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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, n
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

including 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:

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 requirements 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.
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PART I

ITEM1. 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 subsidiary, 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 series 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 to 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 contained 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 to 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
operating 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 million 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 21 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 below), and to
maximize total return to 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 bulk 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
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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 attracting and retaining tenants. Additionally, we believe
that our relationship with Black Creek

Table of Contents 8



Edgar Filing: DCT Industrial Trust Inc. - Form 10-K

T

nien

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 relationships 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, our 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 strategies we intend to execute to achieve 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 joint ventures, funds or other commingled
investment vehicles with institutional partners will enable us to 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 to 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 Monterrey, 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 Item 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 to 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
partnership 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, results 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 additional 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);
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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.
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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. Our 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 should 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, distributable 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 personnel.

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 to acquire and develop properties. Our 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.
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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 to take action contrary to our instructions or requests or contrary to
our policies or objectives, including our current policy with respect to maintaining our qualification 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 a 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 continue to own or operate the interests or assets underlying such
relationship or may need to purchase such interests or assets 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 partners, co-members or co-venturers.
We generally seek to maintain sufficient control of our partnerships, limited liability companies and joint ventures to 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 to 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 invest 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 control 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 liability may far exceed the amount or value of the investment we initially made or then had in
the partnership.
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Investment in us may be subject to additional risks if we make international investments.

We intend to 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 directly 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.
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We expect to continue to pay quarterly distributions to our stockholders. However, we bear all expenses incurred by our operations, and our
funds generated by operations, after deducting these expenses, 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. Our 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.

Adpverse economic and geopolitical conditions could negatively affect our returns and profitability.

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.
Our 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.

In 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: Atlanta, 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 to certain conflicts of interest. Certain of our
affiliates could seek to acquire properties that could satisfy 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 affiliates of DCAG. He devotes a majority of his time to us but does not
work full time for us.
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We may invest in, or co-invest with, our affiliates.

We may invest in, or co-invest with, joint ventures or other programs sponsored by affiliates of two of our directors, Tom Wattles and James
Mulvihill, including those pursuant to our joint ventures with DCTRT. Our independent directors must approve any such transaction and Messrs.
Wattles and Mulvihill will each abstain from voting as directors on any transactions we enter into with their affiliates. Management s
recommendation to our independent directors may be affected by its relationship with one or more of the co-venturers and may be more
beneficial to the other programs than to us. In addition, we may not seek to enforce the agreements relating to such transactions as vigorously as
we otherwise might because of our desire to maintain our relationships with these directors.

Our UPREIT structure may result in potential conflicts of interest.

As of December 31, 2006, we owned 87.6% of the OP Units in our operating partnership, DCAG owned 7.9% of the OP Units (and certain of
our officers and directors, through their membership interests in and/or rights to receive a portion of the net cash flows, or cash flow interests, of
DCAG, indirectly beneficially owned 2.4% of the OP Units) and certain unaffiliated limited partners owned the remaining 4.5% of the OP Units.
Persons holding OP Units in our operating partnership have the right to vote on certain amendments to the limited partnership agreement of our
operating partnership, as well as on certain other matters. Persons holding such voting rights may exercise them in a manner that conflicts with
the interests of our stockholders. Furthermore, circumstances may arise in the future when the interest of limited partners in our operating
partnership may conflict with the interests of our stockholders. For example, the timing and terms of dispositions of properties held by our
operating partnership may result in tax consequences to certain limited partners and not to our stockholders.

GENERAL REAL ESTATE RISKS
Our performance and value are subject to general economic conditions and risks associated with our real estate assets.

