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DCT INDUSTRIAL TRUST IS A
LEADING REAL ESTATE COMPANY
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' LETTER TO SHAREHOLDERS

March 2007

Dear Sharcholder:

2006 was from every perspective a terrific year of progress for the company. Our successes in building the development
pipeline, establishing our institutional capital management business and entering Mexico, our first international market,
were as important as growth in the asset base.

We would like to thank, first and foremost, our employees and our directors, whose efforts, extraordinary time
commitment and teamwork allowed the company, while achieving an aggressive business plan, to sccure sharcholder
approval to internalize management and successfully complete our common stock offering and histing on the NYSE on
December 13, 2008.

Since June of 2003, when DCT Industrial purchased its first asset, we have focused on and have been successful in
building a superior management team while entering 24 leading distribution markets and building a critical mass of 63.6
million square feet of high quality bulk distribution and light industrial space. As of year-end, approximately 7.7% of our
total portfolio was owned in funds or managed by us under a long term agreement. Given the foundation that has been

laid, the entire team could not be more excited about our future. '

2006 HIGHLIGHTS

FINANCIAL RESULTS
Our 2006 financial results were in line with our expectarions. Funds from operations, excluding a $172.2 million non-
cash, one time charge associated with the internalization of management, increased by $31.2 million from 2005,
reaching $89.8 million. On a per share basis, excluding the internalization charge, funds from operations were 60
cents per share and our net loss was 4 cents per share. Strong growth in these financial metrics is expected in 2007,
and we are committed to meering our growth objectives while continuing to build DCT Industrial for the long term. ,

INTERNALIZATION OF MANAGEMENT
In October, over 90% of voting shareholders approved the internalization of the management team. This important
step more closely aligned shareholders and management, reduced DCT Industrial’s operating costs and laid the
groundwork for listing the company.

COMMON STOCK OFFERING AND NYSE LISTING
In December, the company sold 16.3 million shares at $12.25 per share, generating net proceeds of $186.7 million,
expanding the shareholder base to include a number of well-known, respected institutional shareholders and
providing liquidity for existing shareholders.

MANAGEMENT TEAM
We continued to expand and strengthen the management team in a number of key areas. The company added
talented professionals throughout the firm. Consistent with a company whose total capitalization exceeded $3
billion at year-end, significant focus has been placed on systems infrastructure and adding management depth in
financial reporting, corporate accounting and internal audit.
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SOUTHERN CALIFORNIA LOGISTICS AIRPORT (SCLA)
After two years of hard work, the company entered into a 50/50 venture to develop up to 4,350 acres of industrial
land in Victorville, California located in the Inland Empire, the most active industrial market in the United States.
SCLA is 2 major multimodal distribution facility on the site of the former George Air Force Base and is strategically
located on 1-15. The 356-acre first phase alone permits 6.3 million square feet of development. In December,
our venture signed its first build-to-suit, a 408,000 square foot distribution facility leased for 10 vears to Newell
Rubbermaid, a Fortune 500 company. ‘

DEVELOPMENT
In addition to SCLA, DCT Industrial commenced seven new development projects in six markets with an estimated
total cost of $122.3 million. Completed 2006 developments included a 330,000 square foot expansion for Johnson
& Johnson Health Care, a 230,000 square foot expansion for Bridgestone Firestone and a 604,000 square foot
facility for Cummins Inc.

INSTITUTIONAL CAPITAL MANAGEMENT
The company completed two ventures in 2006 with separate institutional investors, with the company retaining
a 10% to 20% equity interest. These ventures control $184 million of assets. DCT Industrial recetves fees as the
operating partner, thereby meaningfully increasing its return on its $9.1 million equity investment in the two
ventures. As important, by forming these ventures we expanded our customer base and square footage controlled.

OPERATIONAL PERFORMANCE
Our total operating portfolio performed extremely well in 2006 on key metrics, including tenant retention
of 79.5%; average rental rate growth on new leases of 6.7%, and lease turnover costs (commissions and
tenant improvements) averaging $1.44 per square foot or $0.35 per square foot per average new lease year.
Portfolio occupancy was 93.0% at year-end, and increasing occupancy in 2007 is a key objective as discussed below.

INTERNATIONAL MARKET EXPANSION: MEXICO
We completed our initial transaction in our first international target market with a commitment to purchase from a
leading local Mexican developer six buildings totaling 860,000 square feet currently under development in
Monterrey, Mexico, the third largest city in Mexico with a population base of approximately 3.5 million.

2007 OUTLOOK AND CHALLENGES

DCT Industrial, with its increasing commitments to development, value-added acquisitions, higher return international
markets, and institutional capital management, continues its transformation into a true operating company. This will
take time to complete, but we are pleased with our progress.

When we think about 2007 opportunities, we start with our existing assets. We have acquired a high quality portfolio
of distribution assets with potential upside from occupancy gains as well as customer expansion opportunities. We will
maintain our focus on actively managing our portfalio in order to increase investment returns through higher occupancy
and rents, selective dispositions of non-strategic assets and capitalizing on our customer relationships.

As a company, we need to deploy more capital in coastal markets like Southern California that benefit from economic
growth in Asia. Given current acquisition pricing, DCT Industrial will build its presence in these markets primarily
through development. SCLA presents a great opportunity to grow our presence in Southern California and we have
announced 927,000 square feet of development starts in the first quarter of 2007,
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While continuing to grow our development activities is an important part of our business plan, it is equally important
that we remain disciplined in our effort given the competitive landscape. Location and cost basis are critical and can
not be sacrificed for volume.

We also need to make sure that our “zest” for performance and its impact on our talented employees doesn’t cause us
to lose the special environment we’ve created. We must maintain our entrepreneurial culture and never lose sight of the
fact that our employees are our most valuable asset.

We have a number of challenges in 2007,

First, we need to achieve financial performance consistent with internal goals and external expectations. 2007 is

a critical year for us, and we recognize that quality of earnings and laying the groundwork for 2008 and 2009

performance are equally important as delivering 2007 results.

Second, we need to continuously identify attractive off-market capital deployment opportunities, taking full advantage
of our industry relationships.

Third, we need to grow our institutional asset management business given its strategic importance to the company.
Fourth, in order to execute our business plan and accomplish our growth objectives, we need to continue to build

a strong organization. This is easier said than done today given the competitive environment for top performers;
however, we are confident that we will continue to attract the talented individuals we need to achieve our long-term
goals and objectives. Beginning to build an indigenous Mexican management team is a top priority today.

Today, all of us are fully committed to building a highly profitable company of which every constituency can be proud.

Thanks for your support.

st il

Tom Wattles Philip L. Hawkins
Execurive Chairman Chief Executive Officer
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PORTFOLIO SUMMARY AS OF 12/31/06 C MARKET SUMMARY

Region/Market  Buildings Sq. Ft,
i\f m Eastern Region (000s)
o T Atlanta, GA 58 7,272
Portiana //k;b Nashville, TN 5 2,712
Baltimore/Wash., D.C. 13 1,585
Minneapalis () c'::.'f.}.v.nna 7‘_‘(" , Orlando, FL 12 1,226
Reno Chlcagoi&j O o Jersey Central Pennsylvania 6 1,677
O O indlanapolis (O¢olumbusg OBalllmoreI New Jersey 10 1,189
Narthern Sait Lake O Ocincinnati ™, Washington, 0.C. Charlotte, NC 10 1,006
allfornla Denver K.ngcny OLouIsville % Miami, FL & 727
ONashvllla O Charlotte Total 120 17,394
‘ﬁ Southern O mempnis /
Callfornia O hoenis ‘Attanta Midwest Region 5,237
\ pal 1:’ Cincinnati, OH 38 4,072
- whas Columbus, OH 14 3,327
San Antonio OﬂougmﬁJW\/\ Oortando ||'Id.ianal30"5. IN 8 3,805
O /_J A Chicago, IL 17 521
S er— i i Miami Louisville, KY 2 521
Q© Target Markets Total 79 16,962
Target Markets wl i
O Target Markets without Qwnership Central Region
Dallas, TX 54 6,810
Memphis, TN 10 4,333
Houston, TX 34 2,453
Minneapolis, MN 3 356
M San Antonio, TX 15 1,349
arkets 24 Kansas City 1 180
Properties 402 Total 17 15,481
{including 3 developments and 20 unconsolidated)
Western Region
Total Square Feet 63.6 million Northern California 30 2,762
Number of Customers more than 780 Phoenix, AZ . 15 1735
Southern California 12 1,395
Operating Property Occupancy Rate 93.0% Seattle, WA 8 1,199
Denver, CO 1 160
Total 66 7,251
TOTAL CONSOLIDATED 382 57,088
pcT Fund ILLC
PROPERTY TYPE CT Func 1030
(BASED ON SQUARE FEET) Memphis, TN ! ‘
Atlanta, GA 1 578
Dallas, TX 1 540
o .
9.7% > 3% Chicago, IL 1 303
A ’ Central Pennsylvania 1 100
New Jersey 1 87
BULK DISTRIBUTION Total 6 2,647
— TRT - DCT Industrial JV
LIGHT INDUSTRIAL
' G Charlotte, NC 1 472
0 —
88.0% (] SERVICE CENTER Northern Cahforma. 1 396
Central Pennsylvania 2 233
Total 4 1,101
Asset Managed
Minneapolis, MN 3 472
Cincinnati, OH 2 349
Columbus, OH 1 330
Tota! 6 1,151
Development tunconsoiidated) 4 1,641
4 DCTINDUSTRIAL [GRAND TOTAL 402 63,628 |
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BUSINESS AND GROWTH STRATEGIES

CAPTTALIZING ON ACQUISTTION QFPFORIUN] TS

INVESTMENT IN REAL ESTATE (000s) Our obijective is to selectively expand
our portfolio through the acquisition
$2,951,112 of high-quality industrial properties
$3,000,000 U

in our target markets, which include
markets where we own space today,

32,500,000 and new domestic and key markers
$1,994,925 in Mexico. We will generally acquire

$2,000,000 . . .
high-quality bulk distribution and

$1.500,000 light |11du§tr|fll fa.a]mes located in high
volume distribution markets where we

$1.000,000 $754,064 believe there are_s?gmﬁcant 'growtl? and

i return opportunities. We will continue
$500,000 to focus on off-market acquisition
' $151,846

opportunities through our extensive

] network of industry relationships in
2003 2004 2005 2006 the brokerage, development and

investor community and by utilizing
DCT Industrial Trust has Inilt a national operating platform of high quality, bulk distribution and

" ) I o r i in identifyi
light industrial facilitics in top distribution markets. our expernence in iden f} ng»

evaluating and acquiring industrial
properties in both single asset and
portfolio transactions.

CONTINUING TO GROW OUR DEVELOPMENT PPN I

Development, redevelopment and
expansion of well-located, high-
quality industrial properries should
continue to provide us with attractive
P ‘ ' risk-adjusted returns, We will

. continue to grow our development
pipeline through our substantial land
inventory as well as by leveraging
our strong relationships with existing
customers and leading local, regional
and national developers. As of
December 31, 2006, we had 5.7
million square feet of buildings in
our development pipeline.

Based on our frequent discussions with existing tenant Cummins Inc.. DCT Industrial Trust learmed
of their need to expand their existing space. In October 2005, we commenced development on a new
604,000 square foot state-of-the art, huild-to-suit distribution facility, In commection with this new
developiment. effective as of October 2006, we entered into a new 10-vear lease for the property and
terminated Crummins' existing lease. 2006 ANNUAL REPORT
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BUSINESS AND GROWTH STRATEGIES

CONTINUED

EXPANDING OUR INSTITUTIONAL CAPITAL MANAGEMENT PLATTHORM

Increasing our access to institutional
capital through asset level joint
ventures, funds or other commingled
investment vehicles should enable us to
increase our overall return on ivested
capital, expand our customer base,
and augment our acquisition activity
and penetration of our target markets.
Typically, as the operating partner, we
will retain a 10%-30% interest in these
vehicles and seek to earn transaction-
based fees and asset management fees
as well as promoted interests or
incentive distributions based on
financial performance.

DCT FUND I: BBK JOINT VENTURE

DCT INDUSTRIAL
20% Ownership

olaagulin
BOUBYAN BANK

80% Ownership

20/80% venture with Boubyan Bank of Kuwait
in February 2006

Contributed 6 buildings totaling 2.6 mm square feet
(including 330,000 square foot expansion)

Contribution value: $123 million
+ DCT equity investment: $3.4 million
DCT Industrial Trust's institutional capital management strategy significantly enbances return

on invested capital. As of December 31, 2006, the company had two institutional funds with a
combined $184 million in real estate investments.

MAXIMIZING CASH FLOWS FROM EXISTING PROPERTTES

We intend to maximize the cash

flow from our existing properties by
increasing occupancy levels, growing
rents, managing operating expenses
and, in certain cases, expanding or
renovating our properties. As measured
by square feet, 79.5% of total 2006
lease expirations were signed with the
existing tenant.

DCT INDUSTRIAL

LEASE EXPIRATIONS FOR CONSOLIDATED
OPERATING PROPERTIES

Annualized
Base Rent of

Square Feet
Related to

Percentage of
Total Annualized

Year Expiring Leases Expiring Leases Base Rent
{in thousands) {in thowsands)

2007 ¢ 6,997 $32,056 15.7%
2008 9,045 34,705 17.0%
2009 10,082 38,422 18.8%
2010 8,854 32,816 16.1%
2011 4,999 21,332 10.4%
Thereafter 12,044 45,074 22.0%

Total Leased 52,021 $204,405 100.0%

Inclides leases that are on manth-to-month terms.,

[

If options to extend lease terms were exercised as of December 31, 2006, expirations
reflect the new terms pursuant to the options.
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BUSINESS AND GROWTH STRATEGIES

CONTINUED

RECHC MN@D CAPITAL EFFICIENTLY

By selectively selling non-strategic
assets, we will seek to enhance
shareholder returns by redeploying
asset sales proceeds into new
acquisition and development assets.
Industrial real estate assets are in
strong demand from institutional and
private investors, and we will identify
asset sale opportunities in order to
improve the quality of our portfolio.

A

In November 2006, DCT Industrial Trust disposed of six properties in Boston, MA, a non-target
sarket for the compary. The propertics bad been acquired as part of larger ponfolios.

’ U{UJ&SS[UJB NG INTERNAT U@L\i/\ll GROW ITH OPPORITUN| NEJIRES

T
.' - i
leuana )\ o | 4) . L We are pursuing higher vielding

‘7'—7" international capital deployment
‘ . \_,\ L opportunities through the acquisition
\ | J) and development of industrial
: properties in international markets.
\ NN ”\ /“ Our initial target is Mexico. Qur

\ \ M°“‘°"°’ ° °R°y"°sa f N strategy will focus on addressing the
\ f \ j L3 v

/ needs of international corporations as
/ |

Juarez

they seek to expand their distribution
T

N e }J\ A ™ or light manufacturing activities in
/ - °“°§‘*,"° . AN M~ \// % our target markets. Consistent with
. ) ‘Guadala]ar:L“ ,?,\&}B 1’\ J o ; our strategy, we entered into forward
T M"’"“’ City \IA\J - ,/? purchase commitments in December
T N Y \ | J 2006, to acquire 860,000 square feet
\\iu\_/\ s in Monterrey, Mexico.
O TARGET MARKETS NN

There are significant groweh opportunities in Mexico, where members of DCT Industrial Trust's
senior management and directors have significant experience i the acquisition and development of
commercial properties,
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SOUTHERN CALIFORNIA LOGISTICS AIRPORT

B DEVELOPMENT PIPELINE CASE STUDY !

DCT Industrial Trust recently
established Stirling Capital
Investments, a joint venture that
controls up to 4,350 acres of land,
known as the Southern California
Logistics Airport (SCLA), located

in the Inland Empire submarket of
Southern California. The joint venture
will be the exclusive master developer
of SCLA for up to thirteen years.

SCLA, the former George Air Force
Base in Victorville, CA, is an 8,500
acre multimodal transportation

hub supported by air and ground
connections with rail infrastructure
in active planning today. The City

of Victorville and Stirling have a
public/private partnership agreement
to redevelop the site into the

largest fully-integrated commercial
development in the region. SCLA has
two intercontinental runways and
can accommodate all current flying
commerctal and military aircraft with
24-hour, seven-day-a-week air tower
operations and emergency response
capabilities comparable to that of the
world’s largest airports.

Phase one of the SCLA project,
acquired in 2006, totals 356 acres
that can accommodate approximately
6.3 million square feet of

industrial development.

The venture has commenced
development on approximately
927,000 square feet and expects
activity to increase to 1.5-2.0 million
square feet within the next twelve to
eighteen months,

DCT INDUSTRIAL
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18

ERN ALIFORNIﬂ: LOGISTICS AIRPORT
__. BIOUND__ - .

The Svuthern California Logistics Airport will inelude distribution and light wmanufacturing facilities.
The site is a mltimodal transportation bub that will be supported by air, ground and rail connections,
wmaking it a highly desirable distribution location in ane of the mast active industrial real estate markets
in the United States.

r

e
Rt et _;.q

The joint venture controls approximately 4,350 acres of land, and will be the exclusive master developer
of the project for up to thirteen years,

.

- - — e - - - -ts e L -— - . - - -— 4

tnitial construction on the site bas begun. Approximately 6.3 million square fect will be available for
bigh quality distribution space in the first phase of development.
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FORWARD-LOOKING STATEMENTS

We make statements in this Annual Report on Form 10-K (“Annual Report”) that are considered “forward-
looking statements™ within the meaning of Section 27A of the Securities Act of 1933, as amended, or the
Securities Act, and Section 21E of the Securities Exchange Act of 1934, as amended, or the Exchange Act, which
are usually identified by the use of words such as “anticipates,” “believes,” “estimates,” “expects,” “intends,”
“may,” “plans,” “projects,” “seeks,” “should,” “will,” and variations of such words or similar expressions. We
intend these forward-looking statements to be covered by the safe harbor provisions for forward-looking
Statements contained in the Private Securities Litigation Reform Act of 1995 and are inctuding this statement for
purposes of complying with those safe harbor provisions. These forward-looking statements reflect our current
views about our plans, intentions, expectations, strategies and prospects, which are based on the information
currently available to us and on assumptions we have made. Although we believe that our plans, intentions,
expectations, strategies and prospects as reflected in or suggested by those forward-looking statements are
reasonable, we can give no assurance that the plans, intentions, expectations or strategies will be attained or
achieved. Furthermore, actual results may differ materially from those described in the forward-looking
statements and will be affected by a variety of risks and factors that are beyond our control including, without
limitation:

LIS

* the competitive environment in which we operate;

* real estate risks, including fluctuations in real estate values and the general economic climate in local
markets and competition for tenants in such markets;

* decreased rental rates or increasing vacancy rates;

* defaults on or non-renewal of leases by tenants;

* acquisition and development risks, including failure of such acquisitions and development projects to
perform in accordance with projections;

* the timing of acquisitions and dispositions;

* natural disasters such as hurricanes;

* national, international, regional and local economic conditions;

* the general level of interest rates:

* energy costs;

* the terms of governmental regulations that affect us and interpretations of those regulations, including
changes in real estate and zoning laws and increases in real property tax rates;

* financing risks, including the risk that our cash flows from operations may be insufficient to meet
required payments of principal, interest and other commitments:

* lack of or insufficient amounts of insurance;

* litigation, including costs associated with prosecuting or defending claims and any adverse outcomes:

* the consequences of future terrorist attacks;

*  possible environmental liabilities, including costs, fines or penalties that may be incurred due to
necessary remediation of contamination of properties presently owned or previously owned by us; and

* other risks and uncertainties detailed in the section entitled “Risk Factors”.

In addition, our current and continuing qualification as a real estate investment trust, or REIT, involves the
application of highly technical and complex provisions of the Internal Revenue Code of 1986, or the Code, and
depends on our ability to meet the various requiremnents imposed by the Code through actual operating results,
distribution levels and diversity of stock ownership. We assume no obligation to update publicly any forward-
looking statements, whether as a result of new information, future events or otherwise. The reader should
carefully review our financial statements and the notes thereto, as well as the section entitled “Risk Factors™ in
this Annual Report.




PART1

ITEM 1. BUSINESS
The Company

DCT Industrial Trust Inc. (formerly Dividend Capital Trust Inc.) is a leading real estate company specializing in
the ownership, acquisition, development and management of bulk distribution and light industrial properties
located in 24 of the highest volume distribution markets in the United States, and are currently expanding into
Mexico. In addition, we manage, and own interests in, industrial properties through our institutional capital
management program. We were formed as a Maryland corporation in April 2002 and have elected to be treated
as a real estate investment trust, or REIT, for U.S. federal income tax purposes. We are structured as an umbrella
partnership REIT, or UPREIT, under which substantially all of our current and future business is, and will be,
conducted through a majority owned and controlled substdiary, DCT Industrial Operating Partnership LP
(formerly Dividend Capital Operating Partnership LP), or our operating partnership, a Delaware limited
partnership, for which DCT industrial Trust Inc. is the sole general partner, As used herein, “DCT Industrial
Trust,” “we”, “our” and “us” refer to DCT Industrial Trust Inc. and its consolidated subsidiaries and partnerships
except where the context otherwise requires.

Prior to October 10, 2006, our day-to-day activities were managed by Dividend Capital Advisors LLC, or our
Former Advisor, under the supervision of our board of directors pursuant to the terms and conditions of an
advisory agreement. On July 21, 2006, we entered into a contribution agreement between our operating
partnership and Dividend Capital Advisors Group LLC, or DCAG, the parent company of our Former Advisor.
On October 10, 2006, pursuant to the contribution agreement, our operating partnership acquired our Former
Advisor from DCAG for an aggregate 15,111,111 units of limited partnership interest in our operating
partnership, or OP Units, which included the modification of a special sertes of units of limited partnership
interest in our operating partnership, or the Special Units, which are described in Note 9 to the Consolidated
Financial Statements, held by DCAG into 7,111,111 OP Units. We refer to this transaction as the
“Internalization.” In connection with the Internalization, our Former Advisor became a wholly-owned subsidiary
of our operating partnership (see the additional description of the Internalization in Note 13 to the Consolidated
Financial Statements).

As of October 10, 2006, we became a self-administered and self-advised REIT. Prior to October 10, 2006, our
Former Advisor was majority owned and/or controlled by three of our then directors and certain officers and/or
their affiliates and other third parties, In addition, under the terms of certain dealer manager agreements,
Dividend Capital Securities LLC, or our Former Dealer Manager, served as the dealer manager of our prior
continuous public offerings of common stock and our operating partnership’s private placement of undivided
tenancy-in-common interests, or TIC Interests, in certain of our properties.

Available Information

Our Annual Report on Form 10-K, our Quarterly Reports on Form 10-Q, our Current Reports on Form 8-K and
any amendments 1o any of those reports that we file with the Securities and Exchange Commission are available
free of charge as soon as reasonably practicable through our website at www.dctindustrial.com. The information
contatned on our website is not incorporated into this Annual Report. Our Common Stock is listed on the New
York Stock Exchange under the symbol “DCT.”

Business Overview

Our properties primarily consist of high-quality, generic bulk distribution warehouses and light industrial
properties. The properties we target for acquisition or development are generally characterized by convenient
access 10 major transportation arteries, proximity to densely populated markets and quality design standards that
allow for reconfiguration of space. In the future, we intend to continue to focus on properties that exhibit these
characteristics, to expand our operations into selected other markets in the United States and to add additional
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properties in our existing markets as well as acquire and develop properties in selected international markets,
including Mexico, where we believe we can achieve favorable returns and leverage our management expertise.

As of December 31, 2006, we owned interests in 396 industrial real estate buildings totaling 62.5 million square
feet. Our portfolio of consolidated operating properties included 379 industrial real estate buildings, which
consisted of 223 bulk distribution properties, 114 light industrial properties and 42 service center or flex
properties totaling 56.2 million rentable square feet. Our portfolio of 379 consolidated operaling properties was
92.5% occupied as of December 31, 2006. Also, as of December 31, 2006, we consolidated three developments
properties. In addition, as of December 31, 2006, we had ownership interests ranging from 10% to 20% in ten
unconsolidated properties in institutional joint ventures, or funds, and investments in four unconsolidated
development joint venture properties.

We acquired 133 properties for a total cost of approximately $1.0 billion during the year ended December 31,
2006 comprising approximately 19,3 miltion rentable square feet and we acquired two development properties
located in two markets, aggregating approximately 1.1 million square feet for a total cost of approximately $49.7
million. Additionally, during 2006, we disposed of a total of 2 operating properties comprising approximately
5.0 million rentable square feet in eleven markets. We sold 13 properties comprising 1.8 million rentable square
feet to third parties for total gross proceeds of approximately $117.9 million. The remaining eight properties
comprising 3.2 million rentable square feet were contributed to institutional funds in which we maintain
ownership interests for a total contribution value of approximately $147.7 million (see discussion below).

Including holdings in our consolidated and unconsolidated Joint ventures as well as properties related to forward
purchase commitments, we have 19 buildings in six markets representing approximately 5.5 million square feet
in various stages of development as of December 31, 2006. In addition, including our joint ventures, we own
approximately 470 acres of land that we believe can support the development of approximately seven million
square feet and have options to control approximately 4,000 additional acres, The largest component of this land
bank is held by our unconsolidated venture, Stirling Capital Investments, where we own or control approximately
4,350 acres of land, entitled for industrial development, surrounding the Southern California Logistics Airport
(“SCLA”) located in the Inland Empire submarket of Southern California. Phase I of this project, representing
approximately 356 acres acquired in 2006, is expected to support approximately 6.3 million square feet of
development and we have commenced development of approximately 927,000 square feet as of December 31,
2006. Through various master development agreements, the venture has the exclusive rights to develop this
project for a period of up to 13 years.

We have a stable, broadly diversified tenant base. As of December 31, 2006, our consolidated and
unconsolidated operating and development properties had approximately 877 leases with approximately 780
customers with no single customer accounting for more than 2.2% of our annualized base rents including our pro
rata share of buildings not wholly-owned. Our ten largest customers occupy 17.1% of our leased portfolio based
on occupied square feet and account for 12.6% of our annualized base rent including our pro rata share of
buildings not wholly-owned. We intend to maintain a well-diversified mix of creditworthy tenants to limit our
exposure to any single tenant or industry. We believe that our broad national presence in 24 of the top U.S.
distribution and logistics markets is attractive to large users of distribution space and allows us to build strong
relationships with our tenants. Furthermore, we are actively engaged in meeting our tenants’ expansion,
consolidation and relocation requirements.

Our primary business objectives are to maximize sustainable long-term growth in earnings and funds from
operations, or FFO (see definition in “Management’s Discussion and Analysis of Financial Condition and Results
of Operations - Liquidity and Capital Resources” beiow), and to maximize total return 1o our stockholders. In our
pursuit of these objectives, we plan to:

* acquire high-quality industrial properties;

* pursue development opportunities, including through joint ventures:
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expand our institutional capital management business;
actively manage our existing portfolio to maximize operating cash flows;
sell non-core assets that no longer fit our investment criteria; and

expand our operations into selected domestic and international markets, including Mexico.

Our principal executive office is located at 518 Seventeenth Street, Suite 1700, Denver, Colorado 80202; our
telephone number is (303) 597-2400. We also maintain regional offices in Atlanta, Georgia; Chicago, Illinois;
and Dallas, Texas. Our website address is www.dctindustrial.com.

Our Competitive Strengths

We believe that we distinguish ourselves from other owners, operators, acquirers and developers of industrial
properties through the following competitive strengths:

High-Quality Industrial Property Portfolio. Our portfolio of industrial properties primarily consists
of high-quality bulk distribution facilities specifically designed to meet the needs of our distribution
tenants. As of December 31, 2006, approximately 86.6% of our consolidated portfolio based on rentable
square footage was comprised of bulk distribution properties while approximately 10.8% of our
portfolio was comprised of light industrial properties. The majority of our properties are specifically
designed for use by major distribution and third-party logistics tenants and are readily divisible to meet
re-tenanting opportunities. We believe that our concentration of high-quality buik distribution properties
provides us with a competitive advantage in attracting and retaining distribution users and tenants across
the major and regional markets in which we operate.

Proven Acquisition Capabilities. Beginning with our first acquisition in June 2003, we have
completed approximately $3.0 billion in industrial real estate acquisitions as of December 31, 2006.
Excluding our three major portfolio acquisitions that were each in excess of $200 million, our average
acquisition transaction cost was approximately $22.1 million, which demonstrates our ability to access a
steady pipeline of smaller acquisitions. Our acquisition capability is driven by our extensive network of
industry relationships within the brokerage, development and investor community.

Focused Development Strategy. Our extensive network of industry relationships has provided us
with a consistent source of development opportunities. Most of our development projects have taken the
form of partnerships or fee for service relationships with leading local, regional or national developers.
In our development partnerships, we may control the tenant relationship or the land, and we typically
provide the majority of the equity capital. These partnerships are structured to provide us with attractive
returns while aligning our interests with those of our development partner. We believe these structures
allow us to operate more efficiently and with greater flexibility than if we were to maintain an internal
development infrastructure.

Experienced and Committed Management Team. Our executive management team, including our
Executive Chairman, collectively has an average of over 17 years commercial real estate experience and
an average of over ten years focused on the industrial real estate sector. Additionally, our executive
management team has extensive public company operating experience with all of our senior executives
having held senior positions at publicly-traded REITs for an average of over ten years.

Strong Industry Relationships. We believe that our extensive network of industry relationships with
the brokerage, development and investor communities will allow us to execute successfully our
acquisition and development growth strategies and our institutional capital management strategy. These
relationships augment our ability to source acquisitions in off-market transactions outside of competitive
marketing processes, capitalize on development opportunities and capture repeat business and
transaction activity. Our strong relationship with the tenant and leasing brokerage communities aids in
atiracting and retaining tenants. Additionally, we believe that our relationship with Black Creek
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Capital, LLC, or Black Creek, a Denver based real estate investment firm and an affiliate of our Former
Advisor, provides us with unique investment opportunities and will assist us in our international growth
strategy, particularly our strategy to acquire and develop industrial real estate assets in Mexico. Our
Executive Chairman, Tom Wattles, and one of our directors, James Mulvihill, are principals of Black
Creek.

* Access to Institutional Co-Investment Capital. Our senior management team has broad long-term
relationships within the institutional investor community that provide access to capital for both
traditional joint ventures and funds or other commingled investment vehicles. These institutions include
domestic pension plans, insurance companies, private trusts and international investors. We believe
these refationships allow us to identify pockets of institutional demand and appropriately match
institutional capital with investment opportunities in our target markets to maximize returns for our
stockholders.

* Growth Oriented Capital Structure. Our capital structure provides us with significant {financial
capacity to fund future growth. As of December 31, 2006, ocur debt to total market capitalization ratio
was 34.0%, including our pro rata share of our unconsolidated joint venture debt. As of December 31,
2006 we had $226.6 million available under our $300.0 million senior unsecured revolving credit
facility. As of December 31, 2006, 208 of our properties with a gross book value of $1.5 billion were
unencumbered.

Business and Growth Strategies

Our primary business objectives are to maximize sustainable long-term growth in earnings and FFO and to
maximize total return to our stockholders. The sirategies we intend 10 execute to achicve these objectives
include:

* Capitalizing on Acquisition Opportunities. We intend to continue to expand our portfolio through
the acquisition of high-quality industrial properties in our target markets, which include our existing
markets as well as selected new domestic and international markets, including Mexico. We will
generally acquire high-quality bulk distribution and light industrial facilities and/or industrial assets
located in irreplaceable locations where we believe there are significant growth and/or return
opportunities. We intend to continue to focus on off-market acquisition opportunities through our
extensive network of industry relationships in the brokerage, development and investor community and
by utilizing our experience in identifying, evaluating and acquiring industrial properties in both single
asset and portfolio transactions,

* Continuing to Grow Our Development Pipeline. We intend to utilize our strong relationships with
leading local, regional and national developers to continue to grow our development pipeline. We
believe that development, redevelopment and expansion of well-located, high-quality industrial
properties should continue to provide us with attractive risk-adjusted returns, Furthermore, we believe
that our control of a substantial inventory of developable land and extensive relationships with industrial
tenants will make us an attractive strategic partner for established national, regional and local developers
in our markets.

* Expanding Our Institutional Capital Management Platform. We believe that Jjoint ventures, funds
or other commingled investment vehicles with institutional partners will enable us 1o increase our
overall return on invested capital, augment our acquisition activity and penetration of new markets and
increase our access to capital for continued growth. We intend to continue to co-invest in properties with
institutional investors through partnerships, limited liability companies or other joint venture structures.
Typically we will own a 10%—30% interest in these joint ventures and seek 10 earn transaction-based
fees and asset management fees as well as promoted interests or incentive distributions based on the
performance of the joint venture.

* Maximizing Cash Flows From Existing Properties. We intend to maximize the cash flows from our
existing properties by increasing rents, increasing occupancy levels, managing operating expenses
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and expanding and improving our properties. As of December 31, 2006, our consolidated operating
portfolio was 92.5% occupied leaving approximately 4.2 million square feet of rentable space available
for lease. Additionally, we believe there is embedded rent growth potential in our properties. As of
December 31, 2006, on a weighted-average portfolio basis, the in-place rents of our consolidated
operating properties were $3.93 per rentable square foot. Further, based on expiring leases which were
re-leased to new or existing tenants, our average rental rate growth per rentable square foot for the year
ended December 31, 2006 was 7.4%, on a straight-line basis, and our weighted average retention during
such period was 78.7%.,

* Recycling Capital Efficiently. We intend to selectively sell non-core assets in order to maximize total
return to our stockholders by redeploying asset sales proceeds into new acquisition and development
opportunities. We believe industrial real estate assets are in strong demand from institutional investors
and we will seek to selectively identify asset sale opportunities in order to achieve our total return
objectives.

¢ Pursuing International Growth Opportunities. We intend to seek international growth opportunities
through the acquisition and development of industrial properties in selected new international markets,
including Mexico. This strategy will focus on addressing the needs of both international and local
corporations as they seek to expand and reconfigure their industrial distribution facilities. Consistent
with this strategy, during the fourth quarter of 2006, we entered into forward purchase commitments to
acquire six industrial facilities in Montetrey, Mexico. Construction began on the first building in
February 2007.

Operating Segments

We consider each operating property to be an individual operating segment that has similar economic
characteristics with all our other operating properties. Our operating segments are aggregated into reportable
segments based upon the property type: bulk distribution; and light industrial and other. See additional
information in Ttem 2. Properties and in Item 7. Management’s Discussion and Analysis of Financial condition
and Results of Operations and Note 16 to the Consolidated Financial Statements.

Competition

We believe the current market for industrial real estate acquisitions to be extremely competitive. We compete for
real property investments with pension funds and their advisors, bank and insurance company investment
accounts, other real estate investment trusts, real estate limited partnerships, individuals and other entities
engaged in real estate investment activities, some of which have greater financial resources than we do.

In addition, we believe the leasing of real estate to be highly competitive. We experience competition for
customers from owners and managers of competing properties. As a result, we may have to provide free rent,
incur charges for tenant improvements or offer other inducements, all of which may have an adverse impact on
our results of operations.

Employees

As of December 31, 2006 we had 64 full-time employees.
ITEM 1A. RISK FACTORS
RISKS RELATED TO OUR BUSINESS AND OPERATIONS

Our investments are concentrated in the industrial real estate sector, and our business would be adversely
affected by an economic downturn in that sector.

Our investments in real estate assets are primarily concentrated in the industrial real estate sector. This
concentration may expose us (o the risk of economic downturns in this sector to a greater extent than if our
business activities included a more significant portion of other sectors of the real estate industry.
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Our growth will partially depend upon future acquisitions of properties, and we may be unable to consummate
acquisitions on advantageous terms or acquisitions may not perform as we expect.

We acquire and intend to continue to acquire primarily high-quality generic bulk distribution warehouses and
light industrial properties. The acquisition of properties entails various risks, including the risks that our
investments may not perform as we expect, that we may be unable to quickly and efficiently integrate our new
acquisitions into our existing operations and that our cost estimates for bringing an acquired property up to
market standards may prove inaccurate. Further, we face significant competition for attractive investment
opportunities from other well-capitalized real estate investors, including both publicly-traded REITs and private
institutional investment funds, and these competitors may have greater financial resources than us and a greater
ability to borrow funds to acquire properties. This competition increases as investments in real estate become
increasingly attractive relative to other forms of investment. As a result of competition, we may be unable to
acquire additional properties as we desire or the purchase price may be significantly elevated. In addition, we
expect to finance future acquisitions through a combination of borrowings under our senior unsecured credit
facility, proceeds from equity or debt offerings by us or our operating parinership or its subsidiaries and proceeds
from property contributions and divestitures which may not be available and which could adversely affect our
cash flows. Any of the above risks could adversely affect our financial condition, resuits of operations, cash
flows and ability to pay distributions on, and the market price of, our common stock.

We may be unable to source off-market deal flow in the future.

A key component of our growth strategy is to continue to acquire additional industrial real estate assets.
Properties that are acquired off-market are typically more attractive to us as a purchaser because of the absence
of a formal sales process, which could lead to higher prices. If we cannot obtain off-market deal flow in the
future, our ability to locate and acquire additional properties at attractive prices could be adversely affected.

Our real estate development strategies may not be successful.

We are involved in the construction and/or expansion of distribution facilities and we intend to continue to
pursue development and renovation activities as opportunities arise. In addition, we have entered into joint
ventures to develop, or will self-develop, additional warehouse/distribution buildings on land we already own or
control, and we have rights under master development agreements to acquire additional acres of land for future
development activities. We will be subject to risks associated with our development and renovation activities that
could adversely affect our financial condition, results of operations, cash flows and ability to pay distributions
on, and the market price of, our common stock, including, but not limited to:

*  the risk that development projects in which we have invested may be abandoned and the related
investment will be impaired;

* the risk that we may not be able to obtain, or may experience delays in obtaining, all necessary zoning,
land-use, building, occupancy and other governmental permits and authorizations;

» the risk that we may not be able to obtain additicnal land on which to develop;
* the risk that we may not be able to obtain financing for development projects on favorable terms;

* the risk that construction costs of a project may exceed the original estimates or that construction may
not be concluded on schedule, making the project less profitable than originally estimated or not
profitable at all (including the possibility of contract default, the effects of local weather conditions, the
possibility of local or national strikes and the possibility of shortages in materials, building supplies or
energy and fuel for equipment);

* the risk that, upon completion of construction, we may not be able to obtain, or obtain on advantageous
terms, permanent financing for activities that we have financed through construction loans; and

* the risk that occupancy levels and the rents that can be charged for a completed project will not be met,
making the project unprofitable,




Our institutional capital management strategy of contributing properties to joint ventures we manage may not
allow us to expand our business and operations as quickly or as profitably as we desire.

In general, our ability to contribute properties to Joint ventures that are part of our institutional capital
Management program on advantageous terms will be dependent upon competition from other managers of similar
Joint ventures, current capital market conditions, including the yield expectations for industrial properties, and
other factors beyond our control. Qur ability to develop and timely lease properties will impact our ability to
contribute these properties. Continued access to private and public debt and equity capital by these joint ventures
is necessary in order for us to pursue our strategy of contributing properties to the joint ventures. Should we not
have sufficient properties available that meet the investment criteria of current or future joint ventures, or shouid
the joint ventures have limited or no access to capital on favorable terms, then these contributions could be
delayed resulting in adverse effects on our liquidity and on our ability to meet projected earnings levels in a
particular reporting period. Failure to meet our projected earnings levels in a particular reporting period could
have an adverse effect on our results of operations, distributable cash flows and on the value of our common
stock. Further, our inability to redeploy the proceeds from our divestitures in accordance with our investment
strategy could have an adverse effect on our results of operations, distributabie cash flows, our ability to meet our
debt obligations in a timely manner and the value of our common stock in subsequent periods.

We depend on key personnel,

Our success depends to a significant degree upon the continued contributions of certain key personnel including,
but not limited to, our management group, each of whom would be difficult to replace. If any of our key
personnel were to cease employment with us, our operating results could suffer. Our ability to retain our
management group or to attract suitable replacements should any members of the management group leave is
dependent on the competitive nature of the employment market. The loss of services from key members of the
management group or a limitation in their availability could adversely impact our financial condition and cash
flows. Further, such a loss could be negatively perceived in the capital markets. We have not obtained and do not
expect to obtain key man life insurance on any of our key personne],

We also believe that, as we expand, our future success depends, in large part, upon our ability to hire and retain
highly skilled managerial, investment, financing, operational and marketing personnel. Competition for such
personnel is intense, and we cannot assure our stockholders that we will be successful in attracting and retaining
such skilled personnel.

Our operating results and financial condition could be adversely affected if we do not continue to have access
to capital on favorable terms,

As a REIT, we must meet certain annual distribution requirements. Consequently, we are largely dependent on
external capital to fund our development and acquisition activities. Further, in order to maintain our REIT status
and avoid the payment of income and excise taxes, we may need to borrow funds on a short-term basis to meet
the REIT distribution requirements even if the then-prevailing market conditions are not favorable for these
borrowings. These short-term borrowing needs could result from differences in timing between the actual receipt
of cash and inclusion of income for U.S. federal income tax purposes or the effect of non-deductible capital
expenditures, the creation of reserves or required debt or amortization payments. We have been accessing public
equity capital through our prior continuous public offerings, the proceeds of which we have used 1o acquire and
develop properties. Qur ability to access capital in this manner, or at all, is dependent upon a number of factors,
including general market conditions and competition from other real estate companies. To the extent that capital
is not available to acquire or develop properties, profits may not be realized or their realization may be delayed,
which could result in an earnings stream that is less predictable than some of our competitors and result in us not
meeting our projected earnings and distributable cash flow levels in a particular reporting period. Failure to meet
our projected earnings and distributable cash flow levels in a particular reporting period could have an adverse
effect on our financial condition and on the market price of our common stock.




Actions of our joint venture partners could negatively impact our performance.

Our organizational documents do not limit the amount of available funds that we may invest in partnerships,
limited liability companies or joint ventures, and we intend to continue to develop and acquire properties through
joint ventures, limited liability companies and partnerships with other persons or entities when warranted by the
circumstances. Such partners may share certain approval rights over major decisions. Such investments may
involve risks not otherwise present with other methods of investment in real estate, including. but not limited to:

* that our co-member, co-venturer or partner in an investment might become bankrupt, which would mean
that we and any other remaining general partners, members or co-venturers would generally remain
liable for the partnership’s, limited liability company’s or joint venture’s liabilities;

*  that such co-member, co-venturer or partner may at any time have economic or business interests or
goals which are or which become inconsistent with our business interests or goals;

* that such co-member, co-venturer or partner may be in a position 1o take action contrary to our
instructions or requests or contrary to our policies or objectives, including our current policy with
respect to maintaining our quatification as a REIT:

* that, if our partners fail to fund their share of any required capital contributions, we may be required to
contribute such capital;

* that joint venture, limited liability company and partnership agreements often restrict the transfer of &
co-venturer’s, member’s or partner’s interest or may otherwise restrict our ability to sell the interest
when we desire or on advantageous terms;

* that our relationships with our partners, co-members or co-venturers are contractual in nature and may
be terminated or dissolved under the terms of the agreements and, in such event, we may not continuc to
own or operate the interests or assets underlying such relationship or may need (o purchase such
interests or assels at an above-market price to continue ownership;

* that disputes between us and our partners, co-members or co-venturers may result in litigation or
arbitration that would increase our expenses and prevent our officers and directors from focusing their
time and effort on our business and result in subjecting the properties owned by the applicable
partnership, limited liability company or joint venture to additional risk; and

* that we may in certain circumstances be liable for the actions of our pariners, co-members or
co-venturers.

