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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

x ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For fiscal year ended December 31, 2009

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934.
COMMISSION FILE NO. 1-6622

WASHINGTON REAL ESTATE INVESTMENT TRUST
(Exact name of registrant as specified in its charter)

MARYLAND 53-0261100
(State of incorporation) (IRS Employer Identification Number)

6110 EXECUTIVE BOULEVARD, SUITE 800, ROCKVILLE, MARYLAND 20852
(Address of principal executive office) (Zip code)

Registrant�s telephone number, including area code: (301) 984-9400

Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class Name of exchange on which registered
Shares of Beneficial Interest New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.    YES  x    NO  ¨
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Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.    YES  ¨    NO  x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or such shorter period that the registrant was required to file such reports) and (2) has been subject to
such filing requirements for the past ninety (90) days.    YES  x    NO  ¨

Indicate by checkmark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).    YES  ¨    NO  ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of the registrant�s knowledge in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K.  x

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See definition of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer  x            Accelerated filer  ¨            Non-accelerated filer  ¨            Smaller reporting company  ¨

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).    YES  ¨    NO  x

As of June 30, 2009, the aggregate market value of such shares held by non-affiliates of the registrant was approximately $1,293,242,069 (based
on the closing price of the stock on June 30, 2009).

As of February 25, 2010, 59,818,318 common shares were outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of our definitive Proxy Statement relating to the 2010 Annual Meeting of Shareholders, to be filed with the Securities and Exchange
Commission, are incorporated by reference in Part III, Items 10-14 of this Annual Report on Form 10-K as indicated herein.
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PART I

ITEM 1: BUSINESS
WRIT Overview

Washington Real Estate Investment Trust (�we� or �WRIT�) is a self-administered, self-managed, equity real estate investment trust (�REIT�)
successor to a trust organized in 1960. Our business consists of the ownership and operation of income-producing real property in the greater
Washington metro region. We own a diversified portfolio of office buildings, medical office buildings, industrial/flex properties, multifamily
buildings and retail centers.

We believe that we qualify as a REIT under Sections 856-860 of the Internal Revenue Code and intend to continue to qualify as such. To
maintain our status as a REIT, we are required to distribute 90% of our ordinary taxable income to our shareholders. When selling properties, we
have the option of (a) reinvesting the sales proceeds of properties sold, allowing for a deferral of income taxes on the sale, (b) paying out capital
gains to the shareholders with no tax to us or (c) treating the capital gains as having been distributed to our shareholders, paying the tax on the
gain deemed distributed and allocating the tax paid as a credit to our shareholders.

Over the last five years, dividends paid per share have been $1.73 for 2009, $1.72 for 2008, $1.68 for 2007, $1.64 for 2006 and $1.60 for 2005.

Our geographic focus is based on two principles:

1. Real estate is a local business and is more effectively selected and managed by owners located, and with expertise, in the region.

2. Geographic markets deserving of focus must be among the nation�s best markets with a strong primary industry foundation and
diversified enough to withstand downturns in their primary industry.

We consider markets to be local if they can be reached from Washington within two hours by car. While we have historically focused most of
our investments in the greater Washington metro region, in order to maximize acquisition opportunities we will consider investments within the
two-hour radius described above. We also may consider opportunities to duplicate our Washington-focused approach in other geographic
markets which meet the criteria described above.

All of our officers and employees live and work in the greater Washington metro region and all but one of our officers have over 20 years of
experience in this region.

This section includes or refers to certain forward-looking statements. You should refer to the explanation of the qualifications and limitations on
such forward-looking statements beginning on page 50.

The Greater Washington Metro Area Economy

In 2009, the national economic recession negatively affected the Washington metro region, evidenced by negative job growth and a decrease in
gross regional product (�GRP�). Current estimates by Delta Associates / Transwestern Commercial Services (�Delta�), a national full service real
estate firm that provides market research and evaluation services for commercial property, indicate that the Washington metro region lost 24,000
jobs in twelve months ending October 2009. The region�s unemployment rate was 6.2% at October 2009, up from 4.1% in the prior year.
However, it still remains the lowest rate among all of the nation�s largest metro areas. In addition, the region�s unemployment rate is well below
the national average of 10.0% in November 2009. The government, education/health and professional/business services sectors experienced
positive job growth, while the other sectors recorded job losses. The Center for Regional Analysis at George Mason University (�CRA�) estimates
that the Washington area�s GRP decreased by 0.5% in 2009, which is less severe than the estimated national decline of 2.5%. Approximately
one-third of the area�s GRP was generated by the federal government.

CRA expects growth in the Washington metro region to be slow as the region and the nation recover from the severe economic conditions.
According to CRA, the Washington Leading Index, which forecasts area economic performance over the next 18 months, is 107.0, as of
September 2009, which is above the 20-year average of 102.6. CRA also forecasts GRP for the Washington metro region to increase by 2.7% in
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2010. This compares to a national GRP projection of 2.5%. CRA forecasts job growth in the region to increase in 2010 and 2011, adding 24,900
and 34,900 new jobs, respectively, compared to the 15-year annual average of 52,100.
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Greater Washington Metro Region Real Estate Markets

The Association of Foreign Investors in Real Estate (�AFIRE�) has publicized that it now considers Washington, DC as the top U.S. city for real
estate investment. The area�s economy has translated into stronger relative real estate market performance in each of our segments, compared to
other national metropolitan regions, as reported by Delta. Despite our region�s strength in comparison to other metropolitan regions, we believe
the potential exists in the current economic environment for continued downward pressure on rents in 2010. Market statistics and information
from Delta are set forth below:

Office and Medical Office Sectors

� Average effective rents decreased 6.9% in 2009 in the region compared to an increase of 0.1% in 2008.

� Vacancy was 13.0% at year-end 2009, up from 10.6% at year-end 2008 and 9.1% at year-end 2007.

� The region has the fourth lowest vacancy rate of large metro areas in the United States.

� Net absorption (defined as the change in occupied, standing inventory from one period to the next) totaled 0.6 million square feet in
2009, down from 3.4 million square feet in 2008 and a 7.5 million square foot long-term average.

� Of the 5.7 million square feet of office space under construction at year-end 2009 (down from 15.4 million square feet at year-end
2008), 48% is pre-leased compared to 26% one year ago.

Retail Sector

� Rental rates at grocery-anchored centers decreased 5.8% in the region in 2009, from the 1.7% increase in 2008.

� Vacancy rates increased to 5.6% at year-end 2009 from 3.7% at year-end 2008.

� Total retail sales decreased by 7% in 2009 as compared to a 3% decrease in 2008.
Multifamily Sector

� Rents for all investment grade apartments decreased 2.0% in the greater Washington metro region during 2009. Class A rents
declined by 1.7% in 2009 compared to growth of 0.1% in 2008.

� The vacancy rate for all apartments was 4.3% at year-end 2009, the same as year-end 2008. The national rate was 7.6% at year-end
2009, which places the Washington metro region as one of the lowest vacancy rates of any metro area in the nation. Class A vacancy
decreased to 3.6% at year-end 2009 from 4.4% at year-end 2008.

Industrial/Flex Sector

Edgar Filing: WASHINGTON REAL ESTATE INVESTMENT TRUST - Form 10-K

Table of Contents 6



� Rental rates for the industrial sector decreased 4.3% in the Washington metro region in 2009 compared to an increase of 0.3% in
2008.

� Overall vacancy was 11.4% at year-end 2009, up from 10.1% at year-end 2008.

� Net absorption was a negative 2.3 million square feet, compared to a positive 4.4 million square feet in 2008.

� Of the 1.1 million square feet of industrial space under construction at year-end 2009, 41% was pre-leased, compared to 30% of
space under construction that was pre-leased at year-end 2008.
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Our Portfolio

As of December 31, 2009, we owned a diversified portfolio of 90 properties consisting of 27 office properties, 18 medical office properties, 14
retail centers, 11 multifamily properties, 20 industrial/flex properties and land for development. Our principal objective is to invest in high
quality properties in prime locations, then proactively manage, lease and direct ongoing capital improvement programs to improve their
economic performance. The percentage of total real estate rental revenue by property group for 2009, 2008 and 2007, and the percent leased,
calculated as the percentage of physical net rentable area leased, as of December 31, 2009, were as follows:

Percent Leased(1)
Real Estate Rental

Revenue*
December 31, 2009 2009 2008 2007

91% Office 44% 42% 41% 
89%(2) Medical office 15 16 15
96% Retail 14 15 17
96% Multifamily 15 13 13
85% Industrial 12 14 14

100% 100% 100% 

(1) Data excludes discontinued operations.
(2) Reflects the acquisition of Lansdowne Medical Office Building during the third quarter of 2009. This property was vacant as of December 31,

2009.
On a combined basis, our commercial portfolio (i.e. our office, medical office, retail and industrial properties, but not our multifamily properties)
was 90% leased at December 31, 2009, 94% leased at December 31, 2008 and 97% leased at December 31, 2007.

The commercial lease expirations for the next five years are as follows:

# of
Leases Square Feet

Gross Annual
Rent

Percentage of
Total Gross
Annual Rent

2010 297 1,550,000 $ 33,409,000 14% 
2011 292 1,489,000 33,552,000 14
2012 212 1,187,000 26,688,000 11
2013 175 1,300,000 28,369,000 12
2014 143 1,073,000 28,935,000 12
2015 and thereafter 351 2,943,000 90,308,000 37

Total 1,470 9,542,000 $ 241,261,000 100% 

Total real estate rental revenue from continuing operations was $306.9 million for 2009, $278.7 million for 2008 and $248.9 million for 2007.
During the three year period ended December 31, 2009, we acquired four office buildings, six medical office buildings, one multifamily building
and two industrial/flex properties. We also placed into service from development one office building and two multifamily buildings. During that
same time frame, we sold three office buildings, one multifamily building and four industrial/flex properties. These acquisitions and dispositions
were the primary reason for the shifting of each group�s percentage of total real estate rental revenue reflected above.

No single tenant accounted for more than 3.2% of real estate rental revenue in 2009, 3.5% of revenue in 2008 and 3.6% of revenue in 2007. All
federal government tenants in the aggregate accounted for approximately 2.0% of our 2009 total revenue. Federal government tenants include
the Department of Defense, U.S. Patent and Trademark Office, Federal Bureau of Investigation, Office of Personnel Management, Secret
Service, Federal Aviation Administration, NASA and the National Institutes of Health. Our larger non-federal government tenants include the
World Bank, The Advisory Board Company, INOVA Health System, IBM Corporation, Patton Boggs LLP, Sunrise Senior Living, Inc., URS
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Corporation, Lafarge North America, Inc., and Children�s National Medical Center.

We expect to continue investing in additional income-producing properties. We invest in properties which we believe will increase in income
and value. Our properties typically compete for tenants with other properties throughout the respective areas in which they are located on the
basis of location, quality and rental rates.

In prior years, we have been engaged in significant ground-up development in order to further strengthen our portfolio with long-term growth
prospects. In 2007 and 2008, we completed construction on three ground-up development projects. The first was Bennett Park, a 224-unit
multifamily property located in Arlington, VA, with the majority of
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units delivered by the end of 2007. The second development project was The Clayborne Apartments, a 74-unit multifamily property located in
Alexandria, VA. All of the units at Clayborne were delivered during the first quarter of 2008. Bennett Park and Clayborne were 98% and 95%
leased, respectively, at December 31, 2009. The third development project was Dulles Station, a Class A office property located in Herndon,
VA. Dulles Station is entitled for two office buildings totaling 540,000 square feet. The first 180,000 square foot office building was completed
in the third quarter 2007, and was 91% leased at December 31, 2009. Construction of the 360,000 square foot second building remains in the
planning phase.

We make capital improvements on an ongoing basis to our properties for the purpose of maintaining and increasing their value and income.
Major improvements and/or renovations to the properties in 2009, 2008, and 2007 are discussed under the heading �Capital Improvements and
Development Costs.�

Further description of the property groups is contained in Item 2, Properties and in Schedule III. Reference is also made to Item 7, Management�s
Discussion and Analysis of Financial Condition and Results of Operations.

On February 25, 2010, we had 301 employees including 226 persons engaged in property management functions and 75 persons engaged in
corporate, financial, leasing, asset management and other functions.

Tax Treatment of Recent Disposition Activity

We sold several properties during the three year period ended December 31, 2009. All disclosed gains on sale are calculated in accordance with
U.S. generally accepted accounting principles (�GAAP�).

