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ltem 1.

MACK-CALI REALTY CORPORATION

Part | — Financial Information

Financial Statements

The accompanying unaudited consolidated balance sheets, statements of operations, of changes
in stockholders’ equity, and of cash flows and related notes thereto, have been prepared in
accordance with generally accepted accounting principles (“GAAP”) for interim financial
information and in conjunction with the rules and regulations of the Securities and Exchange
Commission (“SEC”). Accordingly, they do not include all of the disclosures required by
GAAP for complete financial statements. The financial statements reflect all adjustments
consisting only of normal, recurring adjustments, which are, in the opinion of management,
necessary for a fair presentation for the interim periods.

The aforementioned financial statements should be read in conjunction with the notes to the
aforementioned financial statements and Management’s Discussion and Analysis of Financial
Condition and Results of Operations and the financial statements and notes thereto included in
Mack-Cali Realty Corporation’s Annual Report on Form 10-K for the fiscal year ended
December 31, 2007.

The results of operations for the three and nine month periods ended September 30, 2008 are
not necessarily indicative of the results to be expected for the entire fiscal year or any other
period.



MACK-CALI REALTY CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS (in thousands, except per share amounts) (unaudited)

September 30, December 31,
ASSETS 2008 2007
Rental property

Land and leasehold interests $ 729,549 $ 726,253

Buildings and improvements 3,783,728 3,753,088

Tenant improvements 417,954 397,132

Furniture, fixtures and equipment 8,880 8,956

4,940,111 4,885,429

Less — accumulated depreciation and amortization (1,002,168) (907,013)

Net investment in rental property 3,937,943 3,978,416
Cash and cash equivalents 7,680 24,716
Marketable securities available for sale at fair value - 4,839
Investments in unconsolidated joint ventures 179,809 181,066
Unbilled rents receivable, net 109,768 107,761
Deferred charges and other assets, net 226,071 246,386
Restricted cash 12,189 13,613
Accounts receivable, net of allowance for doubtful accounts

of $2,386 and $1,576 19,430 36,405
Total assets $4,492,890 $4,593,202
LIABILITIES AND STOCKHOLDERS’ EQUITY
Senior unsecured notes $1,633,345 $1,632,547
Revolving credit facility 293,000 250,000
Mortgages, loans payable and other obligations 304,516 329,188
Dividends and distributions payable 52,168 52,099
Accounts payable, accrued expenses and other liabilities 124,229 142,778
Rents received in advance and security deposits 53,389 51,992
Accrued interest payable 18,578 34,193

Total liabilities 2,479,225 2,492,797
Minority interests:

Operating Partnership 436,652 456,436

Consolidated joint ventures 1,164 1,414
Total minority interests 437,816 457,850
Commitments and contingencies
Stockholders’ equity:

Preferred stock, $0.01 par value, 5,000,000 shares authorized, 10,000

and 10,000 shares outstanding, at liquidation preference 25,000 25,000
Common stock, $0.01 par value, 190,000,000 shares authorized,

65,875,466 and 65,558,073 shares outstanding 657 656
Additional paid-in capital 1,890,134 1,886,467
Dividends in excess of net earnings (339,942) (269,521)
Accumulated other comprehensive income (loss) -- (47)

Total stockholders’ equity 1,575,849 1,642,555
Total liabilities and stockholders’ equity $4,492,890 $4,593,202

The accompanying notes are an integral part of these consolidated financial statements.



MACK-CALI REALTY CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS (in thousands, except per share amounts) (unaudited)

Three Months Ended Nine Months Ended
September 30, September 30,
REVENUES 2008 2007 2008 2007
Base rents $147,809 $145,535 $444,499 $427,574
Escalations and recoveries from tenants 29,755 27,491 82,065 79,477
Construction services 12,268 22,912 36,334 68,722
Real estate services 3,347 5,567 10,016 13,267
Other income 11,184 11,376 18,955 17,628
Total revenues 204,363 212,881 591,869 606,668
EXPENSES
Real estate taxes 23,361 22,422 71,522 69,744
Utilities 24,706 21,944 65,794 54,818
Operating services 25,955 27,096 79,080 79,070
Direct construction costs 11,104 22,479 34,087 66,024
General and administrative 10,767 13,411 33,099 37,351
Depreciation and amortization 49,242 49,790 144,550 135,064
Total expenses 145,135 157,142 428,132 442,071

Operating income 59,228 55,739 163,737 164,597
OTHER (EXPENSE) INCOME
Interest expense (31,163) (32,163) (94,963) (94,432)
Interest and other investment income 257 985 1,115 4173
Equity in earnings (loss) of unconsolidated joint ventures (269) (1,559) (533) (5,486)
Minority interest in consolidated joint ventures 147 51 286 492
Gain on sale of marketable securities -- -- 471 --
Total other (expense) income (31,028) (32,686) (93,624) (95,253)
Income from continuing operations before

minority interest in Operating Partnership 28,200 23,053 70,113 69,344
Minority interest in Operating Partnership (5,131) (4,146) (12,751) (12,564)
Income from continuing operations 23,069 18,907 57,362 56,780
Discontinued operations (net of minority interest):

Income from discontinued operations -- 20 -- 1,057
Realized gains (losses) and unrealized losses

on disposition of rental property, net -- 4,533 -- 36,280
Total discontinued operations, net - 4,553 - 37,337
Net income 23,069 23,460 57,362 94,117

Preferred stock dividends (500) (500) (1,500) (1,500)
Net income available to common shareholders $ 22,569 $ 22,960 $ 55,862 $ 92,617

Basic earnings per common share:

Income from continuing operations $ 034 $ 027 $ 085 $ 082
Discontinued operations $ - $ 007 $ - $ 056
Net income available to common shareholders $ 034 $ 034 $ 085 $ 1.38
Diluted earnings per common share:

Income from continuing operations $ 034 $ 027 $ 085 $ 082
Discontinued operations $ - $ 007 $ - $ 055
Net income available to common shareholders $ 034 $ 034 $ 085 $ 137
Dividends declared per common share $ 064 $ 064 $ 192 $ 192
Basic weighted average shares outstanding 65,519 67,688 65,438 67,068
Diluted weighted average shares outstanding 80,617 83,088 80,573 82,515

The accompanying notes are an integral part of these consolidated financial statements.



