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PART I

ITEM 1.  BUSINESS

General

SL Green Realty Corp. is a self-managed real estate investment trust, or REIT, with in-house capabilities in property management, acquisitions,
financing, development, construction and leasing. We were formed in June 1997 for the purpose of continuing the commercial real estate
business of S.L. Green Properties, Inc., our predecessor entity. S.L. Green Properties, Inc., which was founded in 1980 by Stephen L. Green, our
Chairman and former Chief Executive Officer, had been engaged in the business of owning, managing, leasing, acquiring and repositioning
office properties in Manhattan, a borough of New York City, or Manhattan.

As of December 31, 2005, our portfolio, which included interests in 28 properties aggregating 18.2 million square feet, consisted of 21
wholly-owned commercial office properties, or the wholly-owned properties, and seven partially-owned commercial office properties
encompassing approximately 9.4 million and 8.8 million rentable square feet, respectively, located primarily in midtown Manhattan. Our
wholly-owned interests in these properties represent fee ownership (15 properties), including ownership in condominium units, leasehold
ownership (four properties) and operating sublease ownership (two properties). Pursuant to the operating sublease arrangements, we, as tenant
under the operating sublease, perform the functions traditionally performed by landlords with respect to its subtenants. We are responsible for
not only collecting rent from subtenants, but also maintaining the property and paying expenses relating to the property. As of December 31,
2005, the weighted average occupancy (total leased square feet divided by total available square feet) of our wholly-owned properties was
96.0%. Our seven partially-owned commercial office properties, which we own through unconsolidated joint ventures, represent fee ownership.
As of December 31, 2005 the weighted average occupancy of our partially-owned properties was 97.4%. We refer to our wholly-owned
properties and unconsolidated joint ventures collectively as our portfolio. We also own interests in five retail properties encompassing
approximately 168,000 square feet and one residential redevelopment property encompassing 220,000 square feet. In addition, we manage three
office properties owned by third-parties and affiliated companies encompassing approximately 1.0 million rentable square feet.

Our corporate offices are located in midtown Manhattan at 420 Lexington Avenue, New York, New York 10170. Our corporate staff consists of
approximately 164 persons, including 129 professionals experienced in all aspects of commercial real estate. We can be contacted at (212)
594-2700. We maintain a website at www.slgreen.com. On our website, you can obtain, free of charge, a copy of our annual reports on Form
10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports filed or furnished pursuant to
Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, as soon as practicable after we file such material electronically with,
or furnish it to, the Securities and Exchange Commission. We have also made available on our website our audit committee charter,
compensation committee charter, corporate governance and nominating committee charter, code of business conduct and ethics and corporate
governance principles.

Unless the context requires otherwise, all references to �we,� �our� and �us� in this annual report means SL Green Realty Corp., a Maryland
corporation, and one or more of its subsidiaries, including SL Green Operating Partnership, L.P., a Delaware limited partnership, or the
Operating Partnership, and the predecessors thereof, or the SL Green Predecessor, or, as the context may require, SL Green Realty Corp. only or
SL Green Operating Partnership, L.P. only and �S.L. Green Properties� means S.L. Green Properties, Inc., a New York corporation, as well as the
affiliated partnerships and other entities through which Stephen L. Green has historically conducted commercial real estate activities.
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Corporate Structure

In connection with our initial public offering, or IPO, in August 1997, our Operating Partnership received a contribution of interests in real estate
properties as well as a 95% economic, non-voting interest in the management, leasing and construction companies affiliated with S.L. Green
Properties. We refer to this management entity as the �Service Corporation.�  We are organized so as to qualify and have elected to qualify as a
REIT under the Internal Revenue Code of 1986, as amended, or the Code.

Substantially all of our assets are held by, and all of our operations are conducted through, our Operating Partnership. We are the sole managing
general partner of, and as of December 31, 2005, were the owner of approximately 94.6% of the economic interests in, our Operating
Partnership. All of the management and leasing operations with respect to our wholly-owned properties are conducted through SL Green
Management LLC, or Management LLC. Our Operating Partnership owns a 100% interest in Management LLC.

In order to maintain our qualification as a REIT while realizing income from management, leasing and construction contracts with third parties
and joint venture properties, all of these service operations are conducted through the Service Corporation. We, through our Operating
Partnership, own 100% of the non-voting common stock (representing 95% of the total equity) of the Service Corporation. Through dividends
on our equity interest, we expect to receive substantially all of the cash flow from the Service Corporation�s operations. All of the voting
common stock of the Service Corporation (representing 5% of the total equity) is held by a Company affiliate. This controlling interest gives the
affiliate the power to elect all directors of the Service Corporation. Prior to
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July 1, 2003, we accounted for our investment in the Service Corporation on the equity basis of accounting because we had significant influence
with respect to management and operations, but did not control the entity. Since July 1, 2003, we have consolidated the operations of the Service
Corporation into our financial results. Effective January 1, 2001, the Service Corporation elected to be taxed as a taxable REIT subsidiary.

Business and Growth Strategies

Our primary business objective is to maximize total return to stockholders through growth in funds from operations and appreciation in the value
of our assets during any business cycle. We seek to achieve this objective by assembling a high quality portfolio of Manhattan office properties
by capitalizing on current opportunities in the Manhattan office market through: (i) property acquisitions (directly or through joint ventures) -
acquiring office properties at significant discounts to replacement costs with market rents at a premium to fully escalated in-place rents which
provide attractive initial yields and the potential for cash flow growth as well as properties with significant vacancies; (ii) property repositioning
- repositioning acquired retail and commercial office properties that are under-performing through renovations, active management and
proactive leasing; (iii) property dispositions; (iv) integrated leasing and property management; and (v) structured finance investments inclusive
of our investment in Gramercy Capital Corp., or Gramercy (NYSE:GKK), in the greater New York area. Generally, we focus on properties that
are within a ten-minute walk of midtown Manhattan�s primary commuter stations.

Property Acquisitions. We acquire properties for long term appreciation and earnings growth (core assets) or for shorter
term holding periods where we attempt to create significant increases in value which, when sold, result in capital gains
that increase our investment capital base (non-core assets). In acquiring (core and non-core) properties, directly or
through joint ventures with the highest quality institutional investors, we believe that we have the following
advantages over our competitors: (i) senior management�s average 20 years of experience as a full-service,
fully-integrated real estate company focused on the office market in Manhattan; (ii) enhanced access to capital as a
public company (as compared to the generally fragmented institutional or venture oriented sources of capital available
to private companies); (iii) the ability to offer tax-advantaged structures to sellers through the exchange of ownership
interests as opposed to solely cash transactions; and (iv) the ability to close a transaction quickly despite complicated
ownership structures.

Property Repositioning. We apply our management�s experience in enhancing property cash flow and value by renovating
and repositioning properties to be among the best in their sub-markets. Many of the retail and commercial office
buildings we own or acquire are located in or near sub-market(s) which are undergoing major reinvestment and where
the properties in these markets have relatively low vacancy rates compared to other sub-markets. Because the
properties feature unique architectural design, large floor plates or other amenities and functionally appealing
characteristics, reinvestment in them provides us an opportunity to meet market needs and generate favorable returns.

Property Dispositions. We continuously evaluate our properties to identify which are most suitable to meet our long-term
earnings growth objectives and contribute to increasing portfolio value. Properties such as smaller side-street
properties or properties that simply no longer meet our earnings objectives are identified as non-core holdings, and are
targeted for sale to create investment capital. We believe that we will be able to re-deploy capital generated from the
disposition of non-core holdings into property acquisitions or investments in high-yield structured finance
investments, which will provide enhanced future capital gain and earnings growth opportunities.
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Leasing and Property Management. We seek to capitalize on our management�s extensive knowledge of the Manhattan
marketplace and the needs of the tenants therein by continuing a proactive approach to leasing and management,
which includes: (i) use of in-depth market research; (ii) utilization of an extensive network of third-party brokers; (iii)
use of comprehensive building management analysis and planning; and (iv) a commitment to tenant satisfaction by
providing high quality tenant services at affordable rental rates. We believe proactive leasing efforts have contributed
to average occupancy rates in our portfolio consistently exceeding the market average.

Structured Finance. We seek to invest in high-yield structured finance investments. These investments generally provide
high current returns and, in certain cases, a potential for future capital gains. These investments may also serve as a
potential source of real estate acquisitions for us. These investments include both floating rate and fixed rate
investments. Our floating rate investments serve as a natural hedge for our unhedged floating rate debt. We intend to
invest not more than 10% of our total market capitalization in structured finance investments. With the
commencement of operations of Gramercy, in August 2004, we have reduced our focus on direct structured finance
investments made by us. We may make additional structured finance investments, subject to certain limitations, where
Gramercy has determined that such investments do not fit its investment profile or where investments represent the
refinancing of one of our existing investments or in connection with the sale of one of our properties. We hold a 25%
non-controlling interest in Gramercy. Structured finance investments include first mortgages, mortgage participations,
subordinate loans, bridge loans and preferred equity investments.

4
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Competition

The Manhattan office market is a competitive marketplace. Although currently no other publicly traded REITs have been formed solely to
acquire, own, reposition and manage Manhattan commercial office properties, we may in the future compete with such other REITs. In addition,
we face competition from other real estate companies (including other REITs that currently invest in markets other than or in addition to
Manhattan) that may have greater financial resources or access to capital than we do or that are willing to acquire properties in transactions
which are more highly leveraged or are less attractive from a financial viewpoint than we are willing to pursue.

Manhattan Office Market Overview

The properties in our portfolio are located in highly developed areas of Manhattan that include a large number of other office properties.
Manhattan is by far the largest office market in the United States and contains more rentable square feet than the next five largest central
business district office markets in the United States combined. Manhattan has a total inventory of 416 million square feet with 259 million
square feet in Midtown. Based on current construction activity, we estimate that Midtown Manhattan will have approximately 4.8 million square
feet of new construction coming on line. This represents approximately 1.1% of total Manhattan inventory. Of the current inventory under
construction, 62% is pre-leased.

General Terms of Leases in the Midtown Manhattan Markets

Leases entered into for space in the midtown Manhattan markets typically contain terms which may not be contained in leases in other U.S.
office markets. The initial term of leases entered into for space in excess of 10,000 square feet in the midtown markets generally is seven to ten
years. The tenant often will negotiate an option to extend the term of the lease for one or two renewal periods of five years each. The base rent
during the initial term often will provide for agreed upon periodic increases over the term of the lease. Base rent for renewal terms, and base rent
for the final years of a long-term lease (in those leases which do not provide an agreed upon rent during such final years), often is based upon a
percentage of the fair market rental value of the premises (determined by binding arbitration in the event the landlord and the tenant are unable
to mutually agree upon the fair market value).

In addition to base rent, the tenant also generally will pay the tenant�s pro rata share of increases in real estate taxes and operating expenses for
the building over a base year. In some leases, in lieu of paying additional rent based upon increases in building operating expenses, the tenant
will pay additional rent based upon increases in the wage rate paid to porters over the porters� wage rate in effect during a base year, increases in
the consumer price index over the index value in effect during a base year, or a fixed percentage increase over base rent.

Electricity is most often supplied by the landlord either on a sub-metered basis or rent inclusion basis (i.e., a fixed fee is included in the rent for
electricity, which amount may increase based upon increases in electricity rates or increases in electrical usage by the tenant). Base building
services other than electricity (such as heat, air conditioning and freight elevator service during business hours, and base building cleaning)
typically are provided at no additional cost, with the tenant paying additional rent only for services which exceed base building services or for
services which are provided other than during normal business hours. During the year ended December 31, 2005, we were able to recover
approximately 84% of our electric costs.
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In a typical lease for a new tenant, the landlord will deliver the premises with all existing improvements demolished and any asbestos abated.
The landlord also typically will provide a tenant improvement allowance, which is a fixed sum that the landlord makes available to the tenant to
reimburse the tenant for all or a portion of the tenant�s initial construction of its premises. Such sum typically is payable as work progresses, upon
submission of invoices for the cost of construction. However, in certain leases (most often for relatively small amounts of space), the landlord
will construct the premises for the tenant.

Occupancy

The following table sets forth the weighted average occupancy rates at our properties based on space leased as of December 31, 2005, 2004 and
2003:

Percent Occupied as of December 31,
Property 2005 2004 2003
Same-Store Properties (1) 95.9% 95.8% 95.9%
Joint Venture Properties 97.4% 97.1% 96.3%
Portfolio 96.7% 95.6% 96.1%

(1) Represents 17 of our 21 wholly-owned properties owned by us at December 31, 2003 and still owned by us at December 31, 2005.
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Rent Growth

We estimate that rents currently in place in our wholly-owned properties are approximately 18.7% below current market asking rents. We
estimate that rents currently in place in our properties owned through joint ventures are approximately 38.4% below current market asking rents.
This comparative measure was approximately 15.3% at December 31, 2004 for the wholly-owned properties and 19.1% for the joint venture
properties. As of December 31, 2005, 49.6% and 39.4% of all leases in-place in our wholly-owned and joint venture properties, respectively, are
scheduled to expire during the next five years. We expect to capitalize on embedded rent growth as these leases and future leases expire by
renewing or replacing these tenant leases at higher prevailing market rents. There can be no assurances that our estimates of current market rents
are accurate, that market rents currently prevailing will not erode in the future or that we will realize any rent growth. However, we believe the
degree that rents in the current portfolio are below market provides a potential for long-term internal growth.

Industry Segments

We are a REIT that acquires, owns, repositions, manages and leases commercial office properties in Manhattan and have two reportable
segments, office real estate and structured finance investments. We evaluate real estate performance and allocate resources based on earnings
contribution to net operating income.

Our real estate portfolio is primarily located in one geographical market of Manhattan. The primary sources of revenue are generated from tenant
rents and escalations and reimbursement revenue. Real estate property operating expenses consist primarily of security, maintenance, utility
costs, real estate taxes and ground rent expense (at certain applicable properties). As of December 31, 2005, one tenant in our wholly-owned
properties contributed approximately 10% of our annualized rent. No other tenant contributed more than 4.6% of our annualized rent. In
addition, two properties, 420 Lexington Avenue and 220 East 42nd Street, each contributed in excess of 10% of our consolidated
revenue for 2005. See Item 2 �Properties � 420 Lexington Avenue� and � - 220 East 42nd Street� for a further discussion on
these properties. In addition, one tenant at each of 1515 Broadway and One Madison Avenue-South Building, joint
venture properties, contributed approximately 8.5% and 5.4% of portfolio annualized rent, respectively. Portfolio
annualized rent includes our consolidated annualized revenue and our share of joint venture annualized revenue. In
addition, two borrowers each accounted for more than 10.0% of the revenue earned on structured finance investments
at December 31, 2005.

Employees

At December 31, 2005, we employed approximately 694 employees, over 139 of whom were managers and professionals, approximately 513 of
whom were hourly-paid employees involved in building operations and approximately 42 of whom were clerical, data processing and other
administrative employees. There are currently three collective bargaining agreements which cover the workforce that services substantially all of
our properties.

Acquisitions
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During 2005, we acquired two wholly-owned properties, namely, 28 West 44th Street and One Madison Avenue-Clock Tower, for
an aggregate gross purchase price of $221.0 million and encompassing 0.6 million rentable square feet. We also
acquired an additional interest in 19 West 44th Street at an implied value of $91.2 million. In addition, we acquired a
55% interest in One Madison Avenue-South Building for a gross purchase price of approximately $803.0 million.
This property encompasses approximately 1.2 million rentable square feet. In addition, we acquired ownership
interests ranging between 45% and 50% in several retail properties, namely, 1551/1555 Broadway, 21 West
34th Street, 141 Fifth Avenue, 1604 Broadway (leasehold) and 379 West Broadway (leasehold) for a gross aggregate
purchase price of $139.9 million. These properties encompass approximately 168,300 rentable square feet.

Dispositions

During 2005, we sold 1414 Avenue of the Americas for a gross sales price of $60.5 million. We realized a gain of approximately $35.9 million
on the sale of this property, which encompassed 111,000 rentable square feet.

During 2005, through a joint venture, we sold the 265,000 square foot property located at 180 Madison Avenue for $92.7 million. The joint
venture realized a gain of approximately $40.0 million. We held a 49.9% interest in the joint venture, which owned the property.

Structured Finance

During 2005, we originated approximately $148.1 million in structured finance and preferred equity investments (net of discount). There were
also approximately $98.1 million in repayments and participations in 2005. We also made a $47.0 million investment in Gramercy, maintaining
our 25% interest.

Offering/Financings

In September 2005, we closed on a new $500.0 million unsecured revolving credit facility. We have an option to increase the capacity under the
2005 unsecured revolving credit facility to $800.0 million at any time prior to the maturity date in September 2008. The 2005 unsecured
revolving credit facility bears interest at a spread ranging from 85 basis points to 125 basis points over the 30-day London Interbank Offered
Rate, or LIBOR, based on our leverage ratio, and has a one-year extension option.
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In September 2005, we terminated our $300.0 million unsecured revolving credit facility. It bore interest at a spread ranging from 105 basis
points to 135 basis points over the 30-day LIBOR, based on our leverage ratio.

In September 2005, we terminated our $125.0 million secured revolving credit facility. The secured revolving credit facility carried a spread
ranging from 105 basis points to 135 basis points over the 30-day LIBOR, based on our leverage ratio.