In May 2009, we sold a multifamily property, Avondale Apartments, for a gain of $6.7 million. In July 2009, we sold an industrial property,
Tech 100 Industrial Park, for a gain of $4.1 million. In July 2009, we sold an office property, Brandywine Center, for a gain of $1.0 million. In
November 2009, we sold another industrial property, Crossroads Distribution Center, for a gain of $1.5 million. The capital gains from the sales
were paid out to shareholders.

In June 2008, we sold two industrial properties, Sullyfield Center and The Earhart Building, for a gain of $15.3 million. The capital gains from
the sales were paid out to shareholders.

In September 2007, we sold two office properties, Maryland Trade Centers I and II, for a gain of $25.0 million. The proceeds from the sales
were reinvested in replacement properties.

We distributed all of our 2009, 2008 and 2007 ordinary taxable income to our shareholders. No provision for income taxes was necessary in
2009, 2008 or 2007.

Availability of Reports

Copies of this Annual Report on Form 10-K, as well as our Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and any
amendments to such reports are available, free of charge, on the Internet on our website www.writ.com. All required reports are made available
on the website as soon as reasonably practicable after they are electronically filed with or furnished to the Securities and Exchange Commission.
The reference to our website address does not constitute incorporation by reference of the information contained in the website and such
information should not be considered part of this document.

ITEM 1A: RISK FACTORS
Set forth below are the risks that we believe are material to our shareholders. We refer to the shares of beneficial interest in WRIT as our
�common shares,� and the investors who own shares as our �shareholders.� This section includes or refers to certain forward-looking
statements. You should refer to the explanation of the qualifications and limitations on such forward-looking statements beginning on page 50.

Further disruptions in the financial markets could affect our ability to obtain financing or have other adverse effects on us or the
market price of our common shares.
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The United States and global equity and credit markets recently experienced significant price volatility and liquidity disruptions which caused
the market prices of stocks to fluctuate substantially and the spreads on prospective debt financings to widen considerably. These circumstances
significantly negatively impacted liquidity in the financial markets, making terms for certain financings less attractive or unavailable. Further
disruption in the equity and credit markets could negatively impact our ability to access additional financing at reasonable terms or at all. If such
further disruption were to occur, in the event of a debt financing, our cost of borrowing in the future would likely be significantly higher than
historical levels. As well, in the case of a common equity financing, the disruptions in the
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financial markets could have a material adverse effect on the market value of our common shares, potentially requiring us to issue more shares
than we would otherwise have issued with a higher market value for our common shares. Further disruption in the financial markets also could
negatively affect our ability to make acquisitions, undertake new development projects and refinance our debt. As well, it could also make it
more difficult for us to sell properties and could adversely affect the price we receive for properties that we do sell, as prospective buyers
experience increased costs of financing and difficulties in obtaining financing.

Further disruptions in the financial markets also could adversely affect many of our tenants and their businesses, including their ability to pay
rents when due and renew their leases at rates at least as favorable as their current rates. As well, our ability to attract prospective new tenants in
the future could be adversely affected by disruption in the financial markets.

Our performance and value are subject to risks associated with our real estate assets and with the real estate industry.

Our economic performance and the value of our real estate assets are subject to the risk that if our office, medical office, retail, multifamily and
industrial properties do not generate revenues sufficient to meet our operating expenses, debt service and capital expenditures, our cash flow and
ability to pay distributions to our shareholders will be adversely affected. The following factors, among others, may adversely affect the cash
flow generated by our commercial and multifamily properties:

� downturns in the national, regional and local economic climate;

� the economic health of our tenants and the ability to collect rents;

� consumer confidence, unemployment rates, and consumer tastes and preferences;

� competition from similar asset type properties;

� local real estate market conditions, such as oversupply or reduction in demand for office, medical office, retail, multifamily and
industrial properties;

� changes in interest rates and availability of financing;

� vacancies, changes in market rental rates and the need to periodically repair, renovate and re-let space;

� increased operating costs, including insurance premiums, utilities and real estate taxes;

� inflation;

� civil disturbances, earthquakes and other natural disasters, terrorist acts or acts of war; and

� decreases in the underlying value of our real estate.
We are dependent upon the economic climate of the Washington metropolitan region.
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All of our properties are located in the Washington metropolitan region, which may expose us to a greater amount of market dependent risk than
if we were geographically diverse. General economic conditions and local real estate conditions in our geographic region may be dependent
upon one or more industries, thus a downturn in one of the industries may have a particularly strong effect. In particular, economic conditions in
our market are directly affected by federal government spending in the region. In the event of reduced federal spending or negative economic
changes in our region, we may experience a negative impact to our profitability and may be limited in our ability to make distributions to our
shareholders.

We face risks associated with property acquisitions.

We intend to continue to acquire properties which would continue to increase our size and could alter our capital structure. Our acquisition
activities and results may be exposed to the following risks:

� we may be unable to finance acquisitions on favorable terms;

� acquired properties may fail to perform as we expected in analyzing our investments;

� we may be unable to acquire a desired property because of competition from other real estate investors, including publicly traded real
estate investment trusts, institutional investment funds and private investors;

� even if we enter into an acquisition agreement for a property, it is subject to customary conditions to closing, including completion of
due diligence investigations which may have findings that are unacceptable;

� even if we enter into an acquisition agreement for a property, we may be unable to complete that acquisition after making a
non-refundable deposit and incurring certain other acquisition-related costs;

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

7
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� competition from other real estate investors may significantly increase the purchase price; and

� our estimates of capital expenditures required for an acquired property, including the costs of repositioning or redeveloping, may be
inaccurate.

We may acquire properties subject to liabilities and without recourse, or with limited recourse with respect to unknown liabilities. As a result, if
liability were asserted against us based upon the acquisition of a property, we may have to pay substantial sums to settle it, which could
adversely affect our cash flow. Unknown liabilities with respect to properties acquired might include:

� liabilities for clean-up of undisclosed environmental contamination;

� claims by tenants, vendors or other persons dealing with the former owners of the properties;

� liabilities incurred in the ordinary course of business; and

� claims for indemnification by general partners, directors, officers and others indemnified by the former owners of the properties.
We face potential difficulties or delays renewing leases or re-leasing space.

From 2010 through 2014, leases on our commercial properties will expire on a total of approximately 69% of our leased square footage as of
December 31, 2009, with leases on approximately 16% of our leased square footage expiring in 2010, 16% in 2011, 12% in 2012, 14% in 2013
and 11% in 2014. We derive substantially all of our income from rent received from tenants. If our tenants decide not to renew their leases, we
may not be able to re-let the space. If tenants decide to renew their leases, the terms of renewals, including the cost of required improvements or
concessions, may be less favorable than current lease terms. Multifamily properties are leased under operating leases with terms of generally one
year or less. For the years ended 2009, 2008 and 2007, the multifamily tenant retention rate was 54%, 67% and 68%, respectively. Similar to our
commercial properties, if our multifamily tenants decide not to renew their leases, we may not be able to re-let the space, or the terms of the
renewal may be less favorable than current lease terms. As a result of the foregoing, our cash flow could decrease and our ability to make
distributions to our shareholders could be adversely affected.

We face potential adverse effects from major tenants� bankruptcies or insolvencies.

The bankruptcy or insolvency of a major tenant may adversely affect the income produced by a property. For example, during the fourth quarter
of 2008, the bankruptcy of a large retail tenant caused a loss of approximately $1.0 million. In light of the current economic recession, it is
possible that additional major tenants could file for bankruptcy protection or become insolvent in the future. We cannot evict a tenant solely
because of its bankruptcy. On the other hand, a court might authorize the tenant to reject and terminate its lease. In such case, our claim against
the bankrupt tenant for unpaid, future rent would be subject to a statutory cap that might be substantially less than the remaining rent actually
owed under the lease. As a result, our claim for unpaid rent would likely not be paid in full. This shortfall could adversely affect our cash flow
and results from operations.

If a tenant experiences a downturn in its business or other types of financial distress, it may be unable to make timely rental payments. By way
of illustration, provision for losses on accounts receivable from continuing operations increased to $6.7 million in 2009, from $4.2 million in
2008 and $1.9 million in 2007. This unfavorable trend could continue or worsen in 2010 and forward.

We face risks associated with property development.

Developing properties present a number of risks for us, including risks that:

�
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if we are unable to obtain all necessary zoning and other required governmental permits and authorizations or cease development of
the project for any other reason, the development opportunity may be abandoned after expending significant resources, resulting in
the loss of deposits or failure to recover expenses already incurred;

� the development and construction costs of the project may exceed original estimates due to increased interest rates and increased cost
of materials, labor, leasing or other expenditures, which could make the completion of the project less profitable because market
rents may not increase sufficiently to compensate for the increase in construction costs;

� construction and/or permanent financing may not be available on favorable terms or may not be available at all, which may cause the
cost of the project to increase and lower the expected return;
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� the project may not be completed on schedule as a result of a variety of factors, many of which are beyond our control, such as
weather, labor conditions and material shortages, which would result in increases in construction costs and debt service expenses;
and

� occupancy rates and rents at the newly completed property may not meet the expected levels and could be insufficient to make the
property profitable.

Properties developed or acquired for development may generate little or no cash flow from the date of acquisition through the date of completion
of development. In addition, new development activities, regardless of whether or not they are ultimately successful, may require a substantial
portion of management�s time and attention.

These risks could result in substantial unanticipated delays or expenses and, under certain circumstances, could prevent completion of
development activities once undertaken, any of which could have an adverse effect on our financial condition, results of operations, or ability to
satisfy our debt service obligations.

Our properties face significant competition.

We face significant competition from developers, owners and operators of office, medical office, retail, multifamily, industrial and other
commercial real estate. Substantially all of our properties face competition from similar properties in the same market. Such competition may
affect our ability to attract and retain tenants and may reduce the rents we are able to charge. These competing properties may have vacancy
rates higher than our properties, which may result in their owners being willing to make space available at lower rents than the space in our
properties.

We face risks associated with the use of debt, including refinancing risk.

We rely on borrowings under our credit facilities and offerings of debt securities to finance acquisitions and development activities and for
general corporate purposes. The commercial real estate debt markets recently experienced significant volatility due to a number of factors,
including the tightening of underwriting standards by lenders and credit rating agencies and the reported significant inventory of unsold
mortgage backed securities in the market. The volatility resulted in investors decreasing the availability of debt financing as well as increasing
the cost of debt financing. While the commercial real estate debt markets have begun to improve, we believe that circumstances could arise in
which we may not be able to obtain debt financing in the future on favorable terms, or at all. If we were unable to borrow under our credit
facilities or to refinance existing debt financing, our financial condition and results of operations would likely be adversely affected.

We are subject to the risks normally associated with debt, including the risk that our cash flow may be insufficient to meet required payments of
principal and interest. We anticipate that only a small portion of the principal of our debt will be repaid prior to maturity. Therefore, we are
likely to need to refinance a significant portion of our outstanding debt as it matures. There is a risk that we may not be able to refinance existing
debt or that the terms of any refinancing will not be as favorable as the terms of the existing debt. If principal payments due at maturity cannot
be refinanced, extended or repaid with proceeds from other sources, such as new equity capital, our cash flow may not be sufficient to repay all
maturing debt in years when significant �balloon� payments come due.

Our degree of leverage could limit our ability to obtain additional financing or affect the market price of our common shares or debt
securities.

On February 25, 2010, our total consolidated debt was approximately $1.2 billion. Consolidated debt to consolidated market capitalization ratio,
which measures total consolidated debt as a percentage of the aggregate of total consolidated debt plus the market value of outstanding equity
securities, is often used by analysts to gauge leverage for equity REITs such as us. Our market value is calculated using the price per share of our
common shares. Using the closing share price of $27.92 per share of our common shares on February 25, 2010, multiplied by the number of our
common shares, our consolidated debt to total consolidated market capitalization ratio was approximately 42% as of February 25, 2010.

Our degree of leverage could affect our ability to obtain additional financing for working capital, capital expenditures, acquisitions, development
or other general corporate purposes. Our senior unsecured debt is currently rated investment grade by the two major rating agencies. However,
there can be no assurance that we will be able to maintain this rating, and in the event our senior debt is downgraded from its current rating, we
would likely incur higher borrowing costs and/or difficulty in obtaining additional financing. Our degree of leverage could also make us more
vulnerable to a downturn in business or the economy generally. There is a risk that changes in our debt to market capitalization ratio, which is in
part a function of our share price, or our ratio of indebtedness to other measures of asset value used by financial analysts may have an adverse
effect on the market price of our equity or debt securities.
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Rising interest rates would increase our interest costs.

