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If the only securities being registered on this form are being offered pursuant to dividend or interest reinvestment
plans, please check the following box:

If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, check the following box: x

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act of
1933, please check the following box and list the Securities Act of 1933 registration statement number of the earlier
effective registration statement for the same offering. o

If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act of 1933, check the
following box and list the Securities Act of 1933 registration statement number of the earlier effective registration
statement for the same offering. o

If this form is a registration statement pursuant to General Instruction I.D or a post-effective amendment thereto that
shall become effective upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the
following box. o

If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.D filed to
register additional securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check

the following box. o

CALCULATION OF REGISTRATION FEE

Proposed
Proposed maximum Amount of
Title of each class of securities Amount to be  maximum offering aggregate offering  registration Fee
to be registered registered price per share (1) price (3) 3)
Common shares of beneficial interest
classified as common stock, par value 17,823,195 shares
$.0001 per share () $2.145 $1.0 $0

(1)Estimated pursuant to Rule 457(c) under the Securities Act solely for the purpose of calculating the registration fee
based upon the average of the high and low reported sale prices of the common shares on The New York Stock
Exchange on March 6, 2009.

(2)Estimated pursuant to Rule 457(c) under the Securities Act solely for the purpose of calculating the registration fee
to be paid. Represents the number of common shares that would be issuable upon exchange of the initial issuance
amount 5.45% Exchangeable Guaranteed Notes due 2027 at the initial exchange rate of 39.6071 common shares
per $1,000 principal amount of the notes (it being understood that the Registrant is only entitled to issue common
shares with respect to the exchange value that is in excess of $1,000 per note). Pursuant to Rule 416 under the
Securities Act, this Registration Statement also covers such number of additional securities as may be issued to
prevent dilution from stock splits, stock dividends or similar transactions.

(3)In accordance with Rule 415(a)(6) under the Securities Act, the registrant is potentially including 17,823,195
shares of beneficial interest, classified as common stock, unsold on its Registration Statement on Form S-3 (No.
333-142820) filed on May 10, 2007. The registrant will identify in a pre-effective amendment to this registration
statement the exact amount of the unsold securities to be included pursuant to Rule 415(a)(6) and the amount of
any new securities to be registered.

The registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its
effective date until the registrant will file a further amendment which specifically states that this Registration
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Statement will thereafter become effective in accordance with Section 8(a) of the Securities Act of 1933 or until this
Registration Statement will become effective on such date as the Commission, acting pursuant to said Section 8(a),
may determine.
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The information contained in this prospectus is not complete and may be changed. We may not sell these securities
offered by this prospectus until the registration statement filed with the Securities and Exchange Commission is
effective. This prospectus does not constitute an offer to sell or a solicitation of an offer to buy any securities in any
state where an offer or solicitation is not permitted.

PRELIMINARY — SUBJECT TO COMPLETION — MARCH 11, 2009
PROSPECTUS
Lexington Realty Trust
17,823,195 Common Shares of Beneficial Interest

Our former operating partnership, The Lexington Master Limited Partnership, issued and sold $450,000,000 aggregate
principal amount of 5.45% Exchangeable Guaranteed Notes due 2027, or the “notes,” in private transactions exempt
from registration under the Securities Act of 1933, as amended, or the “Securities Act.” On December 31, 2008, The
Lexington Master Limited Partnership was merged with and into us and we assumed the notes pursuant to a
supplemental indenture. Under certain circumstances, we may issue our shares of beneficial interest classified as
common stock, par value $0.0001 per share, or common shares, upon the exchange or redemption of the notes. In such
circumstances, the recipients of such common shares, whom we refer to as the selling shareholders, may use this
prospectus to resell from time to time the common shares that we may issue to them upon the exchange or redemption
of the notes. Additional selling shareholders may be named by future prospectus supplements, post-effective
amendments or in filings we make with the Securities and Exchange Commission under the Exchange Act of 1934, as
amended, which are incorporated by reference in this prospectus.

The registration of the common shares covered by this prospectus does not necessarily mean that any of the selling
shareholders will exchange their notes for our common shares or that any common shares received upon exchange or
redemption of the notes will be sold by the selling shareholders. Pursuant to the terms of the notes, upon an exchange
of the notes, we are required to deliver cash or a combination of cash and common shares with an aggregate value,
which we refer to as the “exchange value,” equal to the exchange rate multiplied by the average price of the common
shares as follows: (1) an amount in cash, which we refer to as the “principal return,” equal to the lesser of (a) the
principal amount of the exchanged notes and (b) the exchange value; and (2) if the exchange value is greater than the
principal return, an amount with a value equal to the difference between the exchange value and the principal return,
which we refer to as the “net amount.” The net amount may be paid, at our option, in cash, common shares or a
combination of cash and common shares. We may also enter into negotiated transactions with the selling shareholders
outside of the terms of the notes, pursuant to which we will exchange the notes for our common shares.

We will receive no proceeds from any issuance of our common shares to the selling shareholders or from any sale of
such common shares by the selling shareholders, but we have agreed to pay certain registration expenses relating to
such common shares. The selling shareholders from time to time may offer and sell the common shares held by them
directly or through agents or broker-dealers on terms to be determined at the time of sale, as described in more detail
in this prospectus.

To ensure that we maintain our qualification as a real estate investment trust, or “REIT,” under the applicable provisions
of the Internal Revenue Code of 1986, as amended, ownership of our equity securities by any person is subject to
certain limitations. See “Certain Provisions of Maryland Law and of our Declaration of Trust and Bylaws—Restrictions
Relating to REIT Status.”
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Our common shares are listed on the New York Stock Exchange under the symbol “LXP”. On March 10, 2009, the last
reported sale price of our common shares on the New York Stock Exchange was $2.33 per share.

Investing in our common shares involves risks. See “Risk Factors” referred to on page 5 of this prospectus before
investing in our securities.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a
criminal offense.