In December 2003, we closed on a $100.0 million five-year non-recourse term loan, secured by a pledge of our ownership interest in 1221
Avenue of the Americas. This term loan had a floating rate of 150 basis points over the current 30-day LIBOR rate. In May 2005, we increased
this loan by $100.0 million to $200.0 million, reduced the interest rate spread to 125 basis points and extended the maturity to May 2010.

In June 2005, we issued $100.0 million of Trust Preferred Securities, which are reflected on the balance sheet at December 31, 2005 as Junior
Subordinate Deferrable Interest Debentures. The junior subordinate deferrable interest debentures have a 30-year term ending July 2035. They
bear interest at a fixed rate of 5.61% for the first ten years ending July 2015. Thereafter, the rate will float at the three month LIBOR plus 1.25%.
The securities are redeemable at par beginning in July 2010.

We also closed on mortgage financings at 711 Third Avenue, One Madison Avenue � Clock Tower, 1551/1555 Broadway, 21 West

34th Street and 141 Fifth Avenue, totaling approximately $556.6
million.

We also closed on mortgage financings at several of our joint ventures, including 1515 Broadway, One Madison Avenue � South Building and
100 Park Avenue, totaling approximately $1.5 billion.

Recent Developments

In January 2006 we, through a joint venture with The City Investment Fund, L.P., or CIF, recapitalized 485 Lexington Avenue. The joint venture
obtained a $390.0 million three-year loan, which bears interest at 30-day LIBOR plus 1.35%, and which can be extended for an additional two
years. HSH Nordbank AG, New York Branch fully underwrote the $390 million financing. The initial funding of the loan was approximately
$293 million which was used to repay the existing loan, return 100% of the partners invested capital and provide for a return on capital that
exceeded the performance thresholds established with CIF. The balance of the loan will be used to fund the remaining renovations, lease-up and
tenant improvements for the building. As a result of exceeding the performance thresholds established with CIF, our economic stake in the
property will increase from 30% to 50%. We used our portion of the refinancing proceeds to repay our 2005 unsecured revolving credit facility
and retained a portion for future investments and working capital purposes.
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ITEM 1A. RISK FACTORS

Declines in the demand for office space in New York City, and in particular, in Midtown Manhattan, resulting from general economic
conditions could adversely affect the value of our real estate portfolio and our results of operations and, consequently, our ability to
service current debt and to pay dividends to stockholders.

Most of our office properties are located in Midtown Manhattan. As a result, our business is dependent on the condition of the New York City
economy in general and the market for office space in Midtown Manhattan, in particular. Weakness in the New York City economy could
materially reduce the value of our real estate portfolio and our revenues, and thus adversely affect our ability to service current debt and to pay
dividends to stockholders.

We may be unable to renew leases or relet space as leases expire.

When our tenants decide not to renew their leases upon their expiration, we may not be able to relet the space. Even if tenants do renew or we
can relet the space, the terms of renewal or reletting, including the cost of required renovations, may be less favorable than current lease terms.
Over the next five years, through the end of 2010, leases will expire on approximately 49.6% and 39.4% of the rentable square feet at our
wholly-owned and joint venture properties, respectively. As of December 31, 2005, approximately 4.6 million and 3.3 million square feet are
scheduled to expire by December 31, 2010 at our wholly-owned and joint venture properties, respectively, and these leases currently have
annualized escalated rental income totaling $179.4 million and $155.2 million, respectively. If we are unable to promptly renew the leases or
relet this space at similar rates, our cash flow and ability to service debt and pay dividends to stockholders would be adversely affected.

The expiration of long term leases or operating sublease interests could adversely affect our results of operations.

Our interest in six of our commercial office properties is through either long-term leasehold or operating sublease interests in the land and the
improvements, rather than by a fee interest in the land. Unless we can purchase a fee interest in the underlying land or extend the terms of these
leases before their expiration, we will lose our right to operate these properties and our interest in the improvements upon expiration of the
leases, which would significantly adversely affect our results of operations. These properties are 673 First Avenue, 420 Lexington Avenue,
1140 Avenue of the Americas, 461 Fifth Avenue, 711 Third Avenue and 625 Madison Avenue. The average remaining term of these long-term
leases, including our unilateral extension rights on six of the properties, is 44 years.
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Pursuant to the operating sublease arrangements, we, as tenant under the operating sublease, perform the functions traditionally performed by
landlords with respect to our subtenants. We are responsible for not only collecting rent from our subtenants, but also maintaining the property
and paying expenses relating to the property. The annualized escalated rents of these properties at December 31, 2005 totaled $138.4 million, or
39%, of our total annualized revenue associated with wholly-owned properties.

Reliance on major tenants and insolvency or bankruptcy of these and other tenants could adversely affect our results of operations.

Giving effect to leases in effect as of December 31, 2005 for wholly-owned and joint venture properties as of that date, our five largest tenants,
based on square footage leased, accounted for approximately 26.1% of our share of portfolio annualized rent, and other than three tenants,
Viacom International Inc., Teachers Insurance Annuity Society, and Credit Suisse Securities (USA), LLC, who accounted for 8.5%, 6.4% and
5.4% of our share of portfolio annualized rent, respectively, no tenant accounted for more than 3.2% of that total. Our business would be
adversely affected if any of these tenants or any other tenants became insolvent, declared bankruptcy or otherwise refused to pay rent in a timely
fashion or at all.

We may suffer adverse consequences if our revenues decline since our operating costs do not necessarily decline in proportion to our
revenue.

We earn a significant portion of our income from renting our properties. Our operating costs, however, do not necessarily fluctuate in relation to
changes in our rental revenue. This means that our costs will not necessarily decline even if our revenues do. Our operating costs could also
increase while our revenues do not. If our operating costs increase but our rental revenues do not, we may be forced to borrow to cover our costs,
we may incur losses and we may not have cash available for distributions to our stockholders.

We face risks associated with property acquisitions.

Since our initial public offering, we have made large acquisitions of properties and portfolios of properties. We intend to continue to acquire
properties and portfolios of properties, including large portfolios that could continue to significantly increase our size and alter our capital
structure. Our acquisition activities and their success may be exposed to the following risks:

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

�  even if we enter into an acquisition agreement for a property, it is usually subject to customary
conditions to closing, including completion of due diligence investigations to our satisfaction;

�  even if we are able to acquire a desired property, competition from other real estate investors may
significantly increase the purchase price;

�  we may be unable to finance acquisitions on favorable terms or at all;
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�  acquired properties may fail to perform as we expected;

�  our estimates of the costs of repositioning or redeveloping acquired properties may be inaccurate;

�  acquired properties may be located in new markets where we may face risks associated with a
lack of market knowledge or understanding of the local economy, lack of business relationships in the area and
unfamiliarity with local governmental and permitting procedures; and

�  we may be unable to quickly and efficiently integrate new acquisitions, particularly acquisitions
of portfolios of properties, into our existing operations, and as a result our results of operations and financial condition
could be adversely affected.

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

�  liabilities for clean-up of undisclosed environmental contamination;

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

�  liabilities incurred in the ordinary course of business; and

�  claims for indemnification by general partners, directors, officers and others indemnified by the
former owners of the properties.

We rely on three large properties for a significant portion of our revenue.

As of December 31, 2005, three of our properties, 420 Lexington Avenue, 1221 Avenue of the Americas and 1515 Broadway, accounted for
over 30% of our portfolio annualized rent, including our share of joint venture annualized rent, and 1221 Avenue of the Americas alone
accounted for approximately 11% of our portfolio annualized rent, including our share of joint venture annualized rent. Our revenue and cash
available for distribution to our portfolio stockholders would be materially adversely affected if the groundlease for the 420 Lexington Avenue
property were terminated for any reason or if one or all of these properties were materially damaged or destroyed. Additionally, our revenue and
cash available for distribution to our stockholders would be materially adversely affected if our tenants at these properties experienced a
downturn in their business which may weaken their financial condition and
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result in their failure to timely make rental payments, defaulting under their leases or filing for bankruptcy.

The continuing threat of terrorist attacks may adversely affect the value of our properties and our ability to generate cash flow.

There may be a decrease in demand for space in New York City because it is considered at risk for future terrorist attacks, and this decrease may
reduce our revenues from property rentals. In the aftermath of a terrorist attack, tenants in the New York City area may choose to relocate their
business to less populated, lower-profile areas of the United States that are not as likely to be targets of future terrorist activity. This in turn
would trigger a decrease in the demand for space in the New York City area, which could increase vacancies in our properties and force us to
lease our properties on less favorable terms. As a result, the value of our properties and the level of our revenues could materially decline.

A terrorist attack could cause insurance premiums to increase significantly.

The real estate industry witnessed a sharp rise in property insurance costs after the terrorist attacks on September 11, 2001. While there was
some stabilizing of these costs, primarily as a result of the Terrorism Risk Insurance Act, or TRIA, enacted in November 2002, that required
insurance companies to provide certain forms of terrorism coverage while providing a financial backstop in the event of a non-domestic terrorist
attack, it was unclear whether Congress would extend or modify TRIA, which was set to expire on January 1, 2006. Accordingly, there could be
disruption/repricing to the reduced cost.

On January 1, 2006, Congress extended TRIA, now called TRIEA (Terrorism Risk Insurance Extension Act) until 2007. Our debt instruments,
consisting of mortgage loans secured by our properties (which are generally non-recourse to us), mezzanine loans, ground leases and our
unsecured revolving credit facility and unsecured term loans, contain customary covenants requiring us to maintain insurance. There can be no
assurance that the lenders or ground lessors under these instruments will not take the position that a total or partial exclusion from �all risk�
insurance coverage for losses due to terrorist acts is a breach of these debt and ground lease instruments that allows the lenders or ground lessors
to declare an event of default and accelerate repayment of debt or recapture of ground lease positions. In addition, if lenders insist on full
coverage for these risks, it could result in substantially higher insurance premiums.

We carry comprehensive �all-risk� (including fire, flood, extended coverage and rental loss insurance) and liability insurance with respect to our
property portfolio. The property coverage has a blanket limit of $600 million per occurrence for all the properties in our portfolio with a sublimit
of $450 million for terrorism. The primary property policy expires in July 2007 and all other policies expire in October 2006. We have a
minority interest in the property at 1221 Avenue of the Americas, where we participate with the Rockefeller Group Inc., which carries a blanket
policy providing $1.0 billion of �all-risk� property insurance, including terrorism and in the �Bellemead� portfolio in NJ, where we participate with
Gale Properties, which carries a blanket policy providing $200 million of �all-risk� property insurance including terrorism. Although we consider
our insurance coverage appropriate, in the event of a major catastrophe, such as resulting from an act of terrorism, we may not have sufficient
coverage to replace a significant property. In addition, our policies do not cover properties that we may acquire in the future and insurance will
need to be obtained if added to our portfolio prior to October 2006.

Our dependence on smaller and growth-oriented businesses to rent our office space could adversely affect our cash flow and results of
operations.
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Many of the tenants in our properties are smaller, growth-oriented businesses that may not have the financial strength of larger corporate tenants.
Smaller companies generally experience a higher rate of failure than large businesses. Growth-oriented firms may also seek other office space,
including Class A space, as they develop. Dependence on these companies could create a higher risk of tenant defaults, turnover and
bankruptcies, which could adversely affect our distributable cash flow and results of operations.

Debt financing, financial covenants, degree of leverage, and increases in interest rates could adversely affect our economic performance.

Scheduled debt payments could adversely affect our results of operations.

The total principal amount of our outstanding consolidated indebtedness was $1.5 billion as of December 31, 2005, $32.0 million under our
2005 unsecured revolving credit facility, $325.0 million under our unsecured term loan, $200.0 million under our secured term loan, $100.0
million under our junior subordinated deferrable interest debentures and $885.3 million of non-recourse mortgage loans on twelve of our
properties. Cash flow could be insufficient to pay distributions at expected levels and meet the payments of principal and interest required under
our current mortgage indebtedness, credit facilities and term loans. Our 2005 unsecured revolving credit facility matures in September 2008. Our
unsecured term loan matures in August 2009. Our secured term loan matures in May 2010. As of December 31, 2005, the total principal amount
of non-recourse indebtedness outstanding at the joint venture properties was $2.3 billion, of which our proportionate share was $1.0 billion.
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If we are unable to make payments under our unsecured credit facility and unsecured term loan, all amounts due and owing at such time shall
accrue interest at a rate equal to 4% higher than the rate at which each such loan was made. If a property is mortgaged to secure payment of
indebtedness and we are unable to meet mortgage payments, the mortgagee could foreclose on the property, resulting in loss of income and asset
value. Foreclosure on mortgaged properties or an inability to make scheduled payments under our secured and unsecured term loans and
unsecured credit facility would have a negative impact on our financial condition and results of operations.

We may not be able to refinance existing indebtedness, which in all cases requires substantial principal payments at maturity. In 2006, no debt
on our wholly-owned buildings, and one loan on our joint venture properties will mature. At the present time we intend to exercise extension
options or refinance the debt associated with our properties on or prior to their respective maturity dates. If any principal payments due at
maturity cannot be refinanced, extended or paid with proceeds of other capital transactions, such as new equity capital, our cash flow will not be
sufficient in all years to repay all maturing debt. At the time of refinancing, prevailing interest rates or other factors, such as the possible
reluctance of lenders to make commercial real estate loans, may result in higher interest rates. Increased interest expense on the refinanced debt
would adversely affect cash flow and our ability to service debt and make distributions to stockholders.

Financial covenants could adversely affect our ability to conduct our business.

The mortgages on our properties contain customary negative covenants that limit our ability to further mortgage the property, to enter into new
leases or materially modify existing leases, and to discontinue insurance coverage. In addition, our 2005 unsecured revolving credit facility
contain customary restrictions and requirements on our method of operations. Our 2005 unsecured revolving credit facility and unsecured term
loan also require us to maintain designated ratios of total debt-to-assets, debt service coverage and unencumbered assets-to-unsecured debt.
Restrictions on our ability to conduct business could adversely affect our results of operations and our ability to make distributions to
stockholders.

Rising interest rates could adversely affect our cash flow.

Advances under our 2005 unsecured revolving credit facility and unsecured term loan and certain property-level mortgage debt bear interest at a
variable rate. These variable rate borrowings totaled $287.1 million at December 31, 2005. Borrowings under our 2005 unsecured revolving
credit facility bear interest at a spread equal to the 30-day LIBOR, plus 95 basis points. Borrowings under our unsecured term loan and secured
term loan bear interest at spreads equal to the 30-day LIBOR plus 125 basis points, respectively. As of December 31, 2005 borrowings under the
2005 unsecured revolving credit facility and secured and unsecured term loans and junior subordinated deferrable interest debentures totaled
$32.0 million, $200.0 million, $325.0 million and $100.0 million, respectively, and bore interest at 4.90%, 4.37%, 4.64%, and 5.61%,
respectively. We may incur indebtedness in the future that also bears interest at a variable rate or may be required to refinance our debt at higher
rates. Accordingly, increases in interest rates above that which we anticipated based upon historical trends could adversely affect our ability to
continue to make distributions to stockholders. At December 31, 2005, a hypothetical 100 basis point increase in interest rates along the entire
interest rate curve would increase our annual interest costs by approximately $2.7 million and would increase our share of joint venture annual
interest costs by approximately $6.0 million.

Failure to hedge effectively against interest rate changes may adversely affect results of operations.

The interest rate hedge instruments we use to manage some of our exposure to interest rate volatility involve risk, such as the risk that
counterparties may fail to honor their obligations under these arrangements. In addition, these arrangements may not be effective in reducing our
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exposure to interest rate changes. Failure to hedge effectively against interest rate changes may adversely affect our results of operations.

Our policy of no limitation on debt could adversely affect our cash flow. Our organizational documents do not contain any
limitation

on the amount of indebtedness we may incur. As of December 31, 2005, assuming the conversion of all outstanding units of the operating
partnership into shares of our common stock, our combined debt-to-market capitalization ratio, including our share of joint venture debt of
$1.0 billion, was approximately 41.2%. However, our policy is to incur debt only if upon a conversion our consolidated debt to market
capitalization ratio would be 60.0% or less. Our board of directors can alter or eliminate this policy and would do so if our board of directors
determines that this action is in the best interests of our business. If this policy is changed and we become more highly leveraged, an increase in
debt service could adversely affect cash available for distribution to stockholders and could increase the risk of default on our indebtedness. In
addition, any change that increases our debt to market capitalization percentage could be viewed negatively by investors. As a result, our share
price could decrease.

We have established our debt policy relative to the total market capitalization of our business rather than relative to the book value of our assets.
We use total market capitalization because we believe that the book value of our assets, which to a large extent is the depreciated original cost of
our properties, and our primary tangible assets, does not accurately reflect our ability to borrow and to meet debt service requirements. Our
market capitalization, however, is more variable than book value, and does not necessarily reflect the fair market value of our assets at all times.
We also will consider factors other than market capitalization in making decisions regarding the incurrence of indebtedness, such as the purchase
price of properties to be acquired with debt financing, the estimated market value of our properties upon refinancing and the ability of particular
properties and our business as a whole to generate cash flow to cover expected debt service.
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Structured finance investments could cause expenses, which could adversely affect our results of operations.