We may incur indebtedness that bears interest at variable rates. Accordingly, if interest rates increase, so will our interest costs, which could
adversely affect our cash flow and our ability to service debt. As a protection against rising interest rates, we may enter into agreements such as
interest rate swaps, caps, floors and other interest rate exchange contracts. These agreements, however, increase our risks that other parties to the
agreements may not perform or that the agreements may be unenforceable.

Covenants in our debt agreements could adversely affect our financial condition.

Our credit facilities contain customary restrictions, requirements and other limitations on our ability to incur indebtedness. We must maintain a
minimum tangible net worth and certain ratios, including a maximum of total liabilities to total gross asset value, a maximum of secured
indebtedness to gross asset value, a minimum of annual EBITDA to fixed charges, a minimum of unencumbered asset value to unsecured
indebtedness, a minimum of net operating income from unencumbered properties to unsecured interest expense and a maximum of permitted
investments to gross asset value. Our ability to borrow under our credit facilities is subject to compliance with our financial and other covenants.
The recent economic downturn may adversely affect our ability to comply with these financial and other covenants.

Failure to comply with any of the covenants under our unsecured credit facilities or other debt instruments could result in a default under one or
more of our debt instruments. This could cause our lenders to accelerate the timing of payments and/or prohibit future borrowings, either of
which would have a material adverse effect on our business, operations, financial condition and liquidity.

We face risks associated with short-term liquid investments.

We have significant cash balances from time to time that we invest in a variety of short-term investments that are intended to preserve principal
value and maintain a high degree of liquidity while providing current income. From time to time, these investments may include (either directly
or indirectly):

� direct obligations issued by the U.S. Treasury;

� obligations issued or guaranteed by the U.S. government or its agencies;

� taxable municipal securities;

� obligations (including certificates of deposit) of banks and thrifts;

� commercial paper and other instruments consisting of short-term U.S. dollar denominated obligations issued by corporations and
banks;

� repurchase agreements collateralized by corporate and asset-backed obligations;

� both registered and unregistered money market funds; and

� other highly rated short-term securities.
Investments in these securities and funds are not insured against loss of principal. Under certain circumstances we may be required to redeem all
or part of our investment, and our right to redeem some or all of our investment may be delayed or suspended. In addition, there is no guarantee
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that our investments in these securities or funds will be redeemable at par value. A decline in the value of our investment or a delay or
suspension of our right to redeem may have a material adverse effect on our results of operations or financial condition.

Further issuances of equity securities may be dilutive to current shareholders.

The interests of our existing shareholders could be diluted if additional equity securities are issued, including to finance future developments and
acquisitions, instead of incurring additional debt. Our ability to execute our business strategy depends on our access to an appropriate blend of
debt financing, including unsecured lines of credit and other forms of secured and unsecured debt, and equity financing.
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Compliance or failure to comply with the Americans with Disabilities Act and other laws and regulations could result in substantial
costs.

The Americans with Disabilities Act generally requires that public buildings, including commercial and multifamily properties, be made
accessible to disabled persons. Noncompliance could result in imposition of fines by the federal government or the award of damages to private
litigants. If, pursuant to the Americans with Disabilities Act, we are required to make substantial alterations and capital expenditures in one or
more of our properties, including the removal of access barriers, it could adversely affect our results of operations.

We may also incur significant costs complying with other regulations. Our properties are subject to various federal, state and local regulatory
requirements, such as state and local fair housing, rent control and fire and life safety requirements. If we fail to comply with these requirements,
we may incur fines or private damage awards. We believe that our properties are currently in material compliance with regulatory requirements.
However, we do not know whether existing requirements will change or whether compliance with future requirements will require significant
unanticipated expenditures that will adversely affect our results of operations.

Some potential losses are not covered by insurance.

We carry insurance coverage on our properties of types and in amounts that we believe are in line with coverage customarily obtained by owners
of similar properties. We believe all of our properties are adequately insured. The property insurance that we maintain for our properties has
historically been on an �all risk� basis, which is in full force and effect until renewal in September 2010. There are other types of losses, such as
from wars or catastrophic events, for which we cannot obtain insurance at all or at a reasonable cost.

We have an insurance policy which has no terrorism exclusion, except for non-certified nuclear, chemical and biological acts of terrorism. Our
financial condition and results of operations are subject to the risks associated with acts of terrorism and the potential for uninsured losses as the
result of any such acts. Effective November 26, 2002, under this existing coverage, any losses caused by certified acts of terrorism would be
partially reimbursed by the United States under a formula established by federal law. Under this formula the United States pays 85% of covered
terrorism losses exceeding the statutorily established deductible paid by the insurance provider, and insurers pay 10% until aggregate insured
losses from all insurers reach $100 billion in a calendar year. If the aggregate amount of insured losses under this program exceeds $100 billion
during the applicable period for all insured and insurers combined, then each insurance provider will not be liable for payment of any amount
which exceeds the aggregate amount of $100 billion. On December 26, 2007, the Terrorism Risk Insurance Program Reauthorization Act of
2007 was signed into law and extends the program through December 31, 2014. We continue to monitor the state of the insurance market in
general, and the scope and costs of coverage for acts of terrorism in particular, but we cannot anticipate what amount of coverage will be
available on commercially reasonable terms in future policy years.

In the event of an uninsured loss or a loss in excess of our insurance limits, we could lose both the revenues generated from the affected property
and the capital we have invested in the affected property. Depending on the specific circumstances of the affected property it is possible that we
could be liable for any mortgage indebtedness or other obligations related to the property. Any such loss could adversely affect our business and
financial condition and results of operations.

We have to renew our policies in most cases on an annual basis and negotiate acceptable terms for coverage, exposing us to the volatility of the
insurance markets, including the possibility of rate increases. Any material increase in insurance rates or decrease in available coverage in the
future could adversely affect our results of operations and financial condition.

Actual or threatened terrorist attacks may adversely affect our ability to generate revenues and the value of our properties.

All of our properties are located in or near Washington D.C., a metropolitan area that has been and may in the future be the target of actual or
threatened terrorism attacks. As a result, some tenants in our market may choose to relocate their businesses to other markets. This could result
in an overall decrease in the demand for commercial space in this market generally, which could increase vacancies in our properties or
necessitate that we lease our properties on less favorable terms, or both. In addition, future terrorist attacks in or near Washington D.C. could
directly or indirectly damage our properties, both physically and financially, or cause losses that materially exceed our insurance coverage. As a
result of the foregoing, our ability to generate revenues and the value of our properties could decline materially.
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Potential liability for environmental contamination could result in substantial costs.

Under federal, state and local environmental laws, ordinances and regulations, we may be required to investigate and clean up the effects of
releases of hazardous or toxic substances or petroleum products at our properties, regardless of our knowledge or responsibility, simply because
of our current or past ownership or operation of the real estate. In addition, the U.S. Environmental Protection Agency, the U.S. Occupational
Safety and Health Administration and other state and local gZE: 8pt"> 

Valuation Date

September 1, 2016. If the valuation date is not a trading day as to any Reference Share, it will be postponed as to that
Reference Share to the next trading day. If the calculation agent determines that a market disruption event occurs or is
continuing on the valuation date, the Adjusted Final Share Price of the applicable Reference Share or Reference
Shares will be determined according to the calculation in “—Consequences of Market Disruption Events” below.

Maturity Date

The maturity date will be September 7, 2016, unless that date is not a business day, in which case the maturity date
will be the next following business day.  The maturity date will be postponed by the same number of business days as
the valuation date may be postponed, as provided herein.  However, no interest will accrue past the maturity date.

Certain Definitions

Business Day.  A day of the week other than Saturday or Sunday that is neither a legal holiday nor a day on which
banking institutions are authorized or obligated by law or executive order to close in New York City, Toronto, or
Montreal.

Trading Day. As to any Reference Share, any day, as determined by the calculation agent, on which trading is
generally conducted on the relevant primary U.S. exchange for that Reference Share.

Closing Price.  The closing price for any Reference Share on any day will equal the closing sale price or last reported
sale price, regular way, for the security, on a per-share basis:

• on the principal national securities exchange on which that Reference Share is listed for trading on that day, or

• if that Reference Share is not listed on any national securities exchange on that day, on any other market system or
quotation system that is the primary market for the trading of that Reference Share.

If that Reference Share is not listed or traded as described above, then the closing price for that Reference Share on
any day will be the average, as determined by the calculation agent, of the bid prices for the security obtained from as
many dealers in that security selected by the calculation agent as will make those bid prices available to the
calculation agent.  The number of dealers need to exceed three and may include BMOCM, Ameriprise Financial or
any of their respective affiliates.

Consequences of Market Disruption Events

If a market disruption event with respect to any of the Reference Shares occurs or is continuing on the pricing date or
the valuation date, the price of any affected Reference Share for that date will be based upon its price on the next
scheduled trading day on which no market disruption event occurs.  In no event, however, will the pricing date or the

Edgar Filing: WASHINGTON REAL ESTATE INVESTMENT TRUST - Form 10-K

Table of Contents 21



valuation date be postponed by more than ten trading days.  As a result, if a market disruption event occurs or is
continuing on the pricing date or the valuation date, the determination of the Initial Share Price or the Adjusted Final
Share Price could also be postponed, although not by more than ten trading days.  If the valuation date is postponed,
the maturity date shall be postponed by the same number of business days.

If the pricing date or the valuation date is postponed to the tenth scheduled trading day thereafter, and a market
disruption event occurs on that day, then the calculation agent shall determine the value of the applicable Reference
Share on that day based upon its good faith estimate, made in its sole discretion, of the value that would have been
applicable in the absence of the market disruption event.

Any of the following will be a “market disruption event” as to any Reference Share:

•a suspension, absence or limitation of trading in (i) that security in its primary market, as determined by the
calculation agent, or (ii) futures or options contracts relating to that security in the primary market for those
contracts, as determined by the calculation agent;

• any event that disrupts or impairs, as determined by the calculation agent, the ability of market participants
to (i) effect transactions in, or obtain market values for, the security in its primary market, or (ii) effect
transactions in, or obtain market values for, futures or options contracts relating to that security in its
primary market;

• the closure on any day of the primary market for that security on a scheduled trading day prior to the scheduled
weekday closing time of that market (without regard to after hours or any other trading outside of the regular trading
session hours) unless such earlier closing time is announced by the primary market at least one hour prior to the
earlier of (i) the actual closing time for the regular trading session on such primary market on such scheduled
trading day for such primary market and (ii) the submission deadline for orders to be entered into the relevant
exchange system for execution at the close of trading on such scheduled trading day for such primary market;
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•any scheduled trading day on which (i) the primary market for that security or (ii) the exchanges or quotation
systems, if any, on which futures or options contracts on that security are traded, fails to open for trading during its
regular trading session; or

•any other event, if the calculation agent determines that the event interferes with our ability or the ability of any of
our affiliates to unwind all or a portion of a hedge with respect to the notes that we or our affiliates have effected or
may effect as described below under “Use of Proceeds and Hedging” in this pricing supplement.

Anti-dilution Adjustments

The calculation agent will adjust the Initial Share Price for any Reference Share if any of the dilution events described
below occurs with respect to that Reference Share.

The calculation agent will adjust the Initial Share Price for any Reference Share as described below, but only if an
event described below under this “—Anti-dilution Adjustments” section occurs with respect to that Reference Share and
only if the relevant event occurs during the period described under the applicable subsection.  The Initial Share Price
for each Reference Share will be subject to the adjustments described below, independently and separately, with
respect to the dilution events that affect that Reference Share.

If more than one anti-dilution event requiring adjustment occurs with respect to the Initial Share Price for any
Reference Share, the calculation agent will adjust the Initial Share Price of that Reference Share for each event,
sequentially, in the order in which the events occur, and on a cumulative basis.  As a result, having adjusted the Initial
Share Price for a Reference Share for the first event, the calculation agent will adjust the Initial Share Price for that
same Reference Share for the second event, applying the required adjustment to the Initial Share Price as already
adjusted for the first event, and so on for each event.  If an event requiring an anti-dilution adjustment occurs, the
calculation agent will make the adjustment in an attempt to offset, to the extent practical, any change in the economic
position of the holder and us, relative to your note, that results solely from that event.  The calculation agent may also
adjust the Initial Share Price, the Adjusted Final Share Price or the Dividend Amount of the applicable Reference
Share in order to ensure an appropriate result.  The calculation agent may, in its sole discretion, modify the
anti-dilution adjustments set forth in this section as necessary to ensure an equitable result.

