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Certain statements contained in this Form 10-K may constitute forward-looking statements within the meaning of the
federal securities laws. In addition, Piedmont Office Realty Trust, Inc. ("Piedmont"), or its executive officers on
Piedmont’s behalf, may from time to time make forward-looking statements in reports and other documents Piedmont
files with the Securities and Exchange Commission or in connection with other written or oral statements made to the
press, potential investors, or others. Statements regarding future events and developments and Piedmont’s future
performance, as well as management’s expectations, beliefs, plans, estimates, or projections relating to the future, are
forward-looking statements within the meaning of these laws. Forward-looking statements include statements
preceded by, followed by, or that include the words “may,” “will,” “expect,” “intend,” “anticipate,” “estimate,” “believe,” “cor
or other similar words. Examples of such statements in this report include descriptions of our real estate, financing,
and operating objectives; discussions regarding future dividends; and discussions regarding the potential impact of
economic conditions on our portfolio.

2 ¢

These statements are based on beliefs and assumptions of Piedmont’s management, which in turn are based on
information available at the time the statements are made. Important assumptions relating to the forward-looking
statements include, among others, assumptions regarding the demand for office space in the sectors in which
Piedmont operates, competitive conditions, and general economic conditions. These assumptions could prove
inaccurate. The forward-looking statements also involve risks and uncertainties, which could cause actual results to
differ materially from those contained in any forward-looking statement. Many of these factors are beyond Piedmont’s
ability to control or predict. Such factors include, but are not limited to, the following:

Economic, regulatory, and/or socio-economic changes (including accounting standards) that impact the real estate
market generally, or that could affect patterns of use of commercial office space, may cause our operating results to
suffer and decrease the value of our real estate properties;
The impact of competition on our efforts to renew existing leases or re-let space on terms similar to existing leases;
Changes in the economies and other conditions of the office market in general and of the specific markets in which we
operate, particularly in Chicago, Washington, D.C., and the New York metropolitan area, where we have high
concentrations of office properties;
{ ease terminations or lease defaults, particularly by one of our large lead tenants;
Adverse market and economic conditions may negatively affect us and could cause us to recognize impairment
charges on both our long-lived assets or goodwill or otherwise impact our performance;
The success of our real estate strategies and investment objectives, including our ability to identify and consummate
suitable acquisitions;
The illiquidity of real estate investments could significantly impede our ability to respond to adverse changes in the
performance of our properties;
Acquisitions of properties may have unknown risks and other liabilities at the time of acquisition;
Development and construction delays and resultant increased costs and risks may negatively impact our operating
results;
Our real estate development strategies may not be successful;
Future terrorist attacks in the major metropolitan areas in which we own properties could significantly impact the
demand for, and value of, our properties;
Costs of complying with governmental laws and regulations;
Additional risks and costs associated with directly managing properties occupied by government tenants;
Future offerings of debt or equity securities may adversely affect the market price of our common stock;
€Changes in market interest rates may have an effect on the value of our common stock;
Uncertainties associated with environmental and other regulatory matters;
Potential changes in political environment and reduction in federal and/or state funding of our governmental tenants;
We may be subject to litigation, which could have a material adverse effect on our financial condition;
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Changes in tax laws impacting REITs and real estate in general, as well as Piedmont’s ability to continue to qualify as

a REIT under the Internal Revenue Code (the “Code”); and
Other factors, including the risk factors discussed under Item 1A. of this Annual Report on Form 10-K.

Management believes these forward-looking statements are reasonable; however, undue reliance should not be placed
on any forward-looking statements, which are based on current expectations. Further, forward-looking statements
speak only as of the date they are made, and management undertakes no obligation to update publicly any of them in
light of new information or future events.
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PART 1
ITEM 1. BUSINESS
General

Piedmont Office Realty Trust, Inc. (“Piedmont”) (NYSE: PDM) is a Maryland corporation that operates in a manner so
as to qualify as a real estate investment trust (“REIT”) for federal income tax purposes and engages in the acquisition,
development, management, and ownership of commercial real estate properties throughout the United States,
including properties that are under construction, are newly constructed, or have operating histories. Piedmont was
incorporated in 1997, commenced operations in 1998, and listed its common stock on the New York Stock Exchange
("NYSE") in 2010. Piedmont conducts business primarily through Piedmont Operating Partnership, L.P. (“Piedmont
OP”), a Delaware limited partnership, as well as performing the management of its buildings through two
wholly-owned subsidiaries, Piedmont Government Services, LLC and Piedmont Office Management, LL.C. Piedmont
owns 99.9% of, and is the sole general partner of, Piedmont OP and as such, possesses full legal control and authority
over the operations of Piedmont OP. The remaining 0.1% ownership interest of Piedmont OP is held indirectly by
Piedmont through its wholly-owned subsidiary, Piedmont Office Holdings, Inc. ("POH"), the sole limited partner of
Piedmont OP. Piedmont OP owns properties directly, through wholly-owned subsidiaries and through both
consolidated and unconsolidated joint ventures. References to Piedmont herein shall include Piedmont and all of its
subsidiaries, including Piedmont OP and its subsidiaries and joint ventures.

Operating Objectives and Strategy

Based on our December 31, 2014 equity market capitalization of $2.9 billion, Piedmont is among the largest office
REITs in the United States based on comparison to the constituents of the Bloomberg U.S. Office REIT Index.

