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FRANKLIN STREET PROPERTIES CORP. 

Franklin Street Properties Corp. (FSP) (NYSE American: FSP) is a real estate investment trust (REIT) focused 

on infill and central business district (CBD) office properties in the U.S. Sunbelt and Mountain West, as well 

as select opportunistic markets.  FSP seeks value-oriented investments with an eye towards long-term 

growth and appreciation.  FSP’s real estate operations include property acquisitions and dispositions, 

leasing, development, redevelopment and asset management.  As of December 31, 2018, FSP owned 

and operated a portfolio of real estate consisting of 32 operating and 3 redevelopment properties.  FSP’s 

operating portfolio of 32 properties was approximately 89.0% leased as of December 31, 2018.

FSP broadly views our directly-owned portfolio as possessing upside value creation potential for our 

shareholders through the achievement of leasing success. Additionally, FSP may also pursue, on 

a selective basis, the sale of certain of its properties in order to take advantage of value creation and 

strong location-based demand cycles, or for geographic or property-specific reasons.  FSP management 

believes that harvesting appreciation gains in its properties represents a meaningful contribution to the 

total return earned by its investors.

FSP endeavors to minimize the risk of investing in a traditionally cyclical asset class by not having secured 

debt at the property level.  FSP believes that matching a flexible, moderate leverage ratio with its office 

investments will allow it to take advantage of disposition opportunities during peaks in the cycles and 

protect its investments from foreclosure or refinancing risk during the cyclical lows.

Based in Wakefield, Massachusetts, FSP is a Maryland corporation.  The Company was originally founded 

in 1997 and has been publicly-traded since mid-2005. To learn more about FSP please visit our website 

at: www.fspreit.com.

This Annual Report contains “forward-looking statements” within the meaning of federal securities laws.  For more information, 
please refer to the discussion in the first paragraph of Part II, Item 7 in the attached Annual Report on Form 10-K for the year ended 
December 31, 2018.
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For the full year 2018, our net income was approximately $13.1 million or $0.12 per 

share, and our Company’s profitability as measured by Funds from Operations or FFO1, 

totaled approximately $102.5 million or $0.96 per share. As of December 31, 2018, we had 

82% of our $995 million debt stack at fixed rates with our nearest debt maturity of $205 million due on 

November 30, 2021. As of December 31, 2018, our debt service coverage ratio was about 3.7 times and 

our liquidity between our line of credit and cash exceeded $586 million. 

Leasing within our property portfolio was strong during 2018, setting an all-time record of approximately 

1,681,000 square feet. This was our second consecutive year of record leasing. However, we have a large 

amount of lease-roll occurring in 2019 and 2020, and as anticipated, we did experience known and 

planned for tenant move outs during the fourth quarter of 2018. Year-end 2018 lease roll dropped our 

total portfolio leased occupancy (including our redevelopment properties) from approximately 90% at 

the end of the third quarter of 2018 to approximately 86% at the start of 2019.  So while we are doing a lot 

of leasing, additional lease-roll maturities keep giving us back more space to re-lease. While this period 

of time is challenging on the leasing front, it is also opportunistic for us to add value to our portfolio by 

leasing space at higher rental rates and signing longer-term leases. Our strategy has been to arrive at this 

time of lease-roll with the capability and financial resources to add value to the property portfolio in the 

way we believe will maximize results. Our goal is to stabilize the FSP office portfolio at a leased occupancy 

of 92% to 96%. As part of our value-add leasing efforts we are also redeveloping 3 of our 35 properties. 

As 2019 begins, we are continuing our lease-up efforts at our approximately 130,000 square foot 

redevelopment property known as 801 Marquette in Minneapolis, Minnesota, which was approximately 

37% leased as of December 31, 2018. In addition, we are now redeveloping an approximately 213,000 

square foot property known as Blue Lagoon in Miami, Florida and an approximately 62,000 square 

foot property known as Forest Park in Charlotte, North Carolina, for a total of approximately 405,000 

FELLOW STOCKHOLDERS
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1 FFO is a non-GAAP financial measure currently used in the real estate industry that we believe provides useful information     
   to investors.  Please refer to page A-1 of this Annual Report for a definition of FFO and a reconciliation of net income to FFO.      

square feet of redevelopment space in the aggregate. Similar to 801 Marquette, prior to beginning our 

redevelopment efforts, both Blue Lagoon and Forest Park had been long-term leased to single-tenants. 

