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Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities
Act of 1933 (§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this
chapter).

Emerging growth company   ☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act.   ☐

Item 2.01  Completion of Acquisition or Disposition of Assets.
On July 2, 2018, Gannett Co., Inc. (“Gannett”), completed its previously announced acquisition of WordStream, Inc.
(“WordStream”). Pursuant to the Agreement and Plan of Merger, dated as of May 9, 2018, by and among Gannett, Orca
Merger Sub, Inc., a wholly owned subsidiary of Gannett (“Merger Sub”), Wordstream  and Shareholder Representative
Services LLC (the “Equityholder Representative”), as amended by that certain Letter Agreement, dated as of June 20,
2018, by and among Gannett, Merger Sub, WordStream and the Equityholder Representative (collectively, the “Merger
Agreement”), Merger Sub merged with and into WordStream (the “Merger”), with WordStream surviving the Merger as
a wholly owned subsidiary of Gannett.
The total merger consideration payable by Gannett to WordStream’s equityholders upon the closing of the Merger was
approximately $145 million in cash, which Gannett funded through a combination of cash on hand and borrowings
under its revolving credit facility.  The total closing consideration included a base purchase price of $130 million,
which was adjusted for WordStream’s estimated net working capital, cash on hand, debt and unpaid transaction
expenses as of the closing, as well as escrow holdbacks totaling $6.3 million and a holdback of $100,000 for the
Equityholder Representative’s expenses. The total closing consideration remains subject to confirmation and
adjustment pursuant to certain customary post-closing true-up procedures set forth in the Merger Agreement.
In addition to the consideration payable upon the closing of the Merger, the Merger Agreement provides for certain
additional consideration that may become payable to WordStream’s equityholders at a later date, including up to an
additional $20 million in potential cash earn-out payments based on WordStream meeting certain revenue targets and
up to $6.4 million in cash payable upon the release of the escrow and expense holdbacks (if such funds remain
available for release).
The foregoing description of the Merger and the Merger Agreement does not purport to be complete and is subject to,
and qualified in its entirety by, the full text of the Merger Agreement. Copies of the original Merger Agreement and
the amendment thereto are filed herewith as Exhibit 2.1 and Exhibit 2.2, respectively, and are incorporated herein by
reference.

Item 8.01  Other Events.
On July 2, 2018, Gannett issued a press release announcing the completion of the Merger. A copy of the press release
is attached hereto as Exhibit 99.1 and is incorporated herein by reference.

Item 9.01  Exhibits.

(d)Exhibits

Exhibit
No. Description

2.1
Agreement and Plan of Merger, dated as of May 9, 2018, by and among Gannett Co., Inc., Orca Merger
Sub, Inc., WordStream, Inc. and Shareholder Representative Services LLC (incorporated by reference to
Exhibit 2.1 to the Current Report on Form 8-K filed by Gannett Co., Inc. on May 10, 2018)*
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Exhibit
No. Description

2.2 Letter Agreement, dated as of June 20, 2018, by and among Gannett Co., Inc., Orca Merger Sub, Inc.,
WordStream, Inc. and Shareholder Representative Services LLC

99.1 Press Release of Gannett Co., Inc. announcing completion of the Merger, dated July 2, 2018
________________________________________________________________________
* The schedules and exhibits to the Agreement and Plan of Merger have been omitted from this filing pursuant to Item
601(b)(2) of Regulation S-K. Gannett will furnish copies of such schedules to the Securities and Exchange
Commission upon request.
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SIGNATURE
Pursuant to requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.

Gannett Co., Inc.

Date: July 2, 2018 By:  /s/ Barbara W. Wall
Barbara W. Wall
Senior Vice President and Chief Legal Officer

"1%" VALIGN="top"> our ability to improve operational efficiencies, manage costs and business risks and improve or maintain
profitability;

� growth, expansion, diversification and acquisition strategies, the success of such strategies, and the benefits we believe can be derived
from such strategies;

� personnel;

� the outcome of regulatory, tax and litigation matters;

� sources and availability of raw materials;

� operations outside the United States;

� the adequacy of reserves and allowances;

� overall industry and market performance;

� competition;

� current and future economic and political conditions;

� the impact of accounting pronouncements; and

� other assumptions described in this report underlying or relating to any forward-looking statements.
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The forward-looking statements in this report speak only as of the date of this report and caution should be taken not to place undue reliance on
any such forward-looking statements. Forward-looking statements are subject to certain events, risks, and uncertainties that may be outside of
our control. When considering forward-looking statements, you should carefully review the risks, uncertainties and other cautionary statements
in this report as they identify certain important factors that could cause actual results to differ materially from those expressed in or implied by
the forward-looking statements. These factors include, among others, the risks described under Item 1A of Part I and elsewhere in this report, as
well as in other reports and documents we file with the United States Securities and Exchange Commission (�SEC�).
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PART I

ITEM 1. BUSINESS
Overview

Our vision is to enrich the world through the best of nutrition.

As our primary business activity, we provide private label contract manufacturing services to companies that market and distribute vitamins,
minerals, herbs, and other nutritional supplements, as well as other health care products, to consumers both within and outside the United States.
Additionally, we develop, manufacture and market our own products and work with nationally recognized physicians to develop brand name
products that reflect their individual approaches to restoring, maintaining or improving health.

Our U.S.-based manufacturing facilities are located in Vista, California. These facilities were recertified in June 2005 by the Therapeutic Goods
Administration (�TGA�) of Australia after their audit of our Good Manufacturing Practices (�GMP�). TGA evaluates new therapeutic products,
prepares standards, develops testing methods and conducts testing programs to ensure that products are high in quality, safe and effective. The
TGA also conducts a range of assessment and monitoring activities including audits of the manufacturing practices of companies who export and
sell products to Australia. TGA certification enables us to manufacture products for export into countries that have signed the Pharmaceutical
Inspection Convention, which include most European countries as well as several Pacific Rim countries. TGA certifications are generally
reviewed every eighteen months.

Our California facilities also have been awarded GMP registration annually by NSF International (NSF) through the NSF Dietary Supplements
Certification Program since October 2002.

GMP requirements are regulatory standards and guidelines establishing necessary processes, procedures and documentation for manufacturers in
an effort to assure the products produced by that manufacturer have the identity, strength, composition, quality and purity they are represented to
possess.

Natural Alternatives International Europe S.A. (NAIE), our wholly owned subsidiary existing under the laws of Switzerland, also operates a
manufacturing, warehousing, packaging and distribution facility in Manno, Switzerland. In January 2004, NAIE obtained a pharmaceutical
license to process pharmaceuticals for packaging, importation, export and sale within Switzerland and other countries from the Swissmedic
Authority of Bern, Switzerland. We believe the license can help strengthen our relationships with existing customers and improve our ability to
develop relationships with new customers. The license is valid until January 2009.

On December 5, 2005, we acquired Real Health Laboratories, Inc. (RHL), an integrated direct marketer of branded nutritional supplements and
other lifestyle products. RHL markets and distributes its own branded products as well as third party branded products, including a variety of
high quality nutritional, beauty, skin care, exercise, lifestyle and other personal care products. RHL�s operations include in-house creative,
catalog design, supply chain management and call center and fulfillment activities.

In addition to our operations in the United States and Switzerland, we have a full-time representative in Japan who provides a range of services
to our customers seeking to expand into the Japanese market and other markets in the Pacific Rim. These services include regulatory and
marketing assistance along with guidance and support in adapting products to these markets.

Originally founded in 1980, Natural Alternatives International, Inc. reorganized as a Delaware corporation in 1989. Unless the context requires
otherwise, all references in this report to the �Company,� �NAI,� �we,� �our,� and �us� refer to Natural Alternatives International, Inc. and, as applicable,
NAIE, RHL and our other wholly owned subsidiaries. Our principal executive offices are located at 1185 Linda Vista Drive, San Marcos,
California, 92078.

2
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Business Strategy

Our goals are to achieve long-term growth and diversify our sales. To accomplish these goals, we intend to:

� leverage our state of the art facilities to increase the value of the goods and services we provide to our highly valued private label
contract manufacturing customers and assist in developing relationships with additional quality oriented customers;

� continue to provide strategic partnering services to our private label contract manufacturing customers, including, but not limited to,
customized product formulation, clinical studies, regulatory assistance and product registration in foreign markets;

� continue to invest in expanding and marketing our own branded products, including those recently acquired through the acquisition of
RHL; and

� improve operational efficiencies and manage costs and business risks to improve profitability.
Overall, we believe there is an opportunity to enhance consumer confidence in the quality of our nutritional supplements and their adherence to
label claims through the education provided by direct sales and direct-to-consumer marketing programs. We believe our GMP and TGA certified
manufacturing operations, science based product formulations, peer-reviewed clinical studies and regulatory expertise provide us with a
sustainable competitive advantage by providing our customers with a high degree of confidence in the products we manufacture.

We believe the lack of relevant and reliable consumer education about nutrition and nutritional supplementation creates a significant opportunity
for the direct sales marketing channel. The direct sales marketing channel has proved, and we believe will continue to prove, to be a highly
effective method for marketing high quality nutritional supplements as associates or other personalities educate consumers on the benefits of
science based nutritional supplements. Our three largest customers operate in the direct sales marketing channel. Thus, our growth has been
fueled primarily by the effectiveness of our customers in this marketing channel.

We believe our comprehensive approach to customer service is unique within our industry. We believe this approach, together with our
commitment to high quality innovative products will provide the means to implement our strategies and achieve our goals. There can be no
assurance, however, that we will successfully implement any of our business strategies or that we will increase or diversify our sales or improve
our overall financial results.

We believe our acquisition of RHL marks a significant advance in our strategy to market our own branded products and expand our distribution
channels and could provide the following benefits:

� Additional expertise in direct marketing and retail channels;

� Existing leading branded products in the Food, Drug and Mass Market (FDM) retail channel;

� Access to additional direct marketing and mass-market channels for NAI�s existing products and concepts; and

� Cost savings from integrating certain NAI outsourced activities with RHL�s existing operations and eliminating certain duplicative
costs.
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Products, Principal Markets and Methods of Distribution

Our primary business activity is to provide private label contract manufacturing services to companies that market and distribute vitamins,
minerals, herbs, and other nutritional supplements, as well as other health care products, to consumers both within and outside the United States.
Our private label contract manufacturing customers include companies that market nutritional supplements through direct sales marketing
channels, direct response television and retail stores. We manufacture products in a variety of forms, including capsules, tablets, chewable
wafers and powders to accommodate a variety of consumer preferences.

We provide strategic partnering services to our private label contract manufacturing customers, including the following:

� customized product formulation;

� clinical studies;

� manufacturing;

� marketing support;

� international regulatory and label law compliance;

� international product registration; and

� packaging in multiple formats and labeling design.
Additionally, under our direct-to-consumer marketing program, we develop, manufacture and market our own products and work with nationally
recognized physicians to develop brand name products that reflect their individual approaches to restoring, maintaining or improving health.
These products are sold through a variety of distribution channels including television programs, print media and the internet.

We believe our direct-to-consumer marketing program can be an effective method for marketing our high quality nutritional supplements. In
March 2000, we launched Dr. Cherry�s Pathway to Healing® product line. As of June 30, 2006, the product line included nineteen condition
specific, custom formulated products that are primarily marketed through a weekly television program.

Through our new RHL subsidiary, we also market the Real Health® Laboratories branded nutritional supplement product line, as well as third
party products through the As We Change (�AWC�) catalog. The Real Health® Laboratories nutritional supplement product line consists of fifteen
condition-specific, custom formulated products and is marketed through mass retail, with distribution to FDM retailers. The AWC catalog is a
lifestyle catalog geared towards women between the ages of 45 and 65. The quarterly print catalog offers a variety of high quality nutritional,
beauty, skin care, exercise, lifestyle and other personal care products.

For the last three fiscal years ended June 30, our net sales were derived from the following (dollars in thousands):

2006 2005 2004
$ % $ % $ %

Private Label Contract Manufacturing $ 85,277 86.0 $ 83,382 91.1 $ 68,493 87.2
Direct-to-Consumer Marketing Program 8,121 8.2 8,110 8.9 10,041 12.8
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RHL 5,733 5.8 �  �  �  �  

Total Net Sales $ 99,131 100.0 $ 91,492 100.0 $ 78,534 100.0

4

Edgar Filing: Gannett Co., Inc. - Form 8-K

Table of Contents 12



Table of Contents

Research and Development

We are committed to quality research and development. We focus on the development of new science based products and the improvement of
existing products. We periodically test and validate our products to help ensure their stability, potency, efficacy and safety. We maintain quality
control procedures to verify that our products comply with applicable specifications and standards established by the Food and Drug
Administration and other regulatory agencies. We also direct and participate in clinical research studies, often in collaboration with scientists
and research institutions, to validate the benefits of a product and provide scientific support for product claims and marketing initiatives. We
believe our commitment to research and development, as well as our facilities and strategic alliances with our suppliers and customers, allow us
to effectively identify, develop and market high-quality and innovative products.

As part of the services we provide to our private label contract manufacturing customers, we may perform, but are not required to perform,
certain research and development activities related to the development or improvement of their products. While our customers typically do not
pay directly for this service, the cost of this service is included as a component of the price we charge to manufacture and deliver their products.
Research and development costs, which include costs associated with international regulatory compliance services we provide to our customers,
are expensed as incurred.

Our research and development expenses for the last three fiscal years ended June 30 were $1.7 million for 2006, $3.5 million for 2005 and $2.8
million for 2004.

Sources and Availability of Raw Materials

We use raw materials in our operations including powders, excipients, empty capsules, and components for packaging and distributing our
finished products. We typically buy raw materials in bulk from a limited number of qualified vendors located both within and outside the United
States. During fiscal 2006, our two largest suppliers accounted for 24% of our total raw material purchases.

We test the raw materials we buy to ensure their quality, purity and potency before we use them in our products. During the fiscal year ended
June 30, 2006, we did not experience any significant shortages or difficulties obtaining adequate supplies of raw materials and we do not
anticipate any significant shortages or difficulties in the near term.

Major Customers

NSA International, Inc. has been our largest customer over the past several years. During the fiscal year ended June 30, 2006, NSA International,
Inc. accounted for approximately 38% of our net sales. Our second largest customer was Mannatech, Incorporated, which accounted for
approximately 29% of our net sales during fiscal 2006. Our third largest customer, Arbonne International, a new customer in fiscal 2006,
accounted for approximately 10% of our net sales. All three of these customers are private label contract manufacturing customers. No other
customer accounted for 10% or more of our net sales during fiscal 2006. We continue to focus on obtaining new private label contract
manufacturing customers and growing our own branded products, including those recently acquired through the acquisition of RHL to reduce
the risks associated with deriving a significant portion of our sales from a limited number of customers.

Competition

We compete with other manufacturers, distributors and marketers of vitamins, minerals, herbs, and other nutritional supplements both within and
outside the United States. The nutritional supplement industry is highly fragmented and competition for the sale of nutritional supplements
comes from many sources. These products are sold primarily through retailers (drug store chains, supermarkets, and mass market discount
retailers), health and natural food stores, and direct sales channels (mail order, network marketing and e-marketing companies). The products we
produce for our private label contract manufacturing customers may compete with our own branded products, although we believe such
competition is limited.

We believe private label contract manufacturing competition in our industry is based on, among other things, customized services offered,
product quality and safety, innovation, price and customer service. We believe we compete favorably with other companies because of our
ability to provide comprehensive turn key solutions for
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customers, our certified manufacturing operations and our commitment to quality and safety through our research and development activities.
Our future position in the industry will likely depend on, but not be limited to, the following:

� the continued acceptance of our products by our customers and consumers;

� our ability to continue to develop high quality, innovative products;

� our ability to attract and retain qualified personnel;

� the effect of any future governmental regulations on our products and business;

� the results of, and publicity from, product safety and performance studies performed by governments and other research institutions;

� the continued growth of the global nutrition industry; and

� our ability to respond to changes within the industry and consumer demand, financially and otherwise.
The nutritional supplement industry is highly competitive and we expect the level of competition to remain high over the near term. We do not
believe it is possible to accurately estimate the number or size of our competitors. The industry has undergone consolidation in the recent past
and we expect that trend to continue in the near term.

Government Regulation

Our business is subject to varying degrees of regulation by a number of government authorities in the United States, including the United States
Food and Drug Administration (FDA), the Federal Trade Commission (FTC), the Consumer Product Safety Commission, the United States
Department of Agriculture, and the Environmental Protection Agency. Various agencies of the states and localities in which we operate and in
which our products are sold also regulate our business, such as the California Department of Health Services, Food and Drug Branch. The areas
of our business that these and other authorities regulate include, among others:

� product claims and advertising;

� product labels;

� product ingredients; and

� how we manufacture, package, distribute, import, export, sell and store our products.
The FDA, in particular, regulates the formulation, manufacturing, packaging, storage, labeling, promotion, distribution and sale of vitamin and
other nutritional supplements in the United States, while the FTC regulates marketing and advertising claims. The FDA issued a final rule called
�Statements Made for Dietary Supplements Concerning the Effect of the Product on the Structure or Function of the Body,� which includes
regulations requiring companies, their suppliers and manufacturers to meet GMP in the preparation, packaging, storage and shipment of their
products. The FDA also published a Notice of Advance Rule Making for Good Manufacturing Practices that would require manufacturing of
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dietary supplements to follow GMP. While the final regulations are subject to revision, we are committed to meeting or exceeding the standards
set by the FDA.

The FDA has also issued regulations governing the labeling and marketing of dietary supplements and nutritional products. They include:

� the identification of dietary supplements or nutritional products and their nutrition and ingredient labeling;

� requirements related to the wording used for claims about nutrients, health claims, and statements of nutritional support;

� labeling requirements for dietary supplements or nutritional products for which �high potency� and �antioxidant� claims are made;

� notification procedures for statements on dietary supplements or nutritional products; and

� premarket notification procedures for new dietary ingredients in nutritional supplements.
The Dietary Supplement Health and Education Act of 1994 (DSHEA) revised the provisions of the Federal Food, Drug and Cosmetic Act
concerning the composition and labeling of dietary supplements and defined dietary supplements to include vitamins, minerals, herbs, amino
acids and other dietary substances used to supplement diets. DSHEA generally provides a regulatory framework to help ensure safe, quality
dietary supplements and the
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dissemination of accurate information about such products. The FDA is generally prohibited from regulating active ingredients in dietary
supplements as drugs unless product claims, such as claims that a product may heal, mitigate, cure or prevent an illness, disease or malady,
trigger drug status.

We are also subject to a variety of other regulations in the United States, including those relating to bioterrorism, taxes, labor and employment,
import and export, the environment and intellectual property.

