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as practicable after the effective date of this registration statement.

If this Form is filed to register additional securities for an offering
pursuant to Rule 462 (b) under the Securities Act, check the following box and
list the Securities Act registration statement number of the earlier effective
registration statement for the same offering. [ ]

If this Form is a post-effective amendment filed pursuant to Rule 462 (c)
under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement
for the same offering. [ ]

If this Form is a post effective amendment filed pursuant to Rule 462 (d)
under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement
for the same offering. [ ]

If delivery of the prospectus is expected to be made pursuant to Rule 434,
check the following box. [ ]

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR
DATES AS MAY BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT SHALL
FILE A FURTHER AMENDMENT WHICH SPECIFICALLY STATES THAT THIS REGISTRATION
STATEMENT SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE WITH SECTION 8 (a) OF
THE SECURITIES ACT OF 1933 OR UNTIL THE REGISTRATION STATEMENT SHALL BECOME
EFFECTIVE ON SUCH DATES AS THE COMMISSION, ACTING PURSUANT TO SAID SECTION 8 (a),
MAY DETERMINE.

THE INFORMATION IN THIS PROSPECTUS IS NOT COMPLETE AND MAY BE CHANGED. WE MAY
NOT SELL THESE SECURITIES UNTIL THE REGISTRATION STATEMENT FILED WITH THE
SECURITIES AND EXCHANGE COMMISSION IS EFFECTIVE. THIS PROSPECTUS IS NOT AN OFFER
TO SELL THESE SECURITIES AND IT IS NOT SOLICITING AN OFFER TO BUY THESE
SECURITIES IN ANY STATE WHERE THE OFFER OR SALE IS NOT PERMITTED.

SUBJECT TO COMPLETION, DATED JANUARY 16, 2004

PROSPECTUS
14,000,000 SHARES

(GPT LOGO)
GOVERNMENT PROPERTIES TRUST, INC.
COMMON STOCK

We invest in single tenant properties under long-term leases to the U.S.
government, state governments, local governments, and government-sponsored
enterprises. We are a self-managed, self-administered company that will elect to
be taxed as a real estate investment trust, or REIT, under the federal tax laws.

No public market currently exists for our common stock. We expect the
initial public offering price will be between $9.00 and $11.00 per share. We
have applied to have our shares listed on the New York Stock Exchange under the
symbol "GPP."

INVESTING IN OUR COMMON STOCK INVOLVES RISKS. SEE "RISK FACTORS" BEGINNING
ON PAGE 11 OF THIS PROSPECTUS TO READ ABOUT RISKS YOU SHOULD CONSIDER BEFORE
BUYING OUR COMMON STOCK. THESE RISKS INCLUDE:
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- Our president and chief executive officer joined us in June 2003, our chief
financial officer joined us in September 2003, our director of asset
acquisition joined us in December 2003, our director of asset management
joined us in December 2003 and the remainder of our management will join us
after the closing of this offering. Our management does not have any history
operating a REIT or a public company. Accordingly, we do not have a track
record upon which you can base your investment decision.

— Upon completion of this offering, we will experience a capital infusion from
the net offering proceeds, which we intend to use to acquire properties under
long-term lease to governmental tenants. If we are unable to complete the
acquisitions we are currently negotiating or acquire other properties, we may
not be able to invest this capital on acceptable terms or timeframes, which
may harm our cash flow and ability to pay dividends.

- An affiliate of one of our underwriters, Friedman, Billings, Ramsey & Co.,
Inc., or FBR, has provided us with a $1,000,000 line of credit, of which
approximately $650,000 is outstanding. Outstanding amounts under this line of
credit will be repaid from the proceeds of this offering. This creates a
conflict of interest because FBR has an interest in the successful completion
of this offering in addition to receiving customary underwriting compensation.

— We depend on the U.S. government, our largest tenant, for a significant
portion of our revenues. Any failure by the U.S. government to perform its
obligations or renew its leases will harm our cash flow and may harm our
ability to pay dividends. In addition, our leases with the U.S. government
provide that the U.S. government may assign the lease and be relieved from all
obligations under the lease, other than unpaid rent and other liabilities
outstanding on the date of the assignment, subject to our prior written
consent, which we may not unreasonably withhold.

— Because our largest tenant is the U.S. government, our properties may have a
higher risk of terrorist attack than similar properties that are leased to
non—-governmental tenants. This could harm the value of our properties through
damage, increased insurance costs or increased security costs.

— We have no charter limitations regarding the amount of indebtedness we may
incur. Our policy 1is to use debt to finance, on average, approximately 75% of
the acquisition cost of the properties that we buy, which may harm our cash
flow and our ability to pay dividends. We plan to implement this policy after
we have completed the acquisitions described in this prospectus.

- Some of our leases may not provide for a full pass-through to our tenants of
increases in property operating costs. Increases in property operating costs
that we must bear would harm our cash flow and may harm our ability to pay
dividends.

- We may make distributions that include a return of capital. Additionally,
because of differences in timing between the receipt of income and the payment
of expenses in arriving at taxable REIT income and the effect of required debt
amortization payments, we may need to borrow funds on a short-term basis to
meet the distribution requirements that are necessary to achieve and maintain
REIT status.

