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PIMCO Municipal Income Funds II Letter to Shareholders

July 11, 2006

Dear Shareholder:

We are pleased to provide you with the annual report for PIMCO Municipal Income Fund II, PIMCO California
Municipal Income Fund II and PIMCO New York Municipal Income Fund II (each a �Fund� and collectively, the
�Funds�) for the fiscal year ended May 31, 2006.

During the fiscal twelve-month period, the Federal Reserve raised short-term interest rates eight times, a total
increase of 2.00% . These actions, coupled with only modest increases in longer-term rates, caused the yield
curve to flatten across almost all fixed-income sectors, including national and state-specific municipal bonds.

In this environment, the Funds posted positive returns. For the fiscal year ended May 31, 2006, PIMCO Municipal
Income Fund II returned 6.01% on net asset value and 2.63% on market price, compared with 3.29% and 5.99%,
respectively, for the Lipper Analytical General Municipal Debt Funds (Leveraged) average. PIMCO California
Municipal Income Fund II returned 6.36% on net asset value and 5.50% on market price, compared to the Lipper
Analytical California Municipal Debt Funds average, which returned 3.38% and 7.92%, respectively. PIMCO New
York Municipal Income Fund II returned 6.75% on net asset value and 1.65% on market price, compared to
3.50% and 6.18%, respectively, for the Lipper Analytical New York Municipal Debt Funds average.

Please refer to the following pages for specific information about each of the Funds. If you have any questions
regarding the information provided, we encourage you to contact your financial advisor or call the Funds�
shareholder servicing agent at (800) 331-1710. In addition, a wide range of information and resources are
available on our Web site at www.allianzinvestors.com/closedendfunds.

Together with Allianz Global Investors Fund Management LLC, the Funds� investment manager, and Pacific
Investment Management Company LLC, the Funds� sub-adviser, we thank you for investing with us.

We remain dedicated to serving your investment needs.

Sincerely,

Robert E. Connor Brian S. Shlissel
Chairman President & Chief Executive Officer

5.31.06 | PIMCO Municipal Income Funds II Annual Report 1
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PIMCO Municipal Income Fund II Performance & Statistics
May 31, 2006 (unaudited)

Symbol: Primary Investments: Inception Date:
PML Municipal fixed-income

securities, the interest from
which is exempt from federal
income tax.

June 28, 2002

Objective:
Net Assets(1): :
$1,367.8 million

To provide current income
exempt from federal income tax.

Portfolio Manager:
Mark McCray

Total Return(2): Market Price Net Asset Value (�NAV�)

1 Year 2.63% 6.01%
3 Years 6.15% 7.11%
Commencement of Operations (6/28/02) to 5/31/06 6.03% 7.76%

Common Share Market Price/NAV Performance:
Commencement of Operations (6/28/02) to 5/31/06

Market Price/NAV:

Market Price $14.45

NAV $ 14.71

Discount to NAV (1.77)%

Market Price Yield(3) 5.81%

Moody�s Ratings
(as a % of total investments)

(1) Inclusive of net assets attributable to market value of Preferred Shares outstanding of $505 million.

(2) Past performance is no guarantee of future results. Total return is calculated by subtracting the value of an investment
in the Fund at the beginning of each specified period from the value at the end of the period and dividing the remainder by the
value of the investment at the beginning of the period and expressing the result as a percentage. The calculation assumes that
all income dividends and capital gain distributions have been reinvested at prices obtained under the Fund�s dividend
reinvestment plan. Total return does not reflect broker commissions or sales charges. Total return for a period more than one
year represents the average annual total return.

An investment in the Fund involves risk, including the loss of principal. Total return, price, yield and net asset value will fluctuate
with changes in market conditions. This data is provided for information only and is not intended for trading purposes. A portion
of the income generated by the Fund may be subject to federal, state and local taxes, and may at times be subject to the
alternative minimum tax. Closed-end funds, unlike open-end funds, are not continuously offered. There is a one-time public
offering and once issued, shares of closed-end funds are sold in the open market through a stock exchange. Net asset value is
total assets applicable to common shareholders less total liabilities divided by the number of common shares outstanding.
Holdings are subject to change daily.

(3) Market Price Yield is determined by dividing the annualized current monthly per share dividend payable to common
shareholders by the market price per common share at May 31, 2006.

2 PIMCO Municipal Income Funds II Annual Report | 5.31.06
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PIMCO California Municipal Income Fund II Performance & Statistics
May 31, 2006 (unaudited)

Symbol: Primary Investments:
Municipal fixed-income
securities, the interest from
which is exempt from federal
and California State income
tax.

Inception Date:
PCK June 28, 2002

Objective:
To provide current income
exempt from federal and
California State income tax.

Net Assets (1):
$703.4 million

Portfolio Manager:
Mark McCray

Total Return(2): Market Price Net Asset Value (�NAV�)

1 Year 5.50% 6.36%
3 Years 6.49% 6.68%
Commencement of Operations (6/28/02) to 5/31/06 6.04% 7.22%

Common Share Market Price/NAV Performance:
Commencement of Operations (6/28/02) to 5/31/06

Market Price/NAV:

Market Price $14.62

NAV $14.58

Premium to NAV 0.27%

Market Price Yield(3) 5.75%

Moody�s Ratings
(as a % of total investments)

(1) Inclusive of net assets attributable to market value of Preferred Shares outstanding of $260 million.

(2) Past performance is no guarantee of future results. Total return is calculated by subtracting the value of an investment
in the Fund at the beginning of each specified period from the value at the end of the period and dividing the remainder by the
value of the investment at the beginning of the period and expressing the result as a percentage. The calculation assumes that
all income dividends have been reinvested at prices obtained under the Fund�s dividend reinvestment plan. Total return does not
reflect broker commissions or sales charges. Total return for a period more than one year represents the average annual total
return.

An investment in the Fund involves risk, including the loss of principal. Total return, price, yield and net asset value will fluctuate
with changes in market conditions. This data is provided for information only and is not intended for trading purposes. A portion
of the income generated by the Fund may be subject to federal, state and local taxes, and may at times be subject to the
alternative minimum tax. Closed-end funds, unlike open-end funds, are not continuously offered. There is a one-time public
offering and once issued, shares of closed-end funds are sold in the open market through a stock exchange. Net asset value is
total assets applicable to common shareholders less total liabilities divided by the number of common shares outstanding.
Holdings are subject to change daily.

(3) Market Price Yield is determined by dividing the annualized current monthly per share dividend payable to common
shareholders by the market price per common share at May 31, 2006.

5.31.06 | PIMCO Municipal Income Funds II Annual Report 3
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PIMCO New York Municipal Income Fund II Performance & Statistics
May 31, 2006 (unaudited)

Symbol: Primary Investments:
Municipal fixed-income 
securities, the interest from 
which is exempt from federal, 
New York State and New York 
City income tax.

Inception Date:
PNI June 28, 2002

Objective:
To provide current income 
exempt from federal, New York 
State and New York City income 
tax.

Net Assets (1):
$244.1 million

Portfolio Manager:
Mark McCray

Total Return(2): Market Price Net Asset Value (�NAV�)

1 Year 1.65% 6.75%
3 Years 5.40% 7.36%
Commencement of Operations (6/28/02) to 5/31/06 5.09% 7.32%

Common Share Market Price/NAV Performance:
Commencement of Operations (6/28/02) to 5/31/06

Market Price/NAV:

Market Price $14.14

NAV $14.66

Discount to NAV (3.55)%

Market Price Yield(3) 5.62%

Moody�s Ratings
(as a % of total investments)

(1) Inclusive of net assets attributable to market value of Preferred Shares outstanding of $90 million.

(2) Past performance is no guarantee of future results. Total return is calculated by subtracting the value of an investment
in the Fund at the beginning of each specified period from the value at the end of the period and dividing the remainder by the
value of the investment at the beginning of the period and expressing the result as a percentage. The calculation assumes that
all income dividends have been reinvested at prices obtained under the Fund�s dividend reinvestment plan. Total return does not
reflect broker commissions or sales charges. Total return for a period more than one year represents the average annual total
return.

An investment in the Fund involves risk, including the loss of principal. Investment return, price, yield and net asset value will
fluctuate with changes in market conditions. This data is provided for information only and is not intended for trading purposes. A
portion of the income generated by the Fund may be subject to federal, state and local taxes, and may at times be subject to the
alternative minimum tax. Closed-end funds, unlike open-end funds, are not continuously offered. There is a one-time public
offering and once issued, shares of closed-end funds are sold in the open market through a stock exchange. Net asset value is
total assets applicable to common shareholders less total liabilities divided by the number of common shares outstanding.
Holdings are subject to change daily.

(3) Market Price Yield is determined by dividing the annualized current monthly per share dividend payable to common
shareholders by the market price per common share at May 31, 2006.
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PIMCO Municipal Income Fund II Schedule of Investments
May 31, 2006

Principal
Amount Credit Rating
(000) (Moody�s/S&P)* Value

MUNICIPAL BONDS & NOTES�89.9%
Alabama�4.1%

$    
10,000 Birmingham Baptist Medical Centers Special Care Fac.

Financing Auth. Rev., 5.00%, 11/15/30, Ser. A Baa1/NR $ 9,847,100
Birmingham Waterworks & Sewer Board Rev. (MBIA),

1,145 5.00%, 1/1/27, Ser. B Aaa/AAA 1,173,946
10,000 5.00%, 1/1/37, Ser. B Aaa/AAA 10,167,600
15,000 Daphne Special Care Facs. Financing Auth. Rev.,

zero coupon, 8/15/28, (Pre-refunded @ $100, 8/15/08) (a) Aaa/AAA 13,798,800
1,750 Huntsville Health Care Auth. Rev., 5.75%, 6/1/32, Ser. B A2/NR 1,856,242

16,580 Jefferson Cnty. Sewer Rev., 4.75%, 2/1/38, Ser. B
(Pre-refunded @ $100, 8/1/12) (FGIC)(a) Aaa/AAA 17,399,384

54,243,072

Alaska�0.3%
3,550 State Housing Finance Corp. Rev., 5.25%, 6/1/32,

Ser. C (MBIA) Aaa/AAA 3,572,081

Arizona�0.1%
1,300 Health Fac. Auth. Hospital System Rev., 5.75%, 12/1/32 NR/BBB 1,352,052

California�2.3%
9,610 Alameda Corridor Transportation Auth. Rev.,

zero coupon, 10/1/16, Ser. A (AMBAC) Aaa/AAA 6,088,992
Golden State Tobacco Securitization Corp., Tobacco Settlement

Rev., Ser. 2003-A-1
3,300 6.25%, 6/1/33 Baa3/BBB 3,591,456
9,000 6.75%, 6/1/39 Baa3/BBB 10,059,840
1,000 Rancho Cucamonga Community Facs. Dist., Special Tax,

6.30%, 9/1/23, Ser. A NR/NR 1,051,890
4,000 Southern California Public Power Auth., Transmission

Project Rev., zero coupon, 7/1/13 Aa3/A+ 2,973,000
Univ. of California Rev.,

4,430 4.75%, 5/15/37, Ser. C (MBIA) Aaa/AAA 4,401,427
2,900 4.75%, 5/15/38, Ser. B Aa3/AA- 2,866,998

31,033,603

Colorado�5.1%
30,000 Dawson Ridge Dist. No. 1, GO, zero coupon, 10/1/22, Ser. A Aaa/NR 13,788,000

5,000 Denver City & Cnty., CP, 5.50%, 12/1/25, Ser. B
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(Pre-refunded @ $101, 12/1/10) (AMBAC)(a) Aaa/AAA 5,415,800
Health Fac. Auth Rev.,

25,000 Catholic Health Initiatives, 5.50%, 3/1/32 Aa2/AA 26,496,500
18,305 Exempla, Inc., 5.625%, 1/1/33, Ser. A A1/A- 18,959,038

6,500 Retirement Fac. Rev., Liberty Height, zero coupon, 7/15/22 Aaa/AAA 3,017,560

67,676,898

District of Columbia�1.3%
17,500 Washington D.C. Convention Center Auth. Tax Rev.,

4.75%, 10/1/28 (AMBAC) Aaa/AAA 17,536,925

5.31.06 | PIMCO Municipal Income Funds II Annual Report 5
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PIMCO Municipal Income Fund II Schedule of Investments
May 31, 2006

Principal
Amount Credit Rating
(000) (Moody�s/S&P)* Value

Florida�3.9%
$      

6,520 Brevard Cnty. Health Facs. Auth. Rev., 5.00%, 4/1/34 A2/A $ 6,580,049
Highlands Cnty. Health Facs. Auth. Rev.,

2,830 Adventist, 5.00%, 11/15/31, Ser. C A2/A+ 2,846,867
8,000 Adventist/Sunbelt, 6.00%, 11/15/31, Ser. A (Pre-refunded

@ $101, 11/15/11) (a) A2/A+ 8,914,880
2,335 Hillsborough Cnty. Industrial Dev. Auth., Pollution Control Rev.,

Tampa Electric Co. Project, 5.50%, 10/1/23 Baa2/BBB- 2,417,916
635 Hillsborough Cnty. Industrial Dev. Rev., Health Fac. Project,

5.625%, 8/15/23 Baa2/BBB 657,809
7,135 Jacksonville Health Facs. Auth. Rev., 5.25%, 11/15/32, Ser. A Aa2/AA 7,365,318

11,500 Lakeland Hospital System Rev., Regional Health System,
5.50%, 11/15/32 A2/NR 12,049,930

3,000 Leesburg Hospital Rev., Leesburg Regional Medical
Center Project,
5.50%, 7/1/32 Baa1/BBB+ 3,069,720

Orange Cnty. Health Fac. Auth. Rev., Adventist Health System,
2,550 5.625%, 11/15/32 A2/A+ 2,691,397
5,000 6.25%, 11/15/24 A2/A+ 5,499,300
1,500 Winter Springs Water & Sewer Rev., zero coupon,

10/1/29 (FGIC) Aaa/AAA 482,820

52,576,006

Georgia�0.8%
4,000 Atlanta Water & Wastewater Rev., 5.00%, 11/1/39,

Ser. A (MBIA) Aaa/AAA 4,065,200
1,500 Grantor Trust Gov�t, CP, 4.75%, 6/1/28, Ser. A (MBIA) Aaa/AAA 1,526,745
9,600 Richmond Cnty. Dev. Auth. Rev., zero coupon, 12/1/21 Aaa/NR 4,611,648

10,203,593

Hawaii�1.4%
19,170 Honolulu City & Cnty. Wastewater System Rev.,

First Board Resolution,
4.75%, 7/1/28 (FGIC) Aaa/NR 19,338,888

Illinois�20.2%
Central Lake Cnty. Water Agcy. Rev., Ser. A (AMBAC),

3,610 5.125%, 5/1/28 Aaa/NR 3,742,343
8,150 5.125%, 5/1/32 Aaa/NR 8,412,104
5,050 Chicago, GO, 5.125%, 1/1/29, Ser. A (FGIC) Aaa/AAA 5,203,318

Chicago, Lake Shore East, Special Assessment,
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3,162 6.625%, 12/1/22 NR/NR 3,387,387
6,700 6.75%, 12/1/32 NR/NR 7,185,281
5,110 Chicago, Neighborhoods Alive 21 Project, GO, 5.00%,

1/1/33 (AMBAC) Aaa/AAA 5,239,283
Chicago Board of Education School Reform, GO (FGIC),

15,535 zero coupon, 12/1/16, Ser. A Aaa/AAA 9,582,299
5,000 zero coupon, 12/1/28, Ser. A Aaa/AAA 1,597,000
4,500 zero coupon, 12/1/31 Aaa/AAA 1,216,035

6 PIMCO Municipal Income Funds II Annual Report | 5.31.06
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PIMCO Municipal Income Fund II Schedule of Investments
May 31, 2006

Principal
Amount Credit Rating
(000) (Moody�s/S&P)* Value

Illinois�(continued)
Chicago City Colleges, GO (FGIC),

$      
32,670 zero coupon, 1/1/37 Aaa/AAA $ 7,305,012
29,145 zero coupon, 1/1/38 Aaa/AAA 6,186,318
32,670 zero coupon, 1/1/39 Aaa/AAA 6,581,371

