Edgar Filing: LEXINGTON CORPORATE PROPERTIES TRUST - Form 424B5

LEXINGTON CORPORATE PROPERTIES TRUST
Form 424B5
June 11, 2003

Filed Pursuant to Rule 424 (b) (5)
Registration Nos. 333-49351 and
333-105977

PROSPECTUS SUPPLEMENT
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LEXINGTON CORPORATE PROPERTIES TRUST
8.05% SERIES B CUMULATIVE REDEEMABLE PREFERRED STOCK
LIQUIDATION PREFERENCE $25.00 PER SHARE

We are offering 2,750,000 preferred shares of beneficial interest,
classified as 8.05% Series B Cumulative Redeemable Preferred Stock, par value
$0.0001 per share ("Series B Preferred Shares"). We will pay cumulative
dividends on the Series B Preferred Shares from and including the date of
original issuance in the amount of $2.0125 per share each year, which is
equivalent to 8.05% of the $25.00 liquidation preference per share. Dividends on
the Series B Preferred Shares will be payable quarterly in arrears, beginning on
August 15, 2003. We have no other preferred shares of beneficial interest
outstanding as of the date of this prospectus supplement.

We may not redeem the Series B Preferred Shares before June 19, 2008,
except to preserve our status as a real estate investment trust. On or after
June 19, 2008, we may, at our option, redeem the Series B Preferred Shares, in
whole or in part, by paying $25.00 per share, plus any accrued and unpaid
dividends to and including the date of redemption. Our Series B Preferred Shares
have no stated maturity, will not be subject to any sinking fund or mandatory
redemption and will not be convertible into any of our other securities, except
that we may exchange shares of the Series B Preferred Shares for shares of
excess stock in order to ensure that we remain a qualified real estate
investment trust for federal income tax purposes. Investors in our Series B
Preferred Shares will generally have no voting rights, but will have limited
voting rights if we fail to pay dividends for six or more quarters and under
certain other circumstances.

Our Series B Preferred Shares are subject to certain restrictions on
ownership designed to preserve our qualification as a real estate investment
trust for federal income tax purposes. See "DESCRIPTION OF SERIES B PREFERRED
SHARES —-- Restrictions on Ownership" beginning on page S-21 of this prospectus
supplement and "RESTRICTIONS ON TRANSFERS OF CAPITAL SHARES AND ANTI-TAKEOVER
PROVISIONS" beginning on page S-22 of this prospectus supplement and on page 25
of the accompanying prospectus for more information about these restrictions.

No market currently exists for our Series B Preferred Shares. We have
applied to list our Series B Preferred Shares on the New York Stock Exchange
under the symbol "LXP PrB", subject to official notice of issuance. We expect
that trading on the NYSE will commence within 30 days after the initial delivery
of the Series B Preferred Shares. Our common shares of beneficial interest
currently trade on the NYSE under the symbol "LXP".

INVESTING IN OUR SERIES B PREFERRED SHARES INVOLVES CERTAIN RISKS. SEE
"RISK FACTORS" BEGINNING ON PAGE S-7 OF THIS PROSPECTUS SUPPLEMENT.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR DETERMINED IF THIS
PROSPECTUS SUPPLEMENT OR THE ACCOMPANYING PROSPECTUS IS TRUTHFUL OR COMPLETE.
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.
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PER SHARE
Public offering price $25.0000
Underwriting discount $ 0.7875
Proceeds, before expenses, to us $24.2125

The underwriters are severally underwriting the shares being offered. The
underwriters have an option, which they have exercised in full, to purchase up
to an additional 410,000 Series B Preferred Shares from us within 30 days from
the date of this prospectus supplement to cover over-allotments, if any.

The underwriters expect that the Series B Preferred Shares will be ready for
delivery in book-entry form through The Depository Trust Company on or about
June 19, 2003.

BEAR, STEARNS & CO. INC. A.G. EDWARDS & SONS, INC.
SOLE BOOKRUNNING MANAGER

RAYMOND JAMES FRIEDMAN BILLINGS RAMSEY

ADVEST, INC. BB&T CAPITAL MARKETS FERRIS, BAKER WATTS
INCORPORATED

The date of this prospectus supplement is June 10, 2003.

ABOUT THIS PROSPECTUS SUPPLEMENT

All references to "we," "our" and "us" in this prospectus supplement means
Lexington Corporate Properties Trust and all entities owned or controlled by us
except where it is made clear that the term means only the parent company. The
term "you" refers to a prospective investor.

When used in this prospectus supplement, the phrase "funds from
operations," or FFO, which is a commonly used measurement of the performance of
an equity real estate investment trust, or REIT, as defined by the National
Association of Real Estate Investment Trusts, Inc., is net income (or loss)
computed in accordance with generally accepted accounting principles, excluding
gains or losses from sales of property, plus depreciation and amortization, and
after adjustments for unconsolidated partnerships and joint ventures.
Adjustments for unconsolidated partnerships and joint ventures will be
calculated to reflect FFO on the same basis. FFO does not represent cash
generated from operating activities in accordance with generally accepted
accounting principles and is not necessarily indicative of cash available to
fund cash needs and should not be considered as an alternative to net income as
an indicator of our operating performance or as an alternative to cash flow as a
measure of liquidity.

We have filed with the Securities and Exchange Commission a Registration
Statement on Form S-3, of which the accompanying prospectus forms a part, under
the Securities Act of 1933, as amended. As permitted by the rules and
regulations of the Commission, and as stated in the accompanying prospectus,
this prospectus supplement sets forth the specific terms of the Series B
Preferred Shares being offered and updates certain information included in the
accompanying prospectus. TO THE EXTENT THAT ANY SUBJECT MATTER IS ADDRESSED IN
BOTH THIS PROSPECTUS SUPPLEMENT AND THE ACCOMPANYING PROSPECTUS, THE INFORMATION
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CONTAINED IN THIS PROSPECTUS SUPPLEMENT SUPERSEDES THE INFORMATION CONTAINED IN
THE ACCOMPANYING PROSPECTUS.

CAUTIONARY STATEMENTS CONCERNING FORWARD-LOOKING INEFORMATION

Certain information included or incorporated by reference in this
prospectus supplement and the accompanying prospectus may contain
forward-looking statements within the meaning of Section 27A of the Securities
Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934,
as amended, and as such may involve known and unknown risks, uncertainties and
other factors which may cause our actual results, performance or achievements to
be materially different from future results, performance or achievements
expressed or implied by these forward-looking statements. Forward-looking
statements, which are based on certain assumptions and describe our future
plans, strategies and expectations, are generally identifiable by use of the
words "may," "will," "should," "expect," "anticipate," "estimate," "believe,"
"intend, " "project," or the negative of these words or other similar words or
terms. Factors which could have a material adverse effect on our operations and
future prospects include, but are not limited to, changes in economic conditions
generally and the real estate market specifically, adverse developments with
respect to our tenants, legislative/regulatory changes including changes to laws
governing the taxation of REITs, availability of debt and equity capital,
changes in interest rates, competition, supply and demand for properties in our
current and proposed market areas, policies and guidelines applicable to REITs
and the other factors described under the heading "RISK FACTORS" beginning on
page S-7 of this prospectus supplement. These risks and uncertainties should be
considered in evaluating any forward-looking statements contained or
incorporated by reference in this prospectus supplement.

We undertake no obligation to publicly update or revise any forward-looking
statements, whether as a result of new information, future events or otherwise.
In light of these risks, uncertainties and assumptions, the forward-looking
events discussed or incorporated by reference in this prospectus supplement and
the accompanying prospectus may not occur and actual results could differ
materially from those anticipated or implied in the forward-looking statements.

PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights information contained elsewhere in this prospectus
supplement and the accompanying prospectus. Because this is a summary, it may
not contain all of the information that is important to you. Before making a
decision to invest in our Series B Preferred Shares, you should read this entire
prospectus supplement and the accompanying prospectus carefully, especially
"RISK FACTORS" beginning on page S-7 of this prospectus supplement and
"AVAILABLE INFORMATION" beginning on page S-37 of this prospectus supplement, as
well as the documents incorporated by reference in this prospectus supplement
and the accompanying prospectus, as provided in "INCORPORATION OF INFORMATION WE
FILE WITH THE SEC" beginning on page S-38 of this prospectus supplement. Unless
otherwise indicated, (i) all financial and property information is presented as
of March 31, 2003 and (ii) we assume the underwriters' over-allotment option to
purchase up to an additional 410,000 Series B Preferred Shares has been
exercised in full.

