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FORWARD LOOKING STATEMENTS
Some of the statements contained in this Annual Report on Form 10-K constitute forward-looking statements within
the meaning of the federal securities laws. Any forward-looking statements contained in this Annual Report on Form
10-K are intended to be made pursuant to the safe harbor provisions of Section 27A of the Securities Act of 1933, as
amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as amended, or the Exchange
Act. Forward-looking statements relate to expectations, beliefs, projections, future plans and strategies, anticipated
events or trends and similar expressions concerning matters that are not historical facts. In particular, statements
pertaining to our capital resources, portfolio performance and results of operations contain forward-looking
statements. Likewise, all of our statements regarding anticipated growth in our funds from operations and anticipated
market conditions are forward-looking statements. In some cases, you can identify forward-looking statements by the
use of forward-looking terminology such as “may,” “will,” “should,” “expects,” “intends,” “plans,” “anticipates,” “believes,” “estimates,”
“predicts,” or “potential” or the negative of these words and phrases or similar words or phrases which are predictions of
or indicate future events or trends and which do not relate solely to historical matters. You can also identify
forward-looking statements by discussions of strategy, plans or intentions.

The forward-looking statements contained in this Annual Report on Form 10-K reflect our current views about future
events and are subject to numerous known and unknown risks, uncertainties, assumptions and changes in
circumstances that may cause our actual results to differ significantly from those expressed in any forward-looking
statement. We do not guarantee that the transactions and events described will happen as described (or that they will
happen at all). We disclaim any obligation to publicly update or revise any forward-looking statement to reflect
changes in underlying assumptions or factors, of new information, data or methods, future events or other changes.
For a further discussion of these and other factors that could cause our future results to differ materially from any
forward-looking statements, see the section entitled “Risk Factors” in this Annual Report on Form 10-K.
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EXPLANATORY NOTE

References in this Annual Report on Form 10-K to the Company, EQC, we, us or our, refer to Equity Commonwealth
and its consolidated subsidiaries as of December 31, 2015, unless the context indicates otherwise.

PART I
Item 1.    Business.
The Company.    We are an internally managed and self-advised real estate investment trust, or REIT, engaged in the
ownership and operation primarily of office buildings throughout the United States. We were formed in 1986 under
Maryland law and we have elected to be taxed as a REIT under the Internal Revenue Code of 1986, as amended (the
Code).
At December 31, 2015, our portfolio included 65 properties (127 buildings) with a combined 24.0 million square feet
for a total investment of $3.9 billion at cost and a depreciated book value of $3.0 billion. Following our transition
from external management to internal management in 2014, we undertook a comprehensive review of our portfolio
and our operations and developed a strategy that focuses on reshaping our portfolio to higher quality assets. We are in
the process of executing this strategy and disposed of 91 properties (135 buildings) and one land parcel during 2015,
with a combined 18.9 million square feet for an aggregate gross sales price of $2.0 billion, excluding closing costs. As
a result of these dispositions, we have concentrated our portfolio, exiting 68 cities, seven states and one country.
We have generated significant proceeds from dispositions and have a cash balance of $1.8 billion as of December 31,
2015. We are seeking to reinvest capital in opportunities that offer a compelling risk-reward profile in order to create a
foundation for long-term growth. We also remain focused on creating value through proactive asset management and
improving operating results.
As of December 31, 2015, we had 66 full-time employees.
Our principal executive offices are located at Two North Riverside Plaza, Suite 2100, Chicago, Illinois 60606, and our
telephone number is (312) 646-2800.
Policies with Respect to Certain Activities
The discussion below sets forth certain additional information regarding our investment, disposition and financing
policies. These policies are established by our Board of Trustees and may be changed by our Board of Trustees at any
time without shareholder approval.
Investment Policies.    In evaluating potential investments and asset sales, we consider various factors, including but
not limited to the following:
•the historical and projected rents received and likely to be received from the property;

•the historical and expected operating expenses, including real estate taxes, incurred and expected to be incurred at theproperty;
•the growth, tax and regulatory environments of the market in which the property is located;
•the quality, experience and credit worthiness of the property's tenants;
•occupancy and demand for similar properties in the same or nearby markets;

•the construction quality, physical condition and design of the property, and expected capital expenditures that may beneeded to be made to the property;
•the location and type of property; and
•the pricing of comparable properties as evidenced by recent market sales.
We have no policies which specifically limit the percentage of our assets which may be invested in any individual
property, in any one type of property, in properties in one geographic area, in properties leased to any one tenant or in
properties leased to an affiliated group of tenants.
We generally prefer 100% owned investments in fee interests. However, circumstances may arise in which we may
invest in leaseholds, joint ventures, mortgages and other real estate interests. We may invest in real estate joint
ventures if we conclude
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that by doing so we may benefit from the participation of co-venturers or that our opportunity to participate in the
investment is contingent on the use of a joint venture structure. We may invest in participating, convertible or other
types of mortgages if we conclude that by doing so we may benefit from the cash flow or appreciation in the value of
a property which is not available for purchase. Further, we have in the past provided seller financing for properties we
have sold and may do so again in the future.
In the past, we have considered the possibility of entering into mergers or strategic combinations with other
companies. We may undertake such considerations in the future. A principal goal of any such transaction will be to
increase our profits and diversify their sources.
Disposition Policies.    We have completed a significant number of dispositions over the past two years and currently
anticipate disposing of a significant number of our properties as part of our business strategy to reposition our
portfolio.
Our Board of Trustees adopted a strategy to consider disposing of assets that have one or more of the following
attributes:
•assets that do not offer an opportunity to create a competitive advantage,
•assets that are less than 150,000 square feet,
•assets that are not office buildings,
•assets that are not located in the U.S., or
•assets that produce a low cash yield or require significant capital expenditures.
Disposition decisions are made based on a number of factors including those set forth above and the following:
•the proposed sale price; and
•the existence of alternative sources, uses or needs for capital.
The ability of our management team to implement this business strategy depends substantially on identifying and
completing dispositions at favorable prices and successfully redeploying the capital received from dispositions. We
expect to reinvest capital received from dispositions we complete but cannot provide any assurances that we will be
successful. In addition, it may take a long period of time before we are able to reposition our portfolio.
Financing Policies.    Our revolving credit facility and term loan agreements and our debt indenture and its
supplements contain financial covenants that, among other things, restrict our ability to incur indebtedness and require
us to maintain certain financial ratios and a minimum net worth. Our Board of Trustees may determine to seek
additional capital through equity offerings, debt financings, retention of cash flows in excess of distributions to
shareholders or a combination of these methods. Some of our properties are encumbered by mortgages. To the extent
that our Board of Trustees decides to obtain additional debt financing, we may do so on an unsecured basis or a
secured basis, subject to limitations in existing financing or other contractual arrangements; we may seek to obtain
other lines of credit or to issue securities senior to our common and/or preferred shares, including preferred shares or
debt securities which may be convertible into common shares or be accompanied by warrants to purchase common
shares; or we may engage in transactions which involve a sale or other conveyance of properties to affiliated or
unaffiliated entities. We may finance acquisitions by an exchange of properties, by borrowing under our credit facility,
by assuming outstanding mortgage debt on the acquired properties, by the issuance of additional equity or debt
securities or by using retained cash flow from operations which may exceed our earnings. The proceeds from any of
our financings may be used to pay distributions, to provide working capital, to refinance existing indebtedness or to
finance acquisitions and expansions of existing or new properties. We may from time to time re-evaluate and modify
our financing policies in light of then current market conditions, relative availability and costs of debt and equity
capital, the changing values of properties, growth and acquisition opportunities and other factors, and we may increase
or decrease our ratio of debt to total capitalization.
Competition.    Investing in and operating office real estate is a highly competitive business. We compete against other
REITs, numerous financial institutions, individuals and public and private companies who are actively engaged in this
business. Also, we compete for tenants and investments based on a number of factors including pricing, underwriting
criteria and reputation. Our ability to successfully compete is also impacted by economic and population trends,
availability of acceptable investment opportunities, our ability to negotiate beneficial leasing and investment terms,

Edgar Filing: Equity Commonwealth - Form 10-K

7



availability and cost of capital and new and existing laws and regulations. Some of our competitors are dominant in
selected geographic markets, including in markets in which we operate. Many of our competitors have greater
financial and other resources than we have.
For additional information on competition and the risks associated with our business, please see "Risk Factors" in
Part I, Item 1A of this Annual Report on Form 10-K.

2

Edgar Filing: Equity Commonwealth - Form 10-K

8



Environmental and Climate Change Matters.    Under various environmental, health and safety laws, owners and
operators, including tenants of real estate may be subject to liabilities resulting from the presence of hazardous
substances, waste or petroleum products at, on, under, or emanating from such property, including costs for
investigating and remediating or removing hazardous substances present at or migrating from such properties,
liabilities for property damage or personal injuries, natural resource damages, and costs and losses arising from
property use restrictions or diminution in value. We, or our tenants, also may incur liability for failing to comply with
environmental, health and safety laws. We do not believe that there are environmental conditions or issues at any of
our properties that have had or will have a material adverse effect on us. However, no assurances can be given that
conditions or issues are not present at our properties or that costs we may be required to incur in the future to
remediate contamination or comply with environmental, health and safety laws will not have a material adverse effect
on our business or financial condition.
We estimate the cost to remove hazardous substances or address environmental issues at some of our properties based
in part on environmental surveys conducted on our properties.
Some of our properties have been or may be impacted by releases of hazardous substances or petroleum products.
Such contamination may arise from a variety of sources, including historic uses of our properties for commercial or
industrial purposes, spills of such materials at adjacent properties, or releases from tanks used on our properties to
store petroleum or hazardous substances. In addition, certain of our properties are on sites upon which or are adjacent
to or near other properties upon which others, including former owners or tenants, have engaged, or may in the future
engage, in activities that may release petroleum products or other hazardous or toxic substances. Though we have
reviewed these and our other properties for potential environmental liabilities, we cannot assure that we have
identified all potential environmental liabilities.
Certain of our buildings contain asbestos. We believe any asbestos in our buildings is contained in accordance with
current regulations. If we remove the asbestos or renovate or demolish these properties, certain environmental
regulations govern the manner in which the asbestos must be handled and removed, which could result in increased
costs.
For more information regarding environmental matters and their possible adverse impact on us, see "Risk
Factors-Risks Related to Our Business-We could incur significant costs and liabilities with respect to environmental
matters” in Part I, Item 1A.
The current political debate about climate change has resulted in various treaties, laws and regulations which are
intended to limit carbon emissions. We believe these laws being enacted or proposed may cause energy costs at our
properties to increase, but we do not expect the direct impact of these increases to be material to our results of
operations because the increased costs either would be the responsibility of our tenants directly or in large part may be
passed through by us to our tenants as additional lease payments. Although we do not believe it is likely in the
foreseeable future, laws enacted to mitigate climate change may make some of our buildings obsolete or cause us to
make material investments in our properties which could materially and adversely affect our financial condition. We
continuously study ways to improve the energy efficiency at all of our properties. For more information regarding
climate change matters and their possible adverse impact on us, see "Risk Factors—Risks Related to Our Business—We
may be adversely affected by laws, regulations or other issues related to climate change" in Part I, Item 1A and
"Management's Discussion and Analysis—Impact of Climate Change" in Part II, Item 7 of this Annual Report on
Form 10-K.
Information About Geographic Areas
We owned assets in Australia prior to the sale of these assets in June 2015. As of December 31, 2014 and 2013, we
had assets in Australia of $252.0 million and $285.1 million, respectively. For the years ended December 31, 2015,
2014 and 2013, we recognized revenues in Australia of $12.7 million, $30.1 million and $33.1 million, respectively.
Internet Website
Our internet website address is www.eqcre.com. Copies of our Corporate Governance Guidelines, Code of Business
Conduct and Ethics, policy outlining procedures for handling concerns or complaints about accounting, internal
accounting controls or auditing matters, and the charters of our Audit, Compensation and Nominating and Corporate
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Governance committees are posted on our website and may be obtained free of charge by writing to our Secretary,
Equity Commonwealth, Two North Riverside Plaza, Suite 2100, Chicago, Illinois 60606. We make available, free of
charge, on our website, our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on
Form 8-K and amendments to these reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended, or the Exchange Act, as soon as reasonably practicable after these forms are filed
with, or furnished to, the SEC. Any shareholder or other interested party who desires to communicate with our Board
of Trustees, or our non-management Trustees, individually or as a group, may do so by filling out a report on our
website. Our website address is included several times in this Annual Report on
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Form 10-K as a textual reference only and the information on the website is not incorporated by reference into this
Annual Report on Form 10-K.
RISK FACTORS
Item 1A.    Risk Factors.
Our business faces many risks. The risks described below may not be the only risks we face but are the risks we know
of that we believe may be material at this time. Additional risks that we do not yet know of, or that we currently think
are immaterial, may also impair our business operations or financial results. If any of the events or circumstances
described in the following risks occurs, our business, financial condition or results of operations could suffer and the
trading price of our securities could decline. Investors and prospective investors should consider the following risks
and the information contained under the heading "Forward Looking Statements" before deciding whether to invest in
our securities.
Risks Related to Our Business
We may not be successful in repositioning our portfolio, which may reduce the size of our business and negatively
affect our financial condition or results of operations.

