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CommScope, Inc.
Condensed Consolidated Statements of Operations
(Unaudited In thousands, except per share amounts)

Three Months Ended Six Months Ended

June 30, June 30,

2006 2005 2006 2005
Net sales $ 411,881 $ 336,711 $ 764,135 $ 645,765
Operating costs and expenses:
Cost of sales 303,333 248,102 570,848 484,994
Selling, general and administrative 58,253 54,016 112,430 107,898
Research and development 8,205 8,437 15,670 16,207
Restructuring costs 4,004 1,546 7,753 3,575
Total operating costs and expenses 373,795 312,101 706,701 612,674
Operating income 38,086 24,610 57,434 33,091
Other income (expense), net 27 612 ) 665 (669
Interest expense (1,987 ) (2,289 ) (3,972 ) (4,367
Interest income 2,343 1,149 4,396 2,148
Income before income taxes and gain on OFS BrightWave
note receivable 38,469 22,858 58,523 30,203
Income tax expense before income tax provision on gain on
OFS BrightWave note receivable (10,448 ) (6,554 ) (17,775 ) (8,365
Income before gain on OFS BrightWave note receivable 28,021 16,304 40,748 21,838
Gain on OFS BrightWave note receivable, net of tax of $11,175 18,625 18,625
Net income $ 46,646 $ 16,304 $ 59,373 $ 21,838
Net income per share:
Basic $ 02380 $ 030 $ 1.03 $ 040
Assuming dilution $ 0.65 $ 025 $ 085 $ 034
Weighted average shares outstanding:
Basic 58,502 54,561 57,626 54,537
Assuming dilution 72,221 67,065 71,519 67,036

See notes to condensed consolidated financial statements.
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CommScope, Inc.
Condensed Consolidated Balance Sheets
(Unaudited In thousands, except share amounts)

Assets
Cash and cash equivalents
Short-term investments
Total cash, cash equivalents and short-term investments

Accounts receivable, less allowance for doubtful accounts of
$14,226 and $13,644, respectively

Inventories

Prepaid expenses and other current assets

Deferred income taxes

Total current assets

Property, plant and equipment, net
Goodwill

Other intangibles, net

Deferred income taxes

Other assets

Total Assets
Liabilities and Stockholders Equity

Accounts payable

Other accrued liabilities

Current portion of long-term debt
Total current liabilities

Long-term debt

Pension and postretirement benefit liabilities
Other noncurrent liabilities

Total Liabilities

Commitments and contingencies

Stockholders Equity:

Preferred stock, $.01 par value; Authorized shares: 20,000,000;
Issued and outstanding shares: None at June 30, 2006 and
December 31, 2005

Common stock, $.01 par value; Authorized shares: 300,000,000;
Issued shares, including treasury stock: 69,065,654 at

June 30, 2006 and 66,073,347 at December 31, 2005;

Issued and outstanding shares: 58,865,654 at June 30, 2006

and 55,873,347 at December 31, 2005

Additional paid-in capital

June 30,
2006

$ 185,338
110,781
296,119

217,934
156,199
26,996
26,872
724,120

239,821
151,371
69,999
16,535
22,588

$ 1,224,434

$ 91,257
88,204
13,000
192,461

277,800
92,838
18,653
581,752

691
511,477

December 31,
2005

$ 146,549
102,101
248,650

165,608
123,603
26,156
25,245
589,262

252,877
151,356
69,297
24,623
14,766

$ 1,102,181

$ 63,444
100,498
13,000
176,942

284,300
101,989
16,925

580,156

661
462,842
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Deferred equity compensation (8,980 )
Retained earnings 276,061 216,688
Accumulated other comprehensive loss (12 ) (3,651 )
Treasury stock, at cost: 10,200,000 shares at June 30, 2006

and December 31, 2005 (145,535 ) (145,535 )
Total Stockholders Equity 642,682 522,025

Total Liabilities and Stockholders Equity $ 1,224434  § 1,102,181

See notes to condensed consolidated financial statements.
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CommScope, Inc.
Condensed Consolidated Statements of Cash Flows
(Unaudited In thousands)

Operating Activities:
Net income

Adjustments to reconcile net income to net cash provided by

(used in) operating activities:

Depreciation and amortization

Equity based compensation

Deferred income taxes

Gain on OFS BrightWave note receivable
Restructuring costs related to fixed asset impairment
Tax benefit from stock option exercises

Changes in assets and liabilities:

Accounts receivable

Inventories

Prepaid expenses and other current assets
Accounts payable and other accrued liabilities
Other noncurrent liabilities

Other

Net cash provided by (used in) operating activities

Investing Activities:
Additions to property, plant and equipment
Proceeds from OFS BrightWave note receivable

Acquisition of MC2 product line

Acquisition of Connectivity Solutions

Net proceeds from (purchases of) short-term investments
Proceeds from disposal of fixed assets

Net cash provided by (used in) investing activities

Financing Activities:

Principal payments on long-term debt

Long-term financing costs

Proceeds from exercise of stock options

Tax benefit from stock option exercises

Net cash provided by (used in) financing activities

Effect of exchange rate changes on cash
Change in cash and cash equivalents

Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

See notes to condensed consolidated financial statements.

Six Months Ended

June 30,
2006

$ 59,373

28,409
2,129
6,904
(29,800

(51,446
(26,902
3,037
15,387
(8,485
(1,951
(3,345

(15,050
29,800

(13,810

(8,680
550
(7,190

(6,500
42,035
12,981
48,516
808

38,789

146,549
$ 185,338

2005

$ 21,838

30,616
(2,521

2,225
355

(42,403
(2,314
2,669
16,732
(334
267
27,130

(13,450

653
11,479
1,576
258

(6,500
(306
1,982

(4,824
(1,115
21,449

99,631
$ 121,080
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CommScope, Inc.

Condensed Consolidated Statements of Stockholders Equity

and Comprehensive Income

(Unaudited In thousands, except share amounts)

Number of common shares outstanding:
Balance at beginning of period

Issuance of shares for stock option exercises
Issuance of shares to nonemployee directors
Balance at end of period

Common stock:

Balance at beginning of period

Issuance of shares for stock option exercises
Balance at end of period

Additional paid-in capital:

Balance at beginning of period

Issuance of shares for stock option exercises
Tax benefit from stock option exercises
Expiration of registration rights

Impact of adoption of SFAS No. 123(R)
Equity compensation expense recognized
Issuance of shares to nonemployee directors
Balance at end of period

Retained earnings:

Balance at beginning of period
Net income

Balance at end of period

Accumulated other comprehensive loss:
Balance at beginning of period

Other comprehensive income, net of tax
Balance at end of period

Treasury stock, at cost:
Balance at beginning and end of period

Total stockholders equity

Six Months Ended
June 30,

2006

55,873,347
2,992,307

58,865,654

$

661

691

462,842

42,005
12,981

500

(8,980 )

2,129

$

$

511,477

216,688

59,373

$

$

3,639

$

$
$

276,061

(3,651 )

12 )

(145,535 )

642,682

2005

54,487,745
175,425

2,000

54,665,170

$ 647

2

$ 649

$ 432,839
1,980

355

30

$ 435,204

$ 166,710
21,838

$ 188,548

$ (5198 )
1,823

$ 3375 )
$ (145,535 )
$ 475,491
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Three Months Ended
June 30,
2006 2005
Comprehensive income:
Net income $ 46,646 $ 16,304
Other comprehensive income, net of tax:
Foreign currency translation gain (loss) - foreign subsidiaries 982 (3,248
Foreign currency transaction gain (loss) on long-term
intercompany loans - foreign subsidiaries 321 5,061
Gain (loss) on derivative financial instrument
designated as a net investment hedge (581 ) 783
Total other comprehensive income, net of tax 722 2,596

Total comprehensive income

See notes to condensed consolidated financial statements.

)

Six Months Ended
June 30,
2006 2005
$ 59,373 $ 21,838
379 ) (4,000
4,770 4,682
(752 ) 1,141
3,639 1,823

$ 23,661

$ 47368 $ 18900 $ 63,012

)
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CommScope, Inc.
Notes to Condensed Consolidated Financial Statements
(Unaudited In Thousands, Unless Otherwise Noted)

1. BACKGROUND AND BASIS OF PRESENTATION
Background

CommScope, Inc., through its wholly owned subsidiaries (CommScope or the Company), is a world leader in the design and manufacture of
cable and connectivity solutions for communications networks. The Company focuses on the last mile in communications networks, which is
the distribution access, or final link to the customer. The Company is a global leader in both structured cabling for business enterprise
applications and broadband coaxial and fiber optic cables for the cable television industry. The Company also designs, manufactures and
markets a broad line of high-performance electronic, coaxial and fiber optic cable products for data networking, Internet access, wireless
communication, telephony and other broadband applications. In addition, the Company is a leading provider of environmentally secure
enclosures in the United States.

Basis of Presentation

The condensed consolidated balance sheet as of June 30, 2006, the condensed consolidated statements of operations and comprehensive income
for the three and six months ended June 30, 2006 and 2005, and the condensed consolidated statements of cash flows and stockholders equity for
the six months ended June 30, 2006 and 2005 are unaudited and reflect all adjustments of a normal recurring nature that are, in the opinion of
management, necessary for a fair presentation of the interim period financial statements. The results of operations for the interim period are not
necessarily indicative of the results of operations to be expected for the full year.

The unaudited interim condensed consolidated financial statements of CommScope have been prepared pursuant to the rules and regulations of

the Securities and Exchange Commission (SEC). Accordingly, certain information and footnote disclosures normally included in financial
statements prepared in accordance with accounting principles generally accepted in the United States of America have been condensed or

omitted. The significant accounting policies followed by the Company are set forth in Note 2 to the consolidated financial statements in the
Company s Annual Report on Form 10-K for the year ended December 31, 2005 (the 2005 Form 10-K). There were no changes in the Company s
significant accounting policies during the three or six months ended June 30, 2006 other than the adoption of Statement of Financial Accounting
Standards (SFAS) No. 123(R), Share-Based Payments (SFAS No. 123(R)) as of January 1, 2006, which is discussed below. In addition, the
Company reaffirms the use of estimates in the preparation of the financial statements as set forth in the 2005 Form 10-K. These interim

condensed consolidated financial statements should be read in conjunction with the Company s December 31, 2005 audited consolidated

financial statements and notes thereto included in the 2005 Form 10-K.

Concentrations of Risk

Net sales to Anixter International Inc. and its affiliates (Anixter) accounted for approximately 32% and 31% of the Company s total net sales
during the three and six months ended June 30, 2006, respectively, and approximately 35% and 34% of the Company s total net sales during the
three and six months ended June 30, 2005, respectively. Sales to Anixter primarily originate within the Enterprise segment. No other customer
accounted for 10% or more of the Company s total net sales for the three and six months ended June 30, 2006 and 2005.