7,000 Chicago Midway Airport Rev., 5.00%, 1/1/31, Ser. B (MBIA) Aaa/AAA 7,116,900
5,000 Cicero, GO, 5.25%, 12/1/31 (MBIA) Aaa/AAA 5,236,150

Dev. Finance Auth. Retirement Housing Rev., Regency Park,
10,000 zero coupon, 7/15/23 NR/AAA 4,397,000

134,650 zero coupon, 7/15/25 NR/AAA 53,583,967
Health Facs. Auth. Rev.,

5,000 Condell Medical Center Rev., 5.50%, 5/15/32 Baa2/NR 5,101,300
20,100 Elmhurst Memorial Healthcare, 5.625%, 1/1/28 A2/NR 20,875,257

Metropolitan Pier & Exposition Auth. Rev. (MBIA),
60,000 zero coupon, 12/15/30 Aaa/AAA 18,477,600
50,000 zero coupon, 12/15/33 Aaa/AAA 13,189,500

2,460 zero coupon, 6/15/38 Aaa/AAA 512,197
4,500 Schaumburg, GO, 5.00%, 12/1/41, Ser. B (FGIC) Aaa/AAA 4,584,105

10,000 State, GO, 5.00%, 3/1/34, Ser. A Aa3/AA 10,250,700
68,470 State Sports Facs. Auth. Rev., zero coupon, 6/15/30 (AMBAC) Aaa/AAA 59,835,248

268,797,675

Indiana�0.6%
Brownsburg 1999 School Building Corp. Rev.,

Ser. A, (Pre-refunded @ $100, 9/15/13) (FSA)(a),
1,000 5.00%, 9/15/25 Aaa/AAA 1,067,750
2,000 5.25%, 3/15/25 Aaa/AAA 2,166,880
4,125 Fort Wayne Pollution Control Rev., 6.20%, 10/15/25 B3/B 3,729,082

500 State Bank Rev., Hendricks, 5.25%, 4/1/30, Ser. D (AMBAC) Aaa/AAA 518,470

7,482,182

Iowa�3.9%
46,000 Tobacco Settlement Auth. of Iowa Rev., zero coupon,

6/1/34, Ser. B Baa3/BBB 43,003,560
8,850 Tobacco Settlement Auth. Rev.,

5.60%, 6/1/35, Ser. B, (Pre-refunded @ $101, 6/1/11) (a) Baa3/AAA 9,611,631

52,615,191

Kansas�0.2%
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2,800 Univ. of Kansas, Hospital Auth. Health Facs. Rev.,
5.625%, 9/1/32 NR/A- 2,955,456

Kentucky�0.8%
Economic Dev. Finance Auth. Hospital Facs. Rev.,

2,500 Catholic Healthcare Partners, 5.25%, 10/1/30 Aa3/AA- 2,567,400
7,855 St. Luke�s Hospital, 6.00%, 10/1/19 A3/A 8,672,863

11,240,263

Louisiana�4.4%
20,400 Public Facs. Auth. Rev., Ochsner Clinic Foundation,

5.50%, 5/15/32, Ser. B A3/NR 20,621,952
36,395 Tobacco Settlement Financing Corp. Rev., 5.875%,

5/15/39, Ser. 2001-B Baa3/BBB 38,204,559

58,826,511

5.31.06 | PIMCO Municipal Income Funds II Annual Report 7
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PIMCO Municipal Income Fund II Schedule of Investments
May 31, 2006

Principal
Amount Credit Rating
(000) (Moody�s/S&P)* Value

Maryland�0.1%
$     1,000 State Health & Higher Educational Fac. Auth. Rev.,

Adventist Healthcare, 5.75%, 1/1/25, Ser. A Baa2/NR $ 1,048,040

Massachusetts�2.9%
1,300 Bay Transportation Auth. Rev., General Transportation System,

4.75%, 3/1/21, Ser. A (MBIA) Aaa/AAA 1,325,207
State College Building Auth. Project Rev., Ser. B (XLCA),

5,560 5.50%, 5/1/28 Aaa/AAA 6,287,304
7,645 5.50%, 5/1/33 Aaa/AAA 8,649,171
5,000 5.50%, 5/1/39 Aaa/AAA 5,703,100
4,295 State Turnpike Auth. Rev., 4.75%, 1/1/34, Ser. A (AMBAC) Aaa/AAA 4,236,330

12,050 State Water Res. Auth. Rev., 4.75%, 8/1/37, Ser. A (FSA) Aaa/AAA 11,990,955

38,192,067

Michigan�2.6%
Detroit City School Dist., GO (a),

(2) Includes the common shares issuable upon (i) conversion (upon the election of the preferred shareholders) as of
the date hereof of all outstanding preferred shares and (ii) redemption (upon the election of the downREIT
holders and the election of the registrant to acquire all tendered downREIT units in exchange for common
shares) as of the date hereof of all outstanding downREIT units, at the conversion price and redemption price in
effect as of the date hereof.

6
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(3) Assuming the sale of all of the common shares being offered under this registration statement.
(4) Represents common shares that are issuable to the selling shareholder upon redemption of 5,306 downREIT

units of NVI-Avenue, LLC.
(5) Represents 9,757 common shares that are issuable to the selling shareholder upon conversion of 40,860

preferred shares, and 7,023 common shares that are issuable to the selling shareholder upon redemption of 7,023
downREIT units of NVI-Avenue, LLC.

(6) Represents 369 common shares that are issuable to the selling shareholder upon conversion of 1,547 preferred
shares, and 656 common shares that are issuable to the selling shareholder upon redemption of 656 downREIT
units of NVI-Avenue, LLC.

(7) Represents common shares that are issuable to the selling shareholder upon redemption of 5,306 downREIT
units of NVI-Avenue, LLC.

(8) Represents common shares that are issuable to the selling shareholder upon redemption of 656 downREIT units
of NVI-Avenue, LLC.

(9) Represents common shares that are issuable to the selling shareholder upon redemption of 7,332 downREIT
units of NVI-Avenue, LLC.

(10) Represents common shares that are issuable to the selling shareholder upon conversion of 140,644 preferred
shares.

(11) Represents common shares that are issuable to the selling shareholder upon redemption of 6,020 downREIT
units of NVI-Avenue, LLC.

(12) Represents 26,868 common shares that are issuable to the selling shareholder upon conversion of 112,515
preferred shares, and 9,647 common shares that are issuable to the selling shareholder upon redemption of 9,647
downREIT units of NVI-Avenue, LLC.

(13) Represents common shares that are issuable to the selling shareholder upon redemption of 232 downREIT units
of NVI-Avenue, LLC.

(14) Represents common shares that are issuable to the selling shareholder upon redemption of 656 downREIT units
of NVI-Avenue, LLC.

(15) Represents common shares that are issuable to the selling shareholder upon redemption of 7,679 downREIT
units of NVI-Avenue, LLC.

(16) Represents common shares that are issuable to the selling shareholder upon redemption of 6,020 downREIT
units of NVI-Avenue, LLC.

(17) Represents common shares that are issuable to the selling shareholder upon redemption of 7,177 downREIT
units of NVI-Avenue, LLC.

(18) Represents common shares that are issuable to the selling shareholder upon redemption of 6,020 downREIT
units of NVI-Avenue, LLC.

(19) Represents common shares that are issuable to the selling shareholder upon redemption of 5,306 downREIT
units of NVI-Avenue, LLC.

(20) Represents 369 common shares that are issuable to the selling shareholder upon conversion of 1,547 preferred
shares, and 656 common shares that are issuable to the selling shareholder upon redemption of 656 downREIT
units of NVI-Avenue, LLC.

(21) Represents 1,675 common shares that are issuable to the selling shareholder upon conversion of 7,018 preferred
shares, and 7,332 common shares that are issuable to the selling shareholder upon redemption of 7,332
downREIT units of NVI-Avenue, LLC.

(22) Represents 11,175 common shares that are issuable to the selling shareholder upon conversion of 46,800
preferred shares, and 9,647 common shares that are issuable to the selling shareholder upon redemption of 9,647
downREIT units of NVI-Avenue, LLC.

(23) Represents common shares that are issuable to the selling shareholder upon redemption of 2,566 downREIT
units of NVI-Avenue, LLC.

(24)
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Represents common shares that are issuable to the selling shareholder upon redemption of 9,550 downREIT
units of NVI-Avenue, LLC.

(25) Represents common shares that are issuable to the selling shareholder upon redemption of 25,467 downREIT
units of NVI-Avenue, LLC.

(26) Represents common shares that are issuable to the selling shareholder upon redemption of 1,500 downREIT
units of NVI-Avenue, LLC.

(27) Represents 11,692 common shares that are issuable to the selling shareholder upon conversion of 48,965
preferred shares, and 9,647 common shares that are issuable to the selling shareholder upon redemption of 9,647
downREIT units of NVI-Avenue, LLC.
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(28) Represents common shares that are issuable to the selling shareholder upon redemption of 6,136 downREIT
units of NVI-Avenue, LLC.

(29) Represents common shares that are issuable to the selling shareholder upon redemption of 1,201 downREIT
units of NVI-Avenue, LLC.

(30) Represents common shares that are issuable to the selling shareholder upon redemption of 1,756 downREIT
units of NVI-Avenue, LLC.

(31) Represents common shares that are issuable to the selling shareholder upon redemption of 3,548 downREIT
units of NVI-Avenue, LLC.

(32) Represents common shares that are issuable to the selling shareholder upon redemption of 386 downREIT units
of NVI-Avenue, LLC.

(33) Represents common shares that are issuable to the selling shareholder upon redemption of 386 downREIT units
of NVI-Avenue, LLC.

(34) Represents common shares that are issuable to the selling shareholder upon redemption of 386 downREIT units
of NVI-Avenue, LLC.

(35) Represents common shares that are issuable to the selling shareholder upon redemption of 348 downREIT units
of NVI-Avenue, LLC.

(36) Represents common shares that are issuable to the selling shareholder upon redemption of 174 downREIT units
of NVI-Avenue, LLC.

(37) Represents common shares that are issuable to the selling shareholder upon redemption of 348 downREIT units
of NVI-Avenue, LLC.

(38) Represents common shares that are issuable to the selling shareholder upon redemption of 348 downREIT units
of NVI-Avenue, LLC.

(39) Represents common shares that are issuable to the selling shareholder upon redemption of 9,647 downREIT
units of NVI-Avenue, LLC.

(40) Represents common shares that are issuable to the selling shareholder upon redemption of 386 downREIT units
of NVI-Avenue, LLC.

(41) Represents common shares that are issuable to the selling shareholder upon redemption of 386 downREIT units
of NVI-Avenue, LLC.

(42) Represents common shares that are issuable to the selling shareholder upon redemption of 386 downREIT units
of NVI-Avenue, LLC.

(43) Represents common shares that are issuable to the selling shareholder upon redemption of 1,756 downREIT
units of NVI-Avenue, LLC.

(44) Represents common shares that are issuable to the selling shareholder upon redemption of 348 downREIT units
of NVI-Avenue, LLC.

(45) Represents common shares that are issuable to the selling shareholder upon redemption of 348 downREIT units
of NVI-Avenue, LLC.

(46) Represents common shares that are issuable to the selling shareholder upon redemption of 174 downREIT units
of NVI-Avenue, LLC.

(47) Represents common shares that are issuable to the selling shareholder upon redemption of 290 downREIT units
of NVI-Avenue, LLC.

(48) Represents common shares that are issuable to the selling shareholder upon redemption of 290 downREIT units
of NVI-Avenue, LLC.

(49) Represents common shares that are issuable to the selling shareholder upon redemption of 290 downREIT units
of NVI-Avenue, LLC.

(50) Represents common shares that are issuable to the selling shareholder upon redemption of 290 downREIT units
of NVI-Avenue, LLC.

(51) Represents common shares that are issuable to the selling shareholder upon redemption of 348 downREIT units
of NVI-Avenue, LLC.
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(52) Represents common shares that are issuable to the selling shareholder upon redemption of 348 downREIT units
of NVI-Avenue, LLC

(53) Represents common shares that are issuable to the selling shareholder upon redemption of 1,200 downREIT
units of NVI-Avenue, LLC.

(54) Represents common shares that are issuable to the selling shareholder upon redemption of (i) 5,653 downREIT
units of Route 35 Shrewsbury Limited Partnership, (ii) 239 downREIT units of Shrewsbury Commons L.P., (iii)
1,964 downREIT units of Sea Girt Limited Partnership and (iv) 994 downREIT units of 35 West, LLC.
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(55) Represents common shares that are issuable to the selling shareholder upon redemption of (i) 92,173 downREIT
units of Route 35 Shrewsbury Limited Partnership, (ii) 16,238 downREIT units of Shrewsbury Commons L.P.,
(iii) 68,238 downREIT units of Sea Girt Limited Partnership and (iv) 2,236 downREIT units of 35 West, LLC.

(56) Represents common shares that are issuable to the selling shareholder upon redemption of (i) 65,433 downREIT
units of Route 35 Shrewsbury Limited Partnership, (ii) 11,663 downREIT units of Shrewsbury Commons L.P.
and (iii) 64,309 downREIT units of Sea Girt Limited Partnership.

(57) Represents common shares that are issuable to the selling shareholder upon redemption of 36,148 downREIT
units of Route 35 Shrewsbury Limited Partnership.

(58) Represents common shares that are issuable to the selling shareholder upon redemption of 13,711 downREIT
units of Route 35 Shrewsbury Limited Partnership.

(59) Represents common shares that are issuable to the selling shareholder upon redemption of 2,569 downREIT
units of Route 35 Shrewsbury Limited Partnership.

(60) Represents common shares that are issuable to the selling shareholder upon redemption of 10,000 downREIT
units of Route 35 Shrewsbury Limited Partnership

(61) Represents common shares that are issuable to the selling shareholder upon redemption of 2,377 downREIT
units of Route 35 Shrewsbury Limited Partnership.

(62) Represents common shares that are issuable to the selling shareholder upon redemption of (i) 269 downREIT
units of Shrewsbury Commons L.P. and (ii) 260 downREIT units of Sea Girt Limited Partnership.

(63) Represents common shares that are issuable to the selling shareholder upon redemption of (i) 432 downREIT
units of Route 35 Shrewsbury Limited Partnership and (ii) 3,928 downREIT units of Sea Girt Limited
Partnership.

(64) Represents common shares that are issuable to the selling shareholder upon redemption of 864 downREIT units
of Route 35 Shrewsbury Limited Partnership.

(65) Represents common shares that are issuable to the selling shareholder upon redemption of 864 downREIT units
of Route 35 Shrewsbury Limited Partnership.

(66) Represents common shares that are issuable to the selling shareholder upon redemption of 864 downREIT units
of Route 35 Shrewsbury Limited Partnership.

(67) Represents common shares that are issuable to the selling shareholder upon redemption of 864 downREIT units
of Route 35 Shrewsbury Limited Partnership.

(68) Represents common shares that are issuable to the selling shareholder upon redemption of 864 downREIT units
of Route 35 Shrewsbury Limited Partnership.

(69) Represents common shares that are issuable to the selling shareholder upon redemption of 864 downREIT units
of Route 35 Shrewsbury Limited Partnership.

(70) Represents common shares that are issuable to the selling shareholder upon redemption of 864 downREIT units
of Route 35 Shrewsbury Limited Partnership.

(71) Represents common shares that are issuable to the selling shareholder upon redemption of 1,728 downREIT
units of Route 35 Shrewsbury Limited Partnership and (ii) 564 downREIT units of Sea Girt Limited Partnership.

(72) Represents common shares that are issuable to the selling shareholder upon redemption of 864 downREIT units
of Route 35 Shrewsbury Limited Partnership.

(73) Represents common shares that are issuable to the selling shareholder upon redemption of 864 downREIT units
of Route 35 Shrewsbury Limited Partnership.

(74) Represents common shares that are issuable to the selling shareholder upon redemption of 1,836 downREIT
units of Route 35 Shrewsbury Limited Partnership.