We generally seck to maintain sufficient control of our partnerships, limited liability companies and joint
ventures (o permit us to achieve our business objectives; however, we may not be able to do so, and the
occurrence of one or more of the events described above could adversely affect our financial condition, results of
operations, cash flows and ability 1o pay distributions on, and the market price of, our common stock.

If we invest in a limited partnership as a general partner we could be responsible for all liabilities of such
partnership.

In some joint ventures or other investments we may make, if the entity in which we invesl is a limited
partnership, we may acquire all or a portion of our interest in such partnership as a general partner. As a general
partner, we could be liable for all the liabilities of such partnership. Additionally, we may be required to take our
interests in other investments as a non-managing general partner. Consequently, we would be potentially liable
for all such liabilities without having the same rights of management or contro] over the operation of the
partnership as the managing general partner or partners may have. Therefore, we may be held responsible for all
of the liabilities of an entity in which we do not have full management rights or control, and our {iability may far
exceed the amount or value of the investment we initialty made or then had in the partnership.




Investment in us may be subject to additional risks if we make international investments.

We intend 1o expand our operations into selected international markets in the future, including Mexico. Any such
investment could be affected by factors peculiar to the laws and business practices of the jurisdictions in which
the properties are located. These laws may expose us to risks that are different from and in addition to those
commonly found in the United States. Foreign investments could be subject to the following risks:

* changing governmental rules and policies, including changes in land use and zoning laws:

*  enactment of laws relating to the foreign ownership of real property or mortgages and laws restricting
the ability of foreign persons or companies to remove profits earned from activities within the country to
the person’s or company's country of origin;

* variations in currency exchange rates;

*  adverse market conditions caused by terrorism, civil unrest and changes in national or local
governmental or economic conditions:

* the willingness of domestic or foreign lenders to make mortgage loans in certain countries and changes
in the availability, cost and terms of mortgage funds resulting from varying national economic policies;

* the imposition of unique tax structures and changes in real estate and other tax rates and other operating
expenses in particular countries;

*  general political and economic instability;

* our limited experience and expertise in foreign countries relative to our experience and expertise in the
United States; and

* more stringent environmental laws or changes in such laws, or environmental consequences of less
stringent environmental management practices in foreign countries relative to the United States.

We may be exposed to risks to which we have not historically been exposed.

The Internalization may expose us to risks to which we have not historically been exposed. Excluding the effect
of the eliminated asset management fees, our direct overhead, on a consolidated basis, will increase as a result of
becoming self-advised. If we fail to raise and/or invest additional capital, or if the performance of our properties
declines, we may not be able to cover this new overhead. Prior to the Internalization, the responsibility for such
overhead was borne by our Former Advisor.

Prior to the Internalization, we did not directty employ any employees. As a result of the Internalization, we now
directly employ persons who were associated with our Former Advisor or its affiliates. As their employer, we
will be subject to those potential liabilities that are commonly faced by employers, such as workers disability and
compensation claims, potential labor disputes and other employee-related liabilities and grievances, and we will
bear the costs of the establishment and maintenance of such plans,

The availability and timing of cash distributions is uncertain.

We expect to continue to pay quarterly distributions 10 our stockholders. However, we bear all expenses incurred
by our operations, and our funds generated by operations, after deducting these €xpenses, may not be sufficient to
cover desired levels of distributions to our stockholders. In addition, our board of directors, in its discretion, may
retain any portion of such cash for working capital. We cannot assure our stockholders that sufficient funds will
be available to pay distributions,

We may have difficulty funding our distributions with our available cash flows.

As a growing company, to date we have funded our quarterly distributions to investors with available cash flows
and, to a lesser extent, with borrowings under our senior credit facility and other borrowings. Qur corporate
strategy is to fund the payment of quarterly distributions to our stockholders entirely from available cash flows.
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However, we may continue to fund our quarterly distributions to investors from a combination of available cash
flows and financing proceeds. In the event we are unable to consistently fund future quarterly distributions to
investors entirely from available cash flows, net of recurring capital expenditures, the value of the Company’s
shares may be negatively impacted.

Adverse economic and geopolitical conditions could negatively affect our returns and profuability.
Among others, the following market and economic challenges may adversely affect our operating results:

* poor economic times may result in tenant defaults under our leases and reduced demand for industrial
space:

* overbuilding may increase vacancies; and

* maintaining occupancy levels may require increased concessions, tenant improvement expenditures or
reduced rental rates.

Qur operations could be negatively affected to the extent that an economic downturn is prolonged or becomes
more severe,

Events or occurrences that affect areas in which our properties are geographically concentrated may impact
financial results.

[n addition to general, regional, national and international economic conditions, our operating performance is
impacted by the economic conditions of the specific markets in which we have concentrations of properties. We
have significant holdings in the following markets of our consolidated portfolio: Atianta, Cincinnati, Columbus,
Dallas and Memphis. Our operating performance could be adversely affected if conditions become less favorable
in any of the markets in which we have a concentration of properties.

Our business could be adversely impacted if we have deficiencies in our disclosure controls and procedures or
internal control over financial reporting.

The design and effectiveness of our disclosure controls and procedures and internal control over financial
reporting may not prevent all errors, misstatements or misrepresentations. While management will continue to
review the effectiveness of our disclosure controls and procedures and internal control over financial reporting,
there can be no guarantee that our internal control over financial reporting will be effective in accomplishing all
control objectives all of the time. Deficiencies, including any material weakness, in our internal control over
financial reporting which may occur in the future could result in misstatements of our results of operations,
restatements of our financial statements, a decline in our stock price, or otherwise materially adversely affect our
business, reputation, results of operations, financial condition or liquidity.

RISKS RELATED TO CONFLICTS OF INTEREST
We may compete with our affiliates for properties.

Although we became self-advised in connection with the Internalization, we are still subject 1o certain conflicts
of interest. Certain of our affiliates could seek to acquire properties that could salisfy our acquisition criteria,
While certain of our current and former affiliates have agreed not to engage in activities within North America
relating to the ownership, acquisition, development or management of industrial properties until October 10,
2009, such agreements are subject to certain exceptions. As such, we may encounter situations where we would
be bidding against an affiliate or teaming with an affiliate for a joint bid.

Our Executive Chairman has competing demands on his time and attention.

‘Tom Wattles, our Executive Chairman, owns a portion of the parent company of Dividend Capital Total Realty
Trust Inc.’s, or DCTRT, external advisor and has similar ownership of, and serves as a manager for, other
affitiates of DCAG. He devotes a majority of his time to us but does not work full time for us.
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long period of time, we may suffer reduced revenues resulting in less cash available to be distributed to
stockholders. In addition, the resale value of a property could be diminished because the market value of a
particular property will depend principally upon the value of the leases of such property,

We may not have funding for future tenant improvements.

When a tenant at one of our properties does not renew its lease or otherwise vacates its space in one of our
buildings, it is likely that, in order to attract one or more new tenants, we will be required to expend funds to
construct new tenant improvements in the vacated space. Although we intend to manage our cash position or
financing availability to pay for any improvements required for re-leasing, we cannot assure our stockholders that
we will have adequate sources of funding available to us for such purposes in the future.

If our tenants are highly leveraged, they may have a higher possibility of filing for bankruptcy or insolvency.

Of our tenants that experience downturns in their operating results due to adverse changes to their business or
economic conditions, those that are highly leveraged may have a higher possibility of filing for bankruptey or
insolvency. In bankruptey or insolvency, a tenant may have the option of vacating a property instead of paying
rent. Until such a property is released from bankruptcy, our revenues would be reduced and could cause us to
reduce distributions to stockholders, We may have highly leveraged tenants in the future.

The fact that real estate investments are not as liquid as other types of assets may reduce economic returns to
investors.

Real estate investments are not as liquid as other types of investments, and this lack of liquidity may limit our
ability to react promptly to changes in economic or other conditions. In addition, significant expenditures
associated with real estate investments, such as mortgage payments, real estate taxes and maintenance costs, are
generally not reduced when circumstances cause a reduction in income from the investments. In addition, we
intend to comply with the safe harbor rules relating to the number of properties that can be disposed of in a year,
the tax bases and the costs of improvements made to these properties, and meet other tests which enable a REIT
to avoid punitive taxation on the sale of assets. Thus, our ability at any time 1o sell assets or contribute assets to
property funds or other entities in which we have an ownership interest may be restricted. This lack of liquidity
may limit our ability to vary our portfolio promptly in response to changes in economic or other conditions and,
as a result, could adversely affect our financial condition, results of operations, cash flows and our ability to pay
distributions on, and the market price of, our common stock.

Delays in acquisition and development of properties may have adverse effects.

Delays we encounter in the selection, acquisition and dévelopmem of properties could adversely affect our
returns. Where properties are acquired prior to the start of construction, it will typically take 12 to 18 months to
complete construction and lease available space. Therefore, there could be delays in the payment of cash
distributions attributable to those particular properties.

Development and construction of properties may incur delays and increased costs and risks.

In connection with our development strategy, we may acquire raw land upon which we will develop and
construct improvements at a fixed contract price. In any such projects we will be subject to risks relating to the
builder’s ability to control construction costs or 1o build in conformity with plans, specifications and timetables,
The builder’s failure to perform may result in legal action by us to rescind the purchase or construction contract
or to enforce the builder’s obligations. Performance may also be affected or delayed by conditions beyond the
builder’s control. Delays in completion of construction could also give tenants the right to terminate
preconstruction leases for space at a newly developed project. We may incur additional risks when we make
periodic progress payments or other advances to such builders prior to completion of construction. Each of these
factors could result in increased costs of a project or loss of our investment. In addition, we will be subject to
normal lease-up risks relating to newly constructed projects if they are not fully leased prior to the
commencement of construction. Furthermore, the price we agree to for the land will be based on projections of
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rental income and expenses and estimates of construction costs as well as the fair market value of the property
upon completion of construction. If our projections are inaccurate, we may pay oo much for the land and fail to
achieve our forecast of returns due to the factors discussed above.

Acquired properties may be located in new markets where we may face risks associated with investing in an
unfamiliar market.

We have acquired, and may continue to acquire, properties in markets that are new to us. When we acquire
propertics located in these markets, we may face risks associated with a Jack of market knowledge or
understanding of the local economy, forging new business relationships in the area and unfamiliarity with local
government and permitting procedures. We work 1o mitigate such risks through extensive diligence and research
and associations with experienced partners; however, there can be no guarantee that all such risks will be
eliminated.

Uninsured losses relating to real property may adversely affect our returns.

We attempl to ensure that all of our properties are adequately insured to cover casualty losses. However, there are
certain losses, including losses from floods, earthquakes, acts of war, acts of terrorism or riots, that are not
generally insured against or that are not generally fully insured against because it is not deemed economically
feasible or prudent to do so. In addition, changes in the cost or availability of insurance could expose us to
uninsured casualty losses. In the event that any of our properties incurs a casualty loss that is not fully covered by
insurance, the value of our assets will be reduced by the amount of any such uninsured loss, and we could
experience a significant loss of capital invested and potential revenues in these properties and could potentially
remain obligated under any recourse debt associated with the property. Moreover, as the general partner of our
operating partnership, we generally will be liable for all of our operating partnership’s unsatisfied recourse
obligations, including any obligations incurred by our operating partnership as the general partner of joint
ventures. Any such losses could adversely affect our financial condition, results of operations, cash flows and
ability to pay distributions on, and the market price of, our common stock. In addition, we may have no source of
funding to repair or reconstruct the damaged property, and we cannot assure that any such sources of funding will
be available to us for such purposes in the future.

A number of our consolidated operating properties are located in areas that are known to be subject to earthquake
activity. Properties located in active seismic areas include properties in Northern California, Southern Califomnia,
Memphis and Seattle. We carry replacement-cost earthquake insurance on all of our properties located in areas
historically subject to seistic activity, subject to coverage limitations and deductibles that we believe are
commercially reasonable. We evaluate our earthquake insurance coverage annually in light of current indusiry
practice through an analysis prepared by outside consultants.

A number of our properties are located in Miami and Orlando, which are areas that are known to be subject to
hurricane and/or flood risk. We carry replacement-cost hurricane and flood hazard insurance on all of our
properties located in areas historically subject to such activity, subject to coverage limitations and deductibles
that we believe arc commercially reasonable. We evaluate our insurance coverage annually in light of current
industry practice through an analysis prepared by outside consultants.

Contingent or unknown liabilities could adversely affect our financial condition.

We have acquired, and may in the future acquire, properties, or may have previously owned properties, subject to
liabilities and without any recourse, or with only limited recourse, with respect to unknown liabilities. As a
result, if a liability were asserted against us based upon ownership of any of these entities or properties, then we
might have to pay substantial sums to settle it, which could adversely affect our cash flows, Unknown liabilities
with respect to entities or properties acquired might inctude:

* liabilities for clean-up or remediation of adverse environmental conditions:

* accrued but unpaid liabilities incurred in the ordinary course of business;
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* tax liabilities; and

* claims for indemnification by the general partners, officers and directors and others indemnified by the
former owners of the properties.

Environmentally hazardous conditions may adversely affect our operating results.

Under various federal, state and local environmental laws, a current or previous owner or operator of real
property may be liable for the cost of removing or remediating hazardous or toxic substances on such property.
Such laws often impose ltability whether or not the owner or operator knew of, or was responsible for, the
presence of such hazardous or toxic substances. Even if more than one person may have been responsible for the
contamination, each person covered by the environmental laws may be held responsibie for all of the clean-up
costs incurred. In addition, third parties may sue the owner or operator of a site for damages based on personal
injury, natural resources or property damage or other costs, including investigation and clean-up costs, resulting
from the environmental contamination, The presence of hazardous or toxic substances on one of our properties,
or the failure to properly remediate a contaminated property, could give rise to a lien in favor of the government
for costs it may incur to address the contamination, or otherwise adversely affect our ability to selt or lease the
property or borrow using the property as collateral. Environmental laws also may impose restrictions on the
manner in which property may be used or businesses may be operated. A property owner who violates
environmental laws may be subject to sanctions which may be enforced by governmental agencies or, in certain
circumstances, private parties. In connection with the acquisition and ownership of our properties, we may be
exposed to such costs. The cost of defending against environmental claims, of compliance with environmental
regulatory requirements or of remediating any contaminated property could materially adversely affect our
business, assets or results of operations and, consequently, amounts available for distribution to our stockholders.

Environmental laws in the U.S. also require that owners or operators of buildings containing asbestos properly
manage and maintain the asbestos, adequately inform or train those who may come into contact with asbestos
and undertake special precautions, including removal or other abatement, in the event that asbestos is disturbed
during building renovation or demolition. These laws may impose fines and penalties on building owners or
operators who fail to comply with these requirements and may allow third parties to seek recovery from owners
or operators for personal injury associated with exposure to ashestos. Some of our properties may contain
asbestos-containing building materials.

We invest in properties historically used for industriat, manufacturing and commercial purposes. Some of these
properties contain, or may have contained, underground storage tanks for the storage of petroleum products and
other hazardous or toxic substances. All of these operations create a potential for the release of petroleum
products or other hazardous or toxic substances. Some of our properties are adjacent to or near other properties
that have contained or currently contain underground storage tanks used to store petroleum products or other
hazardous or toxic substances. In addition, certain of our properties are on or are adjacent to or near other
properties upon which others, including former owners or tenants of our propertics, have engaged. or may in the
future engage, in activities that may release petroleum products or other hazardous or toxic substances,

We maintain a portfolio environmental insurance policy that provides coverage for potential environmental
liabilities, subject 1o the policy’s Coverage conditions and limitations, for most of our properties. From time to
time. we may acquire properties, or interests in properties, with known adverse environmental conditions where
we believe that the environmental liabilities associated with these conditions are quantifiable and that the
acquisition will yield a superior risk-adjusted return. In such an instance, we underwrite the costs of
environmental investigation, clean-up and monitoring into the cost. Further, in connection with property
dispositions, we may agree to remain responsible for, and to bear the cost of, remediating or monitoring certain
environmental conditions on the properties.

All of our properties were subject to a Phase I or similar environmental assessment by independent
environmental consultants at the time of acquisition. Phase ! assessments are intended 1o discover and evaluate
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information regarding the environmental condition of the surveyed property and surrounding properties. Phase |
assessments generally include a historical review, a public records review, an investigation of the surveyed site
and surrounding properties, and preparation and issuance of a written report, but do not include soil sampling or
subsurface investigations and typically do not include an asbestos survey. While some of these assessments have
led to further investigation and sampling, none of our environmental assessments of our properties have revealed
an environmental liability that we believe would have a material adverse effect on our business, financial
condition or results of operations taken as a whole. However, we cannot give any assurance that such conditions
do not exist or may not arise in the future. Material environmental conditions, liabilities or compliance concerns
may arise after the environmental assessment has been completed. Moreover, there can be no assurance that

(i) future laws, ordinances or regulations will not impose any material environmental liability or (ii) the current
environmental condition of our properties will not be affected by tenants, by the condition of land or operations
in the vicinity of our properties (such as releases from underground storage tanks), or by third parties unrelated to
us.

Costs of complying with governmental laws and regulations may adversely affect our income and the cash
available for any distributions.

All real property and the operations conducted on real property are subject to federal, state and tocal laws and
regulations relating to environmental protection and human health and safety. Tenants’ ability 1o operate and to
generate income to pay their lease obligations may be affected by permitting and compliance obligations arising
under such laws and regulations. Some of these laws and regulations may impose joint and several liability on
tenants, owners or operators for the costs to investigate or remediate contaminated properties, regardless of fault
or whether the acts causing the contamination were legal. Leasing properties to tenants that engage in industriai,
manufacturing, and commercial activities will cause us to be subject to the risk of liabilities under cavironmental
laws and regulations. In addition, the presence of hazardous or toxic substances. or the failure to properly
remediate these substances, may adversely affect our ability to sell, rent or pledge such property as collateral for
future borrowings.

Some of these laws and regulations have been amended so as to require compliance with new or more stringent
standards as of future dates. Compliance with new or more stringent laws or regulations or stricter interpretation
of existing laws may require us to incur material expenditures. Future laws, ordinances or regulations may
impose material environmental liability. Additionally, our tenants’ operations, the existing condition of land
when we buy it, operations in the vicinity of our properties, such as the presence of underground storage tanks, or
activities of unrelated third parties may affect our propertics. In addition, there are various local, state and federal
fire, health, life-safety and similar regulations with which we may be required to comply and which may subject
us to liability in the form of fines or damages for noncompliance. Any material expenditures, fines or damages
we must pay will reduce our ability to make distributions and may reduce the value of our common stock.

In addition, changes in these laws and governmental regulations, or their interpretation by agencies or the courts,
could cccur.

Compliance or failure to comply with the Americans with Disabilities Act and other similar regulations could
result in substantial costs.

Under the Americans with Disabilities Act, places of public accommodation must meet certain federal
requiremnents related to access and use by disabled persons. Noncompliance could result in the imposition of
fines by the federal government or the award of damages to private litigants. If we are required to make
unanticipated expenditures to comply with the Americans with Disabilities Act, including removing access
barriers, then our cash flows and the amounts available for distributions to our stockholders may be adversely
affected. While we believe that our properties are currently in material compliance with these regulatory
requirements, the requirements may change or new requirements may be imposed that could require significant
unanticipated expenditures by us that will affect our cash flows and results of operalions.
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We own several of our properties subject to ground leases that expose us to the loss of such properties upon
breach or termination of the ground leases and ma y limit our ability to sell these properties.

We own several of our properties through leasehold interests in the land underlying the buildings and we may
acquire additional buildings in the future that are subject to similar ground leases. As lessee under a ground lease,
we are exposed Lo the possibility of losing the property upon termination, or an earlier breach by us, of the
ground lease, which may have a material adverse effect on our business, financial condition and results of
operations, our ability to make distributions to our stockholders and the trading price of our common stock.

Our ground leases contain certain provisions that may limit our ability to sell certain of our properties. In order to
assign or transfer our rights and obligations under certain of our ground leases, we generally must obtain the
consent of the landlord which, in turn, could adversely impact the price realized from any such sale.

We may be unable to sell a property if or when we decide to do so, including as a result of uncertain market
conditions, which could adversely affect the return on an investment in our common stock.

We expect to hold the various real properties in which we invest until such time as we decide that a sale or other
disposition is appropriate given our investment objectives. Our ability to dispose of properties on advantageous
terms depends on factors beyond our control, including competition from other sellers and the availability of
attractive financing for potential buyers of our properties. We cannot predict the various market conditions
affecting real estate investments which will exist at any particular time in the future. Due to the uncertainty of
market conditions which may affect the future disposition of our properties, we cannot assure our stockholders
that we will be able to sell our properties at a profit in the future, Accordingly, the extent to which our
stockholders will receive cash distributions and realize potential appreciation on our real estate investments will
be dependent upon fluctuating market conditions.

Furthermore, we may be required to expend funds to correct defects or 1o make improvements before a property
can be sold. We cannot assure our stockholders that we will have funds available to correct such defects or to
make such improvements.

In acquiring a property, we may agree to restrictions that prohibit the sale of that property for a period of time or
impose other restrictions, such as a limitation on the amount of debt that can be placed or repaid on that property.
These provisions would restrict our ability to sell a property.

If we sell properties and provide financing to purchasers, defaults by the purchasers would adversely affect
our cash flows,

If we decide to sell any of our properties, we presently intend 1o use our best efforts to sell them for cash.
However, in some instances we may sell our properties by providing financing to purchasers. If we provide
financing to purchasers, we will bear the risk that the purchaser may default, which could negatively impact our
cash distributions to stockholders and result in litigation and related expenses. Even in the absence of a purchaser
default, the distribution of the proceeds of sales 1o our stockholders, or their reinvestment in other assets, will be
delayed until the promissory notes or other property we may accepl upon a sale are actually paid, sold, refinanced
or otherwise disposed of,

We may acquire properties with “lock-out” provisions which may affect our ability to dispose of the properties.

We may acquire properties through contracts that could restrict our ability to dispose of the property for a period
of time. These “lock-out™ provisions could affect our ability to turn our investments into cash and could affect
cash available for distributions to our stockholders. Lock-out provisions could also impair our ability to take
actions during the lock-out period that would otherwise be in the best interest of our stockholders and, therefore,
may have an adverse impact on the value of our common stock relative to the value that would result if the
lock-out provisions did not exist.
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RISKS RELATED TO OUR DEBT FINANCINGS

Our operating results and financial condition could be adversely affected if we are unable to make required
payments on our debt.

Our charter and bylaws do not limit the amount or percentage of indebtedness that we may incur, and we are
subject to risks normally associated with debt financing, including the risk that our cash flows will be insufficient
to meet required payments of principal and interest, There can be no assurance that we will be able to refinance
any maturing indebtedness, that such refinancing would be on terms as favorable as the terms of the maturing
indebtedness or that we will be able to otherwise obtain funds by selling assets or raising equity to make required
payments on maturing indebtedness.

In particular, loans obtained to fund property acquisitions may be secured by first mortgages on such properties.
If we are unable to make our debt service payments as required, a lender could foreclose on the property or
properties securing its debt. This could cause us to lose part or all of our investment, which in turn could cause
the value of our common stock and distributions payable to stockholders to be reduced. Certain of our existing
and future indebtedness is and may be cross-collateralized and, consequently, a default on this indebtedness
could cause us to lose part or all of our investment in multiple properties.

Increases in interest rates could increase the amount of our debt payments and adversely affect our ability to
make distributions to our stockholders.

We have incurred and may continue to incur variable rate debt whereby increases in interest rates raise our
interest costs, which reduces our cash flows and our ability to make distributions to our stockholders. If we are
unable to refinance our indebtedness at maturity or meet our payment obligations, the amount of our distributable
cash flows and our financial condition would be adversely affected, and we may lose the property securing such
indebtedness. In addition, if we need to repay existing debt during periods of rising interest rates, we could be
required to liquidate one or more of our investments in properties at times which may not permit realization of
the maximum return on such investments.

Covenants in our credit agreements could limit our flexibility and adversely affect our financial condition.

The terms of our senior credit facilities and other indebtedness require us to comply with a number of customary
financial and other covenants, such as covenants with respect to consolidated leverage, net worth and
unencumbered assets. These covenants may limit our flexibility in our operations, and breaches of these
covenants could result in defaults under the instruments governing the applicable indebtedness even if we have
satisfied our payment obligations. As of December 31, 2006, we had certain non-recourse, secured loans which
are cross-collateralized by multiple properties. If we default on any of these loans we may then be required to
repay such indebtedness, together with applicable prepayment charges, to avoid foreclosure on all cross-
collateralized properties within the applicable pool. In addition, our senior credit facilities contain certain cross-
default provisions which are triggered in the event that our other material indebtedness is in default. These cross-
default provisions may require us to repay or restructure the senior credit facilities in addition to any mortgage or
other debt that is in default. If our properties were foreclosed upon, or if we are unable to refinance our
indebtedness at maturity or meet our payment obligations, the amount of our distributable cash flows and our
financtal condition would be adversely affected.

If we enter into financing arrangements involving balloon payment obligations, it may adversely affect our
ability to make distributions.

Some of our financing arrangements require us to make a lump-sum or *balloon™ payment at maturity, Qur
ability to make a balloon payment at maturity is uncertain and may depend upon our ability to obtain additional
financing or our ability to sell the property. At the time the balloon payment is due, we may or may not be able to
refinance the existing financing on terms as favorable as the original loan or sell the property at a price sufficient
to make the balloon payment. The effect of a refinancing or sale could affect the rate of return to stockholders
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and the projected time of disposition of our assets. In addition, payments of principal and interest made to service
our debts may leave us with insufficient cash to pay the distributions that we are required to pay to maintain our
qualification as a REIT.

High interest rates may make it difficult Jor us to finance or refinance properties, which could reduce the
number of properties we can acquire and the amount of cash distributions we can make.

If debt is unavailable at reasonable rates, we may not be able to finance the purchase of properties. If we place
mortgage debt on properties, we run the risk of being unable to refinance such debt when the loans come due or
of being unable to refinance such debt on favorable terms, If interest rates are higher when we refinance such
debt, our income could be reduced. We may be unable to refinance such debt at appropriate times, which may
require us to sell properties on terms that are not advantageous to us or could result in the foreclosure of such
properties. If any of these events occur, our cash flows would be reduced. This, in turn, would reduce cash
available for distribution 10 our stockholders and may hinder our ability to raise more capital by issuing more
stock or by borrowing more money.

Our hedging strategies may not be successful in mitigating our risks associated with interest rates and could
reduce the overall returns on investment in our common stock.

We use various derivative financial instruments to provide a level of protection against interest rate risks, but no
hedging strategy can protect us completely. These instruments involve risks, such as the risk that the
counterparties may fail to honor their obligations under these arrangements, that these arrangements may not be
effective in reducing our exposure to interest rate changes and that a court could rule that such agreements are
not legally enforceable. These instruments may also generate income that may not be treated as qualifying REIT
income for purposes of the 75% or 95% REIT income tests. In addition, the nature and timing of hedging
transactions may influence the effectiveness of our hedging strategies. Poorly designed strategies or improperly
executed transactions could actually increase our risk and losses. Moreover, hedging strategies involve
transaction and other costs. We cannot assure our stockholders that our hedging strategy and the derivatives that
we use will adequately offset the risk of interest rate volatility or that our hedging transactions will not result in
losses that may reduce the overall return on investment in our common stock.

RISKS RELATED TO OUR CORPORATE STRUCTURE

Our charter and Maryland law contain provisions that may delay, defer or prevent a change of control
fransaction.

Our charter contains a 9.8% ownership limit.

Our charter, subject to certain exceptions, authorizes our directors to take such actions as are necessary and
desirable to preserve our qualification as a REIT and to limit any person to actual or constructive ownership of
no more than 9.8% by value or number of shares, whichever is more restrictive, of any class or series of our
outstanding shares of our capital stock. Our board of directors, in its sole discretion, may exempt, subject to the
satisfaction of certain conditions, any person from the ownership limit. However, our board of directors may not
grant an exemption from the ownership limit to any person whose ownership, direct or indirect, in excess of 9.8%
by value or number of shares of any class or series of our outstanding shares of our capital stock could jeopardize
our status as a REIT. These restrictions on transferability and ownership will not apply if our board of directors
determines that it is no longer in our best interests to attempt to qualify, or to continue to qualify, as a REIT. The
ownership limit may delay or impede a transaction or a change of control that might involve a premium price for
our common stock or otherwise be in the best interest of our stockholders.

We could authorize and issue stock without stockholder approval.

Our board of directors could, without stockholder approval, issue authorized but unissued shares of our common
stock or preferred stock and amend our charter to increase or decrease the aggregate number of shares of stock or
the number of shares of stock of any class or series that we have authority to issue. In addition, our board of
directors could, without stockholder approval, classify or reclassify any unissued shares of our common stock or
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preferred stock and set the preferences, rights and other terms of such classified or reclassified shares, Our board
of directors could establish a series of stock that could, depending on the terms of such series, delay, defer or
prevent a transaction or change of control that might involve a premium price for our common stock or otherwise
be in the best interest of our stockholders.

Majority stockholder vote may discourage changes of control,

If declared advisable by our board of directors, our stockhotders may take some actions, including approving
amendments to our charter, by a vote of a majority or, in certain circumstances, two thirds of the shares
outstanding and entitled to vote. If approved by the holders of the appropriate number of shares, all actions taken
would be binding on ali of our stockholders. Some of these provisions may discourage or make it more difficult
for another party to acquire control of us or to effect a change in our operations.

Provisions of Maryland law may limit the ability of a third party to acquire control of our company.

Certain provisions of Maryland law may have the effect of inhibiting a third party from making a proposal to
acquire us or of impeding a change of control under certain circumstances that otherwise could provide the
holders of shares of our common stock with the opportunity to realize a premium over the then prevailing market
price of such shares, including:

* “business combination” provisions that, subject to limitations, prohibit certain business combinations
between us and an “interested stockholder” (defined generally as any person who beneficially owns 10%
or more of the voting power of our shares or an affiliate thereof) for five years after the most recent date
on which the stockholder becomes an interested stockholder and thereafter would require the
recommendation of our board of directors and impose special appraisal rights and special stockholder
voting requirements on these combinations; and

* “control share” provisions that provide that “control shares” of our company (defined as shares which,
when aggregated with other shares controlled by the stockholder, entitie the stockholder to exercise one
of three increasing ranges of voting power in electing directors) acquired in a “control share acquisition”
(defined as the direct or indirect acquisition of ownership or control of “control shares™) have no voting
rights except to the extent approved by our stockholders by the affirmative vote of at least two-thirds of
all the votes entitled to be cast on the matter, excluding all interested shares.

We have opted out of these provisions of Maryland law with respect to any person, provided, in the case of
business combinations, that the business combination is first approved by our board of directors. However, our
board of directors may opt in to the business combination provisions and the control share provisions of
Maryland law in the future.

Additionaily, Title 8, Subtitle 3 of the Maryland Generat Corporation Law, or MGCL, permits our board of directors,
without stockholder approval and regardless of what is currently provided in our charter or our bylaws, to implement
takeover defenses, some of which (for example, a classified board) we do not currently have. These provisions may
have the effect of inhibiting a third party from making an acquisition proposal for our company or of delaying,
deferring or preventing a change in control of our company under circumstances that otherwise could provide the
holders of our common stock with the opportunity to realize a premium over the then-current market price.

Our charter, our bylaws, the limited partnership agreement of our operating partnership and Maryland law also
contain other provisions that may delay, defer or prevent a transaction or a change of control that might involve a
premium price for our common stock or otherwise be in the best interest of our stockholders.

Our board of directors can take many actions without stockholder approval.

Our board of directors has overall authority to oversee our operations and determine our major corporate policies.
This authority includes significant flexibility. For example, our board of directors can do the following:

*  within the limits provided in our charter, prevent the ownership, transfer and/or accumulation of shares
in order to protect our status as a REIT or for any other reason deemed to be in the best interests of us
and our stockholders;
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* issue additional shares without obtaining stockholder approval, which could dilute the ownership of our
then-current stockholders;

* amend our charter to increase or decrease the aggregate number of shares of stock or the number of
shares of stock of any class or series, without obtaining stockholder approval;

* classify or reclassify any unissued shares of our common stock or preferred stock and set the
preferences, rights and other terms of such classified or reclassified shares, without obtaining
stockholder approval;

* employ and compensate affiliates;
* direct our resources toward investments that do not ultimately appreciate over time;
* change creditworthiness standards with respect to third-party tenants; and

* determine that it is no longer in our best interests to attempt to qualify, or to continue to qualify, as a
REIT.

Any of these actions could increase our operating expenses, impact our ability to make distributions or reduce the
value of our assets without giving our stockholders the right to vote.

We may change our investment and financing strategies and enter into new lines of business without
stockholder consent, which may result in riskier investments than our current investments.

We may change our investment and financing strategies and enter into new lines of business at any time without
the consent of our stockholders, which could result in our making investments and engaging in business activities
that are different from, and possibly riskier than, the investments and businesses described in this prospectus. A
change in our investment strategy or our entry into new lines of business may increase our exposure to interest
rate and other risks of real estate market fluctuations.

Our rights and the rights of our stockholders to take action against our directors and officers are limited.

Maryland law provides that a director or officer has no liability in that capacity if he or she performs his or her
duties in good faith, in a manner he or she reasonably believes to be in our best interests and with the care that an
ordinarily prudent person in a like position would use under similar circumstances. In addition, our charter
climinates our directors’ and officers’ liabitity to us and our stockholders for money damages except for liability
resulting from actual receipt of an improper benefit or profit in money, property or services or active and
deliberate dishonesty established by a final Judgment and which is material to the cause of action. Our bylaws
require us to indemnify our directors and officers to the maximum extent permitted by Maryland law for liability
actually incurred in connection with any proceeding to which they may be made, or threatened to be made, a
party, except to the extent that the act or omission of the director or officer was material to the matter giving rise
to the proceeding and was either committed in bad faith or was the result of active and deliberate dishonesty, the
director or officer actually received an improper personal benefit in money, property or services, or, in the case
of any criminal proceeding, the director or officer had reasonable cause to believe that the act or omission was
unlawful. As a result, we and our stockholders may have more limited rights against our directors and officers
than might otherwise exist under common law. In addition, we may be obligated to fund the defense costs
incurred by our directors and officers.

RISKS RELATED TO OUR COMMON STOCK

The existence of a large number of outstanding shares and stockholders could negatively affect our stock
price.

As of December 31, 2006, we had approximately 168.4 million shares of common stock issued and outstanding.
All of these shares are freely tradable, although our affiliates are subject to certain volume limitations on trading
under the federal securities laws. Neither we nor any third party have any control over the timing or volume of
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these sales. Prior to the listing on the NYSE, the shares were not listed on any national exchange, and the ability
of stockholders to liquidate their investments was limited. Subsequent to the completion of this offering and our
listing on the NYSE, a large volume of sales of these shares could decrease the prevailing market prices of our
common stock and could impair our ability to raise additional capital through the sale of equity securities in the
future. Even if a substantial number of sales are not effected, the mere perception of the possibility of these sales
could depress the market price of our common stock and have a negative effect on our ability to raise capital in
the future. In addition, anticipated downward pressure on our common stock price due to actual or anticipated
sales of common stock from this market overhang could cause some institutions or individuals to engage in short
sales of our common stock, which may itself cause the price of our stock to decline.

Our distributions to stockholders may change.

Distributions will be authorized and determined by our board of directors in its sole discretion from time to time
and will depend upon a number of factors, including:

* cash available for distribution;

* our results of operations;

* our financial condition, especially in relation to our anticipated future capital needs of our properties;
* the distribution requirements for REITs under the Code;

* our operating expenses; and

* other factors our beard of directors deems relevant.

Consequently, we may not continue our cutrent level of distributions to stockhaolders, and our distribution levels
may fluctuate.

Future offerings of debt securities, which would be senior to our common stock upon liquidation, or equity
securities, which would dilute our existing stockholders and may be senior to our common stock Jor the
purposes of distributions, may adversely affect the market price of our comman stock.

In the future, we may attempt to increase our capital resources by making additional offerings of debt or equity
securities, including commercial paper, medium-term notes, senior or subordinated notes and classes of preferred
or common stock. Upon liquidation, holders of our debt securities and shares of preferred stock and lenders with
respect to other borrowings will receive a distribution of our available assets prior to the holders of our common
stock. Additional equity offerings may dilute the holdings of our existing stockholders or reduce the market price
of our common stock or both. Because our decision to issue securities in any future offering will depend on
market conditions and other factors beyond our control, we cannot predict or estimate the amount, timing or
nature of our future offerings. Thus, our stockholders bear the risk of our future offerings reducing the market
price of our common stock and diluting their proportionate ownership.

Future sales of our common stock by DCAG or its members or other holders of cash flow interests may
adversely affect the fair market value of our common stock.

In the Internalization, the entite outstanding membership interest, and all economic interests, in our Former
Advisor were contributed by DCAG to our operating partnership in exchange for aggregate consideration of
15,111,111 OP Units, which included the modification of the special units held by DCAG inte 7,111,111 QP
Units. The 15,111,111 OP Units represent approximately 7.9% of our outstanding common stock, assuming all
outstanding OP Units are exchanged for shares of common stock on a one-for-one basis as of December 31,
2006. As a result of the Internalization, certain of our directors and officers received, through their membership
intercsts and/or cash flow interests in DCAG, approximately 5.1 million of these OP Units.

In addition, we have entered into a registration rights agreement with DCAG in respect of any shares of common
stock acquired or otherwise owned by or issuable to DCAG or its permitted transferees upon exchange of the
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OP Units issued in the Internalization. In addition, DCAG has agreed not to, without our prior written consent,
offer, sell, contract to sell, pledge or otherwise transfer or dispose of any of the OP Units issued in connection
with the Internalization or securities convertible or exchangeable or exercisable for any such OP Units or enter
into any swap, hedge or other arrangement that transfers, in whole or in part, any of the economic consequences
of ownership of the OP Units issued in connection with the Internalization through January 10, 2008.

Sales of a substantial number of shares of our common stock by DCAG or its members ¢r other holders of cash
flow interests, or the perception that these sales could occur, could adversely affect prevailing prices for shares of
our common stock. These sales might make it more difficuit for us to sell equity securities in the future at a time
and price we deem appropriate.

FEDERAL INCOME TAX RISKS

Failure to qualify as a REIT could adversely affect our aperations and our ability to make distributions.

We operate in a manner so as to qualify as a REIT for U.S. federal income tax purposes. Our qualification as a
REIT will depend on our satisfaction of Numerous requirements (some on an annual and quarterly basis)
established under highly technical and complex provisions of the Code for which there are only limited judicial
or administrative interpretations, and involves the determination of various factual matters and circumstances not
entirely within our control. The fact that we hold substantially all of our assets through our operating partnership
and its subsidiaries further complicates the application of the REIT requirements for us. No assurance can be
given that we will qualify as a REIT for any particular year. If we were to fail to qualify as a REIT in any taxable
year for which a REIT election has been made, we would not be allowed a deduction for dividends paid to our
stockholders in computing our taxable income and would be subject to federal income tax (including any
applicable alternative minimum tax) on our taxable income at corporate rates. Moreover, unless we were to
obtain relief under certain statutory provisions, we would also be disqualified from treatment as a REIT for the
four taxable years following the year during which qualification is lost. This treatment would reduce our net . |
earnings available for investment or distribution to our stockholders because of the additional tax liability to us -
for the years involved. As a result of the-additional tax liability, we might need to borrow funds or liquidate
certain investments on terms that may be disadvantageous to us in order to pay the applicable tax, and therefore
we would not be compelled to make distributions under the Code.

To qualify as a REIT, we must meet annual distribution requirements. ' .

To obtain the favorable tax treatment accorded to REITs, among other requirements, we normally will be

required each year to distribute to our stockholders at least 90% of our REIT taxable income, determined without
regard to the deduction for dividends paid and by excluding net capital gains. We will be subject to federal

income 1ax on our undistributed taxable income and net capital gain. In addition, if we fail to distribute during
each calendar year at least the sum of (a) 85% of our ordinary income for such year, (b) 95% of our capital gain;»
net income for such year, and (c) any undistributed taxable income from prior periods, we will be subject to a 4%
excise tax on the excess of the required distribution over the sum of (i) the amounts actually distributed by us, 1
plus (ii) retained amounts on which we pay income tax at the corporate level. We intend to make distributions to
our stockholders to comply with the requirements of the Code for REITs and to minimize or eliminate our
corporate income tax obligation. However, differences between the recognition of taxable income and the actual .-
receipt of cash could require us to sell assets or borrow funds on a short-term or long-term basis to meet the
distribution requirements of the Code. Certain types of assets generate substantial mismatches between taxable
income and available cash. Such assets include rental real estate that has been financed through financing
structures which require some or all of available cash flows to be used to service borrowings. As a result, the
requirement to distribute a substantial portion of our taxable ipcome could cause us to: (1) sell assets in adverse
market conditions, (2} borrow on unfavorable terms or (3) distribute amounts that would otherwise be invested in
future acquisitions, capital expenditures or repayment of debl,"i_n order to comply with REIT requirements.
Further, amounts distributed will not be available to fund our operations,
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Legislative or regulatory action could adversely affect our stockholders.

In recent years, numerous legislative; judicial and administrative changes have been made to the federal income
tax laws applicable to investments in REITs and similar entities. Additional changes to tax laws are likely to
continue to occur in the future, and we cannot assure our stockholders that any such changes will not adversely
affect the taxation of a stockholder. Any such changes could have an adverse effect on an investment in our
common stock. All stockholders are urged to consult with their tax advisor with respect to the status of
legislative, regulatory or administrative developments and proposals and their potential effect on an investment
in common stock.

Distributions payable by REITs do not qualify for the reduced tax rates that apply to certain other corporate
distributions.

Tax legislation enacted in 2003 and 2006 generally reduces the maximum tax rate for distributions payable by
corporations to individuals to 15% through 2008. Distributions payable by REITs, however, generally continue to
be taxed at the normal rate applicable to the individual recipient rather than the 15% preferential rate, Although
this legislation does not adversely affect the taxation of REITs or dividends paid by REITs, the more favorable
rates applicable to regular corporate distributions could cause investors who are individuals to perceive
investments in REITs to be relatively less attractive than investments in the stocks of non-REIT corporations that
pay distributions, which could adversely affect the value of the stock of REITs, including our common stock.

Recharacterization of transactions under our operating Dpartnership’s private placement may result in a 100%
tax on income from prohibited transactions, which would diminish our cash distributions to our stockholders.

The IRS could recharacterize transactions under our operating partnership’s private placement such that our
operating partnership is treated as the bona fide owner, for tax purpaoses, of properties acquired and resold by the
entity established to facilitate the transaction. Such recharacterization could result in the income realized on these
transactions by our operating partnership being treated as gain on the sale of property that is held as inventory or
otherwise held primarily for the sale to customers in the ordinary course of business. In such event, such gain
would constitute income from a prohibited transaction and would be subject to a 100% tax. If this occurs, our
ability to pay cash distributions to our stockholders will be adversely affected.

In certain circumstances, we may be subject to federal and state income taxes, which would reduce our cash
available for distribution to our stockholders.