THE COMPANY

We are a self-managed and self-administered real estate investment trust,
commonly referred to as a REIT, formed under the laws of the State of Maryland.
Our common shares are traded on the New York Stock Exchange under the symbol
"LXP". Our primary business is the acquisition, ownership and management of a
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geographically diverse portfolio of net leased office, industrial and retail
properties. Substantially all of our properties are subject to triple net
leases, which are generally characterized as leases in which the tenant bears
all or substantially all of the costs and cost increases for real estate taxes,
utilities, insurance and ordinary repairs and maintenance. As of March 31, 2003,
we had ownership interests in 104 properties, located in 30 states and Canada
and containing an aggregate of approximately 19.8 million net rentable square
feet of space. Thirteen of these properties, containing approximately 4.7
million net rentable square feet of space, were held through joint ventures with
third parties. Approximately 99.2% of the net rentable square feet was leased.

We grow our portfolio primarily by acquiring properties from corporations
and other entities in sale-leaseback transactions and from developers of
newly-constructed properties built to suit the needs of a corporate tenant. We
have diversified our portfolio by geographical location, tenant industry
segment, lease term expiration and property type with the intention of providing
steady internal growth with low volatility. We believe that such diversification
should help insulate us from regional recession, industry specific downturns and
price fluctuations by property type. As part of our ongoing efforts, we expect
to continue to effect portfolio and individual property acquisitions and
dispositions, through joint ventures and for our own account, expand existing
properties, attract investment grade quality tenants, extend lease maturities in
advance of expiration and refinance outstanding indebtedness when advisable.
Additionally, we enter into joint ventures with third-party investors as a means
of creating additional growth and expanding the revenue realized from advisory
and asset management activities.

Our principal executive offices are located at 355 Lexington Avenue, New
York, New York 10017, our telephone number is (212) 692-7260 and our Internet
address is www.lxp.com.

RECENT DEVELOPMENTS

REMIC FINANCING. We have given notice to the holders of the commercial
mortgage pass—-through certificates issued with respect to a segregated pool of
assets consisting of seventeen of our properties (the "REMIC") of our intention
to prepay the REMIC in June, 2003. As of the date of this prospectus supplement,
the REMIC had an outstanding balance of approximately $62.6 million. The REMIC
currently bears interest at a blended rate of 8.16% per annum and is secured by
cross—defaulted mortgages. Upon our prepayment of the REMIC, we will be
obligated to pay a premium estimated to be approximately $6.0 million.

COMMON SHARE OFFERING. On May 5, 2003, we sold 4.5 million common shares
at $16.44 per share, raising net proceeds of $73.9 million.
S-1

REPAYMENT OF INDEBTEDNESS. We utilized a portion of the proceeds of our
recent common share offering (see above) to satisfy the following indebtedness:

PREPAYMENT PENALTY
INDEBTEDNESS AMOUNT REPAID INCURRED

Unsecured revolving credit facility with Fleet
National Bank......c.o. it iiiiiieeeeeennennns $ 9.5 million none
Mortgage on Chester, SC property............... $10.8 million $0.2 million

We had expected to utilize a portion of the proceeds from our recent common

DATE OF PAY

May 5,
June 2,

20
20
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share offering to repay (i) the $4.7 million fixed rate mortgage on our Salt
Lake City, Utah property (the "Utah Mortgage") and (ii) the $12.5 million
variable-rate mortgage on our Warren, Ohio property (the "Ohio Mortgage"). The
Utah Mortgage is scheduled for repayment in July, 2003. Currently, we have
determined not to repay the Ohio Mortgage, but rather to utilize the remaining
offering proceeds for the other uses noted in the common share offering.

OWENS CORNING AMENDED PLAN OF REORGANIZATION. Owens Corning, which is our
eighth largest tenant based upon rental revenues, filed for Chapter 11
bankruptcy protection on October 5, 2000. Owens Corning leases two industrial
facilities, aggregating 651,000 square feet, in Hebron, Ohio and a 194,000
square foot industrial facility in Chester, South Carolina. The Hebron, Ohio
facilities were acquired post-bankruptcy and Owens Corning has affirmed the
lease of the Chester, South Carolina facility. We are also developing a property
in Minneapolis, Minnesota which Owens Corning is under contract to lease upon
its completion. On May 23, 2003, Owens Corning filed an amended joint plan of
reorganization which has not yet been approved by the bankruptcy court. As of
the date of this prospectus supplement, Owens Corning is current in all of its
obligations to us.

THE OFFERING

The following is a brief summary of certain terms of this offering. For a
more complete description of the terms of our Series B Preferred Shares, see
"DESCRIPTION OF SERIES B PREFERRED SHARES" beginning on page S-16 of this
prospectus supplement.

ISSUEL . i ittt i i i e e Lexington Corporate Properties Trust

Securities Offered............ 3,160,000 preferred shares of beneficial
interest classified as 8.05% Series B
Cumulative Redeemable Preferred Stock
(including the underwriters' over-allotment
option for 410,000 shares, which has been
exercised in full).

Dividends......ovviiiiinnn Investors will be entitled to receive
cumulative cash dividends on the Series B
Preferred Shares at a rate of 8.05% of the
$25.00 liquidation preference per year
(equivalent to $2.0125 per year per share).
Beginning on August 15, 2003, dividends on the
Series B Preferred Shares will be payable
quarterly in arrears on each of February 15,
May 15, August 15, and November 15 of each year
or, if not a business day, the next succeeding
business day. Dividends on the Series B
Preferred Shares will be cumulative from and
including the date of original issuance, which
is expected to be June 19, 2003. The first
dividend payable on the Series B Preferred
Shares, on August 15, 2003, will be for less
than a full quarter.

Liquidation Preference........ If we liquidate, dissolve or wind up, holders
of our Series B Preferred Shares will have the
right to receive $25.00 per share, plus accrued
and unpaid dividends (whether or not declared)
to and including the date of payment before any
payments are

S-2
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No Maturity Date..............

Optional Redemption...........

Ranking......

Voting Rights

made to the holders of our common shares and
any other capital shares ranking junior to the
Series B Preferred Shares as to liquidation
rights. The rights of the holders of the Series
B Preferred Shares to receive their liquidation
preference will be subject to the proportionate
rights of each other series or class of our
capital shares ranking, as to liquidation
rights, on a parity with the Series B Preferred
Shares.

The Series B Preferred Shares have no maturity
date and we are not required to redeem the
Series B Preferred Shares at any time.
Accordingly, the Series B Preferred Shares will
remain outstanding indefinitely, unless we
decide, at our option on or after June 19,
2008, to exercise our redemption right. We are
not required to set aside funds to redeem the
Series B Preferred Shares.

We may not redeem the Series B Preferred Shares
prior to June 19, 2008, except in limited
circumstances relating to the preservation of
our status as a REIT. On or after June 19,
2008, we may, at our option, redeem the Series
B Preferred Shares, in whole or in part, at any
time and from time to time, for cash equal to
$25.00 per share, plus any accrued and unpaid
dividends, if any, to and including the date of
redemption. Any partial redemption will
generally be on a pro rata basis.

The Series B Preferred Shares will, with
respect to the payment of dividends and amounts
upon liquidation, dissolution or winding up,
rank (i) senior to all classes or series of our
common shares and to all equity securities
ranking Jjunior to our Series B Preferred
Shares, (ii) on a parity with all equity
securities issued by us the terms of which
specifically provide that such equity
securities rank on a parity with our Series B
Preferred Shares, and (iii) junior to all
equity securities issued by us the terms of
which specifically provide that such equity
securities rank senior to our Series B
Preferred Shares. As of the date of this
prospectus supplement, our only outstanding
equity securities are our common shares.

Holders of the Series B Preferred Shares will
generally have no voting rights. However, if we
do not pay dividends on the Series B Preferred
Shares for six or more quarterly periods
(whether or not consecutive), the holders of
the Series B Preferred Shares, voting together
as a class with the holders of all other
classes or series of our equity securities
ranking on parity with the Series B Preferred
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Listing.......ccvvviia..

Settlement Date..........

Restrictions on Ownership

Shares which are entitled to similar voting
rights, will be entitled to vote at the next
annual meeting of our shareholders for the
election of two additional trustees to serve on
our board of trustees until all unpaid
cumulative dividends have been paid or declared
and set apart for payment. In addition, the
affirmative vote of at least two-thirds of the
Series B Preferred Shares, voting together as a
class with the holders of all other classes or
series of our equity securities ranking on
parity with the Series B Preferred Shares which
are entitled to similar voting rights, is
required for us to authorize, create or
increase capital shares ranking senior to the

SE]

Series B Preferred Shares or to amend our
declaration of trust in a manner that
materially and adversely affects the rights of
the holders of the Series B Preferred Shares.

We have applied to list our Series B Preferred
Shares on the New York Stock Exchange under the
symbol "LXP PrB", subject to official notice of
issuance. We expect that trading on the NYSE
will commence within 30 days after the initial
delivery of the Series B Preferred Shares.

