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If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, as amended, or the Securities Act, other than securities offered only in
connection with dividend or interest reinvestment plans, check the following box. x
If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
please check the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering. ¨
If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering. ¨
If this Form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that
shall become effective upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the
following box. ¨
If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.D. filed to
register additional securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check
the following box. ¨
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of "large accelerated filer," "accelerated filer" and "smaller
reporting company" in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer ¨ Accelerated filer ¨
Non-accelerated filer x 
(Do not check if a smaller
reporting company)

Smaller reporting company ¨

CALCULATION OF REGISTRATION FEE

Title of Each Class of
Securities to be Registered

Amount To Be
Registered

Proposed Maximum
Offering Price Per
Share

Proposed
Maximum
Aggregate Offering
Price

Amount of
Registration Fee

Common Stock, par value $.01 per share 5,714,274 (1) $9.53 (2) $54,457,031.22 $7,427.94 (3)

(1)

Represents the number of shares of the registrant's common stock that the registrant expects would be issuable
upon conversion of the registrant’s Series B Mandatorily Convertible Cumulative Perpetual Preferred Stock. In the
event of a stock split, stock dividend or similar transaction involving the common stock of the registrant, in order
to prevent dilution, the number of shares of common stock registered hereby shall be automatically adjusted to
cover the additional shares of common stock in accordance with Rule 416 under the Securities Act.

(2)
Estimated solely for purposes of the registration fee for this offering in accordance with Rule 457(c) of the
Securities Act on the basis of the average of the high and low prices of the registrant’s common stock on the NYSE
MKT on April 10, 2013.

(3)Previously paid in connection with the initial filing of this Registration Statement.

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its
effective date until the registrant shall file a further amendment which specifically states that this registration
statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act or until the
registration statement shall become effective on such date as the Securities and Exchange Commission, acting
pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. No person may sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This preliminary prospectus is
not an offer to sell these securities and it is not soliciting an offer to buy these securities in any state where the offer or
sale is not permitted.

SUBJECT TO COMPLETION, DATED MAY 10, 2013
PROSPECTUS
5,714,274 Shares
Common Stock
This prospectus relates to the possible resale of up to 5,714,274 shares of common stock of Preferred Apartment
Communities, Inc. that may be offered and sold from time to time by the selling stockholders named in this
prospectus. For information on the selling stockholders, please see the section entitled "Selling Stockholders"
beginning on page 2 of this prospectus.
We are registering the applicable shares of our common stock to provide the selling stockholders with freely tradable
securities. Such shares of our common stock were issued to the selling stockholders upon conversion of shares of our
Series B Mandatorily Convertible Cumulative Perpetual Preferred Stock, or Series B Preferred Stock. The registration
of the shares of our common stock covered by this prospectus does not necessarily mean that any shares of our
common stock will be sold by the selling stockholders.
We will not receive any proceeds from the sale of the shares of common stock covered by this prospectus. We will
pay the expenses of registering the shares of common stock to be sold in this offering under the Securities Act of
1933, as amended, or the Securities Act.
Our common stock trades on the NYSE MKT under the symbol "APTS." On May 9, 2013, the last reported sale price
of our common stock on the NYSE MKT was $9.12 per share.

Investing in our common stock involves significant risks. See "Risk Factors" on page 1 of this prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
our securities or passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a
criminal offense.
The date of this prospectus is                    , 2013
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Neither we nor any selling stockholder have authorized any dealer, salesperson or other person to give any
information or to make any representation other than those contained or incorporated by reference in this prospectus.
You must not rely upon any information or representation not contained or incorporated by reference in this
prospectus. This prospectus does not constitute an offer to sell or the solicitation of an offer to buy any securities other
than the registered securities to which it relates, nor does this prospectus constitute an offer to sell or the solicitation of
an offer to buy securities in any jurisdiction to any person to whom it is unlawful to make such offer or solicitation in
such jurisdiction. You should not assume that the information contained in this prospectus is accurate on any date
subsequent to the date set forth on its front cover or that any information we have incorporated by reference is correct
on any date subsequent to the date of the document incorporated by reference, even though this prospectus is delivered
or securities are sold on a later date.

i
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CAUTIONARY STATEMENT
REGARDING FORWARD-LOOKING STATEMENTS
Statements made in this prospectus and the information incorporated by reference into this prospectus that are not
historical factual statements are "forward-looking statements" within the meaning of Section 21E of the Securities
Exchange Act of 1934, as amended, or the Exchange Act; Section 27A of the Securities Act; and pursuant to the
Private Securities Litigation Reform Act of 1995. These forward-looking statements include information about
possible or assumed future results of our business, financial condition, liquidity, results of operations, plans and
objectives. When we use the words “believe,” “expect,” “anticipate,” “estimate,” “plan,” “continue,” “intend,” “should,” “could,” “may” or
similar expressions, we intend to identify forward-looking statements. Statements regarding the following subjects,
among others, may be forward-looking:

•use of proceeds of any offering;
•our business and investment strategy;
•our projected operating results;

•actions and initiatives of the U.S. government and changes to U.S. government policies and the execution and impact
of these actions, initiatives and policies;
•the state of the U.S. economy generally or in specific geographic areas;
•economic trends and economic recoveries;

•our ability to obtain and maintain financing arrangements, including through the Federal Home Loan Mortgage
Corporation, or Freddie Mac, and the Federal National Mortgage Association, or Fannie Mae;
•financing and advance rates for our target assets;
•our expected leverage;
•changes in the values of our assets;
•our expected portfolio of assets;
•our expected investments;
•interest rate mismatches between our target assets and our borrowings used to fund such investments;
•changes in interest rates and the market value of our target assets;
•changes in prepayment rates on our target assets;
•effects of hedging instruments on our target assets;
•rates of default or decreased recovery rates on our target assets;
•the degree to which our hedging strategies may or may not protect us from interest rate volatility;
•impact of and changes in governmental regulations, tax law and rates, accounting guidance and similar matters;
•our ability to maintain our qualification as a real estate investment trust, or REIT;
•our ability to maintain our exemption from registration under the Investment Company Act of 1940, as amended;
•availability of investment opportunities in mortgage-related and real estate-related investments and securities;
•availability of qualified personnel;
•estimates relating to our ability to make distributions to our stockholders in the future;
•our understanding of our competition; and
•market trends in our industry, interest rates, real estate values, the debt securities markets or the general economy.

The forward-looking statements are based on our beliefs, assumptions and expectations of our future performance,
taking into account all information currently available to us. You should not place undue reliance on these
forward-looking statements. These beliefs, assumptions and expectations can change as a result of many possible
events or factors, not all of which are known to us. For more information regarding risks that may cause our actual
results to differ materially from any forward-looking statements, see “Risk Factors.” If a change occurs, our business,
financial condition, liquidity and results of operations may vary materially from those expressed in our
forward-looking statements. Any forward-looking statement speaks only as of the date on which it is made. New risks
and uncertainties arise over time, and it is not possible for us to predict those events or how they may affect us. Except
as required by law, we are not obligated to, and do not intend to, update or revise any forward-looking statements,
whether as a result of new information, future events or otherwise.
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PREFERRED APARTMENT COMMMUNITIES, INC.
Unless the context otherwise requires or indicates, references to the "company", "we", "our" or "us" refers to Preferred
Apartment Communities, Inc., a Maryland corporation, together with its consolidated subsidiaries, including Preferred
Apartment Communities Operating Partnership, L.P., a Delaware limited partnership of which we are the sole general
partner, or the Operating Partnership, and "our manager" refers to Preferred Apartment Advisors, LLC, a Delaware
limited liability company which is our external manager and advisor and a related party.