(75) Represents common shares that are issuable to the selling shareholder upon redemption of (i) 432 downREIT
units of Route 35 Shrewsbury Limited Partnership, (ii) 359 downREIT units of Shrewsbury Commons L.P., (iii)
1,964 downREIT units of Sea Girt Limited Partnership and (iv) 994 downREIT units of 35 West, LLC.

(76) Represents common shares that are issuable to the selling shareholder upon redemption of 648 downREIT units
of Route 35 Shrewsbury Limited Partnership.
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(77) Represents common shares that are issuable to the selling shareholder upon redemption of 216 downREIT units
of Route 35 Shrewsbury Limited Partnership.

(78) Represents common shares that are issuable to the selling shareholder upon redemption of (i) 478 downREIT
units of Shrewsbury Commons L.P. and (ii) 1,964 downREIT units of Sea Girt Limited Partnership.

(79) Represents common shares that are issuable to the selling shareholder upon redemption of (i) 897 downREIT
units of Shrewsbury Commons L.P., (ii) 3,437 downREIT units of Sea Girt Limited Partnership and (iii) 3,726
downREIT units of 35 West, LLC.
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(80) Represents common shares that are issuable to the selling shareholder upon redemption of (i) 897 downREIT
units of Shrewsbury Commons L.P., (ii) 3,437 downREIT units of Sea Girt Limited Partnership, and (iii) 3,726
downREIT units of 35 West, LLC.

(81) Represents common shares that are issuable to the selling shareholder upon redemption of 718 downREIT units
of Shrewsbury Commons L.P.

(82) Represents common shares that are issuable to the selling shareholder upon redemption of (i) 359 downREIT
units of Shrewsbury Commons L.P., (ii) 4,199 downREIT units of Sea Girt Limited Partnership and (iii) 1,490
downREIT units of 35 West, LLC.

(83) Represents common shares that are issuable to the selling shareholder upon redemption of (i) 359 downREIT
units of Shrewsbury Commons L.P., (ii) 4,199 downREIT units of Sea Girt Limited Partnership and (iii) 1,490
downREIT units of 35 West, LLC.

(84) Represents common shares that are issuable to the selling shareholder upon redemption of (i) 359 downREIT
units of Shrewsbury Commons L.P., (ii) 3,437 downREIT units of Sea Girt Limited Partnership and (iii) 1,490
downREIT units of 35 West, LLC.

(85) Represents common shares that are issuable to the selling shareholder upon redemption of 718 downREIT units
of Shrewsbury Commons L.P.

(86) Represents common shares that are issuable to the selling shareholder upon redemption of (i) 897 downREIT
units of Shrewsbury Commons L.P., (ii) 3,437 downREIT units of Sea Girt Limited Partnership and (iii) 3,726
downREIT units of 35 West, LLC.

(87) Represents common shares that are issuable to the selling shareholder upon redemption of 1,473 downREIT
units of Sea Girt Limited Partnership.

(88) Represents common shares that are issuable to the selling shareholder upon redemption of 52,598 downREIT
units of Federal Realty Partners L.P.

(89) Represents common shares that are issuable to the selling shareholder upon redemption of 3,601 downREIT
units of Federal Realty Partners L.P.

(90) Represents common shares that are issuable to the selling shareholder upon redemption of 3,052 downREIT
units of Federal Realty Partners L.P.

(91) Represents common shares that are issuable to the selling shareholder upon redemption of 11,255 downREIT
units of Federal Realty Partners L.P.

(92) Represents common shares that are issuable to the selling shareholder upon redemption of 16,769 downREIT
units of Federal Realty Partners L.P.

(93) Represents common shares that are issuable to the selling shareholder upon redemption of 16,769 downREIT
units of Federal Realty Partners L.P.

(94) Represents common shares that are issuable to the selling shareholder upon redemption of 21,769 downREIT
units of Federal Realty Partners L.P.

(95) Represents common shares that are issuable to the selling shareholder upon redemption of 11,238 downREIT
units of Federal Realty Partners L.P.

(96) Represents common shares that are issuable to the selling shareholder upon redemption of 11,238 downREIT
units of Federal Realty Partners L.P.

(97) Represents common shares that are issuable to the selling shareholder upon redemption of 2,000 downREIT
units of Federal Realty Partners L.P.

(98) Represents common shares that are issuable to the selling shareholder upon redemption of 30,508 downREIT
units of Federal Realty Partners L.P.

(99) Represents common shares that are issuable to the selling shareholder upon redemption of 2,026 downREIT
units of Federal Realty Partners L.P.

10

Edgar Filing: PIMCO CALIFORNIA MUNICIPAL INCOME FUND II - Form N-CSR

Table of Contents 24



Table of Contents

MATERIAL FEDERAL INCOME TAX CONSIDERATIONS

The following section summarizes the material federal income tax issues that you may consider relevant relating to
our taxation as a REIT under the Code, and the acquisition, ownership, and disposition of our common shares.
Because this section is a summary, it does not address all of the tax issues that may be important to you. For example,
the discussion of the tax treatment of our shareholders addresses only common shares held as capital assets (generally
property held for investment) within the meaning of Section 1221 of the Code. This discussion is based on current law
and does not purport to deal with all aspects of U.S. federal income taxation that may be relevant to a prospective
shareholder in light of its particular circumstances. In addition, this section does not address the tax issues that may be
important to certain types of shareholders that are subject to special treatment under the federal income tax laws, such
as financial institutions, brokers, dealers in securities and commodities, insurance companies, former U.S. citizens or
long-term residents, regulated investment companies, real estate investment trusts, tax-exempt organizations (except
to the extent discussed in �� Taxation of Tax-Exempt U.S. Shareholders� below), controlled foreign corporations, passive
foreign investment companies, persons that acquire shares in connection with employment or other performance of
personal services, persons subject to the alternative minimum tax, persons that are, or that hold their shares through,
partnerships or other pass-through entities, persons whose functional currency is not the U.S. dollar, persons that hold
shares as part of a straddle, hedge, conversion, synthetic security or constructive sale transaction for U.S. federal
income tax purposes, persons that purchase or sell shares as part of a wash sale for tax purposes, or non-U.S.
individuals and foreign corporations (except to the extent discussed in �� Taxation of Non-U.S. Shareholders� below). In
addition, this discussion is general in nature and is not exhaustive of all possible tax considerations, nor does it address
any aspect of state, local or foreign taxation or any U.S. federal tax other than the income tax and, only to the extent
specifically provided herein, certain excise taxes potentially applicable to REITs.

This summary is based upon the Code, the regulations of the U.S. Department of Treasury (�Treasury�) promulgated
thereunder and judicial and administrative rulings now in effect, all of which are subject to change or differing
interpretations, possibly with retroactive effect.

If a partnership, including an entity or arrangement that is treated as a partnership for U.S. federal income tax
purposes, is a beneficial owner of our shares, the treatment of the partnership, and partners in the partnership, will
generally depend on the status of the partner and the activities of the partnership. Partnerships holding shares, and
partners in such partnerships, should consult their tax advisors with regard to the U.S. federal income tax treatment of
an investment in our shares.

PROSPECTIVE INVESTORS SHOULD CONSULT THEIR TAX ADVISORS REGARDING THE SPECIFIC
FEDERAL, STATE, LOCAL, FOREIGN AND OTHER TAX CONSEQUENCES TO THEM OF THE
ACQUISITION, OWNERSHIP AND DISPOSITION OF OUR COMMON SHARES, OUR ELECTION TO BE
TAXED AS A REIT AND THE EFFECT OF POTENTIAL CHANGES IN APPLICABLE TAX LAWS.

Taxation of the Company

The statements in this section are based on the current federal income tax laws governing our qualification as a REIT.
We cannot assure you that new laws, interpretations of laws or court decisions, any of which may take effect
retroactively, will not cause any statement in this section to be inaccurate.

We elected to be taxed as a REIT under the federal income tax laws when we filed our 1962 federal income tax return.
We have been organized and have operated in a manner intended to qualify as a REIT and we intend to continue to
operate in that manner. This section discusses the laws governing the federal income tax treatment of a REIT and its
shareholders. These laws are highly technical and complex.
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In the opinion of our tax counsel, Pillsbury Winthrop Shaw Pittman LLP, (i) we qualified as a REIT under Sections
856 through 860 of the Code with respect to each of our taxable years ended through December 31, 2016; and (ii) we
are organized in conformity with the requirements for qualification as a REIT under the Code and our current method
of operation and ownership will enable us to meet the requirements for qualification and taxation as a REIT for the
current taxable year and for future taxable years, provided that we have operated and continue to operate in
accordance with various assumptions and factual representations made by us concerning our diversity of share
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ownership, business, properties and operations. We may not, however, have met or continue to meet such
requirements. You should be aware that opinions of counsel are not binding on the Internal Revenue Service (�IRS�) or
any court. Our qualification as a REIT depends on our ability to meet, on a continuing basis, certain qualification tests
set forth in the federal tax laws. Those qualification tests involve the percentage of income that we earn from specified
sources, the percentage of our assets that fall within certain categories, the diversity of the ownership of our shares,
and the percentage of our earnings that we distribute. We describe the REIT qualification tests in more detail below.
Pillsbury Winthrop Shaw Pittman LLP will not monitor our compliance with the requirements for REIT qualification
on an ongoing basis. Accordingly, our actual operating results may not satisfy the qualification tests. Pillsbury
Winthrop Shaw Pittman LLP�s opinion does not foreclose the possibility that we may have to use one or more of the
REIT savings provisions described below, which would require us to pay an excise or penalty tax (which could be
material) in order for us to maintain our REIT qualification. For a discussion of the tax treatment of us and our
shareholders if we fail to qualify as a REIT, see �� Requirements for REIT Qualification � Failure to Qualify.�

As a REIT, we generally will not be subject to federal income tax on the taxable income that we distribute to our
shareholders as a result of a deduction we receive for such distributions (the �dividends paid deduction�). The benefit of
that tax treatment is that it avoids the �double taxation� (i.e., at both the corporate and shareholder levels) that generally
results from owning shares in a subchapter C corporation. However, we will be subject to federal tax in the following
circumstances:

� we will pay federal income tax on taxable income (including net capital gain) that we do not distribute to our
shareholders during, or within a specified time period after, the calendar year in which the income is earned;

� we may be subject to the �alternative minimum tax� on any items of tax preference that we do not distribute or
allocate to our shareholders;

� we will pay income tax at the highest corporate rate on (i) net income from the sale or other disposition of
property acquired through foreclosure or after a default on a loan secured by the property or a lease of the
property (�foreclosure property�) that we hold primarily for sale to customers in the ordinary course of
business and (ii) other non-qualifying income from foreclosure property;

� we will pay a 100% tax on net income from certain sales or other dispositions of property (other than
foreclosure property) that we hold primarily for sale to customers in the ordinary course of business
(�prohibited transactions�);

� our subsidiaries that are C corporations, including our �taxable REIT subsidiaries,� generally will be required
to pay federal corporate income tax on their earnings;

� we will pay a 100% excise tax on transactions with a taxable REIT subsidiary that are not conducted on an
arm�s-length basis;
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� if we fail to satisfy the 75% gross income test or the 95% gross income test (as described below under ��
Requirements for REIT Qualification � Income Tests�), but nonetheless continue to qualify as a REIT because
we meet certain other requirements, we will pay a 100% tax on (i) the gross income attributable to the
greater of the amount by which we fail, respectively, the 75% or 95% gross income test, multiplied, in either
case, by (ii) a fraction intended to reflect our profitability;

� if we fail, in more than a de minimis fashion, to satisfy one or more of the asset tests for any quarter of a
taxable year, but nonetheless continue to qualify as a REIT because we qualify under certain relief
provisions, we may be required to pay a tax of the greater of $50,000 or a tax computed at the highest
corporate rate on the amount of net income generated by the assets causing the failure from the date of
failure until the assets are disposed of or we otherwise return to compliance with the asset test;

� if we fail to satisfy one or more of the requirements for REIT qualification (other than the income tests or the
asset tests), we nevertheless may avoid termination of our REIT election in such year if the failure is due to
reasonable cause and not due to willful neglect, but we would also be required to pay a penalty of $50,000
for each failure to satisfy the REIT qualification requirements;

12

Edgar Filing: PIMCO CALIFORNIA MUNICIPAL INCOME FUND II - Form N-CSR

Table of Contents 28



Table of Contents

� if we fail to distribute during a calendar year at least the sum of (i) 85% of our REIT ordinary income for
such year, (ii) 95% of our REIT capital gain net income for such year, and (iii) any undistributed taxable
income from prior periods, we will pay a nondeductible 4% excise tax on the excess of such required
distribution over (A) the amount we actually distributed, plus (B) retained amounts on which corporate-level
tax was paid by us;

� we may be required to pay monetary penalties to the IRS in certain circumstances, including if we fail to
meet record-keeping requirements intended to monitor our compliance with the rules relating to the
composition of a REIT�s shareholders;

� we may elect to retain and pay income tax on our net long-term capital gain; or

� if we acquire any asset from a C corporation (i.e., a corporation generally subject to full corporate-level tax)
in a merger or other transaction in which we acquire a �carryover� basis in the asset (i.e., basis determined by
reference to the C corporation�s basis in the asset (or another asset)) and no election is made for the
transaction to be taxable on a current basis, then if we recognize gain on the sale or disposition of such asset
during the 5-year period after we acquire such asset, we will pay tax at the highest regular corporate rate
applicable on the lesser of (i) the amount of gain that we recognize at the time of the sale or disposition and
(ii) the amount of gain that we would have recognized if we had sold the asset at the time we acquired the
asset.

Requirements for REIT Qualification

To qualify as a REIT, we must meet the following requirements:

1. we are managed by one or more trustees or directors;

2. our beneficial ownership is evidenced by transferable shares, or by transferable certificates of beneficial
interest;

3. we would be taxable as a domestic corporation, but for Sections 856 through 860 of the Code;

4. we are neither a financial institution nor an insurance company subject to certain provisions of the Code;

5. at least 100 persons are beneficial owners of our shares or ownership certificates;

6. not more than 50% in value of our outstanding shares or ownership certificates is owned, directly or
indirectly, by five or fewer individuals (as defined in the Code to include certain entities) during the last half
of any taxable year (the �5/50 Rule�);
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7. we elect to be a REIT (or have made such election for a previous taxable year) and satisfy all relevant filing
and other administrative requirements established by the IRS that must be met to elect and maintain REIT
status;

8. we use a calendar year for federal income tax purposes and comply with the record keeping requirements of
the Code and the related regulations of the Treasury; and

9. we meet certain other qualification tests, described below, regarding the nature of our income and assets and
the amount of our distributions to shareholders.

We must meet requirements 1 through 4 during our entire taxable year and must meet requirement 5 during at least
335 days of a taxable year of 12 months, or during a proportionate part of a taxable year of less than 12 months. If we
comply with all the requirements for ascertaining the ownership of our outstanding shares in a taxable year and have
no reason to know that we violated the 5/50 Rule, we will be deemed to have satisfied the 5/50 Rule for such taxable
year. For purposes of determining share ownership under the 5/50 Rule, an �individual� generally includes a
supplemental unemployment compensation benefits plan, a private foundation, or a portion of a trust permanently set
aside or used exclusively for charitable purposes. An �individual,� however, generally does not include a trust that is a
qualified employee pension or profit sharing trust under Code Section 401(a), and beneficiaries of such a trust will be
treated as holding our shares in proportion to their actuarial interests in the trust for purposes of the 5/50 Rule.
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We believe we have issued sufficient shares with sufficient diversity of ownership to satisfy requirements 5 and 6 set
forth above. In addition, our declaration of trust restricts the ownership and transfer of our shares so that we should
continue to satisfy requirements 5 and 6. The provisions of our declaration of trust restricting the ownership and
transfer of our shares are described in our Annual Report on Form 10-K for the fiscal year ended December 31, 2016
under the caption �Risk Factors � To maintain our status as a REIT, we limit the amount of shares any one shareholder
can own.�

We currently have several direct corporate subsidiaries and may have additional corporate subsidiaries in the future. A
corporation that is a �qualified REIT subsidiary� is not treated as a corporation separate from its parent REIT. All assets,
liabilities, and items of income, deduction, and credit of a qualified REIT subsidiary are treated as assets, liabilities,
and items of income, deduction, and credit of the REIT. A qualified REIT subsidiary is a corporation, all of the capital
stock of which is owned by the parent REIT, unless we and the subsidiary have jointly elected to have it treated as a
�taxable REIT subsidiary,� in which case it is treated separately from us and will be subject to federal corporate income
taxation. Thus, in applying the requirements described herein, any qualified REIT subsidiary of ours will be ignored,
and all assets, liabilities, and items of income, deduction, and credit of such subsidiary will be treated as our assets,
liabilities, and items of income, deduction, and credit. We believe all of our direct corporate subsidiaries are qualified
REIT subsidiaries, except for those that would qualify as taxable REIT subsidiaries or subsidiary REITs. Accordingly,
our qualified REIT subsidiaries are not subject to federal corporate income taxation, though they may be subject to
state and local taxation.