Delivery of the Series B Preferred Shares will
be made against payment therefor on or about
June 19, 2003, which will be the seventh
business day following the date of pricing of
the Series B Preferred Shares (this settlement
cycle being referred to as "T+7"). Accordingly,
purchasers who wish to trade the Series B
Preferred Shares on the date of pricing or the
next succeeding seven business days will be
required, by virtue of the fact that the Series
B Preferred Shares initially will settle in
T+7, to specify an alternative settlement cycle
at the time of any such trade to prevent a
failed settlement and should consult their own
advisor.

The Series B Preferred Shares will be issued
and maintained in book-entry form registered in
the name of the nominee of The Depository Trust
Company.

For us to qualify as a REIT under the Internal
Revenue Code, the transfer of our capital
shares, which includes the Series B Preferred
Shares, is restricted. Not more than 50% in
value of our outstanding capital shares may be
owned, directly or constructively, by five or
fewer individuals, as defined in the Internal
Revenue Code. Our declaration of trust provides
that no person or persons acting as a group may
own, or be deemed to own by virtue of the
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attribution rules of the Internal Revenue Code,
subject to limited exceptions, more than 9.8%
of the value of our outstanding capital shares.
See "DESCRIPTION OF SERIES B PREFERRED

SHARES —-- Restrictions on Ownership beginning
on page S-21 of this prospectus supplement and
"RESTRICTIONS ON TRANSFERS OF CAPITAL SHARES
AND ANTI-TAKEOVER PROVISIONS" beginning on page
S-22 of this prospectus supplement and on page
25 of the accompanying prospectus.

No Conversion............eeu.. The Series B Preferred Shares are not
convertible into, or exchangeable for, any
other property or securities, except that we
may exchange shares of the Series B Preferred
Shares for shares of excess stock in order to
ensure that we remain a qualified real estate
investment trust for federal income tax
purposes.

Use of Proceeds.......covvvunn We expect that the net proceeds from this
offering will be approximately $76,351,500
after deducting underwriting discounts and
commissions and our expenses (including
approximately $9,927,125 from the exercise in
full by the underwriters of their
over—allotment option). We expect to use the
net proceeds to repay the REMIC, but may also
use the net proceeds (i) to repay other
indebtedness, (ii) to fund future acquisitions,
and

(1iii) for general business purposes. See "USE
OF PROCEEDS" beginning on page S-15 of this
prospectus supplement.

Risk FactorsS.......cveeveuene... See "RISK FACTORS" beginning on page S-7 of
this prospectus supplement and other
information contained herein for a discussion
of factors you should carefully consider before
deciding to invest in the Series B Preferred
Shares.

For additional information regarding the terms of the Series B Preferred
Shares, see "DESCRIPTION OF SERIES B PREFERRED SHARES" beginning on page S-16 of

this prospectus supplement.

RATIOS OF EBITDA AND EARNINGS TO COMBINED FIXED CHARGES
AND PREFERRED SHARE DIVIDENDS

RATIO OF EBITDA TO COMBINED FIXED CHARGES AND PREFERRED SHARE DIVIDENDS

PRO FORMA (1) HISTORICAL
THREE THREE
MONTHS MONTHS
ENDED YEAR ENDED ENDED
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MARCH 31, DECEMBER 31, MARCH 31, YEAR ENDED DECEME
2003 2002 2003 2002 2001 2000
RATIO OF EBITDA TO COMBINED FIXED
CHARGES AND PREFERRED SHARE
DIVIDENDS. .ttt ittt ittt ieeenennn 2.43 2.39 2.48 2.45 2.12 2.02

EBITDA is a widely used performance measure. We compute EBITDA as the sum
of net income before extraordinary items, interest expense, depreciation and
amortization, income taxes and gain (loss) on sale of real estate. Given the
nature of our business as a real estate owner and operator, we believe that the
ratio of EBITDA to combined fixed charges and preferred share dividends, as
opposed to the ratio of earnings to combined fixed charges and preferred share
dividends, is helpful to investors as a measure of our operational performance
because the EBITDA ratio excludes various items included in the earnings ratio
that do not relate to or are not indicative of our operating performance, such
as gains and losses on sales of real estate and real estate related depreciation
and amortization. Accordingly, we believe EBITDA provides a meaningful
performance measure particularly as it relates to our ability to meet our fixed
charges and preferred share dividend requirements for the stated period.

EBITDA should not be considered as an alternative to net income as an
indicator of our financial performance, or as an alternative to cash flow from
operating activities as a measure of our liquidity. Our computation of EBITDA
may differ from the methodology utilized by other companies to calculate EBITDA.

RECONCILIATION OF NET INCOME TO EBITDA

PRO FORMA (1) HISTORICAL
THREE THREE
MONTHS MONTHS
ENDED YEAR ENDED ENDED
MARCH 31, DECEMBER 31, MARCH 31, YEAR ENDED DECEMBER 31,
2003 2002 2003 2002 2001 2000 1999
NET INCOME BEFORE
EXTRAORDINARY
ITEMS. ..o $10,125 $36,446 $ 8,763 $30,940 $21,206 $21,952 $21,3
INTEREST EXPENSE..... 8,079 28,288 9,368 33,502 29,732 29,581 29,0
DEPRECIATION AND
AMORTIZATION....... 6,820 23,083 6,893 23,375 19,952 19,010 18,9
INCOME TAXES......... 74 262 74 262 204 126 1
(GAIN) LOSS ON SALE
OF REAL ESTATE..... (885) (1,172) (885) (1,172) - (2,959 (5,1
EBITDA............... $24,213 $86,907 $24,213 $86,907 $71,094 $67,710 $64,4
sS-5

RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND PREFERRED SHARE DIVIDENDS
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The following table sets forth the ratio of earnings to combined fixed
charges and preferred share dividends for the periods indicated:

PRO FORMA (1) HISTORICAL
THREE THREE
MONTHS MONTHS
ENDED YEAR ENDED ENDED
MARCH 31, DECEMBER 31, MARCH 31, YEAR ENDED DECEME
2003 2002 2003 2002 2001 2000
RATIO OF EARNINGS TO COMBINED FIXED
CHARGES AND PREFERRED SHARE
DIVIDENDS. .. vttt iiiiieiineennnn 1.86 1.84 1.91 1.88 1.57 1.55

(1) Reflects repayment of the REMIC but does not include the prepayment premium
payable with respect to such repayment estimated to be approximately $6.0
million and the write-off of deferred financing charges of $0.6 million. The
pro forma information presented does not reflect the retirement of
indebtedness with proceeds from our recently completed common share
offering.

RISK FACTORS

In evaluating an investment in our Series B Preferred Shares, you should
carefully consider the following factors, in addition to other information set
forth or incorporated by reference in this prospectus supplement or in the
accompanying prospectus. See "INCORPORATION OF INFORMATION WE FILE WITH THE SEC"
on page S-38 of this prospectus supplement.

NO ESTABLISHED TRADING MARKET FOR THE SERIES B PREFERRED SHARES. The
Series B Preferred Shares are a new issue of securities with no established
trading market. Since the securities have no stated maturity date, investors
seeking liquidity will be limited to selling their Series B Preferred Shares in
the secondary market. We have applied to list our Series B Preferred Shares on
the New York Stock Exchange under the symbol "LXP PrB", subject to official
notice of issuance. However, an active trading market on the NYSE for the shares
may not develop or, even if it develops, may not last, in which case the trading
price of the shares could be adversely affected and your ability to transfer
your Series B Preferred Shares will be limited. We have been advised by the
underwriters that prior to acceptance of the Series B Preferred Shares for
listing on the NYSE, they intend to make a market in the Series B Preferred
Shares, but they are not obligated to do so and may discontinue market-making at
any time without notice.

FACTORS AFFECTING TRADING PRICE OF THE SERIES B PREFERRED SHARES. The
trading price of the Series B Preferred Shares may depend on many factors,
including:

— prevailing interest rates;

— the market for similar securities;

10
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- additional issuances of other series or classes of preferred shares;
- general economic conditions; and
- our financial condition, performance and prospects.

SERTIES B PREFERRED SHARES HAVE NOT BEEN RATED AND ARE SUBORDINATED TO
EXISTING AND FUTURE DEBT; NO RESTRICTION ON ISSUANCE OF PARITY PREFERRED
SECURITIES. The Series B Preferred Shares have not been rated by any nationally
recognized statistical rating organization. Furthermore, payment of amounts due
on the Series B Preferred Shares will be subordinated to all of our existing and
future debt and will be structurally subordinate to the payment of our
third-party joint venture partners of distributions from such third-party joint
ventures in which we invest. In addition, we may issue additional Series B
Preferred Shares and/or shares of another class or series of preferred shares
ranking on a parity with (or, upon the affirmative vote or consent of the
holders of two-thirds of the outstanding Series B Preferred Shares, voting
together as a class with the holders of all other classes or series of our
equity securities ranking on parity with the Series B Preferred Shares which are
entitled to similar voting rights, senior to) the Series B Preferred Shares with
respect to the payment of dividends and the distribution of assets upon
liquidation, dissolution or winding up. These factors may affect the trading
price of the Series B Preferred Shares.