MACK-CALI REALTY CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY (in thousands) (unaudited)

Accumulated

Additional Dividends in Other Total
Preferred Stock Common Stock Paid-In Excess of Comprehensive Stockholders’ Comprehensive
Shares Amount  Shares Par Value Capital Net Earnings Income (Loss) Equity Income
Balance at January 1, 2008 10 $25,000 65,558 $656 $1,886,467 $(269,521) $ (47) $1,642,555 -
Net income - - -- - -- 57,362 - 57,362 $57,362
Preferred stock dividends - - - -- - (1,500) - (1,500) -
Common stock dividends -- -- -- -- -- (126,283) -- (126,283) --
Redemption of common units
for common stock - - 129 1 3,883 - -- 3,884 -
Shares issued under Dividend
Reinvestment and Stock
Purchase Plan - - 6 -- 249 - - 249 -
Stock options exercised -- - 82 -- 2,311 -- -- 2,311 --
Comprehensive Gain:
Unrealized holding gain
on marketable securities
available for sale - - - -- - - 518 518 518
Directors Deferred comp. plan -- -- -- -- 288 -- -- 288 --
Issuance of restricted stock - -- 253 - - - - - -
Stock Compensation -- - -- 2 2,163 -- - 2,165 -
Cancellation of restricted stock - - ) - (31) - - (31) --
Repurchase of Common Stock -- - (151) ) (5,196) -- -- (5,198) --
Reclassification adjustment for
realized gain included in
net income -- - - - - - (471) (471) (471)
Balance at September 30, 2008 10 $25,000 65,875 $657 $1,890,134 $(339,942) -- $1,575,849 $57,409

The accompanying notes are an integral part of these consolidated financial statements.



MACK-CALI REALTY CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (in thousands) (unaudited)

Nine Months Ended

September 30,
CASH FLOWS FROM OPERATING ACTIVITIES 2008 2007
Net income $ 57,362 $ 94,117
Adjustments to reconcile net income to net cash provided by
operating activities:
Depreciation and amortization, including related intangibles 140,154 135,064
Depreciation and amortization on discontinued operations -- 424
Stock options expense -- 99
Amortization of stock compensation 2,165 2,613
Amortization of deferred financing costs and debt discount 2,124 2,101
Equity in (earnings) loss of unconsolidated joint ventures 533 5,486
Minority interest in Operating Partnership 12,751 12,564
Minority interest in consolidated joint ventures (286) (492)
Minority interest in income from discontinued operations -- 240
Gain on sale of marketable securities (471) --
Realized (gain) losses and unrealized losses on disposition
of rental property (net of minority interest) -- (36,280)
Distribution of cumulative earnings from unconsolidated joint ventures 3,841 1,875
Changes in operating assets and liabilities:
Increase in unbilled rents receivable, net (1,912) (6,480)
Increase in deferred charges and other assets, net (17,339) (29,455)
Decrease (increase) in accounts receivable, net 16,975 (1,934)
(Decrease) increase in accounts payable, accrued expenses and other liabilities (12,988) 7,733
Increase (decrease) in rents received in advance and security deposits 1,397 (1,131)
Decrease in accrued interest payable (15,615) (15,319)
Net cash provided by operating activities $ 188,691 $171,225
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to rental property and related intangibles $ (68,420) $(356,178)
Repayments of notes receivable 125 120
Investment in unconsolidated joint ventures (6,584) (22,310)
Purchase of marketable securities available for sale - (4,884)
Distribution from unconsolidated joint ventures 3,274 992
Proceeds from sale of rental property -- 57,204
Proceeds from sale of marketable securities 5,355 --
Proceeds from sale of investment in joint ventures -- 575
Decrease in restricted cash 1,424 1,809
Net cash used in investing activities $ (64,826) $(322,672)
CASH FLOWS FROM FINANCING ACTIVITIES
Borrowings from revolving credit facility $ 630,100 $ 395,000
Repayment of revolving credit facility (587,100) (374,000)
Borrowings from money market loans 352,000 --
Repayment of money market loans (352,000) --
Repayment of mortgages, loans payable and other obligations (24,570) (25,433)
Proceeds from offering of Common Stock - 251,732
Payment of financing costs (79) (1,801)
Repurchase of Common Stock (5,198) (11,172)
Proceeds from stock options exercised 2,311 3,675
Payment of dividends and distributions (156,365) (157,796)
Net cash (used in) provided by financing activities $ (140,901) $ 80,205
Net decrease in cash and cash equivalents $ (17,036) $ (71,242)
Cash and cash equivalents, beginning of period 24,716 101,223
Cash and cash equivalents, end of period $ 7,680 $ 29,981

The accompanying notes are an integral part of these consolidated financial statements.