Stock Splits and Stock Dividends

A stock split is an increase in the number of a corporation’s outstanding shares of stock without any change in its
stockholders’ equity.  When a corporation pays a stock dividend, it issues additional shares of its stock to all holders of
its outstanding stock in proportion to the shares they own.  Each outstanding share will be worth less as a result of a
stock split or stock dividend.

If a Reference Share is subject to a stock split or receives a stock dividend, then the calculation agent will adjust its
Initial Share Price by dividing the prior Initial Share Price — that is, the Initial Share Price before the stock split or stock
dividend — by an amount equal to: (1) the number of shares of the applicable Reference Share outstanding immediately
after the stock split or stock dividend becomes effective; divided by (2) the number of shares of the applicable
Reference Share outstanding immediately before the stock split or stock dividend becomes effective.  The Initial Share
Price for a Reference Share will not be adjusted, however, unless:

• in the case of a stock split, the first day on which that Reference Share trades without the right to receive the stock
split occurs after the pricing date and on or before the valuation date; or

• in the case of a stock dividend, the ex-dividend date occurs after the pricing date and on or before the valuation date.
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The ex-dividend date for any dividend or other distribution with respect to a Reference Share is the first day on which
that Reference Share trades without the right to receive that dividend or other distribution.

Reverse Stock Splits

A reverse stock split is a decrease in the number of a corporation’s outstanding shares of stock without any change in
its stockholders’ equity.  Each outstanding share will be worth more as a result of a reverse stock split.
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If a Reference Share is subject to a reverse stock split, then the calculation agent will adjust its Initial Share Price by
multiplying the prior Initial Share Price by an amount equal to:  (a) the number of shares of that Reference Share
outstanding immediately before the reverse stock split becomes effective; divided by (b) the number of shares of that
Reference Share outstanding immediately after the reverse stock split becomes effective.  The Initial Share Price of a
Reference Share will not be adjusted, however, unless the reverse stock split becomes effective after the pricing date
and on or before the valuation date.

Transferable Rights and Warrants

If the Reference Share Issuer issues transferable rights or warrants to all holders of that Reference Share to subscribe
for or purchase that Reference Share at an exercise price per share that is less than the closing price of the Reference
Share on the business day before the ex-dividend date for the issuance, then the applicable Initial Share Price will be
adjusted by multiplying the prior Initial Share Price by the following fraction:

•the numerator will be the number of shares of that Reference Share outstanding at the close of business on the
day before that ex-dividend date plus the number of additional shares of that Reference Share that the
aggregate offering price of the total number of shares of the applicable Reference Share so offered for
subscription or purchase pursuant to the transferable rights or warrants could purchase at the closing price on
the business day before the ex-dividend date, with that number of additional shares being determined by
multiplying the total number of shares so offered by the exercise price of those transferable rights or warrants
and dividing the resulting product by the closing price on the business day before that ex-dividend date.

•the denominator will be the number of shares of that Reference Share outstanding at the close of business on the day
before that ex-dividend date plus the number of additional shares of the applicable Reference Share offered for
subscription or purchase under those transferable rights or warrants.

The Initial Share Price will not be adjusted, however, unless the ex-dividend date described above occurs after the
pricing date and on or before the valuation date.

Reorganization Events

If a Reference Share Issuer undergoes a reorganization event in which property other than the applicable Reference
Share — e.g., cash and securities of another issuer — is distributed in respect of that Reference Share, then, for purposes of
calculating its Reference Share Performance, the calculation agent will determine the closing price of that Reference
Share on each valuation date to equal the value of the cash, securities and other property distributed in respect of one
share of that Reference Share.

If the calculation agent determines that, by valuing such cash, securities and other property, a commercially
reasonable result is not achieved, then the calculation agent will, in its sole discretion, substitute another stock for that
Reference Share.

Each of the following is a reorganization event with respect to a Reference Share:

• the Reference Share is reclassified or changed;

• the Reference Share Issuer has been subject to a merger, consolidation or other combination and either is not the
surviving entity or is the surviving entity but all the outstanding stock is exchanged for or converted into other
property;
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•a statutory share exchange involving the outstanding stock and the securities of another entity occurs, other than as
part of an event described in the two bullet points above;

• the Reference Share Issuer sells or otherwise transfers its property and assets as an entirety or substantially as an
entirety to another entity;

• the Reference Share Issuer effects a spin-off — that is, issues to all holders of that Reference Share equity securities of
another issuer, other than as part of an event described in the four bullet points above;

• the Reference Share Issuer is liquidated, dissolved or wound up or is subject to a proceeding under any applicable
bankruptcy, insolvency or other similar law; or

•another entity completes a tender or exchange offer for all of the outstanding stock of the Reference Share Issuer.

Valuation of Distribution Property

If a reorganization event occurs with respect to a Reference Share, and the calculation agent does not substitute
another stock for that Reference Share as described in “—Substitution” below, then the calculation agent will determine
the applicable closing price on each valuation date so as to equal the value of the property — whether it be cash,
securities or other property — distributed in the reorganization event in respect of one share of that Reference Share, as
that Reference Share existed before the date of the reorganization.  We refer to the property distributed in a
reorganization event as distribution property, a term we describe in more detail below.  The calculation agent will not
make any determination for a reorganization event, however, unless the event becomes effective (or, if the event is a
spin-off, unless the ex-dividend date for the spin-off occurs) after the pricing date and on or before the valuation date.
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For the purpose of making a determination required by a reorganization event, the calculation agent will determine the
value of each type of distribution property, in its sole discretion.  For any distribution property consisting of a security,
the calculation agent will use the closing price for the security on the relevant date.  The calculation agent may value
other types of property in any manner it determines, in its sole discretion, to be appropriate.  If a holder of a Reference
Share may elect to receive different types or combinations of types of distribution property in the reorganization
event, the distribution property will consist of the types and amounts of each type distributed to a holder that makes no
election, as determined by the calculation agent in its sole discretion.

If a reorganization event occurs and the calculation agent adjusts the closing price of a Reference Share on the
valuation date to equal the value of the distribution property distributed in the event, as described above, the
calculation agent will make further determinations for later events that affect the distribution property considered in
determining the closing price.  The calculation agent will do so to the same extent that it would make determinations if
that Reference Share were outstanding and were affected by the same kinds of events.

For example, if a Reference Share Issuer merges into another company and each share of that Reference Share is
converted into the right to receive two common shares of the surviving company and a specified amount of cash, then
on each valuation date the closing price of that Reference Share will be determined to equal the value of the two
common shares of the surviving company plus the specified amount of cash.  The calculation agent will further
determine the common share component of that closing price to reflect any later stock split or other event, including
any later reorganization event, that affects the common shares of the surviving company, to the extent described in
this “—Anti-dilution Adjustments” section or as described above in the “—Reorganization Events” subsection as if the
common shares were that Reference Share.  In that event, the cash component will not be redetermined but will
continue to be a component of the closing price.

When we refer to “distribution property,” we mean the cash, securities and other property distributed in a reorganization
event in respect of a Reference Share.  If an adjustment resulting from a prior reorganization had occurred, the
“distribution property” will mean the cash, securities and other property distributed in respect of any securities whose
value determines the closing price of the Reference Share on the valuation date.  In the case of a spin-off, the
distribution property also includes the Reference Share in respect of which the distribution is made.

If a reorganization event occurs, the distribution property distributed in the event will be substituted for the Reference
Share as described above.  Consequently, in this pricing supplement, when we refer to a Reference Share, we mean
any distribution property that is distributed in a reorganization event in respect of that Reference Share.  Similarly,
when we refer to a Reference Share Issuer, we mean any successor entity in a reorganization event.

Substitution

If the calculation agent determines that a commercially reasonable result is not achieved by valuing distribution
property with respect to the applicable Reference Share upon becoming subject to a reorganization event, then the
calculation agent will, in its sole discretion, substitute another stock for that Reference Share.  In such case, the
adjustments described above under “—Valuation of Distribution Property” will not apply.

If the calculation agent so determines, it may choose, in its sole discretion, the stock of a different company listed on a
national securities exchange as a substitute for that Reference Share.  For all purposes, the substitute stock will be
deemed to be that Reference Share for all purposes of the notes.  The calculation agent will determine, in its sole
discretion, the Initial Share Price, the Dividend Amount and/or the manner of valuation of the substitute stock.  The
calculation agent will have the right to make such adjustments to the calculation of the applicable Reference Share
Performance and Dividend Amount as it determines in its sole discretion are necessary to preserve as nearly as
possible our and your relative economic position prior to the reorganization event.
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Other Events and Adjustments

The calculation agent may make such adjustments to the terms of the notes with respect to any of the events described
above, as it deems in its discretion is necessary to ensure an equitable result, for example, if an event of the type
described in this section occurs on the pricing date or on the valuation date.
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Events of Default

In case an event of default with respect to the notes shall have occurred and be continuing, the amount declared due
and payable on the notes upon any acceleration of the notes will be determined by the calculation agent and will be an
amount of cash equal to the amount payable as described under the caption “—Payment at Maturity,” calculated as if the
date of acceleration were the valuation date.  The Dividend Amount for each Reference Share will only include
dividends declared and paid through that date.

If the maturity of the notes is accelerated because of an event of default, we will, or will cause the calculation agent to,
provide written notice to the trustee at its New York office, on which notice the trustee may conclusively rely, and to
the depositary, of the amount due with respect to the notes as promptly as possible and in no event later than two
business days after the date of acceleration.

Role of the Calculation Agent

The calculation agent will make all determinations regarding the prices of the Reference Shares, the Redemption
Amount, the Dividend Amounts of the Reference Shares, trading days, business days, market disruption events, any
required anti-dilution adjustments, the default amount, and the amounts payable on your notes.  Absent manifest error,
all determinations of the calculation agent will be final and binding on you and us, without any liability on the part of
the calculation agent.  You will not be entitled to any compensation from us for any loss suffered as a result of any of
the above determinations or calculations by the calculation agent.

Our subsidiary, BMOCM, is expected to serve as the calculation agent for the notes.  We may change the calculation
agent for your notes at any time after the date of this pricing supplement without notice and BMOCM may resign as
calculation agent at any time upon 60 days written notice to us.

Listing

Your notes will not be listed on any securities exchange.
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REFERENCE SHARE SELECTION PROCESS

Ameriprise Financial Equity Focus List

Ameriprise Financial is a registered investment adviser.  Ameriprise Financial’s Investment Research Group’s Equity
Focus List consists of roughly 100 stocks.  In order for a stock to join the Equity Focus List, an Ameriprise Financial
senior equity analyst in the Investment Research Group must evaluate the stock’s key investment attributes, including
the relevant company’s competitive position and strategy, the strength and likelihood of primary value drivers, stock
valuation and other fundamental factors. After completing this process, the analyst may nominate the stock for Equity
Focus List inclusion, upon which the stock is further evaluated by the Ameriprise Financial Investment Research
Group team or team leader. Once added to the Equity Focus List, one or more Ameriprise Financial equity analysts
examine the stock on an ongoing basis, discussing the stock with the broader Ameriprise Financial Investment
Research Group team, and making recommendations.

Additions and deletions to and from the Equity Focus Lists are made at the discretion of the Investment Research
Group based on fundamental factors including valuation, competitive position, and market conditions. Deletions can
also occur due to changes in third party research coverage or ratings downgrades. Furthermore, Ameriprise Financial
has an internal process that is designed to identify underperforming stocks and require focused internal discussions to
determine the stocks’ continued suitability for inclusion in the Focus List; the process is designed to potentially
improve Equity Focus List’s performance and to reduce risk. For example, an Equity Focus List company that has
generated returns in the bottom quartile of its respective S&P economic sector for three consecutive months will be
under review for possible removal from the Focus List.

Ameriprise Financial Strategy Lists

Based on the stocks included in the Equity Focus List, Ameriprise Financial’s Investment Research Group develops
lists that are designed to aid in the portfolio structuring process by highlighting which Equity Focus List stocks
contain specified investment attributes.  These lists are designed to be used in conjunction with broader diversification
strategies, and are not intended to represent the entire allocation of an investor’s investments.