Accounts receivable from Anixter represented approximately 35% of net accounts receivable as of June 30, 2006. No other customer accounted
for 10% or more of the Company s net accounts receivable as of June 30, 2006.

Product Warranties

The Company recognizes a liability for the estimated claims that may be paid under its customer warranty agreements to remedy potential
deficiencies of quality or performance of the Company s products. These product warranties extend over periods ranging from one to twenty-five
years from the date of sale, depending upon the

7
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product subject to the warranty. The Company records a provision for estimated future warranty claims as cost of sales based upon the historical
relationship of warranty claims to sales and specifically-identified warranty issues. The Company bases its estimates on assumptions that are
believed to be reasonable under the circumstances and revises its estimates, as appropriate, when events or changes in circumstances indicate
that revisions may be necessary.

Activity in the product warranty accrual, included in other accrued liabilities, for the three and six months ended June 30, 2006 and 2005
consisted of the following:

Three Months Ended Six Months Ended

June 30, June 30,

2006 2005 2006 2005
Product warranty accrual, beginning of period $ 2346 $ 1433 $ 2,035 $ 1,531
Provision for warranty claims 232 31 679 45
Warranty claims paid (135 ) (136 ) (247 )
Product warranty accrual, end of period $ 2578 $ 1,329 $ 2578 $ 1,329

Commitments and Contingencies

CommScope is either a plaintiff or a defendant in pending legal matters in the normal course of business; however, management believes none
of these legal matters will have a materially adverse effect on the Company s financial statements upon final disposition. In addition,
CommScope is subject to various federal, state, local and foreign laws and regulations governing the use, discharge, disposal and remediation of
hazardous materials. Compliance with current laws and regulations has not had, and is not expected to have, a materially adverse effect on the
Company s financial condition or results of operations.

Net Income Per Share

Basic net income per share is computed by dividing net income by the weighted average number of common shares outstanding during the
applicable period. Diluted net income per share is based on net income adjusted for after-tax interest and amortization of debt issuance costs
related to convertible debt, if dilutive, divided by the weighted average number of common shares outstanding adjusted for the dilutive effect of
stock options, restricted stock, phantom stock, performance units and convertible securities (see Note 9).

Below is a reconciliation of net income and weighted average common shares and potential common shares outstanding for calculating diluted
net income per share:

Three Months Ended Six Months Ended

June 30, June 30,

2006 2005 2006 2005
Numerator:
Net income for basic net income per share $ 46,646 $ 16,304 $ 59,373 $ 21,838
Effect of assumed conversion of 1% convertible senior
subordinated debentures due 2024 629 629 1,258 1,258
Income available to common shareholders for diluted net income
per share $ 47275 $ 16,933 $ 60,631 $ 23,096
Denominator:
Weighted average number of common shares outstanding for
basic net income per share 58,502 54,561 57,626 54,537
Effect of dilutive securities:
Employee stock options (a) 2,073 1,010 2,277 1,005
Restricted stock, phantom stock and performance units 152 122
1% convertible senior subordinated debentures due 2024 11,494 11,494 11,494 11,494
Weighted average number of common and potential common
shares outstanding for diluted net income per share 72,221 67,065 71,519 67,036
() Options to purchase approximately 0.6 million and 3.3 million common shares were excluded from the

computation of net income per share, assuming dilution, for the three months ended June 30, 2006 and 2005,
respectively, and options to purchase approximately 0.6 million and 4.5 million common shares were excluded from

12
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the computation of net income per share, assuming dilution, for the six months ended June 30, 2006 and 2005,
respectively, because they would have been antidilutive.

8
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On January 1, 2006, the Company adopted SFAS No. 123(R) using the modified prospective transition method to account for its equity-based
compensation arrangements. The Company previously applied Accounting Principles Board (APB) Opinion No. 25, Accounting for Stock

Issued to Employees, and related Interpretations and provided the required pro forma disclosures of SFAS No. 123, Accounting for Stock-Based
Compensation.  See Note 9 for the pro forma disclosures required for the three and six months ended June 30, 2005. The adoption of SFAS

No. 123(R) did not materially affect the accounting for the equity-based compensation associated with the Company s previously awarded
phantom stock or performance units, which was already based on the market price of the stock at date of grant. Under the modified prospective
transition method, new and previously granted but unvested equity awards are recognized as compensation expense in the income statement

based on the estimated fair value of the award (net of estimated forfeitures) at the grant date, and prior period results are not restated. The
Company estimates the fair value of stock options using the Black-Scholes valuation model. The balance previously reflected as deferred equity
compensation (a contra-equity account) was eliminated against additional paid-in capital (APIC) upon adoption of SFAS No. 123(R).

With the adoption of SFAS No. 123(R), the Company changed its method of expense attribution for equity-based compensation for future
awards from recognition over the nominal vesting period to recognition over the requisite service period. Compensation expense for
equity-based awards granted prior to January 1, 2006 will continue to be recognized over the nominal vesting period. For the three and six
months ended June 30, 2006, additional pretax compensation expense of $0.3 million and $0.5 million, respectively, was recognized due to the
continued use of the nominal vesting period for awards that were granted prior to January 1, 2006 to retirement-eligible employees.

The Company records deferred tax assets related to compensation expense for awards that are expected to result in future tax deductions for the
Company, based on the amount of compensation cost recognized and the Company s statutory tax rate in the jurisdiction in which it expects to
receive a deduction. Differences between the deferred tax assets recognized for financial reporting purposes and actual tax deductions reported
on the Company s income tax return are recorded in APIC (if the tax deduction exceeds the deferred tax asset) or in the Condensed Consolidated
Statement of Operations as additional income tax expense (if the deferred tax asset exceeds the tax deduction and no excess APIC exists from
previous awards). In determining the amount of excess APIC at the adoption of SFAS No. 123(R), the Company utilized the simplified
alternative provided in FASB Staff Position FAS 123(R)-3, Transition Election Related to Accounting for the Tax Effects of Share-Based
Payment Awards (FSP FAS 123(R)-3).

Prior to the adoption of SFAS No. 123(R), the Company presented all tax benefits resulting from the exercise of stock options as operating cash
inflows in the Condensed Consolidated Statements of Cash Flows. SFAS No. 123(R) requires the benefit of tax deductions in excess of the
compensation costs recognized for those options to be classified as financing cash inflows rather than operating cash inflows, on a prospective
basis. As a result of utilizing the simplified alternative provided under FSP FAS 123(R)-3, all tax benefits resulting from the exercise of stock
options that were vested as of the adoption of SFAS No. 123(R) will be classified as financing cash inflows.

Impact of Newly Issued Accounting Standards

In November 2004, the Financial Accounting Standards Board (FASB) issued SFAS No. 151, Inventory Costs, an Amendment of ARB No. 43,
Chapter 4. This statement is the result of efforts to converge U.S. accounting standards for inventories with International Accounting Standards.
SFAS No. 151 requires that items such as idle

9
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facility expense, excessive spoilage and rehandling costs be recognized as expenses in the current period. It also requires that allocation of fixed
production overhead to the costs of conversion be based on normal capacity of the production facilities. The Company adopted this standard
January 1, 2006 and its adoption did not have a material impact on the Company s financial condition, results of operations or cash flows.

In June 2006, the FASB issued Interpretation No. 48, Accounting for Uncertainty in Tax Positions (FIN 48) to provide guidance on the
recognition and measurement in financial statements of uncertain tax positions taken or expected to be taken on tax returns. FIN 48 also
provides for new disclosures with respect to unrecognized tax benefits. FIN 48 is effective for 2007 and a cumulative effect adjustment will be
recognized in opening retained earnings for the impact of applying the guidance as of January 1, 2007. The Company is not presently able to
determine the impact of applying FIN 48.

2. ACQUISITIONS

On March 6, 2006, CommScope acquired the assets supporting the trunk and distribution cable television products business of Trilogy
Communications, Inc., along with certain other assets. The purchase price of $13.8 million was paid in cash. The products acquired were
integrated into the Broadband segment.

The allocation of the purchase price, based on estimated fair values of the assets acquired, is as follows:

Amortization Estimated Fair
Period Value
(in years) (in millions)
Inventory $ 49
Other current assets 0.3
Machinery and equipment 1.1
Intangible assets
Customer relationships 10 4.0
Non-compete agreement 7 1.7
Other identifiable intangible assets 10 1.8
Total purchase price $ 13.8

The weighted average useful life of the intangible assets acquired is 9.3 years.

In conjunction with the Company s acquisition of substantially all of the assets and assumption of certain liabilities of the Connectivity Solutions
business of Avaya Inc. in January 2004, the Company issued approximately 1.8 million shares of CommScope common stock. These
unregistered shares included registration rights and the Company established a liability at the time the shares were issued for such registration
costs. During the six months ended June 30, 2006, the registration rights expired and the Company reversed the liability that had been
established, resulting in an increase to additional paid-in capital of $0.5 million.

3. BALANCE SHEET DATA

Short-term Investments

Equity-Based Compensation 16
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At June 30, 2006 and December 31, 2005, the Company s short-term investments were composed of the following:

June 30, December 31,

2006 2005
Available for sale $ 60,540 $ 67,643
Held-to-maturity 50,241 34,458

$ 110,781 $ 102,101

10
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At June 30, 2006, the held-to-maturity short-term investments were composed of the following:

Corporate debt obligations
State and municipal obligations

Gross Gross
Unrealized Unrealized
Amortized Cost Gains Losses
$ 34,941 $ $ 1
15,300
$ 50,241 $ $ (41

At December 31, 2005, the held-to-maturity short-term investments were composed of the following:

Corporate debt obligations
State and municipal obligations
Federal agency notes

Inventories

Raw materials
Work in process
Finished goods

Equity-Based Compensation

Gross Gross
Unrealized Unrealized
Amortized Cost Gains Losses
$ 25,000 $ $ (88
6,467 (5
2,991 (13
$ 34,458 $ $ (106

90% of our REIT taxable income; and

90% of our after-tax net income, if any, from foreclosure
property; minus

the excess of the sum of certain items of non-cash income over
5% of our REIT taxable income.

For these purposes, our REIT taxable income is computed
without regard to the dividends paid deduction and our net
capital gain. In addition, for purposes of this test, non-cash
income generally means income attributable to leveled stepped
rents, original issue discount, cancellation of indebtedness, or a
like-kind exchange that is later determined to be taxable.