An unincorporated domestic entity, such as a partnership or limited liability company, that has a single beneficial
owner generally is not treated as an entity separate from its owner for federal income tax purposes. Similar to a
qualified REIT subsidiary, all assets, liabilities, and items of income, deduction, and credit of such a disregarded
entity are treated as assets, liabilities, and items of income, deduction, and credit of the owner. An unincorporated
domestic entity, such as a partnership or a limited liability company, with two or more beneficial owners is generally
treated as a partnership for federal income tax purposes. A REIT is treated as owning its proportionate share of the
assets of any partnership (which includes any limited liability company treated as a partnership) in which it is a
partner and as earning its allocable share of the gross income of the partnership for purposes of the applicable REIT
qualification tests. Thus, our proportionate share of the assets and items of income of any partnership (or limited
liability company treated as a partnership) in which we have acquired or will acquire an interest, directly or indirectly,
are treated as our assets and gross income for purposes of applying the various REIT qualification requirements. Our
proportionate share is generally determined, for these purposes, based on our percentage interest in partnership equity
capital, subject to special rules relating to the 10% asset test described below.

Income Tests. We must satisfy two gross income tests annually to maintain our qualification as a REIT:

� At least 75% of our gross income (excluding gross income from prohibited transactions, cancellation of
indebtedness, certain real estate liability hedges, and certain foreign currency hedges entered into, and
certain recognized real estate foreign exchange gains) for each taxable year must consist of defined types of
income that we derive, directly or indirectly, from investments relating to real property or mortgages on real
property or qualified temporary investment income (the �75% gross income test�). Qualifying income for
purposes of the 75% gross income test includes �rents from real property,� interest on debt secured by
mortgages on real property or on interests in real property, gain from the sale of real estate assets other than
debt instruments of �publicly offered� REITs (REITs that are required to file annual and periodic reports with
the Securities and Exchange Commission under the Securities Exchange Act of 1934) that qualify as real
estate assets solely for that reason, and dividends or other distributions on and gain from the sale of shares in
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other REITs; and

� At least 95% of our gross income (excluding gross income from prohibited transactions, cancellation of
indebtedness, certain real estate liability hedges, and certain foreign currency hedges entered into, and
certain recognized passive foreign exchange gains) for each taxable year must consist of income that is
qualifying income for purposes of the 75% gross income test, dividends, other types of interest, gain from
the sale or disposition of stock or securities, or any combination of the foregoing (the �95% gross income
test�).
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The following paragraphs discuss the specific application of these tests to us.

Rental Income. Our primary source of income derives from leasing properties. There are various limitations on
whether rent that we receive from real property that we own and lease to tenants will qualify as �rents from real
property� (which is qualifying income for purposes of the 75% and 95% gross income tests) under the REIT tax rules:

� If the rent is based, in whole or in part, on the income or profits of any person although, generally, rent may
be based on a fixed percentage or percentages of receipts or sales, the rent will not qualify as �rents from real
property.� Our leases provide for either fixed rent, sometimes with scheduled escalations, or a fixed minimum
rent and a percentage of gross receipts in excess of some threshold. We have not entered into any lease based
in whole or part on the net income of any person and on an ongoing basis will use our best efforts to avoid
entering into such arrangements unless, in either instance, we have determined or we determine in our
discretion that such arrangements will not jeopardize our status as a REIT;

� Except in certain limited circumstances involving taxable REIT subsidiaries, if we or someone who owns
10% or more of our shares owns 10% or more of a tenant from whom we receive rent, the tenant is deemed a
�related party tenant,� and the rent paid by the related party tenant will not qualify as �rents from real property.�
Our ownership and the ownership of a tenant is determined based on direct, indirect and constructive
ownership. The constructive ownership rules generally provide that if 10% or more in value of our shares are
owned, directly or indirectly, by or for any person, we are considered as owning the shares owned, directly
or indirectly, by or for such person. The applicable attribution rules, however, are highly complex and
difficult to apply, and we may inadvertently enter into leases with tenants who, through application of such
rules, will constitute �related party tenants.� In such event, rent paid by the related party tenant will not qualify
as �rents from real property,� which may jeopardize our status as a REIT. We believe that we have not leased
property to any related party tenant, except where we may rent to certain taxable REIT subsidiaries as
described below, or where we have determined in our discretion that the rent received from such related
party tenant is not material and will not jeopardize our status as a REIT. On an ongoing basis, we will use
our best efforts not to rent any property to a related party tenant (taking into account the applicable
constructive ownership rules), unless we determine in our discretion that the rent received from such related
party tenant will not jeopardize our status as a REIT;

� In the case of certain rent from a taxable REIT subsidiary which would, but for this exception, be considered
rent from a related party tenant, the space leased to the taxable REIT subsidiary must be part of a property at
least 90% of which is rented to persons other than taxable REIT subsidiaries and related party tenants, and
the amounts of rent paid to us by the taxable REIT subsidiary must be substantially comparable to the rents
paid by such other persons for comparable space. On an ongoing basis we use and will use our best efforts to
ensure that all space leased to our taxable REIT subsidiaries meets these conditions, unless we determine in
our discretion that the related party rent received from a taxable REIT subsidiary will not jeopardize our
status as a REIT;

� If the rent attributable to any personal property leased in connection with a lease of property is more than
15% of the total rent received under the lease, all of the rent attributable to the personal property will fail to
qualify as �rents from real property.� In general, we have not leased a significant amount of personal property
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under our current leases. If any incidental personal property has been leased, we believe that rent under each
lease from the personal property has been no more than 15% of total rent from that lease, and on an ongoing
basis we will use our best efforts to avoid leasing personal property in connection with a future lease except
where rent from the personal property is no more than 15% of total rent from that lease, unless, in either
instance, we have determined or we determine in our discretion that the amount of disqualified rent
attributable to the personal property will not jeopardize our status as a REIT; and

� In general, if we furnish or render services to our tenants, other than through a taxable REIT subsidiary or an
�independent contractor� who is adequately compensated and from whom we do not derive revenue, the
income received from the tenants may not be deemed �rents from real property.� We may provide services
directly, if the services are �usually or customarily rendered� in connection with the rental of space for
occupancy only and are not otherwise considered to be provided for the tenant�s convenience. In addition, we
may render directly a de minimis amount of �non-customary� services to the tenants of a property without
disqualifying the income as �rents from real property,� as long as our income from the services does not
exceed 1% of our income from the related property. We believe that we have not provided services to leased
properties that have caused rents to be disqualified as rents from real property, and on an
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ongoing basis in the future, we will use our best efforts to determine in our discretion that any services
provided will not cause rents to be disqualified as rents from real property, unless, in either instance, we
have determined or we determine in our discretion that the amount of disqualified rent resulting from such
services will not jeopardize our status as a REIT.

Based on, and subject to, the foregoing, we believe that rent from our leases should generally qualify as �rents from
real property� for purposes of the 75% and 95% gross income tests, except in amounts that should not jeopardize our
status as a REIT. As described above, however, the IRS may assert successfully a contrary position and, therefore,
prevent us from qualifying as a REIT.

Interest. For purposes of the gross income tests, the term �interest� generally does not include any amount received or
accrued, directly or indirectly, if the determination of all or some of the amount depends in any way on the income or
profits of any person. However, an amount received or accrued generally will not be excluded from the term �interest�
solely by reason of being based on a fixed percentage or percentages of receipts or sales. If a loan contains a provision
that entitles us to a percentage of the borrower�s gain upon the sale of the real property securing the loan or a
percentage of the appreciation in the property�s value as of a specific date, income attributable to that loan provision
will be treated as gain from the sale of the property securing the loan, which generally is qualifying income for
purposes of both gross income tests.

We may from time to time hold mortgage debt. Interest on debt secured by a mortgage on real property or on interests
in real property, including, for this purpose, discount points, prepayment penalties, loan assumption fees, and late
payment charges that are not compensation for services, generally is qualifying income for purposes of the 75% gross
income test. Interest on debt secured by a mortgage on both real and personal property is qualifying income for
purposes of both the 95% and 75% gross income tests if the fair market value of the personal property securing the
debt does not exceed 15% of the total fair market value of all property securing the debt. However, in the case of
acquisition of an existing loan secured by both real property and other property that does not meet the requirements of
the previous sentence, if the highest principal amount of the loan outstanding during a taxable year exceeds the fair
market value of the real property securing the loan as of the date we agreed to acquire the loan, then a portion of the
interest income from such loan will not be qualifying income for purposes of the 75% gross income test, but will be
qualifying income for purposes of the 95% gross income test. The portion of the interest income that will not be
qualifying income for purposes of the 75% gross income test will be equal to the portion of the principal amount of
the loan that is not secured by real property�that is, the amount by which the loan principal exceeds the value of the real
estate that is security for the loan as of the date we agreed to acquire the loan.

Dividends. Our share of any dividends received from any corporation (including any taxable REIT subsidiary, but
excluding any REIT) in which we own an equity interest will qualify for purposes of the 95% gross income test but
not for purposes of the 75% gross income test. Our share of any dividends received from any other REIT in which we
own an equity interest will be qualifying income for purposes of both gross income tests.

Tax on Income From Property Acquired in Foreclosure. We will be subject to tax at the maximum corporate rate on
any income from foreclosure property (other than income that would be qualifying income for purposes of the 75%
gross income test), less expenses directly connected to the production of such income. However, gross income from
foreclosure property will qualify under the 75% and 95% gross income tests. �Foreclosure property� is any real property
(including interests in real property) and any personal property incident to such real property:

� that is acquired by a REIT at a foreclosure sale, or having otherwise become the owner or in possession of
the property by agreement or process of law, after a default (or imminent default) on a lease of such property
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or on a debt owed to the REIT secured by the property;

� for which the related loan was acquired by the REIT at a time when default was not imminent or anticipated;
and

� for which the REIT makes a proper election to treat the property as foreclosure property.
A REIT will not be considered to have foreclosed on a property where it takes control of the property as a
mortgagee-in-possession and cannot receive any profit or sustain any loss except as a creditor of the mortgagor.
Generally, property acquired as described above ceases to be foreclosure property on the earlier of:

� the last day of the third taxable year following the taxable year in which the REIT acquired the property (or
longer if an extension is granted by the Secretary of the Treasury);
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� the first day on which a lease is entered into with respect to such property that, by its terms, will give rise to
income that does not qualify under the 75% gross income test or any amount is received or accrued, directly
or indirectly, pursuant to a lease entered into on or after such day that will give rise to income that does not
qualify under the 75% gross income test;

� the first day on which any construction takes place on such property (other than completion of a building, or
any other improvement, where more than 10% of the construction of such building or other improvement
was completed before default became imminent); or

� the first day that is more than 90 days after the day on which such property was acquired by the REIT and
the property is used in a trade or business that is conducted by the REIT (other than through an independent
contractor from whom the REIT itself does not derive or receive any income or through a taxable REIT
subsidiary).

Tax on Prohibited Transactions. A REIT will incur a 100% tax on net income (taking into account foreign currency
gains and losses) derived from any �prohibited transaction.� A �prohibited transaction� generally is a sale or other
disposition of property (other than foreclosure property) that the REIT holds primarily for sale to customers in the
ordinary course of a trade or business. The prohibited transaction rules do not apply to property held by a taxable
REIT subsidiary of a REIT. We believe that none of our assets (other than certain assets held through our taxable
REIT subsidiaries) are held for sale to customers and that a sale of any such asset would not be in the ordinary course
of our business. Whether a REIT holds an asset �primarily for sale to customers in the ordinary course of a trade or
business� depends, however, on the facts and circumstances in effect from time to time, including those related to a
particular asset.

The Code provides a safe harbor that, if met by us, allows us to avoid being treated as engaged in a prohibited
transaction. In order to meet the safe harbor, (i) we must have held the property for at least 2 years (and, in the case of
property which consists of land or improvements not acquired through foreclosure, we must have held the property for
2 years for the production of rental income), (ii) we must not have made aggregate expenditures includible in the basis
of the property during the 2-year period preceding the date of sale that exceed 30% of the net selling price of the
property, and (iii) during the taxable year the property is disposed of, we must not have made more than 7 property
sales or, alternatively, the aggregate adjusted basis or fair market value of all of the properties sold by us during the
taxable year must not exceed 10% of the aggregate adjusted basis or 10% of the fair market value, respectively, of all
of our assets as of the beginning of the taxable year. With respect to clause (iii) above, if we rely on one of the
alternative percentage tests rather than the 7-sale limitation, (A) we are permitted to sell properties with an aggregate
adjusted basis (or fair market value) of up to 20% of the aggregate bases in (or fair market value of) our assets as long
as the 10% standard is satisfied on average over the three-year period comprised of the taxable year at issue and the
two immediately preceding taxable years, and (B) substantially all of the marketing and development expenditures
with respect to the property must be made through a taxable REIT subsidiary or an independent contractor from whom
we do not derive or receive any income. We believe we have complied with the terms of the safe harbor provision and
we will attempt to comply with the terms of the safe harbor in the future, except where we determine in our discretion
that a particular transaction will avoid prohibited transaction treatment regardless of the safe harbor. We may fail to
comply with the safe harbor provision and may sell or dispose of property that could be characterized as property held
�primarily for sale to customers in the ordinary course of a trade or business.�

Tax and Deduction Limits on Certain Transactions with Taxable REIT Subsidiaries. A REIT will incur a 100% tax
on certain transactions between a REIT and a taxable REIT subsidiary to the extent the transactions are not on an
arms-length basis. In addition, under certain circumstances the interest paid by a taxable REIT subsidiary to the REIT
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may not be deductible by the taxable REIT subsidiary. We believe that none of the transactions we have had with our
taxable REIT subsidiaries will give rise to the 100% tax and that none of our taxable REIT subsidiaries will be subject
to the interest deduction limits.
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Hedging Transactions. Except to the extent provided by Treasury regulations, any income we derive from a hedging
transaction (which may include entering into interest rate swaps, caps, and floors, options to purchase these items, and
futures and forward contracts) which (i) is clearly identified as such as specified in the Code and Treasury regulations,
and (ii) hedges indebtedness incurred or to be incurred by us to acquire or carry real estate assets or is entered into
primarily to manage the risk of foreign currency fluctuations with respect to qualifying income under the 75% or 95%
gross income test, including gain from the sale or disposition of such a transaction and certain income from hedging
transactions entered into to hedge existing hedging positions after any portion of the hedged indebtedness or property
is disposed of, will not constitute gross income for purposes of either the 75% or 95% gross income test, and therefore
will be exempt from these tests. Income from any hedging transaction not described above will likely be treated as
nonqualifying for both the 75% and 95% gross income tests.

Like-Kind Exchanges. We may dispose of properties in transactions intended to qualify as like-kind exchanges under
the Code. Such like-kind exchanges are intended to result in the deferral of gain for federal income tax purposes. The
failure of any such transaction to qualify as a like-kind exchange could require us to pay federal income tax, possibly
including the 100% prohibited transaction tax, depending on the facts and circumstances surrounding the particular
transaction.

