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FINANCIAL HIGHLIGHTS

(in thousands, except per share amounts) 2012 201 2010
Total revenues from continuing operations $ 1,109,440 $ 1,264,679 $1,184,904
Net income (loss) attributable to common shareholders (126,145) 31,476 (14,108)
Funds from operations - diluted 269,985 28219 305,375
Core funds from operations ¢ee page 78) 282,468 303,247 285,050
PER SHARE:
Diluted net income (loss) (% 0.48) $0on ($0.07)
Core FFO - diluted 102 115 115
Dividends paid 0.68 0.68 0.68
Core FFQ payout ratio 66.7% 59.1% 59.1%
AT YEAR END:
Total assets $ 7,560,101 $ 7,004,437 $ 7,644,276
Total shareholders” equity 2,591,414 2,714,686 2,945,610

QPERAT‘NG pERFORMANCE (including consolidated and jointly controlled properties)

92.4% 85.0%

| STABILIZED
L. OCCUPANCY

FINANCIAL PERFORMANCE

$1,265

$1,185

$1,018 51,075 = fui00

TOTAL
REVENUE
FROM
CONTINUING
OPERATIONS

RENEWAL
PERCENTAGE

CAPITAL
GENERATED

25,895
24,547
21,370 24701

9E.9%

89.5% §7.2%

TOTAL
LEASING
YOLUME

ADJUSTED
FUNDS FROM
OPERATIONS
{AFFO)
PAYOUY RATIO
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TO OUR SHAREHOLDERS,

2012 marked the 40th anniversary of Duke

Realty Corporation. We begar

an industrial dev - Our first industrial
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o
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park was Park 100 on the northwe

Indianapolis which grew to be the Esrqns’

industrial park in the country. In the 1970s
and 1960s, we expanded to cities throughout
the Midwest. We also entered the suburban
irvived

development business. We s

onomic times of the early

1990s and became a puméc
company in 1993, At the time we went pul
we had a total market mm*"[za ion of ;ust
over $600 million, operated in five cities and

owned 10 million square feet of properties.
In 1999 we expanded out of the Midwest

through our merger with Weeks Corporation

Diiker:/

another publicly traded real estate investment

trust that owned properties across the Southeast
and in Texas. An indication of the lasting impact
of our business, Park 100 &

Buildings 1and 2, which

we developed back in 1972, are still in use today,
and we still own more than 7.8 million square feet

K100

—

hat is currently 93 percent leased.

We've come a long way in 40 years. Today we
have a market capitalization of over $10 billion,
own more than 145 million square feet of ,{Jl’<f)§)€§%"€\/’
and operate in 18 cities across the country. We
ailso have 74 associates who have been with
the company for more than 20 of our 40 v

ears.
We are proud of this long history of serving our

4‘,.'

customers and shareholders. (See a fimeline o

key events in Duke Realty's 40 year history at the

bottom of the pages of this annual report.)

2012 was another notable year in Duke Realty’s

history. We accomplished significant operatin

success and made additional grog

S Oon our

sset and Capital Strategies. These strategies
are incr ng the shareholder value of ou
company, and we are pleased that our share
price is reflecting this added value.

!

Qveralithe U.S. ec

nomy experienced a continued

slow e sion in 2012, As a result, our business

contir

mprove over the previous year.

ical office busines

Our bulk industrial and med

were the strongest performers during the year,
Major retail businesses continued to grow and
absorb warehouse s§

as consumer spe

=S
o]

eflected an increasing level of confidence, The
medical office business was also strong during

2012 as hospital systems adapted to the new

reality of

e+
O
()
©

office sector held steady, but proved stil

a difficult business as high unemplioyment rates

pers;swi throughout the year.

40 YEARS OF RELIABiHTY



Despite relatively slow economic growth we had
another strong operationat year. During 2012 we signed
leases for over 29 million square feet of space. This is
e 20077

iness led the way in leasing 3cti\/izy,

the most space that we have le

bulk industrial bu

We signed nearly 25 million square

leases, and our indu eased

occupancy in

fifth straight year. We are now 94.6 percent le

our industrial portfo

Our gevelopment business aiso picked up significantly

O

2012, We started new developments totaling $
Tillion during the year. This new development was 77
int
5 percent with orc;ected solid future

he aggregate and will have an initial

percent prei

stabilized "'ol )

rent growth. Once again the bulk industrial product led

the way with $303 million of new The medical

office development busin was also strong with

$194 million of new development starts all with major

healthcare systems primarily on hospital campuse

We embarked on our Asset Strategy nearly four years
ago with a goal to complete the repositioning of our

portfolio by 2013, Qur reasoning for th

o ensure that a majority of our portfolio cons
high-quality bulk industrial and medical office a

Both of these product typs

“haracteristically have

high occupancy levels, long-term tenants and solid

same property performance. This makes the properties
attractive during both periods of a rising economy and

during economic downturns.

We made more good progress on our A

during 2012, In addition to our new development stars,

we acquired more than $775 millicn of prope

during the vear ions included $514 r

of medica

The acguisi

office properties with strategic healthcare
partners, including a significant entry into Central
Florida, one of our target markets for medical office.
We also acquired $265 million of modern bulk industrial
properties located in major distribution markets around

o

the country. We expanded our di

ibution footpr

Southern California, the California Central Valley, At
and Chicago. As of the fourth quarter, we now have 54
percent, 30 percent and 13 percent of our prope

ty net
operating income from industrial, suburban office and

medical office, respectively. This compares to our 2013
goal of 60 percent, 25 percent and 15 percent,

When we initiated our Asset WE  WE

confident that the repositioning of the portfolio would

not be dilutive to justed Funds from Qperations

(Core irunds from Operations less capital exp
=

aln other non-cash items). We are ple

and ce




s been the case as Core AFFO incr

say that has
more than 5 percent from 201 to 2012.
We al

ify our investment-grac

have in place a Capital Strategy which will

ie de

soli

sound balance sheet management. During 2012 we

issued common equity with net proceeds totaling $315

million. We are also pleased to report that in early

January 2013, we completed a common equity offering
which raised $572 million of net proceeds. The common

equity proceeds were used to fund new development

expenditures, pay down our line of ¢ and redeem

higher coupon p

cretive to

has been a

of our stated
1 date of 201

We are also very proud of the great work our associates

do in their local communities. At Duke Realty we believe

it is our responsibility to make our commumniti

to five and work. We sug

places

through both financial contributions and personal
involvement. One example of this support relates to

5

Hurricane Sandy relief efforts. Immediately

the storm we allowed our Leg Comme

in Linden, New Jersey, to be used as a staging and

encampment area for relief workers from around the

helping to restore electricity and
dent
company made a $25,000 financial commitment to the

country who we

In addition, our

other utilities to affected re

American Red Cross Hurricane Sandy relief efforts.

Once again, 2012, Duke Realty's 40th year in busines
C ) Y

ther successful yvear. We made significant

gic progress and created value for our shareholders

rcent total shareholder return. |
ard

with more than a 20 pe

would like to thank all our loyal associates for their |

work and significant success during the year. I'd especially

eir efforts

like to thank our senior lea hip team for

at ensuring that we meet our strategic objectives and
developing our talented associates into business and

velog
commu also like to thank our dedicated

nity leaders.

Board of Directors for their guidance and counsel and

welcome our new Board member Melanie Sabelhaus.

Finally, I would like to thank all of you as shareholders for

vour continued support of Duke Realty Corporation.

) e

Dennis D. Oklak
Chairman and Chief Executive Officer
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axpands into
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autside of Indianapolis.
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ake solid progress on our asset repositioning

moving closer to, and in one product sector
We are pleased
nent in medical office
set in 2009
ame time, we made
ets of 60
percent for industrial assets and 25 percent for suburban offic

1t aliocation gos
1:
d@c 15 percent, meeting the goal we

reaching, our

to report that at year-end our inves

assets exc

D

ompletion by year-end 2013. At the

for ¢

headway on our investment allocation tar

signif

assets. At year-end, our investment in industrial properties
in 2009, anc
urban office properties had decre dto 29

1

had increased to 51 percent from

1 our

6 perce

investiment in sub

percent from 55 percent.

To reach our desired asset investment S, We nave

setective

mbination of acquisitions

industrial and medical office buildings, dispositions of non-

strategic urouorf es, and the development of primarily built-to-
uit or substantially pre-leased facilities. Effective execution in
each of these areas has enabled us to make discernible shifts in

w

our investment composition.

Acquisitions during vear totaled $780 million. Our largest
acquisition occurred in the second half of the vear when we
purchased a W-building portfolio totaling 1.2 mi%hom square
feet from Seavest Healthcare Properties. As a result of this
acguisition and other activity, we expanded our presence in what
~-growth healthcare markets. In addition, v
ant presence in Florida, a targeted Duke
market, and expanded our relationships with
stems and the [ Veterans
owth in our medical investments provides strong

helieve &

epartment of

~

risk-adjusted yields that are immediately accretive to our Core

de long-term rental rate growth.

AFFO and provi

our busine

led in the industrial sector
the addition of 4.9 million square feat of modern,

ehouse/distribution buildings. We added to our
existing portfolios in several key distribution markets, including
icago, Columbus, Atlanta, and Houston, and expanded into
Southern and Northern California.

Duke Realty a
s in N

Rror

and (

>lumbus, OF

Duke Realty completes its initial
nublic stock offering, generating

more than $310 million, and
becomes a publicly traded company
on the New York Stock Exchange.




=t Investment allocatio

n 2012, Qur efforts focused on reducir‘:g non-core assets in
our portfolio, particularly Midwest suburban office properties
and land holdings no longer targeted for development. We
successfully generated $153 million from our disposition
activities, with proceeds redirected toward the acquisition and
f industrial and medical office properties.

Dispositions also helped shift our as

development o

r

velopment, demand for new
among bulk warehouse users

After several years of i
copstruction rebounded,
focused on mor eefﬁmertprmmh orage and dwsmbutiomWe
also saw an uptick in medical office development as healthcare
providers shifted toward offering more services in outpatient
facilities. In 2012, Duke Realty started $5
developments, compared to a yearly average of $189 million in
new development starts between 2009 and 2011,

>20 million in new

Cur 2012 development starts primarily focused on well-
leased, built-to-suit projects that will help us reach our desired
investment mix and cash flow growth focus. Additionally,
for the first time since 2008, we began construction on
three speculative buildings to ensure that we can
anticipated demand from existing and potential customers
in the h!gf'\»qmwth markets of Houston, Indianapolis and
California. All of these buildings are being built on
. reducing our undeveloped inventory,

respond to

Southern
fand that we own

PORTFOLIO BY PRODUCT TYPE

| ‘ .
Med. Ofﬂce 4% Med Office 4%
5% / 16% .

As we executed on our investment allocation strategy, we also

tinued to pav strict attention to the gecgraphic distribution
of our asset
progress on thfs asset goal, reducing our Midwest portfolio to 43
percent from 54 percent at the end of 2009 and increasing our
investment in western U.S. asse

- We are pleased to report that in 2012 we made

s from 1 percent to 5 percent.

As we mc e to execute
assel investment and geographic strategies
to attain our targets by the end of the year. We will maintain
our disciplined approach, adding select properties through

acquisition and development, and shedding assets that no
ionger match our investment strategy.

into 2013, we plan to continu on our

at attractive yields

H4%

South West~/

5%

1995-1997

Duke Realty continues
Midwaeast expansion with
properties in Chicago,

St Louls and Minneapolis,

At the end of
Duke R
assets exceed
$2 bithon.

aalty’s

s its
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Through a combination

with Weeks Realty,

Duke Realty ex
inta the southeastern
United States, adding
properties in Atlanta
Raleigh, Orlando, Tampa,
South Florida and Dallas.

Duke Realty assets exceed $5 billion.
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In 2012, our capital strategy remained focused on reducing
leverage, Increasing our debt-service coverage ratios and
improving our credit ratings. We are satisfied with our results
in this aspect of our business, particularly in our ability to
maintain acceptable metrics and investment-grade ratings
while improving Core AFFO and providing funding
execution of our portfolio repositioning.

for the

During the year, w opportumshrai'y generated capital to fund
ent and acquisition activities, as well as lower
sur financing costs whi%e extending debt maturities. We issued
two sepamte offerings of 10-year senior unsecured notes, both
at record-low rates for our company. Our initial $300 million,
ar senior unsecured note offering carried a coupon rate of
5 percent with a yield of 4.466 percent to maturity, while our
equent $300 m:!hon. 10-year offering had a coupon rate of
3. 8/5 percent with a vield of 3.925 percent to maturity.

our asset develop

We also have:strategically used at-the-market (ATM) equity
issuances to further our capital strategy. During 2012,

issued 22.7 million shares of common stock at an average

price of $14.18 per share under this program, generating net
proceeds of $315 million.

Dispositions of non-strategic properties and land also were used
effectively to generate capital. In 2012, we generated $153 million
in proceeds from dispositions of undeveloped land and 2.8 million
sguare feet in non-core assets. We continue to prune flex warehouse,
retail and s
land no

uburban office properties from our portfolio, as well as
ot strategic for the product types we intend to develo

Another transaction we completed in 2012, as part of our
long-term strategic capital plan, was the redemption of all
Omstaﬂdmg shares of our 6.95 percent series M preferred
shares. This equity redemption will reduce our ongoing
preferred dividend payments by $11.7 million per year, while
further improving our fixed-charge coverage ratio and leverage
profile in alignment with our strategy.

Late in the vear, we accessed our $850 million line of credit
to complete the Seavest medical office portfolio acquisition,
We ended the year with a line balance of $285 million and
approximately $34 million in cash.

2000

2005

Duke Realty fine tunes
o, selling.a

5

Duke Realty’s por
100 million square feet.

Ho exceeds

>

its portfolio
140 milhon-square-foo
frex portfolio, and raises
$1 billion




In January 2013, we completed a public offering of 41.4 million
common shares, at an issue price of $14 25 which resulted in
gross proceeds of $590 million and, after underwriting fees
and estimated offering costs, net proceeds of approximately
£572
repay the outstanding borros

million. A portion of the net proceeds were used to

ing on our line of credit, and the

ceeds primarily will be used to redeem all of our

percent series O preferred

Our ability to generate capital efficiently is a direct resuit of our

ment activities and the relationships

ongoeing ¢
we've built with rating agenc

. high-caliber fixed-income

astegies and the steps we've taken to

low jently

from

and 1 our long-held investme
both Moody's and Sta

it-grade ratings

dard and Poor's.

The progress we've made in our asset repositioning, operating and
pital plans have contributed to the growth of our Core Af

the prior vear. For the 12 months ending December 31, 2012, our
Core AFFO per share has grown 5.1 percent over the comparable
period in 2011, which is in ine with the results we anticipated when
repositioning three year

nnounced our ¢

10,

Consistent with our prudent approach to capital generation,

ve continual

y monitored the markets, acting when rates were
favorable and equity markets were constructive to further
ce our cost of capital and remain most competitive in the

best interest of our shareholders.

We | cellent position for future growth,
Although we have made substantial progress, our 2013 plans

inoan e

call for continuing to manage the components of our capital
structure, moving closer to our 50 percent goal for debt plus
s for
s ratio and debt plus preferred to EBITDA.
We also are focused on further improving our investment-
grade ratings from our credit rating agencies and completing

ef

ching our targ

the reallocation of our investment portfolio.

2005

Duke Realty
moves westward

adding i

in Houstorn and

Phoenix.

D.C., adding
31 million
square feat of
properties,




To further its strategy {o grow
its medical office portfolip,
Duke Reslty acquires
Indianapolis-based Bremner
Haalthcare, a healthcare real
estate develop




Improving cash flow and maximizing return on assets through
strong portfolio occupancy, strategic new development and net
operatmq income (’NOI) ::Jrowﬂ‘\ continued to be at the core of our

pfof@smmam Wi wod dn'gonm in the
sar, generating strong lease volume and a sf.@ady
t
and provide our company a solid rate of return.

e
construction projects structured to meet our ¢

%}

in 2012, the Duke Rea

square feet of total leasing volume in cur

team compl leted mor

ointly owned properties, with 13 million square feet coming
from new leases and 16 million square feet stemming from

renewals. Leasing activity was particularly strong in our

industriat portfolio where 83 perc of new le

percent of renewals were in this product type. We a

 with new and exi

501
and | office portfelios. The ¢ Jai;t\/ of our oroducts
and our best-in-class operations team were strong factors in

all of our leasing accomplishments, particularly in our tenant

retention rate which set a company record at 83 percent

We ended 2012 with occupancy in our total in-service portfolio

at 93 percem, sur;‘;x%)ssmq our 201

occupancy rate by 2.3

percent. In-service industrial property occupancy climbed to
94 .6 percent at l')eci@rm')er 31,2012, up from 81.9 percent at the

end of 2011. Occ
91.3 percent and suburban office portf

percent, both increases from our 201 ve

upancy in our medical office properties was

‘olio occupancy was 86.3
ar-end occupancy

rates of 90.1 percent and 85.4 percent, respectively.

able to act

wcome due to the lease u

ew 2.5 percent,

Ser
S

property net op

the previous 12 months, wh
ncome in our med
We are please

eve INcreases in sa

~or the 12 months ended December 31

compared to
in 201% In our indu
ating income grew 3

same property net operating

1@ property net

» of assets and maodest

net operating income for our same

2 Z pe
strial portfolio, same

3.1 percent compared 1o

al office properties grew by 10.7 percent.
d with our consistent NOI growth especially in

light of the parformance of our peers in these product types.

2007

During 2007,

$1.2 billion in new
developments and
asselts ex
llon.

total
$7.6 bil

2008

Duke Realty is
awarded the
cantract to
develop a new, 1.
million-square-
foot Department
of Defense office
campus in its
Mark Center
development in

20

Alexandr



since 2007 We
2 million square

Development st

began X) new projects for our portfolio totaling
feet, up from 1.2 million square feet in 201
pipeline are 73 percent pre-leased in the :
build-to-suit industrial bulldings, expansions of existing buildings

- The projects in our
ggregate and include

al

affiliated with
respected healthcare systems. For the first time since 2008, we
also bhegan development of three speculative properties. All of
these buildings—two industrial facilities and one office property—
are being built on land from our inventory and in markets where

demand is outpacing availability. We also were selected for

edical office facilities either on-campus or

several third-party construction proj

cts this year. raising our total
construction and development starts for 2012 to $589 million.

As a resutt of our new development, ac
@fforts;, Duke Real 1\/’5 ;)ortfo 0isone

yuality in the industry based on benchmar}
veers‘ pertfolios. The average age of our medical properties
s le our industrial properties’ average age
is 11 years and our suburban office is 14 years. Qur premier
portfolio has enabled us to sign long-term leases with many
top-performing companies and provides us with a solid base to
drive ongoing performance.

even years, wi

2008

Property portfolio
exceeds 125 million
square feet.

2010

outh Florida,
ised primarily of
incdustrial properties.
Aith this acquisition,
Duke Realty has a
dominant position in
bulk distribution facilities
and Palm
Beach counties.

in Broward




forward, we bel

e we are well-positioned

work

to sustain solid operating performance. We wi
to continue our s
in-service portfolio, to pursue primarily pre-leased
build-to

and selectively embark on specula

™

Duke Realty-owned land that meet ou

NG g momentum in our

suit development projects with solid returns,

buildings on

criteria. Our goal remains to deliver higher

rations

1 furn, will provid
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Duke Realty celel
40 years in bus
ends the vear with $7.6 biltion
in assets. Through strategic

part of its s

2585 ana

N .
e WS Inve

in office properties,

primarity in Midw
acquisitions and development
cts, Duke Realty makes

markets, Duke R
N sguare . |

space ana

sells 10,2 mi
feet of offic
ises $1.03 billion,

e

proper
Southern
medical office properties
in Florida.
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STRENGTH IN OUR VALUES

For 40 years; we have remained true to our core values flowers at senior living facilities and making the holidays
of respectful, responsible, and resourceful in our efforts a time of joy for children across the globe.

to be a reliable provider of commercial real estate, as

In addition to contributing their time, Duke Realty
well as a solid corporate citizen. : ,

associates donated monetarily. In 2012, associates’

Included in Duke Realty's mission Is our pledge to cersonal contributions, supplemented by Duke Realty’s
support initialives that improve the communities Matching Gifts and Dollars for Doers—matching

donations of time and money—

where we live and work and employ ;,rac‘tices that are programs for a
respectful of the environment. We take these pr'omises totaled more than $67,900. As a company, we sug

SG”OUS%\/. tak‘lﬂx res 'L),Ybibmi‘.jy‘ {Or our acti ’)ﬂ id Lh Jﬂ 'qd ’\/(3} Wi JU assce \,.Jtéc rA@d( g more H’\(J
b
¢ E),/ O(\’ TO U“‘ w(}{ a !Qﬂ il 20 2

impactthey have on others and our world. b3

In 2012, Duke Realty associates continued to dedicate Other causes supported by our associates in 2012 were

significant amounts of time and money to caus

5 Habitat for Humanity, the American Heart Association,

focused on improving neighborhoods and aiding those Leukemia and Lymphoma Society and Breast Cancer
in need. More than 45 percent of our associates used Awareness. Many associates are also engageo’m Carel.ink,
the community service days offered by Duke Realty which helps connect medical mission organizations to
to ‘help on worthwhile projects, while many others healthcare providers with equipment to donate. In 2012,
supplemented that time with unpaid hours, vacation through the teamwork of associates in Indiana

days and free time. Our volunteer activities varied, Atlanta and Dallas, Carelink secured all the needed
ranging from preparing and serving meals for the hospital beds and a great deal of other medical equipment
hungry, collecting school supplies, planting bushes and for a Women's Hospital being built in Accra, Ghana.



Our associates I so strongly about vol
community and

online progr

user

riendly way to identify volun

volunteer hours and requ ing funds
this program increases, we ant

come even more involved in their

Duke Rea

eriou

ity also takes our

staying attuned to our

our earth’s resources. We continue o 100

programs that
From the
to simple practices, we can help

s and produce less

strengthen our relationships with our

operating costs in check, and

r neads,

communit

environmental responsibiliti
facilities’

nteering in the
that we launched

es an official and

track their

se of

As the

icipate that our associates

ect on

k for ways o

Is!

a

anel

chnologles

inimize the use of

enable us to

nois: Ronald M
. /-\H(imﬂ, (

omply with energy-use requirements from the federal

government and municipalities.

are employed In every new

construc

sll—whether for our clients or our

own DQ!"U‘"’ONC. instances, we have designed and
ructed L

Design) ¢

1 many
constr

Leadership in Energy and Environmental
rtified facilities—

st’artmg or delivering six

our environmentally aware

ngineering News Record

een Contractors

A

As we begin our next 40 vears, service to others and a

ent to efficient facilities will remain part of who

lieve that our attention to
it as the facilities we build

relationships with our investors,

we are at Duke Realty. We be

bt

matters is as importa

rengthening

clients and tenants.
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SELECTED FINANCIAL DATA

The following sets forth selected financial and operating
information on a historical basis for Duke Realty
Corporation for each of the years in the five-year period
ended December 31, 2012. The terms “we,” “us” and
“our” refer to Duke Realty Corporation and subsidiaries

(the “"Company”) and those entities owned or controlled
by the Company. The following information should be
read in conjunction with “Management’s Discussion and
Analysis of Financial Condition and Results of Operations”
and “Financial Statements and Supplementary Data”
included in this annual report (in thousands, except per
share amounts):

2012 201 2010 2009 2008
Results of Operations:
Revenues:
Rental and related revenue from continuing operations  $ 834,369 $ 742,883 $ 669,543 $ 625,410 $ 583,014
General contractor and service fee revenue 275,071 521,796 515,361 449,509 434,624
Total Revenues from Continuing Operations $ 1,109,440 $ 1,264,679 $ 1,184,904 $ 1,074,919 $ 1017638
Income (loss) from continuing operations $ (87,786) $ (2,807) $ 39,291 $ (233,425 $ 89,529
Net income (loss) attributable to common shareholders $  (126,145)  § 31,416 $ (1408) $ (333601 $ 50,408
Per Share Data:
Basic income (loss) per common share:
Continuing operations $ (0.53) $ (0.27) $ 0.18) $ (1.48) $ 019
Discontinued operations 0.05 0.38 on 0.19) 014
Diluted income (loss) per common share:
Continuing operations (0.53) 0.27) (0.18) (1.48) 019
Discontinued operations 0.05 0.38 on (019) 014
Dividends paid per common share $ 068 ¢ 0.68 $ 068 $ 0.76 $ 193
Weighted average common shares outstanding 267,900 252,694 238,920 201,206 146,915
Weighted average common shares and potential 267,900 259,598 238,920 201,206 154,553
dilutive securities
Balance Sheet Data (at December 31):
Total Assets $ 7,560,101 $ 7,004,437 $ 7644276 $  7304,279 $ 7.690,883
Total Debt 4,446,170 3,809,589 4,207,079 3,854,032 4,276,990
Totali Preferred Equity 625,638 793,910 904,540 1,016,625 1,016,625
Total Shareholders’ Equity 2,591,414 2,714,686 2,945,610 2,925,345 2,844,019
Total Common Shares Outstanding 279,423 252,927 252,195 224,029 148,420
Other Data:
Funds from Operations attributable $ 265,204 $ 274,616 $ 297,955 $ 142,597 $ 369,698

to common shareholders (1)

(1) In addition to net income (loss) computed in accordance with accounting principles generally accepted in the United States of America ("GAAP”), we assess and measure our overall operating results based upon
Funds From Operations (“FFQ"), which is an industry performance measure that management believes is a useful indicator of consolidated operating performance. FFQ is used by industry analysts and investors as
a d measure of an equity real estate investment trust (“REIT") like Duke Realty Corporation. The National Association of Real Estate Investment Trusts (“NAREIT”) created FFO

as a non-GAAP supplemental measure of REIT operating performance. FFO, as defined by NAREIT, represents GAAP net income (loss), excluding extraordinary items as defined under GAAP, gains or losses from
sales of previously depreciated real estate assets, impairment charges related to depreciable real estate assets, plus certain non-cash items such as real estate asset depreciation and amortization, and after similar

ji for v i par ips and joint ventures. The most comparable GAAP measure is net income (loss) attributable to common s. FFO attril to common should
not be considered as a substitute for net income (loss) attributable to common 'S OF any other derived in accordance with GAAP and may not be comparable to other similarly titied measures
of other companies. FFO is calculated in accordance with the definition that was adopted by the Board of Governors of NAREIT.