— We have not yet elected to be taxed as a REIT. If we fail to make such
election or if we fail to remain qualified as a REIT after our REIT election,
our dividends will not be deductible by us and we will be subject to a
corporate level tax on our taxable income. This would substantially reduce our
cash available to pay dividends and the yield on your investment.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR DETERMINED IF THIS
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PROSPECTUS IS TRUTHFUL OR COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

PER SHARE TOTAL
Public offering pPrice. ...ttt ittt ittt eeeeneennnns S S
Underwriting discount (1) « v v v vt i e ittt it teeeeeeeeeeeeeeeennnns S S
Proceeds, before expenses, LO US. ...ttt reeenneeeeeeeneennnns S S

(1) The underwriters will receive compensation in addition to the underwriting
discount in the form of interest on a line of credit, warrants and expense
reimbursement. See "Underwriting."

We have granted to our underwriters an option for a period of thirty days to
purchase up to an additional 2,100,000 shares of our common stock at the public
offering price, less the underwriting discount and commissions, solely to cover
over—allotments, if any.

We have been advised by certain of our directors and executive officers that
they intend to purchase common stock in this offering.

We expect the common stock to be available for delivery on or about January
2004.
4

FRIEDMAN BILLINGS RAMSEY
BB&T CAPITAL MARKETS
FLAGSTONE SECURITIES
January , 2004.

TABLE OF CONTENTS

SUMM A R Y . ittt ittt e et ettt e 1
L S S O ] 11
FORWARD-LOOKING STATEMENTS. . @ittt ittt ittt ittt ttenae e 22
USE OF PROCEEDS . & ittt ittt ittt ittt e eeeeee s e aaaneneneas 24
CAP ITALIZATION . & ittt it e ettt e ettt et e st aaaaees e anneeeseas 27
U ) 28
DIVIDEND POLICY AND DISTRIBUTIONS. .... ittt iieennennenns 29
SELECTED FINANCIAL INEFORMATION. ...ttt iittineineennennennens 30
UNAUDITED PRO FORMA CONSOLIDATED FINANCIAL INFORMATION...... 32
MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS. ...ttt ittt ittt it nnennnennenns 41
OUR BUSINESS AND PROPERTIES. ...ttt ittt tietnnennenns 51
MANAGEMENT . . ottt st e et et e et ettt sttt e 67
RELATED PARTY TRANSACTIONS. . ittt ittt ittt it tieeaeennenns 78
PRINCIPAL STOCKHOLDERS . . it vttt ittt ittt ittt et eneennn 80
DESCRIPTION OF COMMON STOCK. ¢ vttt ittt ittt ittt ttennnenneens 81
MATERIAL PROVISIONS OF MARYLAND LAW AND OF OUR CHARTER AND

L A 85
SHARES AVAILABLE FOR FUTURE SALE ... ...ttt ittt ennennennenn 89
MATERIAL UNITED STATES FEDERAL INCOME TAX CONSEQUENCES...... 89

UNDERWRITING. & i ittt ittt ettt e ettt e ettt aeaeeessenanneeeseas 101



Edgar Filing: GOVERNMENT PROPERTIES TRUST INC - Form S-11/A

D ] 103

LEGAL MATTERS . .ttt ittt it ittt ettt et eiiee st e aaneneeeas 104

WHERE YOU CAN FIND MORE INFORMATION. .......oitiiiennennennns 104

INDEX TO FINANCIAL STATEMENTS. ...ttt ittt iiianennns F-1
SUMMARY

The following summary highlights information contained elsewhere in this
prospectus. You should read the entire prospectus, including "Risk Factors,"
before deciding whether to invest in our common stock. In this prospectus,
references to "the company," "we," "us," and "our" mean Government Properties
Trust, Inc. and its predecessor company. Unless indicated otherwise, the
information included in this prospectus assumes the consummation of our Maryland
reincorporation, our common stock is sold at $10.00 per share and no exercise by
the underwriters of their over-allotment option.

OVERVIEW

We invest in single tenant properties under long-term leases to the U.S.
government, state governments, local governments and government-sponsored
enterprises. We are a self-managed, self-administered company that will elect to
be taxed as a real estate investment trust, or REIT, under the federal tax laws.
We believe that we will be the only public company focused solely on investing
in government-leased properties. We believe our singular focus and status as a
public company will make us an attractive buyer for owners and developers of
government-leased properties, and creates an opportunity for us to become a
national consolidator of such properties.

We were formed to take advantage of what we believe is a unique market
opportunity in the government sector of the commercial real estate market. Total
government spending in the United States during 2002 amounted to $3.1 trillion,
according to the federal Office of Management and Budget. The federal government
occupies approximately 835 million square feet of office space in the U.S.,
approximately 191 million square feet of which, or approximately 23%, is leased
according to the 2002 Federal Real Property Profile published by the General
Services Administration, or GSA, the federal government's property management
arm. The U.S. government spends approximately $3.6 billion annually on rent,
according to the August 2003 issue of Real Estate Forum. State and local
government spending accounted for 34% of total government spending, or $1.0
trillion, in 2002, according to the federal Office of Management and Budget.
Accordingly, we believe that there is also a substantial investment opportunity
with state and local governmental tenants. In addition, as government has
continued to grow and as existing facilities have become outdated, construction
of new properties for governmental tenants has been significant. In particular,
we expect government demand for new office space to grow substantially,
particularly in areas such as law enforcement and the judiciary, homeland
security, healthcare, human services and regulatory agencies.

