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Philip L. Hawkins,
CEO

DEAR FELLOW SHAREHOLDERS 
Five years ago, DCT charted a course for success with the creation 

of our long-term strategic growth plan. Thanks to the excellent 

performance of our talented organization and the continued 

improvement of industrial real estate market fundamentals, 

DCT has navigated through another successful year in 2013, 

executing against our plan. For the third consecutive year, property 

occupancy, net operating income, Funds From Operations per share 

and most importantly, our share price each increased in 2013.

2013 2012 2011

Rental Revenues  $286,218  $236,839  $211,536 

Property Net Operating Income  $206,193  $170,449  $150,169 

Funds From Operations (FFO)*  $144,201  $118,061  $106,708 

FFO per Diluted Share*  $0.45  $0.42 $0.40

Total Consolidated Operating Year-end Sq. ft.  62,118 60,149 58,099

Total Consolidated Operating Year-end Occupancy 93.3% 92.3% 90.6%

FINANCIAL HIGHLIGHTS
amounts in thousands, except per share data

* Adjusted to exclude acquisition costs

Philip L. Hawkins,
CEO
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CONSISTENT 
STRATEGIC DIRECTION
Your Board and management team have been very focused on executing 
DCT’s strategic plan. While the plan is updated to incorporate changes 
in the economy and markets and to reflect our continued growth, it 
remains as relevant today as when it was first put in place. DCT’s key 
objective is to create value for our shareholders and deliver total returns 
that exceed the Industrial REIT Index. Our strategies to achieve this goal 
have been and continue to be:

•  Build and continually improve upon our strong market-based 
organization with industry-leading leasing, management, 
acquisition and development talents and outstanding local 
and national relationships.

•  Strive to maximize cash flow from our properties through 
aggressive leasing and proactive property management.

•  Focus both our people and capital in 13 major U.S. distribution 
markets characterized by deep and consistent tenant and 

 investor demand.

•  Leverage our local knowledge and relationships to successfully 
pursue and execute development, redevelopment and other value-
add opportunities that generate attractive risk-adjusted returns.

•  Actively manage our portfolio to identify and sell assets with 
 lower NOI and value-growth potential and redeploy that capital 
 into higher-growth acquisitions and development projects.

•  Maintain a strong, investment-grade balance sheet, giving DCT 
the capacity and financial flexibility to fund our investment and 
development growth and thrive in any economic climate.
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STRENGTHENING 
INDUSTRIAL MARKETS 
Driven by strong demand and limited new supply, industrial real estate 
markets continue to improve across the country. Vacancies are down 
significantly over last year, and effective rents are growing across all of 
our markets. Just as important, new supply remains in check, and is well 
below pre-recession levels—although it is beginning to increase and is 
something we watch closely.

Many factors are contributing to the current healthy demand for 
distribution and light industrial space in the United States:

•  Larger retailers and logistics companies, looking to improve 
efficiency, are upgrading and expanding their distribution space.

• The rapid growth of e-commerce sales and the increasing
 importance of timely delivery requires more distribution space.

•  The “manufacturing renaissance” in the United States, led in part 
by greater domestic energy availability, is increasing demand as 
higher manufacturing volume translates into more goods flowing 
through warehouses.

•  Improving economic conditions and the recovering housing 
industry have enabled small and medium sized users to be much 
more confident about their business and active in upgrading or 
expanding their space. 

These long-term demand drivers together with the gradual recovery 
of the U.S. economy—which I expect will continue for at least the next 
several years—leads me to be quite optimistic that tenant demand will 
remain strong and occupancy levels and rental rates will continue to 
improve in the year ahead and hopefully well beyond.  
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STRONG OPERATING 
PERFORMANCE 
Turning to our own portfolio, our market teams continue to do a great 
job leasing space, pushing rents and serving our customers. There 
is nothing more important we can do to add value than skillfully 
operate our portfolio. Our local teams stay very close to existing and 
prospective customers, as well as leasing brokers, to make sure we 
are in tune with their needs as well as with rapidly changing market 
conditions. This is a local business where results are created one 
customer or broker interaction at a time and where a well-established 
reputation for quickly and successfully responding to opportunities 
is the difference between success and failure. 

A few key metrics that highlight the positive results delivered  
by our market operating teams in 2013:

• The total consolidated operating occupancy of our portfolio 
 increased 100 basis points from 92.3% to 93.3%, the fourth 
 consecutive year of improvement.

• Net operating income on a same store basis increased 1.9% 
 on a GAAP basis and 4.9% on a cash basis.

• We retained 72.0% of our customers. 

• Effective rents on leases signed in 2013 exceeded 
 expiring rents by 6.6%.