Historical cost accounting for real estate assets in accordance with GAAP implicitly assumes that the value of real estate assets diminishes predictably over time. Since real estate values instead have historically risen
or fallen with market conditions, many industry analysts and investors have considered presentation of operating results for real estate companies that use historical cost accounting to be insufficient by themseives.
Management believes that the use of FFO attributable to common shareholders, combined with net income (which remains the primary measure of per e), impi the ing of ing results of
REITs among the investing public and makes comparisons of REIT ing results more i believes that the use of FFO as a performance measure enables investors and analysts to readily
identify the operating results of the long-term assets that form the core of a REIT's activity and assist them in comparing these operating results between periods or between different companies.

See reconciliation of FFO to GAAP net income (loss) attributable to common shareholders under the caption “Year in Review” under “Management’s Discussion and Analysis of Financial Condition and Results
of Operations.”
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CAUTIONARY NOTICE REGARDING
FORWARD-LOOKING STATEMENTS

Certain statements contained in or incorporated
by reference into this report, including, without
limitation, those related to our future operations,
constitute “forward-looking statements” within the
meaning of Section 27A of the Securities Act of
1933, as amended, and Section 21E of the Securities
Exchange Act of 1934, as amended. The words

expect,” “anticipate,

”

“believe,” “estimate, intend,”
“plan,” “seek,” “
statements regarding future periods are intended to

identify forward-looking statements.

EI T

may” and similar expressions or

These forward-looking statements involve known
and unknown risks, uncertainties and other
important factors that could cause our actual
results, performance or achievements, or industry
results, to differ materially from any predictions
of future results, performance or achievements
that we express or imply in this report or in the
information incorporated by reference into this
report. Some of the risks, uncertainties and other
important factors that may affect future results
include, among others:

» Changes in general economic and business
conditions, including the financial condition of
our tenants and the value of our real estate assets;

» Our continued qualification as a real estate
investment trust (“REIT”) for U.S. federal income
tax purposes;

+ Heightened competition for tenants and potential
decreases in property occupancy;

+ Potential changes in the financial markets and
interest rates;

« Volatility in our stock price and trading volume;

» Our continuing ability to raise funds on favorable
terms;

» Our ability to successfully identify, acquire,
develop and/or manage properties on terms that
are favorable to us;
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» Potential increases in real estate construction
costs;

+ Qur ability to successfully dispose of properties on
terms that are favorable to us, including, without
limitation, through one or more transactions
that are consistent with our previously disclosed
strategic plans;

» Our ability to retain our current credit ratings;

* Inherent risks in the real estate business,
including, but not limited to, tenant defaults,
potential liability relating to environmental
matters and liquidity of real estate investments;
and

e Other risks and uncertainties described
herein, as well as those risks and uncertainties
discussed from time to time in our other
reports and other public filings with the
Securities and Exchange Commission (“SEC”).

Although we presently believe that the plans,
expectations and results expressed in or suggested
by the forward-looking statements are reasonable,
all forward-looking statements are inherently
subjective, uncertain and subject to change, as they
involve substantial risks and uncertainties beyond
our control. New factors emerge from time to time,
and it is not possible for us to predict the nature, or
assess the potential impact, of each new factor on
our business. Given these uncertainties, we caution
you not to place undue reliance on these forward-
looking statements. We undertake no obligation
to update or revise any of our forward-looking
statements for events or circumstances that arise
after the statement is made, except as otherwise
may be required by law.

This list of risks and uncertainties, however, is only
a summary of some of the most important factors
and is not intended to be exhaustive. We have on
file with the SEC an Annual Report on Form 10-K
dated February 22, 2013 with additional risk factor
information.



MANAGEMENT’S DISCUSSION
AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF
OPERATIONS

BUSINESS OVERVIEW

We are a self-administered and self-managed REIT
that began operations in 1986. In 1993, in connection
with a secondary offering of our common shares we
contributed all of our properties and related assets and
liabilities to Duke Realty Limited Partnership (“DRLP"),
through which we have subsequently conducted
substantially all of our operations. Concurrent with
the formation of DRLP we obtained control of Duke
Associates, a full-service commercial real estate firm
operating in the Midwest whose operations began in
1972. As of December 31, 2012, we:

» Owned or jointly controlled 774 industrial, office,
medical office and other properties, of which
755 properties with approximately 141.2 million
square feet are in service and 19 properties with
more than 4.4 million square feet are under
development. The 755 in-service properties
are comprised of 629 consolidated properties
with approximately 115.6 million square feet
and 126 jointly controlled properties with more
than 25.6 million square feet. The 19 properties
under development consist of 17 consolidated
properties with approximately 3.6 million square
feet and two jointly controlled properties with
approximately 874,000 square feet.

* Owned, including through ownership interests in
unconsolidated joint ventures, more than 4,600
acres of land and controlled an additional 1,600
acres through purchase options.

A key component of our overall strategy is to
increase our investment in quality industrial
properties in both existing and select new markets,
expand our medical office portfolio nationally to
take advantage of demographic trends and reduce
our investment in suburban office properties and
other non-strategic assets.

We have four reportable operating segments at
December 31, 2012, the first three of which consist of
the ownership and rental of (i) industrial, (ii) office
and (iii) medical office real estate investments. The
operations of our industrial, office and medical
office properties, along with our retail properties, are
collectively referred to as “Rental Operations.” Our retail
properties, as well as any other properties not included
in our reportable segments, do not by themselves meet
the quantitative thresholds for separate presentation
as a reportable segment. The fourth reportable
segment consists of various real estate services
such as property management, asset management,
maintenance, leasing, development, general contractor
and construction management to third-party property
owners and joint ventures, and is collectively referred
to as “Service Operations.” Our reportable segments
offer different products or services and are managed
separately because each segment requires different
operating strategies and management expertise. Our
Service Operations segment also includes our taxable
REIT subsidiary, a legal entity through which certain of
the segment’s operations are conducted.

During 2012, one of the guantitative thresholds was
triggered, which required our medical office property
operating segment to be presented as a separate
reportable segment. As such, our medical office
properties are presented as a separate reportable
segment for the year ended December 31, 2012, as
well as for the comparative prior periods.

Operational Strategy

Our operational focus is to drive profitability by
maximizing cash from operations as well as FFO
through (i) maintaining and increasing property
occupancy and rental rates by effectively managing
our portfolio of existing properties; (ii) selectively
developing new build-to-suit, substantially pre-leased
and, in limited circumstances, speculative development
projects; (iii) leveraging our construction expertise to act
as a general contractor or construction manager on a fee
basis; and (iv) providing a full line of real estate services
to our tenants and to third parties.
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Asset Strategy

Our asset strategy is to reposition our investment
concentration among product types and further
diversify our geographic presence. Our strategic
objectives include (i) increasing our investment in
quality industrial properties in both existing markets and
select new markets; (ii) expanding our medical office
portfolio nationally to take advantage of demographic
trends; (iii) increasing our asset investment in markets
we believe provide the best potential for future rental
growth; and (iv) reducing our investment in suburban
office properties located primarily in the Midwest as well
as reducing our investment in other non-strategic assets.
We are executing our asset strategy through a disciplined
approach by identifying acquisition and development
opportunities, while continually evaluating our portfolio
for disposition by regularly identifying assets that no
longer meet our long-term objectives.

Capital Strategy

Our capital strategy is to maintain a strong balance
sheet by actively managing the components of our
capital structure, in coordination with the execution
of our overall operational and asset strategies. We
are focused on maintaining investment grade ratings
from our credit rating agencies with the ultimate goal
of further improving the key metrics that formulate
our credit ratings.

In support of our capital strategy, we employ an asset
disposition program to sell non-strategic real estate
assets, which generates proceeds that can be recycled
into new property investments that better fit our growth
objectives or can be used to reduce leverage and
otherwise manage our capital structure.

We continue to focus on improving our balance sheet
by maintaining a balanced and flexible capital structure
which includes: (i) extending and sequencing the
maturity dates of our outstanding debt obligations;
(i) borrowing primarily at fixed rates by targeting a
variable rate component of total debt less than 20%;
and (jii) issuing common equity as needed to maintain
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appropriate leverage parameters or support significant
strategic acquisitions. With our successes to date and
continued focus on maintaining a strong balance sheet,
we believe we are well-positioned for future growth.

YEAR IN REVIEW

There was modest overall economic improvement
in certain key macroeconomic metrics, such as the
national unemployment rate and the annual growth in
the gross domestic product; however, the uncertainty
around the November 2012 election, unresolved debt
ceiling and fiscal cliff discussions, as well as persistent
economic issues in Europe continued to weigh heavily
on the willingness and ability of businesses to make
long-term capital commitments during 2012. Those
macro-economic factors produced challenges for our
industry and specifically our business but, nonetheless,
we improved several of our key operating metrics such
as our in-service occupancy, our total leasing activity
and our tenant retention rate.

Net loss attributable to the common shareholders for
the year ended December 31, 2012, was $126.1 million,
or $0.48 per share (diluted), compared to net income
of $31.4 million, or $0.11 per share (diluted) for the
year ended December 31, 2011. The net loss position
in 2012, when compared to the net income generated
in 201, was primarily the result of a 79-building
suburban office portfolio sale (the “Blackstone Office
Disposition”) in late 2011. In addition to the significantly
higher gains on sale in 2011, the Blackstone Office
Disposition resulted in lower operating results during
2012, as we had a significantly lower base of income-
generating assets through the first half of 2012 until
the proceeds from the Blackstone Office Disposition
were fully re-invested in late 2012 according to plan.

FFO attributable to common shareholders totaled
$265.2 million for the year ended December 31, 2012,
compared to $274.6 million for 2011. The reduction
in FFO from 2011 to 2012 was primarily due to the
proceeds from the Blackstone Office Disposition not
being fully deployed into income-generating assets
until the second half of 2012.



In addition to net income (loss) computed in
accordance with GAAP, we assess and measure our
overall operating results based upon FFO, which is
an industry performance measure that management
believes is a useful indicator of consolidated operating
performance. FFO is used by industry analysts and
investors as a supplemental operating performance
measure of a REIT. NAREIT created FFO as a non-GAAP
supplemental measure of REIT operating performance.
FFO, as defined by NAREIT, represents GAAP net
income (loss), excluding extraordinary items as defined
under GAAP, gains or losses from sales of previously
depreciated real estate assets, impairment charges
related to depreciable real estate assets, plus certain
non-cash items such as real estate asset depreciation
and amortization, and after similar adjustments for
unconsolidated partnerships and joint ventures. The
most comparable GAAP measure is net income (loss)
attributable to common shareholders. FFO attributable
to common shareholders should not be considered
as a substitute for net income (loss) attributable to
common shareholders or any other measures derived in
accordance with GAAP and may not be comparable to
other similarly titled measures of other companies. FFO
is calculated in accordance with the definition that was
adopted by the Board of Governors of NAREIT.

Historical cost accounting for real estate assets in
accordance with GAAP implicitly assumes that the
value of real estate assets diminishes predictably over
time. Since real estate values instead have historically
risen or fallen with market conditions, many industry
analysts and investors have considered presentation
of operating results for real estate companies that
use historical cost accounting to be insufficient by
themselves. Management believes that the use of
FFO attributable to common shareholders, combined
with net income (which remains the primary measure
of performance), improves the understanding of
operating results of REITs among the investing public
and makes comparisons of REIT operating results
more meaningful. Management believes that the use of
FFO as a performance measure enables investors and
analysts to readily identify the operating results of the
long-term assets that form the core of a REIT’s activity
and assist them in comparing these operating results
between periods or between different companies.

The following table shows a reconciliation of net
income (loss) attributable to common shareholders
to the calculation of FFO attributable to common
shareholders for the years ended December 31, 2012,
201 and 2010, respectively (in thousands):

Net income (loss) attributable to common shareholders

Adjustments:
Depreciation and amortization

Company share of joint venture depreciation and amortization

Earnings from depreciable property sales—wholly owned

Earnings from depreciable property sales—share of joint venture

Noncontrolling interest share of adjustments

Funds From Operations attributable to common shareholders

We continued to make significant progress during 2012
in executing our stated asset strategy of increasing our
investment in industrial and medical office properties and
reducing our investment in suburban office properties.
Additionally, we continued to improve our operational
metrics, which is an indication of continued execution of
our operational strategy. Highlights of our 2012 strategic
activities are as follows:
« During 2012, we acquired 27 medical office
properties and ten industrial properties with a total

2012 201 2010

$ (126,145) $ 31,416 $ (14,108)
379,419 385,679 360,184
34,702 33,687 34,674
(13,811) (169,431) (72,716)
(1,907) (€2)) (2,308)
(7,054) (6,644) 777)

$ 265,204 $ 274,616 $ 297,955

combined value of $779.7 million.

» We generated $138.1 million of total net cash
proceeds from the disposition of 28 wholly-
owned buildings and 210 acres of wholly-owned
undeveloped land.

* We had development starts of $485.2 million
within our consolidated properties, which were
primarily comprised of industrial and medical office
properties. These 2012 development starts were
86% pre-leased.
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* We increased our level of development investment
during 2012 as compared to the last few years. The
total estimated cost of our consolidated properties
under construction was $468.8 million at December
31, 2012, with $225.2 million of such costs incurred
through that date. The total estimated cost for
jointly controlled properties under construction
was $109.6 million at December 31, 2012, with
$55.0 million of costs incurred through that date.
The consolidated properties under construction
are 84% pre-leased, while the jointly controlled
properties under construction are 31% pre-leased.

« The occupancy level for our in-service portfolio of
consolidated properties increased from 90.8% at
December 31, 2011 to 92.7% at December 31, 2012.
The increase in occupancy was primarily driven by
leasing up vacant space, as well as our acquisition
and disposition activities.

* We continued to have strong total leasing activity
for our consolidated properties, with total leasing
activity of 24.2 million square feet in 2012 compared
to 19.7 million square feet in 2011.

+ Total leasing activity for our consolidated
properties in 2012 included 13.6 million square feet
of renewals, which represented an 83.7% retention
rate, on a square foot basis, and resulted in a 1.4%
increase in net effective rents.

We executed a number of significant transactions in
support of our capital strategy during 2012 and January
2013 in order to optimally sequence our unsecured
debt maturities, manage our overall leverage profile,
and support our acquisition and development activities
in alignment with our asset strategy. Highlights of our
key financing activities are as follows:

* |n January 2013, we completed a public offering of
414 millioncommonshares, atanissue price of $14.25
per share, resulting in gross proceeds of $590.0
million and, after underwriting fees and estimated
offering costs, net proceeds of approximately $571.9

ali of our outstanding 8.375% Series O Cumulative
Redeemable Preferred Shares (“Series O Shares”),
which are redeemable as of February 22, 2013, and
for general corporate purposes.

Throughout 2012, we issued 22.7 million shares
of common stock pursuant to our at the market
(“ATM™) equity program, generating gross
proceeds of approximately $322.2 million and,
after considering commissions and other costs,
net proceeds of approximately $315.3 million.

In October 2012, we repaid $50.0 million of medium
term notes, which had an effective interest rate of
5.45%, at their scheduled maturity date.

In September 2012, we issued $300.0 million of
unsecured notes that bear interest at 3.875%,
have an effective rate of 3.925%, and mature on
October 15, 2022.

In August 2012, we repaid $150.0 million of senior
unsecured notes, which had an effective interest
rate of 6.01%, at their scheduled maturity date.
In June 2012, we issued $300.0 million of senior
unsecured notes that bear interest at 4.375%,
have an effective rate of 4.466%, and mature on
June 15, 2022.

In March 2012, we redeemed all of the outstanding
shares of our 6.950% Series M Cumulative
Redeemable Preferred Shares (“Series M Shares™)
at a liquidation amount of $168.3 million.

We assumed nine secured loans in conjunction
with our 2012 acquisitions. These assumed loans
had a total face value of $96.1 million, a total
fair value of $100.8 million and carry a weighted
average stated interest rate of 5.56%. We used a
weighted average estimated market rate of 3.50%
in determining the fair value of these loans.
Throughout 2012, we repaid five secured loans
at their respective maturity dates totaling $102.1
million. These loans had a weighted average
stated interest rate of 6.08%.

million. The net proceeds from this offering were
used to repay all of the outstanding borrowings
under our existing revolving credit facility, which, as
the result of recent acquisitions, had an outstanding
balance of $285.0 million as of December 31, 2012,
The remaining proceeds will also be used to redeem
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KEY PERFORMANCE INDICATORS

Our operating results depend primarily upon rental
income from our Rental Operations. The following
discussion highlights the areas of Rental Operations
that we consider critical drivers of future revenues.



Occupancy Analysis: As previously discussed, our
ability to maintain high occupancy rates is a principal
driver of maintaining and increasing rental revenue from
continuing operations. The following table sets forth

Total
Square Feet

Percent of
Total Square Feet

percent leased and average net effective rent information
regarding our in-service portfolio of consolidated rental
properties as of December 31, 2012 and 2011, respectively
(in thousands, except percentage data):

Average Annual

Percent Leased* Net Effective Rent**

Type 2012 201 2012 201 2012 201 2012 201
Industrial 94,265 90,383 81.6% 81.9% 94.3% 92.2% $ 388 $ 390
Office 15,610 16,228 13.5% 14.7% 84.2% 83.5% $ 13.35 $13.25
Medical Office 4,968 2,862 4.3% 2.6% 91.0% 89.1% $ 21.67 $20.60
Other 739 823 0.6% 0.8% 88.1% 89.3% $24.24 $23.84
Total 15,582 110,296 100.0% 100.0% 92.7% 90.8% $ 591 $ 573

Represents the percentage of total square feet leased based on executed leases and without regard to whether the leases have commenced.

*  Represents average annual base rental payments per leased square foot, on a straight-line basis for the term of each lease, from space leased to tenants at the end of the most recent reporting period. This amount

1t for

excludes additional amounts paid by tenants as rei
The increase in occupancy at December 31, 2012
compared to December 31, 2011 is primarily driven
by increased leasing activity in 2012 compared
to 2011. We renewed 83.7% of our expiring
leases during 2012 compared to 67.4% during
2011.  Acquisitions of highly occupied properties
also contributed to the improvement in overall
occupancy, as we acquired properties during 2012
totaling approximately 6.7 million square feet that
had average occupancy on acquisition of 94.4%.

The increase in average annual net effective rent per
square foot is primarily the result of a shift in product
mix, as we increased our investment in Medical
Office properties, which generally earn a significantly
higher rent per square foot than office and industrial
properties, during 2012.

Total Leasing Activity

The initial leasing of development projects or vacant
space in acquired properties is referred to as first
generation lease activity. The re-leasing of space that

Square Feet of New Average Term

had been previously leased is referred to as second
generation lease activity. The total leasing activity
for our consolidated rental properties, expressed in
square feet of leases signed during the period, is as
follows for the years ended December 31, 2012 and
201, respectively (in thousands):

2012 20m

New Leasing Activity -

First Generation 5,628 3597
New Leasing Activity -

Second Generation 4.9m 6.256
Renewal Leasing Activity 13,626 9,819
Total Leasing Activity 24165 19.672

L ()

New Second Generation Leases

The following table sets forth the estimated costs of
tenant improvements and leasing commissions, on a
per square foot basis, that we are obligated to fulfill
under the new second generation leases signed for our
consolidated rental properties during the years ended
December 31, 2012 and 2011, respectively (square feet
data in thousands):

Estimated Tenant Improvement Leasing Commissions per

Second Generation Leases in Years Cost per Square Foot Square Foot
2012 20M 2012 201 2012 201 2012 20Mm
Industrial 3,900 4,512 70 53 $ 2.65 $ 2n s 155 $ 1.33
Office 972 1,728 6.7 5.9 $ 17.36 $ 1417 $ 733 § 6.50
Medical Office 39 14 6.6 5.8 $ 15.41 $ 2965 § 6.67 $ 14.39
Other - 2 - 3.0 $ - $ - s - $ 163
Total 4,911 6,256 6.9 5.4 $ 5.66 $ 550 § 273 $ 279
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The reduction in new second generation leases in
2012 was, in large part, correlated with the increase
in the lease renewal percentage for the year, as we
had less vacant space available to be re-let to new

Lease Renewals

The following table summarizes our lease renewal
activity within our consolidated rental properties for the

tenants. years ended December 31, 2012 and 2011, respectively
(square feet data in thousands):
Square Feet Percent of Estimated Tenant
of Leases Expiring Leases Average Term Growth (Decline) in Improvement Cost Leasing Commissions
Renewed Renewed in Years Net Effective Rents* per Square Foot per Square Foot
2012 201 2012 20m 2012 201 2012 20m 2012 201 2012 201
Industrial 12068 7875 85.4% 676% 5.2 39 1.0% 4N% $ 042 3078 $080 $ 0.76
Office 1,431 1,857 73.0% 66.0% 4.1 46 2.2% (1.4)% $ 335 $558 $ 3.01 $ 443
Medical Office 76  391% 80.0% 6.5 43 6.1% 9.4% $ 159 $3.32 $ 1.4 $ 146
Other n -%  86.3% - 47 -% 4.5% $ - § - $ - $ 3.06
Total 13,626 9819 83.7% 67.4% 5.1 4.0 1.4% @2.7)% $ 073 $ 17 $1.03 $ 146

*  Represents the percentage change in net effective rent between the original leases and the renewal leases. Net effective rents represent average annual base rental payments, on a straight-line basis for the term of each

lease, excluding

expense reil

We were successful in executing renewals during
2012 across all product types and markets, with our
large industrial spaces having the most impact. The
most significant individual renewal leases took place
in our Indianapolis, Cincinnati, Chicago and Columbus
industrial markets.

Lease Expirations

Our ability to maintain and improve occupancy rates, and
net effective rents, primarily depends upon our continuing
ability to re-lease expiring space. The following table reflects
our consolidated in-service portfolio lease expiration
schedule, including square footage and annualized net
effective rent for expiring leases, by property type as of
December 31, 2012 (in thousands, except percentage data):

Total Consolidated Portfolio Industrial Office Medical Office Other
Year of Square  Ann. Rent % of Square Ann. Rent Square  Ann.Rent Square  Ann. Rent Square Ann. Rent
Expiration Feet Revenue*  Revenue Feet Revenue* Feet Revenue* Feet Revenue* Feet Revenue*
2013 n812 $ 62,205 10% 10,021 $ 37,530 1,634 $22,035 141 $ 2421 16 $ 219
204 12,530 67,376 1% 10,675 41,985 1,658 21,812 190 3,37 7 208
2015 m77 60,882 9% 9,333 37,423 1,760 21,665 64 1,299 20 495
2016 13.m 67,913 1% n,251 42,267 1,600 20,387 237 4,765 23 494
2017 11,609 66,613 10% 9,821 39427 1,392 18,401 2n 5713 124 3,072
2018 10,356 68,651 1% 87 30,884 1,530 20,660 496 11,644 213 5,463
2018 8,257 50,560 8% 6,671 24,063 1154 15,629 357 8,517 75 2,351
2020 7834 48,537 8% 6,497 25,738 868 12,996 429 8,932 40 871
2021 5.652 35,581 5% 4,685 19,538 577 6,833 360 8,503 30 707
2022 5,628 30,946 5% 4,899 16,934 270 4,644 428 8,671 31 697
2023 and
Thereafter 9,227 74,776 12% 6,902 28,948 707 10,492 1,546 3420 72 1216
Total Leased 107193 $ 634,040 100% 88,872 $ 344,737  13]50 §$ 175554 4520 $ 97,956 651 $ 15,793
Total Portfolio
Square Feet 115,582 94,265 15,610 4,968 739
PercentLeased g 79¢ 943% 84.2% 91.0% 881%

Annualized rental revenue represents average annual base rental payments, on a straight-line basis for the term of each lease, from space leased to tenants at the end of the most recent reporting period. Annualized rental
revenue excludes additional amounts paid by tenants as reimbursement for operating expenses.
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Information on current market rents can be difficult
to obtain, is highly subjective, and is often not directly
comparable between properties. Because of this,
we believe the increase or decrease in net effective
rent on lease renewals, as previously defined, is the
most objective and meaningful relationship between
rents on leases expiring in the near-term and current
market rents.

Acquisition Activity

Our decision process in determining whether or not to
acquire a target property or portfolio involves several
factors, including expected rent growth, multiple yield
metrics, property locations and expected demographic
growth in each location, current occupancy of the

target properties, tenant profile and remaining terms
of the in-place leases in the target properties. We
pursue both brokered and non-brokered acquisitions
and it is difficult to predict which markets and product
types may present acquisition opportunities. Because
of the numerous factors considered in our acquisition
decisions, we do not establish specific target yields for
future acquisitions.