Preferred Apartment Communities, Inc. was formed as a Maryland corporation on September 18, 2009, and has
elected to be taxed as a real estate investment trust, or REIT, under the Internal Revenue Code of 1986, as amended,
or the Code, effective with its tax year ended December 31, 2011. The company was formed primarily to acquire and
operate multifamily properties in select targeted markets throughout the United States. As part of our business
strategy, we may enter into forward purchase contracts or purchase options for to-be-built multifamily communities,
and we may make mezzanine loans, provide deposit arrangements or provide performance assurances, as may be
necessary or appropriate, in connection with the construction of multifamily communities and other properties. As a
secondary strategy, we may acquire or originate senior mortgage loans, subordinated loans or mezzanine debt secured
by interests in multifamily properties, membership or partnership interests in multifamily properties and other
multifamily related assets and invest not more than 10% of our total assets in other real estate related investments, as
determined by our manager. We have no employees of our own; our manager provides all managerial and
administrative personnel to us pursuant to the Third Amended and Restated Management Agreement, dated May 13,
2011, among the company, the Operating Partnership and the manager. Our manager is controlled by John A.
Williams, our Chairman of the Board of Directors and Chief Executive Officer.

Our consolidated financial statements include the accounts of the company and the Operating Partnership. The
company controls the Operating Partnership through its sole general partnership interest and conducts substantially all
its business through the Operating Partnership.

Our executive offices are located at 3625 Cumberland Boulevard, Suite 400, Atlanta, Georgia 30339. Our telephone
number is (770) 818-4100.

THE OFFERING

This prospectus relates to the resale of up to 5,714,274 shares of our common stock that may be offered and sold from
time to time by the selling stockholders named in this prospectus.

RISK FACTORS

Investing in our common stock involves significant risks. Before you decide whether to purchase any of our common
stock, in addition to the other information set forth or incorporated by reference in this prospectus, you should
carefully consider the risk factors set forth under the caption "Risk Factors" in our filings with the Securities and
Exchange Commission, or the SEC, pursuant to the Exchange Act, which are incorporated by reference herein.

USE OF PROCEEDS

The selling stockholders will receive all of the proceeds from the sale of shares of common stock under this
prospectus. We will not receive any proceeds from these sales. The selling stockholders will pay any underwriting
discounts and agent’s commissions and expenses they incur for brokerage, accounting, tax or legal services or any
other expenses they incur in disposing of the shares. We will bear all other costs, fees and expenses incurred in
effecting the registration of the shares covered by this prospectus. These may include, without limitation, all
registration and filing fees, NYSE MKT listing fees, fees and expenses of our counsel and accountants, and any blue
sky fees and expenses.
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SELLING STOCKHOLDERS

The following table provides information regarding the selling stockholders and the number of shares of our common
stock they may offer pursuant to this prospectus. Under the rules of the SEC, beneficial ownership includes shares
over which the indicated beneficial owner exercises voting or investment power.

Unless otherwise indicated in the footnotes to the table below, we believe that the selling stockholders named in the
table have sole voting and investment power with respect to all shares beneficially owned. The information regarding
shares beneficially owned after the offering assumes the sale of all shares offered by the selling stockholders. The
percentage ownership data is based on 5,323,605 shares of common stock issued and outstanding as of April 30, 2013,
including 33,046 shares of restricted stock that vested on May 9, 2013.

On January 17, 2013, we entered into securities purchase agreements, dated as of January 16, 2013, with the selling
stockholders listed below, pursuant to which, among other things, the company sold 40,000 shares of its Series B
Preferred Stock in a private placement to the selling stockholders in exchange for aggregate cash consideration of
$40,000,000. Each share of Series B Preferred Stock was sold to the selling stockholders at an offering price of $1,000
per share. The shares of our common stock for resale by the selling stockholders listed below were issued to the
selling stockholders upon the mandatory conversion of all 40,000 shares of the Series B Preferred Stock into an
aggregate of 5,714, 274 shares of our common stock on May 16, 2013.
We are registering the shares of our common stock for resale by the selling stockholders listed below. We are
registering such shares of our common stock covered by this prospectus in connection with registration rights that we
granted to each of the selling stockholders pursuant to a separate registration rights agreement entered into with each
selling stockholder, each dated as of January 16, 2013. The selling stockholders may from time to time offer for sale
all, some or none of the shares of common stock shown in the following table.

2
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Name

Shares Owned
Immediately
Prior to the
Offering

Shares Being
Offered for
Resale Under
this Prospectus

Immediately Following
the Offering(1)

Shares
Owned Percentage

683 Capital Partners, LP(2) 714,285 714,285 0 *
Ardsley Partners Fund II, L.P.(3) 197,857 197,857 0 *
Ardsley Partners Institutional Fund, L.P.(3) 159,285 159,285 0 *
BHR Master Fund, Ltd.(4) 792,857 792,857 0 *
BHR OC Master Fund, Ltd.(4) 264,285 264,285 0 *
Calapasas West Partners L.P.(5) 31,714 31,714 0 *
Condor Partners(6) 57,142 57,142 0 *
EJF Debt Opportunities Master Fund II, LP(7) 456,428 456,428 0 *
EJF Debt Opportunities Master Fund, LP(7) 457,857 457,857 0 *
EJF Income Fund, LP(7) 142,857 142,857 0 *
Emerson Family Foundation(8) 40,000 40,000 0 *
Emerson Partners(8) 40,000 40,000 0 *
Full Value Partners L.P. (5) 94,285 94,285 0 *
Full Value Special Situations Fund L.P. (5) 17,428 17,428 0 *
Grey Owl Partners, LP(9) 28,571 28,571 0 *
Harvest 2004 LLC(10) 468,571 468,571 0 *
Hoak Income Opportunity Fund, LP(11) 71,428 71,428 0 *
Hoak Public Equities, LP(11) 71,428 71,428 0 *
J. Steven Emerson 63,000 63,000 0 *
JPMCC CUST FBO J Steven Emerson R/O II
IRA(8) 52,000 52,000 0 *

JPMCC CUST FBO J Steven Emerson ROTH
IRA(8) 325,000 325,000 0 *

LDR Preferred Income Fund(12) 165,000 165,000 0 *
MAZ Partners LP(13) 25,000 25,000 0 *
MCM Opportunity Partners L.P. (5) 8,714 8,714 0 *
Mercury Partners LP(5) 39,285 39,285 0 *
Merestone Capital Management LLC(14) 428,571 428,571 0 *
Opportunity Partners L.P. (5) 111,142 111,142 0 *
Realty Income Fund(6) 14,285 14,285 0 *
Senvest Master Fund L.P.(15) 285,714 285,714 0 *
Steady Gain Partners, LP(5) 54,571 54,571 0 *
Tiburon Opportunity Fund(16) 35,714 35,714 0 *
Total 5,714,274 5,714,274 0 *
_______________

*    Less than one percent common stock outstanding, as applicable.
(1)    Assumes the selling stockholders sell all of the common stock being offered by this prospectus.
(2)    Ari Zweiman maintains sole voting and investment control over the shares held by 683 Capital Partners, LP.