Consolidated Operating 
Portfolio Occupancy
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ACTIVE AND 
SUCCESSFUL DEVELOPMENT 
One of the best decisions we made during the depths of the 
recession in 2009 was to build a strong development platform and 
begin buying key sites at a time when land prices were at historically 
low levels. We also took advantage of the opportunity to hire 
incredibly talented people. 

This investment in building an industry-leading development platform 
began to pay dividends in 2012, and continues to accelerate. In 2013, 
we stabilized six buildings with a total investment of $90.9 million and 
generating an anticipated first-year return of 8.3%. We also started 
construction on eight buildings totaling 2.9 million sq. ft., bringing our 
projects under development to $267.3 million as of December 31. 

These projects were 47% leased at year end, well ahead of our initial 
projections and are projected to generate an average stabilized GAAP 
return of 7.3%. These results translate into substantial value creation, 
as the returns are significantly above those achievable by buying 
similar, stabilized assets at market prices. C
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DCT AIRTEX INDUSTRIAL CENTER  
Houston, TX 

Recognizing an opportunity to expand its presence in Houston, 
DCT acquired a 13.0 acre land parcel in the highly desirable North 
submarket. Knowing that the project’s modern features and direct 
highway access differentiated it from the other buildings within 
the Houston area, DCT began construction on DCT Airtex Industrial 
Center, a 267,000 square foot cross-dock distribution building.   
Immediately, DCT Airtex Industrial Center attracted significant 
interest and shortly after the building was shell complete in October 
2013, a full-building lease was signed with B&G Foods, Inc.

The success of DCT Airtex Industrial Center is a testament to our 
market teams and their ability to anticipate opportunities and 
respond quickly. 
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DCT COMMERCE CENTER   
Miami, FL  

DCT successfully sourced an off-market opportunity to acquire 14.6 acres in 
the growing Airport West submarket of Miami. By utilizing local relationships, 
DCT was able to quickly secure the land parcel and begin development of 
DCT Commerce Center. The two-building project totals 334,000 sq. ft. and is 
ideally located, providing easy access to the Miami International Airport and 
major highways. 

Due to its state-of-the-art design and central location, DCT Commerce Center 
experienced strong tenant demand and 82% of the project was pre-leased 
prior to the completion of construction in April 2013—with the remaining 
square footage leased a few months later. 

0%

1 Build-to-suit for sale 
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Market Submarket Project Sq. Ft.
Percent 
Leased

Chicago I-55 DCT 55 604,000 66%

Houston North DCT Airtex Industrial Center 267,000 100%

Houston Northwest DCT Beltway Tanner Business Park  133,000 0%

Seattle South Kent Valley DCT Summer South Distribution Center 188,000 0%

Seattle South Kent Valley DCT White River Corporate Center Phase I  649,000 0%

Seattle South Kent Valley DCT Auburn 44 49,000 100%

Southern California Inland Empire West 8th & Vineyard A  130,000 N/A 1

Southern California Inland Empire West 8th & Vineyard B 99,000 0%

Southern California Inland Empire West DCT Rialto Logistics Center 928,000 0%

Southern California Inland Empire West Slover Logistics Center I  652,000 100%

Southern California Inland Empire West Slover Logistics Center II  610,000 100%

Total/Average 4,309,000 47%

Current Development Projects

Active Development Pipeline

Market Submarket Project
Anticipated  

Sq. ft. 

Atlanta I-20 West DCT River West 733,000

Atlanta Northeast North Satellite Distribution Center 532,000

Houston North DCT Airtex Industrial Center II 125,000

Houston Northwest DCT Northwest Crossroads Logistics Centre Phase I 385,000

Houston Northwest DCT Northwest Crossroads Logistics Centre Phase II 337,000

Seattle South Kent Valley DCT White River Corporate Center Phase II 355,000

Southern California Inland Empire West 8th & Vineyard C 55,000

Southern California Inland Empire West 8th & Vineyard D 61,000

Southern California Inland Empire West 8th & Vineyard E 39,000

Southern California Inland Empire West DCT Jurupa Ranch 970,000

Orlando Southeast ADC North Phase II Building C 97,000

Miami Southeast Broward County Seneca Commerce Center Phase I 188,000

Miami Southeast Broward County Seneca Commerce Center Phase II 189,000

Miami Southeast Broward County Seneca Commerce Center Phase III 189,000

Total  4,257,000  
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IMPROVING OUR PORTFOLIO—
ACQUISITIONS AND 
DISPOSITIONS
Our market teams acquired $360 million of assets in 2013, the fourth 
consecutive year in which we have been active buyers. We continue 
to find acquisition opportunities that allow us to further improve the 
growth profile and quality of our portfolio. In pursuing acquisitions, 
we have a bias toward assets that provide additional value and NOI 
upside through leasing vacancy or addressing near-term rollover and/
or redevelopment—although we are also happy to buy stabilized assets, 
which provide longer-term growth through future rental rate upside.
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1 Represents purchase price excluding acquisition costs ($mm)