We acquired 37 properties during the year ended
December 31, 2012 and 59 properties, in addition to
other real estate-related assets, during the year ended
December 31, 2011. The following table summarizes the
acquisition price, percent leased at time of acquisition
and in-place vyields, by product type, for these
acquisitions (in thousands, except percentage data):

2012 Acquisitions 2011 Acquisitions
Percent Leased Percent Leased
Acquisition In-Place at Acquisition Acquisition In-Place at Acquisition
Type Price* Yield** Date*** Price* Yield** Date***

Industrial $ 265203 6.6% 94.9% $ 516,251 6.6% 92.7%
Office - - - 90,603 5.1% 66.8%
Medical Office 514,455 6.5% 92.9% 143,241 7.3% 98.1%
Total $ 779,658 6.5% 94.4% $ 750,095 6.5% 91.5%

*  Includes real estate assets and net acquired lease-related intangible assets but excludes other acquired working capital assets and liabilities.

recovered through tenant reimbursements.

In-place yields of completed acquisitions are calculated as the current annualized net rental payments from space leased to tenants at the date of acquisition, divided by the acquisition price of the acquired real estate.
Annualized net rental payments are comprised of base rental payments, excluding additional amounts payabie by tenants as rei

nent for operating exp , less current annualized operating expenses not

** Represents percentage of total square feet leased based on executed leases and without regard to whether the leases have commenced, at the date of acquisition.

Disposition Activity

We regularly work to identify, consider and pursue
opportunities to dispose of properties on an
opportunistic basis and on a basis that is generally
consistent with our strategic plans.

We sold 28 buildings during the year ended December
31, 2012 and M9 buildings during the year ended
December 31, 2011. The following table summarizes
the sales prices, in-place yields and percent leased, by
product type, of these building sales (in thousands,
except percentage data):

2012 Dispositions 2011 Dispositions

in-Place In-Place
Type Sales Price Yield* Percent Leased** Sales Price Yield* Percent Leased**
industrial $ 60,913 8.4% 79.3% $ 82,903 6.0% 69.4%
Office 58,881 71% 79.4% 1,546,094 8.4% 85.7%
Other 11,400 9.0% 80.5% - - -
Total $ 131,194 7.9% 79.4% $ 1,628,997 8.2% 83.5%

*  In-place yields of completed dispositions are calculated as current annualized net rental payments from space leased to tenants at the date of sale, divided by the sales price of the real estate. Annualized net rental
payments are comprised of base rental payments, excluding additional amounts payable by tenants as reimbursement for operating expenses, less current annualized operating expenses not recovered through tenant
reimbursements.

Represents percentage of total square feet leased based on executed leases and without regard to whether the leases have commenced, at the date of sale.
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Development

Another source of our earnings growth is our wholly-
owned and joint venture development activities. We
expect to generate future earnings from Rental Operations
as the development properties are placed in service and
leased. We increased our development activities in 2012
for industrial and medical office properties with significant
pre-leasing, as well as for speculative developments, in
limited circumstances, in markets that we believe will
provide future growth. We believe these two product
lines will be the areas of greatest future growth.

We had 4.4 million square feet of consolidated or
jointly controlled properties under development with
total estimated costs upon completion of $578.5
million at December 31, 2012, compared to 913,000
square feet of property under development with total
estimated costs of $213.5 million at December 3,
201. The square footage and estimated costs include
both wholly-owned and joint venture development
activity at 100%. The following table summarizes our
properties under development as of December 3],
2012 (in thousands, except percentage data):

Total
Estimated Total Amount

Square Percent Project Incurred Remaining
Ownership Type Feet Leased Costs to Date to be Spent
Consolidated properties 3,572 84% $ 468,847 $ 225,222 $ 243,625
Joint venture properties 874 31% 109,648 54,994 54,654
Total 4,446 73% $ 578,495 $ 280,216 $ 298,279
We directly own over 3,500 acres of undeveloped land, RESULTS OF OPERATIONS

of which we intend to develop over 2,200 acres. We
believe that the land we intend to develop can support
over 37.0 million square feet of primarily industrial, but
also office and medical office, developments.

A summary of our operating results and property
statistics for each of the years in the three-year period
ended December 31, 2012, is as follows (in thousands,
except number of properties and per share data):

2012 201 2010

Rental and related revenue from continuing operations $ 834,369 $ 742,883 $ 669,543
General contractor and service fee revenue 275,071 521,796 515,361
Operating income 160,959 217,984 184,567
Net income (loss) attributable to common shareholders (126,145) 31,416 (14,08)
Weighted average common shares outstanding 267,900 252,694 238,920
Weighted average common shares and potential dilutive securities 267,900 259,598 238,920
Basic income (loss) per common share:

Continuing operations $ (0.53) $ (027) $ (0.18)

Discontinued operations $ 0.05 $ 038 $ on
Diluted income (loss) per common share:

Continuing operations $ (0.53) $ (0.27) $ (0.18)

Discontinued operations $ 0.05 $ 038 $ om
Number of in-service consolidated properties at end of year 629 616 669
In-service consolidated square footage at end of year 115,582 110,296 114,078
Number of in-service joint venture properties at end of year 126 126 n4
In-service joint venture square footage at end of year 25,614 25,295 22,657
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COMPARISON OF YEAR ENDED
DECEMBER 31, 2012 TO YEAR
ENDED DECEMBER 31, 201

Rental and Related Revenue

The following table sets forth rental and related
revenue from continuing operations by reportable
segment, as well as total rental and related revenue
from discontinued operations, for the years ended
December 31, 2012 and 201, respectively (in thousands):

2012 201
Rentai and Related Revenue:

Industrial $ 438,525 $ 379,030
Office 267,982 272,807
Medical Office 98,647 57,673
Other 29,215 33,373

Total Rental and Related

Revenue from Continuing

Operations $ 834,369 $ 742,883
Rental and Related Revenue
from Discontinued Operations 8,284 194,166
Total Rental and Related
Revenue from Continuing
and Discontinued Operations $ 842,653 $ 937,049

The primary reasons for the increase in rental
revenue from continuing operations, with specific
references to a particular segment when applicable,
are summarized below:

* We acquired 96 properties, of which 51 were
industrial and 38 were medical office, and placed
eleven developments in service from January
1, 201 to December 31, 2012, which provided
incremental revenues of $91.3 million in the year
ended December 31, 2012 over 2011.

* Thesale of 13 office properties to anunconsolidated
joint venture in the first quarter of 2011 resuited
in @ $10.1 million decrease in rental and related
revenue from continuing operations in 2012, which
partially offset the impact of newly acquired or
developed properties.

* The remaining increase in rental and related
revenue from continuing operations is primarily
due to improved results within the properties
that have been in service for all of 2011 and 2012.
Higher levels of occupancy primarily drove the

overall improvement within these properties,
as rental rates increased modestly but did not
significantly contribute to the increase in revenues
from continuing operations.

* The overall shift of revenues and income from
office properties to industrial and medical office
propertiesis consistent with our continuing strategy
to increase our asset concentration in industrial
and medical office properties while reducing our
overall investment in office properties.

The decrease in rental revenues from discontinued
operations is primarily a result of the Blackstone Office
Disposition that took place in December 2011.

. Rental Expenses and Real Estate Taxes

The following table sets forth rental expenses and real
estate taxes from continuing operations by reportable
segment, as well as total rental expenses and real estate
taxes from discontinued operations, for the years ended
December 31, 2012 and 2011, respectively (in thousands):

2012 201
Rental Expenses:

Industrial $ 44,309 $ 41,362
Office 79,467 77,979
Medical Office 23,026 17,21
Other 6,333 8,155

Total Rental Expenses from

Continuing Operations $ 153,135 $ 144617
Rental Expenses from
Discontinued Operations 2,255 60,430
Total Rental Expenses
from Continuing and
Discontinued Operations $ 155,390 $ 205,047

Real Estate Taxes:

Industrial $ 67,041 $ 59,353
Office 33,059 34,298
Medical Office 9,689 5,102
Other 3,854 3,524

Total Real Estate Tax Expense

from Continuing Operations $ 13,643 $ 102,277
Real Estate Tax Expense from
Discontinued Operations 1,031 28,693
Total Real Estate Tax Expense
from Continuing and
Discontinued Operations $ 14,674 $ 130,970
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Overall, rental expenses from continuing operations
increased by $8.5 million in 2012 compared to 2011.
While we recognized incremental rental expenses
of $9.5 million associated with the additional 96
properties acquired and eleven developments placed
in service since January 1, 201, we also sold 13 office
properties to an unconsolidated joint venture in late
March 2011, which resulted in a $2.8 million decrease
in rental expenses from continuing operations in 2012
as compared to 2011

Qverall, real estate taxes from continuing operations
increased by $11.4 million in 2012 compared to 2011.
We recognized incremental real estate tax expense
of $12.4 million associated with the additional 96
properties acquired and eleven developments placed
in service since January 1, 2011. This increase was
partially offset by a $1.6 million decrease in real estate
taxes from continuing operations related to the 13
properties that were sold to an unconsolidated joint
venture during the first quarter of 2011.

Service Operations

The following table sets forth the components of the
Service Operations reportable segment for the years
ended December 31, 2012 and 201, respectively (in
thousands):

2012 20m

Service Operations:

General contractor and
service fee revenue $ 275,07 $ 521,796
General contractor and other
services expenses

(254,870) (480,480)

Total $ 20,201 $ 41,316

Service Operations primarily consist of the leasing,
property
development, construction management and general

management, asset  management,
contractor services for joint venture properties and
properties owned by third parties. Service Operations
are heavily influenced by the current state of the
economy, as leasing and property management fees
are dependent upon occupancy, while construction
and development services rely on the expansion of
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business operations of third-party property owners
and joint venture partners. A significant decrease in
third-party construction volume in 2012 compared to
2011, due to some significant third-party construction
jobs being completed, drove the decrease in our
earnings from Service Operations. In 2012, we focused
more of our internal resources on the development
and leasing of properties we own rather than on
replacing the third-party construction contracts that
were completed.

Depreciation and Amortization Expense

Depreciation and amortization expense increased
from $326.2 million in 2011 to $376.0 million in 2012
primarily due to depreciation related to additions to
our continuing operations asset base from acquisition
activity, which have shorter depreciable lives relative
to developed properties, and developments placed in
service in 2011 and 2012.

Gain on Sale of Properties - Continuing Operations

We sold 18 properties during 2011 that did not meet
the criteria for inclusion in discontinued operations,
recognizing total gains on sale of $68.5 million.

General and Administrative Expenses

General and administrative expenses consist of two
components. The first component includes general
corporate expenses and the second component includes
the indirect operating costs not allocated to, or absorbed
by, the development or Rental Operations of our wholly-
owned properties or our Service Operations. The
indirect operating costs that are either allocated to, or
absorbed by, the development or Rental Operations of
our wholly-owned properties, or our Service Operations,
are primarily comprised of employee compensation,
including related costs such as benefits and wage-related
taxes, but also include other ancillary costs such as
travel and information technology support. Total indirect
operating costs, prior to any allocation or absorption, and
general corporate expenses are collectively referred to as
our overall pool of overhead costs.



Those indirect costs not allocated to or absorbed
by these operations are charged to general and
administrative expenses. We regularly review our
total overhead cost structure relative to our leasing,
development and construction volume and adjust the
level of total overhead, generally through changes in
our level of staffing in various functional departments,
as necessary in order to control overall general and
administrative expense.

General and administrative expenses increased from
$43.1 million in 2011 to $46.4 million in 2012. The
following table sets forth the factors that led to the
increase in general and administrative expenses from
2011 to 2012 (in millions):

General and administrative expenses - 201 $ 431
Reduction to overall pool of overhead costs (1) .0
Increased absorption of costs by wholly-owned

development and leasing activities (2) 14.7)
Reduced allocation of costs to Service Operations

and Rental Operations (3) 29.0
General and administrative expenses - 2012 $ 464

(1) We reduced our total poot of overhead costs, through staff reductions and other measures, as
the result of changes in our product mix and anticipated future levels of third-party construction,
leasing, 1t and other ional activities.

(2) We increased our focus on development of wholly-owned properties, and also significantly
increased our leasing activity during 2012, which resulted in an increased absorption of overhead
costs. We capitalized $30.4 million and $20.0 million of our total overhead costs to leasing and
development, respectively, for consolidated properties during 2012, compared to capitalizing $25.3
million and $10.4 million of such costs, respectively, for 2011. Combined overhead costs capitalized
to teasing and development totaled 31.1% and 20.6% of our overall pool of overhead costs for 2012
and 20, respectively.

(3) The reduction in the allocation of overhead costs to Service Operations and Rental Operations
resulted from reduced volumes of third-party construction projects as well as due to reducing our
overall investment in office properties, which are more management intensive.

Interest Expense

Interest expense allocable to continuing operations
increased from $220.5 million in 2011 to $245.2 million in
2012. We had $47.4 million of interest expense allocated
to discontinued operations in 201, associated with the
properties that were disposed of during 2011, compared
to the allocation of only $3.1 million of interest expense
to discontinued operations for 2012. Total interest
expense, combined for continuing and discontinued
operations, decreased from $267.8 million in 2011 to
$248.3 million in 2012. The reduction in total interest
expense was primarily the result of a lower weighted
average borrowing rate in 2012, due to refinancing some
higher rate bonds in 2011 and 2012, as well as a slight

decrease in our average level of borrowings compared
to 2011. Also, due to an increase in properties under
development from 20T, which met the criteria for
capitalization of interest and were financed in part by
common equity issuances during 2012, a $5.0 million
increase in capitalized interest also contributed to the
decrease in total interest expense in 2012.

Acquisition-Related Activity

During 2012, we recognized approximately $4.2
million in acquisition costs, compared to $2.3 million
of such costs in 2011. The increase from 2011 to 2012
is the result of acquiring a higher volume of medical
office properties, where a higher level of acquisition
costs are incurred than other property types, in 2012.
During 2071, we also recognized a $1.1 million gain
related to the acquisition of a building from one of our
50%-owned unconsolidated joint ventures.

Discontinued Operations

Subject to certain criteria, the results of operations for
properties sold during the year to unrelated parties, or
classified as held-for-sale at the end of the period, are
required to be classified as discontinued operations.
The property specific components of earnings that
are classified as discontinued operations include rental
revenues, rental expenses, real estate taxes, allocated
interest expense and depreciation expense, as well as
the net gain or loss on the disposition of properties.

The operations of 150 buildings are currently classified
as discontinued operations. These 150 buildings consist
of 114 office, 30 industrial, four retail, and two medical
office properties. As a result, we classified operating
iosses, before gain on sales, of $1.5 million, $1.8 million
and $7.1 million in discontinued operations for the years
ended December 31, 2012, 2011 and 2010, respectively.

Of these properties, 28 were sold during 2012, 101
properties were sold during 2011 and 19 properties
were sold during 2010. The gains on disposal of these
properties of $13.5 million, $100.9 million and $33.
miliion for the years ended December 31, 2012, 2011 and
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2010, respectively, are also reported in discontinued
operations. There are two properties classified as
held-for-sale and included in discontinued operations
at December 31, 2012.

COMPARISON OF YEAR ENDED
DECEMBER 31, 2011 TO YEAR ENDED
DECEMBER 31, 2010

Rental and Related Revenue

The following table sets forth rental and related revenue
from continuing operations by reportable segment,
as well as total rental and related revenue from
discontinued operations, for the years ended December

31, 2011 and 2010, respectively (in thousands):

20m 2010
Rental and Related Revenue:

Industrial $ 379,030 $ 280,538
Office 272,807 313,712
Medical Office 57,673 44,287
Other 33,373 31,006

Total Rental and Related

Revenue from Continuing

Operations $ 742,883 $ 669,543
Rental and Related Revenue
from Discontinued Operations 194,166 248,024
Total Rental and Related
Revenue from Continuing
and Discontinued Operations $ 937,049 $ 917567

The primary reasons for the increase in rental
revenue from continuing operations, with specific
references to a particular segment when applicable,
are summarized below:

« We acquired 108 properties, of which 87 were
industrial, and placed nine developments in
service from January 1, 2010 to December 3},
2011, which provided incremental revenues of
$79.8 million in the year ended December 31, 201
over 2010.

» We consolidated 106 industrial buildings as a
result of acquiring our joint venture partner’s
50% interest in Dugan Realty, L.L.C. (“Dugan”) on
July 1, 2010. The consolidation of these buildings
resulted in an increase of $37.2 million in rental
and related revenue for the year ended December
31, 2011, as compared to the same period in 2010.
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+ We sold 23 office properties to an unconsolidated
joint venture in 2010 and the first quarter of 20T,
resulting in a $55.2 million decrease in rental and
related revenue from continuing operations in 2011.

» The remaining increase in rental and related
revenues is primarily due to improved results
within the properties that have been in service
for all of 2010 and 2011. Although rental rates
declined slightly on our lease renewals, the effect
was not significant to revenues and improved
occupancy drove the overall improvement within
these properties.

Rental Expenses and Real Estate Taxes

The following table sets forth rental expenses
and real estate taxes from continuing operations
by reportable segment, as well as total rental
expenses and real estate taxes from discontinued
operations, for the years ended December 31, 2011
and 2010, respectively (in thousands):

201 2010
Rental Expenses:
Industrial $ 41,362 $ 28,033
Office 77,979 88,378
Medical Office 17,21 12,780
Other 8,155 5,675

Total Rental Expenses from

Continuing Operations $ 144,617 $ 134,866

Rental Expenses from
Discontinued Operations 60,430 72,146

Total Rental Expenses from
Continuing and Discontinued

Operations $ 205047 $ 207012

Real Estate Taxes:

Industrial $ 59,353 $ 42303
Office 34,298 39,420
Medical Office 5,102 3,330
Other 3,524 3,553

Total Real Estate Tax Expense

from Continuing Operations $ 102,277 $ 88,606

Real Estate Tax Expense from
Discontinued Operations 28,693 35,266

Total Real Estate Tax Expense
from Continuing and Discontinued

Operations $ 130,970 $ 123,872




We recognized incremental rental expenses of $16.2
million associated with the additional 108 properties
acquired (of which 87 were industrial) and nine
developments placed in service since January 1,
2010. The July 1, 2010 consolidation of 106 industrial
buildings in Dugan also resulted in a $5.3 million
increase in rental expense for industrial properties.
The aforementioned increases were partially offset
by a decrease of $12.5 million related to 23 properties
that were sold to an unconsolidated joint venture
during 2010 and the first quarter of 2011.

We recognized incremental real estate taxes of $12.8
million associated with the additional 108 properties
acquired and nine developments placed in service since
January 1, 2010. The July 1, 2010 consolidation of 106
industrial buildings in Dugan resulted in incremental
real estate taxes of $6.2 million. The aforementioned
increases were partially offset by a decrease of $7.8
million related to 23 properties that were sold to an
unconsolidated joint venture during 2010 and the first
quarter of 2011, The remaining increases were the resuit
of increased taxes on our properties that have been in
service for all of 2010 and 2011.

Service Operations

The following table sets forth the components of the
Service Operations reportable segment for the years
ended December 31, 2011 and 2010, respectively (in
thousands):

20m 2010
Service Operations:
General contractor and
service fee revenue $ 521,796 $ 515,361
General contractor and other
services expenses (480,480) (486,865)
Total $ 41,316 $ 28,496

The increase in earnings from Service Operations
was due to increased profitability on third-party
construction activities performed during 2011
compared to 2010, as overall construction volume
was relatively consistent between the years.

Depreciation and Amortization Expense

Depreciation and amortization expense increased
from $276.0 million in 2010 to $326.2 million in 20T
primarily as the result of acquisition activity, where
depreciation expense
developed properties, in 2010 and 2011.

is accelerated relative to

Equity in Earnings of Unconsolidated Companies

Equity in earnings represents our ownership share of
netincome or loss from investments in unconsolidated
companies that generally own and operate rental
properties. Equity in earnings decreased from $8.0
million in 2010 to $4.6 million in 2011. The decrease
was largely due to the consolidation of 106 properties
upon the acquisition of our partner’s 50% interest in
Dugan on July 1, 2010.

Gain on Sale of Properties - Continuing Operations

Gains on sales of properties classified in continuing
operations increased from $39.7 million in 2010 to
$68.5 million in 201. We sold 18 properties during
201 that did not meet the criteria for inclusion in
discontinued operations, compared to 17 of such
properties in 2010. Of the properties sold in 2011 and
2010, 13 and seven properties, respectively, were sold
to a 20%-owned joint venture. The combined gain on
sale of these properties was $62.1 million and $31.9
mitlion in 2011 and 2010, respectively.

Impairment Charges

Impairment charges classified in continuing
operations include the impairment of undeveloped
land and buildings, investments in unconsolidated
subsidiaries and other real estate related assets. The
increase from $9.8 million in 2010 to $12.9 million in
2011 is primarily due to the following activity:

* In 201, we recognized $12.9 million of impairment
charges related to parcels of land, which we intend
to sell, where recent market activity led us to
determine that a decline in fair value had occurred.
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* In 2010, we sold approximately 60 acres of land,
in two separate transactions, which resulted
in impairment charges of $9.8 million. These
sales were opportunistic in nature and we had
not identified or actively marketed this land for
disposition, as it was previously intended to be
held for development.

General and Administrative Expenses

General and administrative expenses increased from
$41.3 million in 2010 to $43.1 million in 2011. The
following table sets forth the factors that led to the
increase in general and administrative expenses from
2010 to 2011 (in millions):

General and administrative expenses - 2010 $ 4.3
Increase to overall pool of overhead costs (1) 57
Increased absorption of costs by wholly-owned

development and leasing activities (2) ()]
Increased allocation of costs to Service Operations

and Rental Operations (0.2)
General and administrative expenses - 2011 $ 431

(1) The increase to our overall pool of overhead costs from 2010 is largely due to increased severance
pay related to overhead reductions that took piace near the end of 2011.

(2) Our total leasing activity increased and we also increased wholly owned development activities
from 2010. We capitalized $25.3 milfion and $10.4 million of our total overhead costs to leasing and
development, respectively, for consolidated properties during 2011, compared to capitalizing $23.5
million and $8.5 million of such costs, respectively, for 2010. Combined overhead costs capltalized
to leasing and development totaled 20.6% and 19.1% of our overall pool of overhead costs for 2011
and 2010, respectively.

Interest Expense

Interest expense from continuing operations increased
from $186.4 million in 2010 to $220.5 million in 2011.
The increase was primarily a result of increased
average outstanding debt during 2011 compared to
2010, which was driven by our acquisition activities as
well as other uses of capital. A $7.2 million decrease
in the capitalization of interest costs, the result of
developed properties no longer meeting the criteria
for interest capitalization, also contributed to the
increase in interest expense.

Gain (Loss) on Debt Transactions

There were no gains or losses on debt transactions
during 2011
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During 2010, through a cash tender offer and open
market transactions, we repurchased certain of our
outstanding series of unsecured notes scheduled
to mature in 2011 and 2013. In total, we paid $292.2
million for unsecured notes that had a face value
of $279.9 million. We recognized a net loss on
extinguishment of $16.3 million after considering the
write-off of unamortized deferred financing costs,
discounts and other accounting adjustments.

Acquisition-Related Activity

During 2011, we recognized approximately $2.3 million
in acquisition costs, compared to $1.9 million of such
costs in 2010. During 2011, we also recognized a $1.1
million gain related to the acquisition of a building
from one of our 50%-owned unconsolidated joint
ventures, compared to a $57.7 million gain in 2010
on the acquisition of our joint venture partner’s 50%
interest in Dugan.

CRITICAL ACCOUNTING POLICIES

The preparation of our consolidated financial statements
in conformity with GAAP requires us to make estimates
and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses
during the reported period. Our estimates, judgments
and assumptions are inherently subjective and based
on the existing business and market conditions, and
are therefore continually evaluated based upon
available information and experience. Note 2 to the
Consolidated Financial Statements includes further
discussion of our significant accounting policies. Our
management has assessed the accounting policies
used in the preparation of our financial statements
and discussed them with our Audit Committee and
independent auditors. The following accounting
policies are considered critical based upon materiality
to the financial statements, degree of judgment
involved in estimating reported amounts and sensitivity
to changes in industry and economic conditions:



Accounting for Joint Ventures: We analyze our
investments in joint ventures to determine if the
joint venture is a variable interest entity (a “VIE”)
and would require consolidation. We (i) evaluate the
sufficiency of the total equity at risk, (ii) review the
voting rights and decision-making authority of the
equity investment holders as a group, and whether
there are any guaranteed returns, protection against
losses, or capping of residual returns within the group
and (iii) establish whether activities within the venture
are on behalf of an investor with disproportionately
few voting rights in making this VIE determination.
To the extent that we (i) are the sole entity that has
the power to direct the activities of the VIE and (ii)
have the obligation or rights to absorb the VIE’s
losses or receive its benefits, then we would be
determined to be the primary beneficiary of the VIE
and would consolidate it. At each reporting period,
we re-assess our conclusions as to which, if any, party
within the VIE is considered the primary beneficiary.
To the extent that our joint ventures do not qualify
as VIEs, we further assess each partner’s substantive
participating rights to determine if the venture should
be consolidated.

We have equity interests in unconsolidated joint
ventures that own and operate rental properties and
hold land for development. To the extent applicable,
we consolidate thosejoint ventures that are considered
to be VIE's where we are the primary beneficiary.
For non-variabie interest entities, we consolidate
those joint ventures that we control through majority
ownership interests or where we are the managing
entity and our partner does not have substantive
participating rights. Control is further demonstrated
by the ability of the general partner to manage day-
to-day operations, refinance debt and sell the assets
of the joint venture without the consent of the limited
partner and inability of the limited partner to replace
the general partner. We use the equity method of
accounting for those joint ventures where we do not
have control over operating and financial policies.
Under the equity method of accounting, our investment
in each joint venture is included on our balance sheet;
however, the assets and liabilities of the joint ventures

for which we use the equity method are not included on
our balance sheet.