The date of this prospectus is
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You should rely only on the information contained in this prospectus, in an accompanying prospectus supplement or
incorporated by reference herein or therein. We have not authorized anyone to provide you with information or make
any representation that is different. If anyone provides you with different or inconsistent information, you should not
rely on it. This prospectus and any accompanying prospectus supplement do not constitute an offer to sell or a
solicitation of an offer to buy any securities other than the registered securities to which they relate, and this
prospectus and any accompanying prospectus supplement do not constitute an offer to sell or the solicitation of an
offer to buy securities in any jurisdiction where, or to any person to whom, it is unlawful to make such an offer or
solicitation. You should not assume that the information contained in this prospectus and any accompanying
prospectus supplement is correct on any date after the respective dates of the prospectus and such prospectus
supplement or supplements, as applicable, even though this prospectus and such prospectus supplement or
supplements are delivered or common shares are sold pursuant to the prospectus and such prospectus supplement or
supplements at a later date. Since the respective dates of the prospectus contained in this registration statement and
any accompanying prospectus supplement, our business, financial condition, results of operations and prospects may
have changed.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, which
we refer to as the SEC, using a “shelf” registration process or continuous offering process. Under this shelf registration
process, the selling shareholders may, from time to time, sell the securities described in this prospectus in one or more
offerings. This prospectus provides you with a general description of the securities that may be offered by the selling
shareholders. We may also file, from time to time, a prospectus supplement or an amendment to the registration
statement of which this prospectus forms a part containing additional information about the selling shareholders and
the terms of the offering of the securities. That prospectus supplement or amendment may include additional risk
factors or other special considerations applicable to the securities. Any prospectus supplement or amendment may also
add, update, or change information in this prospectus. If there is any supplement or amendment, you should rely on
the information in that prospectus supplement or amendment.

This prospectus and any accompanying prospectus supplement do not contain all of the information included in the
registration statement. For further information, we refer you to the registration statement and any amendments to such
registration statement, including its exhibits. Statements contained in this prospectus and any accompanying
prospectus supplement about the provisions or contents of any agreement or other document are not necessarily
complete. If the SEC’s rules and regulations require that an agreement or document be filed as an exhibit to the
registration statement, please see that agreement or document for a complete description of these matters.

You should read both this prospectus and any prospectus supplement together with additional information described
below under the heading “Where You Can Find More Information.” Information incorporated by reference with the SEC
after the date of this prospectus, or information included in any prospectus supplement or an amendment to the
registration statement of which this prospectus forms a part, may add, update, or change information in this prospectus
or any prospectus supplement. If information in these subsequent filings, prospectus supplements or amendments is
inconsistent with this prospectus or any prospectus supplement, the information incorporated by reference or included

in the subsequent prospectus supplement or amendment will supersede the information in this prospectus or any

earlier prospectus supplement. You should not assume that the information in this prospectus or any prospectus
supplement is accurate as of any date other than the date on the front of each document.

All references to the “Company,” “we” and “us” in this prospectus means Lexington Realty Trust and all entities owned or
controlled by us except where it is clear that the term means only the parent company. The term “you” refers to a
prospective investor.

CAUTIONARY STATEMENTS CONCERNING FORWARD-LOOKING INFORMATION

This prospectus and the information incorporated by reference in this prospectus include “forward-looking statements”
within the meaning of Section 27A of the Securities Act of 1933, as amended, or the “Securities Act,” and Section 21E
of the Securities Exchange Act of 1934, as amended, or the “Exchange Act,” and as such may involve known and
unknown risks, uncertainties and other factors that may cause our actual results, performance or achievements to be
materially different from future results, performance or achievements expressed or implied by these forward-looking
statements. Forward-looking statements, which are based on certain assumptions and describe our future plans,

strategies and expectations, are generally identifiable by use of the words “may,” “will,” “should,” “expect,” “anticipate,”

“estimate,” “believe,” “intend,” “project,” or the negative of these words or other similar words or terms. Factors which could
have a material adverse effect on our operations and future prospects include, but are not limited to:

e changes in general business and economic conditions;

® competition;
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® increases in real estate construction costs;
¢ changes in interest rates;
e changes in accessibility of debt and equity capital markets; and

e the other risk factors set forth in our Annual Report on Form 10-K filed on March 2, 2009, and in any other
documents incorporated by reference in this prospectus, including without limitation any updated risks included in
our subsequent periodic reports.

These risks and uncertainties should be considered in evaluating any forward-looking statements contained or
incorporated by reference in this prospectus. We caution you that any forward-looking statement reflects only our
belief at the time the statement is made. Although we believe that the expectations reflected in the forward-looking
statements are reasonable, we cannot guarantee our future results, levels of activity, performance or achievements.
Except as required by law, we undertake no obligation to update any of the forward-looking statements to reflect
events or developments after the date of this prospectus.
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OUR COMPANY

We are a self-managed and self-administered real estate investment trust, or a REIT, formed under the laws of the
State of Maryland. Our primary business is the acquisition, ownership and management of a geographically diverse
portfolio of net leased office and industrial properties. Substantially all of our properties are subject to triple net
leases, which are generally characterized as leases in which the tenant bears all or substantially all of the costs and
cost increases for real estate taxes, utilities, insurance and ordinary repairs and maintenance.

We elected to be taxed as a REIT under Sections 856 through 860 of the Internal Revenue Code of 1986, as amended,
or the “Code,” commencing with our taxable year ended December 31, 1993. If we qualify for taxation as a REIT, we
generally will not be subject to federal corporate income taxes on our net income that is currently distributed to
shareholders.

Our principal executive offices are located at One Penn Plaza, Suite 4015, New York, New York 10119-4015 and our
telephone number is (212) 692-7200.

RISK FACTORS

Investing in our securities involves risks and uncertainties that could affect us and our business as well as the real
estate industry generally. You should carefully consider the risks described and discussed under the caption “Risk
Factors” included in our Annual Report on Form 10-K filed on March 2, 2009, and in any other documents
incorporated by reference in this prospectus, including without limitation any updated risks included in our subsequent
periodic reports. These risk factors may be amended, supplemented or superseded from time to time by risk factors
contained in any prospectus supplement or post-effective amendment we may file or in other reports we file with the
Commission in the future. In addition, new risks may emerge at any time and we cannot predict such risks or estimate
the extent to which they may affect our financial performance.

USE OF PROCEEDS

We are filing the registration statement of which this prospectus forms a part pursuant to our contractual obligation to
the holders of the notes named in the section entitled “Selling Shareholders.” We will not receive any of the proceeds
from the resale of our common shares covered by this prospectus from time to time by such selling shareholders.

The selling shareholders will pay any underwriting discounts and commissions and expenses they incur for brokerage,
accounting, tax or legal services or any other expenses they incur in disposing of the common shares. We will bear all
other costs, fees and expenses incurred in effecting the registration of the common shares covered by this prospectus.
These may include, without limitation, all registration and filing fees, New York Stock Exchange listing fees, fees and
expenses of our counsel and accountants, and blue sky fees and expenses.

2
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DESCRIPTION OF OUR COMMON SHARES

The following summary of the material terms and provisions of our common shares does not purport to be complete
and is subject to the detailed provisions of our declaration of trust and our By-Laws, each as supplemented, amended

or restated, each of which is incorporated by reference into this prospectus. You should carefully read each of these
documents in order to fully understand the terms and provisions of our common shares. For information on
incorporation by reference, and how to obtain copies of these documents, see the section entitled “Where You Can Find
More Information” on page 31 of this prospectus.