We owned mezzanine loans, junior participations and preferred equity interests in eighteen properties with an aggregate book value of
$400.1 million at December 31, 2005. To the extent we invest in mezzanine loans, junior participations and preferred equity, such investments
may or may not be recourse obligations of the borrower and are not insured or guaranteed by governmental agencies or otherwise. In the event
of a default under these obligations, we may have to realize upon our collateral and thereafter make substantial improvements or repairs to the
underlying real estate in order to maximize the property�s investment potential. Borrowers may contest enforcement of foreclosure or other
remedies, seek bankruptcy protection against such enforcement and/or bring claims for lender liability in response to actions to enforce their
obligation to us. Relatively high loan-to-value ratios and declines in the value of the property may prevent us from realizing an amount equal to
our investment upon foreclosure.

Joint investments could be adversely affected by our lack of sole decision-making authority and reliance upon a co-venturer�s financial
condition.

We co-invest with third parties through partnerships, joint ventures, co-tenancies or other entities, acquiring non-controlling interests in, or
sharing responsibility for managing the affairs of, a property, partnership, joint venture, co-tenancy or other entity. Therefore, we will not be in a
position to exercise sole decision-making authority regarding that property, partnership, joint venture or other entity. Investments in
partnerships, joint ventures, or other entities may involve risks not present were a third party not involved, including the possibility that our
partners, co-tenants or co-venturers might become bankrupt or otherwise fail to fund their share of required capital contributions. Additionally,
our partners or co-venturers might at any time have economic or other business interests or goals, which are inconsistent with our business
interests or goals. These investments may also have the potential risk of impasses on decisions such as a sale, because neither we nor the partner,
co-tenant or co-venturer would have full control over the partnership or joint venture. Consequently, actions by such partner, co-tenant or
co-venturer might result in subjecting properties owned by the partnership or joint venture to additional risk. In addition, we may in specific
circumstances be liable for the actions of our third-party partners, co-tenants or co-venturers. As of December 31, 2005, we were participating in
eight unconsolidated joint ventures encompassing eight properties and had an aggregate cost basis in the joint ventures totaling $543.2 million.
As of December 31, 2005, our share of joint venture debt totaled $1.0 billion.

Our joint venture agreements contain terms in favor of our partners that may have an adverse effect on the value of our investments in
the joint ventures.

Each of our joint venture agreements has been individually negotiated with our partner in the joint venture and, in some cases, we have agreed to
terms that are favorable to our partner in the joint venture. For example, our partner may be entitled to a specified portion of the profits of the
joint venture before we are entitled to any portion of such profits and our partner may have rights to buy our interest in the joint venture, to force
us to buy the partner�s interest in the joint venture or to compel the sale of the property owned by such joint venture. These rights may permit our
partner in a particular joint venture to obtain a greater benefit from the value or profits of the joint venture than us, which may have an adverse
effect on the value of our investment in the joint venture and on our financial condition and results of operations. We may also enter into similar
arrangements in the future.

We are subject to possible environmental liabilities and other possible liabilities.
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We are subject to various federal, state and local environmental laws. These laws regulate our use, storage, disposal and management of
hazardous substances and, wastes and can impose liability on property owners or operators for the clean-up of certain hazardous substances
released on a property and any associated damage to natural resources without regard to whether the release was legal or whether it was caused
by the property owner or operator. The presence of hazardous substances on our properties may adversely affect occupancy and our ability to
develop or sell or borrow against those properties. In addition to potential liability for clean-up costs, private plaintiffs may bring claims for
personal injury, property damage or for similar reasons. Various laws also impose liability for the clean-up of contamination at any facility (e.g.,
a landfill) to which we have sent hazardous substances for treatment or disposal, without regard to whether the materials were transported,
treated and disposed in accordance with law.

Our properties may be subject to other risks relating to current or future laws including laws benefiting disabled persons, and other state or local
zoning, construction or other regulations. These laws may require significant property modifications in the future for which we may not have
budgeted and could result in fines being levied against us. The occurrence of any of these events could have an adverse impact on our cash flows
and ability to make distributions to stockholders.

We may incur significant costs complying with the Americans with Disabilities Act and similar laws.

Under the Americans with Disabilities Act, or ADA, all public accommodations must meet federal requirements related to access and use by
disabled persons. Additional federal, state and local laws also may require modifications to our properties, or restrict our ability to renovate our
properties. We have not conducted an audit or investigation of all of our properties to determine our compliance. If one or more of our properties
is not in compliance with the ADA or other legislation, then we would be required to
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incur additional costs to bring the property into compliance. We cannot predict the ultimate amount of the cost of compliance with ADA or other
legislation. If we incur substantial costs to comply with the ADA and any other legislation, our financial condition, results of operations and cash
flow and/or ability to satisfy our debt service obligations and to pay dividends to our stockholders could be adversely affected.

Our charter documents and applicable law may hinder any attempt to acquire us, which could discourage takeover attempts and
prevent our stockholders from receiving a premium over the market price of our stock.

Provisions of our articles of incorporation and bylaws could inhibit changes in control.

A change of control of our company could benefit stockholders by providing them with a premium over the then-prevailing market price of the
stock. However provisions contained in our articles of incorporation and bylaws may delay or prevent a change in control of our company.
These provisions, discussed more fully below, are:

�  staggered board of directors;

�  ownership limitations for tax purposes;

�  the board of director�s ability to issue additional common stock and preferred stock without
stockholder approval; and

�  stockholder rights plan.

Our board of directors is staggered into three separate classes.

The board of directors of our company is divided into three classes. The terms of the class I, class II and class III directors expire in 2006, 2007
and 2008, respectively. Our staggered board may deter changes in control because of the increased time period necessary for a third party to
acquire control of the board.

We have a share ownership limit for REIT tax purposes.

To remain qualified as a REIT for federal income tax purposes, not more than 50% in value of our outstanding capital stock may be owned by
five or fewer individuals at any time during the last half of any taxable year. For this purpose, stock may be �owned� directly, as well as indirectly
under certain constructive ownership rules, including, for example, rules that attribute stock held by one family member to another family
member. To avoid violating this rule regarding share ownership limitations and maintain our REIT qualification, our articles of incorporation
prohibit ownership by any single stockholder of more than 9.0% in value or number of shares of our common stock. Limitations on the
ownership of preferred stock may also be imposed by us.
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The board of directors has the discretion to raise or waive this limitation on ownership for any stockholder if deemed to be in our best interest.
To obtain a waiver, a stockholder must present the board and our tax counsel with evidence that ownership in excess of this limit will not affect
our present or future REIT status.

Absent any exemption or waiver, stock acquired or held in excess of the limit on ownership will be transferred to a trust for the exclusive benefit
of a designated charitable beneficiary, and the stockholder�s rights to distributions and to vote would terminate. The stockholder would be
entitled to receive, from the proceeds of any subsequent sale of the shares transferred to the charitable trust, the lesser of:  the price paid for the
stock or, if the owner did not pay for the stock, the market price of the stock on the date of the event causing the stock to be transferred to the
charitable trust; and the amount realized from the sale.

This limitation on ownership of stock could delay or prevent a change in control.

We have a stockholder rights plan.

We adopted a stockholder rights plan which provides, among other things, that when specified events occur, our stockholders will be entitled to
purchase from us a newly created series of junior preferred shares, subject to our ownership limit described above. The preferred share purchase
rights are triggered by the earlier to occur of (1) ten days after the date of a public announcement that a person or group acting in concert has
acquired, or obtained the right to acquire, beneficial ownership of 17% or more of our outstanding shares of common stock or (2) ten business
days after the commencement of or announcement of an intention to make a tender offer or exchange offer, the consummation of which would
result in the acquiring person becoming the beneficial owner of 17% or more of our outstanding common stock. The preferred share purchase
rights would cause substantial dilution to a person or group that attempts to acquire us on terms not approved by our board of directors.

Maryland takeover statutes may prevent a change of control of our company, which could depress our stock price.

Under Maryland law, �business combinations� between a Maryland corporation and an interested stockholder or an affiliate of an interested
stockholder are prohibited for five years after the most recent date on which the interested stockholder becomes an interested stockholder. These
business combinations include a merger, consolidation, share exchange, or, in circumstances specified in the statute, an asset transfer or issuance
or reclassification of equity securities. An interested stockholder is defined as:

�  any person who beneficially owns 10% or more of the voting power of the corporation�s shares; or

�  an affiliate or associate of the corporation who, at any time within the two-year period prior to the date in
question, was the beneficial owner of 10% or more of the voting power of the then outstanding voting stock of the
corporation.
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A person is not an interested stockholder under the statute if the board of directors approves in advance the transaction by which he otherwise
would have become an interested stockholder.

After the five-year prohibition, any business combination between the Maryland corporation and an interested stockholder generally must be
recommended by the board of directors of the corporation and approved by the affirmative vote of at least:

�  80% of the votes entitled to be cast by holders of outstanding shares of voting stock of the corporation; and

�  two-thirds of the votes entitled to be cast by holders of voting stock of the corporation other than shares held
by the interested stockholder with whom or with whose affiliate the business combination is to be effected or held by
an affiliate or associate of the interested stockholder.

The business combination statute may discourage others from trying to acquire control of us and increase the difficulty of consummating any
offer, including potential acquisitions that might involve a premium price for our common stock or otherwise be in the best interest of our
stockholders.

We have opted out of these provisions of the Maryland General Corporation Law, or the MGCL, with respect to its business combination
provisions and its control share provisions by resolution of our board of directors and a provision in our bylaws, respectively. However, in the
future, our board of directors may reverse its decision by resolution and elect to opt in to the MGCL�s business combination provisions, or amend
our bylaws and elect to opt in to the MGCL�s control share provisions.

Additionally, Title 8, Subtitle 3 of the MGCL permits our board of directors, without stockholder approval and regardless of what is provided in
our charter or bylaws, to implement takeover defenses, some of which we do not have. These provisions may have the effect of inhibiting a third
party from making us an acquisition proposal or of delaying, deferring or preventing a change in our control under circumstances that otherwise
could provide you with an opportunity to realize a premium over the then-current market price.

Future issuances of common stock and preferred stock could dilute existing stockholders� interests.

Our articles of incorporation authorize our board of directors to issue additional shares of common stock and preferred stock without stockholder
approval. Any such issuance could dilute our existing stockholders� interests. Also, any future series of preferred stock may have voting
provisions that could delay or prevent a change of control.

Changes in market conditions could adversely affect the market price of our common stock.
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As with other publicly traded equity securities, the value of our common stock depends on various market conditions, which may change from
time to time. Among the market conditions that may affect the value of our common stock are the following:

�  the extent of your interest in us;

�  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 financial performance; and

�  general stock and bond market conditions.

The market value of our common stock 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 stock may trade at prices that are higher or lower than our net asset value per
share of common stock. If our future earnings or cash dividends are less than expected, it is likely that the market price of our common stock
will diminish.

Market interest rates may have an effect on the value of our common stock.

If market interest rates go up, prospective purchasers of shares of our common stock may expect a higher distribution rate on our common stock.
Higher market interest rates would not, however, result in more funds for us to distribute and, to the contrary, would likely increase our
borrowing costs and potentially decrease funds available for distribution. Thus, higher market interest rates could cause the market price of our
common stock to go down.

There are potential conflicts of interest between us and Mr. Green.

There is a potential conflict of interest relating to the disposition of the property contributed to us by Stephen L. Green, and his family.
Mr. Green serves as the chairman of our board of directors and is an executive officer. As part of our formation, Mr. Green contributed
appreciated property, with a net book value of $73.5 million, to the operating partnership in exchange for units of limited partnership interest in
the operating partnership. He did not recognize any taxable gain as a result of the contribution. The operating partnership, however, took a tax
basis in the contributed property equal to that of the contributing unitholder. The fair market value of the property contributed by him exceeded
his tax basis by approximately $34.0 million at the time of contribution. The difference between fair market value and tax basis at the time of
contribution represents a built-in gain. If we sell a property in a transaction in
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which a taxable gain is recognized, for tax purposes the built-in gain would be allocated solely to him and not to us. As a result, Mr. Green has a
conflict of interest if the sale of a property, which he contributed, is in our best interest but not his.

There is a potential conflict of interest relating to the refinancing of indebtedness specifically allocated to Mr. Green. Mr. Green would recognize
gain if he were to receive a distribution of cash from the operating partnership in an amount that exceeds his tax basis in his partnership units.
His tax basis includes his share of debt, including mortgage indebtedness, owed by our Operating Partnership. If the Operating Partnership were
to retire such debt, then he would experience a decrease in his share of liabilities, which, for tax purposes, would be treated as a distribution of
cash to him. To the extent the deemed distribution of cash exceeded his tax basis, he would recognize gain.

Limitations on our ability to sell or reduce the indebtedness on specific mortgaged properties could adversely affect the value of the
stock.

We have agreed to restrictions relating to future transactions involving 673 First Avenue and 470 Park Avenue South. During the period of time
that these restrictions apply, our ability to manage or use these properties in a manner that is in our overall best interests may be impaired. In
particular, these restrictions could preclude us from participating in major transactions otherwise favorable to us if a disposition of these
restricted assets is required. These restrictions may also inhibit a change in control of our company even though a disposition or change in
control might be in the best interests of the stockholders.

Specifically, we have agreed not to sell our interest in these properties until August 20, 2009 without the approval of unitholders holding at least
75% of the units issued in consideration for these properties. The current gross carrying value of the commercial real estate of these properties
totaled $85.5 million at December 31, 2005. We have also agreed not to reduce the mortgage indebtedness ($34.5 million at December 31,
2005), other than pursuant to scheduled amortization, on 673 First Avenue until one year prior to its maturity date without the same consent. In
addition, we are obligated to use commercially reasonable efforts to refinance this mortgage prior to its maturity date in an amount not less than
the principal amount outstanding on the maturity date. With respect to 673 First Avenue, Mr. Green controls at least 75% of the units whose
approval is necessary. With respect to 470 Park Avenue South, Mr. Green controls at least 65% of the units whose approval is necessary.
Finally, during this period, we may not incur debt secured by any of these properties if the amount of our new debt would exceed the greater of
75% of the value of the property securing the debt or the amount of existing debt being refinanced plus associated costs. The maturity date for
the mortgage loan for 673 First Avenue is February 11, 2013.

In addition, on May 15, 2002, we acquired the property located at 1515 Broadway, New York, New York. Under a tax protection agreement
established to protect the limited partners of the partnership that transferred 1515 Broadway to us, we have agreed not to take certain action that
would adversely affect the limited partners� tax positions before December 31, 2011. We also acquired the property located at 220 East 42nd
Street, New York, New York, on February 13, 2003 and condominium interests in the property located at 125 Broad Street, New York, New
York on March 28, 2003. We have agreed not to take certain action that would adversely affect the tax positions of certain of the partners who
held interests in these properties prior to the acquisitions for a period of seven years, in the case of 220 East 42nd Street, and a period of three
years, in the case of 125 Broad Street, after the respective acquisitions. We also acquired the property located at 625 Madison Avenue, New
York, New York, on October 19, 2004 and have agreed not to take certain action that would adversely affect the tax positions of certain of the
partners who held interests in this property prior to the acquisition for a period of seven years after the acquisition.

In connection with future acquisitions of interests in properties, we may agree to similar restrictions on our ability to sell or refinance the
acquired properties with similar potential adverse consequences.
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We face potential conflicts of interest.

Members of management may have a conflict of interest over whether to enforce terms of agreements with entities in which senior
management, directly or indirectly, has an interest.

Two entities owned by one of Mr. Green�s sons, First Quality Maintenance, L.P. and Classic Security LLC, currently provide cleaning,
exterminating and security services to all of our office properties, with the exception of cleaning services at one property. Our company and our
tenants accounted for approximately 12.9% of First Quality Maintenance, L.P.�s 2005 total revenue and 42.4% of Classic Security LLC�s 2005
total revenue. Bright Star Courier, LLC, a messenger service company owned by one of Mr. Green�s sons, has provided messenger services at of
our properties since May 1, 2002. We accounted for approximately 29.9% of Bright Star Courier, LLC�s 2005 total revenue. In addition, Onyx
Restoration Works, a restoration company owned by one of Mr. Green�s sons, has provided restoration services at all of our properties since
March 2005. We accounted for approximately 67.1% of Onyx Restoration Works� 2005 total revenue. While the contracts pursuant to which
these services are provided are reviewed by our board of directors, they are not the result of arm�s length negotiations and, therefore, there can be
no assurance that the terms and conditions are not less favorable than those which could be obtained from third parties providing comparable
services.
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Members of management may have a conflict of interest over whether to enforce terms of senior management�s employment and
noncompetition agreements.

Stephen Green, Marc Holliday, Gregory Hughes, Andrew Levine, Gerard Nocera and Andrew Mathias entered into employment and
noncompetition agreements with us pursuant to which they have agreed not to engage in the acquisition, development or operation of office real
estate in the New York City metropolitan area. For the most part these restrictions apply to the executive both during his employment and for a
period of time thereafter. Each executive is also prohibited from otherwise disrupting or interfering with our business through the solicitation of
our employees or clients or otherwise. To the extent that we choose to enforce our rights under any of these agreements, we may determine to
pursue available remedies, such as actions for damages or injunctive relief, less vigorously than we otherwise might because of our desire to
maintain our ongoing relationship with the individual involved. Additionally, the non-competition provisions of these agreements despite being
limited in scope and duration, could be difficult to enforce, or may be subject to limited enforcement, should litigation arise over them in the
future. Mr. Green has interests in two properties in Manhattan, which are exempt from the non-competition provisions of his employment and
non-competition agreement.

Our failure to qualify as a REIT would be costly.