Even if we qualify and maintain our status as a REIT, we may be subject to federal income taxes or state taxes.
For example, net income from a “prohibited transaction” will be subject to a 100% tax. In addition, we may not
be able to make sufficient distributions to avoid excise taxes. We may also decide to retain certain gains from the
sale or other disposition of our property and pay income tax directly on such gains. In that event, our
stockholders would be required to include such gains in income and would receive a corresponding credit for
their share of taxes paid by us. We may also be subject to state and local taxes on our income or property, either
directly or at the level of our operating partnership or at the level of the other companies through which we
indirectly own our assets. In addition, any net taxable income earned directly by the taxable REIT subsidiary,
which we refer to as the TRS, we utilize to hold fractional TIC Interests in certain of our properties will be
subject to federal and state corporate income tax. Any federal or state taxes we pay will reduce our cash available
for distribution to our stockholders.

If our operating partnership was classified as a “publicly traded partnership” under the Code, our status as a
REIT and our ability to pay distributions to our stockholders could be adversely affected.

Our operating partnership is organized as a partnership for U.S. federal income tax purposes. Even though our
operating partnership will not elect to be treated as an association taxable as a corporation, it may be taxed as a
corporation if it is deemed to be a “publicly traded [‘)artnership." A publicly traded partnership is a partinership
whose interests are traded on an established securities market or are considered readily tradable on a secondary
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market or the substantial equivalent thereof, We believe and currently intend to take the position that our
operating partnership should not be classified as a publicly traded partnership because interests in our operating
partnership are not traded on an established securities market, and our operating partnership should satisfy certain
safe harbors which prevent a partnership’s interests from being treated as readily tradable on an established
securities market or substantial equivalent thereof. No assurance can be given, however, that the IRS would not
assert that our operating partnership constitutes a publicly traded partnership or that facts and circumstances will
not develop which could result in our operating partnership being treated as a publicly traded partnership. If the
IRS were to assert successfully that our operating partnership is a publicly traded partnership, and substantially
all of our operating partnership’s gross income did not consist of the specified types of passive income, our
operating partnership would be treated as an association taxable as a corporation and would be subject to
corporate tax at the entity level. In such event, the character of our assets and items of gross income would
change and would result in a termination of our status as a REIT. In addition, the imposition of a corporate tax on
our operating partnership would reduce the amount of cash available for distribution to our stockholders.

Certain property transfers may generate prohibited transaction income, resulting in a penalty tax on gain
attributable to the transaction,

From time to time, we may transfer or otherwise dispose of some of our properties, including the contribution of
propetties to our joint venture funds or other commingled investment vehicles. Under the Code, any gain
resulting from transfers of properties that we hold as inventory or primarily for sale to customers in the ordinary
course of business would be treated as income from a prohibited transaction subject to a 100% penalty tax. Since
we acquire properties for investment purposes, we do not believe that our occasional transfers or disposals of
property or our contributions of properties into our joint venture funds, or commingled investment vehicles, are
properly treated as prohibited transactions. However, whether property is held for investment purposes is a
question of fact that depends on all the facts and circumstances surrounding the particular transaction. The IRS
may contend that certain transfers or disposals of properties by us or contributions of properties into our joint
venture funds are prohibited transactions. While we belicve that the IRS would not prevail in any such dispute, if
the IRS were to argue successfully that a transfer or disposition or contribution of property constituted a
prohibited transaction, then we would be required to pay a 100% penaity tax on any gain allocable to us from the
prohibited transaction. In addition, income from a prohibited transaction might adversely affect our ability to
satisfy the income tests for qualification as a real estate investment trust for federal income tax purposes.

Foreign investors may be subject to Foreign Investment Real Property Tax Act, or FIRPTA, tax on sale of
common stock if we are unable to qualify as a “domestically controlled” REIT or if our stock is not considered
to be regularly traded on an established securities market.

A foreign person disposing of a U.S. real property interest, including shares of a U.S. corporation whose assets
consist principally of U.S. real property interests or USRPIs, is generally subject to a tax, known as FIRPTA tax,
on the gain recognized on the disposition. Such FIRPTA tax does not apply, however, to the disposition of stock,,,
in a REIT if the REIT is a “domestically controlled qualified investment entity.” A domestically controlled
qualified investment entity includes a REIT in which, at all times during a specified testing period, less than 50%.
in value of its shares is held directly or indirectly by non-U.S. holders. In the event that we do not constitute a
domestically controlled qualified investment entity, a person’s sale of stock nonetheless will generally not be
subject to tax under FIRPTA as a sale of a USRPL, provided that (1) the stock owned is of a class that is
“regularly traded,” as defined by applicable Treasury regulations, on an established securities market, and (2) the
selling non-U.S. holder held 5% or less of our outstanding stock of that class at all times during a specified
testing period. If we were to fail to so qualify as a domestically controlled qualified investment entity, and our
common stock were to fail 1o be “regularly traded,” gain realized by a foreign investor on a sale of our common
stock would be subject to FIRPTA tax. No assurance can be given that we will be a domestically controlled
qualified investment entity. - ‘

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
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ITEM 2. PROPERTIES

Geographic Distribution

The following table describes the geographic diversification of the properties that we majority owned andfor
controlled (i.e. our consolidated properties) as of December 31, 2006.

Percentage Annualized
Number of Total Number Base Rem
of Percent Occupancy  Annualized Annualized  of per Square  Historical
Markets Buildings Owned  Square Feet Percentage' Base Rent™ Base Rent Leases  Foot Costst!
(in thousands) (in thousands) (in thousands)

Operating Properties:
Atlanta ................. 56 100.0% 6.584 94498 21.828 10.7% 1208 3.51% 306,012
Baltimore/Washington D.C. . 12 100.0% 1.446 88.7% 6.583 3.2% 29 5.13 92,348
Central Pennsylvania ...... 6  100.0% 1.677 100.0% 6,647 3.3% 7 3.96 92,546
Charlotte .. .............. 10 100.0% 1,006 69.2% 2,593 1.3% 18 372 47,486
Chicago ................ 16 100.0% 3.630 91.1% 11,713 5.7% 25 354 187,052
Cincinnati ............... 38 100.0% 5.237 88.7% 16,171 7.9% 88 3.48 221,080
Columbus ............... 14 100.0% 4,072 94.3% 12,250 6.0% 26 319 166,470
Dallast® ... ... ...... 54 100.0% 6,810 89.9% 23,524 11.5% 144 3.84 334,498
Denver .............. ... 1 100.0% 160 100.0% 9209 0.4% 7 5.67 9,679
Houston ................ 34 100.0% 2.453 86.7% 10,647 5.2% 87 5.01 136,409
Indianapolis ........ ..., 8 100.0% 3327 95.5% 9.201 4.5% 18 2.90 109,540
KansasCity ............. i 100.0% 180 100.0% 728 0.4% 1 4.04 9,045
Louisville ............... 2 100.0% 521 100.0% 1,706 0.8% 3 3.27 18,350
Memphis................ 10 100.0% 4,333 94.1% 12,350 6.0% 14 3.03 160,451
Miami ,................. 6 100.0% 727 92.4% 5.187 2.5% 19 7.72 65,940
Minneapolis ............. 3 1000% 356 [00.0% 1,743 0.9% 7 4.89 25,832
Nashville .............., 5 100.0% 2712 92.9% 7.840 38% 7 in 99.005
Newlersey .............. 10 100.0% 1,189 92.8% 6,207 3.0% 27 5.62 88,997
Northern California ... .., 30 100.0% 2.762 98.0% 14,615 7.2% 61 5.40 232,701
Orando................. 12 100.0% 1,226 96.4% 5,320 2.6% 36 4.50 78,972
Phoenix . ................ 14 100.0% 1.632 97.2% 6.579 32% 27 4.15 85.463
San Antonio ............. 15 100.0% 1.349 75.5% 3,607 1.8% 41 3.47 48,343
Seattle .................. 8  100.0% 1,199 100.0% 5.442 2.7% 16 4.54 88.691
Southem California ....... 12 100.0% 1,395 99.8% 7.490 3% 28 5.38 102,827
Subtotal/Weighted

Average .........., ... 377 100.0% 55.983 92.5% 200.880 98.3% 856 3.88 2.807,737
Properties Held for Sale:
Baltimore/ Washington

DC ... 1 100.0% 139 100.0% 2,335 1.1% 3 16.75 30,638
Phoenix. ................ l 100.0% 103 100.0% 1,190 0.6% 1 11.67 13.249
Total/Weighted Avernge—

Operating ’ :

Properties® . ... ., 379 100.0% 56,225 92.5% 204,405 1000% 860 3.93 2,851,624
Properties Under

Development:
Atlanta ................. 2 1000% 688 4.6% 131 100.0% 1 4.15 23,728
Chicago ................ 1 95.0% 175 0.0% N/A N/A — N/A 2.561
Subtotal/Weighted

Average .............. 3 99.0% 863 37% 131 100.0% 1 4.15 26,289
Total/Weighted Avernge—

Consolidated

Properties ............ 382  100.0% 57,088 91.29% 204,536 100.0% 861% 3938 2,877.913

™ Weighted average ownership is based on rentable square feet.

@ Based on leascs commenced as of December 31, 2006,

@ Annualized Base Rent is calculated as monthly contractual base rent (cash basis) per the terms of the lease, as of
December 31, 2006, multiplicd by 12.

@ Calculated as Annualized Base Rent divided by rentable square fect under lease as of December 31. 2006.

{(footnotes continue on following page)
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{footnotes to previous page)

@ Represents historical undepreciated costs pursuant to U.S. generally accepted accounting principles ("GAAP™).

®  Three of our buildings in this market totaling approximately 743,000 square feet are under ground leases.

9 Subsequent to December 31, 2006, we completed the sale of the two properties held for sale as of December 3 1,
2006.

& Occasionally our leases contain provisions giving the tenant rights to purchase the property, which can take the form
of a fixed price purchase option, a fair market value option, a right of first refusal option or a right of first offer
option. The following chart summarizes such rights related to our consotidated operating properties as of

December 31, 2006:
Number of Annualized
Leases Square Feet Base Rent
(in thousands) (in thousands)
Fixed Price Purchase Options ..., . ........... 5 2213 % 6,474
Fair Market Value Options .. ..., ...... ... ... 3 283 % 1,323
Right of First Refusal Options ............... 5 874 % 2,662
Right of First Offer Options ..... .......... .. 2 554 % 1,730

The following table describes the geographic diversification of the unconsclidated properties that we have an
equity interest in.

Percentage

Annualized
Number of Total  Number Bygc Rent
of Percent  Square Occupancy  Annualized Annualized of  per Square
Markets Buildings Owned(”*  Feet Percentage Base Rent Base Rent  Leases Foot@
(in thousands) (in: thousands)
Operating Properties in Funds:
Allanta ... o 0L I 200% 578 100.0% $ 1,466 11.9% 2% 2.54
Central Pennsylvania ..................... 3 14.9% 333 100.0% 1,389 11.1% 6 4.17
Charlotte ..._.... ... ................... 1 10.0% 472 100.0% 1,345 10.7% 1 2.85
Chicago ................................ 1 200% 303 160.0% 1.504 12.0% 2 496
Dallas ...... ... ... i, | 200% 540 100.0% 1,639 13.0% 1 3.03
Memphis ........ ... | 20.0% 1,039 100.0% 2,857 22.7% 2 2.75
Newlersey .............oo oo, l 14.0% 87 100.0% 630 5.0% 1 7.20
Northern Califomia .. ..................... 1 10.0% 396 100.0% 1,738 13.8% 1 4.39
Total/Weighted Average—Fund Operating
Properties ... . ... . ... .. ... ... .. 10 171% 3,748 100.0% $ 12,568 100.0% 16 § 335
Unconsolidated Development Properties:
Total/Weighted Average . .........._....... 4 94.5% 1,641 N/A N/A N/A N/A N/A
Total/Weighted Average—
Unconsolidated Properties .......... . ... 14 40.7% 5,389 N/A N/A N/A N/A N/A

) Percent owned is based on equity ownership weighted by square feet.
@ Calculated as Annnalized Base rent divided by square feet under lease as of December 31, 2006.
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Property Types

The following table reflects our consolidated portfolio by property type, in terms of square footage, as of
December 31, 2006 (square feet in thousands).

Bulk Distribution Light Industrial Service Center Total Portfolio
Number Number Number Number
of Square  Occ. of Square  Occ. of Square  Occ. of Square  Occ.
Buildings Feet % Buildings  Feet % ) Buildings Feet %M Building Feet % 1)
Operating
Portfolio ...., 223 48,589 93.0% 112 5929 905% 42 1465 R21% 377 55983 925%
Properties Held
for Sale ...... — — — 2 242 160.0% _ — — 2 242 100.0%
Total/Weighted
Average —
Operating
Properties . ... 223 48,589 93.0% 14 6,171 909% 42 1465 B8L1% 379 56,225 92.5%
Properties Under
Development . . 3 863 3.7% — —_ — —_ — — 3 863 37%
Total/Weighted
Average .. .... 226 49452 91.5% 114 6171 909% 42 1465 82.1% 382 57,088 9L.2%

M Occupancy percentage is based on leases commenced as of December 31, 2006.

Lease Expirations

Our industrial properties are typically leased to corporate tenants for terms ranging from three to ten years with a
weighted average remaining term of 4.0 years as of December 31, 2006. Following is a schedule of expiring
leases for our consolidated operating properties by rentable square feet and by annual minimum rents as of
December 31, 2006:

Square Feet Annualized
Related to Base Rent of Percentage of
Expiring Expiring Total
Leases Leases Annualized
(in thousands)  (in thousands) Base Rent
2007040 6,997 $ 32,056 15.7%
2008 .. 9,045 34,705 17.0%
2000 10,082 38,422 18.8%
2000 ... 8,854 32,816 16.1%
2000 4,999 21,332 10.4%
Thereafter . .. .................... 12,044 45,074 22.0%
52,021 $204,405 100.0%
Under development & .. ... . . ... 863
Vacant ......................... 4,204
Total portfolio ................... 57,088

(1} Includes leases that are on month-to-month terms.

@ If options to extend lease terms were exercised as of December 31, 2006, expiration has been reflected
based on the new term pursuant to the option.

@ Includes approximately 32,000 square feet which has been leased.
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Customer Diversification

As of December 31, 2006, there were no customers that occupied more that 5.0% of our consolidated and
unconsolidated operating properties and development properties based on gross rentable square feet. The
following table reflects our ten largest customers in all consolidated and unconsolidated operating properties, and
development properties based on rentable square footage occupied as of December 31, 2006 {(doliar amounts in
thousands).

: Pro-Rata Square Feet
Number Annualized Percentage Annualized Percentage Occupied
of Base of Base of (in thousands)
Leases Rent Portfolio Rent @ Portfolio 3

Exel,Inc. ................ 7 % 4,596 212% % 4.596 2.22% 1,366
Technicolor .............. 2 3,967 1.83% 3,967 1.92% 1,455
Whirlpool Corporation . . . .. 2 3,643 1.68% 3,643 [.76% 1,156
Bridgestone/Firestone ...... 2 3,481 1.60% 3,481 1.68% 1,340
United Parcel Service

(UPSy ... ......... 4 2,633 1.21% 2,633 1.27% 797
Ozburn-Hessey Logistics . . . . 7 2,246 1.03% 2,246 1.09% 666
International Truck and

Engine ................ 2 2,111 097% 2,111 1.02% 712
The Clorox Sales

Company @ . . . .. . .. 2 2,787 1.28% 1,476 0.72% 877
S.C Johnson & Son, Inc. .... 2 2,948 1.36% 1,384 0.67% 200
Johnson & Johnson Health

Care™ ... .. ......... 2 2,118 0.98% 424 0.21% 770
Total ten largest customers’

leases ................. 32 30,530 14.06% 25961 12.56% 10,039
All other customers’

leases ® .. ... ..., 845 186,574 85.94% 180,724 87.449% 45,762
Total .................... 877§ 217,104 100.00% $ 206,685 100.00% 55,801

M Annualized Base Rent is calculated as monthly contractuai base rent (cash basis) per the terms of the
leases, as of December 31, 2006, muitiplied by 12,

@ Based on ownership as of December 31, 2006.

(3 Based on occupancy as of December 31, 2006.

4 540,000 square feet is owned by a joint venture that is 20.0% owned by us.

" Buildings are owned by a joint venture that is 20.0% owned by us.

©  Leases related to unconsolidated properties included are not adjusted for ownership. Includes
approximately 32,000 square feet where leases have been executed in properties under development.
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Industry Diversification

The table below illustrates the diversification of our consolidated operating portfolio by the industry
classifications of our tenants as of December 31, 2006, (dollar amounts in thousands).

Annualized
Leases Base Rent Percentage
Number asa asa Occupied of Total
of Percent  Annualized Percentage  Square Feet Occupied

Leases of Total Base Rent  of Total (in thousands) Square Feet

Third Party Logistics /
Warehousing/Transport

Services ... ... ..., 124 14.4% % 45,682 22.3% 13,326 25.6%
Retail/Wholesale . ........... 97 11.3% 21,855 10.7% 5,964 11.5%
Computer/Electronics ........ 47 5.5% 13,909 6.8% 2,889 5.6%
Industrial Durables .......... 46 5.3% 13,219 6.5% 3,360 6.5%
Paper/Packaging/Printing .. ... 48 5.6% 12,438 6.1% 3,173 6.1%
Building Supplies ........... 53 6.2% 9,772 4.8% 2,356 4.5%
Chemicals ................. 25 2.9% 9,694 4.7% 2,850 5.5%
Electrical/Mechanical ........ 43 5.0% 8,137 4.0% 2,033 3.9%
Furniture/Home Furnishings . . . 26 3.0% 7,955 3.9% 2,148 4.1%
Automotive ................ 23 2.7% 7619 3. 7% 2,200 4.2%
Food ..................... 24 2.8% 6,987 34% 1,241 2.4%
Medical Products ........... 26 3.0% 5,839 2.9% 1,211 2.3%
Consumer Packaged Goods . .. 18 2.1% 5,141 2.5% 1,783 3.4%
Pharmaceuticals ............ 6 0.7% 1,947 1.0% 371 0.7%
Metals .................... 8 0.9% 1,871 0.9% 441 0.8%
Apparel ................... 8 0.9% 1,856 0.9% 494 0.9%
Other ..................... 238 27.7% 30,484 14.9% 6,181 12.0%
Total/Weighted Average .. . ... 860 100.0% % 204,405 100.0% 52,021 100.0%

M Annualized Base Rent is calculated as monthly contractual base rent {cash basis) per the terms of the
lease, as of December 31, 2006, multiplied by 12.
Indebtedness

As of December 31, 2006, 171 of our 379 consolidated operating properties, with a combined historical cost of
$1.3 billion were encumbered by mortgage indebtedness totaling $632.8 million, having a weighted average
interest rate of 5.45%. See Note 5 to the Consolidated Financial Statements and the accompanying Schedule 111
beginning on page F-45 for additional information.

ITEM 3. LEGAL PROCEEDINGS

See the information under the caption “Legal Matters” in Note 7 to the Consolidated Financial Statements for
information regarding legal proceedings, which information is incorporated by reference in this Item 3.
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

On October 6, 2006, we held our annual meeting of stockholders (the “2006 annual meeting”). Seven directors
were nominated by our board of directors for election by the stockholders in the 2006 annual meeting, each to
hold office until the next annual stockholders meeting. A plurality of the shares voted at this meeting approved
the election of all seven nominees as described in the table below.

Voles

FOR AGAINST
Thomas G. Wattles .............................. 83,100,659 2,031,064
EvanH. Zucker ............... ... .. ... .. ... 83,126,616 2,005,107
JamesR. Mulvihill ............... ... .. ... ... . 83,125,570 2,006,153
PhillipR. Altinger ................... .. ... ... .. 83,201,330 1,930,393
JohnC.OKeeffe................................ 83,198,939 1,032,784
TrippH. Haedin, 1 ................ ... .. ... 83,198,390 1,933,333
Bruce L. Warwick ................. ... ... ... ... 33,146,706 1,985,017

Six other proposals were considered by our stockholders at the 2006 annual meeting:

*  The Accountant Proposal: the ratification of our selection of KPMG LLP as our independent registered
public accounting firm for the year ending December 31, 2006;

* The Internalization Proposal: the approval of the Internalization;

* The Pre-Listing Charter Amendment Proposal: the approval of an amendment and restatement of our
charter, to become effective upon the consummation of the Internalization, which modifies certain

provisions to reflect that we have become self-advised and to change the name of our company to DCT
Industrial Trust Inc.;

* The Post-Listing Charter Amendment Proposal: the approval of a further amendment and restatement of
our charter, to become effective upon a listing of our common shares on a national securities exchange,
which modifies certain provisions to conform more closely to the charters of REITs whose securities are
publicly traded and listed on the NYSE;

*  The Incentive Compensation Plan Proposal: the approval of our new 2006 Incentive Compensation
Plan, under which the compensation committee may award various forms of incentive compensation to
officers and other key employees of us and our subsidiaries, as well as to the officers and key employees
of our joint venture and other affiliates designated in the discretion of the compensation committee; and

* The Long-Term Incentive Plan Proposal: the approval of our new 2006 Long-Term Incentive Plan,
under which the compensation committee may award stock options and other equity-based awards as
part of an overall compensation package to provide a means of performance-based compensation to
attract and retain qualified personnel.

All six proposals were approved by our stockholders in the 2006 annual meeting with the final vote counts as
follows:

Votes
Proposai ’ ' FOR AGAINST ABSTAIN
Accountant .......... ... ... ... 80,331,591 1,215,863 3,584,269
Internalization ....... ... ... ... ... . .. .. . 76,041,554 2,610,637 6,366,428
Pre-Listing Charter Amendment . ... ......... . 76,467,237 2,125,128 6,539,358
Post-Listing Charter .................. ... ... 76,170,011 2,336,409 6,820,418
Incentive Compensation Plan ....... .. ... .. .. 71,683,776 6,074,404 7,373,543
Long-Term Incentive Plan ................. .. 70,704,776 6,468,058 7,958,891




PART I
ITEM 5. MARKET FOR THE REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

Our Common Stock has been listed and traded on the New York Stock Exchange, or the NYSE, under the
symbol “DCT" since December 13, 2006. Prior to December 13, 2006, there was no established public trading
market for our Common Stock.
High Low
Period Ended December 31,2006 . ...........co i, $13.00 $11.13

On February 28, 2007, the closing price of our Common Stock was $11.31 per share, as reported on the NYSE and
there were 168,354,596 shares of Common Stock outstanding, held by approximately 7,440 stockholders of record.
The number of holders does not include individuals or entities who beneficially own shares but whose shares are held
of record by a broker or clearing agency, but does include each such broker or clearing agency as one recordholder.

Distribution Policy

We intend to continue to elect and qualify to be taxed as a REIT for U.S. federal income tax purposes. U.S.
federal income tax law requires that a REIT distribute with respect to each year at least 90% of its annual REIT
taxable income, determined without regard to the deduction for dividends paid and excluding any net capital
gain. We will not be required to make distributions with respect to income derived from the activities conducted
through DCT Industrial TRS Inc., our TRS, that are not distributed to us. To the extent our TRS’s income is not
distributed and is instead reinvested in the operations of our TRS, the value of our equity interest in our TRS will
increase. The aggregate value of the securities that we hold in our TRS may not exceed 20% of the total value of
our gross assets. Distributions from our TRS to us will qualify for the 95% gross income test but will not qualify
for the 75% gross income test. Therefore, distributions from our TRS to us in no event will exceed 25% of our
gross income with respect to any given taxable year.

To satisty the requirements to qualify as a REIT and generally not be subject to U.S. federal income and excise
tax, we intend to make regular quarterly distributions of all or substantialty all of our net income to holders of our
common stock out of assets legally available therefore. Any future distributions we make will be at the discretion
of our board of directors and will depend upon our earnings and financial condition, maintenance of REIT
qualification, applicable provisions of the MGCL and such other factors as our board of directors deems relevant.

We anticipate that distributions will be taxable as ordinary income to our stockholders qualified dividend income,
capital gains or may constitute a return of capital for U.S. federal income tax purposes. The following table sets
forth the distributions that have been declared by our board of directors on our common stock during the fiscal
years ended December 31, 2005 and 2006.

Amount Declared

Quarter per Share Date Paid
I#Quarter 2005 .......... ... .. .. ..., $ 0.1578 April 15, 2005
2dQuarter 2005 .. ..o $ 0.159 July 13, 2005
IQuarter2005 .. ... ... $ 0.1613  October 17, 2005
40 Quarter 2005 ... $ 0.1613  January 17, 2006
Total 2005 . . ... $ 0.6400
1#Quarter 2006 . ....... .. ... .. . e $ 0.1578 April 17, 2006
224 Quarter 2006 . ... ... § 0.1596 July 17, 2006
3dQuarter 2006 ... ... $ 0.1613 October 2, 2006
40 Quarter 2000 .. ... $ 016000 January 8, 2007
Total 2006 ... ... ... $ 0.6387

1 The fourth quarter 2006 distribution was paid on January 8, 2007 to holders of record as of the close of business on
December 20, 2006.
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Securities Authorized for Issuance Under Equity Compensation Plans

For information regarding securities authorized for issuance under our equity compensation plans, see Note i1 to
our Consolidated Financial Statements. -

Other Stockholder Matters

In addition, on October 16, 2006, Philip L. Hawkins purchased 88,889 shares of our common stock for $11.25
per share. The 88,889 shares of our common stock issued and sold to Mr. Hawkins were issued and sold in
reliance on the exemption from registration contained in Section 4(2) of the Securities Act of 1933, as amended.

Performance Graph

The graph below shows a comparison of cumulative total stockholder returns for DCT Industrial Trust Inc.
Common Stock with the cumulative total return on the Standard and Poor’s 500 Index and the MSCI US REIT
Index. Stockholder’s returns over the indicated period are based on historical data and should not be considered
indicative of future stockholder returns,

CUMULATIVE TOTAL RETURN
Based upon an Initial investment of $100 on December 13, 2006
with dividends reinvested
$110 -
$105
$100
$95
§$390 + T T T \ - v : v " v y
13-Dec-06 29-Dec-06
L —— Dct Industrial Trust Inc. —8— S&P 5000 —— MSCI US REIT Index
SOURCE: GEORGESON INC.
Dec-06 Dec-06
DCT Industrial Trust Inc. $100.00 $96.86
S&P 500® $100.00 $100.44
MSCI US REIT Index $100.00 $99.58
Notes:

*  The graph covers the period from December 13, 2006 to December 31, 2006.
* The graph assumes that $100 was invested in DCT Industrial Trust Common Stock and in each index on
December 13, 2006, and that all dividends were reinvested.
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ITEM 6. SELECTED FINANCIAL DATA

The following table sets forth selected financial data relating to our historical financia! condition and results of
operations for the years ended December 31, 2006, 2005, 2004, 2003 and the period from inception (April 12,
2002) to December 31, 2002. Certain amounts presented for the periods ended December 31, 2005, 2004, 2003
and 2002 have been reclassified to conform to the 2006 presentation. The financial daa in the table is qualified in
its entirety by, and should be read in conjunction with, “Item 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations™ and our Consolidated Financial Statements and related notes in
“ltem 8. Financial Statements and Supplementary Data”. The amounts in the table are in thousands except for per
share information.

Period From
Inception
(April 12,
For the Years Ended December 31, Dei(e)ron%b)ctr% 1,
2006 2005 2004 2003 2002
(dollar amounts in thousands, except per share data)
Operating Data:
Remtalrevenues ... ... ... ... .. ... ciiiininn.n.. $217.881 $117,220 $33498 $2645 % —
Total revenues . ... i e e $219,137 $117,220 $ 33498 $2706 % —
Rental expenses and real estate taxes . .................. $ (50,003) $ (26,946) $ (6934) $ (367 § —
Total operating expenses .. ..........couvieinnnennn. .. $(179,163) $(106,985) $(29,205) $(2.359) $ 213)
Loss on contract termination and related .. ...............
Internalization expenses ............. ... ... $(172,188) $ — % — 35 - 3 —
Income (loss) from continuing operations ................ 5(163,893) $ (14732) $ (552) $ 347 § (13)
Income from discontinued operations ................... 5 5850 % 2772 § 297 $ — & —
Netincome (loss) .. ... ... . i, 5(158,043) $ (11960) $ (2550 $ 347 5 (13)
Funds from operations attributable to common shares—
dilated ... .. . $(61,330) § 58,569 $ 19018 §$1,542 % (13)
Common Share Distributions:
Coemmon share cash distributions declared . .............. $ 98145 § 62292 $24263 $2452 § _
Common share cash distributions declared per share . . ... .. $ 0639 $ 0640 $ 0640 30625 $ —
Per Share Data:
Basic earnings (loss) per common share:
Loss from continuing operations ................... $ 09 $ 015 $ 002 $ 009 $ (63.56)
Income from discontinued operations ............... 0.04 0.03 0.01 — —
Netearnings (10ss) . ......... . i iinnnnn, $ (05 % (012) $ ©0n $ 009 § (63.56)
Diluted earnings (loss) per common share
L.oss from continuing operations ... ................ $ (109 $ (015 § (002 $ 009 $ (63.56)
Income from discontinued operations ............... 0.04 0.03 .01 — —
Neteamnings (10s8) . ... ... .coutiiiin e, 3 (105 % (0.12) $ (@O % 009 § (63.56)
Basic FFQpershare ............................ $ (04D $ 060 $ 050 $ 038 $ (63.56)
Diluted FFO pershare . ..............ccoveveonnn. $ @41 $ 060 $ 050 $ 038 $ (63.56)
Weighted average shares outstanding,
basic 150,320 97,333 37,908 3987 200
Weighted average shares outstanding,
diluted 158,097 97,774 37,928 4,007 200
Consolidated, operating rentable square
feet (in thousands) 56,225 40,307 17,182 3,657 —
Consolidated operating buildings ...................... 379 264 106 13 —
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Period From

Inception
(April 12,
2)t
For the Years Ended December 31, Deggr(r)lt:eroiil
2006 2005 2004 2003 2002
(dollar amounts in thousands)
Balance Sheet Data:
Net investmentinrealestate ............... ... ... $2,707.650  $1,904.411 $ 732.202 $150633 § —
Towlassets ...................... ... ... ... .. $2,849,476 $2,057.695 % 784,808 $156,608 $ 752
Mortgagenotes .......................... ... .. § 641,081 $ 642,242 $142755 $ 40,500 $ —
Total liabilities . ........... ........ ... ... .. $1.394,599 § 869,307 $ 203,593 § 49,782 % 761
Cash Flow Data:
Net cash provided by (used in) operating activities .... § -91,714 $ 66295 §. 21,188 1,700 % (139)
Net cash used in investing activities .......... .. . $ (968,761) $ (750,877 $(560,332) (149,948) % -
Net cash provided by financing activities . ........... $ 805439 $ 755980 $558587 152,314 $ 150
Period From
Inception
(April 12,
2002) to
For the Years Ended December 31, December 31,

2006t 2005 2004 2003 2002
{dollar amounts in thousands, except per share data)

Funds From Operations ®;

Netincome (loss) ............................. . .. $(158,043) $(11,960) $ (255) $ 347 $ (13)
Real estate related depreciation and amortization . ., . . .. 111,792 72,206 19,273 1,195 _
Equity in losses of unconsolidated joint ventures . . ... .. 289 — - - —
Equity in FFO of unconsolidated joint ventures . ....... 545 — — — —_
(Gain) on disposition of real estate interests . ........ .. (9,409) —_ —_ —_ —
{Gain) on disposition of real estate mleresls related to

discontinued operations ........... . ... . ... ... .. (5,187 —_ — — —
Gain on dispositions of non-depreciable assets . ... ... .. 4,244 — - — —
Minority interest in the operating partncrshlp s share of '

the above adjustments ......... ... ... ... ... . .. (5.561) (1,939 (10) )] —
Funds from operations atiributable to common shares - (61,330) 58,307 19,008 1,535 (13)
FFO attributable to dilutive OP Units .......... ... ... — 262 10 7 —
Funds from operations attributable to common shares -

diluted ... . $ (61,330) $ 58,569 $19,018 $1542 % (13)
BasicFFOopershare ............ ... ... ... .. .. . . $ (04D $ 0.60 $ 050 %038 3 (63.56)
Diluted FFO pershare ................ ... ... .. . $ (041 % 060 $ 050 $038 % {63.56)

" Funds from operations for the year ended December 31, 2006 includes a charge for contract termination and related
Internalization expenses of $172.2 million.

@ See definition of FFO in lem 7. Management’s discussion and analysis on page 63.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with the audited consolidated financial statements and notes thereto as of December 31, 2006 and
2005 and for the years ended December 31, 2006, 2005 and 2004.

Overview

We are a leading real estate company specializing in the ownership, acquisition, development and management
of bulk distribution and light industrial properties located in 24 of the highest volume distribution markets in the
United States. In addition, we manage, and own interests in, industrial properties through our institutional capital
management program. Our properties primarily consist of high-quality, generic bulk distribution warehouses and
light industrial properties leased to corporate tenants. We own our properties through our operating partnership
and its subsidiaries. We are the sole general partner of our operating partnership and owned approximately 88%
of the outstanding equity interests of our operating partnership as of December 31, 2006. We acquired our first
property in June of 2003 and have built a portfolio of 379 consolidated operating properties through

December 31, 2006. As a result of this growth, we have experienced significant changes in our operating and
financing activities during the past three years

Our primary business objectives are to maximize sustainable long-term growth in earnings and FFO and to
maximize total return to our stockholders. In our pursuit of these objectives, we will:

* acquire high-quality industrial properties;

= pursue development opportunities, including through joint ventures;

* expand our institutional capital management business;

* actively manage our existing portfolio to maximize operating cash flows:
* sell non-core assets that no longer fit our investment criteria; and

* expand our operations into selected domestic and international markets, including Mexico.

In order to achieve these objectives, we have sold our common stock through four distinct continuous public
offerings, raised capital through our operating partnership’s private placement (as more fully described below)
and issued and assumed debt. Prior to October 10, 2006, our day-to-day operations were managed by our Former
Advisor under the supervision of our board of directors pursuant to the terms and conditions of an advisory
agreement with our Former Advisor. On October 10, 2006, our operating partnership acquired our Former
Advisor in the transaction we refer to as the Internalization (as more fully described below). As a result of the
Internalization, our Former Advisor is now our wholly-owned subsidiary and we no longer bear the cost of the
advisory fees and other amounts payable under the advisory agreement resulting in our being a self-administered
and self-advised REIT,

Outlook

The primary source of our operating revenues and earnings is rents received from tenants under leases at our
properties including reimbursements from tenants for certain operating costs. We seek earnings growth primarily
through increasing rents and operating income at existing properties, acquiring and developing additional high-
quality properties in major distribution markets, increasing fee revenues from our institutional capital
management business, generating profits from our development activities and repositioning our portfolio
including disposing of certain non-core assets and contributing assets to our joint ventures, funds or other
commingled investment vehicles with institutional partners.

We believe that our near-term operating income in our existing properties will increase through rental rate
growth on leases that are expiring, as well as an increase in our occupancy rates. We expect strong growth in
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operating earnings from development and acquisitions in our target markets and selected new markets. Further,
in November 2006, we entered into six separate forward purchase commitments to acquire six newly constructed
buildings as part of our initial entry into Mexico. The buildings are located in four submarkets in the
metropolitan area of Monterrey, Nuevo Leon, Mexico and construction began in early 2007. We also believe our
focus on our target distribution markets from which companies distribute nationally, regionally and/or locally
mitigates the risk of any individual tenant reconfiguring distribution networks and changing the balance of
supply and demand in a market. Finaily, developing and maintaining excellent relationships with third-party
logistics companies facilitates our ability to lease them space in our portfolio.

While we no longer bear the external costs of the various fees and expenses previously paid to our Former
Advisor as a result of becoming self-advised, our expenses will include the compensation and benefits of our
officers and the other employees and consultants, as well as other general expenses, previously paid by our
Former Advisor or its affiliates.

The principal risks to our business plan include:

* our ability 1o acquire properties that meet our quantitative and qualitative criteria and whether we can
successfully integrate such acquisitions;

* our ability to attract institutional partners in our institutional capital management business on terms that
we find acceptable;

* ourability to locate development opportunities and to successfully develop such properties on time and
within budget and then to successfully lease such properties;

* our ability to sell or contribute assets at prices we find acceptable which generates funding for our
business plan;

* our ability to retain and attract talented management; and

* our ability to lease space to customers at rates which provide acceptable returns.

We believe our investment focus on the largest and most active distribution markets in the United States and our
monitoring of market and submarket demand and supply imbalances helps mitigate these risks.

We also expect the following key trends to positively affect our industry:

*  the continued restructuring of corporate supply chains which may impact local demand for distribution
space as companies relocate their operations consistent with their particular requirements or needs;

*  the growth or continuing importance of industrial markets located near seaports, airports and major
intermodal facilities; and

* continuing advancements in technology and information systems which enhance companies’ abilities to
control their investment in inventories.

These key trends may gradually change the characteristics of the facilities needed by our tenants. However, we
believe the buildings in our portfolio are designed to be flexible and can accommodate gradual changes that may
occur.

For the financing of our capital needs, we are not aware of any material trends or uncertainties, favorable or
unfavorable, other than national economic conditions affecting real estate generally, that we anticipate will have
a material impact on either capital resources or the revenues or income to be derived from the operation of real
estate properties. Our financing needs will depend largely on our ability to acquire properties as the majority of
our cash generated from operations will be used for payment of distributions and to finance other activities. We
expect the funding of additional cash needs to come from existing cash balances, new borrowings and proceeds
from the sale or contribution of assets,
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Inflation

Since our formation, inflation has not had a significant impact on us because of the relatively low inflation rates
in our markets of operation. Most of our leases require the tenants to pay their share of operating expenses,
including common area maintenance, real estate taxes and insurance, thereby reducing our exposure to increases
in costs and operating expenses resulting from inflation. In addition, many of the outstanding leases expire within
six years which may enable us to replace existing leases with new leases at higher base rentals if rents of existing
leases are below the then-existing market rate.

Significant Transactions During 2606

The following discussion describes certain significant transactions that occurred during the year ended
December 31, 2006.

Acquisition Activity

As aresult of our investment strategy, as of December 31, 2006, we owned or controlled 379 consolidated
operating properties comprising 56.2 million rentable square feet located in 24 markets. We acquired 133 of
these properties for a total estimated cost of approximately $1.0 billion during 2006. Acquisitions were financed
through a combination of net proceeds from the sale of cur Common Stock, our operating partnership’s private
placement and debt financings, including the assumption of four secured, non-recourse notes totaling

$18.1 million.

On June 9, 2006, we acquired a fee interest in a portfolio of 78 bulk distribution, light industrial and service
center buildings comprising approximately 7.9 million rentable square feet located in eight markets (Atlanta,
Baltimore, Charlotte, Cincinnati, Dallas, Miami, Northern California and Orlando}, which we collectively refer
to as Cal-TIA, and a land parcel comprising 9.2 acres located in the Orlando market, for a total cost of
approximately $510.1 million (which includes an acquisition fee of $4.9 million that was paid to our Former
Advisor). This portfolio was acquired from an unretated third party. We funded this purchase using our existing
cash balances, net proceeds from our prior continuous public offerings and our operating partnership’s private
placement and debt proceeds of approximately $387.0 million. These debt proceeds consisted of borrowings
from our existing senior unsecured revolving credit facility in the amount of $112.0 million and the issuance of
$275.0 million of unsecured debt.

On May 19, 2006, we acquired a portfolio of ten buildings comprising approximately 2.7 million rentable square
feet located in Columbus, Ohio, which we collectively refer to as the PC portfolio. Upon acquisition, this
portfolio was 82.7% leased and occupied. The PC portfolio was acquired from unrelated third parties for a total
investment of approximately $107.8 million, which includes an acquisition fee of approximately $1.1 million
paid to our Former Advisor.

Disposition Activity

During the year ended December 31, 2006, we disposed of a total of 21 operating properties comprising
approximately 5.0 million rentable square feet in eleven markets. We sold 13 properties comprising 1.8 million
rentabie square feet to third parties for total gross proceeds of approximately $117.9 million. The remaining eight
propetties comprising 3.2 million rentable square feet were contributed to institutional funds in which we
maintain ownership interests for a total contribution value of approximately $147.7 miilion (see discussion
below).

Contributions of Properties to Institutional Capital Management Programs

We entered into a strategic relationship with DCTRT whereby we have entered one joint venture as of
September 1, 2006 and anticipate entering into an additional two joint ventures with DCTRT and/or its affiliates
to serve as the exclusive vehicles through which DCTRT will acquire industrial real estate assets in certain major
markets in which we currently operate until the end of 2008,
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On February 21, 2006, we entered into a Joint venture with affiliates of Boubyan Bank of Kuwait, which we refer
to as BBK, an unrelated third party, to create an institutional fund, DCT Fund I LLC, which we refer to as Fund L,
that owns and operates industrial properties located in the United States. We contributed six industrial properties
to Fund ! totaling approximately 2.6 million rentable square feet after completion of a 330,000 square foot
expansion project. The contribution value of the six buildings upon completion of the expansion was
approximately $122.8 million. Contemporaneously with our contribution, Fund I issued $84.4 million of secured
non-recourse debt to a third party and BBK contributed $19.7 million of equity to Fund I. Upon receipt of these
proceeds, Fund I made a special distribution to us of approximately $102.7 million. The expansion was
completed during June 2006, and, contemporaneousiy with the completion of the expansion, Fund I issued

$11.1 million of additional secured non-recourse debt to a third party and BBK contributed $2.6 million of equity
to Fund L Upon receipt of these proceeds, Fund I made a special distribution to us of approximately

$13.7 million. With the completion of these transactions, our ownership of Fund I is 20% and BBK’s ownership
of Fund I is 80%. Pursuant to our Joint venture agreement, we act as asset manager for Fund I and earn certain
fees, including asset management fees related (o the properties we manage. In addition to these fees, after we and
BBK are repaid our respective capital contributions plus a preferred return, we have the right to receive a
promoted interest in Fund I based on performance. Although Fund I's day-to-day business, affairs and assets are
managed by us, all major decisions are determined by both us and BBK.

Financing Activities

in December 2006, we completed a listing on the NYSE issuing 16.3 million shares for net proceeds of
approximately $186.7 million, before expenses of $2.3 million. Additionally during 2006, we raised
approximately $137.3 million of net proceeds from the sale of our common stock in connection with our fourth
continuous public offering, which we closed on January 23, 2006. Additionally we sold 88,889 shares in October
2006. The net proceeds from the sale of these securities were transferred to our operating partnership for a
number of OP Units equal to the shares of common stock sold in our prior continuous public offerings. Although
we closed the primary offering component of our fourth continuous public offering, we continued to offer shares
through our distribution reinvestment plan through our 2006 third quarter distribution, which resulted in the
issuance of 5.2 million shares or $51.7 million of dividends reinvested during the year ended December 31, 2006.
Our distribution reinvestment plan was terminated on December 23, 2006. As of December 31, 2006, we had
168,354,596 shares of common stock outstanding.

In December 2006, we amended our senior unsecured revolving credit facility with a syndicated group of banks,
increasing the total capacity from $250.0 million to $300.0 million and extending the maturity date from
December 2008 to December 2010,

On October 10, 2006, the Internalization was consummated through our operating partnership acquiring our
Former Advisor from DCAG for an aggregate of 15,111,111 OP Units, which included the meodification of the
special units held by DCAG into 7,111,111 OP Units. We recorded a loss on contract termination and other
associated expenses relating to the Internalization of our Former Advisor of approximately $172.2 million.