In addition, our REIT taxable income will be reduced by
any taxes we are required to pay on any gain we recognize from
the disposition of any asset we acquired from a corporation that
is or has been a C corporation in a transaction in which our tax
basis in the asset is less than the fair market value of the asset, in
each case determined as of the date on which we acquired the
asset, within the five-year period following our acquisition of
such asset, as described above under " General."

For taxable years beginning after December 31, 2017, our
deduction for net business interest expense will generally be
limited to 30% of our taxable income, as adjusted for certain
items of income, gain, deduction or loss. Any business interest
deduction that is disallowed due to this limitation may be carried

Fair Value

) $ 34,900
15,300

) $ 50,200

Fair Value
) $ 24,912
) 6,462
) 2,978
) $ 34,352
June 30, December 31,
2006 2005
$ 57,501 $ 49,936
30,434 26,002
68,264 47,665

18
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forward to future taxable years. If we are subject to this interest
expense limitation, our REIT taxable income for a taxable year
may be increased. Taxpayers that conduct certain real estate
businesses may elect not to have this interest expense limitation
apply to them, provided that they use an alternative depreciation
system to depreciate certain property. We believe that we will be
eligible to make this election. If we make this election, although
we would not be subject to the interest expense limitation
described above, our depreciation deductions may be reduced
and, as a result, our REIT taxable income for a taxable year may
be increased.

We generally must pay, or be treated as paying, the
distributions described above in the taxable year to which they
relate. At our election, a distribution will be treated as paid in a
taxable year if it is

42
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declared before we timely file our tax return for such year and
paid on or before the first regular dividend payment after such
declaration, provided such payment is made during the 12-month
period following the close of such year. These distributions are
treated as received by our stockholders in the year in which they
are paid. This is so even though these distributions relate to the
prior year for purposes of the 90% distribution requirement. In
order to be taken into account for purposes of our distribution
requirement, except as provided below, the amount distributed
must not be preferential 1i.e., every stockholder of the class of
stock to which a distribution is made must be treated the same as
every other stockholder of that class, and no class of stock may
be treated other than according to its dividend rights as a class.
This preferential limitation will not apply to distributions made
by us, provided we qualify as a "publicly offered REIT." We
believe that we are, and expect we will continue to be, a
"publicly offered REIT." To the extent that we do not distribute
all of our net capital gain, or distribute at least 90%, but less than
100%, of our REIT taxable income, as adjusted, we will be
required to pay regular U.S. federal corporate income tax on the
undistributed amount. We believe that we have made, and we
intend to continue to make, timely distributions sufficient to
satisfy these annual distribution requirements and to minimize
our corporate tax obligations.

We expect that our REIT taxable income will be less than
our cash flow because of depreciation and other non-cash
charges included in computing REIT taxable income.
Accordingly, we anticipate that we generally will have sufficient
cash or liquid assets to enable us to satisfy the distribution
requirements described above. However, from time to time, we
may not have sufficient cash or other liquid assets to meet these
distribution requirements due to timing differences between the
actual receipt of income and actual payment of deductible
expenses, and the inclusion of income and deduction of expenses
in determining our taxable income. In addition, we may decide to
retain our cash, rather than distribute it, in order to repay debt or
for other reasons. If these timing differences occur, we may
borrow funds to pay dividends or pay dividends in the form of
taxable stock distributions in order to meet the distribution
requirements, while preserving our cash.

Under some circumstances, we may be able to rectify an
inadvertent failure to meet the 90% distribution requirement for a
year by paying "deficiency dividends" to our stockholders in a
later year, which may be included in our deduction for dividends
paid for the earlier year. In that case, we may be able to avoid
being taxed on amounts distributed as deficiency dividends,
subject to the 4% excise tax described below. However, we will
be required to pay interest to the IRS based upon the amount of
any deduction claimed for deficiency dividends. While the
payment of a deficiency dividend will apply to a prior year for
purposes of our REIT distribution requirements, it will be treated
as an additional distribution to our stockholders in the year such
dividend is paid.

Furthermore, we will be required to pay a 4% excise tax to
the extent we fail to distribute during each calendar year at least
the sum of 85% of our ordinary income for such year, 95% of
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our capital gain net income for the year and any undistributed
taxable income from prior periods. Any ordinary income and net
capital gain on which corporate income tax is imposed for any
year is treated as an amount distributed during that year for
purposes of calculating this excise tax.

For purposes of the 90% distribution requirement and excise
tax described above, dividends declared during the last three
months of the taxable year, payable to stockholders of record on
a specified date during such period and paid during January of
the following year, will be treated as paid by us and received by
our stockholders on December 31 of the year in which they are
declared.

We have net operating loss carryforwards that we may use
(subject to certain limitations) to reduce our annual distribution
requirements.

Like-Kind Exchanges

We may dispose of real property that is not held primarily
for sale in transactions intended to qualify as like-kind exchanges
under the Code. Such like-kind exchanges are intended to result
in the
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deferral of gain for U.S. federal income tax purposes. The failure
of any such transaction to qualify as a like-kind exchange could
require us to pay U.S. federal income tax, possibly including the
100% prohibited transaction tax, depending on the facts and
circumstances surrounding the particular transaction.

Tax Liabilities and Attributes Inherited Through Merger or
Acquisitions

We may from time to time acquire other REITs through a
merger or acquisition. If any such REIT failed to qualify as a
REIT for any of its taxable years, such REIT would be liable for
(and we, as the surviving corporation in the merger or
acquisition, would be obligated to pay) U.S. federal income tax
on its taxable income at regular rates. Furthermore, after the
merger or acquisition is effective, the asset and income tests will
apply to all of our assets, including the assets we acquire from
such REIT, and to all of our income, including the income
derived from the assets we acquire from such REIT. As a result,
the nature of the assets that we acquire from such REITs and the
income we derive from those assets may have an effect on our
tax status as a REIT.

Foreclosure Property

The foreclosure property rules permit us (by our election) to
foreclose or repossess properties without being disqualified as a
REIT as a result of receiving income that does not qualify under
the gross income tests. However, in such a case, we would be
subject to the U.S. federal corporate income tax on the net
non-qualifying income from "foreclosure property," and the
after-tax amount would increase the dividends we would be
required to distribute to stockholders. See " Annual Distribution
Requirements." This corporate tax would not apply to income
that qualifies under the REIT 75% income test.

Foreclosure property treatment will end on the first day on
which we enter into a lease of the applicable property that will
give rise to income that does not qualify under the REIT 75%
income test, but will not end if the lease will give rise only to
qualifying income under such test. Foreclosure property
treatment also will end if any construction takes place on the
property (other than completion of a building or other
improvement that was more than 10% complete before default
became imminent). Foreclosure property treatment (other than
for qualified health care property) is available for an initial
period of three years and may, in certain circumstances, be
extended for an additional three years. Foreclosure property
treatment for qualified health care property is available for an
initial period of two years and may, in certain circumstances, be
extended for an additional four years.

Failure to Qualify

If we discover a violation of a provision of the Code that
would result in our failure to qualify as a REIT, certain specified
cure provisions may be available to us. Except with respect to
violations of the gross income tests and asset tests (for which the
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cure provisions are described above), and provided the violation
is due to reasonable cause and not due to willful neglect, these
cure provisions generally impose a $50,000 penalty for each
violation in lieu of a loss of REIT status. If we fail to satisfy the
requirements for taxation as a REIT in any taxable year, and the
relief provisions do not apply, we will be required to pay regular
U.S. federal corporate income tax, including any applicable
alternative minimum tax for taxable years beginning before
January 1, 2018, on our taxable income. Distributions to
stockholders in any year in which we fail to qualify as a REIT
will not be deductible by us. As a result, we anticipate that our
failure to qualify as a REIT would reduce the cash available for
distribution by us to our stockholders. In addition, if we fail to
qualify as a REIT, we will not be required to distribute any
amounts to our stockholders, and all distributions to stockholders
will be taxable as regular corporate dividends to the extent of our
current and accumulated earnings and profits. In such event,
corporate distributees may be eligible for the dividends-received
deduction. In addition, non-corporate stockholders, including
individuals, may be eligible for the preferential tax rates
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on qualified dividend income. Non-corporate stockholders,
including individuals, generally may deduct 20% of dividends
from a REIT, other than capital gain dividends and dividends
treated as qualified dividend income, for taxable years beginning
after December 31, 2017 and before January 1, 2026. If we fail to
qualify as a REIT, such stockholders may not claim this
deduction with respect to dividends paid by us. Unless entitled to
relief under specific statutory provisions, we would also be
ineligible to elect to be treated as a REIT for the four taxable
years following the year for which we lose our qualification. It is
not possible to state whether in all circumstances we would be
entitled to this statutory relief.

Tax Aspects of the Subsidiary Partnerships and the Limited
Liability Companies

General

From time to time, we may own, directly or indirectly,
interests in various partnerships and limited liability companies.
We expect these will be treated as partnerships or disregarded
entities for U.S. federal income tax purposes. In general, entities
that are treated as partnerships or disregarded entities for
U.S. federal income tax purposes are "pass-through" entities
which are not required to pay U.S. federal income tax. Rather,
partners or members of such entities are allocated their shares of
the items of income, gain, loss, deduction and credit of the
partnership or limited liability company, and are potentially
required to pay tax on this income, without regard to whether
they receive a distribution from the partnership or limited
liability company. We will include in our income our share of
these partnership and limited liability company items for
purposes of the various gross income tests, the computation of
our REIT taxable income, and the REIT distribution
requirements. Moreover, for purposes of the asset tests, we will
include our pro rata share of assets held by these partnerships and
limited liability companies, based on our capital interests in each
such entity. See " Taxation of Our Company."

Entity Classification

Our interests in the subsidiary partnerships and limited
liability companies involve special tax considerations, including
the possibility that the IRS might challenge the status of these
entities as partnerships or disregarded entities. For example, an
entity that would otherwise be treated as a partnership for U.S.
federal income tax purposes may nonetheless be taxable as a
corporation if it is a "publicly traded partnership" and certain
other requirements are met. A partnership or limited liability
company would be treated as a publicly traded partnership if its
interests are traded on an established securities market or are
readily tradable on a secondary market or a substantial equivalent
thereof, within the meaning of applicable Treasury Regulations.
We do not anticipate that any subsidiary partnership or limited
liability company will be treated as a publicly traded partnership
that is taxable as a corporation. However, if any such entity were
treated as a corporation, it would be required to pay an
entity-level tax on its income. In this situation, the character of
our assets and items of gross income would change and could
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prevent us from satisfying the REIT asset tests and possibly the
REIT income tests. See " Taxation of Our Company Asset Tests"
and " Income Tests." This, in turn, could prevent us from
qualifying as a REIT. See " Failure to Qualify" for a discussion of
the effect of our failure to meet these tests. In addition, a change

in the tax status of one or more of the partnerships or limited
liability companies might be treated as a taxable event. If so, we
might incur a tax liability without any related cash payment. We
believe that each of our partnerships and limited liability
companies are and will continue to be treated as partnerships or
disregarded entities for U.S. federal income tax purposes.

