which the Employee has
forfeited the Restricted Shares.

(d) CERTIFICATES. A certificate evidencing the Restricted Shares shall be issued
by the Company in Employee's name, or at the option of the Company, in the name
of a nominee of the Company, pursuant to which Employee shall have voting rights
and shall be entitled to receive all dividends as hereinabove stated unless and
until the Restricted Shares are forfeited pursuant to the provisions of this
Agreement. The certificate shall bear a legend evidencing the nature of the
Restricted Shares, and the Company may cause the certificate to be delivered
upon issuance to the Secretary of the Company or to such other depository as may
be designated by the Company as depository for safekeeping until the forfeiture
occurs or the Forfeiture Restrictions lapse pursuant to the terms of the Plan
and this award. Upon request of the Committee or its delegate, Employee shall
deliver to the Company a stock power, endorsed in blank, relating to the
Restricted Shares then subject to the Forfeiture Restrictions. Upon the lapse of
the Forfeiture Restrictions without forfeiture, the Company shall cause a new
certificate or certificates to be issued without legend in the name of Employee
for the shares upon which forfeiture Restrictions lapsed. Notwithstanding any
other provisions of this Agreement, the issuance or delivery of any shares of
Stock (whether subject to restrictions or unrestricted) may be postponed for
such period as may be required to comply with applicable requirements of any
national securities exchange or any requirements under any law or regulation
applicable to the issuance or delivery of such shares. The Company shall not be
obligated to issue or deliver any shares of Stock if the issuance or delivery
thereof shall constitute a violation of any provision of any law or of any
regulation of any governmental authority or any national securities exchange.

3. WITHHOLDING OF TAX. To the extent that the receipt of the Restricted Shares
or the lapse of any Forfeiture Restrictions results in income to Employee for
federal or state income tax purposes, Employee shall deliver to the Company at
the time of such receipt or lapse, as the case may be, such amount of money or
shares of unrestricted Shares as the Company may require to meet its withholding
obligation under applicable tax laws or regulations, and, if Employee fails to
do so, the Company is authorized to withhold from any cash or Share remuneration
then or thereafter payable to Employee any tax required to be withheld by reason
of such resulting compensation income.

4. STATUS OF SHARES. Employee agrees that the Restricted Shares will not be sold
or otherwise disposed of in any manner which could constitute a violation of any
applicable federal or state securities laws. Employee also agrees (i) that the
certificates representing the Restricted Shares may bear such legend or legends
as the Company deems appropriate in order to assure compliance with applicable
securities laws, (ii) that the Company may refuse to register the transfer of
the Restricted Shares on the share transfer records of the Company if such
proposed transfer would be in the opinion of counsel satisfactory to the Company
constitute a violation of any applicable securities law and (iii) that the
Company may give related instructions to is transfer agent, if any, to stop
registration of the transfer of the Restricted Shares.
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5. EMPLOYMENT RELATIONSHIP. For purposes of this Agreement, Employee shall be
considered to be in the employment of the Company as long as Employee remains an
employee of either the Company, any successor entity or a Subsidiary or
Affiliate as defined in the Plan) of the Company or any successor. Any question
as to whether and when there has been a termination of such employment, and the
cause of such termination, shall be determined by the Committee, or its
delegate, as appropriate, and its determination shall be final.

6. COMMITTEE'S POWERS. No provision contained in this Agreement shall in any way



terminate, modify or alter, or be construed or interpreted as terminating,
modifying or altering any of the powers, rights or authority vested in the
Committee or, to the extent delegated, in its delegate pursuant to the terms of
the Plan or resolutions adopted in furtherance of the Plan, including, without
limitation, the right to make certain determinations and elections with respect
to the Restricted Shares.

7. BINDING EFFECT. This Agreement shall be binding upon and inure to the benefit
of any successors to the Company and all persons lawfully claiming under
Employee.

8. GOVERNING LAW. This Agreement shall be governed by, and construed in
accordance with, the laws of the State of Maryland.

IN WITNESS WHEREOF, the Company has caused this Agreement to be duly executed by
an officer thereunto duly authorized, and Employee has executed this Agreement,
all as of the date first above written.

EMPLOYEE CORPORATE OFFICE PROPERTIES TRUST
/s/ Roger A. Waesche, Jr. By: /s/ John H. Gurley
Roger A. Waesche, Jr. John H. Gurley

Senior Vice President and General Counsel
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SECOND AMENDED AND RESTATED SENIOR
SECURED REVOLVING CREDIT AGREEMENT

This SECOND AMENDED AND RESTATED SENIOR SECURED REVOLVING CREDIT AGREEMENT
is dated as of March 8, 2002, and entered into among CORPORATE OFFICE
PROPERTIES, L.P., a Delaware limited partnership ("BORROWER"), CORPORATE OFFICE
PROPERTIES TRUST, a Maryland real estate investment trust ("COPT"), any
Mortgaged Property Subsidiary which may now be or hereafter become a party to
this Agreement, BANKERS TRUST COMPANY and each other lender which may hereafter
become a party to this Agreement pursuant to Section 8.1.1 (individually, a
"LENDER" and collectively, the "LENDERS"), BANKERS TRUST COMPANY, as
administrative agent for the Lenders (in such capacity, the "AGENT") and
DEUTSCHE BANC ALEX.BROWN INC., as lead arranger and sole book running manager.

RECITATLS

Borrower, COPT, Lenders and Agent entered into that certain Senior Secured
Revolving Credit Agreement dated as of May 28, 1998, as amended and restated
prior to the date hereof, including, without limitation, pursuant to that
certain First Amended and Restated Senior Secured Revolving Credit Agreement
dated as of March 28, 2001 (as amended and restated, the "EXISTING AGREEMENT")
and certain other documents in connection therewith. The parties hereto wish to
amend and restate the Existing Agreement as set forth herein.

A. The Loan Parties desire that the Lenders extend to Borrower a revolving
credit facility, the proceeds of which will be used to provide financing for (i)
the acquisition, construction, renovation and leasing of real property located
in the United States and (ii) general business purposes.

B. Certain of the Loan Parties desire to grant Liens in certain collateral
in favor of the Agent for the benefit of the Lenders to secure its obligations
under this Agreement, the Notes and the other Loan Documents.

C. COPT and the Mortgage Property Subsidiaries desire to guaranty the
obligations of Borrower under this Agreement, the Notes and the other Loan
Documents.

D. The making of the Loans and the issuance of Letters of Credit
contemplated by this Agreement are of substantial benefit to the Loan Parties.

NOW, THEREFORE, in consideration of the premises and the agreements,
provisions and covenants herein contained, the Loan Parties, the Lenders and the
Agent agree as follows:
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ARTICLE 1
INTERPRETATION

This Agreement and the other Loan Documents shall be construed and
interpreted in accordance with this Article 1.

1.1 APPENDIX OF DEFINED TERMS.

Appendix I to this Agreement, incorporated herein by this reference,
defines certain terms contained therein which are used in this Agreement and the
other Loan Documents. Such terms shall have the meanings ascribed to them in
Appendix I when used in this Agreement or the other Loan Documents with initial
capital letters.

1.2 ACCOUNTING TERMS; UTILIZATION OF GAAP FOR PURPOSES OF CALCULATIONS UNDER
AGREEMENT; PRO FORMA.

Except as otherwise expressly provided in this Agreement, all accounting
terms not otherwise defined herein shall have the meanings assigned to them in
conformity with GAAP. Financial statements and other information required to be
delivered by Borrower to the Agent for distribution to the Lenders pursuant to
Section 5.1 shall be prepared in accordance with GAAP as in effect at the time
of such preparation. Except as otherwise expressly provided herein, calculations
in connection with the definitions, covenants and other provisions of this
Agreement shall utilize accounting principles and policies in conformity with
those used to prepare the financial statements referred to in Section 5.1.

1.3 CERTAIN REFERENCES, CAPTIONS, PERSONS, AND EXPRESSIONS.

In any Loan Document, except as otherwise specified therein: (a) all
references to Articles, Sections, clauses, Recitals, Exhibits, Schedules or
Attachments refer to those contained in or annexed to such Loan Document; (b)
all titles or captions are used for convenience and reference only and do not
limit or affect the meaning or effect of the provisions following them; (c) all
references in a Loan Document to any Person, other than Borrower or any of its
Affiliates, includes the successors and assigns of such Person; (d) "includes",
"including" and similar terms mean "includes/including without limitation"; and



(e) whenever the context so requires, the neuter gender includes the masculine
or feminine and the singular number includes the plural, and vice versa.

1.4 DRAFTER.

No inference against or in favor of any party to any Loan Document shall be
drawn from the fact that such party or its counsel has drafted any portion of
any Loan Document.

1.5 KNOWLEDGE.

As used in this Agreement or in any other Loan Document, the phrases "to
the actual knowledge", "to the knowledge of" and any variations thereof shall
mean, as of any date of determination and after inquiry that would be made by a
prudent operator of a business such as the business of the person making the
representation or an owner and manager of properties such
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as the Mortgaged Properties owning or managing such Mortgaged Properties for its
own account, the actual knowledge or awareness, as of such date, of (i) Clay W.
Hamlin III, Randall M. Griffin, Roger A. Waesche, Jr. and John H. Gurley, or
(ii) at such times as any of such persons are not officers or directors of the
relevant entity, the persons who occupy the offices of such person or such
entity's Chairman of the Board of Trustees, Chief Executive Officer, Chief
Operating Officer, President, Chief Financial Officer, General Counsel and such
other officers as shall from time to time perform the functions that are
performed by the foregoing officers as of the date of this Agreement. Each Loan
Party represents and warrants for itself only that the foregoing Persons have
primary executive and administrative responsibility for its operations and
assets and that in the performance of their duties in the ordinary course of
business one or more of such Persons would customarily have knowledge of the
matters referred to herein.

ARTICLE 2
THE REVOLVING CREDIT FACILITY

2.1 COMMITMENT; LOANS; NOTES.

2.1.1 COMMITMENTS. Subject to the terms and conditions of this Agreement
and in reliance upon the representations and warranties of the Loan Parties
herein set forth, each Lender hereby severally agrees, subject to the
limitations set forth below with respect to the maximum amount of Loans
permitted to be outstanding from time to time, to lend to Borrower from time to
time during the period from the Closing Date to but excluding the Maturity Date
an aggregate amount not exceeding such Lender's Pro Rata Share of the aggregate
amount of the Commitments to be used for the purposes identified in Section
2.10.1.

Each Lender's Commitment shall expire on the Maturity Date and all Loans
and all other amounts owed hereunder with respect to the Loans and the
Commitments shall be paid in full no later than the Maturity Date.

Anything contained in this Agreement to the contrary notwithstanding, the
Loans and the Commitments shall be subject to the limitations that the sum of:
(a) aggregate principal amount of the outstanding Loans plus (b) the Letter of
Credit Usage shall not exceed the Available Amount then in effect.

2.1.2 BORROWING MECHANICS. Borrower shall be permitted to request a Loan
pursuant to this Section 2.1.2 only four times during any 30 day period.
Whenever Borrower desires that the Lenders make Loans, it shall deliver to the
Agent a Notice of Borrowing no later than 10:00 A.M. (New York time) at least
three Business Days in advance of the proposed Funding Date with respect to a
LIBOR Rate Loan or, in the case of a Loan bearing interest with reference to the
Base Rate, one Business Day in advance of the proposed Funding Date.

Each Notice of Borrowing shall specify (i) the proposed Funding Date (which

shall be a Business Day), (ii) the amount of Loans requested (which in the case
of Libor Rate Loans shall be in an aggregate minimum amount of $1,000,000),
(11i) whether such Loans shall be Base Rate Loans or LIBOR Rate Loans, (iv) if

such Loans are LIBOR Rate Loans, the initial Interest Period applicable thereto,
(v) that not more than three other Funding Dates shall have occurred within the
30 days next preceding the proposed Funding Date, and (vi) that the amount of
the
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proposed Loans will not cause the sum of: (a) aggregate principal amount of
the outstanding Loans (after giving effect to such proposed Loans) plus (b) the

Letter of Credit Usage to exceed the Available Amount then in effect.

Borrower may give the Agent telephonic notice by the required time of any
proposed Loan under this Section 2.1.2; provided, however, that such notice



shall be promptly confirmed in writing by delivery of a Notice of Borrowing to
the Agent on or before the applicable Funding Date. Neither the Agent nor any
Lender shall incur any liability to Borrower in acting upon any telephonic
notice referred to above that the Agent believes in good faith to have been
given by a duly Authorized Officer or other Person authorized to borrow on
behalf of Borrower or for otherwise acting in good faith under this Section
2.1.2, and upon funding of Loans by the Lenders in accordance with this
Agreement pursuant to any such telephonic notice Borrower shall have effected
Loans hereunder.

Borrower shall notify the Agent (who shall notify the Lenders) prior to the
funding of any Loans in the event that any of the matters to which Borrower is
required to certify in the applicable Notice of Borrowing is no longer true and
correct as of the applicable Funding Date, and the acceptance by Borrower of the
proceeds of any Loans shall constitute a re-certification by Borrower, as of the
applicable Funding Date, as to the matters to which Borrower is required to
certify in the applicable Notice of Borrowing.

Except as otherwise provided in Sections 2.11.2 and 2.11.3, a Notice of
Borrowing for a LIBOR Rate Loan (or telephonic notice in lieu thereof) shall be
irrevocable on and after the related Interest Rate Determination Date, and
Borrower shall be bound to make a borrowing in accordance therewith.

2.2 INTENTIONALLY DELETED.
2.3 DISBURSEMENT OF FUNDS.

As of the Closing Date, any Loans outstanding under the Existing Agreement
shall be repaid with Loan proceeds disbursed hereunder, with each Lender having
funded a portion of such Loan proceeds in an amount equal to its Pro Rata Share
thereof, and Borrower shall be obligated under the Existing Agreement to
compensate each Lender (as defined in the Existing Agreement) for any amounts
payable thereunder with respect to the prepayment of a LIBOR Rate Loan under the
Existing Agreement on a day other than the last day of the Interest Period (as
defined in the Existing Agreement) applicable thereto.

All Loans under this Agreement shall be made by the Lenders simultaneously
and proportionately to their respective Pro Rata Shares, it being understood
that no Lender shall be responsible for any default by any other Lender in that
other Lender's obligation to make a Loan requested hereunder nor shall the
Commitment of any Lender be increased or decreased as a result of a default by
any other Lender in that other Lender's obligation to make a Loan requested
hereunder. After receipt by the Agent of a Notice of Borrowing pursuant to
Section 2.1.2 (or telephonic notice in lieu thereof), the Agent shall promptly
notify (and, if the Notice of Borrowing is received by the Agent by 10:00 A.M.
(New York time) on any day, in any event by 2:00 P.M. of such day) each Lender
of the proposed borrowing. Each Lender shall make the
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amount of its Loan available to the Agent, in same day funds, at the office of
the Agent located at One Bankers Trust Plaza, New York, New York, not later than
12:00 Noon (New York time) on the applicable Funding Date in same day funds in
Dollars. Upon satisfaction or waiver of the conditions precedent specified in
Sections 3.1 (in the case of Loans made on the first Funding Date) and 3.2 (in
the case of all Loans), the Agent shall make the proceeds of such Loans
available to the applicable Borrower on the applicable Funding Date by causing
an amount of same day funds (in Dollars) equal to the proceeds of all such Loans
received by the Agent from the Lenders to be transferred to the account
designated in the Notice of Borrowing.

Unless the Agent shall have been notified by any Lender prior to the
Funding Date for any Loans that such Lender does not intend to make available to
the Agent the amount of such Lender's Loan requested on such Funding Date, the
Agent may assume that such Lender has made such amount available to the Agent on
such Funding Date and the Agent may, in its sole discretion, but shall not be
obligated to, make available to Borrower a corresponding amount on such Funding
Date. If such corresponding amount is not in fact made available to the Agent by
such Lender, the Agent shall be entitled to recover such corresponding amount on
demand from such Lender together with interest thereon, for each day from such
Funding Date until the date such amount is paid to the Agent, at the Federal
Funds Effective Rate for three Business Days and thereafter at the Base Rate. If
such Lender does not pay such corresponding amount forthwith upon the Agent's
demand therefor, the Agent shall promptly notify Borrower and Borrower shall
immediately pay such corresponding amount to the Agent together with interest
thereon, for each day from such Funding Date until the date such amount is paid
to the Agent, at the rate payable under this Agreement for Base Rate Loans.
Nothing in this Section 2.3 shall be deemed to relieve any Lender from its
obligation to fulfill its Commitment hereunder or to prejudice any rights that
Borrower may have against any Lender as a result of any default by such Lender
hereunder.

2.4 THE REGISTER.



2.4.1 The Agent shall maintain, at its address referred to in Section 8.8
a register for the recordation of the names and addresses of the Lenders and the
Commitment and Loans of each Lender from time to time (the "REGISTER"). The
Borrower, the Agent and the Lenders may treat each Person whose name is recorded
in the Register as a Lender hereunder for all purposes of this Agreement. The
Register shall be available for inspection by Borrower or any Lender at any
reasonable time and from time to time upon reasonable prior notice.

2.4.2 The Agent shall record in the Register the Commitment and the Loans
from time to time of each Lender, and each repayment or prepayment in respect of
the principal amount of the Loans of each Lender. Any such recordation shall be
conclusive and binding on Borrower and each Lender, absent manifest error;
provided, however, that failure to make any such recordation, or any error in
such recordation, shall not affect Borrower's Obligations in respect of the
applicable Loans.

2.4.3 Each Lender shall record on its internal records (including any
promissory note described in Section 2.4.4) the amount of each Loan made by it
and each payment in respect thereof. Any such recordation shall be conclusive
and binding on Borrower, absent manifest error; provided, however, that failure
to make any such recordation, or any error in such
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recordation, shall not affect Borrower's Obligations in respect of the
applicable Loans; provided further, however, that in the event of any
inconsistency between the Register and any Lender's records, the recordations in
the Register shall govern.

2.4.4 Any Lender may, by notice to the Agent and Borrower, request that
all or part of the principal amount of Borrower's Loans from such Lender and
such Lender's Commitment hereunder be evidenced by Notes. Within three Business
Days of a Borrower's receipt of such notice, Borrower shall execute and deliver
to the Agent for delivery to the appropriate Lender a Note in the amount(s) of
such Lender's Commitment payable to the notifying Lender or, if so specified in
such notice, any Person who is an assignee of such Lender pursuant to Section
8.1 hereof. If the foreclosure or other enforcement of any Mortgage or any other
Security Document requires the presentation of a Note evidencing the Obligations
secured by such Security Document and Borrower fails or refuses to comply with a
request for such Note, then a copy of this Agreement may be presented in lieu of
such a Note.

2.5 MATURITY.

The aggregate outstanding principal balance of the Loans, together with
accrued interest thereon and all other amounts payable by Borrower under the
terms of the Loan Documents, shall be due and payable on the Maturity Date.

2.6 EXTENSION OF MATURITY DATE.

At any time prior to the date that is ninety (90) days before the Original
Maturity Date, Borrower may deliver a written notice to the Agent requesting
that the Maturity Date be extended from the Original Maturity Date to the
Extended Maturity Date and, if such notice is delivered, the Maturity Date shall
be so extended if the following conditions are satisfied:

(1) as of the Original Maturity Date, no Event of Default or
Potential Event of Default shall have occurred and be continuing and
Borrower shall have delivered an Officer's Certificate certifying
thereto; and

(ii) on or prior to the Original Maturity Date, Borrower shall
have paid to the Agent in immediately available funds, for
distribution to the Lenders in accordance with their Pro Rata
Shares, a fee equal to 0.25% of the aggregate amount of the
Commitments as of the Original Maturity Date."

2.7 INTEREST ON THE LOANS.

2.7.1 RATES OF INTEREST. Subject to the provisions of Sections 2.7.5, 2.11
and 2.12, each Loan shall bear interest on the unpaid principal amount thereof
from the date made to but not including maturity (whether by acceleration or
otherwise) at a rate determined by reference to the Adjusted LIBOR Rate or the
Base Rate, as applicable; provided, however, that in the event that any LIBOR
Rate Loan is to be made on a day when there are already six (6) Interest Periods
outstanding, such Loan shall bear interest at a rate determined by reference to
the Base Rate, notwithstanding any contrary notice from Borrower. The basis for
determining the interest rate with respect to any Loan shall be changed from
time to time in accordance with Section 2.7.4.
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Subject to the provisions of Sections 2.7.5, 2.9.1 and 2.12, the Loans



shall bear interest to but not including maturity as follows:

(1) if a Base Rate Loan, then at a rate equal to the Base
Rate.

(ii) 4if a LIBOR Rate Loan, then at the sum of the Adjusted
LIBOR Rate PLUS the Applicable Margin.

2.7.2 INTEREST PERIODS. In connection with each LIBOR Rate Loan, Borrower
shall, pursuant to the applicable Notice of Borrowing or Notice of
Conversion/Continuation, as the case may be, select an interest period (each an
"INTEREST PERIOD") to be applicable to such Loan, which Interest Period shall be
at Borrower's option a one, two or three month period; provided, however, that:

(1) the initial Interest Period of any LIBOR Rate Loan shall
commence on the Funding Date in respect of such Loan;

(ii) each successive Interest Period shall commence on the
day on which the next preceding Interest Period expires;

(111) if an Interest Period would otherwise expire on a day
that is not a Business Day, such Interest Period shall expire on the
next succeeding Business Day; provided, however, that, if any
Interest Period would otherwise expire on a day that is not a
Business Day but is a day of the month after which no further
Business Day occurs in such month, such Interest Period shall expire
on the next preceding Business Day;

(iv) any Interest Period that begins on the last Business Day
of a calendar month (or on a day for which there is no numerically
corresponding day in the calendar month at the end of such Interest
Period) shall, subject to clause (v) of this Section 2.7.2, end on
the last Business Day of a calendar month;

(v) no Interest Period with respect to any portion of the
Loans shall extend beyond the Maturity Date;

(vi) there shall be no more than six (6) Interest Periods
outstanding at any time;

(vii) if six Interest Periods are outstanding, at least one
Interest Period shall be either (a) a one month Interest Period or
(b) an Interest Period with less than 30 days remaining; and

(viii) in the event Borrower shall fail to specify an Interest
Period for a LIBOR Rate Loan in the applicable Notice of Borrowing
or Notice of Conversion/Continuation, Borrower shall be deemed to
have selected an Interest Period of one month.
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2.7.3 INTEREST PAYMENTS. Subject to the provisions of Sections 2.7.5,
interest on the Loans shall be payable monthly in arrears on and to each Payment
Date, upon any prepayment of the Loans (to the extent accrued on the amount
being prepaid) and at the Maturity Date.

2.7.4 CONVERSION/CONTINUATION. Subject to the provisions of Sections 2.7.5
and 2.11, Borrower may elect from time to time to convert a Base Rate Loan, or a
portion thereof, to a LIBOR Rate Loan subject to the requirements set forth in
Section 2.7.2. Upon the expiration of any Interest Period applicable to a LIBOR
Rate Loan, Borrower may elect to continue such Loan, or a portion thereof, as a
LIBOR Rate Loan, subject to the requirements set forth in Section 2.7.2, or to
convert such Loan, or a portion thereof, to a Base Rate Loan. Borrower shall
deliver a Notice of Conversion/Continuation to the Agent no later than 10:00
A.M. (New York) at least one Business Day in advance of the proposed conversion
date (in the case of a conversion to a Base Rate Loan) and at least three
Business Days in advance of the proposed conversion/continuation date (in the
case of a conversion to, or a continuation of, a LIBOR Rate Loan). A Notice of
Conversion/Continuation shall specify (i) the proposed conversion/continuation
date (which shall be a Business Day), (ii) the amount and type of the Loan to be
converted/continued, (iii) in the case of a conversion to, or a continuation of,
a LIBOR Rate Loan, the requested Interest Period, and (iv) in the case of a
conversion to, or a continuation of, a LIBOR Rate Loan, that no Potential Event
of Default or Event of Default has occurred and is continuing. In lieu of
delivering the above-described Notice of Conversion/Continuation, Borrower may
give the Agent telephonic notice by the required time of any proposed
conversion/continuation under this Section 2.7.4, provided, however, that such
notice shall be promptly confirmed in writing by delivery of a Notice of
Conversion/Continuation to the Agent on or before the proposed
conversion/continuation date. Upon receipt of written or telephonic notice of
any proposed conversion/continuation under this Section 2.7.4, the Agent shall
promptly transmit such notice by telefacsimile or telephone to each Lender.

Neither the Agent nor any Lender shall incur any liability to Borrower in



acting upon any telephonic notice referred to above that the Agent believes in
good faith to have been given by a duly Authorized Officer or other Person
authorized to act on behalf of Borrower or for otherwise acting in good faith
under this Section 2.7.4, and upon conversion or continuation of the applicable
basis for determining the interest rate with respect to any Loans in accordance
with this Agreement pursuant to any such telephonic notice Borrower shall have
effected a conversion or continuation, as the case may be, hereunder.

Except as otherwise provided in Sections 2.7.5, 2.11 and 2.12, a Notice of
Conversion/Continuation for conversion to, or continuation of, a LIBOR Rate Loan
(or telephonic notice in lieu thereof) shall be irrevocable on and after the
related Interest Rate Determination Date, and Borrower shall be bound to effect
a conversion or continuation in accordance therewith.

2.7.5 DEFAULT RATE INTEREST. During the continuation of any Event of
Default, the outstanding principal amount of all Loans and, to the extent
permitted by applicable law, any interest payments thereon not paid when due
(other than any excess interest payable solely pursuant to this Section 2.7.5)
and any fees and other amounts then due and payable hereunder, shall thereafter
bear interest (including post-petition interest in any proceeding under the
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Bankruptcy Code or other applicable bankruptcy or insolvency laws) payable upon
demand at a rate that is 2% per annum in excess of the interest rate otherwise
payable under this Agreement with respect to the applicable Loans (or, in the
case of any such fees and other amounts, at a rate which is 2% per annum in
excess of the interest rate otherwise payable under this Agreement for Base Rate
Loans); provided, however, that, in the case of LIBOR Rate Loans, if such Event
of Default is continuing, upon the expiration of the Interest Period in effect
at the time any such increase in interest rate is effective, such LIBOR Rate
Loans shall thereupon become Base Rate Loans and shall thereafter bear interest
payable upon demand at a rate which is 2% per annum in excess of the interest
rate otherwise payable under this Agreement for Base Rate Loans. Payment or
acceptance of the increased rates of interest provided for in this Section 2.7.5
is not a permitted alternative to timely payment and shall not constitute a
waiver of any Event of Default or otherwise prejudice or limit any rights or
remedies of the Agent or any Lender.

2.7.6 COMPUTATION OF INTEREST. Interest on the Loans shall be computed (a)
in the case of Base Rate Loans, on the basis of a 365-day or 366-day year, as
the case may be, and (b) in the case of LIBOR Rate Loans, on the basis of a
360-day year, in each case for the actual number of days elapsed in the period
during which it accrues. In computing interest on any Loans, the date of the
making of such Loan or the first day of an Interest Period applicable to such
Loan shall be included, and the date of repayment of such Loan or the expiration
date of an Interest Period applicable to such Loan shall be excluded; provided,
however, that if a Loan is repaid on the same day on which it is made, one day's
interest shall be paid on that Loan.

2.8 FEES.

2.8.1 UNUSED COMMITMENT FEES. Borrower agrees to pay to the Agent, for
distribution to each Lender in proportion to that Lender's Pro Rata Share,
unused commitment fees for the period from and including the Closing Date to and
excluding the Maturity Date as follows: (i) equal to, if the average of the
daily unused portion of the Commitments is greater than 65%, such average of the
daily unused portion of the Commitment MULTIPLIED BY 0.25% per annum; or (ii)
equal to, if the average of the daily unused portion of the Commitments is less
than or equal to 65%, such average of the daily unused portion of the Commitment
MULTIPLIED BY 0.20% per annum. Any such unused commitment fees are to be
calculated on the basis of a 360-day year and the actual number of days elapsed.
Anything contained in this Agreement to the contrary notwithstanding, for
purposes of calculating the unused commitment fees payable by Borrower pursuant
to this Section 2.8.1, the "UNUSED PORTION OF THE COMMITMENTS," as of any date
of determination, shall be an amount equal to the average daily amount by which
the aggregate of the Commitments exceeds the sum of: (a) the aggregate principal
amount of the Loans outstanding plus (b) the Letter of Credit Usage during the
applicable calendar quarter or portion thereof. The unused commitment fee shall
be payable as provided in this Section 2.8.1 notwithstanding that the then
Available Amount may be less than the amount of the Commitments. An unused
commitment fee shall be payable quarterly in arrears on the fifth day of each
calendar quarter or portion thereof during the term hereof, with a final payment
due on the Maturity Date.

2.8.2 FEE LETTER. Borrower shall pay the fees described in the Fee Letter
in accordance with the terms thereof.
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2.9 REPAYMENTS AND PREPAYMENTS; GENERAL PROVISIONS REGARDING PAYMENTS.

2.9.1 PREPAYMENTS AND UNSCHEDULED REDUCTIONS IN COMMITMENT.



2.9.1.1 VOLUNTARY PREPAYMENTS. Borrower may, upon not less than one
Business Day's prior written or telephonic notice, in the case of Base Rate
Loans, and three Business Days' prior written or telephonic notice in the case
of LIBOR Rate Loans, in each case confirmed in writing to the Agent (which
notice the Agent will promptly transmit by telecopy, telex or telephone to each
Lender), at any time and from time to time prepay any Loans on any Business Day
in whole or in part in an aggregate minimum amount of $1,000,000 and integral
multiples of $500,000 in excess of that amount (or, if less, the total amount of
all outstanding Loans); provided, however, that in the event a LIBOR Rate Loan
is prepaid on a day other than the last day of the Interest Period applicable
thereto, such prepayment shall be accompanied by the payment of any amounts
payable under Section 2.11. Notice of prepayment having been given as aforesaid,
the principal amount of the Loans specified in such notice shall become due and
payable on the prepayment date specified therein; provided, however, that in the
case of any such prepayment, Borrower shall promptly pay all amounts then due to
the Lenders pursuant to Section 2.11. Any such voluntary prepayment shall be
applied as specified in Section 2.9.1.5. Amounts prepaid pursuant to this
Section 2.9.1.1 may be reborrowed pursuant to Section 2.1.1.

2.9.1.2 VOLUNTARY REDUCTIONS OF COMMITMENT. Borrower may, upon not
less than three Business Days' prior written or telephonic notice confirmed in
writing to the Agent (which notice the Agent will promptly transmit by telecopy,
telex or telephone to each Lender), at any time and from time to time terminate
in whole or permanently reduce in part, without premium or penalty, the
Commitments in an amount up to the amount by which the Commitments exceed the
sum of: (a) the aggregate principal amount of the then outstanding Loans plus
(b) the Letter of Credit Usage; provided, however, that any such partial
reduction of the Commitments shall be in an aggregate minimum amount of
$1,000,000 and integral multiples of $1,000,000 in excess of that amount.
Borrower's notice to the Agent shall designate the date (which shall be a
Business Day) of such termination or reduction and the amount of any partial
reduction, and such termination or reduction of the Commitments shall be
effective on the date specified in Borrower's notice and shall reduce the
Commitment of each Lender proportionately to its Pro Rata Share.

2.9.1.3 REDUCTIONS IN BORROWING BASE DUE TO CASUALTY, CONDEMNATION
OR DISPOSITION OF A MORTGAGED PROPERTY. If there shall occur a casualty or
Taking with respect to any Mortgaged Property (or any portion thereof) or a sale
or other permanent disposition of such Mortgaged Property, with respect to which
occurrence a prepayment is required to be made, then the Borrowing Base shall be
recomputed as of such date, after giving effect to any Release.

2.9.1.4 PREPAYMENTS DUE TO BORROWING BASE. If at any time the
aggregate principal amount of the then outstanding Loans PLUS the Letter of
Credit Usage exceeds the Borrowing Base then in effect, as demonstrated by a
Borrowing Base Certificate delivered (or required to be delivered) pursuant to
Section 5.1.2, Borrower shall prepay the Loans in an amount equal to such excess
not later than 15 Business Days after the date that such Borrowing Base
Certificate shall have been delivered (or, if such Borrowing Base Certificate
shall not have been delivered timely or at all, on the last day that such
Borrowing Base Certificate is permitted
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by Section 5.1.2 to be delivered). Any mandatory prepayments pursuant to this
Section 2.9.1.4 shall be applied as specified in Section 2.9.1.5.

2.9.1.5 APPLICATION OF PREPAYMENTS. Each prepayment of the Loans
shall be applied first to Base Rate Loans to the full extent thereof before
application to LIBOR Rate Loans, in each case in a manner which minimizes the
amount of any payments required to be made by Borrower pursuant to Section
2.11.4, unless some other application is mutually acceptable to Borrower and the
Lenders.

2.9.2 APPLICATION OF PAYMENTS TO PRINCIPAL AND INTEREST. All payments in
respect of the principal amount of the Loans shall include payment of accrued
interest on the principal amount being repaid or prepaid, and all such payments
shall be applied to the payment of unpaid interest before application to
principal.

2.9.3 GENERAL PROVISIONS REGARDING PAYMENTS.

2.9.3.1 MANNER AND TIME OF PAYMENT. All payments by Borrower of
principal, interest, fees and other Obligations hereunder and under the Notes
and the other Loan Documents shall be made in same day funds and without
defense, setoff or counterclaim, free of any restriction or condition, and
delivered to the Agent not later than 12:00 Noon (New York time) on the date due
at its office located at One Bankers Trust Plaza, 130 Liberty Street, New York,
New York 10006 for the account of the Lenders; funds received by the Agent after
that time shall be deemed to have been paid on the next succeeding Business Day.

2.9.3.2 APPORTIONMENT OF PAYMENTS. Aggregate principal and interest
payments shall be apportioned among all outstanding Loans to which such payments



relate, in each case proportionately to the Lenders' respective Pro Rata Shares.
The Agent shall promptly distribute to each Lender, at the address as such
Lender may request, its Pro Rata Share of all such payments received by the
Agent and the unused commitment fees of such Lender when received by the Agent
pursuant to Section 2.8.1. Notwithstanding the foregoing provisions of this
Section 2.9.3.2, if, pursuant to the provisions of Section 2.11.3, any Affected
Lender makes Base Rate Loans in lieu of its Pro Rata Share of any LIBOR Rate
Loans, the Agent shall give effect thereto in apportioning payments received
thereafter. Any payment to be apportioned and distributed by Agent pursuant to
this Section 2.9.3.2 that is received by Agent prior to 12:00 Noon (New York
time) on any Business Day shall be so apportioned and distributed by Agent to
the applicable Lenders on such Business Day; any such payment received by Agent
on or after 12:00 Noon (New York time) on any Business Day shall be so
apportioned and distributed by Agent to the applicable Lenders on the next
succeeding Business Day. Any payment or portion thereof that is not apportioned
and distributed in accordance with the foregoing sentence shall accrue interest
at the Federal Funds Effective Rate from the Business Day on which the payment
is to be distributed to (but not including) the Business Day on which the
payment is apportioned and distributed to the applicable Lenders, and Agent
shall pay to each such Lender its proportionate share of all such accrued
interest at such time as the payment in question is apportioned and distributed;
Borrower shall in no event be liable for such interest.

2.9.3.3 PAYMENTS ON BUSINESS DAYS. Whenever any payment to be made
hereunder shall be stated to be due on a day that is not a Business Day, such
payment shall be
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made on the next succeeding Business Day and such extension of time shall be
included in the computation of the payment of interest hereunder.

2.9.3.4 NOTATION OF PAYMENT. Each Lender agrees that before
disposing of the Note held by it, or any part thereof (other than by granting
participations therein), that Lender will make a notation thereon of all Loans
evidenced by that Note and all principal payments previously made thereon and of
the date to which interest thereon has been paid; provided, however, that the
failure to make (or any error in the making of) a notation of any Loan made
under such Note shall not limit or otherwise affect the obligations of any Loan
Party hereunder or under such Note with respect to any Loan or any payments of
principal or interest on such Note.

2.9.4 INTENTIONALLY OMITTED.
2.10 USE OF LOAN PROCEEDS.

2.10.1 LOANS. Subject to the other provisions of this Agreement, the
proceeds of the Loans shall be applied by Borrower for the general business
purposes of Borrower.

2.10.2 MARGIN REGULATIONS. No portion of the proceeds of any Loan under
this Agreement shall be used by any Loan Party or any of its Subsidiaries in any
manner that might cause the borrowing to violate Regulation U, Regulation T or
Regulation X of the Board of Governors of the Federal Reserve System or any
other regulation of such Board or to violate the Exchange Act, in each case as
in effect on the date or dates of such borrowing.

2.11 SPECIAL PROVISIONS GOVERNING LIBOR RATE LOANS.

Notwithstanding any other provision of this Agreement to the contrary, the
following provisions shall govern with respect to the LIBOR Rate Loans as to the
matters covered:

2.11.1 DETERMINATION OF APPLICABLE INTEREST RATE. As soon as practicable
after 10:00 A.M. (New York time) on each Interest Rate Determination Date, the
Agent shall determine the Adjusted LIBOR Rate for the applicable Interest Period
and shall promptly give notice thereof (in writing or by telephone confirmed in
writing) to Borrower and each Lender. The Agent's determination shall be final,
conclusive and binding upon all parties, absent manifest error.

2.11.2 INABILITY TO DETERMINE APPLICABLE INTEREST RATE. If on any Interest
Rate Determination Date the Agent determines in good faith that by reason of
circumstances affecting the interbank LIBOR market, adequate and fair means do
not exist for ascertaining the interest rate applicable to such Loans on the
basis provided for in the definition of Adjusted LIBOR Rate, the Agent shall on
such date give notice to Borrower of such determination, whereupon (i) no Loans
may be made as, or converted to LIBOR Rate Loans until such time as the Agent
notifies Borrower and the Lenders that the circumstances giving rise to such
notice no longer exist and (ii) any Notice of Borrowing or Notice of
Conversion/Continuation given by Borrower with respect to the Loans in respect
of which such determination was made shall be deemed to contain a request that
such Loans be made as or converted to Base Rate Loans. The Agent's determination
shall be final and conclusive and binding upon all parties hereto, absent
manifest error.
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2.11.3 ILLEGALITY OR IMPRACTICABILITY OF LIBOR RATE. If at any time any
Lender determines in good faith that the making, maintaining or continuation of
its LIBOR Rate Loans (i) has become unlawful as a result of compliance by such
Lender in good faith with any law, treaty, governmental rule, regulation,
guideline or order (or would conflict with any such treaty, governmental rule,
regulation, guideline or order not having the force of law even though the
failure to comply therewith would not be unlawful) which was adopted or became
effective after the date of this Agreement or (ii) has become impracticable, or
would cause such Lender material hardship, as a result of contingencies
occurring after the date of this Agreement which materially and adversely affect
the interbank LIBOR market, or the position of such Lender in that market, then,
and in any such event, such Lender shall be an "AFFECTED LENDER" and it shall on
that date give notice (by telefacsimile or by telephone confirmed in writing) to
Borrower and the Agent of such determination. Thereafter, (a) the obligation of
the Affected Lender to make Loans as, or to convert Loans to LIBOR Rate Loans
shall be suspended until such notice shall be withdrawn by the Affected Lender,
(b) to the extent such determination by the Affected Lender relates to a LIBOR
Rate Loan then being requested by Borrower to be made or continued hereunder,
the Affected Lender shall make such Loan as, or convert such Loan to, as
applicable, a Base Rate Loan, (c) the Affected Lender's obligation to maintain
its outstanding LIBOR Rate Loans (the "AFFECTED LOANS") shall be terminated at
the earlier to occur of the expiration of the Interest Period then in effect
with respect to the LIBOR Rate Loans or when required by law and (d) the
Affected Loans shall automatically convert into Base Rate Loans on the date of
such termination. Except as provided in the immediately preceding sentence,
nothing in this section 2.11.3 shall affect the obligation of any Lender other
than an Affected Lender to make or maintain Loans as, or to convert Loans to,
LIBOR Rate Loans in accordance with the terms of this Agreement. Once the
conditions causing a Lender to be an Affected Lender no longer exist, such
Lender shall, promptly after it becomes aware thereof, withdraw the notice that
it is an Affected Lender by giving notice (by telecopy or by telephone confirmed
in writing) to Borrower and the Agent and such Lender's obligations to make
LIBOR Rate Loans hereunder shall be immediately reinstated. Any Lender's
determination shall be final and conclusive and binding upon all parties hereto,
absent manifest error, but shall be made only after consultation with the Agent.

2.11.4 COMPENSATION FOR BREAKAGE OR NON-COMMENCEMENT OF INTEREST PERIODS.
Borrower shall compensate each Lender, upon written request by such Lender
setting forth the basis for requesting such amounts, for all reasonable costs,
expenses and liabilities (including any interest paid by such Lender to lenders
of funds borrowed by it to make or carry its LIBOR Rate Loans and any costs,
expense or liability sustained by such Lender in connection with the liquidation
or re-employment of such funds) which such Lender may sustain: (i) if for any
reason a borrowing, or a conversion to or continuation of any LIBOR Rate Loan
does not occur on a date specified therefor in a Notice of Borrowing or a Notice
of Conversion/Continuance, as applicable, or a telephonic request for borrowing,
or a conversion to or continuation of any LIBOR Rate Loan does not occur on the
date specified therefor, (ii) if any prepayment or other principal payment or
any conversion of any of its LIBOR Rate Loans occurs on a date that is not the
last day of an Interest Period applicable to that Loan, (iii) if any prepayment
(including any prepayment pursuant to Section 2.9.1.1 or Section 2.9.1.4) or
other principal payment of any of its LIBOR Rate Loans is not made by Borrower
on any date specified in a notice of prepayment given by Borrower or (iv) as a
consequence of any other default by Borrower in repayment of its LIBOR Rate
Loans when required by the terms of this Agreement.
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2.11.5 BOOKING OF LIBOR RATE LOANS. Any Lender may make, carry or transfer
the LIBOR Rate Loans at, to, or for the account of any of its branch offices or
the office of an Affiliate of such Lender, provided that at the time of such
making or transfer Borrower would not thereby be made subject to (x) suspension
of the applicability of the LIBOR Rate Loans under Section 2.11.3, (y) payment
obligations under Section 2.12.1, or (z) withholding for Taxes under Section
2.12.2.

2.11.6 ASSUMPTIONS CONCERNING FUNDING OF LIBOR RATE LOANS. Calculation of
all amounts payable to a Lender under this Agreement shall be made as though
such Lender had actually funded each of its relevant LIBOR Rate Loans through
the purchase of a LIBOR deposit bearing interest at the rate obtained pursuant
to clause (i) of the definition of Adjusted LIBOR Rate in an amount equal to the
amount of such LIBOR Rate Loan and having a maturity comparable to the relevant
Interest Period and through the transfer of such LIBOR deposit from an offshore
office of such Lender to a domestic office of such Lender located in the United
States of America. Nevertheless, such Lender may fund each of its LIBOR Rate
Loans in any manner it sees fit and the foregoing assumptions shall be utilized
only for the purposes of calculating amounts payable under this Agreement.

2.12 INCREASED COSTS; TAXES; CAPITAL ADEQUACY.



2.12.1 COMPENSATION FOR INCREASED COSTS AND TAXES. Subject to Section
2.12.2 (which shall be controlling with respect to the matters covered thereby),
if any Lender shall in good faith determine that any law, treaty or governmental
rule, regulation or order, or any change therein or in the governmental
interpretation, administration or application thereof (including the adoption of
any new law, treaty or governmental rule, regulation or order), or any
determination of a Governmental Authority, in each case that becomes effective
after the date hereof, or compliance by such Lender with any guideline, request
or directive issued or made after the date hereof by any central bank or other
Governmental Authority or quasi-governmental authority (whether or not having
the force of law):

(a) subjects such Lender (or its applicable lending office)
to any additional Tax (other than any Tax on the overall net income
of such Lender), with respect to this Agreement or any of its
obligations hereunder or any payments to such Lender (or its
applicable lending office) of principal, interest, fees or any other
amount payable hereunder;

(b) imposes, modifies or holds applicable any reserve
(including any marginal, emergency, supplemental, special or other
reserve), special deposit, compulsory loan, FDIC insurance or
similar requirement against assets held by, or deposits or other
liabilities in or for the account of, or advances or loans by, or
other credit extended by, or any other acquisition of funds by, any
office of such Lender (other than any such reserve or other
requirements with respect to LIBOR Rate Loans that are already
reflected in the definition of Adjusted Eurodollar Rate); or
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(c) imposes any other condition (other than with respect to
a Tax matter) on or affecting such Lender (or its applicable lending
office) or its obligations hereunder or the interbank LIBOR market;

and the result of any of the foregoing is to increase the cost to such Lender of
agreeing to make, making or maintaining Loans hereunder then bearing the
Adjusted LIBOR Rate or to reduce any amount received or receivable by such
Lender (or its applicable lending office) with respect thereto; then, in any
such case, Borrower shall promptly pay to such Lender, upon receipt of the
statement referred to in the next sentence, such additional amount or amounts
(in the form of an increased rate of, or a different method of calculating,
interest or otherwise as such Lender in its sole discretion shall determine) as
may be necessary to compensate such Lender for any such increased cost or
reduction in amounts received or receivable hereunder. Such Lender shall deliver
to Borrower a written statement setting forth in reasonable detail the basis for
calculating the additional amounts owed to such Lender under this Section
2.12.1, which statement shall be conclusive and binding upon all parties hereto
absent manifest error.

2.12.2 WITHHOLDING OF TAXES.

2.12.2.1 PAYMENTS TO BE FREE AND CLEAR. All sums payable by Borrower
under this Agreement and the other Loan Documents shall be paid free and clear
of and (except to the extent required by law) without any deduction or
withholding on account of any Tax (excluding (i) Taxes imposed on the Agent's or
any Lender's overall net income or measured by Lender's net or gross income, net
receipts or net worth or (ii) franchise Taxes imposed on Lender by a
jurisdiction in which (a) such Lender is organized, (b) such Lender is doing
business or (c) such Lender's applicable lending office is located, and which
franchise Taxes would not have been imposed but for such organization, doing
business or lending office of such Lender) imposed, levied, collected, withheld
or assessed by or within the United States of America or any political
subdivision in or of the United States of America or any other jurisdiction from
or to which a payment is made by or on behalf of Borrower.

2.12.2.2 GROSSING-UP OF PAYMENTS. If Borrower or any other Loan
Party is required by law to make any deduction or withholding on account of any
such Tax from any sum paid or payable by Borrower to the Agent or any Lender
under any of the Loan Documents:

(a) Borrower shall notify the Agent of any such requirement
or any change in any such requirement promptly after Borrower
becomes aware of it;

(b) Borrower shall pay any such Tax before the date on which
penalties attach thereto, such payment to be made (if the liability
to pay is imposed on Borrower) for its own account or (if that
liability is imposed on such Lender) on behalf of and in the name of
the Agent or such Lender;

(c) the sum payable by Borrower in respect of which such
deduction, withholding or payment is required shall be increased to
the extent necessary to ensure that, after the making of that



deduction, withholding or payment, the Agent or such Lender, as the
case may be, receives on the due date a net sum equal to
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what it would have received had no such deduction, withholding or
payment been required or made; and

(d) within 30 days after paying any sum from which it is
required by law to make any deduction or withholding, and within 30
days after the due date of payment of any Tax which it is required
by Section 2.13.2.2(b) above to pay, Borrower shall deliver to the
Agent evidence satisfactory to the other affected parties of such
deduction, withholding or payment and of the remittance thereof to
the relevant taxing or other authority;

provided, however, that no such additional amount shall be required to be paid
to any Lender under clause (c) above except to the extent that any change after
the date hereof (in the case of the Lender listed on the signature page hereof)
or after the date such Lender became a Lender pursuant to Section 8.1 (in the
case of each other Lender) in any such requirement for a deduction, withholding
or payment shall result in an increase in the rate of such deduction,
withholding or payment from that in effect at the date of this Agreement (in the
case of the Lender listed on the signature page hereof) or at the date such
Lender became a Lender pursuant to Section 8.1 (in the case of each other
Lender) in respect of payments to such Lender.

2.12.2.3 U.S. TAX CERTIFICATES. Each Lender that is organized under
the laws of the United States of America or any state or political subdivision
thereof or the District of Columbia shall deliver to Borrower a properly
completed and duly executed Internal Revenue Service Form W-9 on the date on
which it becomes a Lender (including pursuant to Section 8.1). Each Lender that
is organized under the laws of any Jjurisdiction other than the United States of
America or any state or other political subdivision thereof or the District of
Columbia shall deliver to Borrower, on the date on which it becomes a Lender
pursuant to Section 8.1, such certificates, documents or other evidence,
properly completed and duly executed by such Lender (including Internal Revenue
Service Form W-8 and Form 1001 or Form 4224 or any other certificate or
statement of exemption required by Treasury Regulations Section 1.1441-4(a) or
Section 1.1441-6(c) or any successor thereto) to establish that such Lender is
not subject to deduction or withholding of United States federal income tax
under Section 1441, 1442 or 3406 of the Internal Revenue Code or otherwise (or
under any comparable provisions of any successor statute) with respect to any
payments to such Lender of principal, interest, fees or other amounts payable
under any of the Loan Documents. Each Lender further agrees to deliver
additional Internal Revenue Service Forms W-8, W-9, 1001, 4224 (or successor
forms, or such other certificates, documents or evidence, completed as
aforesaid, and establishing that such Lender is not so subject to deduction or
withholding) (i) promptly following the occurrence of any event requiring a
change in a form previously delivered by it to Borrower and (ii) such extensions
or renewals as may reasonably be requested by the Borrower.

2.12.2.4 REFUNDS, ETC. If any Lender receives a refund in respect of
any Taxes paid by Borrower pursuant to Section 2.12.2.2(b), it shall promptly
pay such refund and any interest paid with respect thereto.

2.12.2.5 CAPITAL ADEQUACY ADJUSTMENT. If any Lender shall have
reasonably determined that the adoption, effectiveness, phase-in or
applicability (after the date of this Agreement) of any law, rule or regulation
(or any provision thereof) regarding capital adequacy,
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or any change therein or in the interpretation or administration thereof by any
Governmental Authority, including any central bank or comparable agency charged
with the interpretation or administration thereof, or compliance by any Lender
(or its applicable lending office) with any guideline, request or directive
regarding capital adequacy (whether or not having the force of law (after the
date of this Agreement)) of any such Governmental Authority, has or would have
the effect of reducing the rate of return on the capital of such Lender or any
corporation controlling such Lender as a consequence of, or with reference to,
such Lender's interest in the Loans or other obligations hereunder with respect
to the Loans to a level below that which such Lender or such controlling
corporation could have achieved but for such adoption, effectiveness, phase-in,
applicability, change or compliance (taking into consideration the policies of
such Lender or such controlling corporation with regard to capital adequacy),
then from time to time, within five Business Days after receipt by Borrower from
such Lender of the statement referred to in the next sentence, Borrower shall
pay to such Lender such additional amount or amounts as will compensate such
Lender or such controlling corporation on an after-tax basis for such reduction.
Such Lender shall deliver to Borrower (with a copy to the Agent) a written
statement, setting forth in reasonable detail the basis of the calculation of
such additional amounts, which statement shall be conclusive and binding upon



all parties hereto absent manifest error. Nothing in this Section 2.12.3 shall
require the Borrower to make any payments in respect of Taxes; the Borrower's
obligation to indemnify for Lender Taxes shall be limited to its obligations
under Section 2.12.2.

2.12.3 OBLIGATION OF LENDER TO MITIGATE. Each Lender agrees that, as
promptly as practicable after the officer of such Lender responsible for
administering the Loans becomes aware of the occurrence of an event or the
existence of a condition that would entitle such Lender to (x) become an
Affected Lender, (y) receive payments under Section 2.12.1, or (z) require
Borrower to make payments under Section 2.12.2, it will, to the extent not
inconsistent with its formally-adopted internal policies of general application
and any applicable legal or regulatory restrictions, use reasonable efforts to
(1) maintain the Loans or interest of such Lender through another lending office
of such Lender, or (ii) take such other measures as such Lender may deem
reasonable, if as a result thereof the effect of the matters described in
clauses (x), (y) and (z) above would be materially reduced and if, as determined
by such Lender in its reasonable judgment, the making, funding or maintaining of
the Loans through such other lending office or in accordance with such other
measures, as the case may be, would not otherwise materially adversely affect
the Loans or the interests of such Lender; provided, however, if that such
Lender will not be obligated to utilize such other lending office pursuant to
this Section unless Borrower agrees to pay all incremental expenses incurred by
such Lender as a result of utilizing such other lending office as described in
clause (i) above. A certificate as to the amount of any such expenses payable by
Borrower pursuant to this Section 2.12.4 (setting forth in reasonable detail the
basis for requesting such amount) submitted by such Lender to Borrower (with a
copy to the Agent) shall be conclusive absent manifest error.

2.13 ADDITION OF MORTGAGED PROPERTIES.

2.13.1 ADDITION OF MORTGAGED PROPERTIES. Borrower may, with the prior
written approval of the Supermajority Lenders, which approval may be granted,
withheld, conditioned or delayed in their sole discretion, add one or more
Properties which are not Mortgaged Properties
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immediately prior to the time of such addition (each, an "ADDITIONAL MORTGAGED
PROPERTY") as Mortgaged Properties; provided that, in any event:

(1) as of such Addition Date, such Additional Mortgaged
Property shall be owned by Borrower or, if approved by the
Supermajority Lenders, a Mortgaged Property Subsidiary; provided
that such Mortgaged Property Subsidiary shall have executed a
Mortgaged Property Subsidiary Guaranty or a counterpart of the
Mortgaged Property Subsidiary Guaranty, as the case may be, and a
counterpart of this Agreement, the Environmental Indemnity and the
Security Agreement;

(ii) each Additional Mortgaged Property shall include the
entire fee interest in a suburban office building, located in the
United States of America and otherwise be of a type, quality and
character consistent with Borrower's business plan and strategy;

(iii) at least 30 days (or such shorter period as shall be
acceptable to the Agent) before the proposed Addition Date,
Borrower, at its expense, shall deliver to the Agent the Property
Information with respect to such Additional Mortgaged Property,
which Property Information shall be satisfactory in form and
substance to the Supermajority Lenders in their sole discretion;

(iv) if such Additional Mortgaged Property is the subject of
an acquisition, all Investments and Guaranties to be made by the
Loan Parties and their respective Subsidiaries in connection with
the proposed acquisition shall be permitted pursuant to Sections 6.3
and 6.4;

(v) at least two (2) days before such Addition Date,
Borrower, at its expense, shall deliver to the Agent the following
with respect to the applicable Additional Mortgaged Property:

(a) an Officer's Certificate of Borrower setting forth a
schedule of insurance with respect to each of the insurance policies
required pursuant to Section 5.10, and the Agent shall be satisfied
with the nature and scope of such insurance policies and each such
insurance policy shall name the Agent, on behalf of the Lenders, as
loss payee, or as additional insured, as the case may be,

(b) an Addition Certificate in reasonable detail
satisfactory to the Agent,

(c) supplements to the Schedules to this Agreement, the
Environmental Indemnity and the Security Agreement reflecting the



designation of such Additional Mortgaged Property, which Schedules
shall be reasonably acceptable to the Agent,

(d) each of the other documents and satisfy each of the
other conditions set forth in Sections 3.1.1 (if applicable, with
respect to a Mortgaged Property Subsidiary), 3.1.2 (if applicable,
with respect to a Mortgaged Property
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Subsidiary), 3.1.6, 3.1.7, 3.1.8, 3.1.9, 3.1.10, 3.1.11, 3.1.12 and
3.1.16 with respect to such Additional Mortgaged Property,

(e) an Appraisal with respect to such Additional Mortgaged
Property, which Appraisal shall be satisfactory in form and
substance to the Agent,

(f) executed or certified, conformed copies of any
applicable Acquisition Agreement, and such other documents,
certificates and opinions executed and delivered by or on behalf of
COPT or any of its Subsidiaries as the Agent or any Lender may
reasonably request,

(g) a Borrowing Base Certificate setting forth in reasonable
detail the computation of the Borrowing Base as of the Addition Date
and after giving effect to such Additional Mortgaged Property, and

(h) payment pursuant to Section 8.2 of the expenses incurred
by the Agent or any Lender in connection with the matters subject to
this Section 2.13.

2.14 RELEASES OF MORTGAGED PROPERTIES.

2.14.1 MORTGAGED PROPERTIES. At any time and from time to time after the
Closing Date, in connection with a refinancing of any Mortgaged Property, or the
sale or other permanent disposition of any Mortgaged Property, but subject to
Section 2.15, Borrower may obtain a Release of the Lien of the Security
Documents in respect of all, but except as provided below not a portion of, such
Mortgaged Property subject to the following terms and conditions on the
applicable Release Date; provided that no Mortgaged Property shall be Released
within three months of the Addition Date of such Mortgaged Property:

(1) Borrower shall have delivered written notice to the
Agent (a) not less than 30 days (or such shorter period as shall be
acceptable to the Agent) prior to the proposed Release Date
specifying the proposed Release Date and such Mortgaged Property and
(b) not less than five (5) days prior to the actual Release Date
specifying such actual Release Date and such Mortgaged Property;

(11) no Event of Default or Potential Event of Default shall
have occurred and be continuing as of the date of the delivery of
the notice pursuant to clause (i) above (other than any which will
be cured by such Release and, if applicable, the application of
proceeds in connection therewith) and no Event of Default or
Potential Event of Default shall be continuing as of the Release
Date after giving effect to such Release;

(111) concurrently with such Release, the Borrowing Base shall
be recomputed by giving effect to such Release;

(iv) Borrower shall have prepaid the Loans in the amount
required by Section 2.9.1.4 (for purposes hereof, such prepayment
shall be made as a condition precedent to the Release of a Mortgaged
Property without the benefit of
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any period of time, as set forth in Section 2.9.1.4, within which
Borrower must prepay the Loans after the delivery of an updated
Borrowing Base Certificate);

(v) Borrower shall have delivered to the Agent and the
Lenders (a) an Officer's Certificate dated the Release Date,
certifying as to the matters referred to in clause (ii) above, and
(b) a Borrowing Base Certificate setting forth in reasonable detail
the computation of the Borrowing Base as of the Release Date and
after giving effect to such Release;

(vi) Borrower, at its sole cost and expense, shall have (a)
with respect to any partial Release of the Lien of the Security
Documents in respect of such Mortgaged Property, delivered to the
Agent one or more endorsements to the Title Policy in respect of
such Mortgaged Property insuring that, after giving effect to such



partial Release and with respect to the portion of such Mortgaged
Property which is not being Released, the Liens created by the
applicable Mortgage and insured under such Title Policy are in full
force and effect and unaffected by such partial Release as to the
remaining portion of such Mortgaged Property, (b) prepared any and
all documents and instruments necessary to effect such Release, all
of which shall be satisfactory in form and substance to the Agent,
and (c) paid all reasonable costs and expenses incurred by the Agent
and its counsel in connection with the review, execution and
delivery of the release documents; and

(vii) all other proceedings taken or to be taken in connection
with such Release and all documents incidental thereto shall be
satisfactory in form and substance to the Agent and the Agent's
counsel. The Agent and such counsel shall have received all such
counterpart originals or certified copies of such documents as the
Agent may reasonably request and counsel for the Agent shall have
received such documents and evidence that such counsel shall require
in order to establish compliance with the conditions set forth in
this Section 2.14.

Borrower may obtain a Release of the Lien of the Security Documents in respect
of a portion of any Mortgaged Property, if title to such portion has been
permanently Taken, by complying with the foregoing terms and conditions on the
applicable Release Date.

2.14.2 EFFECT OF RELEASE. Upon any Release of any Mortgaged Property in
accordance with this Section 2.14, such Property shall cease to be a Mortgaged
Property for the purposes of this Agreement (other than for purposes of any
indemnity contained herein or in any of the other Loan Documents to the extent
such indemnification applies to such Mortgaged Property) .

2.14.3 REVISED SCHEDULES. Upon the Release of any Mortgaged Property
pursuant to this Section 2.14, Borrower shall deliver to the Agent revised
Schedules to this Agreement, the Environmental Indemnity and the Security
Agreement, as applicable, reflecting the Release of such Mortgaged Property,
which Schedules shall be reasonably satisfactory to the Agent and shall become
effective upon the date of such Release.
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2.15 SUBSTITUTIONS OF MORTGAGED PROPERTIES.

2.15.1 SUBSTITUTION. At any time and from time to time after the Closing
Date, Borrower may, with the prior written approval of the Supermajority
Lenders, which approval may be granted, withheld, conditioned or delayed in
their sole discretion, substitute an Additional Mortgaged Property for a
Mortgaged Property subject to the following terms and conditions:

(1) Borrower shall satisfy the terms and conditions set
forth in Section 2.13 (other than Section 2.13.1(v) (g)) with respect
to the Additional Mortgaged Property;

(11) Borrower shall satisfy the terms and conditions set
forth in Section 2.14 (other than Sections 2.14.1(iii), 2.14.1(iv)
or 2.14.1(v) (b)) with respect to the Mortgaged Property to be
Released;

(iii) Borrower, at its expense, shall deliver to the Agent a
Borrowing Base Certificate setting forth in reasonable detail the
computation of the Borrowing Base as of the Addition Date and after
giving effect to such Additional Mortgaged Property and such
Mortgaged Property being Released.

2.16 ISSUANCE OF LETTERS OF CREDIT AND LENDERS' PURCHASE OF PARTICIPATIONS
THEREIN.

2.16.1 LETTERS OF CREDIT. In addition to Borrower requesting that Lenders
make Loans pursuant to Section 2.1.1, Borrower may request, in accordance with
the provisions of this Section 2.16.1, from time to time during the period from
the Closing Date to but excluding the date that is ten (10) days prior to the
Maturity Date, that one or more Lenders issue Letters of Credit for the account
of Borrower for the purposes specified in the definition of Letters of Credit.
Subject to the terms and conditions of this Agreement and in reliance upon the
representations and warranties of Borrower herein set forth, any one or more
Lenders may, but (except as provided in Section 2.16.2.2) shall not be obligated
to, issue such Letters of Credit in accordance with the provisions of this
Section 2.16.1; provided that Borrower shall not request that any Lender issue
(and no Lender shall issue):

(1) any Letter of Credit if, after giving effect to such
issuance, the sum of: (a) the aggregate principal amount of the
outstanding Loans plus (b) the Letter of Credit Usage would exceed
the Available Amount then in effect;



(ii) any Letter of Credit if, after giving effect to such
issuance, the Letter of Credit Usage would exceed $5,000,000;

(iii) any Letter of Credit having an expiration date later
than the earlier of (a) the Business Day prior to the Maturity Date
and (b) the date which is one year from the date of issuance of such
Letter of Credit; provided that the immediately preceding clause (b)
shall not prevent any Issuing Lender from agreeing that a Letter of
Credit will automatically be extended for one or more successive
periods not to exceed one year each unless such Issuing Lender
elects not to extend for any such additional period; and PROVIDED,
FURTHER that such
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Issuing Lender shall elect not to extend such Letter of Credit if it
has knowledge that an Event of Default has occurred and is
continuing (and has not been waived in accordance with Section 8.6)
at the time such Issuing Lender must elect whether or not to allow
such extension; or

(iv) any Letter of Credit denominated in a currency other
than Dollars.

2.16.2 MECHANICS OF ISSUANCE.

2.16.2.1 NOTICE OF ISSUANCE. Whenever Borrower desires the issuance
of a Letter of Credit, it shall deliver to Agent a Notice of Issuance of Letter
of Credit no later than 12:00 Noon (New York City time) at least three Business
Days (or in each case such shorter period as may be agreed to by the Issuing
Lender in any particular instance) in advance of the proposed date of issuance.
The Notice of Issuance of Letter of Credit shall specify (a) the proposed date
of issuance (which shall be a Business Day), (b) the face amount of the Letter
of Credit, (c) the expiration date of the Letter of Credit, (d) the name and
address of the beneficiary, and (e) either the verbatim text of the proposed
Letter of Credit or the proposed terms and conditions thereof, including a
precise description of any documents to be presented by the beneficiary which,
if presented by the beneficiary on or prior to the expiration date of the Letter
of Credit, would require the Issuing Lender to make payment under the Letter of
Credit; provided that the Issuing Lender, in its reasonable discretion, may
require changes in the text of the proposed Letter of Credit or any such
documents.

Borrower shall notify the applicable Issuing Lender (and the
Agent, if the Agent is not such Issuing Lender) prior to the
issuance of any Letter of Credit in the event that any of the
matters to which Borrower is required to certify in the applicable
Notice of Issuance of Letter of Credit is no longer true and correct
as of the proposed date of issuance of such Letter of Credit, and
upon the issuance of any Letter of Credit Borrower shall be deemed
to have re-certified, as of the date of such issuance, as to the
matters to which Borrower is required to certify in the applicable
Notice of Issuance of Letter of Credit.

2.16.2.2 DETERMINATION OF ISSUING LENDER. Upon receipt by the Agent
of a Notice of Issuance of Letter of Credit pursuant to Section 2.16.2.1
requesting the issuance of a Letter of Credit, in the event the Agent elects to
issue such Letter of Credit, the Agent shall promptly so notify Borrower, and
the Agent shall be the Issuing Lender with respect thereto. In the event that
the Agent, in its sole discretion, elects not to issue such Letter of Credit,
the Agent shall promptly so notify Borrower, whereupon Borrower may request any
other Lender to issue such Letter of Credit by delivering to such Lender a copy
of the applicable Notice of Issuance of Letter of Credit. Any Lender so
requested to issue such Letter of Credit shall promptly notify Borrower and the
Agent whether or not, in its sole discretion, it has elected to issue such
Letter of Credit, and any such Lender which so elects to issue such Letter of
Credit shall be the Issuing Lender with respect thereto. In the event that all
other Lenders shall have declined to issue such Letter of Credit,
notwithstanding the prior election of the Agent not to issue such Letter of
Credit, the Agent shall be obligated to issue such Letter of Credit and shall be
the Issuing Lender with respect thereto notwithstanding the fact that the Letter
of Credit Usage with respect to such Letter of Credit and with respect to all
other Letters of Credit issued by the Agent, when
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aggregated with the Agent's outstanding Loans, may exceed the Agent's Commitment
then in effect.

2.16.2.3 ISSUANCE OF LETTER OF CREDIT. Upon satisfaction or waiver
(in accordance with Section 8.6) of the conditions set forth in Section 3.3, the
Issuing Lender shall issue the requested Letter of Credit in accordance with the



Issuing Lender's standard operating procedures.

2.16.2.4 NOTIFICATION TO LENDERS. Upon the issuance of any Letter of
Credit the applicable Issuing Lender shall promptly notify the Agent and each
other Lender of such issuance, which notice may, if so requested by a Lender, be
accompanied by a copy of such Letter of Credit. Promptly after receipt of such
notice (or, if the Agent is the Issuing Lender, together with such notice), the
Agent shall notify each Lender of the amount of such Lender's respective
participation in such Letter of Credit, determined in accordance with subsection
2.16.3.