Our portfolio of primarily Class A commercial office buildings was 87.7% and 87.2% leased as of December 31, 2014
and 2013, respectively. Our average lease size is approximately 29,000 square feet with our tenant base being
comprised of primarily investment grade or nationally recognized corporations or governmental agencies. As of
December 31, 2014, we owned and operated 74 office properties, one redevelopment asset, and one office building
through an unconsolidated joint venture. Approximately 90% of our Annualized Lease Revenue is generated from
select office sub-markets in the following cities: Atlanta, Boston, Chicago, Dallas, Houston, Los Angeles,
Minneapolis, New York, and Washington, D.C.

Due to the fact that many of our properties were originally acquired in 2002 and 2003 with typically seven to ten years
of lease term remaining at the time of acquisition, we re-leased a significant portion of our portfolio over the last
several years. As a result, no more than 10% of our lease portfolio is scheduled to expire in any given year over the
next four years. In addition, one of our operating objectives has been to sell non-strategic assets and recycle the
proceeds into assets and markets which we believe have greater potential to contribute to enterprise value over time.

Headquartered in metropolitan Atlanta, Georgia, with regional and/or local management offices in each of its major
markets, Piedmont values operational excellence and ranks first among REITs based on the number of buildings
owned and managed with Building Owners Management Association ("BOMA") 360 designations. BOMA 360 is a
program that evaluates six major areas of building operations and management and benchmarks a building's
performance against industry standards. The achievement of such a designation recognizes excellence in building
operations and management. We also have focused on environmental sustainability initiatives at our properties, and
approximately 76% of our office portfolio (based on ALR) maintains Energy Star labels (recognizing the top 25% of
commercial buildings in energy consumption efficiency) as of December 31, 2014.
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We foster long-term relationships with our high-credit quality, diverse tenant base as evidenced by our 74% tenant
retention rate over the past nine years. No tenant other than the U.S. government accounts for more than 5% of our
Annualized Lease Revenue, and 73% of our Annualized Lease Revenue is derived from investment grade or
nationally recognized companies or government agencies.

Information Regarding Disclosures Presented

Annualized Lease Revenue ("ALR") is calculated by multiplying (i) rental payments (defined as base rent plus
operating expense reimbursements, if payable by the tenant on a monthly basis under the terms of a lease that has been
executed, but excluding (a) rental abatements and (b) rental payments related to executed but not commenced leases
for space that was covered by an existing lease), by (ii) 12. In instances in which contractual rents or operating
expense reimbursements are collected on an annual, semi-annual, or quarterly basis, such amounts are multiplied by a
factor of 1, 2, or 4, respectively, to calculate the annualized figure. For leases that have been executed but not
commenced relating to un-leased space, ALR is calculated by multiplying (i) the monthly base rental payment
(excluding abatements) plus any operating expense reimbursements for the initial month of the lease term,
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by (ii) 12. Unless stated otherwise, this measure excludes our one redevelopment asset, and our one property held in
unconsolidated joint ventures.

Employees

As of December 31, 2014, we had 130 full-time employees, with 52 of our employees working in our corporate office
located in metropolitan Atlanta, Georgia. Our remaining employees work in regional and/or local management offices
located in Atlanta, Georgia; Boston, Massachusetts; Minneapolis, Minnesota; Washington, D.C.; Tampa, Florida;
Dallas, Texas; Houston, Texas; Chicago, Illinois; Detroit, Michigan; and the metropolitan areas surrounding New
York, New York and Los Angeles, California. These employees are involved in acquiring and developing properties,
as well as performing asset and property management services for our real estate properties and tenants.

Competition

We compete for tenants for our high-quality assets in major U.S. markets by fostering strong tenant relationships and
by providing quality customer service including, asset management, property management, and construction
management services. As the competition for high-credit-quality tenants is intense, we may be required to provide rent
abatements, incur charges for tenant improvements and other concessions, or we may not be able to lease vacant space
timely, all of which would adversely impact our results of operations. We compete with other buyers who are
interested in properties we elect to acquire, which may result in an increase in the amount that we pay for such
properties or may ultimately result in our inability to acquire such properties. We also compete with sellers of similar
properties when we sell properties, which may result in our receiving lower proceeds from the disposal, or which may
result in our inability to dispose of such properties due to the lack of an acceptable return.

Financial Information About Industry Segments

Our current business consists primarily of owning, managing, operating, leasing, acquiring, developing, investing in,
and disposing of office real estate assets. We internally evaluate all of our real estate assets as one operating segment,
and, accordingly, we do not report segment information.

Concentration of Credit Risk

We are dependent upon the ability of our current tenants to pay their contractual rent amounts as the rents become
due. The inability of a tenant to pay future rental amounts would have a negative impact on our results of operations.
As of December 31, 2014, no individual tenant represents 10% or more of our future revenues under non-cancelable
leases. Additionally, no individual tenant represented 10% or more of our revenues for the year ended December 31,
2014.

Other Matters

Piedmont has contracts with various governmental agencies, exclusively in the form of operating leases in buildings
we own. See Item 1A. “Risk Factors” for further discussion of the risks associated with these contracts.

Additionally, as the owner of real estate assets, we are subject to environmental risks. See Item 1A. “Risk Factors” for
further discussion of the risks associated with environmental concerns.

Web Site Address
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Access to copies of each of our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on
Form 8-K, proxy statements, and other filings with the Securities and Exchange Commission (the "SEC"), including
any amendments to such filings, may be obtained free of charge from the following Web site,
http://www.piedmontreit.com, or directly from the SEC’s Web site at http://www.sec.gov. These filings are available
promptly after we file them with, or furnish them to, the SEC.