Our operations outside the United States are similarly regulated by various agencies and entities in the countries in which we operate and in
which our products are sold. The regulations of these countries may conflict with those in the United States and may vary from country to
country. The sale of our products in certain European countries is subject to the rules and regulations of the European Union, which may be
interpreted differently among the countries within the Union. In markets outside the United States, we may be required to obtain approvals,
licenses or certifications from a country�s ministry of health or comparable agency before we begin operations or the marketing of products in
that country. Approvals or licenses may be conditioned on reformulation of our products for a particular market or may be unavailable for
certain products or product ingredients. These regulations may limit our ability to enter certain markets outside the United States.

Intellectual Property

Trademarks. We have developed and use registered trademarks in our business, particularly relating to corporate, brand and product names. We
own 28 trademark registrations in the United States and have nine trademark applications pending with the United States Patent and Trademark
Office. Federal registration of a trademark enables the registered owner of the mark to bar the unauthorized use of the registered mark in
connection with similar products in the same channels of trade by any third party anywhere in the United States, regardless of whether the
registered owner has ever used the trademark in the area where the unauthorized use occurs.

We have filed applications and own trademark registrations and intend to register additional trademarks in foreign countries where products are
or may be sold in the future. We have one trademark application registered with the Japan Trademark Office.

We also claim ownership and protection of certain product names, unregistered trademarks and service marks under common law. Common law
trademark rights do not provide the same level of protection afforded by registration of a trademark. In addition, common law trademark rights
are limited to the geographic area in which the trademark is actually used. We believe these trademarks, whether registered or claimed under
common law, constitute valuable assets, adding to our recognition and the marketing of our products and that these proprietary rights have been
and will continue to be important in enabling us to compete.

Trade Secrets. We own certain intellectual property, including trade secrets that we seek to protect, in part, through confidentiality agreements
with employees and other parties. Although we regard our proprietary technology, trade secrets, trademarks and similar intellectual property as
critical to our success, we rely on a combination of trade secrets, contract, patent, copyright and trademark law to establish and protect the rights
in our products and technology. In addition, the laws of certain foreign countries may not protect our intellectual property rights to the same
extent as the laws of the United States.

Patents and Patent Licenses. We own certain United States patents. In addition, we have an exclusive worldwide license to four certain United
States patents, and each patent�s corresponding foreign patent application, and are currently involved in research and development of products
employing the licensed inventions. These patents relate to the ingredient formerly known as �Oxford Factor.� We are currently selling this
ingredient to a customer for use in a limited market under the name of Beta-AlanineTM. We also have a nonexclusive worldwide license to five
certain United States patents and are currently involved in research and development of products employing the licensed inventions.
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Backlogs

Our backlog was approximately $24.3 million at September 2, 2006, and $16.0 million at September 2, 2005. Our private label contract
manufacturing sales are made primarily pursuant to standard purchase orders for the delivery of products. Quantities of our private label contract
manufacturing products to be delivered and delivery schedules are frequently revised to reflect changes in our customers� needs. Customer orders
generally can be cancelled or rescheduled without significant penalty to the customer. For these reasons, our backlog as of any particular date is
not representative of actual sales for any succeeding period, and therefore, we believe that backlog is not necessarily a good indicator of future
revenue.

Working Capital Practices

We manufacture products following receipt of customer specific purchase orders and as a result our inventory primarily consists of raw materials
and work in process. Our raw material purchases are made primarily pursuant to standard purchase orders for the delivery of raw materials based
upon anticipated demand. Customer specific delivery requirements, customer cancellation or rescheduling of orders and raw material lead times
impact the amount of inventory on hand at any given time. We typically purchase raw materials on 30-day payment terms. Discounts are taken
periodically for early payment.

Private label contract manufacturing sales are typically made based upon 30-day terms. A 2% discount is provided to customers that pay within
10 days of invoice date.

Employees

As of June 30, 2006, we employed 211 full-time employees in the United States, five of whom held executive management positions. Of the
remaining full-time employees, 36 were employed in research, laboratory and quality control, 22 in sales and marketing, and 148 in
manufacturing and administration. From time to time we use temporary personnel to help us meet short-term operating requirements. These
positions typically are in manufacturing and manufacturing support. As of June 30, 2006, we had 72 temporary personnel.

As of June 30, 2006, NAIE employed 25 full-time employees. Most of these positions are in the areas of manufacturing and manufacturing
support.

Our employees are not represented by a collective bargaining agreement and we have not experienced any work stoppages as a result of labor
disputes. We believe our relationship with our employees is good.

Seasonality

We believe there is no material impact on our business or results of operations from seasonal factors.

Financial Information about Our Business Segments and Geographic Areas

Following our acquisition of RHL on December 5, 2005, our business consists of two segments: NAI, which primarily provides private label
contract manufacturing services to companies that market and distribute nutritional supplements and other health care products, and RHL, which
markets and distributes branded nutritional supplements and other lifestyle products.

NAI�s products are sold both in the United States and in markets outside the United States, including Europe, Australia and Japan. NAI�s primary
market outside the United States is Europe. RHL�s products are only sold in the United States.

For additional financial information, including financial information about our business segment and geographic areas, please see the
consolidated financial statements and accompanying notes to the consolidated financial statements included under Item 8 of this report.

Our activities in markets outside the United States are subject to political, economic and other risks in the countries in which our products are
sold and in which we operate. For more information about these and other risks, please see Items 1A, 7 and 7A in this report.
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ITEM 1A. RISK FACTORS
You should carefully consider the risks described below, as well as the other information in this report, when evaluating our business and future
prospects. If any of the following risks actually occur, our business, financial condition and results of operations could be seriously harmed. In
that event, the market price of our common stock could decline and you could lose all or a portion of the value of your investment in our
common stock.

Because we derive a significant portion of our revenues from a limited number of customers, our revenues would be adversely affected by the
loss of a major customer or a significant change in its business, personnel or the timing of its orders.

We have in the past, and expect to continue, to derive a significant portion of our revenues from a relatively limited number of customers.
During the fiscal year ended June 30, 2006, sales to one customer, NSA International, Inc., were approximately 38% of our total net sales. Our
second largest customer was Mannatech, Incorporated, which accounted for approximately 29% of our net sales during fiscal 2006. Our third
largest customer, Arbonne International, a new customer in fiscal 2006, accounted for approximately 10% of our net sales. The loss of one of
these customers or other major customers, a significant decrease in sales or the growth rate of sales to these customers, or a significant change in
their business or personnel, would materially affect our financial condition and results of operations. Furthermore, the timing of our customers�
orders is impacted by their marketing programs, supply chain management, entry into new markets and new product introductions, all of which
are outside of our control. All of these attributes have had and will have a significant impact on our business. Based on press releases issued by
Mannatech, Incorporated, Mannatech achieved record sales in each of its fiscal years ended December 31, 2005 and 2004, and in the first quarter
of its fiscal 2006. There can be no assurance that such results will continue.

Our future growth and stability depends, in part, on our ability to diversify our sales. Our efforts to establish new products, brands, markets
and customers could require significant initial investments, which may or may not result in higher sales and improved financial results.

Our business strategy depends in large part on our ability to develop new products, marketing strategies, brands and customer relationships.
These activities often require a significant up-front investment including, among others, customized formulations, regulatory compliance,
product registrations, package design, product testing, pilot production runs, marketing, brand development and the build up of initial inventory.
We may experience significant delays from the time we increase our operating expenses and make investments in inventory until the time we
generate net sales from new products or customers, and it is possible that we may never generate any revenue from new products or customers
after incurring such expenditures. If we incur significant expenses and investments in inventory that we are not able to recover, and we are not
able to compensate for those expenses, our operating results could be adversely affected.

On December 5, 2005, we acquired RHL and may, in the future, pursue acquisitions of other companies that, if not successful, could
adversely affect our business, financial condition and results of operations.

On December 5, 2005, we completed our acquisition of RHL, an integrated direct marketer of nutritional supplements and other lifestyle
products. RHL�s business is subject to all of the operational risks that normally arise for a direct marketing company, including those related to
competition, profitability, economic conditions, suppliers, customers, adverse publicity, product liability claims and other litigation, regulation,
personnel, and intellectual property rights.

In the future, we may pursue additional acquisitions of other companies as part of our strategy focused on long-term growth and diversification
of sales and our customer base. Acquisitions, including the RHL acquisition, involve numerous risks, including:

� potential difficulties related to integrating the products, personnel and operations of the acquired company;

� failure to operate as a combined organization utilizing common information and communication systems, operating procedures,
financial controls and human resources practices;

� diverting management�s attention from the normal daily operations of the business;
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� entering markets in which we have no or limited prior direct experience and where competitors in such markets have stronger market
positions;

� potential loss of key employees of the acquired company;

� potential inability to achieve cost savings and other potential benefits expected from the acquisition;

� an uncertain sales and earnings stream from the acquired company; and

� potential impairment charges, which may be significant, against goodwill and purchased intangible assets acquired in the acquisition
due to changes in conditions and circumstances that occur after the acquisition, many of which may be outside of our control.

There can be no assurance that our acquisition of RHL or other acquisitions that we may pursue will be successful. If we pursue an acquisition
but are not successful in completing it, or if we complete an acquisition but are not successful in integrating the acquired company�s employees,
products or operations successfully, our business, financial position or results of operations could be adversely affected.

Our operating results will vary and there is no guarantee that we will earn a profit. Fluctuations in our operating results may adversely
affect the share price of our common stock.

While our net sales and income from operations have both improved during the past three fiscal years, there can be no assurance that they will
continue to improve, or that we will earn a profit in any given year. We have experienced losses in the past and may incur losses in the future.
Our operating results may fluctuate from year to year or from quarter to quarter due to various factors including differences related to the timing
of revenues and expenses for financial reporting purposes and other factors described in this report. At times, these fluctuations may be
significant. Fluctuations in our operating results may adversely affect the share price of our common stock.

A significant or prolonged economic downturn could have a material adverse effect on our results of operations.

Our results of operations are affected by the level of business activity of our customers, which in turn is affected by the level of consumer
demand for their products. A significant or prolonged economic downturn may adversely affect the disposable income of many consumers and
may lower demand for the products we produce for our private label contract manufacturing customers, as well as our own branded products. A
decline in consumer demand and the level of business activity of our customers due to economic conditions could have a material adverse effect
on our revenues and profit margins.

Because our direct-to-consumer sales rely on the marketability of key personalities, the inability of a key personality to perform his or her
role or the existence of negative publicity surrounding a key personality may adversely affect our revenues.

For the fiscal year ended June 30, 2006, our direct-to-consumer products accounted for approximately 8% of our net sales. These products may
be marketed with a key personality through a variety of distribution channels. The inability or failure of a key personality to fulfill his or her
role, or the ineffectiveness of a key personality as a spokesperson for a product, a reduction in the exposure of a key personality or negative
publicity about a key personality may adversely affect the sales of our product associated with that personality and could affect the sale of other
products. A decline in sales would negatively affect our results of operations and financial condition.

Our industry is highly competitive and we may be unable to compete effectively. Increased competition could adversely affect our financial
condition.

The market for our products is highly competitive. Many of our competitors are substantially larger and have greater financial resources and
broader name recognition than we do. Our larger competitors may be able to devote greater resources to research and development, marketing
and other activities that could provide them with a competitive advantage. Our market has relatively low entry barriers and is highly sensitive to
the introduction of new products that may rapidly capture a significant market share. Increased competition could result in price reductions,
reduced gross profit margins or loss of market share, any of which could have a material adverse effect on our financial condition and results of
operations. There can be no assurance that we will be able to compete in this intensely competitive environment.
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We may not be able to raise additional capital or obtain additional financing if needed.

Our cash from operations may not be sufficient to meet our working capital needs and/or to implement our business strategies. Although we
amended our credit facility to increase our working capital line of credit to $12.0 million, there can be no assurance that this line of credit will be
sufficient to meet our needs. Furthermore, if we fail to maintain certain loan covenants we may no longer have access to the credit line. The
credit line terminates in November 2007. As a result, we may need to raise additional capital or obtain additional financing.

In recent years, it has been difficult for companies to raise capital due to a variety of factors including the overall poor performance of the stock
markets and the economic slowdown in the United States and other countries. Thus, there is no assurance we would be able to raise additional
capital if needed. To the extent we do raise additional capital, the ownership position of existing stockholders could be diluted. Similarly, there
can be no assurance that additional financing will be available if needed or that it will be available on favorable terms. Under the terms of our
credit facility, there are limits on our ability to create, incur or assume additional indebtedness without the approval of our lender.

Our inability to raise additional capital or to obtain additional financing if needed would negatively affect our ability to implement our business
strategies and meet our goals. This, in turn, would adversely affect our financial condition and results of operations.

The failure of our suppliers to supply quality materials in sufficient quantities, at a favorable price, and in a timely fashion could adversely
affect the results of our operations.

We buy our raw materials from a limited number of suppliers. During fiscal 2006, approximately 24% of our total raw material purchases were
from two suppliers. The loss of any of our major suppliers could adversely affect our business operations. Although we believe that we could
establish alternate sources for most of our raw materials, any delay in locating and establishing relationships with other sources could result in
product shortages, with a resulting loss of sales and customers. In certain situations we may be required to alter our products or to substitute
different materials from alternative sources.

We rely solely on one supplier to process certain raw materials that we use in the product line of our largest customer. The loss of or unexpected
interruption in this service would materially adversely affect our results of operations and financial condition.

A shortage of raw materials or an unexpected interruption of supply could also result in higher prices for those materials. Although we may be
able to raise our prices in response to significant increases in the cost of raw materials, we may not be able to raise prices sufficiently or quickly
enough to offset the negative effects of the cost increases on our results of operations.

There can be no assurance that suppliers will provide the quality raw materials needed by us in the quantities requested or at a price we are
willing to pay. Because we do not control the actual production of these raw materials, we are also subject to delays caused by interruption in
production of materials based on conditions outside of our control, including weather, transportation interruptions, strikes and natural disasters
or other catastrophic events.

Our business is subject to the effects of adverse publicity, which could negatively affect our sales and revenues.

Our business can be affected by adverse publicity or negative public perception about our industry, our competitors, or our business generally.
This adverse publicity may include publicity about the nutritional supplements industry generally, the efficacy, safety and quality of nutritional
supplements and other health care products or ingredients in general or our products or ingredients specifically, and regulatory investigations,
regardless of whether these investigations involve us or the business practices or products of our competitors. There can be no assurance that we
will be able to avoid any adverse publicity or negative public perception in the future. Any adverse publicity or negative public perception will
likely have a material adverse effect on our business, financial condition and results of operations. Our business, financial condition and results
of operations also could be adversely affected if any of our products or any similar products distributed by other companies are alleged to be or
are proved to be harmful to consumers or to have unanticipated health consequences.
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We could be exposed to product liability claims or other litigation, which may be costly and could materially adversely affect our operations.

We could face financial liability due to product liability claims if the use of our products results in significant loss or injury. Additionally, the
manufacture and sale of our products involves the risk of injury to consumers from tampering by unauthorized third parties or product
contamination. We could be exposed to future product liability claims that, among others: our products contain contaminants; we provide
consumers with inadequate instructions about product use; or we provide inadequate warning about side effects or interactions of our products
with other substances.

We maintain product liability insurance coverage, including primary product liability and excess liability coverage. The cost of this coverage has
increased dramatically in recent years, while the availability of adequate insurance coverage has decreased. While we currently expect to be able
to continue our product liability insurance, there can be no assurance that we will in fact be able to continue such insurance coverage, that our
insurance will be adequate to cover any liability we may incur, or that our insurance will continue to be available at an economically reasonable
cost.

Additionally, it is possible that one or more of our insurers could exclude from our coverage certain ingredients used in our products. In such
event, we may have to stop using those ingredients or rely on indemnification or similar arrangements with our customers who wish to continue
to include those ingredients in their products. A substantial increase in our product liability risk or the loss of customers or product lines could
have a material adverse effect on our results of operations and financial condition.

If we continue to expand into markets outside the United States our business would become increasingly subject to political and economic
risks in those markets, which could adversely affect our business.

Our future growth may depend, in part, on our ability to continue to expand into markets outside the United States. There can be no assurance
that we will be able to expand our presence in our existing markets outside the United States, enter new markets on a timely basis, or that new
markets outside the United States will be profitable. There are significant regulatory and legal barriers in markets outside the United States that
we must overcome. We will be subject to the burden of complying with a wide variety of national and local laws, including multiple and
possibly overlapping and conflicting laws. We also may experience difficulties adapting to new cultures, business customs and legal systems.
Our sales and operations outside the United States are subject to political, economic and social uncertainties including, among others:

� changes and limits in import and export controls;

� increases in custom duties and tariffs;

� changes in government regulations and laws;

� coordination of geographically separated locations;

� absence in some jurisdictions of effective laws to protect our intellectual property rights;

� changes in currency exchange rates;

� economic and political instability; and

�
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currency transfer and other restrictions and regulations that may limit our ability to sell certain products or repatriate profits to the
United States.

Any changes related to these and other factors could adversely affect our business, profitability and growth prospects. If we continue to expand
into markets outside the United States, these and other risks associated with operations outside the United States are likely to increase.

Our products and manufacturing activities are subject to extensive government regulation, which could limit or prevent the sale of our
products in some markets and could increase our costs.

The manufacturing, packaging, labeling, advertising, promotion, distribution, and sale of our products are subject to regulation by numerous
national and local governmental agencies in the United States and in other countries. Failure to comply with governmental regulations may
result in, among other things, injunctions, product withdrawals, recalls, product seizures, fines, and criminal prosecutions. Any action of this
type by a governmental agency could materially adversely affect our ability to successfully market our products. In addition, if the governmental
agency
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has reason to believe the law is being violated (for example, if it believes we do not possess adequate substantiation for product claims), it can
initiate an enforcement action. Governmental agency enforcement could result in orders requiring, among other things, limits on advertising,
consumer redress, divestiture of assets, rescission of contracts, and such other relief as may be deemed necessary. Violation of these orders could
result in substantial financial or other penalties. Any action by the governmental agency could materially adversely affect our ability and our
customers� ability to successfully market those products.

In markets outside the United States, before commencing operations or marketing our products, we may be required to obtain approvals,
licenses, or certifications from a country�s ministry of health or comparable agency. Approvals or licensing may be conditioned on reformulation
of products or may be unavailable with respect to certain products or product ingredients. We must also comply with product labeling and
packaging regulations that vary from country to country. Furthermore, the regulations of these countries may conflict with those in the United
States and with each other. The sale of our products in certain European countries is subject to the rules and regulations of the European Union,
which may be interpreted differently among the countries within the Union. The cost of complying with these various and potentially conflicting
regulations can be substantial and can adversely affect our results of operations.

We cannot predict the nature of any future laws, regulations, interpretations, or applications, nor can we determine what effect additional
governmental regulations, when and if adopted, would have on our business. They could include requirements for the reformulation of certain
products to meet new standards, the recall or discontinuance of certain products, additional record keeping, expanded or different labeling, and
additional scientific substantiation. Any or all of these requirements could have a material adverse effect on our operations.

If we are unable to attract and retain qualified management personnel, our business will suffer.