We believe we have operated in a manner to qualify as a REIT for federal income tax purposes and intend to continue to so operate. Many of
these requirements, however, are highly technical and complex. The determination that we are a REIT requires an analysis of factual matters and
circumstances. These matters, some of which may not be totally within our control, can affect our qualification as a REIT. For example, to
qualify as a REIT, at least 95% of our gross income must come from designated sources that are listed in the REIT tax laws. We are also
required to distribute to stockholders at least 90% of our REIT taxable income excluding capital gains. The fact that we hold our assets through
the operating partnership and its subsidiaries further complicates the application of the REIT requirements. Even a technical or inadvertent
mistake could jeopardize our REIT status. Furthermore, Congress and the Internal Revenue Service, which we refer to as 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.

If we fail to qualify as a REIT, we would be subject to federal income tax at regular corporate rates. Also, unless the IRS grants us relief under
specific statutory provisions, we would remain disqualified as a REIT for four years following the year we first failed to qualify. If we failed to
qualify as a REIT, we would have to pay significant income taxes and would therefore have less money available for investments or for
distributions to stockholders. This would likely have a significant adverse effect on the value of our securities. In addition, the REIT tax laws
would no longer require us to make any distributions to stockholders.

Previously enacted tax legislation reduces tax rates for dividends paid by non-REIT corporations.

Under certain previously enacted tax legislation, the maximum tax rate on dividends to individuals has generally been reduced from 38.6% to
15% (from January 1, 2003 through December 31, 2008). The reduction in rates on dividends is generally not applicable to dividends paid by a
REIT except in limited circumstances that we do not contemplate. Although this legislation will not adversely affect the taxation of REITs or
dividends paid by REITs, the favorable treatment of regular corporate dividends could cause investors who are individuals to consider stock of
non-REIT corporations that pay dividends as relatively more attractive than stocks of REITs. It is not possible to predict whether such a change
in perceived relative value will occur or what the effect, if any, this legislation will have on the market price of our stock.
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We are dependent on external sources of capital.

Because of distribution requirements imposed on us to qualify as a REIT, it is not likely that we will be able to fund all future capital needs,
including acquisitions, from income from operations. We therefore will have to rely on third-party sources of capital, which may or may not be
available on favorable terms or at all. Our access to third-party sources of capital depends on a number of things, including the market�s
perception of our growth potential and our current and potential future earnings. In addition, we anticipate having to raise money in the public
equity and debt markets with some regularity, and our ability to do so will depend upon the general conditions prevailing in these markets. At
any time conditions may exist which effectively prevent us, and REITs in general, from accessing these markets. Moreover, additional equity
offerings may result in substantial dilution of our stockholders� interests, and additional debt financing may substantially increase our leverage.

We face significant competition for tenants.

The leasing of real estate is highly competitive. The principal means of competition are rent charged, location, services provided and the nature
and condition of the facility to be leased. We directly compete with all lessors and developers of similar space in the areas in which our
properties are located. Demand for retail space has been impacted by the recent bankruptcy of a number of retail companies and a general trend
toward consolidation in the retail industry, which could adversely affect the ability of our company to attract and retain tenants.

Our office building properties are concentrated in highly developed areas of midtown Manhattan. Manhattan is the largest office
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market in the United States. The number of competitive office properties in Manhattan could have a material adverse effect on our ability to
lease office space at our properties, and on the effective rents we are able to charge. These competing properties may be newer or better located.
In addition, we may compete with other property owners (including other REITs that currently invest in markets other than Manhattan) that are
willing to pay higher prices to acquire properties in transactions that are more highly leveraged than we are willing to undertake and therefore,
our ability to make future acquisitions may be limited.

Loss of our key personnel could harm our operations.

We are dependent on the efforts of Stephen L. Green, the chairman of our board of directors and an executive officer, and Marc Holliday, our
chief executive officer and president. A loss of the services of either of these individuals could adversely affect our operations.

Our business and operations would suffer in the event of system failures.

Despite system redundancy, the implementation of security measures and the existence of a Disaster Recovery Plan for our internal information
technology systems, our systems are vulnerable to damages from computer viruses, unauthorized access, energy blackouts, natural disasters,
terrorism, war and telecommunication failures. Any system failure or accident that causes interruptions in our operations could result in a
material disruption to our business. We may also incur additional costs to remedy damages caused by such disruptions.

Compliance with changing regulation of corporate governance and public disclosure may result in additional expenses, affect our
operations and affect our reputation.

Changing laws, regulations and standards relating to corporate governance and public disclosure, including the Sarbanes-Oxley Act of 2002 and
new SEC regulations and New York Stock Exchange rules, are creating uncertainty for public companies. These new or changed laws,
regulations and standards are subject to varying interpretations in many cases due to their lack of specificity, and as a result, their application in
practice may evolve over time as new guidance is provided by regulatory and governing bodies, which could result in continuing uncertainty
regarding compliance matters and higher costs necessitated by ongoing revisions to disclosure and governance practices. We are committed to
maintaining high standards of corporate governance and public disclosure. As a result, our efforts to comply with evolving laws, regulations and
standards have resulted in, and are likely to continue to result in, increased general and administrative expenses and a diversion of management
time and attention from revenue-generating activities to compliance activities. In particular, our efforts to comply with Section 404 of the
Sarbanes-Oxley Act of 2002 and the related regulations regarding our required assessment of our internal controls over financial reporting and
our external auditors� audit of that assessment has required the commitment of significant financial and managerial resources. In addition, it has
become more difficult and more expensive for us to obtain director and officer liability insurance. We expect these efforts to require the
continued commitment of significant resources. Further, our directors, chief executive officer and chief financial officer could face an increased
risk of personal liability in connection with the performance of their duties. As a result, we may have difficulty attracting and retaining qualified
directors and executive officers, which could harm our business. If our efforts to comply with new or changed laws, regulations and standards
differ from the activities intended by regulatory or governing bodies due to ambiguities related to practice, our reputation may be harmed.

Forward-Looking Statements May Prove Inaccurate
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See Item 7 �Management�s Discussion and Analysis of Financial Condition and Results of Operations � Forward-looking Information� for additional
disclosure regarding forward-looking statements.

ITEM 1B. UNRESOLVED STAFF COMMENTS

As of December 31, 2005, we did not have any unresolved comments with the staff of the SEC.
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ITEM 2.  PROPERTIES

The Portfolio

General

As of December 31, 2005, we wholly-owned 21 commercial office properties encompassing approximately 9.4 million rentable square feet
located primarily in midtown Manhattan. Certain of these properties include at least a small amount of retail space on the lower floors, as well as
basement/storage space. As of December 31, 2005, our portfolio also included ownership interests in seven unconsolidated joint ventures, which
own commercial office properties located in Manhattan, encompassing approximately 8.8 million rentable square feet. As of December 31,
2005, our portfolio also included consolidated and unconsolidated retail (five) and development (one) properties encompassing approximately
388,000 rentable square feet.
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The following table sets forth certain information with respect to each of the Manhattan office properties in the portfolio as of December 31,
2005:

Property Wholly-Owned
Year Built/
Renovated Sub-market

Approximate
Rentable
Square

Feet

Percentage of
Portfolio

Rentable Square
Feet (%)

Percent
Leased (%)

Annualized
Rent (1)

Percentage of
Portfolio

Annualized
Rent (%) (2)

Number
of

Tenants

Annualized
Rent Per

Leased Square
Foot (3)

Annualized Net
Effective Rent

Per Leased
Square Foot (4)

PROPERTIES 100%
OWNED
�Same Store�
1140 Avenue of the
Americas 1926/1998

Rockefeller
Center 191,000 1.1 97.1 $ 9,130,884 2 25 $ 43.83 $ 38.58

110 East 42nd Street

1921

Grand
Central
North 181,000 1.0 96.5 6,999,960 1 29 38.71 31.26

125 Broad Street 1968/1997 Downtown 525,000 2.9 100.0 18,065,112 3 4 34.44 29.25
1372 Broadway

1926/1998

Times
Square
South 508,000 2.8 84.1 15,523,092 3 22 34.44 25.83

220 East 42nd Street 1929 Midtown 1,135,000 6.3 99.5 39,095,412 7 40 35.48 32.36
286 Madison Avenue

1918/1997

Grand
Central
South 112,000 0.6 99.8 4,072,440 1 39 34.63 29.62

290 Madison Avenue

1952

Grand
Central
South 37,000 0.2 100.0 1,435,416 0 4 37.65 34.24

292 Madison Avenue

1923

Grand
Central
South 187,000 1.0 99.7 7,961,160 1 20 42.43 35.49

317 Madison Avenue
1920/2004

Grand
Central 450,000 2.5 93.7 17,413,440 3 89 39.51 31.25

420 Lexington Ave
(Graybar) (7)

1927/1999

Grand
Central
North 1,188,000 6.5 97.1 52,359,132 10 250 40.07 32.27

440 Ninth Avenue

1927/1989

Times
Square
South 339,000 1.9 100.0 10,148,568 2 14 26.47 19.54

461 Fifth Avenue (9)
1988

Grand
Central 200,000 1.1 89.7 10,778,316 2 17 58.86 55.25

470 Park Avenue South
(5) 1912/1944

Park Avenue
South 260,000 1.4 93.8 8,788,788 2 26 35.00 26.64

555 West 57th Street (6)
1971

Midtown
West 941,000 5.2 100.0 26,800,380 5 18 27.46 22.03

673 First Avenue (6)

1928/1990

Grand
Central
South 422,000 2.3 77.8 10,370,676 2 10 30.35 29.08

70 West 36th Street

1923/1994

Times
Square
South 151,000 0.8 96.1 4,244,040 1 29 27.88 21.89

711 Third Avenue (6) (8)

1955

Grand
Central
North 524,000 2.9 100.0 22,951,080 4 19 41.97 31.07

Subtotal / Weighted
Average 7,351,000 40.5 95.9 $ 266,137,896 49 655 $ 36.01 $ 29.73

ADJUSTMENTS
19 West 44th Street 1916 Midtown 292,000 1.6 96.8 10,562,592 2 68 38.67 35.91
750 Third Avenue (10)

1958/1998

Grand
Central
Square 780,000 4.3 100.0 33,814,224 6 6 43.40 43.40

625 Madison Avenue
1956/2002

Plaza
District 563,000 3.1 91.7 32,855,340 6 39 64.09 61.54
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28 West 44th Street 1919/2003 Midtown 359,000 2.0 94.2 12,212,076 2 70 38.13 36.40
Subtotal / Weighted
Average (11) 1,994,000 11.0 96.2 $ 89,444,232 16 183 $ 47.45 $ 46.06

Total / Weighted
Average Properties
100% Owned 9,345,000 51.5 96.0 $ 355,582,128 65 838 $ 38.33 $ 33.05

PROPERTIES < 100%
OWNED
(Unconsolidated)

Creation orders may be placed either (i) through the Continuous Net Settlement
(�CNS�) clearing processes of the National Securities Clearing Corporation (the
�NSCC�) or (ii) if outside the CNS Clearing Process, only through the facilities of
The Depository Trust Company (�DTC� or the �Depository�) (the �DTC Process�), or a
successor depository.

(b) Redemptions

On any business day, an Authorized Participant may place an order with the
Transfer Agent to redeem one or more Baskets. Redemption orders must be placed
by 10:00 a.m., Eastern time. The day on which the Managing Owner receives a
valid redemption order is the redemption order date. The day on which a
redemption order is settled is the redemption order settlement date. As provided
below, the redemption order settlement date may occur up to 3 business days after
the redemption order date. The redemption procedures allow Authorized
Participants to redeem Baskets. Individual Shareholders may not redeem directly
from the Fund. Instead, individual Shareholders may only redeem Shares in
integral multiples of 200,000 and only through an Authorized Participant.

Unless otherwise agreed to by the Managing Owner and the Authorized Participant
as provided in the next sentence, by placing a redemption order, an Authorized
Participant agrees to deliver the Baskets to be redeemed through DTC�s book-entry
system to the Fund not later than the redemption order settlement date as of 2:45
p.m., Eastern time, on the business day immediately following the redemption
order date. Upon submission of a redemption order, the Authorized Participant may
request the Managing Owner to agree to a redemption order settlement date up to 3
business days after the redemption order date. By placing a redemption order, and
prior to receipt of the redemption proceeds, an Authorized Participant�s DTC
account is charged the non-refundable transaction fee due for the redemption order.
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Redemption orders may be placed either (i) through the CNS clearing processes of
the NSCC or (ii) if outside the CNS Clearing Process, only through the DTC
Process, or a successor depository, and only in exchange for cash. By placing a
redemption order, and prior to receipt of the redemption proceeds, an Authorized
Participant�s DTC account is charged the non-refundable transaction fee due for the
redemption order.

The redemption proceeds from the Fund consist of the cash redemption amount.
The cash redemption amount is equal to the net asset value of the number of
Basket(s) requested in the Authorized Participant�s redemption order as of the
closing time of the NYSE Arca or the last to close of the exchanges on which the
Fund�s futures contracts are traded, whichever is later, on the redemption order date.
The Managing Owner will distribute the cash redemption amount 2:45 p.m.,
Eastern time, on the redemption order settlement date through DTC to the account
of the Authorized Participant as recorded on DTC�s book-entry system.

The redemption proceeds due from the Fund are delivered to the Authorized
Participant at 2:45 p.m., Eastern time, on the redemption order settlement date if,
by such time, the Fund�s DTC account has been credited with the Baskets to be
redeemed. If the Fund�s DTC account has not been credited with all of the Baskets
to be redeemed by such time, the redemption distribution is delivered to the extent
of whole Baskets received. Any remainder of the redemption distribution is
delivered on the next business day to the extent of remaining whole Baskets
received if the Transfer Agent receives the fee applicable to the extension of the
redemption distribution date which the Managing Owner may, from time-to-time,
determine and the remaining Baskets to be redeemed are credited to the Fund�s
DTC account by 2:45 p.m., Eastern time, on such next business day. Any further
outstanding amount of the redemption order will be cancelled. The Managing
Owner is also authorized to deliver the redemption distribution notwithstanding
that the Baskets to be redeemed are not credited to the Fund�s DTC account by 2:45
p.m., Eastern time, on the redemption order settlement date if the Authorized
Participant has collateralized its obligation to deliver the Baskets through DTC�s
book-entry system on such terms as the Managing Owner may determine from
time-to-time.

(7) Profit and Loss Allocations and Distributions

Pursuant to the Fourth Amended and Restated Declaration of Trust and Trust
Agreement of the Trust, income and expenses are allocated pro rata to the
Managing Owner as holder of the General Shares and to the Shareholders monthly
based on their respective percentage interests as of the close of the last trading day
of the preceding month. Any losses allocated to the Managing Owner (as the owner
of the General Shares) which are in excess of the Managing Owner�s capital balance
are allocated to the Shareholders in accordance with their respective interest in the
Fund as a percentage of total shareholders� equity. Distributions (other than
redemption of units) may be made at the sole discretion of the Managing Owner on
a pro rata basis in accordance with the respective capital balances of the
shareholders.
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No distributions were paid for the Six Months Ended June 30, 2014 or 2013.

(8) Commitments and Contingencies

The Managing Owner, either in its own capacity or in its capacity as the Managing
Owner and on behalf of the Fund, has entered into various service agreements that
contain a variety of representations, or provide indemnification provisions related
to certain risks service providers undertake in performing services which are in the
best interests of the Fund. As of June 30, 2014, no claims had been received by the
Fund. Further, the Fund has not had prior claims or losses pursuant to these
contracts. Accordingly, the Managing Owner expects the risk of loss to be remote.

(9) Net Asset Value and Financial Highlights

The Fund is presenting the following net asset value and financial highlights related
to investment performance for a Share outstanding for the Three Months Ended
June 30, 2014 and 2013 and for the Six Months Ended June 30, 2014 and 2013.
The net investment income and total expense ratios are calculated using average net
asset value during the respective period. The net asset value presentation is
calculated using average daily Shares outstanding. The net investment income and
total expense ratios have been annualized. The total return is based on the change
in net asset value of the Shares during the period. An individual investor�s return
and ratios may vary based on the timing of capital transactions.
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Net asset value per Share is the net asset value of the Fund divided by the number
of outstanding Shares at the date of each respective period presented.

Three Months Ended Six Months Ended
June 30,

2014
June 30,

2013
June 30,

2014
June 30,

2013
Net Asset Value
Net asset value per Share,
beginning of period $ 28.35 $ 25.92 $ 24.28 $ 27.97

Net realized and change in
unrealized gain (loss) on
United States Treasury
Obligations and Futures (0.82) (0.97) 3.31 (2.97) 
Net investment income (loss) (0.06) (0.06) (0.12) (0.11) 

Net income (loss) (0.88) (1.03) 3.19 (3.08) 
Net asset value per Share,
end of period $ 27.47 $ 24.89 $ 27.47 $ 24.89

Market value per Share,
beginning of period $ 28.33 $ 25.90 $ 24.25 $ 27.95

Market value per Share, end
of period $ 27.46 $ 24.90 $ 27.46 $ 24.90

Ratio to average Net
Assets*
Net investment income (loss) (0.91)% (0.91)% (0.89)% (0.88)% 

Total expenses 0.95% 0.97% 0.93% 0.95% 

Total Return, at net asset
value ** (3.10)% (3.97)% 13.14% (11.01)% 

Total Return, at market
value ** (3.07)% (3.86)% 13.24% (10.91)% 

* Percentages are annualized.
** Percentages are not annualized.
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(10)Subsequent Events
The Fund evaluated the need for disclosures and/or adjustments resulting from
subsequent events through the date the financial statements were issued. This
evaluation did not result in any subsequent events that necessitated disclosures
and/or adjustments.
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ITEM 2.MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS.