2.16.2.5 REPORTS TO LENDERS. Within 15 days after the end of each
calendar quarter ending after the Closing Date, so long as any Letter of Credit
shall have been outstanding during such calendar quarter, each Issuing Lender
shall deliver to each other Lender a report setting forth for such calendar
quarter the daily aggregate amount available to be drawn under the Letters of
Credit issued by such Issuing Lender that were outstanding during such calendar
quarter.

2.16.3 LENDERS' PURCHASE OF PARTICIPATIONS IN LETTERS OF CREDIT.
Immediately upon the issuance of each Letter of Credit, each Lender shall be
deemed to, and hereby agrees to, have irrevocably purchased from the Issuing
Lender a participation in such Letter of Credit and any drawings honored
thereunder in an amount equal to such Lender's Pro Rata Share of the maximum
amount which is or at any time may become available to be drawn thereunder.

2.17 LETTER OF CREDIT FEES.

Borrower agrees to pay the following amounts with respect to Letters of
Credit issued hereunder:

(1) with respect to each Letter of Credit, (a) a fronting
fee, payable directly to the applicable Issuing Lender for its own
account, equal to the greater of (X) $500 and (Y) 0.125% per annum
of the daily amount available to be drawn under such Letter of
Credit and (b) a letter of credit fee, payable to the Agent for the
account of Lenders, equal to the daily amount available to be drawn
under such Letter of Credit times the Applicable Margin per annum,
each such fronting fee or letter of credit fee to be payable in
arrears on and to (but excluding) each March 15, June 15, September
15 and December 15 of each year and computed on the basis of a
360-day year for the actual number of days elapsed; and

(i) with respect to the issuance, amendment or transfer of
each Letter of Credit and each payment of a drawing made thereunder
(without duplication of the fees payable under clause (i) above),
documentary and processing charges payable directly to the
applicable Issuing Lender for its own account in
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accordance with such Issuing Lender's standard schedule for such
charges in effect at the time of such issuance, amendment, transfer
or payment, as the case may be.

For purposes of calculating any fees payable under clause (i) of this Section
2.16.3 the daily amount available to be drawn under any Letter of Credit shall
be determined as of the close of business on any date of determination. Promptly
upon receipt by the Agent of any amount described in clause (i) (b) of this
Section 2.17, the Agent shall distribute to each Lender its Pro Rata Share of
such amount.

2.18 DRAWINGS AND REIMBURSEMENT OF AMOUNTS PAID UNDER LETTERS OF CREDIT.

2.18.1 RESPONSIBILITY OF ISSUING LENDER WITH RESPECT TO DRAWINGS. In
determining whether to honor any drawing under any Letter of Credit by the
beneficiary thereof, the Issuing Lender shall be responsible only to examine the
documents delivered under such Letter of Credit with reasonable care so as to
ascertain whether they appear on their face to be in accordance with the terms
and conditions of such Letter of Credit.

2.18.2 REIMBURSEMENT BY BORROWER OF AMOUNTS PAID UNDER LETTERS OF CREDIT.
In the event an Issuing Lender has determined to honor a drawing under a Letter
of Credit issued by it, such Issuing Lender shall immediately notify Borrower
and the Agent, and Borrower shall reimburse such Issuing Lender on the date on
which such drawing is honored (the "REIMBURSEMENT DATE") in an amount in Dollars
and in same day funds equal to the amount of such honored drawing; provided
that, anything contained in this Agreement to the contrary notwithstanding, (i)
unless Borrower shall have notified the Agent and such Issuing Lender prior to
10:00 A.M. (New York City time) on the date such drawing is honored that
Borrower intends to reimburse such Issuing Lender for the amount of such honored
drawing with funds other than the proceeds of Loans, Borrower shall be deemed to
have given a timely Notice of Borrowing to the Agent requesting Lenders to make
Loans that are Base Rate Loans on the Reimbursement Date in an amount in Dollars



equal to the amount of such honored drawing and (ii) subject to satisfaction or
waiver of the conditions specified in Section 3.2.2, Lenders shall, on the
Reimbursement Date, make Loans that are Base Rate Loans in the amount of such
honored drawing, the proceeds of which shall be applied directly by the Agent to
reimburse such Issuing Lender for the amount of such honored drawing; and
PROVIDED, FURTHER that if for any reason proceeds of Loans are not received by
such Issuing Lender on the Reimbursement Date in an amount equal to the amount
of such honored drawing, Borrower shall reimburse such Issuing Lender, on
demand, in an amount in same day funds equal to the excess of the amount of such
honored drawing over the aggregate amount of such Loans, if any, which are so
received. Nothing in this Section 2.18 shall be deemed to relieve any Lender
from its obligation to make Loans on the terms and conditions set forth in this
Agreement, and Borrower shall retain any and all rights it may have against any
Lender resulting from the failure of such Lender to make such Loans under this
Section 2.18.

2.19 PAYMENT BY LENDERS OF UNREIMBURSED AMOUNTS PAID UNDER LETTERS OF CREDIT.

2.19.1 PAYMENT BY LENDERS. In the event that Borrower shall fail for any
reason to reimburse any Issuing Lender as provided in Section 2.18 in an amount
equal to the amount of
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any drawing honored by such Issuing Lender under a Letter of Credit issued by
it, such Issuing Lender shall promptly notify each other Lender of the
unreimbursed amount of such honored drawing and of such other Lender's
respective participation therein based on such Lender's Pro Rata Share. Each
Lender shall make available to such Issuing Lender an amount equal to its
respective participation, in Dollars and in same day funds, at the office of
such Issuing Lender specified in such notice, not later than 12:00 Noon (New
York City time) on the first business day (under the laws of the jurisdiction in
which such office of such Issuing Lender is located) after the date notified by
such Issuing Lender. In the event that any Lender fails to make available to
such Issuing Lender on such business day the amount of such Lender's
participation in such Letter of Credit as provided in this Section 2.19, such
Issuing Lender shall be entitled to recover such amount on demand from such
Lender together with interest thereon at the rate customarily used by such
Issuing Lender for the correction of errors among banks for three Business Days
and thereafter at the Base Rate. Nothing in this Section 2.19 shall be deemed to
prejudice the right of any Lender to recover from any Issuing Lender any amounts
made available by such Lender to such Issuing Lender pursuant to this Section
2.19 in the event that it is determined by the final judgment of a court of
competent jurisdiction that the payment with respect to a Letter of Credit by
such Issuing Lender in respect of which payment was made by such Lender
constituted gross negligence or willful misconduct on the part of such Issuing
Lender.

2.19.2 DISTRIBUTION TO LENDERS OF REIMBURSEMENTS RECEIVED FROM BORROWER. In
the event any Issuing Lender shall have been reimbursed by other Lenders
pursuant to Section 2.19.1 for all or any portion of any drawing honored by such
Issuing Lender under a Letter of Credit issued by it, such Issuing Lender shall
distribute to each other Lender which has paid all amounts payable by it under
Section 2.19.1 with respect to such honored drawing such other Lender's Pro Rata
Share of all payments subsequently received by such Issuing Lender from Borrower
in reimbursement of such honored drawing when such payments are received. Any
such distribution shall be made to a Lender at its primary address set forth
below its name on the appropriate signature page hereof or at such other address
as such Lender may request.

2.20 INTEREST ON AMOUNTS PAID UNDER LETTERS OF CREDIT.

2.20.1 PAYMENT OF INTEREST BY BORROWER. Borrower agrees to pay to each
Issuing Lender, with respect to drawings honored under any Letters of Credit
issued by it, interest on the amount paid by such Issuing Lender in respect of
each such honored drawing from the date such drawing is honored to but excluding
the date such amount is reimbursed by Borrower (including any such reimbursement
out of the proceeds of Loans pursuant to Section 2.18.2) at a rate equal to (a)
for the period from the date such drawing is honored to but excluding the
Reimbursement Date, the rate then in effect under this Agreement with respect to
Loans that are Base Rate Loans and (b) thereafter, a rate which is 2% per annum
in excess of the rate of interest otherwise payable under this Agreement with
respect to Loans that are Base Rate Loans. Interest payable pursuant to this
Section 2.20.1 shall be computed on the basis of a 365-day or 366-day year, as
the case may be, for the actual number of days elapsed in the period during
which it accrues and shall be payable on demand or, if no demand is made, on the
date on which the related drawing under a Letter of Credit is reimbursed in
full.
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2.20.2 DISTRIBUTION OF INTEREST PAYMENTS BY ISSUING LENDER. Promptly upon
receipt by any Issuing Lender of any payment of interest pursuant to Section



2.20.1 with respect to a drawing honored under a Letter of Credit issued by it,
(a) such Issuing Lender shall distribute to each other Lender, out of the
interest received by such Issuing Lender in respect of the period from the date
such drawing is honored to but excluding the date on which such Issuing Lender
is reimbursed for the amount of such drawing (including any such reimbursement
out of the proceeds of Loans pursuant to Section 2.18.2), the amount that such
other Lender would have been entitled to receive in respect of the letter of
credit fee that would have been payable in respect of such Letter of Credit for
such period pursuant to Section 2.17 if no drawing had been honored under such
Letter of Credit, and (b) in the event such Issuing Lender shall have been
reimbursed by other Lenders pursuant to Section 2.19.1 for all or any portion of
such honored drawing, such Issuing Lender shall distribute to each other Lender
which has paid all amounts payable by it under Section 2.19.1 with respect to
such honored drawing such other Lender's Pro Rata Share of any interest received
by such Issuing Lender in respect of that portion of such honored drawing so
reimbursed by other Lenders for the period from the date on which such Issuing
Lender was so reimbursed by other Lenders to but excluding the date on which
such portion of such honored drawing is reimbursed by Borrower. Any such
distribution shall be made to a Lender at its primary address set forth below
its name on the appropriate signature page hereof or at such other address as
such Lender may request.

2.21 OBLIGATIONS ABSOLUTE.

The obligation of Borrower to reimburse each Issuing Lender for drawings
honored under the Letters of Credit issued by it and to repay any Loans made by
Lenders pursuant to Section 2.18.2 and the obligations of Lenders under Section
2.19.1 shall be unconditional and irrevocable and shall be paid strictly in
accordance with the terms of this Agreement under all circumstances including,
without limitation, any of the following circumstances:

(1) any lack of validity or enforceability of any Letter of
Credit;

(11) the existence of any claim, set-off, defense or other
right which Borrower or any Lender may have at any time against a
beneficiary or any transferee of any Letter of Credit (or any
Persons for whom any such transferee may be acting), any Issuing
Lender or other Lender or any other Person or, in the case of a
Lender, against Borrower, whether in connection with this Agreement,
the transactions contemplated herein or any unrelated transaction
(including any underlying transaction between any of the Loan
Parties or one of their Subsidiaries and the beneficiary for which
any Letter of Credit was procured);

(iii) any draft or other document presented under any Letter
of Credit proving to be forged, fraudulent, invalid or insufficient
in any respect or any statement therein being untrue or inaccurate
in any respect;

(iv) payment by the applicable Issuing Lender under any
Letter of Credit against presentation of a draft or other document
which does not substantially comply with the terms of such Letter of
Credit;
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(v) any adverse change in the business, operations,
properties, assets, condition (financial or otherwise) or prospects
of any of the Loan Parties or any of their Subsidiaries;

(vi) any breach of this Agreement or any other Loan Document
by any party thereto;

(vii) any other circumstance or happening whatsoever, whether
or not similar to any of the foregoing; or

(viii) the fact that an Event of Default or a Potential Event
of Default shall have occurred and be continuing;

PROVIDED, in each case, that payment by the applicable Issuing Lender under the
applicable Letter of Credit shall not have constituted gross negligence or
willful misconduct of such Issuing Lender under the circumstances in question
(as determined by a final judgment of a court of competent jurisdiction).

2.22 INDEMNIFICATION; NATURE OF ISSUING LENDERS' DUTIES.

2.22.1 INDEMNIFICATION. In addition to amounts payable as provided in
Section 2.23, Borrower hereby agrees to protect, indemnify, pay and save
harmless each Issuing Lender from and against any and all claims, demands,
liabilities, damages, losses, costs, charges and expenses (including reasonable
fees, expenses and disbursements of counsel and allocated costs of internal
counsel) which such Issuing Lender may incur or be subject to as a consequence,
direct or indirect, of (i) the issuance of any Letter of Credit by such Issuing



Lender, other than as a result of (a) the gross negligence or willful misconduct
of such Issuing Lender as determined by a final judgment of a court of competent
jurisdiction or (b) subject to the following clause (ii), the wrongful dishonor
by such Issuing Lender of a proper demand for payment made under any Letter of
Credit issued by it or (ii) the failure of such Issuing Lender to honor a
drawing under any such Letter of Credit as a result of any act or omission,
whether rightful or wrongful, of any present or future de jure or de facto
government or governmental authority (all such acts or omissions herein called
"GOVERNMENTAL ACTS") .

2.22.2 NATURE OF ISSUING LENDERS' DUTIES. As between Borrower and any
Issuing Lender, Borrower assumes all risks of the acts and omissions of, or
misuse of the Letters of Credit issued by such Issuing Lender by, the respective
beneficiaries of such Letters of Credit. In furtherance and not in limitation of
the foregoing, such Issuing Lender shall not be responsible for: (i) the form,
validity, sufficiency, accuracy, genuineness or legal effect of any document
submitted by any party in connection with the application for and issuance of
any such Letter of Credit, even if it should in fact prove to be in any or all
respects invalid, insufficient, inaccurate, fraudulent or forged; (ii) the
validity or sufficiency of any instrument transferring or assigning or
purporting to transfer or assign any such Letter of Credit or the rights or
benefits thereunder or proceeds thereof, in whole or in part, which may prove to
be invalid or ineffective for any reason; (iii) failure of the beneficiary of
any such Letter of Credit to comply fully with any conditions required in order
to draw upon such Letter of Credit; (iv) errors, omissions, interruptions or
delays in transmission or delivery of any messages, by mail, cable, telegraph,
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telex or otherwise, whether or not they be in cipher; (v) errors in
interpretation of technical terms; (vi) any loss or delay in the transmission or
otherwise of any document required in order to make a drawing under any such
Letter of Credit or of the proceeds thereof; (vii) the misapplication by the
beneficiary of any such Letter of Credit of the proceeds of any drawing under
such Letter of Credit; or (viii) any consequences arising from causes beyond the
control of such Issuing Lender, including without limitation any Governmental
Acts, and none of the above shall affect or impair, or prevent the vesting of,
any of such Issuing Lender's rights or powers hereunder.

In furtherance and extension and not in limitation of the specific
provisions set forth in the first paragraph of this Section 2.22.2, any action
taken or omitted by any Issuing Lender under or in connection with the Letters
of Credit issued by it or any documents and certificates delivered thereunder,
if taken or omitted in good faith, shall not put such Issuing Lender under any
resulting liability to Borrower.

Notwithstanding anything to the contrary contained in this Section 2.22,
Borrower shall retain any and all rights it may have against any Issuing Lender
for any liability arising solely out of the gross negligence or willful
misconduct of such Issuing Lender, as determined by a final judgment of a court
of competent jurisdiction.

2.23 INCREASED COSTS AND TAXES RELATING TO LETTERS OF CREDIT.

Subject to the provisions of Section 2.12.2 (which shall be controlling
with respect to the matters covered thereby), in the event that any Issuing
Lender or Lender shall determine (which determination shall, absent manifest
error, be final and conclusive and binding upon all parties hereto) that any
law, treaty or governmental rule, regulation or order, or any change therein or
in the interpretation, administration or application thereof (including the
introduction of any new law, treaty or governmental rule, regulation or order),
or any determination of a court or governmental authority, in each case that
becomes effective after the date hereof, or compliance by any Issuing Lender or
Lender with any guideline, request or directive issued or made after the date
hereof by any central bank or other governmental or quasi-governmental authority
(whether or not having the force of law):

(1) subjects such Issuing Lender or Lender (or its
applicable lending or letter of credit office) to any additional Tax
(other than any Tax on the overall net income of such Issuing Lender
or Lender) with respect to the issuing or maintaining of any Letters
of Credit or the purchasing or maintaining of any participations
therein or any other obligations under Section 2.16 through 2.23,
inclusive, whether directly or by such being imposed on or suffered
by any particular Issuing Lender;

(ii) imposes, modifies or holds applicable any reserve
(including without limitation any marginal, emergency, supplemental,
special or other reserve), special deposit, compulsory loan, FDIC

insurance or similar requirement in respect of any Letters of Credit
issued by any Issuing Lender or participations therein purchased by
any Lender; or
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(111) imposes any other condition (other than with respect to
a Tax matter) on or affecting such Issuing Lender or Lender (or its
applicable lending or letter of credit office) regarding Sections
2.16 through 2.23, inclusive, or any Letter of Credit or any
participation therein;

and the result of any of the foregoing is to increase the cost to such Issuing
Lender or Lender of agreeing to issue, issuing or maintaining any Letter of
Credit or agreeing to purchase, purchasing or maintaining any participation
therein or to reduce any amount received or receivable by such Issuing Lender or
Lender (or its applicable lending or letter of credit office) with respect
thereto; then, in any case, Borrower shall promptly pay to such Issuing Lender
or Lender, upon receipt of the statement referred to in the next sentence, such
additional amount or amounts as may be necessary to compensate such Issuing
Lender or Lender for any such increased cost or reduction in amounts received or
receivable hereunder. Such Issuing Lender or Lender shall deliver to Borrower a
written statement, setting forth in reasonable detail the basis for calculating
the additional amounts owed to such Issuing Lender or Lender under this Section
2.23, which statement shall be conclusive and binding upon all parties hereto
absent manifest error.

ARTICLE 3
CONDITIONS PRECEDENT

3.1 CONDITIONS TO EFFECTIVENESS OF COMMITMENTS.

The obligations of the Lenders to make Loans and to issue Letters of Credit
under this Agreement are conditioned upon the prior or concurrent satisfaction,
at the expense of Borrower, of the conditions specified in this Section 3.1, in
each case as reasonably determined by the Agent;

3.1.1 CORPORATE DOCUMENTS. Each Loan Party (including any Mortgaged
Property Subsidiary) that is a corporation, trust, or limited liability company
and each corporate, trust and limited liability company general partner of a
Loan Party shall deliver or cause to be delivered to the Agent (with sufficient
originally executed copies for each Lender and the Agent's counsel) the
following, each dated the Closing Date or the Addition Date, as applicable,
unless otherwise noted:

3.1.1.1 executed originals of each Loan Document to which it is a
party;

3.1.1.2 certified copies of its Certificate of
Incorporation/Declaration of Trust/Articles of Organization, together with a
good standing certificate (including verification, where generally available, of
tax good standing) from the Secretary of State (or similar official) of its
jurisdiction of incorporation/formation and each other state in which an
applicable Mortgaged Property is located), each dated not more than 60 days
prior to the Closing Date or the Addition Date, as applicable;

3.1.1.3 copies of its Bylaws, certified as of the Closing Date or
the Addition Date, as applicable, by its corporate/trust secretary or an
assistant secretary if a corporation or trust, and copies of its limited
liability company agreement, certified as of the Closing Date or the Addition
Date, as applicable, by the manager of the limited liability company if a
limited liability company;
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3.1.1.4 if a corporation or trust, resolutions of its Board of
Directors/Board of Trustees approving and authorizing (a) the execution,
delivery and performance of each Loan Document to which it is a party and (b)
the consummation of the transactions contemplated hereby and thereby, in each
case certified as of the Closing Date or the Addition Date, as applicable, by
its corporate/trust secretary or an assistant secretary as being in full force
and effect without modification or amendment; and

3.1.1.5 signature and incumbency certificates of its officers
executing this Agreement and the other Loan Documents to which it is a party.

3.1.2 PARTNERSHIP DOCUMENTS. Each Loan Party (including a Mortgaged
Property Subsidiary) that is a partnership shall deliver to the Agent (with
sufficient originally executed copies for each Lender and the Agent's counsel)
the following, each dated the Closing Date or the Addition Date, as applicable,
unless otherwise noted:

3.1.2.1 executed originals of each Loan Document to which it is a
party;

3.1.2.2 a conformed copy of its partnership agreement, certified by
each general partner of such partnership as of the Closing Date or the Addition
Date, as applicable, as being in full force and effect without modification or



amendment;

3.1.2.3 its Certificate of Limited Partnership, certified by the
Secretary of State (or similar official) of its jurisdiction of formation and a
certificate of existence or good standing, as the case may be, from the
Secretary of State (or similar official) of such jurisdiction, each dated not
more than 60 days prior to the Closing Date or the Addition Date, as applicable,
and a good standing certificate or certificate of existence, as the case may be,
from the Secretary of State (or similar official) of each state or other
jurisdiction in which an applicable Mortgaged Property is located;

3.1.2.4 all documents of such Loan Party and its partners (to the
extent required by the applicable organizational documents) approving or
authorizing (a) the execution, delivery and performance of the Loan Documents to
which it is a party, and (b) the consummation of the transactions contemplated
hereby and thereby, each certified as of the Closing Date or the Addition Date,
as applicable, by the general partner of such Loan Party; and

3.1.2.5 a signature and incumbency certificate of the Person(s)
executing on behalf of such Loan Party any Loan Documents.

3.1.3 OPERATING STATEMENTS. Borrower shall have delivered to the Agent the
following information, current as of a date not less than 45 days before the
Closing Date or the Addition Date, as applicable, and each in form and substance
satisfactory to the Agent:

3.1.3.1 current Rent Rolls for each Mortgaged Property;

3.1.3.2 quarterly operating statements for each Mortgaged Property
in the form referred to in Section 5.1.3;
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3.1.3.3 current operating plans and budgets for each Mortgaged
Property, with a year to date analysis of variations from such plans and
budgets; and

3.1.3.4 current capital expense budgets for each Mortgaged Property,
with a year to date analysis of variations from such budgets.

3.1.4 OFFICER'S CERTIFICATES. Each Loan Party shall have delivered to the
Agent an Officers' Certificate of the Chief Executive Officer or the Chief
Financial Officer of such Loan Party, or its general partner, certifying as to
the following:

3.1.4.1 the accuracy of the financial and operating statements
delivered to the Agent as of the Closing Date;

3.1.4.2 the Consolidated Tangible Net Worth of COPT and its
Subsidiaries as of March 31, 1998, as adjusted for additional issuances of
equity Securities of COPT or any of its Subsidiaries since that date in a manner
acceptable to Agent;

3.1.4.3 since December 31, 2001, no Material Adverse Effect has
occurred; and

3.1.4.4 a Borrowing Base Certificate, together with a calculation of
the Borrowing Base attached thereto in a form reasonably satisfactory to the
Agent and a Compliance Certificate, together with a calculation testing
compliance with financial and monetary covenants attached thereto, in a form
reasonably satisfactory to the Agent, each as of the Closing Date.

3.1.5 NO MATERIAL ADVERSE EFFECT. Since December 31, 2001, no condition or
event has occurred that has had or could reasonably be expected to have, either
individually or in the aggregate, a Material Adverse Effect.

3.1.6 SECURITY INTERESTS. On or before the Closing Date or the Addition
Date, as applicable, Borrower shall have taken or caused to be taken all such
actions as may be necessary or reasonably requested by the Agent to give the
Agent a valid, enforceable and perfected first priority Lien on or first
priority security interest in the Collateral owned by Borrower or, if
applicable, a Mortgaged Property Subsidiary as of the Closing Date or the
Addition Date, as applicable. Such actions shall include the following;
provided, however, that Sections 3.1.6.6, 3.1.6.7, 3.1.9(iii), 3.1.10 and 3.1.11
shall not apply to Mortgaged Properties included in the Borrowing Base as of the
Closing Date:

3.1.6.1 the delivery to the Agent of fully executed and acknowledged
counterparts of the Mortgage, the Assignment of Rents and Leases, the Security
Agreement and all other Security Documents with respect to the Mortgaged
Properties and the other Collateral owned by Borrower or, if applicable, a
Mortgaged Property Subsidiary as of the Closing Date or the Addition Date, as
applicable, and the delivery of evidence satisfactory to the Agent that
counterparts of the Mortgage, the Assignment of Rents and Leases and all other



of such documents as the Agent desires to have recorded have been or will be
recorded in all places necessary or desirable to create and maintain (a) valid
and enforceable first priority Liens on the fee simple interests of Borrower or,
if applicable, a Mortgaged Property Subsidiary in the Mortgaged Properties in
favor of the Agent, on behalf of the Lenders, as mortgagee (or as beneficiary in
those jurisdictions where the Lien is granted to a trustee for the benefit of
the
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Agent, on behalf of the Lenders), (b) valid and enforceable first priority Liens
on the Rents and Leases in favor of the Agent, on behalf of the Lenders, (c)
valid and enforceable first priority Liens in all fixtures at the Mortgaged
Properties, in favor of the Agent, on behalf of the Lenders, as secured party,
and (d) valid and enforceable first priority Liens in all other items of
Collateral owned by Borrower or, if applicable, a Mortgaged Property Subsidiary
as of the Closing Date or the Addition Date, as applicable, in favor of the
Agent, on behalf of the Lenders;

3.1.6.2 the delivery to the Agent for filing pursuant to the
Security Documents of properly executed financing statements under the Uniform
Commercial Code (or any equivalent or similar legislation), or any other
documents required to be filed by other Applicable Laws, satisfactory in form
and substance to the Agent in each jurisdiction as may be necessary to (in the
Agent's reasonable judgment) effectively perfect and maintain the security
interests in the Collateral created by the Security Documents executed by
Borrower or, if applicable, a Mortgaged Property Subsidiary and (b) the delivery
of evidence that such financing statements or other documents will have been or
will be recorded in all places necessary or desirable, in the reasonable
judgment of the Agent, to create and maintain valid and enforceable first
priority Liens on such Collateral in favor of the Agent, on behalf of the
Lenders;

3.1.6.3 the delivery to the Agent of a title commitment (together
with copies of all documents listed therein as exceptions to title) dated not
more than 40 days prior to the Closing Date or the Addition Date, as applicable,
with respect to each Mortgaged Property and pro forma Title Policies dated not
more than 20 days prior to the Closing Date with respect to each such Mortgaged
Property, each reasonably satisfactory in form and substance to the Agent;

3.1.6.4 the delivery to the Agent of the Title Policies or marked
title commitments insuring fee simple title to each of the Mortgaged Properties
vested in Borrower or, if applicable, a Mortgaged Property Subsidiary and
insuring the first priority of the Liens created under the Mortgages in an
amount for each Mortgaged Property equal to not less than (a) where interstate
tie-in endorsements are not available, the most recent Appraised Value with
respect to such Mortgaged Property, and (b) where interstate tie-in endorsements
are available, after giving effect to such tie-in endorsement, the lesser of
sixty-five percent (65%) of the aggregate most recent Appraised Value of all
"tied-in" Mortgaged Properties and $150,000,000, but in any event in an amount
sufficient to avoid any co-insurance of title losses, in each case subject only
to Permitted Encumbrances, and such other title exceptions as are satisfactory
to the Agent. Such Title Policies shall be reinsured with title insurance
companies acceptable to the Agent in amounts as required by the Agent subject to
facultative reinsurance agreements in form satisfactory to the Agent. Such Title
Policies shall also contain such endorsements and affirmative insurance
provisions as the Agent may reasonably require and to the extent the same are
available in the applicable jurisdiction, including "comprehensive"
endorsements, revolving credit endorsements, affirmative insurance against
mechanic's liens, survey exceptions, violations of covenants, conditions and
restrictions, encroachments, gap insurance, contiguity endorsements, tie-in
endorsements, access endorsements, "last-dollar" endorsements, survey
endorsements, contingent loss/first loss endorsements, variable rate mortgage
endorsements, and any other endorsements reasonably required by the Agent to
address issues raised by the Agent's due diligence or as a matter of Applicable
Law. In addition, Borrower shall have paid to the Title Company and to the
appropriate Governmental Authority all expenses and premiums of the Title
Company in connection with the issuance of such Title Policies and in connection
with any
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Loan hereunder an amount equal to the recording and stamp taxes (including
mortgage recording, intangible and similar taxes) payable in connection with
recording each Mortgage, the Assignment of Rents and Leases in the appropriate
county land or recorder's offices or otherwise payable in connection with any
Loans hereunder;

3.1.6.5 the delivery to the Title Company of such certificates and
affidavits as the Title Company may reasonably require in connection with the

issuance of the Title Policies;

3.1.6.6 the delivery to the Agent of a Survey with respect to each



of the Mortgaged Properties, dated or re-dated to within 180 days prior to the
Closing Date or the Addition Date, as applicable, which Surveys shall be
reasonably satisfactory in form and substance to the Agent;

3.1.6.7 unless a title insurance zoning endorsement is issued to the
Agent by the Title Company, the delivery to the Agent of a letter, to the extent
generally available, from the applicable Governmental Authority with respect to
each of the Mortgaged Properties and reasonably satisfactory to the Agent
stating that all Improvements on each such Mortgaged Property have been
constructed and are being used and operated in material compliance with (a) all
applicable zoning, subdivision, local environmental, building and land use laws,
ordinances, rules and regulations of all Governmental Authorities or
quasi-governmental authorities having jurisdiction with respect to each such
Mortgaged Property and all applicable fire and building maintenance codes, and
(b) all building permits issued in respect of each such Mortgaged Property for
work then being conducted and the certificate of occupancy (if available) for
each such Mortgaged Property;

3.1.6.8 the delivery to the Agent of an opinion of counsel in each
state or other jurisdiction in which Mortgaged Property is located, dated the
Closing Date or the Addition Date, as applicable, addressed to the Agent and the
Lenders and in form and substance reasonably satisfactory to the Agent;

3.1.6.9 the delivery to the Agent of evidence reasonably
satisfactory to the Agent that all other filings, recordings and other actions
the Agent deems necessary or advisable to establish, perfect and preserve the
Liens granted to the Agent in the Collateral owned by Borrower or, if
applicable, a Mortgaged Property Subsidiary as of the Closing Date or the
Addition Date, as applicable, shall have been made.

3.1.7 INSURANCE. Borrower shall have delivered to the Agent (i) duplicate
originals or true and complete copies of each policy or other evidence of
insurance required by this Agreement evidencing (a) the issuance of such
policies, (b) that Borrower is not then in default in the payment of any premium
and (c) coverage which meets all of the requirements set forth in this
Agreement; and (ii) an Officers' Certificate dated the Closing Date or the
Addition Date, as applicable, to the effect that the insurance coverage required
by this Agreement is in full force and effect and that all premiums therefor
have been paid. To the maximum extent permitted by law, Borrower hereby
irrevocably waives, releases and discharges any and all rights of action,
demands and other claims of any kind or nature against the Agent or the Lenders
arising from any failure of the Agent or the Lenders to comply with the National
Flood Insurance Act of 1968 (42 U.S.C. Sections 4001, ET SEQ.), the Flood
Disaster Protection Act of 1973 or the National Flood
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Insurance Reform Act of 1994, including any failure of the Agent or the Lenders
to provide Borrower with written notification within ten (10) days prior to the
Closing Date or the Addition Date, as applicable, whether any Mortgaged Property
is in a special flood hazard area or whether federal disaster relief assistance
will be available in the event of flood damage to any Mortgaged Property.

3.1.8 MANAGEMENT AGREEMENTS. Borrower shall have delivered to the Agent
executed or conformed, certified copies of each of the Management Agreements and
all amendments thereto entered into on or before the Closing Date or the
Addition Date, as applicable, which Management Agreements shall be reasonably
satisfactory in form and substance to the Agent. The Management Agreements shall
be in full force and effect and no term or condition thereof shall have been
amended or modified, or waived in any material respect after the execution
thereof (other than the waiver of any Management Fee previously due and
payable) .

3.1.9 MATERIAL LEASES; TENANT ESTOPPEL CERTIFICATES; TENANT SUBORDINATION
AGREEMENTS. Borrower shall have delivered to the Agent (i) a Rent Roll for each
Mortgaged Property, accompanied by an Officers' Certificate with respect
thereto, (ii) executed or conformed, certified copies of each Material Lease
with respect to each Mortgaged Property and all amendments thereto entered into
on or before the Closing Date or the Addition Date, as applicable, which
Material Leases shall be reasonably satisfactory in form and substance to the
Agent; the Material Leases, as so amended, shall be in full force and effect and
no term or condition thereof shall have been further amended or modified, or
waived after the execution thereof; and no Person shall have failed in any
material respect to perform any material obligation or covenant or satisfy any
material condition required by the Material Leases to be performed or complied
with on or before the Closing Date or the Addition Date, as applicable; and
(iii) original counterparts of Tenant Subordination Agreements and estoppel
certificates with respect to Leases demising at least 75% of the net rentable
square footage of each Mortgaged Property (and including all Material Leases)
(or such lesser requirement with respect to any Mortgaged Property as is
mutually acceptable to the Majority Lenders (including the Agent)), reasonably
satisfactory in form and substance to the Agent, duly executed and delivered by
each Tenant party to such Material Lease.



3.1.10 ENVIRONMENTAL AUDITS. Borrower shall have delivered to the Agent
evidence satisfactory to the Agent, in its sole discretion, that (i) there are
no material pending or threatened claims, suits, actions or proceedings arising
out of or relating to the existence of any Hazardous Materials at, in, on, from,
around or under any of the Mortgaged Properties; (ii) each such Mortgaged
Property is in compliance in all material respects with all applicable
Environmental Laws with respect to such Mortgaged Property; and (iii) no
Hazardous Materials exist at, in, on, from, around or under any such Mortgaged
Property, except in compliance in all material respects with applicable
Environmental Laws and all other Hazardous Materials have been removed from each
Mortgaged Property to the extent required by Applicable Law. Such evidence shall
include a comprehensive environmental audit (which shall include a Phase I
environmental audit and, either if recommended or suggested by an Approved
Environmental Consultant or, if not so recommended or suggested, if determined
by the Agent in its sole discretion to be necessary or desirable after
considering factors reasonably related to such determination, a Phase II
environmental audit), satisfactory in form and substance to the Agent, conducted
and certified by an Approved Environmental Consultant. Such evidence shall also
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include (a) a reliance letter from such Approved Environmental Consultant with
respect to each such environmental audit addressed to the Agent and the Lenders,
which reliance letter shall be satisfactory in form and substance to the Agent,
(b) certification that all required approvals from all Governmental Authorities
having jurisdiction with respect to the environmental condition of the Mortgaged
Properties, if any, have been obtained, and (c) such other environmental
reports, inspections and investigations as the Agent shall in its sole
discretion require after considering factors reasonably related to such
determination, prepared, in each instance, by an Approved Environmental
Consultant, which approvals, reports, inspections and investigations shall be
satisfactory in form and substance to the Agent, in its sole discretion. On or
before the Closing Date or the Addition Date, as applicable, Borrower shall have
delivered to the Agent evidence satisfactory to the Agent, in its sole
discretion, that Borrower or, if applicable, the Mortgaged Property Subsidiary
has complied with the recommendations and suggestions of all environmental
consultant (s) referred to above.

3.1.11 ENGINEERING REPORTS. Borrower shall have delivered to the Agent, (i)
a written Engineering Report with respect to each Mortgaged Property prepared by
an Engineer acceptable to the Agent, which Engineering Report shall contain
current repair recommendations for the first five years, and shall in all other
respects be reasonably satisfactory in form and substance to the Agent; and (ii)
a reliance letter from such Engineer with respect to each such Engineering
Report addressed to the Agent and the Lenders, which letter shall be in form and
substance reasonably satisfactory to the Agent.

3.1.12 APPRAISALS. The Agent shall have received (i) an Appraisal of each
Mortgaged Property prepared by an Appraiser designated by the Agent, which
Appraisal shall be reasonably satisfactory in form and substance to the Agent
and shall satisfy all applicable regulatory requirements; and (ii) copies of all
appraisals, market studies, and similar information with respect to each of the
Mortgaged Properties in the possession or under the control of the Loan Parties
or any of their respective Subsidiaries or partners.

3.1.13 OPINIONS OF LOAN PARTIES' COUNSEL. On the Closing Date Borrower
shall have delivered to the Agent and its counsel and the Lenders executed
copies of the favorable written opinion(s), dated as of the Closing Date, of
legal counsel (s) for the Loan Parties, which shall be in form and substance
reasonably approved by the Agent and its counsel and the Majority Lenders.

3.1.14 OPINION OF AGENT'S COUNSEL. The Lenders shall have received executed
copies of the favorable written opinion of O'Melveny & Myers LLP, counsel to the
Agent, dated as of the Closing Date.

3.1.15 NO ADVERSE LITIGATION. There shall not be pending or, to the
knowledge of Borrower, threatened, any action, suit, proceeding, governmental
investigation or arbitration against or affecting the Loan Parties or any of
their respective Subsidiaries, or any property of the Loan Parties or any of
their respective Subsidiaries that has not been disclosed by Borrower in writing
pursuant to Section 4.5 prior to the execution of this Agreement and that is
reasonably likely to have a Material Adverse Effect, and there shall have
occurred no development not so disclosed in any such action, suit, proceeding,
governmental investigation or arbitration so disclosed, that, in either event,
in the reasonable opinion of the Agent, is likely to have a Material
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Adverse Effect; and no injunction or other restraining order shall have been
issued and no hearing to cause an injunction or other restraining order to be
issued shall be pending or noticed with respect to any action, suit or
proceeding seeking to enjoin or otherwise prevent the consummation of, or to
recover any damages or obtain relief as a result of, the transactions



contemplated by this Agreement or the making of the Loans on the terms and
conditions contained in this Agreement and the other Loan Documents.

3.1.16 EXISTING INDEBTEDNESS. Borrower shall have caused the holders of all
Indebtedness secured by the Mortgaged Properties (except for the Indebtedness
secured by the Mortgages) to deliver to the Agent and the Title Company pay-off
or demand letters and other similar materials with respect to such Indebtedness
sufficient to enable the Title Company to use the proceeds of the loan to pay
off such Indebtedness and obtain releases and reconveyances of mortgages,
fixture filings, financing statements and other liens to enable the Title
Company to deliver the required Title Policy.

3.1.17 CONTINGENT OBLIGATIONS. The Agent and the Lenders shall have
received and approved a list of any Contingent Obligations of the Loan Parties
in excess of $1,000,000 individually or $5,000,000 in the aggregate.

3.1.18 PAYMENT OF FEES AND EXPENSES. Borrower shall have paid to the Agent,
for distribution (as appropriate) to the Lenders, the fees payable to the
Lenders and the expenses payable pursuant to Section 8.2.

3.1.19 COMPLETION OF PROCEEDINGS. All corporate, trust and other
proceedings taken or to be taken in connection with the transactions
contemplated hereby and all documents incidental thereto not previously found
acceptable by the Agent and its counsel shall be reasonably satisfactory in form
and substance to the Agent and such counsel, and the Agent and such counsel
shall have received all such counterpart originals or certified copies of such
documents as the Agent may reasonably request.

3.1.20 OTHER DOCUMENTS. Each Loan Party shall have delivered to the Agent
such other information and documents as the Agent may reasonably request.

3.2 CONDITIONS TO ALL LOANS.

The obligations of the Lenders to make Loans on each Funding Date are
subject to the following further conditions precedent:

3.2.1 NOTICE OF BORROWING. The Agent shall have received before that
Funding Date, in accordance with the provisions of Section 2.1.2, an originally
executed Notice of Borrowing, in each case signed by an Authorized Officer of
Borrower or by any executive officer of Borrower designated by any of the
above-described officers on behalf of Borrower in a writing delivered to the
Agent.

3.2.2 OTHER CONDITIONS. As of that Funding Date:

(1) the representations and warranties contained herein and
in the other Loan Documents shall be true and correct in all
material respects on and as
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of that Funding Date to the same extent as though made on and as of
that date, except to the extent such representations and warranties
specifically relate to an earlier date, in which case such
representations and warranties shall have been true and correct in
all material respects on and as of such earlier date;

(11) no event shall have occurred and be continuing or would
result from the consummation of the borrowing contemplated by such
Notice of Borrowing that would constitute an Event of Default or a
Potential Event of Default;

(11d) each Loan Party shall have performed in all material
respects all agreements and satisfied all conditions which this
Agreement provides shall be performed or satisfied by it on or
before that Funding Date;

(iv) no order, judgment or decree of any arbitrator or
Governmental Authority shall purport to enjoin or restrain any
Lender from making the Loans to be made by it on that Funding Date;

(v) the making of the Loans requested on such Funding Date
shall not violate any law including, without limitation, Regulation
T, Regulation U or Regulation X of the Board of Governors of the
Federal Reserve System;

(vi) there shall not be pending or, to the knowledge of
Borrower, threatened, any action, suit, proceeding, governmental
investigation or arbitration against or affecting the Loan Parties
or their respective Subsidiaries that has not been disclosed by the
Loan Parties in writing pursuant to Section 4.5 or 5.1.15 prior to
the making of such Loans and that would be reasonably likely
materially and adversely to affect the Mortgaged Properties, taken
as a whole, or that would be reasonably likely to have a Material



Adverse Effect, and there shall have occurred no development not so
disclosed in any such action, suit, proceeding, governmental
investigation or arbitration so disclosed, that, in either event, in
the opinion of the Agent, would be reasonably likely to have a
Material Adverse Effect; and no injunction or other restraining
order shall have been issued and no hearing to cause an injunction
or other restraining order to be issued shall be pending or noticed
with respect to any action, suit or proceeding seeking to enjoin or
otherwise prevent the consummation of, or to recover any damages or
obtain relief as a result of, the transactions contemplated by this
Agreement or the making of Loans hereunder; and

(vii) after giving effect to the proposed Loans, the Available
Amount shall not be less than the sum of: (a) the aggregate
principal amount of the then outstanding Loans PLUS (b) the Letter
of Credit Usage, and Borrower shall have delivered to the Agent the
Borrowing Base Certificate for the most recent calendar month as
required pursuant to Section 5.1.2.
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3.3 CONDITIONS TO LETTERS OF CREDIT.

The issuance of any Letter of Credit hereunder (whether or not the
applicable Issuing Lender is obligated to issue such Letter of Credit) is
subject to the following conditions precedent:

(1) On or before the date of issuance of the initial Letter
of Credit pursuant to this Agreement, the initial Loans shall have
been made.

(11) On or before the date of issuance of such Letter of
Credit, the Agent shall have received, in accordance with the
provisions of Section 2.16.2.1, an originally executed Notice of
Issuance of Letter of Credit, in each case signed by an Authorized
Officer of Borrower or by any executive officer of Borrower
designated by any of the above-described officers on behalf of
Borrower in a writing delivered to the Agent, together with all
other information specified in Section 2.16.2.1 and such other
documents or information as the applicable Issuing Lender may
reasonably require in connection with the issuance of such Letter of
Credit.

(iii) On the date of issuance of such Letter of Credit, all
conditions precedent described in Section 3.2.2 shall be satisfied
to the same extent as if the issuance of such Letter of Credit were
the making of a Loan and the date of issuance of such Letter of
Credit were a Funding Date.

ARTICLE 4
REPRESENTATIONS AND WARRANTIES

In order to induce the Agent and the Lenders to enter into this Agreement
and to make the Loans and to induce the Issuing Lenders to issue Letters of
Credit and to induce the other Lenders to purchase participations therein, the
Loan Parties represent and warrant to the Agent and the Lenders that the
following statements in this Article 4 are true, correct and complete on the
Closing Date and on each Funding Date.

4.1 FORMATION/ORGANIZATION, POWERS, QUALIFICATION, GOOD STANDING, BUSINESS AND
SUBSIDIARIES.

4.1.1 ORGANIZATION AND POWERS. COPT and each of its Subsidiaries is a
trust/corporation/partnership/limited liability company duly formed/organized,
validly existing and in good standing under the laws of its jurisdiction of
formation/incorporation/organization (which jurisdiction is set forth on
Schedule 4.1.1 annexed hereto). COPT and each such Subsidiary has the requisite
power and authority to own and operate its properties, to carry on its business
as now conducted and as proposed to be conducted, to enter into the Loan
Documents to which it is a party, to carry out the transactions contemplated
hereby and thereby. Borrower is a limited partnership duly formed and validly
existing under the laws of its jurisdiction of organization (which jurisdiction
is set forth on Schedule 4.1.1) and has all requisite partnership power and
authority to own and operate its properties (including the Mortgaged Properties
owned by it), to carry on its business as now conducted and proposed to be
conducted, to enter
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into each Loan Document to which it is a party and to carry out the transactions
contemplated hereby and thereby and to issue and pay the Notes.

4.1.2 QUALIFICATION AND GOOD STANDING. Each Loan Party is qualified to do



business and in good standing in every jurisdiction necessary to carry out its
business and operations, except in jurisdictions where the failure to be so
qualified or in good standing has not had and could not reasonably be expected
to have, either individually or in the aggregate, a Material Adverse Effect. The
jurisdictions in which each Loan Party and each of its respective Subsidiaries
owns property or otherwise conducts business as of the Closing Date are set
forth on Schedule 4.1.1 annexed hereto.

4.1.3 CONDUCT OF BUSINESS. The Loan Parties are engaged only in the
businesses permitted to be engaged in by them pursuant to Section 6.13.

4.2 AUTHORIZATION OF BORROWING, ETC.

4.2.1 AUTHORIZATION OF BORROWING. The execution, delivery and performance
of this Agreement and the other Loan Documents to which each Loan Party is a
party and the issuance, delivery and payment of the Notes have been duly
authorized by all necessary corporate, partnership or other action on the part
of each Loan Party, as the case may be.

4.2.2 NO CONFLICT. The execution, delivery and performance by each Loan
Party of each Loan Document to which it is a party and the consummation of the
transactions contemplated hereby and thereby to be performed by it do not and
will not (i) violate any provision of law applicable to any Loan Party, the
Declaration of Trust or Bylaws, partnership agreement, or other organizational
document of such Loan Party or any order, judgment or decree of any court or
other agency of government binding on such Loan Party, (ii) conflict with,
result in a breach of or constitute (with due notice or lapse of time or both) a
default under any Contractual Obligation of any Loan Party, which default,
individually or in the aggregate, could have a Material Adverse Effect, (iii)
result in or require the creation or imposition of any Lien upon any of the
properties or assets of any Loan Party or any of its Subsidiaries (other than
Liens securing the Obligations), or (iv) require any approval of shareholders or
any approval or consent of any Person under any Contractual Obligation of any
Loan Party the absence of which could reasonably be expected to have,
individually or in the aggregate, a Material Adverse Effect, other than
approvals or consents which will be or have been obtained on or before the
Closing Date or the applicable Funding Date, as the case may be, and disclosed
in writing to the Agent.

4.2.3 GOVERNMENTAL CONSENTS. The execution, delivery and performance by
each Loan Party of each Loan Document to which it is a party and the
consummation of the transactions contemplated hereby and thereby to be performed
by it do not and will not require any registration with, consent or approval of,
or notice to, or other action to, with or by, any Governmental Authority, except
for (i) such of the foregoing which will have been made or obtained on or before
the Closing Date or the applicable Funding Date, as the case may be, and (ii)
the recordings and filings required to perfect the Liens granted pursuant to the
Security Documents. As of the Closing Date, all consents or approvals from or
notices to or filings with any federal, state, or other (domestic or foreign)
regulatory authorities required to be obtained on or before such date in
connection with the documents or transactions described or referred to in
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the preceding sentence will have been accomplished in all material respects in
compliance in all material respects with all Applicable Laws. The consummation
of the transactions contemplated by this Agreement and the other Loan Documents
to be performed by the applicable Loan Parties do not and will not violate any
Applicable Law or regulation in any respect, except where such violation could
not reasonably be expected to have, individually or in the aggregate, a Material
Adverse Effect.

4.2.4 BINDING OBLIGATION. This Agreement is, and the other Loan Documents
when executed and delivered hereunder will be, the legally valid and binding
obligations of the applicable Loan Parties, enforceable against the applicable
Loan Parties in accordance with their respective terms, except as may be limited
by bankruptcy, insolvency, reorganization, moratorium or similar laws relating
to or limiting creditors' rights generally, and by general principles of equity
(regardless of whether such enforceability is considered in a proceeding in
equity or law).

4.3 FINANCIAL CONDITION; NO MATERIAL ADVERSE EFFECT; CONTINGENT OBLIGATIONS.

4.3.1 FINANCIAL CONDITION. Borrower has heretofore delivered to the Agent,
at the Agent's request, the following financial statements and information: (i)
the audited balance sheet of COPT at December 31, 2001, and the related
consolidated statements of income, shareholders' equity and cash flows of COPT
for the calendar quarter then ended and for the period from the beginning of the
then current calendar year up to the end of such calendar quarter, (ii) the
unaudited statements of Property Gross Revenues and Property Operating Expenses
for each of the Mortgaged Properties for the calendar quarter ended December 31,
2001 and for the period from the beginning of the then current calendar year to
the end of such calendar quarter, and the two immediately prior calendar years
if available after Borrower's diligent efforts to obtain the same; and (iii) the



consolidated financial statements of COPT and its Subsidiaries required to be
delivered to the Agent pursuant to this Agreement. The statements referred to in
clause (i) of the preceding sentence were prepared in conformity with GAAP and
fairly present, in all material respects, the consolidated financial position of
COPT and its Subsidiaries as at the date thereof and the consolidated results of
operations of COPT and its Subsidiaries for the period then ended, subject to
changes resulting from audit and normal year end adjustments. Except as set
forth on Schedule 4.3.1 annexed hereto, COPT and its Subsidiaries do not have
any Contingent Obligation, contingent liability or liability for taxes,
long-term lease or other long-term commitment not customarily involved in their
respective businesses that is not reflected in the foregoing financial
statements or the notes thereto and which is material in relation to the
business, operations, properties, assets or condition (financial or otherwise)
of COPT and its Subsidiaries, taken as a whole.

4.3.2 NO MATERIAL ADVERSE EFFECT. Since December 31, 2001, no conditions
or events have occurred that have had or could reasonably be expected to have,
either individually or in the aggregate, a Material Adverse Effect or (ii) a
material adverse effect on the Mortgaged Properties taken as a whole.

4.3.3 CONTINGENT OBLIGATIONS. As of the Closing Date, the Loan Parties and
their respective Subsidiaries will not be directly or indirectly liable with
respect to any Contingent
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Obligations, except as set forth on Schedule 4.3.3 annexed hereto and except for
any Contingent Obligations which are not in excess of $1,000,000 individually or
$5,000,000 in the aggregate.

4.4 PROPERTIES; AGREEMENTS; LICENSES.

4.4.1 TITLE TO MORTGAGED PROPERTIES; LIENS. Each of Schedule 1.1A and
Schedule 1.1B correctly sets forth the interest of each Loan Party and each of
their respective Subsidiaries in each of the Mortgaged Properties and the other
Properties, respectively. There are no outstanding options, rights of first
refusal, rights of first offer or similar rights to purchase or otherwise
acquire Borrower's or, if applicable, any Mortgage Property Subsidiary's
interest in any such Mortgaged Property, other than as set forth on Schedule
4.4.1 annexed hereto. Borrower or, if applicable, a Mortgage Property Subsidiary
has good and marketable fee simple title to the Mortgaged Properties and good
title to the remainder of the Collateral purported to be owned by it, free and
clear of all Liens, in each case except Permitted Encumbrances and Liens
permitted under the Loan Documents. All material fixtures, furnishings,
attachments and equipment necessary for the operation, use and occupancy of each
such Mortgaged Property have been installed or incorporated into such Mortgaged
Property and Borrower or, if applicable, a Mortgaged Property Subsidiary is the
sole owner of all of the same, free and clear of all chattel mortgages,
conditional vendor's liens and other liens, and security interests other than
Permitted Encumbrances and Liens permitted pursuant to Section 6.2. Except as
heretofore disclosed in writing by Borrower to the Agent, no tax liens have been
filed against Borrower and/or any of the Mortgaged Properties, other than Liens
for non-delinquent real property taxes.

4.4.2 MATERIAL LEASES. Each Material Lease with respect to each Mortgaged
Property and all amendments thereto that have been or shall be entered into on
or before the Closing Date are listed on Schedule 4.4.2 annexed hereto. The
Material Leases, as so amended, shall be in full force and effect and no term or
condition thereof has been further amended or modified, or waived after the
execution thereof except in accordance with this Agreement; and no Person will
have failed in any respect to perform any obligation or covenant or satisfy any
condition required by the Material Leases to be performed or complied with,
except where failure to so comply will not then have had and could not
reasonably be expected to have, either individually or in the aggregate, a
Material Adverse Effect.

4.5 LITIGATION; ADVERSE FACTS.

Except as set forth in Schedule 4.5 annexed hereto, there is no action,
suit, proceeding, arbitration or governmental investigation at law or in equity
or before or by any Governmental Authority, or to the knowledge of any of the
Loan Parties, changes to Applicable Law, pending or, to the knowledge of any of
the Loan Parties, threatened against or affecting any Loan Party or any of its
Subsidiaries, any Mortgaged Property or any other property of such Loan Party or
any of its respective Subsidiaries that has had, or could reasonably be expected
to have, either individually or in the aggregate, a Material Adverse Effect. No
Loan Party nor any of its Subsidiaries is (i) in violation in any material
respect of any Applicable Law or (ii) subject to or in default with respect to
any Applicable Law in either case that has had, or could reasonably be expected
to have, either individually or in the aggregate, a Material Adverse Effect.
Except as set forth on Schedule 4.5, to the knowledge of the Loan Parties, there
are no pending or threatened actions, suits or proceedings to revoke, attack,
invalidate, rescind or modify the
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zoning affecting any Mortgaged Property or any Authorizations heretofore issued
with respect to any Mortgaged Property or asserting that such Authorizations or
the zoning affecting any Mortgaged Property or any other property of any Loan
Party or any of its Subsidiaries do not permit the continued use of such
Mortgaged Property or property as contemplated by the Loan Documents. Except as
set forth on Schedule 4.5, to the knowledge of the Loan Parties, no Person has
asserted any claimed violation of Applicable Laws arising from the operation,
use or occupancy of the Mortgaged Properties which has not been cured which has
had, or could reasonably be expected to have, either individually or in the
aggregate, a Material Adverse Effect.

4.6 TAXES.

4.6.1 PAYMENT OF TAXES. Except to the extent set forth on the financial
statements delivered pursuant to this Agreement, all material federal, state and
local Tax returns and reports relating to any Loan Party or any of its
Subsidiaries or the Mortgaged Properties required to be filed have been timely
filed, and, except as permitted under Section 5.4.1, all material Taxes,
Impositions, assessments, fees and other governmental charges upon any Loan
Party or any of its Subsidiaries or upon the Mortgaged Properties which are due
and payable have been paid prior to delinquency. No Loan Party knows of any
proposed Tax assessment against any of its Subsidiaries or the Mortgaged
Properties that could reasonably be expected to have, either individually or in
the aggregate, a Material Adverse Effect. No Loan Party nor any of its
Subsidiaries (i) has executed or filed with the Internal Revenue Service or any
other Governmental Authority any agreement or other document that remains in
effect extending, or having the effect of extending, the period for assessment
or collection of any Taxes, assessments, fees or other governmental charges or
(ii) has any obligation under any written Tax sharing agreement or agreement
regarding payments in lieu of Taxes (other than obligations pursuant to
partnership agreements to make distributions of cash for the payment of taxes).

4.6.2 REIT STATUS. Since January 1, 1992, which is the date from which
COPT's predecessor first qualified as a REIT under the Internal Revenue Code,
COPT has at all times maintained its qualification as a REIT under the Internal
Revenue Code.

4.6.3 FOREIGN PERSON. None of the Loan Parties is a "foreign person"
within the meaning of Section 1445 or 7701 of the Internal Revenue Code.

4.6.4 CLASSIFICATION AS A PARTNERSHIP. Borrower is properly classified as
a partnership for federal income tax purposes.

4.7 PERFORMANCE OF AGREEMENTS; MATERIALLY ADVERSE AGREEMENTS.

No Loan Party nor any of its Subsidiaries is in default in the performance,
observance or fulfillment of any of the material obligations, covenants or
conditions contained in any Contractual Obligation, and no condition exists
that, with the giving of notice or the lapse of time or both, would constitute
such a default, except where the consequences, direct or indirect, of such
default or defaults, if any, could not reasonably be expected to have, either
individually or in the aggregate, a Material Adverse Effect. Except as disclosed
on Schedule 4.7 annexed hereto, no Loan Party nor any of its Subsidiaries is a
party to or otherwise subject to any
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agreement or instrument (other than the Loan Documents), any charge or other
internal restriction or any Contractual Obligation which by its terms or effect
(1) prohibits or restricts such Loan Party or Subsidiary from acquiring, loaning
or disposing of any Mortgaged Property or other asset, or any interest therein,
or acquiring or entering into, or providing any services under any management
agreement or (ii) otherwise restricts the conduct by such Loan Party or any of
its Subsidiaries of any business, except in each case where the consequences,
direct or indirect, of any violation thereof could not reasonably be expected to
have, either individually or in the aggregate, a Material Adverse Effect. No
Loan Party nor any of its Subsidiaries is a party to or is otherwise subject to
any agreement or instrument, any charter or other internal restriction or any
Contractual Obligation which has had, or could reasonably be expected to have,
either individually or in the aggregate, a Material Adverse Effect.

4.8 GOVERNMENTAL REGULATION; SECURITIES ACTIVITIES.

No Loan Party nor any of its Subsidiaries is subject to regulation under
the Public Utility Holding Company Act of 1935, the Federal Power Act, the
Interstate Commerce Act or the Investment Company Act of 1940 or under any other
federal or state statute or regulation which could limit its ability to incur
Indebtedness or which could otherwise render all or any portion of the
Obligations unenforceable. No Loan Party nor any of its Subsidiaries is engaged
principally, or as one of its important activities, in the business of extending
credit for the purpose of purchasing or carrying any Margin Stock.



4.9 EMPLOYEE BENEFIT PLANS.

No Loan Party maintains any Employee Benefit Plan that is subject to any
provision of the Employee Retirement Income Security Act of 1974, as amended
from time to time.

4.10 CERTAIN FEES.

No broker's or finder's fee or commission will be payable by any Loan Party
or any of its Subsidiaries with respect to this Agreement or any of the
transactions contemplated hereby (other than the fees payable pursuant to this
Agreement), and Borrower hereby indemnifies the Agent and the Lenders against,
and agrees that it will hold the Agent and the Lenders harmless from, any claim,
demand or liability for any such broker's or finder's fees or commissions
payable by Borrower alleged to have been incurred in connection herewith or
therewith and any expenses (including reasonable fees, expenses and
disbursements of counsel) arising in connection with any such claim, demand or
liability.

4.11 SOLVENCY.

After giving effect to the consummation of the other transactions
contemplated by this Agreement and the other Loan Documents, as of the Closing
Date and as of each Funding Date, with respect to each Loan Party, (i) (a) the
then-current fair saleable value of the property of such Loan Party is (y)
greater than the total amount of liabilities (including contingent liabilities)
of such Loan Party and (z) not less than the amount that will be required to pay
the probable liabilities on such Loan Party's then-existing debts as they become
absolute and matured considering all financing alternatives and potential asset
sales reasonably available to such Loan Party; (b) such Loan Party's capital is
(or will be, as the case may be), not unreasonably small in
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relation to its business or any contemplated or undertaken transaction; and (c)
such Loan Party does not intend to incur, or believe (nor should it reasonably
believe) that it will incur, debts beyond its ability to pay such debts as they
become due; and (ii) such Loan Party is (or will be, as the case may be)
"solvent" within the meaning given that term and similar terms under Applicable
Laws relating to fraudulent transfers and conveyances. For purposes of clause
(i) of the preceding sentence, the amount of any contingent liability at any
time shall be computed as the amount that, in light of all of the facts and
circumstances existing at such time, represents the amount that can reasonably
be expected to become an actual or matured liability.

4.12 DISCLOSURE.

No representation or warranty of any Loan Party contained in this Agreement
and the other Loan Documents to which it is a party or in any other document,
certificate or written statement furnished to the Agent or any Lender by or on
behalf of any Loan Party for use in connection with the transactions
contemplated by the Loan Documents contains or will contain any untrue statement
of a material fact or omits or will omit to state a material fact (known to such
Loan Party, in the case of any document not furnished by it) necessary in order
to make the statements contained herein or therein not misleading in light of
the circumstances in which the same were made or will be made, as the case may
be. Any projections and pro forma financial information contained in such
materials are based or will be based upon good faith estimates and assumptions
believed to be reasonable at the time made, it being recognized by the Agent and
the Lenders that such projections as to future events are not to be viewed as
facts and that actual results during the period or periods covered by any such
projections may differ materially from the projected results. There is no fact
known to any Loan Party (other than matters of a general economic nature) that
has had, or could reasonably be expected to have, either individually or in the
aggregate, a Material Adverse Effect and that has not been disclosed in any of
the Loan Documents to which a Loan Party is a party as of the date hereof or in
such other documents, certificates and statements furnished to the Agent and the
Lenders for use in connection with the transactions contemplated hereby.

4.13 LIENS ON THE COLLATERAL.

4.13.1 GENERAL. Except as expressly provided in the legal opinions
delivered pursuant to this Agreement, the provisions of this Agreement and the
Security Documents are effective to create and maintain, upon proper filing or
recording or taking of possession, as applicable, in favor of the Agent, on
behalf of the Lenders, valid and legally enforceable Liens on all of the
Mortgaged Properties and all of the remainder of the Collateral and, when all
necessary and appropriate recordings and filings have been effected in all
necessary and appropriate public offices, and payment is made of any applicable
mortgage recording, intangible and/or similar taxes, this Agreement and the
Security Documents will constitute perfected Liens on all of such Mortgaged
Properties and all of the remainder of the Collateral prior and superior to all
other Liens except Permitted Encumbrances.



4.13.2 MORTGAGES. Each Mortgage upon execution and delivery by Borrower or,
if applicable, a Mortgaged Property Subsidiary will be a valid and enforceable
first priority Lien on the Mortgaged Property that such Mortgage purports to
encumber, except for Permitted Encumbrances, and such Mortgage, when such
Mortgage is recorded in the real property records
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of the county in which such Mortgaged Property is located and upon payment of
any applicable mortgage recording, intangible and/or similar taxes, will be a
perfected, valid and enforceable first priority Lien on such Mortgaged Property
in favor of the Agent, on behalf of the Lenders, which Mortgaged Property will
then be free and clear of all Liens having priority over the first Lien of such
Mortgage, except for Permitted Encumbrances.

4.13.3 ASSIGNMENTS OF RENTS AND LEASES. Except as expressly provided in the
legal opinions delivered pursuant to this Agreement, each Assignment of Rents
and Leases, upon execution and recordation of such Assignment of Rents and
Leases in the real property records of the county in which the Mortgaged
Property affected by such Assignment of Rents and Leases is located and upon
payment of any applicable recording or intangible taxes, will be, as to each
Mortgaged Property, a perfected, valid and enforceable first priority present
assignment of or Lien on the Leases affecting such Mortgaged Property and of the
Rents of and from such Mortgaged Property, which Mortgaged Properties will then
otherwise be free and clear of all Liens having priority over the Assignment of
Rents and Leases, except for Permitted Encumbrances. As of the Closing Date or
as of the Addition Date, as applicable, with respect to a Mortgaged Property,
Borrower represents that upon recordation of the applicable Assignment of Rents
and Leases the Agent has taken all actions necessary to obtain, and as of the
Closing Date or as of the Addition Date, as applicable, with respect to a
Mortgaged Property the Agent has, a valid and perfected first priority
assignment of or Lien on the Rents from such Mortgaged Property and of all
security for the Leases affecting such Mortgaged Property, including cash or
securities deposited as security under such Leases subject to the prior right of
the Tenants making such deposits.

4.13.4 MECHANICS' LIENS. Except as otherwise permitted pursuant to the
provisions of this Agreement or the applicable Mortgage or as insured over by
Title Policies that are then in effect, no mechanic's liens have been filed and
remain in effect against any Mortgaged Property.

4.13.5 FILINGS AND RECORDINGS. All filings (including all financing
statements and all assignments of financing statements under the Uniform
Commercial Code) have been delivered to the Agent for filing in each public
office in which such filings and recordings are required or advisable to perfect
the Liens on each of the Mortgaged Properties and the other Collateral granted
by the Loan Parties pursuant to the Security Documents and, except for the
filing of continuation statements with respect to such financing statements as
may be required or advisable to be filed at periodic intervals, no periodic
refiling or periodic recording is presently required to protect and preserve
such Liens and security interests.

4.14 ZONING; AUTHORIZATIONS.

4.14.1 ZONING. The use and operation by Borrower or, if applicable, a
Mortgaged Property Subsidiary of its Mortgaged Property as multi- or
single- tenant suburban office building or buildings, with related uses,
separate and apart from any other properties, constitutes a legal use under
applicable zoning regulations and complies in all material respects with all
Applicable Laws and all applicable Insurance Requirements, and does not violate
any Authorizations or other material approvals, material restrictions of record
or any material agreement affecting any Mortgaged Property (or any portion
thereof) to which Borrower or, if applicable, a
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Mortgaged Property Subsidiary is a party or by which Borrower or, if applicable,
a Mortgaged Property Subsidiary or such Mortgaged Property (or portion thereof)
is bound, except for violations and failures to comply which could not
reasonably be expected to result, either individually or in the aggregate, in a
Material Adverse Effect. Neither the zoning nor any right of access to or use of
any Mortgaged Property is to any material extent dependent upon or related to
any real property other than such Mortgaged Property.

4.14.2 AUTHORIZATIONS. There have been issued in respect of each Mortgaged
Property all Authorizations necessary to own, operate, use and occupy such
Mortgaged Property in the manner operated by Borrower or, if applicable, a
Mortgaged Property Subsidiary and their respective predecessors in interest, as
of the Closing Date or the Addition Date, as applicable, and contemplated by
Borrower or, if applicable, a Mortgaged Property Subsidiary to be operated on
and after the Closing Date or the Additional Date, as applicable (including any
required permits relating to Hazardous Materials). None of the Loan Parties has



knowledge that any Authorization necessary or required to own, operate, use and
occupy any Mortgaged Property in the manner currently operated by the Tenants
under any Material Lease and contemplated to be operated by the Tenants on and
after the Closing Date or the Addition Date, as applicable (including any
required permits relating to Hazardous Materials) has not been issued and is not
in full force and effect, other than any such Authorizations which, if not
obtained, could not reasonably be expected to have, either individually or in
the aggregate, a Material Adverse Effect. Neither Borrower or any applicable
Mortgaged Property Subsidiary nor, to the knowledge of any of the Loan Parties,
any prior owner thereof, has received any notice of violation or revocation
thereof except for those which could not reasonably be expected to have, either
individually or in the aggregate, a Material Adverse Effect.