Subsequent to our transition from external management to internal management in 2014, we undertook a
comprehensive review of our portfolio and our operations and developed a strategy that focuses on reshaping our
portfolio. We are in the process of executing this strategy and have completed 91 property dispositions totaling $2.0
billion through December 31, 2015, significantly reducing the size of our business. As of December 31, 2014, our
portfolio included 156 properties (262 buildings) with a combined 42.9 million square feet for a total investment of
$5.7 billion at cost, whereas as of December 31, 2015, our portfolio included 65 properties (127 buildings) with a
combined 24.0 million square feet for a total investment of $3.9 billion at cost. In addition, we are pursuing additional
dispositions, which we anticipate will further reduce the size of our business. As of December 31, 2015, we had $1.8
billion of cash on hand. Although we expect to reinvest the capital we have received from dispositions, we cannot
provide any assurances that we will be successful. During the time that we are looking for reinvestment opportunities,
our financial condition and results of operations may be materially and adversely affected. While we are looking for
reinvestment opportunities, our operating income is likely to be reduced, which may adversely affect our results of
operations or decrease amounts available to be distributed to shareholders. Prior to any investment of proceeds from
our completed dispositions, the market price of our common shares may fluctuate or decrease as a result of investors’
perceptions of our ability to successfully capitalize on strategic opportunities in order to reposition our portfolio.

If we are unable to identify attractive opportunities to redeploy the capital received from dispositions pursuant to our
disposition strategy, we may sell all of our remaining assets and wind down, liquidate or dissolve our Company,
which may be a lengthy process, yield unexpected results and diminish or delay any potential distributions to our
shareholders. 

We are seeking opportunities to reinvest capital received from dispositions, but we cannot provide any assurances that
we will be successful in making such investments. We are actively evaluating various strategies and one possibility is
to decide to sell all or substantially all of our remaining assets and liquidate or sell the Company. No such decision has
been made as of the date of this filing and we cannot predict the timing of making any such decision. In the event of a
wind down, liquidation or dissolution of the Company, holders of our common shares may not realize the return on
investment expected at the time they purchased our common shares.
Our disposition strategy may be unsuccessful and may result in expenses and reputational harm.
A central element of our current business plan focuses on continuing to dispose of a significant number of our
properties. We cannot be assured that we will be able to find attractive sale opportunities or that any sale will be
completed in a timely manner, if at all. Our ability to continue to sell certain of our properties, and the prices we
receive upon any such sales, may be negatively affected by many factors. In particular, these factors could arise from
weakness in or the lack of an established market for a property, changes in the financial condition or prospects of
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prospective purchasers, a limited number of prospective purchasers in certain markets, increase in the cost of or lack
of availability of debt, the number of competing properties on the market, a deterioration in current local, national or
international economic conditions, and changes in laws, regulations or fiscal policies of jurisdictions in which the
property is located. In addition, provisions of the Code relating to REITs may limit our ability to sell properties. See
risk factor below “Risks Related to Our Taxation as a REIT - The tax on “prohibited transactions” may limit our ability to
engage in transactions which would be treated as sales for U.S. federal income tax purposes.” For these reasons, we
may be unable to sell certain of our properties for an extended period of time or at all, and our business plan to sell
certain of our properties may not succeed and we may incur expenses and reputational harm.
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We may encounter unanticipated difficulties relating to acquisitions, which could undermine our business plan to
acquire additional properties.
An element of our business plan involves the acquisition of additional properties as we are presented with attractive
opportunities. Due to a number of factors, such as high asking prices for properties on the market, we may be unable
to identify attractive acquisition opportunities. Additionally, we are likely to face competition for acquisition
opportunities from other investors and this competition may adversely affect our ability to carry out our business
strategy. In light of these challenges, we cannot be assured that we will be able to consummate attractive acquisition
opportunities or that acquisitions we make will be successful.
We might encounter unanticipated difficulties and expenditures relating to any acquired properties. Newly acquired
properties might require significant management attention that would otherwise be devoted to our ongoing business.
We might never realize the anticipated benefits of our acquisitions. Notwithstanding pre-acquisition due diligence, we
do not believe that it is possible to fully understand a property before it is owned and operated for an extended period
of time. For example, we could acquire a property that contains undisclosed defects in design or construction. In
addition, after our acquisition of a property, the market in which the acquired property is located may experience
unexpected changes that adversely affect the property's value. The occupancy of properties that we acquire may
decline during our ownership, and rents that are in effect at the time a property is acquired may decline thereafter.
Also, our property operating costs for acquisitions may be higher than we anticipate and acquisitions of properties
may not yield the returns we expect and, if financed using debt or new equity issuances, may result in shareholder
dilution. For these reasons, among others, our business plan to acquire additional properties may not succeed or may
cause us losses.
Our reliance upon CBRE, Inc., or CBRE, for third party property management may have a negative effect on our
financial condition and results of operations.

We have engaged CBRE to provide property management services for substantially all of our properties pursuant to a
master property management agreement. The successful operation and management of our properties requires
significant coordination between us and CBRE. Additionally, upon the expiration of the initial term of our agreement
with CBRE in September 2016, CBRE is permitted to terminate the property management agreement, as a whole or as
to any one or more of our properties, without cause upon providing three months’ notice, and we are permitted to
terminate the property management agreement, as a whole or as to any one or more of our properties, without cause
upon 60 days’ notice. If we are unable to successfully coordinate with CBRE with respect to property management or
the property management agreement with CBRE is terminated, in whole or in part, our operations could be disrupted,
which may have a negative effect on our financial condition and results of operations.

We are currently dependent upon economic conditions relating to the commercial office real estate market, and
adverse economic or regulatory developments in this market could materially and adversely affect our results of
operations.
Our business is dependent upon the economic and regulatory environment (such as business layoffs or downsizing,
industry slowdowns, relocations of businesses, increases in real estate and other taxes, costs of complying with
governmental regulations or increased regulation). Such adverse developments could materially reduce the value of
our real estate portfolio and our rental revenues, and thus materially and adversely affect our ability to service current
debt and to pay distributions to shareholders. If economic conditions in our market worsen or fail to grow at a
sufficient pace, we may experience reduced demand from tenants for our properties. A significant economic downturn
in our market could adversely affect our results of operations.

Future impairment charges could have a material adverse effect on our results of operations in the period for which the
charge occurs.
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We periodically evaluate the recoverability of the carrying values of each of the real estate assets that comprise our
portfolio. In undertaking our portfolio reviews, we comprehensively review our portfolio to evaluate whether there are
any indicators, including property operating performance and general market conditions, that the value of the real
estate properties (including any related amortizable intangible assets or liabilities) may not be recoverable. In 2014,
we determined that due to the shortening of the expected periods of ownership of a number of our assets, as a result of
the disposition plan, it was necessary to reduce the net book value of a portion of the real estate assets in our portfolio
to their estimated fair values.  As a result, we recorded a loss on asset impairment for 34 properties of $167.1 million
in 2014, to reflect the estimated fair values of those real estate assets in our portfolio that failed the recoverability test
because their net book values exceeded their fair values.  We reduced the aggregate carrying value of these properties
from $581.7 million to their estimated fair value of $414.6 million. We recorded a total impairment charge of $17.2
million during the year ended December 31, 2015, based upon updated market

5

Edgar Filing: Equity Commonwealth - Form 10-K

14



information in accordance with our impairment analysis procedures. There can be no assurance that we will not take
additional charges in the future related to the impairment of our assets.
As part of the evaluation of our portfolio, we compare the current carrying value of the asset to the estimated
undiscounted cash flows that are directly associated with the use and ultimate disposition of the asset. Our estimated
cash flows are based on several key assumptions, including rental rates, costs of tenant improvements, leasing
commissions, anticipated hold periods, and assumptions regarding the residual value upon disposition, including the
exit capitalization rate. These key assumptions are subjective in nature and could differ materially from actual results.
Additionally, changes in our disposition strategy or changes in the marketplace may alter the hold period of an asset or
asset group, which may result in an impairment loss and such loss could be material to the Company's financial
condition or operating performance. To the extent that the carrying value of the asset exceeds the estimated
undiscounted cash flows, an impairment loss is recognized equal to the excess of carrying value over fair value. Any
future impairment could have a material adverse effect on our results of operations in the period in which the charge is
taken.
Additionally, the fair value of real estate assets is highly subjective and is determined through comparable sales
information and other market data if available, or through use of an income approach such as the direct capitalization
method or the discounted cash flow approach. Such cash flow projections consider factors, including expected future
operating income, trends and prospects, as well as the effects of demand, competition and other factors, and therefore
are subject to a significant degree of management judgment. In estimating the fair value of undeveloped land, we
generally use market data and comparable sales information. These subjective assessments have a direct impact on our
net income because recording an impairment charge results in an immediate negative adjustment to net income. Thus,
our results of operations may be significantly affected by the subjective judgments of our management team as to the
fair value of our properties.
If global market and economic conditions worsen or do not fully recover, our business, financial condition and results
of operations could be adversely affected.