In connection with the consummation of the Internalization, we closed our operating partnership’s private
placement on October 10, 2006.

In June 2006, we issued, on a private basis, $275.0 million of senior unsecured notes requiring monthly interest-
only payments at a variable interest rate of LIBOR plus 0.73% which mature in June 2008. In conjunction with
this transaction, we entered into a $275.0 million swap to mitigate the effect of potential changes in LIBOR. In
April 2006, we issued, on a private basis, $50.0 million of senior unsecured notes with a fixed interest rate of
5.53% which mature in April 2011, and $50.0 million of senior unsecured notes with a fixed interest rate of
5.77% which mature in April 2016. The notes require quarterly interest-only payments until maturity at which
time a lump sum payment is due. In January 2006, we issued, on a private basis, $50.0 million of senior
unsecured notes requiring quarterly interest-only payments at a fixed interest rate of 5.68% which mature in
January 2014. The proceeds from these note issuances were used primarily to fund acquisitions of properties.
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Capital Deployment Activities

In November 2006, we entered into six separate forward purchase commitments to acquire six newly constructed
buildings totaling approximately 859,000 square feet and located in four submarkets in the metropolitan area of
Monterrey, Nuevo Leon, Mexico. '

We entered into a joint venture agreement in July 2005, which was amended and restated in October 2006, with
Stirling Capital Investments, or Stirling, an unrelated third party, to be the master developer of up to 4,350 acres
in Victorville, California, part of the Inland Empire submarket of the Southern California industrial real estate
market. We refer to this development project as SCLA and this joint venture as the SCLA joint venture. While
our exact equity interest in the joint venture will depend on the amount of capital we contribute and the timing of
contributions and distributions, the SCLA joint venture contemplates an equal sharing between us and Stirling of
residual profits after all priority distributions. Stirling entered into two master development agreements to be the
exclusive developer of SCLA for the next 13 years (including extensions) and assigned to the SCLA joint venture
its rights related to the 4,350 acres designated primarily for industrial development.

Critical Accounting Policies
General

Our discussion and analysis of financial condition and results of operations is based on our Consolidated
Financial Statements, which have been prepared in accordance with GAAP. The preparation of these financial
statements requires us to make estimates and judgments that affect the reported amounts of assets, liabilities and
contingencies as of the date of the financial statements and the reported amounts of revenue and expenses during
the reporting periods. We evaluate our assumptions and estimates on an on-going basis. We base our estimates
on historical experience and on various other assumptions that we believe to be reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying values of assets and
liabilities that are not readily apparent from other sources. Actual results may differ from these estimates under
different assumptions or conditions. The following discussion pertains to accounting policies management
believes are most “critical” to the portrayal of our financial condition and results of operations which require
management’s most difficult, subjective or complex judgments.

Revenue Recognition

We record rental revenues on a straight-line basis under which contractual rent increases arc recognized evenly
over the lease term. Certain properties have leases that provide for tenant occupancy during periods where no
rent is due or where minimum rent payments increase during the term of the lease, Accordingly, we record
receivables from tenants that we expect to collect over the remaining lease term rather than currently, which are
recorded as straight-line rents receivable. When we acquire a property, the terms of existing leases are considered
to commence as of the acquisition date for the purposes of this calculation. For the years ended December 31,
2006, 2005 and 2004, the total increase to rental revenues due to straight-line rent adjustments, including
amounts reported from discontinued operations, was approximately $7.7 million, $5.1 million and $2.1 million,
respectively.

Tenant recovery income includes payments from tenants for real estate taxes, insurance and other property
operating expenses and is recognized as rental revenue in the same period the related expenses are incurred.
Tenant recovery income recognized as rental revenue for the years ended December 31, 2006, 2005 and 2004
was $37.7 million, $20.5 million and $5.8 million, respectively.

In connection with property acquisitions, we may acquire leases with rental rates above and/or below the market
rental rates. Such differences are recorded as an intangible asset or liability pursuant to Statement of Financial
Accounting Standards, or SFAS, No. 141, Business Combinations, or SFAS No. 141, and amortized to rental
revenues over the life of the respective leases. For the years ended December 31, 2006, 2005 and 2004 the total
net decrease to rental revenues due to the amortization of above and below markel rents, including amounts
reported from discontinued operations, was approximately $1.3 million, $2.3 million and $0.8 million,
respectively.
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We earn revenues including asset management fees, acquisition fees and other fees pursuant to joint venture and
other agreements. This may include acquisition fees based on the sale or contribution of assets and are included
in the statement of operations in institutional capital management and other fees, We recognize revenues from
property management, assel acquisition fees and other services when the related fees are earned and are realized
or realizable,

Investment in Real Estate, Valuation and Allocation of Real Estate Acquisitions

We capitalize direct costs associated with, and incremental to, the acquisition, development or improvement of
real estate, including acquisition fees and leasing costs as well as direct internal cosls, if appropriate. Costs
associated with acquisition or development pursuits are capitalized as incurred and, if the pursuit is abandoned,
these costs are expensed in the period in which the pursuit is abandoned. Such costs considered for capitalization
include construction costs, interest, property taxes, insurance and other such costs if appropriate, Interest is
capitalized on actual expenditures from the period when development commences until the asset is substantially
complete based on our current borrowing rates. Costs incurred for maintaining and making repairs to our real
estate, which do not extend the life of our assets, are expensed as incurred.

Upen acquisition, the total cost of a property is allocated to land, building, building and land improvements,
tenant improvements and intangible lease assets and liabilities pursuant to SFAS No. 141. The fair value of
identifiable tangible assets such as land, building, building and land improvements and tenant improvements is
determined on an “as-if-vacant” basis. Management considers the replacement cost of such assets, appraisals,
property condition reports, market data and other related information in determining the fair value of the tangible
assets. Pursuant to SFAS No. 141, the difference between the fair valye and the face value of debt assumed in an
acquisition is recorded as a premium or discount and amortized to interest expense over the life of the debt
assumed. The valuation of assumed liabilities is based on the current market rate for similar liabilities. The
allocation of the total cost of a property to an intangible lease asset includes the value associated with customer
relationships and in-place leases which may include leasing commissions, legal and other costs. In addition, the
allocation of the total cost of a property requires allocating costs to an intangible asset or liability resulting from
in-place leases being above or below the market rental rates on the date of the acquisition. These assets or
liabilities will be amortized over the life of the remaining in-place leases as an adjustment to revenues,

Real estate, including land, building, building and land improvements, tenant improvements and leasing costs,
and intangible lease assets and liabilities are stated at historical cost less accumutated depreciation and
amortization. Depreciation and amortization are computed on a straight-line basis over the estimated useful lives
of the related assets or liabilities as follows:

Description Standard Depreciable Life
Land Not depreciated
Building 40 years
Building and land improvements 20 years
Tenant improvements Lease term
Lease costs Lease term
Intangible lease assets and liabilities Average term of leases for property
Above/below market rent assets/liabilities Lease term

The table above reflects the standard depreciable lives typically used to compute depreciation and amortization.
However, such depreciable lives may be different based on the estimated useful life of such assets or liabilities.
The cost of assets sold or retired and the related accumulated depreciation and/or amortization is removed from
the accounts and the resulting write off, if necessary, is reflected in the consolidated statement of operations in
the period in which such sale or retirement occurs.
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Depreciation and Useful Lives of Real Estate Assels

We estimate the depreciable portion of our real estate assets and their related useful lives in order to record
depreciation expense. Our management’s ability to accurately estimate the depreciable portions of our real estate
assets and their useful lives is critical to the determination of the appropriate amount of depreciation expense
recorded and the carrying values of the underlying assets. Any change to the estimated depreciable lives of these
assets would have an impact on the depreciation expense we recognize. If the useful life estimate was reduced by
one year for all buildings and building and land improvements in continuing operations, depreciation expense
would have increased $1.5 million.

Impairment of Long-Lived Assets

Long-lived assets held and used are carried at cost and evaluated for impairment in accordance with SFAS

No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets, or SFAS No. 144. SFAS No. 144
provides that such an evaluation should be performed when events or changes in circumstances indicate such an
evaluation is warranted. Examples include the point at which we deem the long-lived asset to be held for sale,
downturns in the economy, etc. Impairment of long-lived assets is considered a “critical accounting estimate”
because the evaluation of impairment and the determination of fair values involve a number of management
assumptions relating to future economic events that could materially affect the determination of the ultimate
value, and therefore, the carrying amounts of our real estate. Such assumptions include, but are not limited to,
projecting vacancy rates, rental rates, property operating expenses, capital expenditures and debt financing rates,
among other things. The capitalization rate is also a significant driving factor in determining the property
valuation which requires management’s judgment of factors such as market knowledge, historical experience,
lease terms, tenant financial strength, economy, demographics, environment, property location, visibility, age,
physical condition and investor return requirements, among other things. All of the aforementioned factors are
taken as a whole by management in determining the valuation of investment property. The valuation is sensitive
to the actual results of any of these uncertain factors, either individually or taken as a whole. Should the actual
results differ from management’s judgment, the valuation could be negatively affected and may result in a
negative impact to our consolidated financial statements.

Principles of Consolidation

Our consolidated financial statements include the accounts of our company and our consolidated subsidiaries and
partnerships which we control either through ownership of a majority voting interest, as the primary beneficiary,
or otherwise. All significant intercompany accounts and transactions have been eliminated in consolidation.
Investments in entities in which we do not own a majority voting interest but over which we have the ability 10
exercise significant influence over operating and financiai policies are presented under the equity method.
Investments in entities in which we do not own a majority voting interest and over which we do not have the
ability to exercise significant influence are carried at the lower of cost or fair value, as appropriate. Our
Jjudgments with respect to our level of influence or control of an entity and whether we are the primary
beneficiary of a variable interest entity as defined by FASB Interpretation No. 46(R), Consolidation of Variable
Interest Entities, or FIN No. 46(R), involve consideration of vartous factors including the form of our ownership
interest, our representation on the entity’s board of directors, the size of our investment (including loans) and our
ability to participate in policy making decisions. Our ability to correctly assess our influence or control over an
entity affects the presentation of these investments in our consolidated financial statements and, consequently,
our financial position and specific items in our results of operations that are used by our stockholders, lenders
and others in their evaluation of us.

Generally, we consolidate real estate partnerships and other entities that are not variabie interest entities (as
defined in FIN No. 46(R)) when we own, directly or indirectly, a majority voting interest in the entity. In June
2005, the FASB ratified Emerging Issues Task Force Issue No. 04-5, Determining Whether a General Parner, or
the General Partners as a Group, Controls a Limited Partnership or Similar Entity When the Limited Partners
Have Certain Rights, or EITF 04-5. EITF 04-5 provides an accounting model to be used by a general partner, or
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group of general partners, to determine whether the general partner(s) controls a limited partnership or similar
entity in light of certain rights held by the limited partners and provides additional guidance on what constitutes
substantive kick-out rights and substantive participating rights.

New Accounting Pronouncements

In December 2006, the FASB issued FASB Staff Fosition on EITF No. 00-19, Accounting for Registration
Payment Arrangements, or FSP EITF 00-19-2. This FASB Staff Position, or FSP, addresses an issuer’s
accounting for registration payment arrangements, specifying that the contingent obligation to make future
payments or otherwise transfer consideration under a registration payment arrangement, whether issued as a
separate agreement or included as a provision of a financial instrument or other agreement, should be separately
recognized and measured in accordance with FASB Statement No. 5, Accounting for Contingencies. This ESP
further clarifies that a financial instrament subject to a registration payment arrangement should be accounted for
in accordance with other applicable generally accepted accounting principles without regard to the contingent
obligation to transfer consideration pursuant to the registration payment arrangement. This FSP is effective for
new and modified registration payment arrangements. Registration payment arrangements that were entered into
before the FSP was issued would become subject to its guidance for fiscal years beginning after December 15,
2006 by recognizing a cumulative-effect adjustment in retained earnings as of the year of adoption. We are
required to adopt the FSP in the first quarter of 2007. The Company is currently evaluating the impact of the FSP
and does not believe it will have a material tmpact on our consolidated financial statements.

In September 2006, the staff of the SEC issued Staff Accounting Bulletin No. 108, Considering the Effects of
Prior Year Misstatements when Quantifying Misstatements in Current Year Financial Statements. This bulletin
provides guidance on the consideration of the effects of prior year misstatements in quantifying current year
misstatements for the purpose of a materiality assessment. The adoption of this pronouncement did not have a
material impact on our annual 2006 consolidated financial statements, :

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements, or SFAS 157, which defines fair
value, estabiishes a framework for measuring fair value in accordance with GAAP and expands disclosures about
fair-value measurements. We will adopt the provisions of SFAS No. 157 during the first quarter of 2008. We do
not believe such adoption will have a material irapact on our consolidated financial statements.

In July 2006, the FASB issued FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes—an
interpretation of FASB Statement No. 109, or FIN 48. This interpretation clarifies the accounting for uncertainty
in income taxes recognized in an entity’s financial statements in accordance with SFAS No. 109, Accounting for
Income Taxes. FIN 48 prescribes a recognition threshold and measurement attribute for the financial statement
recognition and measurement of a tax position taken or expected to be taken in a tax return. This interpretation
also provides guidance on derecognition, classification of interest and penalties, accounting in interim periods,
disclosure and transition. This interpretation is effective for fiscal years beginning after December 15, 2006. We
will be required to adopt this interpretation in the first quarter of 2007. We are currently evaluating the
requirements of FIN 48. We do not believe such adoption will have a material impact on our consolidated
financial statements.

In May 2005, the FASB issued SFAS No. 154, Accounting Changes and Error Corrections, or SFAS No. 154,
which supersedes Accounting Principles Board, or APB, Opinion No. 20, Accounting Changes and SFAS No. 3,
Reporting Accounting Changes in Interim Financial Statements. This statement amends the requirements for the
accounting for and reporting of changes in accounting principle. It requires the retroactive application to prior
periods’ financial statements of changes in accounting principles, unless it is impracticable to determine either
the period specific effects or the cumulative effect of the change. SFAS No. 154 does not change the guidance for
reporting the correction of an error in previously issued financial statements or the change in an accounting
estimate. SFAS No. 154 is effective for accounting changes and corrections of errors made in fiscal years
beginning after December 15, 2005. We adopted the requirements of SFAS No. 154 in the fourth quarter of 2005
and there was no material impact on our consolidated financial statements.
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In December 2004, the FASB issued SFAS No. 123(R), Share-Based Payment, or SFAS No. 123(R), which is a
revision of SFAS No. 123, Accounting for Stock-Based Compensation. SFAS No. 123(R) requires companies 1o
measure the cost of employee services received in exchange for an award of an equity instrument based on the
award’s fair value on the grant date and recognize the cost over the period during which an employee is required
to provide service in exchange for the award, generally the vesting period. This statement focuses primarily on
accounting for transactions in which an entity obtains employment services in stock-based payment transactions.
SFAS No. 123(R) is effective for publicly listed companies for the annual period beginning after December 135,
2005. We adopted SFAS No. 123(R) during the first quarter of 2006 and there was no material impact on our
consolidated financial statements.

Results of Operations
Summary of the Year ended December 31, 2006 compared to the Year ended December 31, 2005

As of December 31, 2006, we owned 379 consolidated operating properties located in 24 markets throughout the
Uniled States, two of which were classified as properties held for sale. As of December 31, 2005, we owned 264
consolidated operating properties located in 24 markets, nine of which are excluded from continuing operations
as they were sold or classified as held for sale as of December 31, 2006. We acquired 135 of these properties
during 2006. In addition, during 2006, we contributed or sold 21 of our properties, seven of which were classified
as discontinued operations in the consolidated statement of operations. See Note 3 to the Consolidated Financial
Statemnents for additional information regarding our dispositions. Additionally, during 2006, one development
property was completed and became an operating property. The net effect of such activities is the addition of 122
properties, or 16.6 million rentable square feet, to our continuing operating portfolio during 2006. As a result of
these additional 122 properties, the revenues and expenses from our continuing operations for the year ended
December 31, 2006 reflect a significant increase compared to the revenues and expenses from our operations for
the year ended December 31, 2005. The following table iilustrates the changes in our portfolio as of

December 31, 2006 compared 1o December 31, 2005, respectively (dollar amounts in thousands).

2006 2005
Bulk Light Industrial Bulk Light Indusirial
Distribution and Other Distribution and Other

Properties in continuing operations:
Number of buildings . ................... 223 154 155 100
Square feet (in thousands) ................ 48,589 7,394 34,110 5,294
Occupancy atend of period . . . ..........., 93.0% 388 % 94.8% 86.1%
Rentalrevenues .. ...................... $ 176,801 % 41,080 $ 94901 $ 22,319
Net operating income ® ..., .. ........... $ 138677 §% 29201 % 74444 % 15,830
Segment netasselts . .. ..oovurnernennnnnn. $ 2,160,856 % 528,167 $ 1,528,582 §$ 390,986

(4}  Net operating income (“NOI”) is defined as rental revenues, including reimbursements, less rental expenses and real
estate taxes, which excludes depreciation, amontization, general and administrative expensc and interest expense.

We consider NOI to be an appropriate supplemental performance measure because NOI reflects the operating
performance of our properties and excludes certain items that are not considered to be controllable in connection
with the management of the property such as depreciation, interest expense, interest income and general and
administrative expenses. However, NOI should not be viewed as an alternative measure of our financial
performance since it excludes expenses which could materially impact our results of operations. Further, our NOI
may not be comparable to that of other real estate companies, as they may use different methodologies for
calculating NOIL. Therefore, we believe net income, as defined by GAAP, to be the most appropriate measure to
evaluate our overall financial performance.
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The following 1able is a reconciliation of our NOI to our reported net loss from continuing operations for the
years ended December 31, 2006 and 2005 (in thousands):

2006 2005

Bulkdistribution NOL .................. ... .. ... . . $ 138,677 $ 74,444
Light industrial and other NOI ... ............. ... ... 290,201 15,830
[nstitutional capital management and other fees .......... .. ... 1,256 -
Real estate related depreciation and amortization ........ ... (107,873) (68,344)
General and administrative €Xpense ... ... (7,861) (2,794)
Asset management fees, related party ... (13,426) (8,901)
Equity in losses of unconsolidated joint ventures, net ,........ .. (289) —
Gain on dispositions of real estate interests .. ............. .. 9,409 —_
Loss on contract termination and other Internalization expenses . . (172,188) —
Interestexpense .............. . ... ... ... .. ... . . (66,789) (28,474)
Interestincomeandother ................ ... . . ... .. 5,368 3,193
Incometaxes ........ ... .. . (1,392) 210)
Minority interests ........................ .. ... ... 22,014 524

Loss from Continuing Operations .............. .. ... .. $(163,893)  $(14,732)

The following table reflects our total assets, net of accumulated depreciation and amortization, by property type
segment (in thousands):

December 31, December 3 I,

2006 2005
Property type segments:
Bulk distribution . .......... ... . ... ... ... . $2,160,856 $1,528,582
Lightindustrial andother ........ .. ... ... .. . 528,167 390,986
Total segment netassets . ................. .. .. 2,689,023 1,919,568
Assetsheldforsale ............ ... . ... ... .. . 41,895 —
Non-segment assets:
Land held for development .......... ... ... .. _. 23,195 8,049
Non-segment cash and cash equivalents .......... 3,302 84,771
Other non-segment assets ) . ... .. ... ... ... 92,061 45,307
Totalassets ..................... .. .. ... $2,849.476 $2,057,695

% Other non-segment assets primarily consists of corporate assets including investments in unconsolidated joint ventures,
notes receivable, certain loan costs, including loan costs associated with our financing obligations, and deferred
acquisition costs.

In addition to the significant increase in property operating activity for the year ended December 3 1, 2006
compared to the year ended December 31, 2005 resulting from the 2006 acquisition and development activities.
the following describes other significant differences between the periods that are a result of our continued
growth:

* In October 2006, we recorded a loss on contract termination and other associated expenses relating to
the Internalization of our Former Advisor of approximately $172.2 million.

*  During 2006, we recorded total gains on dispositions of real estate interests of approximately $14.6
million, including approximately $4.2 million related to the contribution of one 330,000 square foot
expansion project to Fund I, approximately $3.8 million related to the contribution of eight operating
properties totaling approximately 3.2 million square feet to institutional funds and approximately $6.6
million related to the disposition of 13 buildings totaling approximately 1.8 million rentable square feet.
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* Asset management fees paid to our Former Advisor of 0.75% per annum of the undepreciated cost of
our properties were higher by $4.5 million for the year ended December 31, 2006 compared to the same
period in 2005 as a result of higher average investments. This fee ended effective October 10, 2006 in
connection with the Internalization.

* We have increased our debt by issuing or assuming an additional $599.8 million of debt during 2006,
including our financing obligation related to the TIC Interests. This has resulted in higher interest
expense of approximately $38.3 miilion, or 134.6% in the year ended December 31, 2006 compared to

the same period in 2005,

During the year ended December 31, 2006, we recognized net loss of approximately $158.0 million, compared to
net loss of approximately $12.0 million for the same period in 2005. The components of the increase in operating
activities are reflected in the changes in rental revenues, rental expenses and real estate taxes, other income and
other expenses as more fully described below,

47




Comparison of the Year ended December 31, 2006 compared to the Year ended December 31, 2005

The foliowing table illustrates the changes in rental revenues, rental expenses and real estate taxes, property net
operating income, other income and other expenses for the year ended December 31, 2006 compared to the year
ended December 31, 2005. Qur same store portfolio included all properties that we owned during both the current
and prior year reporting periods for which the operations had been stabilized and consolidated for the entire
period presented. The same store portfolio for the year ended December 31, 2006 included 98 buildings totaling
15.9 million rentable square feet. A discussion of these changes follows the table (in thousands).

Year Ended
December 31,

2006 2003 $ Change
Rental Revenues
SAME SOre ... 3 66,711 $67243 § (532)
2006 acquisitions and dispositions . . ......... ... ... . 52,006 3,984 48,022
2005 acquisitions . ............. ... T 96,948 45953 50,995
Development .................... .. .. . ... .. ... 528 — 528
Revenues related to early lease terminations, net .............. .. .. 1,688 40 1,648
Total rental revenues ....................... ... ... 217,881 117,220 100,661
Rental Expenses and Real Estate Taxes
Samestore ... 16,296 16,440 (144)
2006 acquisitions and dispositions . .......... ... ... . ... ... .. 11,586 676 10,910
2005 acquisitions ... 21,946 9,817 12,129
Development .............. ... ... ... ... ... " 175 13 162
Total rental expenses and real estate taxes . .. ............ . 50,003 26,946 23,057
Property Net Operating Income
Samestore ......... ... 50,415 50,803 (388)
2006 acquisitions and dispositions ................ .. ... ... 40,420 3,308 37,112
2005 acquisitions ........... . ... ... 75,002 36,136 38,866
Development .................. ... ... ... ... ... " 353 (§K)] 366
Revenues related to early lease terminations, net . .......... . .. . 1,688 40 1,648
Total property net operating income .................. . 167,878 90,274 77,604
Other Income
Institutional capital management and other fees ............ . 1,256 — 1,256
Gain on disposition of real estate assets . ..................... . . 5,166 — 5,166
Gain on development activities ................. ... . ... . 4,243 — 4,243
Interestincome andother ......... ... . . . . . . . . . .7 5,368 3,193 2,175
Totalotherincome ................. ... ... ... .. 16,033 3,193 12,840
Other Expenses
Real estate related depreciation and amortization ........ ... ... 107,873 68,344 39,529
General and administrative expenses .. .................. .. . . 7,861 2,794 5,067
Asset management fees, related party ..., 13,426 8,901 4,525
Incometaxes................ ... . ... . . ... ... 1,392 210 1,182
Loss on contract termination and other related expenses............. 172,188 — 172,188
Equity in losses of unconsolidated joint ventures, net ., ..., ... ... .. 289 — 289
Interestexpense .......... ... ... .. ... ... 66,789 28,474 38,315
Total otherexpenses ............................ .. 369,818 108,723 261,095
Minority interests ................... ... .. . .. . ... . 22014 524 21,490
Income from discontinued operations .............. ..., . ... . . .. .. . 5,850 2,772 3,078
Netloss ..o $(158,043) $(11,960) $(146,083)
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(" For a discussion as to why we view net operating income to be an appropriate supplemental performance measure, and a
reconciliation of our net operating income for the year ended December 31, 2006 and 2005 to our reported net income
from continuing operations for the year ended December 31, 2006 and 2003, see Note 15 to our Consolidated Financial
Statements for additional information.

Rental Revenues

Rental revenues increased by approximately $100.7 million for the year ended December 31, 2006 compared to
the same period in 2005, primarily as a result of the rental revenues generated from an increase of 122 properties
in continuing operations with an aggregate 16.6 million square feet acquired in 2006. Same store rental revenues
decreased by approximately $0.5 million for the year ended December 31, 2006 compared to the same period in
2005 primarily due to lower occupancy. Additionally, revenues related to early lease terminations were
approximately $1.7 million for the year ended December 31, 2006 compared to approximately $40,000 for the
same period in 2005, after revenue of $3.7 million related to an early lease termination was reclassified 1o
discontinued operations.

Rental Expenses and Real Estate Taxes

Rental expenses and real estate taxes increased by approximately $23.1 million for the year ended December 31,
2006 compared to the same period in 2005, primarily as a result of acquisitions and higher real estate taxes. Same
store rental expenses and real estate taxes decreased by approximately $0.1 million for the year ended

December 31, 2006 as compared to the same period in 2005, as increases in property taxes of approximately $0.2
million were offset by decreases in non-recoverable expenses.

Other Income

Other income increased by approximately $12.8 million for the year ended December 31, 2006 as compared to
the same period in 2005, primarily as a result of a gain recorded on the disposition of real estate interests of
approximately $5.2 million, a gain of approximately $4.2 million recorded in connection with the completion and
contribution of the aforementioned June 2006 building expansion, an increase in interest income of $2.2 million
due to higher average cash balances held in interest bearing bank accounts and such accounts yielding a higher
rate of return during the year ended December 31, 2006 as compared to the same period in 2005 and institutional
capital management and other fees of approximately $1.2 million recognized in 2006.

Other Expenses

Real estate related depreciation and amortization increased by approximately $39.5 million for the year ended
December 31, 2006 as compared to the same period in 2005, primarily due to acquisitions. The increase in asset
management fees payable to our Former Advisor of approximately $4.5 million was attributable to the
aforementioned additional properties, all of which were subject to the 0.75% asset management fee referenced
above through the date of the Internalization of our Former Advisor. A loss of approximately $172.2 million was
recorded during the year ended December 31, 2006 related to the acquisition of our Former Advisor for
15,111,111 OP Units and the associated termination of contracts with our Former Advisor upon consummation of
the Internalization. The increase in interest expense of approximately $38.3 million is primarily attributable to
higher average oulstanding debt balances and higher financing obligation balances that were outstanding during
the year ended December 31, 2006 compared to the same period in 2008,
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Summary of the Year ended December 31, 2005 compared to the Year ended December 31, 2004

As of December 31, 2005, we owned 264 consolidated operating properties located in 23 markets throughout the
United States, nine of which are excluded from continuing operations as they were sold or classified as held for
sale as of December 31, 2006. As of December 31, 2004, we owned 106 consolidated operating properties
located in 16 markets, seven of which are excluded from continuing operations as they were sold or classified as
held for sale as of December 31, 2006. We acquired 158 of these properties during 2005 including two properties
which were subsequently classified as held for sale and whose results of operations have been recorded to income
from discontinued operations on the consolidated statement of operations. The net effect of such activities is the
addition of 156 properties, or 22.6 million rentable square feet, to our continuing operating portfolio since
December 31, 2004. As a result of these additional 156 properties, the revenues and expenses from our
operations for the year ended December 31, 2005 reflect a significant increase compared to the revenues and
expenses from our operations for the year ended December 31, 2004. The following table illustrates the changes
in our portfolio as of December 31, 2005 compared to December 31, 2004, respectively (dollar amounts in

thousands).
2005 2004

Bulk Light Industrial Bulk Light Industrial
Properties in continuing operations; Distribution and Other Distribution and Other
Number of buildings ........... ... .. . .. 155 100 64 35
Square feet (in thousands) ............ ... . 34,110 5,294 14,816 1,767
Occupancy atend of period . ........ ... ... 94.8% 86.1% 92.1% 90.2%
Rentalrevenues .................. ... .. $ 94901 S 22319 § 29734 $ 3,764
Net operating income ......... ... .. .. . .. $ 74444 3 15,830 & 23717 % 2,847
Segmentnetassets , . ................. . 31,528,582 % 390986 $ 607543 § 136,281

The following table is a reconciliation of our NOI to our reported net loss from continuing operations for the
years ended December 31, 2005 and 2004 (in thousands):

2005 2004

$ 74,444  $ 23,717
15,830 2,847
(68,344)  (18,649)
(2,79 (2,097
(8,901)  (1,525)
(28,474)  (5,978)
3,193 1,408
(210 (275)
524 —
$(14,732) $ (552)




The following table reflects our total assets, net of accumulated depreciation and amortization, by property type
segment (in thousands):

December 31, December 31,

2005 2004
Property type segments:
Bulk distribution . .. ... ... ... e $1,528,582 $607.543
Light industrial and other .......... .. ... .. .. ... ..... 390,986 136,282
Total segment NELasSets .. .. .. ..ottt it ennns 1,919,568 743,825
Assetsheldforsale .. ... ... ... .. . . .. ... ... — _—
Non-segment assets:
Land held fordevelopment .............. ... .. ... ... ..., 8,049 —
Non-segment cash and cashequivalents . ... ................ 84,771 16,119
Other non-segmentassets (0 .. ... . .. ... .. L. 45,307 24,864
Tolal aSSet5 . . . .. $2.,057,695 $784,808

(3 QOther non-segment assets primarily consists of corporate assets including investments in unconsolidated joint ventures,
noles receivable, certain loan costs, including loan costs associated with our financing obligations, and deferred
dcquisition costs.

In addition to the significant increase in property operating activity for the year ended December 31, 2005
compared to the year ended December 31, 2004 resulting from the 2005 acquisition and development activities,
the following describes other significant differences between the periods that are a result of our continued
growth:

*  We increased our debt by issving or assuming an additional $583.4 million of debt in 2005, This has
resulted in higher interest expense of approximately $22.5 million, or 376.3% in the year ended
December 31, 2005 compared to the same period in 2004,

* Asset management fees paid to our Former Advisor of 0.75% per annum of the undepreciated cost of
our properties were higher by $7.4 million for the year ended December 31, 2005 compared to the same
period in 2004 as a result of the additional 158 properties being subject to these fees during the 2003
period.

During the year ended December 31, 2005, we recognized net loss of approximately $12.0 million, compared to
net loss of approximately $255.000 for the same period in 2004, The components of the increase in operating
activities are reflected in the changes in rental revenues, rental expenses and real estate taxes, other income and
other expenses as more fully described below.
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Comparison of the Year ended December 31, 2005 compared to the Year ended December 31, 2004

The following table illustrates the changes in rental revenues, rental expenses and real estate taxes, property net
operating income, other income and other expenses for the year ended December 31, 2005 compared to the year
ended December 31, 2004. Qur same store portfolio included all properties that we owned during both the current
and prior year reporting periods for which the operations had been stabilized and consolidated for the entire
period presented. The same store portfolio for the year ended December 31, 2005 included 13 buildings totaling
3.7 million rentable square feet. A discussion of these changes follows the table (in thousands).

Year Ended
December 31,
2005 2004 $ Change
Rental Revenues
Samestore ... $ 15136 $14,537 $ 599
2005 acquisitions and dispositions ............. ... ... ... ... ... .. 49,670 1,185 48,485
2004 acquisitions ................... . ... 52,374 17,776 34,598
Development ............ ... ... ... ... — — —
Revenues related to early lease terminations, net ............ ..., .. ... 40 — 40
Total rental revenues............................ ... .. 117.220 33,498 83,722
Rental Expenses and Real Estate Taxes
Samestore ... 3,124 3,047 77
2005 acquisitions and dispositions ............ ... " 10,493 138 10,355
2004 acquisitions ... 13,316 3,749 9,567
Development ...................... ... ... 13 — 13
Total rental expenses and real estate taxes ...................... 26,946 6,934 20,012
Property Net Operating Income ®
SBME SIOTC . ... 12,012 11,490 522
2005 acquisitions and dispositions ....................... ... 39,177 1,047 38,130
2004 acquisitions ... .. ... . 39,058 14,027 25,031
Development ................. .. .. (13) — (13)
Revenues related to carly lease terminations, net . ...... ... ... .. .. . 40 — 40
Total property net operating income ............... ... . 90,274 26,564 63,710
Other Income
Institutional capital management and other fees .............. . . — — —
Gain on disposition of real estate assets ................. ... . . — — —
Gain on development activities ..................... .. .. — — —
Interest income and other ............ ... . . . 3,193 1,408 1,785
Totalotherincome ............... . ... ... . 3,193 1,408 1,785
Other Expenses
Real estate related depreciation and amortization ....... ... ... ... . 68,344 18,649 49,695
General and administrative EXPENSES . ... .. 2,794 2,097 697
Asset management fees, related PAty .. 8,901 1,525 7,376
Income taxes ........ . ... L 210 275 (65}
Loss on contract termination and other related expenses . .............. — — —
Equity in losses of unconsolidated joint ventures, net ............ .. .. — — —
Interestexpense ....... .. ... ... .. . .. ..o 28,474 5,978 22,496
Total other expenses ......................... ... ... 108,723 28,524 80,199
Minority interests ..................... .. ... ... 524 — 524
Income from discontinued Operations ............... ... . 2,772 297 2,475
Netloss ... $(11,960) $ (255) $(1 1,705)

(footnote on following page)
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i For a discussion as 10 why we view net operating income to be an appropriate supplemental performance measure,
and a reconciliation of our net operating income for the year ended December 31, 2005 and 2004 to our reported net
income from continuing operations for the year ended December 31, 2005 and 2004, sec Note 15 1o our
Consolidated Financial Statements for additional information.

Rental Revenues

Rental revenues increased by approximately $83.7 million for the year ended December 31, 2005 compared to
the same period in 2004, primarily as a result of the rental revenues generated from the addition of 156 properties
1o continuing operations with an aggregate 22.6 million square feet acquired in 2005. Same store rental revenues
increased by approximately $0.6 million, or 4.1%, for the year ended December 31, 2005 compared (o the same
period in 2004 due primarily to increased occupancy. Additionally, revenues related to early lease terminations
of approximately $40,000 were recorded during the year ended December 31, 2005, after revenue of $3.7 million
related to an early lease termination was reclassified to discontinued operations. There was no revenue refated to
curly lease terminations in 2004,

Rental Expenses and Real Estate Taxes

Rental expenses and real estate taxes increased by approximately $20.0 million for the year ended December 31,
2005 compared to the same period in 2004, primarily as a result of the additional operating properties acquired
subsequent to December 31, 2004 and higher real estate taxes. Same store rental expenses and real estate taxes
were flat for the year ended December 31, 2005 as compared to the same period in 2005, primarily due to
increased real estate laxes and utilities expenses which were offset by a decrease in insurance premiums.

Other Income

Other income increased by approximately $1.8 million for the year ended December 31, 2005 as compared to the
same period in 2004, due to an increase in interest income due to higher average cash balances held in interest
bearing bank accounts and such accounts yielding a higher rate of return during the year ended December 31,
2005 as compared 10 the same period in 2004,

Other Expenses

Real estate related depreciation and amortization increased by approximately $49.7 million for the year ended
December 31, 2006 as compared 1o the same period in 2004, primarily due to properties acquired during 2004
and 2005. The increase in asset management fees payable to our Former Advisor of approximately $7.4 million
was attributable to the aforementioned additional properties, all of which were subject to a 0.75% asset
management fee. The increase in interest expense of approximately $22.5 million is primarily attributable to
higher average outstanding debt balances and higher financing obligation balances that were outstanding during
the year ended December 31, 2005 compared to the same period in 2004,

Liguidity and Capital Resources

Overview

We currently expect that our principal sources of working capital and funding for acquisitions and potential
capital requirements for expansions and renovation of properties, developments, distributions 1o investors and
debt service will include:

* Cash flows from operations;
* Proceeds from capital recycling, including asset contributions or dispositions;
* Borrowings under our senior unsecured credit facility;

*  Other forms of secured or unsecured financings;
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* Current cash balances; and

* Capital from our institutional capital management business.

We believe that our sources of capital, specifically our cash flows from operations, borrowings under our credit
facility, other forms of secured or unsecured financings, current cash balances, capital from our institutional
capital management business, and proceeds from capital recycling are adequate and will continue to be adequate
to meet our short-term liquidity requirements and capital commitments. These liquidity requirements and capital
commitments include operating activities, debt service obligations, regular quarterly stockholder distributions,
capital expenditures at our properties, forward purchase commitments (as more fully described below), the
acquisition of one property that closed subsequent to December 31, 2006, the acquisition of four properties which
are currently under contract and future acquisitions of unidentified properties. The property that was acquired
subsequent to December 31, 2006 totaled approximately 280,000 square feet and had a purchase price of $13.1
million and the four buildings that are currently under contract total approximately 1.4 million rentable square
feet and have an aggregate purchase price of approximately $61.4 million. We anticipate that the acquisitions that
have not yet closed will close over the next several months. However, the contracts related to these acquisitions
are subject to a number of contingencies, and there can be o assurances that these acquisitions will be
completed.

We expect to utilize the same sources of capital we rely on to meet our short-term liquidity requirements to meet
our long-term liquidity requirements. We expect these resources will be adequate to fund our operating activities,
debt service obligations and stockholder distributions and will be sufficient to fund our ongoing acquisition and
development activities as well as to provide capital for investment in future development and other joint ventures
along with additional potential forward purchase commitments. In addition, we may engage in future offerings of
comumon stock or other securities, although we have no current expectation of doing so in the near term.

Cash Flows

During the years ended December 31, 2006, 2005 and 2004, our cash provided by operating activities increased
from year to year, generating approximately $91.7 million, $66.3 million and $21.2 million, respectively,
primarily related to increased operating income from our consolidated operating properties. During the years
ended December 31, 2006, 2005 and 2004, our cash provided by financing activities was approximately

$805.4 miliion, $756.0 million, and $558.6 million, respectively. During these years, we generated net proceeds
of approximately $325.9 million, $603.3 million and $495.2 million, respectively, through saies of our common
stock and $121.3 million, $145.3 million 29.9 million, respectively, from our operating partnership’s private
Placement. In addition, we issued debt of approximately $459.3 million, $60.9 million and $54.0 million,
respectively. These sources of capital were utilized to fund our cash used in investing activities of $968.8 million,
$750.9 million and $560.3 million for the years ended December 31, 2006, 2005 and 2004, respectively,
primarily related to the investment in real estate of approximately $1,058.9 million, $661.1 million and $548.2
million, respectively,

We declared distributions of $98.1 million, $62.3 million and $24.3 miliion for the years ending December 31,
2006, 2005 and 2004, respectively. Pursuant to a distribution reinvestment plan, $40.7 million, $34.4 million and
$12.9 million, respectively, of the distributions declared during the years ended December 31, 2006, 2005 and
2004, were satisfied through the issuance of approximately 4.1 million, 3.5 million and 1.3 million shares of our
common stock, respectively. The remainder of the distributions declared in 2006, 2005 and 2004 was funded
from cash flows from operations.

Equity Transactions

In December 2006, we completed a listing on the NYSE issuing 16.3 million shares for net proceeds of
approximately $186.7 miilion, before expenses of $2.3 million. Additionally during 2006, we raised
approximately $137.3 million of net proceeds from the sale of our common stock in connection with our fourth
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continuous public offering, which we closed on January 23, 2006. Additionally we sold 88,889 shares in October
2006. The net proceeds from the sale of these securities were transferred to our operating partnership for a
number of OP Units equal to the shares of common stock sold in our prior continuous public offerings. Although
we closed the primary offering component of our fourth continuous public offering, we continued to offer shares
through our distribution reinvestment plan through our 2006 third quarter distribution, which resuited in the
issuance of 5.2 million shares or $51.7 million of dividends reinvested during the year ended December 31, 2006.
Our distribution reinvestment plan was terminated on December 23, 2006. As of December 31, 2006, we had
168,354,596 shares of common stock outstanding.

Prior to the Internalization, pursuant to the advisory agreement, our Former Advisor was obligated to advance all
of our offering costs, subject to its right to be reimbursed for such costs by us in an amount up to 2% of the gross
offering proceeds raised. Such offering costs included, but were not limited to, actual legal, accounting, printing
and other expenses attributable to preparing the SEC registration statements, qualification of the shares for sale in
the states and filing fees incurred by our Former Advisor, as well as reimbursements for marketing, salaries and
direct expenses of its employees while engaged in registering and marketing the shares, other than selling
commissions and the dealer manager fee, which is described below. We no longer bear the costs of these
reimbursements as a result of our Former Advisor becoming our wholly-owned subsidiary on QOctober 10, 2006
in connection with the Internalization.

During the year ended December 31, 2006, our Former Advisor incurred approximately $1.6 million of offering
costs and, during the same period, we reimbursed our Former Advisor approximately $2.1 million for such costs,
which includes unreimbursed costs from prior periods. For the year ended December 31, 2005, our Former
Adpvisor incurred approximately $8.6 million of offering costs and, during the same period, we reimbursed our
Former Advisor approximately $13.3 million for such costs. As described above, we closed the primary offering
component of our fourth continuous public offering on January 23, 2006, and, as of December 31, 2006, we had
reimbursed our Former Advisor for all of the then-existing unreimbursed offering costs.

Pursuant to a certain dealer manager agreement, we were obligated to pay Dividend Capital Securities LLC, or
our former dealer manager, a dealer manager fee and sales commissions up to 2.0% and 6.0%, respectively, of
gross proceeds raised from our prior continuous public offerings of common stock. For the year ended
December 31, 2006, we incurred approximately $11.3 million payable to our former dealer manager for dealer
manager fees and sales commissions. For the year ended December 31, 2005, we incurred approximately

$49.9 million payable to our former dealer manager for dealer manager fees and sales commissions. As of
December 31, 2006, all sales commissions had been re-allowed to participating broker-dealers. We terminated
this dealer manager agreement on October 10, 2006 in connection with the consummation of the Internalization.

Our Operating Partnership’s Private Placement

Prior to October 10, 2006, our operating partnership offered TIC Interests in our properties to accredited
investors in a private placement exempt from registration under the Securities Act. These TIC Interests may have
served as replacement properties for investors seeking to complete like-kind exchange transactions under
Section 1031 of the Code. Additionally, the TIC Interests sold to accredited investors are 100% leased by our
operating partnership pursuant to master leases, and such leases contain purchase options whereby our operating
partnership has the right, but not the obligation, to acquire the TIC Interests from the investors at a later point in
time in exchange for OP Units in our operating partnership under Section 721 of the Cede.

From November 26, 2003 through October 10, 2006, we raised $299.3 million of gross proceeds (of which
$264.8 million was gross equity proceeds) from the sale of TIC Interests in 37 industrial buildings. During the
years ended December 31, 2006 and 2005, we raised approximately $121.3 million and $145.3 million from the
sale of TIC Interests in our properties, respectively, From April 8, 2005 through December 31, 2006, our
operating partnership issued approximately $91.5 million of OP Units (approximately 8.6 million OP Units) in
conjunction with the exercises of certain purchase options for certain industrial properties in which our operating
partnership had sold TIC Interests. On October 10, 2006, we discontinued our operating partnership’s private
placement.
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The sales of the TIC Interests were included in financing obligations in our accompanying consolidated balance
sheets pursuant to SFAS No. 98, Accounting for Leases, or SFAS No., 98. We have leased the TIC Interests sold
to unrelated third parties, and in accordance with SFAS No. 98, a portion of the rental payments made to third
parties under the lease agreements are recognized as a reduction to the related financing obligation and a portion
is recognized as interest expense using the interest method.