4.15 PHYSICAL CONDITION; ENCROACHMENT.

Except as disclosed on the Engineering Reports delivered pursuant to this
Agreement or pursuant to the Existing Agreement, each Mortgaged Property is free
of material structural defects and is in good repair (normal wear and tear
excepted) and all building systems contained therein and all other material
items of Collateral are in good working order in all material respects subject
to ordinary wear and tear, except as disclosed in the Engineering Reports, and
is free and clear of any damage that would affect materially and adversely the
value of such Mortgaged Property or the use of such Mortgaged Property for its
intended purposes. To the knowledge of any of the Loan Parties, other than as
described in the Title Policy and in any Survey, no Improvement at any Mortgaged
Property encroaches upon any building line, setback line, side yard line or any
recorded or visible easement.

4.16 INSURANCE.

All insurance required to be maintained by the Loan Parties and their
respective Subsidiaries pursuant to this Agreement or any other Loan Document is
in full force and effect in accordance with the terms thereof. As to each
Mortgaged Property located in an area identified by the Federal Emergency
Management Agency as having special flood hazards, if flood insurance is
available, a flood insurance policy is in effect. All premiums have been paid
with respect to each insurance policy required to be maintained by the Loan
Parties and their Subsidiaries pursuant to this Agreement or any other Loan
Document.
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4.17 LEASES.

There is no default or event which with notice or lapse of time or both
would constitute a default under any of the provisions of any Material Lease
affecting any Mortgaged Property that has had, or could reasonably be expected
to have, either individually or in the aggregate, a Material Adverse Effect. No
litigation is currently pending or has been threatened by any Tenant in
connection with any Material Lease affecting any Mortgaged Property that has
had, or could reasonably be expected to have, either individually or in the
aggregate, a Material Adverse Effect. All Material Leases and other Leases
material to the operation of the Mortgaged Properties are in full force and
effect, except to the extent such failure could not reasonably be expected to
have, individually or in the aggregate, a Material Adverse Effect.

4.18 ENVIRONMENTAL REPORTS; ENGINEERING REPORTS; APPRAISALS; MARKET STUDIES.

Pursuant to the requirements of either this Agreement or the Existing
Agreement, Borrower has delivered to the Agent correct and complete copies of
all environmental audits, engineering reports, appraisals and market studies
with respect to each Mortgaged Property that any Loan Party or any of its
Subsidiaries has in its possession. To any Loan Party's knowledge, the
information contained in such audits, reports, appraisals and market studies
remains true, correct and complete.

4.19 NO CONDEMNATION OR CASUALTY.

No condemnation or other like proceedings (including relocation of any
roadways abutting any Mortgaged Property or change in grade of such roadways or
denial of access to any Mortgaged Property) that has had, or could reasonably be
expected to result in, a Material Adverse Effect, are pending and served nor, to
the knowledge of any of the Loan Parties, threatened against any Mortgaged
Property in any manner whatsoever. No casualty has occurred to any Mortgaged
Property that has had or could reasonably be expected to have, either
individually or in the aggregate, a Material Adverse Effect.

4.20 UTILITIES AND ACCESS.

To the extent necessary for the full utilization of each Mortgaged Property
in accordance with its current use, telephone services, gas, steam, electric
power, storm sewers, sanitary sewers and water facilities and all other utility
services are available to each Mortgaged Property, are adequate to serve each
such Mortgaged Property, exist at the boundaries of the Land and are not subject



to any conditions, other than normal charges to the utility supplier, which
would limit the use of such utilities. All streets and easements necessary for
the occupancy and operation of each Mortgaged Property are available to the
boundaries of the Land. All necessary rights-of-way for all roads, which are
sufficient to permit each Mortgaged Property to be utilized fully for its
current use, have been completed and are serviceable, and, to the knowledge of
any of the Loan Parties, all public rights-of-way through or adjacent to the
Mortgaged Properties have been acquired and dedicated and accepted for
maintenance and public use by the applicable Governmental Authorities.
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4.21 WETLANDS.

Except as disclosed in any of the written environmental audits and reports
delivered pursuant to this Agreement or pursuant to the Existing Agreement, none
of the Improvements on any Mortgaged Property are constructed on land designated
by any Governmental Authority having land use jurisdiction as wetlands.

4.22 LABOR MATTERS.

There are no strikes or other labor disputes against any Loan Party or any
of its Subsidiaries, pending or, to the knowledge of such Loan Party, threatened
that have had or could reasonably be expected to have, either individually or in
the aggregate, a Material Adverse Effect. Hours worked by and payments made by
such Loan Party or any of its Subsidiaries to their respective employees are not
in violation in any material respect of the Fair Labor Standards Act or any
other applicable law dealing with such matters.

4.23 EMPLOYMENT AND LABOR AGREEMENTS.

Each Loan Party and each of its Subsidiaries is in compliance in all
material respects with the terms and conditions of any employment agreements to
which it is party, except for failures to comply which could not be reasonably
expected to result, either individually or in the aggregate, in a Material
Adverse Effect.

ARTICLE 5
AFFIRMATIVE COVENANTS

Each Loan Party covenants and agrees that, from and after the Closing Date
and so long thereafter as the Commitments hereunder shall remain in effect and
until payment in full of the Loans and the other Obligations (other than
indemnification obligations with respect to claims that have not been asserted
at the time that the Loans and all other Obligations have been paid in full) and
the cancellation or expiration of all Letters of Credit, each Loan Party shall
perform and shall cause each of its Subsidiaries to perform all covenants made
by it in this Article 5.

5.1 FINANCIAL STATEMENTS AND OTHER REPORTS.

COPT shall maintain and cause each of its Subsidiaries to maintain a system
of accounting established and administered in accordance with sound business
practices to permit preparation of consolidated and consolidating financial
statements in conformity with GAAP. Borrower shall deliver to Lenders:

5.1.1 [INTENTIONALLY DELETED];

5.1.2 BORROWING BASE CERTIFICATES: as soon as available and in any event
(a) within 20 days after the end of each calendar month, a Borrowing Base
Certificate, in reasonable detail satisfactory to the Agent and certified by the
Chief Executive Officer or Chief Financial Officer of the Loan Parties,
calculated as of the last day of such calendar month, and (b) at the times
otherwise required by this Agreement, or upon written request from the Agent or
at the option of

48
<Page>

Borrower, a Borrowing Base Certificate calculated as of the appropriate date in
reasonable detail satisfactory to the Agent;

5.1.3 QUARTERLY PROPERTY OPERATING STATEMENTS: as soon as available and in
any event within 60 days after the end of each calendar quarter, commencing with
respect to the calendar quarter ending December 31, 2001, a current Rent Roll, a
statement of the Occupancy Rate, Property Gross Revenues and Property Operating
Expenses and any other expenses with respect to each Mortgaged Property, and a
consolidated operating statement with respect to all Mortgaged Properties
(including a statement of the Occupancy Rate with respect to all Mortgaged
Properties), in each case for the 12 month period ending on the last day of such
calendar quarter, in reasonable detail satisfactory to the Agent and certified
by the Chief Executive Officer or Chief Financial Officer of the Loan Parties
stating that, subject to normal adjustments following the preparation of the



financial statements referred to in Sections 5.1.4 and 5.1.5 below, (x) such
statements and consolidated operating statements fairly present, in all material
respects, the results of operations of the Mortgaged Properties for the periods
indicated and (y) all Property Operating Expenses and any other expenses with
respect to each Mortgaged Property which have become due and payable as of the
last day of the calendar month next preceding the delivery of such statements
have been fully paid or recognized by Borrower;

5.1.4 QUARTERLY FINANCIAL STATEMENTS OF COPT AND ITS SUBSIDIARIES: as soon
as available and in any event within 60 days after the end of each calendar
quarter of each calendar year, commencing with respect to the calendar quarter
ending December 31, 2001, (a) the consolidated balance sheet of COPT and its
Subsidiaries as at the end of such calendar quarter and the related consolidated
statements of income, reconciliation of surplus, stockholders' equity and cash
flows of COPT and its Subsidiaries for such calendar quarter and for the period
from the beginning of the then current calendar year to the end of such calendar
quarter, setting forth in each case in comparative form the corresponding
figures for the corresponding periods of the previous year and the corresponding
figures from the plan and financial forecast for the current year delivered
pursuant to this Section, and (b) the consolidating financial statements of COPT
and its Subsidiaries (including balance sheets and income statements segmenting
any Subsidiaries of COPT or groups of Subsidiaries of COPT, as requested by the
Agent in its reasonable discretion) together with any adjustments and/or
eliminations needed to reconcile such Subsidiary financial statements to the
consolidated financial statements of COPT, all in reasonable detail (it being
understood and agreed that, to the extent COPT's quarterly report filed on Form
10-Q with the Securities and Exchange Commission for such period contains the
foregoing information, such quarterly report shall be deemed to comply with the
foregoing requirements) and certified by the Chief Executive Officer or the
Chief Financial Officer of the Loan Parties stating that such consolidated and
consolidating financial statements fairly present, in all material respects, the
financial condition of COPT and its Subsidiaries as at the dates indicated and
the results of their operations and their cash flows for the periods indicated,
subject to changes resulting from audit and normal year-end adjustments;

5.1.5 YEAR-END FINANCIAL STATEMENTS: as soon as available and in any event
within 90 days after the end of each calendar year, commencing with respect to
the calendar year ending December 31, 2001, (a) the consolidated balance sheet
of COPT and its Subsidiaries as at the end of such calendar year and the related
consolidated statements of income, shareholders' equity and cash flows of COPT
and its Subsidiaries for such calendar year, setting forth in each case in
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comparative form the corresponding figures for the previous calendar year and
the corresponding figures from the plan and financial forecast delivered
pursuant to this Section for the calendar year covered by such consolidated
financial statements, (b) the balance sheets and related income statements of
each Mortgaged Property, (c) the consolidating financial statements of COPT and
its Subsidiaries (including balance sheets and income statements segmenting any
Subsidiaries of COPT or groups of Subsidiaries of COPT, as requested by the
Agent in its reasonable discretion) together with any adjustments and/or
eliminations needed to reconcile such Subsidiary financial statements to the
consolidated financial statements of COPT, all of the foregoing in reasonable
detail and certified by the Chief Executive Officer or Chief Financial Officer
of the Loan Parties stating that they present fairly, in all material respects,
the financial condition of COPT and its Subsidiaries as at the dates indicated
and the results of their operations and their cash flows for the periods
indicated, and (d) in the case of the consolidated financial statements referred
to in clause (a), a report thereon of the Loan Parties' Accountants or other
independent accountants of recognized national standing selected by COPT and
reasonably satisfactory to the Agent, which report shall be unqualified, shall
express no doubts about the ability of COPT and its Subsidiaries to continue as
a going concern and shall state that such consolidated financial statements
fairly present, in all material respects, the financial position of COPT and its
Subsidiaries as at the dates indicated and the results of their operations and
their cash flows for the periods indicated in conformity with GAAP applied on a
basis consistent with prior years (except as otherwise disclosed in such
financial statements) and that the examination by such accountants in connection
with such consolidated financial statements has been made in accordance with
generally accepted auditing standards;

5.1.6 ANNUAL OPERATING PLAN: as soon as available and in any event within
45 days after the end of each calendar year, an annual operating plan and budget
for each Mortgaged Property, showing all anticipated operating revenues and
expenses, capital expenditures, leasing activity, repairs and improvements, and
such other matters as the Agent shall reasonably require;

5.1.7 OFFICERS' CERTIFICATES: together with each delivery of financial
statements of COPT and its Subsidiaries pursuant to Sections 5.1.3, 5.1.4 and
5.1.5 above, an Officers' Certificate of the Loan Parties stating that (1) the
signer has reviewed the terms of this Agreement and has made, or caused to be
made under his or her supervision, a review in reasonable detail of the
transactions and condition of COPT and its Subsidiaries and the Collateral



during the accounting period covered by such financial statements, and (2) such
review has not disclosed the existence during or at the end of such accounting
period, and the signer does not have knowledge of the existence as at the date
of such Officers' Certificate, of any condition or event that constitutes an
Event of Default or Potential Event of Default, or, if any such condition or
event existed or exists, specifying the nature and period of existence thereof
and what action the Loan Parties have taken, are taking and propose to take with
respect thereto;

5.1.8 COMPLIANCE CERTIFICATES: together with each delivery of the
financial statements of COPT and its Subsidiaries pursuant to Sections 5.1.3,
5.1.4 and 5.1.5 above, a Compliance Certificate demonstrating in reasonable
detail compliance during and at the end of the applicable accounting periods
with the covenants set forth in Section 6.6;
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5.1.9 COPT'S CERTIFICATION: together with each delivery of financial
statements of COPT pursuant to Section 5.1.5 above, a written statement by the
Chief Executive Officer or the Chief Financial Officer of COPT (a) certifying in
substance that the preparation of such financial statements has included a
review of the terms of this Agreement and the other Loan Documents as they
relate to accounting matters, and (b) certifying whether, in connection with the
preparation of such financial statements, any condition or event that
constitutes an Event of Default or Potential Event of Default has come to its
attention and, if such a condition or event has come to its attention,
specifying the nature and period of existence thereof;

5.1.10 ACCOUNTANTS' REPORTS: promptly upon receipt thereof (unless
restricted by applicable professional standards), copies of all reports
submitted to COPT or any of its Subsidiaries by the Loan Parties' Accountants or
any other independent accountants in connection with each annual, interim or
special audit of the consolidated financial statements of COPT and its
Subsidiaries made by such accountants, including any comment letter submitted by
such accountants to management in connection with their annual audit;

5.1.11 RECONCILIATION STATEMENTS: if, as a result of any change in
accounting principles and policies from those used in the preparation of the
audited financial statements referred to in Section 5.1.5, the consolidated
financial statements of COPT and its Subsidiaries delivered pursuant to this
Section differ in any material respect from the consolidated financial
statements that would have been delivered pursuant to such subdivisions had no
such change in accounting principles and policies been made, then (a) together
with the first delivery of such financial statements following such change,
consolidated financial statements of COPT and its Subsidiaries for (1) the
current calendar year to the effective date of such change and (2) the two full
calendar years immediately preceding the calendar year in which such change is
made, in each case prepared on a pro forma basis as if such change had been in
effect during such periods, and (b) together with each delivery of such
financial statements following such change, a written statement of the Chief
Financial Officer or Chief Executive Officer of the Loan Parties setting forth
the differences which would have resulted in the calculation of the covenants
set forth in Article 6 if such financial statements, had been prepared without
giving effect to such change;

5.1.12 EVIDENCE OF INSURANCE: together with the delivery of the foregoing
statements, evidence reasonably satisfactory to the Agent that the monthly
premiums with respect to the insurance required to be maintained pursuant to the
Loan Documents have been paid for the current month; provided that evidence
previously delivered pursuant to this Section with respect to the prior payment
of premiums for the current month need not be redelivered;

5.1.13 SEC FILINGS AND PRESS RELEASES: promptly upon their becoming
available, copies of (a) all financial statements, reports, notices and proxy
statements sent or made available generally by COPT to its security holders, (b)
all regular and periodic reports and all registration statements (other than on
Form S-8 or a similar form) and prospectuses, if any, filed by COPT or any of
its Subsidiaries with any securities exchange or with the Securities and
Exchange Commission or any Governmental Authority or private regulatory
authority, and (c) all press releases and other statements made available
generally by COPT or any of its Subsidiaries to the public or to the security
holders of COPT;
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5.1.14 EVENTS OF DEFAULT, ETC.: promptly upon any Loan Party obtaining
knowledge (a) of any condition or event that constitutes an Event of Default or
Potential Event of Default, or becoming aware that the Agent has given any
notice or taken any other action with respect to a claimed Event of Default or
Potential Event of Default, (b) that any Person has given any notice to COPT or
any of its Subsidiaries or taken any other action with respect to a claimed
default or event or condition of the type referred to in Article 7 of any
condition or event that constitutes or may (upon the giving or receiving of



notice or the lapse of time, later, or otherwise) a default, a potential event
of default, an event of default (in each case, as defined in the agreement or
instrument creating, evidencing or governing any such Indebtedness) under or
with respect to any Indebtedness of COPT and its Subsidiaries (other than the
Indebtedness hereunder), or becoming aware that any agent, trustee, lender or
security holder with respect thereto has given any notice or taken any other
action with respect to such condition or event, or (d) of the occurrence of any
event or change that has had, or could reasonably be expected to have, either
individually or in the aggregate, a Material Adverse Effect, an Officers'
Certificate specifying the nature and period of existence of such condition,
event or change, or specifying the notice given or action taken by any such
Person and the nature of such claimed Event of Default, Potential Event of
Default, default, event or condition, and what action the Loan Parties have
taken, are taking and propose to take with respect thereto;

5.1.15 LITIGATION OR OTHER PROCEEDINGS: (a) promptly upon COPT or Borrower
obtaining knowledge of (x) the institution of any action, suit, proceeding
(whether administrative, judicial or otherwise), governmental investigation or
arbitration against or affecting COPT or any of its Subsidiaries (including
Borrower), or any property of COPT or such Subsidiary (collectively,
"Proceedings") not previously disclosed in writing by COPT or Borrower to Lender
or (y) any material development in any Proceeding that, in any case:

(1) if adversely determined, could reasonably be expected to
have, either individually or in the aggregate, a Material Adverse
Effect; or

(ii) seeks to enjoin or otherwise prevent the consummation of,
or to recover any damages or obtain relief as a result of, the
transactions contemplated hereby; or

(iii) threatens the validity or priority of the Liens granted
pursuant to the Loan Documents;

written notice thereof together with such other information as may be reasonably
available to any of the Loan Parties to enable the Agent and its counsel to
evaluate such matters; and (b) within 20 days after the end of each calendar
quarter of COPT, a schedule of all Proceedings involving an alleged liability
of, or claims against or affecting, COPT and its Subsidiaries which, if
adversely determined, could reasonably be expected to result in a money judgment
in excess of $1,000,000 individually or $5,000,000 in the aggregate (in either
case not adequately covered by insurance as to which a solvent and unaffiliated
insurance company has accepted coverage), and promptly after request by the
Agent, such other information as may be reasonably requested by the Agent to
enable the Agent and its counsel to evaluate any of such Proceedings;
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5.1.16 FINANCIAL PLANS: as soon as practicable and in any event no later
than November 30 of each year, projected financial statements for each Mortgaged
Property for the three next succeeding calendar years in detail reasonably
satisfactory to the Agent, together with an explanation of the assumptions on
which such forecasts are based, and such other information and projections as
the Agent may reasonably request for any Mortgaged Property or COPT or any of
its Subsidiaries;

5.1.17 INSURANCE: as soon as practicable and in any event by the last day
of each calendar year, a report in form and substance reasonably satisfactory to
the Agent outlining all material insurance coverage maintained as of the date of
such report by COPT and its Subsidiaries or, in lieu thereof, copies of such
policies, and a report as to all material insurance coverage planned to be
maintained by COPT and its Subsidiaries in the next succeeding calendar year to
the extent varying from the description of that delivered or described;

5.1.18 ENVIRONMENTAL AUDITS AND REPORTS: as soon as practicable following
receipt thereof, copies of all environmental audits and reports, whether
prepared by personnel of COPT or any of its Subsidiaries or by independent
consultants, with respect to material environmental matters at any Mortgaged
Property or which relate to an Environmental Claim which could reasonably be
expected to have, either individually or in the aggregate, a Material Adverse
Effect;

5.1.19 BOARD OF TRUSTEES: with reasonable promptness, written notice of any
change in the Board of Trustees of COPT;

5.1.20 CHANGE IN NAME OR CHIEF PLACE OF BUSINESS: (a) notification of any
change in a Loan Party's name, identity or corporate structure within 60 days of
such change and (b) 60 days' prior written notice of any change in a Loan
Party's executive office or chief place of business;

5.1.21 [INTENTIONALLY DELETED];

5.1.22 NOTICES WITH RESPECT TO MORTGAGED PROPERTIES: (i) immediately upon
any Loan Party's acquiring actual knowledge of the same, a written notice with



respect to the occurrence or effectiveness of any event or condition that could
reasonably be expected to have a material adverse effect on one or more of the
Mortgaged Properties; and (ii) at least 20 days prior to the commencement of any
Restoration/Renovation of any Mortgaged Property, a written notice of renovation
or restoration with respect thereto and upon the completion of such
Renovation/Restoration, a written notice of such completion;

5.1.23 SUPPLEMENTS TO SCHEDULES: if at any time, the information contained
on any Schedule to this Agreement or any other Loan Document is incomplete or
incorrect, Borrower shall promptly and, in any event prior to the next Funding
Date, deliver to the Agent written information that completes or corrects such
Schedule; provided that unless such information is reasonably approved in
writing by the Agent, such information shall not be deemed to supplement the
applicable Schedule for purpose of this Agreement and the other Loan Documents
unless such information solely reflects an action by Borrower which it is
expressly permitted pursuant to the terms of the Loan Documents; and
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5.1.24 OTHER INFORMATION: with reasonable promptness, (a) information and
other data revised to correct any erroneous information and other data
previously delivered by COPT or Borrower to Lender pursuant to this Agreement or
included in any statement, report or certificate previously delivered by COPT or
Borrower to the Agent pursuant to this Agreement, together with such statement,
report or certificate that shall have been revised to reflect such revised
information and data, and (b) such other information and data with respect to
the Loan Parties and their respective Subsidiaries, the Mortgaged Properties
(separately and for all Mortgaged Properties), the Leases, the Management
Agreements, the other Collateral and the other assets and liabilities of the
Loan Parties and their respective Subsidiaries, all in form reasonably
satisfactory to the Agent, as from time to time may be reasonably requested by
the Agent.

5.2 ENTITY EXISTENCE; FINANCIAL MATTERS; CONTROL.

5.2.1 ENTITY EXISTENCE. Each Loan Party shall, and shall cause each of its
Subsidiaries to, at all times preserve and keep in full force and effect its
trust, corporate, limited partnership, limited liability company or other entity
existence and all Authorizations, rights and franchises material to its
business.

5.2.2 FINANCIAL MATTERS. COPT and its Subsidiaries, taken as a whole,
shall (i) maintain financial statements, payroll records, accounting records and
other entity records and other documents separate from any other Person; (ii)
maintain bank accounts in their own name or names, separate from any other
Person; (iii) pay their own expenses and other liabilities from their own assets
and incur (or endeavor to incur) obligations to other Persons based solely upon
their own assets and creditworthiness and not upon the creditworthiness of any
other Person; and (iv) file their own tax returns or join in the consolidated
tax return of such group as a separate member thereof.

5.2.3 CHANGE IN CONTROLLING PRINCIPALS. Without the Majority Lenders'
(including the Agent's) prior written consent, the Controlling Principals, in
the aggregate, shall not cease at any time or for any reason to maintain, free
of any Lien, beneficial ownership (as defined under Section 13(d) of the
Exchange Act) of, and a direct economic interest in, at least the number of
shares of common shares of COPT set forth on Schedule 5.2.3. For purposes of
this Section, the computation of such number of common shares owned shall
include the maximum number of such common shares into which the Controlling
Principals are entitled to convert Partnership Interest units in Borrower,
without giving effect to applicable time limits and other restrictions on such
conversion, or to any right given to COPT or Borrower to deliver cash in lieu of
shares upon any such conversion. The number of shares set forth on Schedule
5.2.3 shall be appropriately adjusted for stock splits or similar adjustments to
the capitalization of COPT.

5.2.4 CHANGE IN CONTROL. Without the Supermajority Lenders' prior written
consent, no Change in Control shall occur.

5.2.5 CHANGE IN MANAGEMENT. At least one of the following Persons shall
remain in the following respective positions for COPT: Clay W. Hamlin, III -
Chief Executive Officer; Randall M. Griffin - President and Chief Operating
Officer; and Roger A. Waesche, Jr. - Senior Vice President and Chief Financial
Officer at all times up to the Maturity Date, provided that, if due to death,
incapacity, removal or any other reason, more than two of the foregoing named
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Persons no longer hold the respective positions for COPT as described herein,
then COPT shall have up to one hundred eighty (180) days to obtain the approval
of the Majority Lenders, in their reasonable discretion, for each replacement
executive thereafter proposed by COPT to fill the positions identified herein.
In the event Borrower shall fail to obtain approval of the Majority Lenders as



provided herein within such one hundred eighty (180) day period, then, unless
waived by the Majority Lenders in writing, such failure shall constitute an
Event of Default hereunder.

5.3 QUALIFIED INCOME COVENANT; COMMON STOCK.

5.3.1 COPT will conduct its affairs and the affairs of its Subsidiaries in
a manner so as to (i) continue to qualify as a REIT under Sections 856-860 of
the Internal Revenue Code and (ii) permit COPH to qualify as a "QUALIFIED REIT
SUBSIDIARY" under Section 856(i) of the Internal Revenue Code.

5.3.2 COPT shall at all times hereafter (i) cause its common shares to be
duly listed on the NYSE and (ii) shall timely file all reports required to be
filed by it in connection therewith.

5.4 TAXES AND CLAIMS.

Each Loan Party shall, and shall cause each of its Subsidiaries to, pay or
discharge or cause to be paid or discharged all Taxes and Impositions imposed
upon any Loan Party or any of its Subsidiaries, or payable by any Loan Party or
any of its Subsidiaries with respect to any Mortgaged Property or other assets
or in respect of any of the franchises, business, income or other property of
any Loan Party or any of its Subsidiaries before the same shall become
delinquent and before any penalty accrues thereon, and will pay, discharge or
otherwise satisfy or cause to be paid, discharged or otherwise satisfied at or
before maturity or before they become delinquent, all Indebtedness, obligations
and other claims (including claims for labor, supplies, materials and services
that, if unpaid, might become a Lien on the property of any Loan Party or any of
its Subsidiaries) of any Loan Party and its Subsidiaries; provided, however,
that no such charge or claim needs to be paid if (i) such charge or claim is
being diligently contested in good faith by appropriate proceedings, (ii)
reserves reasonably required by the Agent shall have been made therefor by such
Loan Party or such Subsidiary, (iii) none of the Mortgaged Properties or any
other material Collateral is in jeopardy of being sold, forfeited or lost during
or as a result of such contest, (iv) none of a Loan Party, or any of its
Subsidiaries, the Agent or any Lender is reasonably likely to become subject to
any civil fine or penalty not adequately reserved against (in the case of any
Loan Party or Subsidiary thereof) or criminal fine or penalty, in each case as a
result of non-payment of such charge or claim and (v) such contest has not had
and could not reasonably be expected to have, either individually or in the
aggregate, a Material Adverse Effect. Each Loan Party shall, and shall cause
each of its Subsidiaries to, deliver to the Agent all receipts evidencing the
payment of all such Taxes and Impositions with respect to any Property and, upon
written request by the Agent, all other Taxes, Impositions, assessments, levies,
permits, fees, rents and other public charges imposed upon or in respect of or
assessed against any Loan Party, any of its Subsidiaries or any of their
respective properties or assets except for those being paid or contested as
described in the provisos above.
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5.5 MAINTENANCE OF PROPERTIES; REPAIR; ALTERATION.

Borrower and each Mortgaged Property Subsidiary shall (i) maintain or cause
to be maintained each Mortgaged Property and all other items of Collateral in a
manner consistent for suburban office properties and related property, and shall
keep or cause to be kept every part thereof in good condition and repair,
reasonable wear and tear excepted, and make all reasonably necessary repairs,
renewals or replacements thereto as may be reasonably necessary to conduct the
business of Borrower or such Mortgaged Property Subsidiary, as applicable; (ii)
not remove, demolish or structurally alter, or permit or suffer the removal,
demolition or structural alteration of, any of the Improvements in respect of a
Mortgaged Property except as required of Borrower or such Mortgaged Property
Subsidiary, as applicable, or permitted for Tenants, or otherwise as permitted
with the prior written consent of the Agent, which consent shall not be
unreasonably withheld, conditioned or delayed; (iii) complete promptly and in a
good and workmanlike manner any Improvements which may be now or hereafter
constructed on any Mortgaged Property and promptly restore in like manner any
portion of the Improvements in respect of a Mortgaged Property which may be
damaged or destroyed thereon from any cause whatsoever, and pay when due all
claims for labor performed and materials furnished therefor (subject to the
right to contest the amount of validity thereof in good faith); (iv) comply in
all material respects with all Applicable Laws, applicable Insurance
Requirements and all covenants, conditions and restrictions now or hereafter
affecting any Mortgaged Property or other item of Collateral or any part thereof
or requiring any alterations or Improvements, other than any failure to comply
that does not and could not reasonably be expected to have, either individually
or in the aggregate, a Material Adverse Effect; (v) not commit or permit any
waste of the Collateral; and (vi) not remove any item of the Collateral
constituting tangible personal property or fixtures without replacing it with a
comparable item of equal or greater quality, value and usefulness, except that
Borrower or such Mortgaged Property Subsidiary, as applicable, may sell or
dispose of in the ordinary course of business any property which is obsolete or
no longer useful in its business.



5.6 INSPECTION; THE AGENT; APPRAISALS.

5.6.1 INSPECTION. As often as may be reasonably requested, each Loan Party
shall, and shall cause each of its Subsidiaries to, permit (i) any authorized
representatives designated by the Agent to visit and inspect any Mortgaged
Property, subject to the rights of Tenants, and (ii) any authorized
representatives designated by the Agent to inspect the financial and accounting
records, tenant leasing files and other management books and records of such
Loan Party or Subsidiary, and to make copies and take extracts therefrom, and to
discuss its and their affairs, operations, finances and accounts with its and
their officers, property managers and independent accountants; provided that
each such visit, inspection and discussion shall be made upon reasonable notice
and at such reasonable times during normal business hours, with as little
disruption of Borrower's, any Mortgaged Property Subsidiary's and Tenants'
business and operations as is reasonably practical.

5.6.2 APPRAISALS. The Agent may from time to time (and shall upon the
written request of Borrower, which request shall be made no more than once in
each calendar year) obtain Appraisals of any Mortgaged Property (which
Appraisals shall, if applicable with respect to any approved Renovation of such
Mortgaged Property, contain an estimate of the appraised value of such Mortgaged
Property upon completion of such Renovation) and Borrower shall cooperate
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fully with the Appraiser selected by the Agent to conduct such Appraisals. In
the event that any Loan Party or any of its respective Subsidiaries obtains an
appraisal of one or more of the Mortgaged Properties other than pursuant to this
Section, Borrower shall deliver a copy of such appraisal to the Agent promptly
upon the completion thereof and the Agent may elect, in its sole discretion and
subject to Applicable Laws, to treat such appraisal as an "APPRAISAL." In the
event that the Agent obtains an Appraisal of one or more of the Mortgaged
Properties, the Agent shall deliver a copy of such Appraisal to Borrower upon
the completion thereof. Any increase or decrease in the Appraised Value of a
Mortgaged Property as reflected in an updated Appraisal shall be shown on the
next Borrowing Base Certificate delivered to the Lenders pursuant to Section
5.1.2 and, in connection therewith, Borrower shall comply with the requirements
of Section 2.9.1.4, if applicable. Borrower shall take all such actions as are
necessary to ensure that the Appraised Value of any Mortgaged Property at no
time exceeds the amount secured by the Mortgage applicable to such Mortgaged
Property. Without limiting the generality of the foregoing, before an increase
in Appraised Value with respect to a Mortgaged Property may be taken into
account in calculating the Property Amount with respect to such Mortgaged
Property, Borrower must amend the applicable Mortgage to secure the full amount
of the increased Appraised Value.

5.7 COMPLIANCE WITH LAWS, AUTHORIZATIONS, ETC.

Each Loan Party shall, and shall cause each of its Subsidiaries and all
Persons occupying any Mortgaged Properties to, comply in all material respects
with the requirements of all Applicable Laws. Each Loan Party shall, and shall
cause each of its Subsidiaries to, keep all material Authorizations which are
from time to time required for the use and operation of each Mortgaged Property
in full force and effect.

5.8 PERFORMANCE OF LOAN DOCUMENTS.

Each Loan Party shall, and shall cause each of its Subsidiaries to, observe
and perform, or cause to be observed and performed, all its covenants,
agreements, conditions and requirements contained in each of the Loan Documents
to which it is or will be a party in accordance with the terms thereof and will
maintain the validity and effectiveness of such Loan Documents.

5.9 PAYMENT OF LIENS.

5.9.1 REMOVAL BY LOAN PARTIES. If a Lien not permitted under this
Agreement may encumber any Mortgaged Property or other item of Collateral or any
portion thereof, the Loan Parties shall promptly discharge or cause to be
discharged by payment to the lienor or lien claimant or promptly secure removal
by bonding or deposit with the county clerk or otherwise or, at the Agent's
option, promptly obtain insurance against, any such Lien or mechanics' or
materialmen's claims of lien filed or otherwise asserted against any Mortgaged
Property or any other item of Collateral or any portion thereof within 60 days
after the date of notice thereof, but compliance with the provisions of this
Section 5.9.1 shall not be deemed to constitute a waiver of the provisions of
Section 6.2. The Loan Parties shall exhibit to the Agent upon request all
receipts or other satisfactory evidence of payment, bonding, deposit of taxes,
assessments, Liens or any other item which may cause any such Lien to be filed
against any Mortgaged Property or other item of Collateral of Borrower or, if
applicable, a Mortgaged Property Subsidiary.
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Borrower shall fully preserve the Lien and the priority of each of the Mortgages
and the other Security Documents without cost or expense to the Agent or the
Lenders.

5.9.2 REMOVAL BY THE AGENT. If the Loan Parties fail to promptly
discharge, remove or bond off any such Lien or mechanics' or materialmen's claim
of lien as described above within 60 days after the receipt of notice thereof,
then the Agent may, but shall not be required to, procure the release and
discharge of such Lien, mechanics' or materialmen's claim of lien and any
judgment or decree thereon, and in furtherance thereof may, in its sole
discretion, effect any settlement or compromise with the lienor or lien claimant
or post any bond or furnish any security or indemnity as the Agent, in its sole
discretion, may elect. In settling, compromising or arranging for the discharge
of any Liens under this Section 5.9.2, the Agent shall not be required to
establish or confirm the validity or amount of the Lien. Borrower agrees that
all costs and expenses expended or otherwise incurred pursuant to this Section
5.9.2 (including reasonable attorneys' fees and disbursements) by the Agent
shall be paid by Borrower in accordance with the terms hereof.

5.9.3 TITLE SEARCHES. The Agent may, at any time and at the expense of
Borrower, obtain an updated title and/or lien search regarding any Mortgaged
Property or Collateral, or any portion thereof; provided that, unless the Agent
reasonably believes that a Lien not otherwise permitted under this Agreement may
encumber any Mortgaged Property or Collateral or any portion thereof or an Event
of Default shall have occurred and be continuing, the Agent may so obtain such
search with respect to such Mortgaged Property or Collateral or portion thereof
not more than once each calendar year.

5.10 INSURANCE.

5.10.1 RISKS TO BE INSURED. With respect to each Mortgaged Property,
Borrower shall procure and maintain, or shall cause a Mortgaged Property
Subsidiary to procure and maintain continuously in effect, insurance coverage
issued by an insurer (i) authorized to issue such insurance in all applicable
jurisdictions, (ii) rated "A" (or its equivalent) or better by Alfred M. Best
Company, Inc., (iii) with a financial size rating of VIII (or its equivalent) or
better, by Alfred M. Best Company, Inc., and (iv) otherwise satisfactory to the
Agent; provided, however, that (1) each insurer of COPT's or any of its
Subsidiaries' umbrella liability insurance policies as of the Closing Date (and
any renewal thereof by such insurers), may be rated "A-" (or its equivalent) by
Alfred M. Best Company, Inc.; it being understood and agreed that such
carrier(s) shall comply with the requirement set forth in clause (ii) above, and
(2) as of the Closing Date, the insurers of COPT's or any of its Subsidiaries'
earthquake, flood and wind insurance policies (and any renewals thereof by such
insurers, respectively) may be rated "A-" (or its equivalent) by Alfred M. Best
Company, Inc. and have a financial size rating of "VIII" (or its equivalent) by
Alfred M. Best Company, Inc.; it being understood and agreed that, in the event
COPT or any of its Subsidiaries procures any earthquake, flood or wind insurance
from a carrier other than the carrier providing such insurance on the Closing
Date, such carrier shall comply with the requirements set forth in clauses (ii)
and (iii) above unless otherwise approved by the Agent. Each Loan Party shall
pay, and shall cause each of its Subsidiaries to pay, in a timely manner all
premiums due in connection therewith. All insurance policies shall be issued by
insurers doing business as admitted licensed carriers in the state where such
Mortgaged Property is located, and shall be authorized and licensed to issue
insurance in such state unless otherwise approved by the
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Agent in its sole discretion. The insurance to be procured and maintained by
COPT and its Subsidiaries is the following:

5.10.1.1 CASUALTY. Borrower shall keep, or shall cause a Mortgaged Property
Subsidiary to keep, each Mortgaged Property insured for the benefit of the
Agent, on behalf of the Lenders, in each case, as follows:

(a) ALL RISK OF PHYSICAL LOSS. Insurance with respect to the
Improvements now or hereafter located on the Mortgaged Properties and any
alterations or additions thereto and the furniture, fixtures and equipment
against any peril included within the classification "ALL RISKS OF PHYSICAL
LOSS" with extended coverage (including fire, lightning, windstorm,
sprinkler, hail, explosion, riot, riot attending a strike, civil commotion,
vandalism, malicious mischief, terrorist acts, aircraft, vehicle, sinkholes
and smoke) in an amount equal to the full insurable value of such
Improvements and such furniture, fixtures and equipment. The term "FULL
INSURABLE VALUE" shall mean the actual replacement cost of such
Improvements and such furniture, fixtures and equipment (without taking
into account any depreciation, and exclusive of excavations, footings and
foundations, landscaping and paving) determined every five years by an
insurer upon the request of the Agent, a recognized independent insurance
broker or an appraiser selected (and approved by the Agent) and paid by the
applicable Loan Party or its Subsidiary; provided, however, that such
amount shall be sufficient to prevent such Loan Party or such Subsidiary



from becoming a co-insurer, and the policy shall contain a stated value
endorsement to that effect.

(b) BUILDER'S RISK. During any period of construction of
Improvements and any repair, Restoration, Renovation or replacement
thereof, a standard builder's all risk policy (completed value
non-reporting form) or equivalent coverage under the policy described in
Section 5.10.1.1(a) above for an amount at least equal to the full
insurable value of the work to be performed and equipment, supplies and
materials to be furnished, as shall be reasonably approved by the Agent for
such purpose, the coverage of which shall include the hazards described in
Section 5.10.1.1(a) and building collapse; provided, however, that such
policy may be obtained by a contractor if it names the Agent and Borrower
as additional named insureds and if it otherwise complies with this
Agreement. Such policy shall contain a stated value endorsement so that no
co-insurance provision shall be applicable to any loss thereunder. Such
policy shall contain the provision that "permission is hereby granted to
complete and/or occupy" upon the earlier to occur of substantial completion
of any discrete increment of the work or a Tenant taking occupancy of any
Mortgaged Property (or portion thereof) as to which work was being
performed.

(c) FLOOD. Insurance against damage or loss by flood as to any
Mortgaged Property that is located in an area now or subsequently
designated as an area having special flood hazards and in which flood
insurance has been made available under the National Flood Insurance Act of
1968 or the Flood Disaster Protection Act of 1973, or the National Flood
Insurance Reform Act of 1994, as

59
<Page>

such Acts may be amended, modified, supplemented or replaced from time to
time, on such basis and not less than such amounts as shall be reasonably
approved by the Agent, but not less than the amount required by law. If any
Loan Party or any of its Subsidiaries fails to obtain flood insurance as
required, the Agent may purchase such flood insurance, and Borrower shall
pay all premiums and other costs and expenses incurred by the Agent.

(d) BOILERS. Broad form boiler and machinery insurance (without
exclusion for explosion) covering all boilers, boiler tanks, heating and
air conditioning equipment, pressure vessels, auxiliary piping and similar
apparatus, machinery and equipment located in, on or about each Mortgaged
Property insuring against damage or loss from boilers, boiler tanks,
heating and air conditioning equipment, pressure vessels, auxiliary piping
and similar apparatus, machinery and equipment and insurance against loss
of occupancy or use arising from any such breakdown in such amounts as are
generally available at reasonable premiums and are generally required by
institutional lenders for properties comparable to the Mortgaged
Properties.

(e) BUSINESS INTERRUPTION OR RENTAL INCOME INSURANCE. Business
interruption and/or loss of rental value or use and occupancy insurance
insuring against business interruption at and against loss of rental income
from each Mortgaged Property due to any of the hazards listed in Section
5.10.1.1(a) above in an amount sufficient to avoid any co-insurance penalty
and to provide proceeds for a period not less than one year of loss.

(f) EARTHQUAKE INSURANCE. With respect to any Mortgaged Property
located in California or other area at high risk for earthquakes, as
determined by the Agent, and at the discretion of the Agent, earthquake
insurance on such basis and in such amounts as shall be reasonably required
by the Agent.

5.10.1.2 WORKERS' COMPENSATION. Each Loan Party shall maintain, and shall
cause each of its Subsidiaries to maintain, for itself and for each Mortgaged
Property at which such Loan Party or such Subsidiary maintains employees,
statutory workers' compensation insurance (to the extent the risks to be covered
thereby are not already covered by other policies of insurance maintained by
such Loan Party or such Subsidiary), in statutory amounts as required by law
(including employer's liability insurance), except in those states where such
Loan Party elects to not subscribe to the workers' compensation statute. If the
applicable Loan Party elects to not subscribe to the workers' compensation
statute, such Loan Party shall have a benefit program and employees' legal
liability coverage to respond to claims that would otherwise be covered by a
standard policy of workers' compensation.

5.10.1.3 LIABILITY. COPT and its Subsidiaries shall procure and maintain:

(a) Comprehensive General Liability Insurance. Comprehensive
general liability insurance, on an occurrence basis in the amount of
$1,000,000 per occurrence per Mortgaged Property and $3,000,000 in the
aggregate per Mortgaged Property covering each Loan Party, each of its
Subsidiaries, the Agent
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and each Lender against claims for bodily injury, death and property damage
(including claims and legal liability to the extent insurable imposed upon
Lender and all court costs and attorneys' fees and expenses), arising out
of or connected with the possession, use, leasing, operation, maintenance
or condition of each Mortgaged Property or occurring in, upon or about or
resulting from each Mortgaged Property, or any drive, sidewalk, curb or
passageway adjacent thereto (to the extent insurable), which insurance
shall include blanket contractual liability coverage which insures
contractual liability (to the extent insurable) under the indemnification
set forth in Section 8.3 of this Agreement (but such coverage or the amount
thereof shall in no way limit such indemnification), garage liability (if
applicable), products liability (if applicable) and elevator liability (if
applicable) coverage and during any period of construction of any
Improvements, owner's and contractor's protective liability coverage,
including completed operations liability coverage. If any of the coverages
referred to in this Section are obtained under a so called "blanket" policy
with more than one Property covered, the policy shall contain an
"individual aggregate per location/project" endorsement.

(b) General Liability and Property Damage. Commercial general
liability and property damage insurance on an occurrence basis in
connection with any construction being performed at any Mortgaged Property,
to be carried by any contractor or construction manager or by any Person,
including any Loan Party or any of its Subsidiaries, performing a similar
function, including "BUILDERS RISK" coverage in the amount of $1,000,000
per occurrence and $3,000,000 in the aggregate.

(c) Liquor Liability and Dram Shop Insurance. For any Mortgaged
Property on which any Loan Party or any of its Subsidiaries operates a
liquor business in which liquor is served, liquor liability and dram shop
insurance on such basis and in such amounts as shall be reasonably required
by Lender in a minimum amount of $1,000,000 per occurrence and $3,000,000
in the aggregate for Mortgaged Properties.

(d) Umbrella or Excess Liability Insurance. Umbrella or excess
liability insurance, on an incurrence basis in the amount of at least
$50,000,000 per occurrence and in the aggregate per year covering each Loan
Party, each of its Subsidiaries and Lender against claims for damages in
excess of all primary liability policies.

5.10.1.4 ADDITIONAL INSURANCE. Each Loan Party shall procure and maintain,
and shall cause each of its Subsidiaries to procure and maintain, such other
insurance with respect to the Mortgaged Properties against loss or damage of the
kinds from time to time customarily insured against and in such amounts as are
generally available at reasonable premiums and are generally required by
institutional lenders for properties comparable to the Mortgaged Properties.

5.10.2 POLICY PROVISIONS. Each policy of insurance maintained in respect of
Borrower and/or any Mortgaged Property pursuant to this Section shall (a) in the
case of each category of
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public liability insurance, name Borrower as insured and name the Agent (for the
benefit of the Lenders) as an additional insured, and in the case of all other
insurance required under this Agreement, as an additional insured or as a loss
payee, as the Agent shall require; (b) except in the case of public liability
insurance and workers' compensation insurance, provide that all proceeds
thereunder shall be payable to the Agent pursuant to a standard first mortgagee
endorsement, without contribution, that all losses with respect to each
Mortgaged Property shall be paid directly to the Agent, without contribution by
any similar insurance carried by the Agent and that adjustment and settlement of
any material loss shall be subject to the reasonable approval of the Agent; (c)
include effective waivers by the insurer of all rights of subrogation against
any loss payee, additional insured or named insured; (d) permit the Agent to pay
the premiums and continue any insurance upon failure of such Loan Party or such
Subsidiary, as the case may be, to pay premiums when due, upon the insolvency of
such Loan Party or such Subsidiary, as the case may be, or through foreclosure;
(e) to the extent such provisions are reasonably obtainable, provide that such
insurance shall not be impaired or invalidated by virtue of (i) any act, failure
to act, negligence of, or violation of declarations, warranties or conditions
contained in such policy by any of the Loan Parties, the Agent, the Lenders, or
any other named insured, additional insured or loss payee, except for the
willful misconduct of the Agent or the Lenders knowingly in violation of the
conditions of such policy, (ii) the occupation or use of such Mortgaged Property
for purposes more hazardous than permitted by the terms of the policy, (iii) any
foreclosure or other proceeding or notice of sale relating to such Mortgaged
Property or (iv) any change in the possession of such Mortgaged Property without
a change in the identity of the holder of actual title to such Mortgaged
Property; (f) be subject to a deductible, if any, not greater than $100,000 (or,
with respect to coverage for wind damage, such greater amount as shall not



exceed 5.0% of the affected Mortgaged Property's agreed value); (g) contain an
endorsement providing that none of the Agent, the Lenders or the Loan Parties
shall be, or shall be deemed to be, a co-insurer with respect to any risk
insured by such policy; and (h) provide that if all or any part of such policy
shall be canceled or terminated, or shall expire, the insurer will forthwith
give notice thereof to the Agent and each additional insured and loss payee and
that no cancellation, termination, expiration, reduction in amount of, or
material change (other than an increase) in, coverage thereof shall be effective
until at least 30 days after receipt by the Agent and each additional insured
and loss payee of written notice thereof.

5.10.3 INCREASES IN COVERAGE. The policy limits of any policy of insurance
required hereunder shall be increased from time to time to reflect what a
reasonable prudent owner of land and improvements similar in type and locality
to each Mortgaged Property would carry.

5.10.4 PAYMENT OF PROCEEDS. If any such insurance proceeds required to be
paid to the Agent are instead made payable to Borrower, COPT or any Subsidiary
thereof, each of Borrower and COPT hereby appoints the Agent as its
attorney-in-fact, irrevocably and coupled with an interest, to endorse and/or
transfer any such payment to the Agent.

5.10.5 DELIVERY OF COUNTERPART POLICIES; EVIDENCE. Each Loan Party shall
deliver, and shall cause each of its Subsidiaries to deliver, to the Agent on or
before the Closing Date evidence acceptable to the Agent for the valid policies
of insurance required by this Agreement or any other Loan Document to be carried
evidencing (i) the issuance of such policies, (ii) the payment of all premiums
payable for the period ending not earlier than the first Anniversary and (iii)
coverage which meets all of the requirements set forth in this Agreement. At
each time after
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the Closing Date that any Loan Party or any of its Subsidiaries is required by
this Agreement or by any Security Document or any other Loan Document to deliver
evidence of insurance, such Loan Party shall deliver, or shall cause such
Subsidiary to deliver, such evidence of valid policies of insurance acceptable
to the Agent evidencing (a) the issuance of the policies of insurance required
by this Agreement or other Loan Document to be carried, (b) the payment of all
premiums then due to the applicable insurer, (c) coverage which meets all of the
requirements set forth in this Agreement or other Loan Document, and (d) that
the required policies are in full force and effect.

5.10.6 REPLACEMENT OR RENEWAL POLICIES. Not less than 30 days prior to the
expiration, termination or cancellation of any insurance policy which any Loan
Party or any of its Subsidiaries is required to maintain hereunder, such Loan
Party shall obtain, or shall cause such Subsidiary to obtain, a replacement or
renewal policy or policies (or a binding commitment for such replacement or
renewal policy or policies), which shall be effective no later than the date of
the expiration, termination or cancellation of the previous policy, and shall
deliver to the Agent a valid binder in respect of such policy or policies in the
same form and containing the same information as the expiring policy or policies
required to be delivered by each Loan Party and its Subsidiaries pursuant to
this Section or a copy of the binding commitment for such policy complying with
all the requirements of this Section, followed by a certified true copy of the
policy or policies when issued.

5.10.7 MATERIAL CHANGE IN POLICY. Each Loan Party shall deliver, and shall
cause each of its Subsidiaries to deliver, to the Agent concurrently with each
material change in any insurance policy covering any part of the Mortgaged
Properties required to be maintained by each Loan Party and its Subsidiaries
hereunder, a valid binder or policy endorsement with respect to such changed
insurance policy certified by the insurance company issuing such policy, in the
same form and containing the same information as the original evidence of
insurance required to be delivered by each Loan Party and its Subsidiaries
pursuant to this Section.

5.10.8 SEPARATE INSURANCE. No Loan Party will take out, nor will it permit
any of its Subsidiaries to take out, separate insurance concurrent in form or
contributing in the event of loss with that required to be maintained pursuant
to this Section unless such insurance complies with all of the requirements of
this Section.

5.11 CASUALTY AND CONDEMNATION; RESTORATION.

5.11.1 NOTICE OF CASUALTY. Upon the occurrence of any damage to or loss or
destruction of all or any portion of any Mortgaged Property, whether or not
covered by insurance, which will cost (or may reasonably be expected to cost)
more than $1,000,000 to Restore, as reasonably determined by Borrower and so
certified in an Officers' Certificate delivered to the Agent, (i) Borrower shall
promptly deliver to the Agent written notice of the same which shall, among
other things, describe such casualty, and (ii) as soon as practicable but in any
event prior to the commencement of Restoration of such Mortgaged Property,
Borrower shall deliver to the Agent a notice of its intended course of action



with respect to such Restoration, in such detail as the Agent shall reasonably
require.
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5.11.2 INSURANCE PROCEEDS. All Insurance Proceeds in respect of a Mortgaged
Property and the right thereto are hereby irrevocably assigned and pledged by
each Loan Party to the Agent for the benefit of the Lenders, and the Agent is
authorized, at its option, to collect and receive all of the same and to give
proper receipts and acquittances therefor; provided, however, that if no Event
of Default shall have occurred and be continuing such Loan Party shall have the
right to direct the Agent to apply Insurance Proceeds in accordance with
Sections 5.11.6. If no Event of Default shall have occurred and be continuing,
to the extent not inconsistent with the requirements of Sections 5.11.5 and
5.11.6, such Loan Party shall have the right to direct the Agent (1) to pay to
such Loan Party all Insurance Proceeds with respect to such casualty affecting a
Mortgaged Property which will cost (or may reasonably be expected to cost) less
than $1,000,000 to Restore and (2) to pay to such Loan Party all proceeds of any
related business interruption insurance. Each Loan Party agrees to execute and
to cause each of its Subsidiaries to execute such further assignments and
pledges of any Insurance Proceeds in respect of the Mortgaged Properties as the
Agent may reasonably require and shall otherwise cooperate with the Agent in
obtaining for the Agent and the Lenders the benefit of any Insurance Proceeds
lawfully or equitably payable in respect of any such Mortgaged Property, subject
to the provisos above. If, prior to the receipt by the Agent of such Insurance
Proceeds, any Mortgaged Property shall have been transferred upon foreclosure of
the applicable Mortgage (or by deed in lieu thereof), the Agent shall have the
right to receive such Insurance Proceeds to the extent (x) such Insurance
Proceeds are attributable to a casualty occurring prior to foreclosure or
delivery of any deed in lieu thereof and (y) of any deficiency found to be due
upon such sale, with legal interest thereon, and reasonable counsel fees, costs
and disbursements incurred by the Agent in connection with the collection of
such Insurance Proceeds. The Agent may, but shall not be obligated to, make
proof of loss if not made promptly by the applicable Loan Party or Subsidiary
thereof. During the continuance of an Event of Default, the Agent is hereby
authorized and empowered by each of the Loan Parties to settle, adjust or
compromise any claims for damage, destruction or loss thereunder, with or
without the consent of any Loan Party or any of its Subsidiaries (and each of
the Loan Parties hereby irrevocably appoints and constitutes the Agent as such
Loan Party's lawful attorney-in-fact, coupled with an interest and with full
power of substitution, for such purpose). In no event shall any Loan Party or
any of its Subsidiaries settle, adjust or compromise any claim for Insurance
Proceeds in respect of any Mortgaged Property in excess of $1,000,000 without
the prior written consent of the Agent, which shall not be unreasonably
withheld, conditioned or delayed. If any Loan Party or any of its Subsidiaries
receives any Insurance Proceeds resulting from such casualty in respect of any
Mortgaged Property, such Loan Party or Subsidiary shall promptly endorse and
transfer, or cause such Subsidiary to endorse and transfer, such excess
Insurance Proceeds to the Agent and each Loan Party covenants that until so
paid over to the Agent, such Loan Party or such Subsidiary, as applicable, shall
hold such Insurance Proceeds in trust for the benefit of the Agent and shall not
commingle such Insurance Proceeds with any other funds or assets of such Loan
Party or Subsidiary or any other Person.

5.11.3 NOTICE OF CONDEMNATION; NEGOTIATION AND SETTLEMENT OF CLAIMS. The
Loan Parties shall, and shall cause their respective Subsidiaries to, promptly
deliver written notice to the Agent upon obtaining knowledge of the institution,
or the proposed institution, of any bonafide action or proceeding for the
Taking of all or any portion of any Mortgaged Property. The Agent shall have the
right to participate in any negotiation, action or proceeding relating to any
such action or proceeding affecting any Mortgaged Property, and no settlement or
compromise
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of any claim in connection with any such action or proceeding shall be made
without the consent of the Agent, which consent shall not be unreasonably
withheld, conditioned or delayed. Upon the occurrence of any Taking with respect
to a Mortgaged Property which will cost (or may reasonably be expected to cost)
more than $1,000,000 to Restore, as reasonably determined by Borrower and so
certified in an Officers' Certificate delivered to the Agent, as soon as
practicable thereafter but in any event not less than 20 days prior to the
commencement of any Restoration of such Mortgaged Property, Borrower shall
deliver to the Agent a notice of its intentions with respect to such renovation
in such detail as the Agent shall require.

5.11.4 CONDEMNATION PROCEEDS. All Condemnation Proceeds in respect of each
of the Mortgaged Properties and the right thereto are hereby irrevocably
assigned and pledged by each Loan Party to the Agent for the benefit of the
Lenders, and the Agent is authorized, at its option, to collect and receive all
such Condemnation Proceeds and to give proper receipts and acquittances
therefor; provided, however, (x) if no Event of Default shall have occurred and
be continuing, such Loan Party shall have the right to direct the Agent to apply



Condemnation Proceeds in accordance with Section 5.11.6 (without application of
the minimum amount requirements contained therein) and (z) if no Event of
Default shall have occurred and be continuing, such Loan Party shall have the
right to direct the Agent to pay such Loan Party all Condemnation Proceeds with
respect to a Taking affecting a Mortgaged Property which will cost (or may
reasonably be expected to cost) less than $1,000,000 to Restore. Each Loan Party
agrees to execute, and to cause each of its Subsidiaries to execute, such
further assignments of any Condemnation Proceeds in respect of any Mortgaged
Property as the Agent may reasonably require and shall otherwise cooperate with
the Agent in obtaining for the Agent and the Lenders the benefit of any
Condemnation Proceeds lawfully or equitably payable in respect of such Mortgaged
Property, subject to the provisos above. If, prior to the receipt by the Agent
of such Condemnation Proceeds, the portion of the Mortgaged Property, subject to
such action or proceeding shall have been sold on foreclosure of the applicable
Mortgage (or by deed in lieu thereof), the Agent shall have the right to receive
such Condemnation Proceeds to the extent (x) such Condemnation Proceeds are
attributable to a Taking occurring prior to foreclosure or delivery of any deed
in lieu thereof and (y) of any deficiency found to be due upon such sale, with
legal interest thereon, and reasonable counsel fees, costs and disbursements
incurred by the Agent in connection with the collection of such Condemnation
Proceeds. The Agent may, but shall not be obligated to, make proof of loss if
not made promptly by the applicable Loan Party or Subsidiary thereof. Upon the
occurrence and during the continuance of an Event of Default (but not
otherwise), the Agent is hereby authorized and empowered by each Loan Party to
settle, adjust or compromise any claims for Condemnation Proceeds with or
without the consent of such Loan Party or any of its Subsidiaries (and each of
the Loan Parties hereby irrevocably appoints and constitutes the Agent as its
lawful attorney-in-fact, coupled with an interest and with full power of
substitution, for such purpose). In no event shall any Loan Party or any of its
Subsidiaries settle, adjust or compromise any claim for Condemnation Proceeds in
respect of any Mortgaged Property without the prior written consent of the
Agent, which shall not be unreasonably withheld, conditioned or delayed. Each
condemnor concerned is hereby authorized and directed to make payment of all
Condemnation Proceeds in respect of each of the Mortgaged Properties payable by
it directly to the Agent. If any Loan Party or any of its Subsidiaries receives
any Condemnation Proceeds resulting from such condemnation in respect of any
Mortgaged Property, such Loan Party or such Subsidiary shall promptly endorse
and transfer such excess Condemnation Proceeds to the Agent and each Loan Party
covenants that until so
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paid over to the Agent, such Loan Party or Subsidiary, as the case may be, shall
hold such Condemnation Proceeds in trust for the benefit of the Agent and shall

not commingle such Condemnation Proceeds with any other funds or assets of such

Loan Party or Subsidiary or any other Person.

5.11.5 ELECTION TO RELEASE/RESTORE.

In the event of any casualty or Taking with respect to a Mortgaged
Property, which will cost (or may reasonably be expected to cost) more than
$1,000,000 to Restore, as determined by Borrower and so certified in an
Officer's Certificate delivered to the Agent, Borrower shall elect by written
notice delivered to the Agent as soon as practicable thereafter, but in any
event before the earlier of (i) twenty-one (21) days after the occurrence of
such casualty or Taking and (ii) the commencement of the Restoration of such
Mortgaged Property, either:

(a) to Release such Mortgaged Property pursuant to Section 2.14,
prepay the Loans to the extent required by Section 2.9.4 (and release to
Borrower any excess Net Insurance/Condemnation Proceeds held by the Agent
after such required prepayment) and recompute the Borrowing Base as
provided in Section 2.9.3, or

(b) if all the following conditions shall be satisfied, to Restore
such Mortgaged Property pursuant to Section 5.11.6:

(1) the Maturity Date shall then not have occurred;

(2) no Potential Event of Default or Event of Default shall have
occurred and be continuing;

(3) the Agent shall have determined that Borrower is in
compliance in all respects with the provisions of Section 5.11.6;

(4) the Agent shall have determined, in its reasonable discretion
and after considering written opinions of architects and engineers
and other information as Borrower shall timely deliver to the
Agent, that Restoration of such Mortgaged Property is, under the
circumstances then existing, physically and economically feasible
and can be completed in accordance with Section 5.11.6 on or
before a date not less than six months prior to the Maturity Date
(or such later date as is reasonably and mutually acceptable to
Borrower and Majority Lenders);



(5) Borrower or, if applicable, a Mortgaged Property Subsidiary
shall have business interruption insurance complying with Section
5.10 in an amount at least equal to the reduction in Property
Adjusted Net Income with respect to such Mortgaged Property, if
any, which Borrower reasonably expects to suffer during the period
of Restoration;
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(6) either (A) the Net Insurance/Condemnation Proceeds shall be
sufficient to complete the costs of such Restoration, as
determined by the Agent in its reasonable discretion, or (B)
Borrower shall have provided, at Borrower's option, a letter of
credit satisfactory to the Agent, in its reasonable discretion (or
other collateral reasonably satisfactory to the Agent), for the
amount of any shortfall in the amount of Net
Insurance/Condemnation Proceeds necessary to cover the costs to
complete such Restoration; and

(7) unless Agent agrees that no such Appraisal shall be required,
the Agent shall have received an Appraisal satisfactory to the
Agent demonstrating that the Appraised Value of such Mortgaged
Property following such Restoration shall not be less than the
most recent Appraised Value of such Mortgaged Property prior to
such casualty or Taking.

If the Loan Parties and their respective Subsidiaries shall fail to satisfy the
conditions set forth herein with respect to the related Mortgaged Property, or
shall fail to diligently and continuously prosecute the Work to completion
(other than as a result of Excusable Delay), as determined by the Agent, in its
reasonable discretion, then the Borrowing Base shall be recomputed as provided
in Section 2.9.3, Borrower shall prepay the Loans and the Agent shall apply any
or all remaining Net Insurance/Condemnation Proceeds towards such prepayment and
the Mortgaged Property shall be Released pursuant to Section 2.14. Provided that
no Event of Default or Potential Event of Default then exists, any excess Net
Insurance/Condemnation Proceeds remaining after such prepayment shall be
released by the Agent to Borrower.

5.11.6 RESTORATION WITH NET INSURANCE/CONDEMNATION PROCEEDS. In the event
of any casualty or Taking with respect to a Mortgaged Property, which will cost
(or may reasonably be expected to cost) more than $1,000,000 to Restore, as
reasonably determined by Borrower and so certified in an Officers' Certificate
delivered to the Agent, if Borrower elects to Restore a Mortgaged Property
pursuant to this Section 5.11.6 and the conditions set forth in Section 5.11.5
are satisfied, all Net Insurance/Condemnation Proceeds shall be held by the
Agent in an interest-bearing account at the Agent, with all interest to be held
therein until completion and final inspection of the Work, and shall be applied
by the Agent to the payment of the cost of Restoring such Mortgaged Property so
damaged or destroyed or of the portion or portions of such Mortgaged Property
not so Taken (the "WORK") and shall be paid out from time to time to Borrower as
the Work progresses, subject to retainage as reasonably determined by the Agent
in accordance with construction lending practices and otherwise in accordance
with any conditions reasonably imposed by the Agent but subject to each of the
following conditions:

5.11.6.1 Subject to Excusable Delays, Borrower shall promptly (and
in any event within 120 days after the applicable casualty or Taking (or such
other period as may be agreeable to the Agent and the Majority Lenders)
commence, or cause the commencement of, Restoration of such Mortgaged Property.
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5.11.6.2 If the Work is structural or if the cost of the Work, as
estimated by Borrower, shall exceed 15% of the Property Amount with respect to
such Mortgaged Property the Work shall be in the charge of an architect or
Engineer (who may be an employee or Affiliate of Borrower only if the cost of
the Work does not exceed such lesser amount), and before Borrower commences any
Work, other than temporary work to protect property or prevent interference with
business, the Agent shall have approved the plans and specifications and the
general contract for the Work to be submitted by Borrower, which approval shall
not be unreasonably withheld, conditioned or delayed. Such plans and
specifications shall provide for such Work that, upon completion thereof, the
Improvements shall (x) be in compliance in all material respects with all legal
requirements such that all representations or warranties of the Loan Parties
relating to the compliance of such Mortgaged Property with Applicable Laws in
this Agreement or any of the other Loan Documents would then be true and
correct, and (y) be at least equal in value and general utility to the
Improvements which were on such Mortgaged Property prior to the damage,
destruction or Taking. Such plans and specifications shall be accompanied by (1)
a signed estimate of Borrower, or, if an architect or Engineer is required to
supervise the Work, such architect or Engineer, stating the estimated cost of
completing the Work, which estimate shall bear the architect's or Engineer's



seal if not made by Borrower and (2) to the extent necessary at such stage of
the Work, certified copies of all Authorizations required in connection with the
commencement and performance of the Work.

5.11.6.3 Each request for payment shall be made on seven days'
prior notice to the Agent and shall be accompanied by paid invoices and by (a) a
certificate to be made by such architect or Engineer, if one be required under
Section 5.11.6.2 above, otherwise by an Officers' Certificate of Borrower,
stating that (1) all of the Work completed has been done in substantial
compliance with the approved plans and specifications, if any be required under
said Section 5.11.6.2 above, and (2) the sum requested is justly required to
reimburse Borrower for payments made by Borrower to, or is Jjustly due to, the
contractor, subcontractors, materialmen, laborers, engineers, architects or
other Persons rendering services or materials for the Work (giving a brief
description of such services and materials), and that when added to all sums
previously paid out by the Agent does not exceed the cost of the Work done to
the date of such certificate, and (b) an Officers' Certificate of Borrower
stating either that (x) the amount of such proceeds remaining in the hands of
the Agent, or (y) the amount of such funds, plus funds in the hands of the
applicable Loan Party or Subsidiary thereof from other sources irrevocably
committed to the completion of the Work in a manner reasonably satisfactory to
the Agent (including delivery of such funds to the Agent for application to pay
the costs of the Restoration), will be sufficient on completion of the Work to
pay for the same in full (giving in such reasonable detail as the Agent may
require an estimate of the cost of such completion). The Agent may require that
any such statements be independently verified by an inspector approved by the
Agent.

5.11.6.4 Each request shall be accompanied by waivers of lien
satisfactory to the Agent covering that part of the Work for which payment or
reimbursement has been made (or other evidence as shall be satisfactory to the
Agent in its sole discretion confirming that no rights of mechanics,
contractors, subcontractors, materialmen or suppliers are outstanding in respect
of such Work) and by a search prepared by the Title Company reasonably
satisfactory to the Agent establishing that there has not been filed with
respect to such Mortgaged Property any mechanics' or other lien or instrument
for the retention of title in respect of any part of the Work not discharged of
record or bonded to the reasonable satisfaction of Agent and evidencing the
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continued priority of the Mortgage and Assignment of Rents and Leases on such
Mortgaged Property.

5.11.6.5 The available Insurance Proceeds or Condemnation Proceeds
which are paid or will be payable by the insurance company (together with any
cash, irrevocable letter of credit, payment or performance bond or United States
government obligation assigned to the Agent as collateral, in each case
reasonably acceptable to the Agent as to amount, obligor and maturity) are, in
the reasonable judgment of the Agent, sufficient to pay in full the costs of the
Restoration.

5.11.6.6 There shall be no Event of Default or Potential Event of
Default.

5.11.6.7 The request for any payment after the Work has been
completed shall be accompanied by (a) a copy of any certificate or certificates
required by law to render occupancy of the improvements being rebuilt, repaired
or restored legal; and (b) final lien waivers for all labor, materials and
supplies from all contractors, subcontractors and materialmen, except with
respect to claims or rights being contested or bonded in accordance with the
provisions hereof.