Sustainable & Responsible Investing

The Reference Shares were selected for Ameriprise Financial’s Sustainable & Responsible Investing Equity Focus List
in July 2015.  Ameriprise Financial’s Investment Research Group defines Sustainable & Responsible Investing (“SRI”)
as an investment strategy that seeks to combine investor values with performance-enhancing characteristics gained
from the identification and analysis of environmental, social and governance (collectively, “ESG”) information. This
categorization is based on the notion that recent global economic changes have increased ESG’s importance to
corporate valuations. Ameriprise Financial believes that management teams that have an understanding of these
changes, and their potential impacts upon economic value creation, may be able to better manage risks and generate
competitive advantages.  For example, a company’s regulatory exposure may be relatively low, its supply chain highly
efficient and its workforce highly motivated as compared to its competitors; these factors may indicate that the
company has a robust innovative capacity and lower business risk as compared to its competitors.

To date, there is no consensus regarding whether or to what extent ESG analysis results in a selection of equity
securities that would outperform any other equity securities.

However, Ameriprise Financial’s Investment Research Group has determined that the respective management of the
Equity Focus List companies included in the Basket use their understanding of how ESG is changing the nature of
value creation in ways that enhance the firms’ competitive advantages. Ameriprise Financial's Investment Research
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Group believes that material ESG information is often inefficiently identified and analyzed in the securities markets,
creating the possibility that the attributes identified in these companies are not efficiently valued in the stock process.

The Basket

Ameriprise Financial’s Investment Research Group regularly publishes research regarding equity securities.  The
Reference Shares were selected from among the companies covered by the Investment Research Group.  However, we
note that these are only research views based on currently available information.  There is no assurance that any
particular company will be successful, or that the investment thesis underlying these research views will come to
pass.  Moreover, the business, results of operations, and prospects of these companies are subject to conditions outside
of the control of the Investment Research Group.

It is possible that a different group of companies could perform better or worse than the Basket.  Each of the
Reference Shares was covered by Ameriprise Financial’s Investment Research Group and had a current a rating of “buy”
from the Investment Research Group as of the date of selection and was selected based on the criteria described
above.  Additional information regarding Ameriprise Financial’s Investment Research Group’s analyst ratings is
available from your Ameriprise Financial financial advisor.  A rating is subject to downward revision at any time,
including the removal of a company from the Ameriprise Financial Equity Focus List, and a broker-dealer may cease
to cover a particular security at any time, including during the term of the notes.
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The information in this section has been provided by Ameriprise Financial.

DESCRIPTION OF THE REFERENCE SHARES

Companies with securities registered under the Exchange Act, are required to file financial and other information
specified by the SEC periodically.  Information provided to or filed with the SEC can be inspected or copied at the
SEC’s public reference room located at 100 F Street, N.E., Washington, D.C. 20549, at prescribed rates.  You may
obtain information on the operation of the public reference room by calling the SEC at 1-800-SEC-0330.  In addition,
information provided to or filed with the SEC by each Reference Share Issuer under the Exchange Act can be located
through the SEC’s website at http://www.sec.gov.

This pricing supplement relates only to the notes offered hereby and does not relate to any Reference Shares or other
securities of any Reference Share Issuer.  We derived all disclosures in this pricing supplement regarding the
Reference Share Issuers from publicly available documents described in the preceding paragraph.  In connection with
the offering of the notes, none of us, Ameriprise Financial or our respective affiliates have participated in the
preparation of such documents or made any due diligence inquiry with respect to any Reference Share Issuer.  None of
us, Ameriprise Financial or any of our respective affiliates makes any representation that such publicly available
documents or any other publicly available information regarding any Reference Share Issuer is current, accurate or
complete.  None of such documents shall be deemed to be incorporated by reference into this pricing supplement.

The composition of the Basket and the identity of the Reference Shares were selected based on the criteria used by
Ameriprise Financial’s Investment Research Group.  Neither we nor our affiliates take any responsibility for the
selection of the Basket and the identity of the Reference Shares or otherwise endorses those stocks and none of those
entities makes any representation as to the performance of any Reference Share or the Basket.
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THE REFERENCE SHARES

Apple Inc.

Apple Inc. designs, manufactures, and markets personal computers and related personal computing and mobile
communication devices along with a variety of related software, services, peripherals, and networking solutions. The
company sells its products worldwide through its online stores, its retail stores, its direct sales force, third-party
wholesalers, and resellers. Its common stock is traded on the Nasdaq Global Select Market (“NASDAQ”) under the
symbol “AAPL.”

Historical Information of the Common Stock of Apple Inc.

The following table sets forth the high and low closing prices of this Reference Share from the first quarter of 2010
through August 3, 2015.

High ($) Low ($)
2010 First Quarter 33.69 27.43

Second Quarter 39.17 33.69
Third Quarter 41.78 34.31
Fourth Quarter 46.50 39.81

2011 First Quarter 51.88 46.67
Second Quarter 50.44 45.05
Third Quarter 59.06 49.03
Fourth Quarter 60.32 51.93

2012 First Quarter 88.23 58.75
Second Quarter 90.89 75.73
Third Quarter 100.30 82.13
Fourth Quarter 95.96 72.71

2013 First Quarter 78.43 60.01
Second Quarter 66.26 55.79
Third Quarter 72.53 58.46
Fourth Quarter 81.44 68.71

2014 First Quarter 79.62 71.35
Second Quarter 94.25 73.99
Third Quarter 103.30 93.08
Fourth Quarter 119.00 96.26

2015 First Quarter 133.00 105.99
Second Quarter 132.65 124.25
Third Quarter (through August 3, 2015) 132.07 118.44
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ACE Limited

ACE Limited is the holding company for the ACE Group of Companies, a property and casualty insurance business.
The group provides a diversified range of products and services to clients through operations in countries around the
world. The company provides specialty insurance and reinsurance products. The company is organized in Switzerland,
and its ordinary shares are traded on the New York Stock Exchange (the “NYSE”) under the symbol “ACE.”

Historical Information of the Common Stock of ACE Limited

The following table sets forth the high and low closing prices of this Reference Share from the first quarter of 2010
through August 3, 2015.

High ($) Low ($)
2010 First Quarter 52.88 47.50

Second Quarter 53.89 48.43
Third Quarter 58.80 50.83
Fourth Quarter 62.37 58.10

2011 First Quarter 65.74 60.15
Second Quarter 69.35 63.95
Third Quarter 68.38 58.98
Fourth Quarter 73.33 59.11

2012 First Quarter 74.21 68.98
Second Quarter 77.00 70.00
Third Quarter 77.04 69.17
Fourth Quarter 81.70 76.10

2013 First Quarter 89.06 79.99
Second Quarter 92.67 85.79
Third Quarter 95.58 87.72
Fourth Quarter 103.53 91.01

2014 First Quarter 101.70 92.19
Second Quarter 105.32 97.61
Third Quarter 107.39 99.95
Fourth Quarter 117.58 102.92

2015 First Quarter 115.00 107.96
Second Quarter 112.37 101.60
Third Quarter (through August 3, 2015) 110.74 102.49
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Bank of America Corporation

Bank of America Corporation accepts deposits and offers banking, investing, asset management, and other financial
and risk-management products and services. The company has a mortgage lending subsidiary, and an investment
banking and securities brokerage subsidiary. Its common stock is traded on the NYSE under the symbol “BAC.”

Historical Information of the Common Stock of Bank of America Corporation

The following table sets forth the high and low closing prices of this Reference Share from the first quarter of 2010
through August 3, 2015.

High ($) Low ($)
2010 First Quarter 18.04 14.45

Second Quarter 19.48 14.37
Third Quarter 15.67 12.32
Fourth Quarter 13.56 10.95

2011 First Quarter 15.25 13.33
Second Quarter 13.72 10.50
Third Quarter 11.09 6.06
Fourth Quarter 7.35 4.99

2012 First Quarter 9.93 5.80
Second Quarter 9.68 6.83
Third Quarter 9.55 7.04
Fourth Quarter 11.60 8.93

2013 First Quarter 12.78 11.03
Second Quarter 13.83 11.44
Third Quarter 14.95 12.83
Fourth Quarter 15.88 13.69

2014 First Quarter 17.92 16.10
Second Quarter 17.34 14.51
Third Quarter 17.18 14.98
Fourth Quarter 18.13 15.76

2015 First Quarter 17.90 15.15
Second Quarter 17.67 15.41
Third Quarter (through August 3, 2015) 18.45 16.25
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Costco Wholesale Corporation

Costco Wholesale Corporation operates wholesale membership warehouses in multiple countries. The company sells
food, automotive supplies, toys, hardware, sporting goods, jewelry, electronics, apparel, health and beauty aids, as
well as other goods. Its common stock is traded on NASDAQ under the symbol “COST.”

Historical Information of the Common Stock of Costco Wholesale Corporation

The following table sets forth the high and low closing prices of this Reference Share from the first quarter of 2010
through August 3, 2015.

High ($) Low ($)
2010 First Quarter 61.65 57.07

Second Quarter 61.74 54.83
Third Quarter 65.01 53.61
Fourth Quarter 72.85 62.21

2011 First Quarter 75.43 69.76
Second Quarter 83.86 74.17
Third Quarter 85.07 70.39
Fourth Quarter 88.06 79.02

2012 First Quarter 91.52 78.98
Second Quarter 95.00 82.62
Third Quarter 102.81 93.68
Fourth Quarter 105.94 94.47

2013 First Quarter 106.64 99.45
Second Quarter 114.83 103.61
Third Quarter 120.07 110.43
Fourth Quarter 125.43 112.21

2014 First Quarter 118.51 110.18
Second Quarter 118.23 110.65
Third Quarter 127.62 115.44
Fourth Quarter 144.15 122.95

2015 First Quarter 155.92 139.14
Second Quarter 152.50 135.06
Third Quarter (through August 3, 2015) 146.38 135.88
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The Walt Disney Company

The Walt Disney Company is an entertainment company that conducts operations in media networks, studio
entertainment, theme parks and resorts, consumer products, and interactive media. The company produces motion
pictures, television programs, and musical recordings, as well as books and magazines. Its common stock is traded on
the NYSE under the symbol “DIS.”

Historical Information of the Common Stock of The Walt Disney Company

The following table sets forth the high and low closing prices of this Reference Share from the first quarter of 2010
through August 3, 2015.

High ($) Low ($)
2010 First Quarter 35.31 29.32

Second Quarter 37.56 31.50
Third Quarter 35.29 31.38
Fourth Quarter 37.95 33.14

2011 First Quarter 44.07 37.82
Second Quarter 43.91 37.58
Third Quarter 40.74 29.55
Fourth Quarter 37.71 29.00

2012 First Quarter 44.38 38.31
Second Quarter 48.50 40.98
Third Quarter 52.92 47.27
Fourth Quarter 52.97 47.06

2013 First Quarter 57.75 50.58
Second Quarter 67.67 56.69
Third Quarter 67.11 60.69
Fourth Quarter 76.40 63.59

2014 First Quarter 83.34 69.99
Second Quarter 85.74 77.01
Third Quarter 90.94 85.03
Fourth Quarter 95.50 81.74

2015 First Quarter 108.43 90.96
Second Quarter 114.99 105.43
Third Quarter (through August 3, 2015) 121.12 114.97
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Ford Motor Company

Ford Motor Company designs, manufactures, and services cars and trucks. The company also provides vehicle-related
financing, leasing, and insurance through its subsidiary. Its common stock is traded on the NYSE under the symbol “F.”

Historical Information of the Common Stock of Ford Motor Company

The following table sets forth the high and low closing prices of this Reference Share from the first quarter of 2010
through August 3, 2015.

High ($) Low ($)
2010 First Quarter 14.10 10.28

Second Quarter 14.46 9.88
Third Quarter 13.16 10.16
Fourth Quarter 17.00 12.26

2011 First Quarter 18.79 14.01
Second Quarter 15.79 12.78
Third Quarter 14.12 9.62
Fourth Quarter 12.51 9.37

2012 First Quarter 12.96 11.13
Second Quarter 12.64 9.59
Third Quarter 10.59 8.92
Fourth Quarter 12.95 9.79

2013 First Quarter 14.30 12.13
Second Quarter 15.90 12.44
Third Quarter 17.66 15.74
Fourth Quarter 17.76 15.15

2014 First Quarter 16.73 14.55
Second Quarter 17.28 15.46
Third Quarter 17.84 14.79
Fourth Quarter 16.01 13.54

2015 First Quarter 16.57 14.46
Second Quarter 16.07 14.78
Third Quarter (through August 3, 2015) 15.21 14.33
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Johnson & Johnson

Johnson & Johnson manufactures health care products and provides related services for the consumer, pharmaceutical,
and medical devices and diagnostics markets. The company sells products such as skin and hair care products,
acetaminophen products, pharmaceuticals, diagnostic equipment, and surgical equipment in countries located around
the world. Its common stock is traded on the NYSE under the symbol “JNJ.”