At the same time, however, because governments are facing significant
budgetary constraints, we expect governmental entities will increasingly lease
properties instead of building and owning properties. The federal government
currently owns approximately 77% of the office space it occupies in the U.S.,
but the federal government's new properties are increasingly being leased.
Between 2000 and 2002, total commercial square footage owned by the U.S.
government grew by only 0.2%, while total commercial square footage leased by
the U.S. government grew by 7.8% based on the GSA's 2000 Summary Report of Real
Property Owned and Leased and the 2002 Federal Real Property Profile.

OUR COMPANY
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Our business consists of buying and managing recently built or renovated
office properties primarily leased to the federal government, acting through the
GSA, under long-term leases. Our portfolio consisted of five properties totaling
248,848 square feet as of September 30, 2003. These properties are 100% occupied
and have a weighted-average remaining lease term of approximately 13 years based
on the square footage of the properties as of September 30, 2003. Our tenants
include the Department of Justice, the Drug Enforcement Administration, the
Federal Bureau of Investigation and the Social Security Administration. We own
each of our properties through separate wholly-owned, special-purpose entities.

Based on the credit worthiness of our governmental tenants, our policy is
to use debt to finance, on average, approximately 75% of the acquisition cost of
the properties that we buy. We plan to implement this policy after we have
completed the acquisitions described in this prospectus. We intend to finance
our future acquisitions with a combination of equity, long-term fixed-rate debt
and short-term credit lines. We intend to

use our credit lines to finance acquisitions and deposits on a short-term basis.
We have received a commitment for a $50 million line of credit from a group of
commercial banks. Our objective is to finance each property with long-term
fixed-rate debt whose maturity matches or exceeds, to the extent possible, the
remaining term of the lease. This strategy minimizes interest rate risk and
should result in more consistent and reliable cash flow.

With the proceeds of this offering, we intend to expand our portfolio by
acquiring additional government-leased properties. We intend to acquire eight
GSA-leased properties totaling approximately 487,000 square feet for an
aggregate price of approximately $128.9 million that have a remaining average
lease term of approximately 14 years based on square footage as of September 30,
2003. However, we cannot assure you that we will be able to complete the
acquisition of these properties.

Our management team has significant experience in the real estate business.
Thomas Peschio, our President and Chief Executive Officer, has more than 35
years of experience in the real estate business and has particular expertise in
acquiring, leasing, managing, financing and selling commercial properties. Our
other senior managers and outside directors also have extensive experience in
various aspects of the real estate industry. One of our directors is the former
head of the GSA's Public Building Service.

OUR BUSINESS AND GROWTH STRATEGY

We intend to acquire properties leased to a variety of governmental
entities on a nationwide basis. We expect most of our properties initially will
be leased to the U.S. government under long-term leases. We will market both to
owners and developers of government-leased properties and directly to
governmental entities. We intend to expand our existing relationships with
GSA-approved real estate developers, the GSA and various other governmental
tenants, owners and developers around the country. We plan to continue to enter
into pre-completion purchase agreements with developers to acquire newly
developed properties upon completion and occupancy by governmental tenants. As a
public company, we believe that developers and owners will view us as a more
attractive and credible buyer than other potential buyers.

Our acquisition criteria includes analyzing not only the in-place lease,
but also analyzing the real estate characteristics of the property including
location, parking, floor plans and construction quality. We focus on newer, well
located properties that have remaining lease terms of ten years or more. By
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"newer, well located properties," we mean properties that have been constructed
or significantly renovated within the last five years and that are located in
established downtown or suburban office markets or locations that are crucial to
the government entity. We also consider, on a case-by-case basis, newer, well
located properties that are more special use in nature due to specific
government requirements or that have remaining lease terms of less than ten
years. Special use or "build-to-suit" properties, however, generally must have
remaining lease terms of fifteen years or more before we will consider them for
acquisition. We believe our focus on newer properties reduces the risk of
tenants failing to renew their lease at maturity and increases our ability to
re—-lease the property if the tenant does not renew. We intend to establish fully
funded reserves, based on independent third-party reports, for future capital
expenditures to ensure that our properties are properly maintained.

Leases for governmental tenants vary widely and include net leases, gross
leases and "modified" gross leases. Net leases require the tenant to pay all
operating expenses, gross leases require the landlord to pay all operating
expenses, and modified gross leases require the landlord and the tenant each to
pay a portion of the operating expenses. We intend to acquire properties with
all three types of leases, as well as variations of these leases, because we
believe that gross leases and modified gross leases may provide higher returns
for us than net leases. In our experience, GSA leases are generally modified
gross leases. We plan to mitigate the higher risk of gross leases and modified
gross leases through strict underwriting, due diligence and intensive property
management. With respect to services provided to governmental tenants, we will
only provide those services that are customarily provided to governmental
tenants of other similar properties.