To the extent that we contribute assets to a joint venture,
our investment in the joint venture is recorded at our
cost basis in the assets that were contributed to the joint
venture. To the extent that our cost basis is different than
the basis reflected at the joint venture level, the basis
difference is amortized over the life of the related asset
and included in our share of equity in earnings of the
joint venture. We recognize gains on the contribution or
sale of real estate to joint ventures, relating solely to the
outside partner’s interest, to the extent the economic
substance of the transaction is a sale.

Cost Capitalization: Direct and certain indirect
costs, including interest, clearly associated with the
development, construction, leasing or expansion of
real estate investments are capitalized as a cost of
the property.

We capitalize interest and direct and indirect project
costs associated with the initial construction of a
property up to the time the property is substantially
complete and ready for its intended use. We believe
the completion of the building shell is the proper
basis for determining substantial completion. The
interest rate used to capitalize interest is based upon
our average borrowing rate on existing debt.

We also capitalize direct and indirect costs, including
interest costs, on vacant space during extended lease-
up periods after construction of the building shell has
been completed if costs are being incurred to ready
the vacant space for its intended use. If costs and
activities incurred to ready the vacant space cease,
then cost capitalization is also discontinued until such
activities are resumed. Once necessary work has been
completed on a vacant space, project costs are no
longer capitalized. We cease capitalization of all project
costs on extended lease-up periods after the shorter of
a one-year period after the completion of the building
shell or when the property attains 90% occupancy. In
addition, all leasing commissions paid to third parties
for new leases or lease renewals are capitalized.
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In assessing the amount of indirect costs to be
capitalized, we first allocate payroll costs, on
a department-by-department  basis, among
activities for which capitalization is warranted
(i.e., construction, development and leasing) and
those for which capitalization is not warranted (i.e,,
property management, maintenance, acquisitions
and dispositions and general corporate functions). To
the extent the employees of a department split their
time between capitalizable and non-capitalizable
activities, the allocations are made based on estimates
of the actual amount of time spent in each activity.
Once the payroll costs are allocated, the non-payroll
costs of each department are allocated among the
capitalizable and non-capitalizable activities in the
same proportion as payroll costs.

To ensure that an appropriate amount of costs are
capitalized, the amount of capitalized costs that are
allocated to a specific project are limited to amounts
using standards we developed. These standards
consist of a percentage of the total development
costs of a project and a percentage of the total
gross lease amount payable under a specific lease.
These standards are derived after considering the
amounts that would be allocated if the personnel in
the departments were working at full capacity. The
use of these standards ensures that overhead costs
attributable to downtime or to unsuccessful projects
or leasing activities are not capitalized.

Impairment of Real Estate Assets: We evaluate our
real estate assets, with the exception of those that are
classified as held-for-sale, for impairment whenever
events or changes in circumstances indicate that their
carrying amounts may not be recoverable. If such
an evaluation is considered necessary, we compare
the carrying amount of that real estate asset, or
asset group, with the expected undiscounted cash
flows that are directly associated with, and that are
expected to arise as a direct result of, the use and
eventual disposition of that asset, or asset group.
Our estimate of the expected future cash flows
used in testing for impairment is based on, among
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other things, our estimates regarding future market
conditions, rental rates, occupancy levels, costs of
tenant improvements, leasing commissions and
other tenant concessions, assumptions regarding
the residual value of our properties at the end of
our anticipated holding period and the length of
our anticipated holding period and is, therefore,
subjective by nature. These assumptions could differ
materially from actual results. If our strategy changes
or if market conditions otherwise dictate a reduction
in the holding period and an earlier sale date, an
impairment loss could be recognized and such loss
could be material. To the extent the carrying amount
of a real estate asset, or asset group, exceeds the
associated estimate of undiscounted cash flows, an
impairment loss is recorded to reduce the carrying
value of the asset to its fair value.

The determination of the fair value of real estate assets
is also highly subjective, especially in markets where
there is a lack of recent comparable transactions. We
primarily utilize the income approach to estimate
the fair value of our income producing real estate
assets. To the extent that the assumptions used in
testing long-lived assets for impairment differ from
those of a marketplace participant, the assumptions
are modified in order to estimate the fair value of
a real estate asset when an impairment charge is
measured. In addition to determining future cash
flows, which make the estimation of a real estate
asset’s undiscounted cash flows highly subjective, the
selection of the discount rate and exit capitalization
rate used in applying the income approach is also
highly subjective.

To the extent applicable marketplace data is
available, we generally use the market approach in
estimating the fair value of undeveloped land that
is determined to be impaired.

Real estate assets that are classified as held-for-
sale are reported at the lower of their carrying
value or their fair value, less estimated costs to sell.



Acquisition of Real Estate Property and Related
Assets: We allocate the purchase price of acquired
properties to tangible and identified intangible
assets based on their respective fair values, using
all pertinent information available at the date
of acquisition. The allocation to tangible assets
(buildings, tenant improvements and land) is
based upon management’s determination of the
value of the property as if it were vacant. This “as-
if vacant” value is estimated using an income, or
discounted cash flow, approach that relies upon
internally determined assumptions that we believe
are consistent with current market conditions
for similar properties. The most important
assumptions in determining the allocation of
the purchase price to tangible assets are the
exit capitalization rate, discount rate, estimated
market rents, and hypothetical expected lease-up
periods.
is also allocated to intangible assets consisting of
the above or below market component of in-place
leases and the value of in-place leases.

* The value allocable to the above or below

The purchase price of real estate assets

market component of an acquired in-place
lease is determined based upon the present
value (using a discount rate which reflects
the risks associated with the acquired leases)
of the difference between (i) the contractual
amounts to be received pursuant to the lease
over its remaining term and (ii) management’s
estimate of the amounts that would be received
using fair market rates over the remaining term
of the lease. The amounts allocated to above
market leases are included in deferred leasing
and other costs in the balance sheet and below
market leases are included in other liabilities
in the balance sheet; both are amortized to
rental income over the remaining terms of the
respective leases.

* Factors considered in determining the
value allocable to in-place leases include
estimates, during hypothetical expected
lease-up periods, of space that is actually
leased at the time of acquisition, of lost
rent at market rates, fixed operating costs

that will be recovered from tenants, and

theoretical leasing commissions required
to execute similar leases. These intangible
assets are included in deferred leasing and
other costs in the balance sheet and are
amortized over the remaining term of the
existing lease, or the anticipated life of

the customer relationship, as applicable.

We record assets acquired in step acquisitions
at their full fair value and record a gain or
loss for the difference between the fair value
and the carrying value of our existing equity
interest.  Additionally,
from a business combination are recorded at
fair value if the acquisition date fair value can
be determined during the measurement period.

contingencies  arising

Valuation of Receivables: We are subject to tenant
defaults and bankruptcies that could affect
the collection of rent due under leases or of
outstanding receivables. In order to mitigate these
risks, we perform credit reviews and analyses on
major existing tenants and prospective tenants
before leases are executed. We have established
the following procedures and policies to evaluate
the collectability of outstanding receivables and
record allowances:

* We maintain a tenant “watch list” containing a
list of significant tenants for which the payment
of receivables and future rent may be at risk.
Various factors such as late rent payments, lease
or debt instrument defaults, and indications of
a deteriorating financial position are considered
when determining whether to include a tenant
on the watch list.

* As a matter of policy, we reserve the entire
receivable balance, including straight-line rent,
of any tenant with an amount outstanding over
90 days.

*» Straight-line rent receivables for any tenant
on the watch list or any other tenant identified
as a potential long-term risk, regardless of the
status of current rent receivables, are reviewed
and reserved as necessary.
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Construction Contracts: We recognize income on
construction contracts where we serve as a general
contractor on the percentage of completion method.
Using this method, profits are recorded on the basis
of our estimates of the overall profit and percentage
of completion of individual contracts. A portion of
the estimated profits is recognized based upon our
estimates of the percentage of completion of the
construction contract. To the extent that a fixed-
price contract is estimated to result in a loss, the
loss is recorded immediately. Cumulative revenues
recognized may be less or greater than cumulative
costs and profits billed at any point in time during
a contract’s term. This revenue recognition method
involves inherent risks relating to profit and cost
estimates with those risks reduced through approval
and monitoring processes.

With regard to critical accounting policies,
management has discussed the following with the
Audit Committee:
« Criteria for identifying and selecting our critical
accounting policies;
« Methodology in applying our critical accounting
policies; and
« Impact of the critical accounting policies on
our financial statements.

The Audit Committee has reviewed the critical
accounting policies identified by management.

LIQUIDITY AND CAPITAL RESOURCES
Sources of Liquidity

We expect to meet our short-term liquidity
requirements over the next twelve months, including
payments of dividends and distributions as well as
the capital expenditures needed to maintain our
current real estate assets, primarily through working
capital, net cash provided by operating activities and
proceeds received from real estate dispositions. At
December 31, 2012 we held $33.9 million of cash and
we had $285.0 million of outstanding borrowings on
the DRLP $850.0 million unsecured line of credit.
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In addition to our existing sources of liquidity, we
expect to meet long-term liquidity requirements,
such as scheduled mortgage and unsecured
debt maturities, property acquisitions, financing
of development activities and other capital
improvements, through multiple sources of capital
including operating cash flow, proceeds from
property dispositions and accessing the public
debt and equity markets.

In January 2013, we completed a public offering
of 41.4 million common shares, at an issue price
of $14.25 per share, resulting in gross proceeds
of $590.0 million and, after underwriting fees
and estimated offering costs, net proceeds of
approximately $571.9 million. A portion of the net
proceeds from this offering were used to repay all
of the outstanding borrowings under our existing
revolving credit facility, which had an outstanding
balance of $285.0 million as of December 31, 2012,
and the remaining proceeds will be used to redeem
all of our outstanding Series O Shares, which are
redeemable as of February 22, 2013, and for general
corporate purposes.

Rental Operations

Cash flows from Rental Operations is our primary
source of liquidity and provides a stable cash flow
to fund operational expenses. We believe that this
cash-based revenue stream is substantially aligned
with revenue recognition (except for periodic
straight-line rental income accruals and amortization
of above or below market rents) as cash receipts
from the leasing of rental properties are generally
received in advance of, or a short time following, the
actual revenue recognition.

We are subject to a number of risks related to general
economic conditions, including reduced occupancy,
tenant defaults and bankruptcies and potential
reduction in rental rates upon renewal or re-letting of
properties, any of which would result in reduced cash
flow from operations.



Unsecured Debt and Equity Securities

Our unsecured line of credit as of December 31, 2012 is described as follows (in thousands):

Borrowing Maturity Outstanding Balance
Description Capacity Date at December 31, 2012
Unsecured Line of Credit - DRLP $ 850,000 December 2015  $ 285,000

All amounts that were outstanding on the line of
credit at December 31, 2012 were repaid in January
2013 with proceeds from the equity offering.

The DRLP unsecured line of credit has a borrowing
capacity of $850.0 million with the interest rate on
borrowings of LIBOR plus 1.25% (equal to 1.47% for
borrowings as of December 31, 2012) and a maturity
date of December 2015, Subject to certain conditions,
the terms also include an option to increase the
facility by up to an additional $400.0 million, for a
total of up to $1.25 billion. This line of credit provides
us with an option to obtain borrowings from financial
institutions that participate in the line at rates that
may be lower than the stated interest rate, subject to
certain restrictions.

This line of credit contains financial covenants that
require us to meet certain financial ratios and defined
levels of performance, including those related to
fixed charge coverage, unsecured interest expense
coverage and debt-to-asset value (with asset value
being defined in the DRLP unsecured line of credit
agreement). As of December 31, 2012, we were in
compliance with all covenants under this line of credit.

At December 31, 2012, we had on file with the SEC
an automatic shelf registration statement on Form
S-3 relating to the offer and sale, from time to
time, of an indeterminate amount of DRLP’s debt
securities (including guarantees thereof) and the
Company’s common shares, preferred shares and
other securities. From time to time, we expect to
issue additional securities under this automatic shelf
registration statement to fund the repayment of
long-term debt upon maturity and for other general
corporate purposes.

On February 11, 2010, we entered into an at the
market equity program that allowed us to issue new
common shares, from time to time, with an aggregate
offering price of up to $150.0 million. We fully utilized
this program during the first three months of 2012,
issuing approximately 10.8 million common shares,
resulting in gross proceeds of $150.0 million. We
paid approximately $3.0 million in commissions
related to the sales of these common shares and,
after considering those commissions and other costs,
generated net proceeds of approximately $147.0
miltion from the offerings.

On May 7, 2012, we entered into a new at the market
equity program that allows us to issue new common
shares, from time to time, with an aggregate offering
price of up to $200.0 million. Through December 31,
2012, we issued approximately 1.9 million common
shares under this program, resulting in gross proceeds
of approximately $172.2 million. We paid approximately
$3.4 million in commissions related to the sales of
these common shares and, after considering those
commissions and other costs, generated net proceeds
of approximatelty $168.3 million from the offerings.

The indentures (and related supplemental indentures)
governing our outstanding series of notes also require
us to comply with financial ratios and other covenants
regarding our operations. We were in compliance
with all such covenants as of December 31, 2012.

Sale of Real Estate Assets

We regularly work to identify, consider and pursue
opportunities to dispose of non-strategic properties
on an opportunistic basis and on a basis that is
generally consistent with our strategic plans. Our ability
to dispose of such properties on favorable terms, or at all,
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is dependent upon a number of factors including the
availability of credit to potential buyers to purchase
properties at prices that we consider acceptable.
Although we believe that we have demonstrated
our ability to generate significant liquidity through
the disposition of non-strategic properties, potential
future adverse changes to general market and
economic conditions could negatively impact our
further ability to dispose of such properties.

Transactions with Unconsolidated Entitles

Transactions with unconsolidated partnerships and joint
ventures also provide a source of liquidity. From time to
time we will sell properties to unconsolidated entities,
while retaining a continuing interest in that entity, and
receive proceeds commensurate to those interests that
we do not own. Additionally, unconsolidated entities
will from time to time obtain debt financing and will
distribute to us, and our joint venture partners, all or a
portion of the proceeds from such debt financing.

Uses of Liquidity

Our principal uses of liquidity include the following:

« property investment;

+ leasing/capital costs;

+ dividends and distributions to shareholders and
unitholders;

+ long-term debt maturities;

« opportunistic repurchases of outstanding debt and
preferred stock; and

« other contractual obligations.

Property Investment

We continue to pursue an asset repositioning strategy
that involves increasing our investment concentration
in industrial and medical office properties while
reducing our investment concentration in suburban

office properties. Pursuant to this strategy, we evaluate
development and acquisition opportunities based upon
market outlook, including general economic conditions,
supply and long-term growth potential. Our ability to
make future property investments, along with being
dependent upon identifying suitable acquisition and
development opportunities, is also dependent upon our
continued access to our longer-term sources of liquidity,
including issuances of debt or equity securities as well as
generating cash flow by disposing of selected properties.

Leasing/Capital Costs

Tenant improvements and leasing commissions related
to the initial leasing of newly completed or vacant space
in acquired properties are referred to as first generation
expenditures. Such expenditures are included within
development of real estate investments and other
deferred leasing costs in our Consolidated Statements
of Cash Flows.

Tenant improvements and leasing costs to re-let
rental space that had been previously under lease
to tenants are referred to as second generation
expenditures. Building improvements that are not
specific to any tenant but serve to improve integral
components of our real estate properties are also
second generation expenditures.

One of our principal uses of our liquidity is to fund
the second generation leasing/capital expenditures
of our real estate investments. As illustrated in the
tables below, we have significantly reduced such
expenditures in 2012 as a direct result of repositioning
our investment concentration in office properties in
accordance with our asset strategy.

The following is a summary of our second generation
capital expenditures by type of expenditure (in
thousands):

2012 201 2010
Second generation tenant improvements $ 26,643 $ 50,079 $ 36,676
Second generation leasing costs 31,059 38,130 39,090
Building improvements 6,182 11,055 12,957
Totals $ 63,884 $ 99264 $ 88723
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The following is a summary of our second generation capital expenditures by reportable operating segment

(in thousands):

2012 201 2010
Industrial $ 33,095 $ 34872 $ 23271
Office 30,092 63,933 65,203
Medical Office 641 410 183
Non-reportable Rental Operations segments 56 49 66
Total $ 63,884 $ 99,264 $ 88723

Both our first and second generation expenditures
vary significantly between leases on a per square
foot basis, dependent upon several factors including
the product type, the nature of a tenant's operations,
the specific physical characteristics of each individual
property as well as the market in which the property
is located. Second generation expenditures related
to the 79 suburban office buildings that were sold in
the Blackstone Office Disposition in December 201
totaled $26.2 million in 2011 and $20.2 million in 2010.

Dividends and Distributions

We are required to meet the distribution requirements
of the Internal Revenue Code of 1986, as amended
(the “Code”), in order to maintain our REIT status.
Because depreciation is a non-cash expense, cash
flow will typically be greater than operating income.
We paid dividends of $0.68 per common share for
each of the years ended December 31, 2012, 2011 and
2010. We expect to continue to distribute at least
an amount equal to our taxable earnings, to meet
the requirements to maintain our REIT status, and
additional amounts as determined by our board of
directors. Distributions are declared at the discretion
of our board of directors and are subject to actual
cash available for distribution, our financial condition,
capital requirements and such other factors as our
board of directors deems relevant.

At December 31, 2012 we had four series of preferred
stock outstanding. The annual dividend rates on our
preferred shares range between 6.5% and 8.375%
and are paid in arrears quarterly. In January 2013,

we called for redemption all of our outstanding Series
O Shares. The redemption date is February 22, 2013
and the cash redemption price is $178.0 million. As a
result of this redemption, we will reduce our future
quarterly dividend commitments by $3.7 million.

In March 2012, we redeemed all of our Series M Shares
for a total payment of $168.3 million, thus reducing our
future quarterly dividend commitments by $2.9 million.

In July 201, we redeemed ali of our 7.25% Series N
Cumulative Redeemable Preferred Shares (“Series N
Shares”) for a total payment of $108.6 million, thus
reducing our future quarterly dividend commitments
by $2.0 million.

Debt Maturities

Debt outstanding at December 31, 2012 had a face
value totaling $4.4 billion with a weighted average
interest rate of 5.86% and with maturity dates ranging
between 2013 and 2028. Of this total amount, we
had $3.0 billion of unsecured debt, $1.2 billion of
secured debt and $285.0 million outstanding on the
DRLP unsecured line of credit at December 31, 2012.
Scheduled principal amortization and maturities of
such debt totaled $360.4 million for the year ended
December 31, 2012,

The following is a summary of the scheduled future
amortization and maturities of our indebtedness at
December 31, 2012 (in thousands, except percentage
data):
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Future Repayments Weighted Average

Scheduled Interest Rate of
Year Amortization Maturities Total Future Repayments
2013 17,921 529,811 $ 547,732 6.24%
2014 16,659 314,904 331,563 6.14%
2015 14,999 664,946 679,945 4.53%
2016 12,591 532,249 544,840 6.09%
2017 10,100 556,511 566,611 5.90%
2018 7937 300,000 307,937 6.08%
2019 6,936 518,438 525,374 797%
2020 5,381 250,000 255,381 6.73%
2021 3,416 9,047 12,463 5.59%
2022 3,61 600,000 603,61 4.20%
2023 3,817 - 3,817 5.60%
Thereafter 10,361 50,000 60,361 7.02%

13,729 4,325,906 $ 4,439,635 5.86%

We anticipate generating capital to fund our debt Guarantee Obligations

maturities by using undistributed cash generated
from our Rental Operations and property dispositions,
and by raising additional capital from future debt or
equity transactions, such as our January 2013 common
offering.

Repurchases of Outstanding Debt and Preferred
Stock

We paid $168.3 million in March 2012 to redeem our
Series M Shares at par value.

In January 2013, we called for redemption all 711,820
of our outstanding Series O Shares. The redemption
date is February 22, 2013 and the cash redemption
price for the Series O Shares is $178.0 million, or
$250.00 per share.

To the extent that it supports our overall capital strategy,
we may purchase certain of our outstanding unsecured
debt prior to its stated maturity or redeem or repurchase
certain of our outstanding series of preferred stock.

We are subject to various guarantee obligations in
the normal course of business and, in most cases, do
not anticipate these obligations to result in significant
cash payments.

Weare, however, subject toajoint and several guarantee
of the loan agreement of the 3630 Peachtree joint
venture. A contingent liability in the amount of $17.3
million, which represents our maximum remaining
future exposure under the guarantee, is included within
other liabilities in our Consolidated Balance Sheet as
of December 31, 2012 based on the probability of us
being required to pay this obligation to the lender.

HISTORICAL CASH FLOWS

Cash and cash equivalents were $33.9 million
and $213.8 million at December 31, 2012 and 201,
respectively. The following highlights significant
changes in net cash associated with our operating,
investing and financing activities (in thousands):

Years Ended December 31,

2012 20m 2010
Net Cash Provided by Operating Activities $ 299,157 $ 337,537 $ 391,156
Net Cash Provided by (Used for) Investing Activities (967,616) 750,935 (288,790)
Net Cash Provided by (Used for) Financing Activities 488,539 (893,047) (231,304)
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Operating Activities

Cash flows from operating activities provide the cash
necessary to meet normal operational requirements
of our Rental Operations and Service Operations
activities. The receipt of rental income from Rental
Operations continues to provide the primary source
of our revenues and operating cash flows.

The decrease in cash flows from operations from
2011 to 2012, noted in the table above, was primarily
due to the overall reduction in rental revenues from
discontinued operations, which was driven by the
disposition of a significant portion of our office
properties in December 2011. This overall change in
product mix correspondingly drove a $35.4 million
decrease in cash outflows for second generation
capital expenditures (classified within investing
activities) during 2012.

The decrease in net cash provided by operating
activities from 2010 to 2011 is, in large part, due
to a $10.9 million increase in cash outflows from
third-party construction contracts as well as a $14.7
million increase in cash paid for interest. Our third-
party construction activities were profitable, in the
aggregate, during 2011 and the net cash outflows
during the year were the result of the timing of cash
receipts and payments.

Investing Activities

Investing activities are one of the primary uses of
our liquidity. Development and acquisition activities
typically generate additional rental revenues and provide
cash flows for operational requirements. Highlights of
significant cash sources and uses are as follows:

+ Real estate development costs totaled $264.8 million
for the year ended December 31, 2012, compared to
$162.1 million and $119.4 million for the years ended
December 31, 2011 and 2010, respectively. We have
increased our development activities in 2012 for
industrial and medical office properties.

« During 2012, we paid cash of $665.5 million for real
estate acquisitions, compared to $544.8 million in

201 and $488.5 million in 2010. In addition, we
paid cash of $64.9 million for undeveloped land
in 2012, compared to $14.1 million in 2011 and $14.4
million in 2010. The increase in land acquisitions
in 2012 is the result of land acquired for specific
development projects that commenced shortly
after acquisition.

* Sales of land and depreciated property provided
$138.1 million in net proceeds in 2012, compared to
$1.57 billion in 2011 and $499.5 million in 2010.

+ We received capital distributions (as a result
of the sale of properties or refinancing) from
unconsolidated subsidiaries of $5.2 million in 2012,
$59.3 million in 2011 and $22.1 million in 2010.

+ During 2012, we contributed or advanced $28.5
million to fund development activities within
unconsolidated companies, compared to $34.6
million in 2011 and $53.2 million in 2010.

Financing Activities

The following items highlight significant capital
transactions:

+ Throughout 2012, we issued 22.7 million shares
of common stock for net proceeds of $315.3
million. We had no common stock issuances in
2011. In June 2010, we issued 26.5 million shares of
common stock for net proceeds of $298.1 million.

+ In March 2012, we redeemed all of the outstanding
shares of our Series M Shares for a total payment
of $168.3 million. In July 2011, we redeemed all of
the outstanding shares of our Series N Shares for
a total payment of $108.6 million.

» Throughout 2011 and 2010, we completed open
market repurchases of approximately 80,000
shares and 4.5 million shares, respectively, of
our Series O Shares. We paid $2.1 million in 20T
for shares that had a face value of $2.0 million,
compared to $118.8 million in 2010 for shares that
had a face value of $112.1 million.

* In September 2012, we issued $300.0 million
of senior unsecured notes that bear interest at
3.875% and mature on October 15, 2022. In June
2012, we issued $300.0 million of senior unsecured
notes that bear interest at 4.375% and mature on
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June 15, 2022. We had no senior unsecured note
issuances in 2011. In April 2010, we issued $250.0
million of senior unsecured notes that bear
interest at an effective rate of 6.75% and mature
in March 2020.

In October 2012, we repaid $50.0 million of medium
term notes, which had an effective interest rate of
5.45%, at their scheduled maturity date. In August
2012, we repaid $150.0 million of senior unsecured
notes, which had an effective interest rate of 6.01%,
at their scheduled maturity date. In July 2012, one
of our consolidated subsidiaries repaid $21.0 million
of variable rate unsecured debt, which bore interest
at a rate of LIBOR plus 0.85%, at its scheduled
maturity. In December 201, we repaid the
remaining $167.6 million of our 3.75% Exchangeable
Notes, which had an effective interest rate of
5.62%, at their scheduled maturity date. In August
and March 2011, we also repaid $122.5 million and
$42.5 million, respectively, of unsecured notes with
an effective rate of 5.69% and 6.96%, respectively,
at their scheduled maturity dates. In January 2010,
we repaid $99.8 million of senior unsecured notes
with an effective interest rate of 5.37% at their
scheduled maturity date.