In the United States, market and economic conditions continue to be uncertain and challenging with modest growth.
We are unable to predict with any certainty whether economic conditions will decline, remain stable or improve. If
current economic conditions deteriorate, business layoffs, downsizing, industry slowdowns and other similar factors
that affect our tenants could negatively impact commercial real estate fundamentals and result in lower occupancy,
lower rental rates and declining values in our real estate portfolio. Additionally, the cost and availability of credit and
the commercial real estate market generally may be adversely affected by persistent high levels of unemployment,
insufficient consumer demand or confidence, the impacts of changes in the U.S. federal budgetary process, changes in
regulatory environments and other macro-economic factors. Deteriorating economic conditions could also have an
impact on our lenders or tenants, causing them to fail to meet their obligations to us. No assurances can be given that
the current economic conditions will remain stable or improve, and if market and economic conditions weaken, our
ability to lease our properties and increase or maintain rental rates may be affected, which would have a material
adverse effect on our business, financial condition and results of operations.

Significant competition for tenants and acquisition opportunities may reduce rents and increase acquisition costs
which could materially and adversely affect our company.
All of our properties face competition for tenants. Some competing properties may be newer, better located or more
attractive to tenants. Competing owners may offer available space at lower rents than we offer at our properties. This
competition may affect our ability to attract and retain tenants and may reduce the rents we are able to charge.
In addition, we face significant competition for acquisition opportunities from other investors, including publicly
traded and private REITs, numerous financial institutions, individuals and public and private companies. Because of
competition, we may be unable to, or may pay a significantly increased purchase price to, acquire a desired property.
Some of our competitors may have greater financial and management resources than we do.
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When we renew leases or lease to new tenants our rents may decline and our expenses may increase and changes in
tenants' requirements for leased space may adversely affect us.
When we renew leases or lease to new tenants we may receive less rent than we currently receive. Market conditions
may require us to lower our rents to retain tenants. When we lease to new tenants or renew leases we may have to
spend substantial amounts for leasing commissions, tenant improvements or tenant inducements. Many of our leases
are for properties that are specially suited to the particular business of our tenants. Because these properties have been
designed or physically modified for a particular tenant, if the current lease is terminated or not renewed, we may be
required to renovate the property at substantial costs, decrease the rent we charge or provide other concessions in
order to lease the property to another tenant. In general, tenants have been seeking to increase their space utilization
under their leases, including reducing the amount of square footage per employee at leased properties, which may
reduce the demand for leased space. If a significant number of such
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events occur, our income and cash flow may materially decline and our ability to make regular distributions to our
shareholders may be jeopardized.
We have substantial debt obligations which could materially and adversely affect our cost of operations.
As of December 31, 2015, we had $1.7 billion in debt outstanding, which was 32.6% of our total book capitalization.
As a result, we are and expect to be subject to the risks normally associated with debt financing including:
•that interest rates may rise;
•that our cash flow will be insufficient to make required payments of principal and interest;
•that any refinancing will not be on terms as favorable as those of our existing debt;

•that required payments on mortgages and on our other debt are not reduced if the economic performance of anyproperty declines;
•that debt service obligations will reduce funds available for distribution to our shareholders;

•that any default on our debt, due to noncompliance with financial covenants or otherwise, could result in accelerationof those obligations;
•that we may be unable to refinance or repay the debt as it becomes due, and

•that if our degree of leverage is viewed unfavorably by lenders or potential joint venture partners, it could affect ourability to obtain additional financing.
If we default in paying any of our debts or honoring our debt covenants, it may create one or more cross defaults, our
debts may be accelerated and we could be forced to liquidate our assets for less than the values we would receive in a
more orderly process. Additionally, we may not be able to refinance or repay debt as it becomes due which may force
us to refinance or to incur additional indebtedness at higher rates and additional cost or, in the extreme case, to sell
assets or seek protection from our creditors under applicable law.
Our failure or inability to meet certain terms of our credit agreement, which includes our unsecured revolving credit
facility and term loans, may prevent us from making distributions to our shareholders.
Our credit agreement includes various conditions to borrowings and various financial and other covenants, including
covenants requiring us to maintain certain minimum debt service coverage and maximum leverage ratios, and events
of default. We may not be able to satisfy all of these conditions or may default on some of these covenants for various
reasons, including matters which are beyond our control. If we are unable to borrow under our revolving credit
facility, we may be unable to meet our business obligations or to grow by buying additional properties, or we may be
required to sell some of our properties. If we default under our credit agreement, the lenders may demand immediate
payment or elect not to make further borrowings available. Additionally, during the continuance of any event of
default under our credit agreement, we will be limited or in some cases prohibited from making distributions on our
shares. Any default under our credit agreement would likely have serious and adverse consequences to us and would
likely cause the market price of our shares to materially decline.
In the future, we may obtain additional debt financing, and the covenants and conditions which apply to any such
additional indebtedness may be more restrictive than the covenants and conditions contained in our current credit
agreement.
Changes in capital markets may adversely affect the value of an investment in our shares.
Although interest rates remain below historical long term averages, interest rates have recently risen. Increases in
interest rates may adversely affect us and the value of an investment in our shares, including in the following ways:

•

Amounts outstanding under our credit agreement bear interest at variable interest rates. When interest rates increase,
so will our interest costs, which could adversely affect our cash flow, ability to pay principal and interest on debt, cost
of refinancing debt when it becomes due and ability to make or sustain distributions to our shareholders. Additionally,
if we choose to hedge our interest rate risk, we cannot assure that the hedge will be effective or that our hedging
counterparty will meet its obligations to us.

•

An increase in interest rates could decrease the amount buyers may be willing to pay for our properties, thereby
reducing the market value of our properties and limiting our ability to sell properties or to obtain mortgage financing
secured by our properties. Increased interest rates may increase the cost of financing properties we acquire to the
extent we utilize leverage for those acquisitions and may result in a reduction in our acquisitions to the extent we
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reduce the amount we offer to pay for properties, due to the effect of increased interest rates, to a price that sellers may
not accept.
A lack of any limitation on our debt could result in our becoming more highly leveraged.
Our governing documents do not limit the amount of indebtedness we may incur. Furthermore, our note indenture and
credit agreement permit us and our subsidiaries to incur additional debt, including secured debt. Accordingly, we may
incur additional debt. We might become more highly leveraged as a result, and our financial condition, results of
operations and cash available for distribution to shareholders might be negatively affected, and the risk of default on
our indebtedness could increase.
We could become a party to legal proceedings, which could adversely affect our financial results and/or distract our
Board of Trustees and management.
As noted below in Item 3 "Legal Proceedings," we recently settled a number of complaints against certain of our
former officers and former Trustees who were named as defendants in a number of complaints seeking monetary
damages and declaratory and injunctive relief. Additional claims may be filed against us in connection with any action
we may or may not take, including any equity or debt financing we may undertake, any sales of our assets, past and
future amendments to our bylaws, our former Trustees' response to actions by our shareholders or others and other
actions by our former Trustees or by us. The results of litigation are difficult to predict and we can provide no
assurance that our legal conclusions or positions will be upheld. Moreover, claims of this nature present a risk of
protracted litigation, incurrence of significant attorneys' fees, costs and expenses, and diversion of management's
attention from the operation of our business. In addition, we have agreed to indemnify our present or former Trustees
or officers who are made or threatened to be made parties to a legal proceeding by reason of their service in that
capacity, which may be costly. Adverse rulings in any such legal proceedings could have a material adverse effect on
our financial results and condition and cause substantial reputational harm and/or a decline in the market price of our
shares.
We could incur significant costs and liabilities with respect to environmental matters.
Under various federal, state and local laws and regulations, as the current or former owners or operators of real estate,
we may be liable for costs and damages resulting from the presence or release of hazardous substances, including
waste or petroleum products, at, on, in, under or from such property, including costs for investigation, removal or
remediation of such contamination and for natural resource damages arising from such contamination. Such laws
often impose liability without regard to whether the owner or operator knew of, or was responsible for, the presence of
such contamination, and the liability may be joint and several. In addition, the presence of contamination or the failure
to remediate contamination at our properties may expose us to third-party liability for costs of remediation and/or
personal or property damage, adversely affect our ability to lease, sell or rent such property, or adversely affect our
ability to borrow using such property as collateral. Environmental laws may create liens on contaminated sites in favor
of the government for damages and costs it incurs to address such contamination. If contamination is discovered on
our properties, environmental laws also may impose restrictions on the manner in which those properties may be used
or businesses may be operated, and these restrictions may require significant expenditures. Additionally, we may
remain responsible for costs and liabilities arising from environmental issues related to representations and warranties
we make in sales agreements for properties of which we have disposed. We also may be liable for the costs of removal
or remediation of hazardous substances or waste at disposal or treatment facilities if we arranged for disposal or
treatment of hazardous substances at such facilities, whether or not we own or operate such facility.

Some of our properties have been or may be impacted by releases of hazardous substances or petroleum products.
Such contamination may arise from a variety of sources, including historic uses of our properties for commercial or
industrial purposes, spills of such materials at adjacent properties, or releases from tanks used on our properties to
store petroleum or hazardous substances. In addition, certain of our properties are on sites upon which or are adjacent
to or near other properties upon which others, including former owners or tenants, have engaged, or may in the future
engage, in activities that may release petroleum products or other hazardous or toxic substances.
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We, our tenants, and our properties are subject to various federal, state and local regulatory requirements related to
environmental, health and safety matters, such as environmental laws, state and local fire and safety requirements,
building codes and land use regulations. Failure to comply with these requirements could subject us or our tenants to
governmental fines or private litigant damage awards. In addition, compliance with these requirements, including new
requirements or stricter interpretation of existing requirements, may require us or our tenants to incur significant
expenditures. We do not know whether existing requirements will change or whether future requirements, including
any requirements that may emerge from pending or future climate change laws or regulations, will develop.
Environmental noncompliance liability also could impact a tenant’s ability to make rental payments to us, and our
reputation could be negatively affected if we or our tenant’s violate environmental laws or regulations.
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Buildings and other structures on properties that we currently or formerly own or operate or those we acquire or
operate in the future contain, may contain, or may have contained, asbestos-containing material (or ACM).
Environmental, health and safety laws require that ACM be properly managed and maintained, and include
requirements to undertake special precautions, such as removal or abatement, if ACM would be disturbed during
maintenance, renovation, or demolition of a building, potentially resulting in substantial costs. Moreover, laws
regarding ACM may impose fines and penalties on owners, employers and operators, and we may be subject to
liability for releases of ACM into the air and third parties may seek recovery from owners or operators of real property
for personal injury associated with ACM.
When excessive moisture accumulates in buildings or on building materials, mold growth may occur, particularly if
the moisture problem remains undiscovered or is not addressed over a period of time. Some molds may produce
airborne toxins or irritants. Indoor air quality issues also can stem from inadequate ventilation, chemical
contamination from indoor or outdoor sources, and other biological contaminants such as pollen, viruses and bacteria.
Indoor exposure to airborne toxins or irritants above certain levels can be alleged to cause a variety of adverse health
effects and symptoms, including allergic or other reactions. The presence of mold or other airborne contaminants in
our buildings could expose us to costs and liabilities to address these issues, including from third parties if property
damage or personal injury occurs.
We may be adversely affected by laws, regulations or other issues related to climate change.