5.11.6.8 After commencing the Work, Borrower shall, subject to
Excusable Delays, perform the Work diligently and in good faith in a good and
workmanlike manner to completion in accordance with the approved plans and
specifications, if any.

5.11.6.9 The Agent shall have received "agreements to complete" of
the general contractor and any independent architects or Engineers, which
agreements to complete shall be in form and substance reasonably satisfactory to
the Agent.

5.11.6.10 Borrower shall have obtained and maintained completed
value builders' risk (all risk) insurance in accordance with this Agreement.

All costs and expenses of any Restoration, including, without limitation,
any Work, Engineer's fees, architect's fees or contractors fees and the cost and
expenses of complying with this Section, shall be for the account of Borrower.
Upon completion of the Work and payment in full therefor, Borrower shall
promptly deliver to the Agent a Completion Certificate with respect thereto,
together with all final lien waivers in form and substance reasonably
satisfactory to the Agent, and the Agent shall return to Borrower the amount of
any unspent Insurance Proceeds or Condemnation Proceeds then or thereafter in



the hands of the Agent on account of the casualty or Taking that necessitated
such Work, together with all undisbursed accrued interest thereon. Nothing in
this Section shall prevent the Agent from applying at any time all or any part
of the Insurance Proceeds or Condemnation Proceeds to the curing of any Event of
Default under this Agreement or any other Loan Document.

5.11.7 ENGINEER'S INSPECTION. At any time after Lender becomes aware of a
casualty or Taking involving an aggregate amount in excess of $1,000,000 (as
reasonably determined by Borrower and so certified in an Officers' Certificate
delivered to the Agent) the Agent may hire an independent engineer to inspect
the applicable Mortgaged Property and the Agent may deem any related Restoration
not complete unless the engineer reasonably determines that the Restoration was
completed in accordance with this Agreement. The cost of such inspection shall
be for the account of Borrower.
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5.12 RENOVATIONS.

5.12.1 NOTICE OF RENOVATION; RENOVATION PLANS. If any Loan Party intends
to Renovate any Mortgaged Property and such Renovation is estimated to cost in
excess of $1,000,000 (as reasonably determined by Borrower and so certified in
an Officers' Certificate delivered to the Agent), Borrower shall, prior to the
commencement of any such Renovation, deliver to the Agent the following: (i) a
written notice of renovation or restoration with respect thereto, which shall,
among other things, describe such Loan Party's plans with respect to such
Renovation and the nature and extent of any interruption in leasing, use and
other operations caused by the Renovation; (ii) a project budget (as revised and
supplemented from time to time in accordance with this Section 5.12.1 (the
"RENOVATION BUDGET") satisfactory in form to the Agent and setting forth, among
other things, the aggregate costs for such Renovation, and the aggregate cost
for each line item in such budget; (iii) an estimated time schedule for such
Renovation, satisfactory in form to the Agent and setting forth, among other
things, the projected completion date, the square footage of the Mortgaged
Property that will be unavailable for leasing as a result of such Renovation and
the duration of such unavailability; (iv) a description of such Renovation in
reasonable detail as may be requested by the Agent (as revised and supplemented
from time to time in accordance with this Section 5.12.1 (the "RENOVATION
PLANS"), which shall be reasonably satisfactory in form and substance to the
Agent; and (v) all such other information or materials with respect to the
Renovation that the Agent may reasonably request. In the event such changes the
scope of the intended Renovation, revises the Renovation Budget (including the
estimated amounts contained therein), or revises or modifies the Renovation
Plans, Borrower shall promptly deliver to the Agent a supplement to the
Renovation Budget or Renovation Plans or a revised Renovation Budget or revised
Renovation Plans, as applicable, which shall be satisfactory in form and
substance to the Agent.

5.12.2 CONDUCT OF RENOVATION; COSTS. The applicable Loan Party shall
complete the Renovation promptly, in a good and workmanlike manner and in
accordance with the Renovation Plans. All costs and expenses of any Renovation,
including, without limitation, the cost and expenses of complying with this
Section 5.12, shall be for the account of Borrower.

5.12.3 COMPLETION CERTIFICATE. Upon completion of the Renovation, Borrower
shall promptly deliver to the Agent a written notice of completion with respect
thereto.

5.12.4 ENGINEER'S INSPECTION. At any time after the Agent becomes aware of
a Renovation involving an aggregate amount in excess of $1,000,000 (as
reasonably determined by Borrower and so certified in an Officer's Certificate
delivered to the Agent), the Agent may, hire an independent engineer to inspect
the applicable Mortgaged Property and the related Renovation and Lender may deem
such Renovation not complete unless the engineer approves such Renovation. The
cost of such inspection shall be for the account of Borrower.

5.13 INTENTIONALLY OMITTED.
5.14 BRUNDAGE CLAUSE.

In the event of the enactment of or change in (including a change in
interpretation of) any Applicable Law (i) deducting or allowing any Loan Party
or any of its Subsidiaries to deduct
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from the value of any Mortgaged Property for the purpose of taxation any Lien
thereon, (ii) subjecting any Lender to any tax in respect of, or changing the
basis of taxation in respect of, the Mortgages, or the manner of collection of
such taxes (other than Taxes on net income, franchise taxes and doing business
taxes), or (iii) for the taxation of mortgages or debts secured by mortgages or
in the means of collection of any such tax, in each such case, so as to affect
any Lender or the Notes or the Mortgages or any other Loan Document, and the



result is to increase the taxes imposed upon or the cost to any Lender of
maintaining the Loans, or to reduce the amount of any payments receivable under
the Notes, the Mortgages or any other Loan Document, or to invalidate the Lien
created by any Security Document, then, in any such event, Borrower shall,
within twenty Business Days of receipt of a request therefor, accompanied by
documentation verifying the nature, amount and due date, pay to such Lender
additional amounts to compensate for such increased costs or reduced amounts;
provided, however, that if any Lender makes such a request, or if the Lien
created by any Security Document may be invalidated, then Borrower shall have
the right, and, in the case of such invalidation, shall have the obligation, to
prepay the Loans in accordance with the provisions of this Agreement and the
Notes; provided further, however, that if any such payment or reimbursement
shall be unlawful or would constitute usury or render the Loans wholly or
partially usurious under Applicable Law, then the Agent may, in its sole
discretion, declare the Loans so affected immediately due and payable (without
premium or penalty) and/or require Borrower to pay or reimburse the Lenders for
payment of the lawful and non-usurious portion thereof not less than 180 days
after notice of such declaration.

5.15 FURTHER ASSURANCES.

5.15.1 ASSURANCES. Without expense or cost to the Agent or the Lenders,
each Loan Party shall, and shall cause each of its Subsidiaries to, from time to
time hereafter execute, acknowledge, file, record, do and deliver all and any
further acts, deeds, conveyances, mortgages, deeds of trust, deeds to secure
debt, security agreements, hypothecations, pledges, charges, assignments,
financing statements and continuations thereof, notices of assignment,
transfers, certificates, assurances and other instruments as the Agent may from
time to time reasonably require in order to carry out more effectively the
purposes of this Agreement or the other Loan Documents, including to subject any
Mortgaged Property or other items of Collateral, intended to now or hereafter be
covered, to the Liens created by the Security Documents, to perfect and maintain
such Liens, and to assure, convey, assign, transfer and confirm unto Lender the
property and rights hereby conveyed and assigned or intended to now or hereafter
be conveyed or assigned or which any Loan Party or any such Subsidiary may be or
may hereafter become bound to convey or to assign to the Agent or for carrying
out the intention of or facilitating the performance of the terms of this
Agreement, or any other Loan Documents or for filing, registering or recording
this Agreement or any other Loan Documents. Without limiting the foregoing,
Borrower shall deliver, or cause to be delivered, to the Agent, promptly upon
receipt thereof, all instruments received by Borrower or, as applicable, any
Mortgaged Property Subsidiary after the Closing Date and take all actions and
execute all documents necessary or reasonably requested by the Agent to perfect
the Agent's security interest in any such instrument or any other Investment
acquired by Borrower or, as applicable, any Mortgaged Property Subsidiary.
Promptly upon request or, in an emergency, upon demand, each Loan Party shall
execute and deliver, and hereby authorizes the Agent to execute and file in the
name of such Loan Party, to the extent the Agent may lawfully do so, one or more
financing statements, chattel
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mortgages or comparable security instruments to evidence more effectively the
Lien hereof upon the Collateral.

5.15.2 FILING AND RECORDING OBLIGATIONS. Each Loan Party shall pay all
filing, registration and recording fees and all expenses incident to the
execution and acknowledgement of any Mortgage or other Loan Document, including
any instrument of further assurance described in Section 5.15.1 and shall pay
all mortgage recording taxes, transfer taxes, general intangibles taxes and
governmental stamp and other taxes, duties, imposts, assessments and charges
arising out of or in connection with the execution, delivery, filing, recording
or registration of any Mortgage or other Loan Document, including any instrument
of further assurance described in Section 5.15.1 or by reason of its interest
in, or measured by amounts payable under, the Notes, the Mortgages or any other
Loan Document, including any instrument of further assurance described in
Section 5.15.1, and shall pay all stamp taxes and other taxes required to be
paid on the Notes or any other Loan Document, but excluding in the case of any
Lender, Taxes imposed on its income by a jurisdiction under the laws of which it
is organized or in which its principal executive office is located or in which
its applicable lender office for funding or booking its Loan hereunder is
located. If any Loan Party fails to make any of the payments described in the
preceding sentence within 10 days after notice thereof from the Agent (or such
shorter period as is necessary to protect the loss of or diminution in value of
any Collateral by reason of tax foreclosure or otherwise, as determined by
Lender, in its sole discretion) accompanied by documentation verifying the
nature and amount of such payments, the Agent may (but shall not be obligated
to) pay the amount due and the Loan Parties shall reimburse all amounts in
accordance with the terms hereof upon demand. If Applicable Law prohibits any
Loan Party from paying such taxes, charges, filing, registration and recording
fees, excises, levies, stamp taxes or other taxes, then the Agent may declare
the Loans immediately due and payable in accordance with the terms of this
Agreement, without premium or penalty not less than 30 days after such
declaration in a principal amount equal to the Property Amount with respect to



the applicable Mortgaged Property, and such Mortgaged Property shall thereafter
be excluded from the calculation of the Borrowing Base until all such payments
have been made.

5.15.3 COSTS OF DEFENDING AND UPHOLDING THE LIEN. The Agent may, upon at
least five days' prior notice to Borrower, (i) appear in and defend any action
or proceeding, in the name and on behalf of the Agent, the Lenders or any Loan
Party in which the Agent or any Lender is named or which the Agent in its sole
discretion determines is reasonably likely to materially adversely affect any
Mortgaged Property, any other material Collateral, any Mortgage, the Lien
thereof or any other Loan Document and (ii) institute any action or proceeding
which the Agent reasonably determines should be instituted to protect the
interest or rights of the Agent in any Mortgaged Property or other Collateral or
under this Agreement or any other Loan Document. Borrower agrees that all
reasonable costs and expenses expended or otherwise incurred pursuant to this
Section (including reasonable attorneys' fees and disbursements) by the Agent
shall be paid by Borrower or reimbursed to the Agent, as the case may be,
promptly after demand.

5.15.4 COSTS OF ENFORCEMENT. Borrower agrees to bear and shall pay or
reimburse the Agent and the Lenders in accordance with the terms of this
Agreement for all reasonable sums, costs and expenses incurred by Lender
(including reasonable attorneys' fees and the expenses and fees of any receiver
or similar official) of or incidental to the collection of any of the
Obligations, any foreclosure (or Transfer in lieu of foreclosure) of any
Mortgage or any other
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Loan Document or any sale of all or any portion of any Mortgaged Property or all
or any portion of the other Collateral.

5.16 MINIMUM OCCUPANCY OF MORTGAGED PROPERTIES.

5.16.1 As of the last day of any calendar quarter, the Borrower shall, for
all Mortgaged Properties, maintain a minimum aggregated Occupancy Rate of
eighty-five percent (85%).

5.16.2 As of the last day of any calendar quarter, the Borrower shall, for
each Mortgaged Property, maintain a minimum Occupancy Rate of seventy percent
(70%), subject to the following provisions:

(i) Provided that the overall Occupancy Rate for all Mortgaged
Properties does not fall below eighty-five percent (85%) as required
by Section 5.16.1, and provided that the following conditions are
met, the minimum Occupancy Rate of one Mortgaged Property, but not
more than one Mortgaged Property, may be less than seventy percent
(70%) for up to three (3) consecutive calendar quarters if:

(a) the failure to maintain a seventy percent (70%) minimum
Occupancy Rate for such Mortgaged Property resulted from the
termination or expiration of one or more Leases of such Mortgaged
Property;

(b) during the period following such failure to maintain the
seventy percent (70%) minimum Occupancy Rate, the applicable Loan
Party is making a diligent good faith effort to reestablish the
minimum Occupancy Rate of seventy percent (70%); and

(c) such Mortgaged Property comprises no more than fifteen
percent (15%) of the total rentable area of all Mortgaged Properties
(on a square footage basis) .

(d) If, as of the last day of any calendar quarter, a Mortgaged
Property either (a) fails to achieve a seventy percent (70%)
Occupancy Rate and does not meet all of the conditions set forth in
Sections 15.16.2(1i) (a)-(c) or (b) fails to reestablish a seventy
percent (70%) Occupancy Rate within three (3) consecutive calendar
quarters as required by such Sections, then such Mortgaged Property
shall be deemed removed from the Borrowing Base, the Borrowing Base
shall be recomputed by giving effect to such removal, and Borrower
shall prepay the Loans in the amount required by Section 2.9.1.4.

ARTICLE 6
NEGATIVE COVENANTS

Each Loan Party covenants and agrees that, so long as the Commitments
hereunder shall remain in effect and until payment in full of the Loans and the
other Obligations (other than indemnification obligations with respect to claims
that have not been asserted at the time that the Loans and all other Obligations
have been paid in full) and the cancellation or expiration of all
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Letters of Credit, the Loan Parties shall perform and shall cause each of their
respective Subsidiaries to perform all of their covenants in this Article 6.

6.1 INDEBTEDNESS OF LOAN PARTIES.

Any Loan Party shall not, directly or indirectly, create, incur, assume,
Guarantee, refinance, exchange, refund or otherwise become or remain directly or
indirectly liable with respect to, any Indebtedness, except:

6.1.1 the Obligations;
6.1.2 Intentionally Omitted;

6.1.3 (i) recourse Indebtedness and Guaranties of recourse Indebtedness
that, in the aggregate (excluding the Indebtedness permitted by Section 6.1.1
and Section 6.1.2 hereof), do not exceed fifteen percent (15%) of Consolidated
Total Assets; and (ii) such other recourse Indebtedness and Guaranties of
recourse Indebtedness to which the Majority Lenders (including the Agent) have
given their prior written consent, which they may give or withhold in their sole
discretion;

6.1.4 non-recourse Indebtedness (with ordinary and customary carve-outs to
such non-recourse liability) secured by property other than the Collateral with
respect to which Borrower has delivered to Agent (at least 5 Business Days prior
to such Loan Party becoming obligated for such Indebtedness) a Compliance
Certificate demonstrating compliance, on a pro forma basis taking into account
the applicable Indebtedness, with the covenants set forth in Section 6.6;

6.1.5 non-recourse Guarantees of the Indebtedness of Subsidiaries of the
Loan Parties (other than any Mortgaged Property Subsidiary) secured by pledges
of any Loan Party's interest in such Subsidiaries;

6.1.6 Interest Rate Agreements otherwise required or permitted under this
Agreement;

6.1.7 unsecured intercompany Indebtedness owed to any of such Loan Party's
Subsidiaries (other than to another Loan Party), provided that such Indebtedness
shall be subordinated in right of payment to the payment in full of the
Obligations pursuant to an intercompany subordination agreement and shall be
incurred in the ordinary course of business with respect to the cash management
of COPT and its Subsidiaries for the purpose of paying operating expenses and
Capital Expenditures in connection with the ownership, management, operation,
cleaning, maintenance, repair, restoration or leasing of any Property, and
provided, further, that no such Indebtedness shall be incurred by any Loan Party
during the existence of an Event of Default or Potential Event of Default;

6.1.8 Indebtedness set forth on Schedule 6.1.8.
6.2 LIENS AND RELATED MATTERS.

6.2.1 PROHIBITION ON LIENS. Any Loan Party shall not, directly or
indirectly, create, incur, assume or permit to exist any Lien on or with respect
to any property or asset of any kind
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(including any document or instrument in respect of goods, furniture, fixtures,
equipment or accounts receivable) of such Loan Party, whether now owned or
hereafter acquired, or any income or profits therefrom, or file or permit the
filing of, or permit to remain in effect, any financing statement or other
similar notice of any Lien with respect to any such property, asset, income or
profits under the Uniform Commercial Code of any State or under any similar
recording or notice statute, except (i) in connection with any Indebtedness
permitted under Section 6.1 hereof, (ii) pursuant to the Security Documents and
(11i1) Permitted Encumbrances.

6.2.2 NO FURTHER NEGATIVE PLEDGES. Except with respect to agreements
entered into in the ordinary course of business which by their terms restrict
the assignment of rights thereunder (but not any other rights or interests and
otherwise consistent with industry practices), any Loan Party shall not,
directly or indirectly, enter into any agreement prohibiting the creation or
assumption of any Lien upon any of its properties or assets, whether now owned
or hereafter acquired, except to the extent that Liens to secure the Obligations
are excluded therefrom.

6.3 INVESTMENTS.
Any Loan Party shall not, directly or indirectly, make any Investment in
any Person, including any Affiliate or Joint Venture, except, in each case

without in any way limiting the effect of Section 6.13.1.1 or Section 6.14.2:

(1) any transaction permitted under Sections 6.1 or 6.7;



(ii) any Renovations, Restorations or improvements permitted
under Section 5.5, 5.11, 5.12 or elsewhere in this Agreement;

(iii) Investments in Subsidiaries of such Loan Party;
(iv) Investments in Cash or Cash Equivalents;

(v) Investments in Undeveloped Land, provided that all such
Investments shall not at any time constitute more than five percent
(5%) of Consolidated Total Assets;

(vi) Investments in Construction in Progress, provided that all
such Investments shall not at any time constitute more than ten
percent (10%) of Consolidated Total Assets, and further provided
that all such Investments that constitute Speculative Construction
in Progress shall not at any time constitute more than five percent
(5%) of Consolidated Total Assets;

(vii) Investments in Joint Ventures provided that all such
Investments shall not at any time constitute more than ten percent
(10%) of Consolidated Total Assets;

(viii) Investments in real property and Improvements that do not
constitute suburban office buildings located within the United
States, provided that all such Investments shall not at any time
constitute more than ten percent (10%) of Consolidated Total Assets;
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(ix) Investments in mortgage loan assets, provided that all such
Investments shall not at any time constitute more then ten percent
(10%) of Consolidated Total Assets; and

(x) Investments set forth on Schedule 6.3;

further provided, however, that all such Investments in those matters
described in the foregoing clauses (v), (vi), (vii), (viii) and (ix) shall
not, in the aggregate, at any time constitute more than twenty-five percent
(25%) of Consolidated Total Assets. For the purpose of this Section 6.3 and
without limiting any other method of making an Investment, a Loan Party and
its Subsidiaries shall be deemed to make an Investment in each Investment
owned by a Person at the time such Person becomes a Subsidiary of such Loan
Party or any of its Subsidiaries.

6.4 CONTINGENT OBLIGATIONS.

Any Loan Party shall not, directly or indirectly, create or become liable
with respect to any Contingent Obligation, except that:

6.4.1 Such Loan Party may become liable with respect to Contingent
Obligations in respect of the Obligations;

6.4.2 Intentionally Omitted;

6.4.3 Such Loan Party may as required hereunder or in the ordinary course
of such Loan Party's business enter into interest rate hedging agreements with
respect to Indebtedness otherwise permitted under this Agreement;

6.4.4 Such Loan Party may become liable with respect to indemnification
agreements and Guaranties (whether now or existing or hereafter entered into)
with respect to performance, surety and similar bonds or guaranties of
completion provided in the ordinary course of business consistent with past
practices, in an aggregate maximum amount, when combined with all such Loan
Parties, not to exceed $3,000,000 (for purposes of determining the amount of any
such guaranty of completion with respect to this Section 6.4.4, (i) in the event
such completion guaranty guarantees construction obligations that are the
subject of a guaranteed maximum general contract and for which the general
contractor thereunder has posted a valid performance bond, the amount of such
guaranty of completion shall be deemed to be ten percent (10%) of the sum of:
(a) the total construction budget for the then remaining construction
obligations guaranteed by the guaranty of completion, minus (b) any remaining
unallocated contingency included in such construction budget, all as reasonably
determined by such Loan Party and accepted by the Agent, and (ii) in all other
events, the amount of such guaranty of completion shall be deemed to be the
lesser of: (a) the sum of: (i) one hundred percent (100%) of the construction
budget for the then remaining construction obligations guaranteed by such
guaranty of completion, minus (ii) any remaining unallocated contingency
included in such construction budget, all as reasonably determined by such Loan
Party and accepted by the Agent; or (b) the outstanding principal and interest
balance of the Indebtedness to which such guaranty of completion relates);
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6.4.5 Such Loan Party may become liable to make Investments permitted by,
and in accordance with the terms of, this Article 6; and

6.4.6 Such Loan Party may become liable with respect to Contingent
Obligations permitted under Section 6.1.

6.5 DISTRIBUTIONS.

Notwithstanding the terms of any agreement, articles or bylaws to the
contrary, Borrower shall not, directly or indirectly, declare, order, pay, make,
give or publish notice or fix a date in respect of or set apart any sum for any
Distribution, except, if no Event of Default has occurred and is then
continuing, (i) to the extent the aggregate amount of such Distributions over
the preceding twelve months is less than 90% of Funds From Operations, or (ii)
as may otherwise be required in order to comply with Section 5.3.1.

6.6 FINANCIAL COVENANTS.

6.6.1 CONSOLIDATED TANGIBLE NET WORTH. The Loan Parties shall not permit
at any time the Consolidated Tangible Net Worth of COPT and its Subsidiaries to
be less than (i) Three Hundred Twenty-Five Million Dollars ($325,000,000), plus
(ii) 80% of any Equity Proceeds received by COPT and its Subsidiaries (other
than from COPT and its Subsidiaries) after the Closing Date.

6.6.2 MINIMUM MORTGAGED PROPERTY INTEREST COVERAGE. As of the last day of
any calendar quarter, the Loan Parties shall not permit the ratio of Total
Mortgaged Property Adjusted Net Income to Total Mortgaged Property Interest
Expense to be less than 1.6:1.0 (such amounts to be determined with reference to
the preceding 12-month period ending on such last day) .

6.6.3 MINIMUM CONSOLIDATED INTEREST COVERAGE. As of the last day of any
calendar quarter, the Loan Parties shall not permit the ratio of Consolidated
Adjusted Net Income to Consolidated Interest Expense to be less than 1.75:1.0
(such amounts to be determined with reference to the preceding 12-month period
ending on such last day).

6.6.4 MAXIMUM CONSOLIDATED UNHEDGED FLOATING RATE DEBT. The Loan Parties
shall not at any time permit Consolidated Total Indebtedness subject to a
variable interest rate that is not subject to Interest Rate Agreements to exceed
20% of Consolidated Total Assets. Borrower shall submit evidence of compliance
with the requirements governing Interest Rate Agreements with the Compliance
Certificates delivered to Agent pursuant to Section 5.1.8.

6.6.5 MAXIMUM CONSOLIDATED TOTAL INDEBTEDNESS. The Loan Parties shall not
at any time permit Consolidated Total Indebtedness to exceed 65% of Consolidated
Total Assets.

6.6.6 MINIMUM FIXED CHARGE COVERAGE. As of the last day of any calendar
quarter, the Loan Parties shall not permit the ratio of Consolidated Adjusted
Net Income to Consolidated Fixed Charges to be less than 1.5:1.0 (such amounts
to be determined with reference to the preceding 12-month period ending on such
last day) .
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6.7 FUNDAMENTAL CHANGES.

Without the prior written approval of the Majority Lenders (including the
Agent), which approval may be granted, withheld, conditioned or delayed in its
sole discretion, the Loan Parties shall not alter the legal structure of any
Loan Party, or enter into any transaction of merger or consolidation, or
liqguidate, wind-up or dissolve itself (or suffer any liquidation or
dissolution), or make or permit any Transfer, or acquire by purchase or
otherwise, directly or indirectly, all or substantially all of the business,
property or fixed assets of, or stock or other evidence of beneficial ownership
of, any Person, or Transfer any Mortgaged Property, except that, from time to
time after the Closing Date:

6.7.1 the Loan Parties may lease space in Improvements and remove, sell
or otherwise dispose of items of Collateral and other property as expressly
permitted under the Loan Documents;

6.7.2 the Loan Parties may incorporate or otherwise organize, and,
subject to Section 6.3, capitalize, one or more Subsidiaries, provided that
Borrower shall within thirty days after such organization deliver to the Agent a
notice informing the Agent of such organization, the name and state of
organization of such Subsidiary, and such other information as the Agent shall
reasonably require;

6.7.3 the Loan Parties may Transfer Mortgaged Properties to the extent
expressly permitted in this Agreement;

6.7.4 the Loan Parties may Transfer any Property or any other assets of
any Loan Party so long as after giving effect to such Transfer the Loan Parties



are in compliance with all of the covenants in this Agreement;

6.7.5 the Loan Parties may acquire by purchase or otherwise (excluding
any transaction covered by Section 6.7.6 or 6.7.7 below), directly or
indirectly, all or a portion of the business, property or fixed assets of any
Person so long as after giving effect to such acquisition the Loan Parties are
in compliance with the covenants of this Agreement;

6.7.6 the Loan Parties may enter into a transaction of merger or
consolidation with another Entity provided that: (i) COPT or such Subsidiary is
the surviving Entity; (ii) the Entity that is merged into COPT or such
Subsidiary is predominantly in the commercial real estate business; (iii) in the
case of any such transaction in which the then fair market value of the assets
of the Entity that is combined with COPT or its Subsidiary is (A) ten percent
(10%) or more of COPT's and its Subsidiaries' Consolidated Total Assets, the
Agent consents thereto in writing or (B) thirty-five percent (35%) or more of
COPT's and its Subsidiaries Consolidated Total Assets, the Majority Lenders and
the Agent consent thereto in writing; and (iv) after giving effect to such
transaction, the Loan Parties shall, on a pro forma basis, be in compliance with
all of the covenants in this Agreement, including Sections 6.1 and 6.6. Borrower
shall deliver to the Agent, at least fifteen Business Days prior to the closing
of any transaction described in this Section 6.7.4, a Compliance Certificate
prepared on a pro forma basis after giving effect to such transaction;
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6.7.7 the Loan Parties may acquire by purchase or otherwise, directly or
indirectly, all or substantially all of the stock or other evidence of
beneficial ownership of any Person provided that (i) in the case of any such
transaction in which the then fair market value of the assets in question is (A)
ten percent (10%) or more of COPT's and its Subsidiaries' Consolidated Total
Assets, the Agent consents thereto in writing or (B) thirty-five percent (35%)
or more of COPT's and its Subsidiaries' Consolidated Total Assets, the Majority
Lenders and the Agent consent thereto in writing; and (ii) after giving effect
to such transaction, the Loan Parties shall, on a pro forma basis, be in
compliance with all of the covenants in this Agreement, including Sections 6.1
and 6.6. Borrower shall deliver to the Agent, at least fifteen Business Days (or
such shorter time period as reasonably acceptable to the Agent) prior to the
closing of any such transaction described in this Section 6.7.5, a Compliance
Certificate prepared on a pro forma basis after giving effect to such
transaction; and

6.7.8 the Loan Parties may dispose of obsolete, worn out or surplus
property in the ordinary course of business.

6.8 ZONING AND CONTRACT CHANGES AND COMPLIANCE.

Without the prior written approval of the Agent, which approval shall not
be unreasonably withheld, conditioned or delayed, no Loan Party shall initiate
or consent to any zoning reclassification of any Mortgaged Property or seek any
material variance under any existing zoning ordinance or use or permit the use
of any Mortgaged Property in any manner that could result in such use becoming a
non-conforming use under any zoning ordinance or any other applicable land use
law, rule or regulation. No Loan Party shall initiate or consent to any change
in any laws, requirements of Governmental Authorities or obligations created by
private contracts and Material Leases which now or hereafter could reasonably be
likely to materially and adversely affect the ownership, occupancy, use or
operation of any Mortgaged Property without the prior written consent of the
Agent.

6.9 NO JOINT ASSESSMENT; SEPARATE LOTS.

Without the prior written approval of the Agent, which approval may be
granted, withheld, conditioned or delayed in its sole discretion, no Loan Party
shall suffer, permit or initiate the joint assessment of any Mortgaged Property
(i) with any other real property constituting a separate tax lot (other than
another Mortgaged Property) and (ii) with any portion of any Mortgaged Property
which may be deemed to constitute personal property, or any other procedure
whereby the lien of any Taxes which may be levied against any such personal
property shall be assessed or levied or charged to any Mortgaged Property as a
single lien. The Loan Parties represent and warrant that each Mortgaged Property
is comprised of one or more parcels, each of which, to the knowledge of the Loan
Parties, constitutes a separate tax lot (except with respect to any lot
constituting another Mortgaged Property) and none of which constitutes a portion
of any other tax lot.

6.10 TRANSACTIONS WITH AFFILIATED PERSONS.
Without the prior written approval of the Majority Lenders (including the
Agent), which approval may be granted, withheld, conditioned or delayed in its

sole discretion, the Loan Parties
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shall not, and shall not permit any of their respective Subsidiaries to,
directly or indirectly, enter into or permit to exist any transaction
(including, without limitation, the purchase, sale, lease or exchange of any
property, the rendering of any service or the making of any Investment or
Guaranty, or the amendment, restatement, supplement or other change of, or
waiver or failure to enforce any obligations under, any agreement) with any
holder of 5% or more of any class of equity Securities of Borrower or COPT or
any Affiliate or Subsidiary of COPT unless the terms thereof are not less
favorable to such Loan Party or Subsidiary, as the case may be, than those that
might be obtained in a comparable transaction at the time on an arms-length
basis from Persons who are not such a holder or Affiliate.

6.11 SALE OR DISCOUNT OF RECEIVABLES.

The Loan Parties shall not, and shall not permit any of their respective
Subsidiaries to, directly or indirectly, sell with recourse or, except in the
ordinary course of business and consistent with past practices, discount or
otherwise sell for less than the face value thereof, any of its notes or
accounts receivable.

6.12 OWNERSHIP OF MORTGAGED PROPERTY SUBSIDIARIES.

The Loan Parties shall not permit any of the Mortgaged Property
Subsidiaries to cease to be a Wholly Owned Subsidiary of COPT. Borrower shall
not cease to be a Subsidiary of COPT and the financial statements of Borrower
shall not cease to be consolidated with the financial statements of COPT in
accordance with GAAP.

6.13 CONDUCT OF BUSINESS.

6.13.1 CONDUCT OF BUSINESS. The Loan Parties shall not, and shall not
permit any of their respective Subsidiaries to, directly or indirectly, do the
following:

6.13.1.1 engage in any business other than (a) the acquisition,
development, construction, ownership, renovation, Restoration, management,
operation and disposition of real properties and related assets that are office,
industrial, "flex" and retail properties located in the United States of
America, (b) the acquisition, ownership, servicing and disposition of loans
secured by real property, and (c) any business that is ancillary, in purpose and
extent, to any business referred to in the preceding clauses; provided that,
notwithstanding the foregoing, the primary focus of the business of the Loan
Parties and their respective Subsidiaries, taken as a whole, shall at all times
be to conduct the activities described in the foregoing clause (a) with respect
to suburban office properties; or

6.13.1.2 terminate, modify, amend, waive any material provision of,
or enter into any Material Lease without Agent's prior written consent, which
shall not be unreasonably withheld, conditioned or delayed, or enter into any
other agreement, or take any other action, if such other agreement or action
would materially change the business conducted at any Mortgaged Property,
including any such Material Lease, agreement or other action, that would convert
or reposition any Mortgaged Property into any office building of a quality less
than as of the Closing Date or the applicable Addition Date, as the case may be.
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6.14 PROPERTIES.

6.14.1 TRANSFER OF MORTGAGED PROPERTIES. The Loan Parties shall not
Transfer any Mortgaged Property, except to the extent expressly permitted under
the Loan Documents, and Borrower complies with the provisions set forth in
Section 2.14 with respect to such Mortgaged Property.

6.14.2 SUBURBAN OFFICE PROPERTIES. The Loan Parties shall not, and shall
not permit any of their respective Subsidiaries to, hold, on a consolidated
basis, at any time less than ninety percent (90%) of the total of Consolidated
Total Assets in suburban office buildings located in the United States,
excluding for purposes of such calculation the real property assets set forth on
Schedule 6.14.2.

6.15 MANAGEMENT AGREEMENTS; MATERIAL LEASES.

No Loan Party shall enter into, or otherwise be or become obligated with
respect to, any Management Agreement with respect to any Mortgaged Property
after the Closing Date, except (i) Management Agreements that Agent has approved
in writing, and (ii) that may be terminated by Agent without compensation upon
thirty days' notice. No Loan Party shall enter into, or otherwise be or become
obligated with respect to, or terminate, or amend or modify in any material
respect, any Material Lease without the prior written approval of the Agent,
which approval shall not be unreasonably withheld, conditioned or delayed. In
connection with any such approval, if the Agent does not respond within five (5)
Business Days after receipt of such Material Lease, or such amendment,



modification or termination agreement relating to a Material Lease, then the
Agent shall be deemed to have approved such item. In lieu of delivering the
actual Material Lease, or the actual amendment, modification or termination
agreement relating to a Material Lease, such Loan Party may deliver to the Agent
a term sheet setting forth the material terms of such transaction for approval
and any such approval or deemed approval by the Agent of such term sheet shall
be effective so long as the actual Material Lease, or such amendment,
modification or termination agreement relating to a Material Lease, does not
deviate in any material respect from the terms set forth in such term sheet.

6.16 CHANGES IN CERTAIN OBLIGATIONS AND DOCUMENTS; ISSUANCE OF EQUITY
SECURITIES.

6.16.1 CREDIT AGREEMENT. Without the prior written approval of the
Majority Lenders (including the Agent), which approval may be granted, withheld,
conditioned or delayed in its sole discretion, the Loan Parties shall not, and
shall not permit any of their respective Subsidiaries to, enter into any
agreement (other than this Agreement) prohibiting or restricting the ability of
any of the Loan Parties and any of their respective Subsidiaries to amend or
otherwise modify this Agreement or any other Loan Document.

6.16.2 EQUITY SECURITIES. Without the prior written approval of the Agent,
which approval may be granted, withheld, conditioned or delayed in its sole
discretion, except as set forth on Schedule 6.16.2 annexed hereto, the Loan
Parties shall not, and shall not permit any of their respective Subsidiaries to,
issue any Capital Stock or other Security which, by its terms (or by the terms
of any Security into which it is convertible or for which it is exchangeable),
or upon the happening of any event, matures or is mandatorily redeemable,
pursuant to a sinking fund or
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otherwise, or redeemable in Cash at the option of the holder thereof, in whole
or in part, before the date that is 91 days after the Maturity Date.

6.16.3 ORGANIZATION DOCUMENTS. Without the prior written approval of the
Majority Lenders (including the Agent), which approval may be granted, withheld,
conditioned or delayed in its sole discretion, the Loan Parties shall not, and
shall not permit any of the Mortgaged Property Subsidiaries to, amend or
otherwise modify their respective charters or partnership agreements in any
material respect, except in connection with a transaction expressly permitted
under this Agreement or as otherwise expressly permitted under the Loan
Documents.

6.17 FISCAL YEAR.

Without the prior written approval of the Majority Lenders (including the
Agent), which approval may be granted, withheld, conditioned or delayed in its
sole discretion, neither COPT nor any of its Subsidiaries shall change its
fiscal year-end from December 31.

ARTICLE 7
EVENTS OF DEFAULT; REMEDIES

7.1 EVENTS OF DEFAULT.

If any of the following conditions or events ("EVENTS OF DEFAULT") shall
occur:

7.1.1 FAILURE TO MAKE PAYMENTS WHEN DUE. Failure to pay any
installment of principal of any Loan when due, whether at stated maturity, by
acceleration in accordance with the provisions of the applicable Loan
Document, by notice of voluntary prepayment, by mandatory prepayment or
otherwise; or failure to pay interest or any other amount due under this
Agreement within (i) two Business Days after the date of receipt of notice
that such payment has not been received as of the date due, until three such
notices have been delivered under this Agreement, or (ii) thereafter, five
days after the date due; or

7.1.2 OTHER DEFAULTS UNDER LOAN DOCUMENTS. Any Loan Party or any of its
Subsidiaries shall default in the performance of or compliance with any term
contained in this Agreement or any other Loan Document other than any such term
in this Agreement or other Loan Document that is referred to in any other clause
of this Section and such default shall not have been remedied or waived within
30 days after the earlier of (i) such Loan Party's or such Subsidiary's
obtaining knowledge of such default or (ii) receipt by such Loan Party or such
Subsidiary of notice from Lender of such default; provided, however, that if
such default cannot be cured solely by the payment of money and the cure of such
default requires a period in excess of 30 days, and such default may reasonably
be expected to be cured on or before the 90th day after such Loan Party or such
Subsidiary obtains knowledge or notice thereof, and if and so long as such Loan
Party or such Subsidiary is diligently and continuously prosecuting such cure,
then such default shall not be an Event of Default unless such Loan Party or
such Subsidiary fails to cure such default before the 90th day after any Loan



Party or any of its Subsidiaries obtains knowledge or notice thereof, as the
case may be; or

7.1.3 DEFAULT IN OTHER AGREEMENTS. (i) Failure of any Loan Party or any
of its Subsidiaries to pay when due any principal of or interest on any
Indebtedness the aggregate
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principal amount of which is equal to or greater than $1,000,000, in each case
beyond the end of any grace period provided therefor (without extension); or
(ii) occurrence of any other event or condition (other than an event or
condition expressly described in another paragraph or provision of this Section
7.1) which, with the giving of notice or the lapse of time or both, with respect
to (a) any Indebtedness the aggregate principal amount of which is equal to or
greater than $1,000,000 or any Contingent Obligation(s) the aggregate amount of
which is equal to or greater than $1,000,000 or (b) any loan agreement,
mortgage, indenture or other agreement relating to such Indebtedness or
Contingent Obligation(s), would cause, or would permit the holder or holders of
that Indebtedness or Contingent Obligation(s) (or a trustee on behalf of such
holder or holders) to cause, that Indebtedness or Contingent Obligation(s) to
become or be declared due and payable (upon the giving or receiving of notice,
lapse of time, both, or otherwise) prior to its stated maturity or the stated
maturity of any underlying obligation, as the case may be, in each case beyond
the end of any cure period therefor (without any extension thereof); or (iii)
any default or event of default under any Lender Interest Rate Agreement beyond
the delivery of notice (if any is required) and the end of any cure period
therefor (without any extension thereof); or

7.1.4 BREACH OF WARRANTY. Any representation, warranty, certification or
other statement of any Loan Party or any of its Subsidiaries made in this
Agreement or in any other Loan Document or in any statement or certificate at
any time given in writing pursuant hereto or thereto or in connection herewith
or therewith shall be false in any material respect on the date as of which made
and such default shall not have been remedied or waived within 30 days after the
earlier of (i) such Loan Party's or such Subsidiary's obtaining knowledge of
such default and (ii) receipt by such Loan Party or such Subsidiary of notice
from Agent of such default; provided, however, that if such default cannot be
cured solely by the payment of money and the cure of such default requires a
period in excess of 30 days, and if such Loan Party or such Subsidiary, as
applicable, is diligently and continuously prosecuting such cure, then such
default shall not be an Event of Default unless such Loan Party or such
Subsidiary fails to cure such default within 90 days, after such Loan Party or
such Subsidiary obtain knowledge or notice thereof, as the case may be; or

7.1.5 INVALIDITY OF LOAN DOCUMENT; FAILURE OF SECURITY; REPUDIATION OF
OBLIGATIONS. At any time after the execution and delivery thereof, (i) any Loan
Document (other than a Security Document) or any material provision thereof
shall cease to be in full force and effect (other than in accordance with its
terms) or shall be declared null and void; (ii) any Security Document or any
material provision thereof shall cease to be in full force and effect (other
than by reason of a release of Collateral thereunder in accordance with the
terms hereof or thereof or any other termination of such Security Document in
accordance with the terms hereof or thereof) or shall be declared null and void,
or Agent shall not have or shall cease to have a valid and perfected first
priority Lien or security interest, subject only to the Permitted Encumbrances,
in any material Collateral purported to be covered, in each case for any reason
other than the failure of Agent to take any action within its control; or (iii)
any Loan Party shall contest in writing the validity or enforceability of any
Loan Document in writing or deny in writing that it has any further liability,
including with respect to future advances by Agent, under any Loan Document to
which it is a party; or
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7.1.6 PROHIBITED TRANSFERS. Any Loan Party attempts to assign its rights
under this Agreement or any other Loan Document or any interest herein or
therein; or

7.1.7 INVOLUNTARY BANKRUPTCY; APPOINTMENT OF RECEIVER, ETC. (i) A court
having jurisdiction shall enter a decree or order for relief in respect of any
Loan Party or any of its Subsidiaries in an involuntary case under the
Bankruptcy Code or under any other applicable bankruptcy, insolvency or similar
law now or hereafter in effect, which decree or order is not stayed; or any
other similar relief shall be granted under any applicable federal or state law;
or (ii) an involuntary case shall be commenced against any Loan Party or any of
its Subsidiaries under the Bankruptcy Code or under any other applicable
bankruptcy, insolvency or similar law now or hereafter in effect; or a decree or
order of a court having jurisdiction in the premises for the appointment of a
receiver, liquidator, sequestrator, trustee, custodian or other officer having
similar powers over any Loan Party or any of its Subsidiaries, or over all or a
substantial part of its property, shall have been entered; or there shall have
occurred the involuntary appointment of an interim receiver, trustee or other



custodian of any Loan Party or any of its Subsidiaries for all or a substantial
part of its property; or a warrant of attachment, execution or similar process
shall have been issued against any substantial part of the property of any Loan
Party or any of its Subsidiaries, and any such event described in this clause
(ii) shall continue for 60 days unless dismissed, bonded or discharged; or

7.1.8 VOLUNTARY BANKRUPTCY; APPOINTMENT OF RECEIVER, ETC. (i) Any Loan
Party or any of its Subsidiaries shall have an order for relief entered with
respect to it or commence a voluntary case under the Bankruptcy Code or under
any other applicable bankruptcy, insolvency or similar law now or hereafter in
effect, or shall consent to the entry of an order for relief in an involuntary
case, or to the conversion of an involuntary case to a voluntary case, under any
such law, or shall consent to the appointment of or taking possession by a
receiver, trustee or other custodian for all or a substantial part of its
property; or any Loan Party or any of its Subsidiaries shall make any assignment
for the benefit of creditors; or (ii) any Loan Party or any of its Subsidiaries
shall be unable, or shall fail generally, or shall admit in writing its
inability, to pay its debts as such debts become due; or the Board of Directors
of any Loan Party or any of its Subsidiaries (or any committee thereof) shall
adopt any resolution or otherwise authorize any action to approve any of the
actions referred to in clause (i) above or this clause (ii); or

7.1.9 JUDGMENTS AND ATTACHMENTS. Any money judgment, writ or warrant of
attachment or similar process involving individually or in the aggregate at any
time an amount in excess of $1,000,000 (in either case not adequately covered by
insurance as to which a solvent and unaffiliated insurance company has
acknowledged coverage) shall be entered or filed against any Loan Party or any
of its Subsidiaries or any of their respective assets and shall remain
undischarged, unvacated, unbonded or unstayed for a period of 60 days (or in any
event later than five days prior to the date of any proposed sale thereunder);
or

7.1.10 DISSOLUTION. Any order, judgment or decree shall be entered against
any Loan Party or any of its Subsidiaries decreeing the dissolution or split up
of such Loan Party or that Subsidiary and such order shall remain undischarged
or unstayed for a period in excess of 30 days; or
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7.1.11 MATERIAL ADVERSE EFFECT. Any event or change (including, without
limitation, any event or condition expressly described in another paragraph or
provision of this Section) shall occur that has caused or evidences, either in
any case or in the aggregate, a Material Adverse Effect; or

7.1.12 CHANGE IN CONTROL. Any Change in Control shall occur, except as
permitted by this Agreement; or

7.1.13 CHANGE IN MANAGEMENT. Unless waived by the Majority Lenders, an
Event of Default shall occur under Section 5.2.5 hereunder; or

7.1.14 DEFAULT UNDER TERM LOAN. Any "Event of Default" under and as
defined in the Term Loan Agreement, or any default or breach of any
obligation or duty under any "Loan Document" as defined in the Term Loan
Agreement, which duty or obligation survives the repayment of the Term Loan,
shall occur.

THEN (i) upon the occurrence of any Event of Default described in Sections
7.7.1 or 7.1.8, each of (a) the unpaid principal amount of and accrued interest
on the Loans, (b) an amount equal to the maximum amount that may at any time be
drawn under all Letters of Credit then outstanding (whether or not any
beneficiary under any such Letter of Credit shall have presented, or shall be
entitled at such time to present, the drafts or other documents or certificates
required to draw under such Letter of Credit) and (c) all other Obligations
shall automatically become immediately due and payable, without notice,
presentment, demand, protest or other requirements of any kind, all of which are
hereby expressly waived by the Loan Parties and the obligations of each Lender
hereunder (including, without limitation, the obligations of such Lender to make
any Loan or to issue any Letter of Credit hereunder) shall thereupon terminate,
and (ii) during the continuance of any other Event of Default, the Agent may, in
its sole discretion, by written notice to Borrower, declare all or any portion
of the amounts described in clauses (a) through (c), inclusive, above to be, and
the same shall forthwith become, immediately due and payable and the obligations
of each Lender hereunder (including, without limitation, the obligations of such
Lender to make any Loan or to issue any Letter of Credit hereunder) shall
thereupon terminate; provided that the foregoing shall not affect in any way the
obligations of Lenders under Section 2.18.3.1.

The occurrence of any condition or event may constitute an Event of Default
(or a Potential Event of Default) under more than one provision of this Section
7.1.
7.2 CERTAIN REMEDIES.

7.2.1 During the continuance of an Event of Default, all or any one or



more of the rights, powers, privileges and other remedies available to the
Agent or the Lenders against any Loan Party under this Agreement, the Notes,
the Mortgages, the Security Documents or any of the other Loan Documents, or
at law or in equity, may be exercised by the Agent, acting in its own sole
discretion at any time and from time to time, whether or not all or any
portion of the Obligations shall be declared due and payable, and whether or
not the Agent shall have commenced any foreclosure proceeding or other action
for the enforcement of its rights and remedies under any of the Loan
Documents with respect to any Property or all or any portion of
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the Mortgaged Property. Any such actions taken by the Agent shall be cumulative
and concurrent and may be pursued independently, singly, successively, together
or otherwise, at such time and in such order as the Agent in its sole discretion
may determine, to the fullest extent permitted by law, without impairing or
otherwise affecting the other rights and remedies of the Agent or the Lenders
permitted by law, equity or contract or as set forth herein or in the other Loan
Documents.

7.2.2 In the event of the foreclosure or other action by the Agent to
enforce its remedies in connection with one or more of the Mortgaged Properties
or any other Collateral, whether such foreclosure (or other remedy) yields net
proceeds in an amount less than, equal to or more than the Property Amount with
respect to such Mortgaged Property, the Agent shall apply all net proceeds
received to repay the Obligations (in such order as the Agent may, in its sole
discretion, elect), the Obligations shall be reduced to the extent of such net
proceeds and the remaining portion of the Obligations shall remain outstanding
and secured by the Mortgages and the other Loan Documents, it being understood
and agreed by the Loan Parties that Borrower is liable for the repayment of the
Obligations and that any "excess" foreclosure proceeds are part of the
cross-collateralized and cross-defaulted security granted to the Agent on behalf
of the Lenders pursuant to the Mortgages; provided, however, that, if the Agent
so elects, at its sole discretion, the Loans and the Notes shall be deemed to
have been accelerated only to the extent of the net proceeds actually received
by the Lenders with respect to any individual Mortgaged Property (or, in the
event that the Agent on behalf of the Lenders is the purchaser of such Mortgaged
Property by Credit Bid at a foreclosure sale, the Loans and the Notes shall be
deemed to have been accelerated only at such time as the Agent subsequently
disposes of such Mortgaged Property and then only to the extent of the amount of
such Credit Bid) and applied in reduction of the Obligations in accordance with
the provisions of this Agreement and the Notes, after payment by Borrower of all
transaction costs and expenses and costs of enforcement.

7.2.3 It is intended that the Liens of the Mortgages shall each be
construed and treated as a separate, distinct Lien for the purpose of securing
the entire Obligations secured thereby and each Loan Party acknowledges and
agrees that each Mortgaged Property is mortgaged and transferred to the Agent on
behalf of the Lenders by a separate and distinct mortgage and security
agreement, so that if it should at any time appear or be held that any Mortgage
fails to mortgage, and transfer to the Agent on behalf of the Lenders a Lien
upon and the title to any Mortgaged Property, or any part thereof, as against
creditors of any Loan Party other than the Lenders or otherwise, such failure
shall not operate to affect in any way the transfer of the other Mortgaged
Properties or any part thereof to the Agent on behalf of the Lenders; but
nothing contained herein or in the Mortgages shall be construed as requiring the
Agent on behalf of the Lenders to resort to any Mortgaged Property for the
satisfaction of the Obligations secured thereby in preference or priority to any
other Mortgaged Property thereby conveyed, but the Agent, acting in its sole
discretion may seek satisfaction out of all of the Mortgaged Property or any
part thereof.

7.2.4 In addition to any rights now or hereafter granted under applicable
law and not by way of limitation of any such rights, upon the occurrence and
during the continuance of any Event of Default, the Agent is hereby authorized
by the Loan Parties at any time or from time to time, without notice to any Loan
Party or to any other Person, any such notice being hereby expressly waived, to
set off and to appropriate and to apply any and all deposits (general or
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special, including Indebtedness evidenced by certificates of deposit, whether
matured or unmatured, but not including trust accounts) and any other
Indebtedness at any time held or owing by the Agent to or for the credit or the
account of any Loan Party against and on account of the obligations and
liabilities of any Loan Party to the Agent under this Agreement and the Notes,
including all claims of any nature or description arising out of or connected
with this Agreement or any other Loan Document, irrespective of whether or not
(i) the Agent shall have made any demand hereunder or (ii) the principal of or
the interest on the Loans or any other amounts due hereunder shall have become
due and payable pursuant to Section 7.1 and although said obligations and
liabilities, or any of them, may be contingent or unmatured.



7.2.5 During the continuance of an Event of Default, the Agent, in its
sole discretion, shall have the right, to the extent permitted by law, to
impound and take possession of books, records, notes, and other documents
evidencing Borrower's deposit accounts, accounts receivable and other claims for
payment of money (including Rents) arising in connection with the Mortgaged
Properties, to give notice to the obligors thereunder of the Agent's interest
therein, and to make direct collections on such deposit accounts, accounts
receivable and claims.

7.2.6 During the occurrence of an Event of Default and upon the
occurrence and during the continuance of a default in the payment of any
principal or interest of any Indebtedness owed or alleged to be owed by the Loan
Parties or any of their respective Subsidiaries, and following the initiation of
any proceeding or the taking of any other action to collect the payment thereof
by the Person entitled to such payment, the Agent may, in its sole discretion,
advance either to such Person or to Borrower, for payment to such Person, all or
any portion of the amount of such payment, whether or not the existence of such
obligation or amount thereof shall be disputed by Borrower or such Subsidiary.
Each such advance, to the extent not paid out of from funds of COPT, Borrower or
any of their respective Subsidiaries, shall be deemed a Loan hereunder and shall
be subject to the provisions of this Agreement.

7.2.7 The rights, powers and remedies of the Agent and the Lenders under
this Agreement shall be cumulative and not exclusive of any other right, power
or remedy which the Agent or the Lenders may have against any Loan Party
pursuant to this Agreement or the other Loan Documents executed by or with
respect to such Loan Party, or existing at law or in equity or otherwise. The
rights, powers and remedies of the Agent and the Lenders may be pursued singly,
concurrently or otherwise, at such time and in such order as the Agent, acting
in its own sole discretion, may determine. No delay or omission to exercise any
remedy, right or power accruing upon an Event of Default shall impair any such
remedy, right or power or shall be construed as a waiver thereof, but any such
remedy, right or power may be exercised from time to time and as often as may be
deemed expedient. A waiver of any Event of Default or Potential Event of Default
with respect to any Loan Party shall not be construed to be a waiver of any
subsequent Event of Default or Potential Event of Default by such Loan Party or
to impair any remedy, right or power consequent thereon.
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ARTICLE 8
MISCELLANEQUS

8.1 ASSIGNMENTS AND PARTICIPATIONS IN COMMITMENTS AND LOANS.

8.1.1 GENERAL. Each Lender shall have the right at any time, so long as
no Event of Default then exists, with the prior written consent of the Agent
and, so long as no Event of Default or Potential Event of Default then exists,
with the prior written consent of Borrower (which consent, if required, shall,
in any case, not be unreasonably withheld, conditioned or delayed) to (i) sell,
assign, transfer or negotiate to any Eligible Assignee, or (ii) sell to any
Eligible Assignee participations in, all or any part of its Commitment or any
Loan or Loans made by it or its Letters of Credit or participations therein or
any other interest herein or in any other Obligations owed to it. In the case of
any such assignment, (i) the assigning Lender shall notify the Loan Parties of
the effective date of such assignment, (ii) as of such effective date, the
assignee shall be a party hereto and, to the extent that rights and obligations
hereunder have been assigned to it, shall have the rights and obligations of a
Lender hereunder, (iii) the assigning Lender shall, to the extent that its
rights and obligations hereunder have been assigned by it, relinquish its rights
and be released from its obligations under this Agreement, (iv) the assignment
shall be in an amount not less than $5,000,000, (v) the assignment shall be
effected pursuant to an Assignment Agreement, and (vi) the assigning Lender
shall pay a fee to Agent in the amount of Three Thousand Five Hundred Dollars
($3,500). In the event of an assignment hereunder, the Commitments shall be
modified to reflect the Commitments of such assignee.

8.1.2 PARTICIPATIONS. In the case of any such participation, each Lender
shall retain the sole right to vote its Pro Rata Share of the Commitment,
without the consent of any such participant, for the approval or disapproval of
any amendment, modification or waiver of any provisions of the Loan Documents,
provided that such Lender may grant such participant the right to approve any
amendment, modification or waiver relating to the matters described in clauses
(i) (A) (other than any increase of any of the Commitments), (D), (E) or (F) of
Section 8.6.1. The Loan Parties and each Lender hereby acknowledge and agree
that, solely for purposes of Sections 2.11, 2.12 and 8.5, (i) any participation
will give rise to a direct obligation of the Loan Parties to the participant and
(ii) the participant shall be considered to be a "LENDER".

8.1.3 ASSIGNMENTS TO FEDERAL RESERVE BANKS. In addition to the
assignments and participations permitted under the foregoing provisions of this
Section 8.1, any Lender may assign and pledge all or any portion of its Loans
and the other Obligations owed to such Lender to any Federal Reserve Bank as
collateral security pursuant to Regulation A of the Board of Governors of the



Federal Reserve System and any operating circular issued by such Federal Reserve
Bank. No Lender shall, as between Borrower and such Lender, be relieved of any
of its obligations hereunder as a result of any such assignment and pledge.

8.1.4 INFORMATION. Each Lender agrees to exercise commercially reasonable
efforts to keep any non-public information delivered or made available to it
pursuant to the Loan Documents, which any Loan Party or its authorized
representative has identified as confidential information, confidential from any
Person other than Persons employed by or retained by such Lender who are or are
expected to become engaged in evaluating, approving, structuring or
administering the Loan and other extensions of credit or Obligations hereunder;
provided that
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nothing herein shall prevent such Lender from disclosing such information to any
Eligible Assignee or participant that has agreed to be bound by the provisions
of this Section 8.1.4 in connection with the contemplated assignment or transfer
of any interest or participation in the Loans or other Obligations hereunder or
as required or requested by any Governmental Authority or representative thereof
or pursuant to legal process or in connection with the exercise of any remedy
under the Loan Documents.

8.2 EXPENSES.

Whether or not the transactions contemplated hereby shall be consummated,
Borrower agrees to pay promptly (i) all the costs of furnishing all opinions of
counsel for Borrower and the other Loan Parties (including any opinions
reasonably requested by the Agent) as to any legal matters arising hereunder and
of each Loan Party's performance of and compliance with all agreements and
conditions on its part to be performed or complied with under this Agreement and
the other Loan Documents including with respect to confirming compliance with
environmental, insurance and solvency requirements and with respect to the
Security Documents and the Liens created pursuant thereto; (ii) all the actual
costs and expenses of creating, perfecting and maintaining Liens in favor of the
Agent for the benefit of the Lenders pursuant to any Loan Document, including
filing and recording fees and expenses, mortgage recording taxes, intangible
taxes and transfer and stamp taxes, title searches, title insurance premiums,
UCC search and filing charges and expenses (including charges and expenses for
UCC searches evidencing the proper filing, recording and indexing of UCC
financing statements and listing all other effective financing statements that
name Borrower or any applicable Mortgaged Property Subsidiary as debtor, and
copies of all such other financing statements); (iii) all reasonable
out-of-pocket costs and expenses incurred by the Agent and the Lenders
(including the reasonable fees, expenses and disbursements of any auditors,
accountants, architects, engineers or appraisers and any environmental or other
consultants, advisors and agents employed or retained by the Agent or its
counsel) in connection with performing due diligence, including obtaining and
reviewing any Appraisals, any environmental audits or reports, market surveys,
title reports, surveys and similar information; (iv) all reasonable
out-of-pocket fees, expenses and disbursements of counsel for the Agent and its
Affiliates (including allocated costs of internal counsel) in connection with
the negotiation, preparation, execution, participation, marketing and
syndication of the Loan Documents and any consents, amendments, waivers or other
modifications thereto and any other documents or matters requested by any Loan
Party; (v) all reasonable out-of-pocket costs and expenses incurred by the Agent
in connection with (a) the negotiation, preparation and execution of the Loan
Documents, the syndication of the Loans and due diligence, (b) any consents,
amendments or waivers of or other modifications to any of the Loan Documents,

(c) any addition, substitution, Transfer or release of any Mortgaged Property or
other Collateral or any proposal with respect to any of the foregoing, (d) the
custody or preservation of any of the Collateral and (e) the preparation,
delivery or review of other documents or matters requested by any Loan Party,
including, without limitation, all instruments, documents, boundary surveys,
footing or foundation surveys, certificates, plans and specifications,
Appraisals, title and other insurance reports and agreements, and each and every
other document, certificate, agreement and instrument required to be furnished
pursuant to the terms of the Loan Documents; and (vi) after the occurrence of an
Event of Default, all costs and expenses, including reasonable attorneys' fees
(including allocated costs of internal counsel) and costs of settlement,
incurred by the Agent and the Lenders in enforcing any Obligations of or in

89
<Page>

collecting any payments due from any Loan Party hereunder or under the other
Loan Documents by reason of such Event of Default or in connection with any
refinancing or restructuring of the credit arrangements provided under this
Agreement in the nature of a "work-out" or pursuant to any insolvency or
bankruptcy proceedings. Except as expressly provided to the contrary in this
Agreement or any other Loan Document, costs or expenses that are payable by
Borrower after the Closing Date shall be payable by Borrower within ten (10)
Business Days after Borrower's receipt of written demand from the Agent to pay
same, accompanied by documentation in reasonable detail sufficient to verify the



nature and amount.
8.3 INDEMNITY.

8.3.1 INDEMNITY. In addition to the payment of expenses as required by
Section 8.2, whether or not the transactions contemplated hereby shall be
consummated, Borrower agrees to defend, indemnify and hold harmless the Agent,
the Lenders and their respective Affiliates and Persons deemed to be
"controlling persons" thereof within the meaning of the Securities Act or the
Exchange Act and the respective directors, officers, employees, agents,
attorneys and representatives of the foregoing (collectively, "INDEMNIFIED
PERSONS" and individually, an "INDEMNIFIED PERSON"), to the full extent lawful,
from and against any and all losses, claims, damages, liabilities, costs and
expenses or other obligations of any kind or nature whatsoever incurred by each
such Indemnified Person (including fees, charges and disbursements of counsel
and the allocated costs and expenses of internal counsel for such Indemnified
Person) which are related to, arise out of or result from (a) any untrue
statements or alleged untrue statements or omissions or alleged omissions to
state therein a material fact necessary to make the statements therein, in light
of the circumstances in which they were made, not misleading, in each case made
or, to the extent contemplated by the Loan Documents, to be made, by or on
behalf of any Loan Party or any of its Affiliates, (x) in the representations
and warranties of the Loan Parties contained in the Loan Documents, (b)
information provided by or on behalf of any Loan Party or any of their
Affiliates for use in connection with any syndication, assignment or
participation of any portion of the Commitments, the Loans, the Notes, the other
Loan Documents or the Obligations, or in connection with any Loan Document or
any transactions contemplated hereby or thereby, (c) the transactions
contemplated by the Loan Documents (including Lenders' agreements to make the
Loans or the use or intended use of the proceeds thereof) or any enforcement of
any of the Loan Documents (including any sale of, collection from, or other
realization upon any of the Collateral or the enforcement of the COPT Guaranty
or any Mortgaged Property Subsidiary Guaranty), (d) any actions taken or omitted
to be taken by an Indemnified Person with the consent of any Loan Party or in
conformity with the instructions of any Loan Party, or (e) any other
transactions contemplated by the Loan Documents, and Borrower will reimburse
each Indemnified Person for all reasonable costs and expenses, including fees
and disbursements of both outside and internal counsel for such Indemnified
Person, as they are incurred, in connection with investigating, preparing for,
or defending any formal or informal claim, action, suit, investigation, inquiry
or other proceeding, whether or not in connection with pending or threatening
litigation, caused by or arising out of or in connection with the foregoing,
whether or not such Indemnified Person is named as a party thereto and whether
or not any liability results therefrom. Borrower shall not, however, be
responsible for any losses, claims, damages, liabilities, costs or expenses
pursuant to clauses (c), (d) or (e) of the preceding sentence which have
resulted from the bad faith or recklessness of such Indemnified Person as
determined by a final judgment of a court of competent jurisdiction. Neither the
Agent
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nor any other Indemnified Person shall have any liability (whether direct

or indirect, in contract or tort or otherwise) to any of the Loan Parties and
their respective Affiliates or any director, officer, employee, agent or
representative of any of the foregoing, or any other person, for or in
connection with the foregoing, or otherwise arising out of or in any way
relating to the matters contemplated by the Loan Documents or any commitment to
lend except for such liability for losses, claims, damages, liabilities, costs
or expenses of any Indemnified Person pursuant to clauses (c), (d) or (e) of the
preceding sentence to the extent they are determined to have resulted from the
bad faith, recklessness or negligence of such Indemnified Person as determined
by a final judgment of a court of competent jurisdiction and in no event shall
the Agent or any other Indemnified Person be responsible for or liable to any of
the Loan Parties or any of their respective Affiliates or any other Person for
consequential, punitive or exemplary damages. Borrower further agrees that the
Loan Parties shall not, nor shall they permit their respective Subsidiaries to,
without the prior written consent of the Agent, settle or compromise or consent
to the entry of any judgment in any pending or threatened claim, action, suit,
investigation, inquiry or other proceeding in respect of which indemnification
is actually sought hereunder unless such settlement, compromise or consent
includes an unconditional release of the Agent, the Lenders and each other
Indemnified Person hereunder from all liability arising out of such claim,
action, suit, investigation, inquiry or other proceeding.

8.3.2 PROCEDURE. If any action, suit, investigation, inquiry or other
proceeding is commenced, as to which an Indemnified Person proposes to demand
indemnification hereunder, such Indemnified Person shall notify Borrower with
reasonable promptness; provided, however, that any failure by such Indemnified
Person to notify Borrower shall not relieve Borrower or any of its Affiliates
from its obligations hereunder (except to the extent that Borrower or such
Affiliate is prejudiced by such failure to so promptly notify). Borrower shall
be entitled to assume the defense of any such action, suit, investigation,
inquiry or other proceeding, including the employment of counsel reasonably



satisfactory to the Indemnified Person and the payment of all reasonable fees
and expenses incurred in connection therewith. The Indemnified Person shall have
the right to employ separate counsel in any such action, suit, investigation,
inquiry or other proceeding, or to participate in the defense thereof, but the
fees and expenses of such counsel shall be at the expense of the Indemnified
Person unless (i) Borrower has agreed to pay such fees and expenses, (ii)
Borrower shall have failed promptly upon written demand therefor to assume the
defense of such action, suit, investigation, inquiry or other proceeding, and
employ counsel reasonably satisfactory to the Indemnified Person in connection
therewith or (iii) such Indemnified Person shall have been advised by counsel
that there exists actual or potential conflicting interests between any Loan
Party and such Indemnified Person, including situations in which one or more
legal defenses may be available to such Indemnified Person that are different
from or additional to those available to any Loan Party, in which case, if such
Indemnified Person notifies Borrower in writing that it elects to employ
separate counsel at the expense of Borrower, Borrower shall not have the right
to assume the defense of such action or proceeding on behalf of such Indemnified
Person; provided, however, that Borrower shall not, in connection with any one
such action, suit, investigation, inquiry or other proceeding or separate but
substantially similar or related actions, suits, investigations, inquiries or
other proceedings in the same jurisdiction arising out of the same general
allegations or circumstances, be liable for the fees and expenses of more than
one separate firm of attorneys at any time for all such Indemnified Persons (in
addition to local counsel), which firm shall be designated in writing by the
Agent.
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8.3.3 CONTRIBUTION. In order to provide for just and equitable
contribution with respect to matters subject to this Section 8.3, if a claim for
indemnification is made pursuant to these provisions but is found in a final
judgment by a court of competent jurisdiction (not subject to further appeal)
that such indemnification is not available for any reason, even though the
express provisions hereof provide for indemnification in such case, or is
insufficient to hold an Indemnified Party harmless, then the Loan Parties, on
the one hand, and the Agent and the Lenders, on the other hand, shall contribute
to such loss, claim, damage, liability, cost or expense for which such
indemnification or reimbursement is held unavailable or is insufficient in such
proportion as is appropriate to reflect the relative benefits to the Loan
Parties and their respective Affiliates, on the one hand, and the Agent and the
Lenders, on the other hand, in connection with the transactions described in the
Loan Documents, as well as any other equitable considerations. The parties agree
that for the purpose of this Section, the relative benefits to the Loan Parties
and their respective Affiliates, on the one hand, and the Agent and the Lenders,
on the other hand, shall be deemed to be in the same proportion as the proceeds
received or to be received by the Loan Parties from the Loan Documents bears to
the fees paid or to be paid to the Agent and the Lenders under the Loan
Documents. Notwithstanding the foregoing, the Agent and the Lenders shall not be
required to contribute under this Section any amount in excess of the amount of
fees actually received by the Agent and the Lenders, respectively, in respect of
the Loan Documents. Borrower, the Agent and the Lenders agree that it would not
be just and equitable if contribution pursuant to this Section were determined
by pro rata allocation or by any other method which does not take into account
the equitable considerations referred to in this Section 8.3.3.