General

Under our declaration of trust, we have the authority to issue up to 1,000,000,000 shares of beneficial interest, par
value $0.0001 per share, of which 400,000,000 shares are classified as common shares, 500,000,000 are classified as
excess stock, or excess shares, and 100,000,000 shares are classified as preferred stock, or preferred shares.

Terms

Subject to the preferential rights of any other shares or series of equity securities and to the provisions of our
declaration of trust regarding excess shares, holders of our common shares are entitled to receive dividends on our
common shares if, as and when authorized by our board of trustees and declared by the Company out of assets legally
available therefor and to share ratably in those of our assets legally available for distribution to our shareholders in the
event that we liquidate, dissolve or wind up, after payment of, or adequate provision for, all of our known debts and
liabilities and the amount to which holders of any class of shares classified or reclassified or having a preference on
distributions in liquidation, dissolution or winding up have a right.

Subject to the provisions of our declaration of trust regarding excess shares, each outstanding common share entitles
the holder to one vote on all matters submitted to a vote of shareholders, including the election of trustees and, except
as otherwise required by law or except as otherwise provided in our declaration of trust with respect to any other class
or series of shares, the holders of our common shares will possess exclusive voting power. There is no cumulative
voting in the election of trustees, which means that the holders of a majority of our outstanding common shares can
elect all of the trustees then standing for election, and the holders of the remaining common shares will not be able to
elect any trustees.

Holders of our common shares have no conversion, sinking fund, redemption rights or preemptive rights to subscribe
for any of our securities.

We furnish our shareholders with annual reports containing audited consolidated financial statements and an opinion
thereon expressed by an independent public accounting firm.

Subject to the provisions of our declaration of trust regarding excess shares, all of our common shares will have equal
dividend, distribution, liquidation and other rights and will generally have no preference, appraisal or exchange rights.

Pursuant to Maryland statutory law governing real estate investment trusts organized under Maryland law, a real estate
investment trust generally cannot amend its declaration of trust or merge unless approved by the affirmative vote of
shareholders holding at least two-thirds of the shares entitled to vote on the matter unless a lesser percentage (but not
less than a majority of all of the votes entitled to be cast on the matter) is set forth in our declaration of trust. Our
declaration of trust provides that those actions, with the exception of certain amendments to our declaration of trust for
which a higher vote requirement has been set, will be valid and effective if authorized by holders of a majority of the
total number of shares of all classes outstanding and entitled to vote thereon.

10
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Restrictions on Ownership

For the Company to qualify as a REIT under the Internal Revenue Code of 1986, as amended (which is commonly
referred to as the Code), not more than 50% in value of its outstanding capital shares may be owned, directly or
indirectly, by five or fewer individuals (as defined in the Code to include certain entities) during the last half of a
taxable year. To assist the Company in meeting this requirement, the Company may take certain actions to limit the
beneficial ownership, directly or indirectly, by a single person of the Company's outstanding equity securities. See
“Certain Provisions of Maryland Law and Our Declaration of Trust” below.

Transfer Agent
The transfer agent and registrar for our common shares is BNY Mellon Shareowner Services.

3
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CERTAIN PROVISIONS OF MARYLAND LAW AND OF OUR DECLARATION OF TRUST
AND BYLAWS

This summary does not purport to be complete and is qualified in its entirety by reference to our declaration of trust
and bylaws, each as amended or restated, and Maryland Law. See “Where You Can Find More Information” in this
prospectus.

Restrictions Relating To REIT Status

For us to qualify as a REIT under the Code, among other things, not more than 50% in value of the outstanding shares
of our capital stock may be owned, directly or indirectly, by five or fewer individuals (defined in the Code to include
certain entities) during the last half of a taxable year, and such shares of our capital stock must be beneficially owned
by 100 or more persons during at least 335 days of a taxable year of 12 months or during a proportionate part of a
shorter taxable year (in each case, other than the first such year). To assist us in continuing to remain a qualified
REIT, our declaration of trust, subject to certain exceptions, provides that no holder may own, or be deemed to own
by virtue of the attribution provisions of the Code, more than 9.8% of our equity shares, defined as common shares or
preferred shares. We refer to this restriction as the Ownership Limit. Our board of trustees may exempt a person
from the Ownership Limit if evidence satisfactory to our board of trustees is presented that the changes in ownership
will not then or in the future jeopardize our status as a REIT. Any transfer of equity shares or any security convertible
into equity shares that would create a direct or indirect ownership of equity shares in excess of the Ownership Limit or
that would result in our disqualification as a REIT, including any transfer that results in the equity shares being owned
by fewer than 100 persons or results in us being “closely held” within the meaning of Section 856(h) of the Code, will
be null and void, and the intended transferee will acquire no rights to such equity shares. The foregoing restrictions
on transferability and ownership will not apply if our board of trustees determines that it is no longer in our best
interests to attempt to qualify, or to continue to qualify, as a REIT.

Equity shares owned, or deemed to be owned, or transferred to a shareholder in excess of the Ownership Limit, will
automatically be exchanged for an equal number of excess shares that will be transferred, by operation of law, to us as
trustee of a trust for the exclusive benefit of the transferees to whom such shares of our capital stock may be
ultimately transferred without violating the Ownership Limit. While the excess shares are held in trust, they will not
be entitled to vote, they will not be considered for purposes of any shareholder vote or the determination of a quorum
for such vote and, except upon liquidation, they will not be entitled to participate in dividends or other

distributions. Any dividend or distribution paid to a proposed transferee of excess shares prior to our discovery that
equity shares have been transferred in violation of the provisions of our declaration of trust will be repaid to us upon
demand. The excess shares are not treasury shares, but rather constitute a separate class of our issued and outstanding
shares. The original transferee-shareholder may, at any time the excess shares are held by us in trust, transfer the
interest in the trust representing the excess shares to any individual whose ownership of the equity shares exchanged
into such excess shares would be permitted under our declaration of trust, at a price not in excess of the price paid by
the original transferee-shareholder for the equity shares that were exchanged into excess shares, or, if the
transferee-shareholder did not give value for such shares, a price not in excess of the market price (as determined in
the manner set forth in our declaration of trust) on the date of the purported transfer. Immediately upon the transfer to
the permitted transferee, the excess shares will automatically be exchanged for equity shares of the class from which
they were converted. If the foregoing transfer restrictions are determined to be void or invalid by virtue of any legal
decision, statute, rule or regulation, then the intended transferee of any excess shares may be deemed, at our option, to
have acted as an agent on our behalf in acquiring the excess shares and to hold the excess shares on our behalf.