During the years ended December 31, 2006, 2005 and 2004, we incurred approximately $13.3 million,

$3.9 million and $0.8 million, respectively, of rental expense under various lease agreements with these
accredited investors. A portion of such amounts were accounted for as a reduction of the principal outstanding
balance of the financing obligations, and a portion was accounted for as an increase to interest expense in the
accompanying consolidated financial statements. The various lease agreements in place as of December 31, 2006
contain expiration dates ranging from August 2020 to December 2025. The following table sets forth the five-
year, future minimum rental payments due to third parties under the various lease agreements (in thousands):

Future Minimum

Year Ending December 31, . Rental Payments
2007 . e $ 16,190
2008 .. 17,939
2000 .. 17,604
000 oo 17,361
2001 .o 17,116
Thereafter ... o 135,540
Total ..o $ 221,750
]

Our operating partnership has paid certain up-front fees and reimbursed certain related expenses to our Former
Advisor, our Former Dealer Manager and Dividend Capital Exchange Facilitators LLC, or our Former
Facilitator, for raising capital through our operating partnership’s private placement,

Our Former Advisor was obligated to pay all of the offering and marketing related costs associated with the
private placement, However, our operating partnership was obligated to pay our Former Advisor a
non-accountable expense allowance, which equaled 2% of the gross equity proceeds raised through the private
placement. In addition, our operating partnership was obligated to pay our Former Dealer Manager a dealer
manager fee of up to 1.5% of the gross equity proceeds raised and a commission of up to 5% of the gross equity
proceeds raised through the private placement, Our Former Dealer Manager has re-allowed such commissions
and a portion of such dealer manager fee to participating broker dealers. Our operating partnership was also
obligated to pay a transaction facilitation fee to our Former Facilitator of up to 1.5% of the £ross equity proceeds
raised through the private placement. We terminated these arrangements with our Former Dealer Manager and
our Former Facilitator on October 10, 2006 in connection with the consummation of the Internalization,

During the years ended December 31, 2006, 2005 and 2004, our operating partnership incurred up-front costs of
approximately $12.0 miltion, $11.6 million and $2.6 miilion, respectively, payable to our Former Advisor and
other affiliates for effecting these transactions which are accounted for as deferred loan costs. Such deferred loan
costs are included on our audited consolidated balance sheets and amortized to interest expense over the life of
the financing obligation.

If our operating partnership elects to exercise any purchase option as described above and issue OP Units, the
unamortized portion of up-front fees and expense reimbursements paid to affiliates will be recorded against
minority interests as a selling cost of the QP Units. If our operating partnership does not elect to exercise any
such purchase option, we will continue to account for these transactions as a financing obligation because we will
continue to sub-lease 100% of the properties and will therefore not meet the definition of “active use” set forth in
SFAS No. 98.
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During the year ended December 31, 2006, our operating partnership exercised purchase options to buy certain
TIC Interests it had previously sold in 11 industrial properties located in Arizona, Georgia, Indiana, Kentucky,
Southern California and Texas. In connection with the exercise of these options, our operating partnership issued
an aggregate of approximately 6.9 million OP Units valued at approximately $73.1 million to acquire such TIC
Interests.

During the year ended December 31, 2005, our operating partnership exercised purchase options to buy certain
TIC Interests it had previously sold in two properties located in Memphis, Tennessee and one property located in
Atlanta, Georgia. In connection with the exercise of these options, our operating partnership issued an aggregate
of approximately 1.7 million OP Units valued at approximately $18.3 million to acquire such TIC Interests.

As of December 31, 2006, our operating partnership had options to purchase 209 TIC Interests in 23 properties.
In early October 2006, our operating partnership provided notice of exercise of its purchase options to the holders
of these TIC Interests. However, for the exercise to have been effective for each of these 23 properties, all of the
TIC Interest holders in such property had to consent to amend the related master lease. The amendment fixed the
number of OP Units to be paid and accelerated the date of closing of the purchase of the TIC Interests in each
property o the earlier of: (1) a date selected by our operating partnership that was within 60 days after the
completion of this offering; or (2) a date selected by our operating partnership that was within the stipulated
closing period in the original master lease. The fixed purchase price for the TIC Interests was determined based
on the value of the underlying real estate asset and the price per OP Unit paid in the Internalization. Qur
operating partnership received unanimous written consents to amend the master leases related to 14 of these 23
properties, which gives our operating partnership the right to purchase all remaining TIC Interests in these 14
properties for an aggregate of 6.8 million OP Units valued at approximately $76.9 million during the accelerated
closing period. Our operating partnership did not receive unanimous consents for the nine remaining properties,
which would have given our operating partnership the right to purchase all remaining TIC Interests in these nine
properties for an aggregate of 8.6 million OP Units valued at approximately $96.5 million. Therefore, these nine
properties will continue to be subject to our operating partnership’s purchase options under the terms of the
original master leases. The closing periods for the purchase options relating to these nine remaining properties
begin on March 31, 2007 and end on February 29, 2008.

Institutional Capital Management
DCT Fund 1

As described in more detail above, on February 21, 2006, we entered into a joint venture with BBK 1o create
Fund L. We contributed six industrial properties to Fund [ totaling approximately 2.6 million rentable square feet
after completion of a 330,000 square foot expansion project. The contribution value of the six buildings upon
completion of the expansion was approximately $122.8 million. Contemporaneously with our contribution,
Fund I issued $84.4 million of secured non-recourse debt, and BBK contributed $19.7 million of equity to

Fund I. Upon receipt of these proceeds, Fund I made a special distribuiion to us of approximately $102.7 million.
The expansion was completed during June 2006, and, contemporaneously with the completion of the expansion,
Fund I issued $11.1 million of additional secured non-recourse debt and BBK contributed $2.6 million of equity
to Fund 1. Upon receipt of these proceeds, Fund I made a special distribution to us of approximately

$13.7 million. With the completion of these transactions, our ownership of Fund I is 20% and BBK’s ownership
of Fund [ is 80%.

Pursuant to our joint venture agreement, we act as asset manager for Fund I and earn certain fees, including asset
management fees related to the properties we manage. In addition to these fees, after we and BBK are repaid our
respective capital contributions plus a preferred return, we have the right to receive a promoted interest in Fund I
based on performance.

TRT-DCT Industrial Joint Venture I

We have entered into a strategic relationship with DCTRT whereby we have entered one and anticipate entering
into an additional two joint ventures with DCTRT and/or its affiliates to serve as the exclusive vehicles through
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which DCTRT will acquire industrial real estate assets in certain major markets in which we currently operate
until the end of 2008. The exclusivity provisions remain in effect so long as we introduce a certain minimum
amount of potential acquisition opportunities within a specified time frame for each joint venture.

We act as co-general partner of these Joint ventures, subject to the approval of major decisions by DCTRT, and
carn an asset management fee of 45 basis points per annum on assets under management, an acquisition fee of 50
basis points of the joint venture’s Pro rata share of the purchase price (including any assumed debt, but excluding
certain transaction costs) of assets it acquires and, under certain circumstances, a construction management fee
and a disposition fee. In addition to these fees, after we and DCTRT are repaid our respective capital
contributions plus a preferred return, we have the right to receive a promoted interest based on performance.
Each joint venture is funded as follows: (1) an equity contribution from DCTRT to the joint venture (which will
generally be not less than approximately 80.0% of the joint venture’s required equity capitalization); (ii) an
equity contribution from us to the Joint venture (which generally will be up to approximately 20.0% of the joint
venture’s required equity capitalization); and (iif) secured debt financing to be obtained by the joint venture with
a targeted loan-to-value of no less than 55.0% and no more than 75.0%. Our actual ownership percent may vary
depending on amounts of capital contributed and the timing of contributions and distributions.

On September 1, 2006, we entered into the first Joint venture agreement with DCTRT, TRT-DCT Industrial Joint
Venture I, G.P., or TRT-DCT Venture I, pursuant to which we anticipate TRT-DCT Venture I will own up to
$208.0 million of industrial properties. As of December 31, 2006, the venture owned four buildings representing
$57.3 miltion of industrial properties. TRT-DCT Venture I purchased two properties totaling approximately
525,000 rentable square feet during the year ended December 31, 2006 with a combined purchase price of
approximately $32.4 million. On December 8, 2006, we contributed an additional two properties to TRT-DCT
Venture I totaling approximately 576,000 rentable square feet with a combined contribution value of
approximately $24.9 million. During 2007, additional assets will either be (a) contributed by us to TRT-DCT
Venture L, (b) sold by us to DCTRT pursuant to terms described in the partnership agreement, or (¢) acquired by
TRT-DCT Venture I through third-party purchases.

As co-general partner, we make the initial determination as to whether an asset will be acquired by TRT-DCT
Venture [, and this determination is then subject to DCTRT’s review and approval. With respect to our own
assets, if the proposed asset has been owned by us for four months or less and no significant leasing,
development or repositioning of the asset has occurred, the purchase price for the asset is equal to our total gross
cost basis and, if the proposed asset has been owned by us for more than four months or significant leasing,
development or repositioning of the asset has occurred, the purchase price for the asset is equal to the asset’s fair
market value as determined by an unaffiliated appraiser plus incremental third-party costs including legal, due
diligence and debt financing expenses. However, we have no obligation to seil an asset if the appraised value is
less than our cost basis. Assets that are acquired from third parties are valued at the acquisition’s total gross cost,
which includes the purchase price, due diligence costs and closing costs. We will receive an acquisition fee of 50
basis points as described above in connection with all assets that are contributed or sold.

Asset Management

In October 2006, we sold six industrial properties totaling approximately 1.2 million rentable square feet to
DCTRT for a total purchase price of approximately $65.3 million. As described above, we will manage these
assets and earn an asset management fee and DCTRT will have the obligation, under certain circumstances and
subject to our approval, to contribute such assets to TRT-DCT Venture I at a later date.

Debt Service Requirements

As of December 31, 2006, we had total outstanding debt, excluding premiums and financing obligations related
10 our operating partnership’s private placement, of approximately $1.1 billion consisting primarily of unsecured
notes and secured, fixed-rate, non-recourse mortgage notes. All of these notes require monthl y or quarterly
payments of interest and many require, or will ultimately require, monthly or quarterly repayments of principal
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(for additional information, see Note 5 to our Consolidated Financial Statements as of and for the year ended
December 31, 2006). Currently, cash flows from our operations are sufficient to satisfy these monthly and
quarterly debt service requirements and we anticipate that cash flows from operatiens will continue to be
sufficient to satisfy our regular monthly and quarterly debt service. During the years ended December 31, 2006
and 2005, our debt service, including principal and interest, totaled $68.2 miilion and $25.0 million, respectively.

Forward Purchase Commitments
Nexxus

In November 2006, we entered into six separate forward purchase commitments with Nexxus Desarrollos
Industriales, or Nexxus, to acquire six newly constructed buildings totaling approximately 859,000 rentable
square feet. The six buildings will be located on separate development sites in four submarkets in the
metropolitan area of Monterrey, Nuevo Leon, Mexico. The forward purchase commitments obligate us to acquire
each of the six facilities from Nexxus upon completion, subject to a variety of conditions related to, among other
things, the buildings complying with approved drawings and specifications. Timing on closing under the
purchase obligation depends on leasing at each building prior to building completion. Qur aggregate purchase
price for the six facilities is no less than $33.8 miltion and increases as buildings are leased prior to closing.
Contemporaneously with the execution of the forward purchase commitments, we provided Nexxus with six
separate letters of credit aggregating $33.8 million to secure our future performance under the forward purchase
commitments, all subject to a variety of construction and site related conditions. Construction of the first building
commenced in the first quarter of 2007. Closing on the individual buildings is expected to occur in 2007 and
2008.

Deltapoint

In March 2005, a wholly-owned subsidiary of our operating partnership entered into a joint venture agreement
with Deltapoint Park Associates, LLC, an unrelated third-party developer, to acquire 47 acres of land and to
develop an 885,000 square foot distribution facility located in Memphis, Tennessee. Deltapoint Park Partners
LLC, or Deltapoint, a Delaware limited liability company, was created for the purpose of conducting business on
behalf of the joint venture. Pursuant to Deltapoint’s operating agreement, we were obligated to make the majority
of the initial capital contributions and we received a preferred return on such capital contributions. Subsequent to
the closing of a construction loan in May 2005, Deltapoint repaid us our initial capital contributions plus our
preferred return, and we ceased to be a member of Deltapoint. Contemporaneously with the closing of the
construction loan, our operating partnership entered into a forward purchase commitment agreement whereby we
are obligated to acquire the distribution facility from Deltapoint upon the earlier to occur of (i) stabilization of
the project, and (ii) May 9, 2007, at a purchase price, mostly dependent upon leasing, based on the originally
budgeted development costs of approximately $26.0 million. Our future performance under the forward purchase
commitment is secured by a letter of credit in the amount of $5.3 million. Construction of the facility was
completed early in 2006 and the facility is currently in the leasing phase.

Distributions

The payment of distributions is determined by our board of directors and may be adjusted at its discretion at any
time. In December 2005, our board of directors set the 2006 distribution level at an annualized $0.64 per share or
OP unit. The distribution was set by our board of directors at a leve! it believed to be appropriate and sustainable
based upon the evaluation of existing assets within our portfolio, anticipated acquisitions, projected levels of
additional capital to be raised, debt to be incurred in the future and our anticipated results of operations.

For the years ended December 31, 2006, 2005 and 2004, our board of directors declared distributions to
stockholders totaling approximately $98.1 million, $62.3 million and $24.3 million, respectively, including
distributions to OP unitholders. During the year ended December 31, 2006, we paid the following distributions:
(i) $19.6 million on January 17, 2006, for distributions declared in the fourth quarter of 2005, (ii) $22.9 million
on April 17, 2006, for distributions declared in the first quarter of 2006, (iii) $23.9 million on July 17, 2006, for
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distributions declared in the second quarter of 2006 and (iv) $24.3 million on October 2, 2006, for distributions
declared in the third quarter of 2006. During the year ended December 31, 2005, we paid the following
distributions: (i) $9.7 million on January 18, 2005, for distributions declared in the fourth quarter of 2004,

(i) $11.7 million on April 15, 2005, for distributions declared in the first quarter of 2005 (iii) $14.1 million on
July 15, 2005, for distributions declared in the second quarter of 2005 and (iv) $16.9 million on Qctober 17,
2005, for distributions declared in the third quarter of 2005.

Portions of the aforementioned distributions were satisfied through the issuance of shares pursuant to our
distribution reinvestment plan as described below. The remainder was funded from cash flows from operations.

Distribution Reinvestment Plan

Pursuant to a distribution reinvestment plan, $40.7 million, $34.4 million and $12.9 million, respectively, of the
distributions declared during the years ended December 31, 2006, 2005 and 2004, were satisfied through the
tssuance of approximately 4.1 million, 3.5 million and 1.3 million shares of our common stock, respectively, at a
3.0% discount from our then-current public offering share price. Prior to October 18, 2004, the discounted
purchase price for such shares was $9.50 per share, and thereafter the purchase price was $9.975 per share, Our
distribution reinvestment plan was terminated on December 23, 2006. However, we intend to adopt a new
distribution reinvestment plan with different terms and we expect to implement this plan during the first half of
2007.

Share Redemption Program

Prior to our listing on the New York Stock Exchange, we maintained a share redemption program to provide
liquidity for our stockholders and holders of OP units in our operating partnership until a secondary market
developed for our shares. During the years ended December 31, 2006, 2005 and 2004, we redeemed
approximateiy 1.3 million, 970,000 and 214,000 shares of our common stock, respectively, for total
consideration of approximately $12.9 million, $9.3 million and $2.1 million, respectively, pursuant to the share
redemption program. Our share redemption program was terminated on December 13, 2006,

Outstanding Indebtedness

Our outstanding indebtedness consists of secured mortgage debt, unsecured notes and secured and unsecured
revolving credit facilities. As of December 31, 2006, outstanding indebtedness, excluding $48.9 million
representing our proportionate share of debt associated with unconsolidated joint ventures, totaled approximately
$1.1 billion. As of December 31, 20085, outstanding indebtedness totaled approximately $642.3 million. As of
December 31, 2006, the historical cost of all our consolidated properties, including properties held for sale, was
approximately $2.9 billion and the historical cost of all properties securing our fixed rate mortgage debt and
senior secured credit facility was approximately $1.3 billion and $44.9 million, respectively. As of December 31,
2005, the total historical cost of our properties was approximately $2.0 billion and the total historical cost of
properties securing our fixed rate mortgage debt was approximately $1.2 billion. Our debt has various covenants
and we were in compliance with all of these covenants as of December 31, 2006 and 2005,

Lines of Credit

In December 2006, we amended our senior unsecured revolving credit facility with a syndicated group of banks,
increasing the total capacity from $250.0 million to $300.0 million and extending the maturity date from
December 2008 to December 2010. The facility has provisions to increase its total capacity to $500.0 million. At
our election, the facility bears interest either at LIBOR plus between 0.55% and 1.1%, depending upon our
consolidated leverage, or at prime and is subject to an annual facility fee. The facility contains various covenants,
including financial covenants with respect to consolidated leverage, tangible net worth, fixed charge coverage,
unsecured indebtedness, fixed charge coverage and secured indebtedness. As of December 31, 2006 and 2005,
we were in compliance with all of these covenants. As of December 31, 2006, $34.3 million was outstanding
under this facility and, as of December 31, 2005, there was no outstanding balance under this facility.
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In June 2006, we borrowed approximately $132.0 million under our existing senior unsecured revolving credit
facility to fund certain property acquisitions. Most notably, we borrowed $112.0 million to fund our acquisition
of the Cal-TIA portfolio.

Concurrent with the amendment to our senior unsecured credit facility we amended our senior secured revolving
credit facility pursuant to which a separate syndicated group of banks has agreed to advance funds to our
operating partnership and third-party investors in our operating partnership’s private placement using TIC
Interests in our buildings as collateral. Pursuant to the amendment, the total commitment decreased from $40.0
million to $5.4 million and the maturity date was restated from December 2008 to June 2007. At our election, the
facility bears interest either at LIBOR plus 1.80%, or at prime plus 0.375% and is subject to an unused facility
fee. The facility contains various covenants, including financial covenants with respect to consolidated leverage,
tangible net worth, fixed charge coverage, unsecured indebtedness and secured indebtedness. As of

December 31, 2006 and 2005 we were in compliance with all of these covenants. According to the terms of the
facility. in addition to our borrowings, any loans made to third-party investors in our operating partnership’s
private placement reduce the total capacity avaitable from this facility. In addition, the obligations of the
borrowers under the facility are several but not joint. As of December 31, 2006 and 2005, approximately $5.4
million and $14.1 million, respectively, of loans had been advanced to such third parties and we had an
outstanding balance of $6,000 and $16,000, respectively.

Debt Issuances

In June 2006, we issued. on a private basis, $275.0 million of senior unsecured notes requiring monthly interest-
only payments at a variable interest rate of LIBOR plus 0.73% which mature in June 2008. In conjunction with
this transaction, we entered into a $275.0 million swap to mitigate the effect of potential changes in LIBOR. In
April 2006, we issued, on a private basis, $50.0 million of senior unsecured notes with a fixed interest rate of
5.53% which mature in April 2011, and $50.0 million of senior unsecured notes with a fixed interest rate of
5.77% which mature in April 2016, The notes require quarterly interest-only payments until maturity at which
time a lump sum payment is due. In January 2006, we issued, on a private basis, $50.0 million of senior
unsecured notes requiring quarterly interest-only payments at a fixed interest rate of 5.68% which mature in
January 2014. The proceeds from these note issuances were used primarily to fund acquisitions of propertics.

In September 2005, we issued, on a private basis, a $3.9 million secured, non-recourse note with a fixed interest
rate of 4.97% which matures in October 2013. The note requires interest-only payments until April 1, 2007 at
which time monthly payments of principal and interest are required. In January 2005, we issued, on a private
basis, $57.0 million of secured, non-recourse notes with a stated fixed interest rate of 4.40% which mature in
2010. Prior to January 1, 2006, the notes required monthly payments of interest-only and thereafter monthly
payments of principal and interest are required. In December 2004, we issued, on a private basis, a $55.0 million
secured, non-recourse note. The note has a stated fixed interest rate of 5.31% and matures in 2015 and, prior to
December 31, 2005, required monthly payments of interest only and thereafier requires monthty payments of
principal and interest. The proceeds from these note issuances were used primarily to fund acquisitions of
properties.

Debt Assumptions

During the year ended December 31, 2006, we assumed secured, non-recourse notes of approximately $18.1
million in conjunction with the acquisition of four properties. These assumed notes bear interest at fixed and
variable rates ranging from 5.25% to 7.48% and require monthly payments of either interest, or principal and
interest. The maturity dates of the assumed notes range from August 2011 to January 2016. Pursuant to the
application of SFAS No. 141, the difference between the fair value and face value of these assumed notes at the
date of acquisition resulted in a premium of approximately $455,000, which is amortized to interest expense over
the remaining life of the underlying notes.
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During the year ended December 31, 2005, we assumed 19 secured, non-recourse notes of approximatety

$434.1 million in conjunction with the acquisition of certain properties. These assumed notes bear interest at
fixed and variable rates ranging from 4.72% to 8.50% and require monthiy payments of either interest, or
principal and interest. The maturity dates of such assumed notes range from February 2008 to November 2022.
We assumed six of these notes totaling $308.8 million in connection with our merger with Cabot on July 21,
2005. Pursuant to the application of SFAS No. 141, the difference between the fair value and face value of these
assumed notes at the date of acquisition resulted in a premium of approximately $8.7 million, which is amortized
1o interest expense over the remaining life of the underlying notes.

The following table sets forth the scheduled maturities of our debt, excluding unamortized premiums, as of
December 31, 2006 (amounts in thousands).

Senior
Unsecured Mortgage

Year Notes Notes Lines of Credit Total
2007 ... 3 — 3 7,644 $ 6 % 7,650
2008 .. .. 275,000 69,798 — 344,798
2009 ... .. - 7,306 — 7,306
2000 — 57,729 34,272 92,001
2000 ... 50,000 234,328 — 284,328
Thereafter .................... 100,000 256,017 — 356,017

Total .................... $ 425000 % 632,822 $ 34278 $ 1,092,100

Financing Strategy

We do not have a formal policy limiting the amount of debt we incur, although we currently intend to operate so
that our indebtedness will not exceed 60% of our total market capitalization at the time of incurrence. Our total
market capitalization is defined as the sum of the market value of our outstanding shares of common stock
{(which may decrease, thereby increasing our debt to total capitalization ratio}, including shares of restricted stock
that we will issue to certain of our officers under our long-term incentive plan, plus the aggregate value of OP
Units not owned by us, plus the book vatue of our total consolidated indebtedness. Since this ratio is based, in
part, upon market values of equity, it will fluctuate with changes in the price of our shares of common stock:
however, we believe that this ratio provides an appropriate indication of leverage for a company whose assets are
primarily real estate. As of December 31, 2006, our debt to total market capitalization ratio was 34.0%. Our
charter and our bylaws do not limit the amount or percentage of indebtedness that we may incur. We are,
however, subject to certain leverage limitations pursuant 1o the restrictive covenants of our outstanding
indebtedness. For example, under our senior unsecured revolving credit facility, we have agreed that we will not
permit our total indebtedness to be more than 60% of our total asset value and our total secured indebtedness to
be more than 40% of our total asset value. Our board of directors may from time to time modify our debt policy
in light of then-current economic conditions, relative costs of debt and equity capital, market values of our
properties, general conditions in the market for debt and equity securities, fluctuations in the market price of our
common stock, growth and acquisition opportunities and other factors.
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Contractual Obligations

The following table reflects our contractual obligations as of December 31, 2006, specifically our ohligations
under long-term debt agreements, operating lease agreements and purchase obligations (amounts in thousands):

Payments due by Period
Less than | More Thun 5
Contractual Obligations (1 Total Year 1-3 Years  4-5 Years Years
Scheduled long-term debt maturities, including
interest ................. ... . ..., $1,349,069 $ 69,913 $442,969 $441,141 $ 395,046
Operating lease commitments ............... 964 332 559 73 —
Operating leases related to our partnership’s
private placement® ....... . ... .. ........ 221,750 16,190 35,543 34,477 135,540
Purchase obligationst® . ........ .. .......... 65,804 65,804 - — —
Towl ... $1.637,587 $ 152,239 $479,071 $475.691 $ 530586

) From time 1o time in the normal course of our business, we enter into various contracts with third parties
that may obligate us to make payments, such as maintenance agreements at our properties. Such contracts,
in the aggregate, do not represent material obligations and are not included in the table above.

@ As of December 31, 2006, we had 13 operating lease obligations, all of which were in connection with
our operating partnership’s private placement.

@ Construction of one facility was completed early in 2006 and the facility is currently in the leasing
phase. We expect to complete the acquisition of this property during the second quarter of 2007.
Construction of remaining buildings is scheduled for 2007,

Off-Balance Sheet Arrangements

As of December 31, 2006, 2005 and 2004, respectively, we had no material off-balance sheet arrangements that
have or are reasonably likely to have a current or future effect on our financial condition, changes in financial
condition, revenues or expenses, results of operations, liquidity, capital expenditures or capital resources. In
addition to operating leases as disclosed in the above table, we have $39.1 million of outstanding letters of credit
and we own interests in unconsolidated joint ventures. Based on the provisions of the relevant joint venture
agreements, we are not deemed to have control of these joint ventures sufficient to require or permit
consolidation for accounting purposes (for additional information, see Note 2 to our Consolidated Financial
Statements). There are no lines of credit, side agrecements, or any other derivative financial instruments related to
or between our unconsolidated joint ventures and us, and we belicve we have no material exposure to financial
guarantees. Accordingly, our maximum risk of loss related to these unconsolidated joint ventures is generally
limited to the carrying amounts of our investments in the unconsolidated joint ventures, which were

$42.3 million and $6.1 million as of December 31 » 2006 and 2005, respectively. We have, however, made certain
non-recourse guarantees with respect to certain debt issuances by these joint ventures, which, under certain
timited circumstances, may become full-recourse guarantees.

Funds From Operations

We believe that net income (loss), as defined by GAAP, is the most appropriate earnings measure. However, we
consider FFO as defined by the National Association of Real Estate Investment Trusts, or NAREIT, to be a
useful supplemental measure of our operating performance. NAREIT developed FFO as a relative measure of
performance of an equity REIT in order to recognize that the value of income-producing real estate historically
has not depreciated on the basis determined under GAAP. FFO is generally defined as net income, calculated in
accordance with GAAP, plus real estate-related depreciation and amortization, less gains (or losses) from
dispositions of real estate held for investment purposes and adjustments to derive our pro rata share of FFO of
consolidated and unconsolidated joint ventures, Readers should note that FFO captures neither the changes in the
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value of our properties that result from use or market conditions, nor the level of capital expenditures and leasing
commissions necessary to maintain the operating performance of our properties, all of which have real economic
effect and could materially impact our results from operations, Other REITs may not calculate FFO in
accordance with the NAREIT definition and, accordingly, our FFO may not be comparable to such other REITs’
FFO. Accordingly, FFO should be considered only as a supplement to net income (loss) as a measure of our
performance.

The following table presents the calculation of our FFO reconciled from net Joss for the periods indicated below
on a historical basis (unaudited, amounts in thousands):

For The Years Ended December 31,

2006M 2005 2004

Net loss attributable to commonshares ................. ... ... ... . . $ (158,043) $(11,960) $ (259)
Adjustments:

Real estate related depreciation and amortization . . ... .......... ... . ... .. 111,792 72,206 19,273

Equity in losses of unconsolidated joint ventures .. .............. ... . ... .. 289 — —

Equity in FFO of enconsolidated joint ventures ... .............. .. .. .. . .. 545 — —

(Gain) loss on disposition of real estate interests .., . ... ......ooonornnn. . {9,409) — —

(Gain) loss on disposition of real estate interests related to discontinued

OPETAMIONS .. ... (5,187} } — —
Gain on dispositions of non-depreciable assets . .......... ... . ... ... .. ..., 4,244 — —
Minority interest in the operating partnership’s share of the above
adjustments . ... L (5.561) {1,939) (1%

Funds from operations attributable to common shares ... .. .................... $ (61,330) $ 58,307 5 19008
FFG auributable to dilutive OP Units . ........................ ... ... ... .. — 262 10
Funds from operations atributable (0 common shares—diluted .................. $ (61,330) $ 58569 $ 19,018
Basic FFO percommonshare ... ........... ... ... ... . . ... ... ... .. 3 041) § 0ed $ 0.50
Diluted FFO per commonshare ........ ... . ... ... ... . ... . ... . .. .. .. .. 3 041) $ 080 $ 050
Weighted average common shares outstanding:

BasIC 150,320 97,333 37,908

Dilutive OP UNits . .....oooui i —_ 441 20

Diluted ... 150,320 97,774 37,928

W Funds from operations for the year ended December 31, 2006 includes a charge for contract termination and related
Internalization expenses of $172.2 million.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risk is the risk of loss from adverse changes in market prices such as rental rates and interest rates. Our
future earnings and cash flows are dependent upon prevailing market rates. Accordingly, we manage our market
risk by matching projected cash inflows from operating, investing and financing activities with projected cash
outflows for debt service, acquisitions, capital expenditures, distributions to stockholders and OP unit holders,
and other cash requirements. The majority of our outstanding debt has fixed interest rates, which minimizes the
risk of fluctuating interest rates.

Our exposure to market risk includes interest rate fluctuations in connection with our credit facilities and other
variable rate borrowings and forecasted fixed rate debt issuances, including refinancing of existing fixed rate
debt. Interest rate risk may result from many factors, including governmental monetary and tax policies, domestic
and international economic and political considerations and other factors that are beyond our control. To manage
interest rate risk for forecasted issuances of fixed rate debt, we primarily use treasury locks and forward-starting
swaps as part of our cash flow hedging strategy. These derivatives are designed to mitigate the risk of future
interest rate fluctuations by providing a future fixed interest rate for a limited, pre-determined period of time.
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During the years ended December 31, 2006 and 2005, such derivatives were used to hedge the variable cash
flows associated with forecasted issuances of debt, which are expected to occur during the period from 2007
through 2012, and certain variable rate borrowings and, during 2005, such derivatives were used to hedge the
variable cash flows associated with $150.0 million of forecasted issuances of debt, all of which were issued
during 2006. We do not usc derivatives for trading or speculative purposes and only enter into contracts with
major financial institutions based on their credit rating and other factors.

As of December 31, 2006, derivatives with a negative fair value of $9.3 million were included in other liabilities.
As a result of ineffectiveness due to the change in estimated timing of the anticipated debt issuances,
approximately $11,000 was recorded as a realized loss during the year ended December 31, 2006. The liabilities
associated with these derivatives would increase approximately $15.0 million if the market interest rate of the
referenced swap index were to decrease 10% (or (.52%) based upon the prevailing markel rate as of

December 31, 2006,

Simitarly, our variable rate debt is subject to risk based upon prevailing market interest rates. As of

December 31, 2006, we had approximately $334.5 million of variable rate debt outstanding. We have entered
into an eight-month LIBOR-based, forward-starting swap to mitigate the risk of increasing interest rates for
$275.0 million of our variable rate debt through February 2007. If the prevailing market interest rates relevant to
our remaining variable rate debt were to increase 10%, our interest expense for the years ended December 31,
2006 and 2005 would have increased by approximately $688,000 and $111.000, respectively.

As of December 31, 2006. the estimated fair value of our debt was approximately $1.1 biilion based on our
estimale of the then-current market interest rates.
ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The independent registered public accounting firm’s report, consolidated financial statements and schedule listed
in the accompanying index are filed as part of this report and incorporated herein by this reference. See “Index to
Financial Statements” on Page 69 of this Fortm 10-K. '

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.

ITEM 9A.CONTROLS AND PROCEDURES
Conclusion Regarding the Effectiveness of Disclosure Controls and Procedures

Under the supervision and with the participation of our management, including our principal executive officer
and principal financial officer, we conducted an evaluation of the effectiveness of our disclosure controls and
procedures, as such term is defined under Rule {3a-15(e) under the Exchange Act, as of December 31, 2006, the
end of the period covered by this annual report. Because of the inherent limitations in all control Systems, no
evaluation of controls can provide absolute assurance that our disclosure controls and procedures will detect or
uncover every situation involving the failure of persons within DCT Industrial Trust Inc. or its affiliates to
disclose material information otherwise required to be set forth in our periodic reports. Based on this evaluation,
our principal executive officer and our principal financial officer concluded that our disclosure controls and
procedures were effective as of December 31, 2006.

Changes in Internal Centrol Over Financial Reporting

None.

ITEM 9B. OTHER INFORMATION

None.
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PART II1
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information required for this Item is incorporated by reference from our definitive Proxy Statement to be
filed in connection with our 2007 annual meeting of stockholders,

ITEM 11. EXECUTIVE COMPENSATION

The information required for this Item is incorporated by reference from our definitive Proxy Statement to be
filed in connection with our 2007 annual meeting of stockholders,

ITEM 12, SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED SHAREHOLDER MATTERS

The information required for this ltem is incorporated by reference from our definitive Proxy Statement to be
filed in connection with our 2007 annual meeting of stockholders.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE

The information required for this Item is incorporated by reference from our definitive Proxy Statement to be
filed in connection with our 2007 annual meeting of stockholders.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required for this ltem is incorporated by reference from our definitive Proxy Statement to be
filed in connection with our 2007 annual meeting of stockholders.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
A. Financial Statements and Financial Statement Schedules.

1. Financial Statements,

The consolidated financial statements listed in the accompanying Index to Financial Statements on
Page 69 are filed as a part of this report,

2. Financial Statement Schedules.

The financial statement schedule required by this Item is filed with this report and is listed in the
accompanying Index to Financial Statements on Page 69. All other financial statement schedules are

not applicable,

B. Exhibits.

The Exhibits required by Item 601 of Regulation S-K are listed in the Index to Exhibits on page E-1to
E-3 of this report, which is incorporated herein by reference.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Exchange Act, the registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized.

DCT INDUSTRIAL TRUST INC.

By: fs/ PHILIP L. HAWKINS

Philip L. Hawkins,
Chiefl Executive Officer and Director

Date; March 14, 2007

Pursuant to the requirements of the Exchange Act, this report has been signed below by the following persons on
behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date

/s THOMAS G. WATTLES Executive Chairman and Director March 14, 2007
Thomas G. Wattles

/s/ PHILIP L. HAWKINS Chief Executive Officer and Director March 14, 2007
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
DCT Industrial Trust Inc.:

We have audited the accompanying consolidated balance sheets of DCT Industrial Trust Inc. {formerly Dividend
Capital Trust Inc.) and subsidiaries as of December 31, 2006 and 2005, and the related consolidated statements of
operations, stockholders’ equity and other comprehensive loss, and cash flows for each of the years in the three-
year period ended December 31, 2006. These consolidated financial statements are the responsibility of the
Company’s management. Qur responsibility is to express an opinion on these consolidated financial statements
based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinjon.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of DCT Industrial Trust Inc. and subsidiaries as of December 31, 2006 and 2005, and the
results of their operations and their cash flows for each of the years in the three-year period ended December 31,
2006, in conformity with U.S. generally accepted accounting principles,

KPMGLLP

Denver, Colorado
March 14, 2007




DCT INDUSTRIAL TRUST INC. AND SUBSIDIARIES

Consolidated Statements of Stockholders’ Equity
And Other Comprehensive Loss
For the Years Ended December 31, 2006, 2005 and 2004
(in thousands)
Accumulated

Additional Distributions Other Total
M Paid-in in Excess of Comprehensive Siockholders’
Shares Amount  Capital Earnings Loss Equity
Balance as of December 31,
2003 ..., 12470 3 125 $ 108817 & (2,118) § — § 106,824
Comprehensive income:
Netloss .................. — — — (255) — (255)
Net unrealized loss on cash
flow hedging derivatives . . . — — — — {4,268) (4,268)
Comprehensive loss ............ (4,523)
[ssuance of common stock, net of
offeringcosts . ............... 55,464 554 504,699 — — 505,253
Redemption of common stock . . .. (214) (2) (2,08hH — — (2.083)
Amortization of stock-based
compensation ............... — — 6 — — 6
Distributions on common stock . . . — — — (24,263} - (24,263)
Balance as of December 31,
2004 . ... ... 67.720 677 611,441 (26,636) (4,268) 581214
Comprehensive income:
Netloss .................. — — — (11,960) — (11,960)
Net unrealized gain on cash
flow hedging derivatives . . . - — — — 965 965
Amortization of cash flow
hedging derivatives ., .. ... — — — — 514 514
Comprehensive loss ..........., (10,481)
Issuance of common stock, net of
offeringcosts ................ 66,457 665 632.954 — — 633,619
Redemption of common stock . ... (970) (10) (9,268) — — (9.278)
Amortization of stock-based
compensation . .............. — — 29 —_ — 29
Distributions on common stock . .. —_ — — (62,292 — (62,292)
Balance as of December 31,
2005 ... ... 133,207 1,332 1,235,156 (100,888) (2,78%) 1.132.811
Comprehensive income:
Netloss .................. — — — (158,043) — (158,043)
Net unrealized loss on cash
flow hedging derivatives . . . — — —_ — (9,302) (9,302)
Amortization of cash flow
hedging derivatives ... .. .. — — — — 632 632
Comprehensiveloss ............ (166,713)
Issuance of common stock. net of
offeringcosts . ............... 36,478 365 373,429 — — 373,794
Redemption of common stock . .. (1,330) {13 {12.898) — — (12,911}
Amortization of stock-based
compensation ............... — — 121 - — 121
Distributions on common stock . .. — — — (98.145) — (98.145)
Balance as of December 31,
2006.............. ... .. .. .. 168,355 $ 1,684 $1,595.808 % (357,076) % (11,459 $ 1228957

The accompanying notes are an integral part of these consolidated financial statements.
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DCT INDUSTRIAL TRUST INC. AND SUBSIDIARIES

Consolidated Statements of Cash Flows
For the Years Ended December 31, 2006, 2005, and 2004
(in thousands)

The accompanying notes are an integral part of these consolidated financial statements.
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2006 2005 2004
OPERATING ACTIVITIES:
N LSS L $(158,043) $(11,960) % (25%5)
Adjustments to reconcile net loss to net cash provided by operating activities:
MINOTItY SIEETESIS v vt e e e e (21,269) {526 —_
Gain on disposition of real estate INETStS ... .. .. (10,352) —_ —_
Gain on development contributions and other land sales .. .................... ... ...... (4,244) — —
Real estate related depreciation and amortization ... ..................... ... ... ... ... .. 111,792 71,023 19.273
Expense related 1o Internalization ... ... .. e 172,188 — —
Loss (gain) on hedging activities . . ... ... o 11 {108) {545)
Distributions of earnings from unconsolidated joint vemtures ................ ... ... .. kYN — —
Equity in losses of unconsolidated joint ventures and other, net .................... . . ... .. (1,300) (1.897) - (769)
Changes in operating assets and liabilities:
OHREL ASSLIS ... oottt e (2.229) (5.624) (1.055)
Accounts payable, accrued expenses and other liabilities . ... .......... ... .. ............... 4,783 15,387 4,539
Net cash provided by operating activities ... ...ovvirvverrneeiinienrennrnnenns 91,714 66,295 21,188
INVESTING ACTIVITIES:
Real estate acquisitions .. .. ..o o e (1.058.880) (661,098) (548,158)
Furchase of minority interests . .. ... .. e (39.123) — —
Capital expenditures ... ... .. ... (87.425) (89 224) (320)
Decrease (increase) in deferred acQuisttion costs .. .. ... ... i (11,342) 2,552 (4.922)
Investments in unconsolidated Joint Ventures, net . .. ......ovvr s (38.041) — —
Proceeds from dispositions of real estate investments . ................... ... ..., 265.593 — —
Decrease (increase) in restrictedicash .. ... ... L (282) (413) (5,150)
Originations of notes receivable ... ... . . (1.2000 (5,585) (4,314)
Proceeds from repayments of notes receivable .. .............. ... . o 1,568 — —
Master lease payments received . ... ... ... 371 2,891 2,532
Net cash used ininvesting activities .. ..., ...viieriniiinreneeenirinnrernnn, (968,761) (750.877) (560,332)
FINANCING ACTIVITIES:
Net proceeds from (reduction of) lines o credit ... .00 v oo e e e 34,262 12 (996)
Proceeds fromunsecured 001eS ... ... oo 425,000 — —
Proceeds from mongage notes .. ... ... .. ... —_ 60,926 55,000
Prinicipal payments on mortgage noles . .. ... .ottt (17,673) (2.852) (883)
Proceeds from financing obligations . ... ... ... ... . 121,322 145,332 29.940
Principal payments on financing obligations . ... .. ... . ... (12,349) (5.287) (139)
Increase in deferred loan costS .. ... oo L (1,490) (3.393) (4.866)
Increase in deferred loan costs — financing obligation . .........cooiii (12297 (11.419) (2,845)
Proceeds from sale of common S0k ... ..o 354,202 664,200 547,752
Offering costs for issuance of common SWOCK ... ... ot (28,349)  (60,874) (52,601)
Redemption of common stock . ... ..o (16.802) (5.387) (2.083)
Settlement of cash flow hedging derivative ... ... .. .. .. . . — (467) (2.182)
Distributions to common stockholders ... .. . (39.101)  (23.849 (7.510)
Distributions 10 minority IMETESTS . ..o\ u et e e e e (2,728) (462) —
Contributions from minority ierests . ........ ... .uu e 1.442 — —
Net cash provided by financing activities . ..... fadrearearereaans harasaararan 805439 755980 558,587
NET INCREASE (DECREASE) IN CASH AND CASHEQUIVALENTS ....vvnvririninns. (71,608) 71,398 19.443
CASH AND CASH EQUIVALENTS, beginning of peried ......... e beedseeenaaraaas . 94,918 23,520 4.077
CASH AND CASH EQUIVALENTS, end of period .............. frterarreteritati e ans $ 23310 $ 94918 § 23,520
Supplemental Disclosures of Cash Flow Information
Cashpaid for interest ... .. ... $ 65183 $ 22751 § 4,740
Assumption of secured debt in connection with real estate acquired ... ... ........... ... ... ... $ 18,112 3434073 §$ 45619
Amount issued in common stock pursuant te the distribution reinvestmentplan . ... .............. § 51,726 $ 28561 $ B.491
[ssuance of OP Units related to Internalization (see Note 13) - .. vuvrrirer e, 5 169975 $ — % —




DCT INDUSTRIAL TRUST INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

Note 1. Organization

DCT Industrial Trust Inc. (formerly Dividend Capital Trust Inc.) is a leading real estate company specializing in
the ownership, acquisition, development and management of bulk distribution and light industrial properties
located in 24 of the highest volume distribution markets in the United States. In addition, we manage, and own
interests in. industrial properties through our institutional capital management program. We were formed as a
Maryland corporation in April 2002 and have elected to be treated as a real estate investment trust (“REIT") for
U.S. federal income tax purposes commencing with our taxable year ended December 31, 2003. We are
structured as an umbrella partnership REIT (“UPREIT™) under which substantially all of our current and future
business is, and will be. conducted through a majority owned and controlled subsidiary. DCT Industrial
Operating Partnership LP (formerly Dividend Capitat Operating Partnership LP) (our “operating partnership™), a
Delaware limited partnership, for which DCT Industrial Trust Inc. is the sole general partner. As used herein,
“DCT Industrial Trust,” “we”, “our” and “us™ refer to DCT Industrial Trust Inc. and its consolidated subsidiarics
and partnerships except where the context otherwise requires,

Prior to October 10, 2006, our day-to-day aclivities were managed by Dividend Capital Advisors LLC (our
“Former Advisor”), under the supervision of our board of directors pursuant te the terms and conditions of an
advisory agreement. On July 21, 2006, we entered into a contribution agrecmenlt between our operating
partnership and Dividend Capital Advisors Group LLC (“DCAG"), the parent company of our Former Advisor.
On October 10, 2006, pursuant to the contribution agreement, our operating partnership acquired our Former
Advisor from DCAG for an aggregate 15,111,111 units of limited partnership interest in our operating
partnership (“OP Units™), which included the modification of a special series of units of limited partnership
interest in our operating partnership (the “Special Units,” which are described in Note 9} held by DCAG into
7,111,111 OP Units, We refer to this transaction as the “Internalization.” In connection with the Internalization,
our Former Advisor became a wholly-owned subsidiary of our operating partnership (see the additional
description of the Internalization in Note 13).