RISKS INVOLVED IN SINGLE TENANT LEASES. We focus our acquisition
activities on real properties that are net leased to single tenants. Therefore,
the financial failure of, or other default by, a single tenant resulting in the
termination of a lease is likely to cause a significant reduction in the
operating cash flow generated by the property leased to that tenant and might
decrease the value of that property.

DEPENDENCE ON MAJOR TENANTS. Revenues from several of our tenants and/or
their guarantors constitute a significant percentage of our rental revenues. As
of March 31, 2003, our fifteen largest tenants/guarantors, which occupied 29
properties, represented $14.8 million, or 47.8%, of our rental revenue for the
three months ended March 31, 2003, including our proportionate share of rental
revenue from non-consolidated entities and rental revenue recognized from
properties sold through date of sale. The default, financial distress or
bankruptcy of any of the tenants of these properties could cause interruptions
in the receipt of lease revenues from these tenants and/or result in vacancies,
which would reduce our revenues and increase operating costs until the affected
property 1is re-let, and could decrease

the ultimate sales value of that property. Upon the expiration or other
termination of the leases that are currently in place with respect to these
properties, we may not be able to re-lease the vacant property at a comparable
lease rate or without incurring additional expenditures in connection with the
re—-leasing.

Kmart Corporation, our largest tenant based upon rental revenues, filed for
Chapter 11 bankruptcy protection on January 22, 2002. On April 23, 2003, Kmart's
plan of reorganization was approved, and on May 6, 2003, Kmart emerged from
bankruptcy and affirmed our lease. Kmart leases a 1.7 million square foot
distribution facility in Warren, Ohio. We have no retail properties leased to
Kmart. The Kmart lease expires on September 30, 2007. Annual net cash rents are
currently $9.4 million ($5.50 per square foot) and annual net rents on a
straight-1line basis are $8.9 million. Net GAAP rents from Kmart for the three
months ended March 31, 2003 represented approximately 7.2% of our rental revenue
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for such period, including our proportionate share of rental revenue from
non-consolidated entities and rental revenue recognized from properties sold
through date of sale. Prior to May 6, 2003, rent had been payable semi-annually
in arrears. Effective as of May 6, 2003, rent has become payable monthly in
advance. At March 31, 2003, we had $9.6 million in accounts receivable from
Kmart, including $3.0 million in pre-bankruptcy petition rent for the period
from October 1, 2001 through January 21, 2002 and other past due amounts, plus
$1.9 million in straight line rents receivable. On April 1, 2003, Kmart made its
scheduled semi-annual rental payment of $4.7 million. On May 13, 2003, Kmart
paid $3.0 million in pre-bankruptcy petition rent and other past due amounts and
$1.6 million in rent for April 2003 and May 2003. In consideration for Kmart
making monthly rental payments in advance, we agreed to remit to Kmart a monthly
management fee of $41,667. In addition, Kmart has made its required June, 2003
rental payment.

The Kmart facility is subject to a 7% imputed interest rate non-recourse
mortgage note with an outstanding balance of $23.4 million as of the date of
this prospectus supplement, which fully amortizes by maturity on October 1,
2007. Annual debt service on the non-recourse first mortgage note is $6.2
million, and the next debt service payment is due October 1, 2003. The property
is also subject to an interest-only second mortgage loan, which is a recourse
obligation to us and matures October 1, 2007 with a variable interest rate of
90-day LIBOR plus 3.75% and an outstanding principal balance of $12.5 million as
of the date of this prospectus supplement.

There can be no assurance that Kmart will not experience further financial
difficulties in the future. If Kmart were to experience further financial
difficulties in the future, it may determine to again file for bankruptcy
protection and reject our lease, which would result in a significant decrease in
our rental revenue, funds from operations and funds available for distribution
to shareholders if we are unable to re-lease promptly or if any new rental rates
are significantly lower than Kmart's current rent. We would also risk loss of
the property to lender foreclosure in the event we do not continue to make all
required debt service payments with respect to the mortgage debt on the
property. In addition, a default by us on the first mortgage would also be
considered a default of the second mortgage whereby the entire $12.5 million
second mortgage plus a 3% prepayment penalty would be immediately payable to the
lender. The prepayment penalty decreases by 1% each March 8th until March 8,
2006, after which no prepayment penalty would be due.

LEVERAGE. We have incurred, and expect to continue to incur, indebtedness
(secured and unsecured) in furtherance of our activities. Neither our
declaration of trust nor any policy statement formally adopted by our board of
trustees limits either the total amount of indebtedness or the specified
percentage of indebtedness that we may incur. Accordingly, we could become more
highly leveraged, resulting in increased risk of default on our obligations and
in an increase in debt service requirements which could adversely affect our
financial condition and results of operations and our ability to pay
distributions. Our current unsecured revolving credit facility with Fleet
National Bank contains wvarious covenants which limit the amount of secured,
unsecured and variable-rate indebtedness we may incur.

RISKS RELATING TO INTEREST RATE INCREASES. We have exposure to market
risks relating to increases in interest rates due to our variable-rate debt. An
increase in interest rates may increase our costs of borrowing on existing
variable-rate indebtedness, leading to a reduction in our net income.
Specifically, as of March 31, 2003, we had $22.5 million in outstanding
borrowings under our $60.0 million unsecured
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credit facility and an additional $58.0 million in variable-rate indebtedness,
which does not include $24.0 million for non-consolidated entities. Subsequent
to March 31, 2003, we repaid all of the outstanding borrowings under our credit
facility and an additional $11.4 million in variable-rate indebtedness.

As of March 31, 2003, our consolidated variable-rate indebtedness
represented 14.6% of total mortgages and notes payable and had a weighted
average interest rate of 4.4%. The level of our variable-rate indebtedness,
along with the interest rate associated with such variable-rate indebtedness,
may change in the future and materially affect our interest costs and net
income.

In addition, our interest costs on our fixed-rate indebtedness can increase
if we are required to refinance our fixed-rate indebtedness at maturity at
higher interest rates. As of March 31, 2003, our consolidated fixed-rate
indebtedness had a weighted average interest rate of 7.4%. Following repayment
of the REMIC and the $4.7 million first mortgage on our Salt Lake City, Utah
property, our consolidated fixed rate indebtedness would have a weighted average
interest rate of 7.3%.

RISKS ASSOCIATED WITH REFINANCING. A significant number of our properties
are subject to mortgage notes with balloon payments due at maturity. As of the
date of this prospectus supplement, the scheduled balloon payments, including
those to be made by non-consolidated entities, for the next five calendar years
(adjusted to reflect the use of the proceeds of this offering to repay
indebtedness in the manner set forth under "USE OF PROCEEDS" on page S-15 of
this prospectus supplement) are as follows:

- 2003-%24.0 million;
- 2004-%14.5 million;
- 2005-%$16.5 million;
- 2006-$0; and

- 2007-$12.5 million.

The balloon payment scheduled for 2003 is a non-recourse mortgage note
secured by a property held by Lexington Acquiport Company, LLC, a
non-consolidated entity in which we have a 33 1/3 % equity interest. The note
becomes prepayable without penalty in August 2003. We have arranged, subject to
certain conditions, for a $21.4 million fixed rate, non-recourse mortgage note,
the proceeds of which will be used, along with an additional equity contribution
of $2.6 million, to satisfy the current note in August 2003. The replacement
note bears interest at 5.42%, requires annual debt service payments of $1.5
million and matures in August 2012 when a balloon payment of $17.5 million is

due.

Our ability to make the scheduled balloon payments will depend upon the
amount available under our unsecured credit facility and our ability either to
refinance the related mortgage debt or to sell the related property. Our ability
to accomplish these goals will be affected by various factors existing at the
relevant time, such as the state of the national and regional economies, local
real estate conditions, available mortgage rates, the lease terms of the
mortgaged properties, our equity in the mortgaged properties, our financial
condition, the operating history of the mortgaged properties and tax laws.

UNCERTAINTIES RELATING TO LEASE RENEWALS AND RE-LETTING OF SPACE. Upon the
expiration of current leases for space located in our properties, we may not be
able to re-let all or a portion of that space, or the terms of re-letting
(including the cost of concessions to tenants) may be less favorable to us than
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current lease terms. If we are unable to re-let promptly all or a substantial
portion of the space located in our properties or if the rental rates we receive
upon re-letting are significantly lower than current rates, our net income and
ability to make expected distributions to our shareholders will be adversely
affected due to the resulting reduction in rent receipts and increase in our
property operating costs. There can be no assurance

S-9
that we will be able to retain tenants in any of our properties upon the

expiration of their leases. As of the date of this prospectus supplement, our
scheduled lease maturities for the next five years are as follows:

CURRENT
NUMBER OF ANNUAL RENT PERCENTAGE OF TOTAL

LEASES MATURING IN: LEASES ($000) ANNUAL RENT
2003 . i e e 1 S 1,742 1.4%
2004 . e e e e e 2 687 0.5
2005 . e e 7 8,074 6.4
2006 . i e e e e 14 14,142 11.3
2007 e e e e e 10 17,511 13.9

Total. it i e e e 34 $42,156 33.5%

DEFAULTS ON CROSS-COLLATERALIZED PROPERTIES. As of the date of this
prospectus supplement, the mortgages on two of our properties, in Canton, Ohio
and Spartansburg, South Carolina, are cross-collateralized and seventeen of our
properties are part of a segregated pool of assets with respect to which
commercial mortgage pass—-through certificates were issued. As noted under "USE
OF PROCEEDS" on page S-15 of this prospectus supplement, we intend to repay
these certificates with the proceeds of this offering. To the extent that any of
our properties are cross-collateralized, any default by us under the mortgage
note relating to one property will result in a default under the financing
arrangements relating to any other property that also provides security for that
mortgage note.