In addition to the foregoing transfer restrictions, we will have the right, for a period of 90 days during the time any
excess shares are held by us in trust, to purchase all or any portion of the excess shares from the original

transferee-shareholder for the lesser of the price paid for the equity shares by the original transferee-shareholder or the

12
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market price (as determined in the manner set forth in our declaration of trust) of the equity shares on the date we
exercise our option to purchase. The 90-day period begins on the date on which we receive written notice of the
transfer or other event resulting in the exchange of equity shares for excess shares.

Each shareholder will be required, upon demand, to disclose to us in writing any information with respect to the
direct, indirect and constructive ownership of beneficial interests as our board of trustees deems necessary to comply
with the provisions of the Code applicable to REITs, to comply with the requirements of any taxing authority or
governmental agency or to determine any such compliance.

This Ownership Limit may have the effect of precluding an acquisition of control unless our board of trustees
determines that maintenance of REIT status is no longer in our best interests.

4
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Authorized Capital

Under our declaration of trust, we have authority to issue up to 1,000,000,000 shares of beneficial interest, par value
$0.0001 per share, of which 400,000,000 shares are classified as common shares, 500,000,000 shares are classified as
excess stock and 100,000,000 shares are classified as preferred shares. We may issue such shares (other than reserved
shares) from time to time in the discretion of our board of trustees to raise additional capital, acquire assets, including
additional real properties, redeem or retire debt or for any other business purpose. In addition, the undesignated
preferred shares may be issued in one or more additional classes or series with such designations, preferences and
relative, participating, optional or other special rights including, without limitation, preferential dividend or voting
rights, and rights upon liquidation, as will be fixed by our board of trustees. Our board of trustees is authorized to
classify and reclassify any of our unissued shares of our beneficial interest by setting or changing, in any one or more
respects, the preferences, conversion or other rights, voting powers, restrictions, limitations as to dividends,
qualifications or terms or conditions of redemption of such shares. This authority includes, without limitation, subject
to the provisions of our declaration of trust, authority to classify or reclassify any unissued shares into a class or
classes of preferred shares, preference shares, special shares or other shares, and to divide and reclassify shares of any
class into one or more series of that class.

In some circumstances, the issuance of preferred shares, or the exercise by our board of trustees of its right to classify
or reclassify shares, could have the effect of deterring individuals or entities from making tender offers for our
common shares or seeking to change incumbent management.

Maryland Law

Business Combinations. Under Maryland law, “business combinations” between a Maryland real estate investment trust
and an interested shareholder or an affiliate of an interested shareholder are prohibited for five years after the most
recent date on which the interested shareholder becomes an interested shareholder. 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 shareholder is defined as:

® any person who beneficially owns ten percent or more of the voting power of the trust’s shares; or

¢ an affiliate or associate of the trust who, at any time within the two-year period prior to the date in question, was the
beneficial owner of ten percent or more of the voting power of the then outstanding voting shares of the trust.

A person is not an interested shareholder under the statute if the board of trustees approved in advance the transaction
by which he otherwise would have become an interested shareholder. However, in approving a transaction, the board
of trustees may provide that its approval is subject to compliance, at or after the time of approval, with any terms or
conditions determined by the board.

After the five-year prohibition, any business combination between the Maryland real estate investment trust and an
interested shareholder generally must be recommended by the board of trustees of the trust and approved by the
affirmative vote of at least:

e cighty percent of the votes entitled to be cast by holders of outstanding voting shares of the trust; and
e two-thirds of the votes entitled to be cast by holders of voting shares of the trust other than shares held by the

interested shareholder with whom or with whose affiliate the business combination is to be effected or held by an
affiliate or associate of the interested shareholder.

14
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These super-majority vote requirements do not apply if the trust’s common shareholders receive a minimum price, as
defined under Maryland law, for their shares in the form of cash or other consideration in the same form as previously
paid by the interested shareholder for its shares.

The statute permits various exemptions from its provisions, including business combinations that are exempted by the
board of trustees prior to the time that the interested shareholder becomes an interested shareholder.

Our board of trustees has exempted Vornado Realty Trust and its affiliates, to a limited extent, from these restrictions

The business combination statute may discourage others from trying to acquire control of us and increase the
difficulty of consummating any offer.

5
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Control Share Acquisitions. Maryland law provides that control shares of a Maryland real estate investment trust
acquired in a control share acquisition have no voting rights except to the extent approved by a vote of two-thirds of
the votes entitled to be cast on the matter. Shares owned by the acquiror, by officers or by employees who are trustees
of the trust are excluded from shares entitled to vote on the matter. Control Shares are voting shares which, if
aggregated with all other shares owned by the acquiror or in respect of which the acquiror is able to exercise or direct
the exercise of voting power (except solely by virtue of a revocable proxy), would entitle the acquiror to exercise
voting power in electing trustees within one of the following ranges of voting power:

e one-tenth or more but less than one-third;
® one-third or more but less than a majority; or
® a majority or more of all voting power.

Control shares do not include shares the acquiring person is then entitled to vote as a result of having previously
obtained shareholder approval. A control share acquisition means the acquisition of control shares, subject to certain
exceptions.

A person who has made or proposes to make a control share acquisition may compel the board of trustees of the trust
to call a special meeting of shareholders to be held within 50 days of demand to consider the voting rights of the
shares. The right to compel the calling of a special meeting is subject to the satisfaction of certain conditions,
including an undertaking to pay the expenses of the meeting. If no request for a meeting is made, the trust may itself
present the question at any shareholders meeting.

If voting rights are not approved at the meeting or if the acquiring person does not deliver an acquiring person
statement as required by the statute, then the trust may redeem for fair value any or all of the control shares, except
those for which voting rights have previously been approved. The right of the trust to redeem control shares is subject
to certain conditions and limitations. Fair value is determined, without regard to the absence of voting rights for the
control shares, as of the date of the last control share acquisition by the acquiror or of any meeting of shareholders at
which the voting rights of the shares are considered and not approved. If voting rights for control shares are approved
at a shareholders meeting and the acquirer becomes entitled to vote a majority of the shares entitled to vote, all other
shareholders may exercise appraisal rights. The fair value of the shares as determined for purposes of appraisal rights
may not be less than the highest price per share paid by the acquiror in the control share acquisition.

The control share acquisition statute does not apply (a) to shares acquired in a merger, consolidation or share
exchange if the trust is a party to the transaction or (b) to acquisitions approved or exempted by the declaration of trust
or by-laws of the trust.

Our by-laws contain a provision exempting from the control share acquisition statute any and all acquisitions by any
person of our shares. There can be no assurance that this provision will not be amended or eliminated at any time in
the future.