SUMMARY RISK FACTORS

You should carefully consider the matters discussed in "Risk Factors"
beginning on page 11 prior to deciding whether to invest in our common stock.
Please refer to Risk Factors for a more complete discussion of the risks
summarized below.

— Our president and chief executive officer joined us in June 2003, our
chief financial officer joined us in September 2003, our director of
asset acquisition joined us in December 2003, our director of asset
management joined us in December 2003, and the remainder of our
management will join us after the closing of this offering. Our
management does not have any history operating a REIT or a public
company. Accordingly, we do not have a track record upon which you can
base your investment decision.

— Upon completion of this offering, we will experience a capital infusion
from the net offering proceeds, which we intend to use to acquire
properties under long-term lease to governmental tenants. If we are
unable to complete the acquisitions we are currently negotiating or
acquire other properties, we may not be able to invest this capital on
acceptable terms or timeframes, which may harm our cash flow and ability
to pay dividends.

- An affiliate of one of our underwriters, FBR, has provided us with a
$1,000,000 line of credit, of which approximately $650,000 is
outstanding. Outstanding amounts under this line of credit will be repaid
from the proceeds of this offering. In addition, we have issued to such
affiliate of FBR a warrant to purchase shares of our common stock. This
creates a conflict of interest because FBR has an interest in the
successful completion of this offering in addition to receiving customary
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underwriting compensation.

The closings of our property acquisitions are subject to conditions that
may prevent us from acquiring such properties. Our ability to complete
these acquisitions depends upon many factors, such as satisfaction of due
diligence and customary closing conditions. Any inability to complete
these acquisitions within our anticipated time frames may harm our
financial results and our ability to pay dividends.

We depend on the U.S. government, our largest tenant, for a significant
portion of our revenues. Any failure by the U.S. government to perform
its obligations or renew its leases will harm our cash flow and may harm
our ability to pay dividends. In addition, our leases with the U.S.
government provide that the U.S. government may assign the lease and be
relieved from all obligations under the lease, other than unpaid rent and
other liabilities outstanding on the date of the assignment, subject to
our prior written consent, which we may not unreasonably withhold.

Because our largest tenant is the U.S. government, our properties may
have a higher risk of terrorist attack than similar properties that are
leased to non-governmental tenants. This could harm the value of our
properties through damage, increased insurance costs or increased
security costs.

We have no charter limitations regarding the amount of indebtedness we
may incur. Our use of debt financing could decrease our cash flow and
expose us to risk of default under our debt documents. Our policy is to
use debt to finance, on average, approximately 75% of the acquisition
cost of the properties that we buy, which may harm our cash flow and our
ability to pay dividends.

We may make distributions that include a return of capital. Additionally,
because of differences in timing between the receipt of income and the
payment of expenses in arriving at taxable REIT income and the effect of
required debt amortization payments, we may find it advisable to borrow
funds on a short-term basis to meet the distribution requirements that
are necessary to achieve and maintain REIT status.

Some of our leases may not provide for a full pass-through to our tenants
of increases in property operating costs. Increases 1in property operating
costs that we must bear would harm our cash flow and may harm our ability
to pay dividends.

Restrictive covenants in our future loan documents may restrict our
operating or acquisition activities, which may harm our financial
condition and operating results.

Purchasers of our common stock will experience immediate dilution.

We depend on key personnel with long-standing business relationships, the
loss of whom could threaten our ability to operate our business
successfully.

Our board of directors may authorize the issuance of additional shares
that may cause dilution.

We have not yet elected to be taxed as a REIT. If we fail to make such
election or if we fail to remain qualified as a REIT after our REIT
election, our dividends will not be deductible by us and we will be
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subject to a corporate level tax on our taxable income.

This would

substantially reduce our cash available to pay dividends and the yield on
your investment.

INITIAL PORTFOLIO

Our portfolio consisted of five properties totaling 248,848 square feet as

of September 30,

2003.

These properties are 100% occupied and have a

weighted-average remaining lease term of approximately 13 years based on the

square footage of the properties as of September 30,

properties are occupied by U.S.
by Federal Express Corporation,

Investors Service and Standard & Poor's Corporation.

2003.

Four of the

government agencies and one property is occupied
which is rated investment grade by both Moody's

We do not intend to

purchase any additional properties that are primarily occupied by

non-governmental tenants.

the following:

LOCATION

Bakersfield,
California

Kingsport,
Tennessee

Charleston,
West Virginia

Clarksburg,
West Virginia

Harahan (New
Orleans),
Louisiana

As used in the table above and throughout this prospectus,
is determined by multiplying November 2003 rents by 12 and "Rent Per
is determined by dividing the Gross Annualized Rent by the leased

Rent"
Square Foot"

TENANT/

Our portfolio as of September 30,

OCCUPANT

United States of America/Drug
Enforcement Administration

United States of

America/Social
Administration

Security

United States of

America/Social
Administration

Security

United States of America/

Department of Justice,

Drug

Enforcement Administration,

Federal Bureau
Investigation,
Administration

of
Social Security

Federal Express Corporation

square footage of the property.

Properties™"

ACQUISITION PROPERTIES

As of January 1,

2004,

properties is probable:

See

for more information.