MACK-CALI REALTY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

1. ORGANIZATION AND BASIS OF PRESENTATION

ORGANIZATION

Mack-Cali Realty Corporation, a Maryland corporation, together with its subsidiaries (collectively, the “Company™),
is a fully-integrated, self-administered, self-managed real estate investment trust (“REIT”) providing leasing,
management, acquisition, development, construction and tenant-related services for its properties and third-parties.
As of September 30, 2008, the Company owned or had interests in 294 properties plus developable land
(collectively, the “Properties”). The Properties aggregate approximately 33.7 million square feet, which are
comprised of 283 buildings, primarily office and office/flex buildings, totaling approximately 33.3 million square
feet (which include 38 buildings, primarily office buildings, aggregating 4.5 million square feet owned by
unconsolidated joint ventures in which the Company has investment interests), six industrial/warehouse buildings
totaling approximately 387,400 square feet, two retail properties totaling approximately 17,300 square feet, a hotel
(which is owned by an unconsolidated joint venture in which the Company has an investment interest) and two
parcels of land leased to others. The Properties are located in six states in the Northeast, plus the District of
Columbia.

BASIS OF PRESENTATION

The accompanying consolidated financial statements include all accounts of the Company, its majority-owned
and/or controlled subsidiaries, which consist principally of Mack-Cali Realty, L.P. (the “Operating Partnership™),
and variable interest entities for which the Company has determined itself to be the primary beneficiary, if any. See
Note 2: Significant Accounting Policies — Investments in Unconsolidated Joint Ventures for the Company’s
treatment of unconsolidated joint venture interests. Intercompany accounts and transactions have been eliminated.

The preparation of financial statements in conformity with generally accepted accounting principles (“GAAP”)
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Certain reclassifications have been made to prior period amounts in order to conform with current period
presentation.

2. SIGNIFICANT ACCOUNTING POLICIES

Rental

Property Rental properties are stated at cost less accumulated depreciation and amortization. Costs
directly related to the acquisition, development and construction of rental properties are
capitalized. Capitalized development and construction costs include pre-construction costs
essential to the development of the property, development and construction costs, interest,
property taxes, insurance, salaries and other project costs incurred during the period of
development. Included in total rental property is construction, tenant improvement and
development in-progress of $135,786,000 and $126,470,000 (including land of $70,657,000
and $68,328,000) as of September 30, 2008 and December 31, 2007, respectively. Ordinary
repairs and maintenance are expensed as incurred; major replacements and betterments, which
improve or extend the life of the asset, are capitalized and depreciated over their estimated
useful lives. Fully-depreciated assets are removed from the accounts.

The Company considers a construction project as substantially completed and held available
for occupancy upon the completion of tenant improvements, but no later than one year from
cessation of major construction activity (as distinguished from activities such as routine
maintenance and cleanup). If portions of a rental project are substantially completed and
occupied by tenants, or held available for occupancy, and other portions have not yet reached
that stage, the substantially completed portions are accounted for as a separate project. The



Company allocates costs incurred between the portions under construction and the portions
substantially completed and held available for occupancy, and capitalizes only those costs
associated with the portion under construction.

Properties are depreciated using the straight-line method over the estimated useful lives of the
assets. The estimated useful lives are as follows:

Leasehold interests Remaining lease term
Buildings and improvements 5 to 40 years
Tenant improvements The shorter of the term of the

related lease or useful life
Furniture, fixtures and equipment 5 to 10 years

Upon acquisition of rental property, the Company estimates the fair value of acquired tangible
assets, consisting of land, building and improvements, and identified intangible assets and
liabilities, generally consisting of the fair value of (i) above and below market leases, (ii) in-
place leases and (iii) tenant relationships. The Company allocates the purchase price to the
assets acquired and liabilities assumed based on their relative fair values. In estimating the
fair value of the tangible and intangible assets acquired, the Company considers information
obtained about each property as a result of its due diligence and marketing and leasing
activities, and utilizes various valuation methods, such as estimated cash flow projections
utilizing appropriate discount and capitalization rates, estimates of replacement costs net of
depreciation, and available market information. The fair value of the tangible assets of an
acquired property considers the value of the property as if it were vacant.

Above-market and below-market lease values for acquired properties are recorded based on
the present value, (using a discount rate which reflects the risks associated with the leases
acquired) of the difference between (i) the contractual amounts to be paid pursuant to each in-
place lease and (ii) management’s estimate of fair market lease rates for each corresponding
in-place lease, measured over a period equal to the remaining term of the lease for above-
market leases and the initial term plus the term of any below-market fixed rate renewal
options for below-market leases. The capitalized above-market lease values are amortized as a
reduction of base rental revenue over the remaining term of the respective leases, and the
capitalized below-market lease values are amortized as an increase to base rental revenue over
the remaining initial terms plus the terms of any below-market fixed rate renewal options of
the respective leases.

Other intangible assets acquired include amounts for in-place lease values and tenant
relationship values, which are based on management’s evaluation of the specific
characteristics of each tenant’s lease and the Company’s overall relationship with the
respective tenant. Factors to be considered by management in its analysis of in-place lease
values include an estimate of carrying costs during hypothetical expected lease-up periods
considering current market conditions, and costs to execute similar leases. In estimating
carrying costs, management includes real estate taxes, insurance and other operating expenses
and estimates of lost rentals at market rates during the expected lease-up periods, depending
on local market conditions. In estimating costs to execute similar leases, management
considers leasing commissions, legal and other related expenses. Characteristics considered
by management in valuing tenant relationships include the nature and extent of the
Company’s existing business relationships with the tenant, growth prospects for developing
new business with the tenant, the tenant’s credit quality and expectations of lease renewals.
The value of in-place leases are amortized to expense over the remaining initial terms of the
respective leases. The value of tenant relationship intangibles are amortized to expense over
the anticipated life of the relationships.