This information should be read in conjunction with the financial statements and
notes included in Item 1 of Part I of this Quarterly Report (the �Report�). The
discussion and analysis which follows may contain trend analysis and other
forward-looking statements within the meaning of Section 21E of the Securities
Exchange Act of 1934, as amended (the �Exchange Act�) which reflect our current
views with respect to future events and financial results. Words such as �anticipate,�
�expect,� �intend,� �plan,� �believe,� �seek,� �outlook� and �estimate,� as well as similar words
and phrases, signify forward-looking statements. PowerShares DB Agriculture
Fund�s (the �Fund�) forward-looking statements are not guarantees of future results
and conditions and important factors, risks and uncertainties may cause our actual
results to differ materially from those expressed in our forward-looking statements.

You should not place undue reliance on any forward-looking statements. Except as
expressly required by the Federal securities laws, DB Commodity Services LLC
(the �Managing Owner�), undertakes no obligation to publicly update or revise any
forward-looking statements or the risks, uncertainties or other factors described in
this Report, as a result of new information, future events or changed circumstances
or for any other reason after the date of this Report.

Overview/Introduction

The Fund seeks to track changes, whether positive or negative, in the level of the
DBIQ Diversified Agriculture Index Excess ReturnTM (the �Index�) over time, plus
the excess, if any, of the Fund�s interest income from its holdings of United States
Treasury Obligations and other high credit quality short-term fixed income
securities over the expenses of the Fund. The Index is intended to reflect the
change in market value of the agricultural sector. The commodities comprising the
Index are Corn, Soybeans, Wheat, Kansas City Wheat, Sugar, Cocoa, Coffee,
Cotton, Live Cattle, Feeder Cattle and Lean Hogs (each an �Index Commodity�, and
collectively, the �Index Commodities�).

The Fund pursues its investment objective by investing in a portfolio of exchange
traded futures contracts that expire in a specific month and trade on a specific
exchange in the commodities comprising the Index. The Fund also holds United
States Treasury Obligations on deposit with the Fund�s Commodity Broker as
margin.

As of the date of this Report, each of Deutsche Bank Securities Inc., Merrill Lynch
Professional Clearing Corp., Newedge USA LLC, Virtu Financial Capital Markets
LLC, Citigroup Global Markets Inc., J.P. Morgan Securities Inc., Credit Suisse
Securities (USA) LLC, Virtu Financial BD LLC, Knight Capital Americas LLC,
Timber Hill LLC, Morgan Stanley & Co. LLC, Jefferies LLC, Nomura Securities
International Inc., RBC Capital Markets, LLC, UBS Securities LLC, Cantor
Fitzgerald & Co., BNP Paribas Securities Corp., Goldman, Sachs & Co. and
Goldman Sachs Execution & Clearing, L.P. has executed a Participant Agreement
and are the only Authorized Participants.

The Commodity Futures Trading Commission (the �CFTC�) and/or commodity
exchanges, as applicable, impose position limits on market participants trading in
all eleven commodities included in the Index. If the Managing Owner determines
in its commercially reasonable judgment that it has become impracticable or
inefficient for any reason for the Fund to gain full or partial exposure to any Index
Commodity by investing in a specific Index Contract, the Fund may invest in a
futures contract referencing the particular Index Commodity other than the Index
Contract or, in the alternative, invest in other futures contracts not based on the
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particular Index Commodity if, in the commercially reasonable judgment of the
Managing Owner, such futures contracts tend to exhibit trading prices that correlate
with such Index Commodity. Because the Fund is approaching or has reached
position limits with respect to certain futures contracts comprising the Index, the
Fund has commenced investing in other futures contracts based on commodities
that comprise the Fund�s Index and in futures contracts based on commodities other
than commodities that comprise the Fund�s Index. Please see http://www.dbxus.com
with respect to the most recently available weighted composition of the Fund and
the composition of the Fund�s index on the Base Date.

DBLCI�, DBIQ� and Deutsche Bank Liquid Commodity Index� are trademarks of
Deutsche Bank AG London (the �Index Sponsor�). Trademark applications in the
United States are pending with respect to the Trust, the Fund and aspects of the
Index. Any use of these trademarks must be with the consent of or under license
from the Index Sponsor. The Trust, the Fund and the Managing Owner have been
licensed by the Index Sponsor to use the above noted trademarks. The Index
Sponsor is an affiliate of the Trust, the Fund and the Managing Owner.

The notional amount of each Index Commodity included in the Index is intended to
reflect the changes in market value of each such Index Commodity within the
Index. The closing level of the Index is calculated on each business day by the
Index Sponsor based on the closing price of the futures contracts for each of the
underlying Index Commodities and the notional amounts of such Index
Commodities.
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The Index is rebalanced annually in November to ensure that each of the Index
Commodities is weighted in the same proportion that such Index Commodities
were weighted on January 18, 1989 (the �Base Date�). The following table reflects
the index base weights (the �Index Base Weights�) of each Index Commodity on the
Base Date:

Index Commodity Index Base Weight (%)
Corn 12.50
Soybeans 12.50
Wheat 6.25
Kansas City Wheat 6.25
Sugar 12.50
Cocoa 11.11
Coffee 11.11
Cotton 2.78
Live Cattle 12.50
Feeder Cattle 4.17
Lean Hogs 8.33

Closing Level on Base Date: 100.00

The following table reflects the Fund weights of each Index Commodity as of
June 30, 2014:

Index Commodity Fund Weight (%)
Corn 10.24
Soybeans 11.25
Wheat 4.88
Kansas City Wheat 5.46
Sugar 10.98
Cocoa 11.61
Coffee 15.74
Cotton 2.55
Live Cattle 13.37
Feeder Cattle 4.77
Lean Hogs 9.15

Closing Level as of June 30, 2014: 100.00

The composition of the Index may be adjusted in the event that the Index Sponsor
is not able to calculate the closing prices of the Index Commodities.

The Index includes provisions for the replacement of futures contracts as they
approach maturity. This replacement takes place over a period of time in order to
lessen the impact on the market for the futures contracts being replaced. With
respect to each Index Commodity, the Fund employs a rule-based approach when it
�rolls� from one futures contract to another. The Index is comprised of OY Single
Commodity Indexes and non-OY Single Commodity Indexes. The Index
Commodities that underlie the OY Single Commodity Index are Corn, Soybeans,
Wheat, Kansas City Wheat and Sugar (each, an �OY Index Commodity,�
collectively, the �OY Index Commodities�). The Index Commodities that underlie the
non-OY Single Commodity Indexes are Cocoa, Coffee, Cotton, Live Cattle, Feeder
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Cattle and Lean Hogs. The OY Single Commodity Indexes are rolled to the futures
contract which generates the best possible �implied roll yield.� The futures contract
with a delivery month within the next thirteen months which generates the best
possible implied roll yield will be included in each OY Single Commodity Index.
As a result, the Fund is able to potentially maximize the roll benefits in
backwardated markets and minimize the losses from rolling in contangoed markets.

Rather than select a new futures contract based on a predetermined schedule (e.g.,
monthly), each OY Index Commodity rolls to the futures contract which generates
the best possible �implied roll yield�. The futures contract with a delivery month
within the next thirteen months which generates the best possible implied roll yield
will be included in the Index. As a result, each OY Index Commodity is able to
potentially maximize the roll benefits in backwardated markets and minimize the
losses from rolling in contangoed markets.

Each of the futures contracts with respect to the Non-OY Index Commodities rolls
only to the next to expire futures contract as provided below under �Contract
Selection (Non-OY Index Commodities only)�.
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In general, as a futures contract approaches its expiration date, its price will move
towards the spot price in a contangoed market. Assuming the spot price does not
change, this would result in the futures contract price decreasing and a negative
implied roll yield. The opposite is true in a backwardated market. Rolling in a
contangoed market will tend to cause a drag on an Index Commodity�s contribution
to the Fund�s return while rolling in a backwardated market will tend to cause a
push on an Index Commodity�s contribution to the Fund�s return.

The DBIQ Diversified Agriculture Index� is calculated in USD on both an excess
return (unfunded) and total return (funded) basis.

The futures contract price for each Index Commodity will be the exchange closing
price for such Index Commodity on each weekday when banks in New York, New
York are open (the �Index Business Days�). If a weekday is not an Exchange
Business Day (as defined in the following sentence) but is an Index Business Day,
the exchange closing price from the previous Index Business Day will be used for
each Index Commodity. �Exchange Business Day� means, in respect of an Index
Commodity, a day that is a trading day for such Index Commodity on the relevant
exchange (unless either an Index disruption event or force majeure event has
occurred).

Contract Selection (OY Index Commodity only)

On the first New York business day (the �Verification Date�) of each month, each
OY Index Commodity futures contract will be tested in order to determine whether
to continue including it in the Index. If the OY Index Commodity futures contract
requires delivery of the underlying commodity in the next month, known as the
Delivery Month, a new OY Index Commodity futures contract will be selected for
inclusion in the Index. For example, if the first New York business day is
October 1, 2014, and the Delivery Month of the OY Index Commodity futures
contract currently in such Index is November 2014, a new OY Index Commodity
futures contract with a later Delivery Month will be selected.

For each underlying OY Index Commodity of the Index, the new OY Index
Commodity futures contract selected will be the OY Index Commodity futures
contract with the best possible �implied roll yield� based on the closing price for each
eligible OY Index Commodity futures contract. Eligible OY Index Commodity
futures contracts are any OY Index Commodity futures contracts having a Delivery
Month (i) no sooner than the month after the Delivery Month of the OY Index
Commodity futures contract currently in such Index, and (ii) no later than the 13th

month after the Verification Date. For example, if the first New York business day
is October 1, 2014 and the Delivery Month of an OY Index Commodity futures
contract currently in the Index is November 2014, the Delivery Month of an
eligible new OY Index Commodity futures contract must be between December
2014 and October 2015. The implied roll yield is then calculated and the futures
contract on the OY Index Commodity with the best possible implied roll yield is
then selected. If two futures contracts have the same implied roll yield, the futures
contract with the minimum number of months prior to the Delivery Month is
selected.

After selection of the replacement futures contract, each OY Index Commodity
futures contract will be rolled as provided in the sub-paragraph �Monthly Index Roll
Period with respect to both OY Index Commodities and Non-OY Index
Commodities.�

Contract Selection (the Non-OY Commodities only)
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On the first Index Business Day of each month, a new Non-OY Commodity futures
contract will be selected to replace the old Non-OY Commodity futures contract.
The new Non-OY Commodity futures contract selected is as provided in the
following schedule:

Contract

Exchange

(Symbol) Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Cocoa ICE-US (CC) H K K N N U U Z Z Z H H
Coffee ICE-US (KC) H K K N N U U Z Z Z H H
Cotton ICE-US (CT) H K K N N Z Z Z Z Z H H
Live Cattle CME (LC) J J M M Q Q V V Z Z G G
Feeder Cattle CME (FC) H J K Q Q Q U V X F F H
Lean Hogs CME (LH) J J M M N Q V V Z Z G G
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Month Letter Codes
Month Letter Code
January F
February G
March H
April J
May K
June M
July N
August Q
September U
October V
November X
December Z
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After selection of the replacement futures contract, each Non-OY Index
Commodity futures contract will be rolled as provided in the sub-paragraph
�Monthly Index Roll Period with respect to both OY Index Commodities and
Non-OY Index Commodities.�

Monthly Index Roll Period with respect to both the OY Index Commodities and
the Non-OY Index Commodities

After the futures contract selection with respect to both the OY Index Commodities
and the Non-OY Index Commodities, the monthly roll for each Index Commodity
subject to a roll in that particular month unwinds the old futures contract and enters
a position in the new futures contract. This takes place between the 2nd and 6th

Index Business Day of the month.

On each day during the roll period, new notional holdings are calculated. The
calculations for the futures contracts on the old Index Commodities that are leaving
the Index and the futures contracts on the new Index Commodities are then
calculated.

On all days that are not monthly index roll days, the notional holdings of each
Index Commodity future remains constant.

The Index is re-weighted on an annual basis on the 6th Index Business Day of each
November.

The calculation of the Index is expressed as the weighted average return of the
Index Commodities.

The CFTC and commodity exchanges impose position limits on market participants
trading in all eleven commodities included in the Index.

Under the Fourth Amended and Restated Declaration of Trust and Trust Agreement
of the Trust (the �Trust Agreement�), Wilmington Trust Company, the Trustee of the
Trust, has delegated to the Managing Owner the exclusive management and control
of all aspects of the business of the Trust and the Fund. The Trustee will have no
duty or liability to supervise or monitor the performance of the Managing Owner,
nor will the Trustee have any liability for the acts or omissions of the Managing
Owner.

The Index Sponsor obtains information for inclusion in, or for use in the calculation
of, the Index from sources the Index Sponsor considers reliable. None of the Index
Sponsor, the Managing Owner, the Trust, the Fund or any of their respective
affiliates accepts responsibility for or guarantees the accuracy and/or completeness
of the Index or any data included in the Index.

The Shares are intended to provide investment results that generally correspond to
the changes, positive or negative, in the levels of the Index over time. The value of
the Shares is expected to fluctuate in relation to changes in the value of the Fund�s
portfolio. The market price of the Shares may not be identical to the net asset value
per Share, but these two valuations are expected to be very close.

Margin Calls

Like other futures and derivatives traders, the Fund will be subject to margin calls
from time-to-time. The term �margin� has a different meaning in the context of
futures contracts and other derivatives than it does in the context of securities. In
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particular, �margin� on a futures position does not constitute a borrowing of money
or the collateralization of a loan. The Fund does not borrow money.

To establish a position in an exchange-traded futures contract, the Fund makes a
deposit of �initial margin.� The amount of initial margin required to be deposited in
order to establish a position in an exchange-traded futures contract varies from
instrument to instrument depending, generally, on the historical volatility of the
futures contract in question. Determination of the amount of the required initial
margin deposit in respect of a particular contract is made by the exchange on which
the contract is listed. To establish a long position in an over-the-counter instrument,
the counterparty may require an analogous deposit of collateral, depending upon
the anticipated volatility of the instrument and the creditworthiness of the person
seeking to establish the position. The deposit of initial margin provides assurance
to futures commission merchants and clearing brokers involved in the settlement
process that sufficient resources are likely to be on deposit to enable a client�s
position to be closed by recourse to the initial margin deposit should the client fail
to meet a demand for variation margin, even if changes in the value of the contract
in question, which are marked to market from day to day, continue to reflect the
contract�s historical volatility. Collateral deposited in support of an over-the-counter
instrument serves a similar purpose.
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Once a position has been established on a futures exchange, �variation margin�
generally is credited or assessed at least daily to reflect changes in the value of the
position, except in certain instances where midday variation margin calls are made.
In contrast to �initial margin,� �variation margin� represents a system of marking to
market the futures contract�s value. Thus, traders in exchange-traded futures
contracts are assessed daily in an amount equal to that day�s accumulated losses in
respect of any open position (or are credited daily with accumulated gains in
respect of such position). Collateral may move between the parties to an
over-the-counter instrument in a similar manner as gains or losses accumulate in
the instrument. As with initial margin, variation margin serves to secure the
obligations of the investor under the contract and to protect those involved in the
settlement process against the possibility that a client will have insufficient
resources to meet its contractual obligations. Collateral deposited in support of an
over-the-counter instrument serves a similar purpose. Like initial margin (or an
equivalent deposit of collateral), variation margin (or an equivalent deposit of
collateral) does not constitute a borrowing of money, is not considered to be part of
the contract purchase price and is returned upon the contract�s termination unless it
is used to cover a loss in the contract position. United States Treasury Obligations
are used routinely to collateralize OTC derivative positions, and are deposited
routinely as margin to collateralize futures positions. The Fund may liquidate
United States Treasury Obligations to meet an initial or variation margin
requirement.

Position Limits and/or Accountability Levels

The Fund reached its position limits with respect to its futures contracts for Lean
Hogs prior to January 2, 2013 and remained subject to such limits through
January 8, 2013. The Fund was also subject to these position limits for the periods
from February 5, 2013 through February 8, 2013 and February 20, 2013 through
March 7, 2013. During each of these periods, the Fund established positions in the
next to expire futures contracts for Lean Hogs as proxies and in lieu of the
positions as provided by the Index during the corresponding time periods.

Performance Summary

This Report covers the three months ended June 30, 2014 and 2013 (hereinafter
referred to as the �Three Months Ended June 30, 2014� and the �Three Months Ended
June 30, 2013�, respectively) and the six months ended June 30, 2014 and 2013
(hereinafter referred to as the �Six Months Ended June 30, 2014� and the �Six Months
Ended June 30, 2013�, respectively). The Fund commenced trading on the American
Stock Exchange (which became the NYSE Alternext US LLC (the �NYSE
Alternext�)) on January 5, 2007, and, as of November 25, 2008, is listed on the
NYSE Arca, Inc. (the �NYSE Arca�).

Performance of the Fund and the exchange traded Shares are detailed below in
�Results of Operations�. Past performance of the Fund and the exchange traded
Shares are not necessarily indicative of future performance.

The Index is intended to reflect the change in market value of the Index
Commodities. In turn, the Index is intended to reflect the agriculture sector. The
DBIQ Diversified Agriculture Index Total Return� (the �DBIQ Diversified
Agriculture TR��) consists of the Index plus 3-month United States Treasury
Obligations returns. Past Index results are not necessarily indicative of future
changes, positive or negative, in the Index closing levels.

