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Dear fellow shareholders,

2022 was a year marked by success across all facets of our 
business. We executed our highest volume of vacancy leasing 
since 2010, reached a recent record portfolio leased rate, and 
have largely restocked our development pipeline following 
a year of significant development completions, all while 
maintaining our strong balance sheet. 
We achieved diluted FFO per share (“FFOPS”), as adjusted for 
comparability, of $2.36 in 2022, a 3.1% increase over 2021’s 
exceptional results and $0.02 above the midpoint of our initial 
guidance. Going forward, we continue to expect FFOPS to 
grow at roughly 4% on a compounded basis between 2023 
and 2026, driven by NOI growth from highly-leased properties 
under development and recently placed into service, along 
with growth from our operating portfolio.
In terms of operating activities, we executed 801,000 square 
feet of vacancy leasing, which was well above our historical 
average since 2010 (see Figure 1). Our total portfolio leased 
rate rose to 95.2% at year-end, which is the highest level 
in over a decade. Two of our largest locations, The National 
Business Park and Redstone Gateway, are both 98% leased, 
which represents a 300-basis point and a 600-basis point 
year-over-year increase, respectively. This leasing success, 
driven by our deep concentration in national defense 
activities, stands in sharp contrast to the headwinds facing 
the broader office environment, which has been negatively 
impacted by the current economic conditions and plagued 
by space contractions stemming primarily from work from 
home trends.
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In 2022, we made continued progress in advancing our 
development pipeline by executing 476,000 square feet of 
development leasing. Our 2022 development leasing included: 

> a 265,000 square foot build-to-suit data center shell  
 in Northern Virginia; and
> a 186,000 square foot build-to-suit office building to  
 a Fortune 100 defense contractor at The National  
 Business Park.

We are off to a great start in 2023 having leased over 
460,000 square feet thus far, including two build-to-suit data 
center shells in Northern Virginia and a build-to-suit office 
building at Redstone Gateway.  
During 2022, we placed into service 1.3 million square feet 
of development projects that were 99% leased, which is the 
second highest amount of square feet placed into service in 
our history. Our 2022 deliveries included one build-to-suit 
with a defense contractor at The National Business Park, five 
projects at Redstone Gateway leased to defense contractors, 
including the new Northrop Grumman campus, and two data 
center shells in Northern Virginia.
Despite the elevated amount of development completions 
in 2022, we were able to largely restock our development 
pipeline, which currently stands at 1.5 million square feet 
of active projects that are 89% leased. We expect these 
developments, when combined with the 1.3 million square 
feet placed into service during 2022, will provide a strong 
foundation for FFO growth through 2026.
The outlook for defense spending is incredibly supportive of 
our business, as the base defense budget for fiscal year 2023 
passed in December with a 7.5% year-over-year increase, 
which was 4.8% higher than the President’s budget request, 
and follows a 5.8% increase for 2022. In total, this amounts 
to a $100 billion increase in defense spending in the last 
12 months. We expect demand from the 2023 budget will 
materialize starting in 2024 and drive leasing volume for both 
our operating and development portfolios.
While the rapid rise in interest rates was a key theme for the 
U.S. economy during 2022, our investment grade balance 
sheet was well positioned to navigate the higher interest 
rate environment due to our $1.8 billion of bond issuances 
completed in 2020 and 2021 and we expect to continue to 
maintain a low level of variable rate debt exposure throughout 
2023. We remain committed to keeping a conservative 
leverage profile and have negligible near-term refinancing  
risk given our lack of significant debt maturities until 2026.
In December 2022 and January 2023, we executed two new 
joint ventures with affiliates of Blackstone on five single-tenant 
data center shells, raising $250 million in proceeds. The $190 
million of proceeds raised in the January transaction will fully 
fund the external equity component of our expected 2023 
development investment. Going forward, we expect to fund 
the equity required for future investment in our development 
pipeline from cash flow from operations on a leverage-
neutral basis, absent further dispositions. This is an important 
turning point that has been years in the making and eliminates 

FIGURE 1: Historical Vacancy Leasing
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We look forward to capitalizing on the substantial opportunity 
set before us in 2023, and thank you, our shareholders, for 
your continued support.

Stephen E. Budorick 
President + Chief Executive Officer

Continued from Inside Front Cover

Reconciliations of EPS 
to FFOPS, Per Nareit 
and As Adjusted for 
Comparability

2017 2018 2019 2020 2021 2022 2023 E‡

Diluted EPS $0.56 $0.69 $1.71 $0.87 $0.68 $1.53 $1.49
Real estate-related 
depreciation and  
amortization

1.33 1.30 1.24 1.25 1.32 1.25 1.32

Gain on sales of real estate (0.10) (0.02) (0.93) (0.53) (0.58) (0.43) (0.43)

Impairment losses 0.15 0.02 -- 0.01 -- -- --
FFO allocation to other 
non-controlling interests 
resulting from capital event

-- -- -- (0.10) -- -- --

Other FFO adjustments -- -- -- -- (0.02) -- --

FFOPS, Per Nareit 1.94 1.99 2.02 1.50 1.40 2.35 2.38
Loss on early 
extinguishment of debt  
and interest rate 
derivatives

-- -- -- 0.53 0.89 0.01 --

Issuance costs associated  
with redeemed preferred 
shares

0.07 -- -- -- -- -- --

FFO allocation to other 
non-controlling interests 
resulting from capital event

-- -- -- 0.10 -- -- --

Other 0.01 0.02 0.01 (0.01) -- -- --
Diluted FFOPS, 
As Adjusted for 
Comparability

$2.02 $2.01 $2.03 $2.12 $2.29 $2.36 $2.38

FIGURE 2: FFOPS, As Adjusted for Comparability
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‡ Based on the $2.38 midpoint of our initial guidance for FFOPS, 
per Nareit and as adjusted for comparability.

2019–Present: An Era of Growth 
5.1% CAGR 2020–2022
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the capital and pricing risk associated with needing to raise 
external equity capital to support new development. It also 
allows us to maintain 100% ownership of our remaining wholly-
owned data center shell portfolio, which is a sub-segment 
benefitting from record demand in Northern Virginia. 
In February 2023, we announced a 3.6% increase to our 
quarterly dividend, which marks our first dividend increase 
since 2010. We have spent the past ten years repositioning 
the portfolio to deeply concentrate our investments into 
properties that support national defense, thereby producing 
more durable cash flows and predicable growth. This dividend 
increase illustrates the high level of confidence we have in 
our ability to grow our FFO per share in the near to medium 
term and enhance shareholder value.
Our 2022 accomplishments in the field of corporate 
sustainability included:

> publishing our eighth consecutive Sustainability Report;
> achieving our eighth consecutive GRESB Green Star

award;
>

>

enhancing alignment with 13 of the 17 United Nations
Sustainable Development Goals;
completing our first climate-related risk assessment
to improve our ability to enhance our alignment with
the Taskforce for Climate-related Financial Disclosures
framework;

> being recognized by Sustainalytics as a top-rated
regional ESG Performer: Mid-Atlantic

As we reflect on 2022, our strategy of concentrating 
investments at priority defense mission locations has 
resulted in operating and financing metrics that have proved 
more than just resilient despite the numerous headwinds 
facing the office sector. Since year-end 2019, a period which 
encompassed the COVID-19 pandemic and a historic rise in 
interest rates, our total portfolio leased rate has increased 
80 basis points, the weighted average interest rate on our 
consolidated debt declined nearly 90 basis points, and 
FFOPS has compounded at 5.1% annually (see Figure 2).
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