During 2010, through a cash tender offer and
open market transactions, we repurchased
certain of our outstanding series of unsecured
notes scheduled to mature in 2011 and 2013. In
total, we paid $292.2 million for unsecured notes
that had a face value of $279.9 million.
Throughout the year ended December 31, 2012,
we repaid five secured loans totaling $102.1 million,
which had a weighted average stated interest rate
of 6.08%, at their maturity dates. This compares to
payoffs of $12.8 million in 201, comprised of four
individually insignificant secured loans, and $195.4
million in 2010, which was secured debt that we
assumed upon the July 2010 acquisition of our joint
venture partner’s 50% interest in Dugan.

We increased net borrowings on DRLP’s $850.0
million line of credit by $285.0 million for the
year ended December 31, 2012, compared to a
decrease of $175.0 million in 2011 and an increase
of $175.0 million in 2010.
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* We paid cash dividends of $0.68 per common
share in each of the years ended December 3,
2012, 2011 and 2010.

CREDIT RATINGS

We are currently assigned investment grade
corporate credit ratings on our senior unsecured
notes from Moody’s Investors Service and Standard
and Poor’s Ratings Group. Our senior unsecured
notes have been assigned ratings of BBB- and Baa2
by Standard and Poor’s Ratings Group and Moody’s
Investors Service, respectively.

Our preferred shares carry ratings of BB and Baa3
from Standard and Poor’s Ratings Group and Moody’s
Investors Service, respectively.

The ratings of our senior unsecured notes and preferred
shares could change based upon, among other things,
the impact that prevailing economic conditions may
have on our results of operations and financial condition.

FINANCIAL INSTRUMENTS

We are exposed to capital market risk, such as
changes in interest rates. In order to reduce the
volatility relating to interest rate risk, we may enter
into interest rate hedging arrangements from time to
time. We do not utilize derivative financial instruments
for trading or speculative purposes.

OFF BALANCE SHEET ARRANGEMENTS

Investments in Unconsolidated Companies

We have equity interests in unconsolidated
partnerships and limited liability companies that
primarily own and operate rental properties and hold
land for development. These unconsolidated joint
ventures are primarily engaged in the operations and
development of industrial, office and medical office real
estate properties. The equity method of accounting
(see Critical Accounting Policies) is used for these
investments in which we have the ability to exercise



significant influence, but not control, over operating and
financial policies. As a result, the assets and liabilities of
these entities are not included on our balance sheet.

Our investments in and advances to unconsolidated
subsidiaries represent approximately 5% of our total
assets as of December 31, 2012 and 2011, respectively.
We believe that these investments provide several

benefits to us, including increased market share, tenant
and property diversification and an additional source of
capital to fund real estate projects.

The following table presents summarized financial
information for unconsolidated companies for the years
ended December 31, 2012 and 201, respectively (in
thousands, except percentage data):

Joint Ventures

2012 201
Land, buildings and tenant improvements, net $ 1991823 § 205,412
Construction in progress 61,663 12,208
Undeveloped land 175,143 177,742
Other assets 289,173 309,409
2,517,802 $ 2,550,771
Indebtedness 1,314,502 $ 1,317,554
Other liabilities 70,519 7,241
1,385,021 1,388,795
Owners' equity 1,132,781 1,161,976
$ 2517802 $ 255077
Rental revenue $ 291,534 $ 272,937
Gain on sale of properties $ 6,792 $ 2,304
Net income $ 3025 § 10,709
Total square feet 26,487 25,569
92.15% 90.42%

Percent leased*

* Represents the percentage of total square feet leased based on executed leases and without regard to whether the leases have commenced.

We do not have any relationships with unconsolidated
entities or financial partnerships (“special purpose
entities”) that have been established solely for the
purpose of facilitating off-balance sheet arrangements.

CONTRACTUAL OBLIGATIONS

At December 31, 2012, we were subject to certain
contractual payment obligations as described in the
following table:

Payments due by Period (in thousands)

Contractual Obligations Total 2013 2014 2015 2016 2017 Thereafter
Long-term debt (1) $ 5,370,074 $ 777,490 $ 552,693 $ 58241 $ 710,802 $ 692,959 $ 2,053,719
Line of credit (2) 303,597 6,365 6,365 290,867 - - -
Share of unconsolidated joint

ventures’ debt (3) 484,823 136,231 64,963 90,999 23,801 106,059 62,770
Ground leases 206,487 3,692 3,769 3,788 3.814 3,835 187,589
Operating leases 10,174 2,638 2,667 1,858 1,720 699 592
Development and construction

backlog costs (4) 309,239 301,425 7814 - - - -
Other 1,807 514 394 397 401 101 -
Total Contractual Obligations $ 6,686,201 $1,228,355 $ 638,665 $ 970,320 $ 740,538 $ 803,653 $ 2,304,670

(1) Our long-term debt consists of both secured and unsecured debt and includes both principal and interest. Interest expense for variable rate debt was calculated using the interest rates as of December 31, 2012,
(2) Our unsecured line of credit consists of an operating line of credit that matures December 2015. Interest expense for our unsecured line of credit was calculated using the most recent stated interest rate that

was in effect.

(3) Our share of unconsolidated joint venture debt includes both principal and interest. Interest expense for variable rate debt was calculated using the interest rate at December 31, 2012.

of owned d

(4) Rep ts ining costs on the

projects and third-party construction projects.
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RELATED PARTY TRANSACTIONS

We provide property and asset management,
leasing, construction and other tenant related
services to unconsolidated companies in which
we have equity interests. For the years ended
December 31, 2012, 2011 and 2010, respectively,
we earned management fees of $11.0 million, $10.1
million and $7.6 million, leasing fees of $3.4 million,
$4.4 million and $2.7 million and construction
and development fees of $4.7 million, $6.7 million
and $10.3 million from these companies, prior to
elimination. We recorded these fees based on
contractual terms that approximate market rates
for these types of services, and we have eliminated
our ownership percentages of these fees in the
consolidated financial statements.

COMMITMENTS AND CONTINGENCIES

We have guaranteed the repayment of $83.8
million of economic development bonds issued by
various municipalities in connection with certain
commercial developments. We will be required to
make payments under our guarantees to the extent
that incremental taxes from specified developments
are not sufficient to pay the bond debt service.
Management does not believe that it is probable
that we will be required to make any significant
payments in satisfaction of these guarantees.
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We also have guaranteed the repayment of secured
and unsecured loans of five of our unconsolidated
subsidiaries. At December 31, 2012, the maximum
guarantee exposure for these loans was
approximately $247.1 mitlion. Included in our total
guarantee exposure is a joint and several guarantee
of the loan agreement of the 3630 Peachtree joint
venture, which had a carrying amount of $17.3
million on the balance sheet at December 31, 2012.

We lease certain land positions with terms
extending to October 2105, with a total obligation
of $206.5 million. No payments on these ground
leases, which are classified as operating leases, are
material in any individual year.

We are subject to various legal proceedings and
claims that arise in the ordinary course of business.
In the opinion of management, the amount of any
ultimate liability with respect to these actions will
not materially affect our consolidated financial
statements or results of operations.

We own certain parcels of land that are subject to
special property tax assessments levied by quasi
municipal entities. To the extent that such special
assessments are fixed and determinable, the
discounted value of the full assessment is recorded
as a liability. We have $12.5 million of such special
assessment liabilities, which are included within
other liabilities on our consolidated balance sheet
as of December 31, 2012.



QUANTITATIVE AND
QUALITATIVE DISCLOSURE
ABOUT MARKET RISKS

We are exposed to interest rate changes primarily
as a result of our line of credit and long-term
borrowings. Our interest rate risk management
objective is to limit the impact of interest rate
changes on earnings and cash flows and to lower
overall borrowing costs. To achieve our objectives,
we borrow primarily at fixed rates. We do not enter
into derivative or interest rate transactions for

speculative purposes. We have two outstanding
swaps, which fix the rates on two of our variable
rate loans and are not significant to our Financial
Statements at December 31, 2012.

Our interest rate risk is monitored using a variety of
techniques. The table below presents the principal
amounts (in thousands) of the expected annual
maturities, weighted average interest rates for the
average debt outstanding in the specified period,
fair values (in thousands) and other terms required
to evaluate the expected cash flows and sensitivity
to interest rate changes.

2013 2014 2015 2016 2017 Thereafter Total Fair Value
Fixed rate secured $ 19,549 $ 78186 $ 142,056 $ 391,794 $ 102,017 $ 309,404 $ 1143,006 $ 1,251,477
debt
Weighted average 5.72% 5.63% 5.42% 5.85% 5.96% 7.43%
interest rate
Variable rate secured $ 1,218 $ 1,285 $ 663 $ 676 $ 12,071 $ 2,499 $ 18,412 $ 18,386
debt
Weighted average 1.20% 1.18% 2.06% 2.09% 3.51% 0.20%
interest rate
Fixed rate unsecured $ 426,965 $ 252,092 $ 252,226 $ 152,370 $ 452,523 $ 1,457,041 $ 2,993,217 $ 3,336,386
debt
Weighted average 6.40% 6.33% 7.49% 6.71% 5.95% 5.86%
interest rate
Unsecured line of $ - $ - $ 285,000 $ - $ - $ — $ 285000 $ 285632
credit
Rate at December N/A N/A 1.47% N/A N/A N/A

31,2012

As the table incorporates only those exposures that
exist as of December 31, 2012, it does not consider
those exposures or positions that could arise after
that date. As a result, the ultimate impact of interest
rate fluctuations will depend on future exposures that
arise, our hedging strategies at that time to the extent
we are party to interest rate derivatives, and interest
rates. Interest expense on our unsecured line of credit
will be affected by fluctuations in LIBOR indices as
well as changes in our credit rating. The interest rate

at such point in the future as we may renew, extend
or replace our unsecured line of credit will be heavily
dependent upon the state of the credit environment.

At December 31, 2012, the face value of our
unsecured debt was $3.0 billion and we estimated
the fair value of that unsecured debt to be $3.3
billion. At December 31, 201, the face value of our
unsecured notes was $2.6 billion and our estimate
of the fair value of that debt was $2.8 billion.
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MANAGEMENT’S REPORT ON INTERNAL CONTROL

We, as management of Duke Realty Corporation and its subsidiaries (“Duke Realty”), are responsible for establishing
and maintaining adequate internal control over financial reporting (as defined in Rule 13a-15(f) under the Securities
Exchange Act of 1934, as amended). Pursuant to the rules and regulations of the Securities and Exchange Commission,
internal control over financial reporting is a process designed by, or under the supervision of, the company’s principal
executive and principal financial officers, or persons performing similar functions, and effected by the company’s
board of directors, management and other personnel, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with accounting
principles generally accepted in the United States of America and includes those policies and procedures that:

* Pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and
dispositions of assets of the company;

* Provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures
of the company are being made only in accordance with authorizations of management and directors of the
company; and

* Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or
disposition of the company’s assets that could have a material effect on the financial statements.

Management has evaluated the effectiveness of its internal control over financial reporting as of December 31, 2012
based on the control criteria established in a report entitled Internal Control - Integrated Framework, issued by the
Committee of Sponsoring Organizations of the Treadway Commission. Based on such evaluation, we have concluded
that, as of December 31, 2012, our internal control over financial reporting is effective based on these criteria.

The independent registered public accounting firm of KPMG LLP, as auditors of Duke Realty’s consolidated financial
statements, has also issued an audit report on Duke Realty’s internal control over financial reporting.

Ay s Jaals 45

Dennis D. Oklak Christie B. Kelly
Chairman and Chief Executive Officer Executive Vice President and Chief Financial Officer
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Shareholders and Directors of
Duke Realty Corporation:

We have audited the accompanying consolidated balance sheets of Duke Realty Corporation and Subsidiaries
(the “Company”) as of December 31, 2012 and 2011, and the related consolidated statements of operations and
comprehensive income, cash flows, and changes in equity for each of the years in the three-year period ended
December 31, 2012. We also have audited the Company’s internal control over financial reporting as of December 31,
2012, based on criteria established in /nternal Control - Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO). The Company’s management is responsible for these consolidated
financial statements, for maintaining effective internal control over financial reporting, and for its assessment of the
effectiveness of internai control over financial reporting, included in the accompanying management’s report on
internal control. Our responsibility is to express an opinion on these consolidated financial statements and an opinion
on the Company’s internal control over financial reporting based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the
financial statements are free of material misstatement and whether effective internal control over financial reporting was
maintained in all material respects. Our audits of the consolidated financial statements included examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management, and evaluating the overall financial statement presentation. Our
audit of internal control over financial reporting included obtaining an understanding of internal control over financial
reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating
effectiveness of internal control based on the assessed risk. Our audits also included performing such other procedures
as we considered necessary in the circumstances. We believe that our audits provide a reasonable basis for our opinions.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded
as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and
that receipts and expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial
position of Duke Realty Corporation and Subsidiaries as of December 31, 2012 and 2011, and the results of their operations
and their cash flows for each of the years in the three-year period ended December 31, 2012, in conformity with U.S generally
accepted accounting principles. Also, in our opinion, Duke Realty Corporation and Subsidiaries maintained, in all material
respects, effectiveinternal controlover financial reporting as of December 31,2012, based oncriteriaestablishedin/nternal
Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.

KPMma LIP

Indianapolis, Indiana
February 22, 2013
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DUKE REALTY CORPORATION AND SUBSIDIARIES
Consolidated Balance Sheets
As of December 31,
(in thousands, except per share amounts)

2012 201
ASSETS
Real estate investments:
Land and improvements $ 1,284,081 $ 1,202,872
Buildings and tenant improvements 5,398,886 4,766,793
Construction in progress 234,918 44,259
Investments in and advances to unconsolidated companies 372,256 364,859
Undeveloped land 614,208 622,635
7,904,349 7,001,418
Accumulated depreciation (1,296,396) (1,08,650)
Net real estate investments 6,607,953 5,892,768
Real estate investments and other assets held-for-sale 30,937 55,580
Cash and cash equivalents 33,889 213,809
Accounts receivable, net of allowance of $3,374 and $3,597 22,283 22,255
Straight-line rent receivable, net of allowance of $6,091 and $7,447 120,303 105,900
Receivables on construction contracts, including retentions 39,754 40,247
Deferred financing costs, net of accumulated amortization of $48,218 and $59,109 40,083 42,268
Deferred leasing and other costs, net of accumulated amortization of $372,047 and $292,334 497,827 460,881
Escrow deposits and other assets 167,072 170,729
$ 7,560,101 $ 7,004,437
LIABILITIES AND EQUITY
Indebtedness: »
Secured debt $ 1,167,953 $ 1,173,233
Unsecured notes 2,993,217 2,616,063
Unsecured lines of credit 285,000 20,293
4,446,170 3,809,589
Liabilities related to real estate investments held-for-sale 807 975
Construction payables and amounts due subcontractors, including retentions 84,679 55,775
Accrued real estate taxes 74,565 69,272
Accrued interest 59,215 58,904
Other accrued expenses 57,881 60,174
Other liabilities 167,935 131,735
Tenant security deposits and prepaid rents 42,731 38,355
Total liabilities 4,933,983 4,224,779
Shareholders’ equity:
Preferred shares ($.01 par value); 5,000 shares authorized; 2,503 and 3,176 shares issued and 625,638 793,910
outstanding
Common shares ($.01 par value); 400,000 shares authorized; 279,423 and 252,927 shares issued 2,794 2,529
and outstanding
Additional paid-in capital 3,953,497 3,594,588
Accumulated other comprehensive income 2,691 987
Distributions in excess of net income (1,993,206) (1,677,328)
Total shareholders’ equity 2,591,414 2,714,686
Noncontrolling interests 34,704 64,972
Total equity 2,626,118 2,779,658
$ 7,560,101 $ 7,004,437

See accompanying Notes to Consolidated Financial Statements.
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DUKE REALTY CORPORATION AND SUBSIDIARIES
Consolidated Statements of Operations
For the Years Ended December 31,
(in thousands, except per share amounts)

2012 20M 2010
Revenues:
Rental and related revenue $ 834,369 $ 742,883 $ 669,543
General contractor and service fee revenue 275,071 521,796 515,361
1,109,440 1,264,679 1,184,904
Expenses:
Rental expenses 153,135 144,617 134,866
Real estate taxes 113,643 102,277 88,606
General contractor and other services expenses 254,870 480,480 486,865
Depreciation and amortization 375,965 326,226 276,045
897,613 1,053,600 986,382
Other operating activities:
Equity in earnings of unconsolidated companies 4,674 4,565 7,980
Gain on sale of properties 344 68,549 39,662
Undeveloped land carrying costs (8,829) (8,934) (9,203)
Impairment charges - (12,931) (9,834)
Other operating expenses (633) (1,237) (1,231)
General and administrative expenses (46,424) (43,107) (41,329)
(50,868) 6,905 (13,955)
Operating income 160,959 217,984 184,567
Other income (expenses):
Interest and other income, net 514 658 534
Interest expense (245,170) (220,455) (186,407)
Loss on debt transactions - — (16,349)
Acquisition-related activity (4,192) (1,588) 55,820
Income (loss) from continuing operations before income taxes (87,889) (3,001) 38,165
Income tax benefit 103 194 1126
Income (loss) from continuing operations (87,786) (2,807) 39,291
Discontinued operations:
Loss before gain on sales (1,549) (1,766) (7,083)
Gain on sale of depreciable properties 13,467 100,882 33,054
Income from discontinued operations 1,918 93,116 25971
Net income (loss) (75,868) 96,309 65,262
Dividends on preferred shares (46,438) (60,353) (69,468)
Adjustments for redemption/repurchase of preferred shares (5,730) (3,796) (10,438)
Net (income) loss attributable to noncontrolling interests 1,891 (744) 536
Net income (loss) attributable to common shareholders $ (126,145) $ 31,416 $ (14,108)
Basic net income (loss) per common share:
Continuing operations attributable to common shareholders $ (0.53) $ 0.27) $ (0.18)
Discontinued operations attributable to common shareholders 0.05 0.38 [*All
Total $ 048) $ omn $ (0.07)
Diluted net income (loss) per common share:
Continuing operations attributable to common shareholders $ (053) § 0.27) $ (0.18)
Discontinued operations attributable to common shareholders 0.05 0.38 Soon
Total $ (0.48) $ [A]l $ (0.07)
Weighted average number of common shares outstanding 267,900 252,694 238,920
Weighted average number of common shares and potential dilutive securities 267,900 259,598 238,920

Comprehensive income (loss):
Net income (loss) $ (75,868) $ 96,309 $ 65,262
Other comprehensive income:

Derivative instrument activity 1,704 2,419 4,198
Other comprehensive income 1,704 2,419 4,198
Comprehensive income (loss) $ (74064) § 98728 $ 69,460

See accompanying Notes to Consolidated Financial Statements.
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DUKE REALTY CORPORATION AND SUBSIDIARIES
Consolidated Statements of Cash Flows
For the Years Ended December 31,

(in thousands)
2012 201 2010
Cash flows from operating activities:
Net income (loss) $ (75,868) $ 96,309 $ 65,262
Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Depreciation of buildings and tenant improvements 262,825 267,222 271,058
Amortization of deferred leasing and other costs 116,594 18,457 89,126
Amortization of deferred financing costs 13,321 14,530 13,897
Straight-line rent adjustment (19,546) (23,877) (15,233)
Impairment charges - 12,931 9,834
Loss on debt extinguishment - - 16,349
Gain on acquisitions - (1,057) (57,715)
Earnings from land and depreciated property sales (13,811) (169,431) (72,716)
Third-party construction contracts, net (10,837) (17,352) (6,449)
Other accrued revenues and expenses, net 13,300 24,001 68,892
Operating distributions received in excess of equity in earnings from unconsolidated
companies 13,179 15,804 8,851
Net cash provided by operating activities 299,157 337,537 391,156
Cash flows from investing activities:
Development of real estate investments (264,755) (162,070) (119,404)
Acquisition of real estate investments and related intangible assets, net of cash acquired (665,527) (544,816) (488,539)
Acquisition of undeveloped land (64,944) (14,090) (14,404)
Second generation tenant improvements, leasing costs and building improvements (63,884) (99,264) (88,723)
Other deferred leasing costs (27,772) (26,311) (38,905)
Other assets 4,504 747 (7,260)
Proceeds from land and depreciated property sales, net 138,118 1,572,093 499,520
Capital distributions from unconsolidated companies 5,157 59,252 22,119
Capital contributions and advances to unconsolidated companies (28,513) (34,606) (53,194)
Net cash provided by (used for) investing actlvities (967,616) 750,935 (288,790)
Cash flows from financing activities:
Proceeds from issuance of common shares, net 315,295 - 298,004
Payments for redemption/repurchase of preferred shares (168,272) (110,726) (18,787)
Proceeds from unsecured debt issuance 600,000 - 250,000
Payments on and repurchases of unsecured debt (222,846) (334,432) (392,597)
Proceeds from secured debt financings 13,336 - 4,58
Payments on secured indebtedness including principal amortization (117,287) (29,025) (207,060)
Borrowings (payments) on lines of credit, net 264,707 (172,753) 177,276
Distributions to common shareholders (181,892) (171,814) (162,015)
Distributions to preferred shareholders (46,438) (60,353) (69,468)
Contributions from (distributions to) noncontrolling interests, net 2,179 (5,292) (5,741)
Buyout of noncontrolling interests (6,208) - -
Book overdrafts 45,272 - -
Deferred financing costs (9,307) (8,652) (5,074)
Net cash provided by (used for) financing actlvitles 488,539 (893,047) (231,304)
Net increase (decrease) In cash and cash equivalents (179,920) 195,425 (128,938)
Cash and cash equivalents at beginning of year 213,809 18,384 147,322
Cash and cash equivalents at end of year $ 33,889 $ 213808 $ 18,384
Non-cash investing and financing activities:
Assumption of indebtedness and other liabilities in real estate acquisitions $ 112,754 $ 177,082 $ 527,464
Contribution of properties to, net of debt assumed by, unconsolidated companies $ - $ 53,293 $ 41,609
Investments and advances related to acquisition of previously unconsolidated companies $ - $ 5,987 $ 184,140
Assumption of indebtedness by buyer in real estate dispositions $ - $ 24914 § -
Conversion of Limited Partner Units to common shares $ 29,213 $ 3130 $ (8,055)
Issuance of Limited Partner Units for acquisition $ - $ 28357 % -

See accompanying Notes to Consolidated Financial Statements.

| 50| DUKE REALTY CORPORATION Annual Report 2012



DUKE REALTY CORPORATION AND SUBSIDIARIES
Consolidated Statements of Changes in Equity

(in thousands, except per share data)

Common Shareholders

Accumulated
Additional Other Distributions Non-
Preferred Common Paid-in Comprehensive in Excess of Controlling
Stock Stock Capital Income (Loss) Net Income Interests Total
Balance at December 31, 2009 $1,016,625 $2,240 $ 3,267,196 $ (5630) $ (1,355,086) $ 42,515 $ 2,967,860
Net income - - - - 65,798 (536) 65,262
Other comprehensive income - - - 4198 - - 4,198
Issuance of common shares - 265 297,801 — - - 298,066
Stock based compensation plan activity 3 13,056 - (2,531 - 10,528
Conversion of Limited Partner Units - 14 (8,069) - - 8,055 -
Distributions to preferred shareholders - - - - (69,468) - (69,468)
Repurchase of preferred shares (112,085) - 3,736 - (10,438) - (118,787)
Distributions to common shareholders
($0.68 per share) - - - - (162,015) - (162,015)
Distributions to noncontrolling interests - - - - - (5,741) (5,741)
Balance at December 31, 2010 $904,540 $ 2,522 $§ 3,573,720 $ (1,432) $ (1,533,740) $ 44,293 $ 2,989,903
Net income - - - - 95,565 744 96,309
Other comprehensive income - - - 2,419 - - 2,419
Issuance of Limited Partner Units for
acquisition - - - - - 28,357 28,357
Stock based compensation plan activity - 4 14,041 - (3,190) . 10,855
Conversion of Limited Partner Units 3 3,127 - - (3,130) -
Distributions to preferred shareholders - - - - (60,353) - (60,353)
Redemption/repurchase of preferred
shares (110,630) - 3,700 - (3,796) - (110,726)
Distributions to.common shareholders
($0.68 per share) - — — — (171,814} - 171,814)
Distributions to noncontrolling interests - — — - - (5,292) (5,292)
Balance at December 31, 2011 $ 793910 $ 2,529 § 3,594,588 $ 987 § (1,677,328) $ 64,972 $ 2,779,658
Net loss - - - - (73,977) (1,891) (75,868)
Other comprehensive income - - - 1,704 - - 1,704
Issuance of common shares - 227 314,596 - - - 314,823
Stock based compensation plan activity - 13 9,395 - (2,976) - 6,432
Conversion of Limited Partner Units - 25 29,188 - - (29,213) -
Distributions to preferred shareholders - - - - (46,438) - (46,438)
Redemption of preferred shares (168,272) - 5,730 - (5,730) - (168,272)
Distributions to common shareholders
($0.68 per share) - - - - (181,892) - (181,892)
Contributions from noncontrolling
interests, net - - - - - 2179 2179
Buyout of noncontrolling interests - - - - (4,865) (1,343) (6,208)
Balance at December 31, 2012 $ 625638 $ 2,794 $ 3,953,497 $ 2,691 $ (1,993,206) § 34,704 $ 2,626,118

See accompanying Notes to Consolidated Financial Statements.
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DUKE REALTY CORPORATION AND SUBSIDIARIES

Notes to Consolidated Financial Statements

(1) THE COMPANY

Substantially all of our Rental Operations (see Note
8) are conducted through Duke Realty Limited
Partnership (“DRLP”). We owned approximately
98.4% of the common partnership interests of
DRLP (“Units”) at December 31, 2012. At the option
of the holders, and subject to certain restrictions,
the remaining Units are redeemable for shares of
our common stock on a one-to-one basis and earn
dividends at the same rate as shares of our common
stock. If it is determined to be necessary in order to
continue to qualify as a real estate investment trust
(“REIT”), we may elect to purchase the Units for
an equivalent amount of cash rather than issuing
shares of common stock upon redemption. We
conduct our Service Operations (see Note 8) through
Duke Realty Services, LLC, Duke Realty Services
Limited Partnership and Duke Construction Limited
Partnership (“DCLP”), which are consolidated
entities that are 100% owned by a combination of
us and DRLP. DCLP is owned through a taxable REIT
subsidiary that is 100% owned by DRLP. The terms
‘we,” “us” and “our” refer to Duke Realty Corporation
and subsidiaries (the “Company”) and those entities
owned or controlled by the Company.