(3)Philip Hempleman maintains sole voting and investment control over the shares held by Ardsley Partners Fund II,
L.P. and Ardsley Partners Institutional Fund, L.P.

(4)Michael Thompson maintains sole voting and investment control over the shares held by BHR Master Fund, Ltd.
and BHR OC Master Fund, Ltd.

(5)Andrew Dakos and Philip Goldstein share voting and investment control over the shares held by Calapasas West
Partners L.P., Full Value Partners L.P., Full Value Special Situations Fund L.P., MCM Opportunity Partners L.P.,
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Mercury Partners LP, Opportunity Partners L.P. and Steady Gain Partners, LP.

(6)Cindy Yee, Craig Kirkpatrick and Paul Gray share voting and investment control over the shares held by Condor
Partners and Realty Income Fund.

(7)Emanuel J. Friedman maintains sole voting and investment control over the shares held by EJF Debt Opportunities
Master Fund II, LP, EJF Debt Opportunities Master Fund, LP and EJF Income Fund, LP.

(8)
J. Steven Emerson maintains sole voting and investment control over the shares held by Emerson Family
Foundation, Emerson Partners, JPMCC CUST FBO J Steven Emerson R/O II IRA and JPMCC CUST FBO J
Steven Emerson ROTH IRA.

(9)Eric Brugel and Jeff Erber share voting and investment control over the shares held by Grey Owl Partners, LP.

3
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(10)Richard Horstmann maintains sole voting and investment control over the shares held by Harvest 2004 LLC.

(11)J. Hale Hoak and James M. Hoak, Jr. share voting and investment control over the shares held by Hoak Income
Opportunity Fund, LP and Hoak Public Equities, LP.

(12)Lawrence D. Raiman maintains sole voting and investment control over the shares held by LDR Preferred Income
Fund.

(13)Walter Schenker maintains sole voting and investment control over the shares held by MAZ Partners LP.

(14)Andrew St. Pierre and John Garofalo share voting and investment control over the shares held by Merestone
Capital Management LLC.

(15)Richard Mashaal maintains sole voting and investment control over the shares held by Senvest Master Fund L.P.
(16)Peter Bortel maintains sole voting and investment control over the shares held by Tiburon Opportunity Fund.

4
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PLAN OF DISTRIBUTION
Each selling stockholder may, from time to time, sell any or all their respective shares of common stock on any stock
exchange, market or trading facility on which the shares are traded or in private transactions. The selling stockholders
may use any one or more of the following methods when selling shares:

•ordinary brokerage transactions and transactions in which the broker-dealer solicits purchasers;
•    block trades in which the broker-dealer will attempt to sell the shares as agent but may position and resell a portion
of the block as principal to facilitate the transaction;
•    purchases by a broker-dealer as principal and resale by the broker-dealer for its account;
•    an exchange or market distribution in accordance with the rules of the applicable exchange or market;
•    privately negotiated transactions;
•    settlement of short sales;
•    broker-dealers may agree with a selling stockholder to sell a specified number of such shares at a stipulated price
per share;
•    through options, swaps or derivatives;
•    a combination of any such methods of sale; and
•    any other method permitted pursuant to applicable law.

A selling stockholder may also sell shares under Rule 144 under the Securities Act, if available, rather than under this
prospectus.

Broker-dealers engaged by a selling stockholder may arrange for other brokers-dealers to participate in sales.
Broker-dealers may receive commissions or discounts from the selling stockholder (or, if any broker-dealer acts as
agent for the purchaser of shares, from the purchaser) in amounts to be negotiated. The selling stockholders do not
expect these commissions and discounts to exceed what is customary in the types of transactions involved.

Each selling stockholder may from time to time transfer, pledge, assign or grant a security interest in some or all the
shares of common stock owned by it and, if it defaults in the performance of its secured obligations, the transferees,
pledgees, assignees or secured parties may offer and sell the shares of common stock from time to time under this
prospectus, or under a supplement to this prospectus under Rule 424(b)(3) or other applicable provision of the
Securities Act amending the list of selling stockholders to include the transferee, pledgee, assignee or other successors
in interest as selling stockholders under this prospectus.

In addition, the selling stockholders may enter into hedging transactions with broker-dealers which may engage in
short sales of shares in the course of hedging the positions they assume with the selling stockholders. The selling
stockholders also may sell shares short and deliver the shares to close out such short position. The selling stockholders
also may enter into option or other transactions with broker-dealers that require the delivery by such broker-dealers of
the shares, which shares may be resold thereafter pursuant to this prospectus or any related prospectus supplement.

Broker-dealers engaged by the selling stockholders may arrange for other broker-dealers to participate in sales. If the
selling stockholders effect such transactions through underwriters, broker-dealers or agents, such underwriters,
broker-dealers or agents may receive compensation in the form of discounts, concessions or commissions from the
selling stockholders or commissions from purchasers of the shares of our common stock for whom they may act as
agent or to whom they may sell as principal, or both (which discounts, concessions or commissions as to particular
underwriters, broker-dealers or agents may be less than or in excess of those customary in the types of transactions
involved).

Each selling stockholder and any broker-dealers or agents that are involved in selling the shares may be deemed to be
"underwriters" within the meaning of the Securities Act in connection with such sales. In such event, any commissions
received by such broker-dealers or agents and any profit on the resale of the shares purchased by them may be deemed
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to be underwriting commissions or discounts under the Securities Act. Each selling stockholder has informed us that
such selling stockholder does not have any agreement, arrangement or understanding, directly or indirectly, with any
person to distribute the common stock.

We are required to pay certain fees and expenses incurred incident to the registration of the shares of common stock
offered by this prospectus.

We have agreed to indemnify the selling stockholders against certain liabilities, including liabilities arising under the
Securities Act. The selling stockholders may agree to indemnify any agent, dealer or broker-dealer that participates in
transactions involving sales of shares of common stock against certain liabilities, including liabilities arising under the
Securities Act.

Because each selling stockholder may be deemed an underwriter, any selling stockholder must deliver this prospectus
and any supplements to this prospectus in the manner required by the Securities Act.

5
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The selling stockholders will be subject to the Exchange Act, including Regulation M promulgated thereunder, which
may limit the timing of purchases and sales of common stock by the selling stockholders and their affiliates.