Relief from Consequences of Failing to Meet Income Tests. If we fail to satisfy one or both of the 75% and 95%
gross income tests for any taxable year, we nevertheless may qualify as a REIT for such year if we qualify for relief
under certain provisions of the Code. Those relief provisions generally will be available if our failure to meet such
tests is due to reasonable cause and not due to willful neglect, and we file a schedule of the sources of our income in
accordance with regulations prescribed by the Treasury. We may not qualify for the relief provisions in all
circumstances. In addition, as discussed above in � � Taxation of the Company,� even if the relief provisions apply, we
would incur a 100% tax on gross income to the extent we fail the 75% or 95% gross income test (whichever amount is
greater), multiplied by a fraction intended to reflect our profitability.

Asset Tests. To maintain our qualification as a REIT, we also must satisfy the following asset tests at the close of each
quarter of each taxable year:

� At least 75% of the value of our total assets must consist of cash or cash items (including certain receivables
and money market funds), U.S. government securities, �real estate assets,� or qualifying temporary
investments (the �75% asset test�).

� �Real estate assets� include interests in real property, interests in mortgages on real property and on
interests in real property, stock in other REITs, and debt instruments of publicly offered REITs. Real
estate assets also include personal property to the extent that rent attributable to such personal property
qualifies as rents from real property because it does not exceed 15% of the total rent received under the
lease. We believe that our properties qualify as real estate assets.

� �Interests in real property� include an interest in mortgage loans or land and improvements thereon, such
as buildings or other inherently permanent structures (including items that are structural components of
such buildings or structures), a leasehold of real property, and an option to acquire real property (or a
leasehold of real property).
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� Qualifying temporary investments are investments in stock or debt instruments during the one-year
period following our receipt of new capital that we raise through equity or long-term (at least
five-year) debt offerings.

� For investments not included in the 75% asset test, (A) the value of our interest in any one issuer�s securities
(which does not include our equity ownership of other REITs, any taxable REIT subsidiary, or any qualified
REIT subsidiary) may not exceed 5% of the value of our total assets (the �5% asset test�), (B) we may not own
more than 10% of the voting power or value of any one issuer�s outstanding securities (which does not
include our equity ownership in other REITs, any taxable REIT subsidiary, or any qualified REIT
subsidiary) (the �10% asset test�), and (C) no more than 25% of the value of our total assets may consist of the
securities of taxable REIT subsidiaries and our assets that are not qualifying assets for purposes of the 75%
asset test. For purposes of the 10% asset test that relates to value, the following are not treated as securities:
(i) loans to individuals and estates, (ii) securities issued by REITs, (iii) accrued obligations to pay rent;
(iv) certain debt meeting the definition of �straight debt� if neither we nor a taxable

18

Edgar Filing: PIMCO CALIFORNIA MUNICIPAL INCOME FUND II - Form N-CSR

Table of Contents 40



Table of Contents

REIT subsidiary that we control hold more than 1% of the issuer�s securities that do not qualify as �straight
debt,� and (v) debt issued by a partnership if the partnership meets the 75% gross income test with respect to
its own gross income. In addition, solely for purposes of the 10% asset test that relates to value, the
determination of our interest in the assets of a partnership in which we own an interest will be based on our
proportionate interest in any securities issued by the partnership, excluding for this purpose certain securities
described in the Code.

� The value of our securities in one or more taxable REIT subsidiaries (unless they would otherwise be treated
as real estate assets) may not exceed 25% of the value of our total assets (for taxable years beginning after
2017, the percentage of our total assets that may be represented by such securities of one or more taxable
REIT subsidiaries is reduced from 25% to 20%).

� The value of our holdings in debt instruments of publicly offered REITs (unless they would otherwise be
treated as real estate assets) may not exceed 25% of the value of our total assets.

We intend to select future investments so as to comply with the asset tests.

As described above, we may from time to time hold mortgage debt. Mortgage loans will generally qualify as real
estate assets for purposes of the 75% asset test to the extent that they are secured by real property. Further, a loan
secured by a mortgage on both real and personal property qualifies as a real estate asset for purposes of the 75% asset
test if the fair market value of the personal property securing the loan does not exceed 15% of the total fair market
value of all property securing the loan. However, for a loan secured by both real property and other property that does
not meet the requirements of the previous sentence, if the highest principal amount of the loan outstanding during a
taxable year exceeds the fair market value of the real property securing the loan as of the date we agreed to acquire the
loan, then a portion of such loan likely will not be a qualifying real estate asset. Under current law, it is not clear how
to determine what portion of such a loan will be treated as a real estate asset. Under recently issued guidance, the IRS
has stated that it will not challenge a REIT�s treatment of a loan as being, in part, a real estate asset for purposes of the
75% asset test if the REIT treats the loan as being a qualifying real estate asset in an amount equal to the lesser of
(i) the greater of (a) the current fair market value of the real property securing the loan or (b) the fair market value of
such property on the date the REIT acquires the loan, or (ii) the fair market value of the loan.

If we fail to satisfy the asset tests at the end of a calendar quarter, we would not lose our REIT status if (i) we satisfied
the asset tests at the close of the preceding calendar quarter and (ii) the discrepancy between the value of our assets
and the asset test requirements arose from changes in the market values of our assets and was not wholly or partly
caused by the acquisition of one or more non-qualifying assets. If we did not satisfy the condition described in clause
(ii) of the preceding sentence, we still could avoid disqualification as a REIT by eliminating any discrepancy within
30 days after the close of the calendar quarter in which the discrepancy arose.

Relief from Consequences of Failing to Meet Asset Tests. If we fail to satisfy one or more of the asset tests for any
quarter of a taxable year, we nevertheless may qualify as a REIT for such year if we qualify for relief under certain
provisions of the Code. Those relief provisions are available for failures of the 5% asset test and the 10% asset test if
(i) the failure is due to the ownership of assets that do not exceed the lesser of 1% of our total assets or $10 million,
and (ii) the failure is corrected or we otherwise return to compliance with the applicable asset test within 6 months
following the quarter in which it was discovered. In addition, should we fail to satisfy any of the asset tests other than
failures addressed in the previous sentence, we may nevertheless qualify as a REIT for such year if (i) the failure is
due to reasonable cause and not due to willful neglect, (ii) we file a schedule with a description of each asset causing
the failure in accordance with regulations prescribed by the Treasury, (iii) the failure is corrected or we otherwise
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return to compliance with the asset tests within 6 months following the quarter in which the failure was discovered,
and (iv) we pay a tax consisting of the greater of $50,000 or a tax computed at the highest corporate rate on the
amount of net income generated by the assets causing the failure from the date of failure until the assets are disposed
of or we otherwise return to compliance with the asset tests. We may not qualify for the relief provisions in all
circumstances.

Distribution Requirements. Each taxable year, we must distribute dividends (other than capital gain dividends and
deemed distributions of retained capital gain) to our shareholders in an aggregate amount at least equal to (1) the sum
of 90% of (A) our �REIT taxable income� (computed without regard to the dividends paid deduction and our net capital
gain) and (B) our net income (after tax), if any, from foreclosure property, minus (2) certain items of non-cash
income.
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We generally must pay such distributions in the taxable year to which they relate, or in the following taxable year if
we (i) declare a dividend in one of the last three months of the calendar year to which the dividend relates which is
payable to shareholders of record as determined in one of such months, and pay the distribution during January of the
following taxable year, or (ii) declare the distribution before we timely file our federal income tax return for such year
and pay the distribution on or before the first regular dividend payment date after such declaration.

Further, with respect to our 2014 and prior taxable years, in order for distributions to have been counted as satisfying
the annual distribution requirements for REITs and to provide us with a dividends paid deduction, our distributions
must not have been �preferential dividends.� A dividend is not a preferential dividend if that distribution is (1) pro rata
among all outstanding shares within a particular class and (2) in accordance with the preferences among different
classes of shares as set forth in our organizational documents. For taxable years beginning after December 31, 2014,
the preferential dividend rule does not apply to publicly offered REITs. We are a publicly offered REIT. Thus, so long
as we continue to qualify as a publicly offered REIT, the preferential dividend rule does not apply to our 2015 and
subsequent taxable years.

We will pay federal income tax at regular corporate rates on taxable income (including net capital gain) that we do not
distribute to shareholders. Furthermore, we will incur a 4% nondeductible excise tax if we fail to distribute during a
calendar year (or, in the case of distributions with declaration and record dates falling in the last three months of the
calendar year, by the end of January following such calendar year) at least the sum of (1) 85% of our REIT ordinary
income for such year, (2) 95% of our REIT capital gain income for such year, and (3) any undistributed taxable
income from prior periods. The excise tax is on the excess of such required distribution over the amounts we actually
distributed. We may elect to retain and pay income tax on the net long-term capital gain we receive in a taxable year.
See �� Taxation of Taxable U.S. Shareholders.� For purposes of the 4% excise tax, we will be treated as having
distributed any such retained amount. We have made, and we intend to continue to make, timely distributions
sufficient to satisfy the annual distribution requirements.

It is possible that, from time to time, we may experience timing differences between (1) the actual receipt of income
and actual payment of deductible expenses and (2) the inclusion of that income and deduction of such expenses in
arriving at our REIT taxable income. For example, we may not deduct recognized capital losses from our REIT
taxable income. Further, it is possible that, from time to time, we may be allocated a share of partnership net capital
gain attributable to the sale of depreciated property that exceeds our allocable share of cash attributable to that sale. As
a result of the foregoing, we may have less cash than is necessary to distribute taxable income sufficient to avoid
corporate income tax and the excise tax imposed on certain undistributed income or even to meet the 90% distribution
requirement. In such a situation, we may need to borrow funds, issue preferred shares or additional common shares to
raise the cash necessary to make required distributions or, if possible, pay taxable dividends of our shares or debt
securities.

We may satisfy the 90% distribution requirement with taxable distributions of our shares or debt securities. The IRS
has issued private letter rulings to other REITs treating certain distributions that are paid partly in cash and partly in
shares as dividends that would satisfy the REIT annual distribution requirement and qualify for the dividends paid
deduction for federal income tax purposes. Those rulings may be relied upon only by taxpayers to whom they were
issued, but we could request a similar ruling from the IRS. In addition, the IRS previously issued a revenue procedure
authorizing publicly traded REITs to make elective cash/share dividends, but that revenue procedure�s effectiveness
has expired and does not apply to our current and future taxable years. Accordingly, it is unclear whether and to what
extent we will be able to make taxable dividends payable in cash and shares. We have no current intention to make a
taxable dividend payable in our shares or debt securities.
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Under certain circumstances, we may be able to correct a failure to meet the distribution requirement for a year by
paying deficiency dividends to our shareholders in a later year. We may include such deficiency dividends in our
deduction for dividends paid for the earlier year. Although we may be able to avoid income tax on amounts distributed
as deficiency dividends, we will be required to pay interest to the IRS based upon the amount of any deduction we
take for deficiency dividends.
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Record Keeping Requirements. We must maintain certain records in order to qualify as a REIT. In addition, to avoid
a monetary penalty, we must request on an annual basis certain information from our shareholders designed to
disclose the actual ownership of our outstanding shares. We have complied, and intend to continue to comply, with
such requirements.

Revised Partnership Audit Rules. Recent changes to the rules applicable to federal income tax audits of partnerships
(including partnerships in which we are a partner) and the collection of any tax resulting from such audits or other tax
proceedings require the partnership itself to pay any �imputed underpayments,� consisting of delinquent taxes, interest,
and penalties deemed to arise out of an audit of the partnership, unless certain alternative methods are available and
the partnership elects to utilize them. The new rules generally do not apply to audits of taxable years beginning before
January 1, 2018, and many of the details, including the means by which a partnership can avail itself of the alternative
methods and the manner in which the alternative methods may apply to REITs, have not yet been determined.
Therefore, it is not clear at this time what effect these new rules will have on us or our partnerships. However, it is
possible that in the future, we and/or any partnership in which we are a partner could be subject to, or otherwise bear
the economic burden of, federal income tax, interest, and penalties resulting from a federal income tax audit as a result
of the partnership audit rule changes.

Relief from Other Failures of the REIT Qualification Provisions. If we fail to satisfy one or more of the
requirements for REIT qualification (other than the income tests or the asset tests), we nevertheless may avoid
termination of our REIT election in such year if the failure is due to reasonable cause and not due to willful neglect
and we pay a penalty of $50,000 for each failure to satisfy the REIT qualification requirements. We may not qualify
for this relief provision in all circumstances.

Failure to Qualify. If we fail to qualify as a REIT in any taxable year, and no relief provision applied, we would be
subject to federal income tax (including any applicable alternative minimum tax) on our taxable income at regular
corporate rates. In calculating our taxable income in a year in which we fail to qualify as a REIT, we would not be
able to deduct amounts paid out to shareholders and we would not be required to distribute any amounts to
shareholders in such year. In such event, to the extent of our current and accumulated earnings and profits, all
distributions to shareholders would be taxable as ordinary income. Any such dividends should, however, be �qualified
dividend income,� which is taxable at long-term capital gain rates for individual shareholders who satisfy certain
holding period requirements. See �� Taxation of Taxable U.S. Shareholders � Current Tax Rates.� Furthermore, subject to
certain limitations of the Code, corporate shareholders might be eligible for the dividends received deduction. Unless
we qualified for relief under specific statutory provisions, we also would be disqualified from taxation as a REIT for
the four taxable years following the year during which we ceased to qualify as a REIT. We cannot predict whether in
all circumstances we would qualify for such statutory relief.

Taxation of Taxable U.S. Shareholders

As used herein, the term �taxable U.S. shareholder� means a taxable beneficial owner of our common shares that for
U.S. federal income tax purposes is:

� a citizen or resident of the United States;

� a corporation (including an entity treated as a corporation for federal income tax purposes) created or
organized in or under the laws of the United States, any of its states or the District of Columbia;
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� an estate whose income is subject to U.S. federal income taxation regardless of its source; or

� a trust if (A) a U.S. court is able to exercise primary supervision over the administration of such trust and
one or more U.S. persons have the authority to control all substantial decisions of the trust, or (B) it has a
valid election in effect to be treated as a U.S. person.

Dividends and Other Taxable U.S. Shareholder Distributions. As long as we qualify as a REIT, a taxable U.S.
shareholder must take into account distributions on our common shares out of our current and accumulated earnings
and profits (and that we do not designate as capital gain dividends or retained long-term capital gain) as ordinary
income. Such distributions will not qualify for the dividends received deduction generally available to corporations. In
addition, dividends paid to taxable U.S. shareholders generally will not qualify for the maximum 20% tax rate for
�qualified dividend income.�
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In determining the extent to which a distribution constitutes a dividend for U.S. federal income tax purposes, our
earnings and profits will be allocated first to distributions with respect to our preferred shares and then to distributions
with respect to our common shares. If, for any taxable year, we elect to designate as capital gain dividends any portion
of the distributions paid for the year to our shareholders, the portion of the amount so designated (not in excess of our
net capital gain for the year) that will be allocable to the holders of each class or series of preferred shares will be the
amount so designated, multiplied by a fraction, the numerator of which will be the total dividends (within the meaning
of the Code) paid to the holders of such class or series of preferred shares for the year and the denominator of which
will be the total dividends paid to the holders of all classes of our shares for the year. The remainder of the designated
capital gain dividends will be allocable to holders of our common shares.

A taxable U.S. shareholder will recognize distributions that we designate as capital gain dividends as long-term capital
gain (to the extent they do not exceed our actual net capital gain for the taxable year) without regard to the period for
which the taxable U.S. shareholder has held its common shares. See ��Capital Gains and Losses� below. Subject to
certain limitations, we will designate whether our capital gain dividends are taxable at the usual capital gains rate or at
the higher rate applicable to depreciation recapture. A corporate taxable U.S. shareholder, however, may be required
to treat up to 20% of certain capital gain dividends as ordinary income.

We may elect to retain and pay income tax on the net long-term capital gain that we receive in a taxable year. In that
case, a taxable U.S. shareholder would be taxed on its proportionate share of our undistributed long-term capital gain.
The taxable U.S. shareholder would receive a credit or refund for its proportionate share of the tax we paid. The
taxable U.S. shareholder would increase the basis in its shares by the amount of its proportionate share of our
undistributed long-term capital gain, minus its share of the tax we paid.