POSSIBLE LIABILITY RELATING TO ENVIRONMENTAL MATTERS. Under various
federal, state and local environmental laws, statutes, ordinances, rules and
regulations, as an owner of real property, we may be liable for the costs of
removal or remediation of certain hazardous or toxic substances at, on, in or
under our property, as well as certain other potential costs relating to
hazardous or toxic substances (including government fines and penalties and
damages for injuries to persons and adjacent property). These laws may impose
liability without regard to whether we knew of, or were responsible for, the
presence or disposal of those substances. This liability may be imposed on us in
connection with the activities of an operator of, or tenant at, the property.
The cost of any required remediation, removal, fines or personal or property
damages and our liability therefor could exceed the value of the property and/or
our aggregate assets. In addition, the presence of those substances, or the
failure to properly dispose of or remove those substances, may adversely affect
our ability to sell or rent that property or to borrow using that property as
collateral, which, in turn, would reduce our revenues and ability to make
distributions.

A property can also be adversely affected either through physical
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contamination or by virtue of an adverse effect upon value attributable to the
migration of hazardous or toxic substances, or other contaminants that have or
may have emanated from other properties. Although our tenants are primarily
responsible for any environmental damages and claims related to the leased
premises, in the event of the bankruptcy or inability of any of our tenants to
satisfy any obligations with respect to the property leased to that tenant, we
may be required to satisfy such obligations. In addition, we may be held
directly liable for any such damages or claims irrespective of the provisions of
any lease.

From time to time, in connection with the conduct of our business, and
prior to the acquisition of any property from a third party or as required by
our financing sources, we authorize the preparation of Phase I environmental
reports and, when necessary, Phase II environmental reports, with respect to our
properties. Based upon these environmental reports and our ongoing review of our
properties, as of the date of this prospectus supplement, we are not aware of
any environmental condition with respect to any of our properties that we
believe would be reasonably likely to have a material adverse effect on us.
There can be no assurance, however, that the environmental reports will reveal
all environmental conditions at our properties or that the following will not
expose us to material liability in the future:

— the discovery of previously unknown environmental conditions;

- changes in law;

- activities of tenants; or
- activities relating to properties in the vicinity of our properties.

Changes in laws increasing the potential liability for environmental
conditions existing on properties or increasing the restrictions on discharges
or other conditions may result in significant unanticipated expenditures or may
otherwise adversely affect the operations of our tenants, which could adversely
affect our financial condition or results of operations.

UNINSURED LOSS. We carry comprehensive liability, fire, extended coverage
and rent loss insurance on most of our properties, with policy specifications
and insured limits customarily carried for similar properties. However, with
respect to those properties where the leases do not provide for abatement of
rent under any circumstances, we generally do not maintain rent loss insurance.
In addition, there are certain types of losses, such as losses resulting from
wars, terrorism or acts of God that generally are not insured because they are
either uninsurable or not economically insurable. Should an uninsured loss or a
loss in excess of insured limits occur, we could lose capital invested in a
property, as well as the anticipated future revenues from a property, while
remaining obligated for any mortgage indebtedness or other financial obligations
related to the property. Any loss of these types would adversely affect our
financial condition.

RISKS RELATING TO TERRORISM. The terrorist attacks which occurred in New
York City, Pennsylvania and Washington, D.C. on September 11, 2001, and the
subsequent military actions taken by the United States and its allies in
response, including the military conflicts in Afghanistan and Iraq, have caused
significant uncertainty in the global financial markets. While the short-term
and long-term effects of these events and their potential consequences are
uncertain, they could have a material adverse effect on general economic
conditions, consumer confidence and market liquidity. Among other things, it is
possible that interest rates may be affected by these events. An increase in
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interest rates may increase our costs of borrowing on existing variable-rate
indebtedness, leading to a reduction in our net income.

In addition, we and our tenants may be unable to obtain adequate insurance
coverage on acceptable economic terms for losses resulting from acts of
terrorism. Our lenders may require that we carry terrorism insurance even if we
do not believe this insurance is necessary or cost effective. We may also be
prohibited under the applicable lease from passing all or a portion of the cost
of such insurance through to the tenant. Should an act of terrorism result in an
uninsured loss or a loss in excess of insured limits, we could lose capital
invested in a property, as well as the anticipated future revenues from a
property, while remaining obligated for any mortgage indebtedness or other
financial obligations related to the property. Any loss of these types would
adversely affect our financial condition.

COMPETITION. There are numerous commercial developers, real estate
companies, financial institutions and other investors with greater financial
resources than we have that compete with us in seeking properties for
acquisition and tenants who will lease space in our properties. Due to our focus
on net-lease properties located throughout the United States, and because most
competitors are locally and/or regionally focused, we do not encounter the same
competitors in each region of the United States. Our competitors include other
REITs, financial institutions, insurance companies, pension funds, private
companies and individuals. This competition may result in a higher cost for
properties that we wish to purchase.

FAILURE TO QUALIFY AS A REIT. We believe that we have met the requirements
for qualification as a REIT for federal income tax purposes beginning with our
taxable year ended December 31, 1993, and we intend to continue to meet these
requirements in the future. However, qualification as a REIT involves the
application of highly technical and complex provisions of the Internal Revenue
Code, for which there are only limited judicial or administrative
interpretations. No assurance can be given that we have qualified or will remain
qualified as a REIT. The Internal Revenue Code provisions and income tax
regulations applicable to REITs are more complex than those applicable to
corporations. The determination of various factual matters and circumstances not
entirely within our control may affect our ability to continue to qualify as a
REIT. In addition, no assurance can be given that legislation, regulations,
administrative interpretations or court decisions will not significantly change
the requirements for qualification as a REIT
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or the federal income tax consequences of such qualification. If we do not
qualify as a REIT, we would not be allowed a deduction for distributions to
shareholders in computing our net taxable income. In addition, our income would
be subject to tax at the regular corporate rates. We also could be disqualified
from treatment as a REIT for the four taxable years following the year during
which qualification was lost. Cash available for distribution to our
shareholders would be significantly reduced for each year in which we do not
qualify as a REIT. In that event, we would not be required to continue to make
distributions. Although we currently intend to continue to qualify as a REIT, it
is possible that future economic, market, legal, tax or other considerations may
cause us, without the consent of the shareholders, to revoke the REIT election
or to otherwise take action that would result in disqualification.

DISTRIBUTION REQUIREMENTS IMPOSED BY LAW LIMIT OUR FLEXIBILITY. To
maintain our status as a REIT for federal income tax purposes, we are generally
required to distribute to our shareholders at least 90% of our taxable income
for that calendar year. Our taxable income is determined without regard to any
deduction for dividends paid and by excluding net capital gains. To the extent
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that we satisfy the distribution requirement, but distribute less than 100% of
our taxable income, we will be subject to federal corporate income tax on our
undistributed income. In addition, we will incur a 4% nondeductible excise tax
on the amount, if any, by which our distributions in any year are less than the
sum of (i) 85% of our ordinary income for that year, (ii) 95% of our capital
gain net income for that year and (iii) 100% of our undistributed taxable income
from prior years. We intend to continue to make distributions to our
shareholders to comply with the distribution requirements of the Internal
Revenue Code and to reduce exposure to federal income and nondeductible excise
taxes. Differences in timing between the receipt of income and the payment of
expenses in determining our income and the effect of required debt amortization
payments could require us to borrow funds on a short-term basis in order to meet
the distribution requirements that are necessary to achieve the tax benefits
associated with qualifying as a REIT.

INABILITY TO CARRY OUT GROWTH STRATEGY. Our growth strategy is based on
the acquisition and development of additional properties, including acquisitions
through co-investment programs such as joint ventures. In the context of our
business plan, "development" generally means an expansion or renovation of an
existing property or the acquisition of a newly constructed property. We
typically provide a developer with a commitment to acquire a property upon
completion of construction. Our plan to grow through the acquisition and
development of new properties could be adversely affected by trends in the real
estate and financing businesses. The consummation of any future acquisitions
will be subject to satisfactory completion of our extensive valuation analysis
and due diligence review and to the negotiation of definitive documentation. We
cannot be sure that we will be able to implement our strategy because we may
have difficulty finding new properties, negotiating with new or existing tenants
or securing acceptable financing. If we are unable to carry out our strategy,
our financial condition and results of operations could be adversely affected.