– Value-add – StabilizedACQUISITIONS SINCE 20111
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Portfolio Repositioning
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Market Submarket(s) Sq. Ft.
Occupancy at 

Acquisition
Occupancy 
at 12/31/13

Atlanta Airport and Northwest  684,000 96% 100%

Charlotte Southwest  472,000 100% 100%

Chicago I-55 Corridor,  City South (I-55), Elgin, O’Hare  2,209,000 80% 86%

Dallas
DFW Airport, Great Southwest,  Northwest and 
South Stemmons

 506,000 97% 95%

Houston North  88,000 100% 100%

Miami North Central Dade  211,000 100% 100%

New Jersey Meadowlands and Newark  308,000 97% 97%

Northern California I-880 Corridor and Sacramento  439,000 100% 100%

Pennsylvania Harrisburg and Lehigh Valley  1,275,000 45% 98%

Phoenix Tempe/Airport  308,000 100% 100%

Seattle Kent Valley  39,000 100% 100%

Southern California Inland Empire West and Mid-Counties  583,000 100% 100%

Total/Average 7,122,000 83.3% 94.5%

Assets Acquired in 2013



As with our development program, our acquisitions are generating 
favorable, risk-adjusted returns as a result of investing both our 
employees’ talents and the Company’s capital. One of the many positive 
attributes of the current market environment is that real estate investors 
are pricing risk accurately—if not underpricing it. This is not always 
true in our business, but as long as we are well compensated for taking 
on leasing and redevelopment risk, and market fundamentals remain 
favorable, we will continue to pursue value-creation opportunities 
consistent with our overall investment objectives. 

We strengthen our portfolio not just through development and 
acquisitions, but also through dispositions. We continually assess each 
of our assets and evaluate expected returns over a five-year period. We 
then make hold/sell decisions based on projected NOI and asset value 
growth. As a result of this rigorous portfolio management process and 
further helped by strong investor demand for industrial assets, we sold 
$266 million in 2013, an increase of $111 million over 2012. We have a 
higher-quality portfolio with better growth prospects as a result of these 
efforts and the process of continually culling the bottom portion of our 
portfolio will remain a key element of our approach to running DCT.

Of particular strategic importance, we were successful in selling 
our entire Mexico portfolio in October. DCT owned 15 buildings 
located in five different Mexican cities. Lacking the presence to be a 
relevant competitor south of the border and thanks to a substantial 
improvement in Mexican real estate investment markets, we 
successfully sold our entire portfolio to a Mexico-based company 
at a sizable profit allowing us to focus our Company exclusively on 
the United States. 

A key objective of DCT is to focus our portfolio on 13 large U.S. markets, 
with a particular emphasis on coastal markets given strong demand 
as well as both natural and governmental constraints on new supply. 
Reflecting our success over the past four years in acquiring, developing 
and selling assets, we have increased the percentage of rents coming 
from our focus markets from 62% to 80% and in coastal markets from 
32% to 45%. 

1 Represents sale price ($mm)

Disposition Summary

Dispositions since 20111
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INVESTMENT-GRADE 
BALANCE SHEET  
We have built a successful and profitable business focused on 
operating, developing and acquiring quality distribution buildings. 
However, neither our past nor future business success would be 
possible without a strong balance sheet. This has always been a 
priority for the Company, and we made tremendous progress in 2013 
toward further strengthening our financial capacity and flexibility. 
The most significant of these accomplishments was obtaining 
investment-grade bond ratings from both Moody’s and Standard 
& Poor’s—the end result of a five-year process to prepare the 
Company for this important event. 

These favorable ratings allowed us to issue our first publicly traded 
bonds in October. The 10-year bonds carry a very attractive 4.5% 
interest rate and represent a new source of capital for DCT. Demand 
for our initial bond offering was very strong, reflecting the quality of 
both our balance sheet and Company. 

ON COURSE 
FOR A BRIGHT FUTURE 
We are fortunate to have a very talented team of people at DCT 
whose dedication and sacrifices have translated into sector-leading 
results. We also have a great Board of Directors that works hard and 
is available on a moment’s notice when I need their advice or input on 
any matter. They have been particularly diligent in the development 
and ongoing execution of our strategic plan and without their guidance 
and support, DCT would not be in the enviable position we are today.   

2013 was a very productive year for DCT. The strategic course we 
charted more than five years ago—to build a talented, market-centric 
organization; aggressively upgrade our portfolio; focus on fewer 
markets; create value through development and redevelopment 
of assets; and maintain a strong balance sheet—has generated 
tremendous results in terms of operating performance and stock 
price appreciation. Our financially strong Company and talented 
organization bode well for our future success. I am very pleased 
with our accomplishments in 2013, but am more excited about the 
prospects for continued growth in 2014 and beyond. 