Our executive officers and other management personnel are primarily responsible for our day-to-day operations. We believe our success depends
largely on our ability to attract, maintain and motivate highly qualified management personnel. Competition for qualified individuals can be
intense, and we may not be able to hire additional qualified personnel in a timely manner and on reasonable terms. Our inability to retain a
skilled professional management team could adversely affect our ability to successfully execute our business strategies and achieve our goals.

Our manufacturing, fulfillment and call center activities are subject to certain risks.

Currently, we manufacture the vast majority of our products at our manufacturing facility in California and our fulfillment and call center
activities are centralized at RHL�s facility also in California. As a result, we are dependent on the uninterrupted and efficient operation of these
facilities. Our manufacturing, fulfillment and call center operations are subject to power failures, the breakdown, failure or substandard
performance of equipment, the improper installation or operation of equipment, natural or other disasters, and the need to comply with the
requirements or directives of governmental agencies, including the FDA. In addition, we may in the future determine to expand or relocate our
facilities, which may result in slow downs or delays in our operations. While we maintain business interruption insurance, there can be no
assurance that the occurrence of these or any other operational problems at our facilities in California or at NAIE�s facility in Switzerland would
not have a material adverse effect on our business, financial condition and results of operations. Furthermore, there can be no assurance that our
insurance will continue to be available at a reasonable cost or, if available, will be adequate to cover any losses that we may incur from an
interruption in our manufacturing and distribution operations.

We may be unable to protect our intellectual property rights or may inadvertently infringe on the intellectual property rights of others.

We possess and may possess in the future certain proprietary technology, trade secrets, trademarks, tradenames, licenses and similar intellectual
property. There can be no assurance that we will be able to protect our intellectual property adequately. In addition, the laws of certain foreign
countries may not protect our intellectual property rights to the same extent as the laws of the United States. Litigation in the United States or
abroad may be necessary to enforce our intellectual property rights, to determine the validity and scope of the proprietary rights of others or to
defend against claims of infringement. This litigation, even if successful, could result in substantial costs and diversion of resources and could
have a material adverse effect on our business, results of operation and financial condition. If any such claims are asserted against us, we may
seek to obtain a license under the third party�s intellectual property rights. There can be no assurance, however, that a license would be available
on terms acceptable or favorable to us, if at all.
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Collectively, our officers and directors own a significant amount of our common stock, giving them influence over corporate transactions
and other matters and potentially limiting the influence of other stockholders on important policy and management issues.

Our officers and directors, together with their families and affiliates, beneficially owned approximately 25.4% of our outstanding shares of
common stock as of June 30, 2006, including approximately 20.1% of our outstanding shares of common stock beneficially owned by Mark
LeDoux, our Chief Executive Officer and the Chairman of the Board, and his family and affiliates. As a result, our officers and directors, and in
particular Mr. LeDoux, could influence such business matters as the election of directors and approval of significant corporate transactions.

Various transactions could be delayed, deferred or prevented without the approval of stockholders, including:

� transactions resulting in a change in control;

� mergers and acquisitions;

� tender offers;

� election of directors; and

� proxy contests.
There can be no assurance that conflicts of interest will not arise with respect to the officers and directors who own shares of our common stock
or that conflicts will be resolved in a manner favorable to us or our other stockholders.

If our information technology system fails, our operations could suffer.

Our business depends to a large extent on our information technology infrastructure to effectively manage and operate many of our key business
functions, including order processing, customer service, product manufacturing and distribution, cash receipts and payments and financial
reporting. A long term failure or impairment of any of our information technology systems could adversely affect our ability to conduct
day-to-day business.

If certain provisions of our Certificate of Incorporation, Bylaws and Delaware law are triggered, the future price investors might be willing
to pay for our common stock could be limited.

Certain provisions in our Certificate of Incorporation, Bylaws and Delaware corporate law help discourage unsolicited proposals to acquire our
business, even if the proposal benefits our stockholders. Our Board of Directors is authorized, without stockholder approval, to issue up to
500,000 shares of preferred stock having such rights, preferences, and privileges, including voting rights, as the board designates. The rights of
our common stockholders will be subject to, and may be adversely affected by, the rights of holders of any preferred stock that may be issued in
the future. Any or all of these provisions could delay, deter or prevent a takeover of our company and could limit the price investors are willing
to pay for our common stock.

Our stock price could fluctuate significantly.

Stock prices in general have been historically volatile and ours is no different. The trading price of our stock may fluctuate in response to:

� broad market fluctuations and general economic and/or political conditions;
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� fluctuations in our financial results;

� future offerings of our common stock or other securities;

� the general condition of the nutritional supplement industry;

� increased competition;

� regulatory action;

� adverse publicity;

� manipulative or illegal trading practices by third parties; and

� product and other public announcements.
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The stock market has historically experienced significant price and volume fluctuations. There can be no assurance that an active market in our
stock will continue to exist or that the price of our common stock will not decline. Our future operating results may be below the expectations of
securities analysts and investors. If this were to occur, the price of our common stock would likely decline, perhaps substantially.

From time to time our shares may be listed for trading on one or more foreign exchanges, with or without our prior knowledge or consent.
Certain foreign exchanges may have less stringent listing requirements, rules and enforcement procedures than the Nasdaq Global Market or
other markets in the United States, which may increase the potential for manipulative trading practices to occur. These practices, or the
perception by investors that such practices could occur, may increase the volatility of our stock price or result in a decline in our stock price,
which in some cases could be significant.

ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable.

ITEM 2. PROPERTIES
This table summarizes our facilities as of June 30, 2006. We believe our facilities are adequate to meet our operating requirements for the
foreseeable future.

Location Nature of Use
Square
Feet How Held

Lease
Expiration
Date(4)

San Marcos, CA USA(1) Corporate headquarters 40,300 Owned/leased(6) Various(6)

Vista, CA USA(1) Manufacturing, warehousing, packaging and
distribution(5) 162,000 Leased March 2014

Manno, Switzerland(2) Manufacturing, warehousing, packaging and
distribution 43,000 Leased December 2015

San Diego, CA USA(3) RHL headquarters, call center and fulfillment 16,000 Leased May 2009

(1) This facility is used by NAI.

(2) This facility is used by NAIE, our wholly owned Swiss subsidiary.

(3) This facility is used primarily by RHL, our wholly owned subsidiary.

(4) We expect to renew our leases in the normal course of business.

(5) We use approximately 93,000 square feet for production; 60,000 square feet for warehousing and 9,000 square feet for administrative
functions.

(6) We own approximately 29,500 square feet and lease the remaining 10,800 square feet. The lease for approximately 8,000 square feet
terminates in February 2007 and the lease for the remaining space terminates in December 2007.
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ITEM 3. LEGAL PROCEEDINGS
From time to time, we become involved in various investigations, claims and legal proceedings that arise in the ordinary course of our business.
These matters may relate to product liability, employment, intellectual property, tax, regulation, contract or other matters. The resolution of these
matters as they arise will be subject to various uncertainties and, even if such claims are without merit, could result in the expenditure of
significant financial and managerial resources. While unfavorable outcomes are possible, based on available information, we generally do not
believe the resolution of these matters will result in a material adverse effect on our business, consolidated financial condition, or results of
operation. However, a settlement payment or unfavorable outcome could adversely impact our results of operation. Our evaluation of the likely
impact of these actions could change in the future and we could have unfavorable outcomes that we do not expect.

As of September 13, 2006, neither NAI nor its subsidiaries were a party to any material pending legal proceeding nor was any of their property
the subject of any material pending legal proceeding.

On June 26, 2006, NAI entered into a Settlement Agreement with Novogen Research Pty. Ltd. (�Novogen�), with respect to a complaint filed
against NAI by Novogen on February 10, 2005, in the United States District Court, Southern District of New York. The complaint alleged one
cause of action for patent infringement of a Novogen patent. As full and final settlement of the claims brought by Novogen, NAI agreed to pay
Novogen the amount of $120,000 and to discontinue making any reference in labels or written materials to certain isoflavones in connection
with the treatment of symptoms associated with pre-menstrual syndrome or menopause, and not to make any product containing isoflavones
derived from red clover in connection with the treatment of symptoms associated with pre-menstrual syndrome or menopause. The Settlement
Agreement provided NAI a period of time to change the label on one existing product and associated written materials containing references to
certain isoflavones. The one re-labeled product was the only NAI product affected by the Settlement Agreement. NAI does not believe this
agreement will have a material adverse effect on its business, consolidated results of operations or financial condition.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
We did not submit any matters to our stockholders for a vote during the fourth quarter ended June 30, 2006.

16

Edgar Filing: Gannett Co., Inc. - Form 8-K

Table of Contents 29



Table of Contents

PART II

ITEM 5. MARKET FOR OUR COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF
EQUITY SECURITIES

Market Information

Our common stock trades on the Nasdaq Global Market under the symbol �NAII.� Below are the high and low closing prices of our common stock
as reported on the Nasdaq Global Market for each quarter of the fiscal years ended June 30, 2006 and 2005:

Fiscal 2006 Fiscal 2005
High Low High Low

First Quarter $ 8.25 $ 6.64 $ 9.65 $ 6.32
Second Quarter $ 6.80 $ 5.27 $ 11.46 $ 7.88
Third Quarter $ 8.54 $ 6.34 $ 9.85 $ 6.37
Fourth Quarter $ 10.86 $ 8.00 $ 8.21 $ 6.75
In addition to the Nasdaq Global Market, our shares are also listed for trading on the Berlin-Bremen Stock Exchange, the Frankfurt Stock
Exchange, and the XETRA Stock Exchange, each of which is a foreign exchange located in Germany. We are not aware of any other exchanges
on which our shares are traded.

Holders

As of September 13, 2006, there were approximately 342 stockholders of record of our common stock.

Dividends

We have never paid a dividend on our common stock and we do not intend to pay a dividend in the foreseeable future. Our current policy is to
retain all earnings to help provide funds for future growth. Additionally, under the terms of our credit facility, we are precluded from paying a
dividend.

Recent Sales of Unregistered Securities

Other than as previously reported on our Quarterly Report on Form 10-Q for the quarterly period ended December 31, 2005, and filed with the
Securities and Exchange Commission on February 14, 2006, during the fiscal year ended June 30, 2006, we did not sell any unregistered
securities.

Repurchases

During the fiscal year ended June 30, 2006, we did not repurchase any shares of our common stock, nor were any repurchases made on our
behalf.

ITEM 6. SELECTED FINANCIAL DATA
The following tables contain certain financial information about NAI, including its subsidiaries. When you review this information, you should
keep in mind that it is historical. Our future financial condition and results of operations will vary based on a variety of factors. You should
carefully review the following information together with the information on risks under Item 1A and elsewhere in this report, and our
consolidated financial statements included in this report under Item 8.
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Annual Financial Data

Annual Financial Information for Years Ended June 30
(Amounts in thousands, except per share amounts)

2006 2005 2004 2003 2002
Net sales $ 99,131 $ 91,492 $ 78,534 $ 55,962 $ 50,037
Cost of goods sold 76,754 73,095 59,964 42,781 39,068

Gross profit 22,377 18,397 18,570 13,181 10,969
Selling, general & administrative expenses 17,759 14,605 15,188 12,012 10,684

Income from operations 4,618 3,792 3,382 1,169 285

Other income (expense):
Interest income 28 21 24 57 16
Interest expense (565) (280) (274) (252) (665)
Foreign exchange gain (loss) 41 (137) 57 12 (68)
Proceeds from vitamin antitrust litigation �  �  �  225 3,410
Other, net (11) 13 (165) (59) 259

Total other income (expense) (507) (383) (358) (17) 2,952

Income before income taxes 4,111 3,409 3,024 1,152 3,237
Provision for (benefit from) income taxes 1,441 1,210 24 47 (642)

Net income $ 2,670 $ 2,199 $ 3,000 $ 1,105 $ 3,879

Net income per common share:
Basic $ 0.42 $ 0.37 $ 0.51 $ 0.19 $ 0.67
Diluted $ 0.39 $ 0.34 $ 0.48 $ 0.18 $ 0.67
Weighted average common shares:
Basic 6,340 5,949 5,843 5,809 5,788
Diluted 6,776 6,465 6,304 6,021 5,798
Balance sheet data at end of period:
Total assets $ 62,453 $ 44,138 $ 42,468 $ 30,724 $ 27,510
Working capital $ 13,172 $ 14,398 $ 17,468 $ 12,321 $ 8,725
Long-term debt, net of current portion $ 4,596 $ 2,979 $ 3,841 $ 2,386 $ 1,576
Total stockholders� equity $ 33,291 $ 26,917 $ 24,128 $ 20,777 $ 19,608
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Quarterly Financial Data - Unaudited

Quarterly Financial Information for Fiscal 2006 and Fiscal 2005

(Amounts in thousands, except per share amounts)
Fiscal 2006 Fiscal 2005

Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
Net sales $ 34,246 $ 23,284 $ 19,868 $ 21,733 $ 24,730 $ 22,490 $ 21,545 $ 22,727
Cost of goods sold 26,301 17,098 15,678 17,677 20,456 18,277 16,953 17,409

Gross profit 7,945 6,186 4,190 4,056 4,274 4,213 4,592 5,318
Selling, general & administrative expenses 5,995 5,039 3,347 3,378 3,433 3,538 3,710 3,924

Income from operations 1,950 1,147 843 678 841 675 882 1,394

Other income (expense):
Interest income 1 1 16 10 6 5 6 4
Interest expense (265) (159) (83) (58) (89) (86) (54) (51)
Foreign exchange gain (loss) 51 (8) (23) 21 (115) (188) 168 (2)
Other, net (4) (4) (3) � (3) (8) 25 (1)

Total other income (expense) (217) (170) (93) (27) (201) (277) 145 (50)

Income before income taxes 1,733 977 750 651 640 398 1,027 1,344
Provision for income taxes 557 356 289 239 355 121 242 492

Net income $ 1,176 $ 621 $ 461 $ 412 $ 285 $ 277 $ 785 $ 852

Net income per common share:
Basic $ 0.18 $ 0.09 $ 0.07 $ 0.07 $ 0.05 $ 0.05 $ 0.13 $ 0.14
Diluted $ 0.16 $ 0.09 $ 0.07 $ 0.06 $ 0.04 $ 0.04 $ 0.12 $ 0.13
Weighted average common shares:
Basic 6,589 6,572 6,186 6,013 5,982 5,958 5,929 5,924
Diluted 7,169 7,006 6,485 6,469 6,414 6,421 6,572 6,448
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ITEM 7. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION
The following discussion and analysis is intended to help you understand our financial condition and results of operations for the last three fiscal
years ended June 30, 2006. You should read the following discussion and analysis together with our audited consolidated financial statements
and the notes to the consolidated financial statements included under Item 8 in this report. Our future financial condition and results of
operations will vary from our historical financial condition and results of operations described below. You should carefully review the risks
described under Item 1A and 7A and elsewhere in this report, which identify certain important factors that could cause our future financial
condition and results of operations to vary.

Executive Overview

The following overview does not address all of the matters covered in the other sections of this Item 7 or other items in this report or contain all
of the information that may be important to our stockholders or the investing public. This overview should be read in conjunction with the other
sections of this Item 7 and this report.

In fiscal 2006, we achieved record breaking net sales of $99.1 million and completed our fifth consecutive year of increased revenue and
operating profits.

A cornerstone of our business strategy has been and will continue to be to achieve long-term growth and diversify our sales. During fiscal 2006,
we focused on the following initiatives, on which we expect to continue to focus during fiscal 2007:

� Leveraging our state of the art, certified facilities to:

� Increase the value of the goods and services we provide to our highly valued private label contract manufacturing customers; and

� Assist us in developing relationships with additional quality oriented customers;

� Implementing focused initiatives to market our own branded products through RHL�s distribution channels; and

� Improving operational efficiencies and managing costs and business risks to improve profitability.
We believe our efforts to achieve long-term growth and diversify our sales are beginning to be rewarded. We have established relationships with
two new customers who are leaders in the direct sales marketing channel and completed our acquisition of RHL. We believe our acquisition of
RHL marks a significant advance in our initiative to market our own branded products and expand our distribution channels and could provide
the following benefits:

� Additional expertise in direct marketing and retail channels;

� Existing leading branded products in the FDM retail channel;

� Access to additional direct marketing and mass-market channels for NAI�s existing products and concepts; and

� Cost savings from integrating certain NAI outsourced activities with RHL�s existing operations and eliminating certain duplicative
costs.
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During the third quarter of fiscal 2006, we integrated previously outsourced fulfillment activities for our Dr. Cherry Pathway to Healing®

product line into RHL�s existing operation, which should generate cost savings in future periods. During the fourth quarter of fiscal 2006, we
initiated the integration of call center activities for our Dr. Cherry Pathway to Healing® product line, which was completed in August 2006.

Looking forward, while there can be no assurance our new customer relationships will generate future sales or that we will realize all of the
benefits we hope to realize from our RHL acquisition, we remain optimistic and expect to continue our long-term trend of annual revenue
growth. However, we anticipate quarterly revenue fluctuations due to, among other things, the timing of customer orders that are impacted by
marketing programs, supply chain management, entry into new markets and new product introductions.
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Critical Accounting Policies and Estimates

Our consolidated financial statements included under Item 8 in this report have been prepared in accordance with United States generally
accepted accounting principles (GAAP). Our significant accounting policies are described in the notes to our consolidated financial statements.
The preparation of financial statements in accordance with GAAP requires that we make estimates and assumptions that affect the amounts
reported in our financial statements and their accompanying notes. We have identified certain policies that we believe are important to the
portrayal of our financial condition and results of operations. These policies require the application of significant judgment by our management.
We base our estimates on our historical experience, industry standards, and various other assumptions that we believe are reasonable under the
circumstances. Actual results could differ from these estimates under different assumptions or conditions. An adverse effect on our financial
condition, changes in financial condition, and results of operations could occur if circumstances change that alter the various assumptions or
conditions used in such estimates or assumptions. Our critical accounting policies include those listed below.

Goodwill and Intangible Asset Valuation

The purchase method of accounting for acquisitions requires extensive use of accounting estimates and judgments to allocate the purchase price
to the fair value of the net tangible and intangible assets acquired. Goodwill and intangible assets deemed to have indefinite lives are not
amortized, but are subject to annual impairment tests. The amounts and useful lives assigned to other intangible assets impact future
amortization. Determining the fair values and useful lives of intangible assets requires the use of estimates and the exercise of judgment. While
there are a number of different generally accepted valuation methods to estimate the value of intangible assets acquired, we primarily use the
discounted cash flow method and relief-from-royalty method. These methods require significant management judgment to forecast the future
operating results used in the analysis. In addition, other significant estimates are required such as residual growth rates and discount factors. The
estimates we use to value and amortize intangible assets are consistent with the plans and estimates that we use to manage our business and are
based on available historical information and industry estimates and averages. These judgments can significantly affect our net operating results.