Acquisitions of additional properties entail the risk that investments will
fail to perform in accordance with expectations, including operating and leasing
expectations. Redevelopment and new project development are subject to numerous
risks, including risks of construction delays, cost overruns or force majeure
that may increase project costs, new project commencement risks such as the
receipt of zoning, occupancy and other required governmental approvals and
permits, and the incurrence of development costs in connection with projects
that are not pursued to completion.

We anticipate that some of our acquisitions and developments will be
financed using the proceeds of periodic equity or debt offerings, lines of
credit or other forms of secured or unsecured financing that will result in a
risk that permanent financing for newly acquired projects might not be available
or would be available only on disadvantageous terms. If permanent debt or equity
financing is not available on acceptable terms to refinance acquisitions
undertaken without permanent financing, further acquisitions may be curtailed or
cash available for distribution may be adversely affected.

OWNERSHIP LIMITATIONS. For us to qualify as a REIT for federal income tax
purposes, among other requirements, not more than 50% of the value of our
capital shares may be owned, directly or indirectly,
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by five or fewer individuals (as defined for federal income tax purposes to
include certain entities) during the last half of each taxable year after 1993,
and such capital shares must be beneficially owned by 100 or more persons during
at least 335 days of a taxable year of 12 months or during a proportionate part
of a shorter taxable year (in each case, other than the first such year). Our
declaration of trust includes certain restrictions regarding transfers of our
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capital shares and ownership limits that are intended to assist us in satisfying
these limitations. These restrictions and limits may not be adequate in all
cases, however, to prevent the transfer of our capital shares in violation of
the ownership limitations. The ownership limit discussed above may have the
effect of delaying, deferring or preventing someone from taking control of our
company .

RESTRICTIONS ON A POTENTIAL CHANGE OF CONTROL. Our board of trustees is
authorized by our declaration of trust to establish and issue one or more series
of preferred shares without shareholder approval. As of the date of this
prospectus supplement, other than the Series B Preferred Shares being offered
hereby, we had previously established one series of preferred shares, none of
which are currently outstanding. The establishment and issuance of shares of our
existing preferred shares or a future series of preferred shares could make more
difficult a change of control of our company.

In addition, we have entered into employment agreements with six of our
executive officers which provide that, upon the occurrence of a change in
control of our company (including a change in ownership of more than fifty
percent of the total combined voting power of our outstanding securities, the
sale of all or substantially all of our assets, dissolution of our company, the
acquisition, except from us, of 20% or more of our voting shares or a change in
the majority of our board of trustees), those executive officers would be
entitled to severance benefits based on their current annual base salaries and
recent annual bonuses, as defined in the employment agreements. The provisions
of these agreements could deter a change of control of our company.

CONCENTRATION OF OWNERSHIP BY CERTAIN INVESTORS. As of the date of this
prospectus supplement, E. Robert Roskind, the chairman of our board of trustees,
owned or controlled (including through trusts with respect to which he is a
beneficiary) 561,622 common shares, 1,487,183 operating partnership units which
are currently convertible into common shares, and options to purchase 25,000
common shares, representing 5.7% of our total outstanding voting securities.

In 1999, we entered into a joint venture agreement with The Comptroller of
the State of New York as trustee of The Common Retirement Fund, or "CRF", to
acquire properties in an aggregate amount of up to approximately $400 million.
As of the date of this prospectus supplement, this joint venture has made
investments in eleven properties for $363.8 million. We have a 33 1/3% equity
interest in this joint venture. In December 2001, we formed a second joint
venture with CRF to acquire additional properties in an aggregate amount of up
to $560 million. We have a 25% equity interest in this joint venture. To date,
this joint venture has made no investments. The joint venture agreements allow
CRF to put its equity position in the joint ventures to us although as of the
date of this prospectus supplement such right is only effective with respect to
the first joint venture. At our option we may either issue our common shares for
the fair market value of CRF's equity position or cash for 110% of the fair
market value of CRF's equity position. The per common share value of shares
issued for CRF's equity position will be the greater of (i) the price of the our
common shares on the closing date, (ii) our funds from operations per share (as
defined) multiplied by 8.5 or (iii) $13.40 for properties in the first joint
venture, and $15.20 for properties in the second joint venture. We have the
right not to accept any property (thereby reducing the fair market value of
CRF's equity position) that does not meet certain underwriting criteria. In
addition, the joint venture agreements contain a mutual buy-sell provision in
which either CRF or we can force the sale of any property.

A significant concentration of ownership may allow an investor to exert a
greater influence over our management and affairs and may have the effect of

delaying, deferring or preventing a change in control of our company.

LIMITED CONTROL OVER JOINT VENTURE INVESTMENTS. Our joint venture
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investments may involve risks not otherwise present for investments made solely
by us, including the possibility that our co-venturer might,
S-13

at any time, become bankrupt, have different interests or goals than we do, or
take action contrary to our instructions, requests, policies or objectives,
including our policy with respect to maintaining our qualification as a REIT.
Other risks of joint venture investments include impasse on decisions, such as a
sale, because neither we nor a co-venturer would have full control over the
joint venture. Also, there is no limitation under our organizational documents
as to the amount of funds that may be invested in joint ventures. Our credit
facility restricts the amount of capital that we can invest in joint ventures.

Under the terms of our joint venture with CRF, we are required to first
offer to the joint venture all of our opportunities to acquire office and
industrial properties requiring a minimum investment of $10 million which are
net leased primarily to investment grade tenants for a minimum term of ten
years, are available for immediate delivery and satisfy other specified
investment criteria. Only if CRF elects not to approve the joint venture's
pursuit of an acquisition opportunity may we pursue the opportunity directly. As
a result, we may not be able to make attractive acquisitions directly and may
only receive a minority interest in such acquisitions through our minority
interest in this joint venture.

CONFLICTS OF INTEREST WITH RESPECT TO SALES AND REFINANCINGS. Two of our
trustees and officers own units of limited partnership interest in our operating
partnerships and, as a result, may face different and more adverse tax
consequences than you will if we sell or reduce our mortgage indebtedness on our
properties. Those individuals may, therefore, have different objectives than you
regarding the appropriate pricing and timing of any sale of such properties or
reduction of mortgage debt. Accordingly, there may be instances in which we may
not sell a property or pay down the debt on a property even though doing so
would be advantageous to you.

LTMITATIONS ON SALE OF CERTAIN PROPERTIES. We have agreed with the seller
of one of our properties not to sell the property for a period of time in a
taxable transaction, subject to certain exceptions. We may enter into similar
agreements in connection with future property acquisitions. These agreements
generally provide that we may dispose of these properties in transactions that
qualify as tax-free exchanges under Section 1031 of the Internal Revenue Code of
1986, as amended. Therefore, we may be precluded from selling these properties
other than in transactions that would qualify as tax—-free exchanges for federal
income tax purposes, even if it would be in your best interest to do so. This
restriction expires on January 1, 2004. As of March 31, 2003, the net book value
of this property approximated $5.1 million.

OUR ABILITY TO CHANGE OUR PORTFOLIO IS LIMITED BECAUSE REAL ESTATE
INVESTMENTS ARE ILLIQUID. Equity investments in real estate are relatively
illiquid and, therefore, our ability to change our portfolio promptly in
response to changed conditions will be limited. Our board of trustees may
establish investment criteria or limitations as it deems appropriate, but
currently does not limit the number of properties in which we may seek to invest
or on the concentration of investments in any one geographic region. We could
change our investment, disposition and financing policies without a vote of our
shareholders.

OUR BOARD OF TRUSTEES MAY CHANGE OUR INVESTMENT POLICY WITHOUT
SHAREHOLDERS' APPROVAL. Subject to our fundamental investment policy to
maintain our qualification as a REIT, our board of trustees will determine our
investment and financing policies, our growth strategy and our debt,
capitalization, distribution, acquisition, disposition and operating policies.
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Although our board of trustees has no present intention to revise or amend these
strategies and policies, it may do so at any time without a vote by our
shareholders. Accordingly, our shareholders' control over changes in our
strategies and policies is limited to the election of trustees, and changes made
by our board of trustees may not serve the interests of our shareholders and
could adversely affect our financial condition or results of operations,
including our ability to distribute cash to shareholders or qualify as a REIT.