The section �Summary of DBIQ Diversified Agriculture TR� and Underlying Index
Commodity Returns for the Three Months Ended June 30, 2014 and the Six
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Months Ended June 30, 2014 and the Three Months Ended June 30, 2013 and the
Six Months Ended June 30, 2013� below provides an overview of the changes in the
closing levels of the DBIQ Diversified Agriculture TR� by disclosing the change in
market value of each underlying component Index Commodity through a �surrogate�
(and analogous) index plus 3-month United States Treasury Obligations returns.
Please note also that the Fund�s objective is to track the Index and the Fund does not
attempt to outperform or underperform the Index. The Index employs the optimum
yield roll method (only with respect to the OY Index Commodities) with the
objective of mitigating the negative effects of contango, the condition in which
distant delivery prices for futures exceed spot prices, and maximizing the positive
effects of backwardation, a condition opposite of contango.

Summary of DBIQ Diversified Agriculture TR� and Underlying Index
Commodity

Returns for the Three Months Ended June 30, 2014 and the Six Months Ended
June 30, 2014

and the Three Months Ended June 30, 2013 and the Six Months Ended
June 30, 2013

AGGREGATE RETURNS FOR INDICES IN THE
DBIQ DIVERSIFIED AGRICULTURE TR�

Underlying Index

Three Months
Ended
June
30,

2014

Three Months
Ended

June 30,
2013

Six Months
Ended
June 

30,
2014

Six Months
Ended

June  30,
2013

DB Corn Indices (14.65)% (5.09)% (5.54)% (14.77)% 
DB Soybean Indices (2.52)% 0.05% 1.98% (3.86)% 
DB Wheat Indices (17.57)% (6.23)% (6.24)% (18.35)% 
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AGGREGATE RETURNS FOR INDICES IN THE
DBIQ DIVERSIFIED AGRICULTURE TR�

Underlying Index

Three Months
Ended
June
30,

2014

Three Months
Ended

June 30,
2013

Six Months
Ended
June 

30,
2014

Six Months
Ended

June  30,
2013

DB Kansas City Wheat
Indices (10.55)% (5.88)% 6.39% (18.66)% 
DB Sugar Indices (4.45)% (6.29)% 3.56% (15.96)% 
DB Cocoa Indices 5.28% (1.30)% 14.20% (4.24)% 
DB Coffee Indices (4.11)% (15.14)% 51.76% (20.78)% 
DB Cotton Indices (13.84)% (7.28)% (5.40)% 8.09% 
DB Live Cattle Indices 9.45% (1.96)% 17.92% (7.03)% 
DB Feeder Cattle Indices 18.54% (1.60)% 24.87% (11.11)% 
DB Lean Hogs Indices (0.54)% 8.26% 31.21% (1.79)% 

AGGREGATE
RETURNS (2.82)% (3.71)% 13.41% (10.49)% 

If the Fund�s interest income from its holdings of fixed income securities were to
exceed the Fund�s fees and expenses, the aggregate return on an investment in the
Fund is expected to outperform the Index and underperform the DBIQ Diversified
Agriculture TR�. The only difference between the (i) Index (the �Excess Return Index�)
and (ii) the DBIQ Diversified Agriculture TR� (the �Total Return Index�) is that the
Excess Return Index does not include interest income from a hypothetical basket of
fixed income securities while the Total Return Index does include such a
component. Thus, the difference between the Excess Return Index and the Total
Return Index is attributable entirely to the hypothetical interest income from this
hypothetical basket of fixed income securities. If the Fund�s interest income from its
holdings of fixed-income securities exceeds the Fund�s fees and expenses, then the
amount of such excess is expected to be distributed periodically. The market price
of the Shares is expected to closely track the Index . The aggregate return on an
investment in the Fund over any period is the sum of the capital appreciation or
depreciation of the Shares over the period plus the amount of any distributions
during the period. Consequently, the Fund�s aggregate return is expected to
outperform the Excess Return Index by the amount of the excess, if any, of its
interest income over its fees and expenses but, as a result of the Fund�s fees and
expenses, the aggregate return on the Fund is expected to underperform the Total
Return Index. If the Fund�s fees and expenses were to exceed the Fund�s interest
income from its holdings of fixed income securities, the aggregate return on an
investment in the Fund is expected to underperform the Excess Return Index.

Net Asset Value

Net asset value means the total assets of the Fund, including, but not limited to, all
futures, cash and investments less total liabilities of the Fund, each determined on
the basis of U.S. generally accepted accounting principles, consistently applied
under the accrual method of accounting. In particular, net asset value includes any
unrealized appreciation or depreciation on open commodity futures contracts, and
any other credit or debit accruing to the Fund but unpaid or not received by the
Fund. All open commodity futures contracts will be calculated at their then current
market value, which will be based upon the settlement price for that particular
commodity futures contract traded on the applicable exchange on the date with
respect to which net asset value is being determined; provided, that if a commodity
futures contract could not be liquidated on such day, due to the operation of daily
limits or other rules of the exchange upon which that position is traded or
otherwise, the Managing Owner may value such futures contract pursuant to
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policies the Managing Owner has adopted, which are consistent with normal
industry standards. The Managing Owner may in its discretion (and under
circumstances, including, but not limited to, periods during which a settlement
price of a futures contract is not available due to exchange limit orders or force
majeure type events such as systems failure, natural or man-made disaster, act of
God, armed conflict, act of terrorism, riot or labor disruption or any similar
intervening circumstance) value any asset of the Fund pursuant to such other
principles as the Managing Owner deems fair and equitable so long as such
principles are consistent with normal industry standards. Interest earned on the
Fund�s brokerage account is accrued monthly. The amount of any distribution is a
liability of the Fund from the day when the distribution is declared until it is paid.

Net asset value per share is the net asset value of the Fund divided by the number
of outstanding shares.

Critical Accounting Policies

The Fund�s critical accounting policies are as follows:

Preparation of the financial statements and related disclosures in conformity with
U.S. generally accepted accounting principles requires the application of
appropriate accounting rules and guidance, as well as the use of estimates, and
requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, revenue and expense and related disclosure of
contingent assets and liabilities during the reporting period of the financial
statements and accompanying notes. The Fund�s application of these policies
involves judgments and actual results may differ from the estimates used.
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The Fund holds a significant portion of its assets in futures contracts and United
States Treasury Obligations, both of which are recorded on a trade date basis and at
fair value in the financial statements, with changes in fair value reported in the
statement of income and expenses.

The use of fair value to measure financial instruments, with related unrealized
gains or losses recognized in earnings in each period, is fundamental to the Fund�s
financial statements. The fair value of a financial instrument is the amount that
would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date (the exit price).

In determining fair value of United States Treasury Obligations and commodity
futures contracts, the Fund uses unadjusted quoted market prices in active markets.
Financial Accounting Standards Board (FASB) Accounting Standards Codification
for fair value measurement and disclosure guidance requires a fair value hierarchy
that prioritizes the inputs to valuation techniques used to measure fair value. The
objective of a fair value measurement is to determine the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date (an exit price). The hierarchy
gives the highest priority to unadjusted quoted prices for identical assets or
liabilities (Level 1 measurements) and the lowest priority to unobservable inputs
(Level 3 measurements). Assets and liabilities are classified in their entirety based
on the lowest level of input that is significant to the fair value measurement. See
Note 4(c) within the financial statements in Item 1 for further information.

When market closing prices are not available, the Managing Owner may value an
asset of the Fund pursuant to policies the Managing Owner has adopted, which are
consistent with normal industry standards.

Realized gains (losses) and changes in unrealized gain (loss) on open positions are
determined on a specific identification basis and recognized in the statement of
income and expenses in the period in which the contract is closed or the changes
occur, respectively.

Interest income on United States Treasury Obligations is recognized on an accrual
basis when earned. Premiums and discounts are amortized or accreted over the life
of the United States Treasury Obligations.

Market Risk

Trading in futures contracts involves the Fund entering into contractual
commitments to purchase a particular commodity at a specified date and price. The
market risk associated with the Fund�s commitments to purchase commodities is
limited to the gross or face amount of the contracts held.

The Fund�s exposure to market risk is also influenced by a number of factors
including the volatility of interest rates and foreign currency exchange rates, the
liquidity of the markets in which the contracts are traded and the relationships
among the contracts held. The inherent uncertainty of the Fund�s trading as well as
the development of drastic market occurrences could ultimately lead to a loss of all
or substantially all of the investors� capital.

Credit Risk

When the Fund enters into futures contracts, the Fund is exposed to credit risk that
the counterparty to the contract will not meet its obligations. The counterparty for
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futures contracts traded on United States and on most foreign futures exchanges is
the clearing house associated with the particular exchange. In general, clearing
houses are backed by their corporate members who may be required to share in the
financial burden resulting from the nonperformance by one of their members and,
as such, should significantly reduce this credit risk. In cases where the clearing
house is not backed by the clearing members (i.e., some foreign exchanges), it may
be backed by a consortium of banks or other financial institutions. There can be no
assurance that any counterparty, clearing member or clearinghouse will meet its
obligations to the Fund.

The Commodity Broker, when acting as the Fund�s futures commission merchant in
accepting orders for the purchase or sale of domestic futures contracts, is required
by CFTC regulations to separately account for and segregate as belonging to the
Fund all assets of the Fund relating to domestic futures trading and the Commodity
Broker is not allowed to commingle such assets with other assets of the
Commodity Broker. In addition, CFTC regulations also require the Commodity
Broker to hold in a secure account assets of the Fund related to foreign futures
trading.

Liquidity

The Fund�s entire source of capital is derived from the Fund�s offering of Shares to
Authorized Participants. The Fund in turn allocates its net assets to commodities
trading. A significant portion of the net asset value is held in United States
Treasury Obligations and cash, which is used as margin for the Fund�s trading in
commodities. The percentage that United States Treasury Obligations bear to the
total net assets will vary from period to period as the market values of the Fund�s
commodity interests change. The balance of the net assets is held in the Fund�s
commodity trading account. Interest earned on the Fund�s interest-bearing funds is
paid to the Fund.
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The Fund�s commodity contracts may be subject to periods of illiquidity because of
market conditions, regulatory considerations or for other reasons. For example,
commodity exchanges generally have the ability to limit fluctuations in certain
commodity futures contract prices during a single day by regulations referred to as
�daily limits.� During a single day, no trades may be executed at prices beyond the
daily limit. Once the price of a particular futures contract for a particular
commodity has increased or decreased by an amount equal to the daily limit,
positions in the commodity futures contract can neither be taken nor liquidated
unless the traders are willing to effect trades at or within the limit. Commodity
futures prices have occasionally moved the daily limit for several consecutive days
with little or no trading. Such market conditions could prevent the Fund from
promptly liquidating its commodity futures positions.

Because the Fund trades futures contracts, its capital is at risk due to changes in the
value of futures contracts (market risk) or the inability of counterparties (including
the Commodity Broker and/or exchange clearinghouses) to perform under the
terms of the contracts (credit risk).

On any business day, an Authorized Participant may place an order with the
Transfer Agent to redeem one or more Baskets. Redemption orders must be placed
by 10:00 a.m., Eastern Time. The day on which the Managing Owner receives a
valid redemption order is the redemption order date. The day on which a
redemption order is settled is the redemption order settlement date. As provided
below, the redemption order settlement date may occur up to 3 business days after
the redemption order date. Redemption orders are irrevocable. The redemption
procedures allow Authorized Participants to redeem Baskets. Individual
Shareholders may not redeem directly from the Fund. Instead, individual
Shareholders may only redeem Shares in integral multiples of 200,000 and only
through an Authorized Participant.

Unless otherwise agreed to by the Managing Owner and the Authorized Participant
as provided in the next sentence, by placing a redemption order, an Authorized
Participant agrees to deliver the Baskets to be redeemed through DTC�s book-entry
system to the applicable Fund not later than the redemption order settlement date as
of 2:45 p.m., Eastern time, on the business day immediately following the
redemption order date. Upon submission of a redemption order, the Authorized
Participant may request the Managing Owner to agree to a redemption order
settlement date up to 3 business days after the redemption order date. By placing a
redemption order, and prior to receipt of the redemption proceeds, an Authorized
Participant�s DTC account is charged the non-refundable transaction fee due for the
redemption order.

Redemption orders may be placed either (i) through the Continuous Net Settlement
(�CNS�) clearing processes of the National Securities Clearing Corporation (the
�NSCC�) or (ii) if outside the CNS Clearing Process, only through the facilities of
The Depository Trust Company (�DTC� or the �Depository�) (the �DTC Process�), or a
successor depository, and only in exchange for cash. By placing a redemption
order, and prior to receipt of the redemption proceeds, an Authorized Participant�s
DTC account is charged the non-refundable transaction fee due for the redemption
order and such fee is not borne by the Fund.

Cash Flows

The primary cash flow activity of the Fund is to raise capital from Authorized
Participants through the issuance of Shares. This cash is used to invest in United
States Treasury Obligations and to meet margin requirements as a result of the
positions taken in futures contracts to match the fluctuations of the Index the Fund
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Operating Activities

Net cash flow (used for) operating activities was ($65.8) million and ($173.2)
million for the Six Months Ended June 30, 2014 and 2013, respectively. This
amount primarily includes net purchases and sales of United States Treasury
Obligations which are held at fair value on the statement of financial condition.

During the Six Months Ended June 30, 2014, $2,939.7 million was paid to
purchase United States Treasury Obligations and $2,774.0 million was received
from sales and maturing contracts. During the Six Months Ended June 30, 2013,
$3,262.5 million was paid to purchase United States Treasury Obligations and
$3,212.0 million was received from sales and maturing United States Treasury
Obligations. Unrealized appreciation on United States Treasury Obligations and
futures increased $51.7 million and decreased $63.4 million during the Six Months
Ended June 30, 2014 and 2013, respectively.

Financing Activities

The Fund�s net cash flow provided by financing activities was $26.3 million and
$52.2 million during the Six Months Ended June 30, 2014 and 2013, respectively.
This included $292.2 million and $224.9 million from the sale of Shares to
Authorized Participants during the Six Months Ended June 30, 2014 and 2013,
respectively.
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Results of Operations

FOR THE THREE MONTHS ENDED JUNE 30, 2014 AND 2013 AND THE
SIX MONTHS ENDED JUNE 30, 2014 AND 2013

The Fund was launched on January 3, 2007 at $25.00 per Share. The Shares traded
on the NYSE Alternext from January 5, 2007 to November 25, 2008 and have been
trading on the NYSE Arca since November 25, 2008.

The Fund seeks to track changes in the closing levels of the DBIQ Diversified
Agriculture Index Excess Return� (the �DBIQ Diversified Agriculture ER��, or the
�Index�) over time, plus the excess, if any, of the Fund�s interest income from its
holdings of United States Treasury Obligations and other high credit quality
short-term fixed income securities over the expenses of the Fund. The following
graphs illustrate changes in (i) the price of the Shares (as reflected by the graph
�DBA�), (ii) the Fund�s NAV (as reflected by the graph �DBANV�), and (iii) the
closing levels of the Index (as reflected by the graph �DBAGIX�). Whenever the
interest income earned by the Fund exceeds Fund expenses, the price of the Shares
generally has exceeded the levels of the Index primarily because the Share price
reflects interest income from the Fund�s collateral holdings whereas the Index does
not consider such interest income. There can be no assurances that the price of the
Shares will exceed the Index levels.

The Index is a set of rules applied to a body of data and does not represent the
results of actual investment or trading. The Index is frictionless, in that it does not
take into account fees or expenses associated with investing in the Fund. Also,
because it does not represent actual futures positions, the Index is not subject to,
and does not take into account the impact of, speculative position limits or certain
other similar limitations on the ability of the Fund to trade the Index Commodities.
The �TR� version of the Index includes an assumed amount of interest income based
on prevailing rates that is adjusted from time to time. The Fund, by contrast, invests
actual money and trades actual futures contracts. As a result, the performance of
the Fund involves friction, in that fees and expenses impose a drag on performance.
The Fund may be subject to speculative position limits and certain other limitations
on its ability to trade the Index Commodities, which may compel the Fund to trade
futures or other instruments that are not Index Commodities as proxies for the
Index Commodities. The interest rate actually earned by the Fund over any period
may differ from the assumed amount of interest income factored into the �TR�
version of the Index over the same period. All of these factors can contribute to
discrepancies between changes in net asset value per Share and changes in the level
of the Index over any period of time. Fees and expenses always will tend to cause
changes in the net asset value per Share to underperform changes in the value of
the Index over any given period, all other things being equal. Actual interest
income could be higher or lower than the assumed interest income factored into the
�TR� version of the Index, and therefore could cause changes in the net asset value
per Share to outperform or underperform changes in the value of the �TR� version of
the Index over any given period, all other things being equal. Similarly, trading
futures or other instruments that are not Index Commodities as proxies for the
Index Commodities could cause changes in the net asset value per Share to
outperform or underperform changes in the value of the Index over any given
period, all other things being equal.

[Remainder of page left blank intentionally.]

27

Edgar Filing: SL GREEN REALTY CORP - Form 10-K

Table of Contents 58



Table of Contents

COMPARISON OF DBA, DBANV AND DBAGIX FOR THE THREE
MONTHS ENDED

JUNE 30, 2014 AND 2013 AND THE SIX MONTHS ENDED JUNE 30, 2014
AND 2013

NEITHER THE PAST PERFORMANCE OF THE FUND NOR THE PRIOR
INDEX LEVELS AND CHANGES, POSITIVE OR NEGATIVE, SHOULD BE
TAKEN AS AN INDICATION OF THE FUND�S FUTURE PERFORMANCE.