Upon being notified by a selling stockholder that any material arrangement has been entered into with a broker-dealer
or underwriter for the sale of shares of common stock through a block trade, special offering, exchange distribution or
secondary distribution or a purchase by a broker or dealer, we will file a supplement to this prospectus, if required,
pursuant to Rule 424(b) under the Securities Act, disclosing (i) the name of each such selling stockholder and of the
participating broker-dealer(s) or underwriter(s), (ii) the number of shares of common stock involved, (iii) the price at
which such shares were or will be sold, (iv) the commissions paid or to be paid or discounts or concessions allowed to
such broker-dealer(s) or underwriter(s), where applicable, (v) that, as applicable, such broker-dealer(s) or
underwriter(s) did not conduct any investigation to verify the information set out or incorporated by reference in this
prospectus and (iv) other facts material to the transaction.

There can be no assurance that the selling stockholders will sell any or all of the shares of common stock registered
pursuant to the registration statement, of which this prospectus or any related prospectus supplement forms a part.

6
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DESCRIPTION OF SECURITIES

General

We were formed under the laws of the state of Maryland. The rights of our stockholders are governed by Maryland
law as well as our charter and by-laws. The following summary of the terms of our capital stock is only a summary,
and you should refer to the Maryland General Corporation Law, or MGCL, and our charter and by-laws for a full
description. The following summary is qualified in its entirety by the detailed information contained in our charter and
by-laws. Copies of our charter and by-laws are incorporated by reference as exhibits to the registration statement, of
which this prospectus is a part. See the section entitled "Where You Can Find More Information About Preferred
Apartment Communities" included elsewhere in this prospectus.

Our charter authorizes us to issue up to 400,066,666 shares of common stock, $0.01 par value per share, and
15,000,000 shares of preferred stock, $0.01 par value per share, 150,000 shares of which have been classified and
designated as Series A Redeemable Preferred Stock and 40,000 shares of which have been classified as Series B
Preferred Stock. Our charter authorizes our Board of Directors to amend our charter from time to time to increase or
decrease the aggregate number of authorized shares of stock or the number of shares of stock of any class or series
without stockholder approval. As of April 30, 2013, 5,323,605 shares of common stock were issued and outstanding
on a fully diluted basis, including 33,046 unvested restricted shares of common stock, 48,098 shares of Series A
Redeemable Preferred Stock were issued and outstanding, and 40,000 shares of Series B Preferred Stock were issued
and outstanding. Immediately following this offering, 11,037,879 shares of common stock will be issued and
outstanding, a maximum of 150,000 shares of Series A Redeemable Preferred Stock will be issued and outstanding
and no shares of Series B Preferred stock will be issued and outstanding. Under Maryland law, stockholders are not
generally liable for our debts or obligations.

As of April 30, 2013, there were outstanding (i) 48,128 warrants issued in connection with our Series A Redeemable
Preferred Stock offering that are exercisable for 962,560 shares of our common stock; (ii) warrants to purchase up to
150,000 shares of our common stock that were originally issued to International Assets Advisory, LLC, in its capacity
as financial advisor in our initial public offering; and (iii) 106,988 Class A Units of our Operating Partnership, with
each Class A Unit exchangeable for one share of our common stock or, at our option, the cash value of one share of
our common stock. Other than those described in the previous sentence, there are no outstanding warrants or rights of
any other kind in respect of our common stock.

Our charter also contains a provision permitting our Board of Directors, by resolution, to classify or reclassify any
unissued common stock or preferred stock into one or more classes or series by setting or changing the preferences,
conversion or other rights, voting powers, restrictions, limitations as to dividends or other distributions, qualifications,
or terms or conditions of redemption of any new class or series of stock, subject to certain restrictions, including the
express terms of any class or series of stock outstanding at the time. We believe that the power to classify or reclassify
unissued shares of stock and thereafter issue the classified or reclassified shares provides us with increased flexibility
in structuring possible future financings and acquisitions and in meeting other needs that might arise.

Our charter and by-laws contain certain provisions that could make it more difficult to acquire control of our company
by means of a tender offer, a proxy contest or otherwise. These provisions are expected to discourage certain types of
coercive takeover practices and inadequate takeover bids and to encourage persons seeking to acquire control of our
company to negotiate first with our Board of Directors. We believe that these provisions increase the likelihood that
proposals initially will be on more attractive terms than would be the case in their absence and facilitate negotiations
that may result in improvement of the terms of an initial offer that might involve a premium price for our common
stock or otherwise be in the best interest of our stockholders. See the section entitled "Risk Factors" included
elsewhere in this prospectus.
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Common Stock

Subject to the preferential rights of our Series A Redeemable Preferred Stock and any preferential rights of any other
class or series of stock and to the provisions of our charter regarding the restrictions on the ownership and transfer of
stock, the holders of common stock are entitled to such distributions as may be authorized from time to time by our
Board of Directors and declared by us out of legally available funds and, upon our liquidation, are entitled to receive
all assets available for distribution to our stockholders. Holders of common stock will not have preemptive rights,
which means that they will not have an automatic option to purchase any new shares that we issue, or preference,
conversion, exchange, sinking fund or redemption rights. Holders of common stock generally will have no appraisal
rights.

The holders of common stock shall vote together as a single class on all matters. Holders of shares of common stock
shall be entitled to vote for the election of directors. Directors may be removed from office, with or without cause, by
the affirmative vote of the holders of not less than 66 2/3% of the total voting power of all outstanding common stock.
Vacancies on the Board of Directors resulting from death, resignation, removal or otherwise and newly created
directorships resulting from any increase in the number of directors may be filled by a majority of the directors then in
office (although less than a quorum). Any such director elected to fill a
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vacancy will hold office until the next annual meeting of stockholders and until his or her successor is elected and
qualifies or until his or her earlier death, resignation or removal.

Preferred Stock

Our charter authorizes our Board of Directors, without stockholder approval, to designate and issue one or more
classes or series of preferred stock and to set or change the voting, conversion or other rights, preferences, restrictions,
limitations as to dividends or other distributions and qualifications or terms or conditions of redemption of each class
of shares so issued. If any preferred stock is publicly offered, the terms and conditions of such preferred stock,
including any convertible preferred stock, will be set forth in articles supplementary and described in a registration
statement registering the issuance of such preferred stock, if such preferred stock is registered. Because our Board of
Directors has the power to establish the preferences and rights of each class or series of preferred stock, it may afford
the holders of any series or class of preferred stock preferences, powers, and rights senior to the rights of holders of
common stock or other preferred stock. If we ever create and issue additional preferred stock with a distribution
preference over common stock or preferred stock, payment of any distribution preferences of new outstanding
preferred stock would reduce the amount of funds available for the payment of distributions on the common stock and
junior preferred stock. Further, holders of preferred stock are normally entitled to receive a preference payment if we
liquidate, dissolve, or wind up before any payment is made to the common stockholders, likely reducing the amount
common stockholders would otherwise receive upon such an occurrence. In addition, under certain circumstances, the
issuance of additional preferred stock may delay, prevent, render more difficult or tend to discourage the following:

•a merger, tender offer, or proxy contest;
•the assumption of control by a holder of a large block of our securities; or
•the removal of incumbent management.