In addition, both assets have been owned by us (or our affiliates) for in excess of 15 years, are anchored 

in excellent locations within their respective markets, and have generated consistently strong cash 

flows. We believe that current market rents for these assets are meaningfully higher than the expiring 

single-tenant rents. We also believe that our redevelopment efforts will provide us the opportunity to 

capture significant increased value for our shareholders through higher ongoing rental cash flows, as we 

seek to achieve a strong, long-term rate of return on our costs of redevelopment. Currently, these three 

redevelopment properties contribute no material rental income to the Company.

As 2019 begins, we are optimistic about our ability to lease significant portions of our vacancy in our 

32 operating properties and in our 3 redevelopment properties, and believe that successful results will 

mark the beginning of a longer-term, more sustainable, rise in operating performance and value creation 

within our property portfolio in 2020. The reduction to our dividend in 2018 allows the Company to 

retain more operating cash flow to fund anticipated increased leasing costs and capital expenditures 

during 2019 and 2020.

Thank you for your continued support.

George J. Carter

Chairman & Chief Executive Officer
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FINANCIAL HIGHLIGHTS

Balance Sheet Data – Year Ended December 31
(In thousands, except per share amounts)
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2018

Dividends Paid (per share)
as of December 31

Total Revenue (in thousands)
as of December 31

Total Market Capitalization (TMC, in thousands)**
as of December 31

Funds from Operations (FFO)* (per share)
as of December 31

2014                        2015                          2016                         2017                          2018

Total assets                                                    $  1,933,106          $   1,919,015            $   2,088,133           $  1,990,512            $  1,898,102

Total liabilities                                                      953,459                   983,359                1,126,089                1,119,220                1,060,468

Total shareholders’ equity                     979,647                  935,656                    962,044                   871,292                    837,634

Shares outstanding at year-end                     100,187                  100,187                     107,231                   107,231                    107,231

Dividends paid 

     for the year ended December 31      $        76,142          $        76,142             $        77,481            $       81,496             $        49,326

The Company calculates Total Market Capitalization as the sum of the closing share price for the date of the calculation multiplied by the number of shares 
outstanding on the date of the calculation, plus the sum of debt outstanding on the date of the calculation.

**

*FFO is a non-GAAP financial measure currently used in the real estate industry that we believe provides useful information to investors.  Please refer to page A-1 of 
this Annual Report for a definition of FFO and a reconciliation of net income to FFO.
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COMMITMENT TO SUSTAINABILITY

During 2018, Franklin Street Properties continued its focus on environmental, social and governance 

(ESG) actions.  We believe that commercial real estate provides us with an opportunity to benefit the 

environment, while also reducing portfolio risk and improving portfolio quality.  

We are pleased to report continued progress on the GRESB Real Estate Assessment.  GRESB is an industry-

driven, global benchmark that evaluates the performance of real estate firms on key areas of participants’ 

ESG programs.  FSP was again awarded the designation of Green Star, recognizing achievement for both 

the Implementation & Measurement and Management & Policy dimensions of the benchmark. We 

received a GRESB rating of four out of five stars, which is indicative of FSP’s quintile position relative to all 

GRESB respondents.  

While GRESB looks at real estate companies at the portfolio level, FSP also uses two key tools to assess 

our asset-level sustainability performance: the EPA’s ENERGY STAR program and the U.S. Green Building 

Council’s Leadership in Energy and Environmental Design (LEED®) rating system. Over 80% of our 

combined owned and asset-managed portfolio (as measured by rentable square feet), has earned the 

ENERGY STAR label, demonstrating energy performance in the top 25% of buildings.  Regarding LEED, 

over half of the rentable square footage in our portfolio, either owned or asset-managed by FSP, has been 

awarded LEED certifications under one of the LEED rating systems.  

Additional information regarding FSP’s initiatives may be found via the ESG section on our website 

www.fspreit.com.  We look forward to continuing our ESG progress for the benefit of all stakeholders.  
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Following is the Annual Report on Form 10-K 
for the fiscal year ended December 31, 2018
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