We are required to assess goodwill impairment annually using the methodology prescribed by Statement of Financial Accounting Standards
No. 142, �Goodwill and Other Intangible Assets� (SFAS 142). SFAS 142 requires that goodwill be tested for impairment at the reporting unit level
on an annual basis or more frequently if we believe indicators of impairment exist. Application of the goodwill impairment test requires
judgment, including the identification of reporting units, assigning assets and liabilities to reporting units, assigning goodwill to reporting units
and determining the fair value of each reporting unit. The goodwill impairment test compares the implied fair value of the reporting unit with the
carrying value of the reporting unit. The implied fair value of goodwill is determined in the same manner as in a business combination.
Determining the fair value of the implied goodwill is judgmental in nature and often involves the use of significant estimates and assumptions.
These estimates and assumptions could have a significant impact on whether or not an impairment charge is recognized and also the magnitude
of any such charge. Estimates of fair value are primarily determined using discounted cash flows and market comparisons. These approaches use
significant estimates and assumptions, including projection and timing of future cash flows, discount rates reflecting the risk inherent in future
cash flows, perpetual growth rates, determination of appropriate market comparables, and determination of whether a premium or discount
should be applied to comparables. It is reasonably possible that the plans and estimates used to value these assets may be incorrect. If our actual
results, or the plans and estimates used in future impairment analyses, are lower than the original estimates used to assess the recoverability of
these assets, we could incur additional impairment charges.

Revenue Recognition

We recognize revenue in accordance with the SEC�s Staff Accounting Bulletin No. 104, �Revenue Recognition in Financial Statements�
(SAB104), Statement of Financial Accounting Standards No. 48, �Revenue Recognition When Right of Return Exists� (SFAS 48), and Emerging
Issues Task Force Abstract (EITF) No. 01-9, �Accounting for Consideration Given by a Vendor to a Customer (Including a Reseller of the
Vendor�s Products.� SAB 104 requires that four basic criteria be met before revenue can be recognized: 1) there is evidence that an arrangement
exists; 2) delivery has occurred; 3) the fee is fixed or determinable; and 4) collectibility is reasonably assured. SFAS 48 states that revenue from
sales transactions where the buyer has the right to return the product shall be recognized at the time of sale only if (1) the seller�s price to the
buyer is substantially fixed or determinable at the date of sale; (2) the buyer has paid the seller, or the buyer is obligated to pay the seller and the
obligation is not contingent on
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resale of the product; (3) the buyer�s obligation to the seller would not be changed in the event of theft or physical destruction or damage of the
product; (4) the buyer acquiring the product for resale has economic substance apart from that provided by the seller; (5) the seller does not have
significant obligations for future performance to directly bring about resale of the product by the buyer; and (6) the amount of future returns can
be reasonably estimated. We recognize revenue upon determination that all criteria for revenue recognition have been met. The criteria are
usually met at the time title passes to the customer, which usually occurs upon shipment. Revenue from shipments where title passes upon
delivery is deferred until the shipment has been delivered.

We account for RHL payments made to customers in accordance with EITF 01-09, which states that cash consideration (including a sales
incentive) given by a vendor to a customer is presumed to be a reduction of the selling prices of the vendor�s products or services and, therefore,
should be characterized as a reduction of revenue when recognized in the vendor�s income statement, rather than a sales and marketing expense.
RHL has various agreements with customers that provide for discounts and rebates. These agreements are classified as a reduction of revenue.
Certain other costs associated with customers that meet the requirements of EITF 01-09 are recorded as sales and marketing expense. Vendor
considerations recorded as a reduction of sales were $148,000 for the year ended June 30, 2006.

RHL warrants its products for full satisfaction, generally from 30 to 120 days. Our policy requires us to replace the product or refund the
purchase price to the customer. At the time product revenue is recognized, we record an allowance for anticipated returns with an offsetting
decrease to revenue based on historical experience. We periodically assess the adequacy of our liability and adjust the balance as necessary.

We record reductions to gross revenue for estimated returns of private label contract manufacturing products and direct-to-consumer products.
The estimated returns are based upon the trailing six months of private label contract manufacturing gross sales and our historical experience for
both private label contract manufacturing and direct-to-consumer product returns. However, the estimate for product returns does not reflect the
impact of a large product recall resulting from product nonconformance or other factors as such events are not predictable nor is the related
economic impact estimable.

As part of the services we provide to our private label contract manufacturing customers, we may perform, but are not required to perform,
certain research and development activities related to the development or improvement of their products. While our customers typically do not
pay directly for this service, the cost of this service is included as a component of the price we charge to manufacture and deliver their products.

Inventory Reserve

We operate primarily as a private label contract manufacturer that builds products following receipt of customer specific purchase orders. From
time to time, we will build inventory for private label contract manufacturing customers under a specific purchase order with delivery dates that
may subsequently be rescheduled or canceled at the customer�s request. We value inventory at the lower of cost or market on an item-by-item
basis and establish reserves equal to all or a portion of the related inventory to reflect situations in which the cost of the inventory is not expected
to be recovered. This requires us to make estimates regarding the market value of our inventory, including an assessment for excess and obsolete
inventory. In evaluating whether inventory is stated at the lower of cost or market, management considers such factors as the amount of
inventory on hand, estimated time required to sell such inventory, remaining shelf life and efficacy, foreseeable demand within a specified time
horizon and current and expected market conditions. Based on this evaluation, we record adjustments to cost of goods sold to adjust inventory to
net realizable value. These adjustments are estimates, which could vary significantly, either favorably or unfavorably, from actual requirements
if future economic conditions, customer demand or other factors differ from expectations.

As of June 30, 2006, we had invested approximately $3.7 million in inventory following receipt of a customer�s purchase order. The delivery
dates in the underlying purchase order are in the process of being rescheduled at the request of the customer. Based on our evaluation of various
factors, including our discussions with the customer, the likely rescheduled delivery dates, and the remaining shelf life and efficacy of the
inventory, we believe the likelihood of a charge to reduce the value of the inventory associated with the purchase order is remote. If, however,
any of the factors upon which we based our evaluation vary significantly from our expectations, the value of our inventory could be reduced by a
material amount.
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Accounting for Income Taxes

We estimate income taxes in each of the jurisdictions in which we operate. This process involves estimating our actual current tax exposure,
together with assessing temporary differences resulting from differing treatment of items, such as property and equipment depreciation, for tax
and financial reporting purposes. Actual income taxes could vary from these estimates due to future changes in income tax law or results from
final tax examination reviews.

We record valuation allowances to reduce our deferred tax assets to an amount that we believe is more likely than not to be realized. We
consider estimated future taxable income and ongoing prudent and feasible tax planning strategies in assessing the need for a valuation
allowance. If we determine that we will not realize all or part of our deferred tax assets in the future, we will record an adjustment to the carrying
value of the deferred tax asset, which would be reflected as income tax expense. Conversely, if we determine that we will realize a deferred tax
asset, which currently has a valuation allowance, we would reverse the valuation allowance, which would be reflected as income tax benefit.

Additionally, we have not recorded U.S. income tax expense for NAIE�s retained earnings that we have declared as indefinitely reinvested
offshore, thus reducing our overall income tax expense. The earnings designated as indefinitely reinvested in NAIE are based upon the actual
deployment of such earnings in NAIE�s assets and our expectations of the future cash needs of NAIE and NAI. Income tax laws are also a factor
in determining the amount of foreign earnings to be indefinitely reinvested offshore.

We carefully review several factors that influence the ultimate disposition of NAIE�s retained earnings declared as reinvested offshore, and apply
stringent standards to overcoming the presumption of repatriation. Despite this approach, because the determination involves our future plans
and expectations of future events, the possibility exists that amounts declared as indefinitely reinvested offshore may ultimately be repatriated.
For instance, NAI�s actual cash needs may exceed our current expectations or NAIE�s actual cash needs may be less than our current expectations.
Additionally, changes may occur in tax laws and or accounting standards that could change our conclusion about the status of NAIE�s retained
earnings. This would result in additional income tax expense in the fiscal year we determine that amounts are no longer indefinitely reinvested
offshore.

On an interim basis, we estimate what our effective tax rate will be for the full fiscal year and record a quarterly income tax provision in
accordance with the anticipated annual rate. As the fiscal year progresses, we continually refine our estimate based upon actual events and
earnings by jurisdiction during the year. This continual estimation process periodically results in a change to our expected effective tax rate for
the fiscal year. When this occurs, we adjust the income tax provision during the quarter in which the change in estimate occurs so that the
year-to-date provision equals the expected annual rate.

It is our policy to establish reserves based upon management�s assessment of exposure for certain positions taken in previously filed tax returns
that may become payable upon audit by tax authorities. The tax reserves are analyzed at least annually, generally in the fourth quarter of each
year, and adjustments are made as events occur which warrant adjustments to the reserve.

Derivative Financial Instruments

We use derivative financial instruments in the management of our foreign currency exchange risk inherent in our forecasted transactions
denominated in Euros. We may hedge our foreign currency exposures by entering into offsetting forward exchange contracts and currency
options. We account for derivative financial instruments using the deferral method under Financial Accounting Standard 133, �Accounting for
Derivatives and Related Hedging Activity� (FAS 133), when such instruments are intended to hedge identifiable, firm foreign currency
commitments or anticipated transactions and are designated as, and effective as, hedges. Foreign exchange exposures arising from certain
transactions that do not meet the criteria for the deferral method are marked-to-market.

We recognize any unrealized gains and losses associated with derivative instruments in income in the period in which the underlying hedged
transaction is realized. In the event the derivative instrument is deemed ineffective we would recognize the resulting gain or loss in income at
that time.

23

Edgar Filing: Gannett Co., Inc. - Form 8-K

Table of Contents 38



Table of Contents

Allowance for Doubtful Accounts

We maintain an allowance for doubtful accounts to reflect our estimate of current and past due receivable balances that may not be collected.
The allowance for doubtful accounts is based upon our assessment of the collectibility of specific customer accounts, the aging of accounts
receivable and our history of bad debts. We believe that the allowance for doubtful accounts is adequate to cover anticipated losses in the
receivable balance under current conditions. However, significant deterioration in the financial condition of our customers, resulting in an
impairment of their ability to make payments, could materially change these expectations and additional allowance may be required.

Defined Benefit Pension Plan

The plan obligation and related assets of the defined benefit pension plan are presented in the notes to the consolidated financial statements. Plan
assets, which consist primarily of marketable equity and debt instruments, are valued based upon third party market quotations. Independent
actuaries through the use of a number of assumptions determine plan obligation and annual pension expense. Key assumptions in measuring the
plan obligation include the discount rate and estimated future return on plan assets. In determining the discount rate, we use an average
long-term bond yield. Asset returns are based upon the historical returns of multiple asset classes to develop a risk free rate of return and risk
premiums for each asset class. The overall rate for each asset class was developed by combining a long-term inflation component, the risk free
rate of return and the associated risk premium. A weighted average rate is developed based on the overall rates and the plan�s asset allocation.

We have discussed the development and selection of these critical accounting policies with the Audit Committee of our Board of Directors and
the Audit Committee has reviewed our disclosure relating to these policies.
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Results of Operations

The results of operations for the fiscal years ended June 30 were as follows (dollars in thousands, except per share amounts):

2006 2005

% Change

(2006-2005) 2004

% Change

(2005-2004)
Private label contract manufacturing $ 85,277 $ 83,382 2 $ 68,493 22
Direct-to-consumer marketing program 8,121 8,110 �  10,041 (19)
RHL 5,733 �  n/a �  n/a

Total net sales 99,131 91,492 8 78,534 16
Cost of goods sold 76,754 73,095 5 59,964 22

Gross profit 22,377 18,397 22 18,570 (1)
Gross profit % 22.6% 20.1% 23.6%
Selling, general & administrative expenses 17,759 14,605 22 15,188 (4)
% of net sales 17.9% 16.0% 19.3%
Other expenses, net 507 383 32 358 7

Income before income taxes 4,111 3,409 21 3,024 13
% of net sales 4.1% 3.7% 3.9%
Net income $ 2,670 $ 2,199 21 $ 3,000 (27)

% of net sales 2.7% 2.4% 3.8%
Diluted net income per common share $ 0.39 $ 0.34 15 $ 0.48 (29)
Fiscal 2006 Compared to Fiscal 2005

The percentage increase in private label contract manufacturing net sales was attributed to the following:

Arbonne International 12 %
NSA International, Inc. 1
Mannatech, Incorporated (8)
Weakening of the Euro against the U.S dollar (1)
Other customers (2)

Total 2%

� During fiscal 2006, we established a relationship with Arbonne International, which included $9.0 million of net sales for initial
shipments of a single new product;

� Growth in net sales to NSA International, Inc. over the prior year resulted primarily from higher volumes of established products in
existing markets, which contributed two percentage points of the net sales growth, partially offset by lower average prices per unit,
which reduced our net sales growth by one percentage point; and

�
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Reduction in net sales to Mannatech, Incorporated from the prior year resulted primarily from a shift in sales mix to lower priced
products, which resulted in five percentage points of the decrease and lower volumes of established products in existing markets of
three percentage points.

Net sales to our two largest customers as a percentage of total net sales decreased to 67% from 79% in the prior year.
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Gross profit margin increased 2.5 percentage points to 22.6% in fiscal 2006 from 20.1% in fiscal 2005. The increase in gross profit margin was
primarily due to the following:

RHL operations 2.6 %
Shift in sales mix 0.9
Change in inventory reserves 0.2
Incremental direct and indirect labor (0.7)
Incremental overhead expenses (0.5)

Total 2.5%

� The shift in sales mix resulted primarily from powder sales comprising a lower percentage of sales compared to fiscal 2005. Powder
products typically include higher material cost as a percentage of selling price compared to capsule or tablet products, resulting in
lower gross profit margins.

� Direct and indirect labor increased as a percentage of net sales from the prior year primarily due to the following private label contract
manufacturing activities:

� Producing higher volumes of products with a lower average price per unit; and

� Incurring higher outsourced packaging costs to package configurations that differ from our capabilities.

� Overhead expenses increased 0.5 percentage points, or $700,000, from the prior year primarily due to:

� Incremental expenses related to our facility expansion in Vista, California and Manno, Switzerland as follows:

� Rent and facility related expenses of $396,000; and

� Depreciation and amortization expenses related primarily to our facility expansion in Vista, California of $410,000;

� Incremental freight and shipping expense of $408,000; partially offset by

� Reduced outsourced lab testing and consulting of $429,000 in conjunction with the preparation for our TGA audit in fiscal 2005.
Selling, general and administrative expenses increased $3.2 million, or 22%, from the prior year primarily due to the following:

� Additional RHL selling, general and administrative expenses of $4.5 million; and
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� Incremental direct-to-consumer marketing brand development expenses of $489,000, primarily for the launch on a test basis of a new
direct mail campaign featuring Dr. Richard Linchitz, a nationally recognized physician, and TheraflexTM, one of our proprietary
formulas. We plan to continue testing this direct mail campaign in fiscal 2007; partially offset by

� Reduced NAI selling, general and administrative expenses of $1.9 million primarily due to the following:

� Nonrecurring compliance expenses incurred last year for TGA regulatory of $706,000 and Sarbanes-Oxley of $323,000;

� Reduced personnel expenses of $456,000 primarily due to the termination of certain regulatory compliance and product
formulation personnel in June 2005, partially offset by employee restructuring costs for the termination of the Senior Vice
President - Sales & Marketing in June 2006;

� Reduced stock compensation expense of $102,000 primarily associated with the acceleration of vesting of all outstanding and
unvested stock options in fiscal 2005; and

� Reduced bad debt expense of $211,000, primarily due to lower risk of collection associated with our private label contract
manufacturing customers during fiscal 2006.

Other expense, net increased $124,000 primarily due to the following:

� An increase in interest expense of $285,000 primarily due to the following:

� Additional $3.8 million term loan obtained in December 2005 to partially fund the RHL acquisition;

� Increase in our weighted average interest rate on our variable rate debt; and

� Incremental utilization of our line of credit to fund inventory purchases in the third quarter for orders shipped in the fourth
quarter.

� Foreign exchange gain of $41,000 compared to a foreign exchange loss of $137,000 in the prior year. This improvement of $178,000
was primarily due to the net loss associated with derivative financial instruments to manage our foreign currency exchange risk of
$29,000 compared to $109,000 in the prior year.
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Our effective tax rate for fiscal 2006 was 35.1% compared to 35.5% in fiscal 2005.

Fiscal 2005 Compared to Fiscal 2004

The percentage increase in private label contract manufacturing net sales was attributed to the following:

Mannatech, Incorporated net sales growth 17 %
NSA International, Inc. net sales growth 8
Strengthening of the Euro against the U.S dollar 1
Discontinuation of two customer relationships (7)
Other customers net sales growth 3

Total 22%

� Net sales growth from Mannatech, Incorporated over the prior year resulted primarily from the following:

� Higher volumes of established products in existing markets contributed 16 percentage points; and

� Introduction of existing products into new markets contributed one percentage point.

� Net sales growth from NSA International, Inc over the prior year resulted primarily from higher volumes of established products in
existing markets.

� We discontinued relationships with two of our customers due to the disproportionate risks related to inventory levels and accounts
receivable required to continue serving these customers.

� The remaining increase in private label contract manufacturing net sales was from growth in sales to newer customers, partially offset
by decreased volumes with existing customers.

The increase in our private label contract manufacturing net sales was partially offset by the decrease in our direct-to-consumer net sales. This
decrease was a continuation of the decline in sales for the Dr. Cherry Pathway to Healing® product line due to our prior reduction in media
spending investment in new television markets for the product line and a reduction in new customer acquisitions from our primary television
market. In addition, we terminated the Chopra Center EssentialsTM product line in June 2005.

Gross profit margin decreased 3.5 percentage points to 20.1% in fiscal 2005 from 23.6% in fiscal 2004. The decrease in gross profit margin was
primarily due to the following:

Shift in sales mix (4.0) %
Incremental inventory reserves (0.5)
Incremental overhead expenses (0.6)
Reduction in royalties paid to third parties 0.6
Reduction in direct and indirect labor 1.0
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� The shift in sales mix resulted from selling higher volumes of established powder products to one of our largest customers. Powder
products typically include higher material cost as a percentage of selling price compared to capsule or tablet products, resulting in
lower gross profit margins;

� Overhead expenses as a percentage of net sales increased 0.6 percentage points or $1.6 million, from the prior year primarily due to
the following:

� Incremental outsourced lab testing of $756,000 in conjunction with the preparation for our TGA audit; and

� Incremental rent and maintenance expense of $545,000 related to our facility expansion in Vista, California.