Also, our Board of Directors, without stockholder approval, may issue additional preferred stock with voting and
conversion rights that could adversely affect the holders of common stock or preferred stock.

Series A Redeemable Preferred Stock

Our Board of Directors, including our independent directors, has created out of the authorized and unissued shares of
our preferred stock, a series of redeemable preferred stock, designated as the Series A Redeemable Preferred Stock.

The following is a brief description of the terms of our Series A Redeemable Preferred Stock. The description of our
Series A Redeemable Preferred Stock contained herein does not purport to be complete and is qualified in its entirety
by reference to the Articles Supplementary for our Series A Redeemable Preferred Stock, which have been filed with
the SEC and are incorporated by reference as an exhibit to the registration statement, of which this prospectus is a
part.

Rank. Our Series A Redeemable Preferred Stock ranks with respect to dividend rights and rights upon our liquidation,
winding-up or dissolution:

•
senior to our common stock and any other class or series of our capital stock, the terms of which expressly provide
that our Series A Redeemable Preferred Stock ranks senior to such class or series as to dividend rights or rights on our
liquidation, winding-up and dissolution;

•
junior to each class or series of our capital stock, including capital stock issued in the future, the terms of which
expressly provide that such class or series ranks senior to the Series A Redeemable Preferred Stock as to dividend
rights or rights on our liquidation, winding up and dissolution; and
•junior to all our existing and future debt obligations.
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Investors in the Series A Redeemable Preferred Stock should note that holders of common stock will receive
additional distributions from the sale of a property (in excess of their capital attributable to the asset sold) before the
holders of Series A Redeemable Preferred Stock receive a return of their capital.

Stated Value.  Each share of Series A Redeemable Preferred Stock has an initial "Stated Value" of $1,000, subject to
appropriate adjustment in relation to certain events, such as recapitalizations, stock dividends, stock splits, stock
combinations, reclassifications or similar events affecting our Series A Redeemable Preferred Stock, as set forth in the
Series A Articles Supplementary.

Dividends.  Subject to the preferential rights of the holders of any class or series of our capital stock ranking senior to
our Series A Redeemable Preferred Stock, if any such class or series is authorized in the future, the holders of Series
A Redeemable Preferred Stock are entitled to receive, when, and as authorized by our Board of Directors and declared
by us out of legally available
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funds, cumulative cash dividends on each share of Series A Redeemable Preferred Stock at an annual rate of six
percent (6%) of the Stated Value. Dividends on each share of Series A Redeemable Preferred Stock begin accruing on,
and are cumulative from, the date of issuance. We paid the initial dividend on our Series A Redeemable Preferred
Stock in May 2012 to stockholders of record as of April 30, 2012, and thereafter have consistently paid monthly
dividends on the Series A Redeemable Preferred Stock. We expect to continue to pay dividends on the Series A
Redeemable Preferred Stock monthly, unless our results of operations, our general financing conditions, general
economic conditions, applicable provisions of Maryland law or other factors make it imprudent to do so. We also
expect to continue to authorize and declare dividends on the shares of Series A Redeemable Preferred Stock on a
monthly basis payable on the 20th day of the month following the month for which the dividend was declared (or the
next business day if the 20th day is not a business day). The timing and amount of such dividends will be determined
by our Board of Directors, in its sole discretion, and may vary from time to time.

Holders of our shares of Series A Redeemable Preferred Stock are not entitled to any dividend in excess of full
cumulative dividends on our shares of Series A Redeemable Preferred Stock. Unless full cumulative dividends on our
shares of Series A Redeemable Preferred Stock for all past dividend periods have been or contemporaneously are
declared and paid or declared and a sum sufficient for the payment thereof is set apart for payment, we will not:

•

declare and pay or declare and set aside for payment dividends and we will not declare and make any other
distribution of cash or other property (other than dividends or distributions paid in shares of stock ranking junior to
the Series A Redeemable Preferred Stock as to the dividend rights or rights on our liquidation, winding-up or
dissolution, and options, warrants or rights to purchase such shares), directly or indirectly, on or with respect to any
shares of our common stock or any class or series of our stock ranking junior to or on parity with the Series A
Redeemable Preferred Stock as to dividend rights or rights on our liquidation, winding-up or dissolution for any
period; or

•

except by conversion into or exchange for shares of stock ranking junior to the Series A Redeemable Preferred Stock
as to dividend rights or rights on our liquidation, winding-up or dissolution, or options, warrants or rights to purchase
such shares, redeem, purchase or otherwise acquire (other than a redemption, purchase or other acquisition of
common stock made for purposes of an employee incentive or benefit plan) for any consideration, or pay or make
available any monies for a sinking fund for the redemption of, any common stock or any class or series of our stock
ranking junior to or on parity with the Series A Redeemable Preferred Stock as to dividend rights or rights on our
liquidation, winding-up or dissolution.

To the extent necessary to preserve our status as a REIT, the foregoing sentence, however, will not prohibit declaring
or paying or setting apart for payment any dividend or other distribution on the common stock.

Redemption at the Option of a Holder. Beginning two years from the date of original issuance of the shares of our
Series A Redeemable Preferred Stock to be redeemed, the holder will have the right to require the company to redeem
such shares of Series A Redeemable Preferred Stock at a redemption price equal to the Stated Value, less a 10%
redemption fee, plus any accrued but unpaid dividends.

Beginning three years from the date of original issuance of the shares of our Series A Redeemable Preferred Stock to
be redeemed, the holder will have the right to require the company to redeem such shares of Series A Redeemable
Preferred Stock at a redemption price equal to the Stated Value, less a 5% redemption fee, plus any accrued but unpaid
dividends.

Beginning four years from the date of original issuance of the shares of our Series A Redeemable Preferred Stock to
be redeemed, the holder will have the right to require the company to redeem such shares of Series A Redeemable
Preferred Stock at a redemption price equal to the Stated Value, less a 3% redemption fee, plus any accrued but unpaid
dividends.
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Beginning five years from the date of original issuance of the shares of our Series A Redeemable Preferred Stock to be
redeemed, the holder will have the right to require the company to redeem such shares of Series A Redeemable
Preferred Stock at a redemption price equal to 100% of the Stated Value, plus any accrued but unpaid dividends.

If a holder of Series A Redeemable Preferred Stock causes the company to redeem such shares of Series A
Redeemable Preferred Stock, we have the right, in our sole discretion, to pay the redemption price in cash or in equal
value of our common stock, based on the volume weighted average price of our common stock for the 20 trading days
prior to the redemption.

Our obligation to redeem any shares of our Series A Redeemable Preferred Stock is limited to the extent that we do
not have sufficient funds available to fund any such redemption or we are restricted by applicable law from making
such redemption.

