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Terreno Realty Corporation

Consolidated Balance Sheets
(in thousands — except share and per share data)

ASSETS

Investments in real este
Land
Buildings and improvemen
Intangible asset
Total investments in properti
Accumulated depreciation and amortizat
Net investments in properti
Cash and cash equivalel
Restricted cas
Deferred financing costs, n
Other assets, n
Total asset

LIABILITIES AND EQUITY

Liabilities
Credit facility
Term loan payabl
Mortgage loans payab
Security deposit
Intangible liabilities, ne
Accounts payable and other liabiliti
Total liabilities
Commitments and contingencies (Note
Equity
Stockholder' equity
Preferred stock: $0.01 par value, 100,000,000 shauthorized, and no sha
issued and outstandir
Common stock: $0.01 par value, 400,000,000 sharte®@azed, and
13,413,473 and 9,308,670 shares issued and ouitsganespectively
Additional paic-in capital
Accumulated defici
Total stockholder equity
Total liabilities and equit

The accompanying condensed notes are an integtadfghese consolidated financial statements.

2

March 31, 2012
(Unaudited)

$ 135,41
122,90:
15,157
273,47
(8,81))
264,66(
16,77¢
2,18t

1,54z

4,964

$ —
10,05(
58,02:
1,94¢
841
7,018
77,87

132
221,51,

(9,386
212,25!

December 31, 2011

$ 133,46
116,28
14,83
264,58
(7,069

257,52:

3,24¢

2,13¢

77C

3,37(

$ 267,04

$ 41,00(
20,05(
38,26¢

1,772
91:¢
6,03¢
108,03t

91

168,03¢
(9,119

159,01

$ 267,04
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Terreno Realty Corporation

Consolidated Statements of Operations and Comprehsive Loss

(in thousands — except share and per share data)
(Unaudited)

REVENUES
Rental revenue
Tenant expense reimburseme
Total revenue

COSTS AND EXPENSES
Property operating expens
Depreciation and amortizatic
General and administrati\
Acquisition cost

Total costs and expens

OTHER INCOME (EXPENSE)
Interest and other incon
Interest expense, including amortizat
Total other income and expen:
Net and comprehensive loss available to commorkstiders

Basic and Diluted net loss available to commonldtolders per shai
Basic and Diluted Weighted Average Common Shares @&tanding

Dividends Declared per Common Shar:

The accompanying condensed notes are an integtadfghese consolidated financial statements.

3

For the Three
Months Ended
March 31, 2012

$ 5,30¢
1,30(¢
6,60¢

1,90¢
1,82¢
1,41¢

714
5,86z

1
(1,019
(1,011)

$ (267)

$  (0.09

12,686,57
$ 0.1C

For the Three
Months Ended
March 31, 2011

$ 2,58¢
781
3,37(

1,46:
95¢
1,60¢
282

4,312

4
(366)

(364)
$ (1,300

$ (0.1
9,132,76!

$ 0.1C
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Terreno Realty Corporation

Consolidated Statement of Equity
(in thousands — except share data)

(Unaudited)
Common Stock Additional Paid-  Accumulated
Number of Shares  Amount in Capital Deficit Total

Balance as of December 31, 2011 9,308,670 $ 91 $ 168,03¢ $ (9,119 $159,01:

Net and comprehensive Io — — — (267) (267)

Issuance of common stock, net of issuance cost8@H 4,061,85. 41 54,70¢ — 54,74¢

Repurchase of common sta (4,58 — (79 — (79

Issuance of restricted sto 47,53¢ — — — —

Stocl-based compensatic — — 17C — 17C

Dividends — — (1,32¢6) — (1,32¢6)
Balance as of March 31, 20 13,413,47 $ 132 $ 22151. $ (9,38f) $212,25!

The accompanying condensed notes are an integtadfthese consolidated financial statements.
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Terreno Realty Corporation

Consolidated Statements of Cash Flows
(in thousands)

(Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES

For the Three
Months Ended
March 31, 2012

For the Three
Months Ended
March 31, 2011

Net and comprehensive lo $ (267) $ (1,30€)
Adjustments to reconcile net and comprehensivettmset cash provided by (used i
operating activitie:
Straigh-line rents (892) (310
Amortization of lease intangibl¢ a0 11€
Depreciation and amortizatic 1,82t 95¢
Deferred financing cost and mortgage premium aetitin 13t 49
Stocl-based compensatic 101 351
Changes in assets and liabilit
Other asset (121) (593
Accounts payable and other liabiliti (139 28C
Net cash provided by (used in) operating activi 73€ (459
CASH FLOWS FROM INVESTING ACTIVITIES
Restricted cas (46) (22)
Cash paid for property acquisitio (6,08%) (5,82))
Cash paid for deposits on property acquisiti (200 (2,000
Additions to buildings and improvemer (2,937) (842)
Net cash used in investing activit| (9,26%) (8,689
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of common sto 55,01: —
Issuance costs on issuance of common ¢ (299 —
Repurchase of common sta (79 —
Payments on credit facilit (41,000 —
Payments on term loan paya (20,000 —
Borrowings on mortgage loans paya 20,10(¢ —
Payments on mortgage loans pay: (301) (16€)
Payment of deferred financing co (447) ()
Dividends paid to common stockholds (937) —
Net cash provided by (used in) financing activi 22,061 (16¢)
Net increase (decrease) in cash and cash equis 13,52¢ (9,30€)
Cash and cash equivalents at beginning of pe 3,24¢ 57,251
Cash and cash equivalents at end of pe $  16,77¢ $ 47,94
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash paid for intere: $ 1,06: $ 284
Supplemental disclosures of r-cash transactior
Accounts payable related to capital improvem: 2,30¢ 1,21z
Reconciliation of cash paid for property acquisisi
Acquisition of propertie: $ 6,10( $ 5,80(
Assumption of other assets and liabilit (15 21
Net cash paid for property acquisitic $ 6,08¢ $ 5,821

The accompanying condensed notes are an integtadfghese consolidated financial statements.
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Terreno Realty Corporation

Condensed Notes to Consolidated Financial Statement
(Unaudited)

Note 1. Organization

Terreno Realty Corporation (“Terreno”, and togetivéh its subsidiaries, the “Company”) acquires,ngvand operates industrial real
estate located in six major coastal U.S. markets: Angeles; Northern New Jersey/New York City; Saancisco Bay Area; Seattle; Miami;
and Washington, D.C./Baltimore. As of March 31, 20the Company owned 48 buildings aggregating apmprately 3.5 million square feet.

The Company commenced operations upon completian afitial public offering (“IPO”) of 8,750,000 ahes of its common stock at a
price of $20.00 per share and a concurrent pripeement of 350,000 shares of common stock ata pf $20.00 per share on February 16,
2010. The net proceeds of the IPO and the conduprerate placement were approximately $169.8 oilliPrior to the completion of its IPO,
the Company had no assets other than cash. Onryak8)@2012, the Company completed a public follmweffering of 4,000,000 shares of
its common stock at a price per share of $14.25F€hruary 13, 2012, the Company sold an additi6hg@853 shares of its common stock at a
price per share of $14.25 upon the exercise bytiderwriters of their option to purchase additicstedres. The net proceeds of the offering,
after deducting the underwriting discount and eatad offering costs, were approximately $54.7 omilliThe Company is an internally
managed Maryland corporation and elected to beltagea real estate investment trust (“REIT”) urfsiections 856 through 860 of the
Internal Revenue Code of 1986, as amended (thee'G@dmmencing with its taxable year ended Decertie2010.

Note 2. Significant Accounting Policies

Basis of Presentation. The accompanying unaudited interim consolidatedrfcial statements of the Company have been pipare
accordance with accounting principles generallyepted in the United States of America (“GAARS) interim financial information and wi
the instructions to Form 10-Q and Rule 10-01 of iratipn S-X. Accordingly, they do not include afltbe information and disclosures
required by GAAP for annual financial statementsmlanagement’s opinion, all adjustments (consistfrgormal recurring accruals)
considered necessary for a fair presentation haga mcluded. The interim consolidated financiateshents include all of the Company and
its subsidiaries and all intercompany balancestanactions have been eliminated in consolidafitse. financial statements should be read
in conjunction with the financial statements com¢al in the Company’s 2011 Annual Report on ForniKIdkd the notes thereto, which was
filed with the Securities and Exchange Commissiorfrebruary 22, 2012.

Use of Estimates. The preparation of the interim consolidated finahstatements in conformity with GAAP requires ragament to
make estimates and assumptions that affect thetegpamounts of assets and liabilities and disctosticontingent assets and liabilities at
date of the financial statements. Actual resultdddiffer from those estimates.

Investmentsin Real Estate. Investments in real estate, including tenant improents, leasehold improvements and leasing casts, a
stated at cost, less accumulated depreciationssigiecumstances indicate that the cost cannatdmyered, in which case, an adjustment to
the carrying value of the property is made to redtito its estimated fair value. The Company atsdews the impact of above and below
market leases, in-place leases and lease origmedists for acquisitions and records an intangibiet or liability accordingly.