If we become subject to laws or regulations related to climate change, our business, results of operations and financial
condition could be impacted adversely. The federal government has enacted, and some of the states and localities in
which we operate may enact certain climate change laws and regulations or have begun regulating carbon footprints
and greenhouse gas emissions. Although these laws and regulations have not had any known material adverse effects
on our business to date, they could result in substantial costs, including compliance costs, increased energy costs,
retrofit costs and construction costs, including monitoring and reporting costs, and capital expenditures for
environmental control facilities and other new equipment. Furthermore, our reputation could be negatively affected if
we violate climate change laws or regulations. We cannot predict how future laws and regulations, or future
interpretations of current laws and regulations, related to climate change will affect our business, results of operations
and financial condition. Lastly, the potential physical impacts of climate change on our operations are highly
uncertain, and would be particular to the geographic circumstances in areas in which we operate. These may include
changes in rainfall and storm patterns and intensities, water shortages, changing sea levels and changing temperatures.
These impacts may adversely affect our business, financial condition and results of operations. For more information
regarding climate change matters and their possible adverse impact on us, please see "Management's Discussion and
Analysis—Impact of Climate Change" in Part II, Item 7 of this Annual Report on Form 10-K.
We rely on information technology in our operations, and any material failure, inadequacy, interruption or security
failure of that technology could harm our business.
We rely on information technology networks and systems, including the Internet, to process, transmit and store
electronic information and to manage or support a variety of our business processes, including financial transactions
and maintenance of records, which may include personal identifying information of tenants and lease data. We rely on
commercially available systems, software, tools and monitoring to provide security for processing, transmitting and
storing confidential tenant information, such as individually identifiable information relating to financial accounts. As
our reliance on technology has increased, so have the risks posed to our systems, both internal and those we have
outsourced to third party service providers. In addition, information security risks have generally increased in recent
years due to the rise in new technologies and the increased sophistication and activities of perpetrators of cyber
attacks. Although we have taken steps to protect the security of the data maintained in our information systems, it is
possible that our security measures will not be able to prevent the systems' improper functioning, or the improper
disclosure of personally identifiable information such as in the event of cyber attacks. Security breaches, including
physical or electronic break-ins, computer viruses, attacks by hackers and similar breaches, can create system
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disruptions, shutdowns or unauthorized disclosure of confidential information. Any failure to maintain proper
function, security and availability of our information systems could interrupt our operations, damage our reputation,
subject us to liability claims or regulatory penalties and could materially and adversely affect us.
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Risks Related to the Real Estate Industry
Real estate ownership creates risks and liabilities that could have a material adverse effect on us, including our results
of operations and financial condition.
Our economic performance and the value of our real estate assets, and consequently the value of our securities, are
subject to risks inherently associated with real estate ownership, including:

•changes in supply of or demand for our properties or customers for such properties in areas in which we ownbuildings;

•the illiquid nature of real estate markets, which limits our ability to sell our assets rapidly or to respond to changingmarket conditions;
•the subjectivity of real estate valuations and changes in such valuations over time;
•property and casualty losses;

•the ongoing need for property maintenance and repair, and the need to make expenditures due to changes ingovernmental regulations, including the Americans with Disabilities Act;
•the inability of tenants to pay rent;

•
competition from the development of new properties in the markets in which we own property and the quality
of such competition, such as the attractiveness of our properties as compared to our competitors' properties
based on considerations such as convenience of location, rental rates, amenities and safety record;

•civil unrest, acts of war, acts of God, including earthquakes, hurricanes and other natural disasters (which may resultin uninsured losses), and other factors beyond our control;

•legislative, tax and regulatory developments that may occur at the federal, state and local levels that have direct orindirect impact on the ownership, leasing and operation of our properties; and
•litigation incidental to our business.

If any of the foregoing events occur, our properties may not generate revenues sufficient to meet our operating
expenses, including debt service and capital expenditures, and our cash flow and ability to pay distributions to our
shareholders will be adversely affected.

Potential losses may not be covered by insurance exposing us to potential risk of loss.

We do not carry insurance for generally uninsurable losses such as loss from riots, war or acts of God, and, in some
cases, flooding. Some of our policies, such as those covering losses due to terrorism, hurricanes, earthquakes and
floods, are insured subject to limitations involving large deductibles or co-payments and policy limits that may not be
sufficient to cover all losses. If we experience a loss that is uninsured or that exceeds policy limits, we could lose the
capital invested in the damaged properties as well as the anticipated future cash flows from those properties. Inflation,
changes in building codes and ordinances, environmental considerations, and other factors also might make it
impractical or undesirable to use insurance proceeds to replace a property after it has been damaged or destroyed. In
addition, if the damaged properties are subject to recourse indebtedness, we would continue to be liable for the
indebtedness, even if these properties were irreparably damaged.

Insurance coverage on our properties may be expensive or difficult to obtain, exposing us to potential risk of loss.

In the future, we may be unable to renew or duplicate our current insurance coverage at adequate levels or at
reasonable prices. In addition, insurance companies may no longer offer coverage against certain types of losses, such
as losses due to terrorist acts, environmental liabilities, or other catastrophic events including hurricanes and floods,
or, if offered, the expense of obtaining these types of insurance may not be justified. We therefore may cease to have
insurance coverage against certain types of losses and/or there may be decreases in the limits of insurance available. If
an uninsured loss or a loss in excess of our insured limits occurs, we could lose all or a portion of the capital we have
invested in a property, as well as the anticipated future revenue from the property after a covered period of time, but
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still remain obligated for any mortgage debt or other financial obligations related to the property. We cannot guarantee
that material losses in excess of insurance proceeds will not occur in the future. If any of our properties were to
experience a catastrophic loss, it could seriously disrupt our operations, delay revenue and result in large expenses to
repair or rebuild the property. Events such as these could adversely affect our results of operations and our ability to
meet our obligations.
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Actual or threatened terrorist attacks may adversely affect our ability to generate revenues and the value of our
properties.

We have significant investments in large metropolitan markets that have been or may be in the future the targets of
actual or threatened terrorism attacks. As a result, some tenants in these markets may choose to relocate their
businesses to other markets or to lower-profile office buildings within these markets that may be perceived to be less
likely targets of future terrorist activity. This could result in an overall decrease in the demand for office space in these
markets generally or in our properties in particular, 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 these markets 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.
Changes in accounting pronouncements may materially and adversely affect our financial statements, our tenants’
credit quality and our ability to secure long-term leases and renewal options.
Accounting policies and methods are fundamental to how we record and report our financial condition and results of
operations. Uncertainties posed by various initiatives of accounting standard-setting by the Financial Accounting
Standards Board and the Securities and Exchange Commission, which create and interpret applicable accounting
standards for U.S. companies, may change the financial accounting and reporting standards or their interpretation and
application of these standards that govern the preparation of our financial statements. These changes could have a
material impact on our reported financial condition and results of operations. In some cases, we could be required to
apply a new or revised standard retroactively, resulting in potentially material restatements of prior period financial
statements. Similarly, these changes could have a material impact on our tenants’ reported financial condition or results
of operations or could affect our tenants’ preferences regarding leasing real estate.
The Financial Accounting Standards Board has proposed accounting rules that would require companies to capitalize
all leases on their balance sheets by recognizing a lessee's rights and obligations. If such a proposal is adopted, many
companies that account for certain leases on an "off balance sheet" basis would be required to account for such leases
"on balance sheet." This change would remove many of the differences in the way companies account for owned
property and leased property, and could have a material effect on various aspects of our tenants' businesses, including
their credit quality and the factors they consider in deciding whether to own or lease properties. If the proposal is
adopted, it could cause companies that lease properties to prefer shorter lease terms, in an effort to reduce the leasing
liability required to be recorded on their balance sheets. The proposal could also make lease renewal options less
attractive, as, under certain circumstances, the rule would require a tenant to assume that a renewal right will be
exercised and accrue a liability relating to the longer lease term.
Risks Related to Our Securities
We cannot assure that we will make distributions to our shareholders, and distributions we may make may include a
return of capital.
Any distributions will be made at the discretion of our Board of Trustees and will depend upon various factors that our
Board of Trustees deems relevant, including, but not limited to, our results of operations, our financial condition, debt
and equity capital available to us, our expectations of our future capital requirements and operating performance,
including our funds from operations, or FFO, our normalized funds from operations, or Normalized FFO, and our cash
available for distribution, restrictive covenants in our financial or other contractual arrangements (including those in
our credit agreement and senior notes indenture), tax law requirements to maintain our status as a REIT, restrictions
under Maryland law and our expected needs and availability of cash to pay our obligations or to fund our acquisitions
strategy. Our making of distributions is subject to compliance with restrictions contained in our credit agreement and
our debt indenture. Additionally, our ability to make distributions will be adversely affected if any of the risks
described herein, or other significant adverse events, occur. For these reasons, among others, our distribution rate may
decline or we may cease making distributions. Also, our distributions may include a return of capital. As a result of
the taxable losses recognized on property sales in 2015 and the net operating loss carryforward from 2014, a
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distribution to common shareholders will not be required for 2015. There can be no assurance that we will pay
distributions in the future.
Changes in market conditions could adversely affect the market price of our common shares.

As with other publicly traded equity securities, the value of our common shares depends on various market conditions
that may change from time-to-time. Among the market conditions that may affect the value of our common shares are
the following:
•the extent of investor interest in our securities;
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• the general reputation of REITs and the attractiveness of our equity securities in comparison to other equity
securities, including securities issued by other real estate-based companies;

•our underlying asset value;
•national and global economic conditions;
•changes in tax laws;
•our financial performance;
•changes in our credit ratings; and
•general stock and bond market conditions.
The market value of our common shares is based primarily upon the market’s perception of our growth potential and
our current and potential future earnings and cash dividends. Consequently, our common shares may trade at prices
that are greater or less than our net asset value per share of common shares. If our future earnings or cash dividends
are less than expected, it is likely that the market price of our common shares will diminish.
Any notes we may issue will be effectively subordinated to the debts of our subsidiaries and our secured debt.
We conduct substantially all of our business through, and substantially all of our properties are owned by, our
subsidiaries. Consequently, our ability to pay debt service on our outstanding notes and any notes we issue in the
future will be dependent upon the cash flow of our subsidiaries and payments by those subsidiaries to us as dividends
or otherwise. Our subsidiaries are separate legal entities and have their own liabilities. Payments due on our
outstanding notes, and any notes we may issue, are, or will be, effectively subordinated to liabilities of our
subsidiaries, including guaranty liabilities. As of December 31, 2015, our subsidiaries had $249.7 million of debt. Our
outstanding notes are, and any notes we may issue will be, effectively subordinated to any secured debt with regard to
our assets pledged to secure those debts.
Our notes may permit redemption before maturity, and our noteholders may be unable to reinvest proceeds at the same
or a higher rate.
The terms of our notes may permit us to redeem all or a portion of our outstanding notes after a certain amount of
time, or up to a certain percentage of the notes prior to certain dates. Generally, the redemption price will equal the
principal amount being redeemed, plus accrued interest to the redemption date, plus any applicable premium. If a
redemption occurs, our noteholders may be unable to reinvest the money they receive in the redemption at a rate that
is equal to or higher than the rate of return on the applicable notes.
There may be no public market for notes we may issue and one may not develop.
Generally, any notes we may issue will be a new issue for which no trading market currently exists. We may not list
our notes on any securities exchange or seek approval for price quotations to be made available through any
automated quotation system. We cannot assure that an active trading market for any of our notes will exist in the
future. Even if a market develops, the liquidity of the trading market for any of our notes and the market price quoted
for any such notes may be adversely affected by changes in the overall market for fixed income securities, by changes
in our financial performance or prospects, or by changes in the prospects for REITs or for the real estate industry
generally.
The number of our common shares available for future issuance or sale could adversely affect the per share trading
price of our common shares and may be dilutive to current shareholders.