On a periodic basis, management assesses whether there are any indicators that the value of
the Company’s real estate properties held for use may be impaired. A property’s value is
impaired only if management’s estimate of the aggregate future cash flows (undiscounted and
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without interest charges) to be generated by the property is less than the carrying value of the
property. To the extent impairment has occurred, the loss shall be measured as the excess of
the carrying amount of the property over the fair value of the property. The Company’s
estimates of aggregate future cash flows expected to be generated by each property are based
on a number of assumptions that are subject to economic and market uncertainties including,
among others, demand for space, competition for tenants, changes in market rental rates, and
costs to operate each property. As these factors are difficult to predict and are subject to
future events that may alter management’s assumptions, the future cash flows estimated by
management in its impairment analyses may not be achieved. Management does not believe
that the value of any of the Company’s rental properties is impaired.

When assets are identified by management as held for sale, the Company discontinues
depreciating the assets and estimates the sales price, net of selling costs, of such assets. If, in
management’s opinion, the estimated net sales price of the assets which have been identified
as held for sale is less than the net book value of the assets, a valuation allowance is
established. Properties identified as held for sale and/or sold are presented in discontinued
operations for all periods presented. See Note 5: Discontinued Operations.

If circumstances arise that previously were considered unlikely and, as a result, the Company
decides not to sell a property previously classified as held for sale, the property is reclassified
as held and used. A property that is reclassified is measured and recorded individually at the
lower of (a) its carrying amount before the property was classified as held for sale, adjusted
for any depreciation (amortization) expense that would have been recognized had the property
been continuously classified as held and used, or (b) the fair value at the date of the
subsequent decision not to sell.

The Company accounts for its investments in unconsolidated joint ventures for which
Financial Accounting Standards Board (“FASB™) Interpretation No. 46 (revised December
2003), Consolidation of Variable Interest Entities (“FIN 46) does not apply under the equity
method of accounting as the Company exercises significant influence, but does not control
these entities.  These investments are recorded initially at cost, as Investments in
Unconsolidated Joint Ventures, and subsequently adjusted for equity in earnings and cash
contributions and distributions.

FIN 46 provides guidance on the identification of entities for which control is achieved
through means other than voting rights (“variable interest entities” or “VIES”) and the
determination of which business enterprise, if any, should consolidate the VIE (the “primary
beneficiary”). Generally, FIN 46 applies when either (1) the equity investors (if any) lack one
or more of the essential characteristics of a controlling financial interest, (2) the equity
investment at risk is insufficient to finance that entity’s activities without additional
subordinated financial support or (3) the equity investors have voting rights that are not
proportionate to their economic interests and the activities of the entity involve or are
conducted on behalf of an investor with a disproportionately small voting interest.

On a periodic basis, management assesses whether there are any indicators that the value of
the Company’s investments in unconsolidated joint ventures may be impaired. An investment
is impaired only if management’s estimate of the value of the investment is less than the
carrying value of the investment, and such decline in value is deemed to be other than
temporary. To the extent impairment has occurred, the loss shall be measured as the excess of
the carrying amount of the investment over the value of the investment. Management does
not believe that the value of any of the Company’s investments in unconsolidated joint
ventures is impaired. See Note 3: Investments in Unconsolidated Joint Ventures.
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All highly liquid investments with a maturity of three months or less when purchased are
considered to be cash equivalents.

The Company classifies its marketable securities among three categories: held-to-maturity,
trading and available-for-sale. Unrealized holding gains and losses relating to available-for-
sale securities are excluded from earnings and reported as other comprehensive income (loss)
in stockholders’ equity until realized. A decline in the market value of any marketable
security below cost that is deemed to be other than temporary results in a reduction in the
carrying amount to fair value. Any impairment would be charged to earnings and a new cost
basis for the security established.

The fair value of the marketable securities was determined using level I inputs under FAS
157. Level | inputs represent quoted prices available in an active market for identical
investments as of the reporting date.

The Company received $0 and $65,000 in dividend income from its holdings in marketable
securities during the three and nine months ended September 30, 2008, respectively. During
the nine months ended September 30, 2008, the Company disposed of its marketable
securities, and realized a gain of $471,000.

Costs incurred in obtaining financing are capitalized and amortized on a straight-line basis,
which approximates the effective interest method, over the term of the related indebtedness.
Amortization of such costs is included in interest expense and was $708,000 and $680,000 for
the three months ended September 30, 2008 and 2007, respectively, and $2,124,000 and
$2,101,000 for the nine months ended September 30, 2008 and 2007, respectively.

Costs incurred in connection with leases are capitalized and amortized on a straight-line basis
over the terms of the related leases and included in depreciation and amortization.
Unamortized deferred leasing costs are charged to amortization expense upon early
termination of the lease. Certain employees of the Company are compensated for providing
leasing services to the Properties. The portion of such compensation, which is capitalized and
amortized, approximated $895,000 and $929,000 for the three months ended September 30,
2008 and 2007, respectively, and $2,549,000 and $2,993,000 for the nine months ended
September 30, 2008 and 2007, respectively.