Historical Information of the Common Stock of Johnson & Johnson

The following table sets forth the high and low closing prices of this Reference Share from the first quarter of 2010
through August 3, 2015.

High ($) Low ($)
2010 First Quarter 65.36 62.37

Second Quarter 66.03 58.00
Third Quarter 62.43 57.02
Fourth Quarter 64.76 61.55

2011 First Quarter 63.35 57.66
Second Quarter 67.29 59.46
Third Quarter 67.92 60.20
Fourth Quarter 66.02 61.27

2012 First Quarter 65.96 64.30
Second Quarter 67.56 61.78
Third Quarter 69.53 67.21
Fourth Quarter 72.52 67.97

2013 First Quarter 81.53 70.74
Second Quarter 88.59 81.11
Third Quarter 94.39 86.17
Fourth Quarter 95.63 85.61

2014 First Quarter 98.23 86.62
Second Quarter 105.76 96.54
Third Quarter 108.64 99.82
Fourth Quarter 109.07 96.78

2015 First Quarter 106.39 98.32
Second Quarter 103.96 97.46
Third Quarter (through August 3, 2015) 101.11 97.77
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Kimberly-Clark Corporation

Kimberly-Clark Corporation is a health and hygiene company that manufactures and provides consumer products. The
company's products include diapers, tissues, paper towels, incontinence care products, surgical gowns, and disposable
face masks. Its common stock is traded on the NYSE under the symbol “KMB.”

Historical Information of the Common Stock of Kimberly-Clark Corporation

The following table sets forth the high and low closing prices of this Reference Share from the first quarter of 2010
through August 3, 2015.

High ($) Low ($)
2010 First Quarter 61.65 56.41

Second Quarter 60.51 57.68
Third Quarter 64.13 57.69
Fourth Quarter 64.08 58.74

2011 First Quarter 63.16 60.03
Second Quarter 65.59 61.57
Third Quarter 68.27 59.97
Fourth Quarter 70.92 65.67

2012 First Quarter 71.08 68.17
Second Quarter 80.29 70.47
Third Quarter 84.27 78.92
Fourth Quarter 84.04 79.17

2013 First Quarter 93.91 80.54
Second Quarter 101.69 90.73
Third Quarter 96.03 88.43
Fourth Quarter 105.15 89.32

2014 First Quarter 106.43 98.99
Second Quarter 108.41 103.89
Third Quarter 109.49 99.55
Fourth Quarter 118.28 100.67

2015 First Quarter 118.98 104.15
Second Quarter 113.15 105.48
Third Quarter (through August 3, 2015) 115.69 107.55
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The Coca-Cola Company

The Coca-Cola Company manufactures, markets, and distributes soft drink concentrates and syrups. The company
also distributes and markets juice and juice-drink products. Its common stock is traded on the NYSE under the symbol
“KO.”

Historical Information of the Common Stock of The Coca-Cola Company

The following table sets forth the high and low closing prices of this Reference Share from the first quarter of 2010
through August 3, 2015.

High ($) Low ($)
2010 First Quarter 28.57 26.33

Second Quarter 27.66 25.04
Third Quarter 29.55 25.02
Fourth Quarter 32.89 29.44

2011 First Quarter 33.18 30.80
Second Quarter 34.23 32.47
Third Quarter 35.62 31.98
Fourth Quarter 35.08 32.37

2012 First Quarter 37.01 33.50
Second Quarter 39.10 35.97
Third Quarter 40.56 37.14
Fourth Quarter 38.58 35.97

2013 First Quarter 40.69 36.84
Second Quarter 43.09 39.13
Third Quarter 41.09 37.88
Fourth Quarter 41.31 37.05

2014 First Quarter 40.66 37.10
Second Quarter 42.36 38.07
Third Quarter 42.66 39.18
Fourth Quarter 44.83 40.39

2015 First Quarter 43.78 39.91
Second Quarter 41.52 39.23
Third Quarter (through August 3, 2015) 41.54 39.42
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The Kroger Co.

The Kroger Co. operates supermarkets and convenience stores in the United States. The company also manufactures
and processes some of the foods that its supermarkets sell. Its common stock is traded on the NYSE under the symbol
“KR.”

Historical Information of the Common Stock of The Kroger Co.

The following table sets forth the high and low closing prices of this Reference Share from the first quarter of 2010
through August 3, 2015.

High ($) Low ($)
2010 First Quarter 22.90 20.24

Second Quarter 23.70 19.16
Third Quarter 22.43 19.73
Fourth Quarter 23.86 20.63

2011 First Quarter 24.29 21.29
Second Quarter 25.48 22.95
Third Quarter 25.83 21.73
Fourth Quarter 24.48 21.74

2012 First Quarter 24.65 22.98
Second Quarter 24.39 21.29
Third Quarter 23.99 21.11
Fourth Quarter 26.90 23.30

2013 First Quarter 33.14 25.28
Second Quarter 35.52 31.88
Third Quarter 40.99 34.67
Fourth Quarter 43.42 39.53

2014 First Quarter 44.02 35.38
Second Quarter 49.92 43.62
Third Quarter 52.78 48.71
Fourth Quarter 64.51 51.22

2015 First Quarter 38.62 31.54
Second Quarter 38.57 34.11
Third Quarter (through August 3, 2015) 39.40 36.56
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Nike, Inc.

Nike, Inc. designs, develops, and markets athletic footwear, apparel, equipment, and accessory products for men,
women, and children. The company sells its products worldwide to retail stores, through its own stores, subsidiaries,
and distributors. Its common stock is traded on the NYSE under the symbol “NKE.”

Historical Information of the Common Stock of Nike, Inc.

The following table sets forth the high and low closing prices of this Reference Share from the first quarter of 2010
through August 3, 2015.

High ($) Low ($)
2010 First Quarter 37.33 30.65

Second Quarter 39.12 33.78
Third Quarter 40.32 33.61
Fourth Quarter 46.15 39.94

2011 First Quarter 44.94 37.73
Second Quarter 44.99 38.27
Third Quarter 46.83 39.29
Fourth Quarter 48.89 41.53

2012 First Quarter 56.07 48.41
Second Quarter 57.20 43.89
Third Quarter 50.42 44.43
Fourth Quarter 52.80 45.30

2013 First Quarter 59.56 51.84
Second Quarter 65.91 58.26
Third Quarter 73.64 62.33
Fourth Quarter 79.86 70.28

2014 First Quarter 79.64 70.51
Second Quarter 77.68 70.83
Third Quarter 89.50 76.35
Fourth Quarter 99.33 85.09

2015 First Quarter 101.98 91.17
Second Quarter 109.71 98.55
Third Quarter (through August 3, 2015) 115.22 109.27
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Starbucks Corporation

Starbucks Corporation retails, roasts, and provides its own brand of specialty coffee. The company operates retail
locations worldwide and sells whole bean coffees through its sales group, direct response business, supermarkets, and
on the Internet. The company also produces and sells bottled coffee drinks and a line of ice creams. Its common stock
is traded on NASDAQ under the symbol “SBUX.”

Historical Information of the Common Stock of Starbucks Corporation

The following table sets forth the high and low closing prices of this Reference Share from the first quarter of 2010
through August 3, 2015.

High ($) Low ($)
2010 First Quarter 12.78 10.85

Second Quarter 14.06 12.12
Third Quarter 13.14 11.43
Fourth Quarter 16.47 12.85

2011 First Quarter 18.99 15.77
Second Quarter 19.75 17.43
Third Quarter 20.58 17.03
Fourth Quarter 23.23 18.10

2012 First Quarter 28.13 22.67
Second Quarter 30.84 25.64
Third Quarter 27.10 21.58
Fourth Quarter 27.29 22.49

2013 First Quarter 29.34 26.61
Second Quarter 33.55 28.44
Third Quarter 38.67 33.12
Fourth Quarter 41.00 37.64

2014 First Quarter 39.02 34.49
Second Quarter 39.06 34.36
Third Quarter 40.23 36.98
Fourth Quarter 41.90 36.10

2015 First Quarter 48.96 39.62
Second Quarter 54.62 46.51
Third Quarter (through August 3, 2015) 58.19 53.39
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Waste Management, Inc.

Waste Management, Inc. provides waste management services including collection, transfer, recycling, resource
recovery and disposal services, and operates waste-to-energy facilities. The company serves municipal, commercial,
industrial, and residential customers throughout North America. Its common stock is traded on the NYSE under the
symbol “WM.”

Historical Information of the Common Stock of Waste Management, Inc.

The following table sets forth the high and low closing prices of this Reference Share from the first quarter of 2010
through August 3, 2015.

High ($) Low ($)
2010 First Quarter 34.88 31.40

Second Quarter 35.66 31.29
Third Quarter 35.85 31.65
Fourth Quarter 36.99 34.25

2011 First Quarter 38.34 36.04
Second Quarter 39.61 36.37
Third Quarter 38.00 28.17
Fourth Quarter 34.68 29.83

2012 First Quarter 35.64 32.35
Second Quarter 36.08 32.15
Third Quarter 35.68 31.59
Fourth Quarter 34.33 30.96

2013 First Quarter 39.21 33.97
Second Quarter 42.75 38.14
Third Quarter 43.50 39.85
Fourth Quarter 46.10 40.40

2014 First Quarter 44.20 40.41
Second Quarter 44.84 41.06
Third Quarter 47.53 43.89
Fourth Quarter 51.58 46.28

2015 First Quarter 55.18 51.23
Second Quarter 55.14 46.35
Third Quarter (through August 3, 2015) 51.20 46.37
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The WhiteWave Foods Company

The WhiteWave Foods Company produces and markets dairy and dairy alternatives. The company's products include
soy milk, flavored creamers, organic milk, yogurt, cheese, butter, sour creams, and whipped creams. Its common stock
is traded on the NYSE under the symbol “WWAV.”

Historical Information of the Common Stock of The WhiteWave Foods Company

The following table sets forth the high and low closing prices of this Reference Share from December 31, 2012, the
date when this Reference Share began trading, through August 3, 2015.

High ($) Low ($)
2012 Fourth Quarter (from December 31, 2012) 16.75 14.31

2013 First Quarter 17.64 14.85
Second Quarter 19.19 15.78
Third Quarter 20.18 16.71
Fourth Quarter 23.45 18.37

2014 First Quarter 30.04 22.57
Second Quarter 33.02 26.14
Third Quarter 37.37 29.66
Fourth Quarter 37.46 32.94

2015 First Quarter 45.23 32.64
Second Quarter 50.46 43.25
Third Quarter (through August 3, 2015) 51.62 48.95

Xylem Inc.

Xylem Inc. is a designer, manufacturer, equipment and service provider for water and wastewater applications
addressing the full-cycle of water from collection, distribution, and use to the return of water to the environment. The
company's products include water and wastewater pumps, treatment and testing equipment, industrial pumps, valves,
heat exchangers, and dispensing equipment. Its common stock is traded on the NYSE under the symbol “XYL.”

Historical Information of the Common Stock of Xylem Inc.

The following table sets forth the high and low closing prices of this Reference Share from October 31, 2011, the date
when this Reference Share began trading, through August 3, 2015.

High ($) Low ($)
2011 Fourth Quarter (from October 31, 2011) 27.31 23.00

2012 First Quarter 28.73 25.14
Second Quarter 28.38 23.61
Third Quarter 25.98 23.16
Fourth Quarter 27.57 23.44
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2013 First Quarter 29.34 26.68
Second Quarter 28.93 25.77
Third Quarter 29.08 24.19
Fourth Quarter 34.77 27.21

2014 First Quarter 39.40 32.80
Second Quarter 39.78 34.89
Third Quarter 39.13 34.98
Fourth Quarter 38.95 31.91

2015 First Quarter 38.08 34.10
Second Quarter 37.30 34.96
Third Quarter (through August 3, 2015) 36.81 33.85
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SUPPLEMENTAL TAX CONSIDERATIONS

Supplemental Canadian Tax Considerations

For a summary of Canadian tax considerations relevant to an investment in the notes, please see the sections entitled
“Canadian Taxation” in the accompanying prospectus and the section entitled “Certain Income Tax Consequences—Certain
Canadian Income Tax Considerations ” in the accompanying prospectus supplement.

With respect to any interest payable on the notes, or any portion of the principal amount of the notes in excess of the
issue price, such interest or principal, as the case may be, should not be subject to Canadian Non-Resident withholding
tax.