LIMITS ON OWNERSHIP OF OUR CAPITAL SHARES. Actual or constructive
ownership of our capital shares in excess of the share ownership limits
contained in our declaration of trust would cause the violative transfer or
ownership to be void or cause the shares to be transferred to a charitable trust
and then sold to a person or entity who can own the shares without violating
these limits. As a result, if a violative transfer were made, the recipient of
the shares would not acquire any economic or voting rights attributable to the
transferred shares. Additionally, the constructive ownership rules for these
limits are complex and groups of related individuals or entities may be deemed a
single owner and consequently in violation of the share
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ownership limits. We recommend that you read "DESCRIPTION OF COMMON SHARES —--—
Restrictions on Ownership" beginning on page 24 of the accompanying prospectus,
"DESCRIPTION OF SERIES B PREFERRED SHARES —-- Restrictions on Ownership"
beginning on page S-21 of this prospectus supplement, and "RESTRICTIONS ON
TRANSFERS OF CAPITAL SHARES AND ANTI-TAKEOVER PROVISIONS" beginning on page S-22
of this prospectus supplement and on page 25 of the accompanying prospectus for
a detailed description of the share ownership limits.

ADVERSE LEGISLATIVE OR REGULATORY TAX CHANGES. At any time, the federal
income tax laws governing REITs or the administrative interpretations of those
laws may be amended. Any of those new laws or interpretations may take effect
retroactively and could adversely affect us or you as a shareholder. Recently
enacted legislation reduces individual tax rates applicable to certain corporate
dividends. REIT dividends generally would not be eligible for reduced rates
because a REIT's income generally is not subject to corporate level tax. As a
result, investment in non-REIT corporations may be relatively more attractive
than investment in REITs. This could adversely affect the market price of our
shares.

USE OF PROCEEDS

We expect that the net proceeds from this offering will be approximately
$76,351,500 after deducting underwriting discounts and commissions and our
expenses (including approximately $9,927,125 from the exercise in full by the
underwriters of their over-allotment option). We intend to use the net proceeds
to repay the following four commercial mortgage pass—-through certificates which
were issued with respect to a segregated pool of assets consisting of seventeen
of our properties (the "REMIC"):

CERTIFICATE OUTSTANDING BALANCE (1)
2R $26,564,361.00
Y 18,500,000.00
Coa et e e e e e e e e e et et e e e e e e e e e e e e e e e e e e 17,500,000.00
Y 781.30
TOL AL/ AV A e+ v vttt ettt et ettt ettt ettt ettt e $62,565,142.30

INTEREST R
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(1) As of the date of this prospectus supplement.
(2) Weighted average interest rate.

The REMIC matures on May 25, 2005. Upon our prepayment of the REMIC, we
will be obligated to pay a premium estimated to be approximately $6.0 million.
We have given notice to the holders of the REMIC of our intention to prepay the
REMIC in June, 2003.

We reserve the right to substitute other indebtedness for repayment and/or
to utilize the proceeds of this offering to (i) fund future acquisitions, and
(ii) for general business purposes.

DESCRIPTION OF SERIES B PREFERRED SHARES

The following description of the material terms and provisions of the
Series B Preferred Shares is only a summary and is qualified in its entirety by
reference to our declaration of trust, the articles supplementary to our
declaration of trust establishing the Series B Preferred Shares and our by-laws,
each of which is incorporated by reference in this prospectus supplement and the
accompanying prospectus.

GENERAL

Under our declaration of trust, we have authority to issue up to
130,000,000 shares of beneficial interest, par value $0.0001 per share, of which
80,000,000 shares are classified as common shares, 40,000,000 shares are
classified as excess shares and 10,000,000 shares are classified as preferred
shares. Our board of trustees may classify and re-classify any unissued shares
of beneficial interest by setting or changing, in any one or more respects, the
preferences, conversion or other rights, voting powers, restrictions,
limitations as to dividends, qualifications or terms or conditions of redemption
of such shares of beneficial interest.

Prior to the closing of this offering, our board of trustees will adopt
articles supplementary to our declaration of trust establishing the number and
fixing the terms, designations, powers, preferences, rights, limitations and
restrictions of a series of our preferred shares classified as 8.05% Series B
Cumulative Redeemable Preferred Stock. Our board of trustees has authorized up
to 3,160,000 Series B Preferred Shares. We will issue 3,160,000 Series B
Preferred Shares (including the underwriters' over-allotment option for 410,000
shares, which has been exercised in full) in this offering. As of the closing of
this offering, we will have no other classes or series of preferred shares
authorized, issued or outstanding; all of our Series A Senior Cumulative
Convertible Preferred Stock, par value $0.0001 per share, were converted into
our common shares in April, 2002. Our board of trustees has reclassified the
authorized shares of our Series A Senior Cumulative Convertible Preferred Stock
into shares of preferred stock and prior to the closing of this offering we will
file articles supplementary with the Maryland State Department of Assessments
and Taxation to give effect to this reclassification. When issued, the Series B
Preferred Shares will be validly issued, fully paid and non-assessable.

No market currently exists for our Series B Preferred Shares. We have

applied to list our Series B Preferred Shares on the New York Stock Exchange
under the symbol "LXP PrB", subject to official notice of issuance. We expect
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that trading on the NYSE will commence within 30 days after the initial delivery
of the Series B Preferred Shares.

We own a substantial portion of our properties through our three operating
partnership subsidiaries of which we wholly own the sole general partner and the
holder of a majority of the operating partnership units and in which the
minority limited partners are generally entitled to (i) receive distributions
which are in the same or lesser amounts than the dividends we pay on our common
shares and (ii) convert their minority operating partnership units on a one for
one basis into our common shares. These operating partnership subsidiaries are
jointly and severally obligated to pay to us an amount, which, when taken
together with other funds we have available, will be equal to the declared and
unpaid dividends on the Series B Preferred Shares before paying any
distributions (from operations or upon liquidation) on account of their
outstanding operating partnership units.

RANK

The Series B Preferred Shares will, with respect to rights to the payment
of dividends and the distribution of assets in the event of our liquidation,
dissolution or winding up, rank: (i) senior to all classes or series of our
common shares and to all equity securities ranking junior to our Series B
Preferred Shares with respect to dividend rights and rights upon our
liquidation, dissolution or winding-up, (ii) on a parity with all equity
securities issued by us the terms of which specifically provide that such equity
securities rank on a parity with our Series B Preferred Shares with respect to
dividend rights and rights upon our liquidation, dissolution or winding-up, and
(1iii) Jjunior to all equity securities issued by us the terms of which
specifically provide that such equity securities rank senior to our Series B
Preferred Shares with respect to dividend rights and rights upon our
liquidation, dissolution or winding-up. For these purposes, the term "equity
securities” does not include convertible debt securities.
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DIVIDENDS

Subject to the preferential rights of the holders of any class or series of
our capital shares ranking senior to the Series B Preferred Shares as to
dividends, the holders of our Series B Preferred Shares will be entitled to
receive, when, as and if declared by our board of trustees, out of funds legally
available for the payment of dividends, cumulative cash dividends at a rate of
8.05% of the $25.00 liquidation preference per year (equivalent to $2.0125 per
year per share). These dividends will accrue and be cumulative from and
including the date of original issuance of the Series B Preferred Shares and
will be payable quarterly in arrears on each of February 15, May 15, August 15,
and November 15 of each year (or, if not a business day, the next succeeding
business day) in respect of the quarterly distribution periods ending on
December 31, March 31, June 30, and September 30, respectively. The dividend
pavable on the Series B Preferred Shares on August 15, 2003 will be a pro rata
dividend from the original issue date to June 30, 2003 in the amount of
approximately $0.0671 per share. Future dividends payable on the Series B
Preferred Shares for any partial dividend period will be computed on the basis
of a 360-day year consisting of twelve 30-day months. Dividends will be payable
to holders of record as they appear in our shareholder records at the close of
business on the applicable record date, which will be a date designated by our
board of trustees for the payment of dividends that is not more than 30 days nor
less than 10 days before the dividend payment date.

We will not declare dividends on the Series B Preferred Shares, or pay or
set apart for payment dividends on the Series B Preferred Shares, at any time if
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the terms and provisions of any of our agreements, including any agreement
relating to our indebtedness, prohibits the declaration, payment or setting
apart for payment or provides that the declaration, payment or setting apart for
payment would constitute a breach of or a default under the agreement, or if the
declaration, payment or setting apart for payment is restricted or prohibited by
law.