8.3.4 NO LIMITATION. The foregoing rights to indemnity and contribution
shall be in addition to any rights that any Indemnified Person and Loan Parties
may have at common law or otherwise and shall remain in full force and effect
following the completion or any termination of the transactions contemplated by
the Loan Documents. In no event shall the Agent or the Lenders be responsible or
liable to any person for consequential damages which may be alleged as a result
of the Loan Documents or any transaction contemplated thereby.

8.3.5 INDEPENDENCE OF INDEMNITY; NO ENLARGEMENT. The Loan Parties
acknowledge and agree that the provisions of this Section 8.3 are separate from
and in addition to the provisions contained in the Environmental Indemnity.

8.4 NO JOINT VENTURE OR PARTNERSHIP.

The Lenders and the Loan Parties acknowledge and agree that the
relationship created hereunder or under the other Loan Documents is that of
creditor/debtor. Each of the Loan Parties acknowledges and agrees that (a) they
are knowledgeable and sophisticated business practitioners with particular
expertise and broad experience in the area of real estate acquisition,
ownership, operation, finance and management; (b) the Agent and the Lenders,
individually and collectively, do not owe, and expressly disclaim, any fiduciary
or special obligation to the Loan Parties or any of their partners, agents, or
representatives; and (c) nothing contained in this Agreement or any other Loan
Document shall affect the relationship between the Lenders and Borrower as that
of creditor/debtor hereunder and under the other Loan Documents. Nothing herein
or therein is intended to create a joint venture, partnership,
tenancy-in-common, or joint tenancy relationship between any Loan Party or
Subsidiary thereof and the Agent or any Lender
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nor to grant the Agent or the Lenders any interest in the Mortgaged Property
other than that of mortgagee or lender.

8.5 RATABLE SHARING.

The Lenders hereby agree among themselves that if any of them shall,
whether by voluntary payment (other than a voluntary prepayment of Loans made
and applied in accordance with this Agreement), by realization upon security,
through the exercise of any right of set-off or banker's lien, by counterclaim
or cross action or by the enforcement of any right under the Loan Documents or
otherwise, or as adequate protection of a deposit treated as cash collateral
under the Bankruptcy Code, receive payment or reduction of a proportion of the
aggregate amount of principal, interest, fees and other amounts then due and
owing to that Lender hereunder or under the other Loan Documents (collectively,
the "AGGREGATE AMOUNTS DUE" to such Lender) which is greater than the proportion
received by any other Lender in respect of the Aggregate Amounts Due to such
other Lender, then the Lender receiving such proportionately greater payment
shall (i) notify the Agent and each other Lender of the receipt of such payment
and (ii) apply a portion of such payment to purchase participations (which it
shall be deemed to have purchased from each seller of a participation
simultaneously upon the receipt by such seller of its portion of such payment)
in the Aggregate Amounts Due to the other Lenders so that all such recoveries of
Aggregate Amounts Due shall be shared by all Lenders in proportion to the
Aggregate Amounts Due to them; provided, however, that if all or part of such
proportionately greater payment received by such purchasing Lender is thereafter
recovered from such Lender upon the bankruptcy or reorganization of Borrower or
otherwise, those purchases shall be rescinded and the purchase prices paid for
such participations shall be returned to such purchasing Lender ratably to the
extent of such recovery, but without interest. The Loan Parties expressly
consent to the foregoing arrangement and agree that any holder of a
participation so purchased may exercise any and all rights of banker's lien,
set-off or counterclaim with respect to any and all monies owing by such Loan
Party to that holder with respect thereto as fully as if that holder were owed
the amount of the participation held by that holder.

8.6 AMENDMENTS AND WAIVERS.

8.6.1 AMENDMENTS, ETC. Except as expressly provided to the contrary
herein, no amendment, modification, termination or waiver of any provision of
this Agreement or any other Loan Document or consent to any departure by any
Loan Party therefrom, shall in any event be effective without the written
concurrence of the Majority Lenders (including, without limitation, any
amendment, modification or waiver of the obligation of Borrower under Section
2.9.1.4); provided that (i) no such amendment, modification, termination, waiver
or consent shall be effective without the written concurrence of all Lenders if
such amendment, modification, termination, waiver or consent (A) increases the
amount of any of the Commitments or reduces the principal amount of any of the
Loans; (B) changes in any manner the definition of "PRO RATA SHARE" or the
definitions of "MAJORITY LENDERS" or "SUPERMAJORITY Lenders"; (C) changes in any
manner any provision of this Agreement which, by its terms, expressly requires
the approval or concurrence of a specified percentage of, or all, Lenders; (D)
postpones the scheduled final maturity date of any of the Loans; (E) postpones
the date on which any interest or any fees are payable; (F) decreases the
interest rate borne by any of the Loans (other than any waiver of any increase
in the interest rate applicable to any of the Loans pursuant to Section 2.7.5)
or the
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amount of any fees payable hereunder; (G) increases the maximum duration of
Interest Periods permitted hereunder; (H) except as provided in Section 2.14 or
Section 2.15 of this Agreement and except as expressly provided elsewhere in
this Agreement or in any of the other Loan Documents, releases any Lien granted
in favor of Agent with respect to all or a material portion of the Collateral;
(I) releases COPT from its obligations under the COPT Guaranty; or (J) changes
in any manner the provisions contained in this subsection 8.6.1, (ii) no such
amendment, modification, termination, waiver or consent shall be effective
without the written concurrence of the Supermajority Lenders if such amendment,
modification, termination, waiver or consent changes in any manner the
provisions contained in Section 6.6, (iii) no such amendment, modification,
termination or waiver of any provision of any Note shall be effective without
the written concurrence of the Lender which is the holder of that Note; and (iv)
no amendment, modification, termination or waiver of any provision of Section 9
or of any other provision of this Agreement which, by its terms, expressly
requires the approval or concurrence of the Agent shall be effective without the
written concurrence of the Agent. The Agent may, but shall have no obligation
to, with the concurrence of any Lender, execute amendments, modifications,
waivers or consents on behalf of that Lender. Any waiver or consent shall be
effective only in the specific instance and for the specific purpose for which
it was given. No notice to or demand on Borrower in any case shall entitle
Borrower to any other or further notice or demand in similar or other



circumstances. Any amendment, modification, termination, waiver or consent
effected in accordance with this Section 8.6.1 shall be binding upon each Lender
at the time outstanding, each future Lender and, if signed by Borrower, on
Borrower.

8.6.2 DEEMED CONSENT. If the Agent delivers a written request for the
Lenders' approval or a proposed amendment or modification to, or waiver of, this
Agreement, each Lender shall, within ten (10) Business Days of receiving such
request for approval or proposed amendment, modification or waiver, give Agent
written notice that either (i) it grants its consent or approves such amendment,
modification or waiver or (ii) it does not grant its consent or does not approve
such amendment, modification or waiver; provided that, except to the extent
hereinafter provided, if any Lender does not respond within such ten (10)
Business Days, such Lender shall be deemed to have granted its consent or
approved such amendment, modification or waiver. Notwithstanding the foregoing,
the deemed consent or approval proviso in the immediately preceding sentence
shall not apply to: (i) any matter that requires the consent or approval of all
Lenders; (ii) any matter that results in a change to Section 5.2.5, Section
7.1.12 or Section 7.1.13 or the definition of "CHANGE IN CONTROL"; or (iii) to
any matter that results in a change to any of the financial covenants contained
in Section 6.6.

8.7 INDEPENDENCE OF COVENANTS.

All covenants hereunder shall be given independent effect so that if a
particular action or condition is not permitted by any of such covenants, the
fact that it would be permitted by an exception to, or would otherwise be within
the limitations of, another covenant shall not avoid the occurrence of an Event
of Default or Potential Event of Default if such action is taken or condition
exists.
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8.8 NOTICES.

Unless otherwise specifically provided herein, any notice or other
communication herein required or permitted to be given shall be in writing and
may be personally served or sent by telefacsimile or courier service and shall
be deemed to have been received when delivered in person or by courier service
or upon receipt of the telefacsimile, as the case may be. For the purposes
hereof, the address of each party hereto shall be as set forth under such
party's name on the signature pages hereof or (i) as to any Loan Party and the
Agent, such other address as shall be designated by such Person in a written
notice delivered to the other parties hereto and (ii) as to each other party,
such other address as shall be designated by such party in a written notice
delivered to the Agent.

8.9 SURVIVAL OF REPRESENTATIONS, WARRANTIES AND AGREEMENTS.

8.9.1 Except as provided below, all representations, warranties and
agreements made herein shall survive the execution and delivery of this
Agreement and the making of the Loans and the issuance of the Letters of Credit
and shall terminate upon indefeasible payment in full of the Obligations,
notwithstanding anything in this Agreement or implied by law to the contrary.

8.9.2 Notwithstanding anything in this Agreement or implied by law to the
contrary, the agreements of Borrower set forth in Sections 4.10, 8.3 and 8.5
shall survive the payment in full of the other Obligations and the termination
of this Agreement.

8.10 AGENT'S DISCRETION.

Whenever pursuant to this Agreement or any other Loan Document the Agent
exercises any right given to it to approve or disapprove, or any arrangement or
term is to be satisfactory to the Agent, the decision of the Agent to approve or
disapprove or to decide whether arrangements or terms are satisfactory or not
satisfactory shall (except as is otherwise specifically herein provided) be in
the sole discretion of the Agent. Borrower acknowledges and agrees that,
notwithstanding anything in this Agreement to the contrary, certain decisions to
be made by the Agent under this Agreement may be subject to or determined by the
further decision by the Lenders or a percentage of the Lenders.

8.11 OBLIGATIONS SEVERAL; INDEPENDENT NATURE OF THE LENDERS' RIGHTS.

The obligations of the Lenders hereunder are several and no Lender shall be
responsible for the obligations of any other Lender hereunder. Nothing contained
herein or in any other Loan Document, and no action taken by the Lenders
pursuant hereto or thereto, shall be deemed to constitute the Lenders as a
partnership, an association, a joint venture or any other kind of entity. The
amounts payable at any time hereunder to each Lender shall be a separate and
independent debt, and each Lender shall be entitled to protect and enforce its
rights arising out of this Agreement and it shall not be necessary for any other
Lender to be joined as an additional party in any proceeding for such purpose.



95
<Page>

8.12 REMEDIES OF LOAN PARTIES.

In the event that a claim or adjudication is made that Agent or any Lender
or their respective agents has acted unreasonably or unreasonably delayed acting
in any case where by law or under this Agreement, the Note, the Mortgages or the
other Loan Documents, the Agent, such Lender or such agent, as the case may be,
has an obligation to act reasonably or promptly, the Loan Parties agree that
none of the Agent, any Lender or such agents, shall be liable for any monetary
damages, and each Loan Party's sole remedies shall be limited to commencing an
action seeking injunctive relief or declaratory judgment. The parties hereto
agree that any action or proceeding to determine whether the Agent or any Lender
has acted reasonably shall be determined by an action seeking declaratory
judgment.

8.13 MAXIMUM AMOUNT.

8.13.1 It is the intention of Borrower and the Lenders to conform strictly
to the usury and similar laws relating to interest from time to time in force,
and all agreements between the Loan Parties and their respective Subsidiaries
and the Lenders, whether now existing or hereafter arising and whether oral or
written, are hereby expressly limited so that in no contingency or event
whatsoever, whether by acceleration of maturity hereof or otherwise, shall the
amount paid or agreed to be paid in the aggregate to the Lenders as interest
(whether or not designated as interest, and including any amount otherwise
designated but deemed to constitute interest by a court of competent
jurisdiction) hereunder or under the other Loan Documents or in any other
agreement given to secure the indebtedness of Borrower to the Lenders, or in any
other document evidencing, securing or pertaining to the indebtedness evidenced
hereby, exceed the maximum amount permissible under applicable usury or such
other laws (the "MAXIMUM AMOUNT"). If under any circumstances whatsoever
fulfillment of any provision hereof, or any of the other Loan Documents, at the
time performance of such provision shall be due, shall involve exceeding the
Maximum Amount, then, ipso facto, the obligation to be fulfilled shall be
reduced to the Maximum Amount. For the purposes of calculating the actual amount
of interest paid and/or payable hereunder in respect of laws pertaining to usury
or such other laws, all sums paid or agreed to be paid to the holder hereof for
the use, forbearance or detention of the indebtedness of Borrower evidenced
hereby, outstanding from time to time shall, to the extent permitted by
Applicable Law, be amortized, pro-rated, allocated and spread from the date of
disbursement of the proceeds of the Notes until payment in full of all of such
indebtedness, so that the actual rate of interest on account of such
indebtedness is uniform through the term hereof. The terms and provisions of
this Section shall control and supersede every other provision of all agreements
between Borrower or any endorser of the Notes and the Lenders.

8.13.2 1If under any circumstances any Lender shall ever receive an amount
which would exceed the Maximum Amount, such amount shall be deemed a payment in
reduction of the principal amount of the Loans and shall be treated as a
voluntary prepayment and shall be so applied in accordance with this Agreement
hereof or if such excessive interest exceeds the unpaid balance of the Loans and
any other indebtedness of Borrower in favor of such Lender, the excess shall be
deemed to have been a payment made by mistake and shall be refunded to Borrower.
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8.14 MARSHALLING; PAYMENTS SET ASIDE.

Neither the Agent nor any Lender shall be under any obligation to marshal
any assets in favor of Borrower, any other Loan Party or any other party or
against or in payment of any or all of the Obligations. To the extent that
Borrower or any other Loan Party makes a payment or payments to the Lenders or
the Agent (or to the Agent for the benefit of the Lenders), or the Agent or the
Lenders enforce any security interests or the Agent or any Lender exercises its
rights of setoff, and such payment or payments or the proceeds of such
enforcement or setoff or any part thereof are subsequently invalidated, declared
to be fraudulent or preferential, set aside and/or required to be repaid to a
trustee, receiver or any other party under any bankruptcy law, any other state
or federal law, common law or any equitable cause of action, then, to the extent
of such recovery, the obligation or part thereof originally intended to be
satisfied, and all Liens, rights and remedies therefor or related thereto, shall
be revived and continued in full force and effect as if such payment or payments
had not been made or such enforcement or setoff had not occurred.

8.15 SEVERABILITY.

In case any provision in or obligation under this Agreement or any Note or
any other Loan Document shall be invalid, illegal or unenforceable in any
jurisdiction or under any set of circumstances, the validity, legality and
enforceability of the remaining provisions or obligations, or of such provision
or obligation in any other jurisdiction or under any other set of circumstances,
shall not in any way be affected or impaired thereby.



8.16 HEADINGS.

Section and Section headings in this Agreement are included herein for
convenience of reference only and shall not constitute a part of this Agreement
for any other purpose or be given any substantive effect.

8.17 APPLICABLE LAW.

THIS AGREEMENT AND THE RIGHTS AND OBLIGATIONS OF THE PARTIES HEREUNDER AND
UNDER THE OTHER LOAN DOCUMENTS SHALL BE GOVERNED BY, AND SHALL BE CONSTRUED AND
ENFORCED IN ACCORDANCE WITH, THE INTERNAL LAWS OF THE STATE OF NEW YORK
(INCLUDING WITHOUT LIMITATION SECTION 5-1401 OF THE GENERAL OBLIGATIONS LAW OF
THE STATE OF NEW YORK), WITHOUT REGARD TO CONFLICTS OF LAWS PRINCIPLES, EXCEPT
AS SET FORTH BELOW. THE PARTIES ACKNOWLEDGE THAT NEW YORK HAS A SUBSTANTIAL
RELATIONSHIP TO THE UNDERLYING TRANSACTIONS RELATED TO THIS AGREEMENT AND TO THE
PARTIES INVOLVED.

NOTWITHSTANDING THE FOREGOING, THE PARTIES AGREE THAT:

(A) THE LAW OF THE STATE IN WHICH EACH MORTGAGED PROPERTY IS SITUATED (THE
"SITUS STATE") GOVERNS PROCEDURES FOR ENFORCING, IN THE SITUS STATE, PROVISIONAL
REMEDIES DIRECTLY RELATED TO SUCH REAL PROPERTY, INCLUDING, WITHOUT LIMITATION,
APPOINTMENT OF A RECEIVER.
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(B) THE LAW OF THE SITUS STATE ALSO APPLIES TO THE EXTENT, BUT ONLY TO THE
EXTENT, NECESSARY TO CREATE, TO PERFECT, AND TO FORECLOSE THE SECURITY INTERESTS
AND LIENS CREATED BY THE LOAN DOCUMENTS, BUT DOES NOT APPLY TO ANY OBLIGATION
SECURED THEREBY. THOSE OBLIGATIONS ARE GOVERNED BY NEW YORK LAW. IN FURTHERANCE
OF THE FOREGOING, THE PARTIES STIPULATE AND AGREE THAT LENDER MAY ENFORCE IN
ACCORDANCE WITH NEW YORK LAW ANY OR ALL OF ITS RIGHTS TO SUE ANY LOAN PARTY
OTHER THAN THE NON-RECOURSE PARTIES TO COLLECT ANY INDEBTEDNESS, AND TO OBTAIN A
DEFICIENCY JUDGMENT AGAINST BORROWER IN THE SITUS STATE, NEW YORK, OR ELSEWHERE,
BEFORE OR AFTER FORECLOSURE, AND IF LENDER OBTAINS A DEFICIENCY JUDGMENT OUTSIDE
THE SITUS STATE, IT MAY ENFORCE THAT JUDGMENT IN THE SITUS STATE, AS WELL AS IN
OTHER STATES.

8.18 SUCCESSORS AND ASSIGNS.

This Agreement shall be binding upon the parties hereto and their
respective successors and assigns and shall inure to the benefit of the parties
hereto and the successors and assigns of the Agent and the Lenders. Neither the
Loan Parties' rights or obligations hereunder nor any interest therein may be
assigned or delegated by the Loan Parties.

8.19 CONSENT TO JURISDICTION AND SERVICE OF PROCESS.

ALL JUDICIAL PROCEEDINGS BROUGHT AGAINST THE LOAN PARTIES ARISING OUT OF OR
RELATING TO THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT, OR ANY OBLIGATIONS
THEREUNDER, MAY BE BROUGHT IN ANY STATE OR FEDERAL COURT OF COMPETENT
JURISDICTION IN THE STATE, COUNTY AND CITY OF NEW YORK. BY EXECUTING AND
DELIVERING THIS AGREEMENT, EACH LOAN PARTY, FOR ITSELF AND IN CONNECTION WITH
ITS PROPERTIES, IRREVOCABLY

(I) ACCEPTS GENERALLY AND UNCONDITIONALLY THE NONEXCLUSIVE
JURISDICTION AND VENUE OF SUCH COURTS;

(II) WAIVES ANY DEFENSE OF FORUM NON CONVENIENS;

(III) AGREES THAT SERVICE OF ALL PROCESS IN ANY SUCH PROCEEDING
IN ANY SUCH COURT MAY BE MADE BY REGISTERED OR CERTIFIED MAIL, RETURN RECEIPT
REQUESTED, TO BORROWER AT ITS ADDRESS PROVIDED IN ACCORDANCE WITH SECTION 8.8;

(IV) AGREES THAT SERVICE AS PROVIDED IN CLAUSE (III) ABOVE IS
SUFFICIENT TO CONFER PERSONAL JURISDICTION OVER COMPANY IN ANY SUCH PROCEEDING
IN ANY SUCH COURT, AND OTHERWISE CONSTITUTES EFFECTIVE AND BINDING SERVICE IN
EVERY RESPECT;
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(V) AGREES THAT LENDER RETAINS THE RIGHT TO SERVE PROCESS AND
PURSUE ITS REMEDIES IN ANY OTHER MANNER PERMITTED BY LAW AND TO BRING
PROCEEDINGS AGAINST THE LOAN PARTIES IN THE COURTS OF ANY OTHER JURISDICTION;
AND

(VI) AGREES THAT THE PROVISIONS OF THIS SECTION RELATING TO
JURISDICTION AND VENUE SHALL BE BINDING AND ENFORCEABLE TO THE FULLEST EXTENT
PERMISSIBLE UNDER NEW YORK GENERAL OBLIGATIONS LAW SECTION 5-1402 OR OTHERWISE.

8.20 WAIVER OF JURY TRIAL.



EACH OF THE PARTIES TO THIS AGREEMENT HEREBY AGREES TO WAIVE ITS RESPECTIVE
RIGHTS TO A JURY TRIAL OF ANY CLAIM OR CAUSE OF ACTION BASED UPON OR ARISING OUT
OF THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT OR ANY DEALINGS BETWEEN THEM
RELATING TO THE SUBJECT MATTER OF THIS LOAN TRANSACTION OR THE LENDER/BORROWER
RELATIONSHIP THAT IS BEING ESTABLISHED HEREBY AND THEREBY. The scope of this
waiver is intended to be all-encompassing of any and all disputes that may be
filed in any court and that relate to the subject matter of this transaction,
including contract claims, tort claims, breach of duty claims and all other
common law and statutory claims. Each party hereto acknowledges that this waiver
is a material inducement to enter into a business relationship, that each has
already relied on this waiver in entering into this Agreement and the other Loan
Documents, and that each will continue to rely on this waiver in their related
future dealings. Each party hereto further warrants and represents that it has
reviewed this waiver with its legal counsel and that it knowingly and
voluntarily waives its jury trial rights following consultation with legal
counsel. THIS WAIVER IS IRREVOCABLE, MEANING THAT IT MAY NOT BE MODIFIED EITHER
ORALLY OR IN WRITING (OTHER THAN BY A MUTUAL WRITTEN WAIVER SPECIFICALLY
REFERRING TO THIS SECTION AND EXECUTED BY EACH OF THE PARTIES HERETO), AND THIS
WAIVER SHALL APPLY TO ANY SUBSEQUENT AMENDMENTS, RENEWALS, SUPPLEMENTS OR
MODIFICATIONS TO THIS AGREEMENT OR ANY OF THE OTHER LOAN DOCUMENTS OR TO ANY
OTHER DOCUMENTS OR AGREEMENTS RELATING TO THE LOAN MADE HEREUNDER. In the event
of litigation, this Agreement may be filed as a written consent to a trial by
the court.

8.21 COUNTERPARTS; EFFECTIVENESS.

This Agreement and any amendments, waivers, consents or supplements hereto
or in connection herewith may be executed in any number of counterparts and by
different parties hereto in separate counterparts, each of which when so
executed and delivered shall be deemed an original, but all such counterparts
together shall constitute but one and the same instrument; signature pages may
be detached from multiple separate counterparts and attached to a single
counterpart so that all signature pages are physically attached to the same
document. This Agreement shall become effective upon the execution of a
counterpart hereof by each of the parties hereto and receipt by Borrower and
Lender of written or telephonic notification of such execution and authorization
of delivery thereof.
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8.22 MATERIAL INDUCEMENT.

Each Loan Party acknowledges that its representations, warranties,
covenants and agreements contained in this Agreement and the other Loan
Documents are material inducements to the Lenders to enter into this Agreement
and to make the Loans, that the Lenders have already relied on such
representations, warranties, covenants and agreements in entering into this
Agreement and agreeing to make the Loans (notwithstanding any investigation
heretofore or hereafter made by or on behalf of the Lenders), and that the
Lenders will continue to rely on such representations, warranties, covenants and
agreements in their future dealings with the Loan Parties. Borrower represents
and warrants that it has reviewed this Agreement and the other Loan Documents
with its legal counsel and that it knowingly and voluntarily is entering into
this Agreement and the other Loan Documents following consultation with legal
counsel.

8.23 ENTIRE AGREEMENT.

This Agreement is evidence of the indebtedness incurred pursuant hereto
and, taken together with all of the other Loan Documents and all certificates
and other documents delivered to Lender hereunder and thereunder, embodies the
entire agreement and supersedes all prior agreements, written and oral, relating
to the subject matter hereof. This Agreement and the other Loan Documents
constitute the final expression of the agreement between the parties hereto and
this Agreement and such other Loan Document may not be contradicted by evidence
of any alleged oral agreement.

8.24 ADDITIONAL MORTGAGED PROPERTY SUBSIDIARIES.

The initial Mortgaged Property Subsidiaries hereunder shall be such of the
Mortgaged Property Subsidiaries as are signatories to the Joinder attached
hereto on the date hereof. From time to time subsequent to the date hereof, and
pursuant to the terms of Section 2.13 of this Agreement, additional Mortgaged
Property Subsidiaries may become parties hereto, as additional Loan Parties
(each an "ADDITIONAL LOAN PARTY"), by executing a counterpart of this Agreement
in the form attached as Schedule 8.24 hereto. Upon delivery of any such
counterpart to the Agent, notice of which is hereby waived by the Loan Parties,
each such Additional Loan Party shall be a Loan Party as fully a party hereto as
if such Additional Loan Party were an original signatory hereof. Each Loan Party
expressly agrees that its obligations arising hereunder shall not be affected or
diminished by the addition or release of any other Loan Party hereunder, nor by
any election of the Agent not to cause any Mortgaged Property Subsidiary to
become an Additional Loan Party hereunder.



8.25 LENDER INTEREST RATE AGREEMENTS.

Any Lender may, from time to time in its sole and absolute discretion and
as approved by Agent in its reasonable discretion, enter into one or more Lender
Interest Rate Agreements with Borrower. The obligations of the applicable Loan
Party under the Existing Lender Interest Rate Agreement shall rank pari passu
with the Obligations of the Loan Parties hereunder and shall be secured by the
Collateral. The obligations of the applicable Loan Party under any Lender
Interest Rate Agreement which is entered into after the expiration or early
termination of the Existing Lender Interest Rate Agreement shall be secured by
the Collateral only as to the first
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Five Million Dollars ($5,000,000) of obligations thereunder (the "SECURED IRA
OBLIGATIONS"), with any remaining obligations of the applicable Loan Party
thereunder being unsecured obligations of such Loan Party, provided that (a)
such Secured IRA Obligations shall be expressly subordinated and junior in right
to payment and performance to the payment and performance of the Obligations of
the Loan Parties hereunder and (b) no more than one (1) Lender Interest Rate
Agreement, the obligations under which are secured in whole or in part by the
Collateral as provided herein, shall be in existence at any one time. Each
Interest Rate Exchanger (a) hereby appoints Agent to act as agent in connection
with the applicable Lender Interest Rate Agreement, it being understood and
agreed by each Interest Rate Exchanger that it shall have no right individually
to enforce any remedy in connection with any Lender Interest Rate Agreement, and
(b) hereby agrees to indemnify Agent pursuant to Section 9.4 in connection with
actions taken (or not taken) by Agent in connection herewith.

ARTICLE 9
AGENT

9.1 APPOINTMENT.

Bankers Trust Company is hereby appointed the Agent hereunder and under the
other Loan Documents and each Lender hereby authorizes the Agent to act as its
agent in accordance with the terms of this Agreement and the other Loan
Documents. The Agent agrees to act upon the express conditions contained in this
Agreement and the other Loan Documents, as applicable. The provisions of this
Article 9 are solely for the benefit of the Agent and Lenders and no Loan Party
or any other Person shall have any rights as a third party beneficiary of any of
the provisions hereof. In performing its functions and duties under this
Agreement and the other Loan Documents, the Agent shall act solely as an agent
of Lenders and does not assume and shall not be deemed to have assumed any
obligation towards or relationship of agency or trust with or for Borrower, any
other Loan Party or any of their respective Subsidiaries.

9.2 POWERS; GENERAL IMMUNITY.

9.2.1 DUTIES SPECIFIED. Each Lender irrevocably authorizes the Agent to
take such action on such Lender's behalf and to exercise such powers hereunder
and under the other Loan Documents as are specifically delegated to the Agent by
the terms hereof and thereof, together with such powers as are reasonably
incidental thereto. The Agent shall have only those duties and responsibilities
that are expressly specified in this Agreement and the other Loan Documents and
it may perform such duties by or through its agents or employees. The Agent
shall not have, by reason of this Agreement or any of the other Loan Documents,
a fiduciary relationship in respect of any Lender; and nothing in this Agreement
or any of the other Loan Documents, expressed or implied, is intended to or
shall be so construed as to impose upon the Agent any obligations in respect of
this Agreement or any of the other Loan Documents except as expressly set forth
herein or therein. The Agent shall be deemed to have exercised reasonable care
in servicing the Loans if it accords the Loans treatment substantially equal to
that which the Agent accords loans for its own account.

9.2.2 NO RESPONSIBILITY FOR CERTAIN MATTERS. The Agent shall not be
responsible to any Lender for the execution, effectiveness, genuineness,
validity, enforceability, collectibility or
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sufficiency of this Agreement or any Loan Document or for any representations,
warranties, recitals or statements made herein or therein or made in any written
or oral statements or in any financial or other statements (other than
representations made by the Agent in this Agreement), instruments, reports or
certificates or any other documents furnished or made by the Agent to Lenders or
by or on behalf of any Loan Party to the Agent or any Lender in connection with
the other Loan Documents and the transactions contemplated thereby or for the
financial condition or business affairs of Borrower or any other Person liable
for the payment of any Obligations, nor (except as expressly set forth in the
Loan Documents) shall the Agent be required to ascertain or inquire as to the
performance of any of the provisions of the Loan Documents or the existence or
possible existence of any Event of Default or Potential Event of Default.



Anything contained in this Agreement or in the other Loan Documents to the
contrary notwithstanding, the Agent shall not have any liability arising from
confirmations of the amount of outstanding Loans or the component amounts
thereof, absent gross negligence or willful misconduct.

9.2.3 EXCULPATORY PROVISIONS. Neither the Agent nor any of its officers,
directors, employees or agents shall be liable to Lenders for any action taken
or omitted by the Agent under or in connection with any of the Loan Documents
except to the extent caused by the Agent's gross negligence or willful
misconduct. If the Agent shall request instructions from Lenders with respect to
any act or action (including the failure to take an action) in connection with
this Agreement or any of the other Loan Documents, the Agent shall be entitled
to refrain from such act or taking such action unless and until the Agent shall
have received instructions from Majority Lenders (or, if expressly required by
the terms of this Agreement, all Lenders). Without prejudice to the generality
of the foregoing, (i) the Agent shall be entitled to rely, and shall be fully
protected in relying, upon any communication, instrument or document believed by
it to be genuine and correct and to have been signed or sent by the proper
Person or Persons, and shall be entitled to rely and shall be protected in
relying on opinions and judgments of attorneys (who may be attorneys for one or
more of the Loan Parties and their respective Subsidiaries), accountants,
experts and other professional advisors selected by it; and (ii) no Lender shall
have any right of action whatsoever against the Agent as a result of the Agent
acting or (where so instructed) refraining from acting under this Agreement or
any of the other Loan Documents in accordance with the instructions of Majority
Lenders (or, if expressly required by this Agreement, all Lenders).

9.2.4 AGENT ENTITLED TO ACT AS LENDER. The agency hereby created shall in
no way impair or affect any of the rights and powers of, or impose any duties or
obligations upon, the Agent in its individual capacity as a Lender hereunder.
With respect to its participation in the Loans, the Agent shall have the same
rights and powers hereunder as any other Lender and may exercise the same as
though it were not performing the duties and functions delegated to it
hereunder, and the term "LENDER" or "LENDERS" or any similar term shall, unless
the context clearly otherwise indicates, include the Agent in its individual
capacity as a Lender. The Agent and its Affiliates may accept deposits from,
lend money to and generally engage in any kind of banking, trust, financial
advisory or other business with any Loan Party or any of their respective
Affiliates as if it were not performing the duties specified herein, and may
accept fees and other consideration from Borrower or any other Loan Party for
services in connection with this Agreement and otherwise without having to
account for the same to Lenders. Without limiting the generality of the
foregoing, each Lender hereby acknowledges that, as of the date of this
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Agreement, Bankers Trust Company is the lender under, and holds the Indebtedness
of the borrowers under, the Term Loan Agreement.

9.2.5 CERTAIN DUTIES OF AGENT. Notwithstanding anything herein to the
contrary, upon and during the continuation of any Event of Default, Agent shall
be required to take such action and refrain from taking such action on behalf of
Lenders as directed in writing by the Supermajority Lenders or, with respect to
any action or inaction that requires the approval of all Lenders under this
Agreement, all of the Lenders; provided, however, that Agent shall not be
required to so act or not act if to do so would be contrary to any Loan Document
or Applicable Law.

9.3 REPRESENTATIONS AND WARRANTIES; NO RESPONSIBILITY FOR APPRAISAL OF
CREDITWORTHINESS.

Each Lender represents and warrants that it has made its own independent
investigation of the financial condition and affairs of Borrower, the other Loan
Parties and their respective Subsidiaries in connection with the making of the
Loans under the Credit Agreement and that it has made and shall continue to make
its own appraisal of the creditworthiness of Borrower, the other Loan Parties
and their respective Subsidiaries. The Agent shall not have any duty or
responsibility, either initially or on a continuing basis, to make any such
investigation or any such appraisal on behalf of Lenders. The Agent shall not
have any responsibility with respect to the accuracy of or the completeness of
any information provided by the Agent to Lenders.

9.4 RIGHT TO INDEMNITY.

Each Lender, in proportion to its Pro Rata Share, severally agrees to
indemnify the Agent, to the extent that the Agent shall not have been reimbursed
by Borrower or any other Loan Party within 30 days of delivery by the Agent to
Borrower of a written request for reimbursement, for and against any and all
liabilities, obligations, losses, damages, penalties, actions, judgments, suits,
costs, expenses (including, without limitation, counsel fees and disbursements)
or disbursements of any kind or nature whatsoever which may be imposed on,
incurred by or asserted against the Agent in performing its duties hereunder or
under the other Loan Documents or otherwise in its capacity as the Agent in any
way relating to or arising out of this Agreement or the other Loan Documents;



provided that no Lender shall be liable for any portion of such liabilities,
obligations, losses, damages, penalties, actions, judgments, suits, costs,
expenses or disbursements resulting from the Agent's gross negligence or willful
misconduct; provided further that upon the consummation of an assignment of all
or any portion of a Lender's interest under the Loan Documents in accordance
with this Agreement (including without limitation the requirements that (i) the
assignee assume all obligations (or the applicable percentage thereof) of the
assigning Lender and (ii) the Agent consent in writing to such assignment), the
assigning Lender shall be released from its obligations pursuant to this Section
9.4 (or the applicable percentage thereof). If any indemnity furnished to the
Agent for any purpose shall, in the opinion of the Agent, be insufficient or
become impaired, the Agent may call for additional indemnity and cease, or not
commence, to do the acts indemnified against until such additional indemnity is
furnished. The Agent shall remit to each applicable Lender its allocable share
of any recovery from Borrower or another Loan Party of amounts previously paid
by such Lender.
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9.5 PAYEE OF NOTE TREATED AS OWNER.

The Agent may deem and treat the holder of any Note as the owner thereof
for all purposes hereof unless and until a written notice of the assignment or
transfer thereof shall have been filed with the Agent by the registered holder
of the applicable Note. Any request, authority or consent of any Person who, at
the time of making such request or giving such authority or consent, is the
holder of any Note shall be conclusive and binding on any subsequent holder,
transferee or assignee of that Note or of any Note or Notes issued in exchange
therefor.

9.6 SECURITY DOCUMENTS, ETC.

9.6.1 SECURITY DOCUMENTS. Each Lender hereby further authorizes the Agent
to enter into the Security Documents as secured party on behalf of and for the
benefit of Lenders in connection with the Obligations and agrees to be bound by
the terms of the Security Documents; provided that anything in this Agreement or
the other Loan Documents to the contrary notwithstanding:

9.6.1.1 The Agent is authorized on behalf of all Lenders, without the
necessity of any notice to or further consent from the Lenders, from time to
time to take any action with respect to any Collateral or the Security Documents
which may be necessary or reasonably desirable to perfect and maintain perfected
the security interest in and Liens upon the Collateral granted pursuant to the
Security Documents.

9.6.1.2 The Lenders irrevocably authorize the Agent, at its option and
in its discretion, to release any Lien granted to or held by the Agent upon any
Collateral (a) upon termination of the Commitments and payment in full of the
Loans and all other Obligations payable under this Agreement and under any other
Loan Document; (b) constituting property sold or to be sold or disposed of as
part of or in connection with any disposition permitted under this Agreement
(including the application of Insurance Proceeds and Condemnation Proceeds in
accordance with the terms of this Agreement); (c) constituting property leased
to any Loan Party under a lease which has expired or been terminated in a
transaction permitted under this Agreement or is about to expire and which has
not been, and is not intended by such Loan Party to be, renewed or extended; or
(d) consisting of an instrument evidencing Indebtedness if the Indebtedness
evidenced thereby has been paid in full. Upon request by the Agent at any time,
Lenders will confirm in writing the Agent's authority to release or otherwise
deal with particular types or items of Collateral pursuant to this Section
9.6.1.

9.6.2 LENDER ACTION. Anything contained in any of the Loan Documents
to the contrary notwithstanding, each Lender agrees that, without prior
written consent of the Agent, no Lender shall have any right individually to
realize upon any of the Collateral under the Security Documents (including
without limitation through the exercise of a right of set-off against call
deposits of such Lender in which any funds on deposit in the Security
Documents may from time to time be invested), it being understood and agreed
that all rights and remedies under the Security Documents may be exercised
solely by the Agent for the benefit of Lenders in accordance with the terms
thereof.
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9.7 SUCCESSOR AGENT.

The Agent may resign at any time by giving thirty (30) days' prior written
notice thereof to Lenders and Borrower, and the Agent may be removed at any time
solely for cause by an instrument or concurrent instruments in writing delivered
to Borrower and the Agent and signed by all Lenders (excluding Agent). Upon any
such notice of resignation or any such removal, the Lenders (excluding Agent)
shall have the right, upon five Business Days' notice to Borrower, to appoint a



successor Agent

resignation,
notice,
the case of a removal for cause, upon
have the right to appoint a successor
appointment as the Agent hereunder by
shall thereupon succeed to and become
privileges and duties of the retiring

by the thirtieth (30th)

(which successor shall,
Default or Event of Default, be reasonably acceptable to Borrower);
that if such Lenders cannot agree on a successor Agent

the Agent shall have the right to appoint a successor Agent,

in the absence of any Potential Event of
provided,

(a) in the case of a

day after the Agent's delivery of such

or (b) in
such removal, the Majority Lenders shall
Agent. Upon the acceptance of any

a successor Agent, that successor Agent
vested with all the rights, powers,

or removed Agent and the retiring or

removed Agent shall be discharged from its duties and obligations under this
Agreement. After any retiring or removed Agent's resignation or removal
hereunder as the Agent, such retiring or removed Agent shall continue to have
the benefit of the provisions of this Agreement with respect to any actions
taken or omitted to be taken by it while it was the Agent under this Agreement
and the other Loan Documents.

[Remainder of page intentionally left blank.]

105
<Page>

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
duly executed and delivered by their respective officers thereunto duly
authorized as of the date first written above.

LOAN PARTIES: CORPORATE OFFICE PROPERTIES, L.P.,
a Delaware limited partnership

Corporate Office Properties Trust,
a Maryland real estate investment trust,
its sole general partner

By:

By:

Its:

Notice Address:

Corporate Office Properties Trust
8815 Centre Park Drive, Suite 400
Columbia, Maryland 21045

CORPORATE OFFICE PROPERTIES TRUST,
a Maryland real estate investment trust

By:

Its:

Its:

Notice Address:

Corporate Office Properties Trust

8815 Centre Park Drive, Suite 400
Columbia, Maryland 21045
S-1
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LENDERS AND AGENT: BANKERS TRUST COMPANY,

as a Lender and the Agent

By:

Notice Address:

Bankers Trust Company
200 Crescent Court, Suite 1040
Dallas, Texas 75201



Attention: Linda Davis

THE BANK OF NOVA SCOTIA,
as a Lender

By:

Notice Address:

The Bank of Nova Scotia

One Liberty Plaza, 26th Floor
New York, New York 10006
Attention: Neil Crawford

FLEET NATIONAL BANK,
as a Lender

By:

Notice Address:

Fleet National Bank

100 Federal Street, 9th Floor
Boston, Massachusetts 02110
Attention: James B. McLaughlin
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CHEVY CHASE BANK, FSB,
as a Lender

By:

Notice Address:

Chevy Chase Bank, FSB

8401 Connecticut Avenue, 9th Floor
Chevy Chase, Maryland 20815
Attention: Jordan O'Neill

BRANCH BANKING & TRUST COMPANY,
as a Lender

By:

Notice Address:

Branch Banking & Trust Company
2661 Riva Road, Building 700
Annapolis, Maryland 21403
Attention: Elizabeth Paulson
SUNTRUST BANK

(FORMERLY CRESTAR BANK),
as a Lender

By:

Notice Address:



Suntrust Bank

8245 Boone Boulevard, Suite 820
Vienna, Virginia 22182
Attention: Nancy B. Richards
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KEYBANK NATIONAL ASSOCIATION,
as a Lender

By:

Notice Address:

KeyBank National Association
127 Public Square

Cleveland, Ohio 44114-1306

Attention: Donald W. Woods

PROVIDENT BANK,
A MARYLAND BANKING INSTITUTION,
as a Lender

By:

Notice Address:

Provident Bank

114 East Lexington Avenue, 4th Floor

Mail Code 457

Baltimore, Maryland 21202

Attention: Christopher Nevin/Carole Stafford
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APPENDIX I
DEFINED TERMS

"ACQUISITION AGREEMENTS" means, collectively, the agreements entered into
after the Closing Date by COPT or any of its Subsidiaries in connection with the
acquisition of any fee interest in any Mortgaged Property.

"ACQUISITION DATE" means, with respect to any Mortgaged Property, the date
such Mortgaged Property was acquired by Borrower or, if applicable, a Mortgaged
Property Subsidiary.

"ADDITION CERTIFICATE" means a certificate delivered to the Agent by
Borrower pursuant to Section 2.13 substantially in the form attached as Exhibit
F hereto.

"ADDITION DATE" means the following:

(i) with respect to any Mortgaged Property listed on SCHEDULE 1.1A as of
the Closing Date, the Closing Date;

(ii) with respect to any Additional Mortgaged Property designated after the
Closing Date in accordance with Section 2.13, the effective date on which such
Additional Mortgaged Property is added to the Borrowing Base in accordance with
the provisions of Section 2.13.

"ADDITIONAL MORTGAGED PROPERTY" has the meaning assigned to that term in
Section 2.13.

"ADJUSTED LIBOR RATE" means, for any Interest Rate Determination Date with
respect to a LIBOR Rate Loan, the rate per annum obtained by DIVIDING (i) the
LIBOR offered rate for deposits with maturities comparable to the Interest
Period for which such Adjusted LIBOR Rate will apply as of approximately 10:00
A.M. (New York time) on such Interest Rate Determination Date as reasonably
determined by the Agent, BY (ii) a percentage equal to 100% MINUS the stated
maximum rate of all reserve requirements (including any marginal, emergency,
supplemental, special or other reserves) applicable on such Interest Rate



Determination Date to any member bank of the Federal Reserve System in respect
of "EUROCURRENCY LIABILITIES" as defined in Regulation D (or any successor
category of liabilities under Regulation D).
"AFFECTED LENDER" has the meaning assigned to that term in Section 2.11.3.
"AFFECTED LOANS" has the meaning assigned to that term in Section 2.11.3.

"AFFILIATE" means with respect to any Person, any other Person directly or
indirectly controlling, controlled by, or under common control with, that

Person. For the purposes of this definition, "control" (including, with
correlative meanings, the terms "controlling", "controlled by" and "under common
control with"), as applied to any Person, means the possession, directly or

indirectly, of the power to direct or cause the direction of the management and
policies of that Person, whether through the ownership of voting securities or
by contract or otherwise.
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"AGENT" has the meaning assigned to that term in the introduction to this
Agreement and also means and includes any successor Agent hereunder.

"AGREEMENT" means this Senior Secured Revolving Credit Agreement dated as
of the date first written above, as it may be amended, restated, supplemented or
otherwise modified from time to time.

"ALTA" means the American Land Title Association or any successor thereto.
"ANNIVERSARY" means each anniversary of the Closing Date.

"APPLICABLE LAWS" means, collectively, all statutes, laws, rules,
regulations, ordinances, orders, decisions, writs, Jjudgments, decrees and
injunctions of Governmental Authorities (including Environmental Laws) affecting
Borrower, any Loan Party or the Collateral or any part thereof (including the
acquisition, development, construction, Renovation, occupancy, use, improvement,
alteration, management, operation, maintenance, repair or restoration thereof),
whether now or hereafter enacted and in force, and all Authorizations relating
thereto, and all covenants, conditions and restrictions contained in any
instruments, either of record or known to Borrower or any other Loan Party, at
any time in force affecting any Property or any part thereof, including any such
covenants, conditions and restrictions which may (i) require improvements,
repairs or alterations in or to such Property or any part thereof or (ii) in any
way limit the use and enjoyment thereof; for purposes of usury, Applicable Laws
means the law of the State of New York applicable to maximum rates of interest.

"APPLICABLE MARGIN" means, for each of the calendar months during a
calendar quarter, the percent per annum figure applicable pursuant to the
table directly below, as determined on the basis of the financial reports
delivered by Borrower to Lender pursuant to Section 5.1.4 and the accompanied
Compliance Certificate delivered by Borrower pursuant to Section 5.1.8
regarding the immediately preceding calendar quarter. The Applicable Margin
determined on the basis of the financial statements delivered by Borrower
during a certain calendar quarter will take effect as of the first day of the
first month of the following calendar quarter. By way of example, Borrower
will report its Consolidated Total Indebtedness to Consolidated Total Assets
ratio pursuant to Section 6.6.5 with respect to the first calendar quarter
during the second calendar quarter. The Applicable Margin derived from such
ratio will take effect as of the first day of the first month in the third
calendar quarter and will remain in effect during all three months in the
third calendar quarter. If Borrower fails to deliver complete and accurate
reports in accordance with and within the time period required by Section
5.1.4, then the Applicable Margin shall be determined on the basis of such
adjustments to the previous financial reports delivered by Borrower to
Lenders, as reasonably determined necessary by the Agent, in order to correct
for any error or omission in or failure of delivery of such financial reports.
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<Table>
<Caption>
CONSOLIDATED TOTAL
INDEBTEDNESS TO CONSOLIDATED
TOTAL ASSETS RATIO UNDER APPLICABLE MARGIN
SECTION 6.6.5 (ADJUSTED LIBOR RATE PLUS)
<S> <C>
>60.0% 2.00%
>50.0% < = 60.0% 1.75%
< = 50.0% 1.50%
</Table>

"APPRAISAL" means, with respect to any Mortgaged Property or any
Additional Mortgaged Property, a written appraisal of such Mortgaged Property



prepared by an Appraiser and requested by the Agent pursuant to Section 5.6.2
or delivered to the Agent pursuant to Section 3.1.12, in each case determined
on an "as is" basis and otherwise in form, content and methodology
satisfactory to the Agent and in compliance with all applicable legal and
regulatory requirements (including the requirements of Title XI of the
Financial Institutions Reform, Recovery and Enforcement Act of 1989, 12
U.S.C. Sections 3331, et seqg., as amended (or any successor statute thereto),
and the regulations promulgated thereunder).

"APPRAISED VALUE" means, as of any date of determination and with respect
to any Mortgaged Property, the appraised value of such Mortgaged Property, in
each case as most recently determined by an Appraisal approved by the Agent on
or before such date of determination and subject to the requirements set forth
in Section 5.6.2.

"APPRAISER" means any independent appraiser selected by the Agent and
reasonably acceptable to Borrower who meets all regulatory requirements
applicable to the Agent and the Lenders, who is a member of the Appraisal
Institute with a national practice and who has at least 10 years experience with
real estate of the same type as the Property to be appraised.

"APPROVED BANK" means banks which have (i) (a) a minimum net worth of
$500,000,000 and/or (b) total assets of $10,000,000,000, and (ii) a minimum long
term debt rating of (a) BBB+ or higher by S&P, and (b) Baal or higher by
Moody's.

"APPROVED ENVIRONMENTAL CONSULTANT" means any of the environmental
consultants who prepared the environmental audits delivered to the Agent
pursuant to Section 3.1.11 or any other qualified, independent environmental
consultant reasonably acceptable to the Agent.

"ASSIGNMENT AGREEMENT" shall mean an agreement substantially in the form of
Exhibit G annexed hereto.

"ASSIGNMENT OF RENTS AND LEASES" means each Assignment of Rents and Leases
executed and acknowledged by Borrower or, if applicable, a Mortgaged Property
Subsidiary in favor of the Agent for the benefit of the Lenders in form and
substance satisfactory to the Agent, and including any such Assignment of Rents
and Leases delivered pursuant to the Existing Agreement as each has been amended
concurrently herewith, and as any such Assignment of Rents and Leases may be
amended, restated, supplemented, consolidated, extended or otherwise modified
from time to time in accordance with the terms thereof and hereof.
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"AUTHORIZATION" means any authorization, approval, franchise, license,
variance, land use entitlement, sewer and waste water discharge permit, storm
water discharge permit, air pollution authorization to operate, certificate of
occupancy, municipal water and sewer connection permit, and any like or similar
permit now or hereafter required for the construction or renovation of any
Improvements located on any Mortgaged Property or for the use, occupancy or
operation of any Mortgaged Property and all amendments, modifications,
supplements and addenda thereto.

"AUTHORIZED OFFICER" means the President; Chief Executive Officer; Senior
Vice President; Chief Investment Officer; and Vice President, Finance and
Treasurer of COPT, the sole general partner of Borrower.

"AVAILABLE AMOUNT" means, as of the date of determination, the least of (i)
the Borrowing Base then in effect; (ii) the aggregate amount of Commitments then
in effect; and (iii) the aggregate amount of title insurance pursuant to Title
Policies delivered pursuant to Section 3.1.6.4 with respect to Mortgaged
Properties.

"BANKRUPTCY CODE" means Title 11 of the United States Code entitled
"BANKRUPTCY", as now and hereafter in effect, or any successor statute.

"BASE RATE" means, at any time, the rate per annum that is the higher of
(i) the Prime Rate or (ii) the sum of (a) the Federal Funds Effective Rate plus
(b) 1/2 of 1%.

"BASE RATE LOANS" means Loans bearing interest at rates determined by
reference to the Base Rate as provided in Section 2.7.

"BLUE BELL PROPERTIES" means those Mortgaged Properties located at 751,
753, 760 and 785 Jolly Road, Blue Bell, Pennsylvania.

"BORROWER" has the meaning assigned to that term in the introduction to
this Agreement.

"BORROWING BASE" means, as of any date of determination from and after the
Closing Date through and including the Maturity Date, the amount determined by
the Agent as of the last day of the preceding month or, if subsequent thereto,
the most recent Addition Date or Release Date, that is equal to the sum of the



Property Amounts in respect of all Mortgaged Properties as of such date of
determination. The Borrowing Base is subject to recomputation and adjustment
from time to time as provided in this Agreement.

"BORROWING BASE CERTIFICATE" means a certificate substantially in the form
annexed hereto as Exhibit E delivered by Borrower pursuant to Section 3.1.4.4 or
5.1.2.

"BUSINESS DAY" means (i) for all purposes other than as covered by (ii)
below, any day excluding Saturday, Sunday and any day which is a legal holiday
under the laws of the State of New York or is a day on which banking
institutions located in such state are authorized or required by law or other
governmental action to close and (ii) with respect to notices, determinations,
fundings and payments in connection with the Adjusted LIBOR Rate or any LIBOR
Rate Loans, any day that is a Business Day described in clause (i) above and
that is also a day for trading by and between banks in Dollar deposits in the
London interbank market.
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"CAPITAL EXPENDITURES" means, with respect to any Property, for any period
and as of any date of determination, all expenditures for capital improvements,
determined in accordance with GAAP.

"CAPITAL STOCK" means, with respect to any Person, any capital stock,
partnership, limited liability company or joint venture interests of such Person
and shares, interests, participations or other ownership interests (however
designated) of any Person and any rights (other than debt securities convertible
into any of the foregoing), warrants or options to purchase any of the
foregoing.

"CASH" means money, currency or a credit balance in a Deposit Account.

"CASH EQUIVALENTS" means, as of any date of determination, (i) marketable
securities (a) issued or directly and unconditionally guaranteed as to interest
and principal by the United States of America or (b) issued by any agency of the
United States of America the obligations of which are backed by the full faith
and credit of the United States of America, in each case maturing within one
year after such date; (ii) marketable direct obligations issued by any state of
the United States of America or any political subdivision of any such state or
any public instrumentality thereof, in each case maturing within one year after
such date and having, at the time of the acquisition thereof, the highest rating
obtainable from either S&P or Moody's; (iii) commercial paper maturing no more
than one year from the date of creation thereof and having, at the time of the
acquisition thereof, a rating of at least A-1 from S&P or at least P-1 from
Moody's; (iv) LIBOR deposits due within one year of any commercial banks whose
outstanding senior long-term debt securities are rated either A- or higher by
S&P or A-3 or higher by Moody's; (v) repurchase obligations with a term of not
more than 7 days for underlying securities of the types described in clause (i)
of this paragraph with any bank meeting the qualifications specified in clause
(vi) of this paragraph; (vi) certificates of deposit or bankers' acceptances
maturing within one year after such date and issued or accepted by Lender or by
any commercial bank organized under the laws of the United States of America or
any state thereof or the District of Columbia that (a) is at least "adequately
capitalized" (as defined in the regulations of its primary Federal banking
regulator) and (b) has Tier 1 capital (as defined in such regulations) of not
less than $100,000,000; and (vii) shares of any money market mutual fund that
(a) has at least 95% of its assets invested continuously in the types of
investments referred to in clauses (i) and (ii) above, (b) has net assets of not
less than $500,000,000, and (c) has the highest rating obtainable from either
S&P or Moody's.

"CHANGE IN CONTROL" means the occurrence of either or both of the
following:

(a) any Person (including a Person's Affiliates) or group (as
that term is understood under Section 13(d) of the Securities Exchange Act
of 1934, as amended (the "EXCHANGE ACT") and the rules and regulations
thereunder) shall have acquired after the Closing Date beneficial ownership
(within the meaning of Rule 13d-3 under the Exchange Act) of securities of
COPT which, together with other securities beneficially owned by such
Person (including such Person's Affiliates) or group, result in a holding
of thirty percent (30%) or more of the voting power in the election of
trustees of all securities of COPT then outstanding, expressly excluding,
however, any Person that, as of the Closing Date, holds thirty percent
(30%) or more of such voting securities; or
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(b) during any period of up to twelve (12) consecutive months,
commencing on or after the Closing Date, individuals who were Trustees of
COPT at the beginning of such twelve (12) month period ("CONTINUING
TRUSTEES"), plus any new Trustees whose election or appointment was



approved by a majority of the Continuing Trustees then in office, shall
cease for any reason to constitute a majority of the Board of Trustees.

"CLOSING DATE" means March 8, 2002.

"COLLATERAL" means, collectively, all property (including, without
limitation, Capital Stock, Partnership Interests and promissory notes and other
evidences of Indebtedness), whether real, personal or mixed, tangible or
intangible, owned or to be owned or leased or to be leased or otherwise held or
to be held by any Loan Party or in which any Loan Party has or shall acquire an
interest, to the extent of such Loan Party's interest therein, now or hereafter
granted, assigned, transferred, mortgaged or pledged to the Agent and/or the
Lenders or in which a Lien is granted to the Agent and/or the Lenders to secure
all or any part of the Obligations, whether pursuant to the Security Documents
or otherwise, including, without limitation, the Mortgaged Properties, the
Leases and Rents and any and all proceeds of the foregoing.

"COMMITMENT" means, collectively, the commitments of the Lenders to make
Loans to Borrower pursuant to Section 2.1.1, the aggregate outstanding principal
amount of such Loans not to exceed One Hundred Fifty Million Dollars
($150,000,000) at any time.

"COMPLIANCE CERTIFICATE" means a certificate delivered to Lender by
Borrower pursuant to Section 5.1.8 substantially in the form attached as Exhibit
D hereto.

"CONDEMNATION PROCEEDS" means all compensation, awards, damages, rights of
action and proceeds awarded to any Loan Party by reason of any Taking.

"CONSOLIDATED ADJUSTED NET INCOME" means, for any period and without
duplication, for COPT and its Subsidiaries, the sum of the amounts for such
period of (i) Consolidated Net Income, (ii) Consolidated Interest Expense, (iii)
provisions for taxes based on income, (iv) total depreciation expense, (v) total
amortization expense, (vi) losses on the sales of Mortgaged Properties and other
Properties, debt restructurings or other nonrecurring expenses, and (vii)
expenses attributable to minority interests; LESS the sum for such period of (a)
a recurring capital expense reserve equal to $0.15 per net rentable square foot
for all Properties, (b) gains on the sales of Mortgaged Properties and other
Properties, debt restructurings or other non-recurring income, and (c) income
attributable to minority interests, and as adjusted in a manner acceptable to
Agent for straight line rents, all of the foregoing as determined on a
consolidated basis for COPT and its Subsidiaries in conformity with GAAP.

"CONSOLIDATED FIXED CHARGES" means, for any period, the sum of the amounts
for such period of (i) Consolidated Interest Expense PLUS (ii) regularly
scheduled principal amortization payments required by any Indebtedness (except
balloon payments) .

"CONSOLIDATED FUNDS FROM OPERATIONS" means net income (loss) (computed in
accordance with GAAP), excluding gains (or losses) from debt restructuring and
sales of property, plus depreciation and amortization (specifically including
the amortization of deferred financial costs), and after adjustments for
unconsolidated partnerships and joint ventures.
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Adjustments for unconsolidated partnerships and joint ventures will be
calculated to reflect funds from operations on the same basis. Consolidated
Funds from Operations does not represent cash generated from operating
activities in accordance with GAAP and, therefore, should not be considered as a
substitute for net income as a measure of results of operations or cash flow
from operations calculated in accordance with GAAP as a measure of liquidity.

"CONSOLIDATED INTEREST EXPENSE" means, for any period, total interest
expense (including that portion attributable to capital leases in accordance
with GAAP and capitalized interest) of COPT and its Subsidiaries on a
consolidated basis with respect to all outstanding Indebtedness of COPT and its
Subsidiaries, such interest to be calculated for purposes of this Agreement
against the outstanding principal amounts of such Indebtedness as follows:

(a) for the Loans, using a constant based on the greater of (i) the
weighted average of actual interest rates then accruing on Loans made hereunder,
and (ii) the then-current 10-year Treasury Rate as of the date of determination,
plus 1.75%, instead of the interest rates actually applicable thereto;

(b) all other fixed rate Indebtedness, at the interest rates actually
applicable thereto; and

(c) for all other variable rate Indebtedness, using a constant based on
the then-current 10-year Treasury Rate as of the date of determination, plus
1.75%, instead of the interest rates actually applicable thereto.

"CONSOLIDATED NET INCOME" means, for any period, the net income (or loss)
of COPT and its Subsidiaries on a consolidated basis for such period taken as a



single accounting period determined in conformity with GAAP; provided that there
shall be excluded (i) the income (or loss) of any Person (other than a
Subsidiary of COPT) in which any other Person (other than COPT or any of its
Subsidiaries) has a joint interest, except to the extent of the amount of
dividends or other distributions actually paid to COPT or any of its
Subsidiaries by such Person during such period, (ii) the income (or loss) of any
Person accrued prior to the date it becomes a Subsidiary of COPT or is merged
into or consolidated with COPT or any of its Subsidiaries or that Person's
assets are acquired by COPT or any of its Subsidiaries, (iii) the income of any
Subsidiary of COPT to the extent that the declaration or payment of dividends or
similar distributions by that Subsidiary of that income is not at the time
permitted by operation of the terms of its charter or any agreement, instrument,
judgment, decree, order, statute, rule or governmental regulation applicable to
that Subsidiary, (iv) any after-tax gains or losses attributable to any
disposition of any assets of COPT or its Subsidiaries or returned surplus assets
of any Pension Plan, and (v) (to the extent not included in clauses (i) through
(iv) above) any net extraordinary gains or net non-cash extraordinary losses.

"CONSOLIDATED TANGIBLE NET WORTH" means, as at any date of determination,
the shareholders' equity of COPT and its Subsidiaries (determined on a book
basis), PLUS accumulated depreciation, less Intangible Assets, on a consolidated
basis determined in conformity with GAAP.
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"CONSOLIDATED TOTAL ASSETS" means, at any date of determination, total
assets of COPT and its Subsidiaries on a consolidated basis which may properly
be classified as assets in conformity with GAAP PLUS, in the event that any
guarantees of indebtedness of non-consolidated joint ventures are included in
the calculation of Consolidated Total Liabilities for such period pursuant to
clause (iii) of the definition of Consolidated Total Liabilities, the pro rata
share of COPT or such Subsidiary in the assets of such non-consolidated joint
venture. The value of any real property asset included in Consolidated Total
Assets shall be determined by capitalizing the Consolidated Adjusted Net Income
using a 9.5% capitalization rate; provided, however, in the case of: (a) any
real property asset owned less than one year, the value of such asset shall be
determined by using the aggregate purchase price for such asset; and (b) any
real property asset which is under development, the value of such asset shall be
determined by using the direct costs incurred in connection with such
development until the earlier of: (i) 30 months following the commencement of
construction of such asset and (ii) 12 months following receipt of a certificate
of occupancy, or the equivalent, with respect to such asset.

"CONSOLIDATED TOTAL INDEBTEDNESS" means, as of any date of determination,
the sum of the following, without duplication: (i) all Indebtedness of COPT and
its Subsidiaries, determined on a consolidated basis; PLUS (ii) all Contingent
Obligations of COPT and its Subsidiaries; PLUS (iii) all Guaranties of COPT or
any of its Subsidiaries; PLUS (iv) all letter of credit reimbursement agreement
obligations.

"CONSOLIDATED TOTAL LIABILITIES" means, as at any date of determination,
the sum of each of the following, without duplication, for COPT and its
Subsidiaries, on a consolidated basis, (i) all indebtedness for borrowed money,
(ii) any obligation owed for all or any part of the deferred purchase price of
assets or services which would be shown to be a liability (or on the liability
side of the balance sheet) in accordance with GAAP, (iii) all guaranteed
obligations including any guaranteed indebtedness of consolidated or
non-consolidated joint ventures, (iv) the maximum amount of all letters of
credit issued or acceptance facilities established for the account of COPT or
any of its Subsidiaries, and, without duplication, all drafts drawn thereunder
(other than letters of credit offset by a like amount of Cash or government
securities held in escrow to secure such letter of credit and draws thereunder),
(v) all capitalized lease obligations, (vi) all indebtedness (A) of another
Person secured by any Lien on any property or asset owned or held by COPT or any
of its Subsidiaries regardless of whether the indebtedness secured thereby shall
have been assumed by COPT or such Subsidiary or is nonrecourse to the credit of
COPT or such Subsidiary, and (B) of any consolidated Affiliate of COPT whether
or not such indebtedness has been assumed by COPT, and (vii) indebtedness
created or arising under any conditional sale or title retention agreement, and
(viii) withdrawal liability or insufficiency under ERISA or under any qualified
plan or related trust; including within the foregoing, trade payables and
accrued expenses arising or incurred in the ordinary course of business.

"CONSTRUCTION IN PROGRESS" means real property and/or Improvements owned by
COPT or any of its Subsidiaries (including Borrower) that is included in the
"Construction in Progress" category contained in COPT's or a Subsidiary's, as
applicable, books and records maintained in accordance with GAAP and on which
mass grading, fine grading or construction of Improvements has commenced.
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"CONTINGENT OBLIGATION" means, with respect to any Person, as of any date
of determination and without duplication, any direct or indirect liability,



contingent or otherwise, of that Person which has not been (or to the extent
that it has not been) paid or otherwise discharged with respect to the
following: (i) any Guaranty; (ii) any letter of credit issued for the account of
that Person or as to which that Person is otherwise liable for reimbursement of
drawings; or (iii) performance, surety and similar bonds in respect of any
Restoration, Renovation or other design, construction, restoration, renovation,
expansion or repair of any Improvements, in each case with respect to any
Property. The amount of any Contingent Obligation, as of any date of
determination, shall be equal to the least of (x) the amount of the obligation
so Guaranteed or that otherwise may be required to be paid, (y) the amount to
which such Contingent Obligation is expressly limited and (z) except with
respect to a Guaranty of Indebtedness, the maximum exposure under such
Contingent Obligation as reasonably calculated by Borrower and approved by the
Agent in its sole discretion.

"CONTRACTUAL OBLIGATION" means, with respect to any Person, any provision
of any Security issued by that Person or of any material indenture, mortgage,
deed of trust, deed to secure debt, contract, lease, purchase order,
undertaking, agreement or other instrument to which that Person is a party or by
which it or any of its properties is bound or to which it or any of its
properties is subject.

"CONTROLLING PRINCIPAL" means Jay Shidler and/or Clay W. Hamlin III, or any
trusts established by such Persons for the benefit of their immediate family
members if such Person is a trustee of such trusts and able to effectively
control the property and business of the trusts.

"COPH" means Corporate Office Properties Holdings, Inc. (formerly known as
FCO Holdings, Inc.), a Delaware corporation.

"COPT" has the meaning assigned to that term in the introduction to this
Agreement.

"COPT GUARANTY" means the Guaranty executed and delivered by COPT on or
before the Closing Date in favor of the Agent, for the benefit of the Lenders,
substantially in the form delivered on or before the Closing Date pursuant to
this Agreement, as such guaranty may be amended, restated, supplemented or
otherwise modified from time to time in accordance with the terms thereof and
hereof.

"CREDIT BID" means a bid in a foreclosure sale pursuant to a Mortgage made
by Lender consisting of all or a portion of the outstanding amount of the
Obligations.

"DEPOSIT ACCOUNT" means a demand, time, savings, passbook or like account
with a bank, savings and loan association, credit union or like organization,
other than an account evidenced, by a negotiable certificate of deposit.

"DISTRIBUTION" means any payment, distribution, dividend or other transfer
of money or other assets to a Loan Party's constituent partners, shareholders or
beneficiaries, other than (i) a payment on account of bona fide intercompany
indebtedness permitted under this Agreement, (ii) an Investment, or (iii) any
other payment expressly permitted under this Agreement.