(2) SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include our
accounts and the accounts of our majority-owned or
controlled subsidiaries. The equity interests in these
controlied subsidiaries not owned by us are reflected
as noncontrolling interests in the consolidated
financial statements. All significant intercompany
balances and transactions have been eliminated in
the consolidated financial statements. Investments in
entities that we do not control, and variable interest
entities (“VIES”) in which we are not the primary
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beneficiary, are not consolidated and are reflected as
investments in unconsolidated companies under the
equity method of reporting.

RECLASSIFICATIONS

Certain amounts in the accompanying consolidated
financial statements for 2011 and 2010 have been
reclassified to conform to the 2012 consolidated
financial statement presentation.

REAL ESTATE INVESTMENTS

Rental real property, including land, land
improvements, buildings and tenant improvements,
are included in real estate investments and are
generally stated at cost. Wholly-owned properties that
are accounted for as direct financing leases, and which
are not material for separate presentation, are also
included within real estate investments. Construction
in process and undeveloped land are included in
real estate investments and are stated at cost. Real
estate investments also include our equity interests in
unconsolidated joint ventures that own and operate
rental properties and hold land for development.

Depreciation

Buildings and land improvements are depreciated
on the straight-line method over their estimated
lives not to exceed 40 and 15 years, respectively, for
properties that we develop, and not to exceed 30
and 10 years, respectively, for acquired properties.
Tenant improvement costs are depreciated using the
straight-line method over the shorter of the useful life
of the asset or term of the related lease.

Cost Capitalization
Direct and certain indirect costs clearly associated with

the development, construction, leasing or expansion
of real estate investments are capitalized as a cost of



the property. In addition, all leasing commissions paid
to third parties for new leases or lease renewals are
capitalized. We capitalize a portion of our indirect
costs associated with our construction, development
and leasing efforts. In assessing the amount of direct
and indirect costs to be capitalized, allocations are
made based on estimates of the actual amount of time
spent in each activity. We do not capitalize any costs
attributable to downtime or to unsuccessful projects.

We capitalize direct and indirect project costs
associated with the initial construction of a property
up to the time the property is substantially complete
and ready for its intended use. In addition, we
capitalize costs, including real estate taxes, insurance,
and utilities, that have been allocated to vacant space
based on the square footage of the portion of the
building not held available for immediate occupancy
during the extended lease-up periods after
construction of the building shell has been completed
if costs are being incurred to ready the vacant space
for its intended use. If costs and activities incurred to
ready the vacant space cease, then cost capitalization
is also discontinued until such activities are resumed.
Once necessary work has been completed on a
vacant space, project costs are no longer capitalized.

We cease capitalization of all project costs on
extended lease-up periods when significant activities
have ceased, which does not exceed the shorter of a
one-year period after the completion of the building
shell or when the property attains 90% occupancy.

Impairment

We evaluate our real estate assets, with the
exception of those that are classified as held-for-
sale, for impairment whenever events or changes in
circumstances indicate that their carrying amounts
may not be recoverable. If such an evaluation is
considered necessary, we compare the carrying
amount of that real estate asset, or asset group,
with the expected undiscounted cash flows that
are directly associated with, and that are expected
to arise as a direct result of, the use and eventual

disposition of that asset, or asset group. Our estimate
of the expected future cash flows used in testing
for impairment is based on, among other things,
our estimates regarding future market conditions,
rental rates, occupancy levels, costs of tenant
improvements, leasing commissions and other tenant
concessions, assumptions regarding the residual
value of our properties at the end of our anticipated
holding period and the length of our anticipated
holding period and is, therefore, subjective by nature.
These assumptions could differ materially from actual
results. If our strategy changes or if market conditions
otherwise dictate a reduction in the holding period
and an earlier sale date, an impairment loss could be
recognized and such loss could be material. To the
extent the carrying amount of a real estate asset,
or asset group, exceeds the associated estimate
of undiscounted cash flows, an impairment loss is
recorded to reduce the carrying value of the asset to
its fair value.

The determination of the fair value of real estate assets
is also highly subjective, especially in markets where
there is a lack of recent comparable transactions. We
primarily utilize the income approach to estimate the
fair value of our income producing real estate assets.
We utilize marketplace participant assumptions to
estimate the fair value of a real estate asset when
an impairment charge is required to be measured.
The estimation of future cash flows, as well as the
selection of the discount rate and exit capitalization
rate used in applying the income approach, are highly
subjective measures in estimating fair value.

Real estate assets classified as held-for-sale are
reported at the lower of their carrying value or their
fair value, less estimated costs to sell. Once a property
is designated as held-for-sale, no further depreciation
expense is recorded.

Purchase Accounting
We expense acquisition related costs immediately

as period costs. We record assets acquired in step
acquisitions at their full fair value and record a
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gain or loss, within acquisition-related activity in
our consolidated Statements of Operations, for the
difference between the fair value and the carrying
value of our existing equity interest. Additionally,
contingencies arising from a business combination are
recorded at fair value if the acquisition date fair value
can be determined during the measurement period.

We allocate the purchase price of acquired properties
to tangible and identified intangible assets based
on their respective fair values, using all pertinent
information available at the date of acquisition.
The allocation to tangible assets (buildings,
tenant improvements and land) is based upon
management’s determination of the value of the
property as if it were vacant. This “as-if vacant” value
is estimated using an income, or discounted cash
flow, approach that relies upon internally determined
assumptions that we believe are consistent with
current market conditions for similar properties.
The most important assumptions in determining the
allocation of the purchase price to tangible assets are
the exit capitalization rate, discount rate, estimated
market rents, and hypothetical expected lease-up
periods. The purchase price of real estate assets is
also allocated to intangible assets consisting of the
above or below market component of in-place ieases
and the value of in-place leases.

The value allocable to the above or below market
component of an acquired in-place lease is
determined based upon the present value (using a
discount rate which reflects the risks associated with
the acquired leases) of the difference between (i) the
contractual amounts to be received pursuant to the
lease over its remaining term and (ii) management’s
estimate of the amounts that would be received using
fair market rates over the remaining term of the lease.
The amounts allocated to above market leases are
included in deferred leasing and other costs in the
balance sheet and below market leases are included
in other liabilities in the balance sheet; both are
amortized to rental income over the remaining terms
of the respective leases.
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Factors considered in determining the value
allocable to in-place leases include estimates, during
hypothetical expected lease-up periods, of space that
is actually leased at the time of acquisition, of lost
rent at market rates, fixed operating costs that will
be recovered from tenants, and theoretical leasing
commissions required to execute similar leases. These
intangible assets are included in deferred leasing and
other costs in the balance sheet and are depreciated
over the remaining term of the existing lease, or
the anticipated life of the customer relationship, -as
applicable.

JOINT VENTURES

We have equity interests in unconsolidated joint
ventures that primarily own and operate rental
properties or hold land for development. We
consolidéte those joint ventures that are considered
to be VIEs where we are the primary beneficiary. We
analyze our investments in joint ventures to determine
if the joint venture is considered a VIE and would
require consolidation. We (i) evaluate the sufficiency
of the total equity investment at risk, (ii) review the
voting rights and decision-making authority of the
equity investment holders as a group, and whether
there are any guaranteed returns, protection against
losses, or capping of residual returns within the group
and (iii) establish whether activities within the venture
are on behalf of an investor with disproportionately
few voting rights in making this VIE determination.

To the extent that we (i) are the sole entity that has
the power to direct the activities of the VIE and (ii)
have the obligation or rights to absorb the VIE’s losses
or receive its benefits, then we would be determined
to be the primary beneficiary of the VIE and would
consolidate it. At each reporting period, we re-assess
our conclusions as to which, if any, party within the
VIE is considered the primary beneficiary.

During the second quarter of 2012, we provided
additional subordinated financial support to one
of our unconsolidated joint ventures in the form
of member loans. We determined this to be a



reconsideration event and re-evaluated our previous
conclusion that this joint venture was not a VIE. Upon
such reconsideration, we determined that the fair
value of the total equity investment at risk was not
sufficient to meet the overall capital requirements of
the joint venture, and we therefore concluded that
this venture now meets the applicable criteria to be
considered a VIE. However, for the reasons described
below, we have determined there is no individual
primary beneficiary for this joint venture.

During the third quarter of 2012, an unconsolidated
venture that was previously determined to be a VIE
sold its sole property, retired its outstanding debt and
distributed substantially all of its remaining assets.

After the aforementioned reconsideration events,
there are three unconsolidated joint ventures at
December 31, 2012 that we have determined meet
the criteria to be considered VIEs. These three
unconsolidated joint ventures were formed with the
sole purpose of developing, constructing, leasing,
marketing and selling or operating properties. The
business activities of these unconsolidated joint
ventures have been financed through a combination

of equity contributions, partner/member ioans, and
third-party debt that is guaranteed by a combination
of us and the other partner/member of each entity.
All significant decisions for these unconsolidated
joint ventures, including those decisions that most
significantly impact each venture’s economic
performance, require unanimous approval of each joint
venture’s partners or members. In certain cases, these
decisions also require lender approval. Unanimous
approval requirements for these unconsolidated
joint ventures include entering into new leases,
setting annual operating budgets, selling underlying
properties, and incurring additional indebtedness.
Because no single entity exercises control over the
decisions that most significantly affect each joint
venture’s economic performance, we determined
there to be no individual primary beneficiary and that
the equity method of accounting is appropriate.

The following is a summary of the carrying value
in our consolidated balance sheet, as well as our
maximum loss exposure under guarantees for the
three unconsolidated subsidiaries that we have
determined to be VIEs as of December 31, 2012 and
2011, respectively (in millions):

Maximum Loss
Carrying Value Exposure
December 31, 2012 December 31, 2011 December 31, 2012 December 31, 2011
Investment in Unconsolidated Companies $ $ 335 % 547 § 335
Guarantee Obligations (1) $ a7n 3 (1448) $ (57.0)

(1)  We are party to guarantees of the third-party debt of these joint and our
also recorded a liability for our pi future ion under a

is equal to the i monetary obligati to the ‘We have

0SS
to the lender of one of these ventures, which is included within the carrying value of our guarantee obligations. Pursuant to an

agreement with the lender, we may make partner loans to this joint venture that will reduce our maximum guarantee obligation on a dollar-for-dollar basis. The carrying value of our recorded guarantee

obligations is included in other liabilities in our Consolidated Balance Sheets.

To the extent that our joint ventures do not qualify as
VIEs, they are consolidated if we control them through
majority ownership interests or if we are the managing
entity (general partner or managing member) and
our partner does not have substantive participating
rights. Control is further demonstrated by our ability
to unilaterally make significant operating decisions,
refinance debt and sell the assets of the joint venture
without the consent of the non-managing entity and

the inability of non-managing entity to remove us
from our role as the managing entity. Consolidated
joint ventures that are not VIEs are not significant in
any period presented in these consolidated financial
statements.

We use the equity method of accounting for those

joint ventures where we exercise significant influence
but do not have control. Under the equity method
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of accounting, our investment in each joint venture
is included on our balance sheet; however, the assets
and liabilities of the joint ventures for which we use the
equity method are not included on our balance sheet.

To the extent that we contribute assets to a joint
venture, our investment in the joint venture is recorded
at our cost basis in the assets that were contributed to
the joint venture. To the extent that our cost basis is
different than the basis reflected at the joint venture
level, the basis difference is amortized over the life of
the related asset and included in our share of equity
in net income of the joint venture. We recognize
gains on the contribution or sale of real estate to
joint ventures, relating solely to the outside partner’s
interest, to the extent the economic substance of the
transaction is a sale.

CASH EQUIVALENTS

Investments with an original maturity of three months
or less are classified as cash equivalents.

VALUATION OF RECEIVABLES

We reserve the entire receivable balance, including
straight-line rent, of any tenant with an amount
outstanding over 90 days. Additional reserves are
recorded for more current amounts, as applicable,
where we have determined collectability to be doubtful.
Straight-line rent receivables for any tenant with long-
term risk, regardless of the status of current rent
receivables, are reviewed and reserved as necessary.

DEFERRED COSTS

Costs incurred in connection with obtaining financing
are deferred and are amortized to interest expense

over the term of the related loan. All direct and indirect
costs, including estimated internal costs, associated
with the leasing of real estate investments owned
by us are capitalized and amortized over the term of
the related lease. We include lease incentive costs,
which are payments made on behalf of a tenant to
sign a lease, in deferred leasing costs and amortize
them on a straight-line basis over the respective lease
terms as a reduction of rental revenues. We include as
lease incentives amounts funded to construct tenant
improvements owned by the tenant. Unamortized costs
are charged to expense upon the early termination of
the lease or upon early payment of the financing.

CONVERTIBLE DEBT ACCOUNTING

Our 3.75% Exchangeable Senior Notes (“Exchangeable
Notes”) were issued in November 2006 and had an
exchange rate of 20.47 common shares per $1,000
principal amount of the notes, representing an exchange
price of $48.85 per common share. We repaid the
Exchangeable Notes at the first contractual redemption
date in December 2011. We accounted for the debt and
equity components of our Exchangeable Notes separately,
with the value assigned to the debt component equal to
the estimated fair value of debt with similar contractual
cash flows, but without the conversion feature, resulting
in the debt being recorded at a discount. The resulting
debt discount was amortized over the period from its
issuance through the date of repayment as additional
non-cash interest expense.

Interest expense was recognized on the Exchangeable
Notes at an effective rate of 5.62%. The increase to
interest expense (in thousands) on the Exchangeable
Notes, which led to a corresponding decrease to net
income, for the years ended December 31, 201 and 2010
is summarized as follows:

20N 2010
Interest expense on Exchangeable Notes, excluding effect of accounting for
convertible debt $ 5,769 $ 7136
Effect of accounting for convertible debt 2,090 2474
$ 7,859 $ 9,610

Total interest expense on Exchangeable Notes

| 56| DUKE REALTY CORPORATION Annual Report 2012




NONCONTROLLING INTERESTS

Noncontrolling interests relate to the minority
ownership interests in DRLP and interests in
consolidated property partnerships that are not wholly-
owned. Noncontrolling interests are subsequently
adjusted for additional contributions, distributions to
noncontrolling holders and the noncontrolling holders’
proportionate share of the net earnings or losses
of each respective entity. We report noncontrolling
interests as a component of total equity.

When a Unit is redeemed (Note 1), the change in
ownership is treated as an equity transaction and
there is no effect on our earnings or net assets.

REVENUE RECOGNITION

Rental and Related Revenue

The timing of revenue recognition under an operating
lease is determined based upon ownership of the
tenant improvements. If we are the owner of the tenant
improvements, revenue recognition commences after
the improvements are completed and the tenant takes
possession or control of the space. If we determine
that the tenant allowances or improvements we are
funding are lease incentives, then we commence
revenue recognition when possession or control of
the space is turned over to the tenant. Rental income
from leases is recognized on a straight-line basis.

We record lease termination fees when a tenant has
executed a definitive termination agreement with us
and the payment of the termination fee is not subject
to any material conditions that must be met or waived
before the fee is due to us.

General Contractor and Service Fee Revenue

Management fees are based on a percentage of rental
receipts of properties managed and are recognized
as the rental receipts are collected. Maintenance fees
are based upon established hourly rates and are
recognized as the services are performed. Construction

management and development fees represent fee-
based third-party contracts and are recognized as
earned based on the percentage of completion method.

We recognize income on construction contracts where
we serve as a general contractor on the percentage
of completion method. Using this method, profits are
recorded based on our estimates of the percentage
of completion of individual contracts, commencing
when the work performed under the contracts reaches
a point where the final costs can be estimated with
reasonable accuracy. The percentage of completion
estimates are based on a comparison of the contract
expenditures incurred to the estimated final costs.
Changes in job performance, job conditions and
estimated profitability may result in revisions to costs
and income and are recognized in the period in which
the revisions are determined.

Receivables on construction contracts were in a net
under-billed position of $16.0 million and $10.6 mitlion
at December 31, 2012 and 2011, respectively.

PROPERTY SALES

Gains on sales of all properties are recognized in
accordance with Financial Accounting Standards Board
(“FASB”) Accounting Standards Codification (“ASC”)
360-20. The specific timing of the sale of a building
is measured against various criteria in FASB ASC 360-
20 related to the terms of the transactions and any
continuing involvement in the form of management
or financial assistance from the seller associated with
the properties. We make judgments based on the
specific terms of each transaction as to the amount of
the total profit from the transaction that we recognize
considering factors such as continuing ownership
interest we may have with the buyer (“partial sales”)
and our level of future involvement with the property
or the buyer that acquires the assets. If the full accrual
sales criteria are not met, we defer gain recognition
and account for the continued operations of the
property by applying the finance, installment or cost
recovery methods, as appropriate, until the full accrual
sales criteria are met. Estimated future costs to be
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incurred after completion of each sale are included in
the determination of the gain on sales.

To the extent that a property has had operations prior
to sale, and that we do not have continuing involvement
with the property, gains from sales of depreciated
property are included in discontinued operations and the
proceeds from the sale of these held-for-rental properties
are classified in the investing activities section of the
Consolidated Statements of Cash Flows.

Rental properties that do not meet the criteria for
presentation as discontinued operations are classified as
gain on sale of properties in the Consolidated Statements
of Operations.

NET INCOME (LOSS) PER COMMON SHARE

Basic net income (loss) per common share is

computed by dividing net income (loss) attributable
to common shareholders, less dividends on share-
based awards expected to vest (referred to as
“participating securities” and primarily composed
of unvested restricted stock units), by the weighted
average number of common shares outstanding for
the period. Diluted net income (loss) per common
share is computed by dividing the sum of basic net
income (loss) attributable to common shareholders
and the noncontrolling interest in earnings allocable
to Units not owned by us (to the extent the Units are
dilutive), by the sum of the weighted average number
of common shares outstanding and, to the extent
they are dilutive, Units outstanding and any potential
dilutive securities for the period.

The following table reconciles the components of
basic and diluted net income (loss) per common
share (in thousands):

Net income (loss) attributable to common shareholders

Less: Dividends on participating securities

Basic net income (loss) attributable to common shareholders
Noncontrolling interest in earnings of common unitholders
Diluted net income (loss) attributable to common shareholders
Weighted average number of common shares outstanding
Weighted average partnership Units outstanding

Other potential dilutive shares

Weighted average number of common shares and potential dilutive securities

The Units are anti-dilutive for the years ended
December 31, 2012 and 2010, as a result of the net
loss for these periods. In addition, substantially
all potential shares related to our stock-based
compensation plans are anti-dilutive for all years
presented and potential shares related to our

2012 201n 2010
$ (126,145) $ 31416 % (14,108)
(3,075) (3,243) (2,513)
(129,220) 28,173 (16,621)
- 859 -
$ (129,220) $ 29032 $ (16,621)
267,900 252,694 238,920
- 6,904 -
267,900 259,598 238,920

Exchangeable Notes, which were repaid in December
2011, were anti-dilutive for the years ended December
31, 201 and 2010. The following table summarizes the
data that is excluded from the computation of net
income (loss) per common share as a result of being
anti-dilutive (in thousands):

2012 201 2010

Noncontrolling interest in earnings of common unitholders $ (2,273) $ - 3 (351
Weighted average partnership Units outstanding 4,829 - 5,950
Other potential dilutive shares:

Anti-dilutive outstanding potential shares under fixed stock option and other

stock-based compensation plans 1,859 . 1,677 1,779

Anti-dilutive potential shares under the Exchangeable Notes - 3,140 3,890

Outstanding participating securities 4,099 4,780 4,331
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FEDERAL INCOME TAXES

We have elected to be taxed as a REIT under the
Internal Revenue Code of 1986, as amended.
To qualify as a REIT, we must meet a number
of organizational and operational requirements,
including a requirement to distribute at least 90%
of our REIT taxable income to our shareholders.
Management intends to continue to adhere to these
requirements and to maintain our REIT status. As
a REIT, we are entitled to a tax deduction for the
dividends we pay to shareholders. Accordingly, we
generally will not be subject to federal income taxes
as long as we currently distribute to shareholders an
amount equal to or in excess of our taxable income.
We are also generally subject to federal income taxes
on any taxable income that is not currently distributed
to our shareholders. If we fail to qualify as a REIT in

any taxable year, we will be subject to federal income
taxes and may not be able to qualify as a REIT for four
subsequent taxable years.

REIT qualification reduces, but does not eliminate, the
amount of state and local taxes we pay. In addition,
our financial statements include the operations of
taxable corporate subsidiaries that are not entitled to
a dividends paid deduction and are subject to federal,
state and local income taxes. As a REIT, we may also
be subject to certain federal excise taxes if we engage
in certain types of transactions.

The following table reconciles our net income (loss)
to taxable income (loss) before the dividends paid
deduction, and subject to the 90% distribution
requirement, for the years ended December 31, 2012,
2011 and 2010 (in thousands):

2012 201 2010
Net income (loss) $ (75,868) $ 96,309 $ 65,262
Book/tax differences 148,456 (12,885) 74,065
Taxable income before the dividends paid deduction 72,588 83,424 139,327
Less: capital gains - = (62,403)
Adjusted taxable income subject to the 90% distribution requirement $ 72,588 $ 83424 $ 76,924
Our dividends paid deduction is summarized below (in thousands):

2012 20M 2010
Total Cash dividends paid $ 228330 232203 $ 231,446
Less: Return of capital (152,677 (144,208) (86,630)
Dividends paid deduction 75,653 87,995 144,816
Less: Capital gain distributions - - (62,403)
Dividends paid deduction attributable to adjusted taxable income subject to the $ 75,653 $ 87,995 $ 82,413

90% distribution requirement

A summary of the tax characterization of the dividends paid for the years ended December 31, 2012, 2011 and 2010 follows:

2012 201 2010
Common Shares
Ordinary income 14.1% 3.3% 249%
Return of capital 85.9% 96.7% 56.3%
Capital gains —% -% 18.8%
100.0% 100.0% 100.0%
Preferred Shares
Ordinary income 100.0% 100.0% 57.0%
Capital gains —-% —% 43.0%
100.0% 100.0% 100.0%
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Refinements to our operating strategy in 2009
caused us to reduce our projections of taxable
income in our taxable REIT subsidiary. As the result
of these changes in our projections, we determined
that it was more likely than not that the taxable
REIT subsidiary would not generate sufficient
taxable income to realize any of its deferred tax
assets. Accordingly, a full valuation allowance was
established for our deferred tax assets in 2009, which
we have continued to maintain through December
31, 2012 as we still believe the taxabie REIT subsidiary
will not generate sufficient taxable income to realize
any of its deferred tax assets. Income taxes are not
material to our operating results or financial position.

We paid state and local income taxes of $580,000
and $340,000 in 2012 and 2011, respectively. We
received income tax refunds, net of federal and state
income tax payments, of $19.7 million in 2010. The
taxable REIT subsidiary has no significant net deferred
income tax or unrecognized tax benefit items.

FAIR VALUE MEASUREMENTS

We follow the framework established under
accounting standard FASB ASC 820 for measuring
fair value of non-financial assets and liabilities that
are not required or permitted to be measured at
fair value on a recurring basis but only in certain
circumstances, such as a business combination.

Assets and liabilities recorded at fair value on the
consolidated balance sheets are categorized based
on the inputs to the valuation techniques as follows:

Level 1 inputs utilize quoted prices (unadjusted) in
active markets for identical assets or liabilities to
which we have access.

Level 2 inputs are inputs other than quoted prices
included in Level 1 that are observable for the asset
or liability, either directly or indirectly. Level 2 inputs
may include quoted prices for similar assets and
liabilities in active markets, as well as inputs that
are observable for the asset or liability (other than
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quoted prices), such as interest rates and vyield
curves that are observable at commonly quoted
intervals.

Level 3 inputs are unobservable inputs for the asset
or liability, which are typically based on an entity’s
own assumptions, as there is little, if any, related
market activity.

In instances where the determination of the fair
value measurement is based on inputs from different
levels of the fair value hierarchy, the level in the fair
value hierarchy within which the entire fair value
measurement falls is based on the lowest level input
that is significant to the fair value measurement in
its entirety. Our assessment of the significance of
a particular input to the fair value measurement in
its entirety requires judgment and considers factors
specific to the asset or liability.