� Reduction in direct-to-consumer marketing program royalties resulted from lower net sales; and

� Reduction in direct and indirect labor was primarily due to improved operational efficiencies and fixed cost leverage.
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Selling, general and administrative expenses decreased $583,000, or 4%, from the prior year primarily attributable to the following:

� Incremental Sarbanes-Oxley compliance costs of $323,000;

� Incremental costs of $706,000 due to increased regulatory certification requirements to improve service to our customers selling
products in international markets;

� Incremental personnel costs of $844,000 primarily due to changes in personnel to strengthen quality assurance, regulatory compliance,
product formulation and sales and marketing; and

� Incremental non-cash charge of $131,000 associated with the acceleration of vesting of all outstanding and unvested stock options;
partially offset by

� Reduced clinical study costs of $398,000 as a result of lowering our level of participation in certain clinical studies;

� Reduced compensation costs under our Management Cash Incentive Plan of $1.2 million; and

� Reduced direct-to-consumer marketing brand development spending of $324,000 and call center costs of $411,000 associated with
lower direct-to-consumer net sales.

Other expense, net, increased $25,000 over the prior year primarily attributable to the following:

� Net loss associated with derivative
financial instruments to manage our
foreign currency exchange risks of
$109,000; andNew Roman"
SIZE="2">(1)

all quarterly and annual financial information that would be required to be contained in a
filing with the Commission on Forms 10-Q and 10-K if the Issuer were required to file such
Forms, including a �Management�s Discussion and Analysis of Financial Condition and
Results of Operations� and, with respect to the annual information only, a report on the annual
financial statements by the Issuer�s certified independent accountants; and

(2) all current reports that would be required to be filed with the Commission on Form 8-K if the Issuer were required to file such
reports.

The availability of the foregoing materials on the Commission�s website shall be deemed to satisfy the foregoing delivery obligations.

In addition, whether or not required by the Commission, the Issuer will file a copy of all of the information and reports referred to in clauses
(1) and (2) above with the Commission for public availability within the time periods specified in the Commission�s rules and regulations (unless
the Commission will not accept such a filing) and make such information available to securities analysts and prospective investors upon request.
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The quarterly and annual financial information required by the preceding paragraphs will include a reasonably detailed presentation, either on
the face of the financial statements or in the footnotes thereto, and in Management�s Discussion and Analysis of Financial Condition and Results
of Operations, of the financial condition and results of operations of the Issuer, as applicable, and its Restricted Subsidiaries separate from the
financial condition and results of operations of the Unrestricted Subsidiaries of the Issuer.

Merger, Consolidation or Sale

The Issuer may not, directly or indirectly: (1) consolidate or merge with or into another Person (whether or not the Issuer is the surviving
corporation); or (2) sell, assign, transfer, convey, lease (other than to an unaffiliated operator in the ordinary course of business) or otherwise
dispose of all or substantially all of the properties or assets of the Issuer and its Restricted Subsidiaries taken as a whole, in one or more related
transactions, to another Persons; unless:

(1) either: (a) the Issuer is the surviving corporation or trust; or (b) the Person formed by or surviving any such consolidation or merger
(if other than the Issuer) or to which such sale, assignment, transfer, conveyance or other disposition has been made is a corporation
or trust organized or existing under the laws of the United States, any state of the United States or the District of Columbia;

(2) the Person formed by or surviving any such consolidation or merger (if other than the Issuer) or the Person to which such sale,
assignment, transfer, conveyance or other disposition has been made assumes all the obligations of the Issuer under the Notes and the
Indenture pursuant to agreements reasonably satisfactory to the Trustee; and

(3) immediately after such transaction, on a pro forma basis giving effect to such transaction or series of transactions (and treating any
obligation of the Issuer or any Restricted Subsidiary incurred in connection with or as a result of such transaction or series of
transactions as having been incurred at the time of such transaction), no Default or Event of Default exists under the Indenture.

This �Merger, Consolidation or Sale� covenant will not apply to a sale, assignment, transfer, conveyance or other disposition of assets between or
among the Issuer and its Restricted Subsidiaries.
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Upon any consolidation or merger, or any sale, assignment, transfer, conveyance, transfer or other disposition of all or substantially all of the
properties or assets of the Issuer in accordance with the foregoing provisions, the successor Person formed by such consolidation or into which
the Issuer is merged or to which such sale, assignment, transfer, conveyance or other disposition is made, shall succeed to, and be substituted for,
and may exercise every right and power of, the Issuer under the Indenture with the same effect as if such successor initially had been named as
the Issuer therein. When a successor assumes all the obligations of its predecessor under the Indenture and the Notes following a consolidation
or merger, or any sale, assignment, transfer, conveyance, transfer or other disposition of 90% or more of the assets of the predecessor in
accordance with the foregoing provisions, the predecessor shall be released from those obligations.

Events of Default, Notice and Waiver

The Indenture provides that the term �Event of Default� with respect to the Notes means any of the following:

(1) the Issuer or its Restricted Subsidiaries do not pay the principal or any premium on the Notes when due and payable;

(2) the Issuer or its Restricted Subsidiaries do not pay interest on the Notes within 30 days after the applicable due date;

(3) The Issuer or its Restricted Subsidiaries do not comply with its obligations under � � Merger, Consolidation or Sale�;

(4) the Issuer or its Restricted Subsidiaries remain in breach of any other term of the Indenture for 60 days after they receive a notice of
Default stating they are in breach. Either the Trustee or the holders of more than 25% in principal amount of the then outstanding
Notes may send the notice;

(5) final judgments aggregating in excess of $10.0 million (exclusive of amounts covered by insurance) are entered against the Issuer
and its Restricted Subsidiaries and are not paid, discharged or stayed for a period of 60 days;

(6) the Issuer or its Restricted Subsidiaries default under any of their indebtedness in an aggregate principal amount exceeding $25.0
million after the expiration of any applicable grace period, which default results in the acceleration of the maturity of such
indebtedness. Such default is not an Event of Default if the other indebtedness is discharged, or the acceleration is rescinded or
annulled, within a period of 30 days after the Issuer or its Restricted Subsidiaries receives notice specifying the default and requiring
that they discharge the other indebtedness or cause the acceleration to be rescinded or annulled. Either the Trustee or the holders of
more than 25% in principal amount of the then outstanding Notes may send the notice;

(7) the Issuer or any of its Significant Subsidiaries or any group of Subsidiaries that, taken as a whole, would constitute a Significant
Subsidiary files for bankruptcy or certain other events in bankruptcy, insolvency or reorganization occur; or

(8) any Guarantee of a Significant Subsidiary of the Issuer ceases to be in full force and effect or is declared null and void or any
Guarantor denies or disaffirms its obligations under the indenture or any Guarantee other than by reason of the release of any such
Guarantee in accordance with the Indenture.

Remedies if an Event of Default Occurs
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If an Event of Default with respect to the Notes has occurred and has not been cured, either the Trustee or the holders of at least 25% in principal
amount of the then outstanding Notes may declare the entire principal amount of the Notes to be due and immediately payable by written notice
to the Issuer and the Trustee. If an Event of Default occurs because of certain events in bankruptcy, insolvency or reorganization, the principal
amount of all the Notes will be automatically accelerated, without any action by the Trustee or any holder. At any
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time after the Trustee or the holders have accelerated the Notes, but before a judgment or decree for payment of the money due has been
obtained, the holders of at least a majority in principal amount of the then outstanding Notes may, under certain circumstances, rescind and
annul such acceleration.

The Trustee will be required to give notice to the holders of Notes within 90 days after an Event of Default under the Indenture unless the
Default has been cured or waived. The Trustee may withhold notice to the holders of the Notes of any Event of Default, except an Event of
Default in the payment of the principal of or interest on the Notes, if specified responsible officers of the Trustee in good faith determine that
withholding the notice is in the interest of the holders.

Except in cases of an Event of Default, where the Trustee has some special duties, the Trustee is not required to take any action under the
Indenture at the request of any holders of Notes unless such holders offer the Trustee protection from expenses and liability satisfactory to the
Trustee. We refer to this as an �indemnity.� If such indemnity is provided, the holders of a majority in principal amount of the then outstanding
Notes may direct the time, method and place of conducting any lawsuit or other formal legal action seeking any remedy available to the Trustee.
These majority holders may also direct the Trustee in performing any other action under the Indenture, subject to certain limitations.

Before a holder bypasses the Trustee and brings its own lawsuit or other formal legal action or takes other steps to enforce its rights or protect its
interests relating to the Notes, the following must occur:

(1) The holder must give the Trustee written notice that an Event of Default with respect to the Notes has occurred and remains uncured;

(2) The holders of at least a majority in principal amount of all outstanding Notes must make a written request that the Trustee take
action because of the Event of Default, and must offer indemnity to the Trustee against the cost and other liabilities of taking that
action satisfactory to the Trustee;

(3) The Trustee must have not taken action for 60 days after receipt of the notice and offer of indemnity; and

(4) The holders of at least a majority in principal amount of all outstanding Notes must not have given the Trustee a direction
inconsistent with such request within such 60-day period.

However, a holder is entitled at any time to bring a lawsuit for the payment of money due on any Note after its due date.

Within 120 days after the end of each fiscal year, the Issuer will furnish to the Trustee a written statement by certain of the Issuer�s officers
certifying that to their knowledge the Issuer and its Restricted Subsidiaries are in compliance with the Indenture and the Notes, or else specifying
any Default.

No Liability for Certain Persons
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No past, present or future director, officer, employee or stockholder of the Issuer or any of its Subsidiaries or any successor thereof, as such, will
have any liability for any obligations of the Issuer or any of its Subsidiaries under the Notes or the Indenture based on, in respect of, or by reason
of such obligations or their creation. Each holder by accepting a Note waives and releases all such liability. The foregoing waiver and release are
an integral part of the consideration for the issuance of the Notes. Such waiver may not be effective to waive liabilities under the federal
securities laws.

Modification of the Indenture

Except as provided in the next two succeeding paragraphs, the Indenture and/or the Notes may be amended or supplemented with the written
consent of the holders of at least a majority in principal amount of the then
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outstanding debt securities issued under the Indenture affected by such amendment or supplement voting as a single class (including, without
limitation, consents obtained in connection with a purchase of, or tender offer or exchange offer for, such Notes) and any existing Default, Event
of Default (other than a Default or Event of Default in the payment of the principal or premium, if any, of or interest on the debt securities,
except a payment default resulting from an acceleration that has been rescinded) or compliance with any provision of the Indenture or the Notes
may be waived with the consent of the holders of a majority in principal amount of the then outstanding debt securities issued under the
Indenture affected thereby voting as a single class (including, without limitation, consents obtained in connection with a purchase of, or tender
offer or exchange offer for, the Notes).

Without the consent of each holder affected, an amendment or waiver may not (with respect to any Notes held by a non-consenting holder):

(1) reduce the principal amount of Notes whose holders must consent to an amendment, supplement or waiver;

(2) reduce the principal of or change the fixed maturity of any Note or alter the provisions with respect to the redemption of the Notes;

(3) reduce the rate of or change the time for payment of interest on any Note;

(4) waive a Default or Event of Default in the payment of principal of, or interest or premium on, the Notes (except a rescission of
acceleration of the Notes by the holders of at least a majority in aggregate principal amount of the then outstanding Notes and a
waiver of the payment Default that resulted from such acceleration);

(5) make any Note payable in money other than that stated in the Notes;

(6) make any change in the provisions of the Indenture relating to waivers of past Defaults or the rights of holders of Notes to receive
payments of principal of, or interest or premium on, the Notes;

(7) waive a redemption payment with respect to any Note;

(8) release any Guarantor from any of its obligations under its Guarantee of the Notes or the Indenture, except in accordance with the
terms of the Indenture;

(9) modify or change any provisions of the Indenture affecting the ranking of the Notes or the Guarantees in any manner adverse to the
holders of the Notes; and

(10) make any change in the amendment and waiver provisions set forth in clauses (1) through (9) above.

Notwithstanding the preceding, without the consent of any holder of Notes, the Issuer, the Guarantors and the Trustee may amend or supplement
the Indenture or the Notes issued thereunder:

(1) to cure any ambiguity, defect or inconsistency;
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(2) to provide for uncertificated Notes in addition to or in place of certificated Notes;

(3) to provide for the assumption of the Issuer�s obligations to holders of Notes in the case of a merger or consolidation or sale of all or
substantially all of the Issuer�s assets;

(4) to add additional Guarantees with respect to the Notes;

(5) to secure the Notes;

(6) to make any other change that would provide any additional rights or benefits to the holders of Notes or that does not adversely
affect the legal rights under the Indenture of any such holder; or

(7) to comply with requirements of the Commission in order to effect or maintain the qualification of the Indenture under the Trust
Indenture Act.
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Any such consent need only approve the substance, rather than the particular form, of the proposed amendment.

Notes are not considered outstanding, and therefore the holders thereof are not eligible to vote, if the Issuer has deposited or set aside in trust for
the holders money for their payment or redemption or if the Issuer or one of its affiliates own them. The holders of Notes are also not eligible to
vote if they have been fully defeased as described below under � � Discharge, defeasance and covenant defeasance � Full Defeasance.�

Sinking Fund

The Notes are not entitled to any sinking fund payments

The Trustee, Registrar and Paying Agent

U.S. Bank National Association is the Trustee under the Indenture. The Issuer has initially designated the Trustee as the registrar and paying
agent for the Notes. Payments of interest and principal will be made, and the Notes will be transferable, at the office of the paying agent, or at
such other place or places as may be designated pursuant to the Indenture. For Notes that are issued in book-entry form represented by a global
security, payments will be made to a nominee of the depository.

Discharge, defeasance and covenant defeasance

Discharge

The Issuer may discharge all of its obligations to the holders of Notes (other than the obligation to register transfers and exchanges) that either
have become due and payable or will become due and payable within one year, or scheduled for redemption within one year, by irrevocably
depositing with the Trustee, in trust, cash in U.S. dollars, non-callable U.S. government agency notes or bonds or a combination thereof, in such
amounts as will be sufficient to pay all of the Notes, including any premium, and interest payable thereon.

Full Defeasance

The Issuer can, under particular circumstances, effect a full defeasance of the Notes. This means the Issuer can legally release itself and the
Guarantors from any payment or other obligations on the Notes (other than the obligation to register transfers and exchanges) if, among other
things, the Issuer puts in place the arrangements described below to repay the holders of the Notes and deliver certain certificates and legal
opinions to the Trustee:
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(1) The Issuer must irrevocably deposit in trust for the benefit of all direct holders of the Notes money or U.S. government or U.S.
government agency notes or bonds (or, in some circumstances, depositary receipts representing these notes or bonds), or any
combination thereof, that will generate enough cash to make interest, principal and any other payments on the Notes on their due
date;

(2) The current federal tax law must be changed or an IRS ruling must be issued permitting the above deposit without causing beneficial
owners of the Notes to be taxed on the Notes any differently than if the Issuer did not make the deposit and just repaid the Notes
themselves. Under current U.S. federal income tax law, the deposit and the Issuer�s legal release from the Notes would be treated as
though the Issuer took back the Notes and gave each beneficial owner of the Notes such owner�s share of the cash and notes or bonds
deposited in trust. In that event, the beneficial owners of the Notes could recognize gain or loss on the Notes such owners give back
to the Issuer; and

(3) The Issuer must deliver to the Trustee a legal opinion confirming the tax law change or IRS ruling described above.
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If the Issuer did accomplish full defeasance, the holders of the Notes would have to rely solely on the trust deposit for repayment on the Notes.
The holders of the Notes could not look to the Issuer or the Guarantors for repayment in the unlikely event of any shortfall. Conversely, the trust
deposit would most likely be protected from claims of the Issuer�s lenders and other creditors if the Issuer ever became bankrupt or insolvent.

Covenant Defeasance

Under current federal income tax law, the Issuer can make the same type of deposit described above and be released from some of the restrictive
covenants in the Indenture and the Notes. This is called �covenant defeasance.� In that event, the holders of the Notes would lose the protection of
those restrictive covenants but would gain the protection of having money and securities set aside in trust to repay their Notes.

If the Issuer accomplishes covenant defeasance, the following provisions of the Indenture and the Notes would no longer apply:

(1) any covenants applicable to the Notes and described in this prospectus supplement; and

(2) certain Events of Default relating to breach of covenants, material unsatisfied judgments and acceleration of the maturity of other
debt set forth in this prospectus supplement.

If the Issuer accomplishes covenant defeasance with respect to the Notes, the holders of the Notes can still look to the Issuer for repayment of
their Notes if a shortfall in the trust deposit occurred. If one of the remaining Events of Default occurs, for example, the Issuer�s bankruptcy, and
the Notes become immediately due and payable, there may be a shortfall. Depending on the event causing the Default, the holders of the Notes
may not be able to obtain payment of the shortfall.

The Issuer may exercise its full defeasance option notwithstanding any prior exercise of its covenant defeasance option.

Additional Information

Anyone who receives this prospectus supplement may obtain a copy of the Indenture without charge by writing to Entertainment Properties
Trust, 909 Walnut Street, Suite 200, Kansas City, Missouri 64106, Attention: Investor Relations Department.

Book-Entry System and Form of Notes

The Notes will be issued in the form of one or more fully registered global notes without coupons that will be deposited with The Depository
Trust Company, New York, New York, which we refer to in this prospectus supplement as DTC, and registered in the name of its nominee,
Cede & Co. This means that the Issuer will not issue certificates to each owner of Notes. The global notes will be issued to DTC, which will
keep a computerized record of its participants (for example, your broker) whose clients have purchased the Notes. The participant will then keep
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a record of its clients who purchased the Notes. Unless a global note is exchanged in whole or in part for a certificated note, it may not be
transferred, except that DTC, its nominees, and their successors may transfer a global note as a whole to one another.

DTC has provided the following information to us. DTC, the world�s largest securities depositary, is a:

� limited-purpose trust company organized under the New York Banking Law;

� �banking organization� within the meaning of the New York Banking Law;

� member of the U.S. Federal Reserve System;
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� �clearing corporation� within the meaning of the New York Uniform Commercial Code; and

� �clearing agency� registered under the provisions of Section 17A of the Exchange Act.

DTC holds and provides asset servicing for U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments
(from over 100 countries) that its direct participants deposit with DTC. DTC also facilitates the post-trade settlement among direct participants
of sales and other securities transactions in deposited securities, through electronic computerized book-entry transfers and pledges between
direct participants� accounts. This eliminates the need for physical movement of securities certificates. Direct participants include both U.S. and
non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations and certain other organizations. DTC is a wholly owned
subsidiary of The Depository Trust & Clearing Corporation (�DTCC�). DTCC is the holding company for DTC, National Securities Clearing
Corporation and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by users of its regulated
subsidiaries. Access to DTC�s book-entry system is also available to indirect participants such as securities brokers and dealers, banks and trust
companies that clear through or maintain a custodial relationship with a direct participant, either directly or indirectly. DTC has Standard &
Poor�s highest rating: AAA. The rules applicable to DTC and its direct and indirect participants are on file with the Commission.