The investment returns available from equity investments in real estate depend on the amount of income earned and capital appreciation
generated by the properties, as well as the expenses incurred in connection with the properties. If our properties do not generate income
sufficient to meet operating expenses, including debt service and capital expenditures, then our ability to pay distributions to our stockholders
could be adversely affected. In addition, there are significant expenditures associated with an investment in real estate (such as mortgage
payments, real estate taxes and maintenance costs) that generally do not decline when circumstances reduce the income from the property.
Income from and the value of our properties may be adversely affected by:

changes in general or local economic climate;

the attractiveness of our properties to potential tenants;

changes in supply of or demand for similar or competing properties in an area;

bankruptcies, financial difficulties or lease defaults by our tenants;

changes in interest rates and availability of permanent mortgage funds that may render the sale of a property difficult or unattractive or
otherwise reduce returns to stockholders;

changes in operating costs and expenses and our ability to control rents;

changes in or increased costs of compliance with governmental rules, regulations and fiscal policies, including changes in tax, real
estate, environmental and zoning laws, and our potential liability thereunder;
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our ability to provide adequate maintenance and insurance;

changes in the cost or availability of insurance, including coverage for mold or asbestos;

unanticipated changes in costs associated with known adverse environmental conditions or retained liabilities for such conditions;
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periods of high interest rates and tight money supply;

tenant turnover;

general overbuilding or excess supply in the market area; and

disruptions in the global supply chain caused by political, regulatory or other factors including terrorism.
In addition, periods of economic slowdown or recession, rising interest rates or declining demand for real estate, or public perception that any of
these events may occur, would result in a general decrease in rents or an increased occurrence of defaults under existing leases, which would
adversely affect our financial condition and results of operations. Future terrorist attacks may result in declining economic activity, which could
reduce the demand for, and the value of, our properties. To the extent that future attacks impact our tenants, their businesses similarly could be
adversely affected, including their ability to continue to honor their existing leases.

For these and other reasons, we cannot assure our stockholders that we will be profitable or that we will realize growth in the value of our real
estate properties.

Actions by our competitors may decrease or prevent increases in the occupancy and rental rates of our properties.

We compete with other developers, owners and operators of real estate, some of which own properties similar to ours in the same markets and
submarkets in which our properties are located. If our competitors offer space at rental rates below current market rates or below the rental rates
we currently charge our tenants, we may lose potential tenants, and we may be pressured to reduce our rental rates below those we currently
charge in order to retain tenants when our tenants leases expire. As a result, our financial condition, cash flows, cash available for distribution,
trading price of our common stock and ability to satisfy our debt service obligations could be materially adversely affected.

We are dependent on tenants for our revenues.

Our operating results and distributable cash flows would be adversely affected if a significant number of our tenants were unable to meet their
lease obligations. In addition, certain of our properties are occupied by a single tenant. As a result, the success of those properties will depend on
the financial stability of a single tenant. Lease payment defaults by tenants could cause us to reduce the amount of distributions to stockholders.
A default by a tenant on its lease payments could force us to find an alternative source of revenues to pay any mortgage loan on the property. In
the event of a tenant default, we may experience delays in enforcing our rights as landlord and may incur substantial costs, including litigation
and related expenses, in protecting our investment and re-leasing our property. If a lease is terminated, we may be unable to lease the property
for the rent previously received or sell the property without incurring a loss.

Our ability to renew leases or re-lease space on favorable terms as leases expire significantly affects our business.

Our results of operations, distributable cash flows and the value of our common stock would be adversely affected if we are unable to lease, on
economically favorable terms, a significant amount of space in our operating properties. The number of vacant or partially vacant industrial
properties in a market or submarket could adversely affect both our ability to re-lease the space and the rental rates that can be obtained.

A property that incurs a vacancy could be difficult to sell or re-lease.

A property may incur a vacancy either by the continued default of a tenant under its lease or the expiration of one of our leases. In addition,
certain of the properties we acquire may have some level of vacancy at the time of closing. Certain of our properties may be specifically suited
to the particular needs of a tenant. We may have difficulty obtaining a new tenant for any vacant space we have in our properties. If the vacancy
continues for a
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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 bankruptcy or insolvency. In bankruptcy 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 to 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 development 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 to 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 too 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 properties located in these markets,
we may face risks associated with a lack 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 to 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 attempt 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 California, Memphis and Seattle. We carry replacement-cost earthquake
insurance on all of our properties located in areas historically subject to seismic activity, subject to coverage limitations and deductibles that we
believe are commercially reasonable. We evaluate our earthquake insurance coverage annually in light of current industry 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 are 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 include:

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 liability 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 responsible 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 sell 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 asbestos. Some of our properties may contain asbestos-containing building materials.