Our declaration of trust authorizes our Board of Trustees to, among other things, issue additional shares of capital
stock without stockholder approval. We cannot predict whether future issuances or sales of our common shares or the
availability of shares for resale in the open market will decrease the per share trading price per share of our common
shares. The issuance of substantial numbers of our common shares in the public market, or upon conversion of our
Series D preferred shares, or the perception that such issuances might occur, could adversely affect the per share
trading price of our common shares. In addition, we may issue our common shares or restricted share units under the
Equity Commonwealth 2015 Omnibus Incentive Plan. Any such future issuances of our common shares may be
dilutive to existing shareholders.
Rating agency downgrades or rising interest rates may increase our cost of capital.
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Our senior notes and our preferred shares are rated by two rating agencies. These rating agencies may elect to
downgrade their ratings on our senior notes and our preferred shares at any time. Such downgrades may negatively
affect our access to the capital markets and increase our cost of capital, including the interest rate and fees payable
under our credit agreement. In addition, rising interest rates may adversely impact our ability to access the capital
markets.
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Conversion of our series D preferred shares may dilute the ownership interests of existing shareholders.
The conversion of some or all of our series D preferred shares may dilute the ownership interests of existing
shareholders.
Risks Related to Our Organization and Structure
Ownership limitations and certain provisions in our declaration of trust and bylaws, as well as certain provisions of
Maryland law, may deter, delay or prevent a change in our control or unsolicited acquisition proposals.
Our declaration of trust and bylaws prohibit any shareholder other than certain persons who have been exempted by
our Board of Trustees from owning (directly and by attribution) more than 9.8% of the number or value of shares of
any class or series of our outstanding shares of beneficial interest, including our common shares. These provisions are
intended to assist with our REIT compliance under the Code and otherwise promote our orderly governance.
However, these provisions also inhibit acquisitions of a significant stake in us and may deter, delay or prevent a
change in our control or unsolicited acquisition proposals that a shareholder may consider favorable.
Additionally, provisions contained in our declaration of trust and bylaws or under Maryland law may have a similar
impact, including, for example, provisions relating to: the authority of our Board of Trustees, and not our
shareholders, to adopt, amend and repeal our bylaws and to fill most vacancies on our Board of Trustees; the fact that
only the Chairman of the Board of Trustees, our Chief Executive Officer, our President, a majority of our Trustees or
the holders of 10% of our common shares may call a special meeting of shareholders; and advance notice
requirements for shareholder proposals.
Furthermore, our Board of Trustees has the authority to create and issue new classes or series of shares (including
shares with voting rights and other rights and privileges that may deter a change in control) and issue additional
common shares. The authorization and issuance of a new class of capital stock or additional common shares could
have the effect of delaying or preventing someone from taking control of us, even if a change in control were in our
shareholders' best interests.
Certain provisions of Maryland law could inhibit changes in control.
Certain provisions of Maryland law may have the effect of inhibiting a third party from making a proposal to acquire
us or of impeding a change of control under circumstances that otherwise could provide the holders of our common
shares with the opportunity to realize a premium over the then-prevailing market price of such shares, including:

•

“business combination moratorium/fair price” provisions that, subject to limitations, prohibit certain business
combinations between us and an “interested shareholder” (defined generally as any person who beneficially owns 10%
or more of the voting power of our shares or an affiliate thereof) for five years after the most recent date on which the
shareholder becomes an interested shareholder, and thereafter imposes stringent fair price and super-majority
shareholder voting requirements on these combinations; and

•

“control share” provisions that provide that “control shares” of our company (defined as shares which, when aggregated
with other shares controlled by the shareholder, entitle the shareholder to exercise one of three increasing ranges of
voting power in electing trustees) acquired in a “control share acquisition” (defined as the direct or indirect acquisition
of ownership or control of “control shares” from a party other than the issuer) have no voting rights except to the extent
approved by our shareholders by the affirmative vote of at least two thirds of all the votes entitled to be cast on the
matter, excluding all interested shares, and are subject to redemption in certain circumstances.
We have opted out of these provisions of Maryland law. However, our Board of Trustees may opt to make these
provisions applicable to us at any time without obtaining shareholder approval.
Our recourse against Trustees and officers may be limited by the limited rights granted to our shareholders in our
declaration of trust.
Our declaration of trust limits the liability of our Trustees and officers to us and our shareholders for money damages
to the maximum extent permitted under Maryland law. Under current Maryland law, our Trustees and officers will not
have any liability to us and our shareholders for money damages other than liability resulting from:
•actual receipt of an improper benefit or profit in money, property or services; or

•active and deliberate dishonesty by the Trustee or officer that was established by a final judgment as being material tothe cause of action adjudicated.
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Our declaration of trust and bylaws require us to indemnify any present or former Trustee or officer, to the maximum
extent permitted by Maryland law, who is made or threatened to be made a party to a proceeding by reason of his or
her service in that capacity. In addition, we may be obligated to pay or reimburse the expenses incurred by our present
and former Trustees
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and officers without requiring a preliminary determination of their ultimate entitlement to indemnification. As a result,
we and our shareholders may have more limited rights against our present and former Trustees and officers than might
otherwise exist absent the provisions in our declaration of trust and bylaws or that might exist with other companies,
which could limit your recourse in the event of actions not in your best interest.
Shareholder litigation against us or our Trustees and officers may be referred to binding arbitration proceedings which
may increase our risk of default.
Our bylaws provide that actions by our shareholders against us or against our Trustees and officers, including
derivative and class actions, may be referred to binding arbitration proceedings. As a result, our shareholders would
not be able to pursue litigation for these disputes in courts against us or our Trustees and officers if the disputes were
referred to arbitration. In addition, the ability to collect attorneys' fees or other damages may be limited, which may
discourage attorneys from agreeing to represent parties wishing to commence such a proceeding.
We may change our operational, financing and investment policies without shareholder approval and we may become
more highly leveraged, which may increase our risk of default under our debt obligations.
Our Board of Trustees determines our operational, financing and investment policies and may amend or revise our
policies, including our policies with respect to our intention to qualify for taxation as a REIT, acquisitions,
dispositions, growth, operations, indebtedness, capitalization and distributions, or approve transactions that deviate
from these policies, without a vote of, or notice to, our shareholders. Policy changes could adversely affect the market
value of our common shares and our ability to make distributions to our shareholders. Further, our organizational
documents do not limit the amount or percentage of indebtedness, funded or otherwise, that we may incur. Our Board
of Trustees may alter or eliminate our current policy on borrowing at any time without shareholder approval. If this
policy changed, we could become more highly leveraged, which could result in an increase in our debt service costs.
Higher leverage also increases the risk of default on our obligations. In addition, a change in our investment policies,
including the manner in which we allocate our resources across our portfolio or the types of assets in which we seek to
invest, may increase our exposure to interest rate risk, real estate market fluctuations and liquidity risk.
Risks Related to Our Taxation as a REIT
Qualifying as a REIT involves highly technical and complex provisions of the Code.

Qualification as a REIT involves the application of highly technical and complex Code provisions for which only
limited judicial and administrative authorities exist. Even a technical or inadvertent violation could jeopardize our
REIT qualification. Our qualification as a REIT depends on our satisfaction of certain asset, income, organizational,
distribution, stockholder ownership and other requirements on a continuing basis. We have owned direct or indirect
interests in one or more REITs (each, a "Subsidiary REIT") that have elected to be taxed as REITs under the U.S.
federal income tax laws. Each Subsidiary REIT is subject to the various REIT qualification requirements and other
limitations described herein that are applicable to us. If a Subsidiary REIT were to fail to qualify as a REIT, then (i)
that Subsidiary REIT would become subject to U.S. federal income tax, (ii) our ownership of shares in such
Subsidiary REIT would cease to be a qualifying asset for purposes of the asset tests applicable to REITs, and (iii) it is
possible that we would fail certain of the asset tests applicable to REITs, in which event we would fail to qualify as a
REIT unless we could avail ourselves of certain relief provisions. While we believe that the Subsidiary REITs have
qualified as REITs under the Code, we have joined each Subsidiary REIT in filing a protective taxable REIT
subsidiary election under Section 856(l) of the Code for each taxable year in which we have owned an interest in the
Subsidiary REIT. Pursuant to the protective taxable REIT subsidiary election, we believe that even if a Subsidiary
REIT was not a REIT for some reason, then it would instead have been considered one of our taxable REIT
subsidiaries. As one of our taxable REIT subsidiaries, we believe that a Subsidiary REIT’s failure to qualify as a REIT
would not jeopardize our own qualification as a REIT, even if we owned more than 10% of the Subsidiary REIT.