Allocations of Income, Gain, Loss and Deduction

A partnership agreement (or, in the case of a limited liability
company treated as a partnership for U.S. federal income tax
purposes, the limited liability company agreement) generally will

determine the
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allocation of income and loss among partners. These allocations,
however, will be disregarded for tax purposes if they do not
comply with the provisions of Section 704(b) of the Code and the
Treasury Regulations thereunder. Generally, Section 704(b) of
the Code and the Treasury Regulations thereunder require that
partnership allocations respect the economic arrangement of the
partners. If an allocation of partnership income or loss does not
comply with the requirements of Section 704(b) of the Code and
the Treasury Regulations thereunder, the item subject to the
allocation will be reallocated in accordance with the partners'
interests in the partnership. This reallocation will be determined
by taking into account all of the facts and circumstances relating
to the economic arrangement of the partners with respect to such
item. We intend that the allocations of taxable income and loss in
each of the partnerships and limited liability companies in which
we own an interest from time to time comply with the
requirements of Section 704(b) of the Code and the Treasury
Regulations thereunder.

Tax Allocations With Respect to the Properties

Under Section 704(c) of the Code, income, gain, loss and
deduction attributable to appreciated or depreciated property that
is contributed to a partnership (including a limited liability
company treated as a partnership for U.S. federal income tax
purposes) in exchange for an interest in the partnership, must be
allocated in a manner so that the contributing partner is charged
with the unrealized gain or benefits from the unrealized loss
associated with the property at the time of the contribution. The
amount of the unrealized gain or unrealized loss generally is
equal to the difference between the fair market value or book
value and the adjusted tax basis of the contributed property at the
time of contribution (this difference is referred to as a book-tax
difference), as adjusted from time to time. These allocations are
solely for U.S. federal income tax purposes and do not affect the
book capital accounts or other economic or legal arrangements
among the partners. Some of the partnerships and/or limited
liability companies in which we own an interest were formed by
way of contributions of appreciated property. The relevant
partnership and/or limited liability company agreements require
that allocations be made in a manner consistent with
Section 704(c) of the Code. Under Section 704(c) of the Code we
could be allocated less depreciation or more gain on sale with
respect to a contributed property than the amounts that would
have been allocated to us if we had instead acquired the
contributed property with an initial tax basis equal to its fair
market value. Such allocations might adversely affect our ability
to comply with the REIT distribution requirements. See
" Taxation of Our Company Requirements for Qualification as a
REIT" and " Annual Distribution Requirements."

Any property acquired by a subsidiary partnership or
limited liability company in a taxable transaction will initially
have a tax basis equal to its fair market value, and Section 704(c)
of the Code generally will not apply.

Partnership Audit Rules
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The Bipartisan Budget Act of 2015 changed the rules
applicable to U.S. federal income tax audits of partnerships.
Under the new rules (which are generally effective for taxable
years beginning after December 31, 2017), among other changes
and subject to certain exceptions, any audit adjustment to items
of income, gain, loss, deduction, or credit of a partnership (and
any partner's distributive share thereof) is determined, and taxes,
interest, or penalties attributable thereto are assessed and
collected, at the partnership level. Although it is uncertain how
certain aspects of these new rules will be implemented, it is
possible that they could result in partnerships in which we
directly or indirectly invest being required to pay additional
taxes, interest and penalties as a result of an audit adjustment,
and we, as a direct or indirect partner of these partnerships, could
be required to bear the economic burden of those taxes, interest,
and penalties even though we, as a REIT, may not otherwise
have been required to pay additional corporate-level taxes as a
result of the related audit adjustment. The changes created by
these new rules are sweeping and in many respects dependent on
the promulgation of future
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regulations or other guidance by the U.S. Department of the
Treasury. Investors are urged to consult their tax advisors with
respect to these changes and their potential impact on their
investment in our capital stock.

Material U.S. Federal Income Tax Consequences to Holders
of Our Capital Stock and Debt Securities

The following discussion is a summary of the material U.S.
federal income tax consequences to you of acquiring, owning
and disposing of our capital stock or debt securities. This
discussion is limited to holders who hold our capital stock or
debt securities as "capital assets" within the meaning of
Section 1221 of the Code (generally, property held for
investment). This discussion does not address all U.S. federal
income tax consequences relevant to a holder's particular
circumstances. In addition, except where specifically noted, it
does not address consequences relevant to holders subject to
special rules, including, without limitation:

U.S. expatriates and former citizens or
long-term residents of the United States;

persons subject to the alternative minimum

tax;

U.S. holders (as defined below) whose
functional currency is not the U.S. dollar;

persons holding our capital stock or debt
securities as part of a hedge, straddle or other
risk reduction strategy or as part of a
conversion transaction or other integrated

investment;

banks, insurance companies, and other
financial institutions;

REITsS or regulated investment companies;

brokers, dealers or traders in securities;

"controlled foreign corporations," "passive
foreign investment companies,” and
corporations that accumulate earnings to

avoid U.S. federal income tax;
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S corporations, partnerships or other entities
or arrangements treated as partnerships for
U.S. federal income tax purposes (and

investors therein);

tax-exempt organizations or governmental

organizations;

persons subject to special tax accounting
rules as a result of any item of gross income
with respect to our capital stock being taken
into account in an applicable financial

statement;

persons deemed to sell our capital stock or
debt securities under the constructive sale

provisions of the Code; and

persons who hold or receive our capital stock
pursuant to the exercise of any employee
stock option or otherwise as compensation.

THIS DISCUSSION IS FOR INFORMATIONAL
PURPOSES ONLY AND IS NOT INTENDED AS TAX
ADVICE. INVESTORS SHOULD CONSULT THEIR TAX
ADVISORS WITH RESPECT TO THE APPLICATION OF
THE U.S. FEDERAL INCOME TAX LAWS TO THEIR
PARTICULAR SITUATIONS AS WELL AS ANY TAX
CONSEQUENCES OF THE ACQUISITION, OWNERSHIP
AND DISPOSITION OF OUR CAPITAL STOCK OR
DEBT SECURITIES ARISING UNDER OTHER U.S.
FEDERAL TAX LAWS (INCLUDING ESTATE AND GIFT
TAX LAWS), UNDER THE LAWS OF ANY STATE,
LOCAL OR NON-U.S. TAXING JURISDICTION OR
UNDER ANY APPLICABLE TAX TREATY.

For purposes of this discussion, a "U.S. holder" is a
beneficial owner of our capital stock or debt securities that, for
U.S. federal income tax purposes, is or is treated as:

an individual who is a citizen or resident of
the United States;
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a corporation created or organized under the
laws of the United States, any state thereof or

the District of Columbia;

an estate the income of which is subject to
U.S. federal income tax regardless of its

source; or

a trust that (1) is subject to the primary
supervision of a U.S. court and the control of
one or more "United States persons" (within
the meaning of Section 7701(a)(30) of the
Code) or (2) has a valid election in effect to
be treated as a United States person for U.S.
federal income tax purposes.

For purposes of this discussion, a "non-U.S. holder" is any
beneficial owner of our capital stock or debt securities that is
neither a U.S. holder nor an entity treated as a partnership for
U.S. federal income tax purposes.

If an entity treated as a partnership for U.S. federal income
tax purposes holds our capital stock or debt securities, the tax
treatment of a partner in the partnership will depend on the status
of the partner, the activities of the partnership and certain
determinations made at the partner level. Accordingly,
partnerships holding our capital stock or debt securities and the
partners in such partnerships should consult their tax advisors
regarding the U.S. federal income tax consequences to them.

Taxation of Taxable U.S. Holders of Our Capital Stock
Distributions Generally

Distributions out of our current or accumulated earnings and
profits will be treated as dividends and, other than with respect to
capital gain dividends and certain amounts which have
previously been subject to corporate level tax, as discussed
below, will be taxable to our taxable U.S. holders as ordinary
income when actually or constructively received. See " Tax
Rates" below. As long as we qualify as a REIT, these
distributions will not be eligible for the dividends-received
deduction in the case of U.S. holders that are corporations or,
except to the extent described in " Tax Rates" below, the
preferential rates on qualified dividend income applicable to
non-corporate U.S. holders, including individuals. For purposes
of determining whether distributions to holders of our capital
stock are out of our current or accumulated earnings and profits,
our earnings and profits will be allocated first to our outstanding
preferred stock, if any, and then to our outstanding common
stock.

To the extent that we make distributions on our capital stock
in excess of our current and accumulated earnings and profits
allocable to such stock, these distributions will be treated first as
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a tax-free return of capital to a U.S. holder to the extent of the
U.S. holder's adjusted tax basis in such shares of stock.
Distributions in excess of our current and accumulated earnings
and profits and in excess of a U.S. holder's adjusted tax basis in
its shares will be taxable as capital gain. Such gain will be
taxable as long-term capital gain if the shares have been held for
more than one year. Dividends we declare in October,
November, or December of any year and which are payable to a
holder of record on a specified date in any of these months will
be treated as both paid by us and received by the holder on
December 31 of that year, provided we actually pay the dividend
on or before January 31 of the following year. U.S. holders may
not include in their own income tax returns any of our net
operating losses or capital losses.

U.S. holders that receive taxable stock distributions,
including distributions partially payable in our common stock
and partially payable in cash, would be required to treat the full
amount of the distribution (i.e., the cash and the stock portion) as
a dividend (subject to certain exceptions) to the extent of our
current and accumulated earnings and profits for U.S. federal
income tax purposes, as described above. The amount of any
distribution payable in our common stock generally is equal to
the amount of cash that could have been received instead of the
common stock. Depending on the circumstances of a U.S. holder,
the tax on the distribution may exceed the amount of the
distribution
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received in cash, in which case such U.S. holder would have to
pay the tax using cash from other sources. If a U.S. holder sells
the common stock it received in connection with a taxable stock
distribution in order to pay this tax and the proceeds of such sale
are less than the amount required to be included in income with
respect to the stock portion of the distribution, such U.S. holder
could have a capital loss with respect to the stock sale that could
not be used to offset such dividend income. A U.S. holder that
receives common stock pursuant to such distribution generally
has a tax basis in such common stock equal to the amount of cash
that could have been received instead of such common stock as
described above, and has a holding period in such common stock
that begins on the day immediately following the payment date
for the distribution.