Certain Elective Provisions of Maryland Law. Publicly-held Maryland statutory real estate investment trusts
(“Maryland REITs”) may elect to be governed by all or any part of Maryland law provisions relating to extraordinary
actions and unsolicited takeovers. The election to be governed by one or more of these provisions can be made by a
Maryland REIT in its declaration of trust or bylaws (“‘charter documents”) or by resolution adopted by its board of
trustees so long as the Maryland REIT has at least three trustees who, at the time of electing to be subject to the
provisions, are not:

e officers or employees of the Maryland REIT;
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e persons seeking to acquire control of the Maryland REIT;
e trustees, officers, affiliates or associates of any person seeking to acquire control; or
® nominated or designated as trustees by a person seeking to acquire control.

Articles supplementary must be filed with the Maryland State Department of Assessments and Taxation if a Maryland
REIT elects to be subject to any or all of the provisions by board resolution or bylaw amendment. Shareholder
approval is not required for the filing of these articles supplementary.

The Maryland law provides that a Maryland REIT can elect to be subject to all or any portion of the following
provisions, notwithstanding any contrary provisions contained in that Maryland REIT’s existing charter documents:

Classified Board: The Maryland REIT may divide its board into three classes which, to the extent possible, will have
the same number of trustees, the terms of which will expire at the third annual meeting of shareholders after the
election of each class;

Two-thirds Shareholder Vote to Remove Trustees: The shareholders may remove any trustee only by the affirmative
vote of at least two-thirds of all votes entitled to be cast by the shareholders generally in the election of trustees;

Size of Board Fixed by Vote of Board: The number of trustees will be fixed only by resolution of the board;

Board Vacancies Filled by the Board for the Remaining Term: Vacancies that result from an increase in the size of
the board, or the death, resignation, or removal of a trustee, may be filled only by the affirmative vote of a majority of
the remaining trustees even if they do not constitute a quorum. Trustees elected to fill vacancies will hold office for
the remainder of the full term of the class of trustees in which the vacancy occurred, as opposed to until the next
annual meeting of shareholders, and until a successor is elected and qualified; and

Shareholder Calls of Special Meetings: Special meetings of shareholders may be called by the secretary of the
Maryland REIT only upon the written request of shareholders entitled to cast at least a majority of all votes entitled to
be cast at the meeting and only in accordance with procedures set out in the Maryland General Corporation Law.

We have not elected to be governed by these specific provisions. However, our declaration of trust and/or by-laws, as
applicable, already provide for an 80% shareholder vote to remove trustees and then only for cause, and that the
number of trustees may be determined by a resolution of our Board, subject to a minimum number. In addition, we
can elect to be governed by any or all of the provisions of the Maryland law at any time in the future.

6
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FEDERAL INCOME TAX CONSIDERATIONS

The following discussion summarizes the material United States federal income tax considerations to you as a
prospective holder of our common shares and assumes that you will hold such shares as capital assets (within the
meaning of Section 1221 of the Code). The following discussion is for general information purposes only, is not
exhaustive of all possible tax considerations and is not intended to be and should not be construed as tax advice. For
example, this summary does not give a detailed discussion of any state, local or foreign tax considerations. In
addition, this discussion is intended to address only those federal income tax considerations that are generally
applicable to all of our shareholders. It does not discuss all of the aspects of federal income taxation that may be
relevant to you in light of your particular circumstances or to certain types of shareholders who are subject to special
treatment under the federal income tax laws including, without limitation, regulated investment companies, insurance
companies, tax-exempt entities, financial institutions or broker-dealers, expatriates, persons subject to the alternative
minimum tax and partnerships or other pass through entities.

The information in this section is based on the Code, existing, temporary and proposed regulations under the Code, the
legislative history of the Code, current administrative rulings and practices of the Internal Revenue Service, or IRS,
and court decisions, all as of the date hereof. No assurance can be given that future legislation, regulations,
administrative interpretations and court decisions will not significantly change current law or adversely affect existing
interpretations of current law. Any such change could apply retroactively to transactions preceding the date of the
change. In addition, we have not received, and do not plan to request, any rulings from the IRS. Thus no assurance can
be provided that the statements set forth herein (which do not bind the IRS or the courts) will not be challenged by the
IRS or that such statements will be sustained by a court if so challenged. PROSPECTIVE HOLDERS OF OUR
COMMON SHARES ARE ADVISED TO CONSULT THEIR OWN TAX ADVISORS REGARDING THE
FEDERAL, STATE, LOCAL AND FOREIGN TAX CONSEQUENCES OF INVESTING IN OUR COMMON
SHARES IN LIGHT OF THEIR PARTICULAR CIRCUMSTANCES.

Taxation of the Company

General. We elected to be taxed as a REIT under Sections 856 through 860 of the Code, commencing with our
taxable year ended December 31, 1993. We believe that we have been organized, and have operated, in such a manner
so as to qualify for taxation as a REIT under the Code and intend to conduct our operations so as to continue to qualify
for taxation as a REIT. No assurance, however, can be given that we have operated in a manner so as to qualify or will
be able to operate in such a manner so as to remain qualified as a REIT. Qualification and taxation as a REIT depend
upon our ability to meet on a continuing basis, through actual annual operating results, the required distribution levels,
diversity of share ownership and the various qualification tests imposed under the Code discussed below, the results of
which will not be reviewed by counsel. Given the highly complex nature of the rules governing REITs, the ongoing
importance of factual determinations, and the possibility of future changes in our circumstances, no assurance can be
given that the actual results of our operations for any one taxable year have satisfied or will continue to satisfy such
requirements.

In the opinion of Paul, Hastings, Janofsky & Walker LLP, based on certain assumptions and factual representations
that are described in this section and in officer’s certificates provided by us, Concord Debt Holdings LL.C and Concord
Debt Funding Trust (both subsidiaries in which we indirectly hold interests), commencing with our taxable year ended
December 31, 1993, we have been organized and operated in conformity with the requirements for qualification as a
REIT and our current and proposed method of operation will enable us to continue to meet the requirements for
qualification and taxation as a REIT. It must be emphasized that this opinion is based on various assumptions and is
conditioned upon certain representations made by us, Concord Debt Holdings LL.C and Concord Debt Funding Trust
as to factual matters including, but not limited to, those set forth herein, and those concerning our business and
properties as set forth in this prospectus. An opinion of counsel is not binding on the IRS or the courts.
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The following is a general summary of the Code provisions that govern the federal income tax treatment of a REIT
and its shareholders. These provisions of the Code are highly technical and complex. This summary is qualified in its
entirety by the applicable Code provisions, Treasury Regulations and administrative and judicial interpretations
thereof, all of which are subject to change prospectively or retroactively.