Optional Redemption Following Death of a Holder.  Subject to restrictions, beginning on the date of original issuance
and ending two years thereafter, we will redeem shares of Series A Redeemable Preferred Stock held by a natural
person upon his or her death at the written request of the holder’s estate at a redemption price equal to the Stated
Value, plus accrued and unpaid dividends thereon through and including the date of redemption; provided, however,
that our obligation to redeem any of the shares of Series A
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Redeemable Preferred Stock is limited to the extent that we do not have sufficient funds available to fund any such
redemption or we are restricted by applicable law from making such redemption. Upon any such redemption request
from a holder's estate, we have the right, in our sole discretion, to pay the redemption price in cash or in equal value of
our common stock, based on the volume weighted average price of our common stock for the 20 trading days prior to
the redemption.

Optional Redemption by the Company. We will have the right to redeem any or all shares of our Series A Redeemable
Preferred Stock beginning on the tenth anniversary of the date of original issuance of the shares of Series A
Redeemable Preferred Stock to be redeemed. We will redeem such shares of Series A Redeemable Preferred Stock at
a redemption price equal to 100% of the Stated Value per share of Series A Redeemable Preferred Stock, plus any
accrued but unpaid dividends. We have the right, in our sole discretion, to pay the redemption price in cash or in equal
value of our common stock, based on the volume weighted average price of our common stock for the 20 trading days
prior to the redemption, in exchange for the Series A Redeemable Preferred Stock.

We may exercise our redemption right by delivering a written notice thereof to all, but not less than all, of the holders
of Series A Redeemable Preferred Stock. A notice of redemption shall be irrevocable. Each such notice will state the
date on which the redemption by us shall occur, which date will be 30 days following the notice date.

Liquidation Preference. Upon any voluntary or involuntary liquidation, dissolution or winding-up of our affairs,
before any distribution or payment shall be made to holders of our common stock or any other class or series of capital
stock ranking junior to our shares of Series A Redeemable Preferred Stock, the holders of shares of Series A
Redeemable Preferred Stock will be entitled to be paid out of our assets legally available for distribution to our
stockholders, after payment or provision for our debts and other liabilities, a liquidation preference equal to the Stated
Value per share, plus an amount equal to any accrued and unpaid dividends (whether or not declared) to and including
the date of payment.

After payment of the full amount of the liquidating distributions to which they are entitled, the holders of our shares of
Series A Redeemable Preferred Stock will have no right or claim to any of our remaining assets. Our consolidation or
merger with or into any other corporation, trust or other entity, the consolidation or merger of any other corporation,
trust or entity with or into us, the sale or transfer of any or all our assets or business, or a statutory share exchange will
not be deemed to constitute a liquidation, dissolution or winding-up of our affairs.

In determining whether a distribution (other than upon voluntary or involuntary liquidation), by dividend, redemption
or other acquisition of shares of our stock or otherwise, is permitted under the MGCL, amounts that would be needed,
if we were to be dissolved at the time of distribution, to satisfy the preferential rights upon dissolution of holders of
the Series A Redeemable Preferred Stock will not be added to our total liabilities.

Voting Rights. Our Series A Redeemable Preferred Stock has no voting rights.

Meetings and Special Voting Requirements

Subject to our charter restrictions on ownership and transfer of our stock and the terms of each class or series of stock,
including with respect to the vote by the common stock for the election of directors, each holder of common stock is
entitled at each meeting of stockholders to one vote per share owned by such stockholder on all matters submitted to a
vote of stockholders. There is no cumulative voting in the election of our Board of Directors, which means that the
holders of a majority of shares of our outstanding common stock can elect all the directors then standing for election
and the holders of the remaining shares of common stock will not be able to elect any directors.

Under Maryland law, a Maryland corporation generally cannot dissolve, amend its charter, merge, sell all or
substantially all its assets, engage in a share exchange or engage in similar transactions outside the ordinary course of
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business, unless declared advisable by the Board of Directors and approved by the affirmative vote of stockholders
entitled to cast at least two-thirds of the votes entitled to be cast on the matter. However, a Maryland corporation may
provide in its charter for approval of these matters by a lesser percentage, but not less than a majority of all the votes
entitled to be cast on the matter. Our charter does not provide for a lesser percentage in these situations.

An annual meeting of our stockholders will be held each year. Special meetings of stockholders may be called upon
the request of a majority of our directors, the chairman of the Board, the president or the chief executive officer and
must be called by our secretary to act on any matter that may properly be considered at a meeting of stockholders
upon the written request of stockholders entitled to cast at least a majority of the votes entitled to be cast on such
matter at the meeting (subject to the stockholders’ compliance with certain procedures set forth in our by-laws). The
presence of stockholders entitled to cast at least a majority of all the votes entitled to be cast at such meeting on any
matter, either in person or by proxy, will constitute a quorum.
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One or more persons who together are and for at least six months have been stockholders of record of at least five
percent of the outstanding shares of any class of our stock are entitled to receive a copy of our stockholder list upon
request in accordance with Maryland law. The list provided by us will include each stockholder’s name and address
and the number of shares owned by each stockholder and will be made available within 20 days of the receipt by us of
the request. Stockholders and their representatives shall also be given access to our by-laws, the minutes of
stockholder proceedings, our annual statements of affairs and any voting trust agreements on file at our principal
office during usual business hours. We have the right to request that a requesting stockholder represent to us that the
list and records will not be used to pursue commercial interests.

Restrictions on Ownership and Transfer

In order for us to continue to qualify as a REIT under the Code, we must meet the following criteria regarding our
stockholders’ ownership of our shares:

•

we cannot be "closely held" under Section 856(h) of the Code; that is, five or fewer individuals (as specially defined
in the Code to include specified private foundations, employee benefit plans and trusts and charitable trusts and
subject to certain constructive ownership rules) may not own, directly or indirectly, more than 50% in value of our
outstanding shares during the last half of a taxable year, other than our first REIT taxable year; and

•100 or more persons must beneficially own our shares during at least 335 days of a taxable year of twelve months or
during a proportionate part of a shorter taxable year, other than our first REIT taxable year.

See the section entitled "Material U.S. Federal Income Tax Considerations" included elsewhere in this prospectus for
further discussion of this topic. We may prohibit certain acquisitions and transfers of shares so as to ensure our
continued qualification as a REIT under the Code. However, there can be no assurance that this prohibition will be
effective. Because we believe it is essential for us to continue to qualify, among other purposes, our charter provides
(subject to certain exceptions) that no person may own, or be deemed to own by virtue of the attribution provisions of
the Code, more than 9.8% in value of the aggregate of our outstanding shares of stock or more than 9.8% (in value or
number of shares, whichever is more restrictive) of any class or series of shares of our stock.

Our Board of Directors, in its sole discretion, may waive this ownership limit (prospectively or retroactively) if
evidence satisfactory to our directors, including certain representations and undertakings required by our charter, is
presented that such ownership will not then or in the future jeopardize our status as a REIT. Also, these restrictions on
transferability and ownership will not apply if our directors determine that it is no longer in our best interests to
continue to qualify as a REIT or that compliance with such restrictions is no longer required in order for us to qualify
as a REIT.

