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PART I - FINANCIAL INFORMATION
ITEM 1 - FINANCIAL STATEMENTS

RECKSON ASSOCIATES REALTY CORP.
CONSOLIDATED BALANCE SHEETS

(Dollars in thousands, except for share amounts)

June 30,
December

31,
2005 2004

(unaudited)
ASSETS:
Commercial real estate properties, at cost:

Land $ 551,269 $ 409,034
Building and improvements 3,111,512 2,706,406

Developments in progress:
Land 126,375 103,986
Development costs 48,950 29,159

Furniture, fixtures and equipment 12,622 11,935

3,850,728 3,260,520
Less accumulated depreciation (623,134) (563,706)

Investments in real estate, net of accumulated deprecation 3,227,594 2,696,814
Properties and related assets held for sale, net of accumulated depreciation 3,650 4,651
Investment in real estate joint ventures 6,308 6,657
Investment in notes receivable 135,449 85,855
Investments in affiliate loans and joint ventures 59,778 60,951
Cash and cash equivalents 23,672 25,137
Tenant receivables 10,483 9,470
Deferred rents receivable 151,034 133,012
Prepaid expenses and other assets 104,828 64,025
Contract and land deposits and pre-acquisition costs 5,206 121
Deferred leasing and loan costs 85,162 80,915

TOTAL ASSETS $ 3,813,164 $ 3,167,608

LIABILITIES:
Mortgage notes payable $ 614,834 $ 609,518
Unsecured credit facility 128,000 235,500
Unsecured bridge facility 470,000 —
Senior unsecured notes 979,857 697,974
Liabilities associated with properties held for sale 124 82
Accrued expenses and other liabilities 90,357 73,767
Deferred revenues and tenant security deposits 53,942 50,373
Dividends and distributions payable 36,175 35,924

TOTAL LIABILITIES 2,373,289 1,703,138
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Minority partners� interests in consolidated partnerships 213,371 211,178
Preferred unit interest in the operating partnership 1,200 1,200
Limited partners� minority interest in the operating partnership 31,088 53,231

TOTAL MINORITY INTERESTS 245,659 265,609

Commitments and contingencies — —
STOCKHOLDERS� EQUITY:
Preferred stock, $.01 par value, 25,000,000 shares authorized — —
Common stock, $.01 par value, 200,000,000 shares authorized

82,533,774 and 80,618,339 shares issued and outstanding, respectively 825 806
Additional paid in capital 1,265,330 1,266,547
Accumulated other comprehensive loss (3,447) —
Treasury stock, 3,318,600 shares (68,492) (68,492)

TOTAL STOCKHOLDERS� EQUITY 1,194,216 1,198,861

TOTAL LIABILITIES AND STOCKHOLDERS� EQUITY $ 3,813,164 $ 3,167,608

(see accompanying notes to financial statements)
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RECKSON ASSOCIATES REALTY CORP.
CONSOLIDATED STATEMENTS OF INCOME

(Unaudited and in thousands, except per share and share amounts)

Three Months Ended Six Months Ended
June 30, June 30,

2005 2004 2005 2004

PROPERTY OPERATING REVENUES:
Base Rents $ 123,804 $ 109,265 $ 242,095 $ 219,801
Tenant escalations and reimbursements 17,998 17,452 36,576 35,537

Total property operating revenues 141,802 126,717 278,671 255,338

OPERATING EXPENSES:
Property operating expenses 53,995 50,369 109,480 101,574
Marketing, general and administrative 8,477 7,354 16,692 14,401
Depreciation and amortization 32,994 28,621 63,069 56,719

Total operating expenses 95,466 86,344 189,241 172,694

Operating income 46,336 40,373 89,430 82,644

NON-OPERATING INCOME AND EXPENSES:
Interest income on notes receivable (including
$418, $539,
$1,269 and $1,128, respectively from related

parties) 3,333 1,876 5,780 3,492
Investment income and other 486 1,442 1,218 5,489
Interest:
Expense (27,257) (24,607) (50,825) (50,268)
Amortization of deferred financing costs (1,021) (899) (2,059) (1,826)

Total non-operating income and expenses (24,459) (22,188) (45,886) (43,113)