USE OF ESTIMATES

The preparation of the financial statements requires
management to make a number of estimates and
assumptions that affect the reported amount of
assets and liabilities and the disclosure of contingent
assets and liabilities at the date of the financial
statements and the reported amounts of revenues
and expenses during the period. The most significant
estimates, as discussed within our Summary of
Significant Accounting Policies, pertain to the critical
assumptions utilized in testing real estate assets for
impairment, estimating the fair value of real estate
assets when an impairment event has taken place and
allocating the purchase price of acquired properties
to tangible and intangible assets based on their
respective fair values. Actual results could differ from
those estimates.

(3) SIGNIFICANT ACQUISITIONS AND
DISPOSITIONS

Acquisitions and dispositions during the years ended
December 31, 2012, 2011 and 2010 were completed
in accordance with our strategy to reposition our



investment concentration among product types and
further diversify our geographic presence. With the
exception of certain properties that have been sold
or classified as held for sale, the results of operations
for all acquired properties have been included in
continuing operations within our consolidated financial
statements since their respective dates of acquisition.

2012 ACQUISITIONS

We acquired 37 operating properties during the
year ended December 31, 2012. These acquisitions
consisted of three industrial properties near Chicago,
lllinois, two industrial properties in Columbus, Ohio,
one industrial property in Southern California,
two industrial properties in Northern California,
one industrial property in Atlanta, Georgia, one
industrial property in Houston, Texas and 27 medical
office properties in various markets. The following
table summarizes our allocation of the fair value of
amounts recognized for each major class of asset
and liability (in thousands) for these acquisitions:

The leases in the acquired properties had a weighted
average remaining life at acquisition of approximately
8.8 years.

2010 and 2011 ACQUISITIONS OF PREMIER
PORTFOLIO

We purchased twelve industrial and four office
buildings, as well as other real estate assets, during
the year ended December 31, 2011. These purchases
completed our acquisition of a portfolio of buildings
in South Florida (the “Premier Portfolio”), which
was placed under contract in 2010, and resulted in
cash payments to the sellers of $27.4 million, the
assumption of secured loans with a face value of
$124.4 million and the issuance to the sellers of 2.1
million Units with a fair value at issuance of $28.4
million (Note 11). These Units were converted to
shares of our common stock in early 2012, after a
mandatory one-year holding period.

On December 30, 2010, we purchased 38 industrial
buildings, one office building and other real estate
assets within the Premier Portfolio.

Real estate assets $ 668,149
Lease-related intangible assets 11,509
Other assets 5714 The following table summarizes our allocation of the
Total acquired assets 785,372 fair value of amounts recognized for each major class
Secured debt 100,826 of assets and liabilities related to the 55 properties
Other liabilities 1,928 and other real estate assets from the Premier Portfolio
Total assumed ilabilities 112,754 that have been purchased through December 31, 2011
Fair value of acquired net assets $ 672,618 (in thousands):
Acquired During Year Ended Acquired During Year Ended

December 31, 201 December 31, 2010 Total
Real estate assets $ 153,656 $ 249,960 $ 403,616
Lease-related intangible assets 25,445 31,091 56,536
Other assets 2,571 1,801 4,372
Total acquired assets 181,672 282,852 464,524
Secured debt 125,003 158,238 283,241
Other liabilities 4,284 4,075 8,359
Total assumed liabllities 129,287 162,313 291,600
Falr value of acquired net assets $ 52,385 $ 120,539 $ 172,924

The leases in the acquired properties had a weighted average remaining life at acquisition of approximately
3.5 years.
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OTHER 2011 ACQUISITIONS

In addition to our acquisition of the remaining properties
in the Premier portfolio, we also acquired 43 properties
during the year ended December 31, 201. These
acquisitions consisted of twelve bulk industrial properties
in Chicago, Ilinois, six bulk industrial properties in Raleigh,
North Carolina, three bulk industrial properties in Dallas,
Texas, three bulk industrial properties in Minneapolis,
Minnesota, two bulk industrial properties in Southern
California, one bulk industrial property in Phoenix,
Arizona, one bulk industrial property in Savannah,
Georgia, one bulk industrial property in Indianapotis,
indiana, one office property in Raleigh, North Carolina,
one office property in Indianapolis, Indiana, one office
property in Atlanta, Georgia and eleven medical office
properties in various markets. The following table
summarizes our allocation of the fair value of amounts
recognized for each major class of assets and liabilities (in
thousands) for these acquisitions:

Real estate assets $ 503,556

Lease-related intangible assets 70,994
Other assets 879
Total acquired assets 575,429
Secured debt 40,072
Other liabilities 8,300
Total assumed liabllities 48,372
Falr value of acquired net assets $ 527,057

The leases in the acquired properties had a
weighted average remaining life at acquisition of
approximately 6.7 years.

2010 ACQUISITION OF REMAINING
INTEREST IN DUGAN REALTY, L.L.C.

On July 1, 2010, we acquired our joint venture
partner's 50% interest in Dugan Realty, L.L.C.
(“Dugan”), a real estate joint venture that we had
previously accounted for using the equity method,
for a payment of $166.7 million. Dugan held $28.1
million of cash at the time of acquisition, which
resulted in a net cash outlay of $138.6 million. As
the result of this transaction we obtained all of
Dugan’s membership interests.
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At the date of acquisition, Dugan owned 106
industrial buildings totaling 20.8 million square
feet and 63 net acres of undeveloped land located
in Midwest and Southeast markets. Dugan had a
secured loan with a face value of $195.4 million
due in October 2010 and a secured loan with a face
value of $87.6 million due in October 2012, which
were both repaid at their scheduled maturity
dates (see Note 7).

The following table summarizes our allocation
of the fair value of amounts recognized for each
major class of assets and liabilities (in thousands):

Real estate assets $ 502,418
Lease-related intangible assets 107,155
Other assets 28,658
Total acquired assets 638,231
Secured debt 285,376
Other liabilities 20,243
Total assumed liabllities 305,619

Fair value of acquired net assets
(represents 100% interest) $ 332,612

We previously managed and performed other ancillary
services for Dugan’s properties and, as a result, Dugan
had no employees of its own and no separately
recognizable brand identity. As such, we determined
that the consideration paid to the seller, plus the fair
value of the incremental share of the assumed liabilities,
represented the fair value of the additional interest in
Dugan that we acquired, and that no goodwili or other
non-real estate related intangible assets were required
to be recognized through the transaction. Accordingly,
we also determined that the fair value of the acquired
ownership interest in Dugan equaled the fair value of
our existing ownership interest.

In conjunction with acquiring our partner’s ownership
interest in Dugan, we derecognized a $50.0 million
liability related to a put option held by our partners.
The put liability was originally recognized in October
2000, in connection with a sale of industrial properties
and undeveloped land to Dugan, at which point our
joint venture partner was given an option to put up to
$50.0 million of its interest in Dugan to us in exchange



for our common stock or cash (at our option). Our gain
on acquisition, considering the derecognition of the
put liability, was calculated as follows (in thousands):

Falr value of existing interest

(represents 50% interest) $ 166,306

Less:

Carrying value of investment in Dugan 158,591

Put option liability derecognized (50,000)
108,591

Gain on acquisition $ 57,715

OTHER 2010 ACQUISITIONS

In addition to the 39 Premier Portfolio properties
acquired in 2010 as discussed above, and the
acquisition of our partner’s ownership interest in
Dugan, we also acquired 13 additional properties
during the year ended December 31, 2010. These
acquisitions consisted of three bulk industrial
properties in Houston, Texas, two bulk industrial
and two office properties in South Florida, two bulk
industrial properties in Chicago, Illinois, one bulk
industrial property in Phoenix, Arizona, one bulk
industrial property in Nashville, Tennessee, one
bulk industrial property in Columbus, Ohio, and one
medical office property in Charlotte, North Carolina.

The following table summarizes our allocation
of the fair value of amounts recognized for each
major class of assets and liabilities (in thousands):

Real estate assets $ 254,014
Lease-related intangible assets 71,844
Other assets 3,652
Total acquired assets 329,510
Secured and unsecured debt 63,458
Other liabilities 5,645
Total assumed liabilitles 69,103
Falr value of acquired net assets $ 260,407

FAIR VALUE MEASUREMENTS

The fair value estimates used in allocating the
aggregate purchase price of each acquisition
among the individual components of real estate

assets and liabilities were determined primarily
through calculating the “as-if vacant” value of
each building, using the income approach, and
relied significantly upon internally determined
assumptions. We have determined these estimates
to have been primarily based upon Level 3 inputs,
which are unobservable inputs based on our
own assumptions. The range of most significant
assumptions utilized in making the lease-up and
future disposition estimates used in calculating
the “as-if vacant” value of each building acquired
during 2012 and 2011 are as follows:

2012 201
Low High Low High

Discount rate 713% 10.78% 6.40% 1.10%
Exit capitalization rate 5.75% 8.88% 4.80% 10.00%
Lease-up period (months) 6 36 9 36
Net rental rate per square

foot - Industrial $ 275 $ 762 $ 275 $670
Net rental rate per square

foot - Office $ - 3 - $ 861 $16.00
Net rental rate per square

foot -Medical Office $1320 $ 2614 $1375 $2762

ACQUISITION-RELATED ACTIVITY

The acquisition-related activity in our consolidated
Statements of Operations includes transaction costs for
completed acquisitions, which are expensed as incurred,
as well as gains or losses related to acquisitions where
we had a pre-existing ownership interest. Acquisition-
related activity for the years ended December 31, 2012,
201 and 2010 includes transaction costs of $4.2 million,
$2.3 million and $1.9 million, respectively.

DISPOSITIONS

We disposed of income-producing real estate assets
and undeveloped land and received net proceeds of
$138.1 miltion, $1.57 billion and $499.5 million in 2012,
2011 and 2010, respectively.

Included in the building dispositions in 2011 is the sale
of substantially all of our wholly-owned suburban
office real estate properties in Atlanta, Chicago,
Columbus, Dallas, Minneapolis, Orlando and Tampa,
consisting of 79 buildings that had an aggregate of
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9.8 million square feet to affiliates of Blackstone Real
Estate Partners. The sales price was approximately
$1.06 billion which, after settlement of certain
working capital items and the payment of applicable
transaction costs, was received in a combination of
approximately $1.02 billion in cash and the assumption
by the buyer of mortgage debt with a face value of
approximately $24.9 million.

Also included in the building dispositions in 2011 is
the sale of 13 suburban office buildings, totaling over
2.0 million square feet, to an existing 20%-owned
unconsolidated joint venture. These buildings were
sold to the unconsolidated joint venture for an
agreed value of $342.8 million, of which our 80%
share of proceeds totaled $273.7 million. Included in
the building dispositions in 2010 is the sale of seven
suburban office buildings, totaling over 1.0 million
square feet, to the same 20%-owned joint venture.
These buildings were sold to the unconsolidated joint
venture for an agreed value of $173.9 million, of which
our 80% share of proceeds totaled $139.1 million.

All other dispositions were not individually material.

(4) RELATED PARTY TRANSACTIONS

We provide property
management, leasing, construction and other tenant

management, asset

related services to unconsolidated companies in
which we have equity interests. We recorded the
corresponding fees based on contractual terms
that approximate market rates for these types of
services and we have eliminated our ownership
percentage of these fees in the consolidated
financial statements. The following table summarizes
the fees earned from these companies, prior to
elimination, for the years ended December 31, 2012,
201 and 2010, respectively (in thousands):

2012 201 2010
Management fees $ 1,018 $ 10,090 $ 7,620
Leasing fees 3,41 4,417 2,700
Construction and
development fees 4,739 6,711 10,257
(5) INVESTMENTS IN

UNCONSOLIDATED COMPANIES

As of December 31, 2012, we had equity interests
in 20 unconsolidated joint ventures that primarily
own and operate rental properties and hold land for
development.

Combined summarized financial information for the
unconsolidated companies as of December 31, 2012
and 201, and for the years ended December 31, 2012,
2011 and 2010, are as follows (in thousands):

2012 2011 2010
Rental revenue $ 291,534 $ 272937 $ 228,378
Net income $ 3,125 $ 10,709 $ 19,202

Land, buildings and tenant improvements, net
Construction in progress

Undeveloped land

Other assets

Indebtedness
Other liabilities

Owners' equity

$ 1,991,823 $ 2051412

61,663 12,208
175,143 177,742
289,173 309,409

$ 2517802 $§ 255077

$ 1,314,502 $ 1317554

70,519 71,241
1,385,021 1,388,795
1,132,781 1,161,976

$ 2,517,802 $ 2550771

Dugan (Note 3) generated $42.5 million in revenues and $6.4 million of net income in the six months of 2010 prior

to its July 1 consolidation.
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Our share of the scheduled principal payments
of long term debt for the unconsolidated joint
ventures for each of the next five years and
thereafter as of December 31, 2012 are as follows
(in thousands):

Year Future Repayments
2013 $ 19,387
2014 51,757
2015 69,834
2016 14,948
2017 ‘ 101,922
Thereafter 54,562
$ 412,410

(6) DISCONTINUED OPERATIONS
AND ASSETS HELD FOR SALE

The following table illustrates the number of properties
in discontinued operations:

Sold Sold Sold
Held For Sale at in in in

December 31, 2012 2012 2011 2010 Total

Office o] 10 93 n n4

Industrial 0 17 7 6 30

Medical

Office 2 0 0 o] 2

Retail 0 1 1 2 4
2 28 101 19 150

We allocate interest expense to discontinued
operations and have included such interest expense
in computing income from discontinued operations.
Interest expense allocable to discontinued operations
includes interest on any secured debt for properties
included in discontinued operations and an allocable
share of our consolidated unsecured interest expense
for unencumbered properties. The allocation
of unsecured interest expense to discontinued
operations was based upon the gross book value
of the unencumbered real estate assets included in
discontinued operations as it related to the total gross
book value of our unencumbered real estate assets.

The following table illustrates the operations of the
buildings reflected in discontinued operations for
the years ended December 31, 2012, 2011 and 2010,
respectively (in thousands):

2012 201 2010

Revenues $8,284 $19466 $248,024
Operating expenses (3,286) (89,123) (107,412)
Depreciation and amortization (3,454) (59,453) (84,139)

Operating income 1,544 45,590 56,473
Interest expense (3,093) (47,356) (63,556)
Loss before gain on sales (1,549) (1,766) (7,083)
Gain on sale of depreciable
properties 13,467 100,882 33,054

Income from

discontinued operations $11,918 $9916 $25,971

Dividends on preferred shares and adjustments for
the redemption or repurchase of preferred shares are
allocated entirely to continuing operations.

ALLOCATION OF NON CONTROLLING
INTERESTS

The following table illustrates the income (loss) attributable
to common shareholders from continuing operations
and discontinued operations, reduced by the allocation
of income or loss between continuing and discontinued
operations to the Units for the years ended December 31,
2012, 201 and 2010, respectively (in thousands):

2012 201 2010

Loss from continuing
operations attributable

to common shareholders $ (137,852) $ (65,064) $ (39,448)

Income from discontinued
operations attributable to
common shareholders 1,707 96,480 25,340

Net income (loss)
attributable to
common shareholders  $ (126,145) $ 31416 $ (14,108)
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PROPERTIES HELD FOR SALE

At December 31, 2012, we classified two in-service properties as held-for-sale, while at December 31, 2011, we classified 13
in-service properties as held-for-sale. The following table illustrates aggregate balance sheet information of these held-

for-sale properties (in thousands):

December 31, 2012 December 31, 201

Real estate investment, net $ 24,994 $ 49,735
Other assets 5,943 5,845
Total assets held-for-sale 30,937 $ 55,580
Accrued expenses 94 $ 254
Other liabilities 713 721
Total liabilities held-for-sale $ 807 $ 975
(7) INDEBTEDNESS
Indebtedness at December 31, 2012 and 2011 consists of the following (in thousands):
Weighted Weighted
Average Average
Interest Rate  Interest Rate
Maturity Date 2012 20n 2012 201
Fixed rate secured debt 2013 to 2027 6.19% 6.25% $ 1,149,541 $167,188
Variable rate secured debt 2014 to 2025 2.01% 0.21% 18,412 6,045
Fixed rate unsecured debt 2013 to 2028 617% 6.56% 2,993,217 2,616,063
Unsecured lines of credit 1.47% 114% 285,000 20,293
$ 4,446,170 $ 3,809,589

SECURED DEBT

As of December 31, 2012, our secured debt was
collateralized by rental properties with a carrying
value of $2.0 billion and by letters of credit in the
amount of $5.3 million.

The fair value of our fixed rate secured debt as of
December 31, 2012 was $1.3 billion. Because our
fixed rate secured debt is not actively traded in any
marketplace, we utilized a discounted cash flow
methodology to determine its fair value. Accordingly,
we calculated fair value by applying an estimate of the
current market rate to discount the debt’s remaining
contractual cash flows. Our estimate of a current
market rate, which is the most significant input in
the discounted cash flow calculation, is intended to
replicate debt of similar maturity and loan-to-value
relationship. The estimated rates ranged from 3.20%
to 4.70%, depending on the attributes of the specific
loans. The current market rates we utilized were
internally estimated; therefore, we have concluded
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that our determination of fair value for our fixed rate
secured debt was primarily based upon Level 3 inputs.

We assumed nine secured loans in conjunction with our
acquisition activity in 2012. These assumed loans had a
total face value of $96.1 million and fair value of $100.8
million. These assumed loans carry a weighted average
stated interest rate of 5.56% and a weighted average
remaining term at acquisition of 2.4 years. We used an
estimated market rate of 3.50% in determining the fair
value of these loans.

In June 2012, a newly formed consolidated subsidiary
borrowed $13.3 million on a secured note bearing
interest at a variable rate of LIBOR plus 2.50% (equal
to 2.71% for outstanding borrowings as of December 3],
2012) and maturing June 29, 2017.

During the year ended December 31, 2012, we repaid
five secured loans at their maturity dates totaling $102.1
million. These loans had a weighted average stated
interest rate of 6.08%.



We assumed 13 secured loans in conjunction with our
acquisition activity in 201. These acquired secured loans
had a total face value of $162.4 million and fair value
of $165.1 million. The assumed loans carry a weighted
average stated interest rate of 5.75% and a weighted
remaining term upon acquisition of 5.5 years. We used
estimated market rates ranging between 3.50% and
5.81% in determining the fair value of the loans.

UNSECURED NOTES

We took the following actions during 2012 and 2011 as it
pertains to our unsecured indebtedness:

* InOctober 2012, we repaid $50.0 million of medium
term notes, which had an effective interest rate of
5.45%, at their scheduled maturity date.

* In September 2012, we issued $300.0 million of
unsecured notes that bear interest at 3.875%,
have an effective rate of 3.925%, and mature on
October 15, 2022.

* In August 2012, we repaid $150.0 million of senior
unsecured notes, which had an effective interest
rate of 6.01%, at their scheduled maturity date.

* In July 2012, one of our consolidated subsidiaries
repaid $21.0 million of variable rate unsecured debt,
which bore interest at a rate of LIBOR plus 0.85%,
at its scheduled maturity date.

* In June 2012, we issued $300.0 million of senior
unsecured notes that bear interest at 4.375%,
have an effective rate of 4.466% and mature on
June 15, 2022,

* In December 201, we repaid $167.6 million of our
3.75% Exchangeable Notes at their scheduled
maturity date. Due to accounting requirements,
which required us to record interest expense on this
debt at a similar rate as could have been obtained
for non-convertible debt, this debt had an effective
interest rate of 5.62%.

* In August 2011, we repaid $122.5 million of senior
unsecured notes, which had an effective interest

Description

Maximum Capacity

rate of 5.69%, at their scheduled maturity date.

* In March 20N, we repaid $42.5 million of senior
unsecured notes, which had an effective interest
rate of 6.96%, at their scheduled maturity date.

At December 31, 2012, all of our unsecured notes bear
interest at fixed rates. We utilized broker estimates in
estimating the fair value of our fixed rate unsecured
debt. Our unsecured notes are thinly traded and, in
certain cases, the broker estimates were not based upon
comparable transactions. The broker estimates took into
account any recent trades within the same series of our
fixed rate unsecured debt, comparisons to recent trades
of other series of our fixed rate unsecured debt, trades of
fixed rate unsecured debt from companies with profiles
similar to ours, as well as overall economic conditions.
We reviewed these broker estimates for reasonableness
and accuracy, considering whether the estimates were
based upon market participant assumptions within the
principal and most advantageous market and whether
any other observable inputs would be more accurate
indicators of fair value than the broker estimates. We
concluded that the broker estimates were representative
of fair value. We have determined that our estimation
of the fair value of our fixed rate unsecured debt was
primarily based upon Level 3 inputs, as defined. The
estimated trading values of our fixed rate unsecured
debt, depending on the maturity and coupon rates,
ranged from 101.00% to 129.00% of face value.

The indentures (and related supplemental indentures)
governing our outstanding series of notes also require
us to comply with financial ratios and other covenants
regarding our operations. We were in compliance with
all such covenants as of December 31, 2012

UNSECURED LINE OF OF CREDIT

Our unsecured line of credit as of December 31, 2012 is
described as follows (in thousands):

Outstanding Balance at

Maturity Date December 31, 2012

Unsecured Line of Credit - DRLP $

850,000 December 2015  § 285,000
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The DRLP unsecured line of credit has an interest rate
on borrowings of LIBOR plus 1.25% (equal to 1.47% for
borrowings as of December 31, 2012) and a maturity
date of December 2015. Subject to certain conditions,
the terms also include an option to increase the facility
by up to an additional $400.0 million, for a total of up
to $1.25 billion.

This line of credit provides us with an option to obtain
borrowings from financial institutions that participate
in the line at rates that may be lower than the stated
interest rate, subject to certain restrictions.

This line of credit contains financial covenants that
require us to meet certain financial ratios and defined
levels of performance, including those related to total
fixed charge coverage, unsecured interest expense
coverage and debt-to-asset value (with asset value
being defined in the DRLP unsecured line of credit
agreement). As of December 31, 2012, we were in
compliance with all covenants under this line of credit.

To the extent that there are outstanding borrowings,
we utilize a discounted cash flow methodology in
order to estimate the fair value of our unsecured line of
credit. The net present value of the difference between

future contractual interest payments and future interest
payments based on our estimate of a current market
rate represents the difference between the book value
and the fair value. Our estimate of a current market
rate is based upon the rate, considering current market
conditions and our specific credit profile, at which we
estimate we could obtain similar borrowings. The
current market rate of 1.61% that we utilized was
internally estimated, therefore, we have concluded that
our determination of fair value for our unsecured line of
credit was primarily based upon Level 3 inputs.

Through July 2012, a consolidated subsidiary had an
unsecured line of credit that allowed for borrowings
up to $30.0 million and bore interest at a rate of LIBOR
plus 0.85%. This unsecured line of credit was used to
fund development activities within the consolidated
subsidiary and the outstanding balance of $20.3 million
was repaid at its maturity in July 2012.

CHANGE IN FAIR VALUE

As all of our fair value debt disclosures relied primarily
on Level 3 inputs, the following table summarizes the
book value and changes in the fair value of our debt
for the year ended December 31, 2012 (in thousands):

Book Value at Book Value at Fair Value at Adjustments Fair Value at
December 31, December 31, December 31, Issuances and to Fair December 31,
201 2012 2011 Assumptions Payoffs Value 2012
Fredrate V67188 5 1149541 § 1256331 § 100826 § (16319 $ 10639 $ 1251477
secured debt
Variable rate 6,045 18,412 6,045 13,336 (968) 27 18,386
secured debt
Unsecured 2,616,063 2,993,217 2,834,610 600,000 (222,846) 124,622 3,336,386
notes
Unsecured 20,293 285,000 20,244 285,000 (20,293) 681 285,632
lines of credit
Total $ 3809589 $ 4,446,070 $ 4Nn7,230 $ 999,162 $ (360,426) $ 135915 § 4,891,881
SCHEDULED MATURITIES AND Year Amount
INTEREST PAID 2013 $ 547732
2014 331,563
At December 31, 2012, the scheduled amortization 2015 679,945
and maturities of all indebtedness, excluding fair value 2016 544,840
and other accounting adjustments, for the next five 2017 566,61
Thereafter 1,768,944

years and thereafter were as follows (in thousands):
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The amount of interest paid in 2012, 2011 and 2010
was $246.1 million, $261.2 million and $246.5 million,
respectively. The amount of interest capitalized in
2012, 2011 and 2010 was $9.4 million, $4.3 million and
$11.5 million, respectively.

(8) SEGMENT REPORTING

We have four reportable operating segments at
December 31, 2012, the first three of which consist of the
ownership and rental of (i) industrial, (i) office and (iii)
medical office real estate investments. The operations of
our industrial, office and medical office properties, along
with our retail properties, are collectively referred to as
“Rental Operations.” Our retail properties, as well as any
other properties not included in our reportable segments,
do not by themselves meet the quantitative thresholds
for separate presentation as a reportable segment.
The fourth reportable segment consists of various real
estate services such as property management, asset
management, maintenance, leasing, development,
general contracting and construction management to
third-party property owners and joint ventures, and
is collectively referred to as “Service Operations.” Our
reportable segments offer different products or services
and are managed separately because each segment
requires different operating strategies and management
expertise.

During 2012, one of the quantitative thresholds was
triggered, which required our medical office property
operating segment to be presented as a separate
reportable segment. As such, our medical office properties
are presented as a separate reportable segment for the
years ended December 31, 2012, 2011 and 2010.

Other revenue consists of other operating revenues not
identified with one of our operating segments. Interest
expense and other non-property specific revenues and
expenses are not allocated to individual segments in
determining our performance measure.