ITEM 1A. RISK FACTORS
Risks Related to Our Business and Operations

Economic, regulatory, and/or socio-economic changes that impact the real estate market generally, or that could affect
patterns of use of commercial office space, may cause our operating results to suffer and decrease the value of our real
estate properties.

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 make distributions to our stockholders could be adversely affected. In addition, there
are significant expenditures associated with

3
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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. The following factors, among others, may
adversely affect the operating performance and long- or short-term value of our properties:

changes in the national, regional, and local economic climate, particularly in markets in which we have a
concentration of properties;
local office market conditions such as employment rates and changes in the supply of, or demand for, space in
properties similar to those that we own within a particular area;
changes in the patterns of office use due to technological advances which may make telecommuting more prevalent;
the attractiveness of our properties to potential 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;
the financial stability of our tenants, including bankruptcies, financial difficulties, or lease defaults by our tenants;
changes in operating costs and expenses, including costs for maintenance, insurance, and real estate taxes, and our
ability to control rents in light of such changes;
the need to periodically fund the costs to repair, renovate, and re-let space;
.earthquakes, tornadoes, hurricanes and other natural disasters, civil unrest, terrorist acts or acts of war, which may
result in uninsured or under insured losses;
changes in, or increased costs of compliance with, governmental regulations, including those governing usage,
zoning, the environment, and taxes; and
changes in accounting standards.

In addition, periods of economic slowdown or recession, rising interest rates, or declining demand for real estate could
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. Any of the above factors may prevent us from
generating sufficient cash flow or maintaining the value of our real estate properties.

We face considerable competition in the leasing market and may be unable to renew existing leases or re-let space on
terms similar to the existing leases, or we may expend significant capital in our efforts to re-let space, which may
adversely affect our operating results.

Every year, we compete with a number of other developers, owners, and operators of office and office-oriented,
mixed-use properties to renew leases with our existing tenants and to attract new tenants. To the extent that we are
able to renew leases that are scheduled to expire in the short-term or re-let such space to new tenants, heightened
competition resulting from adverse market conditions may require us to utilize rent concessions and tenant
improvements to a greater extent than we historically have. In addition, competition for credit worthy tenants is
intense and we may have difficulty competing with competitors who have purchased properties at discounted prices
allowing them to offer space at reduced rental rates.

If our competitors offer office accommodations 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 upon expiration of their existing leases. Even if our tenants renew
their leases or we are able to re-let the space, the terms and other costs of renewal or re-letting, including the cost of
required renovations, increased tenant improvement allowances, leasing commissions, declining rental rates, and other
potential concessions, may be less favorable than the terms of our current leases and could require significant capital
expenditures. If we are unable to renew leases or re-let space in a reasonable time, or if rental rates decline or tenant
improvement, leasing commissions, or other costs increase, our financial condition, cash flows, cash available for
distribution, value of our common stock, and ability to satisfy our debt service obligations could be adversely affected.

10
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Our rental revenues will be significantly influenced by the economies and other conditions of the office market in
general and of the specific markets in which we operate, particularly in Chicago, Washington, D.C., and the New
York metropolitan area, where we have high concentrations of office properties.

Because our portfolio consists of office properties, we are subject to risks inherent in investments in a single property
type. This concentration exposes us to the risk of economic downturns in the office sector to a greater extent than if
our portfolio also included other sectors of the real estate industry. Our properties located in Chicago, Washington,
D.C. and the New York metropolitan area account for approximately 22.8%, 15.9%, and 14.0%, respectively, of our
ALR. In addition, we currently have several large blocks of space in Washington, D. C. and downtown Chicago that
are vacant. As a result, we are particularly susceptible to adverse market conditions in these particular areas, including
the reduction in demand for office properties, industry slowdowns, governmental cut backs, relocation of businesses
and changing demographics. Adverse economic or real estate developments in the markets in

4
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which we have a concentration of properties, or in any of the other markets in which we operate, or any decrease in
demand for office space resulting from the local or national government and business climates, could adversely affect
our rental revenues and operating results.

We depend on tenants for our revenue, and accordingly, lease terminations and/or tenant defaults, particularly by one
of our significant lead tenants, could adversely affect the income produced by our properties, which may harm our
operating performance, thereby limiting our ability to make distributions to our stockholders.

The success of our investments materially depends on the financial stability of our tenants, any of whom may
experience a change in their business at any time. As a result, our tenants may delay lease commencements, decline to
extend or renew their leases upon expiration, fail to make rental payments when due, or declare bankruptcy. Any of
these actions could result in the termination of the tenants’ leases, or expiration of existing leases without renewal, and
the loss of rental income attributable to the terminated or expired leases. In the event of a tenant default or bankruptcy,
we may experience delays in enforcing our rights as a landlord and may incur substantial costs in protecting our
investment and re-letting our property. If significant leases are terminated or defaulted upon, we may be unable to
lease the property for the rent previously received or sell the property without incurring a loss. In addition, significant
expenditures, related to mortgage payments, real estate taxes, insurance, and maintenance costs, are generally fixed
and do not decrease when revenues at the related property decrease.

The occurrence of any of the situations described above, particularly if it involves one of our significant lead tenants,
could seriously harm our operating performance. As of December 31, 2014, our most substantial non-U.S.
governmental lead tenants, based on ALR, were State of New York (approximately 4.1%), US Bancorp
(approximately 3.6%), and Independence Blue Cross (approximately 3.0%). The revenues generated by the properties
lead tenants occupy are substantially dependent upon the financial condition of these tenants and, accordingly, any
event of bankruptcy, insolvency, or a general downturn in the business of any of these tenants may result in the failure
or delay of such tenant’s rental payments, which may have a substantial adverse effect on our operating performance.