Income before minority interests, preferred
dividends and
distributions, equity in earnings of real estate

joint
ventures and discontinued operations 21,877 18,185 43,544 39,531

Minority partners� interests in consolidated
partnerships (3,848) (4,422) (7,628) (10,603)
Limited partners� minority interest in the
operating partnership (694) (492) (1,475) (1,084)
Distributions to preferred unit holders — (227) — (500)
Equity in earnings of real estate joint ventures 83 294 234 408

Income before discontinued operations and
dividends
to preferred shareholders 17,418 13,338 34,675 27,752

Discontinued operations (net of minority
interests):
Income from discontinued operations 173 238 270 846
Gain on sales of real estate 175 3,639 175 8,841
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Net income 17,766 17,215 35,120 37,439

Dividends to preferred shareholders — (4,172) — (8,432)
Net income allocable to common shareholders $ 17,766 $ 13,043 $ 35,120 $ 29,007

Basic net income per weighted average common
share:
Common $ .22 $ .13 $ .42 $ .30
Discontinued operations — .06 .01 .15

Basic net income per common share $ .22 $ .19 $ .43 $ .45

Basic weighted average common shares
outstanding 81,882,157 66,892,096 81,493,293 64,127,596
Diluted net income per weighted average
common share $ .22 $ .19 $ .43 $ .45

Diluted weighted average common shares
outstanding 82,290,396 67,326,754 81,907,844 64,522,390

(see accompanying notes to financial statements)

2
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RECKSON ASSOCIATES REALTY CORP.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited and in thousands)

Six Months Ended
June 30,

2005 2004

CASH FLOWS FROM OPERATING ACTIVITIES:
NET INCOME $ 35,120 $ 37,439
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization (including discontinued operations) 65,579 59,069
Minority partners� interests in consolidated partnerships 7,628 10,603
Limited partners� minority interest in consolidated partnerships 1,494 1,084
Gain on sales of real estate (181) (11,330)
Equity in earnings of real estate joint ventures (205) (408)

Changes in operating assets and liabilities:
Deferred rents receivable (17,444) (8,983)
Prepaid expenses and other assets 11,455 (8,674)
Tenant receivables (1,013) 278
Accrued expenses and other liabilities 2,350 (2,366)

Net cash provided by operating activities 104,783 76,712

CASH FLOWS FROM INVESTMENT ACTIVITIES:
Purchases of commercial real estate properties (547,823) (72,691)
Additions to developments in progress (22,590) (12,977)
Increase in contract and land deposits and pre-acquisition costs (5,221) —
Repayments of notes receivable 2,952 2,691
Additions to notes receivable (50,219) (15,619)
Additions to commercial real estate properties (30,491) (17,802)
Payment of deferred leasing costs (9,108) (8,677)
Investments in real estate joint ventures (6,223) —
Contributions to a real estate joint venture — (150)
Additions to furniture, fixtures and equipment (606) (288)
Proceeds from sales of real estate 1,285 57,056

Net cash (used in) investing activities (668,044) (68,457)

CASH FLOWS FROM FINANCING ACTIVITIES:
Principal payments on secured borrowings (5,742) (6,074)
Proceeds from issuance of senior unsecured notes, net of issuance costs 281,750 149,490
Repayment of senior unsecured notes — (100,000)
Payment of loan and equity issuance costs (1,683) (2,125)
Proceeds from unsecured credit facility 182,000 90,000
Principal payments on unsecured credit facility (289,500) (169,000)
Proceeds from unsecured bridge facility 470,000 —

3,369 176,695
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Proceeds from issuance of common stock, net of issuance costs, and exercise
of stock options
Distributions to minority partners in consolidated partnerships (5,629) (22,800)
Distributions to limited partners in the operating partnership (3,173) (2,278)
Distributions to preferred unit holders — (538)
Dividends to common shareholders (69,596) (52,635)
Dividends to preferred shareholders — (9,208)

Net cash provided by financing activities 561,796 51,527

Net increase in cash and cash equivalents (1,465) 59,782
Cash and cash equivalents at beginning of period 25,137 22,888

Cash and cash equivalents at end of period $ 23,672 $ 82,670

(see accompanying notes to financial statements)
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RECKSON ASSOCIATES REALTY CORP.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 2005
(Unaudited)

1. ORGANIZATION AND FORMATION OF THE COMPANY
Reckson Associates Realty Corp. (the �Company�) is a self-administered and self managed real estate investment
trust (�REIT�) engaged in the ownership, management, operation, acquisition, leasing, financing and development of
commercial real estate properties, principally office and to a lesser extent industrial / R&D properties and also
owns land for future development (collectively, the �Properties�) located in the New York City tri-state area (the
�Tri-State Area�).