Principal and interest payments on global notes registered in the name of DTC�s nominee will be made in immediately available funds to DTC�s
nominee as the registered owner of the global notes. We and the Trustee will treat DTC�s nominee as the owner of the global notes for all other
purposes as well. Accordingly, we, the Trustee and any paying agent will have no direct responsibility or liability to pay amounts due on the
global notes to owners of beneficial interests in the global notes. DTC�s practice is to credit direct participants� accounts upon receipt of any
payment of principal or interest on the payment date in accordance with their respective holdings of beneficial interests in the global notes as
shown on DTC�s records. Payments by direct and indirect participants to owners of beneficial interests in the global notes will be governed by
standing instructions and customary practices. These payments will be the responsibility of the direct and indirect participants and not of DTC,
the Trustee or us, subject to any statutory or regulatory requirements as may be in effect from time to time.

The Notes, which are represented by a global note, will be exchangeable for certificated Notes with the same terms in authorized denominations
only if:

� DTC notifies the Issuer that it is unwilling or unable to continue as depositary;

� DTC ceases to be a registered clearing agency and a successor depositary is not appointed by the Issuer within 120 days; or

� the Issuer determines not to require all of the Notes to be represented by a global note and notifies the Trustee of that decision.

The information in this section concerning DTC and DTC�s book-entry system has been obtained from sources that we believe to be reliable, but
we take no responsibility for the accuracy thereof.

Same-Day Settlement and Payment

The underwriters will make settlement for the Notes in immediately available funds. The Issuer will make all payments of principal and interest
in respect of the Notes in immediately available funds. The Notes will trade in DTC�s Same-Day Funds Settlement System until maturity or until
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the Notes are issued in certificated form, and secondary market trading activity in the Notes will therefore be required by DTC to settle in
immediately available funds. We expect that secondary trading in the certificated securities, if any, will also be settled in immediately available
funds. No assurance can be given as to the effect, if any, of settlement in immediately available funds on trading activity in the Notes.
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Governing Law

The Indenture and the Notes will be governed by, and construed in accordance with, the laws of the State of New York.

Certain Definitions

�2011 Credit Agreement� means the Amended and Restated Credit Agreement, dated as of October 13, 2011, among the Issuer and initial
Guarantors, as Borrowers, KeyBank National Association, as Administrative Agent, JP Morgan Chase Bank, N.A., and RBC Capital Markets
Corporation, as Co-Syndication Agents, KeyBanc Capital Markets, LLC, J.P. Morgan Securities Inc. and RBC Capital Markets Corporation, as
Joint Book Runners and Joint Lead Arrangers, and the other financial institutions signatory thereto and their assignees, in each case as amended,
modified, renewed, extended, increased, refunded, replaced or refinanced from time to time (whether or not with the original agents or lenders
and whether or not contemplated under the original agreement relating thereto).

�2012 Credit Agreement� means the Credit Agreement, dated as of January 5, 2012, among the Issuer and initial Guarantors, as Borrowers,
KeyBank National Association, as Administrative Agent, J.P. Morgan Securities, Inc., RBC Capital Markets, LLC and Citigroup Global
Markets, Inc., as Co-Syndication Agents, KeyBanc Capital Markets, LLC, J.P. Morgan Securities Inc., RBC Capital Markets, LLC and
Citigroup Global Markets, Inc., as Joint Book Runners and Joint Lead Arrangers, and the other financial institutions signatory thereto and their
assignees, in each case as amended, modified, renewed, extended, increased, refunded, replaced or refinanced from time to time (whether or not
with the original agents or lenders and whether or not contemplated under the original agreement relating thereto).

�Acquired Debt� means Debt of a Person (1) existing at the time such Person becomes a Subsidiary or (2) assumed in connection with the
acquisition of assets from such Person, in each case, other than Debt incurred in connection with, or in contemplation of, such Person becoming
a Subsidiary or such acquisition. Acquired Debt is deemed to be incurred on the date of the related acquisition of assets from any Person or the
date the acquired Person becomes a Subsidiary.

�Affiliate� of any specified Person means any other Person directly or indirectly controlling or controlled by or under direct or indirect common
control with such specified Person. For purposes of this definition, �control,� as used with respect to any Person, means the possession, directly or
indirectly, of the power to direct or cause the direction of the management or policies of such Person, whether through the ownership of voting
securities, by agreement or otherwise. For purposes of this definition, the terms �controlling,� �controlled by� and �under common control with� have
correlative meanings.

�Annual Debt Service� as of any date means the amount which was expensed in the four consecutive fiscal quarters ending on the most recent
Measurement Date for interest on Debt of the Issuer and its Restricted Subsidiaries excluding (1) amortization of debt discount and deferred
financing cost, (2) all gains and losses associated with the unwinding or break-funding of interest rate swap agreements, (3) the write-off of
unamortized deferred financing fees, (4) prepayment fees, premiums and penalties and (5) non-cash swap ineffectiveness charges.

�Applicable Premium� means, with respect to any Note on any redemption date, the excess of:
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(1) the present value at such redemption date of (i) the aggregate principal amount of the Note plus (ii) all required interest payments due
on the Note through August 15, 2022 (excluding interest paid prior to the redemption date and accrued but unpaid interest to the
redemption date), computed using a discount rate equal to the Treasury Rate as of such redemption date plus 50 basis points; over
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(2) the principal amount of the Note.

�Board of Directors� means:

(1) with respect to the Issuer, its Board of Trustees;

(2) with respect to a corporation, the Board of Directors of the corporation;

(3) with respect to a partnership, the Board of Directors of the general partner of the partnership or the board or committee of the general
partner of the partnership serving a similar function; and

(4) with respect to any other Person, the board or committee of such Person serving a similar function.

�Business Day� means any day other than a Saturday or Sunday or a day on which banking institutions in The City of New York are required or
authorized to close.

�Capital Stock� means, with respect to any entity, any capital stock (including preferred stock), shares, interests, participation or other ownership
interests (however designated) of such entity and any rights (other than debt securities convertible into or exchangeable for capital stock),
warrants or options to purchase any thereof; provided , however , that leases of real property that provide for contingent rent based on the
financial performance of the tenant shall not be deemed to be Capital Stock.

�Capitalized Lease Obligation� means, at the time any determination is to be made, the amount of the liability in respect of a capital lease that
would at that time be required to be capitalized on a balance sheet in accordance with GAAP.

�Commission� means the Securities and Exchange Commission.

�Consolidated Income Available for Debt Service� for any period means Earnings from Operations of the Issuer and its Restricted Subsidiaries
plus amounts which have been deducted, and minus amounts which have been added, for the following (without duplication): (1) total interest
expense of the Issuer and its Restricted Subsidiaries for such period, including interest or distributions on Debt of the Issuer and its Restricted
Subsidiaries, (2) provision for taxes based on income or profits of the Issuer and its Restricted Subsidiaries for such period, (3) amortization of
debt discount and deferred financing costs, (4) provisions for gains and losses on properties, (5) depreciation and amortization (excluding
amortization of prepaid cash expenses that were paid in a prior period), (6) the effect of any non-cash charge resulting from a change in
accounting principles in determining Earnings from Operations for such period, (7) amortization of deferred charges, (8) the aggregate amount
of all non-cash expenses (excluding any such non-cash expense to the extent that it represents an accrual of or reserve for cash expenses in any
future period or amortization of a prepaid cash expense that was paid in a prior period), determined on a consolidated basis, to the extent such
items increased or decreased Earnings from Operations for such period and (9) straight-lined rental revenue.

�Credit Agreements� means the 2011 Credit Agreement, together with the 2012 Credit Agreement.
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�Debt� of the Issuer or any of its Restricted Subsidiaries means, without duplication, any indebtedness of the Issuer or any Restricted Subsidiary,
whether or not contingent, in respect of:

(1) borrowed money or evidenced by bonds, notes, debentures or similar instruments;

(2) indebtedness for borrowed money secured by any encumbrance existing on property owned by the Issuer or its Restricted
Subsidiaries, to the extent of the lesser of (x) the amount of indebtedness so secured or (y) the Fair Market Value of the property
subject to such encumbrance;

(3) the reimbursement obligations in connection with any letters of credit actually drawn or amounts representing the balance deferred
and unpaid of the purchase price of any property or services, except
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any such balance that constitutes an accrued expense, trade payable, conditional sale obligations or obligations under any title
retention agreement;

(4) the principal amount of all obligations of the Issuer and its Restricted Subsidiaries with respect to redemption, repayment or other
repurchase of any Disqualified Stock; and

(5) any lease of property by the Issuer or any of its Restricted Subsidiaries as lessee which is reflected on the Issuer�s or such Restricted
Subsidiaries� consolidated balance sheet as a Capitalized Lease Obligation,

to the extent, in the case of items of indebtedness under clauses (1) through (5) above, that any such items would appear as a liability on the
Issuer�s or such Restricted Subsidiaries� consolidated balance sheet in accordance with GAAP.

Debt also includes, to the extent not otherwise included, any obligation by the Issuer and its Restricted Subsidiaries to be liable for, or to pay, as
obligor, guarantor or otherwise (other than for purposes of collection in the ordinary course of business), Debt of another Person (other than the
Issuer or any of its Restricted Subsidiaries); it being understood that Debt shall be deemed to be incurred by the Issuer or any of its Restricted
Subsidiaries whenever the Issuer or such Restricted Subsidiary shall create, assume, guarantee or otherwise become liable in respect thereof;
provided , however , that a Person shall not be deemed to have incurred Debt (or be liable with respect to such Debt) by virtue of Standard
Securitization Undertakings.

Debt shall not include (a) Debt arising from agreements of the Issuer or any Restricted Subsidiary providing for indemnification, adjustment or
holdback of purchase price or similar obligations, in each case, incurred or assumed in connection with the acquisition or disposition of any
business, assets or a Subsidiary, other than guarantees of Debt incurred by any Person acquiring all or any portion of such business, assets or
Subsidiary for the purpose of financing such acquisition or (b) contingent obligations under performance bonds, performance guarantees, surety
bonds, appeal bonds or similar obligations incurred in the ordinary course of business and consistent with past practices. In the case of Debt as of
any date issued with original issue discount, the amount of such Debt shall be the accreted value thereof as of such date.

�Default� means, with respect to the Indenture and the Notes, any event that is, or with the passage of time or the giving of notice or both would
be, an Event of Default.

�Disqualified Stock� means, with respect to any entity, any Capital Stock of such entity which by the terms of such Capital Stock (or by the terms
of any security into which it is convertible or for which it is exchangeable or exercisable), upon the happening of any event or otherwise,
(1) matures or is mandatorily redeemable, pursuant to a sinking fund obligation or otherwise (other than Capital Stock which is redeemable
solely in exchange for Capital Stock which is not Disqualified Stock or for Subordinated Debt), (2) is convertible into or exchangeable or
exercisable for Debt, other than Subordinated Debt or Disqualified Stock, or (3) is redeemable at the option of the holder thereof, in whole or in
part (other than Capital Stock which is redeemable solely in exchange for Capital Stock which is not Disqualified Stock or for Subordinated
Debt), in each case on or prior to the stated maturity of the Notes.

�Domestic Subsidiary� means any Restricted Subsidiary that was formed under the laws of the United States or any state of the United States or
the District of Columbia.
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�Earnings from Operations� for any period means the consolidated net income of the Issuer and its Restricted Subsidiaries (excluding
non-controlling interests), excluding gains and losses on sales of investments, extraordinary items (including, in any event, losses on
extinguishment of debt), distributions on equity securities, property valuation losses, and the net income of any Person, other than a Restricted
Subsidiary of the Issuer (except to the extent of cash dividends or distributions paid to the Issuer or any Restricted Subsidiary) as reflected in the
financial statements of the Issuer and its Restricted Subsidiaries for such period, on a
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consolidated basis determined in accordance with GAAP, and excluding the cumulative effect of changes in accounting principles.

�Equity Interests� means Capital Stock and all warrants, options or other rights to acquire Capital Stock (but excluding any debt security that is
convertible into, or exchangeable for, Capital Stock).

�Exchange Act� means the Securities Exchange Act of 1934, as amended.

�Fair Market Value� means, with respect to any asset, the price (after taking into account any liabilities relating to such assets) which could be
negotiated in an arm�s-length free market transaction between a willing seller and a willing buyer, neither of which is under pressure or
compulsion to complete the transaction. Fair Market Value shall be determined by the Board of Directors of the Issuer in good faith.

�Fitch� means Fitch, Inc. or any successor to the rating agency business thereof.

�GAAP� means generally accepted accounting principles set forth in the opinions and pronouncements of the Accounting Principles Board of the
American Institute of Certified Public Accountants and statements and pronouncements of the Financial Accounting Standards Board or in such
other statements by such other entity as have been approved by a significant segment of the accounting profession, which are in effect on the
date of determination.

�Guarantee� means a guarantee other than by endorsement of negotiable instruments for collection in the ordinary course of business, direct or
indirect, in any manner including, without limitation, by way of a pledge of assets or through letters of credit or reimbursement agreements in
respect thereof, of all or any part of any Debt.

�Guarantors� means each Domestic Subsidiary of the Issuer that is a guarantor of or borrower under the 2011 Credit Agreement or the 2012 Credit
Agreement and executes a Guarantee of the Notes in accordance with the provisions of the Indenture; and their respective successors and
assigns; provided , however , that any Person constituting a Guarantor as described above shall cease to constitute a Guarantor when its
Guarantee of the Notes is released in accordance with the terms of the Indenture.

�Hedging Obligations� means, with respect to any specified Person, the obligations of such Person under:

(1) interest rate swap agreements, interest rate cap agreements and interest rate collar agreements; and

(2) other agreements or arrangements designed to protect such Person against fluctuations in interest rates or foreign exchange rates.

�incur� means issue, create, assume, guarantee, incur or otherwise become liable for; provided, however, that any Debt or Capital Stock of a
Person existing at the time such Person becomes a Restricted Subsidiary (whether by merger, consolidation, acquisition or otherwise) shall be
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deemed to be incurred by such Subsidiary at the time it becomes a Restricted Subsidiary. Neither the accrual of interest nor the accretion of
original issue discount shall be deemed to be an incurrence of Debt. The term � incurrence� when used as a noun shall have a correlative meaning.

�Issue Date� means the date on which the Notes are originally issued under the Indenture.

�Lien� means, with respect to any asset, any mortgage, lien, pledge, charge, security interest or encumbrance of any kind in respect of such asset,
whether or not filed, recorded or otherwise perfected under applicable law, including any conditional sale or other title retention agreement, any
lease in the nature thereof,
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any option or other agreement to sell or give a security interest in and any filing of or agreement to give any financing statement under the
Uniform Commercial Code (or equivalent statutes) of any jurisdiction.

�Moody�s� means Moody�s Investors Service, Inc. or any successor to the rating agency business thereof.

�Non-Recourse Debt� means Debt:

(1) as to which neither the Issuer nor any of its Restricted Subsidiaries (a) provides credit support of any kind (including any
undertaking, agreement or instrument that would constitute Debt), other than pursuant to Standard Securitization Undertakings, or
(b) is directly or indirectly liable as a guarantor or otherwise, other than pursuant to Standard Securitization Undertakings; and

(2) as to which the lenders have been notified in writing that they will not have any recourse to the stock or assets of the Issuer or any of
its Restricted Subsidiaries, other than pursuant to Standard Securitization Undertakings.

�Person� means any individual, corporation, partnership, joint venture, real estate investment trust, association, joint-stock company, trust,
unincorporated organization, limited liability company or government or other entity.

�Real Estate Assets� means, as of any date, the real estate, mortgage and lease assets of such Person and its Restricted Subsidiaries on such date,
on a consolidated basis determined in accordance with GAAP.

�Restricted Subsidiary� of a Person means any Subsidiary of the referenced Person that is not an Unrestricted Subsidiary.

�S&P� means Standard & Poor�s Ratings Services, a division of The McGraw-Hill Companies, Inc. or any successor to the rating agency business
thereof.

�Secured Debt� means, for any Person, Debt secured by a Lien on the property of such Person or any of its Restricted Subsidiaries.

�Securities Act� means the Securities Act of 1933, as amended.

�Significant Subsidiary� means each Restricted Subsidiary that is a significant subsidiary, if any, of the Issuer as defined in Regulation S-X under
the Securities Act.
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�Standard Securitization Undertakings� means representations, warranties, covenants and indemnities entered into by the Issuer or any Restricted
Subsidiary which are reasonably customary in commercial mortgage backed securities transactions by the parent or sponsoring entity.

�Subordinated Debt� means Debt which by the terms of such Debt is subordinated in right of payment to the principal of and interest and
premium, if any, on the Notes or any Guarantee thereof.

�Subsidiary� means, for any Person, any corporation or other entity of which a majority of the Voting Stock is owned, directly or indirectly, by
such Person or one or more other Subsidiaries of such Person.

�Total Assets� means, for any Person as of any date, the sum of (a) Undepreciated Real Estate Assets plus (b) the book value of all assets
(excluding Real Estate Assets and intangibles) of such Person and its Restricted Subsidiaries as of such date of determination on a consolidated
basis determined in accordance with GAAP.

�Total Unencumbered Assets� means, for any Person as of any date, the sum of, without duplication:

(1) those Undepreciated Real Estate Assets that are not subject to a Lien securing Debt; and
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(2) all other assets (excluding accounts receivable and intangibles) of such Person and its Restricted Subsidiaries not subject to a Lien
securing Debt,

all determined on a consolidated basis in accordance with GAAP; provided that in determining Total Unencumbered Assets as a percentage of
outstanding Unsecured Debt for purposes of the covenant set forth above under �Certain Covenants � Maintenance of Total Unencumbered Assets,
�all investments in unconsolidated joint ventures, unconsolidated limited partnerships, unconsolidated limited liability companies and other
unconsolidated entities shall be excluded from Total Unencumbered Assets.

�Treasury Rate� means, as of any redemption date, the yield to maturity as of such redemption date of United States Treasury securities with a
constant maturity (as compiled and published in the most recent Federal Reserve Statistical Release H.15 (519) that has become publicly
available at least two Business Days prior to the redemption date (or, if such Statistical Release is no longer published, any publicly available
source of similar market data)) most nearly equal to the period from the redemption date to August 15, 2022; provided, however, that if the
period from the redemption date to August 15, 2022, is less than one year, the weekly average yield on actually traded United States Treasury
securities adjusted to a constant maturity of one year will be used.

�Undepreciated Real Estate Assets� means, as of any date, the cost (being the original cost to the Issuer or any of its Restricted Subsidiaries plus
capital improvements) of Real Estate Assets of the Issuer and its Restricted Subsidiaries on such date, before depreciation and amortization of
such Real Estate Assets, determined on a consolidated basis in conformity with GAAP.