I mpairment. Carrying values for financial reporting purpose$l b reviewed for impairment on a property-by-pedy basis whenever
events or changes in circumstances indicate tleatdtrying value of a property may not be fullyaeerable. Examples of such events or
changes in circumstances may include classifyingsset to be held for sale, changing the intendédigreriod or when an asset remains
vacant significantly longer than expected. Theridedl use of an asset either held for sale or loeldde, can significantly impact how
impairment is measured. If an asset is intenddsktbheld for the long-term, the recoverability isé@ on the undiscounted future cash flows.
If the asset carrying value is not supported onragiscounted future cash flow basis, then the assefging value will be measured against
lower of cost or the present value of expected flasés over the expected hold period. An impairmelmrge to earnings will be recognized
for the excess of the asset’s carrying value dvelddwer of cost or the present values of expectesth flows over the expected hold period. If
an asset is intended to be sold, impairment williégermined using the estimated fair value
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less costs to sell. The estimation of expectedéutet cash flows is inherently uncertain and setie assumptions, among other things,
regarding current and future economic and marketlitons and the availability of capital. The Compaletermines the estimated fair values
based on its assumptions regarding rental ratese{ap and holding periods, as well as sales phtbsn available, current market
information is used to determine capitalization asutal growth rates. If available, current compgeasales values may also be used to
establish fair value. When market information i$ readily available, the inputs are based on the@my’s understanding of market
conditions and the experience of the Company’s igament team. Actual results could differ signifidafrom the Company’s estimates.
The discount rates used in the fair value estimatiésepresent a rate commensurate with the inditédnolding period with a premium laye!
on for risk. There were no impairment charges edifor the three months ended March 31, 2012 aad.2

Property Acquisitions. Upon acquisition of a property, which are accouritgdas business combinations, the Company estithéesfail
value of acquired tangible assets (consisting gdlyesf land, buildings and improvements) and igille assets and liabilities (consisting
generally of the above and below market leasestendrigination value of all in-place leases). Thempany determines fair values using
replacement cost, estimated cash flow projectioisather valuation techniques and applying appab@riliscount and capitalization rates
based on available market information. Mortgag@soassumed in connection with acquisitions arerdezbat their fair value using current
market interest rates for similar debt at the @ét@cquisition. Acquisition-related costs assoaatéth business combinations are expensed as
incurred.

The fair value of the tangible assets is determimedaluing the property as if it were vacant. Laradlies are derived from current
comparative sales values, when available, or manages estimates of the fair value based on mareditions and the experience of the
Company’s management team. Building and improvemalues are calculated as replacement cost lessalation, or management’s
estimates of the fair value of these assets ussapdnted cash flows analyses or similar methobs.f&ir value of the above and below
market leases is based on the present value diffeeence between the contractual amounts to teived pursuant to the acquired leases
(using a discount rate that reflects the risks @ased with the acquired leases) and the Compaestimate of the market lease rates measurec
over a period equal to the remaining term of tlasds when there is not a bargain renewal optioa.cabitalized values of above market
leases and below market leases are amortized &l remenue over the remaining term of the respedé@ases. The total net impact to rental
revenues due to the amortization of above and belavket leases was a decrease of approximatel@@®@nd $116,000, respectively, for
the three months ended March 31, 2012 and 201 1lofigimation value of in-place leases is basedastscto execute similar leases including
commissions and other related costs. The originatedue of in-place leases also includes real @$éxes, insurance and an estimate of lost
rental revenue at market rates during the estintatezlrequired to lease up the property from vatariie occupancy level at the date of
acquisition. As of March 31, 2012, the Company &tdbuted approximately $2.3 million, $1.2 millioand $12.9 million to above market
leases, below market leases and in-place leasg®atively. As of December 31, 2011, the Compamydiaibuted approximately $2.3
million, $1.2 million, and $12.5 million to aboveanket leases, below market leases and in-placedeeesspectively. These amounts are
included in intangible assets and liabilities ie itcompanying consolidated balance sheets. AsaoéivB1, 2012, the Company had recol
net accumulated amortization of approximately $6iion and $0.4 million, respectively, relatedttese intangible assets and liabilities. As
of December 31, 2011, the Company had recordedatetmulated amortization of approximately $4.5imnilland $0.3 million, respectively,
related to these intangible assets and liabilissof March 31, 2012, the remaining weighted agerease term related to these intangible
assets and liabilities is 5.2 years.

Depreciation and Useful Lives of Real Estate and | ntangible Assets. Depreciation and amortization are computed omaagtt-line
basis over the estimated useful lives of the rdlassets or liabilities. The following table retethe standard depreciable lives typically used
to compute depreciation and amortization. Howesech depreciable lives may be different based eresimated useful life of such asset
liabilities.

Description Standard Depreciable Life
Land Not depreciate:
Building 40 years
Building Improvement: 5-40 years
Tenant Improvement Shorter of lease term or useful |
Leasing Cost Lease tern
In-place lease Lease tern
Above/Below Market Lease Lease tern
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Cash and Cash Equivalents. Cash and cash equivalents is comprised of cashiial major banking institution and other higlityuid
short-term investments with original maturitiesttafee months or less. Cash equivalents are geparaéisted in U.S. government securities,
government agency securities or money market a¢soun

Restricted Cash. Restricted cash includes cash held in escrow imection with property acquisitions and reserveéstain capital
improvements, interest and real estate tax andanse payments as required by certain mortgagéeanmdlioan obligations.

Revenue Recognition. The Company records rental revenue from operaéiagds on a straight-line basis over the term oftiees and
maintains an allowance for estimated losses thgtnesgult from the inability of its tenants to makguired payments. If tenants fail to make
contractual lease payments that are greater tiea@dimpany’s allowance for doubtful accounts, ségaieposits and letters of credit, then the
Company may have to recognize additional doubtfabant charges in future periods. The Company ramnthe liquidity and
creditworthiness of its tenants on an on-goingshbgireviewing their financial condition periodilsahs appropriate. Each period the
Company reviews its outstanding accounts receiyaidtuding straight-line rents, for doubtful acewsiand provides allowances as needed.
The Company also records lease termination fees whenant has executed a definitive terminatiorergent with the Company and the
payment of the termination fee is not subject tp @nditions that must be met or waived beforef#eeis due to the Company. If a tenant
remains in the leased space following the execwfandefinitive termination agreement, the apgileaermination will be deferred and
recognized over the term of such tenant’s occupancy

Tenant expense reimbursement income includes pagraad amounts due from tenants pursuant to teesels for real estate taxes, insur:
and other recoverable property operating expens#ssaecognized as revenues during the same pegoctlated expenses are incurred.

Deferred Financing Costs . Costs incurred in connection with financings argitzdized and amortized to interest expense ugiag t
effective interest method over the term of thetezldoan. As of March 31, 2012 and December 31120é&ferred financing costs were $1.5
million and $0.8 million, respectively, net of acculated amortization.

Mortgage Premiums . Mortgage premiums represent the excess of thedhile of debt assumed over the principal valueett d
assumed in connection with property acquisitiorte mortgage premiums are being amortized to intesgense over the term of the related
debt instrument using the effective interest methsdof both March 31, 2012 and December 31, 2@ net unamortized mortgage
premiums were approximately $0.6 million and wergluded as a component of mortgage loans payatlilesoaccompanying consolidated
balance sheets.

Income Taxes. The Company elected to be taxed as a REIT undeCdlde and operates as such beginning with its texatar ended
December 31, 2010. To qualify as a REIT, the Companst meet certain organizational and operaticeglirements, including a
requirement to distribute at least 90% of its ahREIT taxable income to its stockholders (whicltéenputed without regard to the dividel
paid deduction or net capital gain and which da#secessarily equal net income as calculateddordance with GAAP). As a REIT, the
Company generally will not be subject to federabime tax to the extent it distributes qualifyingidends to its stockholders. If it fails to
qualify as a REIT in any taxable year, it will hebgect to federal income tax on its taxable incaheegular corporate income tax rates and
generally will not be permitted to qualify for tte@ent as a REIT for federal income tax purposestferfour taxable years following the year
during which qualification is lost unless the IR@mts it relief under certain statutory provisioBsich an event could materially adversely
affect the Company’s net income and net cash ataifar distribution to stockholders. However, tbempany believes it is organized and
operates in such a manner as to qualify for treatrag a REIT.

ASC 740-10]Jncome Taxes, provides guidance for how uncertain tax positidmsud be recognized, measured, presented and skstlo the
financial statements. ASC 740-10 requires the exin of tax positions taken in the course of pregathe Company'’s tax returns to
determine whether the tax positions are “more-jikban-not” of being sustained by the applicableaathority. Tax benefits of positions not
deemed to meet the more-likely-than-not threshmdrecorded as a tax expense in the current yesaof March 31, 2012, the Company did
not have any unrecognized tax benefits and doebeietve that there will be any material changesrirecognized tax positions over the next
12 months. The Company’s tax returns are subjeexamination by federal, state and local tax jucitsohs beginning with the 2010 calendar
year.

Stock-Based Compensation and Other Long-Term I ncentive Compensation. The Company follows the provisions of ASC 718,
Compensation-Sock Compensation, to account for its stock-based compensation pldigiwrequires that the compensation cost relating t
stock-based payment transactions be recognizédgifitancial statements and that the cost be

8



Table of Contents

measured on the fair value of the equity or ligpilnstruments issued. The Company has adopte@h@ Equity Plan, which provides for t
grant of restricted stock awards, performance shaads, unrestricted shares or any combinatigheoforegoing. Stockased compensatis
is recognized as a general and administrative esgomthe accompanying consolidated statementparitions and measured at the fair v
of the award on the date of grant. The Companynaséis the forfeiture rate based on historical egpee as well as expected behavior. The
amount of the expense may be subject to adjustiméature periods depending on the specific charistics of the stock-based award.

In addition, the Company has awarded long-termntice target awards (the “LTIP award$®)its executives that may be payable in shar
the Company’s common stock after the conclusiogagh pre-established performance measurement p&hecamount that may be earned
under the LTIP awards is variable depending oné¢lative total shareholder return of the Compasytek as compared to the total
shareholder return of the MSCI U.S. REIT Index #re&lFTSE NAREIT Equity Industrial Index over theegstablished performance
measurement period. The Company estimates thedhie of the LTIP awards using a Monte Carlo siiolamodel on the date of grant and
at each reporting period. The LTIP awards are reizegl as compensation expense over the requisiterpence period based on the fair
value of the LTIP awards at the balance sheet date.

Fair Value of Financial Instruments. ASC 820,Fair Value Measurements and Disclosures, defines fair value as the price that would
be received to sell an asset or paid to transliebdity in an orderly transaction between margatticipants at the measurement date. ASC
820 also provides guidance for using fair valuegasure financial assets and liabilities. ASC &?{uires disclosure of the level within the
fair value hierarchy in which the fair value measuents fall, including measurements using quoteatpitin active markets for identical
assets or liabilities (Level 1), quoted pricesdmnilar instruments in active markets or quotedgsifor identical or similar instruments in
markets that are not active (Level 2), and sigaificvaluation assumptions that are not readily ofadde in the market (Level 3).