7
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If we qualify for taxation as a REIT, we generally will not be subject to federal corporate income taxes on our net
income that is currently distributed to shareholders. This treatment substantially eliminates the “double taxation” (at the
corporate and shareholder levels) that generally results from investment in a corporation. However, we will be subject
to federal income tax as follows:

¢ First, we will be taxed at regular corporate rates on any undistributed REIT taxable income, including undistributed
net capital gains.

e Second, under certain circumstances, we may be subject to the “alternative minimum tax” on our items of tax
preference.

e Third, if we have (a) net income from the sale or other disposition of “foreclosure property,” which is, in general,
property acquired on foreclosure or otherwise on default on a loan secured by such real property or a lease of such
property, which is held primarily for sale to customers in the ordinary course of business or (b) other nonqualifying
income from foreclosure property, we will be subject to tax at the highest corporate rate on such income.

e Fourth, if we have net income from prohibited transactions such income will be subject to a 100% tax. Prohibited
transactions are, in general, certain sales or other dispositions of property held primarily for sale to customers in the
ordinary course of business other than foreclosure property.

e Fifth, if we should fail to satisfy the 75% gross income test or the 95% gross income test (as discussed below), but
nonetheless maintain our qualification as a REIT because certain other requirements have been met, we will be
subject to a 100% tax on an amount equal to (a) the gross income attributable to the greater of the amount by which
we fail the 75% gross income test or the amount by which 95% (90% for taxable years ending on or prior to
December 31, 2004) of our gross income exceeds the amount of income qualifying under the 95% gross income test
multiplied by (b) a fraction intended to reflect our profitability.

e Sixth, if we should fail to satisfy the asset tests (as discussed below) but nonetheless maintain our qualification as a
REIT because certain other requirements have been met and we do not qualify for a de minimis exception, we may
be subject to a tax that would be the greater of (a) $50,000; or (b) an amount determined by multiplying the highest
rate of tax for corporations by the net income generated by the assets for the period beginning on the first date of
the failure and ending on the day we dispose of the nonqualifying assets (or otherwise satisfy the requirements for
maintaining REIT qualification).

e Seventh, if we should fail to satisfy one or more requirements for REIT qualification, other than the 95% and 75%
gross income tests and other than the asset tests, but nonetheless maintain our qualification as a REIT because
certain other requirements have been met, we may be subject to a $50,000 penalty for each failure.

e FEighth, if we should fail to distribute during each calendar year at least the sum of (a) 85% of our REIT ordinary
income for such year, (b) 95% of our REIT capital gain net income for such year, and (c) any undistributed taxable
income from prior periods, we would be subject to a nondeductible 4% excise tax on the excess of such required
distribution over the amounts actually distributed.

e Ninth, if we acquire any asset from a C corporation (i.e., a corporation generally subject to full corporate level tax)
in a transaction in which the basis of the asset in our hands is determined by reference to the basis of the asset (or
any other property) in the hands of the C corporation and we do not elect to be taxed at the time of the acquisition,
we would be subject to tax at the highest corporate rate if we dispose of such asset during the ten-year period
beginning on the date that we acquired that asset, to the extent of such property’s “built-in gain” (the excess of the fair
market value of such property at the time of our acquisition over the adjusted basis of such property at such time)
(we refer to this tax as the “Built-in Gains Tax”).
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e Tenth, we will incur a 100% excise tax on transactions with a taxable REIT subsidiary that are not conducted on an
arm’s-length basis.

¢ Finally, if we own a residual interest in a real estate mortgage investment conduit, or “REMIC,” we will be taxable at
the highest corporate rate on the portion of any excess inclusion income that we derive from the REMIC residual
interests equal to the percentage of our shares that is held in record name by “disqualified organizations.” Similar
rules apply if we own an equity interest in a taxable mortgage pool. A “disqualified organization” includes the United
States, any state or political subdivision thereof, any foreign government or international organization, any agency
or instrumentality of any of the foregoing, any rural electrical or telephone cooperative and any tax-exempt
organization (other than a farmer’s cooperative described in Section 521 of the Code) that is exempt from income
taxation and from the unrelated business taxable income provisions of the Code. However, to the extent that we
own a REMIC residual interest or a taxable mortgage pool through a taxable REIT subsidiary, we will not be
subject to this tax. See the heading “Requirements for Qualification” below.

Requirements for Qualification. A REIT is a corporation, trust or association (1) that is managed by one or more
trustees or directors, (2) the beneficial ownership of which is evidenced by transferable shares, or by transferable
certificates of beneficial interest, (3) that would be taxable as a domestic corporation, but for Sections 856 through
859 of the Code, (4) that is neither a financial institution nor an insurance company subject to certain provisions of the
Code, (5) that has the calendar year as its taxable year, (6) the beneficial ownership of which is held by 100 or more
persons, (7) during the last half of each taxable year, not more than 50% in value of the outstanding stock of which is
owned, directly or indirectly, by five or fewer individuals (as defined in the Code to include certain entities), and (8)
that meets certain other tests, described below, regarding the nature of its income and assets. The Code provides that
conditions (1) through (5), inclusive, must be met during the entire taxable year and that condition (6) must be met
during at least 335 days of a taxable year of twelve (12) months, or during a proportionate part of a taxable year of less
than twelve (12) months.

We may redeem, at our option, a sufficient number of shares or restrict the transfer thereof to bring or maintain the
ownership of the shares in conformity with the requirements of the Code. In addition, our declaration of trust includes
restrictions regarding the transfer of our shares that are intended to assist us in continuing to satisfy requirements (6)
and (7). Moreover, if we comply with regulatory rules pursuant to which we are required to send annual letters to our
shareholders requesting information regarding the actual ownership of our shares, and we do not know, or exercising
reasonable diligence would not have known, whether we failed to meet requirement (7) above, we will be treated as
having met the requirement.

The Code allows a REIT to own wholly-owned corporate subsidiaries which are “qualified REIT subsidiaries.” The
Code provides that a qualified REIT subsidiary is not treated as a separate corporation, and all of its assets, liabilities
and items of income, deduction and credit are treated as assets, liabilities and items of income, deduction and credit of
the REIT. Thus, in applying the requirements described herein, our qualified REIT subsidiaries will be ignored, and
all assets, liabilities and items of income, deduction and credit of such subsidiaries will be treated as our assets,
liabilities and items of income, deduction and credit.