The Company measures derivative instruments, including certain derivative instruments
embedded in other contracts, at fair value and records them as an asset or liability, depending
on the Company’s rights or obligations under the applicable derivative contract. For
derivatives designated and qualifying as fair value hedges, the changes in the fair value of
both the derivative instrument and the hedged item are recorded in earnings. For derivatives
designated as cash flow hedges, the effective portions of the derivative are reported in other
comprehensive income (“OCI”) and are subsequently reclassified into earnings when the
hedged item affects earnings. Changes in fair value of derivative instruments not designated
as hedging and ineffective portions of hedges are recognized in earnings in the affected
period.

Base rental revenue is recognized on a straight-line basis over the terms of the respective
leases. Unbilled rents receivable represents the amount by which straight-line rental revenue
exceeds rents currently billed in accordance with the lease agreements. Above-market and
below-market lease values for acquired properties are recorded based on the present value

11
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(using a discount rate which reflects the risks associated with the leases acquired) of the
difference between (i) the contractual amounts to be paid pursuant to each in-place lease and
(if) management’s estimate of fair market lease rates for each corresponding in-place lease,
measured over a period equal to the remaining term of the lease for above-market leases and
the initial term plus the term of any below-market fixed-rate renewal options for below-
market leases. The capitalized above-market lease values for acquired properties are
amortized as a reduction of base rental revenue over the remaining term of the respective
leases, and the capitalized below-market lease values are amortized as an increase to base
rental revenue over the remaining initial terms plus the terms of any below-market fixed-rate
renewal options of the respective leases. Escalations and recoveries from tenants are received
from tenants for certain costs as provided in the lease agreements. These costs generally
include real estate taxes, utilities, insurance, common area maintenance and other recoverable
costs. See Note 12: Tenant Leases. Construction services revenue includes fees earned and
reimbursements received by the Company for providing construction management and
general contractor services to clients. Construction services revenue is recognized on the
percentage of completion method. Using this method, profits are recorded on the basis of
estimates of the overall profit and percentage of completion of individual contracts. A portion
of the estimated profits is accrued based upon estimates of the percentage of completion of the
construction contract. This revenue recognition method involves inherent risks relating to
profit and cost estimates. Real estate services revenue includes property management,
facilities management, leasing commission fees and other services, and payroll and related
costs reimbursed from clients. Other income includes income from parking spaces leased to
tenants, income from tenants for additional services arranged for by the Company and income
from tenants for early lease terminations.

Management periodically performs a detailed review of amounts due from tenants and clients
to determine if accounts receivable balances are impaired based on factors affecting the
collectibility of those balances. Management’s estimate of the allowance for doubtful
accounts requires management to exercise significant judgment about the timing, frequency
and severity of collection losses, which affects the allowance and net income.

The Company has elected to be taxed as a REIT under Sections 856 through 860 of the
Internal Revenue Code of 1986, as amended (the “Code”). As a REIT, the Company
generally will not be subject to corporate federal income tax (including alternative minimum
tax) on net income that it currently distributes to its shareholders, provided that the Company
satisfies certain organizational and operational requirements including the requirement to
distribute at least 90 percent of its REIT taxable income to its shareholders. The Company
has elected to treat certain of its corporate subsidiaries as taxable REIT subsidiaries (each a
“TRS™). In general, a TRS of the Company may perform additional services for tenants of the
Company and generally may engage in any real estate or non-real estate related business
(except for the operation or management of health care facilities or lodging facilities or the
providing to any person, under a franchise, license or otherwise, rights to any brand name
under which any lodging facility or health care facility is operated). A TRS is subject to
corporate federal income tax. If the Company fails to qualify as a REIT in any taxable year,
the Company will be subject to federal income tax (including any applicable alternative
minimum tax) on its taxable income at regular corporate tax rates. The Company is subject to
certain state and local taxes.

The Company adopted the provisions of FASB Interpretation No. 48 (“FIN 48”), Accounting
for Uncertainty in Income Taxes, an interpretation of FASB Statement No. 109 (“FAS No.
109”) on January 1, 2007. As a result of the implementation of FIN 48, the Company
recognized no material adjustments regarding its tax accounting treatment. The Company
expects to recognize interest and penalties related to uncertain tax positions, if any, as income
tax expense, which is included in general and administrative expense.
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Earnings
Per Share

Dividends and
Distributions
Payable

Costs Incurred For
Stock Issuances

Stock
Compensation

The Company presents both basic and diluted earnings per share (“EPS”). Basic EPS
excludes dilution and is computed by dividing net income available to common shareholders
by the weighted average number of shares outstanding for the period. Diluted EPS reflects
the potential dilution that could occur if securities or other contracts to issue common stock
were exercised or converted into common stock, where such exercise or conversion would
result in a lower EPS amount.

The dividends and distributions payable at September 30, 2008 represents dividends payable
to preferred shareholders (10,000 shares) and common shareholders (65,877,659 shares), and
distributions payable to minority interest common unitholders of the Operating Partnership
(14,854,139 common units) for all such holders of record as of October 3, 2008 with respect
to the third quarter 2008. The third quarter 2008 preferred stock dividends of $50.00 per
share, common stock dividends and common unit distributions of $0.64 per common share
and unit were approved by the Board of Directors on September 16, 2008. The common
stock dividends and common unit distributions payable were paid on October 10, 2008. The
preferred stock dividends payable were paid on October 15, 2008.