"DOLLARS" and the sign "$" mean the lawful money of the United States of
America.
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"ELIGIBLE ASSIGNEE" means (i) (a) a commercial bank organized under the
laws of the United States of America or any state thereof; (b) a savings and
loan association or savings bank organized under the laws of the United States
of America or any state thereof; (c) a commercial bank organized under the laws
of any other country or a political subdivision thereof; provided, however, that
(x) such bank is acting through a branch or agency located in the United States
of America or (y) such bank is organized under the laws of a country that is a
mempber of the Organization for Economic Cooperation and Development or a
political subdivision of such country; and (d) any other financial institution
which extends credit or buys loans as one of its principal businesses,
including, real estate secured loans, in each case (under clauses (a) through
(d) above) that is reasonably acceptable to Agent; and (ii) Lender and any
Affiliate of Lender; and provided further, however, that (A) each Eligible
Assignee under clauses (i) (a) through (i) (¢) above shall have Tier 1 capital (as
defined in the regulations of its primary Federal banking regulator) of not less
than $100,000,000, (B) each Eligible Assignee under clause (i) (d) above shall
have a net worth of not less than Two Hundred Million Dollars ($200,000,000),

(C) an entity shall not be an Eligible Assignee if on the date of assignment of
an interest in the Loan to such entity Borrower is reasonably expected to become
liable for additional costs or withholdings by virtue of such assignment under
Section 2.12.2, and (D) no Eligible Assignee shall be an Affiliate of any Loan
Party.

"EMPLOYEE BENEFIT PLAN" means any "employee benefit plan" as defined in
Section 3(3) of ERISA which (i) is currently maintained or contributed to by



COPT or any of its Subsidiaries, or (ii) was at any time within the preceding
five years maintained or contributed to by COPT or any of its Subsidiaries, to
the extent any of them could reasonably be expected to incur liability with
respect to such employee benefit plan.

"ENGINEER" means each reputable engineer approved by the Agent licensed as
such in the state in which the applicable Mortgaged Property in question is
located.

"ENGINEERING REPORT" means, with respect to any Mortgaged Property, a
written report prepared by an Engineer, describing and analyzing the physical
condition of the Improvements of such Mortgaged Property, describing any
necessary or recommended repairs, estimating the cost of such repairs and
otherwise in form and substance reasonably satisfactory to the Agent.

"ENVIRONMENTAL CLAIM" means any accusation, allegation, notice of
violation, claim, demand, abatement order or other order or direction
(conditional or otherwise) by any Governmental Authority or any other Person for
any damage, including personal injury (including sickness, disease or death),
tangible or intangible property damage, contribution, indemnity, indirect or
consequential damages, damage to the environment, damage to natural resources,
nuisance, pollution, contamination or other adverse effects on the environment,
or for fines, penalties or restrictions, in each case relating to, resulting
from or in connection with Hazardous Materials and relating to COPT, any of its
Subsidiaries (including any Person who was a Subsidiary prior to the Closing
Date) or any Mortgaged Property.

"ENVIRONMENTAL INDEMNITY" means the Amended and Restated Environmental
Indemnity executed and delivered by the Loan Parties on or before the Closing
Date, in favor of the Agent and the Lenders, substantially in the form delivered
on or before the Closing Date
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pursuant to this Agreement, as such agreement may be amended, restated,
supplemented or otherwise modified from time to time in accordance with the
terms thereof and hereof.

"ENVIRONMENTAL LAWS" means all statutes, laws, ordinances, orders, rules,
regulations, written guidelines, writs, judgments, decrees or injunctions and
the like relating to (i) environmental matters, including those relating to
fines, injunctions, penalties, damages, contribution, cost recovery
compensation, losses or injuries resulting from the Hazardous Release or
threatened Hazardous Release of Hazardous Materials, (ii) the generation, use,
storage, transportation or disposal of Hazardous Materials, or (iii)
occupational safety and health, industrial hygiene, or the protection of human,
plant or animal health or welfare, in any manner applicable to either Loan Party
or any of their respective Subsidiaries or any of their properties, including
the Comprehensive Environmental Response, Compensation, and Liability Act (42

U.S.C.Sections 9601, et seq.), the Hazardous Materials Transportation Act (49
U.S.C.Sections 1801, et seqg.), the Resource Conservation and Recovery Act (42
U.S.C.Sections 6901, et seq.), the Federal Water Pollution Control Act (33
U.S.C.Sections 1251, et seq.), the Clean Air Act (42 U.S.C.Sections 7401, et
seq.), the Toxic Substances Control Act (15 U.S.C.Sections 2601, et seq.), the
Solid Waste Disposal Act (42 U.S.C.Sections 6901, et seq.), as amended by the

Resource Conservation and Recovery Act (42 U.S.C.Sections 6901, et seq.), the
Federal Insecticide, Fungicide and Rodenticide Act (7 U.S.C.Sections 136, et
seq.), the Occupational Safety and Health Act (29 U.S.C.Sections 651, et seq.)
and the Emergency Planning and Community Right-to-Know Act (42 U.S.C.Sections
11001, et seqg.), each as amended or supplemented, and rules and regulations,
policies and guidelines promulgated pursuant thereto and any analogous future or
present local, state and federal statutes and rules and regulations, policies
and guidelines promulgated pursuant thereto, each as in effect as of the date of
determination.

"EQUITY PROCEEDS" means the cash proceeds (net of underwriting discounts
and commissions and other reasonable costs associated therewith) from the
issuance of any equity Securities of COPT or any of its Subsidiaries, including
additional issuances of common shares, preferred shares or Partnership
Interests.

"ERISA" means the Employee Retirement Income Security Act of 1974, as
amended from time to time, and any successor thereto.

"EVENT OF DEFAULT" means each of the events set forth in Article 7.

"EXCHANGE ACT" means the Securities Exchange Act of 1934, as amended from
time to time, and any successor statute.

"EXCUSABLE DELAY" means a delay due to acts of God, governmental
restrictions, enemy actions, war, civil commotion, fire, casualty, strikes,
shortages of supplies or labor, work stoppages or other causes beyond the
reasonable control of COPT or any of its Affiliates, but lack of funds shall not
be deemed a cause beyond the reasonable control of COPT or any of its



Affiliates.
"EXISTING AGREEMENT" has the meaning assigned to that term in the Recitals.

"EXISTING LENDER INTEREST RATE AGREEMENT" means that certain interest rate
swap dated December 21, 2000, in the notional amount of One Hundred Million
Dollars ($100,000,000) and
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with an expiration date of January 2, 2003, between Borrower and Bankers Trust
Company, as it may hereinafter be modified in any immaterial respect. Such
Existing Lender Interest Rate Agreement shall constitute a Loan Document for
purposes of this Agreement.

"EXTENDED MATURITY DATE" means March 30, 2005.

"EXTRAORDINARY RECEIPTS" means the proceeds to COPT or any of its
Subsidiaries from such items as (i) sales, exchanges or other dispositions of
the assets of COPT or any of its Subsidiaries other than in the ordinary course
of business thereof, (ii) damage recoveries and casualty insurance proceeds
(including Condemnation Proceeds or Insurance Proceeds but other than the
proceeds of business interruption insurance or rental loss insurance), (iii)
income derived from Securities and other property acquired for investment except
to the extent such Securities represent Cash Equivalents, (iv) condemnation
awards or sales in lieu of and under the threat of condemnation (other than
awards or other payments for any Taking for temporary use), (v) debt or equity
financing or refinancing, and (vi) all other amounts of any nature paid to COPT
or any of its Subsidiaries not arising out of the ordinary course of business
thereof.

"FEDERAL FUNDS EFFECTIVE RATE" means, for any period, a fluctuating
interest rate equal for each day during such period to the weighted average of
the rates on overnight Federal funds transactions with members of the Federal
Reserve System arranged by Federal funds brokers, as published for such day (or,
if such day is not a Business Day, for the next preceding Business Day) by the
Federal Reserve Bank of New York, or, if such rate is not so published for any
day which is a Business Day, the average of the quotations for such day on such
transactions received by Lender from three Federal funds brokers of recognized
standing selected by Lender.

"FEE LETTER" means, collectively, all letter agreements between all or some
of the Loan Parties and Lender or Lender's Affiliates regarding fees payable in
connection with the Loans.

"FUNDING DATE" means the date of the funding of a Loan.

"FUNDS FROM OPERATIONS" means net income (computed in accordance with
GAAP), excluding gains (or losses) from debt restructuring and sales of
property, plus depreciation and amortization, and after adjustments for
unconsolidated partnerships and joint ventures. Adjustments for unconsolidated
partnerships and joint ventures will be calculated to reflect funds from
operations on the same basis.

"GAAP" means, subject to the limitations on the application thereof set
forth in Section 1.2, generally accepted accounting principles set forth in
opinions and pronouncements of the Accounting Principles Board of the American
Institute of Certified Public Accountants and statements and pronouncements of
the Financial Accounting Standards Board, in each case as the same are
applicable to the circumstances as of the date of determination.

"GOVERNMENTAL AUTHORITY" means any nation or government, any state, county,
municipality or other political subdivision or branch thereof, and any entity
exercising executive, legislative, judicial, regulatory or administrative
functions of or pertaining to government, including any agency, board, central
bank, commission, court, department or officer thereof.
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"GUARANTY" means, with respect to any Person, any obligation, contingent or
otherwise, of that Person which has not been (or to the extent that it has not
been) paid or otherwise discharged with respect to any Indebtedness, lease,
dividend or other obligation of any other Person if the primary purpose or
intent thereof by the Person incurring the Guaranty is to provide assurance to
the obligee of such obligation that such obligation of another will be paid or
discharged, or that any agreements relating thereto will be complied with, or
that the holders of such obligation will be protected (in whole or in part)
against loss in respect thereof. Guaranties shall include, without limitation,
(i) the direct or indirect guaranty, endorsement (otherwise than for collection
or deposit in the ordinary course of business), co-making, discounting with
recourse or sale with recourse by such Person of the obligation of another, (ii)
the obligation to make take-or-pay or similar payments if required regardless of
non-performance by any other party or parties to an agreement, and (iii) any



liability of such Person for the obligation of another Person through any
agreement (contingent or otherwise) (a) to purchase, repurchase or otherwise
acquire such obligation or any security therefor, or to provide funds for the
payment or discharge of such obligation (whether in the form of loans, advances,
stock purchases, capital contributions or otherwise) or (b) to maintain the
solvency or any balance sheet item, level of income or financial condition of
another Person if, in the case of any agreement described under subclauses (a)
or (b) of this sentence, the primary purpose or intent thereof is as described
in the preceding sentence. The amount of any Guaranty shall be equal to the
least of (x) the amount of the obligation so guaranteed or otherwise supported,
(y) the amount to which such Guaranty is specifically limited and (z) except
with respect to a Guaranty of Indebtedness, the maximum exposure under such
Guaranty as reasonably calculated by Borrower and approved by Lender in its sole
discretion. Guaranties shall not include (i) any of the foregoing obligations to
the extent that the same constitutes Indebtedness under the definition thereof
or is a Guaranty with respect thereto and (2) Guaranties of any liability or
obligation of Borrower in respect of which Borrower is permitted to become
liable pursuant to this Agreement. The term "GUARANTEE" used as a verb has a
corresponding meaning.

"HAZARDOUS MATERIALS" means (i) any chemical, material or substance at any
time defined as or included in the definition of "hazardous substances",
"hazardous wastes", "hazardous materials", "extremely hazardous waste",
"restricted hazardous waste", "infectious waste", "toxic substances",
"pollutant", "contaminant" or any other formulations intended to define, list or
classify substances by reason of deleterious properties such as ignitability,
corrosivity, reactivity, carcinogenicity, toxicity, reproductive toxicity, "TCLP
TOXICITY" or "EP TOXICITY" or words of similar import under any applicable
Environmental Laws, (ii) any oil, petroleum, petroleum fraction or petroleum
derived substance, (iii) any drilling fluids, produced waters and other wastes
associated with the exploration, development or production of crude oil, natural
gas or geothermal resources, (iv) any flammable substances or explosives, (V)
any radiocactive materials, (vi) asbestos in any form, (vii) radon, (viii) urea
formaldehyde foam insulation, (ix) electrical equipment which contains any oil
or dielectric fluid containing levels of polychlorinated biphenyls in excess of
fifty parts per million, (x) pesticides, and (xi) any other chemical, material
or substance, exposure to which is prohibited, limited or regulated by any
Governmental Authority or which may or could pose a hazard to the health and
safety of the owners, occupants or any Persons in the vicinity of the
Properties; provided, however, that Hazardous Materials shall not include any
materials in a non-hazardous form such as asphalt contained in road-surfacing
materials or hazardous materials customarily used in the operation of office
properties and properly stored and maintained.
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"HAZARDOUS RELEASE" means any release, spill, emission, leaking, pumping,
pouring, injection, escaping, deposit, disposal, discharge, dispersal, dumping,
leaching or migration of Hazardous Materials into the indoor or outdoor
environment (including the abandonment or disposal of any barrels, containers or
other receptacles containing any Hazardous Materials), or into or out of any
Property, including the movement of any Hazardous Material through the air,
soil, surface water, groundwater or property.

"IMPOSITIONS" means all real property taxes and assessments, of any kind or
nature whatsoever, including, without limitation, wvault, water and sewer rents,
rates, charges and assessments, levies, permits, inspection and license fees and
other governmental, quasi-governmental or nongovernmental levies or assessments
such as maintenance charges, owner association dues or charges or fees resulting
from covenants, conditions and restrictions affecting the Properties,
assessments resulting from inclusion of any Property in any taxing district or
municipal or other special district, any of which are assessed or imposed upon
the Property, or become due and payable, and which create or may create a Lien
upon the Property, or any part thereof. In the event that any penalty, interest
or cost for nonpayment of any Imposition becomes due and payable, such penalty,
interest or cost shall be included within the term "IMPOSITIONS".

"IMPROVEMENTS" means all buildings, structures, fixtures, tenant
improvements and other improvements of every kind and description now or
hereafter located in or on or attached to any Land, including all building
materials, water, sanitary and storm sewers, drainage, electricity, steam, gas,
telephone and other utility facilities, parking areas, roads, driveways, walks
and other site improvements; and all additions and betterments thereto and all
renewals, substitutions and replacements thereof.

"INDEBTEDNESS" means, with respect to any Person and without duplication,
to the extent required to be shown on a balance sheet prepared in conformity
with GAAP, (i) all indebtedness for money borrowed by that Person, (ii) that
portion of obligations with respect to capital leases that is classified as a
liability on a balance sheet in conformity with GAAP, (iii) notes payable and
drafts accepted representing extensions of credit whether or not representing
obligations for borrowed money, (iv) all obligations owed for all or any part of
the deferred purchase price of assets or services purchased by that Person (a)
due more than six months from the date of incurrence of the obligation in



respect thereof, (b) evidenced by a note or similar written instrument or (c)
owed in respect of real property purchased by such Person or any of its
Subsidiaries, (v) all indebtedness secured by any Lien on any property or asset
owned or held by that Person regardless of whether the indebtedness secured
thereby shall have been assumed by that Person or is nonrecourse to the credit
of that Person, (vi) obligations under Interest Rate Agreements, (vii) that
portion of any other obligation of that Person (other than reservation and
similar deposits from customers and working capital deposits from owners
received and held in the ordinary course of business) that is classified as a
liability on a balance sheet in conformity with GAAP, which obligation is (a)
due more than six months from the date of incurrence thereof or (b) evidenced by
a note or similar written instrument, (viii) trade payables of such Person and
its Subsidiaries that by their terms are more than 90 days delinquent (unless
being contested diligently and in good faith) and (ix) all Guaranties by that
Person.

"INDEMNIFIED PERSON" has the meaning assigned to that term in Section
8.3.1.
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"INSURANCE PROCEEDS" means all insurance proceeds, damages, claims and
rights of action and the right thereto under any insurance policies relating to
any portion of any Mortgaged Property.

"INSURANCE REQUIREMENTS" means all terms of any insurance policy required
hereunder covering or applicable to any Mortgaged Property or any part thereof,
all requirements of the issuer of any such policy, and all orders, rules,
regulations and other requirements of the National Board of Fire Underwriters
(or any other body exercising similar functions) applicable to or affecting any
Mortgaged Property or any part thereof or any use of any Mortgaged Property or
any portion thereof.

"INTANGIBLE ASSETS" means assets that are considered intangible assets
under GAAP including goodwill, patents, trademarks, service marks, trade names,
anticipated future benefit of tax loss carry forwards, copyrights, organization
or developmental expenses and other intangible assets.

"INTEREST PERIOD" has the meaning assigned to that term in Section 2.7.2.

"INTEREST RATE AGREEMENT" means any interest rate swap agreement, interest
rate cap agreement, interest rate collar agreement or other similar agreement or
arrangement designed to protect COPT or any of its Subsidiaries against
fluctuations in interest rates, which agreement or approval shall be approved by
the Agent as to form and substance; provided, however, that such approval by the
Agent shall not be required if such agreement (i) shall have a minimum term of
two (2) years, or, in the case of loans pursuant to which interest shall accrue
at a rate other than a fixed rate, a term equal to the term of such floating
rate loan (to the extent the term of floating rate loan is less than two (2)
years), (ii) shall have the effect of capping the interest rates covered thereby
at a rate equal to or lower than the Interest Rate Cap at the time of purchase
or execution, and (iii) shall be with an Approved Bank, provided that it is
acknowledged and agreed that the Borrower shall have no obligation to replace
any Interest Rate Agreement even if the counterparty thereto shall cease to be
an Approved Bank.

"INTEREST RATE CAP" means the Treasury Rate plus 3.0%.

"INTEREST RATE DETERMINATION DATE" means each date for calculating the
Adjusted LIBOR Rate for purposes of determining the interest rate in respect of
an Interest Period. The Interest Rate Determination Date shall be the second
Business Day prior to the first day of the related Interest Period for any Loan.

"INTEREST RATE EXCHANGER" means any Lender that has entered into a Lender
Interest Rate Agreement pursuant to the terms of this Agreement.

"INTERNAL REVENUE CODE" means the Internal Revenue Code of 1986, as amended
to the date hereof and from time to time hereafter.

"INVESTMENT" means, with respect to any Person or any of its Subsidiaries,
as of any date of determination and without duplication:
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(i) any direct or indirect purchase or other acquisition (whether or not
for consideration) by such investing Person or Subsidiary of, or of a beneficial
interest in, any Securities of any other Person;

(ii) any direct or indirect redemption, retirement, purchase or other
acquisition for value by such investing Person or Subsidiary from any other
Person (other than a Person with respect to which such investing Person or
Subsidiary is a Wholly Owned Subsidiary) of any equity Securities of such
investing Person or Subsidiary;



(iii)any direct or indirect loan, advance (other than (a) advances to
officers, employees, consultants, accountants, attorneys and other advisors and
members of the Board of Directors of any Person for moving, entertainment and
travel expenses, drawing accounts and similar expenditures in each case incurred
in the ordinary course of business and (b) advances to officers of any Person
for other purposes in an amount not greater than $100,000 individually or
$330,000 in the aggregate, in each case at any time outstanding) or capital
contribution to any other Person, including all indebtedness and accounts
receivable from that other Person that are not current assets or did not arise
from sales to that other Person in the ordinary course of business;

(iv) any commitment or obligation to make any investment described in
clauses (i) through (iii) above; and

(v) any liability that is recourse to such investing Person or Subsidiary
or secured by any asset of such investing Person or Subsidiary and that arises,
by law, contract, ownership of Securities or otherwise, directly or indirectly,
as the result of or otherwise in connection with the origination, continuation
or termination of any investment described in clauses (i) through (iv) above.

The amount of any Investment, as of any date of determination, shall be
equal to (y) with respect to an Investment referred to in clause (i) or (ii) of
the preceding sentence, the remainder of (1) the sum of original cost of such
Investment PLUS the cost of all additions thereto as of such date of
determination, MINUS (2) the aggregate amount paid to such Person or Subsidiary
as a return of such Investment; provided, that (A) the calculation of the amount
referred to in this clause (2) shall exclude all fees and other amounts (or the
portion thereof) that shall constitute interest, dividends or other amounts in
respect of the return on such Investment, as determined in accordance with GAAP,
and (B) the calculation of the amount referred to in this clause (i) shall
exclude, all adjustments for increases or decreases in value, and write-ups,
write-downs or write-offs with respect to such Investment, and (z) with respect
to an Investment referred to in clause (iv) or (v) of the preceding sentence,
the maximum aggregate liability for which such investing Person or Subsidiary
may become liable, by law, contract, ownership of Securities or otherwise, with
respect to such Investment as of such date of determination.

"ISSUING LENDER" means, with respect to any Letter of Credit, the Lender
which agrees or is otherwise obligated to issue such Letter of Credit as
provided in Section 2.16.2.2.

"JOINT VENTURE" means a joint venture, partnership or other similar
arrangement, whether in corporate, partnership, limited liability company or
other legal form, which joint
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venture, partnership or other similar arrangement may be a Subsidiary of any
Person, including of COPT.

"LAND" means, with respect to each Mortgaged Property, the land described
on Exhibit A to the Mortgage encumbering such Mortgaged Property, together with
all strips and gores within or adjoining such property, all estate, right,
title, interest, claim or demand whatsoever of any Loan Party or any of its
Subsidiaries in the streets, roads, sidewalks, alleys, and ways adjacent thereto
(whether or not vacated and whether public or private and whether open or
proposed), all vaults or chutes adjoining such land, all of the tenements,
hereditaments, easements, reciprocal easement agreements, rights pursuant to any
trackage agreement, rights to the use of common drive entries, rights-of-way and
other rights, privileges and appurtenances thereunto belonging or in any way
pertaining thereto, all reversions, remainders, dower and right of dower,
curtesy and right of curtesy, all of the air space and right to use said air
space above such property, all transferable development rights arising therefrom
or transferred thereto, all water and water rights (whether riparian,
appropriative or otherwise, and whether or not appurtenant) and shares of stock
evidencing the same, all mineral, mining, gravel, geothermal, oil, gas,
hydrocarbon substances and other rights to produce or share in the production of
anything related to such property, all drainage, crop, timber, agricultural, and
horticultural rights with respect to such property, and all other appurtenances
appurtenant to such property, including without limitation, any now or hereafter
belonging or in any way appertaining thereto, and all claims or demands of
Borrower either at law or in equity, in possession or expectancy, now or
hereafter acquired, of, in or to the same.

"LEASE" means each of the leases, licenses, concession agreements,
franchise agreements and other occupancy agreements and other agreements
demising, leasing or granting rights of possession or use or, to the extent of
the interest therein of any Loan Party or any of its Subsidiaries, any sublease,
subsublease, underletting or sublicense, which now or hereafter may affect any
Mortgaged Property or any part thereof or interest therein, including any
agreement relating to a loan or other advance of funds made in connection with
any such lease, license, concession agreement, franchise or other occupancy
agreement and such sublease, subsublease, underletting or sublicense, and every



amendment, restatement, supplement, consolidation or other modification of or
other agreement relating to or entered into in connection with such lease,
license, concession agreement, franchise or other occupancy agreement and such
sublease, subsublease, underletting or sublicense, and every security deposit,
letter of credit, trust agreement, guaranty or similar security for the
performance and observance of the covenants, conditions and agreements to be
performed and observed by the other party thereto, and any guaranties of leasing
commissions.

"LENDER" and "LENDERS" have the meanings set forth in the first paragraph
of this Agreement, together with their respective successors and permitted
assigns.

"LENDER INTEREST RATE AGREEMENT" shall mean any Interest Rate Agreement
entered into by one or more Loan Parties and one or more Lenders pursuant to the
terms of this Agreement with respect to all or a portion of the Indebtedness
evidenced by this Agreement.

"LETTER OF CREDIT" means any standby letter of credit or similar instrument
issued for the purpose of supporting (i) Indebtedness of the Loan Parties or any

of their Subsidiaries in respect
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of industrial revenue or development bonds or financings, (ii) workers'
compensation liabilities of the Loan Parties or any of their Subsidiaries, (iii)

the obligations of third party insurers of the Loan Parties or any of their
Subsidiaries arising by virtue of the laws of any jurisdiction requiring third
party insurers, (iv) obligations with respect to capital leases or operating
leases of the Loan Parties or any of their Subsidiaries, and (v) performance,
payment, deposit or surety obligations of the Loan Parties or any of their
Subsidiaries, in any case if required by law or governmental rule or regulation
or in accordance with custom and practice in the industry; provided that Letters
of Credit may not be issued for the purpose of supporting (a) trade payables or
(b) any Indebtedness constituting "antecedent debt" (as that term is used in
Section 547 of the Bankruptcy Code) .

"LETTER OF CREDIT USAGE" means, as at any date of determination, the sum of
(i) the maximum aggregate amount which is or at any time thereafter may become
available for drawing under all Letters of Credit then outstanding PLUS (ii) the
aggregate amount of all drawings under Letters of Credit honored by Issuing
Lenders and not theretofore reimbursed by Borrower (including any such
reimbursement out of the proceeds of Loans pursuant to Section 2.18.2).

"LIBOR RATE LOANS" means Loans bearing interest at rates determined by
reference to the Adjusted LIBOR Rate as provided in Section 2.7.

"LIEN" means any lien (including any lien or security title granted
pursuant to any mortgage, deed of trust or deed to secure debt), pledge,
hypothecation, assignment, security interest, charge, levy, attachment,
restraint or encumbrance of any kind (including any conditional sale or other
title retention agreement, any lease in the nature thereof, and any agreement to
give any security interest) and any option, trust or other preferential
arrangement having the practical effect of any of the foregoing.

"LOANS" means, collectively, the loans made by the Lenders to Borrower
pursuant to Section 2.1.1.

"LOAN DOCUMENTS" means, collectively, this Agreement, the Note, the
Security Documents, the Environmental Indemnity, the COPT Guaranty and any
Mortgaged Property Subsidiary Guaranty.

"LOAN PARTIES" means, collectively, Borrower, COPT and any Mortgaged
Property Subsidiary.

"LOAN PARTIES' ACCOUNTANTS" means Pricewaterhouse Coopers, or another "big
five" accounting firm.

"MAJORITY LENDERS" means Lenders having or holding more than 50% of the sum
of the aggregate Commitments of all Lenders.

"MANAGEMENT AGREEMENTS" means, collectively, all management agreements with
respect to the Mortgaged Properties.
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"MANAGEMENT FEES" means, collectively, all management fees and all other
fees or charges payable to a manager for the management and operation of a
Mortgaged Property, the related land and the improvements thereof.

"MARGIN STOCK" has the meaning assigned to that term in Regulation U of the
Board of Governors of the Federal Reserve System as in effect from time to time.



"MATERIAL ADVERSE EFFECT" means a material adverse effect upon the
business, operations or condition (financial or otherwise) of the Loan Parties,
taken as a whole, which causes or is reasonably likely to cause the material
impairment of the ability of the Loan Parties to perform, or of Lender to
enforce, any Obligations of the Loan Parties.

"MATERIAL LEASE" means each Lease demising the greater of: (i) 25% or more
of the net rentable area of the Improvements with respect to any Mortgaged
Property or (ii) 30,000 or more square feet.

"MATURITY DATE" means the earlier of (i) the Original Maturity Date or,
upon the due and proper exercise of Borrower's option to extend the Original
Maturity Date to the Extended Maturity Date pursuant to Section 2.6, the
Extended Maturity Date, or (ii) the date as of which the Obligations shall have
become immediately due and payable pursuant to Section 7.1.

"MAXIMUM AMOUNT" has the meaning set forth in Section 8.13.

"MOODY'S" means Moody's Investors Service, Inc. or any successor to the
business thereof.

"MORTGAGE" means each Mortgage, Assignment of Rents, Security Agreement and
Fixture Filing and each Deed of Trust, Assignment of Rents, Security Agreement
and Fixture Filing executed and acknowledged by Borrower or, if applicable, a
Mortgaged Property Subsidiary in favor of the Agent for the benefit of the
Lenders (or, in the case of a deed of trust, to a trustee for the benefit of the
Agent and the Lenders), in form and substance satisfactory to the Agent, and
including any such mortgage or deed of trust delivered pursuant to the Existing
Agreement as each has been amended concurrently herewith, and as any such
agreement may be amended, restated, supplemented, consolidated, extended or
otherwise modified from time to time in accordance with the terms thereof and
hereof.

"MORTGAGED PROPERTIES" means, collectively, the suburban office properties,
the Land on which they are located, and all Improvements thereon and all
fixtures attached thereto and all personal property used in connection
therewith, in each case as listed on SCHEDULE 1.1A annexed hereto, as such
Schedule may be revised or supplemented from time to time pursuant to Section
2.13, 2.14 or 2.15.

"MORTGAGED PROPERTY SUBSIDIARY" means any Wholly Owned Subsidiary of COPT
that owns any Mortgaged Property.

"MORTGAGED PROPERTY SUBSIDIARY GUARANTY" means the Subsidiary Guaranty
executed by each Mortgaged Property Subsidiary, in form and substance
satisfactory to the Agent, as such
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Mortgaged Property Subsidiary Guaranty may be amended, restated, supplemented or
otherwise modified from time to time in accordance with the terms thereof and
hereof.

"NET INSURANCE/CONDEMNATION PROCEEDS" means all Insurance Proceeds on
account of damage or destruction to any Mortgaged Property or all Condemnation
Proceeds in respect of any Mortgaged Property, MINUS the reasonable cost, if
any, of such recovery and of paying out such proceeds, including reasonable
attorneys' fees and costs allocable to inspecting the Work and the plans and
specifications therefor.

"NOTES" means, collectively, (i) the amended and restated promissory notes
of Borrower issued on the Closing Date and (ii) any promissory notes issued by
Borrower in connection with an assignment of all or any portion of the
Commitments and Loans and Letters of Credit of any Lender, in each case
substantially in the form of EXHIBIT A annexed hereto, as they may be amended,
restated, supplemented or otherwise modified from time to time in accordance
with the terms thereof and hereof.

"NOTICE OF BORROWING" means a notice substantially in the form of EXHIBIT B
annexed hereto delivered by Borrower to the Agent pursuant to Section 2.1.2 with
respect to a proposed borrowing hereunder.

"NOTICE OF CONVERSION/CONTINUATION" means a notice substantially in the
form of EXHIBIT C annexed hereto delivered by Borrower to the Agent pursuant to
Section 2.7.4 with respect to a proposed conversion/continuation of the
applicable basis for determining the interest rate with respect to the Loans
specified therein.

"NOTICE OF ISSUANCE OF LETTER OF CREDIT" means a notice substantially in
the form of EXHIBIT H annexed hereto delivered by Borrower to the Agent pursuant

to Section 2.16.2.1 with respect to the proposed issuance of a Letter of Credit.

"NYSE" means the New York Stock Exchange.



"OBLIGATIONS" means, collectively, all obligations of every nature of the
Loan Parties from time to time owed to the Agent or the Lenders, or any of them,
under or in respect of the Loans and the Loan Documents, whether for principal,
interest, fees, commissions, expenses, indemnification or otherwise.

"OCCUPANCY RATE" means, for each Mortgaged Property and, collectively, for
all Mortgaged Properties, the ratio of (i) (a) rentable area leased, on a square
footage basis, under Material Leases approved as required herein, PLUS (b)
rentable area leased, on a square footage basis, under other Leases entered upon
arm's length terms and at then applicable market rates and other terms, as
determined by Agent in its reasonable discretion, to (ii) the total rentable
area of a Mortgaged Property or of all Mortgaged Properties, as applicable.

"OFFICERS' CERTIFICATE" means, as applied to any corporation, a certificate
executed on behalf of such corporation by a person specified in this Agreement
for such purpose or, in the absence of such specification, by its chairman of
the board (if an officer) or its president or one of its vice presidents and by
its chief financial officer or its treasurer; provided, however, that every
Officers' Certificate with respect to the compliance with a condition precedent
to the
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making of the Loans hereunder shall include (i) a statement that each officer
making or giving such Officers' Certificate has read such condition and any
definitions or other provisions contained in this Agreement relating thereto,
(ii) a statement that, in the opinion of each signer, he has made or has caused
to be made such examination or investigation as is reasonably necessary to
enable him to express an informed opinion as to whether or not such condition
has been complied with, and (iii) a statement as to whether, in the opinion of
each signer, such condition has been complied with.

"OPERATING LEASE" means, with respect to any Person, a lease of any
property (whether real, personal or mixed) by that Person as lessee that, in
conformity with GAAP, is not accounted for as a capital lease on the balance
sheet of that Person.

"ORIGINAL MATURITY DATE" means March 30, 2004.

"PARTNERSHIP INTERESTS" means the general and/or limited partnership
interests (including all partnership units, all rights under partnership
agreements and all rights to distributions) of such Person that is a
partnership.

"PAYMENT DATE" means the first day of each calendar month, beginning April
1, 2002, or, if such day is not a Business Day, the next succeeding Business
Day, with such payment including the accrual of interest through the last day of
the preceding calendar month.

"PBGC" means the Pension Benefit Guaranty Corporation (or any successor
thereto) .

"PERMITTED ENCUMBRANCES" means the Liens shown in the Title Policy for each
Mortgaged Property and, with respect to any Mortgaged Property, the following
types of Liens:

(i) Liens for real property Taxes, assessments, vault charges, water and
sewer rents, and other Impositions the payment of which is not, at the time,
required pursuant to this Agreement;

(ii) the Leases in existence on the Closing Date and any Leases entered
into thereafter in accordance with the requirements of the Loan Documents;

(iii) covenants, easements, rights-of-way, restrictions, minor
encroachments or other similar encumbrances incurred in the ordinary course of
business of Borrower or, if applicable, the applicable Mortgaged Property
Subsidiary that do not make such Mortgaged Property unmarketable or interfere in
any material respect, and which could not reasonably be expected to interfere in
any material respect, with the use of the Mortgaged Property for office building
purposes or with the ordinary conduct of the business of Borrower or, if
applicable, the applicable Mortgaged Property Subsidiary;

(iv) Liens securing the Obligations; and

(v) Liens that are bonded and thereby released of record in a manner
reasonably satisfactory to the Agent.
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"PERSON" means, collectively, natural persons, corporations, limited
liability companies, limited partnerships, general partnerships, joint stock
companies, Joint Ventures, associations, companies, trusts, banks, trust
companies, land trusts, business trusts or other organizations, whether or not



legal entities, and Governmental Authorities.

"POTENTIAL EVENT OF DEFAULT" means a condition or event that, after notice
or lapse of time or both, would constitute an Event of Default if that condition
or event were not cured or removed within the applicable grace period.

"PRIME RATE" means the rate that Lender announces from time to time as its
prime lending rate, as in effect from time to time. The Prime Rate is a
reference rate and does not necessarily represent the lowest or best rate
actually charged to any customer. Lender may make commercial loans or other
loans at rates of interest at, above or below the Prime Rate.

"PROPERTY" or "PROPERTIES" means, collectively, the Mortgaged Properties as
listed on SCHEDULE 1.1.A annexed hereto and all other commercial office
properties owned by COPT or any of its Subsidiaries (including Borrower) as
listed on SCHEDULE 1.1B annexed hereto, the land on which such other commercial
office properties are located and all Improvements thereon and all fixtures
attached thereto and all personal property used in connection therewith, in each
case as such Schedules may be revised or supplemented from time to time pursuant
to Section 2.13, 2.14 or 2.15.

"PROPERTY ADJUSTED NET INCOME" means, for any period, for each Property,
the sum of the amounts for such period of (i) Property Gross Revenue; LESS (ii)
Property Operating Expenses, all determined in conformity with GAAP.

"PROPERTY AMOUNT" means, with respect to any Mortgaged Property and as of
any date of determination, an amount equal to 65% of the Appraised Value of such
Mortgaged Property; PROVIDED, HOWEVER, that, with respect to the Blue Bell
Properties, if at any point, Unisys Corporation or any other tenant thereof is
given a credit rating equal to BB- or below by S&P, then the Property Amount,
with respect to the Blue Bell Properties only and as of any date of
determination, shall mean an amount equal to 60% of the Appraised Value of the
Blue Bell Properties.

"PROPERTY GROSS REVENUES" means, for any period, all Receipts resulting
from the operation of such Property, including, without limitation, Rents or
other payments from Tenants (including payments made directly by the Tenant to
the appropriate party to receive such payments but only to the extent of any
expense included in the definition of "PROPERTY OPERATING EXPENSES" herein),
licensees and concessionaires and business interruption and rental loss
insurance payments; provided that Property Gross Revenue shall exclude (i)
excise, sales, use, occupancy and similar taxes and charges collected from
Tenants and remitted to Governmental Authorities, (ii) gratuities collected for
employees of such Property, (iii) security deposits and other advance deposits,
until and unless same are forfeited to Borrower or applied for the purpose for
which collected, (iv) federal, state or municipal excise, sales, use or similar
taxes collected directly from Tenants or included as part of the sales price of
any goods or services, and (v) Extraordinary Receipts.
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"PROPERTY INFORMATION" means, with respect to any Additional Mortgaged
Property pursuant to Section 2.13:

(1) financial statements in respect of such Additional Mortgaged
Property for the most recently completed three calendar years, to the extent
such financial statements exist and are in the possession of COPT or any of its
Subsidiaries or can be obtained by COPT or any of its Subsidiaries at no cost;

(11) copies of all other consolidated balance sheets and related
statements of operations and statements of cash flows of such Additional
Mortgaged Property that are to be or were delivered to COPT or any of its
Subsidiaries in connection with the acquisition of such Additional Mortgaged
Property, if applicable;

(111) to the extent Renovation is then proposed for such Additional
Mortgaged Property, a preliminary project plan and a project budget for such
Additional Mortgaged Property satisfactory in form and substance to the Agent in
its sole discretion;

(iv) (a) a comprehensive environmental audit (which shall include a
Phase I environmental audit and, if necessary or desirable in the Agent's
opinion, a Phase II environmental audit), satisfactory in form and substance to
the Agent, conducted and certified by an Approved Environmental Consultant
(Borrower shall certify as of the closing date of the Addition Date that, as to
any environmental audit delivered by Borrower prior to such date, to Borrower's
knowledge, the information contained in such audit remains true, correct and
complete), (b) a reliance letter from such Approved Environmental Consultant
with respect to each such environmental audit addressed to the Agent and the
Lenders, which reliance letter shall be satisfactory in form and substance to
the Agent, (c) if requested by the Agent, evidence that all required approvals
from all Governmental Authorities having jurisdiction with respect to the
environmental condition of such Additional Mortgaged Property, if any, have been
obtained, and (d) such other environmental reports, inspections and



investigations as the Agent shall, in its sole discretion, require, prepared, in
each instance, by an Approved Environmental Consultant, which audits, approvals,
reports, inspections and investigations shall be satisfactory in form and
substance to the Agent, in its sole discretion;

(v) with respect to an Additional Mortgaged Property, (a) a written
Engineering Report with respect to such Additional Mortgaged Property dated not
more than 90 days (or such longer period not to exceed 180 days as Agent may
approve) prior to the closing date and prepared by an Engineer which Engineering
Report shall be satisfactory in form and substance to the Agent and (b) a
reliance letter from such Engineer with respect to each such Engineering Report
addressed to the Agent and the Lenders, which letter shall be in form and
substance reasonably satisfactory to the Agent;

(vi) copies (if available) or drafts of the Acquisition Agreements with
respect to such Additional Mortgaged Property, all other purchase agreements,
letters of intent or other related agreements entered into by COPT or any of its
Subsidiaries in connection with the acquisition thereof (it being understood and
agreed that, to the extent such agreements or letters of intent have not been
entered into at such time, copies of such agreements and letters of intent shall
be delivered reasonably promptly after the execution thereof);
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(vii) a market study with respect to such Additional Mortgaged Property as
of a date not earlier than 90 days (or such longer period not to exceed 180 days
as the Agent may approve) before the acquisition of such Additional Mortgaged
Property and copies of all other appraisals and market studies with respect to
such Additional Mortgaged Property to the extent such appraisals and market
studies exist and can be readily obtained by COPT or any of its Subsidiaries;

(viii) an Appraisal with respect to such Additional Mortgaged Property as
of a date not earlier than 90 days (or such longer period not to exceed 180 days
as the Agent may approve) before the acquisition of such Additional Mortgaged
Property; and

(ix) any other information relating to such Additional Mortgaged Property
reasonably requested by the Agent.

"PROPERTY OPERATING EXPENSES" means, for any period and for any item
classified as an expense on the accrual basis of accounting (other than the item
described in clause (xiii) below), all expenses incurred by Borrower or, as
applicable, a Mortgaged Property Subsidiary during such period in connection
with the ownership, management, operation, cleaning, maintenance, repair,
restoration or leasing of any Property, including without duplication:

(1) costs and expenses in connection with the cleaning, ordinary repair,
maintenance, decoration and painting of such Property;

(ii) wages, benefits, payroll taxes, uniforms, insurance costs and all
other related expenses for employees of Borrower or, as applicable, a Mortgaged
Property Subsidiary engaged in the management, operation, cleaning, maintenance,
repair, restoration and leasing of such Property and service to Tenants of such
Property;

(iii) a management fee equal to 3% of Property Gross Revenue with respect
to such Property and during such period (which amount shall be treated as a
Property Operating Expense whether or not any such management fee was in fact
paid) ;

(iv) the cost of all services and utilities with respect to such
Property, including all electricity, oil, gas, water, steam, heating,
ventilation, air conditioning, elevator, escalator, landscaping, model
furniture, answering services, telephone maintenance, credit check, snow
removal, trash removal and pest extermination costs and expenses and any other
energy, utility or similar item and overtime services with respect to such
Property;

(v) the cost of building and cleaning supplies with respect to such
Property;
(vi) insurance premiums required in order to maintain the insurance

policies required under this Agreement or any other Loan Documents with respect
to such Property (which, in the case of any policies covering multiple
Properties, shall be allocated among the Properties pro rata in proportion to
the insured value of the Properties covered by such policies);

(vii) 1legal, accounting, engineering, brokerage and other fees,
commissions, costs and expenses incurred by or on behalf of Borrower or, as
applicable, a Mortgaged Property
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Subsidiary in connection with the ownership, management, operation, maintenance,
repair, restoration, and leasing of such Property, including collection costs
and expenses;

(viii) costs and expenses of security and security systems provided to
and/or installed and maintained with respect to such Property;

(ix) real property taxes and assessments with respect to such Property
and the costs incurred in seeking to reduce such taxes or the assessed value
of such Property;

(x) advertising, marketing and promotional costs and expenses with
respect to such Property;

(x1) costs and expenses incurred in connection with lock changes,
storage, moving, appraisals, surveys, valuations, title insurance, inspections,
market surveys, permits (and the application or registration therefor), and
licenses (and the application or registration therefor) with respect to such
Property;

(xii) maintenance and cleaning costs related to tenant amenities with
respect to such Property;

(xiii) Capital Expenditures with respect to such Property accrued during
such period or, if higher, a reserve for Capital Expenditures equal to $0.15 per
square foot of floor area contained in the Improvements located at such Property
during such period;

(xiv) contributions by Borrower or, as applicable, a Mortgaged Property
Subsidiary to any merchants' association, whether as dues or advertising costs
or otherwise with respect to such Property;

(xv) costs incurred pursuant to any reciprocal easement agreement
affecting such Property;

(xvi) refunds Borrower or, as applicable, a Mortgaged Property Subsidiary
must pay to Tenants and other occupants of such Property;

(xvii) reserves for such expenses and in such amounts as Borrower or, as
applicable, a Mortgaged Property Subsidiary and the Agent may reasonably agree
upon; and

(xviii)all other ongoing expenses which in accordance with the accrual
basis of accounting should be included in Borrower's or, as applicable, the
Mortgaged Property Subsidiary's annual financial statements as operating
expenses of such Property.

Notwithstanding the foregoing, Property Operating Expenses shall not include
depreciation and amortization or interest, principal, if any, due under the
Loans or the Notes or otherwise in connection with the Obligations.

"PRO RATA SHARE" means, with respect to each Lender, the percentage
obtained by dividing (i) that Lender's Commitment BY (ii) the sum of the
aggregate Commitments of all Lenders.
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"RECEIPTS" means, collectively, all cash, Cash Equivalents, checks, notes,
drafts and any items of payment or collection received, by or on behalf of COPT
or any of its Subsidiaries, or by any officers, employees or agents of COPT or
any of its Subsidiaries or other Persons acting for or in concert with COPT or
such Subsidiary to make collections on COPT's or such Subsidiary's behalf in
connection with or in any way relating to COPT or such Subsidiary or the
operation of COPT's or such Subsidiary's business, including, without
limitation, any proceeds received from or pursuant to (i) any sales of, or loans
against, accounts of COPT or any of its Subsidiaries (other than the Loans
pursuant to this Agreement), (ii) any disposition of assets (including, without
limitation, any disposition of assets permitted hereunder or consented to by the
Agent, but excluding amounts applied to the repayment of indebtedness or other
obligations secured by a Lien on the assets subject to such disposition) or
issuance or sale of equity Securities by COPT or any of its Subsidiaries, (iii)
the incurrence of Indebtedness by COPT or any of its Subsidiaries and the
issuance and sale by COPT or any of its Subsidiaries of equity or debt
Securities, in each case other than the Obligations and other Indebtedness
permitted by this Agreement, (iv) insurance policies (other than liability
insurance payable directly or indirectly to a third party) maintained by COPT or
any of its Subsidiaries, whether or not Lender is an additional insured or named
as loss payee thereunder, (v) the successful prosecution (including any
settlement) of any claims, actions or other litigation or proceeding by or on
behalf of or against COPT or any of its Subsidiaries, (vi) Investments in, or
equity and debt Securities issued by, Joint Ventures or other Persons and (vii)
the Management Agreements; it being understood and agreed that nothing contained
in this definition shall in any respect be deemed to permit any transactions by
COPT or any of its Subsidiaries otherwise restricted or prohibited by this



Agreement.

"REGULATION D" means Regulation D of the Board of Governors of the Federal
Reserve System, as in effect from time to time.

"REIMBURSEMENT DATE" has the meaning assigned to that term in Section
2.18.2.

"REIT" means a "real estate investment trust," as such term is defined in
Section 856 of the Internal Revenue Code.

"RELEASE" means any satisfaction, release, assignment instrument, deed of
reconveyance or similar instrument or instruments (each in recordable form but
without any representation or warranty of the Agent or any Lender) necessary and
sufficient to release any Collateral from the Lien of all applicable Security
Documents.

"RELEASE DATE" means the date of a release of the Lien of the Security
Documents from any Property pursuant to Section 2.14.

"RENOVATION" means the expansion, rebuilding, repair, restoration,
refurbishment, fixturing and equipping of the Improvements at a Mortgaged
Property. The term "RENOVATE" used as a verb has a corresponding meaning.

"RENTS" means all rents, issues, profits, royalties, receipts, revenues,
accounts receivable, security deposits and other deposits (subject to the prior
right of Tenants making such deposits) and income, including fixed, additional
and percentage rents, occupancy charges, operating
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expense reimbursements, reimbursements for increases in taxes, sums paid by
Tenants to Borrower to reimburse Borrower for amounts originally paid or to be
paid by Borrower or Borrower's agents or affiliates for which such Tenants were
liable, as, for example, tenant improvements costs in excess of any work letter,
lease takeover costs, moving expenses and tax and operating expense
pass-throughs for which a Tenant is solely liable, parking, maintenance, common
area, tax, insurance, utility and service charges and contributions, proceeds of
sale of electricity, gas, heating, air-conditioning and other utilities and
services, deficiency rents and liquidated damages, and other benefits.

"RENT ROLL" means, for any Mortgaged Property, a rent roll in the form
approved by the Agent indicating (i) the names of all Tenants of such Mortgaged
Property and the space occupied by such Tenants, (ii) the term of each Lease
affecting such Mortgaged Property, (iii) the monthly Rent, additional Rent, if
any, and other fees and charges paid by each such Tenant and whether such Tenant
is in default, (iv) for any Rent Roll delivered after the Closing Date, any
extension, renewal, expansion, or purchase options contained in any such Lease,
(v) each vacant space in such Mortgaged Property and Borrower's or, as
applicable, a Mortgaged Property Subsidiary's estimate of the fair rental value
of each such space, (vi) the occupancy rate of such Mortgaged Property, (vii)
the security deposit and escrows, if any, held by Borrower or, as applicable, a
Mortgaged Property Subsidiary under any such Lease and (viii) the arrearages for
any such Tenant.

"RESTORATION" means the repair, restoration (including demolition),
replacement and rebuilding of all or any portion of a Mortgaged Property (or the
Improvements thereof) following the destruction, damage, loss or Taking thereof.
The term "RESTORE" used as a verb has the corresponding meaning.

"SECURITIES" means any stock, shares, partnership interests, interests in
limited liability companies, voting trust certificates, certificates of interest
or participation in any profit-sharing agreement or arrangement, options,
warrants, bonds, debentures, notes or other evidences of indebtedness, secured
or unsecured, convertible, subordinated or otherwise, or in general any
instruments commonly known as "securities" or any certificates of interest,
shares or participations in temporary or interim certificates for the purchase
or acquisition of, or any right to subscribe to, purchase or acquire, any of the
foregoing.

"SECURITIES ACT" means the Securities Act of 1933, as amended from time to
time, and any successor statute.

"SECURITY AGREEMENT" means the Security and Pledge Agreement executed and
delivered by Borrower (if Borrower owns any Mortgaged Property in the Borrowing
Base at the time of the closing) and, if applicable, any Mortgaged Property
Subsidiary and the Agent on or before the Closing Date pursuant to this
Agreement, substantially in the form delivered on or before the Closing Date
pursuant to this Agreement, pursuant to which Borrower (if applicable) and, if
applicable, any Mortgaged Property Subsidiary will pledge and grant a security
interest in the Collateral described therein to the Agent for the benefit of the
Lenders, and including any such Security and Pledge Agreement delivered pursuant
to the Existing Agreement as each has been amended concurrently herewith, and as
any such Security Agreement may be amended,
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restated, supplemented or otherwise modified from time to time in accordance
with the terms thereof and hereof.

"SECURITY DOCUMENTS" means, collectively, the Mortgages, the Assignments of
Rents and Leases, the Security Agreement, the Tenant Subordination Agreements,
all mortgages, security agreements, pledge agreements, assignments and all other
instruments or documents (including UCC-1 financing statements, fixture filings,
amendments of financing statements or similar documents required or advisable in
order to perfect or maintain the Liens created by the Security Documents)
delivered by any Person pursuant to this Agreement or any of the other Loan
Documents, whether such delivery is prior to, contemporaneous with or after
delivery of this Agreement, in order to grant to Lender Liens in real, personal
or mixed property of that Person, and to maintain such Liens as each of the
foregoing may be amended, restated, consolidated, supplemented or otherwise
modified from time to time in accordance with the terms thereof and hereof.
Security Documents do not include this Agreement or the Notes.

"SPECULATIVE CONSTRUCTION IN PROGRESS" means any Construction in Progress
with respect to which COPT or its Subsidiary, as applicable, has not entered
into binding leases, licenses, concession agreements or other occupancy
agreements with unaffiliated third-parties for at least fifty percent (50%) of
the net rentable area of the Improvements that are to be constructed.

"SUBSIDIARY" means, with respect to any Person, any corporation,
partnership, limited liability company, association, trust, joint venture or
other business entity of which either (i) the Person is a general partner or
member of a limited liability company or other entity having the right to direct
or manage the business and affairs of such entity or (ii) more than 50% of the
total voting power of shares of stock or other ownership interests entitled
(without regard to the occurrence of any contingency) to vote in the election of
the Person or Persons (whether directors, managers, trustees or other Persons
performing similar functions) having the power to direct or cause the direction
of the management and policies thereof is at the time owned or controlled,
directly or indirectly, by that Person or one or more of the other Subsidiaries
of that Person or a combination thereof. The term "SUBSIDIARY" shall include
Subsidiaries of a Subsidiary.

"SUPERMAJORITY LENDERS" means all Lenders having or holding more than
66.67% of the sum of the aggregate Commitments of all Lenders.

"SURVEY" means, with respect to any Mortgaged Property, a current survey
map prepared by a surveyor licensed in the state in which such Mortgaged
Property is located, reasonably acceptable to the Agent, which shall (i) contain
the legal description of such Mortgaged Property, (ii) conform, and be certified
by such surveyor to the Agent and the Lenders and the Title Company as
conforming, to the Minimum Standard Detail Requirements for ALTA/ACSM Land Title
Surveys for urban survey class as adopted by ALTA and American Congress on
Surveying & Mapping (1992 version), and (iii) show, to the extent practicable,
all matters described in "TABLE A/OPTIONAL SURVEY RESPONSIBILITIES AND
SPECIFICATIONS" in such Minimum Standard Detail Requirements; provided, however,
that the survey need not satisfy the requirements of the preceding clauses (ii)
and (iii) if the Title Company has eliminated the survey exception from the
Title Policies and all other exceptions to the Title Policies based upon such
survey are acceptable
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to the Agent in its sole discretion. Any such survey shall contain a
certification by such surveyor to Lender stating whether the Mortgaged Property
is located in an area having special flood hazards as identified by the Federal
Emergency Management Agency.

"S&P" means Standard & Poor's, a division of The McGraw-Hill Companies,
Inc., or any successor to the business thereof.

"TAKING" means the taking or appropriation (including by deed in lieu of
condemnation or by voluntary sale or transfer under threat of condemnation or
while legal proceedings for condemnation are pending) of any Mortgaged Property,
or any part thereof or interest therein, for public or quasi-public use under
the power of eminent domain, by reason of any public improvement or condemnation
proceeding, or in any other manner or any damage or injury or diminution in
value through condemnation, inverse condemnation or other exercise of the power
of eminent domain. The term "TAKEN" used as a verb has a correlative meaning.

"TAX" or "TAXES" means any present or future tax, levy, impost, duty,
charge, fee, deduction or withholding of any nature and whatever called, on
whomsoever and wherever imposed, levied, collected, withheld or assessed by a
Governmental Authority; provided, however, that "TAX ON THE OVERALL NET INCOME"
of a Person shall be construed as a reference to a tax imposed by the
jurisdiction in which that Person's principal office (and/or, in the case of any



Lender, its lending office) is located or in which that Person is deemed to be
doing business on (or measured with reference to) all or part of the net income,
profits or gains of that Person (whether worldwide, or only insofar as such
income, profits or gains are considered to arise in or to relate to a particular
jurisdiction, or otherwise).

"TENANT" means any Person liable by contract or otherwise to pay rent or a
percentage of income, revenue or profits pursuant to a Lease, and includes a
tenant, subtenant, lessee and sublessee.

"TENANT SUBORDINATION AGREEMENT" means any Subordination, Non-Disturbance
and Attornment Agreement executed and acknowledged by a Tenant, Borrower or, if
applicable, a Mortgaged Property Subsidiary and the Agent, on behalf of the
Lenders, and reasonably satisfactory in form and substance to the Agent, as each
such agreement may be amended, restated, supplemented or otherwise modified from
time to time in accordance with the terms thereof and hereof.

"TERM LOAN" means the Indebtedness incurred by Borrower and other parties
under the Term Loan Agreement.

"TERM LOAN AGREEMENT" means that certain Senior Secured Credit Agreement
dated as of August 31, 1998, by and among COPT, Borrower, COPH, Blue Bell
Investment Company, L.P., a Delaware limited partnership, South Brunswick
Investors, L.P., a Delaware limited partnership, Comcourt Investors, L.P., a
Delaware limited partnership, and 6385 Flank Drive, L.P., a Pennsylvania limited
partnership, collectively, as "Loan Parties", Bankers Trust Company and each
other lender that may thereafter become a party to such Agreement pursuant to
Section 8.1.1 therein, collectively, as "Lenders", and Bankers Trust Company as
agent for the Lenders, as amended by that certain First Amendment to Amended and
Restated Senior Secured Credit
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Agreement dated as of January 31, 1999, by that certain Second Amendment to
Amended and Restated Senior Secured Credit Agreement of even date herewith, and
as it may be amended, restated, supplemented or otherwise modified from time to
time.

"TITLE COMPANY" means (i) as of any date on or prior to the Closing Date,
Commonwealth Land Title Insurance Company and (ii) as of any date after the
Closing Date, such other title company as may be selected by Borrower and
approved by the Agent in its reasonable discretion.

"TITLE POLICIES" means, with respect to the Mortgaged Properties, the paid
mortgagee policies of title insurance in the form of a 1970 ALTA loan policy (or
other form of loan policy available in the applicable state and acceptable to
the Agent) and issued by the Title Company.

"TOTAL MORTGAGED PROPERTY ADJUSTED NET INCOME" means, for any period and as
of any date of determination, the aggregate Property Adjusted Net Income for
such period with respect to all Mortgaged Properties.

"TOTAL MORTGAGED PROPERTY INTEREST EXPENSE" means, for any period, total
interest expense related to outstanding Indebtedness secured by the Mortgaged
Properties, such interest to be calculated for purposes of this Agreement
against the aggregate amount of the Commitments regardless of the actual
outstanding principal amount of the Loans using a constant based on the greater
of (i) the weighted average of actual interest rates then accruing on Loans made
hereunder, and (ii) the 10-year Treasury Rate as of the date of determination,
plus 1.75%, instead of the interest rates actually applicable thereto.

"TRANSFER" means any conveyance, assignment, sale, sale and leaseback,
mortgaging, encumbrance, pledging, hypothecation, granting of a security
interest in, granting of options with respect to or other disposition of
(directly or indirectly, voluntarily or involuntarily, by operation of law or
otherwise, and whether or not for consideration or of record) all or any portion
of any legal or beneficial interest (i) in all or any portion of any Property or
(ii) in any other assets of any Loan Party or any of its Subsidiaries, or (iii)
of any Partnership Interest held by COPT in Borrower.

"TREASURY RATE" means, as of any date or determination, a rate equal to the
annual yield to maturity on the U.S. Treasury Constant Maturity Series with a
ten year maturity, as such yield is reported in Federal Reserve Statistical
Release H.15-Selected Interest Rate, published most recently prior to the date
the applicable Treasury Rate is being determined. Such yield shall be determined
by straight line linear interpolation between the yields reported in Release
H.15, if necessary. In the event Release H.15 is no longer published, Agent
shall select, in its reasonable discretion, an alternate basis for the
determination of Treasury yield for U.S. Treasury Constant Maturity Series with
ten year maturities.

"UNDEVELOPED LAND" means real property owned by COPT or any of its
Subsidiaries (including Borrower) on which no Improvements are located and that
is not Construction in Progress.
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"UNITED STATES OF AMERICA" means the 50 states of the United States of

America and Washington,

D.C.

, but excluding any territories or possessions

thereof other than the Commonwealth of Puerto Rico.

"WHOLLY OWNED" means, with respect to any Subsidiary of any Person, a
Subsidiary all of the outstanding equity Securities of which are owned directly
or indirectly by such Person.

"WORK" has the meaning assigned to that term in Section 5.11.6.

<Page>

Appendix I - 31

SECOND AMENDED AND RESTATED SENIOR SECURED
REVOLVING CREDIT AGREEMENT

$150,000,000
DATED AS OF MARCH 8, 2002

BETWEEN

CORPORATE OFFICE PROPERTIES, L.P.,

AS BORROWER,

CORPORATE OFFICE PROPERTIES TRUST,

ANY

AS GUARANTOR,
MORTGAGED PROPERTY SUBSIDIARY

WHICH MAY NOW BE OR HEREAFTER BECOME A

PARTY TO THIS AGREEMENT,

COLLECTIVELY, AS LOAN PARTIES

AND

BANKERS TRUST COMPANY,
AND EACH OTHER LENDER

WHICH MAY HEREAFTER BECOME A
PARTY TO THIS AGREEMENT PURSUANT

TO SECTION 8.1.1
COLLECTIVELY, AS LENDERS

AND

BANKERS TRUST COMPANY,
AS AGENT

AND

DEUTSCHE BANC ALEX.BROWN INC.,

AS LEAD ARRANGER AND
SOLE BOOK RUNNING MANAGER
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Selected Financial Data

The following table contains summary financial data as of and for each of the years ended December 31, 1997 through 2001. Our selected financial data for the
years reported is not comparable due to our growth resulting from property acquisitions, completed construction and other changes in our organization. Since this information
is only a summary, you should refer to our consolidated financial statements and notes thereto and the section of this report entitled “Management’s Discussion and Analysis

of Financial Condition and Results of Operations” for additional information.

Corporate Office Properties Trust

(Dollar and share information in thousands, except ratios and per share data)

2001 2000 1999 1998 1997
Revenues
Rental revenue $ 110,547  $ 93,309 $ 70,101  $ 35,676 $ 6,122
Tenant recoveries and other revenue 14,999 15,684 11,011 4,538 496
Revenue from real estate operations 125,546 108,993 81,112 40,214 6,618
Expenses
Property operating 36,782 31,235 22,325 9,632 728
Interest 32,773 30,454 21,808 12,207 2,855
Amortization of deferred financing costs 1,818 1,382 975 423 64
Depreciation and other amortization 20,976 16,977 12,075 6,285 1,267
Reformation costs(!) — — — 637 —
Termination of advisory agreement(z) — — — — 1,353
Expenses from real estate operations 92,349 80,048 57,183 29,184 6,267
Earnings from real estate operations before equity in income of unconsolidated
real estate joint ventures 33,197 28,945 23,929 11,030 351
Equity in income of unconsolidated real estate joint ventures 208 — — — —
Earnings from real estate operations 33,405 28,945 23,929 11,030 351
(Losses) earnings from service operations (782) (310) 198 139 —
General and administrative expenses (5,289) (4,867) (3,204) (1,890) (533)
Income (loss) before gain on sales of properties, minority interests, income taxes,
extraordinary item and cumulative effect of accounting change 27,334 23,768 20,923 9,279 (182)
Gain on sales of properties 1,618 107 1,140 — —
Income (loss) before minority interests, income taxes, extraordinary item and
cumulative effect of accounting change 28,952 23,875 22,063 9,279 (182)
Minority interests (8,984) (8,628) (6,118) (4,583) (785)
Income (loss) before income taxes, extraordinary item and cumulative effect of
accounting change 19,968 15,247 15,945 4,696 (967)
Income tax benefit, net of minority interests 269 — — — —
Extraordinary item — loss on early retirement of debt, net of minority interests (141) (113) (862) — —
Cumulative effect of accounting change, net of minority interests (174) — — — —
Net income (loss) 19,922 15,134 15,083 4,696 (967)
Preferred Share dividends (6,857) (3,802) (2,854) (327) —
Net income (loss) available to Common Shareholders $ 13,065 $ 11,332 § 12,229  $ 4,369 $ (967)
Basic earnings (loss) per Common Share
Income (loss) before extraordinary item and cumulative effect of accounting $ 0.67 $ 0.61 § 077 $ 048 § (0.60)
Net income (loss) $ 0.65 $ 0.60 § 072 $ 048 § (0.60)
Diluted earnings (loss) per Common Share
Income (loss) before extraordinary item and cumulative effect of accounting
change $ 0.64 $ 0.60 § 0.69 $ 047 § (0.60)
Net income (loss) $ 0.63 $ 059 § 0.66 $ 047 $ (0.60)
Weighted average shares outstanding — basic 20,099 18,818 16,955 9,099 1,601
Weighted average shares outstanding — diluted 21,623 19,213 22,574 19,237 1,601
1
2001 2000 1999 1998 1997
Balance Sheet Data (as of period end):
Investment in real estate (%) $ 927,053 $ 751,587  $ 696,489 $ 546887 $ 188,625
Total assets $ 984,210 $ 794,837 $ 721,034  $ 563,677 $ 193,534
Mortgage and other loans payable $ 573327  $ 474349 $ 399,627  $ 306,824  $ 114,375
Total liabilities $ 615,507 $ 495,549  $ 416,298  § 317,700  § 117,008
Minority interests $ 104,782  § 105,560  $ 112,635  $ 77,196  $ 64,862
Shareholders’ equity $ 263,921 $ 193,728  $ 192,101  $ 168,781 $ 11,664
Debt to market capitalization 53.7% 57.3% 57.6% 58.7% 53.1%
Debt to undepreciated real estate assets 58.6% 60.4% 55.9% 55.1% 59.6%
Other Financial Data (for the year ended):
Cash flows provided by (used in):
Operating activities $ 50,875 $ 35,026 $ 32,296 $ 12,863 $ 3,216
Investing activities $ (155,741) $ (73,256) $ (125,836) $ (183,650) $ 973
Financing activities $ 106,525 $ 40,835 $ 93,567 $ 169,741 $ (1,052)
Funds from operations — basic ) (%) $ 40419 $ 34,587  $ 27428 $ 11,778 $ 365
Funds from operations — diluted ) ) $ 43214 $ 37,504 $ 31401 $ 15517 $ 1,085
Adjusted funds from operations — diluted (%) (©) $ 34,609 $ 30,554 $ 26,056  $ 13,194  $ 790
Cash dividends declared per Common Share $ 082 $ 078 $ 074 $ 0.66 $ 0.50
Payout ratio ®)(7) 62.6% 67.0% 64.3% 77.7% 166.7%
Interest coverage (®) 2.57 2.38 2.56 236 1.88
Ratio of earnings to combined fixed charges and preferred share
dividends 1.29 1.33 1.48 1.33 0.75
Property Data (as of period end):
Number of properties owned ©) 98 83 79 57 17



Total rentable square feet owned (in thousands) ® 7,801 6,473 6,076 4,977 1,852

1) Reflects a non-recurring expense of $637 associated with our reformation as a Maryland Real Estate Investment Trust (“REIT”) during the first quarter of 1998.
2 Reflects a non-recurring expense of $1,353 associated with the termination of an advisory agreement during the fourth quarter of 1997.

3) Certain prior period amounts have been reclassified to conform with the current presentation.

“ We consider Funds from Operations (“FFO”) to be meaningful to investors as a measure of the financial performance of an equity REIT when considered with the

financial data presented under generally accepted accounting principles (“GAAP”). Under the National Association of Real Estate Investment Trusts’ (“NAREIT”)
definition, FFO means net income (loss) computed using GAAP, excluding gains (or losses) from debt restructuring and sales of property, plus real estate-related
depreciation and amortization and after adjustments for unconsolidated partnerships and joint ventures, although we have included gains from the sales of properties to
the extent such gains related to redevelopment services provided. FFO-diluted adjusts FFO assuming conversion of securities that are convertible into our Common
Shares when such conversion does not increase our diluted FFO per share in a given year. The FFO we present may not be comparable to the FFO of other REITs
since they may interpret the current NAREIT definition of FFO differently or they may not use the current NAREIT definition of FFO. FFO is not the same as cash
generated from operating activities or net income determined in accordance with GAAP. FFO is not necessarily an indication of our cash flow available to fund cash
needs. Additionally, it should not be used as an alternative to net income when evaluating our financial performance or to cash flow from operating, investing and
financing activities when evaluating our liquidity or ability to make cash distributions or pay debt service.

5) The amounts reported for 1998 and 1997 are restated from amounts previously reported due to a change in NAREIT’s definition of FFO.

6) We compute adjusted funds from operations-diluted by subtracting straight-line rent adjustments and recurring capital improvements from FFO-diluted.