As of October 10, 2006, we became a self-administered and self-advised REIT. Prior to October 10, 2006, our
Former Advisor was majority owned and/or controlled by three of our directors and certain officers and/or their
affiliates and other third parties. In addition. under the terms of certain dealer manager agreements. Dividend
Capital Securities LLC (our “Former Dealer Manager”) served as the dealer manager of our prior continuous
public offerings of common stock and our operating partnership’s private placement of undivided
tenancy-in-common interests (“TIC Interests”™) in certain of our properties. Prior to the Internalization, our
Former Dealer Manager was also indirectly owned by three of our directors and certain officers and/or their
affiliates and other third parties, Prior to the Internalization, our Former Advisor and its affiliates, including our
Former Dealer Manager, received various forms of compensation, reimbursements and fees for services relating
to our prior continuous public offerings of common stock, our operating partnership's private placement and for
the investment in and management of our real estate assets.

Prior to the Internalization, we did not directly employ any employees. Upon closing of the Internalization, we
employed 60 persons and, as of December 31, 2006, we employed 64 persons.

Note 2. Summary of Significant Accounting Policies
Principles of Consolidation

Our consolidated financial statements include the accounts of our company and our consolidated subsidiaries and
partnerships which we control either through ownership of a majority voting interest, as the primary beneficiary,
or otherwise. All significant intercompany accounts and transactions have been eliminated in consolidation.

F-6




Investments in entities in which we do not own a majority voting interest but over which we have the ability to
exercise significant influence over operating and financial policies are presented under the equity method.
Investments in entities in which we do not own a majority voting interest and over which we do not have the
ability to exercise significant influence are carried at the lower of cost or fair value., as appropriate. Qur
judgments with respect to our level of influence or control of an entity and whether we are the primary
beneficiary of a variable interest entity as defined by Financial Accounting Standards Board (“FASB")
Interpretation No. 46(R), Consolidation of Variable Interest Entities (“FIN No. 46(R)™), involve consideration of
various factors including the form of our ownership interest, our representation on the entity’s board of directors,
the size of our investment (including loans) and our ability to participate in policy making decisions. Our ability
to correctly assess our influence or control over an entity affects the presentation of these investments in our
consolidated financial statements and, consequently, our financial position and specific items in our results of
operations that are used by our stockholders, lenders and others in their evaluation of us.

Generally, we consolidate real estate partnerships and other entities that are not variable interest entities {as
defined in FIN No. 46(R)) when we own, directly or indirectly, a majority voling interest in the entity. In June
2005, the FASB ratified Emerging Issues Task Force Issue No. 04-5, Determining Whether a General Partner, or
the General Partners as a Group, Controls a Limited Partnership or Similar Entity When the Limited Partners
Have Certain Rights (“EITF 04-57), EITF 04-5 provides an accounting model to be used by 4 general partner, or
group of general partners, to determine whether the general partner(s) controls a limited partnership or similar
entity in light of certain rights held by the limited partners and provides additional guidance on what constitutes
substantive kick-out rights and substantive participating rights.

Reclassifications

Certain items in the consolidated financial statements for 2005 and 2004 have been reclassified to conform to the
2006 presentation.

Use af Estimates

The preparation of consolidated financial statements in conformity with U.S. generally accepted accounting
principles (*GAAP") requires management to make estimates and assumptions relating to the reported amounts
of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the consolidated
financial statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates. Estimates and assumptions are reviewed periodically and the effects of
revision are reflected in the period they are determined to be necessary.

Investment in Real Estate, Valuation and Allocation of Real Estate Acquisitions

We capitalize direct costs associated with, and incremental to, the acquisition, development or improvement of
real estate, including acquisition fees and leasing costs as well as direct internal costs, if appropriate. Costs
associated with acquisition or development pursuits are capitalized as incurred and, if the pursuit is abandoned,
these costs are expensed in the period in which the pursuit is abandoned. Such costs considered for capitalization
include construction costs, interest, property taxes, insurance and other such costs if appropriate. Interest is
capitalized on actual expenditures from the period when development commences until the asset is substantially
complete based on our current borrowing rates. Costs incurred for maintaining and making repairs to our real
estate, which do not extend the life of our assets, are expensed as incurred.

Upon acquisition, the total cost of a property is allocated to land, building, buitding and land improvements,
tenant improvements and intangible lease assets and liabilities pursuant to SFAS No. 141. The fair value of
identifiable tangible assets such as land, building, building and land improvements and tenant improvements is
determined on an “as-if-vacant” basis. Management considers the replacement cost of such assets, appraisals,
property condition reports, market data and other retated information in determining the fair value of the tangible
assets. Pursuant to SFAS No. 141, the difference between the fair value and the face value of debt assumed in an
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acquisition is recorded as a premium or discount and amortized 1o interest expense over the life of the debt
assumed. The valuation of assumed liabilities is based on the current market rate for similar liabilities. The
allocation of the total cost of a property to an intangible lease asset includes the value associated with customer
relationships and in-place leases which may include leasing commissions, legal and other costs. In addition, the
allocation of the total cost of a property requires allocating costs to an intangible asset or liability resulting from
in-place leases being above or below the market rental rates on the date of the acquisition, These assets or
labilities will be amortized over the life of the remaining in-place leases as an adjustment to revenues.

Real estate, including land, building, building and land improvements, tenant improvements and leasing costs,
and intangible lease assets and liabilities are stated at historical cost less accumulated depreciation and
amortization. Depreciation and amortization is computed on a straight-line basis over the estimated useful lives
of the related assets or liabilities as follows:

Description Standard Depreciable Life
Land Not depreciated
Building 40 years
Building and land improvements 20 years
Tenant improvements Lease term
Lease costs Lease term
Intangible lease assets and liabilities Average term of leases for property
Above/below market rent assets/liabilities Lease term

The tuble above reflects the standard depreciable lives typically used to compute depreciation and amortization.
However. such depreciable lives may be different based on the estimated useful life of such assets or liabilities.
The cost of assets sold or retired and the related accumulated depreciation and/for amortization is removed from
the accounts and the resulting write off, if necessary, is reflected in the consolidated statement of operations in
the period in which such sale or retirement occurs.

Depreciation and Useful Lives of Real Estate Assets

We estimate the depreciable portion of our real estate assets and their related useful lives in order to record
depreciation expensc. Our management’s ability to accurately estimate the depreciable portions of our real estate
assets and their useful lives is critical to the determination of the appropriate amount of depreciation expense
recorded and the carrying values of the underlying assets. Any change to the estimated depreciable lives of these
assets would have an impact on the depreciation expense we recognize.

Impairment of Long-Lived Assets

Long-lived assets held and used are carried at cost and evaluated for impairment in accordance with SFAS

No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets (“SFAS No. 144"). SFAS No. 144
provides that such an evaluation should be performed when events or changes in circumstances indicate such an
evaluation is warranted. Examples include the point at which we deem the long-lived asset to be held for sale,
downturns in the economy, etc. Impairment of long-lived assets is considered a “critical accounting estimate™
because the evaluation of impairment and the determination of fair values involve a number of management
assumptions relating to future economic events that could materially affect the determination of the ultimate
value, and therefore, the carrying amounts of our real estate. Such assumptions include, but are not limited to,
projecting vacancy rates, rental rates, property operating expenses, capital expenditures and debt financing rates,
among other things. The capitalization rate is aiso a significant driving factor in determining the propeny
valuation which requires management's judgment of factors such as market knowledge, historical experience,
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lease terms, tenant financial strength, economy, demographics, environment, property location, visibility, age,
physical condition and investor return requirements, among other things. All of the aforementioned factors are
taken as a whole by management in determining the valuation of investment property. The valuation is sensitive
to the actual results of any of these uncertain factors, either individually or taken as a whole. Should the actual
resulis differ from management’s judgment, the valuation could be negatively affected and may result in a
negative impact to our consolidated financial statements.

Discontinued Operations

In accordance with SFAS No. 144, we classify certain properties and related assets and liabilities as held for sale
when the potential sale of such property is considered probable (see Note 16 for additional information). At such
lime, the respective assets and liabilities are presented separately on the consolidated balance sheet as of
December 31, 2006. Assets held for sale are reported at the lower of carrying value or estimated fair value less
estimated costs to sell. The operating results of such properties are presented in discontinued operations in
current periods and all comparable periods presented. Depreciation is not recorded on properties held for sale;
however, depreciation expense recorded prior 1o classification as held for sale is included in results from
discontinued operations. The net gain on sale and any impairment losses are presented in results from
discontinued operations when recognized.

Equity Method

We present investments in unconsolidated joint ventures under the equity method. The equity method is used
when we have the ability to exercise significant influence over the operating and financial policies of a joint
venture but do not control the joint venture. Under the equity method, these investments {(including advances to
the joint venture) are initially recorded on our consolidated balance sheets at our cost and are subsequently
adjusted to reflect our proportionate share of net earnings or losses of each of the joint ventures, distributions
received, contributions made and certain other adjustments, as appropriate. Such investments are included in
investments in and advances to unconsolidated joint ventures on the accompanying consolidated balance sheets
(see Note 4 for additional information). Distributions from these investments that are related to earnings from
operations are included in cash flow from operations and distributions that are related to capital transactions are
included in cash flow from investing activities in the statement of cash flows.

Cash and Cash Eguivalents

Cash and cash equivalents include cash held in financial institutions and other highly liquid short-term
investments with original maturities of three months or less. We have not realized any losses in such cash
investments or accounts and believe that we are not exposed to any significant credit risk.

Restricted Cash

Restricted cash includes cash held in escrow in connection with property acquisitions, utility deposits, real estate
tax payments and issuance of mortgage debt.

Notes Receivable

Notes receivable consists primarily of amounts loaned as part of a strategic relationship we entered into to
acquire properties from a third-party national real estate developer. We have committed, but have no legal
obligation, to lend up to $15.0 million in connection with various development projects. As of December 31,
2006 and 2005, we had approximately $9.2 million and $9.7 million in notes receivable outstanding. In addition
to the 9.5% to 10% interest earned on the majority of the notes, we also obtained certain acquisition rights to the
properties being developed. These notes have maturity dates ranging from July 2007 to May 2014. For the years
ended December 31, 2006, 2005 and 2004, we recognized interest income from these notes of approximately
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$897,000, $779,000 and $267,000, respectively. All costs associated with executing these notes have been
capitalized as deferred loan costs and are included in deferred acquisition costs and other assets on the
accompanying consolidated balance sheets. Such costs are amortized as a reduction in interest income over the
term of the outstanding notes receivable.

Deferred Loan Costs

Deferred loan costs include fees and costs incurred to obtain long-term financing. These fees and costs are being
amortized over the terms of the related loans. Accumulated amortization of deferred loan Costs was
approximately $5.2 million and $2.9 million as of December 31, 2006 and 2005, respectively. Unamortized
deferred loan costs are written-off when debt is retired before the maturity date,

During the years ended December 31, 2006 and 2005, our partnership incurred upfront costs of approximately
$12.0 million and $11.6 million payabie to our Former Advisor and other affiliates for affecting transactions
pursuant to our partnership’s private placement, which are accounted for as deferred loan costs. Such deferred
loan costs are included on our consolidated balance sheets and amortized to interest expense over the life of the
financing obligation (see Note 8 for additional information). As described in Note 8. if our partnership elects to
exercise any purchase option and issue limited partnership units, the unamortized portion of up-front fees and
expense reimbursements paid to affiliates will be recorded against minority interest as a selling cost of the
limited partnership units. If our partnership does not elect to exercise any such purchase option, we will continue
to account for these transactions as a financing obligation because we wilt continue to sub-lease 100% of the
properties and will therefore not meet the definition of “active use” set forth in SFAS No. 98, Accounting for
Leases (“SFAS No. 98™).

Debt

Debt consists of fixed and variable rate secured mortgage debt. a senior unsecured revolving credit facility and a
senior secured revolving credit facility. Our fixed rate secured morigage debt that was assumed in connection
with our acquisition activities includes premiums which, net of accumulated amortization, were approximately
$8.3 million and $9.9 million as of December 31, 2006 and 2005, respectively.

Costs of Raising Capiral

Costs incurred in connection with the issuance of equity securities are deducted from stockholders’ equity.

Comprehensive Income (Loss)

We report comprehensive income (loss) in the accompanying consolidated statements of stockholders’ equity
and other comprehensive loss. Amounts reported in accumulated other comprehensive income (loss) related to
hedging transactions will be amortized to interest expense over the life of our hedged debt issuances. Any
ineffectiveness, as defined by SFAS No. 133 (defined below), related to our hedging transactions is reported in
the accompanying consolidated statements of operations. See Note 6 for additional information.

Derivative Instruments and Hedging Activities

SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities (“SFAS No. 133”), as amended
and interpreted, establishes accounting and reporting standards for derivative instruments, including certain
derivative instruments embedded in other contracts, and for hedging activities. As required by SFAS No. 133, we
record all derivatives on our consolidated balance sheets at fair value. Accounting for changes in the fair value of
derivatives depends on the intended use of the derivative and the designation of the derivative. Derivatives used
to hedge our exposure to changes in the fair value of an asset, liability, or firm commitments attributable to a
particular risk are considered “fair value” hedges. Derivatives used to hedge our exposure to variability in
expected future interest payments, or other types of forecasted transactions, are considered “cash flow™ hedges.

As of December 31, 2006, ail of the hedges entered into by us had been designated as cash flow hedges. For
derivatives designated as “cash flow™ hedges, the changes in the fair value of the derivative that represents
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changes in expected future cash flows which are effectively hedged by the derivative are initially reported in
other comprehensive income (loss) on our consolidated statements of stockholders’ equity and other
comprehensive loss (i.e., not included in earnings) until the derivative is settled. Upon settlement, the effective
portion of the hedge is recognized in other comprehensive income (loss) and amortized over the term of the
designated cash flow or transaction the derivative was intended to hedge. The change in value of any derivative
that is deemed to be ineffective is charged directly to earnings when the determination of ineffectiveness is made.
We assess the effectiveness of each hedging relationship by comparing the changes in fair value or cash flows of
the derivative hedging instrument with the changes in fair value or cash flows of the desi gnated hedged item or
transaction. We do not use derivatives for trading or speculative purposes.

Our objective in using derivatives is to add stability to future interest expense and to manage our exposure to
interest rate volatility associated with our forecasted debt issuances and certain variable rate borrowings. To
accomplish this objective, we primarily use treasury locks and forward-starting swaps as part of our cash flow
hedging strategy. These derivatives are designed to mitigate the risk of future interest rate fluctuations by
providing a future fixed interest rate for a limited, pre-determined period of time. During the years ended
December 31, 2006, 2005 and 2004, such derivatives were used to hedge the variability in existing and future
interest expense associated with existing variable rate borrowings and forecasted issuances of debt, which may
include the issuances of new debt, as well as refinancings of existing debt upon maturity.

Revenue Recognition

We record rental revenues on a straight-line basis under which contractual rent increases are recognized evenly
over the lease term. We record rental revenues for the full term of each lease on a straight-line basis. Certain
properties have leases that provide for tenant occupancy during periods where no rent is due or where minimum
rent payments increase during the term of the lease. Accordingly, we record receivables from tenants that we
expect to collect over the remaining lease term rather than currently, which are recorded as straight-line rents
receivable. When we acquire a property, the terms of existing leases are considered to commence as of the
acquisition date for the purposes of this calculation. For the years ended December 31, 2006, 2005 and 2004, the
total increase to rental revenues due to straight-line rent adjustments, including amounts reported from
discontinued operations, was approximately $7.7 million, $5.1 million and $2.1 million, respectively.

Tenant recovery income includes payments from tenants for real estate taxes, insurance and other property
operating expenses and is recognized as rental revenue in the same period the related expenses are incurred.
Tenant recovery income recognized as rental revenue for the years ended December 31, 2006, 2005 and 2004
was $37.7 million, $20.5 million and $5.8 million, respectively.

In connection with property acquisitions, we may acquire leases with renta) rates above and/or below the market
rental rates. Such differences are recorded as an intangible asset or liability pursuant to SFAS No. 141 and
amortized to rental revenues over the life of the respective leases. For the years ended December 31, 2006, 20605
and 2004 the total net decrease to rental revenues due to the amortization of above and below market rents,
including amounts reported from discontinued operations, was approximately $1.3 million, $2.3 million and $0.8
million, respectively.

Future minimum base rental payments due to the Company from our tenants under non-cancelable operating
leases in effect as of December 31, 2006 were as follows {in thousands):

Year Ended December 31, ' Amount
2007 . $ 188,822
2008 159,286
2000 L 120,926
2000 . 85,462
200 56,114
Thereafter . ... ... .. 115,233
Total .o $ 725843




The schedule does not reflect future rental revenues from the potential renewal or replacement of existing and
future leases and excludes property operating expense reimbursements. Additionally, leases that are considered
month-to-months are not included.

Early lease termination fees are recorded in rental revenues when such amounts are earned and the unamortized
balances of assets and liabilities associated with the early termination of leases are fuily amortized to their
respective revenue and expense line items on our consolidated statements of operations over the shorter of the
expected life of such assets and liabilities or the remaining lease term, During the years ended December 31,
2006 and 2005, the early termination of leases, including amounts reported as discontinued operations, resulted
in additional income of approximately $1.7 million and $3.8 million, respectively, and resulted in no additional
expenses. We had no early lease terminations during 2004,

We carn revenues including asset management fees, acquisition fees and other fees pursuant to joint venture and
other agreements. This may include acquisition fees based on the sale or contribution of assets and are included
in the statements of operations in institutional capital management and other fees. We recognize revenues from
property management, asset acquisition fees and other services when the related fees are earned and are realized
or realizable.

Stock-Based Compensation

We previously adopted an employee stock option plan (the “Employee Option Plan™) and an independent director
stock option plan (the “Independent Director Option Plan™), We previously accounted for these plans pursuant to
SFAS No. 123, Accounting for Stock-Based Compensation (“SFAS No. 123%), and effective January 1, 2006, we
adopted SFAS No. 123(R), Share-Based Payment (“SFAS No. 123(R)"), and its related interpretations (see Note
11 for additional information). Options granted under our Employee Option Plan and the Independent Director
Option Plan have been valued using the Black-Scholes option-pricing model (“Black-Scholes”) and amortized to
compensation expense on a straight-line basis over the period during which the right to exercise such options
fully vests. Such expense is included in general and administrative expense on the accompanying consolidated
statements of operations. In connection with the Internalization, we adopted, and our stockholders approved, the
2006 Long-Term Incentive Plan (the “Long-Term Incentive Plan”). Beginning October 10, 2006, we will use the
Long-Term Incentive Plan to grant restricted stock, stock options and other awards to our personnel and we will
not make any further grants under the Employee Option Plan or the Independent Director Option Plan.

Income Taxes

We have elected to be taxed as a REIT, as defined under the Internal Revenue Code of 1986, as amended. As a
REIT, we generally will not be subject to United States Federal income 1axes at the corporate level on our net
income that is distributed to our stockholders if we distribute at least 90% of our REIT taxable income to our
stockholders. If our taxabie income exceeds our dividends in a tax year, REIT tax rules allow us to “throw back”
dividends from the subsequent tax year in order to avoid current taxation on undistributed income. Throwing
back of dividends can result in excise taxes. REITs are also subject to a number of other organizational and
operational requirements. If we fail to qualify as a REIT in any taxable year, our taxable income will be subject
to United States Federal income tax at regular corporate rates (including any applicable alternative minimum
tax). Even if we qualify as a REIT, we may be subject to certain state and local income taxes and to United States
Federal income tax. We also will be required to pay a 100% tax on non-arms length transactions between us and
a taxable REIT subsidiary and on any net income from sales of property that was property held for sale to
customers in the ordinary course.

Certain of our operations (property management, asset management, risk, etc.) are conducted through taxable REIT
subsidiaries, which are subsidiaries of the operating partnership and each of which we refer to as a TRS. A TRS is a
C-corporation that has not elected REIT status and as such is subject to United States Federal corporate income tax.
We use the TRS format to facilitate activities that are not generally considered to be qualifying REIT activities,

For our taxable REIT subsidiaries, deferred income taxes result from temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for Federal income tax
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purposes, and are measured using the enacted tax rates and laws that are expected to be in effect when the
differences reverse. We reduce deferred tax assets by recording a valuation allowance when we determine based
on available evidence that it is more likely than not that the assets will not be realized.

New Accounting Pronouncements

in December 2006, the FASB issued FASB Staff Position on EITF No. 00-19, Accounting for Registration
Payment Arrangements (“FSP EITF 00-19-2"). This FASB Staff Position (“FSP”) addresses an issuer’s
accounting for registration payment arrangements, specifying that the contingent obligation to make future
payments or otherwise transfer consideration under a registration payment arrangement, whether issued as a
separate agreement or included as a provision of a financial instrument or other agreement, should be separately
recognized and measured in accordance with FASB Statement No. 5, Accounting for Contingencies. This FSP
further clarifies that a financial instrument subject to a registration payment arrangement should be accounted for
in accordance with other applicable generally accepted accounting principles without regard to the contingent
obligation to transfer consideration pursuant to the registration payment arrangement, This FSP is effective for
new and modified registration payment arrangements. Registration payment arrangements that were entered into
before the FSP was issued would become subject to its guidance for fiscal years beginning after December 15,
2006 by recognizing a cumulative-effect adjustment in retained earnings as of the year of adoption. We are
required to adopt the FSP in the first quarter of 2007. The Company is currently evaluating the impact of the FSP
and does not believe it will have a material impact on our consolidated financial statements.

In September 2006, the staff of the Securities and Exchange Commission (“SEC”) issued Staff Accounting
Bulletin No. 108, Considering the Effects of Prior Year Misstatements when Quantifying Misstatements in
Current Year Financial Statements. This bulletin provides guidance on the consideration of the effects of prior
year misstatements in quantifying current year misstatements for the purpose of a materiality assessment. The
adoption of this pronouncement did not have a material impact on our annual 2006 consolidated financial
slatements.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (“SFAS No. 157", which
defines fair value, establishes a framework for measuring fair value in accordance with GAAP and expands
disclosures about fair-value measurements. We will adopt the provisions of SFAS No. 157 during the first
quarter of 2008. We do not believe such adoption will have a material impact on our consolidated financial
Statements,

In July 2006, the FASB issued FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes—an
interpretation of FASB Statement No. 109 (“FIN 48", This interpretation clarifies the accounting for uncertainty
in income taxes recognized in an entity’s financial statements in accordance with SFAS No. 109, Accounting for
income Taxes. FIN 48 prescribes a recognition threshold and measurement attribute for the financial statement
recognition and measurement of a tax position taken or expected to be taken in a tax return. This interpretation
also provides guidance on derecognition, classification of interest and penalties, accounting in interim periods,
disclosure and transition. This interpretation is effective for fiscal years beginning after December 15, 2006. We
will be required to adopt this interpretation in the first quarter of 2007. We are currently evaluating the
requirements of FIN 48. We do not believe such adoption will have a material impact on our consolidated
financial statements,

In May 2005, the FASB issued SFAS No. 154, Accounting Changes and Error Corrections (“SFAS No. 154™),
which supersedes Accounting Principles Board, or APB, Opinion No. 20, Accounting Changes and SFAS No. 3,
Reporting Accounting Changes in Interim Financial Statements. This statement amends the requirements for the
accounting for and reporting of changes in accounting principle. It requires the retroactive application 10 prior
periods’ financial statements of changes in accounting principles, unless it is impracticable to determine either
the period specific effects or the cumulative effect of the change. SFAS No. 154 does not change the guidance for
reporting the correction of an error in previously issued financial statements or the change in an accounting
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estimate. SFAS No. 154 is effective for accounting changes and corrections of errors made in fiscal years
beginning after December 15, 2005. We adopted the requirements of SFAS No. 154 in the fourth quarter of 2005
and there was no material impact on our consolidated financial statements.

In December 2004, the FASB issued SFAS No. 123(R) which is a revision of SFAS No. 123. SFAS No. 123(R)
requires companies to measure the cost of employee services received in exchange for an award of an equity
instrument based on the award’s fair value on the grant date and recognize the cost over the period during which
an employee is required to provide service in exchange for the award, generally the vesting period. This
statement focuses primarily on accounting for transactions in which an entity obtains employment services in
stock-based payment transactions. SFAS No. 123(R) is effective for publicly listed companies for the annual
period beginning after December 15, 2005. We adopted SFAS No. 123(R) during the first quarter of 2006 and
there was no material impact on our consolidated financial statements.

Note 3. Real Estate

Our consolidated real estate assets consist of operating properties, properties under development and fand held
for future development. Qur real estate assets, presented at historical cost, include the following as of
December 31, 2006 and 2005 (in thousands):

December 31,

2006 2005
Operating properties .................vuueneonni . $2,807,736  $1,978,475
Properties under development . ........................ ... .. ... . 33,958 8,401
Land held for development ............... ... ... ... ... . ... .. .. 23,194 8,049
Total Investment in Properties...............ccoueiinnnnnn.. 2,864,888 1,994,925
Less accumulated depreciation and amortization ................. ... (199,574) {96,604 )
Net Investment in Properties .......ooeeevvnnnnn.... cereees $2,665314  $1,898,321

Acquisition Activity

During the year ended December 31, 2006, we acquired 133 operating properties located in 20 markets,
aggregating approximately 19.3 million square feet for a total cost of approximately $1.0 billion, which includes
acquisition fees. These properties were acquired from unrelated third parties, using net proceeds from our public
offerings. our operating partnership’s private placement and debt issuances and existing cash balances, In
addition we acquired two development properties located in two markets, aggregating approximately !, ! million
square feet for a total cost of approximately $49.7 million. For all properties acquired and consolidated, the
results of operations for such properties are included in our consolidated statements of operations from the dates
of acquisition,

Notable Acquisitions

Rittiman Portfolio

On December 7, 2006, we purchased a portfolio of thirteen buildings comprising approximately 1.2 million
rentable square feet located in San Antonio (collectively referred to as the “Rittiman Portfolio™), for a total cost
of approximately $40.3 million. Upon acquisition the Rittiman Portfolio was 72.6% leased and occupied. The
preliminary allocation of the purchase price was based on our estimate of the fair value based on all available
information and will be finalized during 2007.

Cal TiA Portfolio

On June 9, 2006, we purchased a portfolio of 78 buildings comprising approximately 7.9 million rentable square
feet located in eight markets, as well as a land parcel comprising 9.2 acres located in the Orlando market
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(collectively referred to as the “Cal TIA Portfolio™), for a total cost of approximately $510.1 million (which
includes an acquisition fee of approximately $4.9 million that was paid to our Former Advisor). Upon
acquisition, this portfolio was 92.2% leased and occupied.

PC Portfolio

On May 19, 2006, we acquired a portfolio of ten buildings comprising approximately 2.7 million rentable square
feet located in Columbus, Ohio (collectively referred to as the “PC portfolio™). Upon acquisition, this portfolio
was 82.7% leased and occupied. The PC portfolio was acquired for a total cost of approximately $108.3 million,
which includes an acquisition fee of approximately $1.1 million paid to our Former Advisor.

OCMI Portfolio

On April 13, 2006, we acquired a portfolio of seven buildings comprising approximately 1.9 million rentable
square feet (collectively referred to as the “OCMI portfolio™). Of these seven buildings, four are located in
Minneapolis, Minnesota, two are located in Plainfield, Indiana, and one is located in Columbus, Chio. Upon
acquisition, the OCMI portfolio was 100% leased and occupied, The OCMI portfolio was acquired for a total
cost of approximately $96.7 million, which includes an acquisition fee of approximately $1.0 million paid to our
Former Advisor.

Disposition Activity

During the year ended December 31, 2006, we disposed of a total of 21 operaling properties comprising
approximately 5.0 million rentable square feet in eleven markets, We sold 13 properties comprising 1.8 million
rentable square feet to third parties for total gross proceeds of approximately $117.9 million. The remaining eight
properties comprising approximately 3.2 million rentable square feet were contributed to institutional funds in
which we maintain ownership interests for a total contribution value of approximately $147.7 million (see
discussion below).

Contribution of Properties to Institutional Funds
TRT-DCT Industrial Joint Venture {

On September 1, 2006, we entered into the first joint venture agreement with Dividend Capital Total Realty Trust
Inc., “DCTRT”, TRT-DCT Industrial Joint Venture I, G.P., “TRT-DCT Venture 1,” pursuant to which we
anticipate TRT-DCT Venture I will own up to $208.0 million of industrial properties. This jaint venture is funded
as follows: (i) an equity contribution from DCTRT to the Jjoint venture (which will generally be not less than
approximately 80.0% of the joint venture's required equity capitalization); (i) an equity contribution from us to
the joint venture (which will be up to approximately 20.0% of the joint venture's required equity capitalization);
and (iii) secured debt financing to be obtained by the joint venture with a targeted loan-to-value of no less than
55.0% and no more than 75.0%. Our actual ownership percent may vary depending on amounts of capital
contributed and the timing of contributions and distributions. On December 8, 2006, we contributed two
properties to TRT-DCT Venture I totaling approximately 576,000 rentable square feet with a combined gross
contribution value of approximately $24.9 million. Upon closing the transaction we received a distribution of
approximately $22.2 million, reflecting 90% of the total gross contribution value minus TRT’s pro rata share of
closing costs and prorations.

As co-general partner, we make the initial determination as to whether an asset will be acquired by TRT-DCT
Venture 1, and this determination is then subject to DCTRT’s review and approval. With respect to our own
assets, if the proposed asset has been owned by us for four months or less and no significant leasing,
development or repositioning of the asset has occurred, the purchase price for the asset is equal to our total gross
cost basis and, if the proposed asset has been owned by us for more than four months or significant leasing,
development or repositioning of the asset has occurred, the purchase price for the asset is equal to the asset’s fair
market value as determined by an unaffiliated appraiser plus incremental third-party costs including legal, due
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ditigence and debt financing expenses. However, we have no obligation to sell an asset if the appraised value is
less than our cost basis. Assets that are acquired from third parties are valued at the acquisition’s total gross cost,
which includes the purchase price. due diligence costs and closing costs. We will receive an acquisition fee of 50
basis points in connection with all assets that are contributed or sold.

DCT Fund 1

On February 21, 2006, we entered into a joint venture with affiliates of Boubyan Bank of Kuwait (“BBK™), an
unrelated third party, to create an institutional fund, DCT Fund 1 LLC (“Fund I”), that owns and operates
industrial properties located in the United States. We contributed six industrial properties to Fund [, totaling
approximately 2.6 million rentable square feet after completion of a 330,000 square foot expansion project. The
contribution value of the six buildings upon completion of the expansion was approximately $122.8 million,
Contemporaneously with our contribution, Fund 1 issued $84.4 million of secured non-recourse debt to a third
party and BBK contributed $19.7 million of equity to Fund I. Upon receipt of these proceeds, Fund I made a
special distribution to us of approximately $102.7 million. The expansion was completed during June 2006, and,
contemporaneously with the completion of the expansion, Fund I issued $11.1 million of additional secured
non-recourse debt to a third party and BBK contributed $2.6 million of equity to Fund I. Upon receipt of these
proceeds, Fund [ made a special distribution to us of approximately $13.7 million. With the completion of these
transactions, our ownership of Fund 1 is 20% and BBK's ownership of Fund I is 80%.

The contribution of the six properties into Fund 1 (exclusive of the expansion project) resulted in a total gain of
approximately $4.2 million of which approximately $3.4 million was recognized in our earnings in during the
year ended December 31, 2006. The completion of the expansion in June 2006 resulted in an additionat gain of
approximately $5.2 million of which approximately $4.2 million was recoghized in earnings during 2006. In
total, the transaction resulted in an aggregate gain of approximately $7.6 million for the year ended December 31,
2006. The remaining gain of approximately $1.8 million has been deferred and is being amortized to earnings
over the weighted average life of the buildings.

Pursuant to our joint venture agreement, we act as asset manager for Fund I and carn certain fees, including asset
management fees. related to the properties we manage. In addition to these fees, after we and BBK are repaid our
respective capital contributions plus a preferred return, we have the right to receive a promoted interest in Fund |
based on performance. Although Fund I's day-to-day business affairs are managed by us, both us and BBK have

substantive participating rights and participate in all major decisions.

Discontinued Operations

As of December 31, 2006, we determined that the potential sale of two properties to a third party was probuble
and classified those properties as held for sale in accordance with SFAS No. 144. See Note 16 for additional
information.

Development Prgjects
SCLA

In July 2005, we entered into a joint venture agreement, which was amended and restated in October 2006, with
Stirling to be the master developer of up to 4,350 acres in Victorville, California, part of the Inland Empire
submarket of the Southern California industrial real estate market, We refer to this development project as SCLA
and this joint venture as the SCLA joint venture (“Stirling Capital Investments™). While our exact equity interest
in the joint venture will depend on the amount of capital we contribute and the timing of contributions and
distributions, the SCLA joint venture contempiates an equal sharing between us and Stirling of residual profits
after all priority distributions. Stirling entered into two master development agreements (o be the exclusive
developer of SCLA for the next 13 years (including extensions) and assigned to the SCLA joint venture its rights
related 1o the 4,350 acres designated primarily for industrial development.
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Logistics Way

On September 12, 2006, we entered into a joint venture agreement with Logistics Way Investors Joint Venture
(“LWI”), an unrelated third-party developer, to acquire approximately 36 acres of land and to develop a 570,000
rentable square foot distribution facility in the city of Nashville, Tennessee (“Logistics Way"). Pursuant to the
joint venture agreement, LWI and we will provide approximately 5% and 95%, respectively, of the required
equity capital to fund the development project and, during the year ended December 31, 2006, LWI and we
contributed equity capital of approximately $0.2 million and $3.2 million, respectively, Both parties will receive
a preferred return on their respective capital contributions. We have the right to purchase LWI’s interest in the
venture at fair market value any time after the later to occur of (i) stabilization of the project, and (ii) the date 12
months afler completion of the project. LWI has the right to put their interest to us 18 months after shell
completion at fair market value. We currently estimate that the building will be completed in April 2007 fora
total estimated cost of approximately $22.1 million including land costs. Qur investment in this joint venture is
included in investments in and advances to unconsolidated joint ventures in the accompanying consolidated
balance sheets.

Dulles Summit

On August 4, 2006, we entered into a joint venture agreement with SIP 8, L.P, (“SIP™), an unrelated third-party
developer, to acquire approximately 50 acres of land, including 33 developable acres and 17 acres of
un-developable wetlands in Dulles, Virginia (“Dulles Summit”). The joint venture wiil develop a total of six light
industrial facilities in two phases aggregating approximately 456,000 rentable square feet, with each phase
consisting of three buildings. Pursuant to the joint venture agreement, SIP and we will provide approximately 5%
and 95%, respectively, of the required equity capital to fund the development project and, during the year ended
December 31, 2006, SIP and we contributed initial equity capital of approximately $12.9 million and $0.6
million, respectively. Also pursuant to the joint venture agreement, we have the ability to control, and therefore
consolidate, the joint venture. Both parties will receive a preferred return on their respective capital contributions.
We have the right to purchase SIP’s interest in the venture at fair market value on a building by building basis,
and SIP has the right to put their interest in the venture to us at fair market value on a phase by phase basis, upon
stabilization. We currently estimate that construction of phase I will begin during the second quarter of 2007 for
a total estimated cost of approximately $24.3 million including land costs. This joint venture is consolidated and
included in the accompanying consolidated balance sheets.

Sycamore Canyon

On April 20, 2006, we entered into a joint venture agreement with SycCanyonS JP/PI, LLC (“5CS”), an
unrelated third-party developer, to acquire approximately 35 acres of land and to develop two distribution
buildings comprising approximately 900,000 rentable square feet in the City of Riverside, California (“Sycamore
Canyon™). Pursuant to the joint venture agreement, SCS and we will provide approximately 10% and 90%,
respectively, of the required equity capital, which is currently estimated to be approximately $4.0 million to fund
the development project. Both parties will receive a preferred return on their respective capital contributions. We
have the right to purchase SCS’s interest in the venture at fair market value any time after the later to occur of

(i) stabilization of the project, and (ii) the date 48 months after completion of the project. SCS has the right to put
their interest to us 12 months after shell completion at fair market value, We currently estimate that the first
building will be completed in 2007 for a total estimated cost of approximately $23.4 million including land costs.
Our investment in this joint venture is included in investments in and advances to unconsolidated joint ventures
in the accompanying consolidated balance sheets,

SouthCreek IV Distribution Facility

On May 19, 2005, we entered into a joint venture agreement with SV Atlanta SouthCreek IV, L.P.
(“SouthCreek™), an unrelated third-party developer, to acquire 37 acres of land and to develop a 556,800 square
foot distribution facility located in Atlanta, Georgia. Pursuant to the joint venture agreement, SouthCreek and we
will provide approximately 3% and 97%, respectively, of the required equity capital, which is estimated to be a
total of approximately $5.6 million, to fund the development project. Both parties will receive a preferred return
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on their respective capital contributions. We have the right to purchase SouthCreek’s interest in the venture at
any time after the later to occur of (i) stabilization of the project, and (ii) the date 18 months after completion of
the project. The facility was completed during 2006 for approximately $18.9 million and is currently being
leased. Our investment in this joint venture is included in investments in and advances to unconsolidated joint
ventures in the accompanying consolidated balance sheets.

Intangible Assets

Aggregate net amortization for intangible assets recognized pursuant to SFAS No. 141 in connection with
property acquisitions {excluding assets and liabilities related to above and below markel rents; see Note 2 for
additional information) was approximatety $31.5 million, $21.3 million and $5.4 million for the years ended
December 31, 2006, 2005 and 2004, respectively. The following table describes the estimated net amortization of
such intangible assets and liabilities for the next five vears, In addition, the table describes the net increase
(decrease) to rental revenues due to the amortization of above and below market rents for the next 5 years {in
thousands):

Estimated Estimated Net
Net Increase (Decrease)
Amortization to Rental Revenues
of Lease Related to Above
Intangible and Below Market
For the 12 Months Ended December 31, Assets Rents
2007 L e 3 30,909 s (485)
2008 .. 26,320 18
2009 18,182 (134)
2010 . . e 11,797 (250)
2011 6,737 302
Total ... . $ 93,945 $ (549)

Note 4. Investments in and Advances to Unconsolidated Joint Ventures

We enter into joint ventures primarily for purposes of developing industrial real estate and to establish funds or
other commingled investment vehicles with institutional partners. The following describes our unconsolidated
joint ventures as of December 31, 2006 and 2005:

DCT Ownership
P ta
el:::':)f B¢ Net Equity Investment
Unconsolidated Joint December 31, Number of December 31, December 31,
Ventures 2006 Buildings 2006 2005
Institutionat Funds: (in thousands)
DCTFund ILLC .............. 20% 6 5 342 3 —
TRT-DCT Venturel ........... 10% 4 5,704 —
Developments:
SouthCreek IV
Distribution Facility .......... 97% ] 6,280 5,937
Panationi Investments .......... 0.5% 3 251 153
Sycamore Canyon ............. 90% 1 4,109 —
Stirling Capital
Investments (SCLAY(® .., ., .. 50% 1 19,246 —
Logistics Way ................ 95% 1 3,320 —
Total ... .o L 17 $ 42,336 $ 6,000

Iy Although we contributed 100% of the initial equity capital required by the venture, our partners retain
certain participation rights in the partnership’s available cash flows.
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Note 5. Outstanding Indebtedness

Our outstanding indebtedness consists of secured mortgage debt, unsecured notes and secured and unsecured
revolving credit facilities (“lines of credit”). As of December 31, 2006, outstanding indebtedness, excluding
$48.9 million representing our proportionate share of debt associated with unconsolidated Jjoint ventures, totaled
approximately $1.1 billion. As of December 31, 2005, outstanding indebtedness totaled approximately $642.3
million. As of December 31, 2006, the historical cost of all our consolidated properties, including properties held
for sale, was approximately $2.9 billion and the historical cost of all properties securing our fixed rate mortgage
debt and senjor secured credit facility was approximately $1.3 billion and $44.9 million, respectively, As of
December 31, 2005, the total historical cost of our properties was approximately $2.0 billion and the total
historical cost of properties securing our fixed rate mortgage debt was approximately $1.2 billion. Our debt has
various covenants and we were in compliance with all of these covenants as of December 3 1, 2006 and 2005.
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Senior Unsecured Notes:
2year, variablerate M L
Syear fixedrate (' ..., .. ... .,
8year fixedrate ™ ... .. ... ..
10 year, fixedrate ™ ....... ... ... .. o

Mortgage Notes:

Variable:
Cabot ... e

Fixed:
7 year, fixed rate
10 year, fixedrate 0 ... ... .. ... ...l
Syear, fixedrate ® ... ... ... ... .
Byear fixedrate .............. ... ... . il
Park WestG ...
Mid South Logistics Center . ..........................
Sky Harbor TransitCenter .. ..........................
Shelby 4 ..o
Shelby 5 ... e
Shelby 19 ... i
Miami Commerce Center. ................. v iiinn.s
Shelby 1B ... ... .
1615 Diplomat Drive. ........ ... ... .. .iiiiiinn...
Memphis Distriplex ........... ... .. .. ... 00,
Binney & Smith Distribution Center ....................
Roosevelt Distribution Center. . ........................
T LakeDrive. .. ...t
2401 Midpoint Drive. . ...t
Park West ...
Baltimore-Washington . ............. ... ... ol
Blackhawk ........ ... ... ... ...
GreensCrossing ........... ... .. ..o,
Willowbrook ................ ... ...,

Rockaway . ......... ..o
452 BusinessCenter............ ... .o i,

Weighted Avg/Totals @ ... ... ... ........,
Premiurns, Net of Amortization® ... ...............

Total Sentor Unsecured Notes and Mortgage Notes ... ... ......
Secured and Unsecured Credit Facilities:
Senior Unsecured Revolving Credit Facility® ... ... . ...
Senior Secured Revolving Credit Facility ® ................