Supplemental U.S. Federal Income Tax Considerations

        The following, together with the discussion of U.S. federal income taxation in the accompanying prospectus and
prospectus supplement, is a general description of the material U.S. tax considerations relating to the notes.  It does
not purport to be a complete analysis of all tax considerations relating to the notes.  Prospective purchasers of the
notes should consult their tax advisors as to the consequences under the tax laws of the country of which they are
resident for tax purposes and the tax laws of Canada and the U.S. of acquiring, holding and disposing of the notes and
receiving payments under the notes.  This summary is based upon the law as in effect on the date of this pricing
supplement and is subject to any change in law that may take effect after such date.

The following section supplements the discussion of U.S. federal income taxation in the accompanying prospectus and
prospectus supplement with respect to United States holders (as defined in the accompanying prospectus).  It applies
only to those holders who are not excluded from the discussion of U.S. federal income taxation in the accompanying
prospectus.

You should consult your tax advisor concerning the U.S. federal income tax and other tax consequences of your
investment in the notes in your particular circumstances, including the application of state, local or other tax laws and
the possible effects of changes in federal or other tax laws.

NO STATUTORY, JUDICIAL OR ADMINISTRATIVE AUTHORITY DIRECTLY DISCUSSES HOW THE
NOTES SHOULD BE TREATED FOR U.S. FEDERAL INCOME TAX PURPOSES.  AS A RESULT, THE U.S.
FEDERAL INCOME TAX CONSEQUENCES OF AN INVESTMENT IN THE NOTES ARE
UNCERTAIN.  BECAUSE OF THE UNCERTAINTY, YOU SHOULD CONSULT YOUR TAX ADVISOR IN
DETERMINING THE U.S. FEDERAL INCOME TAX AND OTHER TAX CONSEQUENCES OF YOUR
INVESTMENT IN THE NOTES, INCLUDING THE APPLICATION OF STATE, LOCAL OR OTHER TAX
LAWS AND THE POSSIBLE EFFECTS OF CHANGES IN FEDERAL OR OTHER TAX LAWS.

We will not attempt to ascertain whether a Reference Share Issuer would be treated as a “passive foreign investment
company” within the meaning of Section 1297 of the Code or a “U.S. real property holding corporation” within the
meaning of Section 897 of the Code. If a Reference Share Issuer were so treated, certain adverse U.S. federal income
tax consequences could possibly apply. You should refer to any available information filed with the SEC by
Reference Share Issuers and consult your tax advisor regarding the possible consequences to you in this regard.

In the opinion of our counsel, Morrison & Foerster LLP, it would generally be reasonable to treat a note with terms
described in this pricing supplement as a pre-paid cash-settled derivative contract in respect of the Basket for U.S.
federal income tax purposes, and the terms of the notes require a holder and us (in the absence of a change in law or
an administrative or judicial ruling to the contrary) to treat the notes for all tax purposes in accordance with such
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characterization. If the notes are so treated, it would be reasonable for a United States holder to take the position that it
will recognize capital gain or loss upon the sale or maturity of the notes in an amount equal to the difference between
the amount a United States holder receives at such time and the United States holder’s tax basis in the notes.  In
general, a United States holder’s tax basis in the notes will be equal to the price the holder paid for the notes.  Capital
gain recognized by an individual United States holder is generally taxed at preferential rates where the property is held
for more than one year and is generally taxed at ordinary income rates where the property is held for one year or less.
The deductibility of capital losses is subject to limitations. The holding period for notes of a United States holder who
acquires the notes upon issuance will generally begin on the date after the issue date (i.e., the settlement date) of the
notes. If the notes are held by the same United States holder until maturity, that holder’s holding period will generally
include the maturity date. It is possible that the Internal Revenue Service could assert that a United States holder’s
holding period in respect of the notes should end on the date on which the amount the holder is entitled to receive
upon the maturity of the notes is determined, even though the holder will not receive any amounts from us in respect
of the notes prior to the maturity of the notes. In such case, a United States holder may be treated as having a holding
period in respect of the notes that is one year or less even if the holder receives cash upon maturity of the notes at a
time that is more than one year after the beginning of its holding period.
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Alternative Treatments

Alternative tax treatments of the notes are also possible and the Internal Revenue Service might assert that a treatment
other than that described above is more appropriate.  For example, it is possible that a holder would be required to
include the Dividend Amount (including any interest earned thereon) in income over the term of the notes even
though the holder will not receive any payments from us until maturity of the notes. In addition, it would also be
possible to treat the notes, and the Internal Revenue Service might assert that the notes should be treated, as a single
debt instrument.  Such a debt instrument would be subject to the special tax rules governing contingent payment debt
instruments.  If the notes are so treated, a United States holder would generally be required to accrue interest currently
over the term of the notes even though that holder will not receive any payments from us prior to maturity.  In
addition, any gain a United States holder might recognize upon the sale or maturity of the notes would be ordinary
income and any loss recognized by a holder at such time would be ordinary loss to the extent of interest that same
holder included in income in the current or previous taxable years in respect of the notes, and thereafter, would be
capital loss.

Because of the absence of authority regarding the appropriate tax characterization of the notes, it is also possible that
the Internal Revenue Service could seek to characterize the notes in a manner that results in other tax consequences
that are different from those described above.  For example, the Internal Revenue Service could possibly assert that
any gain or loss that a holder may recognize upon the sale or maturity of the notes should be treated as ordinary gain
or loss.  In addition, it is possible that the amount a holder receives upon sale or maturity that is attributable to the
Dividend Amount (and any interest earned thereon) will be taxable as ordinary income. Holders should consult their
tax advisors as to the tax consequences of such characterizations and any possible alternative characterizations of the
notes for U.S. federal income tax purposes.

The Internal Revenue Service has released a notice that may affect the taxation of holders of the notes.  According to
the notice, the Internal Revenue Service and the Treasury Department are actively considering whether the holder of
an instrument such as the notes should be required to accrue ordinary income on a current basis, and they sought
taxpayer comments on the subject.  It is not possible to determine what guidance they will ultimately issue, if any.  It
is possible, however, that under such guidance, holders of the notes will ultimately be required to accrue income
currently and this could be applied on a retroactive basis.  The Internal Revenue Service and the Treasury Department
are also considering other relevant issues, including whether additional gain or loss from such instruments should be
treated as ordinary or capital and whether the special “constructive ownership rules” of Section 1260 of the Code might
be applied to such instruments.  Holders are urged to consult their tax advisors concerning the significance, and the
potential impact, of the above considerations.  We intend to treat the notes for U.S. federal income tax purposes in
accordance with the treatment described in this pricing supplement unless and until such time as the Treasury
Department and Internal Revenue Service determine that some other treatment is more appropriate.

Backup Withholding and Information Reporting

Please see the discussion under “United States Federal Income Taxation—Other Considerations—Backup Withholding and
Information Reporting” in the accompanying prospectus for a description of the applicability of the backup withholding
and information reporting rules to payments made on your notes.

Non-U.S. Holders

The following discussion applies to non-U.S. holders of the notes.  A non-U.S. holder is a beneficial owner of a note
that, for U.S. federal income tax purposes, is a non-resident alien individual, a foreign corporation or a foreign estate
or trust.
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While the U.S. federal income tax treatment of the notes (including proper characterization of the Dividend Amount
for U.S. federal income tax purposes) is uncertain, U.S. federal income tax at a 30% rate (or at a lower rate under an
applicable income tax treaty) will be withheld in respect of the Dividend Amount paid to a non-U.S. holder unless
such payments are effectively connected with the conduct by the non-U.S. holder of a trade or business in the United
States (in which case, to avoid withholding, the non-U.S. holder will be required to provide a Form W-8ECI). We will
not pay any additional amounts in respect of such withholding. To claim benefits under an income tax treaty, a
non-U.S. holder must obtain a taxpayer identification number and certify as to its eligibility under the appropriate
treaty’s limitations on benefits article, if applicable (which certification may generally be made on an Internal Revenue
Service Form W-8BEN or W-8BEN-E, or a substitute or successor form).  In addition, special rules may apply to
claims for treaty benefits made by corporate non-U.S. holders.  A non-U.S. holder that is eligible for a reduced rate of
U.S. federal withholding tax pursuant to an income tax treaty may obtain a refund of any excess amounts withheld by
filing an appropriate claim for refund with the Internal Revenue Service.  The availability of a lower rate of
withholding or an exemption from withholding under an applicable income tax treaty will depend on the proper
characterization of the Dividend Amount under U.S. federal income tax laws and whether such treaty rate or
exemption applies to such payments.  No assurance can be provided on the proper characterization of the Dividend
Amount for U.S. federal income tax purposes and, accordingly, no assurance can be provided on the availability of
benefits under any income tax treaty.  Non-U.S. holders must consult their tax advisors in this regard.
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A non-U.S. holder will generally not be subject to U.S. federal income or withholding tax on any gain (not including
for the avoidance of doubt any amounts representing Dividend Amount which would be subject to the rules discussed
in the previous paragraph) upon the sale or maturity of the notes, provided that (i) the holder complies with any
applicable certification requirements (which certification may generally be made on an Internal Revenue Service Form
W-8BEN or W-8BEN-E, or a substitute or successor form), (ii) the payment is not effectively connected with the
conduct by the holder of a U.S. trade or business, and (iii) if the holder is a non-resident alien individual, such holder
is not present in the U.S. for 183 days or more during the taxable year of the sale or maturity of the notes.  In the case
of (ii) above, the holder generally would be subject to U.S. federal income tax with respect to any income or gain in
the same manner as if the holder were a U.S. holder and, in the case of a holder that is a corporation, the holder may
also be subject to a branch profits tax equal to 30% (or such lower rate provided by an applicable U.S. income tax
treaty) of a portion of its earnings and profits for the taxable year that are effectively connected with its conduct of a
trade or business in the U.S., subject to certain adjustments.

As discussed above, alternative characterizations of the notes for U.S. federal income tax purposes are
possible.  Should an alternative characterization, by reason of change or clarification of the law, by regulation or
otherwise, cause payments as to the notes to become subject to withholding tax in addition to the withholding tax
described above, we will withhold tax at the applicable statutory rate and we will not be required to pay any additional
amounts in respect of such withholding.  Prospective investors should consult their own tax advisors in this regard.

Payments made to a non-U.S. holder may be subject to information reporting and to backup withholding unless the
holder complies with applicable certification and identification requirements as to its foreign status.

A “dividend equivalent” payment is treated as a dividend from sources within the U.S. and such payments generally
would be subject to a 30% U.S. withholding tax if paid to a non-United States holder.  Under proposed Treasury
Department regulations, payments (including deemed payments) that are contingent upon or determined by reference
to actual or estimated U.S. source dividends, with respect to certain equity-linked instruments, whether explicitly
stated or implicitly taken into account in computing one or more of the terms of such instruments, may be treated as
dividend equivalents. If enacted in their current form, the regulations will impose a withholding tax on payments or
deemed payments made on the notes on or after January 1, 2016 that are treated as dividend equivalents.  However,
the U.S. Treasury Department and Internal Revenue Service have announced that they intend to limit this withholding
to equity-linked instruments issued on or after the date that is 90 days after the date of publication in the U.S. Federal
Register of final regulations addressing dividend equivalent withholding. If any payments are treated as dividend
equivalents subject to withholding, we (or the applicable paying agent) would be entitled to withhold taxes without
being required to pay any additional amounts with respect to amounts so withheld. 

Foreign Account Tax Compliance Act

The Foreign Account Tax Compliance Act imposes a 30% U.S. withholding tax on certain U.S. source payments,
including interest (and OID), dividends, other fixed or determinable annual or periodical gain, profits, and income,
and on the gross proceeds from a disposition of property of a type which can produce U.S. source interest or dividends
(“Withholdable Payments”), if paid to a foreign financial institution (including amounts paid to a foreign financial
institution on behalf of a holder), unless such institution enters into an agreement with the Treasury Department to
collect and provide to the Treasury Department substantial information regarding U.S. account holders, including
certain account holders that are foreign entities with U.S. owners, with such institution. A note may constitute an
account for these purposes. The legislation also generally imposes a withholding tax of 30% on Withholdable
Payments made to a non-financial foreign entity unless such entity provides the withholding agent with a certification
that it does not have any substantial U.S. owners or a certification identifying the direct and indirect substantial U.S.
owners of the entity.