Capital Gain Dividends

Dividends that we properly designate as capital gain
dividends will be taxable to our taxable U.S. holders as a gain
from the sale or disposition of a capital asset held for more than
one year, to the extent that such gain does not exceed our actual
net capital gain for the taxable year and may not exceed our
dividends paid for the taxable year, including dividends paid the
following year that are treated as paid in the current year.

U.S. holders that are corporations may, however, be required to
treat up to 20% of certain capital gain dividends as ordinary
income. If we properly designate any portion of a dividend as a
capital gain dividend then, except as otherwise required by law,
we presently intend to allocate a portion of the total capital gain
dividends paid or made available to holders of all classes of our
capital stock for the year to the holders of each class of our
capital stock in proportion to the amount that our total dividends,
as determined for U.S. federal income tax purposes, paid or made
available to the holders of each such class of our capital stock for
the year bears to the total dividends, as determined for

U.S. federal income tax purposes, paid or made available to
holders of all classes of our capital stock for the year. In addition,
except as otherwise required by law, we will make a similar
allocation with respect to any undistributed long-term capital
gains which are to be included in our stockholders' long-term
capital gains, based on the allocation of the capital gain amount
which would have resulted if those undistributed long-term
capital gains had been distributed as "capital gain dividends" by
us to our stockholders.

Retention of Net Capital Gains

We may elect to retain, rather than distribute as a capital
gain dividend, all or a portion of our net capital gains. If we
make this election, we would pay tax on our retained net capital
gains. In addition, to the extent we so elect, our earnings and
profits (determined for U.S. federal income tax purposes) would
be adjusted accordingly, and a U.S. holder generally would:

include its pro rata share of our undistributed
capital gain in computing its long-term
capital gains in its return for its taxable year
in which the last day of our taxable year
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falls, subject to certain limitations as to the
amount that is includable;

be deemed to have paid its share of the
capital gains tax imposed on us on the
designated amounts included in the U.S.

holder's income as long-term capital gain;

receive a credit or refund for the amount of
tax deemed paid by it;

increase the adjusted tax basis of its capital
stock by the difference between the amount
of includable gains and the tax deemed to

have been paid by it; and

in the case of a U.S. holder that is a
corporation, appropriately adjust its earnings
and profits for the retained capital gains in
accordance with Treasury Regulations to be
promulgated by the IRS.
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Passive Activity Losses and Investment Interest Limitations

Distributions we make and gain arising from the sale or
exchange by a U.S. holder of our capital stock will not be treated
as passive activity income. As a result, U.S. holders generally
will not be able to apply any "passive losses" against this income
or gain. A U.S. holder generally may elect to treat capital gain
dividends, capital gains from the disposition of our capital stock
and income designated as qualified dividend income, as
described in " Tax Rates" below, as investment income for
purposes of computing the investment interest limitation, but in
such case, the holder will be taxed at ordinary income rates on
such amount. Other distributions made by us, to the extent they
do not constitute a return of capital, generally will be treated as
investment income for purposes of computing the investment
interest limitation.

Dispositions of Our Capital Stock

Except as described below under "Redemption or
Repurchase by Us," if a U.S. holder sells or disposes of shares of
our capital stock, it will recognize gain or loss for U.S. federal
income tax purposes in an amount equal to the difference
between the amount of cash and the fair market value of any
property received on the sale or other disposition and the holder's
adjusted tax basis in the shares. This gain or loss, except as
provided below, will be long-term capital gain or loss if the
holder has held such capital stock for more than one year.
However, if a U.S. holder recognizes a loss upon the sale or other
disposition of capital stock that it has held for six months or less,
after applying certain holding period rules, the loss recognized
will be treated as a long-term capital loss to the extent the U.S.
holder received distributions from us which were required to be
treated as long-term capital gains.

Redemption or Repurchase by Us

A redemption or repurchase of shares of our capital stock
will be treated under Section 302 of the Code as a distribution
(and taxable as a dividend to the extent of our current and
accumulated earnings and profits as described above under
" Distributions Generally") unless the redemption or repurchase
satisfies one of the tests set forth in Section 302(b) of the Code
and is therefore treated as a sale or exchange of the redeemed or
repurchased shares. The redemption or repurchase generally will
be treated as a sale or exchange if it:

is "substantially disproportionate” with
respect to the U.S. holder;

results in a "complete redemption" of the
U.S. holder's stock interest in us; or

is "not essentially equivalent to a dividend"
with respect to the U.S. holder,
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all within the meaning of Section 302(b) of the Code.

In determining whether any of these tests has been met,
shares of our capital stock, including common stock and other
equity interests in us, considered to be owned by the U.S. holder
by reason of certain constructive ownership rules set forth in the
Code, as well as shares of our capital stock actually owned by the
U.S. holder, generally must be taken into account. Because the
determination as to whether any of the alternative tests of
Section 302(b) of the Code will be satisfied with respect to the
U.S. holder depends upon the facts and circumstances at the time
that the determination must be made, U.S. holders are advised to
consult their tax advisors to determine such tax treatment.

If a redemption or repurchase of shares of our capital stock
is treated as a distribution, the amount of the distribution will be
measured by the amount of cash and the fair market value of any
property received. See " Distributions Generally." A U.S. holder's
adjusted tax basis in the redeemed or repurchased shares
generally will be transferred to the holder's remaining shares of
our capital stock, if any. If a U.S. holder owns no other shares of
our capital stock, under certain circumstances,
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such basis may be transferred to a related person or it may be lost
entirely. Proposed Treasury Regulations issued in 2009, if
enacted in their current form, would affect the basis recovery
rules described above. It is not clear whether these proposed
regulations will be enacted in their current form or at all.
Prospective investors should consult their tax advisors regarding
the U.S. federal income tax consequences of a redemption or
repurchase of our capital stock.

If a redemption or repurchase of shares of our capital stock
is not treated as a distribution, it will be treated as a taxable sale
or exchange in the manner described under " Dispositions of Our
Capital Stock."

Tax Rates

The maximum tax rate for non-corporate taxpayers for
(1) long-term capital gains, including certain "capital gain
dividends," generally is 20% (although depending on the
characteristics of the assets which produced these gains and on
designations which we may make, certain capital gain dividends
may be taxed at a 25% rate) and (2) "qualified dividend income"
generally is 20%. In general, dividends payable by REITSs are not
eligible for the reduced tax rate on qualified dividend income,
except to the extent that certain holding period requirements have
been met and the REIT's dividends are attributable to dividends
received from taxable corporations (such as its taxable REIT
subsidiaries) or to income that was subject to tax at the
corporate/REIT level (for example, if the REIT distributed
taxable income that it retained and paid tax on in the prior
taxable year). Capital gain dividends will only be eligible for the
rates described above to the extent that they are properly
designated by the REIT as "capital gain dividends." U.S. holders
that are corporations may be required to treat up to 20% of some
capital gain dividends as ordinary income. In addition,
non-corporate U.S. holders, including individuals, generally may
deduct 20% of dividends from a REIT, other than capital gain
dividends and dividends treated as qualified dividend income, for
taxable years beginning after December 31, 2017 and before
January 1, 2026.

Taxation of Tax-Exempt Holders of Our Capital Stock

Dividend income from us and gain arising upon a sale of
shares of our capital stock generally should not be unrelated
business taxable income, or UBTI, to a tax-exempt holder,
except as described below. This income or gain will be UBTI,
however, to the extent a tax-exempt holder holds its shares as
"debt-financed property" within the meaning of the Code.
Generally, "debt-financed property" is property the acquisition or
holding of which was financed through a borrowing by the
tax-exempt holder.

For tax-exempt holders that are social clubs, voluntary
employee benefit associations, supplemental unemployment
benefit trusts, or qualified group legal services plans exempt
from U.S. federal income taxation under Sections 501(c)(7),
(€)(9), (¢)(17) or (¢)(20) of the Code, respectively, income from
an investment in our shares will constitute UBTI unless the
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organization is able to properly claim a deduction for amounts
set aside or placed in reserve for specific purposes so as to offset
the income generated by its investment in our shares. These
prospective investors should consult their tax advisors
concerning these "set aside" and reserve requirements.

Notwithstanding the above, however, a portion of the
dividends paid by a "pension-held REIT" may be treated as
UBTI as to certain trusts that hold more than 10%, by value, of
the interests in the REIT. A REIT will not be a "pension-held
REIT" if it is able to satisfy the "not closely held" requirement
without relying on the "look-through" exception with respect to
certain trusts or if such REIT is not "predominantly held" by
"qualified trusts." As a result of restrictions on ownership and
transfer of our stock contained in our charter, we do not expect to
be classified as a "pension-held REIT," and as a result, the tax
treatment described above should be inapplicable to our holders.
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However, because our common stock is (and, we anticipate, will
continue to be) publicly traded, we cannot guarantee that this will
always be the case.

Taxation of Non-U.S. Holders of Our Capital Stock

The following discussion addresses the rules governing U.S.
federal income taxation of the acquisition, ownership and
disposition of our capital stock by non-U.S. holders. These rules
are complex, and no attempt is made herein to provide more than
a brief summary of such rules. Accordingly, the discussion does
not address all aspects of U.S. federal income taxation and does
not address other federal, state, local or non-U.S. tax
consequences that may be relevant to a non-U.S. holder in light
of its particular circumstances. We urge non-U.S. holders to
consult their tax advisors to determine the impact of U.S. federal,
state, local and non-U.S. income and other tax laws and any
applicable tax treaty on the acquisition, ownership and
disposition of shares of our capital stock, including any reporting
requirements.

Distributions Generally

Distributions (including any taxable stock dividends) that
are neither attributable to gains from sales or exchanges by us of
United States real property interests, or USRPIs, nor designated
by us as capital gain dividends (except as described below) will
be treated as dividends of ordinary income to the extent that they
are made out of our current or accumulated earnings and profits.
Such distributions ordinarily will be subject to withholding of
U.S. federal income tax at a 30% rate or such lower rate as may
be specified by an applicable income tax treaty, unless the
distributions are treated as effectively connected with the
conduct by the non-U.S. holder of a trade or business within the
United States (and, if required by an applicable income tax
treaty, the non-U.S. holder maintains a permanent establishment
in the United States to which such dividends are attributable).
Under certain treaties, however, lower withholding rates
generally applicable to dividends do not apply to dividends from
a REIT. Certain certification and disclosure requirements must
be satisfied for a non-U.S. holder to be exempt from withholding
under the effectively connected income exemption. Dividends
that are treated as effectively connected with a U.S. trade or
business generally will not be subject to withholding but will be
subject to U.S. federal income tax on a net basis at the regular
graduated rates, in the same manner as dividends paid to U.S.
holders are subject to U.S. federal income tax. Any such
dividends received by a non-U.S. holder that is a corporation
may also be subject to an additional branch profits tax at a 30%
rate (applicable after deducting U.S. federal income taxes paid on
such effectively connected income) or such lower rate as may be
specified by an applicable income tax treaty.