A taxable U.S. shareholder will not incur tax on a distribution to the extent it exceeds our current and accumulated
earnings and profits if such distribution does not exceed the adjusted basis of the taxable U.S. shareholder�s common
shares. Instead, such distribution in excess of earnings and profits will reduce the adjusted basis of such common
shares. To the extent a distribution exceeds both our current and accumulated earnings and profits and the taxable U.S.
shareholder�s adjusted basis in its common shares, the taxable U.S. shareholder will recognize long-term capital gain
(or short-term capital gain if the shares have been held for one year or less), assuming the shares are a capital asset in
the hands of the taxable U.S. shareholder. In addition, if we declare a distribution in October, November, or December
of any year that is payable to a taxable U.S. shareholder of record on a specified date in any such month, such
distribution shall be treated as both paid by us and received by the taxable U.S. shareholder on December 31 of such
year, provided that we actually pay the distribution during January of the following calendar year. We will notify
taxable U.S. shareholders after the close of our taxable year as to the portions of the distributions attributable to that
year that constitute return of capital, ordinary income or capital gain dividends.

Taxation of Taxable U.S. Shareholders on the Disposition of Our Shares. In general, a taxable U.S. shareholder
must treat any gain or loss realized upon a taxable disposition of our common shares as long-term capital gain or loss
if the taxable U.S. shareholder has held the shares for more than one year and otherwise as short-term capital gain or
loss. In general, a taxable U.S. shareholder will realize gain or loss in an amount equal to the difference between the
sum of the fair market value of any property and the amount of cash received in such disposition and the taxable U.S.
shareholder�s adjusted tax basis. A taxable U.S. shareholder�s adjusted tax basis generally will equal the taxable U.S.
shareholder�s acquisition cost, increased by the excess of net capital gains deemed distributed to the taxable U.S.
shareholder (discussed above) less tax deemed paid on such gains and reduced by any returns of capital. However, a
taxable U.S. shareholder must treat any loss upon a sale or exchange of common shares held by such shareholder for
six months or less (after applying certain holding period rules) as a long-term capital loss to the extent of capital gain
dividends and other distributions from us that such taxable U.S. shareholder treats as long-term capital gain.
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Capital Gains and Losses. A taxpayer generally must hold a capital asset for more than one year for gain or loss
derived from its sale or exchange to be treated as long-term capital gain or loss. The highest marginal individual
income tax rate on ordinary income significantly exceeds the maximum tax rate on long-term capital gain applicable
to non-corporate taxpayers. The maximum tax rate on long-term capital gain from the sale or exchange of �Section
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1250 property� (i.e., depreciable real property) is, to the extent that such gain would have been treated as ordinary
income if the property were �Section 1245 property,� higher than the maximum long- term capital gain rate otherwise
applicable. With respect to distributions that we designate as capital gain dividends and any retained capital gain that
is deemed to be distributed, we may designate (subject to certain limits) whether such a distribution is taxable to our
non-corporate shareholders at the lower or higher rate. A taxable U.S. shareholder required to include retained
long-term capital gains in income will be deemed to have paid, in the taxable year of the inclusion, its proportionate
share of the tax paid by us in respect of such undistributed net capital gains. Taxable U.S. shareholders subject to these
rules will be allowed a credit or a refund, as the case may be, for the tax deemed to have been paid by such
shareholders. Taxable U.S. shareholders will increase their basis in their shares by the difference between the amount
of such includible gains and the tax deemed paid by the taxable U.S. shareholder in respect of such gains. In addition,
the characterization of income as capital gain or ordinary income may affect the deductibility of capital losses. A
non-corporate taxpayer may generally deduct capital losses not offset by capital gains against its ordinary income only
up to a maximum annual amount of $3,000. A non-corporate taxpayer may carry forward unused capital losses
indefinitely. A corporate taxpayer must pay tax on its net capital gain at ordinary corporate rates. A corporate taxpayer
can deduct capital losses only to the extent of capital gains, with unused losses being carried back three years and
forward five years.

Passive Activity and Investment Income Limitations. Distributions from us and gain from the disposition of our
common shares will not be treated as passive activity income and, therefore, taxable U.S. shareholders will not be able
to apply any passive activity losses against such income. Dividends from us (to the extent they do not constitute a
return of capital or capital gain dividends) and, on an elective basis, capital gain dividends and gain from the
disposition of common shares generally will be treated as investment income for purposes of the investment income
limitation.

Medicare Tax on Unearned Income. Certain taxable U.S. shareholders who are individuals, estates or trusts are
subject to a 3.8% Medicare tax on all or a portion of their �net investment income,� which may include all or a portion
of their dividends on our common shares and net gains from the taxable disposition of their shares. Taxable U.S.
shareholders that are individuals, estates or trusts should consult their tax advisors regarding the applicability of the
Medicare tax to any of their income or gains in respect of our common shares.

Current Tax Rates. The maximum tax rate on the long-term capital gains of domestic non-corporate taxpayers is
20%. The maximum tax rate on �qualified dividend income� is the same as the capital gains rate, and is substantially
lower than the maximum rate on ordinary income. Because, as a REIT, we are not generally subject to tax on the
portion of our REIT taxable income or capital gains distributed to our shareholders, our distributions are not generally
eligible for the tax rate on qualified dividend income. As a result, our ordinary REIT distributions are taxed at the
higher tax rates applicable to ordinary income. However, with respect to non-corporate taxpayers, the lower qualified
dividend income/capital gains tax rate (at a maximum of 20%) does generally apply to:

� a shareholder�s long-term capital gain, if any, recognized on the disposition of our shares;

� distributions we designate as long-term capital gain dividends (except to the extent attributable to real estate
depreciation, in which case the 25% tax rate applies);

�
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distributions attributable to dividends we receive from non-REIT corporations (including our taxable REIT
subsidiaries); and

� distributions to the extent attributable to income upon which we have paid corporate tax (for example, the
tax we would pay if we distributed less than all of our taxable REIT income).

In general, to qualify for the reduced tax rate on qualified dividend income, a shareholder must hold our shares for
more than 60 days during the 121-day period beginning on the date that is 60 days before the date on which our shares
become ex-dividend.

Information Reporting and Backup Withholding. Taxable U.S. shareholders that are �exempt recipients� (such as
corporations) generally will not be subject to U.S. backup withholding and related information reporting on payments
of dividends on, and the proceeds from the disposition of, our common shares unless, when required, they fail to
demonstrate their status as exempt recipients. In general, we will report to our other shareholders and to the
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IRS the amount of distributions we pay during each calendar year, and the amount of tax we withhold, if any. Under
the backup withholding rules, a shareholder may be subject to backup withholding (currently at the rate of 28%) with
respect to dividends unless such holder (1) is a corporation or comes within certain other exempt categories and, when
required, demonstrates this fact, or (2) provides a taxpayer identification number, certifies as to no loss of exemption
from backup withholding, and otherwise complies with the applicable requirements of the backup withholding rules.
A shareholder who does not provide us with its correct taxpayer identification number also may be subject to penalties
imposed by the IRS. In addition, we may be required to withhold a portion of capital gain distributions to any
shareholders who fail to certify their non-foreign status to us. Backup withholding is not an additional tax and may be
credited against a shareholder�s regular U.S. federal income tax liability or refunded by the IRS provided that the
shareholder provides the required information to the IRS in a timely manner.

Taxation of Tax-Exempt U.S. Shareholders

Tax-exempt entities, including qualified employee pension and profit sharing trusts and individual retirement accounts
and annuities (�exempt organizations�), generally are exempt from federal income taxation. However, they are subject to
taxation on their unrelated business taxable income (�UBTI�). While many investments in real estate generate UBTI, the
IRS has issued a published ruling that dividend distributions from a REIT to an exempt employee pension trust do not
constitute UBTI, provided that the exempt employee pension trust does not otherwise use the shares of the REIT in an
unrelated trade or business of the pension trust. Based on that ruling, amounts that we distribute to exempt
organizations generally should not constitute UBTI. However, if an exempt organization were to finance its
acquisition of shares with debt, a portion of the income that they receive from us would constitute UBTI pursuant to
the �debt-financed property� rules. Furthermore, social clubs, voluntary employee benefit associations, supplemental
unemployment benefit trusts and qualified group legal services plans that are exempt from taxation under paragraphs
(7), (9), (17), and (20), respectively, of Code Section 501(c) are subject to different UBTI rules, which generally will
require them to characterize distributions that they receive from us as UBTI unless the 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. Finally, in certain circumstances, a qualified employee pension or profit sharing trust
that owns more than 10% of our shares is required to treat a percentage of the dividends that it receives from us as
UBTI (the �UBTI Percentage�). The UBTI Percentage is equal to the gross income we derive from an unrelated trade or
business (determined as if we were a pension trust) divided by our total gross income for the year in which we pay the
dividends. The UBTI rule applies to a pension trust holding more than 10% of our shares only if:

� the UBTI Percentage is at least 5%;

� we qualify as a REIT by reason of the modification of the 5/50 Rule that allows the beneficiaries of the
pension trust to be treated as holding our shares in proportion to their actuarial interests in the pension trust;
and

� we are a �pension-held REIT� (i.e., either (1) one pension trust owns more than 25% of the value of our shares
or (2) a group of pension trusts individually holding more than 10% of the value of our shares collectively
owns more than 50% of the value of our shares).

Tax-exempt entities will be subject to the rules described above, under the heading �� Taxation of Taxable U.S.
Shareholders� concerning the inclusion of our designated undistributed net capital gains in the income of our
shareholders. Thus, such entities will, after satisfying filing requirements, be allowed a credit or refund of the tax
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Taxation of Non-U.S. Shareholders

The rules governing U.S. federal income taxation of non-U.S. shareholders (defined below) are complex. This section
is only a summary of such rules. We urge non-U.S. shareholders to consult their tax advisors to determine the impact
of the U.S. federal, state, and local income tax laws on ownership of our common shares, including any reporting
requirements. As used herein, the term �non-U.S. shareholder� means any taxable beneficial owner of our shares (other
than a partnership or entity that is treated as a partnership for U.S. federal income tax purposes) that is not a taxable
U.S. shareholder or exempt organization.
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Ordinary Dividends. A non-U.S. shareholder that receives a distribution that is not attributable to gain from our sale
or exchange of �U.S. real property interests� (as defined below) and that we do not designate as a capital gain dividend
or retained capital gain will recognize ordinary income to the extent that we pay such distribution out of our current
and accumulated earnings and profits. A withholding tax equal to 30% of the gross amount of the distribution
ordinarily will apply to such distribution unless an applicable tax treaty reduces or eliminates the tax. Under some
treaties, however, rates below 30% that are applicable to ordinary income dividends from U.S. corporations may not
apply to ordinary income dividends from a REIT or may apply only if the REIT meets certain additional conditions.
However, if a distribution is treated as effectively connected with the non-U.S. shareholder�s conduct of a U.S. trade or
business (and, if required by an applicable income tax treaty, attributable to a U.S. permanent establishment
maintained by the non-U.S. shareholder), the non-U.S. shareholder generally will be subject to federal income tax on
the distribution at graduated rates, in the same manner as taxable U.S. shareholders are taxed with respect to such
distributions (and also may be subject to the 30% branch profits tax in the case of a non-U.S. shareholder that is a
non-U.S. corporation unless the tax is reduced or eliminated by an applicable income tax treaty). We plan to withhold
U.S. income tax at the rate of 30% on the gross amount of any such distribution paid to a non-U.S. shareholder unless
(i) a lower treaty rate applies and the non-U.S. shareholder timely provides an IRS Form W-8BEN or W-8BEN-E to
us evidencing eligibility for that reduced rate, or (ii) the non-U.S. shareholder timely provides an IRS Form W-8ECI
to us claiming that the distribution is effectively connected income.

Return of Capital. A non-U.S. shareholder will not incur tax on a distribution to the extent it exceeds our current and
accumulated earnings and profits if such distribution does not exceed the adjusted basis of its common shares. Instead,
such distribution in excess of earnings and profits will reduce the adjusted basis of such shares. A non-U.S.
shareholder will be subject to tax to the extent a distribution exceeds both our current and accumulated earnings and
profits and the adjusted basis of its common shares, if the non-U.S. shareholder otherwise would be subject to tax on
gain from the sale or disposition of its shares, as described below. Because we generally cannot determine at the time
we make a distribution whether or not the distribution will exceed our current and accumulated earnings and profits,
we normally will withhold tax on the entire amount of any distribution just as we would withhold on a dividend.
However, a non-U.S. shareholder may obtain a refund of amounts that we withhold if we later determine that a
distribution in fact exceeded our current and accumulated earnings and profits.

If we are treated as a �United States real property holding corporation,� we will be required to withhold 15% of any
distribution that exceeds our current and accumulated earnings and profits, unless the non-U.S. shareholder is a
�qualified foreign pension fund� (or is wholly-owned by one or more qualified foreign pension funds) or a non-U.S.
shareholder that is publicly-traded and meets certain record-keeping and other requirements (a �qualified shareholder�),
each as defined in the Code. Consequently, although we intend to withhold at a rate of 30% on the entire amount of
any distribution, to the extent we do not do so, we may withhold at a rate of 15% on any portion of a distribution not
subject to withholding at a rate of 30% that is not made to a qualified foreign pension fund or a qualified shareholder.

Non-U.S. shareholders are urged to consult their tax advisors as to their qualification as a �qualified foreign pension
fund� or a �qualified shareholder.� The qualified shareholder provisions do not apply to the extent owners of such
qualified shareholders that are not also qualified shareholders own, actually or constructively, more than 10% of the
class of stock of the REIT held by the qualified shareholders (�applicable investors�). To the extent distributions not
allocable to an applicable investor exceed both our current and accumulated earnings and profits and the adjusted
basis of the qualified shareholder�s common shares, or result from certain redemptions or liquidating distributions,
such distributions are treated as ordinary dividends taxable as described above under �� Ordinary Dividends.�

Capital Gain Dividends. Provided that a particular class of our shares is �regularly traded� on an established securities
market in the United States, and the non-U.S. shareholder does not own more than 10% of the shares of such class at
any time during the one-year period preceding the distribution, then amounts distributed with respect to those shares
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that are designated as capital gains from our sale or exchange of U.S. real property interests (defined below) are
treated as ordinary dividends taxable as described above under �� Ordinary Dividends.�

If the foregoing exception does not apply, for example, because the non-U.S. shareholder owns more than 10% of the
relevant class of our shares, or because our shares are not regularly traded on an established securities market, the
non-U.S. shareholder will incur tax on distributions that are attributable to gain from our sale or exchange of U.S. real
property interests under the provisions of the Foreign Investment in Real Property Tax Act of 1980
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(�FIRPTA�). The FIRPTA rules described in this paragraph do not apply to such distributions to a qualified foreign
pension fund or a qualified shareholder (other than distributions allocable to an applicable investor), although such
distributions to a qualified shareholder not allocable to an applicable investor are treated as ordinary dividends taxable
as described above under �� Ordinary Dividends.� The term �U.S. real property interests� includes certain interests in real
property and stock in corporations at least 50% of whose assets consists of interests in real property, but excludes
mortgage loans and mortgage-backed securities. Under FIRPTA, a non-U.S. shareholder is taxed on distributions
attributable to gain from sales of U.S. real property interests as if such gain were effectively connected with a U.S.
business of the non-U.S. shareholder. A non-U.S. shareholder thus would be taxed on such a distribution at the normal
capital gain rates applicable to taxable U.S. shareholders (subject to applicable alternative minimum tax and a special
alternative minimum tax in the case of a nonresident alien individual). A corporate non-U.S. shareholder may also be
subject to the 30% branch profits tax unless the tax is reduced or eliminated by an applicable income tax treaty. We
must withhold 35% of any distribution that we could designate as a capital gain dividend. However, if we make a
distribution and later designate it as a capital gain dividend, then (although such distribution may be taxable to a
non-U.S. shareholder) it is not subject to withholding under FIRPTA. Instead, we must make-up the 35% FIRPTA
withholding from distributions made after the designation, until the amount of distributions withheld at 35% equals
the amount of the distribution designated as a capital gain dividend. A non-U.S. shareholder may receive a credit
against its FIRPTA tax liability for the amount we withhold.