Outstanding Balance on Credit Facilities . . ..................,
Total Carrying Valueof Debt .............................
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Our outstanding indebtedness is summarized in the table below (dollars in thousands):

Qutstanding Balance as of

Ii:::“::l December 31,

Rate Maturity Date 2006 2005
6.08% June 2008 $ 275000 8§ —
5.53% April 2011 50,000 —
5.68% January 2014 50,000 —
577% April 2016 50,000 —
6.55% October 2011 25,237 25.237
5.00% March 2011 38,079 39.328
531% January 2015 53910 54,994
4.40% January 2010 55,716 56,997
4.97% October 2013 3.926 3920
7.08% July 2008 16,214 16.711
6.40%  November 2012 12,543 12.688
6.22%  September 2012 3.675 3,760
7.40%  December 2017 1,349 1,426
5.69%  December 2013 7.763 8,050
6.72%  November 2022 12,005 12,413
6.91% October 2018 5,889 6,200
8.50% October 2008 7973 8.072
7.25% July 2008 2423 2,496
6.79% July 2011 4619 4,689
6.97% June 2013 10,795 11,388
7.11%  December 2011 2,348 -
5.79% April 2013 5.389 —
5.25% January 2016 5,743 —
121% July 2008 11,156 11,371
6.30%  September 2012 26,769 27,146
4.89% February 2008 19,997 19,998
6.44% October 2012 7,058 7,176
6.84%  September 2012 8212 8,314
5.06% January 2011 57494 57,494
4.72% Aprl 2011 50.150 50,150
5.16% July 2012 62.740 62.740
4.91% April 2012 51,764 62,600
4.79% October 2011 50,549 50,549
7.22% March 2008 6,289 6470
7.48% August 2011 4,448 —
541% 1,057,822 632,383
8,259 9,859
1,066,081 642,242
6.15%  December 2010 34,272 —
7.15% June 2007 6 16
34,278 16
51,100,359 $642,258
§ 757.585 $607.146
8.259 9,859
334,515 25,253
$1,100,359  $642.258

{footnotes on following page)




(footnotes to previous page)

(' We assigned certain derivative instruments to these notes and pursuant to SFAS No. 133 (see Note 2), the
fair value of these derivative instruments will be amortized to interest expense over the life of the assigned
noles.

@ Certain mortgages werc assumed in conjunction with the acquisition of properties and, pursuant to SFAS
No. 141 (see Note 2), the difference between the fair value and the face value of these notes at the date of
acquisition is reflected as a premium or discount which will be amortized to interest expense over the
remaining life of the underlying note.

) Weighted-average interest rates are based upon outstanding balances as of December 31, 2006.

' Qur senior unsecured revolving credit facility bears interest at LIBOR (5.35% as of December 31, 2006)
plus between 0.55% and 1.1% or at our election prime. Our senior secured revolving credit facility bears
interest at either prime (8.250% and 7.250% as of December 31, 2006 and 2005, respectively) plus 0.375%
or, at our election, LIBOR plus 1.80%.

9 During June 2006, we issued $275.0 million of variable rate. senior unsecured notes. In conjunction with this
transaction, we entered into a LIBOR-based swap which fixed the interest rate associated with these notes until
February 2007, which effectively reduced our total variable rate debt outstanding from $334.5 miilion 10 $59.5
million as of December 31, 2006. Additionally in June 2006, we entered into an eight-month, LIBOR-based,
forward-starting swap to mitigate our risk of future interest rate fluctuations after February 2007.

Debt Issuances

In June 2006, we issued. on a private basis, $275.0 million of senior unsecured notes requiring monthly interest-
only payments at a variable interest rate of LIBOR plus 0.73% which mature in June 2008. In conjunction with
this transaction, we entered into a $275.0 million swap to mitigate the effect of potential changes in LIBOR. See
Note 6 for additional information regarding our hedging transactions. In April 2006, we issued, on a private
basis, $50.0 million of senior unsecured notes with a fixed interest rate of 5.53% which mature in April 2011, and
$50.0 million of senior unsecured notes with a fixed interest rate of 5.77% which mature in April 2016. The notes
require quarterly interest-only payments until maturity at which time a lump sum payment is due. In January
2006, we issued, on a private basis. $50.0 million of senior unsecured notes requiring quarterly interest-only
payments at a fixed interest rate of 5.68% which mature in January 2014. The proceeds from these note issuances
were primarily used to fund acquisitions of properties.

Debt Assumptions

During the year ended December 31, 2006, we assumed secured, non-recourse nales with an outstanding balance
of approximately $18.1 million in connection with four property acquisitions. These assumed notes bear interest
at fixed and variable rates ranging from 5.25% to 7.48% and require monthly payments of either interest, or
principal and interest. The maturity dates of the assumed notes range from August 2011 to January 2016.
Pursuant to the application of SFAS No. 141, the difference between the fair value and face value of these
assumed notes at the date of acquisition resulted in a premium of approximately $455,000, which is amortized to
interest expense over the remaining life of the underlying notes.

During the year ended December 31, 2005, we assumed secured, non-recourse notes with an outstanding balance
of approximately $434.1 million in conjunction with the acquisition of 19 properties. These assumed notes bear
interest at fixed and variable rates ranging from 4.72% to 8.50% and require monthly payments of either interest,
or principal and interest. The maturity dates of such assumed notes range from February 2008 to November 2022.
Pursuant to the application of SFAS No. 141, the difference between the fair value and face value of these
assumed notes at the date of acquisition resulted in a premium of approximately $8.7 million, which is amortized
10 interest expense over the remaining life of the underlying notes.

For the year ended December 31, 2006, the amortization of all premiums resulted in a reduction of approximately
$2.1 million to interest expense. For the year ended December 31, 2005, the amortization of such premiums
resulted in a reduction of approximately $1.4 million to interest expense.
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Lines of Credit

In December 2006, we amended our senior unsecured revolving credit facility with a syndicated group of banks,
increasing the total capacity from $250.0 million to $300.0 million and extending the maturity date from
December 2008 to December 2010. The facility has provisions to increase its total capacity to $500.0 million. At
our election, the facility bears interest either at LIBOR plus between 0.55% and 1.1%, depending upon our
consolidated leverage, or at prime and is subject to an annual facility fee. The facility contains various covenants,
including financial covenants with respect to consolidated leverage, tangible net worth, fixed charge coverage,
unsecured indebtedness, and secured indebtedness. As of December 31, 2006 and 2005, we were in compliance
with all of these covenants. As of December 31, 2006, $34.3 million was outstanding under this facility and, as of
December 31, 2005, there was no outstanding balance under this facility.

Concurrent with the amendment 1o our senior unsecured credit facility we amended our senior secured revolving
credit facility pursuant to which a separate syndicated group of banks has agreed to advance funds to our operating
partnership and third-party investors in our operating parinership’s private placement using TIC Interests in our
buildings as coltateral. Pursuant to the amendment, the lotal commitment decreased from $40.0 million to $5.4
million and the maturity date was restated from December 2008 1o June 2007. At our election. the facility bears
interest either at LIBOR plus 1.80%, or at prime plus 0.375%. and is subject to an vnused facility fee. The fucility
contains various covenants, including financial covenants with respect to consolidated leverage, tangible net worth,
fixed charge coverage, unsecured indebtedness and secured indebtedness. As of December 31, 2006 and 2005 we
were in compliance with all of these covenants. According to the terms of the facility, in addition to our borrowings.
any loans made to third-party investors in our operating partnership’s private placement reduce the total capacily
available from this facility. In addition, the obligations of the borrowers under the facility are several but not joint.
As of December 31, 2006 and 2005, approximately $5.4 million and $14.1 million, respectively, of loans had been
advanced to such third parties and we had an outstanding balance of $6,000 and $16,000, respectively.

Capitalized interest

During the years ended December 31, 2006, 2005 and 2004, we incurred interest expense of approximately $66.8
million, $28.5 million and $6.0 million, respectively. Included in these amounts were $11.0 million, $4.0 million
and $0.5 million for the years ended December 31, 2006, 2005 and 2004, respectively, of interest expense related
to the financing obligation (see Note 8 for additional information). We capitalized approximately $2.0 million
and $0.7 million of interest in 2006 and 2005 associated with certain development activities and did not
capitalize any interest in 2004,

Loan cost amortization

Our interest expense for the years ended December 31, 2006, 2005 and 2004 included $1.8 milijon, $2.0 million
and $0.8 million for the amortization of loan costs, respectively. Additionally, interest expense for the years
ended December 31, 2006, 2005 and 2004 included $1.2 million, $0.5 million and $0.1 million, respectively, for
the amortization of loan costs related to the financing obligation.

Debt Maturities

The following table sets forth the scheduled maturities of our debt, excluding unamortized premiums, as of
December 31, 2006 (amounts in thousands).

Senior
Unsecured Mortgage Lines of

Year Notes Notes Credit Total
2007 .. 3 — 5 7644 § 6 % 7.650
2008 .. 275,000t 69,798 — 344,798
2000 L., — 7,306 — 7,306
2000 .. — 57,729 34,272 92,001
2000 .o 50,000 234,328 — 284,328
Thereafter ........................ 100,000 256,017 — 356,017

Total ........................ $ 425000 $ 632822 § 34278 $ 1.092.100

(footnote on following page)
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(footnote to previous page)

(O During June 2006, we issued $275.0 million of variable rate, senior unsecured notes. In conjunction with
this transaction, we entered into a LIBOR-based swap which fixed the interest rate associated with these
notes until February 2007. Additionally in June 2006, we entered inio an eight-month, LIBOR-based,
forward-starting swap to mitigate our risk of future interest rate fluctuations after February 2007,

Note 6. Financial Instruments and Hedging Activities
Fair Value of Financial Instruments

As of December 31, 2006 and 2005, the fair values of cash and cash equivalents, restricted cash held in escrow,
notes receivable, accounts receivable and accounts payable approximated their carrying values because of the
short-term nature of these instruments. The estimated fair values of other financial instruments subject to fair
value disclosures were determined based on available market information and valuation methodologies believed
to be appropriate for these purposes. Considerable Judgment and a high degree of subjectivity are involved in
developing these estimates and, therefore, these estimates are not necessarily indicative of the actual amounts
that we could realize upon disposition. The following table summarizes these financial instruments (in
thousands):

Balances as of Balances as of
December 31, 2006 December 31, 2005
Carrying Estimated Carrying Estimated
Amounts Fair Value Amounts Fair Value
Borrowings:
Senior, secured revolving credit facility . . . .. .. 3 6 % 6 3 16 § 16
Senior, unsecured revolving credit facility ... .. $ 34272 % 34272 % — % —
Fixedratedebt .................... .. .. . $ 757585 $§ 752816 $ 607,146 § 602,052
Variablerate debt . ......... . ... ... .. . $ 300,237 $§ 300237 % 25237 % 25,237
Interest rate contracts:
Forward-starting swaps . .......... . ..... ... $ 9.313) % (9,313) § — —
Hedging Activities

During the year ended December 31, 2006, we entered into forward-starting interest rate swaps to hedge our
interest rate risk associated with anticipated fixed-rate debt issuances that are expected to occur during the period
from 2007 through 2012. Additionaily, during June 2006, we entered into an eight-month, LIBOR-based,
forward-starting swap to mitigate the effect on cash outflows attributable to changes in LIBOR related to the
$275.0 million variable rate, unsecured notes issuance in June 2006. See Note 5 for additional information
regarding our debt issuances. These forward-starting interest rate swaps have been designated as cash flow
hedges.

Unrealized losses of approximately $9.3 million were recorded during the year ended December 31, 2006, and
gains of approximately $1.1 million were recorded during the year ended December 31, 2005, to stockholders’
equity and other comprehensive loss as a result of the change in fair value of the outstanding hedges. As a result
of ineffectiveness due to the change in estimated timing of the amicipated debt issuances, approximately $11,000
was recorded as a realized loss during the year ended December 31, 2006, and approximately $108,000 was
recorded as a realized gain during the year ended December 31, 2005. Gains and losses resulting from hedging
ineffectiveness are recorded as increases and decreases, respectively, to interest expense in our accompanying
consolidated statements of operations.

As of December 31, 2006 and 2005, the accumulated other comprehensive loss balance pertaining to the hedges
were losses of approximately $11.5 million and $2.8 million, respectively. Amounts reported in accumulated
other comprehensive loss related to derivatives will be amortized to interest expense as interest payments are
made on our current fixed-rate debt and anticipated debt issuances. During the next 12 months, we estimate that
approximately $1.4 million will be amortized from other comprehensive loss to interest expense resulting in an
increase in our interest expense.
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Note 7. Commitments and Contingencies

Legal Matters

We are a party to various legal actions and administrative proceedings arising in the ordinary course of business,
some of which may be covered by liability insurance, and none of which we expect to have a material adverse
effect on our consolidated financial condition or results of operations.

Forward Purchase Commitments
Nexxus

In November 2006, we entered into six separate forward purchase commitments with Nexxus Desarrollos
Industriales, or Nexxus, to acquire six newly constructed buildings totaling approximately 859,000 rentable
square feet. The six buildings will be located on separate development sites in four submarkets in the
metropolitan area of Monterrey, Nuevo Leon, Mexico. The forward purchase commitments obligate us 1o acquire
cach of the six facilities from Nexxus upon completion, subject to a variety of conditions related to, among other
things, the buildings complying with approved drawings and specifications. Timing on closing under the
purchase obligations depends on leasing at each building prior to building completion. Our aggregate purchase
price for the six facilities is no less than $33.8 million and increases as buildings are leased prior to closing.
Contemporaneously with the execution of the forward purchase commitments, we provided Nexxus with six
separate letters of credit aggregating $33.8 million to secure our future performance under the forward purchase
commitments, all subject to a variety of construction and site related conditions. Construction of the first building
commenced in the first quarter of 2007. Closing on the individual buildings is expected 1o occur in 2007 and
2008.

Deltapoint

In March 20035, a wholly-owned subsidiary of our operating partnership entered into a joint venture agreement
with Deltapoint Park Associates, LLC, an unrelated third-party developer, to acquire 47 acres of land and to
develop an 885,000 square foot distribution facility located in Memphis, Tennessee. Deltapoint Park Partners
LLC, or Deltapoint, a Delaware limited liability company, was created for the purpose of conducting business on
behalf of the joint venture. Pursuant to Deltapoint’s operating agreement, we were obligated to make the majority
of the initial capital contributions and we received a preferred return on such capital contributions. Subsequent to
the closing of a construction loan in May 2005, Deltapoint repaid us our initial capital contributions plus our
preferred return, and we ceased to be a member of Deltapoint. Contemporaneously with the closing of the
construction loan, our operating partnership entered into a forward purchase commitment agreement whereby we
are obligated to acquire the distribution facility from Deltapoint upon the earlier to occur of (1) stabilization of
the project, and (ii) May 9, 2007, at a purchase price, mostly dependent upon leasing, based on the originally
budgeted development costs of approximately $26.0 million. Our future performance under the forward purchase
commitment is secured by a letter of credit in the amount of $5.3 million. Construction of the facility was
completed early in 2006 and the facility is currently in the leasing phase.

Operating Leases

We are obligated under non-cancelable office space and equipment operating leases. Approximate minimum
annual rentals under operating leases are as follows: (amounts are in thousands):

Year Ended December 31: Amount
200 $ 332
L 318
200 241
2000 73
201l and thereafter . . ........ ... . . . oo —
Total . $ 964




Substantially all of the office space and equipment subject to the operating leases described above are for the use
at our corporate and regional offices. Rent expense recognized was $110,900 for the period from Qctober 10,
2006 1o December 31, 2006. For the period prior to October 10, 2006, and the years ended December 31, 2005
and 2004, our Former Advisor was obligated under all operating leases. We also have payments due related to
various lease agreements related to our partnership’s private placements. See Note 8 for additional information,

Note 8. Our Partnership’s Private Placement

Prior to October 10, 2006, our operating partnership offered TIC Interests in our properties to accredited
investors in a private placement exempt from registration under the Securities Act of 1933, as amended, and, as
of December 31, 2006, the historical cost of those properties included in our operating partnership’s private
placement was $218.2 million. These TIC Interests may have served as replacement properties for investors
seeking to complete like-kind exchange transactions under Section 1031 of the Internal Revenue Code of 1986,
as amended (the “Code™). Additionally, the TIC Interests sold to accredited investors are 100% leased by our
operating partnership pursuant to master leases, and such leases contain purchase options whereby our operating
partnership has the right, but not the obligation, to acquire the TIC Interests from the investors at a later point in
time in exchange for QP Units in our operating partnership under Section 721 of the Code. On October 10, 2006,
we discontinued our operating partnership’s private placement of TIC Interests.

During the years ended December 31, 2006, 2005 and 2004 we raised approximately $121.3 million, $145.3
million and $29.9 million, respectively, from the sale of TIC Interests in our properties. The amount of gross
proceeds associated with the sales of TIC Interests are recorded in financing obligations in the accompanying
consolidated balance sheets pursuant to SFAS No. 98. We have leased back the portion of the building sold to the
unrelated third-party investors and, in accordance with SFAS No, 98, a portion of the rental payments made to
such investors under the lease agreements are recognized as interest expense using the interest method.

During the years ended December 31, 2006, 2005 and 2004, we incurred approximately $13.3 million, $3.9
million and $750,000, respectively, of rental payments under various lease agreements with certain of the third-
party investors. A portion of such amounts was accounted for as a reduction of the outstanding principal balance
of the financing obligations and a portion was accounted for as interest expense in the accompanying
consolidated financial statements. Included in interest expense was approximately $11.0 million, $4.0 million
and $0.5 million for the years ended December 31, 2006, 2005 and 2004, respectively, of interest expense related
to the financing obligation. The various lease agreements in place as of December 31, 2006 contain expiration
dates ranging from August 2020 to December 2025.

The following table sets forth the five year, future minimum rental payments due to third parties under the
various lease agreements (amounts are in thousands):

Year Ended December 31: Amount
2007 $ 16,190
2008 . 17,939
2009 . 17,604
2000 17,361
00T 17,116
L 135,540
Towl ..o $ 221,750

Our operating partnership paid certain up-front fees and reimbursed certain related expenses to our Former
Advisor, our Former Dealer Manager and Dividend Capital Exchange Facilitators LLC (our “Former
Facilitator™), an affiliate of our Former Advisor, for raising capital through our operating partnership’s private
placement. Qur Former Advisor was obligated to pay all of the offering and marketing related costs associated
with the private placement. However, our operating partnership was obligated to pay our Former Advisor a
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non-accountable expense atlowance, which equaled 2% of the gross equity proceeds raised through the private
placement. In addition, our operating partnership was obligated to pay our Former Dealer Manager a dealer
manager fee of up to 1.5% of gross equity proceeds raised and a commission of up to 5% of the gross equity
proceeds raised through the private placement. Our Former Dealer Manager has re-allowed such commissions
and a portion of such dealer manager fee to participating broker dealers. Our operating partnership was also
obligated to pay a transaction facilitation fee to our Former Facilitator of up to 1.5% of the gross equity proceeds
raised through the private placement. We terminated these arrangements with our Former Dealer Manager and
our Former Facilitator on October 10, 2006, in connection with the consummation of the Internalization.

During the years ended December 31, 2006, 2005 and 2004, our operating partnership incurred up-front costs of
approximately $12.0 million, $11.6 million and $2.6 million, respectively, payable to our Former Advisor and
other affiliates for effecting these transactions which are accounted for as deferred loan costs. Such deferred loan
costs are included in other assets in the accompanying consolidated balance sheets and amortized to interest
expense over the life of the financing obligation. I our operating partnership elects to exercise any purchase
option as described above and issue OP Units, the unamortized portion of up-front fees and expense
reimbursements paid to affiliates will be recorded against minority interests as a selling cost of the OP Units. If
our operating partnership does not elect to exercise any such purchase option, we will not meet the standards set
forth in SFAS No. 98 in order o recognize the sale of such TIC Interests.

During the year ended December 31, 2006, our operating partnership exercised purchase options to buy certain
TIC Interests it had previously sotd in 11 industrial properties located in Arizona, Georgia, Indiana, Kentucky,
Southern California and Texas. In connection with the exercise of these options, our operating partnership issued
an aggregate of approximately 6.9 million OP Units valued at approximately $73.1 million to acquire such TIC
Interests.

During the year ended December 31, 2005, our operating partnership exercised purchase options to buy certain
TIC Interests it had previously sold in two properties located in Memphis, Tennessee and one property located in

Atlanta, Georgia. In connection with the exercise of these options, our operating partnership issued an aggregate
of approximately 1.7 million OP Units valued at approximately $18.3 million 1o acquire such TIC Intcrests,

No purchase options were exercised during 2004,

F-26




Note 9. Minority Interests

Minority interests consisted of the following as of December 31, 2006 and 2005 (in thousands):

December 31,

December 31,

2006 2005
Special Units............... ... ... h — 5 1
OP Units:
Netinvestment ....................... ... .. .. ... .. 251,094 16,349
Distributions ....... ... ... ... . . L (5,661) (303)
Share of cumulative netloss . ... ............ ... ... .. (21,227 {249)
Sub-total ... 224,206 15,797
Cabot limited partnership interests:
Netinvestment ..................... ... . ... ... 40,314 40,314
Distributions .................. ... ... ... . . (1,455) (338)
Share of cumulativenetloss .. ............. ... ... . (766) 477
Limited partnership interests acquired ................... . (38,093) —
Sub-total .. ... ' _— 39,499
Cabot non-voting common stock:
Netinvestment ...................... ... ... . . . .. .. 63 63
Distributions .. ........ .. ... ... .. . . .. . . {4) —_—
Share of cumulativenetloss .. ................ ... .. . (2) —
Sub-total ... 57 63
Joint venture partner interest:
Netinvestment ... ... . ... ... . ... . ... ... ... . . .. 1,658 217
Distributions ............... ... ... .. .. .. ... . . ... (H —
Sub-total ... 1,657 217
Toal ... $225,920 $55,577

Special Units

During 2002, our operating partnership issued 10,000 Special Units to DCAG for consideration of $1,000. The
holder of the Special Units did not participate in the profits and losses of our operating partnership. Amounts
distributable to the holder of the Special Units depended on operations and the amount of net sales proceeds
received from property dispositions or upon other events. In general, after holders of regular OP Units in
aggregate received cumulative distributions equal 1o their capital contributions plus a 7% cumulative
non-compounded annuat pre-tax return on their net contributions, the holder of the Special Units and the holders
of regular OP Units received 15% and 85%, respectively, of the net sales proceeds received by our operating
partnership upon the disposition of our operating partnership’s assets. On October 10, 2006, in connection with
the Internalization, the 10,000 Special Units were modified into 7,111,111 regular OP Units, which were
included in the aggregate consideration of 15,111,111 OP Units related to the Internalization (see Note 13 for
additional information).

OP Units

As of December 31, 2006 and 2005, we owned approximately 88% and 99%, respectively, of the outstanding
equity interests of our operating partnership and the remaining equity interest in our operating partnership, other
than the Special Units, was owned by third-party investors and our Former Advisor. Subject to certain
agreements, OP Units are redeemable at the option of the unitholder after a fixed period. We have the option of
redeeming the OP Units with cash or with shares of our common stock on a one-for-one basis, subject to
adjustment. At inception (April 12, 2002), our operating partnership issued 20,000 OP Units to our Former
Advisor for gross proceeds of $200,000, which currently represents less than a 0.1% ownership interest in our
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operating partnership. In addition, as of December 31, 2006 and 2005. we had issued approximately 8.6 million
and 1.7 million OP Units, respectively, to unrelated third-party investors in connection with our operating
partnership’s private placement (see Note 8 for additional information). On October 10, 2006, in connection with
the Internalization, our operating partnership acquired our Former Advisor from DCAG for an aggregate of
15,111,111 OP Units (see Note 13 for additional information).

Cabot Limited Partnership Interests

On July 21, 2005, we completed a merger and acquired all of the outstanding common stock of Cabot Industrial
Value Fund, Inc. (“Cabot”). Through our ownership of Cabot, we initially acquired an approximate 87% interest
in Cabot Industrial Value Fund, LP (the “Cabot Partnership™), which, as of December 31, 2005. owned a
portiolio of 104 properties with a total historical cost of approximately $654.5 million located in 12 markets
throughout the United States and had approximately $308.8 million of mortgage debt outstanding. Pursuant to the
Cabot merger, the third-party investors that were limited partners in the Cabot Partnership prior to the Cabot
merger remained limited partners after the merger. Contemporaneously with the merger, we entered into a put/
call agreement whereby we had the option to acquire the limited partners’ remaining interests in the Cabot
Partnership. Under this agreement, the remaining limited partners had an initial option to put the remaining
interests to us beginning April 1, 2006 and ending July 1. 2006 and we had an initial option to cail the remaining
interests beginning April 1, 2007 and ending July 1, 2007. On April 1, 2006, the limited partners exercised their
put option, and on April 21, 2006 we purchased the remaining interests from the limited partners for cash of
approximately $40.4 million. As of December 31, 2006, we owned 100% of the Cabot Partnership. Income and
losses of the Cabot Partnership prior to April 21, 2006 were allocated pro rata based on the partners’ ownership
interests.

Cabot Non-Voting Common Stock

In August 2005, our Former Advisor and its affiliates acquired 126 shares of Cabot’s non-voting common stock
for a purchase price of $500 each or $63,000 in the aggregate. Our Former Advisor purchased these shares on
behalf of its employees and other affiltates and the proceeds from the sale of these non-voting common shares
were used to invest in the Cabot Partnership. Collectively, as of December 31, 2006 and 2005, these non-voting
shares of common stock represent less than a 0.1% ownership of Cabot at each date, and the holders of these
shares will participate in the distributions of Cabot, which are based on the performance of the Cabot portfolio of
properties, in proportion to their respective ownership percentages.

Veterans Parkway Membership Interest

On Gctober 20, 2005, we purchased a shell-complete building comprising approximately 189,000 rentable square
feet and a pad-ready land parcel located in Chicago, Illinois from a developer and entered into a related joint
venture. As of December 31, 2006, we had contributed approximately 96% of the equity capital to the joint
venture and the developer contributed the remaining equity capital of approximately 4%. Both parties will
receive a preferred return on their respective capital contributions and, after the parties are repaid their capital
contributions plus their preferred returns from the joint venture, the developer will be entitled to a promoted
interest on any excess earnings.

Note 10. Stockholders’ Equity
Common Stock

In December 2006, we completed a listing on the NYSE issuing 16.3 million shares for net proceeds of
approximately $186.7 million, before expenses of $2.3 million. Additionally during 2006, we raised
approximately $137.3 million of net proceeds from the sale of our common stock in connection with our fourth
continuous public offering, which we closed on January 23, 2006. Additionally we sold 88,889 shares in October
2006. The net proceeds from the sale of these securities were transferred to our operating partnership for a
number of OP Units equal to the shares of common stock sold in our prior continuous public offerings. Although
we closed the primary offering component of our fourth continuous public offering, we continued to offer shares
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through our distribution reinvestment plan through our 2006 third quarter distribution, which resulted in the
issuance of 5.2 million shares or $51.7 million of dividends reinvested during the year ended December 31, 2006.
Our distribution reinvestment plan was terminated on December 23, 2006. As of December 31, 2006, 2005 and
2004, we had 168,354,596, 133,206,784 and 67,719,883 shares of common stock outstanding, respectively.

Prior Continuous Public Offerings

On April 15, 2002, we filed an §-11 registration statement with the Securities and Exchange Commission
covering our first public offering of our common stock. The registration statement was declared effective by the
SEC on July 17, 2002 and we received approval of our offering in all 50 states in December 2002. The common
stock was being offered at a price of $10 per share on a 200,000 share minimum, 25,000,000 share maximum,
best-efforts basis. The registration statement also covered up to 4,000,000 shares available pursuant to our
distribution reinvestment plan and up to 1,000,000 shares issuable upon the exercise of warrants issued to the
Dealer Manager for a price of $.00] per share for every 25 shares sold. Until we received subscriptions covering
at least 200,000 shares from at least 100 non-affiliated investors, offering proceeds were required to be held in
escrow. The escrow conditions were satisfied on February 10, 2003, at which time 226,567 shares of common
stock were issued to investors. In April of 2004, we completed our first public offering and sold approximately
25.5 million shares of our common stock for gross proceeds of approximately $254.4 million.

Our second offering began immediately following the completion of our initjal offering. The second registration
Statement was filed on February 27, 2004, and was declared effective by the SEC on April 16, 2004. The
registration statement registered common stock at a price of $10 per share for a maximum of 30,000,000 shares,
The registration statement also covered up to 10,000,000 shares available pursuant to our distribution
reinvestment plan as well as up to 1,200,000 shares issuable upon the exercise of warrants sold to the Dealer
Manager for a price of $.001 per share for every 25 shares sold. In October of 2004, we completed our second
public offering and sold approxXimately 30.4 million shares of our common stock for gross proceeds of
approximately $302.8 million

Our third offering began immediately following the completion of our second public offering. The third
registration statement was filed on June 28, 2004, and was declared effective by the SEC on October 18, 2004.
The third registration statement registered common stock at a price of $10.50 per share for a maximum of
40,000,000 shares. The registration statement also covered up to 13,000,000 shares available pursuant to our
distribution reinvesiment plan. In June of 2005, we concluded our third public offering and sold approximately
40.7 million shares of our cornmon stock for gross proceeds of approximately $424.7 million.

Our fourth offering began immediately following our third public offering. The fourth registration statement was
filed on January 24, 2005 and was declared effective by the SEC on June 9. 2005, The registration statement
covers a maximum of $1,000,000,000 in shares of our common stock to be sold, including proceeds from our
distribution reinvestment plan. The registration statement offers up to 72,770,273 shares at a price of $10.50 per
share and up to 23,650,339 shares to participants in our distribution reinvestment plan. As of December 31, 2005,
we had sold approximately 37.8 million shares for gross proceeds of approximately $393.0 million in connection
with our fourth public offering. At the end of business on Monday, January 23, 2006, we closed the primary
offering component of our fourth offering.

The holders of shares of our common stock are entitled to one vote per share on all matters voted on by
stockholders, including election of our directors. Our articles of incorporation do not provide for cumulative
voting in the election of our directors. Therefore, the holders of the majority of the outstanding shares of common
stock can elect the entire board of directors. Subject to any preferential rights of any outstanding series of our
preferred stock and to the distribution of specified amounts upon liquidation with respect to shares-in-trust, the
holders of our common stock are entitled to such distributions as may be declared from time to time by our board
of directors out of legally available funds and, upon liquidation, are entitled to receive all assets available for
distribution to stockholders. All shares issued in our public offerings are fully paid and non-assessable shares of
common stock. Holders of our common stock will not have preemptive rights.
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Preferred Shares

Our board of directors, through the articles of incorporation, has the authority to authorize the issuance of
50,000,000 preferred shares of any class or serics. The rights and terms of such preferred shares will be
determined by our board of directors. However, the voting rights of preferred stockholders shall never exceed the
voting rights of common stockholders. As of December 31, 2006, 2005 and 2004, we had no outstanding shares
of preferred stock.

Shares-in-Trust

Our board of directors, through the articles of incorporation, has the authority to authorize the issuance of
shares-in-trust which are shares that are automatically exchanged for common or preferred shares as a result of
an event that would cause an investor to own, beneficially or constructively, a number of shares in excess of
certain limitations. As of December 31, 2006, 2005 and 2004, we had no outstanding shares-in-trust.

Distributions

Our board of directors declared the following quarter’s annualized distribution before the first day of the quarter.
Prior to the fourth quarter of 2006, distributions were calculated based upon daily record and distribution
declaration dates and therefore investors were eligible to earn distributions immediately upon purchasing shares
of our common stock or upon purchasing limited partnership units of our partnership. Beginning in the fourth
quarter of 2006, such distributions were calculated based upon the total number of shares of our common stock or
limited partnership units of our operating partnership outstanding on the distribution record date as declared by
our board of directors. We accrue and pay distributions on a quarterly basis. The following table sets forth the
distributions that have been paid and/or declared to date by our board of directors.

Amount Declared

Quarter per Share/Unitt?  Date Paid

2004

ItQuarter .. ... e $0.1591 April 15, 2004
290 QUAMET . oo e o et $0.1591 July 15, 2004
3 0Uarter ... e $0.1609 October 15, 2004
AhQuaner . ... $0.1609 January 18, 2005
2005

IsQuarter ......... .. $0.1578 April 15, 2005
204Quarter . .. ... $0.1596 July 15, 2005
IJdQuarter . ... $0.1613 October 17, 2005
4 Quarter ... 30.1613 January 17, 2006
2006

ItQuarter ... . ... e, 30.1578 April 17, 2006
229 Quarter .. ... e $0.1596 July 17, 2006
3 Quarter ... ... $0.1613 October 2, 2006
AP QUArter ... ... e $0.1600 January 8, 2007

I Assumes with respect to all distributions paid through October 2, 2006 that the share/unit was owned for the
entire quarter.

@ The fourth quarter 2006 distribution was paid on January 8, 2007 1o holders of record as of the close of
business on December 20, 2006.

Our distributions to stockholders are characterized for federal income tax purposes as ordinary income or a
non-taxable return of capital. Distributions that exceed our current and accumulated earnings and profits
{calculated for tax purposes) constitute a return of capital for tax purposes rather than a dividend and reduce the
stockholders’ basis in the common shares. To the exient that a distribution exceeds both current and accumulated
earnings and profits and the stockholders’ basis in the common shares, it will generally be treated as a gain from
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the sale or exchange of that shareholder’s common shares. We notify stockholders of the taxability of
distributions paid during the preceding year on an annual basis. The following summarizes the taxability of
distributions on common shares for the years ended December 31, 2006, 2005 and 2004:

2006 2005 2004
Per Share Per Share Per Share

Per Common Share Amount  Percentage Amount  Percentage Amount  Percentage
Ordinary Income ........... $ 0226 3535% $ 0408 63.80% $ 0.378 59.10%
15% Capital Gains . ... ... ... 0.002 0.38% 0.0 0.0% 0.0 0.0%
25% Capital Gains . . ..... ... 0.002 0.34% 0.0 0.0% 0.0 0.0%
Return of Capital ........... 0.409 63.93% 0.232 36.20% 0.262 40.90%

Total ................ $ 0639 100.00% $ 0.640 100.00% $ 0.640 100.00%

Potentially Dilutive Shares

We have excluded from diluted earnings per share the weighted average common share equivalent related to
approximately 8.2 million, 616,000 and 66,000 of OP Units, vested and unvested stock options, phantom stock
and LTIP units for the years ended December 31, 2006, 2005 and 2004, respectively, because their effect would
be anti-dilutive. (See definition and additional information regarding phantom stock and LTIP units in Note 1 ).
For purposes of calculating diluted earnings per share in accordance with SFAS No. 128, Earnings per Share, we
treat the dilutive impact of the unvested portion of restricted shares as common stock equivalents,

Note 11. Equity Based Compensation and Warrant Purchase Agreements

In connection with the Internalization, on October 10, 2006, we adopted, and our stockholders approved, our
Long-Term Incentive Plan. We intend to use our Long-Term Incentive Plan to grant restricted stock, stock
options and other equity awards to our eligible employees in the future.

Long Term Incentive Plan

In connection with the Internalization, on Qctober 6, 2006, we adopted, and our stockholders approved, the
Long-Term Incentive Plan which we use to grant phantom shares, restricted stock, stock options and other
awards to key personnel. Subject to adjustment upon certain corporate transactions or events, the total number of
shares of our common stock subject to such awards may not exceed 8,000,000 shares and in no event may any
optionee receive options for more than 2,000,000 shares on an annual basis.

Phantom Shares

On October 10, 2006, we made a grant of phantom shares having a fair value of approximately $35,000 to each
non-employee director pursuant to the Long-Term Incentive Plan. These shares vest 100% upon the first
anniversary from the grant date at which time each non-employee director is eligible to receive 3,111 shares of
our common stock. As of December 31, 2006, we had 21,777 phantom shares outstanding of which none were
vested. Such shares are recorded at their fair value on the date of grant and are amortized to salary expense on a
straight-line basis over the period during which the grant of such shares fully vest. For the year ended
December 31, 2006, we incurred approximately $51,000 of such expense which is included in general and
administrative expense on the accompanying consolidated statement of operations for the year ended
December 31, 2006. As of December 31 » 2006, approximately $194,000 of such expense remained unrecognized
which reflects the unamortized portion of the value of such shares issued pursuant to the Long-Term Incentive
Plan. We expect to recognize such expense over a period of 9.5 months following the year ended December 3,
2006. As of December 31, 2006, no such shares had been forfeited.

LTIP Units

Effective October 25, 2006, we made a grant of 450,795 and 51111 newly established limited partnership
interests in our operating partnership (“LTIP units”} to Philip Hawkins and Stuart Brown, respectively, as
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contemplated by their employment agreements. LTIP units, which we grant either as free-standing awards or
together with other awards under our long-term incentive plan, are valued by reference to the value of our
common stock, and are subject to such conditions and restrictions as our compensation committee may
determine, including continued employment or service, computation of financial metrics and/or achievement of
pre-established performance goals and objectives. The LTIP units granted to Mr. Hawkins vest over five years
beginning on August 1, 2006 (25% on August 1, 2009, 25% on August 1, 2010 and 50% on August 1, 2011). The
LTIP units granted to Mr. Brown vest over five years beginning on October 10, 2006 (25% on October 10, 2009,
25% on October 10, 2010 and 50% on October 10, 2011). The total fair value of the LTIP units on the date of
grant was $5.4 million.

As of December 31, 2006, we had 501,906 LTIP units outstanding of which none were vested. Such units are
recorded at their fair value on the date of grant and are amortized to salary expense on a straight-line basis over
the period during which the grant of such shares fully vests. For the year ended December 31, 2006, we incurred
approximately $225,000 of such expense which is included in general and administrative expense on the
accompanying consolidated statement of operations for the year ended December 31, 2006. As of December 31,
2006, approximately $5.2 million of such expense remained unrecognized which reflects the unamortized portion
of the value of such units issued pursuam to the Long-Term Incentive Plan. We expect to recognize such expense
over a weighted average period of 4.8 years.

As of December 31, 2006, no such units had been forfeited.

2006 Outperformance Program

On December 13, 2006, we adopted an outperformance program providing for certain grants to be made under
(and subject 10} our long-term incentive plan, under which LTIP units (as described above) are earned by selected
senior executives if certain pre-established performance targets related to our compound annual stockholder
return are met. Pursuant to the outperformance program, participating executives can share in a “performance
pool” if our total stockholder return for the three year performance period, beginning December 13, 2006,
exceeds the greater of an absolute compound annual total stockholder return of 10% or 110% of the compound
annual return of the MSCI US REIT Index. The size of the pool for the initial program is presently 10% of the
outperformance amount in excess of the performance hurdle, subject to a maximum amount of $40 million. Each
executive’s award under the program is designated as a specified percentage of the aggregate performance pool
and such awards are made in the form of LTIP units. These LTIP units are not entitled to distributions until and
unless the performance pool is established. Distributions on LTIP units are generally equal 1o the dividends paid
on our shares of common stock on a per unit basis. The program provides that if the performance pool is
established, each participating executive is entitled to the distributions that would have been paid had the number
of his or her eamned LTIP units been issued at the beginning of the performance period. Thereafter, distributions
will be paid currently and are vested on all earned LTIP units that are a part of the performance pool, whether
vested or unvested. Although the amount of earned awards under the program (i.e. the number of LTIP units
earned) will generally be determined when the performance pool is established at the end of the three-year
performance period, only half will be fully vested at that time; the other half will vest ratably over the two-year
period following the three-year performance period. As to the outperformance program, we expect that the
performance pool will be allocated in pait as follows: Tom Wattles (16%); Philip Hawkins (16%); Jim Cochran
(16%); Stuart Brown (10%); and Daryl Mechem (8%). We expect the remaining balance of the performance pool
to be allocated among other program participants, along with an unallocated reserve which may be allocated to
newly hired or promoted executives. Any unallocated reserve remaining at the end of the performance period will
be reallocated among program participants at the time on a pro-rata basis. In the event of a change in control (as
determined for purposes of the outperformance program and our long-term incentive ptan) during the
performance period, the performance period will be shortened to end on a date immediately prior to such event
and the performance hurdles will be adjusted on a pro-rata basis, with participating executives earning awards
based on performance relative to the hurdle through the date of the change in control and all earned awards being
fully vested upon the change in control. If employment of a participating executive is terminated before the end
of the performance period as a result of death or disability, or is terminated without cause, in each case as
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determined under the outperformance program and our long-term incentive plan, the executive will earn awards
based on performance relative to the hurdle through the date of termination. In the event of a change in control or
termination as a result of death or disability or without cause after the performance period has ended, all unvested
awards issued under the program will become fully vested.

Employee Option Plan

Prior to the Internalization, we adopted the Employee Option Plan, which was desi gned to enable us, our Former
Advisor and its affiliates to obtain or retain the services of employees (not to include our directors) of our Former
Advisor and its affiliates considered essential to our long-term success and the success of our Former Advisor
and its affiliates by offering such employees an opportunity to participate in our growth through ownership of our
shares. The Employee Option Plan was administered by our compensation committee, which was authorized to
grant “non-qualified” stock options (the “Employee Options™) to certain employees of our Former Advisor and
its affiliates. The compensation committce set the exercise price for the Employee Options in its discretion,
which could not be less than the greater of (1) $11.00 per share or (2) the fair market value of the shares on the
date the Employee Option was granted. A total of 750,000 shares were authorized and reserved for issuance
under the Employee Option Plan. The compensation committee set the term of Employee Options in its
discretion, which could not exceed the later of five years from the date of grant or five years from the date of a
listing of our common stock. Our compensation committee set the period during which the right to exercise an
Employee Option fully vests at three years from the date of grant, During the years ended December 31, 2006
and 2004, we granted 251,000 and 107,500 options pursuant to this plan. No such options were granted during
the year ended December 31, 2005. As of December 31, 2006 and 2005, there were 341,000 and 107,500 options
outstanding under the Employee Option Plan, respectively, with a weighted average exercise price of $11.00. As
of December 31, 2006 and 2005, approximately 66,667 and 33,333 options were vested, respectively. No such
options were vested as of December 3 1, 2004. As of Decemnber 3 1, 2006, no such options had been exercised and
17,500 had been forfeited. As of October 10, 2006, no further grants were, or will be, made under this plan.

During the years ended December 31, 2006 and 2004, options issued under the Employee Option Plan were
valued using the Black-Scholes option pricing model. There were no employee options granted during the year
ended December 31, 2005. The table below sets forth the assumptions used in valuing such options.

Option
Number of  Expected  Risk-Free Value on
Options Dividend Interest Volatility Grant Expected
Grant Date Granted Yield Rate Factor Date Life
282006 ... 251,000 6.10% 4.01% 19.19% $159,219 6
12/772004 . ... ... ......... 107,500 6.10% 2.74% 1942% § 61471 3

Independent Director Option Plan

Prior to the Internalization, we adopted the Independent Director Option Plan, which we used in an effort to
attract and retain qualified independent directors. Previously, we granted non-qualified stock options to purchase
10,000 shares to each independent director pursuant to the Independent Director QOption Plan effective apon the
later of (1) the sale of 200,000 shares in our first continuous public offering, and (2) the independent director
becoming a member of our board of directors. These options vest 20% upon grant date and 20% each year for the
following four years and have an exercise price of $12.00 per share. In addition, we previously issued options to
purchase 5,000 shares to each independent director then in office on the date of each annual stockholder’s
meeting and these options vest 100% upon the second anniversary from the grant date and have an exercise price
equal to the greater of (1) $12.00 per share or (2) the fair market value of the shares on the date they are granted.
A total of 300,000 shares are authorized and reserved for issuance under the Independent Director Option Plan.
Options granted under the Independent Director Option Plan shall lapse on the first to occur of (1) the tenth
anniversary of the date we grant them, (2) the removal the independent director for cause, or (3) three months
following the date the independent director ceases to be a director for any reason, other than death or disability.
As of December 31, 2006, 2005 and 2004, we had 80,000, 70,000 and 60,000 options outstanding, respectively,
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under the Independent Director Stock Option Plan, of which 32,000, 20,000 and 16,000 were vested,
respectively. As of December 31, 2006, no such options had been exercised and 40,000 options had been
forfeited. As of October 10, 2006, no further grants were, or will be, made under this plan.