For taxable years beginning on or after January 1, 2001, a REIT may also hold any direct or indirect interest in a
corporation that qualifies as a “taxable REIT subsidiary,” as long as the REIT’s aggregate holdings of taxable REIT
subsidiary securities do not exceed 20% of the value of the REIT’s total assets (for taxable years beginning after July
30, 2008, 25% of the value of the REIT’s total assets) at the close of each quarter. A taxable REIT subsidiary is a fully
taxable corporation that generally is permitted to engage in businesses (other than certain activities relating to lodging
and health care facilities), own assets, and earn income that, if engaged in, owned, or earned by the REIT, might
jeopardize REIT status or result in the imposition of penalty taxes on the REIT. To qualify as a taxable REIT
subsidiary, the subsidiary and the REIT must make a joint election to treat the subsidiary as a taxable REIT subsidiary.
A taxable REIT subsidiary also includes any corporation (other than a REIT or a qualified REIT subsidiary) in which
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a taxable REIT subsidiary directly or indirectly owns more than 35% of the total voting power or value. See “Asset
Tests” below. A taxable REIT subsidiary will pay tax at regular corporate income rates on any taxable income it earns.
Moreover, the Code contains rules, including rules requiring the imposition of taxes on a REIT at the rate of 100% on
certain reallocated income and expenses, to ensure that contractual arrangements between a taxable REIT subsidiary
and its parent REIT are at arm’s-length.

9
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In the case of a REIT which is a partner in a partnership, Treasury Regulations provide that the REIT will be deemed
to own its proportionate share of each of the assets of the partnership and will be deemed to be entitled to the income
of the partnership attributable to such share for purposes of satisfying the gross income and assets tests (as discussed
below). In addition, the character of the assets and items of gross income of the partnership will retain the same
character in the hands of the REIT. Thus, our proportionate share (based on equity capital) of the assets, liabilities, and
items of gross income of the partnerships in which we own an interest are treated as our assets, liabilities and items of
gross income for purposes of applying the requirements described herein. The treatment described above also applies
with respect to the ownership of interests in limited liability companies or other entities that are treated as partnerships
for tax purposes.

A significant number of our investments are held through partnerships. If any such partnerships were treated as an
association, the entity would be taxable as a corporation and therefore would be subject to an entity level tax on its
income. In such a situation, the character of our assets and items of gross income would change and might preclude us
from qualifying as a REIT. We believe that each partnership in which we hold a material interest (either directly or
indirectly) is properly treated as a partnership for tax purposes (and not as an association taxable as a corporation).

Special rules apply to a REIT, a portion of a REIT, or a qualified REIT subsidiary that is a taxable mortgage pool. An
entity or portion thereof may be classified as a taxable mortgage pool under the Code if:

e substantially all of the assets consist of debt obligations or interests in debt obligations;

e more than 50% of those debt obligations are real estate mortgage loans or interests in real estate mortgage loans as
of specified testing dates;

¢ the entity has issued debt obligations that have two or more maturities; and

¢ the payments required to be made by the entity on its debt obligations “bear a relationship” to the payments to be
received by the entity on the debt obligations that it holds as assets.

Under Treasury Regulations, if less than 80% of the assets of an entity (or the portion thereof) consist of debt
obligations, these debt obligations are considered not to comprise “substantially all” of its assets, and therefore the entity
would not be treated as a taxable mortgage pool.

An entity or portion thereof that is classified as a taxable mortgage pool is generally treated as a taxable corporation
for federal income tax purposes. However, the portion of the REIT’s assets, held directly or through a qualified REIT
subsidiary, that qualifies as a taxable mortgage pool is treated as a qualified REIT subsidiary that is not subject to
corporate income tax and therefore the taxable mortgage pool classification does not change that treatment. The
classification of a REIT, qualified REIT subsidiary or portion thereof as a taxable mortgage pool could, however,
result in taxation of a REIT and certain of its shareholders as described below.

IRS guidance indicates that a portion of income from a taxable mortgage pool arrangement, if any, could be treated as
“excess inclusion income.” Excess inclusion income is an amount, with respect to any calendar quarter, equal to the
excess, if any, of (i) income allocable to the holder of a REMIC residual interest or taxable mortgage pool interest
over (ii) the sum of an amount for each day in the calendar quarter equal to the product of (a) the adjusted issue price
at the beginning of the quarter multiplied by (b) 120% of the long-term federal rate (determined on the basis of
compounding at the close of each calendar quarter and properly adjusted for the length of such quarter). Under the
recent guidance, such income would be allocated among our shareholders in proportion to dividends paid and,
generally, may not be offset by net operating losses of the shareholder, would be taxable to tax exempt shareholders
who are subject to the unrelated business income tax rules of the Code and would subject non-U.S. shareholders to a
30% withholding tax (without exemption or reduction of the withholding rate). To the extent that excess inclusion
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income is allocated from a taxable mortgage pool to any disqualified organizations that hold our shares, we may be
taxable on this income at the highest applicable corporate tax rate (currently 35%). Because this tax would be imposed
on the REIT, all of the REIT’s shareholders, including shareholders that are not disqualified organizations, would bear
a portion of the tax cost associated with the classification of any portion of our assets as a taxable mortgage pool.

10
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If we own less than 100% of the ownership interests in a subsidiary that is a taxable mortgage pool, the foregoing
rules would not apply. Rather, the subsidiary would be treated as a corporation for federal income tax purposes and
would potentially be subject to corporate income tax. In addition, this characterization would affect our REIT income
and asset test calculations and could adversely affect our ability to qualify as a REIT.

We have made and in the future intend to make investments or enter into financing and securitization transactions that
may give rise to our being considered to own an interest, directly or indirectly, in one or more taxable mortgage pools.
Prospective holders are urged to consult their own tax advisors regarding the tax consequences of the taxable
mortgage pool rules to them in light of their particular circumstances.

Income Tests. In order to maintain qualification as a REIT, we must satisfy annually certain gross income
requirements. First, at least 75% of our gross income (excluding gross income from prohibited transactions) for each
taxable year must be derived directly or indirectly from investments relating to real property or mortgages on real
property (including “rents from real property;” gain from the sale of real property other than property held for sale to
customers in the ordinary course of business; dividends from, and gain from the sale of shares of, other qualifying
REITs; certain interest described further below; and certain income derived from a REMIC) or from certain types of
qualified temporary investments. Second, at least 95% of our gross income (excluding gross income from prohibited
transactions) for each taxable year must be derived from income that qualifies under the foregoing 75% gross income
test, other types of dividends and interest, gain from the sale or disposition of stock or securities and certain other
specified sources. Any income from a hedging transaction entered into after December 31, 2004 that is clearly and
timely identified and hedges indebtedness incurred or to be incurred to acquire or carry real estate assets will not
constitute gross income, rather than being treated as qualifying or nonqualifying income, for purposes of the 95%
gross income test and, with respect to such hedging transactions entered into after July 30, 2008, for purposes of the
75% gross income test as well. For transactions entered into after July 30, 2008, a hedging transaction also includes a
transaction entered into to manage foreign currency risks with respect to items of income and gain (or any property
which generates such income or gain) that would be qualifying income under the 75% or 95% gross income tests, but
only if such transaction is clearly identified before the close of the day it was acquired, originated or entered into. In
addition, certain foreign currency gains recognized after July 30, 2008 will be excluded from gross income for
purposes of one or both of the gross income tests.