Some of our leases provide tenants with the right to terminate their leases early, which could have an adverse effect on
our cash flow and results of operations.

Certain of our leases permit our tenants to terminate their leases of all or a portion of the leased premises prior to their
stated lease expiration dates under certain circumstances, such as providing notice by a certain date and, in many
cases, paying a termination fee. In certain cases, such early terminations can be effectuated by our tenants with little or
no termination fee being paid to us. As of December 31, 2014, approximately 6.6% of our ALR was comprised of
leases that provided tenants with early termination rights (including contractions and terminations of whole leases)
that could be effected during the subsequent twelve month period. Leases comprising approximately 5.6% of our ALR
would require the tenant to pay a termination fee, while 1.0% of our ALR would not require a termination fee upon
execution. To the extent that our tenants exercise early termination rights, our cash flow and earnings will be
adversely affected, and we can provide no assurances that we will be able to generate an equivalent amount of net
rental income by leasing the vacated space to new third party tenants.

We may face additional risks and costs associated with directly managing properties occupied by government tenants.

We currently own six properties in which some or all of the tenants in each property are federal government agencies.
Lease agreements with these federal government agencies contain certain provisions required by federal law, which
require, among other things, that the contractor (which is the lessor or the owner of the property) agree to comply with
certain rules and regulations, including but not limited to, rules and regulations related to anti-kickback procedures,
examination of records, audits and records, equal opportunity provisions, prohibitions against segregated facilities,
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certain executive orders, subcontractor costs or pricing data, and certain provisions intending to assist small
businesses. Through one of our wholly-owned subsidiaries, we directly manage properties with federal government
agency tenants and, therefore, we are subject to additional risks associated with compliance with all such federal rules
and regulations. There are certain additional requirements relating to the potential application of the Employment
Standards Administration’s Office of Federal Contract Compliance Programs and the related requirement to prepare
written affirmative action plans applicable to government contractors and subcontractors. Some of the factors used to
determine whether such requirements apply to a company that is affiliated with the actual government contractor (the
legal entity that is the lessor under a lease with a federal government agency) include whether such company and the
government contractor are under common ownership, have common management, and are under common control.
One of our wholly-owned subsidiaries is considered a government contractor, increasing the risk that requirements of
these equal opportunity provisions including the requirement to prepare affirmative action plans may be determined to
be applicable to the entire operations of our company.

13
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Adverse market and economic conditions may negatively affect us and could cause us to recognize impairment
charges on tangible real estate and related lease intangible assets or otherwise impact our performance.

We continually monitor events and changes in circumstances that could indicate that the carrying value of the real
estate and related lease intangible assets in which we have an ownership interest, either directly or through
investments in joint ventures, may not be recoverable. When indicators of potential impairment are present which
indicate that the carrying value of real estate and related lease intangible assets may not be recoverable, we assess the
recoverability of these assets by determining whether the carrying value will be recovered through the undiscounted
future operating cash flows expected from the use of the asset and its eventual disposition. In the event that such
expected undiscounted future cash flows do not exceed the carrying value, we adjust the real estate and related lease
intangible assets to their estimated fair value and recognize an impairment loss.

Projections of expected future cash flows require management to make assumptions to estimate future market rental
income amounts subsequent to the expiration of current lease agreements, property operating expenses, the number of
months it takes to re-lease the property, and the number of years the property is held for investment, among other
factors. The current uncertainty in the U.S. economy increases the subjectivity involved in projecting future cash
flows, discount and capitalization rates and other factors involved in these calculations. The subjectivity of
assumptions used in the future cash flow analysis, including discount rates, could result in an incorrect assessment of
the property’s estimated fair value and, therefore, could result in the misstatement of the carrying value of our real
estate and related lease intangible assets and our net income. In addition, adverse economic conditions could also
cause us to recognize additional asset impairment charges in the future, which could materially and adversely affect
our business, financial condition and results of operations.

Adverse market and economic conditions could cause us to recognize impairment charges on our goodwill, or
otherwise impact our performance.

We review the value of our goodwill on an annual basis and when events or changes in circumstances indicate that the
carrying value of goodwill may exceed the estimated fair value of such assets. Such interim events could be adverse
changes in legal matters or in the business climate, adverse action or assessment by a regulator, the loss of key
personnel, or persistent declines in our stock price below our carrying value. Volatility in the overall market could
cause the price of our common stock to fluctuate and cause the carrying value of our company to exceed the estimated
fair value. If that occurs, our goodwill potentially could be impaired. Impairment charges recognized in order to
reduce our goodwill could materially and adversely affect our financial condition and results of operations.

Our growth will partially depend upon future acquisitions of properties, and we may not be successful in identifying
and consummating suitable acquisitions that meet our investment criteria, which may impede our growth and
negatively affect our results of operations.

Our business strategy involves the acquisition of primarily high-quality office properties in selected markets. These
activities require us to identify suitable acquisition candidates or investment opportunities that meet our criteria and
are compatible with our growth strategy. We may not be successful in identifying suitable properties or other assets
that meet our acquisition criteria or in consummating acquisitions on satisfactory terms, if at all. Failure to identify or
consummate acquisitions could slow our growth.