As of March 31, 2012 and December 31, 2011, thevidues of cash and cash equivalents and accpapéble approximated their carrying
values because of the short-term nature of thessiments or liabilities based on Level 1 inputs.oAMarch 31, 2012 and December 31,
2011, based on borrowing rates available to the 2oy, which are Level 2 inputs, the estimatedvfalues of the mortgage and term loans
payable were approximately $68.8 million and $5%ilion, respectively.

New Accounting Standards. During the three months ended March 31, 2012, tragany adopted Accounting Standards Update
No. 201:-05, Presentation of Comprehensive Income, which eliminates the option to report other coetygnsive income and its components
in the statement of changes in stockholders’ equiltye adoption of this standard did not have aryaiat on the Company’s financial
statements.

Segment Disclosure. ASC 280, Segment Reporting, establishes standardsgorting financial and descriptive informatiaimout an
enterprise’s reportable segment. The Company hasmi@ed that it has one reportable segment, veitivities related to investing in real
estate. The Company’s investments in real estatgewgraphically diversified and the chief opeatiecision makers evaluate operating
performance on an individual asset level. As edcheCompany’s assets has similar economic cheriatits, the assets have been
aggregated into one reportable segment.

Note 3. Concentration of Credit Risk.Financial instruments that potentially subject @@npany to a significant concentration of credikri
consist primarily of cash and cash equivalents. Campany may maintain deposits in federally insdiegincial institutions in excess of
federally insured limits. However, the Company’smagement believes the Company is not exposed ndisant credit risk due to the
financial position of the depository institutiomswhich those deposits are held.

As of March 31, 2012, the Company owned six propgtbcated in Northern New Jersey/New York Cithiat accounted for approximately
44.9% of its annualized base rent, which is basedontractual base rent from leases in effect &dasth 31, 2012, excluding any partial or
full rent abatements.

Other real estate companies compete with the Coynipaits real estate markets. This results in catitipa for tenants to occupy space. The
existence of competing properties could have aniaaienpact on the Company’s ability to lease spaice on the level of rent that can be
achieved. The Company had ten tenants that acabémtapproximately 56.7% of the rental revenueagtie three months ended March 31,
2012.

Note 4. Investments in Real EstateDuring the three months ended March 31, 2012, theg&ny acquired one industrial building contair
68,989 square feet. The total aggregate initisdstment was approximately $6.1 million, of whichGgillion was recorded to land, $3.6
million to buildings and improvements and $0.5 millto intangible assets. The property was acqui@d an unrelated third party using
existing cash on hand and was accounted for asindss combination.
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The Company recorded revenues and net incomeéddhtee months ended March 31, 2012 of approxim&&2,000 and $24,000,
respectively, related to the above acquisition.

During the three months ended March 31, 2011, thragany acquired one industrial building containi®$,000 square feet. The total
aggregate initial investment was approximately $bifion, of which $3.2 million was recorded to Br$2.4 million to buildings and
improvements and $0.2 million to intangible ass€te property was acquired from an unrelated thandy using existing cash on hand and
was accounted for as a business combination.

Pro Forma Financial Information:

The following supplementary pro forma financialanhation presents the results of operations oftvpany for the three months ended
March 31, 2012 and 2011 as if all of the Compamgguisitions during 2012 occurred on January 1120the pro forma results for the three
months ended March 31, 2012 and 2011 have beeerpeesfor comparative purposes only and are natsseeily indicative of the results of
operations that would have actually occurred hhttazisactions taken place on January 1, 2011f futare results of operations (dollars in
thousands, except per share data).

For the Three Months Ended March 31,

2012 2011
Total revenue $ 6,76¢ $ 3,56
Net and comprehensive income (loss) available toncon stockholder 56¢ (1,876
Basic and Diluted net income (loss) available tmpgwn stockholders pi

share $ 0.04 $ (0.2))

Note 5. Debt.On January 19, 2012, the Company entered into anSiedmendment to Amended and Restated Senior Riegoredit
Agreement (the “Facility”with KeyBank National Association, as administratagent and as a lender and the other lendersutitere whicl
provides for certain modifications to the $80.0liwil revolving credit facility. The amount availgblinder the Facility may be increased up to
$150.0 million, subject to the approval of the axiistrative agent and the identification of lendeiling to make available additional
amounts. The amendment extended the maturity dakenuary 19, 2015 and provided for one 12-montinsion option exercisable by the
Company, subject to, among other things, therego@mabsence of an event of default under theifjaaild to the payment of an extension
fee. The amendment provides that outstanding bamgsiare limited to the lesser of $80.0 million &@®6 of the value of the borrowing b
properties (50% prior to the amendment). Interaghe Facility will continue to generally be paidded upon, at the Compagsyption, eithe
(i) LIBOR plus the applicable LIBOR margin or (the applicable base rate which is the greatereftiministrative agent’s prime rate plus
1.00%, 0.50% above the federal funds effective, @tt¢hirty-day LIBOR plus the applicable LIBOR ngar for LIBOR rate loans under the
Facility. The applicable LIBOR margin will rangefn 2.50% to 3.50% (3.00% to 4.25% prior to the asneent), depending on the ratio of
the Company’s outstanding consolidated indebtedioe® value of the Company’s consolidated gresetavalue. The Facility requires
payment of an annual unused facility fee in an amhequal to 0.25% or 0.35% depending on the unpeetibn of the Facility. The unused
facility fee was $68,000 and $100,000, respectivielythe three months ended March 31, 2012 and .ZDie Company guarantees the
obligations of the borrower (a wholly-owned subaigt) under the Facility. The Facility includes @ieg of financial and other covenants that
the Company must comply with in order to borrow enthe Facility. As of March 31, 2012, there weoehorrowings outstanding under the
Facility and eleven properties were in the borraplimse. The Company was in compliance with thenfire covenants at March 31, 2012
and December 31, 2011.

As of March 31, 2012 and December 31, 2011 the Gmyppad a senior secured term loan with an outstgrzhlance of approximately
$10.1 million and $20.1 million, respectively, thmhatures on February 22, 2013 (the “Term Loanpjett to one six-month extension
exercisable by the Company subject to the satisfacif certain conditions. Interest on the Term hedll generally be based upon, at the
Companys option, either (i) LIBOR plus the applicable LIBRGnargin or (ii) the applicable base rate whicthis greater of the administrati
agent’s prime rate plus 1.00%, 0.50% above therfkdiends effective rate, or thirty-day LIBOR pltie applicable LIBOR margin for
LIBOR rate loans under the Term Loan. As of Mariéh2012 the applicable LIBOR margin is 3.50%. TleerT Loan includes a series of
financial and other covenants that are similahtodovenants in the Facility. The Company guarantee obligations of the borrower (a
wholly-owned subsidiary) under the Term Loan. TlwnPany was in compliance with the financial coveaat March 31, 2012 and
December 31, 2011.
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On January 30, 2012 the Company entered into @ $80lion non-recourse mortgage loan at a fixeduahinterest rate of 3.79% that
matures on February 5, 2019. The mortgage loaecisred by five of the Company’s properties. A mortof the loan proceeds was used to
pay down the Term Loan. The remaining loan proceee$eing used to invest in industrial properdied for general business purposes.

The mortgage loans payable are collateralized hyioeof the properties and require monthly intesesd principal payments until maturity
and are generally non-recourse. The mortgage lmatgre between 2015 and 2021. As of March 31, 20&2Company had five mortgage
loans payable totaling approximately $58.0 milliaich bear interest at a weighted average fixetiahrate of 4.8%. As of December 31,
2011 the Company had four mortgage loans payataértg approximately $38.3 million, which bore irgst at a weighted average fixed
annual interest rate of 5.4%. As of March 31, 286@ December 31, 2011, the total net investmerk batue of those properties securing
debt was $117.1 million and $84.2 million, respesiii.

The scheduled principal payments of the Compangtd ds of March 31, 2012 were as follows (dollarthbusands):

Mortgage
Term Loan
Credit Loans Total
Facility Payable Payable Debt
2012 (9 months) $— $ — $ 1,12( $ 1,12
2013 — 10,05( 1,564 11,61«
2014 — — 1,64¢ 1,64¢
2015 — — 20,78t 20,78t
2016 — — 1,10€ 1,10¢
Thereafte — — 31,22¢ 31,22¢
Subtotal — 10,05( 57,45: 67,50
Unamortized net premiun — — 56¢ 56¢
Total $— $ 10,05( $58,02: $68,07:
Weighted Average Interest R n/a 3.8% 4.£% 4.7%

Note 6. Stockholders’ Equity.The Company’s authorized capital stock consis#06000,000 shares of common stock, $0.01 par \due
share, and 100,000,000 shares of preferred st6dil ar value per share. On January 13, 201Z;dingpany completed a public follow-on
offering of 4,000,000 shares of its common stock ptice per share of $14.25 including, 93,000ehé#rat were sold in the offering to the
Company'’s executive and senior officers and membkttse board of directors. No underwriting discbancommission was paid on the
shares sold to such officers and directors. Onugeprl3, 2012, the Company sold an additional & Stres of its common stock at a price
per share of $14.25 upon the exercise by the uniersvof their option to purchase additional skafhe net proceeds of the primary follow-
on offering were approximately $54.7 million afterducting the full underwriting discount and offeyicosts of approximately $3.1 million.
The Company used approximately $41.0 million ofribeproceeds to repay outstanding borrowings utideFacility on January 13, 2012
and the remaining net proceeds are being usedéstiin industrial properties and for general besinpurposes. As of March 31, 2012,
13,413,473 shares of common stock were issued @sthading, including 149,995 non-vested restristedk awards, and no shares of
preferred stock were issued and outstanding.