During the years ended December 31, 2006, 2005 and 2004, options issued under the Independent Director
Option Plan were valued using the Black-Scholes option pricing model. The table below sets forth the
assumptions used in valuing such options.

Option
Number of  Expected  Risk-free Value
Options Dividend Interest Volatility on Grant  Expected

Grant Date Granted Yield Rate Factor Date Life
1W6/2006 ... ... ..., 20,000 6.10% 4.70% 19.46% $ 12,947 6
62006 ... ..o 10,000 6.10% 4.01% 19.229% % 5,651 6
TA92005 .. ... 10,000 6.10% 4.01% 19.17% % 5,624 6
6/14/2005 ... ... ... ... 20,000 6.10% 4.19% 20,01% $ 16,152 10
THR2004 .. 20,000 6.40% 2.74% 21.23% $ 10,640 10

Options granted under both the Employee Option Plan and the Independent Director Option Plan are valued using
the Black-Scholes option-pricing model and are amortized (o salary expense on a straight-line basis over the period
during which the right to exercise such options fully vests. For the years ended December 31, 2006, 2005 and 2004
we incurred approximately $70,000, $29,000 and $6,000, respectively, of such expense which is included in general
and administrative expense on the accompanying consolidated statements of operations. As of December 31, 2006,
approximately $147,000 of such expense remained unrecognized which reflects the unamortized portion of the
value of such options issued pursuant to the Employee Option Plan and the Independent Director Option Plan. We
expect to recognize such expense over a weighted average period of 2.0 years.

The following table describes the total option grants, exercises, expirations and forfeitures that occurred during
the years ended December 31, 2006, 2005 and 2004, as well as the total options outstanding as of December 31,
2006, 2005 and 2004, and the total options exercisable as of December 31, 2006.

Weighted Weighted

Average Average
Independent Option Remaining
Director  Employee Price Per Contractual Life
Options Options Share (Years)
Issued and QOutstanding at December 31,2003 ... .... 40,000 — $ 1200
Grants . ..o e s 20,000 107,500 11.16
Issued and Qutstanding at December 31,2004 ... .. .. 60,000 107,500 § 11.36
Granis ...t i 30,000 — 12.00
Forfeitures . ....... ..ot (20,000) — 12.00
Issued and Qutstanding at December 31,2005 ....... 70,000 107,500 $ 11.39
Grands . ... ..ttt 30,000 251,600 11.11
Forfeitures ........ ... ... . oo, (20,0000  (17,500) 11.53
Issued and Outstanding at December 31,2006 ....... 80,000 341,000 § 11.19 8.67
Exercisable as of December 31,2006 .............. 32,000 66,667 $ 11.32 8.31

Collectively, the options outstanding pursuant to our Independent Director Option Plan and our Employee Option
Plan had a weighted average per option value as of December 31, 2006, 2005 and 2004 of $0.66, $0.56 and
$0.52, respectively.

Warrant Purchase Agreements

Pursuant to our first and second continuous public offerings, our Former Dealer Manager earned one soliciting
dealer warrant for every 25 shares of common stock sold (see Note 10 for additional information). These
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warrants, as well as the shares issuable upon their exercise, were registered in connection with our first and
second continuous public offerings. In September 2005, our board of directors approved and we issued
approximately 2.2 million soliciting dealer warrants to our Former Dealer Manager representing all of the
warrants our Former Dealer Manager earned in connection with both of the aforementioned offerings. We valued
these warrants using the Black-Scholes option-pricing model, and based on our historical volatility, these
warrants had a nominal value. Our Former Dealer Manager may retain or re-allow these warrants to broker-
dealers that participated in the offering unless such issuance of soliciting dealer warrants is prohibited by either
federal or state securities laws, As of December 31, 2006, 541,607 of these warrants had been re-allowed to
participating broker-dealers. As of December 31,2005, 139,341 of these warrants had been re-allowed to
participating broker-dealers. The holder of a soliciting dealer warrant is entitled to purchase one share of
common stock from us at a price of $12.00 per share beginning on the first anniversary of the effective date of
the offering in which such warrants were issued and ending five years after the effective date of such offering.
Approximately 1.0 million of the outstanding soliciting dealer warrants will expire in July 2007 and the
remaining 1.2 million soliciting dealer warrants will expire in April 2009. Subject to certain exceptions, a
soliciting dealer warrant may not be transferred, assigned, pledged or hypothecated for a period of one year
following the effective date of the relevant pubiic offering. Exercise of the soliciting dealer warrants is governed
by the terms and conditions detailed in the warrant purchase agreement.

Note 12. Related Party Transactions
Our Former Advisor

Through October 9, 2006, cur day-to-day activities were managed by our Former Advisor, under the supervision
of our board of directors pursuant 1o the terms and conditions of an advisory agreement. As a result of the
Internalization, on October 10, 2006, our Former Advisor became our wholly-owned subsidiary and we no longer
bear the cost of the advisory fees and other amounts payable under the advisory agreement {see the additional
description of the Internalization in Note 13).

Prior to the Internalization, our Former Advisor was considered a related party as it was indirectly majority
owned and/or controlled by Tom Wattles {our Executive Chairman and director), Evan Zucker (our former Chjef
Executive Officer, President and Secretary and a former director, who resigned from such positions upon the
consummation of the Internalization) and James Mulvihill (our former Treasurer and Chief Financial Officer,
who resigned from such positions upon the consummation of the Internalization, but who remains a director).

The responsibilities of our Former Advisor included the selection of our investment properties, the negotiations
for these investments and the property management and leasing of these properties. Pursuant to the advisory
agreement, we paid certain acquisition and asset management fees to our Former Advisor. The amount of such
acquisition fees was equal to 1% of the aggregate purchase price of all properties we acquired in excess of
$170.0 million. During the years ended December 3] . 2006, 2005 and 2004, our Former Advisor earned
approximately $10.7 million, $11.1 million and $6.4 million, respectively, for acquisition fees which were
accounted for as part of the historical cost of the acquired properties.

Additionally, we paid our Former Advisor an asset management fee equal to 0.75% per annum of the total
undepreciated cost of the properties we owned in excess of $170.0 million. During the years ended December 31,
2006, 2005 and 2004 we incurred asset management fees of $13.4 million, $8.9 million and $1.5 million,
respectively.

Pursuant to the advisory agreement, our Former Advisor was obligated to advance all of our offering costs
subject to its right to be reimbursed for such costs by us in an amount up to 2% of the aggregate gross offering
proceeds raised in our prior continuous public offerings of common stock. Such offering costs included, but were
not limited to, actual legal, accounting, printing and other expenses attributable to preparing the SEC registration
statements, qualification of the shares for sale in the states and filing fees incurred by our Former Advisor, as
well as reimbursements for marketing, salaries and direct expenses of its employees while engaged in registering
and marketing the shares, other than selling commissions and the dealer manager fee.
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During the years ended December 31, 2006, 2005 and 2004, our Former Advisor incurred approximately $1.6
million, $8.6 million and $8.3 million. respectively. of offering costs and. during the same periods, we
reimbursed our Former Advisor approximately $2.1 million, $13.3 million and $10.9 million, respectively, for
such costs, which included unreimbursed costs from prior periods. These costs were considered a cost of raising
capital and as such, were included as a reduction of additional paid-in capital on the accompanying consolidated
balance sheets when such reimbursement obligations were incurred. We closed the primary offering component
of our fourth continuous public offering on January 23, 2006, and as of December 31, 2006. we had reimbursed
our Former Advisor for all of the then existing unreimbursed offering costs.

Our Former Advisor was obligated to pay alt of the offering and marketing related costs associated with our
operating partnership’s private placement. However, our operating partnership was obligated to pay our Former
Advisor a non-accountable expense allowance which equaled 2% of the gross equity proceeds raised through our
operating partnership’s private placement. During the years ended December 31, 2006, 2005 and 2004, our
operating partnership incurred approximately $2.4 million, $2.3 million and $521,000, respectively, payable o
our Former Advisor for such expense allowance.

In accordance with the advisory agreement we were obligated. subject to certain limitations, to reimburse our
Former Advisor for centain other expenses incurred on our behalf for providing services contemplated in the
advisory agreement, provided that our Former Advisor did not receive a specific fee for the activities which
generated the expenses to be reimbursed. For the years ended December 31, 2006, 2005 and 2004, we reimbursed
approximately $818.000, $511,000 and $327,000, respectively, for such costs.

As of December 31. 2006, we owed DCAG approximately $213.000 related to the final settlement of fees and
reimbursements and as of December 31, 2005. we owed our Former Advisor $624.000 for various fees and
reimbursements as described above, which is included in accounts payable and accrued expenses on the
accompanying consolidated balance sheets.

QOur Former Dealer Manager

Our prior continuous public offerings of shares of common stock and our operating partnership's private
placement were managed by our Former Dealer Manager pursuant to the terms of certain dealer manager
agreements. We terminated these dealer manager agreements on October 10, 2006 in connection with the
consummation of the Internalization. Our Former Dealer Manager is owned by Dividend Capital Securities
Group LLLP, in which Tom Watiles, Evan Zucker and James Mulvihill and their affiliates indirectly own limited
partnership interests.

We previously entered into a dealer manager agrecment with our Former Dealer Manager pursuant to which we
paid a dealer manager fee of up to 2.0% of gross offering proceeds raised pursuant to our prior continuous public
offerings of common stock to our Former Dealer Manager as compensation for managing such offerings. Our
Former Dealer Manager had discretionary authority to re-allow a portion of such fees to broker-dealers who
participated in an offering. We also paid up to a 6% sales commission of gross offering proceeds raised pursuant
to our prior continuous public offerings of common stock. For the years ended December 31, 2006, 2005 and
2004, we incurred $11.3 million. $49.9 million and $42.5 miilion, respectively, payable to our Former Dealer
Manager for dealer manager fees and sales commissions. As of December 31. 2006, all sales commissions had
been re-allowed to participating broker-dealers. Such amounts are considered a cost of raising capital and as such
were included as a reduction of additional paid-in capital on the accompanying consolidated balance sheets. We
terminated this dealer manager agreement on Qctober 10, 2006, in connection with the consummation of the
Internalization.

Pursuant to our first and second continuous public offerings, our Former Dealer Manager earned one soliciting
dealer warrant for every 25 shares sold. The holder of a soliciting dealer warrant has the right to purchase one
share of common stock for $12.00. In September 2005, our board of directors approved and we issued
approximatety 2.2 miilion soliciting dealer warrants to our Former Dealer Manager representing all of the
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warrants our Former Dealer Manager earned in connection with our first and second continuous public offerings.
We valued these warrants using the Black-Scholes option-pricing model, and based on our historical volatility,
these warrants had a nominal value. No warrants were offered in our third or fourth continuous public offerings.
During the years ended December 31, 2006 and 2005, our Former Dealer Manager did not earn any soliciting
dealer warrants as all shares sold during these periods were in connection with our third and fourth continuous
public offerings.

We also previously entered into a dealer manager agreement with our Former Dealer Manager pursuant to which
we paid a dealer manager fee of up to 1.5% of the gross equity proceeds raised through our operating
partnership’s private placement. We also have paid our Former Dealer Manager a sales commission of up to
5.0% of the gross equity proceeds raised through our operating partnership’s private placement, For the years
ended December 31, 2006, 2005 and 2004, we incurred up-front fees of approximately $7.8 million, $7.6 million
and $1.7 million, respectively, payable to our Former Dealer Manager for dealer manager fees and sales
commissions. As of December 31, 2006, substantially all of the sales commissions were re-allowed to
participating broker-dealers who are responsible for affecting sales. Such amounts were included in deferred loan
costs on the accompanying consolidated balance sheets, We terminated this dealer manager agreement on
October 10, 2006 in connection with the consummation of the Internalization.

As of December 31, 2006 and 2005, we owed our Former Dealer Manager approximately $159,000 and $1.4
million, respectively, in relation to fees. These liabilities were included in other liabilities on the accompanying
consolidated balance sheets.

Our Former Facilitator

Our Former Facilitator has been responsible for the facilitation of transactions associated with our operating
partnership’s private placement. We terminated our arrangements with our Former Facilitator, including the
agreement described below, on October 10, 2006 in connection with the consumination of the Internalization.
Our Former Facilitator was considered a related party as it is indirectly majority owned and/or controlled by Tom
Wattles, Evan Zucker and James Mulvihill and their affiliates.

We previously entered into an agreement with our Former Facilitator whereby we paid a transaction facilitation
fee associated with our operating partnership’s private placement. We paid our Former Facilitator up to 1.5% of
the gross equity proceeds raised through our operating partnership’s private placement for transaction facilitation.
For the years ended December 31, 2006, 2005 and 2004, we incurred approximately $1.8 million, $1.8 million
and $379,000, respectively, payable to our Former Facilitator for such fees. In accordance with SFAS No. 98,
these fees, as well as the other fees associated with our operating partnership’s private placement, were recorded
as deferred loan costs and amortized over the life of the financing obligation (see Note 8 for additional
information).

Internalization

On July 21, 2006, we entered a contribution agreement with our operating partnership and DCAG to acquire our
Former Advisor for an aggregate of 15,111,111 OP Unis. The Internalization was consummated on October 10,
2006 (see Note 13 for additional information).

Some of our directors and officers had material financial interests in the Internalization. In particular, prior to the
consummation of the Internalization, Tom Wattles, Evan Zucker, James Mulvihill, Jim Cochran, Daryl Mechem,
Matt Murphy and Michael Ruen were also employees of, or consultants to, our Former Advisor or its affiliates.
Moreover, Mr. Wattles has indirect beneficial ownership and control with his spouse of a 12.825% membership
interest in DCAG and is entitled to receive B.084% of the net cash flows of DCAG, which we refer to as a “cash
flow interest;”” Mr. Zucker has indirect beneficial ownership and control with his spouse of a 23.014%
membership interest in DCAG and a 12.280% cash flow interest; and Mr. Mulvihill has indirect beneficial
ownership and control with his spouse of a 23.014% membership interest in DCAG and a 12.280% cash flow
interest, Furthermore, Messrs. Cochran, Mechem, Murphy and Ruen, pursuant to certain contractual
arrangements, have an aggregate 9.987% cash flow interest in DCAG.
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In addition, in connection with the Internalization, we entered into employment agreements with Tom Wattles,
Jim Cochran, Daryl Mechem, Matt Murphy and Michael Ruen on July 21, 2006, an employment agreement with
Philip Hawkins on August 14, 2006 and an employment agreement with Stuart Brown on September 18,

2006, The employment agreements provide for these individuals to serve as our executive officers and became
effective on October 10, 2006, Furthermore, we entered into certain additional agreements on October 10, 2006
with affiliates of DCAG (see Note 13 for additional information).

Note 13. Internalization
Internalization of our Former Advisor

On July 21, 2006, we entered into a contribution agreement (the “Contribution Agreement”) between our
operating partnership and DCAG. On October 10, 2006, pursuant to the Contribution Agreement, our operating
partnership acquired our Former Advisor from DCAG for an aggregate of 15,111,111 OP Units, which included
the modification of the Special Units (see additional information in Note 9) held by DCAG into 7,111,111 OP
Units. In connection with the Internalization, our Former Advisor became a wholly-owned subsidiary of our
operating partnership, and certain employees of, or consultants to, our Former Advisor or its affiliates became
our employees. As a result of these transactions, we have become a self-administered and self-advised REIT. In
accordance with EITF Issue No. 04-01, Accounting for Preexisting Relationships between Parties to a Business
Combination, the Company expensed $172.2 million as an allocation of the acquisition price to the termination
of the pre-existing contractual relationships.

The following summarizes the allocation of the purchase price of our Former Advisor (in thousands):

Total tangible assets . ... ... .. ... . 3 170
Goodwill . ... 2,105
Total intangible assets . ......... .. ... . . . . . 352
Loss on contract termination and related Internalization expenses ............ 172,188

Total Purchase Price Allocated ........... .. ... . i, %174.815

The following summarizes the allocation of the purchase price of our Former Advisor (in thousands):

Value of OP Units issuedD ... ... . ... .. . $169.975
Additional acquisition costs incurred .. ... ... 4,840
Total Purchase Price . ... ... .. ... .. $174,815

(M 15,111,111 OP Units valued at approximately $11.25 per unil.

We also entered into several related agreements in connection with the Internalization including:

* apledge and security agreement whereby DCAG pledged the OP Units received as consideration in the
[miernalization and certain other assets for certain periods to secure its indemnification obligations to us
under the Contribution Agreement;

* aregistration rights agreement whereby we granted registration rights to DCAG and its permitted
transferees in respect of any shares of our common stock issued in exchange for the OP Units issued in
the Internalization;

* anon-competition agreement with each of Evan Zucker, our former Chief Executive Officer, President,
Secretary and a former director, and James Mulvihill, our former Chief Financial Officer and Treasurer
and a current director;

* alicense agreement with an affiliate of DCAG granting us the right to continue to use the Dividend
Capital name without payment of any fees for one year;
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* atransition services agreement with DCAG whereby for a monthly fee of approximately $72,000, we
receive enumerated services, including IT services, human resources, payroll and accounts payabie
services, necessary to operate our business for a one-year period; and

* 4 joint venture agreement with DCTRT, a Maryland corporation which intends to qualify as a REIT for
U.S. federal income tax purposes and which is externally advised by an affiliate of DCAG, and a
wholly-owned subsidiary of DCTRT, which established a series of joint ventures that, subject to certain
exceptions and conditions, will be the exclusive vehicles used by DCTRT and such subsidiary to invest
in industrial real estate assets in our current major markets through the end of 2008.

Moreover, we terminated the dealer manager agreements with our Former Dealer Manager relating to our prior
continuous public offerings of common stock and our operating partnership’s private placement and the
agreement with our Former Facilitator relating to our operating partnership’s private placement.

Additionally, upon consummation of the Internalization, Philip Hawkins became our Chief Executive Officer and
a director, Stuart Brown became our Chief Financial Officer and Jim Cochran became our President.
Simultaneously, Evan Zucker resigned as our Chief Executive Officer, President, Secretary and director and
James Mutvihill resigned as our Chief Financial Officer and Treasurer, but remains a director. Certain of our
directors and officers had material financial interests in the Internalization. To address these potential conflicts of
interest, a special committee of our board of directors comprised of all of our independent directors was formed
to review, consider and negotiate the terms and conditions of the Internalization and to make a recommendation
to our entire board regarding the transaction. The special committee engaged and consulted with its own legal
and financial advisors.

Note 14. Income Taxes

We operate and expect to continue to operate in a manner to meet all the requirements to qualify for REIT status.
We have made our REIT election under Internal Revenue Code Section 856 for the taxable year ended
December 31, 2003 and all subsequent years. In order for a former C corporation to elect to be a REIT, it must
distribute 100% of its C corporation earnings and profits and agree to be subject to federal tax at the corporate
level to the extent of any subsequently recognized built-in gains within a ten year period. We did not have any
built-in gains at the time of our conversion to REIT status. As a REIT, we generally will not be subject to federal
income taxation at the corporate level to the extent we distribute 100% of our REIT taxable income annually, as
defined in the Internal Revenue Code, to our stockholders and satisfy other requirements. To continue to qualify
as 2 REIT for federal tax purposes, we must distribute at least 90% of our REIT taxable income annually. No
material provisions have been made for federal income taxes in the accompanying consolidated financial
statements.

Note 15. Segment Information

We consider each operating property to be an individual operating segment that has similar econornic
characteristics with all our other operating properties, which excludes the results from discontinued operations.
Our operating segments are aggregated into reportable segments based upon the property type. Prior to the
quarter ended September 30, 2006, our management evaluated rental revenues and property net operating income
aggregated by geographic location, or market, to analyze performance. During the quarter ended September 30,
2006, our management concluded that rental revenues and property net operating income aggregated by property
type was a more appropriaie way to analyze performance. Certain reclassifications have been made to conform to
the 2006 presentation.
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The following table sets forth the rental revenues and property net operating income of our property type
segments in continuing operations for the years ended December 31, 2006, 2005 and 2004 (in thousands):

Rental Revenues Property NOI (D
2006 2005 2004 2006 2005 2004
Bulk distribution .............. . ... .. .. $176,801 $ 94901 $29,734 $138,677 $74.444 $23,717
Light industrial and other .............. .. 41,080 22,319 3,764 29,201 15,830 2,847
Total .......... .. .. ..., $217,881 $117,220 $33,498 $167,878 $90,274 $26,564

9 Net operating income (“NOI”} is defined as rental revenues, including reimbursements, less rental expenses
and real estate taxes, which excludes depreciation, amortization, general and administrative expense and
interest expense.

We consider NOI to be an appropriate supplemental performance measure because NOI reflects the operating
performance of our properties and excludes certain items that are not considered to be controllable in connection
with the management of the property such as depreciation, interest expense, interest income and general and
administrative expenses. However, NOI should not be viewed as an alternative measure of our financial
performance since it excludes expenses which could materially impact our results of operations. Further, our NOI
may not be comparable to that of other real estate companies, as they may use different methodologies for
calculating NOL Therefore, we believe net income, as defined by GAAP, to be the most appropriate measure to
evaluate our overall financial performance.

The following table is a reconciliation of our NOI to our reported net income from continuing operations for the
years ended December 31, 2006, 2005 and 2004 (in thousands):

2006 2005 2004

Property NOL ... ... 3 167878 $ 90274 $ 26,564
Institutional capital management and otherfees .................... 1,256 — —
Real estate related depreciation and amortization . .. ................ (107,873) (68,344) (18,649)
General and administrative expense ............................. (7.861) (2,794) (2,097)
Asset management fees, related party . .......... .. ... .. ... (13,426) (8,901) (1,525)
Equity in losses of unconsolidated joint ventures, net ............... (289) — —
Gain on dispositions of real estate interests .. ..................... 9,409 — —
Loss on contract termination and other Internalization expenses . . . .. .. (172,188) — —
Interest expense . ... {66,789) (28,474) (5,978)
Interest income and other . ........... ... .. . . . . . 5,368 3,193 1,408
Income taxes . ... ... ... i (1,392) 210) (275)
MINOTILY INEIESIS ..ottt e e e e e e e e e e 22,014 524 —

Loss from Continuing Operations . .............couieiun... $(163.893) § (i4,732) § (552)
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The following table reflects our total assets, net of accumulated de

segment (in thousands):

preciation and amortization, by property type

December 31, December 3 1,
2006 2005
Property type segments:
Bulkdistribution ............. ... ... . ... .. ... . $ 2,160,856 $ 1,528,582
Lightindustrial and other ....... ... ... .. ... ... .. 528,167 390,986
Total segment netassets .............. ... .. ... . 2,689,023 1,919,568
Assetsheldforsale .................. ... ... ... .. . . . . 41,895 —_—
Non-segment assets:
Land held for development ............... ... .. .. . 23,195 8,049
Non-segment cash and cash equivalents ... ... ..., ... ... .. 3,302 84,771
Other non-segment assets ) ... .. ........ ... ... .. 92,061 45,307
Totalassets .................. ... ... ... ... .. . $ 2,849.476 $ 2,057,695

(O Other non-segment assets primarily consists of corporate assets including investments in unconsolidated
Joint ventures, notes receivable, certain loan costs, including loan coslts associated with our financing
obligations, and deferred acquisition costs.

Note 16. Discontinued Operations and Assets Held for Sale

In accordance with SFAS No. 144, we report results of operations from real estate assets that meet the definition
of a component of an entity and have been sold, or meet the criteria to be classified as held for sale, as
discontinued operations, During the year ended December 31, 2006, we sold seven properties with an aggregate
of 658,797 rentable square feet for a net gain of $5.2 million. For the years ended December 31, 2006, 2005, and
2004, discontinued operations includes the results of operations of these seven properties. No properties were
sold during the years ended December 3 1, 2005 and 2004. We included all results of these discontinued
operations in a separate component of income on the consolidated statements of operations under the heading
Income from Discontinued Ovperations. This treatment resulted in certain reclassifications of 2006, 2005 and
2004 financial statement amounts.

As of December 31, 2006, we had two properties with an aggregate of 241,356 rentable square feet classified as
held for sale. We expect that all properties classified as held for sale will sell within one year from the date
classified as held for sale. For the years ended December 31, 2006, 2005 and 2004, discontinued operations
included the results of operations of these two properties.

The following is a summary of the components of income from discontinued operations for the years ended
December 31, 2006, 2005 and 2004 (in thousands);

2006 2005 2004

Remalrevenues ............. .. ... ... ... ... .. $7979 $8693 $1,192
Rental expenses and real estate taxes ................. ... . (2,174)  (1,823) 27
Real estate related depreciation and amortization . . .. .... . ... . (3,919 (3,862) (624)
Operating income ....................... ... . ... .. .. 1,886 3,008 297
Interest expense, net ............. ... ... ... .. . .. (478) (238) —
Income before minority interest and gain on dispositions of real

eSIAlE ... 1,408 2,770 297
Gain on dispositions of real estate interests,net ..... ... ... .. .. . . 5,187 — —
Minority interests ................. ... . (745) 2 —
Income from Discontinued Operations ............. ... .. . $5850 $2772 $ 207




As of December 31, 2006, the assets related 1o the properties held for sale and related liabilities were as follows
(in thousands):

December 31,
2006

Net investment in properties held forsale ... ........................ $ 40,785
Other assets held forsale .. ......... . .0t 1,110
Total assets held forsale ... ... .. . i, hY 41,895
Mortgage notes related to assets held forsale ........................ $ —
Other liabilities related to assets held forsale .................... ..., 276
Liabilities related to assets held forsale ................ .. .o ... $ 276

Note 17. Quarterly Results (Unaudited)

The following table presents selected unaudited quarterly financial data for each quarter during the year ended
December 31, 2006 {(amounts in thousands except per share information):

For the Year

For the Quarter Ended Ended
March 31, June 30, September 30, December 31, December 31,
2006 2006 2006 2006 2006
Total revenues ., ................... $ 44876 $49419 % 61,128 % 63,714 % 219,137
Total operating expenses ,........... $ 37,719 $42850 $ 50,916 % 47,678 $% 179,163
Operating income ................. 5 7,157 3% 6569 § 10,212 § 16,036 3 39,974
Income (loss) from continuing
operations ..................... § 2,137 $(2,148) §$ (10,443 § (153439 $  (163,893)
Income (loss) from discontinued
operations ..................... $ (82) $ 502 $ 278§ 5252 § 5,850
Netincome (loss) .. ................ $ 1955 $(1,646) $ (10,165) $ (148,187) § (158,043

Earnings (loss) per common share,
basic and diluted:
Income (loss) from continuing

operations ................. 3 001 %5 (00D $ 0.07) § (0.99) $ (1.09)
Income (loss) from discontinued
operations ................. 0.00 0.00 0.00 0.03 0.04
Netincome (loss) .................. $ 001 $ (0D $ (0.07) § 096) $ (1.05)
Basic common shares outstanding . . .. 145,402 150,053 150,725 135,037 150,320
Diluted common shares outstanding . . . 147,315 150,053 150,725 155,037 150,320

F-42




The following table presents selected unaudited quarterly financial data for each quarter during the year ended
December 31, 2005 (amounts in thousands exceplt per share information):

For the Year

For the Quarter Ended Ended
March 31, June 30, September 30, December 31, December 31,
2005 2005 2005 2005 2003
Totalrevenues . .............. .. ... $ 1836)1 $22430 § 35579 % 40,850 §$ 117,220
Total operating expenses . ........... $ 17,807 $20867 $% 32,383 % 35928 % 106,985
Operating income .......... . ... . .. $ 554 % 1,563 §% 3,196 $ 4,922 % 10,235
Loss from continuing operations . . . . . . $ (2,618) $(2,316) § {5,806y $ (3,992) § (14,732)
Income (loss) from discontinued
operations ....,............ ... .. $ 37 % 3,064 § (392) § 63 % 2,772
Netincome (loss) . ................. $ (2581) § 748 ¢ (6,198) % 3,929) § (11,960)
Earnings (loss) per common share,
basic and diluted;
Loss from continuing
operations ................. $  0.03) $ (003) $ 0.06) § (0.03) % {0.15)
Income (loss) from discontinued
operations ................. 0.00 0.04 0.00 0.00 0.03
Netincome (loss) . ................. $ (03 $ 001 s (0.06) % (0.03) § (0.12)
Basic common shares outstanding . ... 74,421 88,066 104,224 121,097 97,333
Diluted common shares outstanding . . . 74,421 88,473 104,224 121,097 97,333

Note 18. Subsequent Event

Accelerated TIC Purchase Options

As of December 31, 2006, our operating partnership had options to purchase 209 TIC Interests in 23 properties.
In October 2006, our operating partnership provided notice of exercise of its purchase options to the holders of
these TIC Interests. However, for the exercise to have been effective for each of these 23 properties, all of the
TIC Interest holders in such property had to consent to amend the related master lease. The amendment fixed the
number of OP Units to be paid and accelerated the date of closing of the purchase of the TIC Interests in each
property to the earlier of: (1) a date selected by our operating partnership that was within 60 days afler the
completion of our inttial listing on the NYSE in December 2006; or (2) a date selected by our operating
partnership that was within the stipulated closing period in the original master lease. The fixed purchase price for
the TIC Interests was determined based on the value of the underlying real estate asset and the price per OP Unit
paid in the Internalization. Our operating partnership received unanimous written consents to amend the master
leases related to 14 of these 23 properties. Subsequent to December 31, 2006, our operating partnership
purchased all remaining TIC Interests in the 14 propetties for an aggregate of 6.8 million OP Units valued at
approximately $76.9 million.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
DCT Industrial Trust Inc.:

Under date of March 14, 2007, we reported on the consolidated balance sheets of DCT Industrial Trust Inc.
(Formerly Dividend Capital Trust Inc.) and subsidiaries as of December 31, 2006 and 2005, and the related
consolidated statements of operations, stockholders’ equity and comprehensive loss, and cash flows for each of
the years in the three-year period ended December 31, 2006. In connection with our audits of the aforementioned
consolidated financial statements, we also audited the related financial statement schedule, Schedule III — Real
Estate and Accumulated Depreciation (Schedule HI). Schedule 111 is the responsibility of the Company’s
management. Our responsibility is to express an opinion on Schedule 11T based on our audits.

In our opinion, Schedule 11 — Real Estate and Accumulated Depreciation, when considered in relation to the

basic consolidated financial statements taken as a whole, present fairly, in all material respects, the information
set forth therein.

Denver, Colorado
March 14, 2007
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Exhibit
Number

EXHIBIT INDEX

Description

*2.1

*2.2

*2.3

*3.1

*3.2

*10.1

*10.2

*10.3

*10.4

*10.5

*10.6

*10.7

*10.7.1

*10.8

*10.9

*10.10

Agreement and Plan of Merger, dated June 17, 2005, among Dividend Capital Trust Inc., DCT
Acquisition Corporation, Cabot Industrial Value Fund Inc. and Cabot Industrial Value Fund
Manager, LLC (Exhibit 2.1 to Form 10-Q filed on August 15, 2005)

Put/Call Agreement, dated July 21, 2005, among Cabot Industrial Fund Manager, LLC, the limited
partners named therein and Dividend Capital Trust Inc. (Exhibit 2.2 to Form 10-Q filed on August
15, 2005)

Contribution Agreement by and among Dividend Capital Trust Inc., Dividend Capital Operating
Partnership LP and Dividend Capital Advisors Group LLC, dated as of July 21, 2006 (incorporated
by reference to Exhibit 2.1 to Form 8-K filed on July 27, 2006)

DCT Industrial Trust Inc. Third Articles of Amendment and Restatement (Exhibit 3.1 to Form 8-K
filed on December 19, 2006)

DCT Industrial Trust Inc. Amended and Restated Bylaws (Exhibit 3.2 to Form 8-K filed on
December 19, 2006)

Form of Indemnification Agreement (incorporated by reference to Exhibit 10.3 to Form 8-K filed
on Qctober 13, 2006) .

Amended and Restated Lirmnited Partnership Agreement of DCT Industrial Operating Partnership
LP, dated October 10, 2006 (incorporated by reference to Exhibit 10.5 to Form 8-K filed on
October 13, 2006)

DCT Industrial Trust Inc. 2006 Long-Term Incentive Plan (incorporated by reference to
Exhibit 10.1 to Form 8-K filed on October 13, 2006)

DCT Industrial Trust Inc. 2006 Incentive Compensation Plan (incorporated by reference to Exhibit
10.2 to Form 8-K filed on October 13, 2006)

Form of Restricted Stock Award Agreement pursuant to DCT Industrial Trust Inc. 2006 Long-Term
Incentive Plan (incorporated by reference to Exhibit 10. 10 to Form 8-K filed on October 13, 2006)

Form of Phantom Share Award Agreement pursuant to DCT Industrial Trust Inc. 2006 Long-Term
Incentive Plan (incorporated by reference to Exhibit 10.11 to Form 8-K filed on October 13, 2006)

Form of LTIP Unit Award Agreement pursuant to DCT Industrial Trust Inc. 2006 Long-Term
Incentive Plan (incorporated by reference to Exhibit 10.9 to Form 8-K filed on October 13, 2006)

Form of Option Award Agreement pursuant to DCT Industrial Trust Inc. 2006 Long-Term
Incentive Plan (incorporated by reference to Exhibit 10.7.1 to Amendment No. 1 to Form S-11
Registration Statement, Commission File No. 333-138094)

Real Estate Contract, dated December 23, 2004, among Panattoni Development Company, LLC,
the other Seliers listed therein and Dividend Capital Operating Partnership LP. (Exhibit 10.12 to
Form 10-K filed on March 16, 2005)

First Amendment to Real Estate Contract, dated January 7, 2005, among Panattoni Development
Company, LLC, the other Sellers tisted therein and Dividend Capital Operating Partnership LP.
(Exhibit 10.13 to Form 10-K filed on March 16, 2005)

Second Amendment to Real Estate Contract, dated January 21, 2005, among Panattoni
Development Company, LLC, the other Sellers listed therein and Dividend Capital Operating
Partnership LP. (Exhibit 10.14 to Form 10-K filed on March 16, 2005)
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Exhibit
Number

Description

*10.11

*10.12

*10.13

*10.14

*10.15

*10.16

*10.17

*10.18

*10.19

*10.20

*10.21

*10.22

*10.23

*10.24

Third Amendment to Real Estate Contract, dated February 15, 2005, among Panattoni Development
Company, LLC, the other Sellers listed therein and Dividend Capital Operating Partnership LP.
{Exhibit 10.15 to Form 10-K filed on March 16, 2005)

Fourth Amendment to Real Estate Contract, dated February 22, 2005, among Panattoni
Development Company, LLC, the other Sellers listed therein and Dividend Capital Operating
Partnership LP. (Exhibit 10.16 to Form 10-K filed on March 16, 2005)

Fifth Amendment to Real Estate Contract, dated February 25, 2005, among Panattoni Development
Company, LLC, the other Sellers listed therein and Dividend Capital Operating Partnership LP.
(Exhibit 10.17 to Form 10-K filed on March 16, 2005)

Sixth Amendment to Real Estate Contract, dated March 2, 2005, among Panattoni Development
Company, LLC, the other Sellers listed therein and Dividend Capital Operating Partnership LP.
{Exhibit 10.18 to Form 10-K filed on March 16, 2005)

Seventh Amendment to Real Estate Contract, dated March 4, 2005, among Panattoni Development
Company, LLC, the other Sellers listed therein and Dividend Capital Operating Partnership LP.
{(Exhibit 10.19 to Form 10-K filed on March 16, 2005)

Credit Agreement dated as of December 9, 2005 among Dividend Capital Operating Partnership
LP, the lenders party thereto and JPMorgan Chase Bank, N.A., as administrative agent
(incorporated by reference to Exhibit 10.21 to Post-Effective Amendment No. 3 to Form S-3 on
Form S-11, Commission File No. 333-122260)

Agreement of Purchase and Sale dated as of May 10, 2006 among Cabot Industrial Venture A,
LLC, Cabot Industrial Venture B, LLC, CW Industrial Venture A. LLC, Cabot Industrial Venture A
Texas, LP, Cabot Industrial Venture B Texas, LP and Dividend Capital Operating Partnership LP
(incorporated by reference to Exhibit 10.20 to Post-Effective Amendment No. 3 to Form S-3 on
Form S-11, Commission File No. 333-122260)

Note Purchase Agreement dated as of June 9, 2006 among Dividend Capital Trust Inc., Dividend
Capital Operating Partnership LP and the purchasers party thereto (incorporated by reference to
Exhibit 10.22 to Post-Effective Amendment No. 3 to Form $-3 on Form S-11, Commission File No.
333-122260)

Non-Competition and Non-Solicitation Agreement, dated as of October 10, 2006, between DCT
Industrial Trust Inc. and Evan H, Zucker (incorporated by reference to Exhibit 10.19 to Form S$-11
Registration Statement, Commission File No. 333-138094)

Non-Competition and Non-Solicitation Agreement, dated as of October 10, 2006, between DCT
Industrial Trust Inc. and James R. Mulvihill (incorporated by reference to Exhibit 10.20 to Form S-
11 Registration Statement, Commission File No. 333-138094)

Pledge and Security Agreement, dated as of October 10, 2006, between Dividend Capital Advisors
Group LLC and DCT Industrial Trust Inc. (incorporated by reference to Exhibit 10.21 1o Form S-1]
Registration Statement, Commission File No. 333-138094)

Registration Rights Agreement, dated as of October 10, 2006, between DCT Industrial Trust Inc,
and Dividend Capital Advisors Group LLC(incorporated by reference to Exhibit 10.22 to Form S-
11 Registration Statement, Commission File No. 333-138094)

Employment Agreement, dated as of July 21, 2006, between Dividend Capital Trust Inc. and
Thomas G. Wattles (incorporated by reference to Exhibit 10.6.5 to Post-Effective Amendment No.
3 to Form 8-11, Commission File No. 333-122260)

Employment Agreement, dated as of July 21, 2006, between Dividend Capital Trust Inc. and James
D. Cochran (incorporated by reference to Exhibit 10.6.6 to Post-Effective Amendment No. 5 to
Form S-11, Commission Fite No. 333-122260)
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Exhibit
Number

Description

*10.25
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+21.1
+23.1
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+31.2
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+32.2

Employment Agreement, dated as of July 21, 2006, between Dividend Capital Trust Inc. and Daryl
H. Mechem (incorporated by reference to Exhibit 10.6.7 to Post-Effective Amendment No. 5 to
Form S-11, Commission File No. 333-122260)

Employment Agreement, dated as of July 21, 2006, between Dividend Capital Trust Inc. and
Matthew T. Murphy (incorporated by reference to Exhibit 10.6.8 to Post-Effective Amendment No.
5 to Form S-11, Commission File No. 333-122260)

Employment Agreement, dated as of July 21, 2006, between Dividend Capital Trust Inc. and
Michael J. Ruen (incorporated by reference to Exhibit 10.6.9 to Post-Effective Amendment No. 5 to
Form $-11, Commission File No. 333-122260)

Employment Agreement, dated as of August 14, 2006, between Dividend Capital Trust Inc. and
Philip L. Hawkins (incorporated by reference 10 Exhibit 10.6.10 to Post-Effective Amendment No.
5 to Form S-11, Commission File No. 333-122260)

Employment Agreement, dated as of September 18, 2006, between Dividend Capital Trust Inc, and
Stuart B. Brown (incorporated by reference to Exhibit 10.6.11 to Post-Effective Amendment No, 5
to Form 8-11, Commission File No, 333-122260) )

Termination Agreement, dated as of October 10, 2006, between DCT Industrial Trust Inc. (f/k/a
Dividend Capital Trust Inc.) and Dividend Capital Securities LLC, relating to the termination of the
Dealer Manager Agreement between DCT Industrial Trust Inc. (ffk/a Dividend Capital Trust

Inc.) and Dividend Capital Securities LLC (incorporated by reference to Exhibit 10.6 to Form 8-K
filed on October 13, 2006)

Termination Agreement, dated as of October 10, 2006, between DCT industral Operating
Partnership LP {f/k/a Dividend Capital Operating Partnership LP) and Dividend Capital Securities
LLC, relating to the termination of the Dealer Manager Agreement between DCT Industrial
Operating Partnership LP (f/k/a Dividend Capital Operating Partnership LP) and Dividend Capital
Securities LLC (incorporated by reference to Exhibit 10.7 to Form 8-K filed on October 13, 2006)

Termination Agreement, dated as of October 10, 2006, between DCT Industrial Operating
Partnership LP (i/k/a Dividend Capital Operating Partnership LP) and Dividend Capital Exchange
Facilitators LLC, relating to the termination of the Intellectual Property Licensing Agreement
between DCT Industrial Operating Partnership LP (/k/a Dividend Capital Operating Partnership
LP} and Dividend Capital Exchange Facilitators LLC (incorporated by reference to Exhibit 10.8 to
Form 8-K filed on October 13, 2006) "

Purchase Agreement, dated December 12, 2006, by and among DCT Industrial Trust Inc., DCT
Industrial Operating Partnership LP, and Merrill Lynch & Co., Merrill Lynch, Pierce, Fenner &
Smith Incorporated and Wachovia Capital Markets, LLC, on behalf of themselves and the other
several underwriters named in Schedule A thereto (incorporated by reference to Exhibit 10.8 to
Form 8-K filed on December 18, 2006)

DCT Industrial Trust Inc. 2006 Outperformance Program (incorporated by reference to Exhibit 10.8
to Form 8-K filed on December 19, 2006)

List of Subsidiaries

Consent of KPMG LLP, Independent Registered Public Accounting Firm, dated March 14, 2007
Ruie 13a-14(a) Certification of Principal Executive Officer

Rule 13a-14(a) Certification of Principal Financial Officer

Section 1350 Certification of Principal Executive Officer

Section 1350 Certification of Principal Financial Officer

+ Filed herewith,
* Previously filed.




Exhibit 31.1
Certification Pursuant to Rule 13a-14(a)
Under the Securities Exchange Act of 1934, As Amended

I, Philip L. Hawkins, certify that:

1.
2.

I have reviewed this annual report on Form 10-K of DCT Industrial Trust Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made. not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for. the periods
presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures
{as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

a.  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, 1o ensure that material information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in which this report is being prepared;

b Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this Teport our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

¢.  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions);

a.  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

b.  Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

March 14, 2007

By: /s/  PHiLIP L. HAWKINS
Philip L. Hawkins
Chief Executive Officer




Exhibit 31.2
Certification Pursnant to Rule 13a-14(a)
Under the Securities Exchange Act of 1934, As Amended

L. Stwuart B, Brown, certify that:
1.
2.

I have reviewed this annual report on Form 10-K of DCT Industrial Trust Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made. in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, 10 ensure that material information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in which this report is being prepared;

b.  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation: and

c.  Disclosed in this report any change in the registrant’s intemal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected. or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a.  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report fmancial
information; and

b.  Any fraud. whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

March 14, 2007

By: /s/ _StuarT B. BROWN
Stuart B. Brown
Chief Financial Officer
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