YEAR BUILT/
RENOVATED

1999

1959/1999

1998

1996

SQ. FT.
LEASED

22,848

90,050

55,443

70,707

"Our Business and Properties —-- Our

2003 consisted of

RENT/

SQ.

$17.

$22.

$23.

"Gross Annualized

we believe that the acquisition of the following

FOOT

30

21

20

.14

GROSS
ANNUALIZED
RENT

$ 312,338

$ 395,291

$1,999,932

$1,286,017

$ 363,440



Edgar Filing: GOVERNMENT PROPERTIES TRUST INC - Form S-11/A

PURCHASE TENANT/ YEAR BUILT/ SQ. FT. RENT/

LOCATION PRICE OCCUPANT RENOVATED LEASED SQ. FOC

Harlingen, Texas...... $ 19,125,000 United States of 2000 53,075 $32.33
America/Border Patrol*

Harlingen, Texas...... $ 26,750,000 United States of 1998 17,423 $16.87

America/Immigration &

Naturalization Service

I*

United States of 2002 107,836 $22.53
America/Immigration &

Naturalization Service

II~*
Baton Rouge,
Louisiana............ $ 6,600,000 United States of Under 36,287 $19.94
America/Veterans construction
Administration** (completion
expected
first
quarter
2004)
Parkersburg, West
Virginia............. $ 20,270,000 United States of Under 80, 657 $26.63
America/Bureau of construction
Public Debt * (completion
expected
fourth
quarter
2004)
College Park,
Maryland............. $ 21,100,000(4) United States of Under 65,760 (4) $35.2
America/Food and Drug construction
Administration** (completion
expected
first
quarter
2004)

Mineral Wells,

West Virginia........ $ 5,035,000 United States of 2003 38,324 $15.44
America/Bureau of
Public Debt*

Pittsburgh,
Pennsylvania $ 30,000,000 United States of 2001 87,178 $36.38
America/Federal Bureau
of Investigation**
Total..'eeeeeeeennenn. $128,880,000 486,540
LEASE
LOCATION TYPE
Harlingen, Texas...... Modified
Gross
Lease

10
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Harlingen, Texas...... Modified
Gross
Lease
Modified
Gross
Lease
Baton Rouge,
Louisiana............ Modified
Gross
Lease
Parkersburg, West
Virginia............. Modified
Gross
Lease
College Park,
Maryland............. Modified
Gross
Lease
Mineral Wells,
West Virginia........ Modified
Gross
Lease
Pittsburgh,
Pennsylvania Modified
Gross
Lease
Total....ovviiiiio..

* Under contract
** Under letter of intent

(1) The GSA has agreed to extend the term of this lease to August 2020 with no
early termination provision. We are finalizing this agreement. We will not
acquire the property unless and until the lease extension is finalized.

5

(2) The GSA has agreed to extend the term of these leases to October 2022 with
no early termination provisions. We are finalizing this agreement. We will
not acquire the property unless and until the lease extension is finalized.

(3) The lease is for a fixed term commencing on the property completion date.
The Lease Maturity Date is estimated based on an assumed property completion
date. See "Business and Properties -- Acquisition Properties."

(4) Does not include approximately 15,000 square feet of vacant office space
that may be leased in the future. If this vacant space is leased prior to
building completion, we must pay an additional $2.4 million.

While we believe that these acquisitions will close, we cannot guarantee that
they will close because they remain subject to, in certain circumstances, the
negotiation of definitive purchase agreements and, in general, our completion of
due diligence and customary closing conditions.

DIVIDEND POLICY
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We intend to distribute to our stockholders all or substantially all of our
taxable REIT income each year in order to comply with the distribution
requirements of the federal tax laws and to avoid federal income tax and the
nondeductible excise tax. The actual amount and timing of distributions,
however, will be at the discretion of our board of directors and will depend
upon our actual results of operations and a number of other factors discussed in
"Dividend Policy and Distributions." In addition, our board of directors has the
power to issue preferred stock or other securities that have distribution rights
senior to that of the common stock.

We declared our initial dividend of $0.075 per share of common stock, which
we paid on January 31, 2003. We paid subsequent dividends of $0.15 per share on
April 15, 2003 and July 15, 2003. The foregoing dividends were paid to our
stockholders on a pro-rata basis based upon the date on which the shares of our
common stock were obtained by such stockholders. On September 26, 2003, we
declared a dividend of $0.15 per share, which was paid on October 15, 2003. On
November 26, 2003, we declared a dividend of $0.15 per share, which will be paid
on January 15, 2004 to our stockholders of record on December 1, 2003. In
accordance with our recently adopted policy, these dividends and future
dividends will not be paid on a pro rata basis. There is, of course, no
assurance that we will be able to maintain our dividend at this level, or at
all. See "Risk Factors."

THE OFFERING
Common stock offered 14,000,000 shares

Common stock to be outstanding
after this offering 15,223,052 shares

The share figures set forth above exclude:

- up to 2,100,000 additional shares that may be issued upon exercise of the
underwriters' over—-allotment option; and

- 1,000,000 shares of common stock available for grant under our 2003
Equity Incentive Plan. We intend to limit the number of shares granted
under the 2003 Equity Incentive Plan to no more than 2.5% of our
outstanding common stock.