Except as otherwise provided below, we expect to withhold
U.S. federal income tax at the rate of 30% on any distributions
made to a non-U.S. holder unless:

(¢Y)
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a lower treaty rate applies and the non-U.S.
holder furnishes an IRS Form W-8BEN or
W-8BEN-E (or other applicable
documentation) evidencing eligibility for that
reduced treaty rate; or

(2)
the non-U.S. holder furnishes an IRS
Form W-8ECI (or other applicable
documentation) claiming that the distribution
is income effectively connected with the
non-U.S. holder's trade or business.

Distributions in excess of our current and accumulated
earnings and profits will not be taxable to a non-U.S. holder to
the extent that such distributions do not exceed the adjusted tax
basis of the holder's capital stock, but rather will reduce the
adjusted tax basis of such stock. To the extent that such
distributions exceed the non-U.S. holder's adjusted tax basis in
such capital stock, they generally will give rise to gain from the
sale or exchange of such stock, the tax treatment of which is
described below. However, such excess distributions to be
treated as dividend income for certain non-U.S.
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holders. For withholding purposes, we expect to treat all
distributions as made out of our current or accumulated earnings
and profits. However, amounts withheld may be refundable if it
is subsequently determined that the distribution was, in fact, in
excess of our current and accumulated earnings and profits,
provided that certain conditions are met.

Capital Gain Dividends and Distributions Attributable to a Sale
or Exchange of United States Real Property Interests

Distributions to a non-U.S. holder that we properly
designate as capital gain dividends, other than those arising from
the disposition of a USRPI, generally should not be subject to
U.S. federal income taxation, unless:

(¢Y)
the investment in our capital stock is treated
as effectively connected with the conduct by
the non-U.S. holder of a trade or business
within the United States (and, if required by
an applicable income tax treaty, the non-U.S.
holder maintains a permanent establishment
in the United States to which such dividends
are attributable), in which case the non-U.S.
holder will be subject to the same treatment
as U.S. holders with respect to such gain,
except that a non-U.S. holder that is a
corporation may also be subject to a branch
profits tax of up to 30%, as discussed above;
or

(2)
the non-U.S. holder is a nonresident alien
individual who is present in the United States
for 183 days or more during the taxable year
and certain other conditions are met, in
which case the non-U.S. holder will be
subject to U.S. federal income tax at a rate of
30% on the non-U.S. holder's capital gains
(or such lower rate specified by an applicable
income tax treaty), which may be offset by
U.S. source capital losses of such non-U.S.
holder (even though the individual is not
considered a resident of the United States),
provided the non-U.S. holder has timely filed
U.S. federal income tax returns with respect
to such losses.

Pursuant to the Foreign Investment in Real Property Tax
Act, which is referred to as "FIRPTA," distributions to a
non-U.S. holder that are attributable to gain from sales or
exchanges by us of USRPIs, whether or not designated as capital
gain dividends, will cause the non-U.S. holder to be treated as
recognizing such gain as income effectively connected with a
U.S. trade or business. Non-U.S. holders generally would be
taxed at the regular graduated rates applicable to U.S. holders,
subject to any applicable alternative minimum tax and a special
alternative minimum tax in the case of nonresident alien
individuals. We also will be required to withhold and to remit to
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the IRS 21% of any distribution to non-U.S. holders attributable
to gain from sales or exchanges by us of USRPIs. Distributions
subject to FIRPTA may also be subject to a 30% branch profits
tax in the hands of a non-U.S. holder that is a corporation. The
amount withheld is creditable against the non-U.S. holder's U.S.
federal income tax liability. However, any distribution with
respect to any class of stock that is "regularly traded," as defined
by applicable Treasury Regulations, on an established securities
market located in the United States is not subject to FIRPTA, and
therefore, not subject to the 21% U.S. withholding tax described
above, if the non-U.S. holder did not own more than 10% of such
class of stock at any time during the one-year period ending on
the date of the distribution. Instead, such distributions generally
will be treated as ordinary dividend distributions and subject to
withholding in the manner described above with respect to
ordinary dividends. In addition, distributions to certain non-U.S.
publicly traded shareholders that meet certain record-keeping and
other requirements ("qualified shareholders") are exempt from
FIRPTA, except to the extent owners of such qualified
shareholders that are not also qualified shareholders own,
actually or constructively, more than 10% of our capital stock.
Furthermore, distributions to "qualified foreign pension funds" or
entities all of the interests of which are held by "qualified foreign
pension funds" are exempt from FIRPTA. Non-U.S. holders
should consult their tax advisors regarding the application of
these rules.
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Retention of Net Capital Gains

Although the law is not clear on the matter, it appears that
amounts we designate as retained net capital gains in respect of
our capital stock should be treated with respect to non-U.S.
holders as actual distributions of capital gain dividends. Under
this approach, the non-U.S. holders may be able to offset as a
credit against their U.S. federal income tax liability their
proportionate share of the tax paid by us on such retained net
capital gains and to receive from the IRS a refund to the extent
their proportionate share of such tax paid by us exceeds their
actual U.S. federal income tax liability. If we were to designate
any portion of our net capital gain as retained net capital gain,
non-U.S. holders should consult their tax advisors regarding the
taxation of such retained net capital gain.

Sale of Our Capital Stock

Except as described below under " Redemption or
Repurchase by Us," gain realized by a non-U.S. holder upon the
sale, exchange or other taxable disposition of our capital stock
generally will not be subject to U.S. federal income tax unless
such stock constitutes a USRPI. In general, stock of a domestic
corporation that constitutes a "United States real property
holding corporation," or USRPHC, will constitute a USRPI. We
believe that we are a USRPHC. Our capital stock will not,
however, constitute a USRPI so long as we are a "domestically
controlled qualified investment entity." A "domestically
controlled qualified investment entity" includes a REIT in which
at all times during a five-year testing period less than 50% in
value of its stock is held directly or indirectly by non-United
States persons, subject to certain rules. For purposes of
determining whether a REIT is a "domestically controlled
qualified investment entity," a person who at all applicable times
holds less than 5% of a class of stock that is "regularly traded" is
treated as a United States person unless the REIT has actual
knowledge that such person is not a United States person. We
believe, but cannot guarantee, that we are a "domestically
controlled qualified investment entity." Because our common
stock is (and, we anticipate, will continue to be) publicly traded,
no assurance can be given that we will continue to be a
"domestically controlled qualified investment entity."

Even if we do not qualify as a "domestically controlled
qualified investment entity" at the time a non-U.S. holder sells
our capital stock, gain realized from the sale or other taxable
disposition by a non-U.S. holder of such capital stock would not
be subject to U.S. federal income tax under FIRPTA as a sale of

a USRPI if:

(Y]
such class of capital stock is "regularly
traded," as defined by applicable Treasury
Regulations, on an established securities
market such as the New York Stock
Exchange; and

(@3
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such non-U.S. holder owned, actually and
constructively, 10% or less of such class of
capital stock throughout the shorter of the
five-year period ending on the date of the
sale or other taxable disposition or the
non-U.S. holder's holding period.

In addition, dispositions of our capital stock by qualified
shareholders are exempt from FIRPTA, except to the extent
owners of such qualified shareholders that are not also qualified
shareholders own, actually or constructively, more than 10% of
our capital stock. Furthermore, dispositions of our capital stock
by "qualified foreign pension funds" or entities all of the interests
of which are held by "qualified foreign pension funds" are
exempt from FIRPTA. Non-U.S. holders should consult their tax
advisors regarding the application of these rules.

Notwithstanding the foregoing, gain from the sale, exchange
or other taxable disposition of our capital stock not otherwise
subject to FIRPTA will be taxable to a non-U.S. holder if either
(a) the investment in our capital stock is treated as effectively
connected with the conduct by the non-U.S. holder of a trade or
business within the United States (and, if required by an
applicable income tax treaty, the non-U.S. holder maintains a
permanent establishment in the United States to which such gain
is attributable), in which case the non-U.S. holder will be subject
to the same treatment as U.S.
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holders with respect to such gain, except that a non-U.S. holder
that is a corporation may also be subject to the 30% branch
profits tax (or such lower rate as may be specified by an
applicable income tax treaty) on such gain, as adjusted for certain
items, or (b) the non-U.S. holder is a nonresident alien individual
who is present in the United States for 183 days or more during
the taxable year and certain other conditions are met, in which
case the non-U.S. holder will be subject to a 30% tax on the
non-U.S. holder's capital gains (or such lower rate specified by
an applicable income tax treaty), which may be offset by U.S.
source capital losses of the non-U.S. holder (even though the
individual is not considered a resident of the United States),
provided the non-U.S. holder has timely filed U.S. federal
income tax returns with respect to such losses. In addition, even
if we are a domestically controlled qualified investment entity,
upon disposition of our capital stock, a non-U.S. holder may be
treated as having gain from the sale or other taxable disposition
of a USRPI if the non-U.S. holder (1) disposes of such stock
within a 30-day period preceding the ex-dividend date of a
distribution, any portion of which, but for the disposition, would
have been treated as gain from the sale or exchange of a USRPI
and (2) acquires, or enters into a contract or option to acquire, or
is deemed to acquire, other shares of that stock during the 61-day
period beginning with the first day of the 30-day period
described in clause (1), unless such stock is "regularly traded"
and the non-U.S. holder did not own more than 10% of the stock
at any time during the one-year period ending on the date of the
distribution described in clause (1).

If gain on the sale, exchange or other taxable disposition of
our capital stock were subject to taxation under FIRPTA, the
non-U.S. holder would be required to file a U.S. federal income
tax return and would be subject to regular U.S. federal income
tax with respect to such gain in the same manner as a taxable
U.S. holder (subject to any applicable alternative minimum tax
and a special alternative minimum tax in the case of nonresident
alien individuals). In addition, if the sale, exchange or other
taxable disposition of our capital stock were subject to taxation
under FIRPTA, and if shares of the applicable class of our capital
stock were not "regularly traded" on an established securities
market, the purchaser of such capital stock generally would be
required to withhold and remit to the IRS 15% of the purchase
price.