We invest in properties historically used for industrial, 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 properties, 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 to 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 I assessments are intended to discover and evaluate
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information regarding the environmental condition of the surveyed property and surrounding properties. Phase I 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 local laws and regulations relating to
environmental protection and human health and safety. Tenants ability to 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 industrial, manufacturing, and commercial
activities will cause us to be subject to the risk of liabilities under environmental 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 properties. 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 occur.
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 requirements 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 operations.
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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 may 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 to 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 to 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 to 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 to our stockholders, or their reinvestment in other assets, will be delayed until the
promissory notes or other property we may accept 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 financial 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. Our 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 for 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 to 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 transaction.
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 stockholders 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 all 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, entitle 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.

Additionally, Title 8, Subtitle 3 of the Maryland General 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 eliminates our directors and officers liability 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 board of directors deems relevant.
Consequently, we may not continue our current level of distributions to stockholders, 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 for the purposes of distributions, may adversely affect the market price of
our common 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 entire 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 into 7,111,111 OP 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 interests and/or cash flow interests in DCAG,
approximately 5.1 million of these OP Units.

Table of Contents 34



Edgar Filing: DCT Industrial Trust Inc. - Form 10-K

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

23

Table of Contents

35



Edgar Filing: DCT Industrial Trust Inc. - Form 10-K

Table of Conten

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 or 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 difficult
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 operations 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 tax 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, 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 REITSs 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 income 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 debt, in 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 REITSs 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 REITSs 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 partnership 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 purposes, 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 partnership.
A publicly traded partnership is a partnership 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 properties 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 believe 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% penalty 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 USRPI, provided that

(1) the stock owned is of a class thatis 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 to 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 and/or controlled (i.e. our consolidated

properties) as of December 31, 2006.

Number
of Percent

Markets Buildings Owned™® Square Feet

(in thousands)
Operating Properties:
Atlanta 56 100.0% 6,584
Baltimore/Washington D.C. 12 100.0% 1,446
Central Pennsylvania 6 100.0% 1,677
Charlotte 10 100.0% 1,006
Chicago 16 100.0% 3,630
Cincinnati 38 100.0% 5,237
Columbus 14 100.0% 4,072
Dallas®) 54 100.0% 6,810
Denver 1 100.0% 160
Houston 34 100.0% 2,453
Indianapolis 8 100.0% 3,327
Kansas City 1 100.0% 180
Louisville 2 100.0% 521
Memphis 10 100.0% 4,333
Miami 6 100.0% 727
Minneapolis 3 100.0% 356
Nashville 5 100.0% 2,712
New Jersey 10 100.0% 1,189
Northern California 30 100.0% 2,762
Orlando 12 100.0% 1,226
Phoenix 14 100.0% 1,632
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Occupancy
Percentage(®

94.4%
88.7%
100.0%
69.2%
91.1%
88.7%
94.3%
89.9%
100.0%
86.7%
95.5%
100.0%
100.0%
94.1%
92.4%
100.0%
92.9%
92.8%
98.0%
96.4%

Annualized

Base

Percentage Rent

Annualized  of Total Number per

Base Annualized of Square  Historical
Rent® Base Rent Leases Foot®  Costs®
(in thousands) (in thousands)

$ 21,828 10.7% 120 $ 3.51 $ 306,012
6,583 3.2% 29 5.13 92,348
6,647 3.3% 7 3.96 92,546
2,593 1.3% 18 3.72 47,486
11,713 5.7% 25 3.54 187,052
16,171 7.9% 88 3.48 221,080
12,250 6.0% 26 3.19 166,470
23,524 11.5% 144 3.84 334,498
909 0.4% 7 5.67 9,679
10,647 52% 87 5.01 136,409
9,201 4.5% 18 2.90 109,540
728 0.4% 1 4.04 9,045
1,706 0.8% 3 3.27 18,350
12,350 6.0% 14 3.03 160,451
5,187 2.5% 19 7.72 65,940
1,743 0.9% 7 4.89 25,832
7,840 3.8% 7 3.11 99,005
6,207 3.0% 27 5.62 88,997
14,615 7.2% 61 5.40 232,701
5,320 2.6% 36 4.50 78,972
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