�Unrestricted Subsidiary� means any Subsidiary created or acquired after the date of the Indenture, but only to the extent that such Subsidiary:

(1) has no Debt other than Non-Recourse Debt;

(2) is not party to any agreement, contract, arrangement or understanding with the Issuer or any of its Restricted Subsidiaries unless the
terms of any such agreement, contract, arrangement or understanding are no less favorable to the Issuer or such Restricted Subsidiary
in the aggregate than those that might be obtained at the time from Persons who are not Affiliates of the Issuer;

(3) is a Person with respect to which neither the Issuer nor any of its Restricted Subsidiaries has any direct or indirect obligation (a) to
subscribe for additional Equity Interests or (b) to maintain or preserve such Person�s financial condition or to cause such Person to
achieve any specified levels of operating results; and

(4) has not guaranteed or otherwise directly or indirectly provided credit support for any Debt of the Issuer or any of its Restricted
Subsidiaries, other than pursuant to Standard Securitization Undertakings.

If, at any time, any Unrestricted Subsidiary would fail to meet the preceding requirements as an Unrestricted Subsidiary, it will thereafter cease
to be an Unrestricted Subsidiary for purposes of the Indenture and any Debt of such Subsidiary will be deemed to be incurred by a Restricted
Subsidiary of the Issuer as of such date and, if such Debt is not permitted to be incurred as of such date under the covenant described under � �
Certain Covenants � Limitations on Incurrence of Debt,� the Issuer will be in default of such covenant.

�Unsecured Debt� means, for any Person, any Debt of such Person or its Restricted Subsidiaries which is not Secured Debt.
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�Voting Stock� of any Person as of any date means the Capital Stock of such Person that is at the time entitled to vote in the election of the Board
of Directors of such Person.
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CERTAIN U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following is a summary of certain U.S. federal income tax considerations relating to the acquisition, ownership and disposition of the notes.
It is not a complete analysis of all the potential tax considerations relating to the notes. This summary is based upon the provisions of the Internal
Revenue Code of 1986, as amended, or the Code, Treasury Regulations promulgated under the Code, administrative rulings and pronouncements
and judicial decisions, all relating to the U.S. federal income tax treatment of debt instruments. These authorities may be changed, perhaps with
retroactive effect, so as to result in U.S. federal income tax consequences different from those set forth below.

This summary applies to you only if you become a beneficial owner of a note by purchasing a note in this offering for a price equal to the �issue
price� of the notes (i.e., the first price at which a substantial amount of the notes is sold other than to bond houses, brokers, or similar persons or
organizations acting in the capacity of underwriters, placement agents or wholesalers) and hold the notes as a capital asset within the meaning of
Section 1221 of the Code.

This summary does not address the tax considerations arising under the laws of any foreign, state or local jurisdiction or the tax considerations
arising under U.S. federal estate, gift and other tax laws. In addition, this discussion does not address all tax considerations that may be
applicable to beneficial owners� particular circumstances or to beneficial owners that may be subject to special tax rules, such as, for example:

� brokers and dealers in securities or currencies;

� traders in securities that elect to use a mark-to-market method of tax accounting for their securities holdings;

� banks, insurance companies, or other financial institutions;

� real estate investment trusts and regulated investment companies and shareholders of such entities;

� controlled foreign corporations and passive foreign investment companies and shareholders of such corporations;

� tax-exempt organizations, retirement plans, individual retirement accounts and tax-deferred accounts;

� persons who have ceased to be citizens or residents of the United States;

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

� persons that will hold the notes as a position in a hedging transaction, straddle, conversion transaction, wash sale or other risk reduction
transaction;

� persons deemed to sell the notes under the constructive sale provisions of the Code;
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� persons subject to the alternative minimum tax; and

� partnerships (or other entities or arrangements classified as partnerships for U.S. federal income tax purposes) or other pass-through
entities, and beneficial owners of pass-through entities.

If any entity or arrangement taxable as a partnership holds notes, the tax treatment of a partner in the partnership will generally depend upon the
status of the partner, the activities of the partnership and certain determinations made at the partner level. If you are a partnership holding the
notes or a partner in such partnership, you should consult your tax advisor regarding the tax consequences of the purchase, ownership and
disposition of the notes.

If we redeem or otherwise repurchase any of the notes, we may be obligated to pay additional amounts in excess of stated principal and interest.
Our obligation to pay such excess amounts may implicate the provisions of the Treasury Regulations relating to �contingent payment debt
instruments.� Under these Treasury Regulations, however, one or more contingencies will not cause a debt instrument to be treated as a
contingent
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payment debt instrument if, as of the issue date, each such contingency is �remote� or is considered to be �incidental.� We intend to take the position
that the notes should not be treated as contingent payment debt instruments because of the foregoing contingencies. Our position is binding on a
beneficial owner of the notes, unless such owner discloses in the proper manner to the Internal Revenue Service (the �IRS�) that it is taking a
different position. Assuming such position is respected, such owner would be required to include in income the amount of any such additional
payment in accordance with the rules discussed below under � � Taxation of U.S. holders� and � � Taxation of Non-U.S. holders.� If the IRS
successfully challenged this position, and the notes were treated as contingent payment debt instruments, such owners (i) would be required to
accrue interest income regardless of their accounting method and could be required to accrue interest income at a rate higher than the stated
interest rate on the notes and (ii) would be required to treat as ordinary income, rather than capital gain, any gain recognized on a sale, exchange,
redemption or other taxable disposition of their notes. This disclosure assumes that the notes will not be considered contingent payment debt
instruments. Beneficial owners of the notes are urged to consult their tax advisors regarding the potential application of the contingent payment
debt instrument rules to their notes and the consequences thereof.

This summary of certain U.S. federal income tax considerations is for general information only and is not tax advice. This summary is
not binding on the IRS. We have not sought, and will not seek, any ruling from the IRS with respect to the statements made in this
summary, and there can be no assurance that the IRS will not take a position contrary to these statements or that a contrary position
taken by the IRS would not be sustained by a court.

If you are considering purchasing notes, you are urged to consult your own tax advisor with respect to the application of the U.S. federal
income tax laws to your particular situation, as well as any tax considerations arising under the U.S. federal estate or gift tax rules,
under the laws of any state, local, or foreign taxing jurisdiction or under any applicable income tax treaty.

Taxation of U.S. Holders

As used herein, the term �U.S. holder� means a beneficial owner of a note or notes who, for U.S. federal income tax purposes, is:

� an individual who is a citizen or resident of the United States;

� a corporation or other entity classified as a corporation for U.S. federal income tax purposes, created or organized in or under the laws
of the United States, any state thereof or the District of Columbia;

� an estate the income of which is subject to U.S. federal income taxation regardless of its source; or

� a trust that (i) is subject to the primary supervision of a U.S. court and which has one or more U.S. persons who have the authority to
control all substantial decisions of the trust or (ii) was in existence on August 20, 1996, was treated as a U.S. person prior to such date,
and has a valid election in effect under applicable Treasury Regulations to continue to be treated as a U.S. person.

Interest

U.S. holders generally must include interest on their notes in their U.S. federal taxable income as ordinary income:

Edgar Filing: Gannett Co., Inc. - Form 8-K

Table of Contents 74



� when it accrues, if the U.S. holder uses the accrual method of accounting for U.S. federal income tax purposes; or

� when the U.S. holder actually or constructively receives it, if the U.S. holder uses the cash method of accounting for U.S. federal
income tax purposes.
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Sale, Exchange or Other Taxable Disposition of the Notes

Unless a nonrecognition provision applies, U.S. holders must recognize taxable gain or loss on the sale, exchange, redemption, retirement or
other taxable disposition of their notes. The amount of gain or loss equals the difference between (i) the amount the U.S. holder receives for the
notes in cash or other property, valued at fair market value, less the amount thereof that is attributable to accrued but unpaid interest on the notes
not previously included in gross income (which shall be subject to taxation as described above in � � Interest�) and (ii) the U.S. holder�s tax basis in
the notes. A U.S. holder�s tax basis in the notes generally will equal the price the U.S. holder paid for the notes.

Gain or loss generally will be long-term capital gain or loss if at the time the notes are disposed of they have been held for more than one year.
Otherwise, it will be short-term capital gain or loss. The deductibility of capital losses by U.S. holders is subject to certain limitations.

The maximum U.S. federal income tax rate on long-term capital gain on most capital assets held by non-corporate U.S. holders is currently 15%.
The U.S. federal income tax laws relating to this 15% tax rate are scheduled to �sunset� or revert to provisions of prior law effective for taxable
years beginning after December 31, 2012, at which time the capital gains tax rate is scheduled to increase to 20%.

Backup Withholding and Information Reporting

Backup withholding at the applicable statutory rate which is currently 28% (and is scheduled to increase to 31% for taxable years beginning on
or after January 1, 2013) may apply when a U.S. holder receives interest payments on the notes or proceeds upon the sale or other disposition
(including a retirement or redemption) of the notes. Certain U.S. holders including, among others, corporations, financial institutions and certain
tax-exempt organizations, are generally not subject to backup withholding. In addition, backup withholding will not apply to a U.S. holder who
provides his or her social security or other taxpayer identification number in the prescribed manner unless:

� the IRS notifies the applicable withholding agent that the taxpayer identification number provided is incorrect;

� the U.S. holder fails to report interest and dividend payments received on the U.S. holder�s tax return and the IRS notifies the applicable
withholding agent that backup withholding is required; or

� the U.S. holder fails to certify under penalty of perjury that backup withholding does not apply.

A U.S. holder who provides the applicable withholding agent with an incorrect taxpayer identification number may be subject to penalties
imposed by the IRS. If backup withholding does apply, the U.S. holder may request a refund of the amounts withheld or use the amounts
withheld as a credit against the U.S. holder�s U.S. federal income tax liability as long as the U.S. holder timely provides the required information
to the IRS. U.S. holders should consult their tax advisors as to their qualification for exemption from backup withholding and the procedures for
obtaining an exemption.

We will be required to furnish annually to the IRS and to U.S. holders information relating to the amount of interest paid on the notes, and that
information reporting also generally will apply to payments of proceeds from the sale or other disposition (including a retirement or redemption)
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of the notes. Some U.S. holders, including corporations, financial institutions and certain tax-exempt organizations, generally are not currently
subject to information reporting.

Medicare Tax on Investment Income

The Health Care and Education Reconciliation Act of 2010 requires certain U.S. holders who are individuals, estates or trusts and whose income
exceeds certain thresholds to pay an additional 3.8% Medicare tax on, among other things, interest on the notes and capital gains from the sale or
other taxable disposition of
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notes for taxable years beginning after December 31, 2012. U.S. holders should consult their tax advisors regarding the effect, if any, of this
legislation on their acquisition, ownership and disposition of the notes.

Taxation of Non-U.S. Holders

This section applies to you if you are, for U.S. federal income tax purposes, an individual, corporation, estate or trust and are not a U.S. holder (a
�Non-U.S. holder�).

Payments of Interest

Interest paid to a Non-U.S. holder will not be subject to U.S. federal income taxes or withholding tax if the interest is not effectively connected
with the Non-U.S. holder�s conduct of a trade or business within the United States, and the Non-U.S. holder:

� does not actually or constructively own a 10% or greater interest in the total combined voting power of all classes of our voting shares;

� is not a controlled foreign corporation with respect to which we are a �related person� within the meaning of Section 864(d)(4) of the
Code;

� is not a bank that received such notes on an extension of credit made pursuant to a loan agreement entered into in the ordinary course of
its trade or business; and

� provides the appropriate certification as to the Non-U.S. holder�s status. A Non-U.S. holder can generally meet this certification
requirement by providing a properly executed IRS Form W-8BEN or appropriate substitute form to the applicable withholding agent.
The withholding agent will then generally be required to provide appropriate certifications to us or our paying agent, either directly or
through other intermediaries. Special certification rules apply to foreign partnerships, estates and trusts, and in certain circumstances
certifications as to foreign status of partners, trust owners or beneficiaries may have to be provided to us or our paying agent.

If a Non-U.S. holder does not qualify for an exemption under these rules, interest income from the notes may be subject to withholding tax at the
rate of 30% (or lower applicable treaty rate) at the time such interest is paid. To claim the benefit of a tax treaty, a Non-U.S. holder must provide
a properly executed IRS Form W-8BEN before the payment of interest or in certain circumstances provide documentary evidence issued by
foreign governmental authorities to prove residence in the foreign country and certain other certifications.

The payment of interest that is effectively connected with a U.S. trade or business, however, would not be subject to a 30% withholding tax so
long as the Non-U.S. holder provides the applicable withholding agent with an adequate certification (on an applicable IRS Form W-8), but such
interest generally would be subject to U.S. federal income tax on a net basis at the rates applicable to U.S. holders generally. In addition, if the
payment of interest is effectively connected with a foreign corporation�s conduct of a U.S. trade or business, that foreign corporation may also be
subject to a 30% (or lower applicable treaty rate) branch profits tax on its effectively connected earnings and profits attributable to such interest.
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Sale, Exchange or Other Taxable Disposition of the Notes

Non-U.S. holders generally will not be subject to U.S. federal income tax or withholding tax on any amount which constitutes capital gain upon
a sale, exchange, redemption, retirement or other taxable disposition of the notes, unless either of the following is true:

� the Non-U.S. holder�s investment in the notes is effectively connected with the conduct of a U.S. trade or business; or

� the Non-U.S. holder is a nonresident alien individual who is present in the United States for 183 or more days in the taxable year within
which the sale, redemption or other taxable disposition takes place, and certain other requirements are met.
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For Non-U.S. holders described in the first bullet point above, the net gain derived from the sale, exchange, redemption, retirement or other
taxable disposition of the notes generally would be subject to U.S. federal income tax at the rates applicable to U.S. holders generally (or lower
applicable treaty rate). In addition, a foreign corporation may be subject to a 30% (or lower applicable treaty rate) branch profits tax on its
effectively connected earnings and profits attributable to such gain. Non-U.S. holders described in the second bullet point above will be subject
to a flat 30% U.S. federal income tax on the gain derived from the sale, exchange, redemption, retirement or other taxable disposition of the
notes, which may be offset by certain U.S. source capital losses, even though Non-U.S. holders are not considered residents of the United States.

Backup Withholding and Information Reporting

Backup withholding (currently at a rate of 28%, which rate currently is scheduled to increase to 31% for taxable years beginning on or after
January 1, 2013) generally will not apply to payments of interest made to a Non-U.S. holder with respect to the notes, provided that we do not
have actual knowledge or reason to know that the Non-U.S. holder is a U.S. person and the Non-U.S. holder has given us the certification
described above under �Taxation of Non-U.S. holders � Payments of interest.� However, we generally will be required to report annually to the IRS
and to a Non-U.S. holder (i) the amount of any interest paid to the Non-U.S. holder, regardless of whether any tax was actually withheld and
(ii) the amount of any tax withheld with respect to any interest paid to the Non-U.S. holder. Copies of these information returns may also be
made available under the provisions of a specific treaty or agreement with the tax authorities of the country in which the Non-U.S. holder
resides.

The gross proceeds from the sale or other disposition by a Non-U.S. holder of the notes (including a retirement or redemption) may be subject to
information reporting and backup withholding tax (currently at a rate of 28%, which rate currently is scheduled to increase to 31% for taxable
years beginning on or after January 1, 2013). If a Non-U.S. holder sells or otherwise disposes of the notes outside the United States through a
non-U.S. office of a non-U.S. broker and the proceeds are paid to the Non-U.S. holder outside the United States, then the U.S. backup
withholding and information reporting requirements generally will not apply to that payment. However, U.S. information reporting, but not
backup withholding, will apply to a payment of proceeds from the sale or other disposition by a Non-U.S. holder of the notes, even if that
payment is made outside the United States, if the Non-U.S. holder sells or otherwise disposes of the notes through a non-U.S. office of a U.S.
broker or a non-U.S. broker with certain connections to the United States, unless the broker has documentary evidence in its files that the
Non-U.S. holder is not a U.S. person and certain other conditions are met, or the Non-U.S. holder otherwise establishes an exemption. If a
Non-U.S. holder receives payments of the proceeds of a sale or other disposition of the notes to or through a U.S. office of a broker, the payment
is subject to both U.S. backup withholding and information reporting unless such holder provides an IRS Form W-8BEN (or other applicable
form) certifying that the Non-U.S. holder is not a U.S. person or the Non-U.S. holder otherwise establishes an exemption, provided that the
broker does not have actual knowledge or reason to know that the Non-U.S. holder is a U.S. person or the conditions of any other exemption are
not, in fact, satisfied. A Non-U.S. holder generally will be entitled to a credit or refund with respect to any amounts withheld under the backup
withholding rules against such holder�s U.S. federal income tax liability, provided that the required information is furnished to the IRS in a timely
manner. Non-U.S. holders should consult their tax advisors regarding the application of backup withholding and information reporting in their
particular situation, the availability of an exemption therefrom, and the procedure for obtaining an exemption, if available.

Recent Tax Law Changes

Reporting and Withholding on Foreign Financial Accounts

On March 18, 2010, the President signed the Hiring Incentives to Restore Employment Act (the �HIRE Act�) into law. This law imposes a 30%
U.S. federal withholding tax on interest on, and proceeds from the sale or other disposition of, our notes to a foreign financial institution or
non-financial foreign entity (whether such
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institution or entity is the beneficial owner or an intermediary), unless (i) in the case of a foreign financial institution, such institution enters into
an agreement with the U.S. 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 certain direct and indirect U.S. owners of the entity.
Although the withholding tax provisions of the HIRE Act were to have been effective beginning in 2013, the IRS has provided for a phased-in
implementation of these provisions. Specifically, withholding on interest on the notes, but not gross proceeds from the sale or other disposition
of the notes, generally is to begin after December 31, 2013. Withholding on gross proceeds from disposition of the notes is generally to begin
after December 31, 2014. Under certain circumstances, a Non-U.S. holder might be eligible for refunds or credits of such taxes.

Under a statutory grandfathering provision, the withholding tax provisions of the HIRE Act apply to debt obligations, such as the notes, issued
after March 18, 2012. However, recently issued proposed Treasury regulations generally would extend the statutory grandfathering provision to
debt obligations that are issued after March 18, 2012 and before January 1, 2013. Thus, under these proposed Treasury regulations, the
withholding tax provisions of the HIRE Act generally would not apply to the notes (unless they are modified and deemed reissued after
December 31, 2012). However, there can be no assurance as to whether or not these proposed Treasury regulations will be adopted in final form
and, if so adopted, what form the proposed Treasury regulations will take. Prospective purchasers of the notes should consult their own tax
advisors regarding the effect, if any, of the withholding tax provisions of the HIRE Act for them based on their particular circumstances.
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UNDERWRITING

Citigroup Global Markets Inc., J.P. Morgan Securities LLC and Barclays Capital Inc. are acting as joint book-running managers of the offering
and as representatives of the underwriters named below. Subject to the terms and conditions stated in the underwriting agreement dated the date
of this prospectus supplement, each underwriter named below has severally agreed to purchase, and we have agreed to sell to that underwriter,
the principal amount of notes set forth opposite the underwriter�s name.