Further, we face significant competition for attractive investment opportunities from an indeterminate number of other
real estate investors, including investors with significant capital resources such as domestic and foreign corporations
and financial institutions, publicly traded and privately held REITs, private institutional investment funds, investment
banking firms, life insurance companies and pension funds. As a result of competition, we may be unable to acquire
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additional properties as we desire, the purchase price may be significantly elevated, or we may have to accept lease-up
risk for a property with lower occupancy which could adversely affect our financial condition, results of operations,
cash flows and the ability to pay dividends on, and the market price of our common stock.

The illiquidity of real estate investments could significantly impede our ability to respond to adverse changes in the
performance of our properties.

Because real estate investments are relatively illiquid and large-scale office properties such as many of those in our
portfolio are particularly illiquid, our ability to sell promptly one or more properties in our portfolio in response to
changing economic, financial, and investment conditions is limited. The real estate market is affected by many forces,
such as general economic conditions, availability of financing, interest rates, and other factors, including supply and
demand, that are beyond our control. We cannot predict whether we will be able to sell any property for the price or
on the terms set by us or whether any price or other terms offered by a prospective purchaser would be acceptable to
us. We also cannot predict the length of time needed to find a willing purchaser and to close the sale of a property. We
may be required to expend funds to correct defects or to make improvements

6
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before a property can be sold. We cannot provide any assurances that we will have funds available to correct such
defects or to make such improvements. Our inability to dispose of assets at opportune times or on favorable terms
could adversely affect our cash flows and results of operations, thereby limiting our ability to make distributions to
stockholders.

Future acquisitions of properties may not yield anticipated returns, may result in disruptions to our business, and may
strain management resources.

We intend to continue acquiring high-quality office properties, subject to the availability of attractive properties, to
our ability to arrange financing, and to consummate acquisitions on satisfactory terms. In deciding whether to acquire
a particular property, we make certain assumptions regarding the expected future performance of that property.
However, newly acquired properties may fail to perform as expected. Costs necessary to bring acquired properties up
to standards established for their intended market position may exceed our expectations, which may result in the
properties’ failure to achieve projected returns.

In particular, to the extent that we engage in acquisition activities, they will pose the following risks for our ongoing
operations:

we may acquire properties or other real estate-related investments that are not initially accretive to our results upon
acquisition or accept lower cash flows in anticipation of longer term appreciation, and we may not successfully
manage and lease those properties to meet our expectations;

we may not achieve expected cost savings and operating efficiencies;

we may be unable to quickly and efficiently integrate new acquisitions, particularly acquisitions of portfolios of
properties, into our existing operations;

management attention may be diverted to the integration of acquired properties, which in some cases may turn out to
be less compatible with our operating strategy than originally anticipated;

we may not be able to support the acquired property through one of our existing property management offices and
may not successfully open new satellite offices to serve additional markets;

the acquired properties may not perform as well as we anticipate due to various factors, including changes in
macro-economic conditions and the demand for office space; and

we may acquire properties without any recourse, or with only limited recourse, for liabilities, whether known or
unknown, such as clean-up of environmental contamination, unknown/undisclosed latent structural issues or
maintenance problems, claims by tenants, vendors or other persons against the former owners of the properties, and
claims for indemnification by general partners, directors, officers, and others indemnified by the former owners of the
properties.

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

We may acquire properties located in markets in which we do not have an established presence. 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. As a result, the operating performance
of properties acquired in new markets may be less than we anticipate, and we may have difficulty integrating such
properties into our existing portfolio. In addition, the time and resources that may be required to obtain market
knowledge and/or integrate such properties into our existing portfolio could divert our management’s attention from
our existing business or other attractive opportunities in our concentration markets.

We may invest in mezzanine debt, which is subject to increased risk of loss relative to senior mortgage loans.
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We may invest in mezzanine debt. These investments, which are subordinate to the mortgage loans secured by the real
property underlying the loan, are generally secured by pledges of the equity interests of the entities owning the
underlying real estate. As a result, these investments involve greater risk of loss than investments in senior mortgage
loans that are secured by real property since they are subordinate to the mortgage loan secured by the building and
may be subordinate to the interests of other mezzanine lenders. Therefore, if the property owner defaults on its debt
service obligations payable to us or on debt senior to us, or declares bankruptcy, such mezzanine loans will be
satisfied only after the senior debt and the other senior mezzanine loans are paid in full, resulting in the possibility that
we may be unable to recover some or all of our investment. In addition, the value of the assets securing or supporting
our mezzanine debt investments could deteriorate over time due to factors beyond our control, including acts or
omissions by owners, changes in business, economic or market conditions, or foreclosure, any of which could result in
the recognition of impairment losses. In addition, there may be significant delays and costs associated with the process
of foreclosing on the collateral securing or supporting such investments.

Our operating results may suffer because of potential development and construction delays and resultant increased
costs and risks.

We are currently engaged in development and re-development projects where we may be subject to uncertainties
associated with re-zoning, environmental concerns of governmental entities and/or community groups, and our

builders’ ability to build in

7
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conformity with plans, specifications, budgeted costs and timetables. A builder’s performance may also be affected or
delayed by conditions beyond the builder’s control. Delays in completing construction could also give tenants the right
to terminate preconstruction leases. We may incur additional risks when we make periodic progress payments or other
advances to builders before they complete construction. Further, we may incur unanticipated additional costs related

to disputes with existing tenants during redevelopment projects. These and other factors can 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. Projects with long lead times may increase leasing risk due to changes in market conditions. We
also must rely on rental income and expense projections and estimates of the fair market value of property upon
completion of construction when agreeing upon a purchase price at the time we acquire the property. If our projections
are inaccurate, we may pay too much for a property, and our return on our investment could suffer.