Distributions to a non-U.S. shareholder that we designate at the time of distribution as capital gain dividends which
are not attributable to or treated as attributable to our disposition of a U.S. real property interest generally will not be
subject to U.S. federal income taxation, except as described below under �� Sale of Shares.�

Retention of Net Capital Gains. Although the law is not clear on the matter, it appears that amounts we designate as
retained capital gains in respect of our shares held by shareholders generally should be treated with respect to
non-U.S. shareholders in the same manner as actual distributions by us of capital gain dividends. Under this approach,
a non-U.S. shareholder would be able to offset as a credit against its U.S. federal income tax liability resulting from its
proportionate share of the tax paid by us on such retained capital gains, and to receive from the IRS a refund to the
extent of the non-U.S. shareholder�s proportionate share of such tax paid by us exceeds its actual U.S. federal income
tax liability, provided that the non-U.S. shareholder furnishes required information to the IRS on a timely basis. If we
were to designate any portion of our net capital gain as retained net capital gain, a non-U.S. shareholder should
consult its tax advisor regarding the taxation of such retained net capital gain.

Sale of Shares. A non-U.S. shareholder generally will not incur tax under FIRPTA on gain from the sale of its
common shares as long as we are a �domestically controlled REIT.� A �domestically controlled� REIT is a REIT in which
at all times during a specified testing period non-U.S. persons held, directly or indirectly, less than 50% in value of
our shares. We anticipate that we will continue to be a domestically controlled REIT, but there is no assurance that we
will continue to be so. However, even if we are not, or cease to be, a domestically controlled REIT, a non-U.S.
shareholder that owns, actually or constructively, 10% or less of a class of our of outstanding shares at all times during
a specified testing period will not incur tax under FIRPTA on a sale of such shares if shares of such class are �regularly
traded� on an established securities market. If neither of these exceptions were to apply, a non-U.S. shareholder that is
not a qualified foreign pension fund or a qualified shareholder (other than with respect to an applicable investor)
would be taxed under FIRPTA on the gain on the sale of the common shares, in which case such non-U.S. shareholder
would be required to file a U.S. federal income tax return and would be taxed in generally the same manner as taxable
U.S. shareholders with respect to such gain (subject to applicable alternative minimum tax and a special alternative
minimum tax in the case of nonresident alien individuals), and if the shares sold were not regularly traded on an
established securities market or we were not a domestically-controlled REIT, the purchaser of the shares may be
required to withhold and remit to the IRS 15% of the purchase price.
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A non-U.S. shareholder will incur tax on gain not subject to FIRPTA if (1) the gain is effectively connected with the
non-U.S. shareholder�s U.S. trade or business (and, if required by an applicable income tax treaty, is attributable to a
U.S. permanent establishment maintained by the non-U.S. shareholder), in which case the non-U.S. shareholder will
be subject to the same treatment as taxable U.S. shareholders with respect to such gain, or (2) the non-U.S.
shareholder is a nonresident alien individual who was present in the U.S. for 183 days or more during the taxable year,
in which case the non-U.S. shareholder will incur a 30% tax on his capital gains. Capital gains dividends not subject to
FIRPTA will be subject to similar rules. A non-U.S. shareholder that is treated as a corporation for U.S. federal
income tax purposes and has effectively connected income (as described in the first point above) may also,

26

Edgar Filing: PIMCO CALIFORNIA MUNICIPAL INCOME FUND II - Form N-CSR

Table of Contents 56



Table of Contents

under certain circumstances, be subject to an additional branch profits tax, which is generally imposed on a foreign
corporation on the deemed repatriation from the United States of effectively connected earnings and profits, at a 30%
rate, unless the rate is reduced or eliminated by an applicable income tax treaty.

Wash Sales. In general, special wash sale rules apply if a shareholder owning more than 5% of our common shares
avoids a taxable distribution of gain recognized from the sale or exchange of U.S. real property interests by selling our
shares before the ex-dividend date of the distribution and then, within a designated period, enters into an option or
contract to acquire shares of the same or a substantially identical class of our shares. If a wash sale occurs, then the
seller/repurchaser will be treated as having gain recognized from the sale or exchange of U.S. real property interests in
the same amount as if the avoided distribution had actually been received. Non-U.S. shareholders should consult their
own tax advisors on the special wash sale rules that apply to non-U.S. shareholders.

Information Reporting and Backup Withholding. We must report annually to the IRS and to each non-U.S.
shareholder the amount of distributions paid to such holder and the tax withheld with respect to such distributions,
regardless of whether withholding was required. Copies of the information returns reporting such distributions and
withholding may also be made available to the tax authorities in the country in which the non-U.S. shareholder resides
under the provisions of an applicable income tax treaty.

Backup withholding (currently at the rate of 28%) and additional information reporting will generally not apply to
distributions to a non-U.S. shareholder provided that the non-U.S. shareholder certifies under penalty of perjury that
the shareholder is a non-U.S. shareholder, or otherwise establishes an exemption. Notwithstanding the foregoing,
backup withholding may apply if either we or our paying agent has actual knowledge, or reason to know, that the
holder is a U.S. person that is not an exempt recipient. As a general matter, backup withholding and information
reporting will not apply to a payment of the proceeds of a sale of common shares effected at a foreign office of a
foreign broker. Information reporting (but not backup withholding) will apply, however, to a payment of the proceeds
of a sale of common shares by a foreign office of a broker that:

� is a U.S. person;

� derives 50% or more of its gross income for a specified three-year period from the conduct of a trade or
business in the U.S.;

� is a �controlled foreign corporation� (generally, a foreign corporation controlled by stockholders that are
United States persons) for U.S. tax purposes; or

� that is a foreign partnership, if at any time during its tax year more than 50% of its income or capital interests
are held by U.S. persons or if it is engaged in the conduct of a trade or business in the U.S.,

unless the broker has documentary evidence in its records that the holder or beneficial owner is a non-U.S. shareholder
and certain other conditions are met, or the shareholder otherwise establishes an exemption. Payment of the proceeds
of a sale of common shares effected at a U.S. office of a broker is subject to both backup withholding and information
reporting unless the shareholder certifies under penalty of perjury that the shareholder is a non-U.S. shareholder, or
otherwise establishes an exemption. Backup withholding is not an additional tax, and may be credited against a
non-U.S. shareholder�s U.S. federal income tax liability or refunded to the extent excess amounts are withheld,
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provided that the required information is timely supplied to the IRS.

Reporting and Withholding on Foreign Financial Accounts. Certain foreign financial institutions and non-financial
foreign entities are subject to a 30% U.S. federal withholding tax on dividends on our common shares unless (i) in the
case of a foreign financial institution (which term generally includes investment funds), such institution enters into an
agreement with the U.S. government (unless alternative procedures apply pursuant to an applicable intergovernmental
agreement between the United States and the relevant foreign government) to withhold on certain payments and to
collect and provide to the U.S. tax authorities substantial information regarding U.S. account holders of such
institution (which includes certain equity and debt holders of such institution, as well as certain account holders that
are foreign entities with U.S. owners) and to withhold on certain payments, and (ii) in the case of a non-financial
foreign entity, such entity provides the withholding agent with a certification identifying any direct and indirect U.S.
owners of the entity. In addition, if such disclosure requirements are not satisfied, withholding at a 30% rate on gross
proceeds from the sale or other disposition of our common shares by such
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foreign financial institutions and non-financial foreign entities will generally begin after December 31, 2018 (or such
other date as may be specified in guidance issued by the U.S. Treasury Department). Under certain circumstances, a
non-U.S. shareholder might be eligible for refunds or credits of such taxes. Prospective investors should consult their
tax advisors regarding the possible implications of these withholding provisions on the acquisition, ownership and
disposition of our common shares. We will not pay any additional amounts in respect of any amounts withheld.

Other Tax Considerations

State and Local Taxes. We and/or you may be subject to state and local tax in various states and localities, including
those states and localities in which we or you transact business, own property or reside. The state and local tax
treatment in such jurisdictions may differ from the federal income tax treatment described above. Consequently, you
should consult your tax advisors regarding the effect of state and local tax laws upon an investment in our securities.
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PLAN OF DISTRIBUTION

We will not receive any of the proceeds from the sale of the common shares covered by this prospectus.

The sale or distribution of all or any portion of the common shares covered by this prospectus may be effected from
time to time by the selling shareholders, or any of their permissible transferees or pledgees (including, but not limited
to, Morgan Stanley Private Bank, National Association). The sales may be made directly, indirectly through brokers
or dealers, or in a distribution by one or more underwriters on a firm commitment or best efforts basis, in the
over-the-counter market, on any national securities exchange or automated quotation system on which the common
shares covered by this prospectus may be listed or traded, in privately negotiated transactions, to or through a market
maker, or through any other legally available means. In addition, the sales may be made at market prices prevailing at
the time of sale, at prices related to such prevailing market prices or at negotiated prices.

The selling shareholders or their successors in interest may from time to time pledge or grant a security interest in
some or all of the common shares, preferred shares or downREIT units, and, if the selling shareholders default in the
performance of their secured obligations, the pledgees or secured parties may offer and sell the applicable common
shares from time to time under this prospectus; however, in the event of a pledge or the default on the performance of
a secured obligation by a selling shareholder, in order for the common shares to be sold under this registration
statement, unless permitted by law, we must file an amendment to this registration statement under applicable
provisions of the Securities Act amending the list of selling shareholders to include the pledgee, transferee, secured
party or other successors in interest as a selling shareholder under this prospectus.

The methods by which the common shares covered by this prospectus may be sold or distributed include any one or
more of the following:

� a block trade (which may involve crosses) in which the broker or dealer so engaged will attempt to sell the
common shares covered by this prospectus as agent but may position and resell a portion of the block as
principal to facilitate the transaction;

� purchases by a broker or dealer as principal and resale by such broker or dealer for its account pursuant to
this prospectus;

� ordinary brokerage transactions and transactions in which the broker solicits purchasers;

� pro rata distributions as part of the liquidation and winding up of the affairs of the selling shareholders or
successor in interest that is an entity;

� pledges to a lender as collateral to secure loans, credit or other financing arrangements and any subsequent
foreclosure thereunder; or

� any other legally available means.
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In effecting sales, brokers or dealers engaged by the selling shareholders may arrange for other brokers or dealers to
participate. Any public offering price and any discount, concession or commission allowed or reallowed or paid to
dealers may be changed from time to time and, as to any particular underwriter, broker, dealer or agent, may be in
excess of those customary in the types of transactions involved.

The selling shareholders may from time to time sell all or a portion of the common shares covered by this prospectus
short and deliver those securities to cover the short sale or sales, or may deliver the common shares covered by this
prospectus upon the exercise, settlement or closing of a call equivalent position or a put equivalent position. The
selling shareholders also may enter into hedging transactions with brokers, dealers or other financial institutions,
which may in turn engage in short sales of the common shares covered by this prospectus in the course of hedging the
positions they assume.

The selling shareholders and the brokers or dealers participating in the distribution of the common shares covered by
this prospectus may be deemed �underwriters� within the meaning of the Securities Act. Any profit on the sale of the
common shares covered by this prospectus by the selling shareholders and any discounts, concessions or commissions
received by any such brokers or dealers may be regarded as underwriting commissions under the Securities Act.
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In connection with the sale or distribution of the common shares covered by this prospectus, the rules of the SEC
permit any underwriter to engage in certain transactions that stabilize the price of the common shares covered by this
prospectus. These transactions may consist of bids or purchases for the purpose of pegging, fixing or maintaining the
price of the common shares covered by this prospectus.

Underwriters, brokers, dealers or agents may be entitled, under agreements with us, to indemnification against the
contribution toward certain civil liabilities, including liabilities under the Securities Act.

We will pay all expenses in connection with the registration of the common shares covered by this prospectus. The
selling shareholders will pay for any brokerage or underwriting commissions and taxes of any kind (including, without
limitation, transfer taxes) with respect to any disposition, sale or transfer of the common shares covered by this
prospectus.

The common shares covered by this prospectus not sold pursuant to the registration statement on Form S-3 of which
this prospectus is a part may be subject to certain restrictions under the Securities Act and could be sold, if at all, only
pursuant to Rule 144 or another exemption from the registration requirements of the Securities Act. In general, under
Rule 144, a person who is not, and has not been within the preceding three months, an affiliate of ours and also has
satisfied a six-month holding period may, under certain circumstances, sell the common shares covered by this
prospectus. Therefore, both during and after the effectiveness of the registration statement, the selling shareholders
may sell the common shares covered by this prospectus pursuant to Rule 144.

EXPERTS

The consolidated financial statements, schedules and management�s assessment of the effectiveness of internal control
over financial reporting incorporated by reference in this prospectus and elsewhere in the registration statement have
been so incorporated by reference in reliance upon the reports of Grant Thornton LLP, independent registered public
accountants, upon the authority of said firm as experts in accounting and auditing.

LEGAL MATTERS

The validity of the offered common shares and the accuracy of the discussion under �Material Federal Income Tax
Considerations� will be passed upon for us by Pillsbury Winthrop Shaw Pittman LLP, Washington, D.C.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and special reports, proxy statements and other information with the SEC. Our SEC filings
are available to the public at the SEC�s website at www.sec.gov. You may also read and copy any document we file at
the SEC�s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC at
1-800-SEC-0330 for further information on the operating rules and procedures for the public reference room. Reports,
proxy statements and other information concerning Federal Realty Investment Trust may also be inspected at the
offices of the New York Stock Exchange, which are located at 20 Broad Street, New York, NY 10005.

The SEC allows us to �incorporate by reference� the information we file with them, which means we can disclose
important information to you by referring you to those documents. The information we incorporate by reference is an
important part of our prospectus, and all information that we will later file with the SEC will automatically update and
supersede this information. Any statement contained in this prospectus or a document incorporated or deemed to be
incorporated by reference in this prospectus will be deemed to have been modified or superseded to the extent that a
statement contained in this prospectus, or in any subsequently filed document that also is or is deemed to be
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modified or superseded will not be deemed, except as so modified or superseded, to constitute a part of this
prospectus. We incorporate by reference the documents listed below (to the extent deemed filed and not furnished) as
well as any future filings made with the SEC under Sections 13(a), 13(c), 14, or 15(d) of the Exchange Act (Exchange
Act File No. 1-07533) made from the date of this prospectus until the selling shareholders sell all of the securities
under this prospectus as supplemented or until the earlier termination of the offering described herein.

� Our Annual Report on Form 10-K for the fiscal year ended December 31, 2016;

� Our Definitive Proxy Statement for our 2017 Annual Meeting of Shareholders, filed with the SEC on
March 23, 2017;

� Our Current Report on Form 8-K, filed with the SEC on February 10, 2017; and

� Description of our common shares contained in the Registration Statement on Form 8-A/A, filed June 6,
2002.

Copies of our SEC filings are available at no cost at our website, www.federalrealty.com. In addition, you may request
a copy of any report or document incorporated by reference in this prospectus, except the exhibits, unless such
exhibits are specifically incorporated by reference in this prospectus or in those documents, at no cost. Any such
request may be made by writing or by telephone and shall be directed to the following address:

Federal Realty Investment Trust

1626 East Jefferson Street

Rockville, Maryland 20852

Attention: Investor Relations

(301) 998-8100

Our prospectus does not contain all of the information included in the registration statement. We have omitted certain
parts of the registration statement in accordance with the rules and regulations of the SEC. For further information, we
refer you to the registration statement, including its exhibits and schedules. Statements contained in our prospectus
and any accompanying prospectus supplement about the provisions or contents of any contract, agreement or any
other document referred to are not necessarily complete. Please refer to the actual exhibit for a more complete
description of the matters involved. You may get copies of the exhibits by contacting the person named above.

You should rely only on the information in our prospectus, any prospectus supplement and the documents that are
incorporated by reference. We have not authorized anyone else to provide you with different information. We are not
offering these securities in any state where the offer is prohibited by law. You should not assume that the information
in this prospectus, any prospectus supplement or any incorporated document is accurate as of any date other than the
date of the document.
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913,482 Common Shares of Beneficial Interest

(par value $0.01 per share)

PROSPECTUS

May 3, 2017
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PART II

INFORMATION NOT REQUIRED IN PROSPECTUS

Item 14. Other Expenses of Issuance and Distribution
Set forth below are the amounts of fees and expenses (other than underwriting discounts and commissions) we will
pay in connection with the offering of our securities.