As of March 31, 2012, there were 455,000 share®wifmon stock authorized for issuance as restrittmek grants, unrestricted stock awards
or LTIP awards under the Company’s 2010 Equity tiwe Plan, of which 208,226 were remaining. Thengdate fair value per share of
restricted stock awards issued during the periochfFebruary 16, 2010 (commencement of operatiansarch 31, 2012 ranged from $14

to $20.00. The grant date fair value of the retidstock was determined using the initial pubffering price of $20.00 for grants issued on
February 16, 2010 (commencement of operationsf@mall grants issued after the commencement ofaimms, the Company uses the
closing price of the Company’s stock on the datgraht. The fair value of the restricted stock thas granted during the three months ended
March 31, 2012 was $0.7 million and the vestingqaefor the restricted stock is five years. As caeh 31, 2012, the Company had
approximately $2.6 million of total unrecognizedmuensation costs related to restricted stock ismsgmwhich is expected to be recognized
over a remaining weighted average period of appresely 3.6 years. The Company recognized compemsatists of approximately $0.2
million for both the three months ended March 3112and 2011. The following is a summary of thaltodstricted shares granted to the
Company'’s executive officers and employees withrétated weighted average grant date fair valueeghiaces for the three months ended
March 31, 2012.
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Restricted Stock Activity:

Weighted

Average Grant

Shares Date Fair Value

Non-vested shares outstanding at beginning of period 133,52¢ $ 19.5¢
Granted 47,53¢ 14.2(
Forfeited (4,58¢) 19.8¢
Vested (26,48 19.8¢
Non-vested shares outstanding at end of pe 149,99! $ 17.5¢

The following is a vesting schedule of the totahn@sted shares of restricted stock outstandiraf Barch 31, 2012:

Non-vested Shares Vesting Schedule Number of Share:
2012 (9 months) 87C
2013 41,44
2014 41,44:
2015 41,44
2016 15,28¢
Thereatftel 9,50¢
Total Non-vested Share 149,99!

Long-Term Incentive Plan:

As of March 31, 2012, there are three performaneasurement periods for the LTIP awards: Februay2Q60 to December 31,

2012, January 1, 2011 to December 31, 2013, anchdad, 2012 to December 31, 2014. The LTIP aweeldded to the performance
measurement period from February 16, 2010 to Deeefib, 2011 resulted in no compensation expenieeasompensation committee
determined that the Company’s total shareholdermedid not exceed the applicable metrics durirggérformance measurement period. The
Company recorded compensation costs of approxigné&6l1 million) and $0.2 million, respectively rfthe three months ended March 31,
2012 and 2011.

Dividends:
The following table sets forth the cash dividend&lor payable per share during the three montde&March 31, 2012 and 2011:

Dividend
For the Three Months Ended per Share Declaration Date Record Date Date Paid
March 31, 2012 $ 0.1C February 21, 201 April 5, 2012 April 19, 2012
March 31, 201: $ 0.1 February 17, 201 April 5, 2011 April 19, 2011

Note 7. Net Loss Per ShardRursuant to ASC 260-10-4Bgtermining Whether Instruments Granted in Share-Based Payment Transactions

Are Participating Securities , unvested share-based payment awards that cartaiorfeitable rights to dividends are participgtsecurities
and are included in the computation of earningsspare pursuant to the two-class method. The tassainethod of computing earnings per
share allocates earnings per share for common studtlany participating securities according toabwids declared (whether paid or unpaid)
and participation rights in undistributed earningader the two-class method, earnings per commaresire computed by dividing the sum
of distributed earnings to common stockholders amdistributed earnings allocated to common stoakdrs! by the weighted average number
of common shares outstanding for the period. Thagamy’'s non-vested shares of restricted stock@msidered participating securities since
these share-based awards contain foofeitable rights to dividends irrespective of winer the awards ultimately vest or expire. The Cany
had no dilutive restricted stock awards outstandtimghe three months ended March 31, 2012 and 281hese securities do not participa
losses.
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Note 8. Commitments and Contingencies

Contractual Commitments. As of March 31, 2012, the Company had one outstandontract with a third-party seller to acquireon
industrial property consisting of approximately@®) square feet. Subsequent to March 31, 201 ¢hepany entered into two contracts
with third-party sellers to acquire two industimbperties consisting of six buildings and appraadiety 707,000 square feet. There is no
assurance that the Company will acquire the pr@seunder contract because the proposed acquisaiansubject to the completion of
satisfactory due diligence, various closing cowndisi and the consent of the mortgage lender. Thanfivlg table summarizes certain
information with respect to the properties the Camphas under contract:

Number of Purchase Price¢ Assumed Deb

Market Buildings Square Fee (in thousands) (in thousands’
Los Angeles 6 707,00( $ 68,50( $ —
Miami — — —
Northern New Jersey/New Yo — — — —
San Francisco Bay Are — — — —
Seattle — — — —

Washington, D.C./Baltimor 1 66,00( 6,66( 3,60(

Total 7 773,00( $ 75,16( $ 3,60(

Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations.

This Quarterly Report on Form 10-Q contains forwimaking statements within the meaning of the Rev@ecurities Litigation Reform
Act of 1995, Section 27A of the Securities Act 8838, as amended (the “Securities Act”) and Se@iti of the Securities Exchange Act of
1934, as amended (the “Exchange Act”). We cautieastors that forward-looking statements are basethanagement’s beliefs and on

assumptions made by, and information currentlylalsle to, management. When used, the words “aatiefp“believe”, “estimate”, “expect”
“intend”, “may”, “might”, “plan”, “project”, “resul”, “should”, “will", “seek”, “target”, “see”, “likely”, “position”, “opportunity” and similar
expressions which do not relate solely to histdmeatters are intended to identify forward-lookstgtements. These statements are subject tc
risks, uncertainties, and assumptions and areuaragtees of future performance, which may be tteby known and unknown risks,

trends, uncertainties, and factors that are bepomdontrol. Should one or more of these risksrareutainties materialize, or should
underlying assumptions prove incorrect, actualltesnay vary materially from those anticipatedjreated, or projected. We expressly
disclaim any responsibility to update our forwaodking statements, whether as a result of newiimddion, future events, or otherwise.
Accordingly, investors should use caution in redyon past forward-looking statements, which aredam results and trends at the time they

are made, to anticipate future results or trends.
Some of the risks and uncertainties that may causactual results, performance, or achievemendiffier materially from those
expressed or implied by forward-looking statemémthude, among others, the following:

. the factors included under the headings “Risk Fatt@and “Management’s Discussion and Analysis efaficial Condition and
Results of Operations” in our Annual Report on FA@RK for the year ended December 31, 2011, whiah filed with the
Securities and Exchange Commission on Februar2@2 and in our other public filing

. our ability to identify and acquire industrial perties on terms favorable to
. general volatility of the capital markets and tharket price of our common stoc

. adverse economic or real estate conditions or dpwetnts in the industrial real estate sector and/thre markets in which we
acquire properties

. our dependence on key personnel and our reliantieirmhparties to property manage the majority wf imdustrial properties
. our dependence upon tenat
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. our ability to comply with the laws, rules and ré&gions applicable to companies, and in particydablic companies
. our ability to manage our growth effective

. tenant bankruptcies and defaults on or-renewal of leases by tenan

. decreased rental rates or increased vacancy

. increased interest rates and operating ¢

. declining real estate valuations and impairmentgbs

. our expected leverage, our failure to obtain nergssutside financing, and future debt servicegdilbns;

. our ability to make distributions to our stockhatsl

. our failure to successfully hedge against interatst increase:

. our failure to successfully operate acquired prips)

. our failure to qualify or maintain our status a®al estate investment trust, or REIT, and possitilerse changes to tax la\
. uninsured or underinsured losses relating to copgrties;

. environmental uncertainties and risks related tanahdisasters

. financial market fluctuations; ar

. changes in real estate and zoning laws and ingéaseal property tax rate

Overview

Terreno Realty Corporation (“Terreno”, and togetivéth its subsidiaries, “we”, “us”, “our”, “our Copany”, or “the Company”)
acquires, owns and operates industrial real elstesged in six major coastal U.S. markets: Los AegjeNorthern New Jersey/New York Ci
San Francisco Bay Area; Seattle; Miami; and WasbmgD.C./Baltimore. We invest in several typesnofustrial real estate, including
warehouse/distribution, flex (including light indtial and research and development, or R&D) anastighipment. We target functional
buildings in infill locations that may be sharedryltiple tenants and that cater to customer dematidn the various submarkets in which
we operate. Infill locations are geographic locasisurrounded by high concentrations of alreadgld@ed land and existing buildings. As of
March 31, 2012, we owned a total of 48 buildinggragating approximately 3.5 million square feetjalhwe purchased for an aggregate
purchase price of approximately $259.1 millionJuniing the assumption of mortgage loans payabbppfoximately $39.5 million, which
includes mortgage premiums of approximately $0.lioni As of March 31, 2012, our properties wer@rgximately 92.9% leased to 72
tenants, the largest of which accounted for appnately 11.7% of our total annualized based rentaféean internally managed Maryland
corporation and elected to be taxed as a REIT uBdetions 856 through 860 of the Internal Revenoge®f 1986, as amended, or the Code,
commencing with our taxable year ending Decembeg310.