In addition to prohibiting the transfer or ownership of our stock that would result in any person owning, directly or
indirectly, shares of our stock in excess of the foregoing ownership limitations, our charter prohibits the transfer or
ownership of our stock if such transfer or ownership would:

•with respect to transfers only, result in our stock being beneficially owned by fewer than 100 persons, determined
without reference to any rules of attribution;

•result in our being "closely held" within the meaning of Section 856(h) of the Code (regardless of whether the
ownership interest is held during the last half of a taxable year);
•result in our owning, directly or indirectly, more than 9.8% of the ownership interests in any tenant or subtenant; or
•otherwise result in our disqualification as a REIT.

If any attempted transfer of our stock, if effective, would result in a violation of these limitations, then the number of
shares causing the violation (rounded up to the nearest whole share) will be automatically transferred to a trust for the
exclusive benefit of one or more charitable beneficiaries (or, in the case of a transfer that would result in our stock
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being beneficially owned by fewer than 100 persons, be void), and the proposed transferee will not acquire any rights
in the shares. To avoid confusion, these shares so transferred to a beneficial trust will be referred to in this prospectus
as Excess Securities. Excess Securities will remain issued and outstanding shares and will be entitled to the same
rights and privileges as all other shares of the same class or series. The trustee of the beneficial trust, as holder of the
Excess Securities, will be entitled to receive all distributions authorized by the Board of Directors on such securities
for the benefit of the charitable beneficiary. Our charter further entitles the trustee of the beneficial trust to vote all
Excess Securities. If a transfer to the trust would be ineffective for any reason to prevent a violation of any of the
foregoing restrictions, the transfer resulting in such violation will be void from the time of such purported transfer.

The trustee of the beneficial trust will select a transferee to whom the Excess Securities may be sold as long as such
sale does not violate the 9.8% ownership limit or the other restrictions on ownership and transfer. Upon sale of the
Excess Securities, the intended transferee (the transferee of the Excess Securities whose ownership would have
violated the 9.8% ownership limit or the other restrictions on ownership and transfer) will receive from the trustee of
the beneficial trust the lesser of such sale proceeds, or the price per share the intended transferee paid for the Excess
Securities (or, in the case of a gift or devise to the intended transferee, the
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price per share equal to the market value per share on the date of the transfer to the intended transferee). The trustee
may reduce the amount payable to the intended transferee by the amount of dividends and other distributions which
have been paid to the intended transferee and are owed by the intended transferee to the trustee. The trustee of the
beneficial trust will distribute to the charitable beneficiary any amount the trustee receives in excess of the amount to
be paid to the intended transferee.

In addition, we have the right to purchase any Excess Securities at the lesser of (i) the price per share paid in the
transfer that created the Excess Securities (or, in the case of a devise or gift, the market price at the time of such devise
or gift), and (ii) the market price on the date we, or our designee, exercise such right. We may reduce the amount
payable to the intended transferee by the amount of dividends and other distributions which have been paid to the
intended transferee and are owed by the intended transferee to the trustee. We will have the right to purchase the
Excess Securities until the trustee has sold the shares. Upon a sale to us, the interest of the charitable beneficiary in the
shares sold will terminate and the trustee will distribute the net proceeds of the sale to the intended transferee.

Any person who (i) acquires or attempts or intends to acquire shares in violation of the foregoing ownership
limitations, or (ii) would have owned shares that resulted in a transfer to a charitable trust, is required to give us
immediate written notice or, in the case of a proposed or intended transaction, 15 days’ written notice. In both cases,
such persons must provide to us such other information as we may request in order to determine the effect, if any, of
such transfer on our status as a REIT. The foregoing restrictions will continue to apply until our Board of Directors
determines it is no longer in our best interest to continue to qualify as a REIT or that compliance with the restrictions
is no longer required in order for us to qualify as a REIT.

The 9.8% ownership limit does not apply to the underwriters in a public offering of shares. Any person who owns
more than 5% of the outstanding shares during any taxable year will be asked to deliver a statement or affidavit setting
forth the name and address of such owner, the number of shares beneficially owned, directly or indirectly, and a
description of the manner in which such shares are held. Each such person also must provide us with such additional
information as we may request in order to determine the effect of such ownership on our status as a REIT and to
ensure compliance with the 9.8% ownership limit.

Distribution Policy and Distributions

Holders of Series A Redeemable Preferred Stock are entitled to receive, when, and as authorized by our Board of
Directors and declared by us out of legally available funds, cumulative cash dividends on each share of Series A
Redeemable Preferred Stock at an annual rate of six percent (6%) of the Stated Value. Dividends on each share of
Series A Redeemable Preferred Stock will begin accruing on, and will be cumulative from, the date of issuance. We
paid the initial dividend on our Series A Redeemable Preferred Stock in the month following the first full month after
we received and accepted aggregate subscriptions in excess of the minimum offering pursuant to the Series A
Redeemable Preferred Stock offering, and thereafter have consistently paid monthly dividends on the Series A
Redeemable Preferred Stock. We expect to continue to pay dividends on the Series A Redeemable Preferred Stock
monthly, unless our results of operations, our general financing conditions, general economic conditions, applicable
provisions of Maryland law or other factors make it imprudent to do so. We also expect to continue to authorize and
declare dividends on the shares of Series A Redeemable Preferred Stock on a monthly basis payable on the 20th day
of the month following the month for which the dividend was declared (or the next business day if the 20th day is not
a business day). The timing and amount of such dividends will be determined by our Board of Directors, in its sole
discretion, and may vary from time to time.

Because all our operations will be performed indirectly through our Operating Partnership, our ability to pay
distributions depends on our Operating Partnership’s ability to pay distributions to its partners, including to us. If we
do not have enough cash from operations to fund the distribution, we may borrow, issue additional securities or sell
assets in order to fund the distributions.
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Distributions will be paid to our stockholders when and if authorized by our Board of Directors and declared by us out
of legally available funds as of the record dates selected by our Board of Directors. We expect to declare and pay
distributions to our common stockholders quarterly unless our results of operations, our general financial condition,
general economic conditions or other factors make it imprudent to do so. Distributions will be authorized at the
discretion of our Board of Directors, which will be influenced in part by its intention to comply with the REIT
requirements of the Code. We intend to make distributions sufficient to meet the annual distribution requirement and
to avoid U.S. federal income and excise taxes on our earnings; however, it may not always be possible to do so. The
funds we receive from operations that are available for distribution may be affected by a number of factors, including
the following:

•the amount of time required for us to invest the funds received in any offering;
•our operating and interest expenses;
•the ability of tenants to meet their obligations under the leases associated with our properties;
•the amount of distributions or dividends received by us from our indirect real estate investments;
•our ability to keep our properties occupied;
•our ability to maintain or increase rental rates when renewing or replacing current leases;
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•capital expenditures and reserves for such expenditures;
•the issuance of additional shares; and
•financings and refinancings.