Redemption or Repurchase by Us

A redemption or repurchase of shares of our capital stock
will be treated under Section 302 of the Code as a distribution
(and taxable as a dividend to the extent of our current and
accumulated earnings and profits) unless the redemption or
repurchase satisfies one of the tests set forth in Section 302(b) of
the Code and is therefore treated as a sale or exchange of the
redeemed or repurchased shares. See " Taxation of Taxable U.S.
Holders of Our Capital Stock Redemption or Repurchase by Us.
Qualified shareholders and their owners may be subject to
different rules, and should consult their tax advisors regarding
the application of such rules. If the redemption or repurchase of
shares is treated as a distribution, the amount of the distribution
will be measured by the amount of cash and the fair market value
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of any property received. See " Taxation of Non-U.S. Holders of
Our Capital Stock Distributions Generally." If the redemption or
repurchase of shares is not treated as a distribution, it will be
treated as a taxable sale or exchange in the manner described
under " Taxation of Non-U.S. Holders of Our Capital Stock Sale
of Our Capital Stock."

Taxation of Holders of Our Debt Securities

The following summary describes the material U.S. federal
income tax consequences of acquiring, owning and disposing of
our debt securities. This discussion assumes the debt securities

will be issued with less than a statutory de minimis amount of
original issue discount for U.S. federal income tax purposes. In
addition, this discussion is limited to persons purchasing the debt
securities for cash at original issue and at their original "issue
price" within the meaning of Section 1273 of the Code (i.e., the
first price at which a substantial amount of the debt securities is
sold to the public for cash).
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U.S. Holders

Payments of Interest. Interest on a debt security generally
will be taxable to a U.S. holder as ordinary income at the time
such interest is received or accrued, in accordance with such U.S.
holder's method of tax accounting for U.S. federal income tax
purposes.

Sale or Other Taxable Disposition. A U.S. holder will
recognize gain or loss on the sale, exchange, redemption,
retirement or other taxable disposition of a debt security. The
amount of such gain or loss generally will equal the difference
between the amount received for the debt security in cash or
other property valued at fair market value (less amounts
attributable to any accrued but unpaid interest, which will be
taxable as interest to the extent not previously included in
income) and the U.S. holder's adjusted tax basis in the debt
security. A U.S. holder's adjusted tax basis in a debt security
generally will be equal to the amount the U.S. holder paid for the
debt security. Any gain or loss will be capital gain or loss, and
will be long-term capital gain or loss if the U.S. holder has held
the debt security for more than one year at the time of such sale
or other taxable disposition. Otherwise, such gain or loss will be
short-term capital gain or loss. Long-term capital gains
recognized by certain non-corporate U.S. holders, including
individuals, generally will be taxable at a reduced rate. The
deductibility of capital losses is subject to limitations.

Non-U.S. Holders

Payments of Interest. Interest paid on a debt security to a
non-U.S. holder that is not effectively connected with the
non-U.S. holder's conduct of a trade or business within the
United States generally will not be subject to U.S. federal income
tax or withholding, provided that:

the non-U.S. holder does not, actually or
constructively, own 10% or more of the total
combined voting power of all classes of our

voting stock;

the non-U.S. holder is not a controlled
foreign corporation related to us through

actual or constructive stock ownership; and

either (1) the non-U.S. holder certifies in a
statement provided to the applicable
withholding agent under penalties of perjury
that it is not a United States person and
provides its name and address; (2) a
securities clearing organization, bank or
other financial institution that holds
customers' securities in the ordinary course
of its trade or business and holds the debt
security on behalf of the non-U.S. holder
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certifies to the applicable withholding agent
under penalties of perjury that it, or the
financial institution between it and the
non-U.S. holder, has received from the
non-U.S. holder a statement under penalties
of perjury that such holder is not a United
States person and provides a copy of such
statement to the applicable withholding
agent; or (3) the non-U.S. holder holds its
debt security directly through a "qualified
intermediary" (within the meaning of
applicable Treasury Regulations) and certain
conditions are satisfied.

If a non-U.S. holder does not satisfy the requirements
above, such non-U.S. holder will be subject to withholding tax of
30%, subject to a reduction in or an exemption from withholding
on such interest as a result of an applicable tax treaty. To claim
such entitlement, the non-U.S. holder must provide the
applicable withholding agent with a properly executed IRS
Form W-8BEN or W-8BEN-E (or other applicable
documentation) claiming a reduction in or exemption from
withholding tax under the benefit of an income tax treaty
between the United States and the country in which the non-U.S.
holder resides or is established.

If interest paid to a non-U.S. holder is effectively connected
with the non-U.S. holder's conduct of a trade or business within
the United States (and, if required by an applicable income tax
treaty, the non-U.S. holder maintains a permanent establishment
in the United States to which such interest is attributable), the
non-U.S. holder will be exempt from the U.S. federal
withholding tax described above. To claim the exemption, the
non-U.S. holder must furnish to the applicable withholding agent
a
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valid IRS Form W-8ECI, certifying that interest paid on a debt
security is not subject to withholding tax because it is effectively
connected with the conduct by the non-U.S. holder of a trade or
business within the United States.

Any such effectively connected interest generally will be
subject to U.S. federal income tax at the regular graduated rates.
A non-U.S. holder that is a corporation also may be subject to a
branch profits tax at a rate of 30% (or such lower rate specified
by an applicable income tax treaty) on such effectively connected
interest, as adjusted for certain items.

The certifications described above must be provided to the
applicable withholding agent prior to the payment of interest and
must be updated periodically. Non-U.S. holders that do not
timely provide the applicable withholding agent with the
required certification, but that qualify for a reduced rate under an
applicable income tax treaty, may obtain a refund of any excess
amounts withheld by timely filing an appropriate claim for
refund with the IRS. Non-U.S. holders should consult their tax
advisors regarding their entitlement to benefits under any
applicable income tax treaty.

Sale or Other Taxable Disposition. A non-U.S. holder will
not be subject to U.S. federal income tax on any gain realized
upon the sale, exchange, redemption, retirement or other taxable
disposition of a debt security (such amount excludes any amount
allocable to accrued and unpaid interest, which generally will be
treated as interest and may be subject to the rules discussed

above in " Taxation of Holders of Our Debt Securities Non-U.S.

Holders Payments of Interest") unless:

the gain is effectively connected with the
non-U.S. holder's conduct of a trade or
business within the United States (and, if
required by an applicable income tax treaty,
the non-U.S. holder maintains a permanent
establishment in the United States to which

such gain is attributable); or

the non-U.S. holder is a nonresident alien
individual present in the United States for
183 days or more during the taxable year of
the disposition and certain other
requirements are met.

Gain described in the first bullet point above generally will
be subject to U.S. federal income tax on a net income basis at the
regular graduated rates. A non-U.S. holder that is a corporation
also may be subject to a branch profits tax at a rate of 30% (or
such lower rate specified by an applicable income tax treaty) on
such effectively connected gain, as adjusted for certain items.

Gain described in the second bullet point above will be
subject to U.S. federal income tax at a rate of 30% (or such lower
rate specified by an applicable income tax treaty), which may be
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offset by U.S. source capital losses of the non-U.S. holder (even
though the individual is not considered a resident of the United
States), provided the non-U.S. holder has timely filed U.S.
federal income tax returns with respect to such losses.

Non-U.S. holders should consult their tax advisors
regarding any applicable income tax treaties that may provide for
different rules.

Information Reporting and Backup Withholding
U.S. Holders

A U.S. holder may be subject to information reporting and
backup withholding when such holder receives payments on our
capital stock or debt securities or proceeds from the sale or other
taxable disposition of such stock or debt securities (including a
redemption or retirement of a debt security). Certain U.S. holders
are exempt from backup withholding, including corporations and
certain tax-exempt organizations. A U.S. holder will be subject
to backup withholding if such holder is not otherwise exempt
and:

the holder fails to furnish the holder's
taxpayer identification number, which for an
individual is ordinarily his or her social
security number;
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the holder furnishes an incorrect taxpayer
identification number;

the applicable withholding agent is notified
by the IRS that the holder previously failed
to properly report payments of interest or

dividends; or

the holder fails to certify under penalties of
perjury that the holder has furnished a correct
taxpayer identification number and that the
IRS has not notified the holder that the
holder is subject to backup withholding.

Backup withholding is not an additional tax. Any amounts
withheld under the backup withholding rules may be allowed as
a refund or a credit against a U.S. holder's U.S. federal income
tax liability, provided the required information is timely
furnished to the IRS. U.S. holders should consult their tax
advisors regarding their qualification for an exemption from
backup withholding and the procedures for obtaining such an
exemption.

Non-U.S. Holders

Payments of dividends on our capital stock or interest on
our debt securities generally will not be subject to backup
withholding, provided the applicable withholding agent does not
have actual knowledge or reason to know the holder is a United
States person and the holder either certifies its non-U.S. status,
such as by furnishing a valid IRS Form W-8BEN, W-8BEN-E or
W-8ECI, or otherwise establishes an exemption. However,
information returns are required to be filed with the IRS in
connection with any dividends on our capital stock or interest on
our debt securities paid to the non-U.S. holder, regardless of
whether any tax was actually withheld. In addition, proceeds of
the sale or other taxable disposition of such stock or debt
securities (including a retirement or redemption of a debt
security) within the United States or conducted through certain
U.S.-related brokers generally will not be subject to backup
withholding or information reporting, if the applicable
withholding agent receives the certification described above and
does not have actual knowledge or reason to know that such
holder is a United States person, or the holder otherwise
establishes an exemption. Proceeds of a disposition of such stock
or debt securities conducted through a non-U.S. office of a
non-U.S. broker generally will not be subject to backup
withholding or information reporting.

Copies of information returns that are filed with the IRS
may also be made available under the provisions of an applicable
treaty or agreement to the tax authorities of the country in which
the non-U.S. holder resides or is established.
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Backup withholding is not an additional tax. Any amounts
withheld under the backup withholding rules may be allowed as
a refund or a credit against a non-U.S. holder's U.S. federal
income tax liability, provided the required information is timely
furnished to the IRS.

Medicare Contribution Tax on Unearned Income

Certain U.S. holders that are individuals, estates or trusts are
required to pay an additional 3.8% tax on, among other things,
dividends on stock, interest on debt obligations, and capital gains
from the sale or other disposition of stock or debt obligations.
U.S. holders should consult their tax advisors regarding the
effect, if any, of these rules on their ownership and disposition of
our capital stock or debt securities.