On behalf of all DCT employees, thank you for your investment 
in the Company.  

Philip L. Hawkins
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Financial Reconciliation

For the Years Ended December 31For the Years Ended December 31

This report contains forward-looking statements within the meaning of the Federal securities laws. Exercise caution in interpreting and relying on forward-looking statements because they 

involve known and unknown risks, uncertainties and other factors that are, in some cases, beyond the Company’s control and could materially affect actual results, performance or achievements. 

These factors include, without limitation, unforeseen increases in development costs, the general economic climate in the United States and where the Company owns and develops properties, 

financing risks, natural disasters and other risks and uncertainties detailed from time to time in the Company’s filings with the Securities and Exchange Commission.

18 19

Reconciliation of loss from continuing operations to NOI: 2013 2012 2011

Loss from continuing operations  $     (9,251)   $     (28,540)  $     (42,503)

Income tax expense and other taxes  68  671  132 

Interest and other (income) expense  (274)  (85)  93 

Interest expense  63,394  69,274  63,645 

Equity in (earnings) loss of unconsolidated joint ventures, net  (2,405)  (1,087)  2,556 

General and administrative  28,010  25,763  25,251 

Real estate related depreciation and amortization  130,002  109,993  103,333 

Impairment losses on investments in unconsolidated joint ventures – –  1,953 

Development profit  (268)  (307) –

Casualty and involuntary conversion gain  (296)  (1,174) –

Institutional capital management and other fees  (2,787)  (4,059)  (4,291)

Total GAAP net operating income  $     206,193  $     170,449  $     150,169 

Less net operating income - non-same store properties  (37,936)  (5,921)

Same store GAAP net operating income  168,257  164,528 

Less revenue from lease terminations  (1,057)  (491)

Same store GAAP net operating income, excluding revenue from 
lease terminations

 167,200  164,037 

Less straight-line rents, net of related bad debt expense  (799)  (5,752)

Less amortization of above/(below) market rents  (1,125)  (688)

Same store cash net operating income, excluding revenue from lease terminations  $     165,276  $     157,597 

Net operating income growth (excluding revenue from lease terminations) 1.9% –

Cash net operating income growth (excluding revenue from lease terminations) 4.9% –

 Reconciliation of net income (loss) attributable to common 
stockholders to Funds From Operations:

2013 2012 2011

Net income (loss) attributable to common stockholders  $       15,870 $       (15,086)  $      (25,250)

Adjustments:    

Real estate related depreciation and amortization  137,120 126,687  128,989 

Equity in (earnings) loss of unconsolidated joint ventures, net  (2,405)  (1,087)  2,556 

Equity in FFO of unconsolidated joint ventures  10,152  10,312  4,732 

Impairment losses on depreciable real estate  13,279  11,422  10,160 

Gain on dispositions of real estate interests   (33,650)  (13,383)  (12,030)

Gain on dispositions of non-depreciable real estate  31 – –

Noncontrolling interest in the above adjustments   (8,211)  (12,522)  (14,252)

FFO attributable to unitholders  8,437  9,743  9,901 

FFO attributable to common stockholders and unitholders:  $     140,623  $     116,086  $     104,806 

   

Adjustments:

Acquisition costs  3,578  1,975  1,902

FFO, as adjusted, attributable to common stockholders and unitholders – 
basic and diluted

 $     144,201  $     118,061  $     106,708

  

FFO per common share and unit — basic and diluted $            0.44  $             0.41  $            0.39

FFO, as adjusted, per common share and unit — basic and diluted  $            0.45  $            0.42  $            0.40

FFO weighted average common shares and units outstanding:

 FFO weighted average common shares, participating securities and units 
outstanding – basic

 320,310  280,085  269,502

 FFO weighted average common shares, participating securities and units 
outstanding – diluted

 321,203  280,708  269,951
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DCT Industrial Trust Inc. is a leading real estate company 

specializing in the acquisition, development, leasing and 

management of bulk distribution and light industrial 

properties located in high-volume distribution markets 

in the United States.

 

Our properties consist of high-quality, bulk distribution 

warehouses and light industrial buildings. We target 

properties for acquisition or development based on their 

convenient access to major transportation arteries, proximity 

to densely populated markets and quality design standards 

that allow our customers’ efficient use and operation. 

We invite you to visit our website to read more about our 

rich history, experienced management team and 

opportunities for you to become part of it.

DCT Industrial Trust Inc.

Corporate Headquarters

518 17th Street, 8th Floor

Denver, CO 80202

Tel 303.597.2400

www.dctindustrial.com