NEITHER THE PAST PERFORMANCE OF THE FUND NOR THE PRIOR
INDEX LEVELS AND CHANGES, POSITIVE

OR NEGATIVE, SHOULD BE TAKEN AS AN INDICATION OF THE
FUND�S FUTURE PERFORMANCE.

See Additional Legends below.
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NEITHER THE PAST PERFORMANCE OF THE FUND NOR THE PRIOR
INDEX LEVELS AND CHANGES, POSITIVE

OR NEGATIVE, SHOULD BE TAKEN AS AN INDICATION OF THE
FUND�S FUTURE PERFORMANCE.

NEITHER THE PAST PERFORMANCE OF THE FUND NOR THE PRIOR
INDEX LEVELS AND CHANGES, POSITIVE

OR NEGATIVE, SHOULD BE TAKEN AS AN INDICATION OF THE
FUND�S FUTURE PERFORMANCE.

See Additional Legends below.
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Additional Legends

The Fund seeks to track changes, whether positive or negative, in the level of
the DBIQ Diversified Agriculture Index Excess ReturnTM (the �Index�) over
time, plus the excess, if any, of the Fund�s interest income from its holdings of
United States Treasury Obligations and other high credit quality short-term
fixed income securities over the expenses of the Fund. The Index is intended to
reflect the change in market value of the agricultural sector. The commodities
comprising the Index are Corn, Soybeans, Wheat, Kansas City Wheat, Sugar,
Cocoa, Coffee, Cotton, Live Cattle, Feeder Cattle and Lean Hogs (each an
�Index Commodity�, and collectively, the �Index Commodities�).

DBIQ Diversified Agriculture Index Excess Return� is an index and does not
reflect (i) actual trading and (ii) any fees or expenses.

WHILE THE FUND�S OBJECTIVE IS NOT TO GENERATE PROFIT
THROUGH ACTIVE PORTFOLIO MANAGEMENT, BUT IS TO TRACK
THE INDEX, BECAUSE THE INDEX WAS ESTABLISHED IN
SEPTEMBER 2009, CERTAIN INFORMATION RELATING TO THE
INDEX CLOSING LEVELS MAY BE CONSIDERED TO BE
�HYPOTHETICAL.� HYPOTHETICAL INFORMATION MAY HAVE
CERTAIN INHERENT LIMITATIONS, SOME OF WHICH ARE
DESCRIBED BELOW.

WITH RESPECT TO INDEX DATA, NO REPRESENTATION IS BEING
MADE THAT THE INDEX WILL OR IS LIKELY TO ACHIEVE ANNUAL
OR CUMULATIVE CLOSING LEVELS CONSISTENT WITH OR
SIMILAR TO THOSE SET FORTH HEREIN. SIMILARLY, NO
REPRESENTATION IS BEING MADE THAT THE FUND WILL
GENERATE PROFITS OR LOSSES SIMILAR TO THE FUND�S PAST
PERFORMANCE OR THE HISTORICAL ANNUAL OR CUMULATIVE
CHANGES IN THE INDEX CLOSING LEVELS. IN FACT, THERE ARE
FREQUENTLY SHARP DIFFERENCES BETWEEN HYPOTHETICAL
RESULTS AND THE ACTUAL RESULTS SUBSEQUENTLY ACHIEVED
BY INVESTMENT METHODOLOGIES, WHETHER ACTIVE OR
PASSIVE.

WITH RESPECT TO INDEX DATA, ONE OF THE LIMITATIONS OF
HYPOTHETICAL INFORMATION IS THAT IT IS GENERALLY
PREPARED WITH THE BENEFIT OF HINDSIGHT. TO THE EXTENT
THAT INFORMATION PRESENTED HEREIN RELATES TO THE
PERIOD JANUARY 1989 THROUGH AUGUST 2009, THE INDEX
CLOSING LEVELS REFLECT THE APPLICATION OF THE INDEX
METHODOLOGY, AND SELECTION OF INDEX COMMODITIES, IN
HINDSIGHT.

NO HYPOTHETICAL RECORD CAN COMPLETELY ACCOUNT FOR
THE IMPACT OF FINANCIAL RISK IN ACTUAL TRADING. FOR
EXAMPLE, THERE ARE NUMEROUS FACTORS, INCLUDING THOSE
DESCRIBED UNDER ITEM 1A. � �RISK FACTORS� SET FORTH IN THE
FUND�S ANNUAL REPORT ON FORM 10-K FOR THE YEAR ENDED
DECEMBER 31, 2013, RELATED TO THE COMMODITIES MARKETS IN
GENERAL OR TO THE IMPLEMENTATION OF THE FUND�S EFFORTS
TO TRACK THE INDEX OVER TIME WHICH CANNOT BE, AND HAVE
NOT BEEN, ACCOUNTED FOR IN THE PREPARATION OF THE INDEX
INFORMATION SET FORTH ON THE FOLLOWING PAGES, ALL OF
WHICH CAN ADVERSELY AFFECT ACTUAL PERFORMANCE
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RESULTS FOR THE FUND. FURTHERMORE, THE INDEX
INFORMATION DOES NOT INVOLVE FINANCIAL RISK OR ACCOUNT
FOR THE IMPACT OF FEES AND COSTS ASSOCIATED WITH THE
FUND.

THE MANAGING OWNER, AN INDIRECT WHOLLY OWNED
SUBSIDIARY OF DEUTSCHE BANK AG, COMMENCED OPERATIONS
IN JANUARY 2006. AS MANAGING OWNER, THE MANAGING OWNER
AND ITS TRADING PRINCIPALS HAVE BEEN MANAGING THE
DAY-TO-DAY OPERATIONS FOR THE FUND AND MANAGING
FUTURES ACCOUNTS AND RELATED PRODUCTS. BECAUSE THERE
ARE LIMITED ACTUAL TRADING RESULTS TO COMPARE TO THE
INDEX CLOSING LEVELS SET FORTH HEREIN, PROSPECTIVE
INVESTORS SHOULD BE PARTICULARLY WARY OF PLACING
UNDUE RELIANCE ON THE ANNUAL OR CUMULATIVE INDEX
RESULTS.

FOR THE THREE MONTHS ENDED JUNE 30, 2014 COMPARED TO THE
THREE MONTHS ENDED JUNE 30, 2013

Fund Share Price Performance

For the Three Months Ended June 30, 2014, the NYSE Arca market value of each
Share decreased 3.07% from $28.33 per Share to $27.46 per Share. The Share price
high and low for the Three Months Ended June 30, 2014 and related change from
the Share price on March 31, 2014 was as follows: Shares traded from a high of
$29.38 per Share (+3.71%) on April 29, 2014, to a low of $27.34 per Share
(-3.49%) on June 5, 2014.
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For the Three Months Ended June 30, 2013, the NYSE Arca market value of each
Share decreased 3.86% from $25.90 per Share to $24.90 per Share. The Share price
high and low for the Three Months Ended June 30, 2013 and related change from
the Share price on March 31, 2013 was as follows: Shares traded from a high of
$26.31 per Share (1.58%) on May 2, 2013 to a low of $24.90 per Share
(-3.86%) on June 28, 2013.

Fund Share Net Asset Performance

For the Three Months Ended June 30, 2014, the net asset value of each Share
decreased 3.10% from $28.35 per Share to $27.47 per Share. An decrease in
futures contract prices for corn, wheat, cotton, sugar, soybean, Kansas City wheat,
coffee and lean hogs was partially offset by increases in the futures contract prices
of cocoa, feeder cattle and live cattle during the Three Months Ended June 30,
2014, contributing to an overall 2.82% decrease in the level of the DBIQ
Diversified Agriculture TR�.

Net loss for the Three Months Ended June 30, 2014 was $47.6 million, resulting
from $0.1 million of interest income, net realized gain of $23.3 million, net change
in unrealized loss of $67.4 million and operating expenses of $3.6 million.

For the Three Months Ended June 30, 2013, the net asset value of each Share
decreased 3.97% from $25.92 per Share to $24.89 per Share. A decrease in futures
contract prices for corn, wheat, sugar, feeder cattle, Kansas City wheat, cotton,
coffee, cocoa and live cattle was partially offset by increases in the futures contract
prices of soybean and lean hogs during the Three Months Ended June 30, 2013,
contributing to an overall 3.71% decrease in the level of the DBIQ Diversified
Agriculture TR�.

Net loss for the Three Months Ended June 30, 2013 was $64.8 million, resulting
from $0.3 million of interest income, net realized loss of $71.1 million, net change
in unrealized gain of $10.0 million and operating expenses of $4.0 million.

FOR THE SIX MONTHS ENDED JUNE 30, 2014 COMPARED TO THE SIX
MONTHS ENDED JUNE 30, 2013

Fund Share Price Performance

For the Six Months Ended June 30, 2014, the NYSE Arca market value of each
Share increased 13.24% from $24.25 per Share to $27.46 per Share. The Share
price low and high for the Six Months Ended June 30, 2014 and related change
from the Share price on December 31, 2013 was as follows: Shares traded from a
low of $24.12 per Share (-0.54%) on January 9, 2014 and January 21, 2014, to a
high of $29.38 per Share (+21.15%) on April 29, 2014.

For the Six Months Ended June 30, 2013, the NYSE Arca market value of each
Share decreased 10.91% from $27.95 per Share to $24.90 per Share. The Share
price high and low for the Six Months Ended June 30, 2013 and related change
from the Share price on December 31, 2012 was as follows: Shares traded from a
high of $27.95 per Share (+0.00%) on January 2, 2013, to a low of $24.90 per
Share (-10.91%) on June 28, 2013.

Fund Share Net Asset Performance

For the Six Months Ended June 30, 2014, the net asset value of each Share
increased 13.14% from $24.28 per Share to $27.47 per Share. An increase in
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futures contract prices for sugar, feeder cattle, coffee, soybean, Kansas City wheat,
cocoa, live cattle and lean hogs was partially offset by decreases in the futures
contract prices of corn, wheat and cotton during the Six Months Ended June 30,
2014, contributing to an overall 13.41% increase in the level of the DBIQ
Diversified Agriculture TR� .

Net income for the Six Months Ended June 30, 2014 was $151.8 million, resulting
from $0.3 million of interest income, net realized gain of $106.5 million, net
change in unrealized gain of $51.7 million and operating expenses of $6.6 million.

For the Six Months Ended June 30, 2013, the net asset value of each Share
decreased 11.01% from $27.97 per Share to $24.89 per Share. A decrease in
futures contract prices for sugar, Kansas City wheat, feeder cattle, coffee, live
cattle, corn, wheat, soybean, cocoa and lean hogs was partially offset by increases
in the futures contract prices of cotton during the Six Months Ended June 30, 2013,
contributing to an overall 10.49% decrease in the level of the DBIQ Diversified
Agriculture TR� .

Net loss for the Six Months Ended June 30, 2013 was $191.0 million, resulting
from $0.6 million of interest income, net realized loss of $120.5 million, net change
in unrealized loss of $63.4 million and operating expenses of $7.7 million.

Off-Balance Sheet Arrangements and Contractual Obligations

In the normal course of its business, the Fund is a party to financial instruments
with off-balance sheet risk. The term �off-balance sheet risk� refers to an unrecorded
potential liability that, even though it does not appear on the balance sheet, may
result in a future obligation or loss. The financial instruments used by the Fund are
commodity futures, whose values are based upon an underlying asset and generally
represent future commitments which have a reasonable possibility to be settled in
cash or through physical delivery. The financial instruments are traded on an
exchange and are standardized contracts.
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The Fund has not utilized, nor does it expect to utilize in the future, special purpose
entities to facilitate off-balance sheet financing arrangements and has no loan
guarantee arrangements or off-balance sheet arrangements of any kind, other than
agreements entered into in the normal course of business noted above, which may
include indemnification provisions related to certain risks service providers
undertake in performing services which are in the best interests of the Fund. While
the Fund�s exposure under such indemnification provisions cannot be estimated,
these general business indemnifications are not expected to have a material impact
on the Fund�s financial position.

The Fund�s contractual obligations are with the Managing Owner and the
Commodity Broker. Management Fee payments made to the Managing Owner are
calculated as a fixed percentage of the Fund�s net asset value. Commission
payments to the Commodity Broker are on a contract-by-contract, or round-turn,
basis. As such, the Managing Owner cannot anticipate the amount of payments that
will be required under these arrangements for future periods as net asset values are
not known until a future date. These agreements are effective for one-year terms,
renewable automatically for additional one-year terms unless terminated.
Additionally, these agreements may be terminated by either party for various
reasons.

ITEM 3.QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT
MARKET RISK.

INTRODUCTION

The Fund is designed to replicate positions in a commodity index. The market
sensitive instruments held by it are subject to the risk of trading loss. Unlike an
operating company, the risk of market sensitive instruments is integral, not
incidental, to the Fund�s main line of business.

Market movements can produce frequent changes in the fair market value of the
Fund�s open positions and, consequently, in its earnings and cash flow. The Fund�s
market risk is primarily influenced by changes in the price of commodities.

Value at Risk, or VaR, is a measure of the maximum amount which the Fund could
reasonably be expected to lose in a given market sector. However, the inherent
uncertainty in the markets in which the Fund trades and the recurrence in the
markets traded by the Fund of market movements far exceeding expectations could
result in actual trading or non-trading losses far beyond the indicated VaR or the
Fund�s experience to date (i.e., �risk of ruin�). In light of this, as well as the risks and
uncertainties intrinsic to all future projections, the inclusion of the quantification
included in this section should not be considered to constitute any assurance or
representation that the Fund�s losses in any market sector will be limited to VaR or
by the Fund�s attempts to manage its market risk.

Standard of Materiality

Materiality as used in this section, �Quantitative and Qualitative Disclosures About
Market Risk,� is based on an assessment of reasonably possible market movements
and the potential losses caused by such movements, taking into account the effects
of margin, and any other multiplier features, as applicable, of the Fund�s market
sensitive instruments.

QUANTIFYING THE FUND�S TRADING VALUE AT RISK
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Quantitative Forward-Looking Statements

The following quantitative disclosures regarding the Fund�s market risk exposures
contain �forward-looking statements� within the meaning of the safe harbor from
civil liability provided for such statements by the Private Securities Litigation
Reform Act of 1995 (set forth in Section 27A of the Securities Act of 1933 and
Section 21E of the Securities Exchange Act of 1934). All quantitative disclosures
in this section are deemed to be forward-looking statements for purposes of the safe
harbor, except for statements of historical fact (such as the dollar amount of
maintenance margin required for market risk sensitive instruments held at the end
of the reporting period).

Value at risk (VaR), is a statistical measure of the value of losses that would not be
expected to be exceeded over a given time horizon and at a given probability level
arising from movement of underlying risk factors. Loss is measured as a decline in
the fair value of the portfolio as a result of changes in any of the material variables
by which fair values are determined. VaR is measured over a specified holding
period (1 day) and to a specified level of statistical confidence (99th percentile).
However, the inherent uncertainty in the markets in which the Fund trades and the
recurrence in the markets traded by the Fund of market movements far exceeding
expectations could result in actual trading or non-trading losses far beyond the
indicated VaR or the Fund�s experience to date (i.e., �risk of ruin�). In light of this, as
well as the risks and uncertainties intrinsic to all future projections, the inclusion of
the quantification included in this section should not be considered to constitute
any assurance or representation that the Fund�s losses in any market sector will be
limited to VaR or by the Fund�s attempts to manage its market risk.
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THE FUND�S TRADING VALUE AT RISK

The Fund calculates VaR using the actual historical market movements of the
Fund�s total assets.

The following table indicates the trading VaR associated with the Fund�s total assets
as of June 30, 2014.

Description Total Assets Daily VolatilityVaR* (99 Percentile)

Number of times
VaR Exceeded for the

three months 
ended

June 30,
2014

PowerShares DB
Agriculture Fund $ 1,696,054,874 0.61% $ 20,214,522 1
The following table indicates the trading VaR associated with the Fund�s total assets
as of December 31, 2013.

Description Total Assets Daily VolatilityVaR* (99 Percentile)

Number of times
VaR Exceeded for the

three months 
ended

December 31, 2013
PowerShares DB
Agriculture Fund $ 1,547,352,039 0.53% $ 14,935,223 5

* The VaR represents the one day downside risk, under normal market conditions,
with a 99% confidence level. It is calculated using historical market moves of the
Fund�s total assets and uses a one year look-back.

NON-TRADING RISK

The Fund has non-trading market risk as a result of investing in short-term United
States Treasury Obligations. The market risk represented by these investments is
expected to be immaterial.