We must distribute to our stockholders at least 90% of our taxable income each year in order to meet the requirements
for being treated as a REIT under the Code. This requirement is described in greater detail in the section entitled
"Material U.S. Federal Income Tax Considerations — REIT Qualification Tests — Annual Distribution Requirements"
included elsewhere in this prospectus. Our directors may authorize distributions in excess of this percentage as they
deem appropriate. Because we may receive income from interest or rents at various times during our fiscal year,
distributions may not reflect our income earned in that particular distribution period, but may be made in anticipation
of cash flow that we expect to receive during a later period and may be made in advance of actual receipt of funds in
an attempt to make distributions relatively uniform. To allow for such differences in timing between the receipt of
income and the payment of expenses, and the effect of required debt payments, among other things, could require us
to borrow funds from third parties on a short-term basis, issue new securities, or sell assets to meet the distribution
requirements that are necessary to achieve the tax benefits associated with qualifying as a REIT. These methods of
obtaining funding could affect future distributions by increasing operating costs and decreasing available cash. In
addition, such distributions may constitute a return of capital. See the section entitled "Material U.S. Federal Income
Tax Considerations — REIT Qualification Tests" included elsewhere in this prospectus. 
Business Combinations

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

•any person who beneficially owns 10% or more of the voting power of the corporation’s outstanding voting stock; or

•an affiliate or associate of the corporation who, at any time within the two-year period prior to the date in question,
was the beneficial owner of 10% or more of the voting power of the then outstanding stock of the corporation.

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

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

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

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

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

The statute permits various exemptions from its provisions, including business combinations that are exempted by the
board of directors before the time that the interested stockholder becomes an interested stockholder. Pursuant to the
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statute, our Board of Directors has adopted a resolution exempting any business combination with our manager or any
affiliate of our manager. Consequently, the five-year prohibition and the super-majority vote requirements will not
apply to business combinations between us and our manager or any affiliate of our manager. As a result, our manager
or any affiliate of our manager may be able to enter into business combinations with us that may not be in the best
interest of our stockholders, without compliance with the super-majority vote requirements and the other provisions of
the statute.

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

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

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

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

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

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

The control share acquisition statute does not apply: (i) to shares acquired in a merger, consolidation or share
exchange if the corporation is a party to the transaction; or (ii) to acquisitions approved or exempted by the charter or
by-laws of the corporation.

Our by-laws contain a provision exempting from the control share acquisition statute any and all acquisitions by any
person of shares of our stock. This provision may be amended or eliminated at any time in the future.

Subtitle 8

Subtitle 8 of Title 3 of the MGCL permits a Maryland corporation with a class of equity securities registered under the
Exchange Act, and at least three independent directors to elect to be subject, by provision in its charter or by-laws or a
resolution of its board of directors and notwithstanding any contrary provision in its charter or by-laws, to any or all of
five provisions:

•a classified board;
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•a two-thirds vote requirement for removing a director;
•a requirement that the number of directors be fixed only by vote of the directors;

•a requirement that a vacancy on the board be filled only by the remaining directors and for the remainder of the full
term of the class of directors in which the vacancy occurred; and
•a majority requirement for the calling of a special meeting of stockholders.

Our charter and by-laws provide that vacancies on our Board of Directors may be filled by the remaining directors.
Any such director elected to fill a vacancy will hold office until the next annual meeting of stockholders and until his
or her successor is elected and qualifies or until his or her earlier death, resignation or removal. Our charter also vests
in the Board of Directors the exclusive power to fix the number of directorships. In addition, our charter provides that
any director may be removed from office, with or without cause, by the affirmative vote of the holders of not less than
66-2/3% of the total voting power of all outstanding common stock. Our by-laws require, unless called by our
chairman of the Board of Directors, president, chief executive officer or Board of Directors, the request of holders of a
majority of outstanding shares to call a special meeting to act on any matter that may properly be considered at a
meeting of stockholders.

14
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Advance Notice of Director Nominations and New Business

Proposals to elect directors or conduct other business at an annual or special meeting must be brought in accordance
with our by-laws. The by-laws provide that any business may be transacted at the annual meeting without being
specifically designated in the notice of meeting. However, with respect to special meetings of stockholders, only the
business specified in the notice of the special meeting may be brought at that meeting.

Our by-laws also provide that nominations of individuals for election to the Board of Directors may be made at an
annual meeting (1) pursuant to the company’s notice of meeting, (2) by or at the direction of our Board of Directors, or
(3) by any stockholder who is a stockholder of record both at the time of giving of notice pursuant to the by-laws and
at the time of the annual meeting, who is entitled to vote at the meeting in the election of each individual so nominated
and who has complied with the advance notice procedures set forth in our by-laws. Our by-laws further provide that
the proposal of other business to be considered by stockholders may be made at an annual meeting (x) pursuant to the
notice of meeting, (y) by or at the direction of our Board of Directors, or (z) by any stockholder of record both at the
time of giving notice pursuant to the by-laws and at the time of the annual meeting, who is entitled to vote at the
meeting on any such other business and who has complied with the advance notice provisions set forth in our by-laws.

A notice of a director nomination or stockholder proposal to be considered at an annual meeting must be delivered to
our secretary at our principal executive offices:

•not later than 5:00 p.m., Eastern Time, on the 120th day nor earlier than 150 days prior to the first anniversary of the
date of release of the proxy statement for the previous year’s annual meeting; or

•

if the date of the meeting is advanced or delayed by more than 30 days from the anniversary date or if an annual
meeting has not yet been held, not earlier than 150 days prior to the annual meeting or not later than 5:00 p.m.,
Eastern Time, on the later of the 120th day prior to the annual meeting or the tenth day following the day on which
public announcement of the date of such meeting is first made.

Nominations of individuals for election to the Board of Directors may be made at a special meeting, (A) by or at the
direction of our Board of Directors, (B) by a stockholder that has requested that a special meeting be called for the
purpose of electing directors in compliance with the procedures set forth in our by-laws and that has supplied the
information required by our by-laws about each individual whom such stockholder proposes to nominate for election
as a director, or (C) provided that the special meeting has been called for the purpose of electing directors, by any
stockholder who is a stockholder of record both at the time of giving of notice and at the time of the special meeting,
who is entitled to vote at the meeting in the election of each individual so nominated and who complies with the notice
procedures set forth in our by-laws.

A notice of a director nomination to be considered at a special meeting must be delivered to our secretary at our
principal executive offices:

•not earlier than 120 days prior to the special meeting; and
•not later than 5:00 p.m., Eastern Time, on the later of either:
◦ninety days prior to the special meeting; or

◦ten days following the day of our first public announcement of the date of the special meeting and the nominees
proposed by our Board of Directors to be elected at the meeting.

Indemnification and Limitation of Directors’ and Officers’ Liability

Maryland law permits a Maryland corporation to include in its charter a provision limiting the liability of its directors
and officers to the corporation and its stockholders for money damages except for liability resulting from actual
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receipt of an improper benefit or profit in money, property or services or active and deliberate dishonesty established
by a final judgment as being material to the cause of action. Our charter contains such a provision that eliminates such
liability to the maximum extent permitted by Maryland law.

The MGCL requires us (unless our charter provides otherwise, which our charter does not) to indemnify a director or
officer who has been successful, on the merits or otherwise, in the defense of any proceeding to which he is made or
threatened to be made a party by reason of his service in that capacity. The MGCL permits a 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 or
threatened to be made a party by reason of their service in those or other capacities unless it is established that:
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