SEC Registration Fee $ 2,661
Printing and Duplicating Costs 1,000* 
Accounting Fees and Expenses 10,000* 
Legal Fees and Expenses 10,000* 
Miscellaneous 5,000* 

Total $ 28,661* 

* Estimated

Item 15. Indemnification of Trustees and Officers
The registrant�s declaration of trust authorizes the registrant, to the maximum extent permitted by Maryland law, to
obligate itself to indemnify and to pay or reimburse reasonable expenses in advance of final disposition of a
proceeding to (i) any individual who is a present or former shareholder, trustee or officer of the registrant or (ii) any
individual who, while a trustee of the registrant and at the request of the registrant, serves or has served as a director,
officer, partner, trustee, employee or agent of another corporation, real estate investment trust, partnership, joint
venture, trust, employee benefit plan or any other enterprise from and against any claim or liability to which such
person may become subject or which such person may incur by reason of his or her status. The registrant�s declaration
of trust also permits the registrant, with approval of the registrant�s Board of Trustees, to indemnify and advance
expenses to any person who served a predecessor of the registrant in any of the capacities described above and to any
employee or agent of the registrant or a predecessor of the registrant.

The registrant�s bylaws obligate it, to the maximum extent permitted by Maryland law, to indemnify (a) any trustee,
officer or shareholder or any former trustee, officer or shareholder, including any individual who, while a trustee,
officer or shareholder and at the express request of the registrant, serves or has served another real estate investment
trust, corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or any other
enterprise as a director, officer, shareholder, manager, member, partner or trustee of such real estate investment trust,
corporation, partnership, limited liability company, joint venture, trust, employee benefit plan or other enterprise, who
has been successful, on the merits or otherwise, in the defense of a proceeding to which he was made a party by reason
of service in such capacity, against reasonable expenses incurred by him in connection with the proceeding, (b) any
trustee or officer or any former trustee or officer against any claim or liability to which he may become subject by
reason of such status unless it is established that (i) his act or omission was material to the matter giving rise to the
proceeding and was committed in bad faith or was the result of active and deliberate dishonesty, (ii) he actually
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received an improper personal benefit in money, property or services or (iii) in the case of a criminal proceeding, he
had reasonable cause to believe that his act or omission was unlawful and (c) each shareholder or former shareholder
against any claim or liability to which he may become subject by reason of such status. In addition, the registrant�s
bylaws obligate it, without requiring a preliminary determination of the ultimate entitlement to indemnification, to pay
or reimburse, in advance of final disposition of a proceeding, reasonable expenses incurred by a trustee, officer or
shareholder or former trustee, officer or shareholder made a party to a proceeding by reason of such status, provided
that, in the case of a trustee or officer, the registrant must have received from such trustee or officer (i) a written
affirmation by the trustee or officer of his good faith belief that he
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has met the applicable standard of conduct necessary for indemnification by the registrant and (ii) a written
undertaking by or on his behalf to repay the amount paid or reimbursed by the registrant if it shall ultimately be
determined that the applicable standard of conduct was not met. The registrant may, with the approval of its trustees,
provide such indemnification or payment or reimbursement of expenses to any trustee, officer or shareholder or any
former trustee, officer or shareholder who served a predecessor of the Trust and to any employee or agent of the
registrant or a predecessor of the registrant. Any indemnification or payment or reimbursement of the expenses
permitted by the registrant�s bylaws will be furnished in accordance with the procedures provided for indemnification
or payment or reimbursement of expenses, as the case may be, under Section 2-418 of the Maryland General
Corporation Law, or the MGCL, for directors of Maryland corporations. The registrant may provide to trustees,
officers and shareholders such other and further indemnification or payment or reimbursement of expenses, as the case
may be, to the fullest extent permitted by the MGCL, as in effect from time to time, for directors of Maryland
corporations.

Title 8 of the Corporations and Associations Code of the State of Maryland, as amended, provides that a shareholder
or trustee of a Maryland real estate investment trust is not personally liable for the obligations of the real estate
investment trust, except that a trustee will be liable in any case in which a trustee otherwise would be liable and the
trustee�s act constitutes bad faith, willful misfeasance, gross negligence or reckless disregard of the trustee�s duties.
Title 8 further provides that a Maryland real estate investment trust may indemnify or advance expenses to trustees,
officers, employees, and agents of the trust to the same extent as is permitted for directors, officers, employees, and
agents of a Maryland corporation. Title 2 of the Corporations and Associations Code of the State of Maryland, as
amended, permits a Maryland corporation to indemnify its present and former directors and officers, among others,
against judgments, penalties, fines, settlements and reasonable expenses actually incurred by them in connection with
any proceeding to which they may be made a party by reason of their service in those or certain related capacities
unless it is established that (a) the act or omission of the director or officer was material to the matter giving rise to the
proceeding and (i) was committed in bad faith or (ii) was the result of active and deliberate dishonesty, (b) the director
or officer actually received an improper personal benefit in money, property or services or (c) in the case of any
criminal proceeding, the director or officer had reasonable cause to believe that the act or omission was unlawful.
However, a Maryland corporation may not indemnify a director or officer in a suit by or in the right of the trust if such
director or officer has been adjudged to be liable to the corporation.

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to trustees, officers or
persons controlling the registrant pursuant to the foregoing provisions, the registrant has been informed that in the
opinion of the Securities and Exchange Commission such indemnification is against public policy as expressed in the
Securities Act and is therefore unenforceable.

Item 16. Exhibits
The following exhibits, as noted, are filed herewith, previously have been filed, or will be filed by amendment.

Exhibit

No. Description

  3.1 Declaration of Trust of Federal Realty Investment Trust dated May 5, 1999 as amended by the Articles
of Amendment of Declaration of Trust of Federal Realty Investment Trust dated May 6, 2004, as
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corrected by the Certificate of Correction of Articles of Amendment of Declaration of Trust of Federal
Realty Investment Trust dated June 17, 2004, as amended by the Articles of Amendment of Declaration
of Trust of Federal Realty Investment Trust dated May 6, 2009 (previously filed as Exhibit 3.1 to the
Trust�s Registration Statement on Form S-3, filed on June 16, 2009 (File No. 333-160009) and
incorporated herein by reference)

  3.2 Amended and Restated Bylaws of Federal Realty Investment Trust dated February 12, 2003, as amended
October 29, 2003, May 5, 2004, February 17, 2006, May 6, 2009, and November 2, 2016 (previously
filed as Exhibit 3.2 to the Trust�s Annual Report on Form 10-K for the fiscal year ended December 31,
2016, filed on February 13, 2017 (File No. 001-07533) and incorporated herein by reference)
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  4.1 Specimen Common Share certificate (previously filed as Exhibit 4(i) to the Trust�s Annual Report on
Form 10-K for the year ended December 31, 1999 (File No. 1-07533) and incorporated herein by reference)

  5.1* Opinion of Pillsbury Winthrop Shaw Pittman LLP regarding the legality of the securities being registered

  8.1* Opinion of Pillsbury Winthrop Shaw Pittman LLP regarding certain federal income tax matters

23.1* Consent of Grant Thornton LLP

23.2* Consent of Pillsbury Winthrop Shaw Pittman LLP (included in Exhibits 5.1 and 8.1)

24.1* Power of Attorney

* Included with this filing.

Item 17. Undertakings.
(a) The undersigned registrant hereby undertakes:

(1) To file, during any period in which offers or sales are being made, a post-effective amendment to this registration
statement:

(i) to include any prospectus required by Section 10(a)(3) of the Securities Act of 1933, as amended;

(ii) to reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the
most recent post-effective amendment thereof) which, individually or in the aggregate, represent a fundamental
change in the information set forth in the registration statement; notwithstanding the foregoing, any increase or
decrease in volume of securities offered (if the total dollar value of securities offered would not exceed that which was
registered) and any deviation from the low or high end of the estimated maximum offering range may be reflected in
the form of prospectus filed with the Securities and Exchange Commission pursuant to Rule 424(b) if, in the
aggregate, the changes in volume and price represent no more than a 20 percent change in the maximum aggregate
offering price set forth in the �Calculation of Registration Fee� table in the effective registration statement; and

(iii) to include any material information with respect to the plan of distribution not previously disclosed in the
registration statement or any material change to such information in the registration statement;

provided, however, that paragraphs (a)(1)(i), (a)(1)(ii) and (a)(1)(iii) herein do not apply if the information required to
be included in a post-effective amendment by those paragraphs is contained in reports filed with or furnished to the
Securities and Exchange Commission by the registrant pursuant to Section 13 or Section 15(d) of the Securities
Exchange Act of 1934 that are incorporated by reference in the registration statement, or is contained in a form of
prospectus filed pursuant to Rule 424(b) that is part of the registration statement.

(2) That, for the purpose of determining any liability under the Securities Act of 1933, as amended, each such
post-effective amendment shall be deemed to be a new registration statement relating to the securities offered therein,
and the offering of such securities at that time shall be deemed to be the initial bona fide offering thereof.

(3) To remove from registration by means of a post-effective amendment any of the securities being registered which
remain unsold at the termination of the offering.
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(4) That, for the purpose of determining liability under the Securities Act of 1933, as amended, to any purchaser:

(i) each prospectus filed by the registrant pursuant to Rule 424(b)(3) shall be deemed to be part of the registration
statement as of the date the filed prospectus was deemed part of and included in the registration statement; and

(ii) each prospectus required to be filed pursuant to Rule 424(b)(2), (b)(5) or (b)(7) as part of a registration statement
in reliance on Rule 430B relating to an offering made pursuant to Rule 415(a)(1)(i), (vii) or (x) for the purpose of
providing the information required by Section 10(a) of the Securities Act of 1933, as amended, shall be deemed to be
part of and included in the registration statement as of the earlier of the date such form of prospectus is first used after
effectiveness or the date of the first contract of sale of securities in the offering described in the prospectus. As
provided in Rule 430B, for liability purposes of the issuer and any person that is at that date an underwriter, such date
shall be deemed to be a new effective date of the registration statement relating to the securities in the registration
statement to which the prospectus relates, and the offering of such securities at that time shall be deemed to be the
initial bona fide offering thereof. Provided, however, that no statement made in a registration statement or prospectus
that is part of the registration statement or made in a document incorporated or deemed incorporated by reference into
the registration statement or prospectus that is part of the registration statement will, as to a purchaser with a time of
contract of sale prior to such effective date, supersede or modify any statement that was made in the registration
statement or prospectus that was part of the registration statement or made in any such document immediately prior to
such effective date.

(5) That, for the purpose of determining liability of the registrant under the Securities Act of 1933, as amended, to any
purchaser in the initial distribution of the securities:

the undersigned registrant undertakes that in a primary offering of securities of the undersigned registrant pursuant to
this registration statement, regardless of the underwriting method used to sell the securities to the purchaser, if the
securities are offered or sold to such purchaser by means of any of the following communications, the undersigned
registrant will be a seller to the purchaser and will be considered to offer or sell such securities to such purchaser:

(i) any preliminary prospectus or prospectus of the undersigned registrant relating to the offering required to be filed
pursuant to Rule 424;

(ii) any free writing prospectus relating to the offering prepared by or on behalf of the undersigned registrant or used
or referred to by the undersigned registrant;

(iii) the portion of any other free writing prospectus relating to the offering containing material information about the
undersigned registrant or its securities provided by or on behalf of the undersigned registrant; and

(iv) any other communication that is an offer in the offering made by the undersigned registrant to the purchaser.

(b) The undersigned registrant hereby undertakes that, for purposes of determining any liability under the Securities
Act of 1933, as amended, each filing of the registrant�s annual report pursuant to Section 13(a) or Section 15(d) of the
Securities Exchange Act of 1934 (and, where applicable, each filing of an employee benefit plan�s annual report
pursuant to Section 15(d) of the Securities Exchange Act of 1934) that is incorporated by reference in the registration
statement shall be deemed to be a new registration statement relating to the securities offered therein, and the offering
of such securities at that time shall be deemed to be the initial bona fide offering thereof.

(c) Insofar as indemnification for liabilities arising under the Securities Act of 1933, as amended, may be permitted to
directors, officers and controlling persons of the registrant pursuant to the foregoing provisions, or otherwise, the
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registrant has been advised that, in the opinion of the Securities and Exchange Commission, such indemnification is
against public policy as expressed in the Securities Act of 1933, as amended, and is, therefore, unenforceable. In the
event that a claim for indemnification against such liabilities (other than for the payment by the registrant of expenses
incurred or paid by a director, officer or controlling person of the registrant in the successful defense of any action,
suit or proceeding) is asserted by such director, officer or controlling person in connection with the securities being
registered, the registrant will, unless in the opinion of its counsel the matter has been settled by controlling precedent,
submit to a court of appropriate jurisdiction the question whether such indemnification by it is against public policy as
expressed in the Securities Act of 1933, as amended, and will be governed by the final adjudication of such issue.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, the registrant certifies that it has reasonable grounds to
believe that it meets all of the requirements for filing on Form S-3 and has duly caused this registration statement to be
signed on its behalf by the undersigned, thereunto duly authorized, in the City of Rockville, State of Maryland, on
May 3, 2017.

FEDERAL REALTY INVESTMENT
TRUST

By: /s/ Dawn M. Becker
Dawn M. Becker

Executive Vice President-General

Counsel and Secretary
Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed by the following
persons in the capacities and on the dates indicated.

SIGNATURE TITLE DATE

/s/ Donald C. Wood

Donald C. Wood

President, Chief Executive

Officer and Trustee (principal executive officer)

May 3, 2017

/s/ Daniel Guglielmone

Daniel Guglielmone

Executive Vice President-Chief Financial Officer and
Treasurer (principal financial and accounting officer)

May 3, 2017

*

Joseph S. Vassalluzzo

Non-Executive Chairman May 3, 2017

*

Jon E. Bortz

Trustee May 3, 2017

*

David W. Faeder

Trustee May 3, 2017

*

Kristin Gamble

Trustee May 3, 2017
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*

Elizabeth I. Holland

Trustee May 3, 2017

*

Gail P. Steinel

Trustee May 3, 2017

*

Warren M. Thompson

Trustee May 3, 2017

*By: /s/ Dawn M. Becker
Dawn M. Becker

Attorney-in-fact
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EXHIBIT INDEX

Exhibit

No. Description

  3.1 Declaration of Trust of Federal Realty Investment Trust dated May 5, 1999 as amended by the Articles of
Amendment of Declaration of Trust of Federal Realty Investment Trust dated May 6, 2004, as corrected by
the Certificate of Correction of Articles of Amendment of Declaration of Trust of Federal Realty
Investment Trust dated June 17, 2004, as amended by the Articles of Amendment of Declaration of Trust of
Federal Realty Investment Trust dated May 6, 2009 (previously filed as Exhibit 3.1 to the Trust�s
Registration Statement on Form S-3, filed on June 16, 2009 (File No. 333-160009) and incorporated herein
by reference)

  3.2 Amended and Restated Bylaws of Federal Realty Investment Trust dated February 12, 2003, as amended
October 29, 2003, May 5, 2004, February 17, 2006, May 6, 2009, and November 2, 2016 (previously filed
as Exhibit 3.2 to the Trust�s Annual Report on Form 10-K for the fiscal year ended December 31, 2016, filed
on February 13, 2017 (File No. 001-07533) and incorporated herein by reference)

  4.1 Specimen Common Share certificate (previously filed as Exhibit 4(i) to the Trust�s Annual Report on
Form 10-K for the year ended December 31, 1999 (File No. 1-07533) and incorporated herein by reference)

  5.1* Opinion of Pillsbury Winthrop Shaw Pittman LLP regarding the legality of the securities being registered

  8.1* Opinion of Pillsbury Winthrop Shaw Pittman LLP regarding certain federal income tax matters

23.1* Consent of Grant Thornton LLP

23.2* Consent of Pillsbury Winthrop Shaw Pittman LLP (included in Exhibits 5.1 and 8.1)

24.1* Power of Attorney

* Included with this filing.
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