Use of Proceeds We will receive approximately $128.7 million
from this offering after deducting the
underwriting discount and estimated offering
expenses payable by us. We plan to use the
proceeds as follows:

- approximately $650,000 to repay outstanding
indebtedness owed to an affiliate of one of
our underwriters, FBR. This indebtedness was
incurred in the fourth quarter of 2003,
accrues interest at an annual rate of 20% and
matures on the earlier of March 25, 2004, or
the closing of this offering. Of this
outstanding indebt-

edness, $500,000 was used to fund property
acquisitions and $150,000 was used for
working capital;

12
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Proposed New York Stock
Exchange symbol

— approximately $1.6 million to repay

outstanding indebtedness owed to Genesis
Financial Group, Inc. used to finance our
acquisition of the Bakersfield property. This
indebtedness was incurred in January 2003,
accrues interest at an annual rate of LIBOR
plus 250 basis points (3.64% at September 30,
2003) and matures on December 30, 2004;

approximately $2.3 million to repay
outstanding indebtedness under a line of
credit owed to Citizens First Bancorp, Inc.
used to finance the acquisition of our
Charleston property. This indebtedness was
incurred in April 2003, accrues interest on
an annual basis at prime plus 50 basis points
(4.50% at September 30, 2003) and matures on
February 20, 2004;

approximately $110,000 to repay indebtedness
owed to Citizens First Savings Bank used for
working capital purposes. This indebtedness
was incurred in June 2003, accrues interest
on an annual basis at prime (4.00% at
September 30, 2003) and matures on October
31, 2004;

approximately $108.9 million to fund the
purchase price (including closing costs but
excluding indebtedness owed to FBR) of the
Harlingen, Baton Rouge, Parkersburg, Mineral
Wells and Pittsburgh properties described
under "Acquisition Properties." We will pay
an acquisition fee to Genesis equal to 1% of
the purchase price of these properties;

approximately $4.9 million to fund the equity
portion of the purchase price (including
closing costs) of the College Park property
described under "Acquisition Properties." We
will pay an acquisition fee to Genesis equal
to 1% of the purchase price of this property;

approximately $8.6 million to fund the
purchase price (including closing costs) of
the additional properties to be purchased in
2004; and

the remainder for general corporate and
working capital purposes.

Pending these uses, we intend to invest the net
offering proceeds in marketable,
investment-grade securities that are consistent
with our intention to qualify as a REIT.

"GPP"

13



Edgar Filing: GOVERNMENT PROPERTIES TRUST INC - Form S-11/A

CONFLICT OF INTEREST

In connection with this offering, one of our underwriters, FBR, will
receive benefits in addition to customary underwriting compensation. These
benefits consist of the repayment of loans made by an affiliate of FBR in the
amount of approximately $650,000 and the issuance to such affiliate of FBR a
warrant to purchase our common stock. These transactions create a conflict of
interest because FBR has an interest in the successful completion of this
offering in addition to receiving customary underwriter compensation.

TAX STATUS

We intend to qualify as a REIT, commencing with our taxable year ending
December 31, 2003. We believe that our current investments, proposed investments
and proposed method of operation will enable us to meet the requirements for
qualification as a REIT for federal income tax purposes. We intend to elect REIT
status for our taxable year ending December 31, 2003. Assuming we qualify for
REIT status, we must meet a number of organizational and operational
requirements, including a requirement that we annually distribute at least 90%
of our taxable REIT income to our stockholders to maintain our REIT status. As a
REIT, we generally will not be subject to federal income tax on taxable REIT
income we currently distribute to our stockholders. If we fail to qualify as a
REIT in any taxable year, we will be subject to federal income tax at regular
corporate rates. Even if we qualify as a REIT, we may be subject to some
federal, state and local taxes on our income or property. See "Material United
States Federal Income Tax Consequences."

CORPORATE INFORMATION

We were incorporated in Michigan under the name Genesis Net Lease Realty,
Inc. in September 1998. We sold 955,207 shares of our common stock between
October 2002 and August 2003 in an SEC-registered public offering for $10.00 per
share. As of September 30, 2003, we had approximately 265 stockholders and
975,552 shares of common stock outstanding. Until this offering, we have elected
not to list our common stock on any securities market. We intend to
reincorporate in Maryland and change our name to Government Properties Trust,
Inc. immediately prior to the completion of this offering. See "Related Party
Transactions." Our principal executive offices are located at 10250 Regency
Circle, Suite 100, Omaha, Nebraska 68114. Our telephone number is (402)
391-0010.