The following table summarizes by market our inmestts in real estate as of March 31, 2012:

Annualized Weighted
Base Rent Average
% of Total Occupancy Annualized Per % of Total Remaining Gross Book
Number of Rentable Rentable Percentage as ( Base Rent Occupied Annualized Lease Termr Value
Market Buildings Square Feet  Square Fee March 31, 2012 (000's)? Square Foo Base Rent (Years)? (000’s)
Los Angeles 4 221,86 6.4% 100.% $ 2,337 $ 10.5¢ 10.€% 6.C $ 28,807
Northern New
Jersey/New Yorl 23 1,591,25I 45.71% 93.2% 9,661 6.51 44.% 4.C 121,07¢
San Francisco Bay
Area 9 431,86¢ 12.4% 84.2% 3,28 9.0z 15.2% 4.1 41,22¢
Seattle 3 306,66: 8.8% 100.(% 1,59¢ 5.21 7.4% 7.1 24,02
Miami 6 630,21: 18.1% 98.(% 3,14: 5.0¢ 14.€% 8.€ 38,32
Washington,
D.C./Baltimore 3 302,73 8.€% 80.2% 1,48¢ 6.1:2 6.S% 6.7 20,01;
Total/Weighte:
Average 48  3,484,58! 100.(% 92.¢% $2151« $ 6.6F 100.(% 5.E $273,47:
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! Annualized base rent is calculated as monthly basieper the leases, excluding any partial orredt abatements, as of March 31, 2

multiplied by 12.
2 Weighted average remaining lease term is calculayesimming the remaining lease term of each laas# March 31, 2012, weighted

by the respective square foota

The following table summarizes our capital expaméis incurred during the three months ended Mat¢t2@12 (dollars in thousands):

Building improvement: $1,421
Tenant improvemen 58(C
Leasing commissior 853

Total capital expenditure $2,85¢

Our top ten tenants as of March 31, 2012 are é®nsl

% of Total Annualized % of Total

Rentable Rentable Base Rent  Annualized

Tenant Lease! Square Feel Square Fee (000s)1 Base Rent
1 YRC Worldwide 3 182,80: 52% $ 2,511 11.7%
2 H.D. Smith Wholesale Drug Compa 1 211,41¢ 6.1% 1,94¢ 9.1%
3 Home Depo 1 413,09: 11.8% 1,88¢ 8.8%
4 Precision Custom Coatin 1 208,00 6.C% 1,63 7.6%
5 Miami International Freight Solutior 1 166,22( 4.8% 95¢€ 4.4%
6 Banah International Grou 1 301,98: 8.6% 90¢€ 4.2%
7 FedEx Corporatiol 1 72,80¢ 2.1% 852 4.C%
8 Maines Paper & Food Servi 1 98,74 2.8% 63€ 3.C%
9 International Paper Compal 1 137,87. 4.C% 634 2.5%
10 Duro Bag Manufacturing Compal 1 120,94t 3.5% 61F 2.8%
Total 12 1,913,88! 54.9% $ 12,58¢ 58.5%

! Annualized base rent is calculated as monthly basieper the leases, excluding any partial orrieit abatements, as of March 31, 2
multiplied by 12.

The following table summarizes the anticipateddeapirations for leases in place at March 31, 2@dthout giving effect to the
exercise of renewal options or termination rigfftany, at or prior to the scheduled expirations:

% of Total Annualized % of Total

Rentable Rentable Base Rent Annualized

Year Square Feetl Square Fee (000's)1: 2 Base Rentl
2012 (9 months) 116,60 3.3% $ 94¢ 3.8%
2013 766,11: 22.(% 4,26¢ 17.(%
2014 287,88 8.3% 2,36( 9.4%
2015 199,20¢ 5.7% 1,77¢ 7.1%
2016 128,42: 3.7% 98€ 3.9%
2017+ 1,738,18! 49.% 14,75¢ 58.£%
Total 3,236,411 92.% $ 25,09t 100.(%

! Includes leases that expire on or after March 8122and moni-to-month leases totaling 9,792 square f

2 Annualized base rent is calculated as monthly basieper the leases at expiration, excluding amgigdar full rent abatements, as of
March 31, 2012, multiplied by 1.
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Recent Developments
Acquisition Activity

During the three months ended March 31, 2012, weised one industrial building containing approxiaig 68,989 square feet for a
total purchase price of approximately $6.1 millidhe property was acquired from an unrelated thandy using existing cash on hand. The
following table sets forth the wholly-owned induakiproperty we acquired during the three monthdeenMarch 31, 2012:

Purchase Pric¢

Number of
Property Name Location Acquisition Date Buildings Square Fee (in thousands)
Global Plaza Sterling, VA March 16, 201: 1 68,98¢ $ 6,10(

Public Follow-on Offering

On January 13, 2012, we completed a public followsffering of 4,000,000 shares of our common statck price per share of $14.25,
including 93,000 shares that were sold in the oféeto our executive and senior officers and membéour board of directors. No
underwriting discount or commission was paid onghares sold to such officers and directors. Omgep 13, 2012, we sold an additional
61,853 shares of our common stock at a price mestt $14.25 upon the exercise by the underwrdgtlseir option to purchase additional
shares. The net proceeds of the offering were appedely $54.7 million after deducting the undemmg discount and offering costs of
approximately $3.1 million. We used approximated $ million of the net proceeds to repay outstagdiorrowings under our senior
revolving credit facility and the remaining net peeds are being used to invest in industrial ptaseand for general business purposes.

Amendments to Our Senior Revolving Credit Facility

On January 19, 2012, we entered into a Second Amentito Amended and Restated Senior Revolving Cggieement (the
“Facility”) with KeyBank National Association, as the admigistre agent and as a lender and the other lenkersunder, which provides-
certain modifications to our $80.0 million revolgicredit facility. The amendment extends the mgtutate to January 19, 2015 and provides
for one 12-month extension option exercisable hysubject to, among other things, there being aemte of an event of default under the
Facility and to our payment of an extension feee @amendment provides that outstanding borrowingsimited to the lesser of $80.0 million
and 60% of the value of the borrowing base propei0% prior to the amendment). Interest on thedifawill continue to generally be paid
based upon, at our option, either (i) LIBOR plus &pplicable LIBOR margin or (ii) the applicablesbaate which is the greater of the
administrative agent’s prime rate plus 1.00%, 0.%0%ve the federal funds effective rate, or thithy LIBOR plus the applicable LIBOR
margin for LIBOR rate loans under the Facility. Tdmplicable LIBOR margin will range from 2.50% t®3% (3.00% to 4.25% prior to the
amendment) depending on the ratio of our outstandimsolidated indebtedness to the value of ousaatated gross asset value. The
Facility requires payment of an annual unusedifgdi¢e in an amount equal to 0.25% or 0.35% dejpendn the unused portion of the
Facility. We guarantee the obligations of the baven(a wholly-owned subsidiary) under the Facility.

Secured Financing

On January 30, 2012 we entered into a $20.1 milimm-recourse mortgage loan at a fixed annualésteate of 3.79% that matures on
February 5, 2019. The mortgage loan is securedvbyof our properties aggregating approximately,88@ square feet. A portion of the loan
proceeds was used to pay down our senior securaddean (the “Term Loan”). The remaining loan preds are being used to invest in
industrial properties and for general business gaep.

Distribution Activity
The following table sets forth the cash dividend&lr payable per share during the three montdedMarch 31, 2012:

Dividend
For the Three Months Ended per Share Declaration Date Record Date Date Paid
March 31, 201: $ 0.1C February 21, 201 April 5, 2012 April 19, 2012
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On May 4, 2012, our board of directors authorizedaudeclare a cash dividend in the amount of $petZhare of our common stock
payable on July 23, 2012 to the stockholders adnetas of the close of business on July 9, 2012.

Contractual Commitments

Subsequent to March 31, 2012, we entered into tmadracts with third-party sellers to acquire twdustrial properties as described
under the heading “Contractual Obligations” in tQisarterly Report on Form 10-Q. There is no asagdinat we will acquire the properties
under contract because the proposed acquisitiensudnject to the completion of satisfactory dumédiice, various closing conditions and the
consent of the mortgage lender.

Financial Condition and Results of Operations

We derive substantially all of our revenues fromtsereceived from tenants under existing leasesagh of our properties. These
revenues include fixed base rents and recoveriesrtdin expenses that we have incurred and thg@iase through to the individual tenants.

Our primary cash expenses consist of our propgrtyaiing expenses, which include: real estate fagpairs and maintenance;
management expenses; insurance; utilities; geaachhdministrative expenses, which include compmsaosts, office expenses,
professional fees and other administrative experaseglisition costs, which include third-party ogaid to brokers and consultants; and
interest expense, primarily on mortgage loans, teans and the Facility.

Our consolidated results of operations often atecomparable from period to period due to the impd@roperty acquisitions at
various times during the course of such periods. rfBisults of operations of any acquired propemyimeluded in our financial statements as
of the date of its acquisition.

The analysis of our results below includes the gkarattributable to same store properties. The séone pool includes all properties
that were owned as of December 31, 2010. As of Madg 2012, the same store pool consisted of 12epties aggregating approximately
2.4 million square feet. As of March 31, 2012, tlom-same store properties that we acquired duhegaourse of 2011 and 2012 consisted of
13 properties aggregating approximately 1.1 milboare feet.

Our future financial condition and results of ofiEnas, including rental revenues, straight-linetseand amortization of lease
intangibles, may be impacted by the acquisitionadtfitional properties, and expenses may vary madliefrom historical results.