New legislation, court decisions or administrative guidance, in each case possibly with retroactive effect, may make it
more difficult or impossible for us to qualify as a REIT. Certain rules applicable to REITs are particularly difficult to
interpret or to apply in the case of REITs investing in real estate mortgage loans that are acquired at a discount,
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subject to work-outs or modifications, or reasonably expected to be in default at the time of acquisition. In addition,
our ability to satisfy the requirements to qualify as a REIT depends in part on the actions of third parties over which
we have no control or only limited influence, including in cases where we own an equity interest in an entity that is
classified as a partnership for U.S. federal income tax purposes.
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If we do not qualify as a REIT or fail to remain qualified as a REIT, we will be subject to U.S. federal income tax and
potentially to additional state and local taxes which would reduce the amount of cash available for distribution to our
shareholders.
We believe that we have been organized and have operated, and will continue to be organized and to operate, in a
manner to allow us to qualify us to be taxed under the Code as a REIT. However, we cannot be certain that, upon
review or audit, the IRS will agree with this conclusion. Furthermore, Congress and the IRS might make changes to
the tax laws and regulations, and the courts might issue new rulings, that make it more difficult, or impossible, for us
to remain qualified as a REIT. We do not intend to request a ruling from the IRS as to our REIT qualification.
As a REIT, we generally do not pay U.S. federal income tax on our net income that we distribute currently to our
shareholders. However, actual qualification as a REIT under the Code depends on satisfying complex statutory
requirements, for which there are only limited judicial and administrative interpretations. Many of the REIT
requirements, however, are highly technical and complex. The determination that we are a REIT requires an analysis
of various factual matters and circumstances that may not be totally within our control. For example, to qualify as a
REIT, at least 95% of our gross income must come from specific passive sources, such as rent, that are itemized in the
REIT tax laws. In addition, to qualify as a REIT, we cannot own specified amounts of debt and equity securities of
some issuers. We also are required to distribute to our shareholders with respect to each year at least 90% of our “REIT
taxable income” (determined before the deduction for dividends paid and excluding net capital gains). Even a technical
or inadvertent mistake could jeopardize our REIT status and, given the highly complex nature of the rules governing
REITs and the ongoing importance of factual determinations, we cannot provide any assurance that we will continue
to qualify as a REIT.
If we fail to qualify as a REIT for U.S. federal income tax purposes, and are unable to avail ourselves of certain
savings provisions set forth in the IRC, we likely would be subject to U.S. federal income tax at regular corporate
rates. As a taxable corporation, we would not be allowed to take a deduction for distributions to shareholders in
computing our taxable income or pass through long term capital gains to individual shareholders at favorable rates.
We also could be subject to the U.S. federal alternative minimum tax and possibly increased state and local taxes. We
would not be able to elect to be taxed as a REIT for four years following the year we first failed to qualify unless the
IRS were to grant us relief under certain statutory provisions. If we failed to qualify as a REIT, we likely would have
to pay significant income taxes, which likely would reduce our net earnings available for investment or distribution to
our shareholders. If we fail to qualify as a REIT, such failure would cause us to be in breach under our credit
agreement, and may adversely affect our ability to raise capital and to service our debt.  This likely would have a
significant adverse effect on our earnings and the value of our securities. In addition, we would no longer be required
to pay any distributions to shareholders. If we fail to qualify as a REIT for U.S. federal income tax purposes and are
able to avail ourselves of one or more of the statutory savings provisions in order to maintain our REIT status, we
would nevertheless be required to pay penalty taxes of $50,000 or more for each such failure.
Distributions to shareholders generally do not qualify for the preferential tax rates available for some dividends.
Dividends payable by U.S. corporations to noncorporate shareholders, such as individuals, trusts and estates, are
generally eligible for reduced tax rates. Distributions paid by REITs, however, generally are not eligible for these
reduced rates. Although this does not adversely affect the taxation of REITs or dividends payable by REITs, to the
extent that the preferential rates continue to apply to regular corporate qualified dividends, the more favorable rates for
corporate dividends may cause investors who are individuals, trusts and estates to perceive that an investment in a
REIT is less attractive than an investment in a non-REIT entity that pays dividends, thereby reducing the demand and
market price of our shares.
REIT distribution requirements could adversely affect our ability to execute our business plan.
We generally must distribute annually at least 90% of our “REIT taxable income” (determined before the deduction for
dividends paid and excluding net capital gains) in order for U.S federal corporate income tax not to apply to earnings
that we distribute. To the extent that we satisfy this distribution requirement, but distribute less than 100% of our
taxable income, we will be subject to U.S. federal corporate income tax on our undistributed taxable income. We
intend to make distributions to our shareholders to comply with the REIT requirements of the IRC. In addition, we
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will be subject to a 4% nondeductible excise tax if the actual amount that we pay out to our shareholders in a calendar
year is less than a minimum amount specified under U.S. federal tax laws. We intend to make distributions to our
shareholders to comply with the REIT requirements of the Code.
From time to time, we may generate taxable income greater than our income for financial reporting purposes prepared
in accordance with U.S. generally accepted accounting principles, or GAAP, or differences in timing between the
recognition of taxable income and the actual receipt of cash may occur. If we do not have other funds available in
these situations we could be required to (i) borrow funds on unfavorable terms, (ii) sell investments at
disadvantageous prices, (iii) distribute amounts that would otherwise be invested in future acquisitions, or (iv) make a
taxable distribution of our common shares as part of a distribution in which shareholders may elect to receive our
common shares or (subject to a limit measured as a percentage of
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the total distribution) cash to make distributions sufficient to enable us to pay out enough of our taxable income to
satisfy the REIT distribution requirement. These alternatives could increase our costs or reduce our shareholders'
equity. Thus, compliance with the REIT requirements may hinder our ability to grow, which could adversely affect
the value of our shares.
Even if we qualify and remain qualified as a REIT, we may face other tax liabilities that reduce our cash flow.
Even if we qualify and remain qualified for taxation as a REIT, we may be subject to certain U.S. federal, state and
local taxes on our income and assets, including taxes on any undistributed income, excise taxes, state or local income,
property and transfer taxes, such as mortgage recording taxes, and other taxes. We are subject to U.S. federal and state
income tax (and any applicable non-U.S. taxes) on the net income earned by our taxable REIT subsidiaries. Moreover,
if we have net income from “prohibited transactions,” that income will be subject to a 100% tax. Finally, some state and
local jurisdictions may tax some of our income even though as a REIT we are not subject to U.S. federal income tax
on that income because not all states and localities treat REITs the same way they are treated for federal U.S. income
tax purposes. To the extent that we and our affiliates are required to pay federal, state and local taxes, we will have
less cash available for distributions to our shareholders.
Complying with REIT requirements may force us to forgo and/or liquidate otherwise attractive investment
opportunities.

To qualify as a REIT, we must ensure that we meet the REIT gross income tests annually and that at the end of each
calendar quarter, at least 75% of the value of our assets consists of cash, cash items, government securities and
qualified REIT real estate assets. The remainder of our investment in securities (other than government securities and
qualified real estate assets) generally cannot include more than 10% of the outstanding voting securities of any one
issuer or more than 10% of the total value of the outstanding securities of any one issuer. In addition, in general, no
more than 5% of the value of our assets (other than government securities and qualified real estate assets) can consist
of the securities of any one issuer, no more than 25% (20% for taxable years beginning after December 31, 2017) of
the value of our total securities can be represented by securities of one or more TRSs and, effective for our taxable
year that began on January 1, 2016 and all future taxable years, no more than 25% of the value of our assets can be
represented by debt instruments issued by “publicly offered REITs.” If we fail to comply with these requirements at the
end of any calendar quarter, we must correct the failure within 30 days after the end of the calendar quarter or qualify
for certain statutory relief provisions to avoid losing our REIT qualification and suffering adverse tax consequences.
As a result, we may be required to liquidate from our portfolio, or contribute to a TRS, otherwise attractive
investments in order to maintain our qualification as a REIT. These actions could have the effect of reducing our
income, increasing our income tax liability, and reducing amounts available for distribution to our stockholders. In
addition, we may be required to make distributions to shareholders at disadvantageous times or when we do not have
funds readily available for distribution, and may be unable to pursue investments (or, in some cases, forego the sale of
such investments) that would be otherwise advantageous to us in order to satisfy the source-of-income or
asset-diversification requirements for qualifying as a REIT. Thus, compliance with the REIT requirements may hinder
our ability to make, and, in certain cases, maintain ownership of certain attractive investments.

The tax on “prohibited transactions” may limit our ability to engage in transactions which would be treated as sales for
U.S. federal income tax purposes.

A REIT’s net income from prohibited transactions is subject to a 100% tax. In general, prohibited transactions are sales
or other dispositions of property, other than foreclosure property, held primarily for sale to customers in the ordinary
course of business. Our Trustees have approved a plan to reposition our portfolio to dispose of assets that have one or
more of the following attributes: (i) we do not see an apportunity to create a competitive advantage, (ii) smaller assets,
(iii) assets that are not office buildings (iv) assets that are not located in the United States, or (v) assets that produce a
low cash yield or require significant capital expenditures. We believe that the dispositions related to the repositioning
of our portfolio along with other dispositions that we have made or that we might make in the future will not be
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subject to the 100% penalty tax; however, because application of the prohibited transactions tax could be based on an
analysis of all of the facts and circumstances, there can be no assurance that the gains on our prior real estate sales
have not, or any future real estate sales will not, be subject to the 100% prohibited transaction tax.

Our ownership of TRSs has been and will continue to be limited and our transactions with our TRSs will cause us to
be subject to a 100% penalty tax on certain income or deductions if those transactions are not conducted on arm’s
length terms.

A REIT may own up to 100% of the stock of one or more TRSs. A TRS may hold assets and earn income that would
not be qualifying assets or income if held or earned directly by a REIT. Both the subsidiary and the REIT must jointly
elect to treat the subsidiary as a TRS. A corporation of which a TRS directly or indirectly owns more than 35% of the
voting power or value
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of the stock will automatically be treated as a TRS. Overall, no more than 25% (20% for taxable years beginning after
December 31, 2017) of the value of a REIT’s assets may consist of stock or securities of one or more TRSs. In
addition, the TRS rules limit the deductibility of interest paid or accrued by a TRS to its parent REIT to assure that the
TRS is subject to an appropriate level of corporate taxation. The rules also impose a 100% excise tax on certain
transactions between a TRS and its parent REIT that are not conducted on an arm’s length basis.

TRSs that we have formed have paid and will continue to pay U.S. federal, state and local income tax on their taxable
income, and their after-tax net income is available for distribution to us but is not required to be distributed by such
domestic TRSs to us. We believe that the aggregate value of the stock and securities of our TRSs has been and we
anticipate that the aggregate value will continue to be less than 25% (20% for taxable years beginning after December
31, 2017) of the value of our total assets (including our TRS stock and securities). Furthermore, we have monitored
and will continue to monitor the value of our respective investments in our TRSs for the purpose of ensuring
compliance with TRS ownership limitations. In addition, we have scrutinized and will continue to scrutinize all of our
transactions with TRSs to ensure that they are entered into on arm’s length terms to avoid incurring the 100% excise
tax described above. There can be no assurance, however, that we will be able to comply with the TRS limitation
discussed above or to avoid application of the 100% excise tax discussed above.

 Complying with REIT requirements may limit our ability to hedge effectively and may cause us to incur tax
liabilities.

The REIT provisions of the Code limit our ability to hedge our liabilities. Generally, income from a hedging
transaction we enter into to manage risk of interest rate fluctuations with respect to borrowings, including gain from
the disposition of such hedging transactions, to the extent the hedging transactions hedge indebtedness incurred, or to
be incurred, by us to acquire or carry real estate assets does not constitute “gross income” for purposes of the 75% or
95% gross income tests, provided we properly identify the hedge pursuant to the applicable sections of the Code and
Treasury regulations. To the extent that we enter into other types of hedging transactions, the income from those
transactions is likely to be treated as non-qualifying income for purposes of both gross income tests. As a result of
these rules, we may need to limit our use of advantageous hedging techniques or implement those hedges through a
taxable REIT subsidiary. This could increase the cost of our hedging activities because our taxable REIT subsidiary
would be subject to tax on income or gains resulting from hedges entered into by it or expose us to greater risks
associated with changes in interest rates than we would otherwise want to bear. In addition, losses in our taxable REIT
subsidiary will generally not provide any tax benefit, except for being carried forward for use against future taxable
income in our taxable REIT subsidiary.

There is a risk of changes in the tax law applicable to REITs.

The IRS, the United States Treasury Department and Congress frequently review U.S. federal income tax legislation.
We cannot predict whether, when or to what extent new federal tax laws, regulations, interpretations or rulings will be
adopted. Any legislative action may prospectively or retroactively modify our tax treatment and, therefore, may
adversely affect taxation of us and/or our shareholders.

Item 1B.    Unresolved Staff Comments.
None.