SUMMARY FINANCIAL DATA

The following summary historical consolidated financial information as of
December 31, 2002 and 2001 and for the years then ended were derived from our
audited financial statements contained elsewhere in this prospectus. The
following summary historical consolidated financial information as of September
30, 2003 and for the nine months ended September 30, 2003 and 2002, were derived
from our unaudited financial statements contained elsewhere in this prospectus.
The unaudited historical consolidated financial statements include all
adjustments, consisting of normal recurring adjustments, which we considered
necessary for a fair presentation of our financial condition and the results of
operations as of such date and for such periods under generally accepted
accounting principles.
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You should read the information below in conjunction with the other

financial information and analysis presented in this prospectus,

including the

"Management's Discussion and Analysis of Financial Condition and Results of

Operations™"

OPERATING INFORMATION(1) :
Revenue:
Rental income

Amortization of lease intangible costs

Total net revenue
Expenses:

Operating expenses
Depreciation and amortization
General and administrative
Interest income (expense),
Income tax (expense) benefit

Total expenses,

Net income (loss)

Earnings per share

BALANCE SHEET INFORMATION(1) :
Investment in real estate,
Cash and cash equivalents(2)
Total assets
Lines of credit
Mortgage notes payable
Mortgage note payable —- affiliate.
Total liabilities
Total liabilities and shareholders'

and our consolidated financial statements and related notes.

NINE MONTHS ENDED
SEPTEMBER 30,

YEAR ENDED
DECEMBER 31,

2003 2002 2002 2001

................... $2,112,377 $ - S 4,885 $ -

................ (148,997) - - -
................... 1,963,380 - 4,885 -
................... (565,479) - - -
................... (477,925) (4,220) —=
................... (398,824) (51) (8,836) -
................... (860,677) (44) 2,361 1,340
................... - 725 (725)
................... (2,302,905) (95) (9,970) 615
................... $ (339,525) $ (95) $(5,085) $ 615

................ $ (0.43) $(0.01) $ (0.24) $ 0.06

SEPTEMBER 30
2003

$38,645,992
1,062,060
40,186,261
2,397,655
27,892,521
1,639,219
32,528,012
40,186,261

NINE MONTHS ENDED
SEPTEMBER 30,

DECEMBER 31

2002 2001
$4,384,090 $ -
2,314,319 956
6,879,595 181,101
337,867 -
3,202,333 -
3,917,057 80,486
6,879,595 181,101

YEAR ENDED
DECEMBER 31,
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OTHER INFORMATION:
Cash flow:
Provided by (used in) operating activity....
Used in investing activity..................
Provided by (used in) financing activity....
Property rentable square footage(l)...........
EBITDA-historical (3) cvuu ittt it teteeeeennnn
EBITDA-Pro forma(3) .« v ve ittt i e eeaeennn

(1) We acquired our first operating property on December 26, 2002.

(2) Includes restricted cash of $490,920 at September 30, 2003.

(3) EBITDA is defined as earnings before interest,
and amortization. We believe EBITDA is useful to investors as an indicator
of our ability to service debt and pay cash distributions. EBITDA, as
calculated by us, may not be comparable to EBITDA reported by other
companies that do not define EBITDA exactly as we define the term. EBITDA
does not represent cash generated from operating activities determined in
accordance with generally accepted accounting principles (GAAP), and should
not be considered as an alternative to operating income or net income
determined in accordance with GAAP as an indicator of performance or as an
alternative to cash flows from operating activities as an indicator of

liquidity.

GAAP Reconciliation

NINE MONTHS ENDED
SEPTEMBER 30,

S (325,997) $ 14,662 $ 153,208 $ 5,989
$(32,256,934) $ - $(4,523,548) S -
$ 30,839,752 $(15,606) $ 6,683,703 $(5,033)
248,848 - 70,707 -
$ 1,187,430 $ 82 S (1,590) $ 1,340
$ 5,110,873 $ 4,960,839
income taxes, depreciation
HISTORICAL PRO FORMA
YEAR ENDED
DECEMBER 31, NINE MONTHS ENDED YEA
———————————————————— SEPTEMBER 30, DECE
2003 2002 2002 2001 2003
Net income (loss)............ $ (339,525) $(95) $(5,085) $ 615 $1,027,203 S
Add back (deduct):
Depreciation and
amortization(a)............ 626,922 —— 4,220 —— 2,819,148 3,
Interest expense............. 900, 033 177 - - 1,264,522 1,
INCOME LAXES . v vttt eenenennnnn - - (725) 725 -
EBITDA . ¢ttt ittt ettt eeeeeeeeaen $1,187,430 $ 82 $(1,590) s$1,340 $5,110,873

(a) Includes amortization of lease intangibles of $148,977, $653,673 and
$740,916 for the historical nine months ended September 30, 2003, the

pro forma nine months ended September
ended December 31, 2002, respectively,
of rental revenue.
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RISK FACTORS

30,
whi

2003 and the pro forma year
ch is included as a reduction

16



Edgar Filing: GOVERNMENT PROPERTIES TRUST INC - Form S-11/A

An investment in our common stock involves risks. You should carefully
consider the following risks before making an investment decision. If any of
these risks occurs, our business, financial condition, liquidity and results of
operations could be seriously harmed, in which case the price of our common
stock could decline and you could lose all or a part of your investment.

RISKS RELATED TO OUR BUSINESS AND PROPERTIES

WE COMMENCED OPERATIONS IN DECEMBER 2002. OUR MANAGEMENT ONLY RECENTLY JOINED US
AND DOES NOT HAVE ANY EXPERIENCE OPERATING A REIT OR A PUBLIC COMPANY.
ACCORDINGLY, WE DO NOT HAVE A TRACK RECORD UPON WHICH YOU CAN BASE YOUR
INVESTMENT DECISION.