The dividends and distributions payable at December 31, 2007 represents dividends payable
to preferred shareholders (10,000 shares) and common shareholders (65,637,709 shares), and
distributions payable to minority interest common unitholders of the Operating Partnership
(14,985,538 common units) for all such holders of record as of January 4, 2008 with respect
to the fourth quarter 2007. The fourth quarter 2007 preferred stock dividends of $50.00 per
share, common stock dividends and common unit distributions of $0.64 per common share
and unit were approved by the Board of Directors on December 4, 2007. The common stock
dividends and common unit distributions payable were paid on January 14, 2008. The
preferred stock dividends payable were paid on January 15, 2008.

Costs incurred in connection with the Company’s stock issuances are reflected as a reduction
of additional paid-in capital.

The Company accounts for stock options and restricted stock awards granted prior to 2002
using the intrinsic value method prescribed in Accounting Principles Board Opinion No. 25,
“Accounting for Stock Issued to Employees,” and related Interpretations (“APB No. 257).
Under APB No. 25, compensation cost for stock options is measured as the excess, if any, of
the quoted market price of the Company’s stock at the date of grant over the exercise price of
the option granted. Compensation cost for stock options is recognized ratably over the
vesting period. The Company’s policy is to grant options with an exercise price equal to the
quoted closing market price of the Company’s stock on the business day preceding the grant
date. Accordingly, no compensation cost has been recognized under the Company’s stock
option plans for the granting of stock options made prior to 2002. Restricted stock awards
granted prior to 2002 are valued at the vesting dates of such awards with compensation cost
for such awards recognized ratably over the vesting period.

In 2002, the Company adopted the provisions of FASB No. 123, and in 2006, the Company
adopted the provisions of FASB No. 123(R), which did not have a material effect on the
Company’s financial position and results of operations. These provisions require that the
estimated fair value of restricted stock (“Restricted Stock Awards”) and stock options at the
grant date be amortized ratably into expense over the appropriate vesting period. The
Company recorded restricted stock and stock options expense of $715,000 and $907,000 for
the three months ended September 30, 2008 and 2007, respectively, and $2,135,000 and
$2,711,000 for the nine months ended September 30, 2008 and 2007, respectively.
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Other

Comprehensive

Income Other comprehensive income (loss) includes items that are recorded in equity, such as
unrealized holding gains or losses on marketable securities available for sale.

3. INVESTMENTS IN UNCONSOLIDATED JOINT VENTURES

The debt of the Company’s unconsolidated joint ventures generally is non-recourse to the Company, except for
customary exceptions pertaining to such matters as intentional misuse of funds, environmental conditions and
material misrepresentations, and except as otherwise indicated below.

PLAZA V111 AND IX ASSOCIATES, L.L.C.

Plaza VIII and IX Associates, L.L.C. is a joint venture between the Company and Columbia Development
Company, L.L.C. (“Columbia”). The venture was formed to acquire land for future development, located on the
Hudson River waterfront in Jersey City, New Jersey, adjacent to the Company’s Harborside Financial Center office
complex. The Company and Columbia each hold a 50 percent interest in the venture. Among other things, the
partnership agreement provides for a preferred return on the Company’s invested capital in the venture, in addition
to the Company’s proportionate share of the venture’s profit, as defined in the agreement. The venture owns
undeveloped land currently used as a parking facility.

RAMLAND REALTY ASSOCIATES L.L.C. (One Ramland Road)

On August 20, 1998, the Company entered into a joint venture with S.B. New York Realty Corp. to form Ramland
Realty Associates L.L.C. The venture was formed to own, manage and operate One Ramland Road, a 232,000
square foot office/flex building and adjacent developable land, located in Orangeburg, New York. In August 1999,
the joint venture completed redevelopment of the property and placed the office/flex building in service. The
Company holds a 50 percent interest in the joint venture. The venture has a mortgage loan with a $14.7 million
balance at September 30, 2008 collateralized by its office/flex property. The mortgage bears interest at a rate of
LIBOR plus 175 basis points and is scheduled to mature in January 2009. The venture recorded an impairment loss
of approximately $4.3 million on its rental property as of December 31, 2007. The mortgage lender has notified the
joint venture that its mortgage loan is in default due to non-receipt of debt service payments. The joint venture is
currently in discussion with the lender regarding a deed in lieu of foreclosure.

The Company performs management, leasing and other services for the property owned by the joint venture and
recognized $10,000 and $16,000 in fees for such services for the three months ended September 30, 2008 and 2007,
respectively, and $42,000 and $48,000 for the nine months ended September 30, 2008 and 2007, respectively.

SOUTH PIER AT HARBORSIDE - HOTEL DEVELOPMENT

On November 17, 1999, the Company entered into a joint venture with Hyatt Corporation (“Hyatt”) to develop a
350-room hotel on the South Pier at Harborside Financial Center, Jersey City, New Jersey, which was completed
and commenced initial operations in July 2002. The Company owns a 50 percent interest in the venture.

The venture has a mortgage loan with a balance as of September 30, 2008 of $68.4 million collateralized by the
hotel property. The loan carries an interest rate of 6.15 percent and matures in November 2016. The venture has a
loan with a balance as of September 30, 2008 of $6.7 million with the City of Jersey City, provided by the U.S.
Department of Housing and Urban Development. The loan currently bears interest at fixed rates ranging from 6.09
percent to 6.62 percent and matures in August 2020. The Company has posted a $6.7 million letter of credit in
support of this loan, $3.4 million of which is indemnified by Hyatt.

RED BANK CORPORATE PLAZA L.L.C./RED BANK CORPORATE PLAZAII, L.L.C.