Edgar Filing: WASHINGTON REAL ESTATE INVESTMENT TRUST - Form 10-K

Table of Contents 52



These withholding and reporting requirements generally apply to payments made after June 30, 2014 and to payments
of gross proceeds from a sale or redemption made after December 31, 2016. If we determine withholding is
appropriate with respect to the notes, we will withhold tax at the applicable statutory rate, and we will not pay any
additional amounts in respect of such withholding. Account holders subject to information reporting requirements
pursuant to the Foreign Account Tax Compliance Act may include holders of the notes. Foreign financial institutions
and non-financial foreign entities located in jurisdictions that have an intergovernmental agreement with the United
States governing the Foreign Account Tax Compliance Act may be subject to different rules.  Holders are urged to
consult with their own tax advisors regarding the possible implications of this legislation on their investment in the
notes.
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EMPLOYEE RETIREMENT INCOME SECURITY ACT

A fiduciary of a pension, profit-sharing or other employee benefit plan subject to the U.S. Employee Retirement
Income Security Act of 1974, as amended (“ERISA”) (each, a “Plan”), should consider the fiduciary standards of ERISA
in the context of the Plan’s particular circumstances before authorizing an investment in the notes.  Among other
factors, the fiduciary should consider whether the investment would satisfy the prudence and diversification
requirements of ERISA and would be consistent with the documents and instruments governing the Plan, and whether
the investment would involve a prohibited transaction under ERISA or the Code.

Section 406 of ERISA and Section 4975 of the Code prohibit Plans, as well as individual retirement accounts, Keogh
plans any other plans that are subject to Section 4975 of the Code (also “Plans”), from engaging in certain transactions
involving “plan assets” with persons who are “parties in interest” under ERISA or “disqualified persons” under the Code
with respect to the Plan.  A violation of these prohibited transaction rules may result in excise tax or other liabilities
under ERISA or the Code for those persons, unless exemptive relief is available under an applicable statutory,
regulatory or administrative exemption.  Employee benefit plans that are governmental plans (as defined in Section
3(32) of ERISA), certain church plans (as defined in Section 3(33) of ERISA) and non-U.S. plans (as described in
Section 4(b)(4) of ERISA) (“Non-ERISA Arrangements”) are not subject to the requirements of Section 406 of ERISA
or Section 4975 of the Code but may be subject to similar provisions under applicable federal, state, local, non-U.S.,
or other laws (“Similar Laws”).

The acquisition of notes by a Plan or any entity whose underlying assets include “plan assets” by reason of any Plan’s
investment in the entity (a “Plan Asset Entity”) with respect to which we or certain of our affiliates is or becomes a party
in interest or disqualified person may result in a prohibited transaction under ERISA or Section 4975 of the Code,
unless the notes are acquired pursuant to an applicable exemption.  The U.S. Department of Labor has issued five
prohibited transaction class exemptions, or “PTCEs,” that may provide exemptive relief if required for direct or indirect
prohibited transactions that may arise from the purchase or holding of notes.  These exemptions are PTCE 84-14 (for
certain transactions determined by independent qualified professional asset managers), PTCE 90-1 (for certain
transactions involving insurance company pooled separate accounts), PTCE 91-38 (for certain transactions involving
bank collective investment funds), PTCE 95-60 (for transactions involving certain insurance company general
accounts), and PTCE 96-23 (for transactions managed by in-house asset managers).  In addition, ERISA Section
408(b)(17) and Section 4975(d)(20) of the Code provide an exemption for the purchase and sale of securities offered
hereby, provided that neither the issuer of notes offered hereby nor any of its affiliates have or exercise any
discretionary authority or control or render any investment advice with respect to the assets of any Plan involved in
the transaction, and provided further that the Plan pays no more and receives no less than “adequate consideration” in
connection with the transaction (the “Service Provider Exemption”).  Any Plan fiduciary relying on the Service Provider
Exemption and purchasing the notes on behalf of a Plan must initially make a determination that (x) the Plan is paying
no more than, and is receiving no less than, “adequate consideration” in connection with the transaction and (y) neither
we nor any of our affiliates directly or indirectly exercises any discretionary authority or control or renders investment
advice with respect to the assets of the Plan which such fiduciary is using to purchase, both of which are necessary
preconditions to reliance on the Service Provider Exemption.  If we or any of our affiliates provides fiduciary
investment management services with respect to a Plan’s acquisition of the notes, the Service Provider Exemption may
not be available, and in that case, other exemptive relief would be required as precondition for purchasing the
notes.  Any Plan fiduciary considering reliance on the Service Provider Exemption is encouraged to consult with
counsel regarding the availability of the exemption.  There can be no assurance that any of the foregoing exemptions
will be available with respect to any particular transaction involving the notes, or that, if an exemption is available, it
will cover all aspects of any particular transaction.

Because we or our affiliates may be considered to be a party in interest with respect to many Plans, the notes may not
be purchased, held or disposed of by any Plan, unless such purchase, holding or disposition is eligible for exemptive
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relief, including relief available under PTCE 96-23, 95-60, 91-38, 90-1, or 84-14 or the Service Provider Exemption,
or such purchase, holding or disposition is not otherwise prohibited.  Except as otherwise set forth in any applicable
pricing supplement, by its purchase of any notes, each purchaser (whether in the case of the initial purchase or in the
case of a subsequent transferee) will be deemed to have represented and agreed by its purchase and holding of the
notes offered hereby that either (i) it is not and for so long as it holds a note, it will not be a Plan, a Plan Asset Entity,
or a Non-ERISA Arrangement, or (ii) its purchase and holding of the notes will not constitute or result in a
non-exempt prohibited transaction under Section 406 of ERISA or Section 4975 of the Code or, in the case of such a
Non-ERISA Arrangement, under any Similar Laws.

In addition, any purchaser that is a Plan or a Plan Asset Entity or that is acquiring the notes on behalf of a Plan or a
Plan Asset Entity, including any fiduciary purchasing on behalf of a Plan or Plan Asset entity, will be deemed to have
represented, in its corporate and its fiduciary capacity, by its purchase and holding of the notes that (a) neither we nor
any of our respective affiliates or agents are a “fiduciary” (under Section 3(21) of ERISA, or under any final or proposed
regulations thereunder, or with respect to a non-ERISA Arrangement under any Similar Laws with respect to the
acquisition, holding or disposition of the notes, or as a result of any exercise by us or our affiliates or agents of any
rights in connection with the notes), (b) no advice provided by us or any of our affiliates or agents has formed a
primary basis for any investment decision by or on behalf of such purchaser in connection with the notes and the
transactions contemplated with respect to the notes, and (c) such purchaser recognizes and agrees that any
communication from us or any of our affiliates or agents to the purchaser with respect to the notes is not intended by
us or any of our affiliates or agents to be impartial investment advice and is rendered in our or our affiliates’ or agents’
capacity as a seller of such notes and not a fiduciary to such purchaser.
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Due to the complexity of these rules and the penalties that may be imposed upon persons involved in non-exempt
prohibited transactions, it is important that fiduciaries or other persons considering purchasing notes on behalf of or
with the assets of any Plan, a Plan Asset Entity or Non-ERISA Arrangement consult with their counsel regarding the
availability of exemptive relief under any of the PTCEs listed above, the Service Provider Exemption or the potential
consequences of any purchase or holding under Similar Laws, as applicable.  Purchasers of notes have exclusive
responsibility for ensuring that their purchase and holding of notes do not violate the fiduciary or prohibited
transaction rules of ERISA or the Code or any similar provisions of Similar Laws.  The sale of any notes to a Plan,
Plan Asset Entity or Non-ERISA Arrangement is in no respect a representation by us or any of our affiliates or
representatives that such an investment meets all relevant legal requirements with respect to investments by any such
Plans, Plan Asset Entities or Non-ERISA Arrangements generally or any particular Plan, Plan Asset Entity or
Non-ERISA Arrangement or that such investment is appropriate for such Plans, Plan Asset Entities or Non-ERISA
Arrangements generally or any particular Plan, Plan Asset Entity or Non-ERISA Arrangement.
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USE OF PROCEEDS AND HEDGING

We will use the net proceeds we receive from the sale of the notes for the purposes we describe in the accompanying
prospectus and the accompanying prospectus supplement under “Use of Proceeds.”  We or our affiliates may also use
those proceeds in transactions intended to hedge our respective obligations under the notes as described below.

We or our affiliates expect to enter into hedging transactions involving, among other transactions, purchases or sales
of one or more of the Reference Shares, or listed or over-the-counter options, futures and other instruments linked to
the Reference Shares.  In addition, from time to time after we issue the notes, we or our affiliates expect to enter into
additional hedging transactions and to unwind those we have entered into in connection with the notes.  Consequently,
with regard to the notes, we or our affiliates from time to time expect to acquire or dispose of the Reference Shares or
positions in listed or over-the-counter options, futures or other instruments linked to one or more of the Reference
Shares.

We or our affiliates may acquire a long position in securities similar to the notes from time to time and may, in our or
their sole discretion, hold, resell or repurchase those securities.

In the future, we or our affiliates expect to close out hedge positions relating to the notes and possibly relating to other
securities or instruments with returns linked to one or more of the Reference Shares.  We expect these steps to involve
sales of instruments linked to the Reference Shares on or shortly before the valuation date.  These steps may also
involve transactions of the type contemplated above.  Notwithstanding the above, we are permitted to and may choose
to hedge in any manner not stated above; similarly, we may elect not to enter into any such transactions.  Investors
will not have knowledge about our hedging positions.

We have no obligation to engage in any manner of hedging activity and will do so solely at our discretion and for our
own account.  No holder of any notes will have any rights or interest in our hedging activity or any positions we or
any counterparty may take in connection with our hedging activity.
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SUPPLEMENTAL PLAN OF DISTRIBUTION (CONFLICTS OF INTEREST)

We, either ourselves or through BMOCM as agent, have entered into an arrangement with Ameriprise Financial,
whereby Ameriprise Financial will distribute the notes.  Such distribution may occur on or subsequent to the Issue
Date. The notes sold by Ameriprise Financial to investors will be offered at the issue price of $1,000 per note.
Ameriprise Financial will receive the compensation set forth on the cover page of this pricing supplement.

We own, directly or indirectly, all of the outstanding equity securities of BMOCM, the agent for this offering. In
accordance with FINRA Rule 5121, BMOCM may not make sales in this offering to any of its discretionary accounts
without the prior written approval of the customer.

We reserve the right to withdraw, cancel or modify the offering of the notes and to reject orders in whole or in
part.  You may cancel any order for the notes prior to its acceptance.

You should not construe the offering of the notes as a recommendation of the merits of acquiring an investment linked
to any of the Reference Shares or investment advice, or as to the suitability of an investment in the notes.

BMOCM may, but is not obligated to, make a market in the notes. BMOCM will determine any secondary market
prices that it is prepared to offer in its sole discretion.

We may use this pricing supplement in the initial sale of the notes. In addition, BMOCM or another of our affiliates
may use the final pricing supplement relating to the notes in market-making transactions in any notes after their initial
sale. Unless BMOCM or we inform you otherwise in the confirmation of sale, the final pricing supplement is being
used by BMOCM in a market-making transaction.

For a period of approximately three months following issuance of the notes, the price, if any, at which we or our
affiliates would be willing to buy the notes from investors, and the value that BMOCM may also publish for the notes
through one or more financial information vendors and which could be indicated for the notes on any brokerage
account statements, will reflect a temporary upward adjustment from our estimated value of the notes that would
otherwise be determined and applicable at that time. This temporary upward adjustment represents a portion of (a) the
hedging profit that we or our affiliates expect to realize over the term of the notes and (b) the underwriting discount
and selling concessions paid in connection with this offering. The amount of this temporary upward adjustment will
decline to zero on a straight-line basis over the three-month period.

ADDITIONAL INFORMATION RELATING TO THE ESTIMATED INITIAL VALUE OF THE NOTES

Our estimated initial value of the notes on the date of this preliminary pricing supplement, and that will be set forth on
the cover page of the final pricing supplement relating to the notes, equals the sum of the values of the following
hypothetical components:

•a fixed-income debt component with the same tenor as the notes, valued using our internal funding rate for
structured notes; and

• one or more derivative transactions relating to the economic terms of the notes.

The internal funding rate used in the determination of the initial estimated value generally represents a discount from
the credit spreads for our conventional fixed-rate debt.  The value of these derivative transactions are derived from our
internal pricing models.  These models are based on interest rates and other factors.  As a result, the estimated initial
value of the notes on the pricing date will be determined based on market conditions at that time.
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