Comparison of the Three Months Ended March 31, 201 the Three Months Ended 2011:

For the Three Months
Ended March 31,
2012 2011 $ Change % Change
(Dollars in thousands)

Rental revenue

Same stor $ 3,07( $ 2,58¢ $ 487 18.9%
2011 and 2012 Acquisitior 2,23¢€ — 2,23¢€ n/a
Total rental revenue 5,30¢ 2,58: 2,728 105.%%
Tenant expense reimburseme
Same stor 75E 787 (32 (4.2)%
2011 and 2012 Acquisitior B4k — 54E n/a
Total tenant expense reimburseme 1,30( 787 513 65.2%
Total revenue 6,60¢ 3,37( 3,23¢ 96.(%
Property operating expens
Same stor: 1,31¢ 1,447 (139 (9.-2%
2011 and 2012 Acquisitior 594 16 57¢ 3612.%%
Total property operating expens 1,90¢ 1,46 44~ 30.4%
Net operating incom(®
Same stor 2,511 1,92¢ 58¢ 30.6%
2011 and 2012 Acquisitior 2,187 (16) 2,20z n/a
Total net operating incorr $ 4,69¢ $ 1,901 $ 2,791 146.4%
Other costs and expens
Depreciation and amortizatic 1,82t 95¢ 86€ 90.5%
General and administrati\ 1,41¢ 1,60¢ (199 (12)%
Acquisition costs 714 282 432 153.2%
Total other costs and expen: 3,954 2,84¢ 1,10¢ 38.8%

Other Income (Expens



Interest and other incon 1 4 3 (75)%

Interest expense, including amortizat (1,012 (36¢) (644 175.(%
Total other income and expen: (1,017 (364) (647) 177. 1%
Net and comprehensive loss available to commorkktdders $ (267) $(1,306) $1,03¢ (79.6%
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! Includes straight-line rents and amortization efkeintangibles. See “Non-GAAP Financial Measuneshis Quarterly Report on Form
10-Q for a reconciliation of net operating inconmel Zame store net operating income from net angoemensive loss available to
common stockholders and a discussion of why webelhet operating income and same store net opgliatome are useful
supplemental measures of our operating perform:

Revenues. Total revenues increased approximately $3.2 millarthe three months ended March 31, 2012 compardte same period
from the prior year. Approximately $0.5 million tfis increase is from same store revenues mairgytalincreased occupancy, as same store
consolidated occupancy at quarter end increas@d.@s in the first quarter of 2012 as compared3:8% from the same period in 2011. The
remaining increase in total revenues is due togntgmcquisitions during 2011 and 2012. For thetgua&nded March 31, 2012,
approximately $0.7 million was recorded in straiihé rental revenues related to contractual reatements given to certain tenants.

Property operating expenses. Total property operating expenses increased appiairly $0.4 million during the three months ended
March 31, 2012 compared to the same period fronptioe year. The increase in total property opamgxpenses was due to an increase of
approximately $0.6 million attributable to propeayguisitions during 2011 and 2012, which was plytbffset by a decrease in same store
property operating expenses of approximately $0llilom The decrease in same store property opggatkpenses was primarily due to a
decrease in snow removal expenses from the prarperiod.

Depreciation and amortization. Depreciation and amortization increased approxiim&@.9 million during the three months ended
March 31, 2012 compared to the same period fronptioe year due to property acquisitions during 2@hd 2012.

General and administrative expenses. General and administrative expenses decreasedxipattely $0.2 million for the three months
ended March 31, 2012 compared to the same pewod the prior year due primarily to a decrease itFLaward stock compensation
expense.

Acquisition costs. Acquisition costs increased by approximately $0ifion from the prior year period due to increadedal expenses
incurred in connection with property acquisitionsidg the three months ended March 31, 2012 as amdo the same period in the prior
year.

Interest expense, including amortization. Interest expense increased approximately $0.6amiftor the three months ended March 31,
2012 compared to the same period from the prior gea primarily to the assumption and originatiémortgage loans payable during 2011
and 2012, as well as borrowings on the Facility @adn Loan.

Liquidity and Capital Resources

The primary objective of our financing strategydsnaintain financial flexibility with a conservaé capital structure using retained c
flows, long-term debt and the issuance of commahperpetual preferred stock to finance our groiver the long-term, we intend to:

. limit the sum of the outstanding principal amouhbor consolidated indebtedness and the liquidgtiefierence of any
outstanding perpetual preferred stock to less #@a of our total enterprise valt

. maintain a fixed charge coverage ratio in excess@®f;

. limit the principal amount of our outstanding flwef rate debt to less than 20% of our total constéid indebtedness; a

. have staggered debt maturities that are alignedit@xpected average lease term (5-7 years), @oisit us to re-price parts of our
capital structure as our rental rates change watkat conditions

We intend to preserve a flexible capital structuitl a long-term goal to obtain an investment greading and be in a position to issue
unsecured debt and perpetual preferred stock. ®rigitaining an investment grade rating, we intengrimarily utilize non-recourse debt
secured by individual properties or pools of prdpsrwith a targeted maximum loan-to-value of 65%ha time of financing, or recourse
bank term loans and credit facilities. We may @ssume debt in connection with property acquisstiwhich may have a higher loan-to-
value.
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We expect to meet our shagrm liquidity requirements generally through naste provided by operations, existing cash balaandsif
necessary, short-term borrowings under the Facilitg believe that our net cash provided by opematigill be adequate to fund operating
requirements, pay interest on any borrowings and filistributions in accordance with the REIT regumients of the federal income tax laws.
For the three months ended March 31, 2012, oucasdt flow from operating activities did not cover dividend. In the near-term, we intend
to fund future investments in properties with tdaans, mortgages and borrowings under our Facilifg.expect to meet our long-term
liquidity requirements, including with respect tiher investments in industrial properties, propextyuisitions and scheduled debt maturities,
through borrowings under our Facility, periodiciiaaces of common stock, perpetual preferred stk Jong-term secured and unsecured
debt, and, in the future, with proceeds from thepdsition of properties. The success of our actipisstrategy may depend, in part, on our
ability to obtain and borrow under our Facility adaccess additional capital through issuancesjoity and debt securities.

On January 13, 2012, we completed a public followeffering of 4,000,000 shares of our common statck price per share of $14.25.
On February 13, 2012, we sold an additional 61 8&8es of our common stock at a price per shasd4P5 upon the exercise by the
underwriters of their option to purchase additicstzres. The net proceeds of the offering, aftducking the underwriting discount and
estimated offering costs, were approximately $5dillion. We used approximately $41.0 million of thet proceeds to repay outstanding
borrowings under our Facility on January 13, 204@ the remaining net proceeds are being used &sinn industrial properties and for
general business purposes.

As of March 31, 2012, our market equity capitali@atwvas as follows:

Market Equity Capitalization as of March 31, 2(

Shares Market Price
Security Outstandin¢! 2 Market Value
Common Stock 13,413,47 $ 14.31 $191,946,79

Includes 149,995 shares of unvested restrictedk:
Closing price of our shares of common stock onNbe York Stock Exchange on March 31, 2012 in delja&r shar

We have an $80.0 million Facility. The amount aaflié under our Facility may be increased up to $16dllion, subject to the
approval of the administrative agent and the idieation of lenders willing to make available adalital amounts. On January 19, 2012, we
entered into an amendment to the Facility, whitlextends the maturity date of our Facility to Jawyul9, 2015 and provides for one 12-
month extension option exercisable by us, subguogng other things, to there being an absence efant of default under the Facility anc
our payment of an extension fee, (ii) modifies a@ipplicable LIBOR margin to range from 2.50% to 346epending on the ratio of our
outstanding consolidated indebtedness to the \afloar consolidated gross asset value, (iii) presithat outstanding borrowings under our
Facility are limited to the lesser of $80.0 million60% of the value of the borrowing base propsréind (iv) provides that we pay an annual
unused facility fee in an amount equal to 0.25%.86% depending on the unused portion of the Faciliur unused facility fee was $68,000
and $100,000, respectively, for the three montlaedMarch 31, 2012 and 2011. Our Facility includegries of financial and other
covenants requiring, among other things, the maartee of maximum leverage ratios and minimum fisegderage ratios that we must
comply with in order to borrow under the Facili}e guarantee the obligations of the borrower (allyfawned subsidiary) under our
Facility. See “Recent Developments-Amendments to &anior Revolving Credit Facility” in this QuareReport on Form 10-Q for
additional information regarding the amendmentsupFacility. As of March 31, 2012, there were morbwings outstanding and eleven
properties were in the borrowing base under ouilifadVe were in compliance with our financial cavants under the Facility at March 31,
2012 and December 31, 2011.

In addition, we have a Term Loan with an outstagdialance of approximately $10.1 million as of Ma8d, 2012 that matures on
February 22, 2013, subject to one six-month extenskercisable by us subject to certain conditibmerest on the Term Loan will generally
be based upon, at our option, either (i) LIBOR [BUE0% or (ii) the applicable base rate which esdheater of the administrative agent’s
prime rate plus 1.00%, 0.50% above the federaldgffctive rate, or thirty-day LIBOR plus 3.50% fdBOR rate loans under the Term
Loan. The Term Loan includes a series of finanaial other covenants that are similar to the cousriarthe Facility. We guarantee the
obligations of the borrower (a wholly-owned subaigt) under the Term Loan. We were in compliancé vig financial covenants at
March 31, 2012 and December 31, 2011.
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As of March 31, 2012 and December 31, 2011, weduastanding mortgage loans payable of approxim&®&8,0 million and $38.3
million, respectively, and held cash and cash eaaivs totaling approximately $16.8 million andZsillion, respectively.

The following table summarizes our debt maturitpdcipal payments, capitalization ratios, EBITD#djusted EBITDA, interest
coverage and debt ratios as of and for the thregtmanded March 31, 2012 (dollars in thousands):

Mortgage
Credit Term Loan Loans
Facility Payable Payable Total Debt
2012 (9 months) $— $ — $ 1,12( $ 1,12
2013 — 10,05( 1,564 11,61«
2014 — — 1,64¢ 1,64¢
2015 — — 20,78¢ 20,78¢
2016 — — 1,10¢ 1,10¢
Thereafte — — 31,22¢ 31,22¢
Subtotal — 10,05( 57,45 67,50:
Unamortized net premiun — — 56¢ 56¢
Total $— $ 10,05( $58,02: $68,07:
Weighted Average Interest R n/a 3.8% 4.£% 4.7%
Total Deb-to-Total Investments in Properti? 24.%%
Total Deb-to-Total Market Capitalizatio? 26.2%
Floating Rate Debt as a % of Total D 14.€%
EBITDA 3 $ 2,57C
Adjusted EBITDA4 $ 3,38t
Interest Coverags 3.2x
Total Deb-to-Adjusted EBITDAS 5.Cx
Weighted Average Maturity (year 5.4

Total debt-to-total investments in properties ikgkted as total debt, including premiums, dividgdtotal investments in properties as
of March 31, 2012

Total debt-to-total market capitalization is calted as total debt, including premiums, dividedviarket equity capitalization plus total
debt, including premiums, as of March 31, 2C