@) We compute payout ratio by dividing total Common and convertible preferred share dividends and total distributions reported for the year by FFO-diluted.
®) We compute interest coverage by dividing earnings before interest, depreciation and amortization by interest expense. We compute earnings before interest,

depreciation and amortization by subtracting property operating and general and administrative expenses from the sum of revenue from real estate operations, equity in
income of unconsolidated real estate joint ventures and earnings (losses) from service operations.
©) Amounts reported for December 31, 2001 include two properties totaling 135,428 rentable square feet held through two joint ventures.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations
Overview

We conduct almost all of our operations through our operating partnership, Corporate Office Properties, L.P. (the “Operating Partnership”), for which we are the
managing general partner. The Operating Partnership owns real estate both directly and through subsidiary partnerships and limited liability companies. The Operating
Partnership also owns Corporate Office Management, Inc. (“COMI”). Prior to January 1, 2001, the Operating Partnership owned the principal economic interest in COMI but
owned only 1% of COMI’s voting stock. We refer to COMI and its subsidiaries as the “Service Companies.” Interests in our Operating Partnership are in the form of
Common and Preferred Units. As of December 31, 2001, we owned approximately 66% of the outstanding Common Units and approximately 81% of the outstanding
Preferred Units. The remaining Common and Preferred Units in our Operating Partnership were owned by third parties, which included certain of our officers and Trustees.

We are organized and have operated in a manner that permits us to satisfy the requirements for taxation as a Real Estate Investment Trust (“REIT”) under the Internal
Revenue Code of 1986.

In this section, we discuss our financial condition and results of operations for 2001 and 2000. This section includes discussions on, among other things:

. why various components of our Consolidated Statements of Operations changed from 2000 to 2001 and from 1999 to 2000;

. what our primary sources and uses of cash were in 2001;

. how we raised cash for acquisitions and other capital expenditures during 2001;

. our accounting policies that both require our most difficult, subjective or complex judgments and are most important to the portrayal of our financial condition and
results of operations.

. how we intend to generate cash for short and long-term capital needs; and

. the computation of our funds from operations for 2001, 2000 and 1999.

You should refer to our consolidated financial statements and selected financial data table as you read this section.

This section contains “forward-looking” statements, as defined in the Private Securities Litigation Reform Act of 1995, that are based on our current expectations,
estimates and projections about future events and financial trends affecting the financial condition of our business. Statements that are not historical facts, including
statements about our beliefs and expectations, are forward-looking statements. These statements are not guarantees of future performance, events or results and involve
potential risks and uncertainties. Accordingly, actual results may differ materially from those addressed in the forward-looking statements. We undertake no obligation to
publicly update forward-looking statements, whether as a result of new information, future events or otherwise.

Important factors that may affect these expectations, estimates or projections include, but are not limited to: our ability to borrow on favorable terms; general
economic and business conditions, which will, among other things, affect office property demand and rents, tenant creditworthiness, interest rates and financing availability;
adverse changes in the real estate markets including, among other things, increased competition with other companies; risks of real estate acquisition and development;
governmental actions and initiatives and environmental requirements.

Corporate Office Properties Trust
Operating Data Variance Analysis
(Dollars for this table are in thousands, except per share data)

For the Years Ended December 31, For the Years Ended December 31,
2001 2000 Variance % Change 2000 1999 Variance %Change

Revenues

Rental revenue $ 110,547  $ 93,309 § 17,238 18% $ 93,309 § 70,101  $ 23,208 33%
Tenant recoveries and other
revenue 14,999 15,684 (685) 4)% 15,684 11,011 4,673 42%
Revenues from real estate

operations 125,546 108,993 16,553 15% 108,993 81,112 27,881 34%

Expenses

Property operating 36,782 31,235 5,547 18% 31,235 22,325 8,910 40%



Interest and amortization of
deferred financing costs
Depreciation and other
amortization
Expenses from real estate
operations
Earnings from real estate operations
before equity in income of
unconsolidated real estate joint
ventures
Equity in income of unconsolidated
real estate joint ventures
Earnings from real estate operations
(Losses) earnings from service
operations
General and administrative expense
Gain on sales of properties
Income before minority interests,
income taxes, extraordinary item
and cumulative effect of
accounting change
Minority interests
Income tax benefit, net
Extraordinary item — loss on early
retirement of debt, net
Cumulative effect of accounting
change, net
Net income
Preferred Share dividends
Net income available to Common
Shareholders
Basic earnings per Common Share
Income before extraordinary item
and cumulative effect of
accounting change
Net income
Diluted earnings per Common Share
Income before extraordinary item
and cumulative effect of
accounting change
Net income

34,591 31,836 2,755
20,976 16,977 3,999
92,349 80,048 12,301
33,197 28,945 4252
208 — 208
33,405 28,945 4,460
(782) (310) (472)
(5.289) (4.867) (422)
1,618 107 1,511
28,952 23,875 5,077
(8,984) (8,628) (356)
269 — 269
(141) 113) (28)
(174) — (174)
19,922 15,134 4,788
(6.857) (3.802) (3,055)
$ 13,065 11332 § 1,733
$ 0.67 061 $ 0.06
$ 0.65 060 $ 0.05
$ 0.64 060 $ 0.04
$ 0.63 059 $ 0.04
4

9%
24%

15%

15%

N/A
15%

152%
9%
1,412%

21%
4%
N/A

25%
N/A

32%

80%

15%

31,836 22,783 9,053
16,977 12,075 4,902
80,048 57,183 22,865
28,945 23,929 5,016
28,945 23,929 5,016
(310) 198 (508)
(4,867) (3,204) (1,663)
107 1,140 (1,033)
23,875 22,063 1,812
(8,628) (6,118) (2,510)
(113) (862) 749
15,134 15,083 51
(3,802) (2,854) (948)
11332 $ 12,229 $ (897)
061 $ 077 $ (0.16)
060 $ 072 $ (0.12)
060 $ 069 $ (0.09)
059 $ 066 $ (0.07)

40%
41%

40%

21%

N/A
21%

@57)%
52%
O1)%

8%
41%
N/A

87)%
N/A
0%
33%

(7%

21)%
(17)%

(13)%
(11)%

Results of Operations

Comparison of the Years Ended December 31, 2001 and 2000

Our revenues from real estate operations increased $16.6 million or 15%, of which $17.2 million was generated by rental revenue, offset by a decrease in tenant
recoveries and other revenue of $685,000. Included in this change are the following:

¢ $18.9 million increase attributable to 15 properties acquired and eight newly-constructed properties placed in service during 2000 and 2001;

¢ $1.9 million decrease attributable to properties sold during 2000 and 2001;

¢ $1.2 million decrease attributable to 75 office properties owned throughout both reporting periods that includes the following:

¢ $2.5 million decrease in tenant recoveries and other revenue resulting mostly from a decrease in anticipated operating cost levels in 2001 compared to 2000

and a change in our tenant composition; and

¢ $1.3 million increase in rental revenue due primarily to increases in rental rates on renewed and re-tenanted space; and

*  $778,000 increase attributable to fees earned for other real estate services.

Our expenses from real estate operations increased $12.3 million or 15% due to the effects of the increases in property operating expenses, interest expense and

amortization of deferred financing costs and depreciation and other amortization described below.

Our property operating expenses increased $5.5 million or 18%. Included in this change are the following:

¢ $4.3 million increase attributable to 15 properties acquired and eight newly-constructed properties placed in service during 2000 and 2001;

¢ $1.8 million increase attributable to 75 office properties owned throughout both reporting periods that includes the following:

¢ $762,000 due to increased expense associated with doubtful or uncollectible receivables, of which $614,000 is attributable to a tenant that declared bankruptcy;

¢ $430,000 due to increases in real estate taxes resulting from increased assessments of property value; and

¢ $341,000 due to increased repair and maintenance costs related primarily to building exterior and ground improvement projects and heating and ventilation

units; and

*  $512,000 decrease attributable to properties sold during 2000 and 2001.

Our interest expense and amortization of deferred financing costs increased $2.8 million or 9% due primarily to a 14% increase in our average outstanding debt
balance resulting from our 2000 and 2001 acquisitions and construction activity, offset somewhat by a decrease in our weighted average interest rates from 7.83% to 7.62%.
Our depreciation and other amortization expense increased $4.0 million or 24%, $2.8 million of which is attributable to 15 properties acquired and eight newly-constructed
properties placed in service during 2000 and 2001.

Our losses from service operations increased $472,000 and our general and administrative expenses increased $422,000 or 9%. We also had a $1.5 million increase

in our gain from sales of properties.

As a result of the above factors, income before minority interests, income taxes, extraordinary item and cumulative effect of accounting change increased $5.1

million or 21%. The amounts reported for minority interests on our Consolidated Statements of Operations represent primarily the portion of the Operating Partnership’s net



income not allocated to us. Our income allocation to minority interests before giving effect to income tax benefit, extraordinary item and cumulative effect of accounting
change increased $356,000 or 4%.

Our income tax benefit of $269,000 in 2001 was due to losses of our Service Companies; income taxes associated with the Service Companies were reflected in (losses)
earnings from service operations in prior years.

Our net income available to Common Shareholders increased $1.7 million or 15% due to the factors discussed above, offset by the following:

$3.1 million increase in Preferred Share dividends resulting from our 2001 issuance of Series D Cumulative Convertible Redeemable Preferred Shares of

beneficial interest (“Series D Preferred Shares”), Series E Cumulative Redeemable Preferred Shares of beneficial interest (“Series E Preferred Shares™), and Series
F Cumulative Redeemable Preferred Shares of beneficial interest (“Series F Preferred Shares”);

$28,000 increase in extraordinary loss on early retirement of debt; and

$174,000 loss due to the cumulative effect of an accounting change resulting from our adoption of Statement of Financial Accounting Standards No. 133
(discussed in Note 3 to our Consolidated Financial Statements).

Our diluted earnings per Common Share on net income of $0.63 increased by $0.04 or 7%.

Comparison of the Years Ended December 31, 2000 and 1999

Our revenues from real estate operations increased $27.9 million or 34%, of which $23.2 million was generated by rental revenue and $4.7 million by tenant
recoveries and other revenue. Included in this change are the following:

$24.3 million increase attributable to 30 properties acquired and seven newly-constructed properties placed in service during 1999 and 2000;

$3.4 million increase attributable to 45 office properties owned throughout both reporting periods due mostly to increases in rental rates on renewed space,
additional lease termination revenue and steady occupancy; and

¢ $1.0 million decrease attributable to properties sold during 1999 and 2000.

Our expenses from real estate operations increased $22.9 million or 40% due to the effects of the increases in property operating expenses, interest expense and
amortization of deferred financing costs and depreciation and other amortization described below.

Our property operating expenses increased $8.9 million or 40%. Included in this change are the following:

$6.9 million increase attributable to 30 properties acquired and seven newly-constructed properties placed in service during 1999 and 2000; and

$1.9 million increase attributable to 45 office properties owned throughout both reporting periods. $1.2 million of this increase was attributable to increased

repairs and maintenance costs, $424,000 of which was increased snow removal and $221,000 of which was increased heating and air conditioning unit
maintenance costs.

Our interest expense and amortization of deferred financing costs increased $9.1 million or 40% due to a 38% increase in our average outstanding debt balance
resulting from our 1999 and 2000 acquisitions and construction activity and an increase in interest rates on our variable rate and refinanced debt. Our depreciation and other
amortization expense increased $4.9 million or 41%, $4.0 million of which is attributable to 30 properties acquired and seven newly-constructed properties placed in service
during 1999 and 2000.

Our losses from service operations increased $508,000. Our general and administrative expenses increased $1.7 million or 52% due mostly to our responsibility for
an increased percentage of the Service Companies’ personnel and overhead related expenses in 2000 and the expense associated with Common Shares subject to forfeiture
restrictions issued to certain of our officers in December 1999 and January 2000. We also had a $1.0 million decrease in our gain from sales of properties.

6

As a result of the above factors, income before minority interests, income taxes, extraordinary item and cumulative effect of accounting change increased by $1.8
million or 8%. Our income allocation to minority interests before giving effect to the extraordinary item increased $2.5 million or 41% due to the increase in the Operating
Partnership’s net income combined with a higher percentage ownership by minority interests during 2000.

Our net income available to Common Shareholders decreased $897,000 or 7% due to the factors discussed above, combined with the following:

$749,000 decrease in extraordinary loss on early retirement of debt; and

$948,000 increase in Preferred Share dividends resulting mostly from the issuance of Series B Cumulative Redeemable Preferred Shares of beneficial interest in

July 1999, offset somewhat by the absence of dividends on the Series A Cumulative Convertible Preferred Shares of beneficial interest converted into Common
Shares in September 2000.

Critical Accounting Policies and Estimates

Our consolidated financial statements are prepared in accordance with generally accepted accounting principles (“GAAP”), which require us to make certain
estimates and assumptions. A summary of our significant accounting policies is provided in Note 3 to our consolidated financial statements. The following section is a
summary of certain aspects of those accounting policies that both require our most difficult, subjective or complex judgments and are most important to the portrayal of our
financial condition and results of operations. We believe it is unlikely that the use of different reasonable estimates or assumptions in making these judgments would result in
materially different amounts being reported in our consolidated financial statements.

When we acquire real estate properties, we allocate the components of these acquisitions using relative fair values computed using ouestimates and assumptions.
These estimates and assumptions impact the amount of costs allocated between land and different categories of building improvements as well as the amount of
costs assigned to individual properties in multiple property acquisitions. These allocations also impact depreciation expense and gains or losses recorded on sales
of properties.

When our employees are engaged in activities associated with construction and development and acquiring real estate under construction or development, we
capitalize direct labor and allocable overhead costs to these activities. Our capitalization process is designed to reflect the actual direct labor and allocable
overhead costs by using estimates of these costs to derive hourly rates for employees directly engaged in these activities. We then multiply the actual hours that
those employees were engaged in the activities by the hourly rates to compute the amounts to be capitalized.



*  We recognize an impairment loss on a real estate asset if the asset’s undiscounted expected future cash flows are less than its depreciated cost. We compute a real
estate asset’s undiscounted expected future cash flows using certain estimates and assumptions.

*  We use three different accounting methods to report our investments in entities: the consolidation method, the equity method and the cost method (see Note 2 to
our Consolidated Financial Statements). We use the consolidation method when we own most of the outstanding voting interests in an entity and can control its
operations. We use the equity method when we own an interest in an entity and can exert significant influence over the entity’s operations but cannot control the
entity’s operations. We use the cost method when we own an interest in an entity and cannot exert significant influence over the entity’s operations. We review
these investments regularly for possible impairment using certain estimates and assumptions regarding undiscounted expected future cash flow. We also review
these investments regularly for proper accounting treatment, although a key factor in this review, the determination of whether or not we can control or exert
significant influence over an entity’s operations, can be subjective in nature.

*  We review our receivables regularly for potential collection problems in computing the allowance recorded against our receivables; this review process requires
that we make certain judgments regarding collections that are inherently difficult to predict.
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Liquidity and Capital Resources
In our discussion of liquidity and capital resources set forth below, we describe certain risks and uncertainties; however, they are nothe only ones that we face.

Cash provided from operations is our primary source of liquidity to fund dividends and distributions, pay debt service and fund working capital requirements. We
expect to continue to use cash provided by operations to meet our short-term capital needs, including all property expenses, general and administrative expenses, debt service,
dividend and distribution requirements and recurring capital improvements and leasing commissions. We do not anticipate borrowing to meet these requirements. Factors
that could negatively impact our ability to generate cash from operations in the future include the following:

*  We earn revenue from renting our properties. Our operating costs do not necessarily fluctuate in relation to changes in revenue. This means our costs will not
necessarily decline even if our revenues do. Also, our operating costs may increase while our revenues do not.

¢ When leases expire for our properties, our tenants may not renew or may renew on terms less favorable to us than the terms of the original lease. For new tenants,
or upon lease expiration for existing tenants, we generally must make improvements and pay other tenant-related costs for which we may not receive increased
rents. We also may incur building-related capital improvements for which tenants may not reimburse us. If a tenant leaves, we can expect to incur a vacancy for
some period of time as well as higher capital costs than if a tenant renews.

¢ Asof December 31, 2001, three tenants accounted for approximately 24.2% of our total annualized rental revenue. The leases of one of these tenants, the United
States Federal government, provide for one-year terms or provide for early termination rights. The government may terminate its leases if, among other reasons,
the Congress of the United States fails to provide funding. Our cash flow from operations could be negatively impacted if any of our three largest tenants fail to
make rental payments to us, or if the Federal government elects to terminate several of its leases and the space cannot be re-leased on satisfactory terms.

¢ One of our larger tenants or a number of our smaller tenants could experience financial difficulties, including bankruptcy, insolvency or general downturn of
business, and be unable to fulfill their lease obligations by paying their rental payments in a timely manner.

* A decline in the real estate market or economic conditions could occur in the Mid-Atlantic region of the United States, where all of our properties were located as
of December 31, 2001, or in the Baltimore/Washington Corridor, where 65.1% of our annualized office rents were generated as of December 31, 2001.

*  Numerous commercial properties compete for tenants with our properties and our competitors are building additional properties in the markets in which our
properties are located. Some of these competing properties may be newer or have more desirable locations than our properties. If the market does not absorb
newly-constructed space, market vacancies will increase and market rents may decline. As a result, we may have difficulty leasing space at our properties and we
may be forced to lower the rents we charge on new leases to compete effectively.

¢ Ifshort-term interest rates were to increase, the interest payments on our variable rate debt would increase, although this increase may be reduced to the extent we
had interest rate swap and cap agreements outstanding.

¢  Ifshort-term interest rates were to decrease, the interest payments on our interest rate swap agreement would increase.

*  We may not be able to refinance our existing indebtedness on terms as favorable as the terms of our existing indebtedness, which would result in higher interest
expense.

¢ Although we believe that we adequately insure our properties, we are subject to the risk that our insurance may not cover all of the costs to restore a property that
is damaged by a fire or other catastrophic event.

We historically have financed our long-term capital needs, including property acquisitions and construction activity, through a combination of the following:

¢ cash from operations;

*  borrowings from our secured revolving credit facility with Bankers Trust Company (the “Revolving Credit Facility”);
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*  Dborrowings from new loans;
¢ additional equity issuances of Common Shares, Preferred Shares, Common Units and/or Preferred Units; and
*  proceeds from sales of properties.

We often use our Revolving Credit Facility to initially finance much of our investing and financing activities. We then pay down our Revolving Credit Facility using
proceeds from long-term borrowings collateralized by our properties as attractive financing conditions arise and equity issuances as attractive equity market conditions arise.
Amounts available under the Revolving Credit Facility are generally computed based on 65% of the appraised value of properties pledged as collateral. As of February 19,
2002, the maximum amount available under our Revolving Credit Facility is $125.0 million, of which $8.0 million is unused; our collateral on this loan exceeds the maximum
amount available as of February 19, 2002 by $28.7 million. We expect to increase the borrowing limit of the Revolving Credit Facility from $125.0 million to $150.0 million
during 2002. Factors that could negatively impact our ability to finance our long-term capital needs in the future include the following:

*  AsaREIT, we must distribute 90% of our annual taxable income, which limits the amount of cash we have available for other business purposes, including
amounts to fund our long-term capital needs.

¢ Our strategy is to operate with higher debt levels than most other REITs. However, these high debt levels could make it difficult to obtain additional financing
when required and could also make us more vulnerable to an economic downturn.

¢ We may not be able to refinance our existing indebtedness, or refinance on terms as favorable as the terms of our existing indebtedness.

*  Much of our ability to raise capital through the issuance of preferred shares, Common Shares or securities that are convertible into our Common Shares, including
Common Units in our Operating Partnership and convertible preferred units, is dependent on the value of our Common and preferred shares. As is the case with
any publicly traded securities, certain factors outside of our control could influence the value of these shares.



*  When we develop and construct properties, we run the risk that actual costs will exceed our budgets, that we will experience construction or development delays
and that projected leasing will not occur.

¢ Equity real estate investments like our properties are relatively difficult to sell and convert to cash quickly, especially if market conditions are poor. The Internal
Revenue Code imposes certain penalties on a REIT that sells property held for less than four years. In addition, for certain of our properties that we acquired from
the sellers using units in our Operating Partnership, we are restricted from entering into transactions (such as the sale or refinancing of the acquired property) that
will result in a taxable gain to the sellers without the consent of the sellers. Due to all of these factors, we may be unable to sell a property at an advantageous time
to fund our long-term capital needs.

The following table summarizes our material contractual cash obligations at December 31, 2001 (in thousands):

For the Years Ended December 31,

2002 2003 to 2004 2005 to 2006 Thereafter Total

Contractual cash obligations
Mortgage loans payable(]) $ 79,486 $ 210,683 $ 88,779 $ 194379 $ 573,327
Construction costs on construction projects

underway® 17,767 = - = 17,767
Capital lease obligationsm 37 67 18 — 122
Operating leases® 305 343 67 — 715
Total contractual cash obligations $ 97,595  § 211,093 $ 88,864 $ 194379 $ 591,931
Other commitments
Guarantees of joint venture loans®) $ 16 § 27,091  § — S — 8 27,107

(1) Our loan maturities in 2002 include two construction loans totaling $17.3 million and one loan of $6.5 million that may each be extended for a one-year period, subject to
certain conditions; as of December 31, 2001, we were in compliance with the necessary conditions for us to extend these loans. We expect to make payments on our
amortizing loans using cash generated from operations. We expect to pay other loan maturities due primarily by obtaining new loans.

(2) We expect to pay costs on construction projects underway using primarily existing construction loan facilities in place (see discussion below).

(3) We expect to pay these items using cash generated from operations.

(4) We do not expect to have to fulfill our obligation as guarantor of joint venture loans.

In addition to the contractual obligations set forth above, we also had the following commitments at December 31, 2001:

¢ In the event that the costs to complete construction of two buildings owned by joint ventures exceed amounts funded by member investments previously made
and existing construction loan facilities, we will be responsible for making additional investments in these joint ventures of up to $8.6 million.

*  We may need to make our share of additional investments in our real estate joint ventures (generally based on our percentage ownership) in the event that
additional funds are needed. In the event that the other members of these joint ventures do not pay their share of investments when additional funds are
needed, we may then need to make even larger investments in these joint ventures.

¢ In four of our joint ventures, we would be obligated to acquire the 20% membership interests of those joint ventures not owned by us in the event that all of
the following were to occur:

(1) an 18-month period passes from the date that 85% of the square feet in the joint ventures’ respective buildings become occupied (the “18-month
period”);

(2) atthe end of the 18-month period, the joint ventures’ respective buildings are 90% leased and occupied by tenants who are not in default under their
leases; and

(3) six months passes from the end of the 18-month period and either the buildings are not sold or we have not acquired the other members’ interests.

The amount we would need to pay for those membership interests is computed based on the amount that the owners of those interests would receive under the
joint venture agreements in the event that the buildings were sold for a capitalized fair value (as defined in the agreements) on a defined date. At December
31,2001, one of the buildings in these joint ventures had exceeded 85% occupancy for eight months; however, this building was sold subsequent to
December 31, 2001.

*  Asof December 31, 2001, we are under contract to sell our property located at 8815 Centre Park Drive in Columbia, Maryland for $7.3 million.
Other than tenant improvements and leasing costs in the ordinary course of business, we had no other material contractual obligations as of December 31, 2001.
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Investing and financing activities for the Year Ended December 31, 2001

During 2001, we acquired for $143.7 million 13 office buildings totaling 1,180,000 square feet and a 30,900 square foot office building undergoing redevelopment.
These acquisitions were financed by:

¢ using $65.2 million in borrowings from our Revolving Credit Facility;

¢ using $49.1 million from new mortgage loans payable;

¢ assuming $15.8 million in mortgage loans payable;

¢ issuing 310,342 Common Units in our Operating Partnership valued at $3.3 million; and

¢ using cash reserves for the balance.

During 2001, we completed the construction of one office building totaling 78,460 square feet. Costs incurred on this building through December 31, 2001 totaled
$13.5 million. We borrowed $6.5 million under a construction loan facility, which was repaid on April 6, 2001. The balance of the costs was funded primarily using proceeds
from our Revolving Credit Facility and cash from operations.

As of December 31, 2001, we had construction activities underway on six buildings totaling 532,000 square feet that were 54.9% pre-leased (excluding the
construction activities of two joint ventures), including one building nearing completion that commenced operations in September 2001 on 78% of the building’s rentable
square feet. Estimated costs upon completion for these projects total approximately $91.3 million. Costs incurred on these buildings through December 31, 2001 totaled



$73.5 million. We have construction loan facilities in place totaling $61.9 million to finance the construction of four of these projects. Borrowings under these facilities
totaled $38.0 million at December 31, 2001. We also used borrowings from our Revolving Credit Facility and proceeds from debt refinancings to fund these activities. In
addition, we used $9.6 million in contributions from joint venture partners to finance the construction of two of these buildings. We have experienced a slower rate of leasing
in our construction projects than in recent years due in part to additional competing space being available in the markets where these projects are located and slower economic
growth in these markets than in previous years.

During 2001, our investments in unconsolidated real estate joint ventures increased by $7.4 million primarily due to our investment in four new joint ventures: MOR
Montpelier LLC, Gateway 70 LLC, MOR Forbes LLC and NBP 140, LLC.

During 2001, we sold an office building for $11.5 million. The net proceeds from this sale after property level debt repayment and transaction costs totaled $3.8
million, all of which was applied to our cash reserves.

During 2001, we borrowed $262.4 million under mortgages and other loans payable other than our Revolving Credit Facility, the proceeds of which were used as
follows:

¢ $110.2 million to repay other loans;

¢ $64.8 million to finance acquisitions;

® $54.5 million to pay down our Revolving Credit Facility;
* $18.3 million to finance construction activities; and

¢ the balance to fund cash reserves.

In January 2001, we issued 544,000 Series D Preferred Shares to a foreign trust at a price of $22.00 per share for proceeds totaling approximately $12.0 million.
These shares are nonvoting and are redeemable for cash at $25.00 per share at our option on or after January 25, 2006. These shares are also convertible by the holder on or
after January 1, 2004 into Common Shares on the basis of 2.2 Common Shares for each Series D Preferred Share. Holders of these shares are entitled to cumulative
dividends, payable quarterly (as and if declared by the Board of Trustees). Dividends accrue from the date of issue at the annual rate of $1.00 per share, which is equal to 4%
of the $25.00 per share redemption price. We contributed the net proceeds to our Operating Partnership in exchange for 544,000 Series D Preferred Units. The Series D
Preferred Units carry terms that are substantially the same as the Series D Preferred Shares. The Operating Partnership used most of the proceeds to pay down our Revolving
Credit Facility.

11

In April 2001, we completed the sale of 1,150,000 Series E Preferred Shares to the public at a price of $25.00 per share. These shares are nonvoting and are
redeemable for cash at $25.00 per share at our option on or after July 15, 2006. Holders of these shares are entitled to cumulative dividends, payable quarterly (as and if
declared by the Board of Trustees). Dividends accrue from the date of issue at the annual rate of $2.5625 per share, which is equal to 10.25% of the $25.00 per share
redemption price. We contributed the net proceeds to our Operating Partnership in exchange for 1,150,000 Series E Preferred Units. The Series E Preferred Units carry terms
that are substantially the same as the Series E Preferred Shares. The Operating Partnership used most of the proceeds to pay down our Revolving Credit Facility.

In September 2001, we completed the sale of 1,425,000 Series F Preferred Shares to the public at a price of $25.00 per share. These shares are nonvoting and are
redeemable for cash at $25.00 per share at our option on or after October 15, 2006. Holders of these shares are entitled to cumulative dividends, payable quarterly (as and if
declared by the Board of Trustees). Dividends accrue from the date of issue at the annual rate of $2.46875 per share, which is equal to 9.875% of the $25.00 per share
redemption price. We contributed the net proceeds to our Operating Partnership in exchange for 1,425,000 Series F Preferred Units. The Series F Preferred Units carry terms
that are substantially the same as the Series F Preferred Shares. The Operating Partnership used most of the proceeds to pay down our Revolving Credit Facility.

Investing and financing activities subsequent to the Year Ended December 31, 2001

In March 2002, we completed the sale of 10,961,000 of our Common Shares to the public at a price of $12.04 per share; Constellation was the owner of 8,876,172 of
these shares and 2,084,828 of these shares were new issues. With the completion of this transaction, Constellation is no longer a shareholder. We contributed the net
proceeds from the newly-issued shares to our Operating Partnership in exchange for 2,084,828 Common Units. The Operating Partnership used most of the proceeds to pay
down the Revolving Credit Facility.

Statement of Cash Flows

We generated net cash flow from operating activities of $50.9 million for the year ended December 31, 2001, an increase of $15.8 million from the year ended
December 31, 2000. Our increase in cash flow from operating activities is due primarily to income generated from our newly-acquired and newly-constructed properties.
Our net cash flow used in investing activities for the year ended December 31, 2001 increased $82.5 million from the year ended December 31, 2000 due primarily to
additional cash outlays of $68.9 million in connection with purchases of and additions to commercial real estate properties and $15.1 million in connection with investments
and advances to unconsolidated real estate joint ventures. Our net cash flow provided by financing activities for the year ended December 31, 2001 increased $65.7 million
from the year ended December 31, 2000 due primarily to $72.4 million in proceeds from the issuance of our Series D, Series E and Series F Preferred Shares in 2001 and a
$289.6 million increase in proceeds from mortgage and other loans payable, offset by a $294.5 million increase in repayments of mortgage and other loans payable.

Funds From Operations

We consider Funds from Operations (“FFO”) to be meaningful to investors as a measure of the financial performance of an equity REIT when considered with the
financial data presented under GAAP. Under the National Association of Real Estate Investment Trusts’ (“NAREIT”) definition, FFO means net income (loss) computed
using GAAP, excluding gains (or losses) from debt restructuring and sales of property, plus real estate-related depreciation and amortization and after adjustments for
unconsolidated partnerships and joint ventures, although we have included gains from the sales of properties to the extent such gains related to redevelopment services
provided. FFO assuming conversion of share options, Common Unit warrants, Preferred Units and Preferred Shares adjusts FFO assuming conversion of securities that are
convertible into our Common Shares when such conversion does not increase our diluted FFO per share in a given year. The FFO we present may not be comparable to the
FFO of other REITs since they may interpret the current NAREIT definition of FFO differently or they may not use the current NAREIT definition of FFO. FFO is not the
same as cash generated from operating activities or net income determined in accordance with GAAP. FFO is not necessarily an indication of our cash flow available to fund
cash needs. Additionally, it should not be used as an alternative to net income when evaluating our financial performance or to cash flow from operating, investing and
financing activities when evaluating our liquidity or ability to make cash distributions
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or pay debt service. Our FFO for the years ended December 31, 2001, 2000 and 1999 are summarized in the following table:

For the Years ended December 31,
(Dollars and shares in thousands)



2001 2000 1999
Income before minority interests, income taxes, extraordinary item and cumulative effect of

accounting change $ 28,952 $ 23875 § 22,063
Add: Real estate-related depreciation and amortization 20,702 16,887 11,987
Less: Preferred Unit distributions (2,287) (2,240) (2,620)
Less: Preferred Share dividends (6,857) (3,802) (2,854)
Less: Minority interest in other consolidated entities (84) (26) ®)
Less: Gain on sales of rental properties, excluding redevelopment portion M 416) (107) (1,140)
Add: Income tax benefit, gross 409 — —
Funds from operations 40,419 34,587 27,428
Add: Preferred Unit distributions 2,287 2,240 2,620
Add: Convertible Preferred Share dividends 508 677 1,353
Funds from operations assuming conversion of share options, Common Unit warrants, Preferred

Units and Preferred Shares. 43,214 37,504 31,401
Less: Straight line rent adjustments (3,175) (4,107) (2,766)
Less: Recurring capital improvements (5,430) (2,843) (2,579)
Adjusted funds from operations assuming conversion of share options, Common Unit warrants,

Preferred Units and Preferred Shares $ 34,609 $ 30,554 $ 26,056
Weighted average Common Shares 20,099 18,818 16,955
Conversion of weighted average Common Units 9,437 9,652 4,883
Weighted average Common Shares/Units 29,536 28,470 21,838
Conversion of share options 406 164 9
Conversion of Common Unit Warrants — 231 —
Conversion of weighted average Preferred Shares. 1,118 918 1,845
Conversion of weighted average Preferred Units. 2,421 2,371 5,680
Weighted average Common Shares/Units assuming conversion of share options, Common Unit

warrants, Preferred Units and Preferred Shares 33,481 32,154 29,372
1) A portion of the gain from the sale of an office building in June 2001 is included in FFO since it related to redevelopment services performed on the property.
Inflation

We have not been significantly impacted by inflation during the periods presented in this report due mostly to the relatively low inflation rates in our markets. Most
of our tenants are obligated to pay their share of a building’s operating expenses to the extent such expenses exceed amounts established in their leases, based on historical
expense levels. In addition, some of our tenants are obligated to pay their share of all of a building’s operating expenses. These arrangements reduce our exposure to
increases in such costs resulting from inflation.
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Quantitative and Qualitative Disclosures about Market Risk

We are exposed to certain market risks, the most predominant of which is changes in interest rates. Increases in interest rates can result in increased interest expense
under our Revolving Credit Facility and our other mortgage loans payable carrying variable interest rate terms. Increases in interest rates can also result in increased interest
expense when our loans payable carrying fixed interest rate terms mature and need to be refinanced. Our debt strategy favors long-term, fixed-rate, secured debt over
variable-rate debt to minimize the risk of short-term increases in interest rates. As of December 31, 2001, 57.0% of our mortgage and other loans payable balance carried
fixed interest rates. We also use interest rate swap and interest rate cap agreements to reduce the impact of interest rate changes.

The following table sets forth our long-term debt obligations, principal cash flows by scheduled maturity and weighted average interest rates at December 31, 2001
(dollars in thousands):

For the Years Ended December 31,

2002 M 2003 @ 2004 2005 2006 Thereafter Total
Long term debt:
Fixed rate $ 5562 § 5989 % 31,992 § 22,650 § 66,129 § 194,379 $ 326,701
Average interest rate 7.41% 7.41% 7.44% 7.45% 7.36% 7.23% 7.35%
Variable rate $ 73,924 $ 62,702 $ 110,000 $ — S —  $ — S 246,626
Average interest rate 3.85% 4.03% 4.14% — — — 3.92%

(1) Includes $13.5 million in maturities in July that may be extended for one-year terms, subject to certain conditions. Also includes a $10.4 million maturity in December that
may be extended for a one year term, subject to certain conditions.

(2) Includes a $10.9 million maturity in April that may be extended for a one-year term, subject to certain conditions. Also includes a $36.0 million maturity in November that
may be extended for a one-year term, subject to certain conditions.

The fair market value of our mortgage and other loans payable was $584.7 million at December 31, 2001 and $481.1 million at December 31, 2000.

The following table sets forth derivative contracts we had in place as of December 31, 2001 and their respective fair values (“FV”):

Notional Amount (in One-Month LIBOR FV at 12/31/01 (in
Nature of Derivative millions) base Effective Date Expiration Date thousands)
Interest rate cap $ 50.0 7.70 % 5/25/00 5/31/02 $ —
Interest rate swap 100.0 5.76 % 1/2/01 1/2/03 (3,781)
Total $ (3.781)

Based on our variable-rate debt balances, our interest expense would have increased by $1.1 million in 2001 and $1.4 million in 2000 if interest rates were 1%
higher. Interest expense in 2001 was less sensitive to a change in interest rates than 2000 due to a lower average variable rate debt balance in 2001 and our $100.0 million
interest rate swap being in place throughout 2001.



Recent Accounting Pronouncements

In June 2001, the FASB issued Statement of Financial Accounting Standards No. 141 “Business Combinations” (“SFAS 141”) and No. 142 “Goodwill and Other
Intangible Assets” (“SFAS 142”) which are effective July 1, 2001 and January 1, 2002, respectively. SFAS 141 requires that the purchase method of accounting be used for
all business combinations initiated after June 30, 2001. The provisions of SFAS 142 require that (1) amortization of goodwill, including goodwill recorded in past business
combinations, be discontinued upon adoption of this standard and (2) goodwill be tested annually for impairment and in interim periods if certain events occur indicating that

the carrying value of goodwill may be impaired. Our unamortized goodwill at December 31, 2001 totaled $1.3 million. We are currently evaluating our unamortized

goodwill under the provisions of SFAS 142 to determine whether an impairment loss exists. If we determine that an impairment loss exists at January 1, 2002, we would

recognize that loss as a cumulative effect of a change in accounting principle in the first quarter of 2002; we do not expect that such an impairment loss exists.

In October 2001, the FASB issued Statement of Financial Accounting Standards No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”
(“SFAS 144”). SFAS 144 provides new guidance on recognition of impairment losses on long-lived assets to be held and used and broadens the definition of what constitutes
a discontinued operation and how the results of discontinued operations are to be measured. SFAS No. 144 is effective January 1, 2002. We are currently reviewing the
provisions of this standard and assessing the impact of adoption.
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Corporate Office Properties Trust and Subsidiaries

Consolidated Balance Sheets
(Dollars in thousands)

December 31,
2001 2000
Assets
Investment in real estate:
Operating properties, net 851,762  $ 711,413
Projects under construction or development 64,244 36,558
Total commercial real estate properties, net 916,006 747,971
Investments in and advances to unconsolidated real estate joint ventures 11,047 3,616
Investment in real estate, net 927,053 751,587
Cash and cash equivalents 6,640 4,981
Restricted cash 4,947 2,703
Accounts receivable, net 3,805 3,245
Investments in and advances to other unconsolidated entities 2,112 6,124
Deferred rent receivable 11,447 8,644
Deferred charges, net 16,884 12,905
Prepaid and other assets 9,551 4,501
Furniture, fixtures and equipment, net 1,771 147
Total assets 984,210 § 794,837
Liabilities and shareholders’ equity
Liabilities:
Mortgage and other loans payable 573,327 $ 474,349
Accounts payable and accrued expenses 10,674 10,227
Rents received in advance and security deposits 6,567 3,883
Dividends and distributions payable 8,965 7,090
Fair value of derivatives 3,781 —
Other liabilities 12,193 —
Total liabilities 615,507 495,549
Minority interests:
Preferred Units in the Operating Partnership 24,367 24,367
Common Units in the Operating Partnership 80,158 81,069
Other consolidated partnerships 257 124
Total minority interests 104,782 105,560
Commitments and contingencies (Note 16)
Shareholders’ equity:
Preferred Shares ($0.01 par value; shares authorized of 10,000,000 at December 31, 2001 and 5,000,000 at
December 31, 2000);
40,693 designated as Series A Convertible Preferred Shares of beneficial interest (1 share issued) — —
1,725,000 designated as Series B Cumulative Redeemable Preferred Shares of beneficial interest (1,250,000
shares issued with an aggregate liquidation preference of $31,250) 13 12
544,000 designated as Series D Cumulative Convertible Redeemable Preferred Shares of beneficial interest
(544,000 shares issued with an aggregate liquidation preference of $13,600 at December 31, 2001) 5 —
1,265,000 designated as Series E Cumulative Redeemable Preferred Shares of beneficial interest (1,150,000
shares issued with an aggregate liquidation preference of $28,750 at December 31, 2001) 11 —
1,425,000 designated as Series F Cumulative Redeemable Preferred Shares of beneficial interest (1,425,000
shares issued with an aggregate liquidation preference of $35,625 at December 31, 2001) 14 —
Common Shares of beneficial interest ($0.01 par value; 45,000,000 shares authorized, shares issued of
20,814,701 at December 31, 2001 and 20,575,936 at December 31, 2000) 208 206
Additional paid-in capital 285,362 209,388
Cumulative distributions in excess of net income (14,502) (11,064)
Value of unearned restricted Common Share grants (3,275) (3,399)
Treasury Shares, at cost (166,600 shares) (1,415) (1,415)
Accumulated other comprehensive loss (2,500) —
Total shareholders’ equity 263,921 193,728
Total liabilities and shareholders’ equity 984,210 794,837

See accompanying notes to financial statements.
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Corporate Office Properties Trust
Consolidated Statements of Operations
(Dollars in thousands, except per share data)

For the Years Ended December 31,

2001 2000 1999
Real Estate Operations:
Revenues
Rental revenue 110,547  $ 93,309 $ 70,101
Tenant recoveries and other revenue 14,999 15,684 11,011
Revenue from real estate operations 125,546 108,993 81,112
Expenses
Property operating 36,782 31,235 22,325
Interest 32,773 30,454 21,808
Amortization of deferred financing costs 1,818 1,382 975
Depreciation and other amortization 20,976 16,977 12,075
Expenses from real estate operations 92,349 80,048 57,183
Earnings from real estate operations before equity in income of unconsolidated real estate joint
ventures 33,197 28,945 23,929
Equity in income of unconsolidated real estate joint ventures 208 — —
Earnings from real estate operations 33,405 28,945 23,929
Service operations:
Revenues 3,864 — —
Expenses (4,354) — —
Equity in (loss) income of unconsolidated Service Companies (292) (310) 198
(Losses) earnings from service operations (782) (310) 198
General and administrative expenses (5,289) (4,867) (3,204)
Income before gain on sales of properties, minority interests, income taxes, extraordinary item and
cumulative effect of accounting change 27,334 23,768 20,923
Gain on sales of properties 1,618 107 1,140
Income before minority interests, income taxes, extraordinary item and cumulative effect of
accounting change 28,952 23,875 22,063
Minority interests
Common Units in the Operating Partnership (6,613) (6,362) (3,490)
Preferred Units in the Operating Partnership (2,287) (2,240) (2,620)
Other consolidated entities (84) (26) @)
Income before income taxes, extraordinary item and cumulative effect of accounting change 19,968 15,247 15,945
Income tax benefit, net of minority interests 269 — —
Income before extraordinary item and cumulative effect of accounting change 20,237 15,247 15,945
Extraordinary item-loss on early retirement of debt, net of minority interests (141) (113) (862)
Income before cumulative effect of accounting change 20,096 15,134 15,083
Cumulative effect of accounting change, net of minority interests (174) — —
Net income 19,922 15,134 15,083
Preferred Share dividends (6,857) (3,802) (2,854)
Net income available to Common Shareholders 13,065 $ 11,332 § 12,229
Basic earnings per Common Share
Income before extraordinary item and cumulative effect of accounting change 067 § 061 $ 0.77
Extraordinary item (0.01) (0.01) (0.05)
Cumulative effect of accounting change (0.01) — —
Net income 0.65 § 0.60 $ 0.72
Diluted earnings per Common Share
Income before extraordinary item and cumulative effect of accounting change 064 § 060 $ 0.69
Extraordinary item — (0.01) (0.03)
Cumulative effect of accounting change (0.01) — —
Net income 063 §$ 059 $ 0.66
See accompanying notes to financial statements.
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Corporate Office Properties Trust
Consolidated Statements of Shareholders’ Equity
(Dollars in thousands)
Value of
Cumulative Unearned Accumulated
Distributions in Restricted Other
Preferred Common Additional Excess of Net Common Share Treasury Comprehensive
Shares Shares Paid-in Capital Income Grants Shares Loss Total
Balance at December 31, 1998 $ 10 $ 168 § 175,802  $ (7,199) $ — 3 — 3 — 168,781
Conversion of Common Units
to Common Shares (372,295
Shares) — 4 3,137 — — — 3,141
Series B Cumulative
Redeemable Preferred Shares
issued to the public
(1,250,000 Shares)
12 — 29,422 — — — 29,434
Restricted Common Share
grants issued (471,875
Shares) — 4 3,476 (3,480) — — —



Value of earned restricted share
grants

Adjustments to minority
interests resulting from
changes in ownership of
Operating Partnership by
COPT

Net income

Dividends

Balance at December 31, 1999

Conversion of Common Units
to Common Shares
(1,047,545 Shares)

Conversion of Preferred Shares
(984,307 Shares)

Restricted Common Share
grants issued (12,500 Shares)

Value of earned restricted share
grants

Exercise of share options
(24,467 Shares)

Issuance of share options

Acquisition of Treasury Shares
(166,600 Shares)

Adjustments to minority
interests resulting from
changes in ownership of
Operating Partnership by
COPT

Net income

Dividends

Balance at December 31, 2000

Conversion of Common Units
to Common Shares (90,519
Shares)

Series D Cumulative
Convertible Redeemable
Preferred Shares issued
privately (544,000 Shares)

Series E Cumulative
Redeemable Preferred Shares
issued to the public
(1,150,000 Shares)

Series F Cumulative
Redeemable Preferred Shares
issued to the public
(1,425,000 Shares)

Decrease in fair value of
derivatives

Restricted Common Share
grants issued (23,000 Shares)

Value of earned restricted share
grants

Exercise of share options
(125,246 Shares)

Expense associated with share
options

Adjustments to minority
interests resulting from
changes in ownership of
Operating Partnership by
COPT

Net income

Dividends

Balance at December 31, 2001

(10) 19

43 8 208

$

(8,970)

202,867

8,514
©)

97

4

169
206

(2,460)

209,388

918

11,887

26,894

33,549

234

103

997

574

818

285,362

$

15,083
(15,431)
(7,547)

15,134
(18,651)
(11,064)

19,922
(23,360)
(14,502) $

63

(L))

115

(3,399)

(234)

358

(3.275)

(1,415)

$ (1,415)

(2,500)

($2,500)

63

(8,970)
15,083
(15,431)

192,101

8,525

119

169
206

(1,415)

(2,460)
15,134
(18,651)
193,728

919

11,892

26,906

33,563

(2,500)

461
998

574

818
19,922
(23,360)
$ 263,921

See accompanying notes to financial statements.
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Corporate Office Properties Trust
Consolidated Statements of Cash Flows
(Dollars in thousands)

For the Years Ended December 31,
2001 2000
Cash flows from operating activities
Net income $

19,922 §$ 15,134

$

1999

15,083



Adjustments to reconcile net income to net cash provided by operating

activities:
Minority interests 8,963 8,588 6,077
Depreciation and other amortization 20,976 16,977 12,075
Amortization of deferred financing costs 1,818 1,382 975
Equity in loss (income) of unconsolidated entities 84 310 (198)
Gain on sales of properties (1,618) (107) (1,140)
Extraordinary item — loss on early retirement of debt 213 153 903
Cumulative effect of accounting change 263 — —
Increase in deferred rent receivable (3,125) (4,113) (2,766)
Increase in accounts receivable, restricted cash and prepaid and other assets (1,758) (4,225) (1,690)
Increase in accounts payable, accrued expenses, rents received in advance and
security deposits 2,660 927 2,977
Other 2,477 — —
Net cash provided by operating activities 50,875 35,026 32,296
Cash flows from investing activities
Purchases of and additions to commercial real estate properties (134,015) (65,130) (152,749)
Proceeds from sales of properties 3,818 4,435 31,163
Cash from acquisition of real estate joint venture 688 — —
Cash from acquisition of Service Companies 568 — —
Investments in and advances to unconsolidated real estate joint ventures (18,739) (3,616) =
Investments in and advances to other unconsolidated entities (808) (2,773) (1,112)
Leasing commissions paid (3,540) (6,176) (3,275)
Advances to certain real estate joint ventures (2,583) — —
Other (1,130) 4 137
Net cash used in investing activities (155,741) (73,256) (125,836)
Cash flows from financing activities
Proceeds from mortgage and other loans payable 430,120 140,479 248,639
Repayments of mortgage and other loans payable (364,000) (69,493) (161,417)
Deferred financing costs paid 4,071) (1,774) (3,064)
Increase in other liabilities 2,623 — —
Net proceeds from issuance of Preferred Shares 72,361 — 29,434
Net proceeds from issuance of Common Shares 998 286 63
Net proceeds from issuance of share options — 206 —
Purchase of Treasury Shares — (1,415) —
Dividends paid (21,626) (18,265) (14,528)
Distributions paid (9,880) (9,189) (5,560)
Net cash provided by financing activities 106,525 40,835 93,567
Net increase in cash and cash equivalents 1,659 2,605 27
Cash and cash equivalents
Beginning of year 4,981 2,376 2,349
End of year $ 6,640 $ 4981 § 2,376

See accompanying notes to financial statements.
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Corporate Office Properties Trust
Notes to Consolidated Financial Statements
(Dollars in thousands, except per share data)
1. Organization

Corporate Office Properties Trust (“COPT”) and subsidiaries (collectively, the “Company”) is a fully- integrated and self-managed real estate investment trust
(“REIT”). We focus principally on the ownership, management, leasing, acquisition and development of suburban office properties located in select submarkets in the Mid-
Atlantic region of the United States. COPT is qualified as a REIT as defined in the Internal Revenue Code and is the successor to a corporation organized in 1988. As of
December 31, 2001, our portfolio included 98 office properties, including two owned through joint ventures.

We conduct almost all of our operations principally through our operating partnership, Corporate Office Properties, L.P. (the “Operating Partnership”), for which we
are the managing general partner. The Operating Partnership owns real estate both directly and through subsidiary partnerships and limited liability companies (“LLCs”).
The Operating Partnership also owns Corporate Office Management, Inc. (“COMI”) (together with its subsidiaries defined as the “Service Companies”). Prior to January 1,
2001, the Operating Partnership owned the principal economic interest in COMI but owned only 1% of COMI’s voting stock (see Note 6). A summary of our Operating
Partnership’s forms of ownership and the percentage of those ownership forms owned by COPT follows:

December 31,

2001 2000
Common Units 66% 66%
Series A Preferred Units 100% 100%
Series B Preferred Units 100% 100%
Series C Preferred Units 0% 0%
Series D Preferred Units 100% N/A
Series E Preferred Units 100% N/A
Series F Preferred Units 100% N/A

2. Basis of Presentation
We use three different accounting methods to report our investments in entities: the consolidation method, the equity method and the cost method.

Consolidation Method



We use the consolidation method when we own most of the outstanding voting interests in an entity and can control its operations. This means the accounts of the
entity are combined with our accounts. We eliminate balances and transactions between companies when we consolidate these accounts. Our consolidated financial
statements include the accounts of:

. COPT,
. the Operating Partnership and its subsidiary partnerships and LLCs, and
. Corporate Office Properties Holdings, Inc. (of which we own 100%).

The Service Companies became consolidated subsidiaries of the Operating Partnership effective January 1, 2001 (see Note 6). Prior to that date, we accounted for
our investment in the Service Companies using the equity method of accounting (discussed below).

Equity Method

We use the equity method of accounting when we own an interest in an entity and can exert significant influence over the entity’s operations but cannot control the
entity’s operations. Under the equity method, we report:
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. our ownership interest in the entity’s capital as an investment on our Consolidated Balance Sheets and
. our percentage share of the earnings or losses from the entity in our Consolidated Statements of Operations.

Cost Method

We use the cost method of accounting when we own an interest in an entity and cannot exert significant influence over the entity’s operations. Under the cost
method, we report:

. the cost of our investment in the entity as an investment on our Consolidated Balance Sheets and
. distributions to us of the entity’s earnings in our Consolidated Statements of Operations.

3. Summary of Significant Accounting Policies

Use of Estimates in the Preparation of Financial Statements

We make estimates and assumptions when preparing financial statements under generally accepted accounting principles. These estimates and assumptions affect
various matters, including:

. our reported amounts of assets and liabilities in our Consolidated Balance Sheets at the dates of the financial statements,
. our disclosure of contingent assets and liabilities at the dates of the financial statements, and
. our reported amounts of revenues and expenses in our Consolidated Statements of Operations during the reporting periods.

These estimates involve judgments with respect to, among other things, future economic factors that are difficult to predict and are often beyond management’s
control. As a result, actual amounts could differ from these estimates.

Commercial Real Estate Properties

We report commercial real estate properties at our depreciated cost. The amounts reported for our commercial real estate properties include our costs of:

. acquisitions,

. development and construction,

. building and land improvements, and
. tenant improvements paid by us.

We capitalize interest expense, real estate taxes, direct internal labor, including allocable overhead costs, and other costs associated with real estate under
construction to the cost of the real estate. We start depreciating newly-constructed properties when we place them in service.

We depreciate our assets evenly over their estimated useful lives as follows:

° Building and building improvements 10-40 years

. Land improvements 20 years

* Tenant improvements Related lease terms
° Equipment and personal property 3-10 years

We recognize an impairment loss on a real estate asset if its undiscounted expected future cash flows are less than its depreciated cost. We have not recognized
impairment losses on our real estate assets to date.

We expense property maintenance and repair costs when incurred.
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Accounting for Certain Real Estate Joint Ventures



We contributed parcels of land into two real estate joint ventures. Each of these joint ventures is engaged in the construction of an office building. In exchange for
the contributions of land, we received joint venture interests and $9.6 million in cash. In each case, we have an option to acquire the joint venture partners’ interests for a pre-
determined purchase price over a limited period of time. We account for our interests in these joint ventures as follows:

. the costs associated with these land parcels at the time of their respective contributions are reported as projects under construction or development on our
Consolidated Balance Sheets;
D the cash received from these joint ventures in connection with the land contributions is reported as other liabilities on our Consolidated Balance Sheets. These

liabilities are being accreted towards the pre-determined purchase price over the period in which we have an option to acquire the joint venture partners’ interests.
We also report interest expense in connection with the accretion of these liabilities; and

D as construction of the buildings on these land parcels is completed and operations commence, we report 100% of the revenues and expenses associated with these
properties on our Consolidated Statements of Operations.

We do not report ongoing construction costs and debt activity for these projects relating to periods after the respective land contributions.

Cash and Cash Equivalents

Cash and cash equivalents include all cash and liquid investments that mature three months or less from when they are purchased. Cash equivalents are reported at
cost, which approximates fair value. We maintain our cash in bank accounts which may exceed federally insured limits at times. We have not experienced any losses in these
accounts in the past and believe we are not exposed to significant credit risk.

Accounts Receivable

Our accounts receivable are reported net of an allowance for bad debts of $723 at December 31, 2001 and $74 at December 31, 2000.
Revenue Recognition

We recognize rental revenue evenly over the term of tenant leases. Many of our leases include contractual rent increases. For these leases, we average the rents over
the lease term to evenly recognize revenues. We report revenues recognized in advance of payments received as deferred rent receivable on our Consolidated Balance Sheets.

We report prepaid tenant rents as rents received in advance on our Consolidated Balance Sheets.

Some of our retail tenants’ leases provide for additional rental payments if the tenants meet certain sales targets. We do not recognize additional rental revenue under
these leases until the tenants meet the sales targets.

We recognize tenant recovery income as revenue in the same period we incur the related expenses. Tenant recovery income includes payments from tenants as
reimbursement for property taxes, insurance and other property operating expenses.

We recognize fees for services provided by us once services are rendered, fees are determinable and collectibility assured.
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Major Tenants

The following table summarizes the respective percentages of our rental revenue earned from our largest tenants (individually) and our five largest tenants (in
aggregate):

For the Years Ended December 31,

2001 2000 1999
United States Government 11% 13% 16%
AT&T Local Services (1 7% 4% 5%
Unisys 7% 8% 11%
Five largest tenants 31% 31% 39%

(1) Includes affiliated organizations and agencies.
Geographical Concentration

All of our operations are geographically concentrated in the Mid-Atlantic region of the United States. Our properties in the Baltimore/Washington Corridor
accounted for 65.9% of our total revenue from real estate operations in 2001, 61.1% in 2000 and 56.4% in 1999.

Deferred Charges

We capitalize costs that we incur to obtain new tenant leases or extend existing tenant leases. We amortize these costs evenly over the lease terms. When tenant
leases are terminated early, we expense any unamortized deferred leasing costs associated with those leases.

We also capitalize costs for long-term financing arrangements and amortize these costs over the related loan terms. We expense any unamortized loan costs as an
extraordinary item when loans are retired early.

Derivatives

We are exposed to the effect of interest rate changes in the normal course of business. We use interest rate swap and interest rate cap agreements to reduce the
impact of such interest rate changes. Interest rate differentials that arise under these contracts are recognized in interest expense over the life of the respective contracts. We
do not use such derivatives for trading or speculative purposes. We also only enter into contracts with major financial institutions based upon their credit ratings and other
risk factors.

In June 1998, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accounting Standards No. 133 (“SFAS 133”), “Accounting for
Derivative Instruments and Hedging Activities.” We adopted this standard beginning January 1, 2001. SFAS 133 establishes accounting and reporting standards for
derivative financial instruments and for hedging activities. It requires that an entity recognize all derivatives as assets or liabilities in the balance sheet at fair value with the
offset to:



. the accumulated other comprehensive loss component of shareholders’ equity (“AOCL”), net of the share attributable to minority interests, for any derivatives
designated as cash flow hedges to the extent such derivatives are deemed effective;

. other revenue or expense on our Statement of Operations for any derivatives designated as cash flow hedges to the extent such derivatives are deemed ineffective;
or
. other revenue or expense on our Statement of Operations for any derivatives designated as fair value hedges.

We use standard market conventions and techniques such as discounted cash flow analysis, option pricing models, replacement cost and termination cost in
computing the fair value of derivatives at each balance sheet date.
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The following table sets forth our derivative contracts and their respective fair values (“FV”):

. FV at December 31,

Nature of Notional Amount One-Month LIBOR Effective Expiration

Derivative (in millions) base Date Date 2001 2000
Interest rate cap $ 50.0 7.70% 5/25/00 5/31/02  $ — 8 4
Interest rate cap 50.0 7.00% 9/13/00 10/13/01 — 1
Interest rate cap 25.0 7.00% 10/17/00 10/13/01 — 1
Interest rate swap 100.0 5.76% 1/2/01 1/2/03 (3,781) (246)
Total $ (3,781) $ (240)

We have designated each of these derivatives as cash flow hedges. At December 31, 2001, the interest rate swap is effective while the remaining interest rate cap is
not effective. At adoption on January 1, 2001, we reduced AOCL and minority interests in total by $246 as a cumulative effect adjustment to recognize the net fair value of
our interest rate swap contract on that date. We also recognized an unrealized loss of $263 ($174 net of minority interests” portion) on the book value associated with these
derivatives at January 1, 2001; this loss is reported as a cumulative effect of an accounting change on our Consolidated Statements of Operations.

During 2001, we reduced AOCL and minority interests in total by an additional $3,533 to recognize the decrease in the fair value of the interest rate swap during that
period. We also recognized an unrealized loss of $8 to recognize the change in the fair value of the interest rate caps; this loss is included in tenant recoveries and other
revenue on the Consolidated Statements of Operations.

Over time, the unrealized loss held in AOCL and minority interests associated with our interest rate swap will be reclassified to earnings. Within the next twelve
months, we expect to reclassify to earnings an estimated $3.8 million of the balances held in AOCL and minority interests.

Prior to January 1, 2001, we amortized gains and losses on terminated interest rate swaps accounted for as hedges over the remaining lives of the related swaps and
recognized any unamortized gain or loss when the underlying debt was terminated.

Minority Interests

As discussed previously, we consolidate the accounts of our Operating Partnership and its subsidiaries into our financial statements. However, we do not own 100%
of the Operating Partnership. Our Operating Partnership also does not own 11% of one of its subsidiary partnerships. In addition, COMI does not own 20% of one of its
subsidiaries. The amounts reported for minority interests on our Consolidated Balance Sheets represent the portion of these consolidated entities’ equity that we do not own.
The amounts reported for minority interests on our Consolidated Statements of Operations represent the portion of these consolidated entities” net income not allocated to us.

Common Units of the Operating Partnership (“Common Units”) are substantially similar economically to our Common Shares of beneficial interest (“Common
Shares”). Common Units are also exchangeable into our Common Shares, subject to certain conditions.

Our Operating Partnership issued 974,662 Series C Preferred Units in connection with a property acquisition in December 1999. Our Operating Partnership issued
42,000 additional Series C Preferred Units on July 1, 2000 in connection with the cancellation of ten-year detachable warrants exercisable for an additional number of
Common Units. Owners of these units are entitled to a priority annual return equal to 9% of their liquidation preference through December 20, 2009, 10.5% for the five
following years and 12% thereafter. These units are convertible, subject to certain restrictions, into Common Units on the basis of 2.381 Common Units for each Series C
Preferred Unit, plus any accrued and unpaid return. The Common Units would then be exchangeable for Common Shares, subject to certain conditions. The Series C
Preferred Units carry a liquidation preference of $25.00 per unit, plus any accrued and unpaid return, and may be redeemed for cash by the Operating Partnership at any time
after the tenth anniversary of their issuance.
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Our Operating Partnership issued 2,100,000 preferred units in connection with an October 1997 property acquisition (the “Initial Preferred Units”). These units were
converted into Common Units on the basis of 3.5714 Common Units for each Initial Preferred Unit in October 1999. Prior to converting these units, owners were entitled to a
priority annual return equal to 6.5% of their liquidation preference.

Earnings Per Share (“EPS”)

We present both basic and diluted EPS. We compute basic EPS by dividing income available to common shareholders by the weighted average number of Common
Shares outstanding during the year. Our computation of diluted EPS is similar except that:

. the denominator is increased to include the weighted average number of potential additional Common Shares that would have been outstanding if securities that
are convertible into our Common Shares were converted and
. the numerator is adjusted to add back any convertible preferred dividends and any other changes in income or loss that would result from the assumed conversion

into Common Shares.
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Our computation of diluted EPS does not assume conversion of securities into our Common Shares if conversion of those securities would increase our diluted EPS in a given
year. A summary of the numerator and denominator for purposes of basic and diluted EPS calculations is as follows (dollars and shares in thousands, except per share data):



Numerator: 2001 2000 1999

Net income available to Common Shareholders $ 13,065 $ 11,332 § 12,229
Add: Cumulative effect of accounting change, net 174 — —
Add: Extraordinary item, net 141 113 862
Numerator for basic earnings per share before extraordinary item and cumulative effect of accounting change 13,380 11,445 13,091
Add: Series D Preferred Share dividends 508 — —
Add: Minority interests — Initial Preferred Units — — 2,559
Numerator for diluted earnings per share before extraordinary item and cumulative effect of accounting

change 13,888 11,445 15,650
Less: Extraordinary item, net (141) (113) (862)
Numerator for diluted earnings per share before cumulative effect of accounting change 13,747 11,332 14,788
Less: Cumulative effect of accounting change, net (174) — —
Numerator for diluted earnings per share for net income $ 13,573  § 11,332 $ 14,788
Denominator (all weighted averages):
Common Shares — basic 20,099 18,818 16,955
Assumed conversion of share options 406 164 9
Assumed conversion of Series D Preferred Shares 1,118 — —
Assumed conversion of Common Unit warrants — 231 —
Conversion of Initial Preferred Units — — 5,610
Denominator for diluted earnings per share 21,623 19,213 22,574
Basic earnings per Common Share:

Income before extraordinary item and cumulative effect of accounting change $ 0.67 $ 0.61 $ 0.77

Extraordinary item (0.01) (0.01) (0.05)

Cumulative effect of accounting change (0.01) — —

Net income $ 0.65 $ 0.60 $ 0.72
Diluted earnings per Common Share:

Income before extraordinary item and cumulative effect of accounting change $ 0.64 $ 0.60 $ 0.69

Extraordinary item — (0.01) (0.03)

Cumulative effect of accounting change (0.01) — —

Net income $ 0.63 $ 0.59 $ 0.66

Our diluted EPS computation for 2001 only assumes conversion of share options and Series D Cumulative Convertible Redeemable Preferred Shares of beneficial
interest (the “Series D Preferred Shares”) because conversions of Preferred Units, Series A Convertible Preferred Shares of beneficial interest (the “Series A Preferred
Shares”) and Common Units would increase diluted EPS in that year. Our diluted EPS computation for 2000 assumes no conversions of Preferred Units or Common Units
since such conversions would increase diluted EPS for that year. Our diluted EPS computation for 1999 only assumes conversion of Initial Preferred Units because
conversions of the Series A Preferred Shares, Series C Preferred Units and Common Units would increase diluted EPS for that year.
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Fair Value of Financial Instruments

Our financial instruments include primarily notes receivable, mortgage and other loans payable and interest rate derivatives. The fair values of notes receivable were not
materially different from their carrying or contract values at December 31, 2001 and 2000. See Note 8 for fair value of mortgage and other loans payable information.

Reclassification

We reclassified certain amounts from prior periods to conform to the current year presentation of our consolidated financial statements. These reclassifications did not affect
consolidated net income or shareholders’ equity.

Recent Accounting Pronouncements

In June 2001, the FASB issued Statement of Financial Accounting Standards No. 141 “Business Combinations” (“SFAS 141”) and No. 142 “Goodwill and Other
Intangible Assets” (“SFAS 142”) which are effective July 1, 2001 and January 1, 2002, respectively. SFAS 141 requires that the purchase method of accounting be used for
all business combinations initiated after June 30, 2001. The provisions of SFAS 142 require that (1) amortization of goodwill, including goodwill recorded in past business
combinations, be discontinued upon adoption of this standard and (2) goodwill be tested annually for impairment and in interim periods if certain events occur indicating that
the carrying value of goodwill may be impaired. Our unamortized goodwill at December 31, 2001 totaled $1,320. We are currently evaluating our unamortized goodwill
under the provisions of SFAS 142 to determine whether an impairment loss exists. If we determine that an impairment loss exists at January 1, 2002, we would recognize that
loss as a cumulative effect of a change in accounting principle in the first quarter of 2002; we do not expect that such an impairment loss exists.

In October 2001, the FASB issued Statement of Financial Accounting Standards No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”
(“SFAS 144”). SFAS 144 provides new guidance on recognition of impairment losses on long-lived assets to be held and used and broadens the definition of what constitutes
a discontinued operation and how the results of discontinued operations are to be measured. SFAS No. 144 is effective January 1, 2002. We are currently reviewing the
provisions of this standard and assessing the impact of adoption.

4. Commercial Real Estate Properties

Operating properties consist of the following:

December 31,
2001 2000
Land 164,994 § 140,018
Buildings and improvements 738,320 604,666
903,314 744,684
Less: accumulated depreciation (51,552) (33,271)
851,762 $ 711,413
Projects we had under construction or development consist of the following:
December 31,
2001 2000
Land $ 26,751 $ 19,069

Construction in progress 37,493 17,489



$ 64,244 § 36,558
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2001 Acquisitions
We acquired the following properties during 2001:
Total Rentable
Project Name Location Date of Acquisition Number of Buildings Square Feet Initial Cost

State Farm Properties (1) Columbia, MD 5/14/01 3 141,530  $ 15,502
Airport Square Partners Properties

2 Linthicum, MD 7/2/01 5 314,594 33,858
Airport Square I Linthicum, MD 8/3/01 1 97,161 11,479
Gateway 63 Properties Columbia, MD 8/30/01 4 187,132 23,866
Washington Technology Park ) Chantilly, VA 11/30/01 1 470,406 58,968

(1) Includes a 30,855 square foot office building undergoing redevelopment.

(2) On March 7, 2001, we acquired a 40% interest in Airport Square Partners, LLC. On March 21, 2001, this joint venture acquired five office buildings for $33,617.
We accounted for this investment using the equity method of accounting until July 2, 2001, when we acquired the remaining 60% interest in Airport Square
Partners, LLC. The amount reported on the table above is the recorded cost of the five office buildings upon completion of these transactions.

(3) Includes a contiguous 17 acre land parcel for future development.

We also acquired the following properties during 2001:

¢ two parcels of land located in Oxon Hill, Maryland that are contiguous to one of our existing operating properties for $469 on July 30, 2001 from an affiliate
of Constellation Real Estate, Inc. (“Constellation”). Constellation owned 43% of our Common Shares and controlled two of the eight positions on our Board
of Trustees at December 31, 2001.