We commenced operations in December 2002. We are, therefore, subject to the
risks associated with the operation of any new business. Further, our president
and chief executive officer joined us in June 2003, our chief financial officer
joined us in September 2003, our director of asset acquisition joined us in
December 2003, our director of asset management joined us in December 2003, and
the remainder of our management will join us after the closing of this offering.
Our management does not have any experience operating a REIT or a publicly-owned
company. Consequently, you will be unable to fully evaluate our management's
public company operational abilities. Given our recent organization and
management experience, you should be especially cautious in drawing conclusions
about our ability to execute our business plan.

WE EXPECT TO EXPERIENCE RAPID GROWTH IN THE NUMBER OF PROPERTIES ACQUIRED AND
UNDER OUR MANAGEMENT.

We expect to experience a period of rapid growth upon the completion of
this offering. Since December 2002, we have acquired five properties, containing
248,848 square feet for an aggregate purchase price of approximately $39.1
million. As of January 1, 2004, we intend to acquire eight GSA-leased properties
containing approximately 487,000 square feet, for an aggregate purchase price of
$128.9 million. Due to the anticipated rapid growth of our portfolio, we cannot
assure you that we will be able to expand our management and staff with
qualified and experienced personnel and implement administrative, accounting and
operational systems sufficient to integrate these properties into our portfolio
and manage any future acquisitions of additional properties without disruptions
or unanticipated costs. Any failure to successfully integrate any future
acquisitions into our portfolio could seriously harm our results of operations
and financial condition and our ability to pay dividends.

THE CLOSINGS OF OUR PROPERTY ACQUISITIONS ARE SUBJECT TO CONDITIONS THAT MAY
PREVENT US FROM ACQUIRING SUCH PROPERTIES.

As of January 1, 2004, we intend to acquire eight GSA-leased properties
containing approximately 487,000 square feet for an aggregate purchase price of
$128.9 million. Our ability to complete these acquisitions depends upon many
factors, such as, in certain circumstances, the negotiation of definitive
purchase agreements and, in general, the satisfaction of due diligence,
completion of construction, and satisfaction of customary closing conditions.
Any inability to complete these acquisitions within our anticipated time frames
may harm our financial results and our ability to pay dividends.

OUR USE OF DEBT FINANCING COULD DECREASE OUR CASH FLOW AND EXPOSE US TO RISK OF
DEFAULT UNDER OUR DEBT DOCUMENTS.

Our policy is to use debt to finance, on average, approximately 75% of the
acquisition cost of the properties that we buy. We plan to implement this policy
after we have completed the acquisitions described in this prospectus. As of
September 30, 2003, we had approximately $32 million of outstanding
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indebtedness. We have a line of credit with an affiliate of FBR for up to $1
million, the outstanding balance of which will be repaid with a portion of the
net proceeds of this offering.

Since we anticipate that our cash from operations will be insufficient to
repay all of our indebtedness prior to maturity, we expect that we will have to
repay debt through refinancings, sale of properties or sale of

11

additional equity. If we are unable to refinance our indebtedness on acceptable
terms, or at all, we might be forced to dispose of one or more of our properties
on unfavorable terms, which might result in losses to us and which might
adversely affect our cash available for distribution to our stockholders. If
prevailing interest rates or other factors at the time of a refinancing result
in higher interest rates on such refinancing, our interest expense would
increase, which could seriously harm our operating results and financial
condition and our ability to pay dividends.

Our debt and any increases in our debt may be detrimental to our business
and financial results by:

- requiring us to use a substantial portion of our cash flow from
operations to pay interest, which reduces the amount available for the
operation of our properties or the payment of dividends;

- violating restrictive covenants in our loan documents, which would
entitle the lenders to accelerate our debt obligations and foreclose on
our properties;

- placing us at a competitive disadvantage compared to our competitors that
have less debt;

— making us more vulnerable to economic and industry downturns and reducing
our flexibility in responding to changing business and economic
conditions;

- requiring us to sell one or more properties, possibly on unfavorable
terms; and

— limiting our ability to borrow funds for operations or to finance
acquisitions in the future or to refinance our indebtedness at maturity
on terms as or more favorable than the terms of our original
indebtedness.

BECAUSE OUR PRINCIPAL TENANT IS THE U.S. GOVERNMENT, OUR PROPERTIES MAY HAVE A
HIGHER RISK OF TERRORIST ATTACK THAN SIMILAR PROPERTIES THAT ARE LEASED TO
NON-GOVERNMENTAL TENANTS.

Because our principal tenant is the U.S. government, our properties may
have a higher risk of terrorist attack than similar properties that are leased
to non-governmental tenants. Terrorist attacks may negatively affect our
operations and your investment in our common stock. We cannot assure you that
there will not be further terrorist attacks against the United States or the
United States government. Some of our properties could be considered "high
profile" government buildings, which may make these properties more likely to be
viewed as terrorist targets. These attacks or armed conflicts may directly
impact the value of our properties through damage, destruction, loss or
increased security costs. Certain losses resulting from these types of events
are uninsurable and others would not be covered by our current terrorism
insurance. Additional terrorism insurance may not be available at a reasonable
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