Earnings before interest, taxes, depreciation amargzation (“EBITDA”) for the three months ended March 31, 2012. EBITbAstct
period includes acquisition costs of approximagy7 million. See “Non-GAAP Financial Measures'tiiis Quarterly Report on Form
10-Q for a reconciliation of EBITDA from net andraprehensive loss available to common stockholdedsaadiscussion of why we
believe EBITDA is a useful supplemental measureuwfoperating performanc

Earnings before interest, taxes, depreciation amariization, acquisition costs and stock-based @rsation (“Adjusted EBITDA”) for
the three months ended March 31, 2012. See “Non{&Ailsancial Measures” in this Quarterly Report onnfr 10-Q for a
reconciliation of Adjusted EBITDA from net and corepensive loss available to common stockholdersaagidcussion of why we
believe Adjusted EBITDA is a useful supplementabswae of our operating performan

Interest coverage is calculated as Adjusted EBITdDAded by interest expense, including amortizati®ee “Non-GAAP Financial
Measures” in this Quarterly Report on FormQaer a reconciliation of Adjusted EBITDA from nahd comprehensive loss available
common stockholders and a discussion of why weebelAdjusted EBITDA is a useful supplemental measidrour operating
performance

Total debt-to-Adjusted EBITDA is calculated as tatabt, including premiums, divided by annualizedjusted EBITDA. See “Non-
GAAP Financial Measures” in this Quarterly RepartForm 10-Q for a reconciliation of Adjusted EBITO®wm net and
comprehensive loss available to common stockholaledsa discussion of why we believe Adjusted EBITBA useful supplemental
measure of our operating performar
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The following table sets forth the cash dividend&lr payable per share during the three montdecMarch 31, 2012 and 2011:

Dividend
For the Three Months Ended per Share Declaration Date Record Date Date Paid
March 31, 2012 $ 0.1C February 21, 201 April 5, 2012 April 19, 2012
March 31, 201: $ 0.1C February 17, 201 April 5, 2011 April 19, 2011

Sources and Uses of Cash

Our principal sources of cash are cash from opmratiborrowings under mortgage and term loans peygadal draws on our Facility.
Our principal uses of cash are asset acquisitiels, service, capital expenditures, operating crstiscorporate overhead costs.

Cash From Operating Activities. Net cash provided by (used in) operating activitegaled approximately $0.7 million for the three
months ended March 31, 2012 compared to approxiyngit@.5 million) for the three months ended MaBd) 2011. This increase in cash
provided by operating activities is attributabldgasing and higher cash flows from property adgtjorss during 2011 and 2012.

Cash From Investing Activities. Net cash used in investing activities was $9.3iamland $8.7 million, respectively, for the threenths
ended March 31, 2012 and 2011, which consists pilyrat property acquisitions of $6.1 million an&.$ million, respectively.

Cash From Financing Activities. Net cash provided by (used in) financing activitiess $22.1 million and ($0.2 million), respectively
for the three months ended March 31, 2012 and 20kith consists primarily of $54.7 million in prasss, net of issuance costs paid of
approximately $0.3 million and borrowings on moggdoans payable of $20.1 million, less paymenttheracility and Term Loan of
approximately $51.0 million for the three monthsled March 31, 2012 and scheduled debt principaineays for the three months ended
March 31, 2011.

Critical Accounting Policies
A summary of our critical accounting policies i$ f@th in our Annual Report on Form 10-K for theay ended December 31, 2011.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangemieatiive or are reasonably likely to have a cueifiture effect on our financial
condition, changes in financial condition, revenaesxpenses, results of operations, liquidity jiedyexpenditures or capital resources tha
material to investors.

Contractual Obligations

As of May 7, 2012, we had three outstanding cotdraith thirdparty sellers to acquire three industrial propertiEhere is no assurar
that we will acquire the properties under contl@tause the proposed acquisitions are subjecetoatimpletion of satisfactory due diligence,
various closing conditions and the consent of tetgage lender. The following table summarizesaiernformation with respect to the
properties we have under contract:

Number of Purchase Pric¢ Assumed Deb

Market Buildings Square Fee (in thousands) (in thousands;
Los Angeles 6 707,00( $ 68,50( $ —
Miami — — — —
Northern New Jersey/New Yo — — — —
San Francisco Bay Are — — — —
Seattle — — — —

Washington, D.C./Baltimor 1 66,00( 6,66( 3,60(

Total 7 773,00( $ 75,16( $ 3,60(
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The following table summarizes our contractual gdgions due by period as of March 31, 2012 (dollathousands):

Less than More than
Contractual Obligations 1 Year 1-3 Years 3-5 Years 5 Years Total
Debt $11,56¢ $3,27¢ $21,71¢ $30,947 $ 67,50:
Debt Interest Paymen 3,00( 5,20¢ 3,53¢ 3,982 15,72
Purchase Obligatior 75,16( — — — 75,16(
Total $89,72: $8,47¢ $25,250 $34,92¢ $158,38:

Non-GAAP Financial Measures

We use the following non-GAAP financial measurest thie believe are useful to investors as a keylsupgntal measure of our
operating performance: funds from operations, dFEBITDA, Adjusted EBITDA, net operating income,MOI, and same store NOI. FF
EBITDA, Adjusted EBITDA, NOI and same store NOI shibnot be considered in isolation or as a sulistitor measures of performance in
accordance with GAAP. Further, our computation BOF EBITDA, Adjusted EBITDA, NOI and same store N@&y not be comparable to
FFO, EBITDA, Adjusted EBITDA, NOI and same store N€ported by other companies.

We compute FFO in accordance with standards estaaliby the National Association of Real Estatestwment Trusts (“NAREIT"),
which defines FFO as net income (loss) (determinedtcordance with GAAP), excluding gains (lossewh sales of property and
impairment write-downs of depreciable real estphes depreciation and amortization on real estsgeta and after adjustments for
unconsolidated partnerships and joint venturesdwhre calculated to reflect FFO on the same baafs)believe that presenting FFO
provides useful information to investors regarding operating performance because it is a mea$urer@perations without regard to
specified non-cash items, such as real estate dapiom and amortization and gain or loss on shlseets.

We believe that FFO is a meaningful supplementalsuee of our operating performance because hiatarixst accounting for real
estate assets in accordance with GAAP implicitguases that the value of real estate assets diremistedictably over time. Since real estate
values have historically risen or fallen with markenditions, many industry investors and analistge considered the presentation of
operating results for real estate companies thahistorical cost accounting alone to be insuffitié\s a result, we believe that the use of
FFO, together with the required GAAP presentatipngyide a more complete understanding of our dpeygerformance.

The following table reflects the calculation of FIF€zonciled from net and comprehensive loss aveitelcommon stockholders for t
three months ended March 31, 2012 and 2011 (dafiatousands except per share data):

For the Three Months Ended March 31,

2012 2011 $ Change % Change
Net and comprehensive loss available to com
stockholder«®) $ (267) $ (1,30¢) $1,03¢ (79.6)%
Depreciation and amortizatic
Total depreciation and amortizati 1,82t 95¢ 86¢€ 90.5%
Non-real estate depreciatit (29 (23 (6) 26.1%
Funds from operatior $ 1,52¢ $ (370 $1,89¢ n/e
Basic and diluted FFO per common sk $ 0.12 $ (0.09 $ 0.1¢€ n/e
Weighted average basic and diluted common st 12,686,57 9,132,76!

Includes expensed acquisition costs of $0.7 miléiad $0.3 million, respectivel

We compute EBITDA as earnings before interest,dael depreciation and amortization. We computeigtdfl EBITDA as earnings
before interest, taxes, depreciation and amortimatcquisition costs and stock-based compensatierbelieve that presenting EBITDA and
Adjusted EBITDA provides useful information to irsters regarding our operating performance becdugsedre measures of our operations
on an unleveraged basis before the effects ohtax;cash depreciation and amortization expensedaqudisition costs and stock-based
compensation with regard to Adjusted EBITDA). Byclkexling interest expense, EBITDA and Adjusted EBN &8llow investors to measure
our operating

22



Table of Contents

performance independent of our capital structuckiadebtedness and, therefore, allow for more nmegini comparison of our operating
performance between quarters as well as annualdseaind for the comparison of our operating peréoroe to that of other companies, both
in the real estate industry and in other industdeswe are currently in a growth phase, acquisitiosts are excluded from Adjusted EBITDA
to allow for the comparison of our operating perfance to that of stabilized companies.

The following table reflects the calculation of HBIA and Adjusted EBITDA reconciled from net and qmehensive loss available to
common stockholders for the three months ended iIM3it¢ 2012 and 2011 (dollars in thousands):

For the Three Months Ended March 31,

2012 2011 $ Change % Change

Net and comprehensive loss available to com

stockholderd $ (267) $ (2,30¢6) $1,03¢ (79.6%
Depreciation and amortizatic 1,82¢ 95¢ 86¢€ 90.5%
Interest expense, including amortizat 1,012 36¢€ 644 175.(%
EBITDA $ 2,57( $ 21 $ 2,54¢ 12138.%
Stocl-based compensatic 101 351 (250) (71.2%
Acquisition costs 714 282 432 153.2%
Adjusted EBITDA $ 3,38¢ $ 654 $2,731 417.%

! Includes expensed acquisition costs of $0.7 miléiad $0.3 million, respectivel

We compute NOI as rental revenues, including tee&pénse reimbursements, less property operatipgnses. We compute same s
NOI as rental revenues, including tenant experisgirsements, less property operating expensessama store basis. NOI excluc
depreciation, amortization, general and administagxpenses, acquisition costs and interest expéie compute cadbasis same store Nt
as same store NOI excluding straight-line rentsamdrtization of lease intangibles. The same stor# includes all properties that were
owned as of December 31, 2010. As of March 31, 20f2same store pool consisted of 12 propertigeeggting approximately 2.4 million
square feet. We believe that presenting NOI, sdore 81Ol and cash-basis same store NOI providdsiluséormation to investors regarding
our operating performance because the operatindfsem a same store basis are directly compafediie period to period.