Additional Withholding Tax on Payments Made to Foreign
Accounts

Withholding taxes may be imposed under Sections 1471 to
1474 of the Code (such sections commonly referred to as the
Foreign Account Tax Compliance Act, or FATCA) on certain
types of payments made to non-U.S. financial institutions and
certain other non-U.S. entities. Specifically, a 30% withholding
tax may be imposed on dividends on our capital stock, interest on
our debt securities, or gross proceeds from the sale or other
disposition of our capital stock or debt securities, in each case
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paid to a "foreign financial institution" or a "non-financial
foreign entity" (each as defined in the Code), unless (1) the
foreign financial institution undertakes certain diligence and
reporting obligations, (2) the non-financial foreign entity either
certifies it does not have any "substantial United States owners"
(as defined in the Code) or furnishes identifying information
regarding each substantial United States owner, or (3) the foreign
financial institution or non-financial foreign entity otherwise
qualifies for an exemption from these rules. If the payee is a
foreign financial institution and is subject to the diligence and
reporting requirements in clause (1) above, it must enter into an
agreement with the U.S. Department of the Treasury requiring,
among other things, that it undertake to identify accounts held by
certain "specified United States persons" or "United States
owned foreign entities" (each as defined in the Code), annually
report certain information about such accounts, and withhold
30% on certain payments to non-compliant foreign financial
institutions and certain other account holders. Foreign financial
institutions located in jurisdictions that have an
intergovernmental agreement with the United States governing
FATCA may be subject to different rules.

Under the applicable Treasury Regulations and
administrative guidance, withholding under FATCA generally
applies to payments of dividends on our capital stock or interest
on our debt securities, and will apply to payments of gross
proceeds from the sale or other disposition of such stock or debt
securities on or after January 1, 2019.

Prospective investors should consult their tax advisors
regarding the potential application of withholding under FATCA
to their investment in our capital stock or debt securities.

Other Tax Consequences

State, local and non-U.S. income tax laws may differ
substantially from the corresponding U.S. federal income tax
laws, and this discussion does not purport to describe any aspect
of the tax laws of any state, local or non-U.S. jurisdiction, or any
U.S. federal tax other than the income tax. You should consult
your tax advisor regarding the effect of state, local and non-U.S.
tax laws with respect to our tax treatment as a REIT and on an
investment in our capital stock or debt securities.
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PLAN OF DISTRIBUTION

We may sell the offered securities in and outside the United
States (1) through underwriters or dealers, (2) directly to
purchasers, including to a limited number of institutional
purchasers, to a single purchaser or to our affiliates and
stockholders, (3) through agents or (4) through a combination of
any of these methods. The prospectus supplement relating to any
offering will set forth the following information:

the terms of the offering;

the names of any underwriters, dealers or
agents;

the name or names of any managing

underwriter or underwriters;

the purchase price or initial public offering
price of the securities;

the net proceeds from the sale of the

securities;

any delayed delivery arrangements;

any underwriting discounts, commissions
and other items constituting underwriters'

compensation;

any discounts or concessions allowed or
reallowed or paid to dealers; and

any commissions paid to agents.
Sale through Underwriters or Dealers

If any securities are offered through underwriters, the
underwriters will acquire the securities for their own account and
may resell them from time to time in one or more transactions,
including negotiated transactions, at a fixed public offering price
or at varying prices determined at the time of sale. Underwriters
may offer and sell securities to the public either through
underwriting syndicates represented by one or more managing
underwriters or directly by one or more firms acting as
underwriters. Unless otherwise provided in the applicable
prospectus supplement, the obligations of the underwriters to
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purchase the securities will be subject to certain conditions, and
the underwriters will be obligated to purchase all of the offered
securities if they purchase any of them. In connection with the
sale of securities, underwriters may be deemed to have received
compensation from us in the form of underwriting discounts or
commissions and dealers may receive compensation from the
underwriters in the form of discounts or concessions. The
underwriters may change from time to time any initial public
offering price and any discounts or concessions allowed or
reallowed or paid to dealers.

In order to facilitate the offering of securities, the
underwriters may engage in transactions that stabilize, maintain
or otherwise affect the price of the securities. Specifically, the
underwriters may overallot in connection with the offering,
creating a short position in the securities for their account. In
addition, to cover overallotments or to stabilize the price of the
securities, the underwriters may bid for, and purchase, securities
in the open market. Finally, an underwriting syndicate may
reclaim selling concessions allowed to an underwriter or a dealer
for distributing the securities in the offering if the syndicate
repurchases previously distributed securities in transactions to
cover syndicate short positions, in stabilization transactions, or
otherwise. Any of these activities may stabilize or maintain the
market price of the offered securities above independent market
levels. The underwriters are not required to engage in these
activities and may discontinue any of these activities at any time.

Some or all of the securities that we offer through this
prospectus may be new issues of securities with no established
trading market. Any underwriters to whom we sell securities for
public offering and sale may make a market in those securities,
but they will not be obligated to do so and they may
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discontinue any market making at any time without notice.
Accordingly, we cannot assure you of the liquidity of, or
continued trading markets for, any securities offered pursuant to
this prospectus.

If any securities are offered through dealers, we will sell the
securities to them as principals. They may then resell those
securities to the public at varying prices determined by the
dealers at the time of resale.

Direct Sales and Sales through Agents

We may sell the securities directly to purchasers. If the
securities are sold directly to institutional investors or others who
may be deemed to be underwriters within the meaning of the
Securities Act with respect to any sale of those securities, we will
describe the terms of any such sales in the applicable prospectus
supplement. We may also sell the securities through agents
designated from time to time. Sales may be made by means of
ordinary brokers' transactions on the New York Stock Exchange
at market prices, in block transactions and such other
transactions as agreed by us and any agent. In the applicable
prospectus supplement, we will name any agent involved in the
offer or sale of the offered securities and we will describe any
commissions payable to the agent. Unless otherwise provided in
the applicable prospectus supplement, any agent will agree to use
its reasonable best efforts to solicit purchases for the period of its
appointment.

Remarketing Arrangements

Offered securities may also be offered and sold, if we so
indicate in the applicable prospectus supplement, in connection
with a remarketing upon their purchase, in accordance with a
redemption or repayment pursuant to their terms, or otherwise,
by one or more remarketing firms, acting as principals for their
own accounts or as our agents. Any remarketing firm will be
identified and the terms of its agreements, if any, with us and its
compensation will be described in the applicable prospectus
supplement. Remarketing firms may be deemed to be
underwriters of the offered securities under the Securities Act.

Delayed Delivery Contracts

If we so indicate in the applicable prospectus supplement,
we may authorize agents, underwriters or dealers to solicit offers
by certain institutions to purchase securities from us pursuant to
contracts providing for payment and delivery on a specified
future date. The applicable prospectus supplement will describe
the conditions to those contracts and the commission payable for
solicitation of those contracts.

General Information

We may have agreements with the agents, dealers,
underwriters and remarketing firms to indemnify them against
certain civil liabilities, including liabilities under the Securities
Act, or to contribute with respect to payments that the agents,
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dealers or underwriters may be required to make. Agents,
dealers, underwriters and remarketing firms may be customers
of, engage in transactions with or perform services for us in the
ordinary course of their businesses.
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VALIDITY OF THE OFFERED SECURITIES

Latham & Watkins LLP, Chicago, Illinois, will issue an
opinion for Ventas and Ventas Realty regarding the legality of
certain of the offered securities. In addition, Latham &

Watkins LLP has issued an opinion to us regarding certain tax
matters described herein under "Certain U.S. Federal Income Tax
Considerations." Any underwriters, dealers or agents will be
advised about other issues relating to any offering by their own
legal counsel that will be named in the applicable prospectus
supplement.

EXPERTS

Our consolidated financial statements and schedules as of
December 31, 2017 and 2016 and for each of the years in the
three-year period ended December 31, 2017 and management's
assessment of the effectiveness of internal control over financial
reporting as of December 31, 2017 have been incorporated by
reference herein and in the registration statement in reliance upon
the reports of KPMG LLP, independent registered public
accounting firm, incorporated by reference herein, and upon the
authority of said firm as experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION AND
INCORPORATION BY REFERENCE

We file annual, quarterly and current reports, proxy
statements and other information with the SEC. You may read
and copy the reports, proxy statements and other information that
we file with the SEC at the public reference room maintained by
the SEC at 100 F Street, N.E., Washington, D.C. 20549. For
more information about the public reference room, call the SEC
at 1-800-SEC-0330. The SEC also maintains a website at
www.sec.gov that contains reports, proxy and information
statements and other information regarding us. Ventas, Inc. is a
publicly held corporation and its common stock is traded on the
New York Stock Exchange under the symbol "VTR." Reports,
proxy statements and other information that we file with the SEC
can be inspected at the offices of the New York Stock Exchange
at 20 Broad Street, New York, New York 10005. Information
about us is also available on our website at www.ventasreit.com.
Information on our website is not incorporated by reference
herein and our web address is included herein as an inactive
textual reference only.

We are incorporating by reference in this prospectus certain
information that we file with the SEC. This means that we can
disclose important information to you by referring you to other
documents that we file with the SEC. The information
incorporated by reference is an important part of this prospectus,
and information that we subsequently file with the SEC will
automatically update and supersede this information. We are
incorporating by reference herein the documents listed below and
any future filings we make with the SEC under Sections 13(a),
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13(c), 14 or 15(d) of the Exchange Act after the date hereof until
all of the securities offered hereby are sold:

our Annual Report on Form 10-K for the
fiscal year ended December 31, 2017, filed

with the SEC on February 9, 2018;

our Proxy Statement on Schedule 14A for
our 2017 Annual Meeting of Stockholders,
filed with the SEC on April 4, 2017 (with
respect to the information contained therein
that is incorporated by reference in Part III of
our Annual Report on Form 10-K for the

fiscal year ended December 31, 2016); and

the description of our common stock set forth
in our Registration Statement on Form §-A
(File No. 001-10989), filed with the SEC on
January 23, 1992, as amended.

We do not incorporate by reference any information under
Items 2.02 or 7.01 of any Current Report on Form 8-K, including
the related exhibits, or in any document or other information that
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deemed to have been "furnished" to and not "filed" with the SEC.
You may request a copy of these filings at no cost, by writing or
telephoning us at the following address:

Ventas, Inc.

Attention: Corporate Secretary
353 North Clark Street, Suite 3300
Chicago, Illinois 60654
(877) 483-6827

No separate financial statements of Ventas Realty have been
included herein. It is not expected that Ventas Realty will file
reports, proxy statements or other information under the
Exchange Act with the SEC.

We have not authorized anyone to give any information
or make any representation about us that is different from,
or in addition to, that included or incorporated by reference
herein or in a prospectus supplement. If anyone gives you
information of this sort, you should not rely on it. If you are
in a jurisdiction where offers to sell, or solicitations of offers
to purchase, the securities offered hereby are unlawful, or if
you are a person to whom it is unlawful to direct these types
of activities, then the offer presented herein does not extend
to you. The information contained herein speaks only as of
the date hereof unless the information specifically indicates
that another date applies.
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