Our real estate development strategies may not be successful.

We are currently engaged in development and redevelopment activities and may continue to engage in additional
development related activities to the extent attractive projects become available. When we engage in development
activities, we are subject to risks associated with those 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:

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

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;

we may not be able to obtain land on which to develop;

we may not be able to obtain financing for development projects, or obtain financing on favorable terms;

construction costs of a project may exceed the original estimates or construction may not be concluded on schedule,
making the project less profitable than originally estimated or not profitable at all (including the possibility of errors
or omissions in the project's design, contract default, contractor or subcontactor default, performance bond surety
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);

tenants which pre-lease space or contract with us for a build-to-suit project may default prior to occupying the project;
upon completion of construction, we may not be able to obtain, or obtain on advantageous terms, permanent financing
for activities that we financed through construction loans; and

we may not achieve sufficient occupancy levels and/or obtain sufficient rents to ensure the profitability of a
completed project.

Moreover, substantial renovation and development activities, regardless of their ultimate success, typically require a
significant amount of management’s time and attention, diverting their attention from our other operations.

Future terrorist attacks in the major metropolitan areas in which we own properties could significantly impact the
demand for, and value of, our properties.

Our portfolio maintains significant holdings in markets such as Chicago, Washington, D.C., the New York
metropolitan area, Boston, and greater Los Angeles, each of which has been, and continues to be, a high risk
geographical area for terrorism and threats of terrorism. Future terrorist attacks and other acts of terrorism or war
would severely impact the demand for, and value of, our properties. Terrorist attacks in and around any of the major
metropolitan areas in which we own properties also could directly impact the value of our properties through damage,
destruction, loss, or increased security costs, and could thereafter materially impact the availability or cost of
insurance to protect against such acts. A decrease in demand could make it difficult to renew or re-lease our properties
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at lease rates equal to or above historical rates. To the extent that any future terrorist attacks otherwise disrupt our
tenants’ businesses, it may impair our tenants’ ability to make timely payments under their existing leases with us,
which would harm our operating results.

We face risks related to the occurrence of cyber incidents, or a deficiency in our cybersecurity, which could negatively
impact our business by causing a disruption to our operations, a compromise or corruption of our confidential
information, and/or damage to our business relationships, all of which could negatively impact our financial results.

A cyber incident is considered to be any adverse event that threatens the confidentiality, integrity, or availability of
our information resources. More specifically, a cyber incident is an intentional attack or an unintentional event that
can include gaining unauthorized access to systems to disrupt operations, corrupt data, or steal confidential
information. The risk of a security breach or disruption, particularly through cyber attacks or cyber intrusion,
including by computer hackers, foreign governments and cyber terrorists, has generally increased as the number,
intensity and sophistication of attempted attacks and intrusions from around the world have increased. As our reliance
on technology has increased, so have the risks posed to our systems, both internal and those we have outsourced.
Risks that could directly result from the occurrence of a cyber incident include operational interruption, damage to

8
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our relationship with our tenants, potential errors from misstated financial reports, violations of loan covenants,
missed reporting deadlines, and private data exposure, among others. Any or all of the preceding risks could have a
material adverse effect on our results of operations, financial condition and cash flows. Although we make efforts to
maintain the security and integrity of these types of information technology networks and related systems, and we
have implemented various measures to manage the risk of a security breach or disruption, there can be no assurance
that our security efforts and measures will be effective or that attempted security breaches or disruptions would not be
successful or damaging.

Uninsured losses or losses in excess of our insurance coverage could adversely affect our financial condition and our
cash flow, and there can be no assurance as to future costs and the scope of coverage that may be available under
insurance policies.

We carry comprehensive general liability, fire, extended coverage, business interruption rental loss coverage,
environmental, and umbrella liability coverage on all of our properties and earthquake, wind, and flood coverage on
properties in areas where such coverage is warranted. We believe the policy specifications and insured limits of these
policies are adequate and appropriate given the relative risk of loss, the cost of the coverage, and industry practice.
However, we may be subject to certain types of losses, those that are generally catastrophic in nature, such as losses
due to wars, conventional terrorism, chemical, biological, nuclear and radiation (“CBNR”) acts of terrorism and, in some
cases, earthquakes, hurricanes, and flooding, either because such coverage is not available or is not available at
commercially reasonable rates. If we experience a loss that is uninsured or that exceeds policy limits, we could lose a
significant portion of the capital we have invested in the damaged property, as well as the anticipated future revenue
from the property. Inflation, changes in building codes and ordinances, environmental considerations, and other
factors also might make it impractical or undesirable to use insurance proceeds to replace a property after it has been
damaged or destroyed. In addition, if the damaged properties are subject to recourse indebtedness, we would continue
to be liable for the indebtedness, even if these properties were irreparably damaged. Furthermore, we may not be able
to obtain adequate insurance coverage at reasonable costs in the future, as the costs associated with property and
casualty renewals may be higher than anticipated.

In addition, insurance risks associated with potential terrorism acts could sharply increase the premiums we pay for
coverage against property and casualty claims. With the recent reauthorization of the Terrorism Risk Insurance Act
("TRIA") through 2020, United States insurers cannot exclude conventional (non-CBNR) terrorism losses. These
insurers must make terrorism insurance available under their property and casualty insurance policies; however, this
legislation does not regulate the pricing of such insurance. In some cases, mortgage lenders may insist that
commercial property owners purchase coverage against terrorism as a condition of providing mortgage loans. Such
insurance policies may not be available at a reasonable cost, which could inhibit our ability to finance or refinance our
properties. In such instances, we may be required to provide other financial support, either through financial
assurances or self-insurance, to cover potential losses. We may not have adequate coverage for such losses.