The Company was incorporated in Maryland in September 1994. In June 1995, the Company completed an initial
public offering (the �IPO�) and commenced operations.

The Company became the sole general partner of Reckson Operating Partnership, L.P. (the �Operating Partnership�)
by contributing substantially all of the net proceeds of the IPO in exchange for an approximate 73% interest in the
Operating Partnership. All Properties acquired by the Company are held by or through the Operating Partnership. In
conjunction with the IPO, the Operating Partnership executed various option and purchase agreements whereby it
issued common units of limited partnership interest in the Operating Partnership (�OP Units�) to certain continuing
investors and assumed certain indebtedness in exchange for (i) interests in certain property partnerships, (ii) fee
simple and leasehold interests in properties and development land, (iii) certain other business assets and (iv) 100%
of the non-voting preferred stock of the management and construction companies. The Company�s ownership
percentage in the Operating Partnership was approximately 96.8% and 94.8% at June 30, 2005 and 2004,
respectively.

2. BASIS OF PRESENTATION
The accompanying interim unaudited financial statements have been prepared by the Company�s management
pursuant to the rules and regulations of the Securities and Exchange Commission. Certain information and footnote
disclosure normally included in the financial statements prepared in accordance with U.S. generally accepted
accounting principles (�GAAP�) may have been condensed or omitted pursuant to such rules and regulations,
although management believes that the disclosures are adequate to not make the information presented
misleading. The unaudited financial statements at June 30, 2005 and for the three and six month periods ended
June 30, 2005 and 2004 include, in the opinion of management, all adjustments, consisting of normal recurring
adjustments, necessary to present fairly the financial information set forth herein. The results of operations for the
interim periods are not necessarily indicative of the results that may be expected for the year ending December
31, 2005. These financial statements should be read in conjunction with the Company�s audited financial
statements and the notes thereto included in the Company�s Form 10-K for the year ended December 31, 2004.

The accompanying consolidated financial statements include the consolidated financial position of the Company,
the Operating Partnership and the Service Companies (as defined below) at June 30, 2005 and December 31, 2004
and the consolidated results of their operations for the three and six month periods ended June 30, 2005 and 2004,
respectively, and their cash flows for the six months ended June 30, 2005 and 2004, respectively. The Operating
Partnership�s investments in majority owned and controlled real estate joint ventures are reflected in the
accompanying financial statements on a consolidated basis with a reduction for the minority partners� interest. The
Operating Partnership�s investments in real estate joint ventures, where it owns less than a controlling interest, are
reflected in the accompanying financial statements on the equity method of accounting. The Operating Partnership
had an investment in a real estate joint venture in which it owned less than a controlling interest and which was
reflected in the accompanying financial statements on the equity method of accounting. Commencing June 20,
2005, as a result of the Company acquiring the minority partner�s interest, the Company commenced consolidating
the financial results of this investment. The Service Companies which provide management, development and
construction services to the Company, the Operating Partnership and to third parties are Reckson Management
Group, Inc., RANY Management Group, Inc., Reckson Construction & Development LLC and Reckson Construction
Group New York, Inc. (collectively, the �Service Companies�). All significant intercompany balances and transactions
have been eliminated in the consolidated financial statements.

Minority partners� interests in consolidated partnerships represent a 49% non-affiliated interest in RT Tri-State LLC,
owner of a six property suburban office portfolio, a 40% non-affiliated interest in Omni Partners, L.P., owner of a
579,000 square foot suburban office property and a 49% non-affiliated interest in Metropolitan 919 3rd Avenue,
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LLC, owner of the property located at 919 Third Avenue, New York, NY. Limited partners� minority interests in the
Operating Partnership was approximately 3.2% and 5.2% at June 30, 2005 and 2004, respectively.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and footnotes thereto. Actual results
could differ from those estimates.

4
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Real Estate

Land, buildings and improvements, furniture, fixtures and equipment are recorded at cost. Tenant improvements,
which are included in buildings and improvements, are also stated at cost. Expenditures for ordinary maintenance
and repairs are expensed to operations as they are incurred. Renovations and / or replacements, which improve or
extend the life of the asset, are capitalized and depreciated over their estimated useful lives.