We assess and measure our overall operating results
primarily based upon Funds From Operations
(“FFO”), which is an industry performance measure

that management believes is a useful indicator of
consolidated operating performance. FFO is used by
industry analysts and investors as a supplemental
operating performance measure of a REIT. The National
Association of Real Estate Investment Trusts (“NAREIT”)
created FFO as a non-GAAP supplemental measure
of REIT operating performance. FFO, as defined by
NAREIT, represents GAAP net income (loss), excluding
extraordinary items as defined under GAAP, gains or
losses from sales of previously depreciated real estate
assets, impairment charges related to depreciable real
estate assets, plus certain non-cash items such as real
estate asset depreciation and amortization, and after
similar adjustments for unconsolidated partnerships and
joint ventures. The most comparable GAAP measure is
net income (loss) attributable to common shareholders.
FFO attributable to common shareholders should not
be considered as a substitute for net income (loss)
attributable to common shareholders or any other
measures derived in accordance with GAAP and may not
be comparable to other similarly titled measures of other
companies. FFO is calculated in accordance with the
definition that was adopted by the Board of Governors
of NAREIT.

Historical cost accounting for real estate assets in
accordance with GAAP implicitly assumes that the value
of real estate assets diminishes predictably over time.
Since real estate values instead have historically risen
or fallen with market conditions, many industry analysts
and investors have considered presentation of operating
results for real estate companies that use historical
cost accounting to be insufficient by themselves.
Management believes that the use of FFO attributable
to common shareholders, combined with net income
(which remains the primary measure of performance),
improves the understanding of operating results of REITs
among the investing public and makes comparisons of
REIT operating results more meaningful. Management
believes that the use of FFO as a performance measure
enables investors and analysts to readily identify the
operating results of the long-term assets that form the
core of a REIT’s activity and assist them in comparing
these operating results between periods or between
different companies.
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We do not allocate certain income and expenses (“Non-
Segment Items,” as shown in the table below) to our
operating segments. Thus, the operational performance
measure presented here on a segment-level basis
represents net earnings, excluding depreciation
expense and the Non-Segment Items not allocated,
and is not meant to present FFO as defined by NAREIT.

The following table shows (i) the revenues for each of
the reportable segments and (i) a reconciliation of FFO
attributable to common shareholders to net income
(loss) attributable to common shareholders for the years
ended December 31, 2012, 2011 and 2010 (in thousands):

2012 201 2010
Revenues
Rental Operations:
Industrial $ 438,525 § 379030 % 280,538
Office 267,982 272,807 313,712
Medical Office 98,647 57,673 44,287
Non-reportable Rental Operations 21,794 21,829 19,912
General contractor and service fee revenue ("Service Operations”) 275,071 521,796 515,361
Total Segment Revenues 1,102,019 1,253,135 1,173,810
Other Revenue 7,421 1,544 1,094
Consolidated Revenue from continuing operations 1,109,440 1,264,679 1,184,904
Discontinued Operations 8,284 194,166 248,024
Consolidated Revenue $ 1mz724  $ 1,458,845 $ 1,432,928
Reconciliati f Funds From rations
Net earnings excluding depreciation and Non-Segment ltems
Industrial $ 327175 §$ 278315 $ 210,202
Office 155,456 160,530 185,914
Medical Office 65,932 35,450 28,177
Non-reportable Rental Operations 15,300 15,563 13,646
Service Operations 20,201 41,316 28,496
584,064 531174 466,435
Non-Segment Items:
Interest expense (245,170) (220,455) (186,407)
Impairment charges on non-depreciable properties - (12,931) (9,834)
Interest and other income 514 658 534
Other operating expenses (633) (1,237) (1,231)
General and administrative expenses (46,424) (43,07) (41,329)
Undeveloped land carrying costs (8,829) (8,934) (9,203)
Loss on debt transactions - - (16,349)
Acquisition-related activity (4,192) (1,188) 55,820
Income tax benefit 103 194 1126
Other non-segment income 3,728 6,131 8,132
Net (income) loss attributable to noncontrolling interests 1,891 (744) 536
Joint venture items 37,469 38,161 40,346
Dividends on preferred shares (46,438) (60,353) (69,468)
Adjustments for redemption/repurchase of preferred shares (5,730) (3,796) (10,438)
Discontinued operations 1,905 57,687 77,056
Noncontrolling interest share of FFO adjustments (7,054) (6,644) 777
FFO attributable to common shareholders 265,204 274,616 297,955
Depreciation and amortization on continuing operations (375,965) (326,226) (276,045)
Depreciation and amortization on discontinued operations (3,454) (59,453) (84,139)
Company'’s share of joint venture adjustments (34,702) (33,687) (34,674)
Earnings from depreciated property sales on continuing operations 344 68,549 39,662
Earnings from depreciated property sales on discontinued operations 13,467 100,882 33,054
Earnings from depreciated property sales - share of joint venture 1,907 91 2,308
Noncontrolling interest share of FFO adjustments 7,054 6,644 7,77
Net income (loss) attributable to common shareholders $ (126,145) $ 3416 3% (14,108)
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The assets for each of the reportable segments as of December 31, 2012 and 2011 are as follows (in thousands):

December 31, 2012 December 31, 2011
Assets

Rental Operations:
industrial $ 3,836,721 $ 3,586,250
Office 1,683,314 1,742,196
Medical Office 1,202,929 580,177
Non-reportable Rental Operations 175,197 209,056
Service Operations 162,219 167,382
Total Segment Assets 7,060,380 6,285,061
Non-Segment Assets 499,721 719,376
Consolidated Assets $ 7,560,101 $ 7,004,437

Tenant improvements and leasing costs to re-let rental
space that had been previously under lease to tenants
are referred to as second generation expenditures.
Building improvements that are not specific to any
tenant but serve to improve integral components of
our real estate properties are also second generation
expenditures. In addition to revenues and FFO,
we also review our second generation capital

expenditures in measuring the performance of our
individual Rental Operations segments. We review
these expenditures to determine the costs associated
with re-leasing vacant space and maintaining the
condition of our properties. Our second generation
capital expenditures by segment are summarized as
follows for the years ended December 31, 2012, 2011
and 2010 (in thousands):

2012 201 2010

nd Generation Capitat Expenditur:
Industrial $ 33,095 $ 34,872 $ 23,271
Office 30,092 63,933 65,203
Medical Office 641 410 183
Non-reportable Rental Operations segments 56 49 66
Total $ 63,884 $ 99,264 $ 88,723
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(9) LEASING ACTIVITY

Future minimum rents due to us under non-cancelable
operating leases at December 31, 2012 are as follows
(in thousands):

Year Amount
2013 $ 667,886
2014 628,433
2015 564,516
2016 499,342
2017 426,569
Thereafter 1,630,698
$ 4,417,444

In addition to minimum rents, certain leases require
reimbursements of specified operating expenses that
amounted to $174.2 million, $190.8 million and $190.0
million for the years ended December 31, 2012, 2011
and 2010, respectively.

(10) EMPLOYEE BENEFIT PLANS

We maintain a 401(k) plan for full-time employees.
We had historically made matching contributions up
toanamount equal to three percent of the employee’s
salary and may also make annual discretionary
contributions. We temporarily suspended the
Company’s matching program beginning in July
2009; however, it was reinstated in January 201
with matching contributions up to an amount equal
to two percent of the employee’s salary. Also, a
discretionary contribution was declared at the end
of 2012, 2011 and 2010. The total expense recognized
for this plan was $2.2 million, $2.5 million and $1.3
million for the years ended December 31, 2012, 201
and 2010, respectively.

We make contributions to a contributory health and
welfare plan as necessary to fund claims not covered
by employee contributions. The total expense we
recognized related to this plan was $7.5 million, $9.5
million and $10.4 million for 2012, 201 and 2010,
respectively. These expense amounts include estimates
based upon the historical experience of claims incurred
but not reported as of year-end.
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(11) SHAREHOLDERS’ EQUITY

We periodically use the public equity markets to fund
the development and acquisition of additional rental
properties or to pay down debt. The proceeds of
these offerings are contributed to DRLP in exchange
for an additional interest in DRLP.

Throughout 2012, we issued 22.7 million shares of
common stock pursuant to our at the market equity
program, generating gross proceeds of approximately
$322.2 million and, after considering commissions
and other costs, net proceeds of approximately $315.3
million. We paid $6.4 million in commissions related to
the sale of these common shares. The proceeds from
these offerings were used for acquisitions, general
corporate purposes and redemption of preferred
shares and fixed rate secured debt.

In March 2012, we redeemed all of the outstanding
shares of our 6.950% Series M Cumulative Redeemable
Preferred Shares at a liquidation amount of $168.3
million. Offering costs of $5.7 million were included
as a reduction to net loss attributable to common
shareholders in conjunction with the redemption of
these shares.

In July 2011, we redeemed all of the outstanding
shares of our 7.250% Series N Cumulative Redeemable
Preferred Shares at a liquidation amount of $108.6
million. Offering costs of $3.6 million were included
as a reduction to net income attributable to common
shareholders in conjunction with the redemption of
these shares.

In February 2011, we repurchased 80,000 shares
of our 8.375% Series O Cumulative Redeemable
Preferred Shares (“Series O Shares”). The Series O
Shares that we repurchased had a total redemption
value of $2.0 million and were repurchased for $2.1
million. An adjustment of approximately $163,000,
which included a ratable portion of original issuance
costs, was included as a reduction to net income
attributable to common shareholders.



In conjunction with the acquisition of the Premier
Portfolio (Note 3), we issued 2.1 million Units with
a fair value at issuance of $28.4 million, which were
included in noncontrolling interests until early 2012
when the Units were converted after a mandatory
one-year holding period.

In June 2010, we issued 26.5 million shares of
common stock for net proceeds of approximately
$298.1 million. The proceeds from this offering were
used for acquisitions, general corporate purposes
and repurchases of preferred shares and fixed rate
unsecured debt.

Throughout 2010, pursuant to the share repurchase
plan approved by our board of directors, we
repurchased 4.5 million shares of our Series O Shares.
The preferred shares that were repurchased had a
total face value of approximately $112.1 million, and
were repurchased for $118.8 million. An adjustment
of approximately $10.4 million, which included a
ratable portion of issuance costs, increased the net
loss attributable to common shareholders. All shares
repurchased were retired prior to December 31, 2010.

The following series of preferred shares were
outstanding as of December 31, 2012 (in thousands,
except percentage data):

Optional
Shares Dividend Redemption Ligquidation
Description Qutstanding Rate Date Preference
Series J Preferred 396 6.625% August 29, 2008 $ 99,058
Series K Preferred 598 6.500% February 13, 2009 $ 149,550
Series L Preferred 796 6.600% November 30, 2009 $ 199,075
Series O Preferred 712 8.375% February 22, 2013 $ 177,955

All series of preferred shares require cumulative distributions and have no stated maturity date (although we may
redeem all such preferred shares on or following their optional redemption dates at our option, in whole or in part).
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(12) STOCK BASED COMPENSATION

We are authorized to issue up to 10.5 million shares of
our common stock under our stock based employee
and non-employee compensation plans.

FIXED STOCK OPTION PLANS

On June 7, 2010, we completed a one-time stock
option exchange program, which was approved
by our shareholders at our annual meeting, to
allow the majority of our employees to surrender
for cancellation their outstanding stock options in
exchange for a lesser number of restricted stock units
(“RSUs”) based on both the fair value of the options
and the RSUs at the time of the exchange. As a result
of the program, 4.4 million options were surrendered
and cancelled and 1.2 million RSUs were granted.

The total compensation cost for the new RSUs, which
is equal to the unamortized compensation expense
associated with the related eligible unvested options
surrendered, will be recognized over the applicable
vesting period of the new RSUs. As the fair value of the
RSUs granted was less than the fair value of the eligible
options surrendered in exchange for the RSUs, each
measured on June 7, 2010, there was no incremental
expense recognized through the exchange program.
The most significant assumption used in estimating
the fair value of the surrendered options was the
assumption for expected volatility, which was 70%.
The volatility assumption was made based on both
historical experience and our best estimate of future
volatility. The assumption for dividend yield was 5%
while the assumptions for expected term and risk-free
rate varied based upon the remaining contractual lives
of the surrendered options.

Compensation expense recognized for fixed stock
option plans was insignificant during the years ended
December 31, 2012, 2011 and 2010.
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RESTRICTED STOCK UNITS

Under our 2005 Long-Term Incentive Plan and our
2005 Non-Employee Directors Compensation Plan
(collectively, the “Compensation Plans”) approved by
our shareholders in April 2005, RSUs may be granted to
non-employee directors, executive officers and selected
management employees. A RSU is economically
equivalent to a share of our common stock.

RSUs granted to employees generally vest 20% per
year over five years, have contractual lives of five years
and are payable in shares of our common stock with
a new share of such common stock issued upon each
RSU’s vesting. RSUs granted to existing non-employee
directors vest 100% over one year, and have contractual
lives of one year. RSUs granted on June 7, 2010 in
exchange for stock options will vest, depending on the
original terms of the surrendered options, over either
two or three years.

To the extent that a recipient of a RSU grant is not
determined to be retirement eligible, as defined by
the Compensation Plans, we recognize expense on a
straight-line basis over their vesting periods. Expense
is recognized immediately at the date of grant to the
extent a recipient is retirement eligible and expense is
accelerated to the extent that a participant will become
retirement eligible prior to the end of the contractual
life of granted RSUs.

The following table summarizes transactions for our
RSUs, excluding dividend equivalents, for 2012:

Welghted
Average

Number of Grant Date

Restricted Stock Units RSUs Fair Value
RSUs at December 31, 201 3,503,400 $ 1nN59
Granted 877,009 $ 1381
Vested (1,647,900) $ MN69
Forfeited (51,744) $ N84
RSUs at December 31, 2012 2,680,765 $ 1226

Compensation cost recognized for RSUs totaled $i1.5
million, $11.2 million and $9.0 million for the years ended
December 31, 2012, 2011 and 2010, respectively.



As of December 31, 2012, there was $14.1 million of
total unrecognized compensation expense related
to nonvested RSUs granted under the Plan, which is
expected to be recognized over a weighted average
period of 2.8 years.

(13) FINANCIAL INSTRUMENTS

We are exposed to capital market risk, such as
changes in interest rates. In an effort to manage
interest rate risk, we may enter into interest rate
hedging arrangements from time to time. We do not
utilize derivative financial instruments for trading or
speculative purposes.

The effectiveness of our hedges is evaluated
throughout their lives using the hypothetical
derivative method under which the change in fair
value of the actual swap designated as the hedging
instrument is compared to the change in fair value of
a hypothetical swap. We had no material interest rate
derivatives, when considering the fair value of the
hedging instruments, in any period presented.

(14) COMMITMENTS AND
CONTINGENCIES

We have guaranteed the repayment of $83.8 million
of economic development bonds issued by various
municipalities in connection with certain commercial
developments. We will be required to make payments
under our guarantees to the extent that incremental
taxes from specified developments are not sufficient
to pay the bond debt service. Management does not
believe that it is probable that we will be required
to make any significant payments in satisfaction of
these guarantees.

We also have guaranteed the repayment of secured
and unsecured loans of five of our unconsolidated
subsidiaries. At December 31, 2012, the maximum
guarantee these loans was
approximately $247.1 million. Included in our total

exposure for

guarantee exposure is a joint and several guarantee
of the loan agreement of the 3630 Peachtree joint
venture, which had a carrying amount of $17.3 million
on the balance sheet at December 31, 2012.

We lease certain land positions with terms extending
to October 2105, with a total obligation of $206.5
million. No payments on these ground leases, which
are classified as operating leases, are material in any
individual year.

We are subject to various legal proceedings and
claims that arise in the ordinary course of business.
In the opinion of management, the amount of any
ultimate liability with respect to these actions will
not materially affect our consolidated financial
statements or results of operations.

We own certain parcels of land that are subject to
special property tax assessments levied by quasi
municipal entities. To the extent that such special
the
discounted value of the full assessment is recorded

assessments are fixed and determinable,

as a liability. We have $12.5 million of such special
assessment liabilities, which are included within other
liabilities on our consolidated balance sheet as of
December 31, 2012.
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(15) SUBSEQUENT EVENTS

DECLARATION OF DIVIDENDS

Our board of directors declared the following
dividends at its regularly scheduled board meeting
held on January 30, 2013:

Quarterly

Class Amount/Share Record Date Payment Date
Common $ 0.170000 February 13, 2013 February 28, 2013
Preferred (per depositary share):

Series J $ 0.414063 February 13, 2013 February 28, 2013

series K 0.406250 February 13, 2013 February 28, 2013

Series L 0.412500 February 13, 2013 February 28, 2013
COMMON STOCK ISSUANCE be used to redeem all of our outstanding Series O

In January 2013, we completed a public offering of 41.4
million common shares, at an issue price of $14.25 per
share, resulting in gross proceeds of $590.0 million
and, after underwriting fees and estimated offering
costs, net proceeds of approximately $571.9 million.
A portion of the net proceeds from this offering
were used to repay all of the outstanding borrowings
under our existing revolving credit facility, which
had an outstanding balance of $285.0 million as of
December 31, 2012, and the remaining proceeds will
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Shares, which are redeemable as of February 22,
2013, and for general corporate purposes.

PREFERRED SERIES O REDEMPTION NOTICE

In January 2013, we called for redemption all 711,820
of our outstanding Series O Shares. The redemption
date is February 22, 2013 and the cash redemption
price for the Series O Shares is $178.0 million, or
$250.00 per share.



SELECTED QUARTERLY FINANCIAL INFORMATION

(Unaudited)

Selected quarterly information for the years ended December 31, 2012 and 2011 is as follows (in thousands,

except per share amounts):

Quarter Ended

2012 December 31 September 30 June 30 March 31
Rental and related revenue $ 220,988 $ 207,942 $ 203,930 $ 201,509
General contractor and service fee revenue $ 48,564 $ 93,932 $ 63607 $ 68,968
Net loss attributable to common shareholders $ (33043 % (28230) $ (28482 % (36,390)
Basic loss per common share $ 012 3 om 3 om 3 (0.4
Diluted loss per common share $ 012 3 om 3 om 3 (0.14)
Weighted average common shares 276,081 270,289 266,748 258,365
Weighted average common shares and potential dilutive

securities 276,081 270,289 266,748 258,365
20m December 31 September 30 June 30 March 31
Rental and related revenue $ 190,891 $ 183,689 $ 178977 $ 189,326
General contractor and service fee revenue $ 2178 % 127,708 $ 135363 % 146,547
Net income (loss) attributable to common shareholders $ 44965 $ (32,076) $ (29042) % 47,569
Basic income (loss) per common share $ 017 $ (0.13) $ (012) $ 019
Diluted income (loss) per common share $ 017 3 (0.13) $ (0.12) $ 0.9
Weighted average common shares 252,922 252,802 252,640 252,406
Weighted average common shares and potential dilutive

securities 259,872 252,802 252,640 258,837
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SUPPLEMENTAL PERFORMANCE MEASURES

Core Funds from Operations (“Core FFO”): Core
FFO is computed as FFO adjusted for certain items
that are generally non-cash in nature and that
materially distort the comparative measurement of
company performance over time. The adjustments
include impairment charges, tax expenses or benefit
related to (i) changes in deferred tax asset valuation
allowances, (ii) changes in tax exposure accruals that
were established as the result of the previous adoption
of new accounting principles, or (iii) taxable income
(loss) related to other items excluded from FFO or
Core FFO (collectively referred to as “other income
tax items”), gains (losses) on debt transactions,
adjustments on the repurchase of preferred stock,
gains (losses) on and related costs of acquisitions, and
severance charges related to overhead restructuring
activities. Although our calculation of Core FFO
differs from NAREIT’s definition of FFO and may not
be comparable to that of other REITs and real estate
companies, we believe it provides a meaningful
supplemental measure of our operating performance.

Adjusted Funds from Operations (“AFFO”): AFFO
is defined by the company as Core FFO (as defined
above), less recurring building improvements and
second generation capital expenditures (the leasing
of vacant space that had previously been under lease
by the company is referred to as second generation
lease activity), and adjusted for certain non-cash
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items including straight line rental income, non-
cash components of interest expense and stock
compensation expense, and after similar adjustments
for unconsolidated partnerships and joint ventures.

Same Property Performance: We include same-
property net operating income (NOI) information as a
property-level supplemental measure of performance.

Same-property NOI represents the year-over-year
percentage change in property level net operating
income for all properties that have been owned and
in service for at least 24 months and that did not
have any gross lease termination fee in excess of
$250,000 during the most recent 24 month period.
Net operating income is equal to property-level
FFO, straight-line rent, concession amortization and
market lease amortization.

We do not believe same-property NOI growth to be
a primary measure of overall company operating
performance; rather we utilize same-property NOI
growth as a supplemental measure to evaluate
property-level  performance. Same  property

information includes unconsolidated properties.

A description of the properties that are excluded from
our same-property measure is included on page 21 of
our December 31, 2012 supplemental information.



Funds From Operations, as defined
by NAREIT- Basic
Noncontrolling interest in income
(loss) of unitholders
Noncontrolling interest share
of adjustments
Other potentially dilutive securities
Funds From Operations-Diluted
Loss on debt transactions
Adjustments for redemption/
repurchase of preferred shares
Impairment charges -
non-depreciable properties
Acquisition-related activity
Other income tax items
Overhead restructuring charges
Core Funds From Operations - Diluted

Adjusted Funds From Operations
Core Funds From Operations - Diluted
Adjustments:
Straight-line rental income
Amortization of above/below
market rents and concessions
Stock based compensation
expense
Noncash interest expense
Second generation concessions
Second generation tenant
improvements
Second generation leasing
commissions
Building improvements

Adjusted Funds From Operations - Diluted

Dividends Declared Per Common Share

Payout Ratio of Adjusted Funds From
Operations - Diluted

RECONCILIATION OF FFO, CORE FFO & AFFO

Twelve Months Ended December 31

(Unaudited)
2012 20m 2010
Witd. Witd. Witd.
Avg. Per Avg. Per Avg. Per
Amount Shares Share Amount Shares Share Amount Shares Share
265,204 267,900 $0.99 274,616 252,694 $1.09 297,955 238,920 $1.25
(2,273) 4,829 859 6,904 (351 5,950
7,054 6,644 777
3,276 3,588 2,934
$ 269,985 276,005 $0.98 $ 282,119 263,186 $1.07 $ 305,375 247804 $1.23
- - 16,349
5,730 3,796 10,438
= 12,931 9,834
4,192 1,188 (55,820)
(103) (194) (1,126)
2,664 3,407 -
$ 282,468 276,005 $1.02 $ 303,247 263,186 $115 $ 285,050 247,804 $115
$ 282,468 276,005 $1.02 $ 303,247 263,186 $115 $ 285,050 247,804 $115
(24,759) (28,622) (18,320)
8,867 12,731 12,122
12,940 12,596 1,335
9,337 11,261 12,686
an3) (3,010) (4,214)
(28,258) (54,409) (58,346)
(25,027) (36,746) (37,841)
(6,842) (11,443) (13,469)
$ 227,613 276,005 $0.82 $ 205,605 263,86 $078 $ 189,003 247,804 $0.76
$ 0.680 $ 0.680 $ 0.680
82.9% 87.2% 89.5%
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RELATIVE PERFORMANCE OF DUKE REALTY TOTAL RETURN
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HOW TO REACH US

Corporate Headquarters

600 East 96th Street, Suite 100
Indianapolis, Indiana 46240
317.808.6000

Transfer Agent and Registrar

American Stock Transfer & Trust Company
59 Maiden Lane

New York, New York 10038

800.937.5449 or 718.921.8124
www.amstock.com

Investor Relations

Duke Realty Corporation

Attn: Investor Relations

600 East 96th Street, Suite 100
Indianapolis, Indiana 46240
317.808.6060 or 800.875.3366
317.808.6794 (fax)
IR@dukerealty.com
www.dukerealty.com

GENERAL INFORMATION

Duke Realty Corporation’s Direct Stock Purchase and
Dividend Reinvestment Plan provides shareholders with
an opportunity to conveniently acquire the Company’s
common stock. Shareholders may have all or part of
their cash dividends automatically reinvested, and may
make optional cash payments toward the purchase

of additional shares of common stock. Information
regarding the Plan may be obtained from our transfer
agent, American Stock Transfer & Trust Company,

at www.amstock.com or by calling 800.937.5449.

ELECTRONIC DEPOSIT OF DIVIDENDS

Registered holders of Duke Realty Corporation’s common
stock may have their quarterly dividends deposited to
their checking or savings account free of charge. Call the
Investor Relations department at 317.808.6060 to sign up
for this service.

MARKET PRICE AND DIVIDENDS

New York Stock Exchange: DRE

The following table sets forth the high, low and closing
sales prices of the Company’s common stock for the
periods indicated and the dividend paid per share
during such period.

2012

Quarter Ended High Low Close Dividend
December 31 $ 1593 $ 12n $ 1387 $ 0170
September 30 16.00 13.85 14.70 0170
June 30 15.31 13.06 14.64 0170
March 31 14.85 11.85 14.34 0170
20Mm

Quarter Ended High Low Close Dividend
December 31 $ 1277 $ 929 $ 1205 $ 0170
September 30 14.83 9.83 10.50 0170
June 30 15.63 1315 14.01 0.170
March 31 14.34 12.45 14.01 0.170

On January 30, 2013, the Company declared a quarterly cash
dividend of $0.17 per share, payable on February 28, 2013 to
common shareholders of record on February 13, 2013.

HOLDERS OF COMMON STOCK
As of February 22, 2013, there were 7,640 record holders
of the Company’s common stock.
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