On March 23, 2006, the Company entered into a joint venture with The PRC Group (“PRC”) to form Red Bank
Corporate Plaza L.L.C. The venture was formed to develop Red Bank Corporate Plaza, a 92,878 square foot office
building located in Red Bank, New Jersey. The property is fully leased to Hovnanian Enterprises, Inc. through
September 30, 2017. The Company holds a 50 percent interest in the venture. PRC contributed the vacant land for
the development of the office building as its initial capital in the venture. The Company funded the costs of
development up to the value of the land contributed by PRC of $3.5 million as its initial capital.
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On October 20, 2006, the venture entered into a $22.0 million construction loan with a commercial bank
collateralized by the land and development project. The loan (with a balance as of September 30, 2008 of $19.1
million) carried an interest rate of LIBOR plus 130 basis points through March 2008. In April 2008, the interest rate
was reduced to LIBOR plus 125 basis points and the maturity was extended one year to April 2009. The loan
currently has two one-year extension options subject to certain conditions, each of which requires payment of a fee.

In September 2007, the joint venture completed development of the property and placed the office building in
service. The Company performs management, leasing and other services for the property owned by the joint venture
and recognized $30,500 and $0 in fees for such services for the three months ended September 30, 2008 and 2007,
respectively, and $82,000 and $0 for the nine months ended September 30, 2008 and 2007, respectively.

On July 20, 2006, the Company entered into a second joint venture agreement with PRC to form Red Bank
Corporate Plaza Il L.L.C. The venture was formed to hold land on which it plans to develop Red Bank Corporate
Plaza 11, an 18,561 square foot office building located in Red Bank, New Jersey. The Company holds a 50 percent
interest in the venture. The terms of the venture are similar to Red Bank Corporate Plaza L.L.C. PRC contributed
the vacant land as its initial capital in the venture.

MACK-GREEN-GALE LLC

On May 9, 2006, as part of the Gale/Green transactions completed in May 2006, the Company entered into a joint
venture, Mack-Green-Gale LLC (“Mack-Green™), with SL Green, pursuant to which Mack-Green holds a 96 percent
interest in and acts as general partner of Gale SLG NJ Operating Partnership, L.P. (the “OP LP”). The Company’s
acquisition cost for its interest in Mack-Green was approximately $125 million, which was funded primarily through
borrowing under the Company’s revolving credit facility. The OP LP owns 100 percent of entities which owned 25
office properties (the “OP LP Properties”) which aggregate 3.5 million square feet (consisting of 17 office properties
aggregating 2.3 million square feet located in New Jersey and eight properties aggregating 1.2 million square feet
located in Troy, Michigan), as well as a minor, non-controlling interest in four office properties aggregating 419,000
square feet located in Naperville, Illinois, which was subsequently sold. In December 2007, the OP LP sold its eight
properties located in Troy, Michigan for $83.5 million. The venture recognized a loss of approximately $22.3
million from the sale. Included in the Company’s equity in earnings for the quarter ended December 31, 2007 was
$223,000 in loss related to the sale.

As defined in the Mack-Green operating agreement, the Company shares decision-making equally with SL Green
regarding: (i) all major decisions involving the operations of Mack-Green; and (ii) overall general partner
responsibilities in operating the OP LP.

The Mack-Green operating agreement generally provides for profits and losses to be allocated as follows:

(i) 99 percent of Mack-Green’s share of the profits and losses from 10 specific OP LP Properties allocable
to the Company and one percent allocable to SL Green;

(i) one percent of Mack-Green’s share of the profits and losses from eight specific OP LP Properties and its
minor interest in four office properties allocable to the Company and 99 percent allocable to SL Green;
and

(iii) 50 percent of all other profits and losses allocable to the Company and 50 percent allocable to SL Green.

Substantially all of the OP LP Properties are encumbered by mortgage loans with an aggregate outstanding principal
balance of $277.7 million at September 30, 2008. $186.9 million of the mortgage loans bear interest at a weighted
average fixed interest rate of 6.26 percent per annum and mature at various times through May 2016. $91 million of
the mortgage loans bear interest at a floating rate ranging from LIBOR plus 275 basis points to LIBOR per annum
and mature at various times through May 2009, with two one-year extension options, subject to certain conditions
and the payment of a fee. Substantially all of the floating rate mortgage loans are provided by an affiliate of SL
Green.

The Company performs management, leasing, and other services for the properties owned by the joint venture and
recognized $863,000 and $1.5 million in income (net of $209,000 and $100,000 in direct costs) for such services for
the three months ended September 30, 2008 and 2007, respectively, and $2.8 million and $2.7 million in income (net
of $1.5 million and $896,000 in direct costs) for the nine months ended September 30, 2008 and 2007, respectively.
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GE/GALE FUNDING LLC (PFV)

The Gale agreement signed as part of the Gale/Green transactions in May 2006 provides for the Company to acquire
certain ownership interests in real estate projects (the “Non-Portfolio Properties”), subject to obtaining certain third
party consents and the satisfaction of various project-related and/or other conditions. Each of the Company’s
acquired interests in the Non-Portfolio Properties provide for the initial distributions of net cash flow solely to the
Company, and thereafter an affiliate of Mr. Gale (“Gale Affiliate™) has participation rights (“Gale Participation
Rights”) in 50 percent of the excess net cash flow remaining after the distribution to the Company of the aggregate
amount equal to the sum of: (a) the Company’s capital contributions, plus (b) an internal rate of return (“IRR”) of 10
percent per annum, accruing on the date or dates of the Company’s investments.