Notwithstanding the foregoing, dividends on the Series B Preferred Shares
will accrue whether or not we have earnings, whether or not there are funds
legally available for the payment of those dividends and whether or not those
dividends are declared. Except as described in the next paragraph, unless full
cumulative dividends on the Series B Preferred Shares have been or
contemporaneously are declared and paid in cash or declared and a sum sufficient
for the payment thereof is set apart for payment for all past dividend periods
and the then current dividend period:

- no dividends, other than distributions in kind of our common shares or
other capital shares ranking junior to our Series B Preferred Shares as
to distributions and upon liquidation, may be declared or paid or set
aside for payment, and no other dividend may be declared or made upon,
our common shares or any other capital shares ranking junior to or on a
parity with our Series B Preferred Shares as to distributions or upon
liquidation (other than pro rata dividends on preferred shares ranking on
a parity as to distributions with the Series B Preferred Shares); and

- no common shares or any other capital shares ranking junior to or on a
parity with our Series B Preferred Shares as to distributions or upon
liguidation may be redeemed, purchased or otherwise acquired for any
consideration (or any moneys be paid to or made available for a sinking
fund for the redemption of any such shares) by us, except (i) by
conversion into or exchange for other capital shares ranking junior to
the Series B Preferred Shares as to distributions and amounts upon
liguidation and (ii) in accordance with certain provisions of our
declaration of trust, under which Series B Preferred Shares owned by a
shareholder in excess of the ownership limit discussed under
"-— Restrictions on Ownership" herein and under "RESTRICTIONS ON
TRANSFERS OF CAPITAL SHARES AND ANTI-TAKEOVER PROVISIONS" beginning on
page S-22 of this prospectus supplement and on page 25 of the
accompanying prospectus will be transferred to a trust for the exclusive
benefit of one or more charitable beneficiaries and may be purchased by
us under certain circumstances.

When we do not pay dividends in full (or we do not set apart a sum
sufficient to pay them in full) upon the Series B Preferred Shares and the
shares of any other class or series of capital shares ranking, as to dividends,
on a parity with the Series B Preferred Shares, we will declare any dividends
upon the
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Series B Preferred Shares and each such other class or series of capital shares
ranking, as to dividends, on a parity with the Series B Preferred Shares
proportionately so that the amount of dividends declared per share of Series B
Preferred Shares and such other class or series of capital shares will in all
cases bear to each other the same ratio that accrued dividends per share on the
Series B Preferred Shares and such other class or series of preferred shares
(which will not include any accrual in respect of unpaid dividends on such other
class or series of capital shares for prior dividend periods if such other class
or series of capital shares does not have a cumulative dividend) bear to each
other. No interest, or sum of money in lieu of interest, will be payable in
respect of any dividend payment or payments on the Series B Preferred Shares
which may be in arrears.
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Holders of Series B Preferred Shares are not entitled to any dividend,
whether payable in cash, property or capital shares, in excess of full
cumulative dividends on the Series B Preferred Shares as described above. Any
dividend payment made on the Series B Preferred Shares will first be credited
against the earliest accrued but unpaid dividends due with respect to those
shares which remain payable. Accrued but unpaid dividends on the Series B
Preferred Shares will accumulate as of the due date for the dividend payment on
which they first become payable.

LIQUIDATION PREFERENCE

Upon any voluntary or involuntary liquidation, dissolution or winding-up of
our affairs, the holders of our Series B Preferred Shares will be entitled to be
paid out of our assets legally available for distribution to our shareholders a
liquidation preference of $25.00 per share, plus an amount equal to any accrued
and unpaid dividends to the date of payment (whether or not declared), before
any distribution or payment may be made to holders of common shares or any other
class or series of our capital shares ranking, as to liquidation rights, Jjunior
to the Series B Preferred Shares. If, upon our voluntary or involuntary
liquidation, dissolution or winding up, our available assets are insufficient to
pay the full amount of the liquidating distributions on all outstanding Series B
Preferred Shares and the corresponding amounts payable on all shares of each
other class or series of capital shares ranking, as to liquidation rights, on a
parity with the Series B Preferred Shares, then the holders of the Series B
Preferred Shares and each such other class or series of capital shares ranking,
as to liquidation rights, on a parity with the Series B Preferred Shares will
share proportionately in any distribution of assets in proportion to the full
liquidating distributions to which they would otherwise be respectively
entitled. Holders of Series B Preferred Shares will be entitled to written
notice of any liquidation. After payment of the full amount of the liquidating
distributions to which they are entitled, the holders of Series B Preferred
Shares will have no right or claim to any of our remaining assets. For these
purposes, our consolidation or merger with or into any other corporation, trust
or other entity, or the sale, lease, transfer or conveyance of all or
substantially all of our property or business, will not be deemed to constitute
our liquidation, dissolution or winding-up.

REDEMPTION

Our Series B Preferred Shares are not redeemable before June 19, 2008.
However, in order to ensure that we remain qualified as a REIT for federal
income tax purposes, the Series B Preferred Shares will be subject to certain
provisions of our declaration of trust under which Series B Preferred Shares
owned by a shareholder in excess of the ownership limit discussed under
"-— Restrictions on Ownership" herein and under "RESTRICTIONS ON TRANSFERS OF
CAPITAL SHARES AND ANTI-TAKEOVER PROVISIONS" beginning on page S-22 of this
prospectus supplement and on page 25 of the accompanying prospectus will be
transferred to a trust for the exclusive benefit of one or more charitable
beneficiaries and may be purchased by us under certain circumstances. On or
after June 19, 2008, we may, at our option upon not less than 30 days nor more
than 60 days' written notice, redeem the Series B Preferred Shares, in whole or
in part, at any time or from time to time, for cash at a redemption price of
$25.00 per share plus all accrued and unpaid dividends (whether or not declared)
to and including the date fixed for redemption, without interest.

Holders of Series B Preferred Shares to be redeemed must surrender such
Series B Preferred Shares at the place designated in such notice and will be
entitled to the redemption price and any accrued and
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unpaid dividends payable upon such redemption following such surrender. If fewer
than all the outstanding Series B Preferred Shares are to be redeemed, the
Series B Preferred Shares to be redeemed will be selected pro rata (as nearly as
may be practicable without creating fractional Series B Preferred Shares) or by
any other equitable method determined by us that will not result in a violation
of the ownership restrictions in our declaration of trust applicable to owners
of our shares of beneficial interest. See "-- Restrictions on Ownership" and
"RESTRICTIONS ON TRANSFERS OF CAPITAL SHARES AND ANTI-TAKEOVER PROVISIONS"
beginning on page S-22 of this prospectus supplement and on page 25 of the
accompanying prospectus. If we have (i) given notice of redemption of any Series
B Preferred Shares, (ii) irrevocably set aside the funds necessary for the
redemption in trust for the benefit of the holders of any Series B Preferred
Shares so called for redemption, and (iii) given irrevocable instructions to pay
the redemption price and all accrued and unpaid dividends, then from and after
the redemption date dividends will cease to accrue on such Series B Preferred
Shares, the Series B Preferred Shares will no longer be deemed outstanding and
all rights of the holders of Series B Preferred Shares will terminate, except
the right to receive the redemption price plus any accrued and unpaid dividends
pavable upon the redemption, without interest. The redemption provisions of the
Series B Preferred Shares do not in any way limit or restrict our right or
ability to purchase, from time to time either at a public or a private sale, all
or any part of the Series B Preferred Shares at such price or prices as we may
determine, subject to the provisions of applicable law, to the provisions
described under "-- Dividends" herein and to the provisions described in the
next paragraph.

Unless we have declared and paid in cash, or we are contemporaneously
declaring and paying, or we have declared and set aside a sum sufficient for the
payment of, the full cumulative dividends on all Series B Preferred Shares for
all past dividend periods and the then current dividend period, we may not
redeem any Series B Preferred Shares unless we simultaneously redeem all
outstanding Series B Preferred Shares, and we will not purchase or otherwise
acquire directly or indirectly any Series B Preferred Shares or any class or
series of capital shares ranking, as to dividends or upon liquidation, on a
parity with or junior to the Series B Preferred Shares except by exchange for
capital shares ranking junior, as to dividends and upon liquidation, to the
Series B Preferred Shares; except that we may purchase Series B Preferred Shares
pursuant to a purchase or exchange offer made on the same terms to holders of
all outstanding Series B Preferred Shares or, subject to certain provisions of
our declaration of trust, we may, under certain circumstances, purchase Series B
Preferred Shares owned by a shareholder in excess of the ownership limit.

We will mail or cause to be mailed a notice of redemption, postage prepaid,
not less than 30 days nor more than 60 days prior to the redemption date,
addressed to the respective holders of record of the Series B Preferred Shares
to be redeemed at their respective addresses as they appear on the share
transfer records of the transfer agent. No failure to give such notice or any
defect in the notice or in the mailing thereof will affect the sufficiency of
notice or validity of the proceedings for the redemption of any Series B
Preferred Shares except as to a holder to whom notice was defective or not
given. A redemption notice will be conclusively presumed to have been duly given
on the date mailed whether or not the holder actually received the redemption
notice. Each notice will state (i) the redemption date; (ii) the redemption
price and accrued and unpaid dividends payable on the redemption date; (iii) the
number of Series B Preferred Shares to be redeemed; (iv) the place or places
where the Series B Preferred Shares are to be surrendered for payment of the
redemption price and accrued and unpaid dividends payable on the redemption
date; and (v) that dividends on the Series B Preferred Shares to be redeemed
will cease to accrue on the redemption date. If we redeem fewer than all of the
Series B Preferred Shares held by