Rents received by us will qualify as “rents from real property” in satisfying the gross income requirements for a REIT
described above only if several conditions are met. First, the amount of rent must not be based in whole or in part on
the income or profits of any person. However, an amount received or accrued generally will not be excluded from the
term “rents from real property” solely by reason of being based on a fixed percentage or percentages of receipts or sales.
Second, the Code provides that rents received from a tenant will not qualify as “rents from real property” in satisfying
the gross income tests if we, or an owner of 10% or more of our shares, actually or constructively own 10% or more of
such tenant. Third, if rent attributable to personal property, leased in connection with a lease of real property, is

greater than 15% of the total rent received under the lease, then the portion of rent attributable to such personal
property (based on the ratio of fair market value of personal and real property) will not qualify as “rents from real
property.” Finally, in order for rents received to qualify as “rents from real property,” we generally must not operate or
manage the property (subject to a de minimis exception as described below) or furnish or render services to the tenants
of such property, other than through an independent contractor from whom we derive no revenue or through a taxable
REIT subsidiary. We may, however, directly perform certain services that are “usually or customarily rendered” in
connection with the rental of space for occupancy only and are not otherwise considered “rendered to the occupant” of
the property (“Permissible Services”).

11
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For our taxable years commencing on or after January 1, 1998, rents received generally will qualify as rents from real
property notwithstanding the fact that we provide services that are not Permissible Services so long as the amount
received for such services meets a de minimis standard. The amount received for “impermissible services” with respect
to a property (or, if services are available only to certain tenants, possibly with respect to such tenants) cannot exceed
one percent of all amounts received, directly or indirectly, by us with respect to such property (or, if services are
available only to certain tenants, possibly with respect to such tenants). The amount that we will be deemed to have
received for performing “impermissible services” will be the greater of the actual amounts so received or 150% of the
direct cost to us of providing those services.

We believe that substantially all of our rental income will be qualifying income under the gross income tests, and that
our provision of services will not cause the rental income to fail to be qualifying income under those tests.

Generally, interest on debt secured by a mortgage on real property or interests in real property qualifies for purposes
of satisfying the 75% gross income test described above. However, if the highest principal amount of a loan
outstanding during a taxable year exceeds the fair market value of the real property securing the loan as of the date the
REIT agreed to originate or acquire the loan, a proportionate amount of the interest income from such loan will not be
qualifying income for purposes of the 75% gross income test, but will be qualifying income for purposes of the 95%
gross income test. In addition, any interest amount that is based in whole or in part on the income or profits of any
person does not qualify for purposes of the foregoing 75% and 95% income tests except (a) amounts that are based on
a fixed percentage or percentages of receipts or sales and (b) amounts that are based on the income or profits of a
debtor, as long as the debtor derives substantially all of its income from the real property securing the debt from
leasing substantially all of its interest in the property, and only to the extent that the amounts received by the debtor
would be qualifying “rents from real property” if received directly by the REIT.

If a loan contains a provision that entitles a REIT to a percentage of the borrower’s gain upon the sale of the real
property securing the loan or a percentage of the appreciation in the property’s value as of a specific date, income
attributable to that loan provision will be treated as gain from the sale of the property securing the loan, which is
generally qualifying income for purposes of both gross income tests.

If we fail to satisfy one or both of the 75% or 95% gross income tests for any taxable year, we may nevertheless
qualify as a REIT for such year if such failure was due to reasonable cause and not willful neglect and we file a
schedule describing each item of our gross income for such taxable year in accordance with Treasury Regulations (and
for taxable years beginning on or before October 22, 2004, any incorrect information on the schedule was not due to
fraud with intent to evade tax). It is not possible, however, to state whether in all circumstances we would be entitled
to the benefit of this relief provision. Even if this relief provision applied, a 100% penalty tax would be imposed on
the amount by which we failed the 75% gross income test or the amount by which 95% (90% for taxable years ending
on or prior to December 31, 2004) of our gross income exceeds the amount of income qualifying under the 95% gross
income test (whichever amount is greater), multiplied by a fraction intended to reflect our profitability.

Subject to certain safe harbor exceptions, any gain (including certain foreign currency gain recognized after July 30,
2008) realized by us on the sale of any property held as inventory or other property held primarily for sale to
customers in the ordinary course of business will be treated as income from a prohibited transaction that is subject to a
100% penalty tax. Such prohibited transaction income may also have an adverse effect upon our ability to qualify as a
REIT. In June 2007, we announced a restructuring of our investment strategy, focusing on core and core plus

assets. While we believe that the dispositions of our assets pursuant to the restructuring of our investment strategy
should not be treated as prohibited transactions, and although we intend to conduct our operations so that we will not
be treated as holding our properties for sale, whether a particular sale will be treated as a prohibited transaction
depends on all the facts and circumstances with respect to the particular transaction. We have not sought and do not
intend to seek a ruling from the IRS regarding any dispositions. Accordingly, there can be no assurance that the IRS
will not successfully assert a contrary position with respect to our dispositions. If all or a significant portion of our
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dispositions were treated as prohibited transactions, we would incur a significant U.S. federal tax liability, which
could have a material adverse effect on our results of operations.
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We will be subject to tax at the maximum corporate rate on any income from foreclosure property (including certain
foreign currency gains and related deductions recognized after July 30, 2008), other than income that otherwise would
be qualifying income for purposes of the 75% gross income test, less expenses directly connected with the production
of that income. However, gross income from foreclosure property will qualify under the 75% and 95% gross income
tests. Foreclosure property is any real property, including interests in real property, and any personal property
incident to such real property (1) that is acquired by a REIT as the result of the REIT having bid on such property at
foreclosure, or having otherwise reduced such property to ownership or possession by agreement or process of law,
after there was a default or default was imminent on a lease of such property or on indebtedness that such property
secured; (2) for which the related loan was acquired by the REIT at a time when the default was not imminent or
anticipated; and (3) for which the REIT makes a proper election to treat the property as foreclosure property. Any
gain from the sale of property for which a foreclosure property election has been made will not be subject to 