On May 9, 2006, as part of the Gale/Green transactions, the Company acquired from a Gale Affiliate for $1.8
million a 50 percent controlling interest in GMW Village Associates, LLC (“GMW Village”). GMW Village holds
a 20 percent interest in GE/Gale Funding LLC (“GE Gale”). GE Gale owns a 100 percent interest in the entity
owning Princeton Forrestal Village, a mixed-use, office/retail complex aggregating 527,015 square feet and located
in Plainsboro, New Jersey (“Princeton Forrestal Village” or “PFV”).

In addition to the cash consideration paid to acquire the interest, the Company provided a Gale affiliate with the
Gale Participation Rights.

The operating agreement of GE Gale, which is owned 80 percent by GEBAM, Inc., provides for, among other
things, distributions of net cash flow, initially, in proportion to each member’s interest and subject to adjustment
upon achievement of certain financial goals, as defined in the operating agreement.

GE Gale has a mortgage loan with a balance of $52.8 million at September 30, 2008. The loan bears interest at a
rate of LIBOR plus 275 basis points and matures on January 9, 2009, with an extension option through January 9,
2011.

The Company performs management, leasing, and other services for PFV and recognized $217,300 and $356,000 in
income (net of $31,700 and $157,000 in direct costs) for such services for the three months ended September 30,
2008 and 2007, respectively, and $655,000 and $741,000 in income (net of $288,000 and $1.4 million in direct
costs) for the nine months ended September 30, 2008 and 2007, respectively.

ROUTE 93 MASTER LLC (“Route 93 Participant”)/ROUTE 93 BEDFORD MASTER LLC (with the Route
93 Participant, collectively, the “Route 93 Venture”)

On June 1, 2006, the Route 93 Venture was formed between the Route 93 Participant, a majority-owned subsidiary
of the Company, having a 30 percent interest and the Commingled Pension Trust Fund (Special Situation Property)
of JPMorgan Chase Bank having a 70 percent interest, for the purpose of acquiring seven office buildings,
aggregating 666,697 square feet, located in the towns of Andover, Bedford and Billerica, Massachusetts. Profits and
losses are shared by the partners in proportion to their respective interests until the investment yields an 11 percent
IRR, then sharing will shift to 40/60, and when the IRR reaches 15 percent, then sharing will shift to 50/50.

The Route 93 Participant is a joint venture between the Company and a Gale affiliate. Profits and losses are shared
by the partners under this venture in proportion to their respective interests (83.3/16.7) until the investment yields an
11 percent IRR, then sharing will shift to 50/50.

The Route 93 Ventures has a mortgage loan with an amount not to exceed $58.6 million, with a $43.0 million
balance at September 30, 2008, collateralized by its office properties. The loan provides the venture the ability to
draw additional monies for qualified leasing and capital improvement costs. The loan bears interest at a rate of
LIBOR plus 220 basis points and matures on July 11, 2009, with two one-year extension options, subject to certain
conditions and the payment of a fee.

The Company had performed services for Route 93 Master LLC and Route 93 Bedford Master LLC and recognized

$12,500 and $0 in fees for such services for the three months ended September 30, 2008 and 2007, respectively, and
$45,000 and $0 for the nine months ended September 30, 2008 and 2007, respectively.
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GALE KIMBALL, L.L.C.

On June 15, 2006, the Company entered into a joint venture with a Gale Affiliate to form M-C Kimball, LLC (“M-C
Kimball”). M-C Kimball was formed for the sole purpose of acquiring a Gale Affiliate’s 33.33 percent membership
interest in Gale Kimball, L.L.C. (“Gale Kimball”), an entity holding a 25 percent interest in 100 Kimball Drive LLC
(“100 Kimball”), which developed and placed in service a 175,000 square foot office property that has been
substantially pre-leased to a single tenant, located at 100 Kimball Drive, Parsippany, New Jersey (the “Kimball
Property™).

The operating agreement of M-C Kimball provides, among other things, for the Gale Participation Rights (of which
Mark Yeager, an Executive Vice President of the Company, has a direct 26 percent interest).

Gale Kimball is owned 33.33 percent by M-C Kimball and 66.67 percent by the Hampshire Generational Fund,
L.L.C. (“Hampshire”). The operating agreement of Gale Kimball provides, among other things, for the distribution
of net cash flow, initially, in accordance with its members’ respective membership interests and, upon achievement
of certain financial conditions, 50 percent to each of the Company and Hampshire.

100 Kimball is owned 25 percent by Gale Kimball and 75 percent by 100 Kimball Drive Realty Member LLC, an
affiliate of JPMorgan (“JPM”). The operating agreement of 100 Kimball provides, among other things, for the
distributions to be made in the following order:

(i)  first, to JPM, such that JPM is provided with an annual 12 percent compound preferred return on
Preferred Equity Capital Contributions (as such term is defined in the operating agreement of 100
Kimball and largely comprised of development and construction costs);

(i)  second, to JPM, as return of Preferred Equity Capital Contributions until complete repayment of such
Preferred Equity Capital Contributions;

(iii)  third, to each of JPM and Gale Kimball in proportion to their respective membership interests until each
member is provided, as a result of such distributions, with an annual twelve percent compound return on
the Member’s Capital Contributions (as defined in the operating agreement of 100 Kimball, and
excluding Preferred Equity Capital Contributions, if any); and

(iv)  fourth, 50 percent to each of JPM and Gale Kimball.

On September 21, 2007, 100 Kimball obtained a $47 million mortgage loan which bears interest at a