17

Edgar Filing: Equity Commonwealth - Form 10-K

37



Item 2.    Properties.
General.    At December 31, 2015, we had real estate investments totaling approximately $3.9 billion in 65 properties
(127 buildings) that were leased to approximately 1,000 tenants. At December 31, 2015, we owned the following real
estate (dollars in thousands):

Property State
Number
of
Buildings

Undepreciated
Carrying
Value(1)

Depreciated
Carrying
Value(1)

Annualized
Rental
Revenue(2)

785 Schilinger Road South AL 1 $ 11,269 $9,279 $987
Parkshore Plaza CA 4 49,179 44,093 2,975
Leased Land/Vineyards CA 7 31,968 29,106 2,922
Sky Park Centre CA 2 9,786 6,478 1,392
9110 East Nichols Avenue CO 1 20,326 13,888 2,548
1225 Seventeenth Street CO 1 149,759 128,164 21,475
5073, 5075, & 5085 S. Syracuse Street CO 1 63,610 55,267 7,164
1601 Dry Creek Drive CO 1 33,646 24,481 8,214
97 Newberry Road CT 1 15,350 12,485 1,817
33 Stiles Lane CT 1 9,793 7,632 623
1250 H Street, NW DC 1 70,698 44,668 6,597
Georgetown-Green and Harris Buildings DC 2 60,023 54,323 6,325
802 Delaware Avenue DE 1 43,467 20,376 4,127
6600 North Military Trail FL 3 145,813 129,589 16,573
Executive Park GA 9 44,224 29,365 4,990
633 Ahua Street HI 1 16,401 12,636 1,831
625 Crane Street IL 1 1,611 1,524 444
1200 Lakeside Drive IL 1 61,572 48,971 3,130
600 West Chicago Avenue IL 2 362,681 327,002 40,301
8750 Bryn Mawr Avenue IL 2 91,594 79,889 15,610
101-115 W. Washington Street IN 1 91,170 67,194 12,364
111 Monument Circle IN 2 176,311 163,196 22,802
109 Brookline Avenue MA 1 46,249 27,531 10,911
Cabot Business Park Land MA — 1,033 1,033 —
111 Market Place MD 1 77,125 52,372 12,098
25 S. Charles Street MD 1 38,504 26,025 7,254
820 W. Diamond MD 1 33,682 22,195 2,839
Danac Stiles Business Park MD 3 65,564 46,580 6,934
East Eisenhower Parkway MI 2 55,261 48,425 10,174
2250 Pilot Knob Road MN 1 6,530 3,887 833
411 Farwell Avenue MN 1 16,357 12,831 1,906
6200 Glenn Carlson Drive MN 1 15,753 13,597 2,189
4700 Belleview Avenue MO 1 7,157 6,128 1,204
111 River Street (3) NJ 1 136,070 114,440 23,197
North Point Office Complex OH 2 124,584 102,221 15,805
Raintree Industrial Park OH 12 12,311 11,453 2,176
401 Vine Street PA 1 7,117 5,987 549
Cherrington Corporate Center PA 7 74,174 52,694 7,637
1500 Market Street PA 1 290,399 211,848 35,706
1525 Locust Street PA 1 11,210 7,088 2,342
1600 Market Street PA 1 133,667 78,133 18,232
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1735 Market Street PA 1 299,635 178,397 31,188
Foster Plaza PA 8 75,725 55,954 12,262
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Property State
Number
of
Buildings

Undepreciated
Carrying
Value(1)

Depreciated
Carrying
Value(1)

Annualized
Rental
Revenue(2)

128 Crews Drive SC 1 3,747 3,258 636
111 Southchase Boulevard SC 1 6,164 4,633 838
1043 Global Avenue SC 1 16,875 13,338 1,484
633 Frazier Drive TN 1 18,980 16,269 2,081
1601 Rio Grande Street TX 1 8,396 5,290 1,511
206 East 9th Street TX 1 48,599 44,897 6,074
4515 Seton Center Parkway TX 1 23,107 13,997 2,933
4516 Seton Center Parkway TX 1 23,301 13,620 2,902
7800 Shoal Creek Boulevard TX 4 21,252 13,580 3,235
812 San Antonio Street TX 1 8,826 5,711 1,627
8701 N Mopac TX 1 18,419 11,668 1,782
Bridgepoint Parkway TX 5 88,427 50,868 10,879
Lakewood on the Park TX 2 37,111 22,557 4,216
Research Park TX 4 90,635 61,071 11,484
9840 Gateway Boulevard North TX 1 11,432 9,436 1,128
3003 South Expressway 281 TX 1 17,004 13,811 1,922
3330 N Washington Boulevard VA 1 8,823 5,519 273
333 108th Avenue NE WA 1 152,557 130,497 18,479
600 108th Avenue NE WA 1 48,051 36,147 5,914
1331 North Center Parkway WA 1 9,187 7,681 944
100 East Wisconsin Avenue WI 1 82,996 71,563 10,911
111 East Kilbourn Avenue WI 1 55,105 44,577 8,169
Total Properties 127 $ 3,887,352 $2,988,413 $490,069

(1)Excludes purchase price allocations for acquired real estate leases.

(2)
Annualized rental revenue is annualized contractual rents from our tenants pursuant to leases which have
commenced as of December 31, 2015, plus estimated recurring expense reimbursements; includes triple net lease
rents and excludes lease value amortization, straight line rent adjustments, free rent periods and parking revenue.

(3)Property is subject to a ground lease.
At December 31, 2015, five properties (8 buildings) were encumbered by mortgage notes payable totaling $249.7
million (including net premiums and discounts).
Item 3. Legal Proceedings.

We are or may be a party to various legal proceedings that arise in the ordinary course of business. We are not
currently involved in any litigation nor, to our knowledge, is any litigation threatened against us where the outcome
would, in our judgment based on information currently available to us, have a material adverse effect on our
consolidated financial position or consolidated results of operations.

Item 4.    Mine Safety Disclosures.
Not applicable.
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PART II
Item 5.    Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities.
Our common shares are traded on the NYSE (symbol: EQC). The following table sets forth for the periods indicated
the high and low sale prices for our common shares, as reported by the NYSE:

High Low
2015
First Quarter $27.24 $24.97
Second Quarter 27.64 24.91
Third Quarter 27.70 25.17
Fourth Quarter 29.75 26.34
2014
First Quarter $28.10 $22.06
Second Quarter 28.28 24.81
Third Quarter 27.95 25.11
Fourth Quarter 27.12 23.56
As of February 8, 2016, there were 1,460 shareholders of record of our common shares. However, because many of
our common shares are held by brokers and other institutions on behalf of shareholders, we believe that there are
considerably more beneficial holders of our common shares than record holders.
Distributions
Under our governing documents and Maryland law, distributions to our shareholders are to be authorized and declared
by our Board of Trustees.
The following table sets forth the cash distributions per share we paid to our common shareholders for the periods
indicated:

Cash Distributions
Per Common Share
2015 2014

First Quarter $— $0.25
Second Quarter — —
Third Quarter — —
Fourth Quarter — —
Total $— $0.25

As a result of the taxable losses recognized on property sales in 2015 and the net operating loss carryforward from
2014, a distribution to common shareholders was not required for 2015. The timing and amount of future distributions
is determined at the discretion of our Board of Trustees and will depend upon various factors that our Board of
Trustees deems relevant, including, but not limited to, our results of operations, our financial condition, debt and
equity capital available to us, our expectations of our future capital requirements and operating performance, including
our FFO, our Normalized FFO, and our cash available for distribution, restrictive covenants in our financial or other
contractual arrangements (including those in our revolving credit facility and term loan agreements and senior notes
indenture), tax law requirements to qualify for taxation as and remain a REIT, restrictions under Maryland law and
our expected needs and availability of cash to pay our obligations and fund acquisitions. Therefore, there can be no
assurance that we will pay distributions in the future.

Issuer Repurchases; Unregistered Sales of Securities

We did not repurchase any of our common shares in the fourth quarter of 2015.
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Performance Graph

Notwithstanding anything to the contrary set forth in any of our filings under the Securities Act or the Exchange Act
that might incorporate SEC filings, in whole or in part, the following performance graph will not be incorporated by
reference into any such filings.

The following graph compares the cumulative total shareholder return of our common shares for the period from
December 31, 2010 to December 31, 2015, to the NAREIT All REITs, Standard & Poor’s 500 Index, or the S&P 500,
and to the NAREIT Equity Office Index over the same period. The graph assumes an investment of $100.00 in our
common shares and each index and the reinvestment of all distributions. The shareholder return shown on the graph
below is not indicative of future performance.

Period Ending
Index 12/31/2010 12/31/2011 12/31/2012 12/31/2013 12/31/2014 12/31/2015
Equity Commonwealth $100.00 $70.97 $74.47 $114.92 $127.96 $138.23
NAREIT All REITs $100.00 $107.28 $128.89 $133.02 $169.14 $173.01
S&P 500 $100.00 $102.11 $118.45 $156.82 $178.28 $180.75
NAREIT Equity Office
Index $100.00 $99.24 $113.29 $119.60 $150.52 $150.96

Source: SNL Financial LC

Item 6.    Selected Financial Data.
The following table sets forth selected financial data for the periods and dates indicated. This data should be read in
conjunction with, and is qualified in its entirety by reference to, "Management's Discussion and Analysis of Financial
Condition and Results of Operations" in Part II, Item 7 and the consolidated financial statements and accompanying
notes included in "Exhibits and Financial Statement Schedules" in Part IV, Item 15 of this Annual Report on
Form 10-K. Reclassifications have been made to
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the prior years' financial statements to conform to the current year's presentation. Amounts are in thousands, except
per share data.

Year Ended December 31,
Operating Data 2015 2014 2013 2012 2011
Total revenues $714,891 $861,857 $953,029 $961,087 $819,450
Expenses:
Operating expenses 324,948 387,982 410,045 397,673 340,101
Depreciation and amortization 194,001 227,532 234,402 230,284 191,830
General and administrative 57,457 113,155 80,504 49,312 41,402
Loss on asset impairment 17,162 185,067 124,253 — 3,036
Acquisition related costs — 5 318 5,648 9,731
Total expenses 593,568 913,741 849,522 682,917 586,100
Operating income (loss) 121,323 (51,884 ) 103,507 278,170 233,350
Interest and other income 5,989 1,561 1,229 1,410 1,663
Interest expense (107,316 ) (143,230 ) (173,011 ) (202,055 ) (192,163 )
Gain (loss) on early extinguishment of debt 6,661 4,909 (60,052 ) (287 ) (35 )
Gain on sale of equity investment — 171,561 66,293 — —
Gain on issuance of shares by an equity investee — 17,020 — 7,246 11,177
Foreign currency exchange loss (8,857 ) — — — —
Gain on sale of properties 84,421 — 1,596 — —
Income (loss) from continuing operations before income
tax expense and equity in earnings of investees 102,221 (63 ) (60,438 ) 84,484 53,992

Income tax expense (2,364 ) (3,191 ) (2,634 ) (3,207 ) (1,347 )
Equity in earnings of investees — 24,460 25,754 11,420 11,377
Income (loss) from continuing operations 99,857 21,206 (37,318 ) 92,697 64,022
Discontinued operations — 2,806 (119,649 ) (172,542 ) 45,962
Net income (loss) 99,857 24,012 (156,967 ) (79,845 ) 109,984
Net income attributable to noncontrolling interest in
consolidated subsidiary — — (20,093 ) (15,576 ) —

Net income (loss) attributable to Equity Commonwealth 99,857 24,012 (177,060 ) (95,421 ) 109,984
Preferred distributions (27,924 ) (32,095 ) (44,604 ) (51,552 ) (46,985 )
Excess fair value of consideration over carrying value of
preferred shares — (16,205 ) — (4,985 ) —

Net income (loss) attributable to common shareholders 71,933 (24,288 ) (221,664 ) (151,958 ) 62,999
Common distributions declared — 29,597 109,702 146,539 150,074
Weighted average common shares outstanding—basic 128,621 125,163 112,378 83,750 77,428
Weighted average common shares outstanding—diluted 129,437 125,163 112,378 83,750 77,428
Basic earnings per common share attributable to Equity
Commonwealth common shareholders:
Income (loss) from continuing operations $0.56 $(0.21 ) $(0.91 ) $0.25 $0.22
Net income (loss) $0.56 $(0.19 ) $(1.97 ) $(1.81 ) $0.81
Diluted earnings per common share attributable to Equity
Commonwealth common shareholders:
Income (loss) from continuing operations $0.56 $(0.21 ) $(0.91 ) $0.25 $0.22
Net income (loss) $0.56 $(0.19 ) $(1.97 ) $(1.81 ) $0.81
Common distributions declared $— $0.25 $1.00 $1.75 $2.00
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December 31,
Balance Sheet Data 2015 2014 2013 2012 2011
Real estate properties(1) $3,887,352 $5,728,443 $5,537,165 $7,829,409 $7,244,232
Equity investments — — 517,991 184,711 177,477
Total assets 5,244,372 5,761,639 6,646,434 8,189,634 7,447,026
Total indebtedness, net 1,710,324 2,207,665 3,005,410 4,349,821 3,577,331
Total shareholders' equity attributable to Equity
Commonwealth 3,368,487 3,319,583 3,363,586 3,105,428 3,568,517

Noncontrolling interest in consolidated subsidiary— — — 396,040 —
Total shareholders' equity 3,368,487 3,319,583 3,363,586 3,501,468 3,568,517
(1)Excludes value of acquired real estate leases.