We have four properties located in the Los Angeles metropolitan area, an area that is especially susceptible to
earthquakes. Collectively, these properties represent approximately 5.2% of our ALR. Because these properties are
located in close proximity to one another, an earthquake in the greater Los Angeles area could materially damage,
destroy or impair the use by tenants of all of these properties. If any of our properties incurs a loss that is not fully
insured, the value of that asset will be reduced by such uninsured loss. Also, to the extent we must pay unexpectedly
large amounts for insurance, we could suffer reduced earnings that would result in lower distributions to our
stockholders.

Should one of our insurance carriers become insolvent, we would be adversely affected.
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We carry several different lines of insurance, placed with several large insurance carriers. If any one of these large
insurance carriers were to become insolvent, we would be forced to replace the existing insurance coverage with
another suitable carrier, and any outstanding claims would be at risk for collection. In such an event, we cannot be
certain that we would be able to replace the coverage at similar or otherwise favorable terms. Replacing insurance
coverage at unfavorable rates and the potential of uncollectible claims due to carrier insolvency could adversely
impact our results of operations and cash flows.

Our current and future joint venture investments could be adversely affected by a lack of sole decision-making
authority and our reliance on joint venture partners’ financial condition.

As of December 31, 2014, we owned an interest in one property representing approximately 0.1 million rentable

square feet through an unconsolidated joint venture. In the future we may enter into additional strategic joint ventures

with institutional investors to acquire, develop, improve, or dispose of properties, thereby reducing the amount of
capital required by us to make investments and diversifying our capital sources for growth. Such joint venture

investments involve risks not otherwise present in a wholly-owned property, development, or redevelopment project,

including the following:

.in these investments, we do not have exclusive control over the development, financing, leasing, management, and

other aspects of the project, which may prevent us from taking actions that are opposed by our joint venture partners;

9
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joint venture agreements often restrict the transfer of a co-venturer’s interest or may otherwise restrict our
ability to sell the interest when we desire or on advantageous terms;
we would not be in a position to exercise sole decision-making authority regarding the property or joint venture,
which could create the potential risk of creating impasses on decisions, such as acquisitions or sales;
.such co-venturer may, at any time, have economic or business interests or goals that are, or that may become,
inconsistent with our business interests or goals;
such co-venturer may be in a position to take action contrary to our instructions, requests, policies or objectives,
including our current policy with respect to maintaining our qualification as a REIT;
the possibility that our co-venturer in an investment might become bankrupt, which would mean that we and any other
remaining co-venturers would generally remain liable for the joint venture’s liabilities;
our relationships with our co-venturers are contractual in nature and may be terminated or dissolved under the terms
of the applicable joint venture 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 a premium to the market price
to continue ownership;
disputes between us and our co-venturers may result in litigation or arbitration that would increase our expenses and
prevent our officers and directors from focusing their time and efforts on our business and could result in subjecting
the properties owned by the applicable joint venture to additional risk; or
we may, in certain circumstances, be liable for the actions of our co-venturers, and the activities of a joint venture
could adversely affect our ability to qualify as a REIT, even though we do not control the joint venture.

Any of the above might subject a property to liabilities in excess of those contemplated and thus reduce the returns to
our investors.

Costs of complying with governmental laws and regulations may reduce our net income and the cash available for
distributions to our stockholders.

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. In addition, the presence of hazardous substances, or the failure to
properly remediate these substances, may hinder our ability to sell, rent, or pledge such property as collateral for
future borrowings.

Compliance with new laws or regulations or stricter interpretation of existing laws by agencies or the courts 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 cash flows and ability to
make distributions and may reduce the value of our stockholders’ investment.

As the present or former owner or operator of real property, we could become subject to liability for environmental
contamination, regardless of whether we caused such contamination.
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Under various federal, state, and local environmental laws, ordinances, and regulations, a current or former owner or
operator of real property may be liable for the cost to remove or remediate hazardous or toxic substances, wastes, or
petroleum products on, under, from, or in such property. These costs could be substantial and liability under these
laws may attach whether or not the owner or operator knew of, or was responsible for, the presence of such
contamination. Even if more than one person may have been responsible for the contamination, each liable party may
be held entirely responsible for all of the clean-up costs incurred. In addition, third parties may sue the owner or
operator of a property for damages based on personal injury, natural resources, or property damage and/or for other
costs, including investigation and clean-up costs, resulting from the environmental contamination. The presence of
contamination 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. In addition, if contamination is
discovered on our properties, environmental laws may impose restrictions on the manner in which property may be
used or businesses may be operated, and these restrictions may require substantial expenditures or prevent us from
entering into leases with prospective tenants.

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, adjacent to,

10
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or near sites upon which others, including former owners or tenants of our properties, have engaged, or may in the
future engage, in activities that have released or may have released petroleum products or other hazardous or toxic
substances.

The cost of defending against claims of liability, of remediating any contaminated property, or of paying personal
injury claims could reduce the amounts available for distribution to our stockholders.

As the owner of real property, we could become subject to liability for adverse environmental conditions in the
buildings on our property.

Some of our properties contain asbestos-containing building materials. Environmental laws 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. In addition,
environmental laws and the common law may allow third parties to seek recovery from owners or operators for
personal injury associated with exposure to asbestos.