QUALITATIVE DISCLOSURES REGARDING PRIMARY TRADING
RISK EXPOSURES

The following qualitative disclosures regarding the Fund�s market risk exposures �
except for those disclosures that are statements of historical fact � constitute
forward-looking statements within the meaning of Section 27A of the Securities
Act and Section 21E of the Securities Exchange Act. The Fund�s primary market
risk exposures are subject to numerous uncertainties, contingencies and risks.
Government interventions, defaults and expropriations, illiquid markets, the
emergence of dominant fundamental factors, political upheavals, changes in
historical price relationships, an influx of new market participants, increased
regulation and many other factors could result in material losses as well as in
material changes to the risk exposures of the Fund. There can be no assurance that
the Fund�s current market exposure will not change materially. Investors may lose
all or substantially all of their investment in the Fund.
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The following were the primary trading risk exposures of the Fund as of June 30,
2014 by Index Commodity:

Corn

The price of corn is volatile. The price movement of corn may be influenced by
three primary supply factors: farmer planting decisions, climate, and government
agricultural policies and three major market demand factors: livestock feeding,
shortages or surpluses of world grain supplies, and domestic and foreign
government policies and trade agreements. Additionally, the price movement of
corn may be influenced by a variety of other factors, including weather conditions,
disease, transportation costs, political uncertainties and economic concerns.

Wheat, Red Wheat and Kansas City Wheat

The price of wheat is volatile. The price movement of wheat may be influenced by
three primary supply factors: farmer planting decisions, climate, and government
agricultural policies and three major market demand factors: food, shortages or
surpluses of world grain supplies, and domestic and foreign government policies
and trade agreements. Additionally, the price movement of wheat may be
influenced by a variety of other factors, including weather conditions, disease,
transportation costs, political uncertainties and economic concerns.

Soybeans

The price of soybeans is volatile. The price movement of soybeans may be
influenced by a variety of factors, including demand, weather conditions, disease,
crop production, transportation costs, political uncertainties and economic
concerns.
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Sugar

The price of sugar is volatile. The price movement of sugar may be influenced by a
variety of factors, including demand, weather conditions, disease, crop production,
transportation costs, political uncertainties and economic concerns.

Cocoa

The price of cocoa is volatile. The price movement of cocoa may be influenced by
a variety of factors, including demand, weather conditions, disease, crop
production, transportation costs, political uncertainties and economic concerns.

Coffee

The price of coffee is volatile. The price movement of coffee may be influenced by
a variety of factors, including demand, weather conditions, disease, crop
production, transportation costs, political uncertainties and economic concerns.

Cotton

The price of cotton is volatile. The price movement of cotton may be influenced by
a variety of factors, including demand, weather conditions, disease, crop
production, transportation costs, political uncertainties and economic concerns.

Live Cattle

The price of live cattle is volatile. The price movement of live cattle may be
influenced by a variety of factors, including demand, weather conditions, disease,
agricultural feed prices (i.e. corn, milo, wheat, soybeans, hay and alfalfa), live
cattle production, transportation costs, political uncertainties and economic
concerns.

Feeder Cattle

The price of feeder cattle is volatile. The price movement of feeder cattle may be
influenced by a variety of factors, including demand, weather conditions, disease,
agricultural feed prices (i.e. corn, milo, wheat, soybeans, hay and alfalfa), feeder
cattle production, transportation costs, political uncertainties and economic
concerns.

Lean Hogs

The price of lean hogs is volatile. The price movement of lean hogs may be
influenced by a variety of factors, including demand, weather conditions, disease,
agricultural feed prices (i.e. corn), hog production, crop production, transportation
costs, political uncertainties and economic concerns.

QUALITATIVE DISCLOSURES REGARDING NON-TRADING RISK
EXPOSURE

General

The Fund is unaware of any (i) anticipated known demands, commitments or
capital expenditures; (ii) material trends, favorable or unfavorable, in its capital
resources; or (iii) trends or uncertainties that will have a material effect on
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QUALITATIVE DISCLOSURES REGARDING MEANS OF MANAGING
RISK EXPOSURE

Under ordinary circumstances, the Managing Owner�s discretionary power is
limited to determining whether the Fund will make a distribution. Under
emergency or extraordinary circumstances, the Managing Owner�s discretionary
powers increase, but remain circumscribed. These special circumstances, for
example, include the unavailability of the Index or certain natural or man-made
disasters. The Managing Owner does not apply risk management techniques. The
Fund initiates positions only on the �long� side of the market and does not employ
�stop-loss� techniques.

ITEM 4.CONTROLS AND PROCEDURES.
Evaluation of Disclosure Controls and Procedures

Under the supervision and with the participation of the management of the
Managing Owner, including Martin Kremenstein, its Chief Executive Officer, and
Michael Gilligan, its Chief Financial Officer, the Fund carried out an evaluation of
the effectiveness of the design and operation of its disclosure controls and
procedures (as defined in Rule 13a-15(e) or 15d-15(e) of the Exchange Act) as of
the end of the period covered by this quarterly report, and, based upon that
evaluation, Martin Kremenstein, the Chief Executive Officer, and Michael
Gilligan, the Chief Financial Officer, of the Managing Owner, concluded that the
Fund�s disclosure controls and procedures were effective to ensure that information
the Fund is required to disclose in the reports that it files or submits with the
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Securities and Exchange Commission (the �SEC�) under the Exchange Act is
recorded, processed, summarized and reported, within the time periods specified in
the SEC�s rules and forms, and to ensure that information required to be disclosed
by the Fund in the reports that it files or submits under the Exchange Act is
accumulated and communicated to management of the Managing Owner, including
its Chief Executive Officer and Chief Financial Officer, as appropriate to allow
timely decisions regarding required disclosure.

Changes in Internal Control Over Financial Reporting

There has been no change in internal control over financial reporting (as defined in
the Rules 13a-15(f) and 15d-15(f) of the Exchange Act) that occurred during the
Fund�s quarter ended June 30, 2014 that has materially affected, or is reasonably
likely to materially affect, the Fund�s internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1.Legal Proceedings.
Not Applicable.

Item 1A.Risk Factors.
There are no material changes from risk factors as previously disclosed in the
Annual Report on Form 10-K for the year ended December 31, 2013, filed
March 3, 2014.

Item 2.Unregistered Sales of Equity Securities and Use of Proceeds.
(a) There have been no unregistered sales of the Fund�s securities. No Fund
securities are authorized for issuance by the Fund under equity compensation plans.

(b) Not applicable.

(c) The following table summarizes the redemptions by Authorized Participants
during the Three Months Ended June 30, 2014:

Period of Redemption
Total Number of
Shares Redeemed

Average Price
Paid per Share

April 1, 2014 to April 30, 2014 1,400,000 $ 28.76
May 1, 2014 to May 31, 2014 1,600,000 $ 28.35
June 1, 2014 to June 30, 2014 2,600,000 $ 27.60

Total: 5,600,000 $ 28.11

Item 3.Defaults Upon Senior Securities.
None.

Item 4.Mine Safety Disclosures.
Not applicable.
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Item 5.Other Information.
Disclosures Under Iran Threat Reduction and Syria Human Rights Act of
2012 (�ITRA�)

Deutsche Bank AG, an affiliate of ours, has provided us the disclosure set forth
below describing the ITRA-relevant activities of it and its affiliates for the quarter
ended June 30, 2014. All references in this quoted disclosure to �we,� �us� and �our� are
to Deutsche Bank AG and its affiliates. None of the disclosed activities or
transactions were conducted by the Registrant.

Disclosures Under Iran Threat Reduction and Syria Human Rights Act of
2012

Under Section 219 of the Iran Threat Reduction and Syria Human Rights Act of
2012, which added Section 13(r) of the U.S. Securities Exchange Act of 1934, as
amended, an issuer of securities registered under the Securities Exchange Act of
1934 is required to disclose in its periodic reports filed under the Securities
Exchange Act of 1934 certain of its activities and those of its affiliates relating to
Iran and to other persons sanctioned by the U.S. under programs relating to
terrorism and proliferation of weapons of mass destruction that occurred during the
period covered by the report. We describe below a number of potentially
disclosable activities of Deutsche Bank AG and its affiliates. Disclosure is
generally required regardless of whether the activities, transactions or dealings
were conducted in compliance with applicable law.

Legacy Financing Arrangements. Despite having ceased entering into new
business in or with Iran in 2007, we continue to be engaged as lender, sponsoring
bank and/or facility agent or arranger in several long-term financing agreements
relating to the construction or acquisition of plant or equipment for the petroleum
and petrochemical industries, under which Iranian entities were the direct or
indirect borrowers. Before 2007, as part of banking consortia, we entered into a
number of financing arrangements, four of which remained outstanding as of
June 30, 2014, with the National Iranian Oil Company (NIOC), the National
Petrochemical Company (NPC) and their respective group entities as borrowers.
The latest final maturity under these loan facilities is in 2019. These loan facilities
were guaranteed by national export credit agencies representing two European
governments and one Asian national government. In principle, the obligations of
the borrowers under these loan facilities are secured by assignments of receivables
from oil and oil products exported by NIOC, NPC and/or their trading subsidiaries
to buyers, mostly in Asia. These delivery obligations, however, were waived for the
period covered by this report, due to the current sanctions environment. For some
of these arrangements, we act as escrow agent, holding escrow accounts for the
Iranian borrowers mentioned above, into which receivables are, in principle, paid
by the buyers of the oil and oil products. During the period covered by this report,
no such receivables were paid to the said escrow accounts. Such accounts are
pledged in favor of the relevant banking consortium. We have no involvement in
the contractual arrangements related to, or in the physical settlement of, the oil and
oil product exports mentioned above. The Iranian entities in whose names the
escrow accounts are held are not permitted to draw on these accounts, either
because they are sanctioned parties or, where this is not the case, due to our
business decision to not allow access to the accounts in light of the overall
sanctions environment.

During the second quarter of 2014, approximately � 400 was paid into the escrow
account. We, in our role as agent, distributed to the participants in the banking
consortia � 22.3 million including portions attributable to us totaling approximately
� 3.4 million.
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We generated revenues in the second quarter of 2014 of approximately � 0.7 million
in respect of these financing arrangements, of which approximately � 0.66 million
consisted of escrow account revenues, � 30,000 consisted of loan interest revenues
and � 10,000 consisted of fee revenues. The net profits were less than these amounts.

As of June 30, 2014, we have an undrawn commitment of approximately �
1.3 million under one of the financing agreements referred to above. Due to the
export credit agency coverage, this remainder cannot be cancelled without German
government approval, for which we have applied but have not yet received. We do
not intend to make further disbursements upon this undrawn commitment.

Our portion of the remaining loan facilities amounted to approximately � 29 million
as of June 30, 2014. We intend to continue pursuing repayment and fulfilling our
administrative role under these agreements, but we do not intend to engage in any
new extensions of credit to these or other Iranian entities.

Legacy Contractual Obligations Related to Guarantees and Letters of Credit.
Prior to 2007, we provided guarantees to a number of Iranian entities. In almost all
of these cases, we issued counter-indemnities in support of guarantees issued by
Iranian banks because the Iranian beneficiaries of the guarantees required that they
be backed directly by Iranian banks. In 2007, we made a decision to discontinue
issuing new guarantees to Iranian or Iran-related beneficiaries. Although the
pre-existing guarantees stipulate that they must be either extended or honored if we
receive such a demand and we are legally not able to terminate these guarantees,
we decided in 2011 to reject any �extend or pay� demands under such guarantees.
Even though we exited, where possible, many of these guarantees, guarantees with
an aggregate face amount of approximately � 7.8 million are still outstanding as of
June 30, 2014. The gross revenues from this business were approximately � 11,000
and the net profit we derived from these activities was less than this amount.
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We also have outstanding legacy guarantees in relation to a Syrian bank sanctioned
by the U.S. under its non-proliferation program. The aggregate face amount of
these legacy guarantees was approximately � 9.0 million, the gross revenues
received from non-Syrian parties for these guarantees were approximately � 20,000
and the net profit we derived from these activities was less than this amount. In one
case we paid cancellation fees of less than � 100 to the frozen account of the Syrian
bank.

We intend to exit these guarantee arrangements as soon as possible.

Payments Received. We received less than 15 payments adding up to
approximately � 2 million in favor of non-Iranian clients in Germany, which
payments stemmed ultimately from relevant Iranian entities. Revenues for these
incoming payments were less than � 3,000. These figures include relevant payments
in favor of clients of our subsidiary Postbank. We expect that we will also have to
execute such transactions in the future.

Operations of Iranian Bank Branches and Subsidiaries in Germany. Several
Iranian banks, including Bank Melli Iran, Bank Saderat and Europäisch-Iranische
Handelsbank, have branches or offices in Germany, even though their funds and
other economic resources are frozen under European law. As part of the payment
clearing system in Germany, when these branches or offices need to make
payments in Germany to cover their day-to-day operations such as rent, taxes,
insurance premia and salaries for their remaining staff, or for any other kind of
banking-related operations necessary to wind down their legacy trade business, the
German Bundesbank accepts fund transfers from these Iranian banks and disburses
them to the applicable (mainly German) payees, some of whom hold accounts with
us. In the second quarter of 2014, we received approximately � 1 million in such
disbursements in approximately 200 transactions via the German Bundesbank in
respect of payments from the above-mentioned Iranian banks, and the gross
revenues derived from these payments were less than � 1,000. Relevant transactions
of our subsidiary Postbank are included in these figures. We expect that we will
also have to execute such transactions in the future.

Maintaining of Accounts for Iranian Consulates and Embassies. In the second
quarter of 2014, Iranian embassies and consulates in Germany and the Netherlands
were holding accounts with us as well as with Postbank. This includes the
provision by a subsidiary of Postbank to the Iranian consulate of girocard
(debitcard/ATM) terminals as well as the processing of transactions of cardholders
using the terminals; the terminals are used to facilitate the payment of fees for the
issuance of visas and other administrative measures by the consulate. The
additional purpose of these accounts was the funding of day-to-day operational
costs of the embassies and consulates, such as salaries, rent, and electricity. One of
the account relationships was between Deutsche Bank Netherlands N.V. and the
Agent Bureau of the Embassy of the Islamic Republic of Iran in The Hague (which
is responsible for all Iran-U.S. Claims Tribunal activities). The total volume of
outgoing payments from these accounts was approximately � 5 million in the second
quarter of 2014, which payments were made with the involvement of the competent
authorities in the relevant European countries under applicable law. We derived
gross revenues of approximately � 13,000 and net profits which were less than this
amount from these activities. The relevant European governments have requested
that we continue to provide these services in the future to enable the Government of
Iran to conduct its diplomatic relations.

Relationships with Corporate Clients. We maintain a business relationship with
one corporate client registered in Germany who was sanctioned by the US in the
first quarter of 2014 pursuant to Executive Order 13382. We did not terminate this
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relationship but imposed several restrictive measures to mitigate the relevant risks.
In the second quarter of 2014 the revenues derived from this relationship were less
than � 3,000 and the net profits were less than this amount.

Activities of Entities in Which We Have Interests. Section 13(r) requires us to
provide the specified disclosure with respect to ourselves and our �affiliates,� as
defined in Exchange Act Rule 12b-2. Although we have minority equity interests in
certain entities that could arguably result in these entities being deemed �affiliates,�
we do not have the authority or the legal ability to acquire in every instance the
information from these entities that would be necessary to determine whether they
are engaged in any disclosable activities under Section 13(r). In some cases, legally
independent entities are not permitted to disclose the details of their activities to us
because of German privacy and data protection laws or the applicable banking laws
and regulations. In such cases, voluntary disclosure of such details could violate
such legal and/or regulatory requirements and subject the relevant entities to
criminal prosecution or regulatory investigations.
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Item 6.Exhibits.

  31.1 Certification required under Exchange Act Rules 13a-14 and 15d-14
(filed herewith)

  31.2 Certification required under Exchange Act Rules 13a-14 and 15d-14
(filed herewith)

  32.1 Certification of Chief Executive Officer pursuant to 18 U.S.C.
Section 1350 as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002 (furnished herewith)

  32.2 Certification of Chief Financial Officer pursuant to 18 U.S.C.
Section 1350 as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002 (furnished herewith)

101 Interactive data file pursuant to Rule 405 of Regulation S-T: (i) the
Statements of Financial Condition of PowerShares DB Agriculture
Fund � June 30, 2014 (unaudited) and December 31, 2013, (ii) the
Unaudited Schedule of Investments of PowerShares DB Agriculture
Fund � June 30, 2014, (iii) the Schedule of Investments of
PowerShares DB Agriculture Fund � December 31, 2013, (iv) the
Unaudited Statements of Income and Expenses of PowerShares DB
Agriculture Fund � Three Months Ended June 30, 2014 and 2013 and
Six Months Ended June 30, 2014 and 2013, (v) the Unaudited
Statements of Changes in Shareholders� Equity of PowerShares DB
Agriculture Fund � Three Months Ended June 30, 2014, (vi) the
Unaudited Statements of Changes in Shareholders� Equity of
PowerShares DB Agriculture Fund � Three Months Ended June 30,
2013, (vii) the Unaudited Statements of Changes in Shareholders�
Equity of PowerShares DB Agriculture Fund � Six Months Ended
June 30, 2014, (viii) the Unaudited Statements of Changes in
Shareholders� Equity of PowerShares DB Agriculture Fund � Six
Months Ended June 30, 2013, (ix) the Unaudited Statements of Cash
Flows of PowerShares DB Agriculture Fund - Six Months Ended
June 30, 2014 and 2013, and (x) Notes to Unaudited Financial
Statements of PowerShares DB Agriculture Fund.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

PowerShares DB Multi-Sector
Commodity Trust with respect
to PowerShares DB
Agriculture Fund

By: DB Commodity Services
LLC,

its Managing Owner

By: /S/    MARTIN

KREMENSTEIN        

Name:
Title:

Martin Kremenstein

Chief Executive Officer

By: /S/    MICHAEL GILLIGAN        

Name:
Title:

Michael Gilligan

Chief Financial Officer
Dated: August 6, 2014
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