Item 7.  Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion should be read in conjunction with our consolidated financial statements and accompanying
notes included elsewhere in this Annual Report on Form 10-K.

OVERVIEW

We are an internally managed and self-advised REIT engaged in the ownership and operation primarily of office
buildings throughout the United States. We were formed in 1986 under Maryland law.

At December 31, 2015, our portfolio included 65 properties (127 buildings) with a combined 24.0 million square feet
for a total investment of $3.9 billion at cost and a depreciated book value of $3.0 billion.

As of December 31, 2015, our overall portfolio was 91.4% leased. During the year ended December 31, 2015, we
entered into leases for 4.9 million square feet, including lease renewals for 2.8 million square feet and new leases for
2.1 million square feet.  Leases entered into during the year ended December 31, 2015, including both lease renewals
and new leases, had weighted average cash rental rates that were approximately 1.5% higher than prior rental rates for
the same space and weighted average GAAP rental rates that were approximately 8.4% higher than prior rental rates
for the same space.  The change in GAAP rents is different than the change in cash rents due to differences in the
amount of rent abatements, the magnitude and timing of contractual rent increases over the lease term, and the years
of term for the newly executed leases compared to the prior leases.

Following our transition from external management to internal management in 2014, our new management team has
focused on developing a plan to reshape our portfolio in order to create long-term value for shareholders. We
undertook a comprehensive review of our portfolio and our operations and have developed a strategy that focuses on
reshaping our portfolio over time. We anticipate that as part of this plan, we will dispose properties that do not meet
our long-term goals. Specifically, our Board of Trustees adopted a strategy to consider disposing of assets that have
one or more of the following attributes:

• assets that do not offer an opportunity to create a competitive
advantage;

•assets that are less than 150,000 square feet;
•assets that are not office buildings;
•assets that are not located in the U.S.; or
•assets that produce a low cash yield or require significant capital expenditures.
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We are in the process of executing this strategy and may sell approximately $3.0 billion of assets, depending on
market conditions.

During the year ended December 31, 2015, we disposed of 91 properties (135 buildings) and one land parcel with a
combined 18.9 million square feet for an aggregate gross sales price of $2.0 billion, excluding closing costs. As a
result of these dispositions, we exited 68 cities, seven states and one country. For more information regarding the 2015
dispositions, see Note 4 to the notes to our consolidated financial statements included in Part II, Item 8 of this Annual
Report on Form 10-K.
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We have generated significant proceeds from the dispositions and have a cash balance of $1.8 billion as of December
31, 2015. We expect to reinvest the capital received from dispositions to purchase new properties, repay debt, redeem
preferred shares, buy back common shares or make other investments or distributions that further our long-term
strategic goals. However, we may not be able to make acquisitions or other investments with the proceeds from the
dispositions. If our real estate investments decrease significantly, income from operations may also decline.

As part of the disposition plan noted above, and pursuant to our accounting policy, we evaluated the recoverability of
the carrying values of each of the real estate assets that comprised our portfolio and determined that due to the
shortening of the expected periods of ownership as a result of the disposition plan, it was necessary to reduce the net
book value of a portion of the real estate assets in our portfolio to reduce the assets to their estimated fair values. 
During the year ended December 31, 2015, we recorded an impairment charge of $17.2 million in accordance with our
impairment analysis procedures.

As a result of the taxable losses recognized on property sales in 2015 and the net operating loss carryforward from
2014, a distribution to common shareholders will not be required for 2015. The Board of Trustees has regularly
reviewed our dividend policy and will continue to do so, at least annually.

Effective September 30, 2014, we terminated our business and property management relationships with RMR for our
U.S. properties pursuant to a termination and cooperation agreement, which we refer to as the Cooperation
Agreement. Pursuant to the Cooperation Agreement, through February 28, 2015, RMR and RMR Australia, which we
refer to together as Manager, agreed to use best efforts to assist us in the transition of our management and operations.
We paid Manager $1.2 million per month for transition services from October 1, 2014 to February 28, 2015, which
included continued management and other services for the Australian assets pursuant to an existing management
agreement, or the Australia Management Agreement. Beginning March 1, 2015, we agreed to pay Manager $0.1
million per month until we no longer required such services or until the Australia Management Agreement was
terminated, which was terminated in the third quarter of 2015, effective October 31, 2015. The $2.7 million incurred
pursuant to the Cooperation Agreement for the year ended December 31, 2015, is included in general and
administrative expenses in our consolidated financial statements. There is no future obligation to pay any fees to
Manager.

Effective October 1, 2014, we engaged CBRE to provide property management services for our U.S. properties. We
pay CBRE a property-by-property management fee and may engage CBRE from time-to-time to perform project
management services, such as coordinating and overseeing the completion of tenant improvements and other capital
projects at the properties. We reimburse CBRE for certain expenses incurred in the performance of its duties,
including certain personnel and equipment costs.

For the years ended December 31, 2015 and 2014, we incurred expenses of $42.7 million and $8.8 million,
respectively, related to our property management agreement with CBRE, for property management fees, typically
calculated as a portion of the properties revenues, and salary and benefits reimbursements for property personnel, such
as property managers, engineers and maintenance staff.  As of December 31, 2015 and December 31, 2014, we had
amounts payable pursuant to these services of $3.5 million and $6.7 million, respectively.

Property Operations

Occupancy data for 2015 and 2014 are as follows (square feet in thousands):

All Properties Comparable Properties(1)
As of December 31, As of December 31,
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2015 2014 2015 2014
Total properties 65 156 65 65
Total square feet 23,952 42,891 23,952 23,952
Percent leased(2) 91.4 % 85.8 % 91.4 % 90.0 %

(1)
Based on properties owned continuously from January 1, 2014 through December 31, 2015, and excludes
properties sold during the period ended December 31, 2015 and properties classified as discontinued operations for
the period ended December 31, 2014.

(2)Percent leased includes (i) space being fitted out for occupancy pursuant to existing leases and (ii) space which isleased but is not occupied or is being offered for sublease by tenants.

24

Edgar Filing: Equity Commonwealth - Form 10-K

49



The weighted average lease term based on square feet for leases entered into during the year ended December 31,
2015 was 6.3 years.  Commitments made for leasing expenditures and concessions, such as tenant improvements and
leasing commissions, for leases entered into during the year ended December 31, 2015 totaled $156.4 million, or
$32.08 per square foot on average (approximately $5.06 per square foot per year of the lease term).

As of December 31, 2015, approximately 9.9% of our leased square feet and 10.0% of our annualized rental revenue,
determined as set forth below, are included in leases scheduled to expire through December 31, 2016.  Renewed and
new leases and rental rates at which available space may be relet in the future will depend on prevailing market
conditions at the times these leases are negotiated.  We believe that the in-place cash rents for leases expiring in 2016
are slightly below market. Lease expirations by year, as of December 31, 2015, are as follows (square feet and dollars
in thousands):

Year
Number
of Tenants
Expiring

Leased
Square
 Feet
Expiring(1)

% of
Leased
Square Feet
Expiring(1)

Cumulative
% of
Leased
Square
Feet
Expiring(1)

Annualized
Rental
Revenue
Expiring(2)

% of
Annualized
Rental
Revenue
Expiring

Cumulative
% of
Annualized
Rental
Revenue
Expiring

2016(3) 174 2,173 9.9 % 9.9 % $ 49,142 10.0 % 10.0 %
2017 147 2,065 9.4 % 19.3 % 50,088 10.2 % 20.2 %
2018 152 2,515 11.5 % 30.8 % 64,614 13.2 % 33.4 %
2019 114 1,650 7.4 % 38.2 % 42,828 8.7 % 42.1 %
2020 127 3,846 17.6 % 55.8 % 56,072 11.5 % 53.6 %
2021 83 1,879 8.6 % 64.4 % 42,209 8.6 % 62.2 %
2022 43 854 3.9 % 68.3 % 23,199 4.7 % 66.9 %
2023 54 1,741 8.0 % 76.3 % 44,068 9.0 % 75.9 %
2024 19 607 2.8 % 79.1 % 14,134 2.9 % 78.8 %
2025 25 1,113 5.1 % 84.2 % 27,006 5.5 % 84.3 %
Thereafter 47 3,454 15.8 % 100.0 % 76,709 15.7 % 100.0 %

985 21,897 100.0 % $ 490,069 100.0 %

Weighted average remaining
lease term (in years): 5.6 5.7

(1)Square feet is pursuant to existing leases as of December 31, 2015, and includes (i) space being fitted out foroccupancy and (ii) space which is leased but is not occupied or is being offered for sublease by tenants. 

(2)
Annualized rental revenue is annualized contractual rents from our tenants pursuant to leases which have
commenced as of December 31, 2015, plus estimated recurring expense reimbursements; includes triple net lease
rents and excludes lease value amortization, straight line rent adjustments, free rent periods, and parking revenue. 

(3)Square footage expiring in 2016 includes 0.1 million square feet related to month-to-month and self storagetenants. Annualized rental revenue expiring in 2016 includes $3.3 million of month-to-month and self storage rent.
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A principal source of funds for our operations is rents from tenants at our properties.  Rents are generally received
from our tenants monthly in advance, except from our government tenants, who usually pay rents monthly in arrears. 
As of December 31, 2015, tenants representing 1% or more of our total annualized rental revenue were as follows
(square feet in thousands):

Tenant Square
Feet(1)

% of Total
Square
Feet(1)

% of
Annualized
Rental
Revenue(2)

Weighted
Average
Remaining
Lease Term

1. Expedia, Inc. 398 1.8 % 3.6 % 2.8
2. Office Depot, Inc. 640 2.9 % 3.3 % 7.8
3. John Wiley & Sons, Inc. 414 1.9 % 3.2 % 16.2
4. PNC Financial Services Group 587 2.7 % 3.0 % 5.1
5. Flextronics International Ltd. 1,051 4.8 % 2.2 % 4.0
6. J.P. Morgan Chase & Co. 356 1.6 % 2.1 %
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