The properties also may contain or develop harmful mold or suffer from other air quality issues. Any of these
materials or conditions could result in liability for personal injury and costs of remediating adverse conditions, which
could have an adverse effect on our cash flows and ability to make distributions to our stockholders.

As the owner of real property, we could become subject to liability for a tenant’s failure to comply with environmental
requirements regarding the handling and disposal of regulated substances and wastes or for non-compliance with
health and safety requirements, which requirements are subject to change.

Some of our tenants may handle regulated substances and wastes as part of their operations at our properties.
Environmental laws regulate the handling, use, and disposal of these materials and subject our tenants, and potentially
us, to liability resulting from non-compliance with these requirements. The properties in our portfolio also are subject
to various federal, state, and local health and safety requirements, such as state and local fire requirements. If we or
our tenants fail to comply with these various requirements, we might incur governmental fines or private damage
awards. Moreover, we do not know whether or the extent to which existing requirements or their enforcement will
change or whether future requirements will require us to make significant unanticipated expenditures that will
materially adversely impact our financial condition, results of operations, cash flows, cash available for distribution to
stockholders, the market price of our common stock, and our ability to satisfy our debt service obligations. If our
tenants become subject to liability for noncompliance, it could affect their ability to make rental payments to us.

We depend on key personnel, each of whom would be difficult to replace.

Our continued success depends to a significant degree upon the continued contributions of certain key personnel
including, but not limited to, Donald A. Miller, CFA, Robert E. Bowers, Joseph H. Pangburn, Thomas R. Prescott,
Raymond L. Owens, Carroll A. Reddic, and Robert K. Wiberg, each of whom would be difficult to replace. Our
ability to retain our management team, or to attract suitable replacements should any member of the executive
management team leave, is dependent on the competitive nature of the employment market. The loss of services of
one or more of these key members of our management team could adversely affect our results of operations and slow
our future growth. We have not obtained and do not expect to obtain “key person” life insurance on any of our key
personnel.
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We may be subject to litigation, which could have a material adverse effect on our financial condition.

From time to time, we may be subject to legal action arising in the ordinary course of our business or otherwise. Such
action could result in additional expenses which, if uninsured, could adversely impact our earnings and cash flows,
thereby impacting our ability to service debt and make quarterly distributions to our stockholders. There can be no
assurance that our insurance policies will fully cover any payments or legal costs associated with any potential legal
action. Further, the ultimate resolution of such action could impact the availability or cost of some of our insurance
coverage, which could adversely impact our results of operations and cash flows, expose us to increased risks that
would be uninsured, and/or adversely impact our ability to attract officers and directors.

If our disclosure controls or internal control over financial reporting is not effective, investors could lose confidence in
our reported financial information, which could adversely affect the perception of our business and the trading price of
our common stock.

The design and effectiveness of our disclosure controls and procedures and internal control over financial reporting
may not prevent all errors, misstatements, or misrepresentations. Although management will continue to review the
effectiveness of our disclosure
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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 the trading
price of our common stock, or otherwise materially adversely affect our business, reputation, results of operations,
financial condition, or liquidity.

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. Although we believe that our
properties are currently in material compliance with these regulatory requirements, we have not conducted an audit or
investigation of all of our properties to determine our compliance, and we cannot predict the ultimate cost of
compliance with the Americans with Disabilities Act or other legislation. If one or more of our properties is not in
compliance with the Americans with Disabilities Act or other legislation, then we would be required to incur
additional costs to achieve compliance. If we incur substantial costs to comply with the Americans with Disabilities
Act or other legislation, our financial condition, results of operations, the market price of our common stock, cash
flows, and our ability to satisfy our debt obligations and to make distributions to our stockholders could be adversely
affected.

Risks Related to Our Organization and Structure

Our organizational documents contain provisions that may have an anti-takeover effect, which may discourage third
parties from conducting a tender offer or seeking other change of control transactions that could involve a premium
price for our common stock or otherwise benefit our stockholders.

Our charter and bylaws contain provisions that may have the effect of delaying, deferring, or preventing a change in
control of our company (including an extraordinary transaction such as a merger, tender offer, or sale of all or
substantially all of our assets) that might provide a premium price for our common stock or otherwise be in the best
interest of our stockholders. These provisions include, among other things, restrictions on the ownership and transfer
of our stock, advance notice requirements for stockholder nominations for directors and other business proposals, and
our board of directors’ power to classify or reclassify unissued shares of common or preferred stock and issue
additional shares of common or preferred stock.

In order to preserve our REIT status, our charter limits the number of shares a person may own, which may discourage
a takeover that could result in a premium price for our common stock or otherwise benefit our stockholders.

Our charter, with certain exceptions, authorizes our directors to take such actions as are necessary and desirable to
preserve our qualification as a REIT for federal income tax purposes. Unless exempted by our board of directors, no
person may actually or constructively own more than 9.8% (by value or number of shares, whichever is more
restrictive) of the outstanding shares of our common stock or the outstanding shares of any class or series of our
preferred stock, which may inhibit large investors from desiring to purchase our stock. This restriction may have the
effect of delaying, deferring, or preventing a change in control, including an extraordinary transaction (such as a
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merger, tender offer, or sale of all or substantially all of our assets) that might provide 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 stock in order to
protect our status as a REIT or for any other reason deemed to be in our best interest and the interest of our
stockholders;
issue additional shares of stock 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 that we have authority to issue, without obtaining stockholder approval;
classify or reclassify any unissued shares of our common 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, which ultimately may not appreciate over time;
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change credi