¢ aparcel of land located in Linthicum, Maryland for $638 on December 19, 2001.

2001 Construction/Development
During 2001, we completed the construction of one office building totaling 78,460 square feet located in Columbia, Maryland.

As of December 31, 2001, we had construction underway on six buildings in the Baltimore/Washington Corridor, including one office building nearing completion
that commenced operations in September 2001 on 78% of the building’s rentable square feet.

2001 Disposition

We sold a 65,277 square foot office building located in Cranbury, New Jersey for $11,525 on June 18, 2001. We realized a gain of $1,618 on the sale of this

property.
2000 Acquisitions
We acquired the following office properties during 2000:
Number
Date of of Total Rentable Initial

Project Name Location Acquisition Buildings Square Feet Cost
7240 Parkway Drive Hanover, MD 4/18/00 1 73,500 $ 7,464
9140 Route 108 Columbia, MD 12/14/00 1 150,000 7,149

We also acquired the following properties during 2000:

¢ aparcel of land located in Cranbury, New Jersey for $633 on March 20, 2000;
¢ aparcel of land located in Columbia, Maryland for $4,036 on March 29, 2000;
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¢ aparcel of land located in Annapolis Junction, Maryland for $3,022 on May 26, 2000 from Constellation;

¢ aparcel of land located in Cranbury, New Jersey for $283 on June 5, 2000;

¢ aparcel of land located in Annapolis Junction, Maryland for $364 on June 30, 2000 from Constellation;

¢ aparcel of land located in Columbia, Maryland for $3,958 on September 28, 2000; and

¢ aparcel of land located in Annapolis Junction, Maryland for $3,055 on November 13, 2000 from Constellation.

All of these land parcels are contiguous to certain of our existing operating properties.
2000 Construction/Development

During 2000, we completed the construction of five office buildings totaling 380,760 square feet. Three of these buildings totaling 303,697 square feet are located in
the Baltimore/Washington Corridor, one building with 57,280 square feet is located in Dayton, New Jersey and one building with 19,783 square feet is located in Harrisburg,

Pennsylvania.

As of December 31, 2000, we had construction underway on three new buildings and development underway on two parcels of land and also had a $358 net
investment in joint ventures constructing two additional new buildings.

2000 Dispositions



We sold the following properties during 2000:

Property Date of Total Rentable Sales
Project Name Location Type O} Sale Square Feet Price
Minot Retail Minot, ND R 6/19/00 46,134 $ 2,970
Tred Avon Easton, MD R 11/10/00 149,191 5,800
3 Centre Drive Cranbury, NJ (0] 12/28/00 20,436 2,790

(1) “R” indicates retail property; “O” indicates office property.
We recognized a $107 net gain on the sale of these properties in 2000.
5 Investments in and Advances to Unconsolidated Real Estate Joint Ventures

During 2000 and 2001, we acquired interests in the following newly organized joint ventures:

. 80% interest in Gateway 67, LLC, which is developing a parcel of land located in Columbia, Maryland, on September 28, 2000;

. 80% interest in MOR Montpelier LLC, which completed the construction of a 43,785 square foot office building in Columbia, Maryland, on February 1, 2001;

. 40% interest in Airport Square Partners, LLC, which owns five office buildings in Linthicum, Maryland, on March 7, 2001. We acquired the remaining 60% interest
in this joint venture on July 2, 2001, at which time the entity became a consolidated subsidiary (see Note 4);

° 80% interest in Gateway 70 LLC, which is developing a parcel of land located in Columbia, Maryland, on April 5, 2001;

. 40% interest in Airport Square XXII, LLC, which is developing a parcel of land located in Linthicum, Maryland, on May 3, 2001. We acquired the remaining 60%
interest in this joint venture on December 19, 2001, at which time the entity became a consolidated subsidiary;

. 80% interest in MOR Forbes LLC, which is constructing a 55,000 square foot office property in Lanham, Maryland, on May 18, 2001; and

. 20% interest in NBP 140, LLC, which is developing a parcel of land located in Annapolis Junction, Maryland, on December 27, 2001. NBP 140, LLC acquired its

land on that same day from Constellation.

28

Our investments in and advances to unconsolidated real estate joint ventures are accounted for using the equity method of accounting and include the following:

December 31,
2001 2000
Gateway 67, LLC $ 3,904 $ 3,616
Gateway 70 LLC 2,326 —
MOR Montpelier LLC 1,008 —
MOR Forbes LLC 924 —
NBP 140, LLC 2,885(1) —
$ 11,047 $ 3,616

(1) Includes a $2,640 mortgage loan receivable carrying an interest rate of Prime through its maturity on December 27, 2002.

A two-member management committee is responsible for making major decisions (as defined) for each of these joint ventures and we control one of the management
committee positions in each case. We have additional commitments pertaining to our real estate joint ventures that are disclosed in Note 16.

6. Investments in and Advances to Other Unconsolidated Entities

From September 1998 through December 2000, the Operating Partnership owned 95% of the capital stock in COMI, including 1% of the voting common stock.
COMI provided us with asset management, managerial, financial and legal support during that time period. On January 1, 2001, we acquired all of the stock in COMI which
we did not previously own for $26 and all of COMI’s employees became our employees. We accounted for the acquisition of COMI using the purchase method of

accounting. We also elected to have COMI treated as a taxable REIT subsidiary (“TRS”) under the REIT Modernization Act effective January 1, 2001.

COMI owns interests in the following entities:

Date of Percentage
Entity Name Type of Service Business Acquisition Ownership

Corporate Realty Management, LLC (“CRM”) Real Estate Management 9/28/98 100%(1)
Corporate Development Services, LLC (“CDS”) Construction and Development 9/28/98 100%
Martin G. Knott and Associates, LLC (“MGK”) Heating and Air Conditioning 8/31/99 80%

(1) COMI acquired 75% of CRM on September 28, 1998. COMI acquired the remaining 25% on July 18, 2000.

We accounted for our investment in COMI and its subsidiaries using the equity method of accounting through December 31, 2000. Since we owned all of the voting
interests in COMI and control its operations effective January 1, 2001, we began consolidating the accounts of COMI and its subsidiaries with our accounts on that date.

In 2000, we acquired a 6% interest in MediTract, LLC (“MediTract”), an entity engaged in the development of an Internet based contract imaging and management
system. We account for our investment in MediTract using the cost method of accounting.

On February 28, 2001, we acquired a 7.7% interest in Paragon Smart Technologies, LLC (“Paragon”), an entity that provides a wide range of computer consulting
services to businesses. Paragon also provides broadband Internet access and companion services to commercial real estate owners in the Baltimore/Washington Corridor. We

account for our investment in Paragon using the equity method of accounting.
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Our investments in and advances to other unconsolidated entities include the following:



December 31,

2001 2000
MediTract $ 1,621  § 1,621
Paragon M 491 —
Service Companies () — 4,503
$ 2,112 § 6,124

(1) Investment includes $245 in notes receivable carrying an interest rate of 12% through their maturity on March 31, 2002.
(2) Investment includes a $2,005 note receivable, which carried an interest rate of Prime plus 2%, and $2,001 in advances receivable.

7. Deferred Charges

Deferred charges consist of the following:

December 31,
2001 2000
Deferred leasing costs $ 13298  $ 10,800
Deferred financing costs 9,599 6,108
Deferred other 1,974 —
24,871 16,908
Accumulated amortization (7,987) (4,003)
Deferred charges, net $ 16,884  § 12,905
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8. Mortgage and Other Loans Payable
Mortgage and other loans payable consist of the following:
December 31,
2001 2000

Bankers Trust Company, Revolving Credit Facility, LIBOR + 1.75%, maturing March 2004 $ 110,000 $ 82,245
Teachers Insurance and Annuity Association of America, 6.89%, maturing November 2008 80,634 82,160
Teachers Insurance and Annuity Association of America, 7.72%, maturing October 2006 58,138 59,036
KeyBank National Association, LIBOR + 1.75%, maturing November 2003 M 36,000 —
Mutual of New York Life Insurance Company, 7.79%, maturing August 2004 26,969 27,374
Transamerica Life Insurance and Annuity Company, 7.18%, maturing August 2009 26,406 —
State Farm Life Insurance Company, 7.9%, maturing April 2008 25,743
KeyBank National Association, LIBOR + 1.75%, maturing September 2002 25,000 —
KeyBank National Association, LIBOR + 1.75%, maturing November 2002 25,000 —
Transamerica Occidental Life Insurance Company, 7.3%, maturing May 2008 20,996 —
Allstate Life Insurance Company, 6.93% maturing July 2008 20,840 —
Transamerica Life Insurance and Annuity Company, 8.3%, maturing October 2005 17,372 17,597
Allstate Life Insurance Company, 7.14% maturing September 2007 15,922 —
Mercantile-Safe Deposit and Trust Company, Prime rate, maturing February 2003 15,750 —
IDS Life Insurance Company, 7.9%, maturing March 2008 13,466 —
Allfirst Bank, LIBOR + 1.75%, maturing April 1, 2003 2 11,000 —
Bank of America, LIBOR + 1.75%, maturing December 2002) 10,396 —
Teachers Insurance and Annuity Association of America, 8.35%, maturing October 2006 7,862 7,974
Provident Bank of Maryland, LIBOR + 1.75%, maturing July 2002 ) 6,980 1,626
Allfirst Bank, LIBOR + 1.75%, maturing July 2002.(D 6,500 4,500
Aegon USA Realty Advisors, Inc., 8.29%, maturing May 2007 5,864 6,047
Citibank Federal Savings Bank, 6.93%. maturing July 2008 4,962 —
Seller loan, 8.0%, maturing May 2007 1,527 1,527
Bankers Trust Company, Term Credit Facility, LIBOR + 1.75%, repaid October 2001 — 100,000
Prudential Securities Credit Corp., LIBOR + 1.75%, repaid June 2001 — 29,091
Allfirst Bank, LIBOR + 1.75%, repaid April 2001 — 11,993
Bank of America, LIBOR + 1.75%, repaid March 2001 — 9,978
Allfirst Bank, LIBOR + 1.75%, repaid March 2001 — 9,019
Provident Bank of Maryland, LIBOR + 1.75%, repaid June 2001 — 7,000
Allfirst Bank, LIBOR + 1.75%, repaid April 2001 — 6,350
Fleet Bank, LIBOR + 1.75%, repaid November 2001 — 4,843
Mellon Bank, yield on 5-year Treasury Securities + 2%, repaid March 2001 — 3,989
Bank of America, LIBOR + 1.75%, repaid September 2001 — 2,000

$ 573,327 § 474,349

) May be extended for a one-year period, subject to certain conditions.

?2) Loan with a total commitment of $12,000. Loan may be extended for a one-year period subject to certain conditions.

3) Construction loan with a total commitment of $15,750. Loan may be extended for a one-year period, subject to certain conditions.
“4) Construction loan with a total commitment of $11,855. Loan may be extended for a one-year period, subject to certain conditions.

In the case of each of our mortgage and construction loans, we have pledged certain of our real estate assets as collateral. We use the term collateralized to
describe this arrangement. As of December 31, 2001, substantially all of our real estate properties were collateralized on loan obligations. Certain of our mortgage
loans require that we comply with a number of restrictive financial covenants, including adjusted consolidated net worth, minimum property interest coverage,
minimum property hedged interest coverage, minimum consolidated interest coverage, maximum consolidated unhedged floating rate debt and maximum consolidated
total indebtedness. As of December 31, 2001, we were in compliance with these financial covenants.
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Our mortgage loans mature on the following schedule (excluding extension options):

2002 $ 79,486
2003 68,691
2004 141,992
2005 22,650
2006 66,129
Thereafter 194,379
Total $ 573,327

The fair value of our mortgage and other loans payable is $584,733 at December 31, 2001 and $481,083 at December 31, 2000.

Weighted average borrowings under our secured revolving credit facility with Bankers Trust Company totaled $69,143 in 2001 and $80,344 in 2000. The weighted
average interest rate on this credit facility totaled 5.93% in 2001 and 8.33% in 2000.

Weighted average borrowings under our revolving credit facility with Prudential Securities totaled $14,118 in 2001 and $6,652 in 2000. The weighted average
interest rate on this credit facility totaled 6.84% in 2001 and 8.32% in 2000. This credit facility expired in June 2001.

The amount available under our secured revolving credit facility with Bankers Trust Company is generally computed based on 65% of the appraised value of
properties pledged as collateral for this loan. As of December 31, 2001, the maximum amount available under this line of credit totaled $125,000, of which $15,000 was
unused.

We capitalized interest costs of $5,295 in 2001, $3,889 in 2000 and $1,510 in 1999.

We had mortgage loans payable that were retired early during 2001, 2000 and 1999 using proceeds from sales of properties and refinancings. We recognized a loss
on these early debt retirements, net of minority interests, of $141 in 2001, $113 in 2000 and $862 in 1999.

9. Shareholders’ Equity
Preferred Shares

The Series A Preferred Shares are nonvoting and are convertible after two years of issuance, subject to certain conditions, into Common Shares on the basis of
1.8748 Common Shares for each Series A Preferred Share. Holders of the Series A Preferred Shares are entitled to cumulative dividends, payable quarterly (as and if declared
by the Board of Trustees). Dividends accrue from the date of issue at the annual rate of $1.375 per share, which is equal to 5.5% of the $25.00 per share liquidation
preference of the shares. On September 28, 2000, 984,307 of these shares were converted into 1,845,378 Common Shares, leaving only one remaining Series A Preferred
Share.

In July 1999, we completed the sale of 1,250,000 Series B Preferred Shares of beneficial interest (the “Series B Preferred Shares”) to the public at a price of $25.00
per share. These shares are nonvoting and are redeemable for cash at $25.00 per share at our option on or after July 15, 2004. Holders of these shares are entitled to
cumulative dividends, payable quarterly (as and if declared by the Board of Trustees). Dividends accrue from the date of issue at the annual rate of $2.50 per share, which is
equal to 10% of the $25.00 per share redemption price. We contributed the net proceeds to our Operating Partnership in exchange for 1,250,000 Series B Preferred Units. The
Series B Preferred Units carry terms that are substantially the same as the Series B Preferred Shares.

In January 2001, we issued 544,000 Series D Preferred Shares to a foreign trust at a price of $22.00 per share for proceeds totaling $11,968. These shares are
nonvoting and are redeemable for cash at $25.00 per share at our option on or after January 25, 2006. These shares are also convertible by the holder on or after January 1,
2004 into Common Shares on the basis of 2.2 Common Shares for each Series D Preferred Share. Holders of these shares are entitled to cumulative dividends, payable
quarterly (as and if declared by the Board
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of Trustees). Dividends accrue from the date of issue at the annual rate of $1.00 per share, which is equal to 4% of the $25.00 per share redemption price. We contributed the
net proceeds to our Operating Partnership in exchange for 544,000 Series D Preferred Units. The Series D Preferred Units carry terms that are substantially the same as the
Series D Preferred Shares.

In April 2001, we completed the sale of 1,150,000 Series E Cumulative Redeemable Preferred Shares of beneficial interest (the “Series E Preferred Shares”) to the
public at a price of $25.00 per share. These shares are nonvoting and are redeemable for cash at $25 per share at our option on or after July 15, 2006. Holders of these shares
are entitled to cumulative dividends, payable quarterly (as and if declared by the Board of Trustees). Dividends accrue from the date of issue at the annual rate of $2.5625 per
share, which is equal to 10.25% of the $25.00 per share redemption price. We contributed the net proceeds to our Operating Partnership in exchange for 1,150,000 Series E
Preferred Units. The Series E Preferred Units carry terms that are substantially the same as the Series E Preferred Shares.

In September 2001, we completed the sale of 1,425,000 Series F Cumulative Redeemable Preferred Shares of beneficial interest (the “Series F Preferred Shares”) to
the public at a price of $25.00 per share. These shares are nonvoting and are redeemable for cash at $25 per share at our option on or after October 15, 2006. Holders of these
shares are entitled to cumulative dividends, payable quarterly (as and if declared by the Board of Trustees). Dividends accrue from the date of issue at the annual rate of
$2.46875 per share, which is equal to 9.875% of the $25.00 per share redemption price. We contributed the net proceeds to our Operating Partnership in exchange for
1,425,000 Series F Preferred Units. The Series F Preferred Units carry terms that are substantially the same as the Series F Preferred Shares.

Common Shares

Over the three years ended December 31, 2001, Common Units in our Operating Partnership were converted into Common Shares on the basis of one Common
Share for each Common Unit in the amount of 90,519 in 2001, 1,047,545 in 2000 and 372,295 in 1999.

On December 16, 1999, we issued 471,875 Common Shares subject to forfeiture restrictions to certain officers. We issued an additional 12,500 of these shares to an
officer in 2000. The forfeiture restrictions of specified percentages of these shares lapse annually through 2004 upon the Company’s attainment of defined earnings or
shareholder return growth targets. These shares may not be sold, transferred or encumbered while the forfeiture restrictions are in place. Forfeiture restrictions lapsed on
these shares in the amount of 48,428 shares in 2001, 15,625 shares in 2000 and 8,593 shares in 1999.

In July 2001, we issued 23,000 Common Shares subject to forfeiture restrictions to an officer. The forfeiture restrictions lapse annually through 2005 as the officer



remains employed by us. These shares may not be sold, transferred or encumbered while the forfeiture restrictions are in place.

On November 3, 1999, the Board of Trustees authorized a share repurchase program to buy up to 2,000,000 Common Shares in open market and privately negotiated
purchases depending on market conditions and other factors. We repurchased 166,600 shares under this program for $1,415 in 2000.

Over the three years ended December 31, 2001, we issued Common Shares in connection with the exercise of share options of 125,246 in 2001 and 24,467 in 2000.

A summary of the activity in the accumulated other comprehensive loss component of shareholders’ equity for 2001 follows:

Balance, December 31, 2000 $ —

Cumulative effect adjustment on January 1, 2001 for unrealized loss on interest rate swap, net of minority interests (163)

Unrealized loss on interest rate swap for year ended December 31, 2001, net of minority interests (2,337)

Balance, December 31, 2001 $ (2,500)
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10. Share Options

In 1993, we adopted a share option plan for directors under which we have 75,000 Common Shares reserved for issuance. These options become exercisable
beginning on the first anniversary of their grant and expire ten years after the date of grant.

In March 1998, we adopted a share option plan for Trustees, our employees and employees of the Service Companies under which we have 4,368,625 Common
Shares reserved for issuance. Trustee options under this plan become exercisable beginning on the first anniversary of their grant. Employees’ options under this plan

generally become exercisable over a 3 to 5 year period. Options expire ten years after the date of grant.

The following table summarizes share option transactions under the plans described above:

Weighted

Range of Average

Exercise Exercise

Shares Price per Share Price per Share

Outstanding at December 31, 1998 786,825 $5.25-812.25 $ 9.20
Granted — 1999 700,200 $7.38-$9.25 $ 8.21
Forfeited — 1999 (59,050) $8.00 - $9.25 $ 8.48
1998 Options Repriced from (360,500) $9.25 $ 9.25
$9.25 to $8.00 during 1999 360,500 $ 8.00 $ 8.00
Outstanding at December 31, 1999 1,427,975 $525-812.25 $ 8.46
Granted — 2000 977,425 $7.63-$9.75 $ 8.23
Forfeited — 2000 (50,915) $7.63 - $8.00 $ 7.95
Exercised — 2000 (24,467) $5.25-$8.00 $ 6.89
Outstanding at December 31, 2000 2,330,018 $525-812.25 $ 8.34
Granted — 2001 799,685 $9.54 - $10.58 $ 9.87
Forfeited — 2001 (104,874) $7.63 —$10.00 $ 8.94
Exercised — 2001 (125,246) $5.38-$9.94 $ 8.00
Outstanding at December 31, 2001 2,899,583 $5.25-812.25 $ 8.79

Available for future grant at December 31, 2001 881,954

Exercisable at December 31, 1999 312,467 $5.25-%12.25 $ 8.73
Exercisable at December 31, 2000 1,039,502 $5.25-%12.25 $ 8.46
Exercisable at December 31, 2001 1,465,030 (1) $ 8.64

(1) 17,500 of these options had an exercise price ranging from $5.25 to $5.63, 1,417,530 had an exercise price ranging from $6.82 to $10.58 and 30,000 had an exercise price
of $12.25.

The weighted average remaining contractual life of the options at December 31, 2001 was approximately eight years.

A summary of the weighted average grant-date fair value per option granted is as follows:

2001 2000 1999
Weighted average grant—date fair value $ 1.00 $ 1.03 $ 0.75
Weighted average grant—date fair value — exercise price equals Market price on grant-date $ 1.02 § 1.02 § 0.90
Weighted average grant—date fair value — exercise price exceeds Market price on grant-date $ 094 $ 099 $ 0.46
Weighted average grant—date fair value — exercise price less thanMarket price on grant-date $ 1.09 § 131§ 0.98
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We estimated the fair values using the Black-Scholes option-pricing model using the following assumptions:
2001 2000 1999
Risk free interest rate 4.81% 6.60 % 5.57%
Expected life — years 3.6 4.58 3.85
Expected volatility 25.85% 26.04% 27.00%
Expected dividend yield 8.06 % 8.17% 8.40 %

We and the Service Companies recognize expenses from share options issued to employees for the following:

i the amount by which the exercise price of share option grants is less than the market price of our Common Shares on the option grant date;



. the share price appreciation and future vesting relating to share options that were repriced in 1999 (effective July 1, 2000);

. the amount by which the exercise price of share options granted to employees of CRM and MGK were less than the market price of our Common Shares on January 1,
2001 to the extent such amount relates to remaining service periods after January 1, 2001 (effective January 1, 2001); and

. the fair value of options granted from July 1, 2000 through December 31, 2000 to employees of CRM and MGK (applicable from July 1, 2000 through December 31,
2000).

Expenses from such share options are reflected in our Consolidated Statements of Operations as follows:

. an increase in general and administrative expenses of $296 in 2001 and $83 in 2000; and
. a decrease in our earnings from service operations of $278 in 2001 and $67 in 2000.

Except as described above, we and our Service Companies do not record compensation expense for share option grants. The following table summarizes our
operating results as if we elected to account for share options based on Statement of Financial Accounting Standards No. 123:

2001 2000 1999
Net income (loss) available to Common Shareholders, as reported $ 13,065 $ 11,332 §$ 12,229
Net income (loss) available to Common Shareholders, pro forma 12,521 10,948 12,009
Earnings (loss) per Common Share, as reported 0.65 0.60 0.72
Earnings (loss) per Common Share, pro forma 0.62 0.58 0.71
Diluted earnings (loss) per Common Share, as reported 0.63 0.59 0.66
Diluted earnings (loss) per Common Share, pro forma 0.60 0.57 0.65

11. Related Party Transactions

This section includes references to our transactions with the Service Companies in 2000 and 1999. The Service Companies became consolidated subsidiaries
effective January 1, 2001. As a result, our transactions with the Service Companies in 2001 were eliminated when we consolidated their accounts with our accounts.

Rental Income

We earned revenue on office space leased to COMI and CRM of $538 in 2000 and $420 in 1999. We earned revenue on office space leased to Constellation of $103
in 2001, $712 in 2000 and $944 in 1999. We earned revenue of $52 in 2000 on office space leased to a company for which one of our Trustees serves on the Board of
Directors.

Interest Income
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We earned interest income on notes receivable from the Service Companies of $325 in 2000 and $253 in 1999. We also earned interest income in 1999 of $723 on
notes receivable from an unconsolidated real estate joint venture.

Property Management Fees

We earned fees for property management services provided to an unconsolidated real estate joint venture of $86 in 2001.
Construction Fees

We earned construction management fees from unconsolidated real estate joint ventures of $366 in 2001.

The Service Companies earned construction management fees in 2000 of $19 from an unconsolidated real estate joint venture. The Service Companies also earned
construction management fees in 1999 of $60 from an entity owned by an officer and Trustee of ours.

Leasing Commission

We earned leasing commissions of $502 in 2000 from unconsolidated real estate joint ventures.

The Service Companies earned a leasing commission of $117 in 1999 from an entity owned by an officer and Trustee of ours.
Fees Earned from Constellation and BGE

The Service Companies earned fees from a project consulting and management agreement with Constellation of $150 in 2000 and $1,100 in 1999. The Service
Companies also earned fees and expense reimbursements of $101 in 2000 and $500 in 1999 under a property management agreement with Baltimore Gas and Electric
Company (“BGE”), an affiliate of Constellation.
Acquisition Fees

We earned fees for acquisition services provided to unconsolidated real estate joint ventures of $260 in 2001 and $213 in 1999.
Consulting Fees

We earned fees for consulting services from MediTract of $75 in 2001 and $225 in 2000.
Management Costs

We had a contract with COMI under which COMI provided asset management, managerial, financial and legal support. Under the terms of this contract, we
reimbursed COMI for personnel and other overhead-related expenses. We incurred management fees and related costs under this contract of $4,420 in 2000 and $3,072 in
1999. We capitalized costs in connection with obtaining new tenants, extending existing tenants, obtaining new loans and acquiring real estate under construction or

development of $402 in 2000 and $430 in 1999.

We had a management agreement with CRM under which CRM provided property management services to most of our properties. Under the terms of this



arrangement, CRM was entitled to a fee equal to 3% of revenue from tenant billings. CRM was also entitled to reimbursement for direct labor and out-of-pocket costs. We
incurred property management fees and related costs with CRM of $5,208 in 2000 and $3,743 in 1999.

We had a management agreement with Glacier Realty LLC (“Glacier”), a company that was partially owned by one of our former Trustees. Under the management
agreement, Glacier was responsible for the management of our retail properties for a base annual fee of $250 plus a percentage of Average Invested Assets (as defined in the
management agreement). Glacier was also entitled to fees upon our acquisition or sale of any net-leased retail real estate property, a fee that increased in the event that all or
substantially all of the net-
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leased retail real estate properties were sold. The management agreement, entered into on October 14, 1997, had a term of five years. A fee was also due in the event that the
management agreement was terminated or not renewed. We incurred fees under this agreement of $63 in 1999. On March 19, 1999, our Operating Partnership issued
200,000 Common Units in exchange for all of the ownership interests in Glacier. For accounting purposes, we recorded $1,487, the value of this transaction, against the gain
on the sale of our retail properties in the Midwest region of the United States.

We also had a management agreement with a company for which one of our Trustees serves on the Board of Directors. We incurred management fees and related
costs under this contract of $62 in 1999.

Construction Costs

We had a contract with CDS under which CDS provided construction and development services. Under the terms of this contract, we reimbursed CDS for these
services based on actual time incurred at market rates, which approximate cost. We incurred $1,544 in 2000 and $1,274 in 1999 under this contract, a substantial portion of
which was capitalized into the cost of the related activities.
Utilities Expense

BGE provided utility services to most of our properties in the Baltimore/Washington Corridor during each of the last three years.
Common Share Grants

The Service Companies paid us $119 in 2000 and $63 in 1999 for the value of Common Shares granted to certain of its employees.
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12. Operating Leases

We lease our properties to tenants under operating leases with various expiration dates extending to the year 2012. Gross minimum future rentals on noncancelable
leases at December 31, 2001 are as follows:

2002 $ 117,613
2003 105,212
2004 91,548
2005 77,111
2006 64,179
Thereafter 150,286

Total $ 605,949
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13. Supplemental Information to Statements of Cash Flows

For the Years Ended

December 31,
2001 2000 1999
Interest paid, net of capitalized interest $ 34,198 $ 28,029 § 21,258
Supplemental schedule of non-cash investing and financing activities:
Purchase of commercial real estate properties by acquiring joint venture partner interests:
Operating properties $ 34,607 § — S —
Investments in and advances to unconsolidated real estate joint ventures (11,516) — —
Restricted cash 86 — —
Deferred costs 197 — =
Prepaid and other assets 182 — —
Mortgage and other loans payable (24,068) — —
Rents received in advance and security deposits (176) — —
Cash from purchase (688) — —
Acquisition of Service Companies:
Investments in and advances to other unconsolidated entities $ 4,529) $ — 3 —
Restricted cash 5 — —
Accounts receivable, net 2,005 — —
Deferred costs, net 1,537 — —
Prepaid and other assets 1,033 — —
Furniture, fixtures and equipment, net 1,603 — —
Mortgage and other loans payable (40) — —
Accounts payable and accrued expenses (2,106) — —
Rents received in advance and security deposits (20) — —
Other liabilities (10) — —

Minority interest (46) - -



Cash from acquisition of Service Companies

Debt repaid in connection with sales of properties

Debt assumed in connection with acquisitions

Increase in minority interests resulting from issuance of Preferred and Common Units in connection
with property acquisitions

Increase in minority interests resulting from issuance of Common Units in connection with Glacier
transaction

Note receivable balance applied to cost of property acquisition

(Decrease) increase in accrued capital improvements

Reclassification of other liabilities from projects under construction or development

Decrease in fair value of derivatives applied to accumulated other comprehensive loss and minority
interests

Adjustments to minority interests resulting from changes in ownership of Operating Partnership by
COPT

Dividends/distribution payable

Decrease in minority interests and increase in shareholders’ equity in connection with conversion of
Common Units into Common Shares

Changes in minority interests in connection with conversion of Preferred Units into Common Units

Changes in shareholders’ equity in connection with issuance of restricted Common Shares
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$ (568) $ — 3 —
$ 7000 $ 6,943 $ 20,928
$ 15750 $ 10,679 $ 26,620
$ 3249 $ — 3 28,309
$ — 3 — 3 1,487
$ — 5 — 3 1,575
$ (2.632) § 2810 $ 1212
$ 9,600 $ — 3 =
$ 3778 $ — —
$ 318  § 2460 $ 8,970
$ 8,965 $ 7,090 $ 6,298
$ 919 § 8,527 $ 3,141
$ — 5 — 3 52,500
$ 234§ 97 $ 3,480

14. Information by Business Segment

We have five office property segments: Baltimore/Washington Corridor, Greater Philadelphia, Northern/Central New Jersey, Greater Harrisburg and Northern

Virginia.

The table below reports segment financial information. Our segment entitled “Other” includes nine retail properties owned during 1999 and 2000 and other assets
and operations not specifically associated with the other defined segments. We measure the performance of our segments based on total revenues less property operating

expenses. Accordingly, we do not report other expenses by segment in the table below.

Baltimore/ Northern/
‘Washington Greater Central New Greater Northern
Corridor Philadelphia Jersey Harrisburg Virginia Other Total

Year Ended December 31, 2001:

Revenues $ 82,696 $ 10,025 $ 19,464 $ 9,677 % 947 § 2,737  $ 125,546
Property operating expenses 26,094 117 7,552 2,600 419 — 36,782
Income from operations $ 56,602 § 9,908 $ 11,912  §$ 7,077 $ 528 $ 2,737 $ 88,764
Commercial real estate property expenditures $ 130,106 $ 517  § 3825 § 1,173 $ 58,968 § — 194,589
Segment assets at December 31, 2001 $ 596,618 $ 105,091 § 110,681 § 71,106 $ 59,045 $ 41,669 $ 984,210
Year Ended December 31, 2000:

Revenues $ 66,548 $ 10,025 $ 20,311  $ 9,169 § —  $ 2,940 $ 108,993
Property operating expenses 21,104 103 7,501 2,310 — 217 31,235
Income from operations $ 45444  §$ 9,922 $ 12,810 $ 6,859 $ — $ 2,723 $ 77,758
Commercial real estate property expenditures $ 66,455 $ 421 $ 10,069 $ 1,577  $ — 3 97 $ 78,619
Segment assets at December 31, 2000 $ 475330 8§ 106349 $ 118,656 § 71,210 $ — 23292 § 794,837
Year Ended December 31, 1999:

Revenues $ 45,716  $ 10,024 $ 17,764  $ 3,716  $ —  $ 3892 § 81,112
Property operating expenses 14,025 82 6,761 1,083 — 374 22,325
Income from operations $ 31,691 $ 9942 § 11,003 $ 2,633 § — 3518 § 58,787
Commercial real estate property expenditures $ 148,577 $ 17 3 14364 $ 47,176  $ — 3 331§ 210,465
Segment assets at December 31, 1999 $ 410,029 § 107,516 § 111,872 § 70,648 $ — 3 20,969 $ 721,034
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The following table reconciles our income from operations for reportable segments to income before income taxes, extraordinary item and cumulative effect of

accounting change as reported in our Consolidated Statements of Operations:

Income from operations for reportable segments $

Equity in income of unconsolidated real estate joint ventures
(Losses) earnings from service operations
Add: Gain on sales of properties
Less:
Interest
Depreciation and other amortization
General and administrative
Amortization of deferred financing costs
Minority interests

Income before income taxes extraordinary item and cumulative effect of accounting change $

2001

88,764
208

(782)
1,618

(32,773)

(20,976)
(5,289)
(1,818)
(8,984)
19,968

Years Ended December 31,
2000

$ 77,758

(310)
107

(30,454)
(16,977)
(4,867)
(1,382)
(8,628)
$ 15,047

$

1999

58,787
198
1,140

(21,808)
(12,075)
(3,204)
975)
(6,118)
15,945




We did not allocate gain on sales of rental properties, interest expense, amortization of deferred financing costs and depreciation and other amortization to segments
since they are not included in the measure of segment profit reviewed by management. We also did not allocate equity in income of unconsolidated real estate joint ventures,
earnings (losses) from service operations, general and administrative and minority interests since these items represent general corporate expenses not attributable to
segments.

15. Income Taxes

Corporate Office Properties Trust elected to be treated as a REIT under Sections 856 through 860 of the Internal Revenue Code. To qualify as a REIT, we must
meet a number of organizational and operational requirements, including a requirement that we distribute at least 90% of our adjusted taxable income to our shareholders. As
a REIT, we generally will not be subject to Federal income tax if we distribute at least 100% of our REIT taxable income to our shareholders and satisfy certain other
requirements (see discussion below). If we fail to qualify as a REIT in any tax year, we will be subject to Federal income tax on our taxable income at regular corporate rates
and may not be able to qualify as a REIT for four subsequent tax years.

For Federal income tax purposes, dividends to shareholders may be characterized as ordinary income, capital gains or return of capital (which is generally non-
taxable). The characterization of dividends declared during each of the last three years was as follows (unaudited):

2001 2000 1999
Ordinary income 83.9% 71.0% 79.3%
Return of capital 16.1% 29.0% —
Long term capital gain — — 20.7%

We distributed all of our REIT taxable income in 1999, 2000 and 2001 and, as a result, did not incur Federal income tax in those years on such income.

In December 1999, legislation containing the REIT Modernization Act was signed into law. This law was effective January 1, 2001 and included the following

changes:

. REITs are now allowed to own up to 100% investments in the stock of a TRS, subject to certain restrictions relating to the size of such investments. TRSs can provide
services to REIT tenants and others without adversely impacting the income requirements to which REITSs are subject;

. REITs are no longer able to enter into new arrangements to own more than 10% of the vote or value of the securities in a non-REIT C corporation unless such C

corporation elects to be treated as a TRS; and
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¢ the percentage of REIT taxable income that REITSs are required to distribute to shareholders was reduced from 95% to 90%.

On January 1, 2001, we acquired all of the stock in COMI which we did not previously own. We also elected to have COMI treated as a TRS effective January 1,
2001. COMI is subject to Federal and state income taxes. COMI had losses before income taxes under generally accepted accounting principles of $1,106 in 2001; COMI
earned an income tax benefit of $409 on these losses in 2001. COMI’s income tax benefit for 2001 consisted of the following:

Current
Federal $ 202
State 37
239
Deferred
Federal 140
State 30
170
Total $ 409
A reconciliation of COMI’s Federal statutory rate of 35% to the effective tax rate for income tax reported on our Statements of Operations for 2001 is set forth
below:
Income taxes at U.S. statutory rate 35.0%
State and local, net of U.S. Federal tax benefit 4.4%
Other 2.4)%
Effective tax rate 37.0%

Items contributing to temporary differences that lead to deferred taxes include depreciation and amortization, certain accrued compensation, compensation made in
the form of contributions to a deferred nonqualified compensation plan and expenses associated with share options.

We are subject to certain state and local income and franchise taxes. The expense associated with these state and local taxes is included in general and administrative
expense on our Consolidated Statements of Operations. We did not separately state these amounts on our Consolidated Statements of Operations because they are
insignificant.

16. Commitments and Contingencies

In the normal course of business, we are involved in legal actions arising from our ownership and administration of properties. In management’s opinion, any
liabilities that may result are not expected to have a materially adverse effect on our financial position, operations or liquidity. We are subject to various Federal, state and
local environmental regulations related to our property ownership and operation. We have performed environmental assessments of our properties, the results of which have
not revealed any environmental liability that we believe would have a materially adverse effect on our financial position, operations or liquidity.

In the event that the costs to complete construction of two buildings owned by joint ventures exceed amounts funded by member investments previously made and
existing constructions loans, we will be responsible for making additional investments in these joint ventures of up to $8,600.

We may need to make our share of additional investments in our real estate joint ventures (generally based on our percentage ownership) in the event that additional
funds are needed. In the event that the other members of these joint ventures do not pay their share of investments when additional funds are needed, we may then need to

make even larger investments in these joint ventures.
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As of December 31, 2001, we served as guarantor for the repayment of mortgage loans totaling $27,107 for certain of our unconsolidated real estate joint ventures.

In four of our joint ventures, we would be obligated to acquire the 20% membership interests of those joint ventures not owned by us in the event that all of the
following were to occur:

1) an 18-month period passes from the date that 85% of the square feet in the joint ventures’ respective buildings become occupied (the “18-month period”);
) at the end of the 18-month period, the joint ventures’ respective buildings are 90% leased and occupied by tenants who are not in default under their leases; and
3) six months passes from the end of the 18-month period and either the buildings are not sold or we have not acquired the other members’ interests.

The amount we would need to pay for those membership interests is computed based on the amount that the owners of those interests would receive under the joint venture
agreements in the event that the buildings were sold for a capitalized fair value (as defined in the agreements) on a defined date. At December 31, 2001, one of the buildings
in these joint ventures had exceeded 85% occupancy for eight months.

As of December 31, 2001, we are under contract to sell our property located at 8815 Centre Park Drive in Columbia, Maryland for $7,300.
Office Leases

We are obligated under four operating leases for office space. The monthly rent under one of these leases is subject to an annual increase based on the Consumer
Price Index. Future minimum rental payments due under the terms of these leases are as follows:

2002 $ 305
2003 246
2004 97
2005 67
$ 715
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17. Quarterly data (Unaudited)

Year Ended December 31, 2001

First Second Third Fourth
Quarter Quarter Quarter Quarter

Revenues 30,741 $ 30,047 § 33,627 § 34,995
Income before minority interests, income taxes, extraordinary

item and cumulative effect of accounting change 6,013 $ 7,622 $ 7,420 $ 7,897
Minority interests (2,124) (2,446) (2,279) (2,135)
Income tax benefit (expense), net 81 29) 81 136
Income before extraordinary item and cumulative effect of

accounting change 3,970 5,147 5,222 5,898
Extraordinary item, net (70) (66) — )
Cumulative effect of accounting change, net (174) — — —
Net income 3,726 5,081 5,222 5,893
Preferred Share dividends (881) (1,613) (1,830) (2,533)
Net income available to Common Shareholders 2,845 $ 3,468 $ 3,392 $ 3,360
Basic earnings per share:

Income before extraordinary item and cumulative effect of

accounting change 0.15 § 0.18 § 0.17 § 0.17

Net income 0.14 $ 0.17 $ 0.17 $ 0.17
Diluted earnings per share:

Income before extraordinary item and cumulative effect of

accounting change 0.15 $ 017 $ 0.16 $ 0.16

Net income 0.14 § 0.17 § 0.16 § 0.16
Weighted average Common Shares-basic 19,982 20,077 20,141 20,186
Weighted average Common Shares-diluted 21,133 21,608 21,819 21,973
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Year Ended December 31, 2000
First Second Third Fourth
Quarter Quarter Quarter Quarter

Revenues $ 25,861 26,417 28,039 $ 28,676
Income before minority interests and extraordinary item $ 5,839 5,807 6,065 $ 6,164
Minority interests (2,189) (2,069) (2,310) (2,076)
Income before extraordinary item 3,650 3,738 3,755 4,088
Extraordinary item — (26) (70) 1)
Net income 3,650 3,712 3,685 4,087
Preferred Share dividends (1,120) (1,119) (781) (782)
Net income available to Common Shareholders $ 2,530 2,593 2,904 $ 3,305
Basic earnings per share:

Income before extraordinary item $ 0.15 0.15 0.15 § 0.17

Net income $ 0.15 0.14 015 § 0.17
Diluted earnings per share:

Income before extraordinary item $ 0.14 0.14 0.15 § 0.16

Net income $ 0.14 0.14 0.14 § 0.16

Weighted average Common Shares-basic 17,352 18,014 19,934 19,947




Weighted average Common Shares-diluted 17,878 18,671 20,173 29,611
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18. Pro Forma Financial Information (Unaudited)

We accounted for our 2000 and 2001 acquisitions using the purchase method of accounting. We included the results of operations for the acquisitions in our
Consolidated Statements of Operations from their respective purchase dates through December 31, 2001.

We prepared our pro forma condensed consolidated financial information presented below as if all of our 2000 and 2001 acquisitions and dispositions had occurred
on January 1, 2000. The pro forma financial information is unaudited and is not necessarily indicative of the results which actually would have occurred if these acquisitions
and dispositions had occurred on January 1, 2000, nor does it intend to indicate our results of operations for future periods.

Years Ended December 31,
2001 2000
(Unaudited) (Unaudited)

Pro forma total revenues $ 144,419 $ 129,512
Pro forma net income available to Common Shareholders $ 13,228 $ 10,491
Pro forma earnings per Common Share

Basic $ 0.66 $ 0.56

Diluted $ 0.64 $ 0.55

19. Subsequent Event
In March 2002, we completed the sale of 10,961,000 of our Common Shares to the public at a price of $12.04 per share; Constellation was the owner of 8,876,172 of
these shares and 2,084,828 of these shares were new issues. With the completion of this transaction, Constellation is no longer a shareholder. We contributed the net

proceeds from the newly-issued shares to our Operating Partnership in exchange for 2,084,828 Common Units.
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Report of Independent Accountants

To the Board of Trustees and Shareholders of
Corporate Office Properties Trust

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of operations, of shareholders’ equity and of cash flows present fairly,
in all material respects, the financial position of Corporate Office Properties Trust and its subsidiaries (the “Company”) at December 31, 2001 and 2000, and the results of
their operations and their cash flows for each of the three years in the period ended December 31, 2001 in conformity with accounting principles generally accepted in the
United States of America. These financial statements are the responsibility of the Company’s management; our responsibility is to express an opinion on these financial
statements based on our audits. We conducted our audits of these statements in accordance with auditing standards generally accepted in the United States of America, which
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

PricewaterhouseCoopers LLP
Baltimore, Maryland
January 25, 2002 (except with respect to the matters discussed in Note 19, as to which the date is March 5, 2002)
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Market for Registrant’s Common Equity and Related Shareholder Matters

Our Common Shares trade on the NYSE under the symbol “OFC.” The table below shows the range of the high and low sale prices for our Common Shares as
reported on the NYSE, as well as the quarterly Common Share dividends per share declared.

Price Range

Dividends
2001 Low High Per Share
First Quarter $ 9.03 $ 998 $ 0.20
Second Quarter 9.36 10.60 0.20
Third Quarter 9.86 11.50 0.21
Fourth Quarter 10.75 12.71 0.21

Dividends
2000 Low High Per Share
First Quarter $ 7.5000 $ 83750 § 0.19
Second Quarter 8.0000 9.2500 0.19
Third Quarter 8.7500 10.1250 0.20
Fourth Quarter 8.9375 10.0000 0.20

The number of holders of record of our shares was 236as of December 31, 2001. This number does not include shareholders whose shares are held of record by a
brokerage house or clearing agency, but does include any such brokerage house or clearing agency as one record holder.

We will pay future dividends at the discretion of our Board of Trustees. Our ability to pay cash dividends in the future will be dependent upon (i) the income and
cash flow generated from our operations, (ii) cash generated or used by our financing and investing activities and (iii) the annual distribution requirements under the REIT
provisions of the Code described above and such other factors as the Board of Trustees deems relevant. Our ability to make cash dividends will also be limited by the terms of
our Operating Partnership Agreement and our financing arrangements as well as limitations imposed by state law and the agreements governing any future indebtedness.
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<Page>

CORPORATE OFFICE PROPERTIES TRUST
SCHEDULE III - REAL ESTATE DEPRECIATION AND AMORTIZATION
DECEMBER 31, 2001
(DOLLARS IN THOUSANDS)

<Table>
<Caption>

INITIAL COST

BUILDING AND LAND

PROPERTY LOCATION BUILDING TYPE ENCUMBRANCES LAND
IMPROVEMENTS
<S> <C> <C> <C> <C>
<C>
751, 753 760, 785 Jolly Road Blue Bell, PA Office 56,047 22,872
88,387
15000 Conference Center Drive Chantilly, VA Office 25,000 9,451
49,517
2730 Hercules Road Annapolis Junction, MD Office 25,593 7,897
31,589
695 Route 46 Fairfield, NJ Office 9,070 3,732
14,927
431 Ridge Road Dayton, NJ Office 11,982 2,782
11,128
7200 Riverwood Drive Columbia, MD Office 8,605 4,085
16,342
6009 - 6011 Oxon Hill Road Oxon Hill, MD Office 9,302 3,432
13,728
6731 Columbia Gtwy Drive Columbia, MD Office 10,396 3,948
14,286
9690 Deereco Road Timonium, MD Office 8,186 3,426
13,705
6950 Columbia Gateway Drive Columbia, MD Office 11,570 3,593
14,258
2721 Technology Drive Annapolis Junction, MD Office 13,740 2,947
14,615
132 National Business Parkway Annapolis Junction, MD Office 12,004 2,917
12,426
429 Ridge Road Dayton, NJ Office 12,617 2,930
11,719
1306 Concourse Drive Linthicum, MD Office 10,181 2,794
11,177
6940 Columbia Gateway Drive Columbia, MD Office 9,476 3,544
9,912
6750 Alexander Bell Drive Columbia, MD Office 9,084 1,263
12,287
375 W. Padonia Road Timonium, MD Office 5,628 2,600
10,401
133 National Business Parkway Annapolis Junction, MD Office 8,151 2,515
10,060
1304 Concourse Drive Linthicum, MD Office 6,980 1,999
10,393
135 National Business Parkway Annapolis Junction, MD Office 7,923 2,482
9,742
141 National Business Parkway Annapolis Junction, MD Office 7,764 2,396
9,583
710 Route 46 Fairfield, NJ Office 5,864 2,152
8,610
870 - 880 Elkridge Landing Road Linthicum, MD Office 8,613 2,298
9,191
1615 and 1629 Thames Street Baltimore, MD Office 5,767 2,079
8,316
134 National Business Parkway Annapolis Junction, MD Office 7,896 3,684
7,528
920 Elkridge Landing Road Linthicum, MD Office 8,230 2,200
8,778
1302 Concourse Drive Linthicum, MD Office 7,567 2,077
8,307
2605 Interstate Drive Harrisburg, PA Office 4,419 2,089
8,355
900 Elkridge Landing Road Linthicum, MD Office 7,289 1,992
7,967
131 National Business Parkway Annapolis Junction, MD Office 6,172 1,904
7,617
2601 Market Place Harrisburg, PA Office 4,079 1,928
7,713
68 Culver Road Dayton, NJ Office 8,315 861

8,793



999 Corporate Boulevard
8,333

7067 Columbia Gateway Drive
7,364

6700 Alexander Bell Drive
7,019

7467 Ridge Road

6,511

1199 Winterson Road

6,392

6740 Alexander Bell Drive
5,691

14502 Greenview Drive
5,894

7240 Parkway Drive

5,980

849 International Drive
5,422

14504 Greenview Drive
5,712

1099 Winterson Road

5,290

1190 Winterson Road

5,337

6716 Alexander Bell Drive
4,965

9140 Route 108

5,520

911 Elkridge Landing Road
4,858

6345 Flank Drive

5,264

104 Interchange Plaza
5,309

8815 Centre Park Drive
5,003

1201 Winterson Road

5,151

2711 Technology Drive
3,362

4301 Route 1

4,839

6340 Flank Drive

5,067

101 Interchange Plaza
4,661

891 Elkridge Landing Road
4,926

2701 Technology Drive
3,070

938 Elkridge Landing Road
4,775

901 Elkridge Landing Road
4,574

<Caption>
DEPRECIATION
PROPERTY
ACQUIRED LIFE
<S>
<C>

751, 753 760, 785 Jolly Road
40 Years

15000 Conference Center Drive
40 Years

2730 Hercules Road

40 Years

695 Route 46

40 Years

431 Ridge Road

40 Years

7200 Riverwood Drive

40 Years

6009 - 6011 Oxon Hill Road
40 Years

6731 Columbia Gtwy Drive

N/A

9690 Deereco Road

40 Years

6950 Columbia Gateway Drive

Linthicum, MD
Columbia, MD
Columbia, MD

Hanover, MD
Linthicum, MD
Columbia, MD

Laurel, MD

Hanover, MD
Linthicum, MD

Laurel, MD

Linthicum, MD
Linthicum, MD
Columbia, MD
Columbia, MD
Linthicum, MD
Harrisburg, PA
Cranbury, NJ
Columbia, MD
Linthicum, MD
Annapolis Junction, MD
Monmouth Junction, NJ
Harrisburg, PA
Cranbury, NJ
Linthicum, MD
Annapolis Junction, MD
Linthicum, MD

Linthicum, MD

COSTS CAPITALIZED
SUBSEQUENT TO

ACQUISITION

3,234
6,936
35

1,094

901

29

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

GROSS AMOUNTS
CARRIED AT CLOSE

OF PERIOD

111,358
58,968
39,487
21,893
20,846
20,462
18,254
18,234
18,032

17,880

7,862
6,054
5,748
5,982
5,848
4,769
4,780
3,721
4,959
4,628
4,840
4,884
4,161
6,500
4,445
4,431
4,610
4,053

4,713

3,674
4,266
4,043

4,488

4,476

4,169

ACCUMULATED

YEAR BUILT

1,187
1,829
1,755
1,628
1,598
1,423
1,481
1,495
1,355
1,428
1,322
1,334
1,241
1,637
1,215
1,323
1,327
1,251
1,288
3,055
1,210
1,273
1,158
1,233
3,084
1,195

1,148

DEPRECIATION OR RENOVATED DATE

(9,321)

(111)
(2,566)
(1,969)
(1,893)
(1,308)

(1,487)

(850)

(1,133)

<C>

1966/1996

1989

1990

1990

1958/1998

1986

1990

(1)

1988

1998

<C>

10/14/1997

11/30/2001

9/28/1998

5/28/1998

10/14/1997

10/13/1998

9/28/1998

3/29/2000

12/21/1999

10/21/1998



40 Years

2721 Technology Drive

40 Years

132 National Business Parkway
40 Years

429 Ridge Road

40 Years

1306 Concourse Drive

40 Years

6940 Columbia Gateway Drive
40 Years

6750 Alexander Bell Drive

40 Years

375 W. Padonia Road

40 Years

133 National Business Parkway
40 Years

1304 Concourse Drive
11/18/1999 N/A

135 National Business Parkway
40 Years

141 National Business Parkway
40 Years

710 Route 46

40 Years

870 - 880 Elkridge Landing Road
40 Years

1615 and 1629 Thames Street
40 Years

134 National Business Parkway
40 Years

920 Elkridge Landing Road

40 Years

1302 Concourse Drive

40 Years

2605 Interstate Drive

40 Years

900 Elkridge Landing Road

40 Years

131 National Business Parkway
40 Years

2601 Market Place

40 Years

68 Culver Road

40 Years

999 Corporate Boulevard

40 Years

7067 Columbia Gateway Drive
40 Years

6700 Alexander Bell Drive

40 Years

7467 Ridge Road

40 Years

1199 Winterson Road

40 Years

6740 Alexander Bell Drive

40 Years

14502 Greenview Drive

40 Years

7240 Parkway Drive

40 Years

849 International Drive
40 Years

14504 Greenview Drive
40 Years

1099 Winterson Road
40 Years

1190 Winterson Road
40 Years

6716 Alexander Bell Drive
40 Years

9140 Route 108

40 Years

911 Elkridge Landing Road
40 Years

6345 Flank Drive

40 Years

104 Interchange Plaza

40 Years

8815 Centre Park Drive

40 Years

1201 Winterson Road

40 Years

2711 Technology Drive
11/13/2000 N/A

19

356

402

107

48

234

66

236

021

42

041

11

74

471

222

402

525

282

264

712

642

34

817

134

41

252

21

17,563
15,362
15,005
14,373
13,563
13,555
13,049
12,809
12,392
12,290
12,215
11,783
11,531
11,436
11,223
11,052
10,855
10,666
10,361
10,046
9,923
9,658
9,524
9,193
8,985
8,523
8,144
7,944
7,840
7,820
7,445
7,404
7,324
7,313
7,194
7,191
6,890
6,721
6,677
6,506
6,460

6,417

(397)
(514)
(1,283)
(643)
(570)
(289)
(521)

(941)

(760)
(830)
(904)

(96)
(850)
(490)
(109)
(572)
(939)
(844)
(756)
(845)
(289)
(325)

(61)
(114)
(600)
(601)
(646)
(624)
(271)
(496)
(550)
(615)
(573)
(554)
(139)
(628)
(330)
(423)
(506)

(475)

2000
2000
1966/1996

1990
1999
2000
1986
1997

(1)
1998
1990
1985
1981
1989
1999
1982
1996
1990
1982
1990
1989
2000
2000
2001
1988
1990
1988
1992
1988
1985
1988
1985
1988
1987
1990

1974/1985

1985
1989
1990
1987
1985

(1)

10/21/1999
5/28/1999

10/14/1997
11/18/1999
11/13/1998
12/31/1998
12/21/1999

9/28/1998

12/30/1998
9/28/1998
5/28/1998
8/3/2001
9/28/1998
11/13/1998
7/2/2001
11/18/1999
10/14/1997
4/30/1998
9/28/1998
10/14/1997
7/9/1999
8/1/1999
8/30/2001
5/14/2001
4/28/1999
4/30/1998
12/31/1998
9/28/1998
4/18/2000
2/23/1999
9/28/1998
4/30/1998
4/30/1998
12/31/1998
12/14/2000
4/30/98
12/3/1999
10/30/1998
9/28/1998

4/30/1998



4301 Route 1

40 Years

6340 Flank Drive

40 Years

101 Interchange Plaza

40 Years

891 Elkridge Landing Road
40 Years

2701 Technology Drive

40 Years

938 Elkridge Landing Road
40 Years

901 Elkridge Landing Road
40 Years

<Page>
<Caption>
INITIAL COST

BUILDING AND LAND
PROPERTY

<S>
<C>

6711 Columbia Gateway Drive

1,729

5035 Ritter Road

4,438

6400 Flank Drive

4,347

881 Elkridge Landing Road
4,135

7065 Columbia Gateway Drive

4,326

939 Elkridge Landing Road
3,754

921 Elkridge Landing Road
4,174

900 International Drive
4,051

7063 Columbia Gateway Drive

4,144

930 International Drive
3,920

7321 Parkway Drive

3,757

7318 Parkway Drive

3,885

940 Elkridge Landing Road
3,924

6360 Flank Drive

3,622

6760 Alexander Bell Drive
3,558

1340 Ashton Road

3,617

6708 Alexander Bell Drive
3,588

7061 Columbia Gateway Drive

3,310

6385 Flank Drive

3,242

800 International Drive
3,097

1334 Ashton Road

2,943

47 Commerce

3,022

437 Ridge Road

2,866

6724 Alexander Bell Drive
3,082

6405 Flank Drive

2,608

5070 Ritter Road- Bldg A
2,318

6380 Flank Drive

2,344

1331 Ashton Road

LOCATION

50

533

90

31

252

6,412
6,390
6,352
6,249
6,154
6,001

5,974

BUILDING TYPE

(516)
(266)
(498)
(62)
(83)
(60)

(65)

ENCUMBRANCES

1986

1988

1985

1984

2001

1984

1984

6/24/1999

12/3/1999

10/30/1998

7/2/2001

5/26/2000

7/2/2001

7/2/2001

<C>

Columbia, MD

Harrisburg, PA

Harrisburg, PA

Linthicum, MD
Columbia, MD
Linthicum, MD
Linthicum, MD
Linthicum, MD
Columbia, MD
Linthicum, MD
Hanover, MD

Hanover, MD

Linthicum, MD

Harrisburg, PA

Columbia, MD
Hanover, MD
Columbia, MD

Columbia, MD

Harrisburg, PA

Linthicum, MD
Hanover, MD
Cranbury, NJ
Dayton, NJ

Columbia, MD

Harrisburg, PA

Harrisburg, PA

Harrisburg, PA

Hanover, MD

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

3,736
3,659
3,783
3,561
3,434
3,818
3,705
3,411
3,586
3,452
3,569
3,681
3,049
2,982
3,323
2,938
2,725
1,715
2,834
2,704
2,624
3,086
2,313
2,195
1,952
1,973

2,154

3,970
1,115
1,092
1,034
1,081

938



2,345
5070 Ritter Road- Bldg B

2,028

7 Centre Drive
1,879

2 Centre Drive
1,919

114 National Business Parkway
2,030

95 Shannon Road
1,891

75 Shannon Road
1,799

8 Centre Drive
1,552

1350 Dorsey Road
1,571

1344 Ashton Road
1,420

6375 Flank Drive
1,499

1341 Ashton Road
1,222

85 Shannon Road
1,109

102 Interchange
467

1343 Ashton Road
773

Commerce 2 Building
768

1337 Ashton Road
283

Airport Square XXII
7

601386007 Oxon Hill Road
12
1338 Ashton Road

220 National Business Parkway

23

<Caption>

DEPRECIATION
PROPERTY
ACQUIRED LIFE

<S>

<C>

6711 Columbia Gateway Drive
N/A

5035 Ritter Road

40 Years

6400 Flank Drive

40 Years

881 Elkridge Landing Road
40 Years

7065 Columbia Gateway Drive
40 Years

939 Elkridge Landing Road
40 Years

921 Elkridge Landing Road
40 Years

900 International Drive

40 Years

7063 Columbia Gateway Drive
40 Years

930 International Drive

40 Years

7321 Parkway Drive

40 Years

7318 Parkway Drive

40 Years

940 Elkridge Landing Road

Harrisburg, PA
Cranbury, NJ
Cranbury, NJ
Annapolis Junction, MD
Harrisburg, PA
Harrisburg, PA
Cranbury, NJ
Hanover, MD
Hanover, MD
Harrisburg, PA
Hanover, MD
Harrisburg, PA
Cranbury, NJ
Hanover, MD
Harrisburg, PA
Hanover, MD
Linthicum, MD
Laurel, MD
Hanover, MD

Annapolis Junction, MD

COSTS CAPITALIZED
SUBSEQUENT TO

ACQUISITION

16
25

249

623
60

185

355
91

29

Office

Office

Office

Retail

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

GROSS AMOUNTS
CARRIED AT CLOSE

OF PERIOD

5,699
5,569
5,464
5,418
5,407
5,315
5,277
5,249
5,180
5,111
5,051
4,947

4,939

1,708
1,631

1,667

1,000

951
1,348
1,444
1,304

715
1,123

586

710

37

ACCUMULATED

630

457

50

YEAR BUILT

DEPRECIATION OR RENOVATED DATE

(233)
(228)
(394)

(36)
(405)
(385)
(382)

(34)
(366)
(335)
(273)

(49)

1988

1992

1986

2000

1983

1983

1986

2000

1986

1984

1984

1984

<C>

9/28/2000

12/3/1999

12/3/1999

4/30/1998

8/30/2001

4/30/1998

4/30/1998

4/30/1998

8/30/2001

4/30/1998

4/16/1999

4/16/1999

7/2/2001



40 Years

6360 Flank Drive

40 Years

6760 Alexander Bell Drive
40 Years

1340 Ashton Road

40 Years

6708 Alexander Bell Drive
40 Years

7061 Columbia Gateway Drive
40 Years

6385 Flank Drive

40 Years

800 International Drive
40 Years

1334 Ashton Road

40 Years

47 Commerce

10/30/1998 40 Years
437 Ridge Road

40 Years

6724 Alexander Bell Drive
N/A

6405 Flank Drive

40 Years

5070 Ritter Road- Bldg A
40 Years

6380 Flank Drive

40 Years

1331 Ashton Road

40 Years

5070 Ritter Road- Bldg B
40 Years

7 Centre Drive

10/30/1998 40 Years
2 Centre Drive
10/30/1998 40 Years

114 National Business Parkway
N/A
95 Shannon Road

40 Years

75 Shannon Road

40 Years

8 Centre Drive
10/30/1998 40 Years
1350 Dorsey Road

40 Years

1344 Ashton Road

40 Years

6375 Flank Drive

40 Years

1341 Ashton Road

40 Years

85 Shannon Road

40 Years

102 Interchange

N/A

1343 Ashton Road

40 Years

Commerce 2 Building
N/A

1337 Ashton Road

N/A

Airport Square XXII
12/19/2001 N/A
601386007 Oxon Hill Road
N/A

1338 Ashton Road

N/A

220 National Business Parkway
N/A

</Table>

<Page>

10

74

101

28

211

58

43

87

107

256

200

90

37

79

12

Under construction or development at December 31,
Held for future development at December 31,
Development in progress in anticipation of acquisition
Encumbrances for property resides in joint venture.

2001.

4,731 (223)
4,675 (277)
4,522 (241)
4,487 (52)
4,137 (28)
4,063 (347)
3,945 (302)
3,780 (228)
3,779 (239)
3,611 (307)
3,531 -
3,269 (136)
3,112 (187)
2,991 (127)
2,931 (156)
2,581 (115)
2,436 (200)
2,399 (151)
2,394 -
2,366 (114)
2,356 (124)
2,196 (229)
2,164 (123)
1,865 (98)
1,727 (41)
1,607 (107)
1,389 (67)
1,108 -

967 (52)
768 -
683 -
637 -
469 -
62 -
23 -
5967,558 $(51,552)

1988
1991
1989
1988
2000
1995
1988
1989
1992/1998
1962/1996
(1)
1991
1989
1991
1989
1989
1989

1989

1995
1995
1986
1989
1989
2000
1989

1995

12/3/1999
12/31/1998
4/28/1999
5/14/2001
8/30/2001
10/14/1997
4/30/1998

4/28/1999

10/14/1997
5/14/2001
12/3/1999
12/3/1999
12/3/1999
4/28/1999

12/3/1999

6/30/2000
8/12/1999

8/12/1999

4/28/1999

4/28/1999

11/4/1999

4/28/1999

8/12/1999
(3)

4/28/1999
(3)

4/28/1999

7/30/2001
4/28/1999

(3)



The following table summarizes our changes in cost of properties (in thousands):

<Table>
<S> <C>
Balance at December 31, 2000 $ 781,242
Property acquisitions 144,780
Building and land improvements 49,809
Sales (8,273)
Balance at December 31, 2001 $ 967,558
</Table>

The following table summarizes our changes in accumulated depreciation (in
thousands) :

<Table>
<S> <C>
Balance at December 31, 2000 $ 33,271
Depreciation expense 18,697
Sales (416)
Balance at December 31, 2001 $ 51,552

</Table>
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CORPORATE OFFICE PROPERTIES TRUST
SUBSIDIARIES OF REGISTRANT

DELAWARE

Airport Square Holdings I, LLC

Airport Square Holdings VI and VII, LLC
Blue Bell Investment Company, LP
Comcourt Investors, LP

COPT Acquisitions, Inc.

COPT Concourse, LLC

Corporate Office Properties, LP
Corporate Office Properties Holdings, Inc.
Delaware Airport III, LLC

Delaware Airport VIII, LLC

Delaware Airport IX, LLC

South Brunswick Investors, LP

MARYLAND

Airport Square, LLC
Airport Square II, LLC
Airport Square IV, LLC
Airport Square V, LLC
Airport Square X, LLC
Airport Square XI, LLC
Airport Square XIII, LLC
Airport Square XIV, LLC
Airport Square XV, LLC
Airport Square XIX, LLC

Airport Square XX,

LLC

Airport Square XXI, LLC

Airport Square XXII, LLC

Airport Square Storms,
Atrium Building, LLC
Brown's Wharf, LLC

LLC

Commons Office Research, LLC

Concourse 1304, LLC
COPT Columbia, LLC
COPT Gate 63, LLC

COPT Gate 6700-6708-6724, LLC

COPT Gateway, LLC
COR, LLC

Corporate Development Services, LLC
Corporate Gatespring, LLC

Corporate Gatespring II, LLC
Corporate Management Services, LLC
Corporate Office Management, Inc.
Corporate Office Services, LLC

Corporate Paragon, LLC

Corporate Property, LLC

Corporate Realty Management, LLC
Corporate Realty Advisors, LLC
Cornucopia Holdings, LLC

Cornucopia Holdings II,

LLC

<Page>

Gateway 44, LLC
Gateway 63, LLC
Honeyland 108, LL
Lakeview at the G
Martin G. Knott &
NBP One, LLC

NBP Huff & Puff,
NBP Retail, LLC
NBP 131-133-141,
NBP 132, LLC

NBP 134, LLC

NBP 135, LLC

NBP 201, LLC

NBP 201 Holdings,
NBP 211, LLC

NBP 211 Holdings,
NBP 220, LLC

NBP 221, LLC

St. Barnabas, LLC
Tech Park I, LLC
Tech Park II, LLC
Tech Park IV, LLC
Three Centre Park
9690 Deereco Road
7318 Parkway Driv

C
reens, LLC
Associates, LLC

LLC

LLC

LLC

LLC

, LLC
, LLC
e Enterprises, LLC

EXHIBIT 21.1



7321 Parkway Drive Enterprises, LLC
7240 Parkway Drive Enterprises, LLC
7200 Riverwood, LLC

6711 Gateway, LLC

6731 Gateway, LLC

NEW JERSEY

Cuaba Associates, LLC
Princeton Executive, LLC
68 Culver, LLC

PENNSYLVANIA

Bolivar Associates, LLC

Corporate Gateway General Partnership
COPT Gateway, LP

Gateway Central Limited Partnership
6385 Flank Drive, LP

VIRGINIA
COPT Chantilly, LLC
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EXHIBIT 23.1

CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by reference in the Registration
Statement on Form S-3 (No. 333-71807), Form S-3 (No. 333-60379), Form S-3
(No. 333-36740), Form S-3 (No. 333-59766) and Form S-8 (No. 333-88711) of
Corporate Office Properties Trust of our report dated January 25, 2002
(except with respect to the matters discussed in Note 19, as to which the
date is March 5, 2002) relating to the financial statements, which appears in
the Annual Report to Shareholders, which is incorporated in this Annual
Report on Form 10-K.

/s/ PricewaterhouseCoopers LLP

Baltimore, Maryland
March 22, 2002
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