Depreciation is computed utilizing the straight-line method over the estimated useful lives of ten to thirty years for
buildings and improvements and five to ten years for furniture, fixtures and equipment. Tenant improvements,
which are included in buildings and improvements, are amortized on a straight-line basis over the term of the
related leases. Depreciation expense, net of discontinued operations, for each of the three and six month periods
ended June 30, 2005 and 2004 amounted to approximately $22.5 million and $43.1 million and $19.6 million and
$39.2 million, respectively.

We are required to make subjective assessments as to the useful lives of our properties for purposes of
determining the amount of depreciation to reflect on an annual basis with respect to those properties. These
assessments have a direct impact on our net income. Should we lengthen the expected useful life of a particular
asset, it would be depreciated over more years, and result in less depreciation expense and higher annual net
income.

On July 1, 2001 and January 1, 2002, we adopted Financial Accounting Standards Board (�FASB�) Statement No.141,
�Business Combinations� and FASB Statement No. 142, �Goodwill and Other Intangibles�, respectively. As part of the
acquisition of real estate assets, the fair value of the real estate acquired is allocated to the acquired tangible
assets, consisting of land, building and building improvements, and identified intangible assets and liabilities,
consisting of the value of above-market and below-market leases, other value of in-place leases, and value of
tenant relationships, based in each case on their fair values.

We allocate a portion of the purchase price to tangible assets including the fair value of the building and building
improvements on an as-if-vacant basis and to land determined either by real estate tax assessments, independent
appraisals or other relevant data. Additionally, we assess fair value of identified intangible assets and liabilities
based on estimated cash flow projections that utilize appropriate discount and capitalization rates and available
market information.

Estimates of future cash flows are based on a number of factors including the historical operating results, known
trends, and market/economic conditions that may affect the property. If we incorrectly estimate the values at
acquisition or the undiscounted cash flows, initial allocation of purchase price and future impairment charges may
be different.

Long Lived Assets

We are required to make subjective assessments as to whether there are impairments in the value of our real
estate properties and other investments. An investment�s value is impaired only if management�s estimate of the
aggregate future cash flows (undiscounted and without interest charges) to be generated by the investment are
less than the carrying value of the investment. Such assessments consider factors such as cash flows, expected
future operating income, trends and prospects, as well as the effects of demand, competition and other factors. To
the extent impairment has occurred it will be measured as the excess of the carrying amount of the property over
the fair value of the property. These assessments have a direct impact on our net income, because recognizing an
impairment results in an immediate negative adjustment to net income. In determining impairment, if any, we
have followed FASB Statement No. 144, �Accounting for the Impairment or Disposal of Long Lived Assets�. Statement
No. 144 did not have an impact on net income allocable to common shareholders. Statement No. 144 only impacts
the presentation of the results of operations and gain on sales of real estate assets for those properties sold during
the period within the consolidated statements of income.

Cash Equivalents

We consider highly liquid investments with a maturity of three months or less when purchased to be cash
equivalents.
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Tenants� lease security deposits aggregating approximately $4.5 million at June 30, 2005 and December 31, 2004
have been included in cash and cash equivalents on the accompanying balance sheets.

Deferred Costs

Tenant leasing commissions and related costs incurred in connection with leasing tenant space are capitalized and
amortized over the life of the related lease. In addition, loan costs incurred in obtaining financing are capitalized
and amortized over the term of the related loan.

Costs incurred in connection with equity offerings are charged to stockholders� equity when incurred.

5
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Income Taxes

Commencing with its taxable year ended December 31, 1995, the Company elected to be taxed as a REIT under
the Internal Revenue Code of 1986, as amended (the �Code�). To qualify as a REIT, the Company must meet a
number of organizational and operational requirements, including a requirement that it currently distribute at least
90% of its adjusted taxable income to its stockholders. It is management�s current intention to adhere to these
requirements and maintain the Company�s REIT status. As a REIT, the Company generally will not be subject to
corporate level federal income tax on taxable income it distributes currently to its stockholders. If the Company
fails to qualify as a REIT in any taxable year, it will be subject to federal income taxes at regular corporate rates
(including any applicable alternative minimum tax) and may not be able to qualify as a REIT for the subsequent
four taxable years. Even if the Company qualifies for taxation as a REIT, the Company may be subject to certain
state and local taxes on its income and property, and to federal income and excise taxes on its undistributed
taxable income. In addition, taxable income from non-REIT activities managed through the Service Companies as
taxable REIT subsidiaries are subject to federal, state and local income taxes.