The following table reflects the calculation of N@ame store NOI and cash-basis same store NQicibed from net and
comprehensive loss available to common stockholiderthe three months ended March 31, 2012 and 2@dlfars in thousands):

For the Three Months Ended March 31,

2012 2011 $ Change % Change
Net and comprehensive loss available to com
stockholder«®) $ (267) $ (1,30¢) $1,03¢ (79.6)%
Depreciation and amortizatic 1,82t 95¢ 86¢€ 90.5%
General and administrati 1,41¢ 1,60¢ (299) (12)%
Acquisition costs 714 282 43z 153.2%
Total other income and expen: 1,011 364 647 177.%
Net operating incom 4,69¢ 1,90 2,791 146./%
Less non same store N (2,187) 16 (2,207) n/e
Same store NC $ 2,511 $ 1,92¢ $ 58¢ 30.6%
Less straight-line rents and amortization of lease
intangibles® (577) (194) (383) 197.%%
Casl-basis same store N( $ 1,934 $ 1,72¢ $ 20t 11.9%
! Includes expensed acquisition costs of $0.7 miléiad $0.3 million, respectivel

Includes straigl-line rents and amortization of lease intangibleslie same store pool on

Item 3. Quantitative and Qualitative Disclosure Abait Market Risk

Market risk includes risks that arise from chanigasterest rates, foreign currency exchange ramsmodity prices, equity prices and
other market changes that affect market sensitistiments. In pursuing our business strategies,
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the primary market risk which we are exposed fatisrest rate risk. We are exposed to interestataémges primarily as a result of debt used
to maintain liquidity, fund capital expendituresdagxpand our investment portfolio and operations. &%k to limit the impact of interest rate
changes on earnings and cash flows and to loweowmrall borrowing costs. As described below, safheur outstanding debt bears interest
at variable rates, and we expect that some ofudurd outstanding debt will have variable intereg¢s. We may use interest rate caps to
manage our interest rate risks relating to ouraldei rate debt. We expect to replace variabledal¢ on a regular basis with fixed rate, long-
term debt to finance our assets and operations.

As of March 31, 2012, we had no borrowings outsitamdnder our Facility and $10.1 million under dwrm Loan. Amounts borrowed
under Term Loan bear interest at variable ratesdan LIBOR plus an applicable LIBOR margin, whicterest rate was 3.50% as of
March 31, 2012. If the LIBOR rate fluctuates by®@ interest expense would increase or decreapendang on rate movement, future
earnings and cash flows by approximately $25,00Walty on the total of the outstanding balanceswanFacility and Term Loan as of
March 31, 2012.

Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management has evaluated, under the supenrasmbmith the participation of our Chief Execut®éicer and Chief Financial
Officer, the effectiveness of our disclosure colstand procedures (as defined in Rules 13a-15¢@)L&d-15(e) under the Exchange Act), and
has concluded that as of the end of the periodreavay this report, our disclosure controls andcpdures were effective to give reasonable
assurance that information required to be discldigeds in the reports that we file or submit unither Exchange Act is recorded, processed,
summarized and reported within the time periodi§ipe in the Securities and Exchange Commissiom'ss and forms and is accumulated
and communicated to our management, including digf@&xecutive Officer and Chief Financial Officais appropriate to allow timely
decisions regarding required disclosures.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control éwancial reporting during the quarter ended Ma3th2012 that have materially
affected, or are reasonably likely to materiallfeef, our internal control over financial reporting

PART Il. OTHER INFORMATION

Item 1. Legal Proceedings
We are not involved in any material litigation nto,our knowledge, is any material litigation thiesed against us.

ltem 1A. Risk Factors

There have been no material changes to the ristirfadisclosed in the Company’s Annual Report omF20-K for the year ended
December 31, 2011.

Item 2. Unregistered Sale of Equity Securities and Use ofréceeds
(a) Not Applicable.
(b) Not Applicable.
(c) Issuer Purchases of Equity Securities.
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(c) Total (d) Maximum
Number of Number (or
Shares Approximate
Purchased a Dollar Value) of
Shares that May
(a) Total Number Part of Yet be Purchasec
(b) Average Price Publicly
of Shares of Paid per Commor Announced Under the Plan o1
Common Stock Plans or
Period Purchased Share Programs Program
January 1, 2012 - January 31, 201 — $ — N/A N/A
February 1, 201- February 29, 201 3,914(2) 14.2( N/A N/A
March 1, 201Z- March 31, 201 672(1) 14.1¢ N/A N/A
4,58¢ $ 14.1¢ N/A N/A

(1) Represents shares of Common Stock surrendgrethployees to the Company to satisfy such empkiyar withholding obligations i
connection with the vesting of restricted stc

Item 3. Defaults Upon Senior Securitie:
None.
Item 4. Mine Safety Disclosures

Not Applicable.

Item 5. Other Information
None.

ltem 6. Exhibits

Exhibit

Number Exhibit Description

31.1* Rule 13i-14(a)/15+-14(a) Certification dated May 7, 201

31.2* Rule 13i-14(a)/15+-14(a) Certification dated May 7, 201

32.1** 18 U.S.C. § 1350 Certification dated May 7, 2C

32.2%* 18 U.S.C. § 1350 Certification dated May 7, 2C

101 *** The following materials from Terreno Realty Corpgara’s Quarterly Report on Form 10-Q for the quageded March 31,

2012, formatted in XBRL (eXtensible Business Reipgrtanguage): (i) Consolidated Balance SheelsC@insolidated
Statements of Operations and Comprehensive La$< ¢nsolidated Statement of Equity, (iv) Consalield Statements of
Cash Flows and (v) Condensed Notes to Consolidétezhcial Statement

* Filed herewith
**  Furnished herewitf
***  pursuant to Rule 406T of Regulation S-T, thésteractive data files are deemed not filed or p&# registration statement or prospectus

for purposes of Sections 11 or 12 of the Securhigtsof 1933 or Section 18 of the Securities ExaeAct of 1934 and otherwise are
not subject to liability under these sectia
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the registrant has duly causisdréport to be signed on its behalf
by the undersigned thereunto duly authorized.

Terreno Realty Corporatic

May 7, 2012 By: /s/ W. Blake Baird
W. Blake Baird
Chairman and Chief Executive Offic

May 7, 2012 By: /s/ Michael A. Coke
Michael A. Coke
President and Chief Financial Offic
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Exhibit Index
Exhibit
Number Exhibit Description
31.1* Rule 13i-14(a)/15+-14(a) Certification dated May 7, 201
31.2* Rule 13i-14(a)/15+-14(a) Certification dated May 7, 201
32.1%* 18 U.S.C. § 1350 Certification dated May 7, 2C
32.2%* 18 U.S.C. § 1350 Certification dated May 7, 2C
101 x** The following materials from Terreno Realty Corpgara’s Quarterly Report on Form 10-Q for the quageded March 31,

2012, formatted in XBRL (eXtensible Business Repgrtanguage): (i) Consolidated Balance SheelsC@nsolidated
Statements of Operations and Comprehensive La$< ¢nsolidated Statement of Equity, (iv) Consalield Statements of
Cash Flows and (v) Condensed Notes to Consolidétezhcial Statement

* Filed herewith

**  Furnished herewitt

***  pPursuant to Rule 406T of Regulation S-T, thésteractive data files are deemed not filed or p&# registration statement or prospectus
for purposes of Sections 11 or 12 of the Securhigtsof 1933 or Section 18 of the Securities ExgfeAct of 1934 and otherwise are
not subject to liability under these sectia
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Exhibit 31.1

Certification

I, W. Blake Baird, certify that:

1.
2.

I have reviewed this Quarterly Report on Forr-Q of Terreno Realty Corporatio

Based on my knowledge, this report does notatoriny untrue statement of a material fact or donéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such
evaluation; ant

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(@) All significant deficiencies and material weaknes in the design or operation of internal céotrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sagmifiole in the registrant’s
internal control over financial reportin

Date: May 7, 2012

/s/ W. Blake Baird
Chairman and Chief Executive Offic
(Principal Executive Officer
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Exhibit 31.2

Certification

I, Michael A. Coke, certify that:

1.
2.

I have reviewed this Quarterly Report on Forr-Q of Terreno Realty Corporatio

Based on my knowledge, this report does notatoriny untrue statement of a material fact or donéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such
evaluation; ant

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent

functions):

(@) All significant deficiencies and material weaknes in the design or operation of internal céotrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sagmifiole in the registrant’s
internal control over financial reportin

Date: May 7, 2012

/s/ Michael A. Coke
President and Chief Financial Offic
(Principal Financial Officer
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Exhibit 32.1

Certification

The undersigned officer, who is the Chief Executdféicer of Terreno Realty Corporation (the “Compgnhereby certifies to the best of his
knowledge, that the Company’s Quarterly Report om10-Q to which this certification is attacheldeg(t'Report”), as filed with the
Securities and Exchange Commission on the datehdodly complies with the requirements of Sectib®(a) or 15(d), as applicable, of the
Securities Exchange Act of 1934, as amended, atdth information contained in the Report fairhegents, in all material respects, the
financial condition and results of operations & @ompany.

Date: May 7, 2012

/s/ W. Blake Baird
Chairman and Chief Executive Offic
(Principal Executive Officer
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Exhibit 32.2

Certification

The undersigned officer, who is the Chief Finan€#ficer of Terreno Realty Corporation (the “Comp8nhereby certifies to the best of his
knowledge, that the Company’s Quarterly Report om10-Q to which this certification is attacheldeg(t'Report”), as filed with the
Securities and Exchange Commission on the datehdodly complies with the requirements of Sectib®(a) or 15(d), as applicable, of the
Securities Exchange Act of 1934, as amended, atdth information contained in the Report fairhegents, in all material respects, the
financial condition and results of operations & @ompany.

Date: May 7, 2012

/s/ Michael A. Coke
President and Chief Financial Offic
(Principal Financial Officer
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