Revenue Recognition & Accounts Receivable

Minimum rental revenue is recognized on a straight-line basis, which averages minimum rents over the terms of
the leases. The excess of rents recognized over amounts contractually due are included in deferred rents
receivable on the accompanying balance sheets. Contractually due but unpaid rents are included in tenant
receivables on the accompanying balance sheets. Certain lease agreements also provide for reimbursement of real
estate taxes, insurance, common area maintenance costs and indexed rental increases, which are recorded on an
accrual basis. Ancillary and other property related income is recognized in the period earned.

We make estimates of the collectibility of our accounts receivables related to base rents, tenant escalations and
reimbursements and other revenue or income. We specifically analyze tenant receivables and historical bad debts,
customer credit worthiness, current economic trends and changes in customer payment terms when evaluating the
adequacy of our allowance for doubtful accounts. In addition, when tenants are in bankruptcy, we make estimates
of the expected recovery of pre-petition administrative and damage claims. In some cases, the ultimate resolution
of those claims can exceed a year. These estimates have a direct impact on our net income because a higher bad
debt reserve results in less net income.

We incurred approximately $657,000 and $1.1 million and $700,000 and $1.8 million of bad debt expense during
the three and six month periods ended June 30, 2005 and 2004, respectively, related to tenant receivables which
accordingly reduced our total revenues and reported net income during those periods.

We record interest income on our investments in notes receivable on the accrual basis of accounting. We do not
accrue interest on impaired loans where, in the judgment of management, collection of interest according to the
contractual terms is considered doubtful. Among the factors we consider in making an evaluation of the
collectibility of interest are: (i) the status of the loan, (ii) the value of the underlying collateral, (iii) the financial
condition of the borrower and (iv) anticipated future events.

Reckson Construction & Development LLC (the successor to Reckson Construction Group, Inc.) and Reckson
Construction Group New York, Inc. use the percentage-of-completion method for recording amounts earned on
their contracts. This method records amounts earned as revenue in the proportion that actual costs incurred to
date bear to the estimate of total costs at contract completion.

Gain on sales of real estate are recorded when title is conveyed to the buyer, subject to the buyer�s financial
commitment being sufficient to provide economic substance to the sale and us having no substantial continuing
involvement with the buyer.

We follow the guidance provided for under FASB Statement No. 66 �Accounting for Sales of Real Estate� (�Statement
No. 66�), which provides guidance on sales contracts that are accompanied by agreements which require the seller
to develop the property in the future. Under Statement No. 66, profit is recognized and allocated to the sale of the
land and the later development or construction work on the basis of estimated costs of each activity; the same rate
of profit is attributed to each activity. As a result, profits are recognized and reflected over the improvement period
on the basis of costs incurred (including land) as a percentage of total costs estimated to be incurred. We use the
percentage of completion method, as future costs of development and profit are reliably estimated.
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Earnings Per Share

In 1997, the FASB issued Statement No. 128, �Earnings per Share� (�Statement No. 128�) which replaced the
calculation of primary and fully diluted earnings per share with basic and diluted earnings per share. Unlike
primary earnings per share, basic earnings per share excludes any dilutive effects of options, warrants and
convertible securities. Diluted earnings per share are very similar to the previously reported fully diluted earnings
per share. The conversion of OP Units into common stock would not have a significant effect on per share amounts
as the OP Units share proportionately with the common stock in the results of the Operating Partnership�s
operations.

6
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Stock Options

In December 2002, the FASB issued Statement No. 148, �Accounting for Stock-Based Compensation�Transition and
Disclosure� (�Statement No. 148�). Statement No. 148 amends Statement No. 123 to provide alternative methods of
transition for an entity that voluntarily adopts the fair value recognition method of recording stock option expense.
Statement No. 148 also amends the disclosure provisions of Statement 123 and Accounting Principles Board
Opinion No. 28, �Interim Financial Reporting� to require disclosure in thesummary of significant accounting policies
of the effects of an entity�s accounting policy with respect to stock options on reported net income and earnings per
share in annual and interim financial statements.

The following table sets forth our pro forma information for common shareholders (in thousands except earnings
per share data):

Three Months Ended Six Months Ended
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