Underwriter
Principal amount

of  notes
Citigroup Global Markets Inc. $ 112,000,000
J.P. Morgan Securities LLC 112,000,000
Barclays Capital Inc. 45,500,000
Goldman, Sachs & Co. 22,166,667
RBC Capital Markets, LLC 22,166,667
KeyBanc Capital Markets Inc. 22,166,666
U.S. Bancorp Investments, Inc. 7,000,000
UMB Financial Services, Inc. 7,000,000

Total $ 350,000,000

The underwriting agreement provides that the obligations of the underwriters to purchase the notes included in this offering are subject to
approval of legal matters by counsel and to other conditions. The underwriters are obligated to purchase all the notes if they purchase any of the
notes.

Notes sold by the underwriters to the public will initially be offered at the initial public offering price set forth on the cover of this prospectus
supplement. Any notes sold by the underwriters to securities dealers may be sold at a discount from the initial public offering price not to exceed
0.450% per note. Any such securities dealers may resell any notes purchased from the underwriters to certain other brokers or dealers at a
discount from the initial public offering price not to exceed 0.270% per note. If all the notes are not sold at the initial offering price, the
underwriters may change the offering price and the other selling terms. The offering of the notes by the underwriters is subject to receipt and
acceptance by the underwriters and subject to the underwriters� right to reject any order in whole or in part. The underwriters may offer and sell
notes through certain of their affiliates.

The notes will constitute a new class of securities with no established trading market. We do not intend to list the notes on any national securities
exchange. However, we cannot assure you that the prices at which the notes will sell in the market after this offering will not be lower than the
initial offering price or that an active trading market for the notes will develop and continue after this offering. Certain of the underwriters have
advised us that they currently intend to make a market in the notes. However, they are not obligated to do so and they may discontinue any
market-making activities with respect to the notes at any time without notice. Accordingly, we cannot assure you as to the liquidity of, or the
trading market for, the notes.

The following table shows the underwriting discount that we are to pay to the underwriters in connection with this offering (expressed as a
percentage of the principal amount of the notes):

Paid by Us
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Per note 0.750% 

We estimate that our total expenses for this offering will be approximately $1.3 million.

In connection with the offering, the underwriters may purchase and sell notes in the open market. Purchases and sales in the open market may
include short sales, purchases to cover short positions and stabilizing purchases.

� Short sales involve secondary market sales by the underwriters of a greater number of notes than they are required to purchase in the
offering.
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� Covering transactions involve purchases of notes in the open market after the distribution has been completed in order to cover short
positions.

� Stabilizing transactions involve bids to purchase notes so long as the stabilizing bids do not exceed a specified maximum.

Purchases to cover short positions and stabilizing purchases, as well as other purchases by the underwriters for their own accounts, may have the
effect of preventing or retarding a decline in the market price of the notes. They may also cause the price of the notes to be higher than the price
that would otherwise exist in the open market in the absence of these transactions. The underwriters may conduct these transactions in the
over-the-counter market or otherwise. If the underwriters commence any of these transactions, they may discontinue them at any time.

We expect to deliver the notes against payment for the notes on or about the date specified in the last paragraph of the cover page of this
prospectus supplement, which will be the fifth business day following the date of the pricing of the notes. Under Rule 15c6-1 of the Exchange
Act, trades in the secondary market generally are required to settle in three business days, unless the parties to a trade expressly agree otherwise.
Accordingly, purchasers who wish to trade notes on the date of pricing or the next succeeding business day will be required, by virtue of the fact
that the notes initially will settle in T+5, to specify alternative settlement arrangements to prevent a failed settlement.

We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities Act, or to contribute to
payments the underwriters may be required to make because of any of those liabilities.

The underwriters and their respective affiliates are full service financial institutions engaged in various activities, which may include securities
trading, commercial and investment banking, financial advisory, investment management, principal investment, hedging, financing and
brokerage activities. Certain of the underwriters and their respective affiliates have from time to time performed and may in the future perform
various commercial banking, investment banking, financial advisory and other services for us and our affiliates, for which they have received or
will receive customary fees and commissions. In addition, from time to time certain of the underwriters and their affiliates may effect
transactions for their own account or the account of customers, and hold on behalf of themselves or their customers, long or short positions in
our debt or equity securities or loans, and may do so in the future.

As described in the section entitled �Use of Proceeds�, we intend to use the net proceeds from this offering to repay debt under our unsecured
revolving credit facility. Certain affiliates of the underwriters act as lenders and/or agents under our unsecured revolving credit facility. As a
result, a portion of the net proceeds of this offering, not including underwriter compensation, will be paid to affiliates of the underwriters in
connection with the repayment of such borrowings. The affiliates of such underwriters will receive their proportionate share of any amount of
the credit facility that is repaid with the proceeds of this offering. Citbank N.A., an affiliate of one of the underwriters, Citigroup Global Markets
Inc., is a lender under the credit facility and will receive approximately 10.00% of any proceeds from this offering that are used to repay
indebtedness under the credit facility. JPMorgan Chase Bank, N.A., an affiliate of one of the underwriters, J.P. Morgan Securities LLC, is also a
lender under the credit facility and will receive approximately 16.25% of any proceeds of this offering that are used to repay indebtedness under
the credit facility. Barclays Bank PLC, an affiliate of one of the underwriters, Barclays Capital Inc., is also a lender under the credit facility and
will receive approximately 10.00% of any proceeds of this offering that are used to repay indebtedness under the credit facility. Goldman Sachs
Bank USA, an affiliate of one of the underwriters, Goldman, Sachs & Co., is also a lender under the credit facility and will receive
approximately 5.00% of any proceeds of this offering that are used to repay indebtedness under the credit facility. Royal Bank of Canada, an
affiliate of one of the underwriters, RBC Capital Markets, LLC, is also a lender under the credit facility and will receive approximately 16.25%
of any proceeds of this offering that are used to repay indebtedness under the credit facility. KeyBank National Association, an affiliate of one of
the
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underwriters, KeyBanc Capital Markets Inc., is also a lender under the credit facility and will receive approximately 16.25% of any proceeds of
this offering that are used to repay indebtedness under the credit facility. U.S. Bank National Association, an affiliate of one of the underwriters,
U.S. Bancorp Investments, Inc., is also a lender under the credit facility and will receive approximately 8.75% of any proceeds of this offering
that are used to repay indebtedness under the credit facility. UMB Bank, n.a., an affiliate of one of the underwriters, UMB Financial Services
Inc., is also a lender under the credit facility and will receive approximately 8.75% of any proceeds of this offering that are used to repay
indebtedness under the credit facility. Certain affiliates of the underwriters also act as lenders and/or agents under our term loan facility. In the
ordinary course of their various business activities, the underwriters and their respective affiliates may make or hold a broad array of investments
and actively trade debt and equity securities (or related derivative securities) and financial instruments (including bank loans) for their own
account and for the accounts of their customers and may at any time hold long and short positions in such securities and instruments. Such
investment and securities activities may involve securities and instruments of the issuer.

If any of the underwriters or their affiliates has a lending relationship with us, certain of those underwriters or their affiliates routinely hedge,
and certain other of those underwriters or their affiliates may hedge, their credit exposure to us consistent with their customary risk management
policies. Typically, these underwriters and their affiliates would hedge such exposure by entering into transactions which consist of either the
purchase of credit default swaps or the creation of short positions in our securities, including potentially the notes offered hereby. Any such
credit default swaps or short positions could adversely affect future trading prices of the notes offered hereby.

Notice to Prospective Investors in the European Economic Area

In relation to each member state of the European Economic Area that has implemented the Prospectus Directive (each, a relevant member state),
with effect from and including the date on which the Prospectus Directive is implemented in that relevant member state (the relevant
implementation date), an offer of notes described in this prospectus supplement may not be made to the public in that relevant member state
other than:

� to any legal entity which is a qualified investor as defined in the Prospectus Directive;

� to fewer than 100 or, if the relevant member state has implemented the relevant provision of the 2010 PD Amending Directive, 150
natural or legal persons (other than qualified investors as defined in the Prospectus Directive), as permitted under the Prospectus
Directive, subject to obtaining the prior consent of the relevant Dealer or Dealers nominated by us for any such offer; or

� in any other circumstances falling within Article 3(2) of the Prospectus Directive,

provided that no such offer of securities shall require us or any underwriter to publish a prospectus pursuant to Article 3 of the Prospectus
Directive.

For purposes of this provision, the expression an �offer of securities to the public� in any relevant member state means the communication in any
form and by any means of sufficient information on the terms of the offer and the securities to be offered so as to enable an investor to decide to
purchase or subscribe for the securities, as the expression may be varied in that member state by any measure implementing the Prospectus
Directive in that member state, and the expression �Prospectus Directive� means Directive 2003/71/EC (and amendments thereto, including the
2010 PD Amending Directive, to the extent implemented in the relevant member state) and includes any relevant implementing measure in each
relevant member state. The expression 2010 PD Amending Directive means Directive 2010/73/EU.
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The sellers of the notes have not authorized and do not authorize the making of any offer of notes through any financial intermediary on their
behalf, other than offers made by the underwriters with a view to the final placement of the notes as contemplated in this prospectus supplement.
Accordingly, no purchaser of the notes, other than the underwriters, is authorized to make any further offer of the notes on behalf of the sellers
or the underwriters.
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Notice to Prospective Investors in the United Kingdom

This prospectus supplement and the accompanying prospectus are only being distributed to, and is only directed at, persons in the United
Kingdom that are qualified investors within the meaning of Article 2(1)(e) of the Prospectus Directive that are also (i) investment professionals
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the �Order�) or (ii) high net worth
entities, and other persons to whom it may lawfully be communicated, falling within Article 49(2)(a) to (d) of the Order (each such person being
referred to as a �relevant person�). This prospectus supplement and its contents are confidential and should not be distributed, published or
reproduced (in whole or in part) or disclosed by recipients to any other persons in the United Kingdom. Any person in the United Kingdom that
is not a relevant person should not act or rely on this document or any of its contents.

Notice to Prospective Investors in France

Neither this prospectus supplement nor any other offering material relating to the notes described in this prospectus supplement has been
submitted to the clearance procedures of the Autorité des Marchés Financiers or of the competent authority of another member state of the
European Economic Area and notified to the Autorité des Marchés Financiers. The notes have not been offered or sold and will not be offered or
sold, directly or indirectly, to the public in France. Neither this prospectus supplement nor any other offering material relating to the notes has
been or will be:

� released, issued, distributed or caused to be released, issued or distributed to the public in France; or

� used in connection with any offer for subscription or sale of the notes to the public in France.

Such offers, sales and distributions will be made in France only:

� to qualified investors (investisseurs qualifiés) and/or to a restricted circle of investors (cercle restreint d�investisseurs), in each case
investing for their own account, all as defined in, and in accordance with, articles L.411-2, D.411-1, D.411-2, D.734-1, D.744-1,
D.754-1 and D.764-1 of the French Code monétaire et financier;

� to investment services providers authorized to engage in portfolio management on behalf of third parties; or

� in a transaction that, in accordance with article L.411-2-II-1°-or-2°-or 3° of the French Code monétaire et financier and article 211-2 of
the General Regulations (Règlement Général) of the Autorité des Marchés Financiers, does not constitute a public offer (appel public à
l�épargne).

The notes may be resold directly or indirectly, only in compliance with articles L.411-1, L.411-2, L.412-1 and L.621-8 through L.621-8-3 of the
French Code monétaire et financier.

Notice to Prospective Investors in Hong Kong
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The notes may not be offered or sold in Hong Kong by means of any document other than (i) in circumstances which do not constitute an offer
to the public within the meaning of the Companies Ordinance (Cap. 32, Laws of Hong Kong), or (ii) to �professional investors� within the
meaning of the Securities and Futures Ordinance (Cap. 571, Laws of Hong Kong) and any rules made thereunder, or (iii) in other circumstances
which do not result in the document being a �prospectus� within the meaning of the Companies Ordinance (Cap. 32, Laws of Hong Kong) and no
advertisement, invitation or document relating to the notes may be issued or may be in the possession of any person for the purpose of issue (in
each case whether in Hong Kong or elsewhere), which is directed at, or the contents of which are likely to be accessed or read by, the public in
Hong Kong (except if permitted to do so under the laws of Hong Kong) other than with respect to notes which are or are intended to be disposed
of only to persons outside Hong Kong or only to �professional investors� within the meaning of the Securities and Futures Ordinance (Cap. 571,
Laws of Hong Kong) and any rules made thereunder.
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Notice to Prospective Investors in Japan

The notes offered in this prospectus supplement have not been registered under the Securities and Exchange Law of Japan. The notes have not
been offered or sold and will not be offered or sold, directly or indirectly, in Japan or to or for the account of any resident of Japan, except
(i) pursuant to an exemption from the registration requirements of the Securities and Exchange Law and (ii) in compliance with any other
applicable requirements of Japanese law.

Notice to Prospective Investors in Singapore

This prospectus supplement has not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly, this prospectus
supplement and any other document or material in connection with the offer or sale, or invitation for subscription or purchase, of the notes may
not be circulated or distributed, nor may the notes be offered or sold, or be made the subject of an invitation for subscription or purchase,
whether directly or indirectly, to persons in Singapore other than (i) to an institutional investor under Section 274 of the Securities and Futures
Act, Chapter 289 of Singapore (the �SFA�), (ii) to a relevant person pursuant to Section 275(1), or any person pursuant to Section 275(1A), and in
accordance with the conditions specified in Section 275 of the SFA or (iii) otherwise pursuant to, and in accordance with the conditions of, any
other applicable provision of the SFA, in each case subject to compliance with conditions set forth in the SFA.

Where the notes are subscribed or purchased under Section 275 of the SFA by a relevant person which is:

� a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the sole business of which is to hold
investments and the entire share capital of which is owned by one or more individuals, each of whom is an accredited investor; or

� a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and each beneficiary of the trust is an
individual who is an accredited investor,

� shares, debentures and units of shares and debentures of that corporation or the beneficiaries� rights and interest (howsoever described)
in that trust shall not be transferred within six months after that corporation or that trust has acquired the notes pursuant to an offer made
under Section 275 of the SFA except

� to an institutional investor (for corporations, under Section 274 of the SFA) or to a relevant person defined in Section 275(2) of the
SFA, or to any person pursuant to an offer that is made on terms that such shares, debentures and units of shares and debentures of that
corporation or such rights and interest in that trust are acquired at a consideration of not less than S$200,000 (or its equivalent in a
foreign currency) for each transaction, whether such amount is to be paid for in cash or by exchange of securities or other assets, and
further for corporations, in accordance with the conditions specified in Section 275 of the SFA;

� where no consideration is or will be given for the transfer; or

� where the transfer is by operation of law.
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LEGAL MATTERS

Certain legal matters in connection with the offering and sale of the notes and the guarantees will be passed upon for us by Stinson Morrison
Hecker LLP, Kansas City, Missouri. Certain legal matters in connection with this offering will be passed upon for the underwriters by Fried,
Frank, Harris, Shriver & Jacobson LLP, New York, New York.

EXPERTS

The consolidated financial statements and schedules of EPR and its subsidiaries as of December 31, 2011 and 2010, and for each of the years in
the three-year period ended December 31, 2011, and management�s assessment of the effectiveness of internal control over financial reporting as
of December 31, 2011, have been incorporated by reference herein in reliance upon the reports of KPMG LLP, independent registered public
accounting firm, incorporated by reference herein, and upon the authority of said experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We are subject to the informational requirements of the Exchange Act, and in accordance with those requirements, we file reports and other
information with the SEC. The reports and other information can be inspected and copied at the public reference facilities maintained by the
SEC at Room 1580, 100 F Street, N.E., Washington, D.C. 20549. Copies of this material can be obtained by mail from the Public Reference
Section of the SEC at Room 1580, 100 F Street, N.E., Washington, D.C. 20549 at prescribed rates. The public may obtain information on the
operation of the public reference room by calling the SEC at 1-800-SEC-0330. The SEC maintains an Internet website (http://www.sec.gov) that
contains reports, proxy and information statements and other materials that are filed through the SEC Electronic Data Gathering, Analysis and
Retrieval (EDGAR) system. In addition, our common shares, Series C convertible preferred shares, Series D preferred shares and Series E
convertible preferred shares are listed on the New York Stock Exchange and we are required to file reports, proxy and information statements
and other information with the New York Stock Exchange. These documents can be inspected at the principal office of the New York Stock
Exchange, 20 Broad Street, New York, New York 10005. We have filed with the SEC a registration statement on Form S-3 (Registration File
No. 333-165523), as amended, covering the securities offered by this prospectus supplement. You should be aware that this prospectus
supplement does not contain all of the information contained or incorporated by reference in that registration statement and its exhibits and
schedules. You may inspect and obtain the registration statement, including exhibits, schedules, reports and other information that we have filed
with the SEC, as described in the preceding paragraph. Statements contained in this prospectus supplement concerning the contents of any
document we refer you to are not necessarily complete and in each instance we refer you to the applicable document filed with the SEC for more
complete information.
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PROSPECTUS

Entertainment Properties Trust
Common Shares, Preferred Shares, Depositary Shares, Warrants, Debt Securities and

Units

We may offer, from time to time, in one or more offerings, together or separately, in one or more series or classes and in amounts, at prices and
on terms that we will determine at the time of offering:

� common shares of beneficial interest (�common shares�);

� preferred shares of beneficial interest (�preferred shares�);

� depositary shares representing preferred shares of beneficial interest (�depositary shares�);

� warrants;

� debt securities which may be either senior debt securities or subordinated debt securities; or

� units consisting of combinations of any of the foregoing (�units�).
We refer to the common shares, preferred shares, depositary shares, warrants, debt securities and units collectively as the �securities� in this
prospectus.

This prospectus describes some of the general terms that may apply to these securities and the general manner in which they may be offered. We
will provide the specific terms of these securities in supplements to this prospectus or other offering materials. You should read this prospectus,
the applicable prospectus supplement and other applicable offering materials carefully before you invest.

The securities may be sold directly or to or through one or more agents, underwriters or dealers or through a combination of these methods on a
continuous or delayed basis. If any agent, dealer or underwriter is involved in selling the securities, its name, the applicable purchase price, fee,
commission or discount arrangement, and the net proceeds to us from the sale of the securities will be described in a prospectus supplement or
other offering materials. The securities may also be resold by security holders to be identified in the future pursuant to this prospectus, including
any applicable prospectus supplements and other applicable offering materials. In such event, we will not receive any of the proceeds from sales
of securities by security holders. To the extent that any selling security holder resells any securities, the selling security holder may be required
to provide you with this prospectus, a prospectus supplement and other applicable offering materials identifying and containing specific
information about the selling security holder and the terms of the securities being offered. This prospectus may not be used to consummate sales
of securities unless accompanied by the applicable prospectus supplement. See �Plan of Distribution.�
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Our common shares are listed on the New York Stock Exchange under the symbol �EPR�. The last reported sale price of our common shares on
the New York Stock Exchange on March 15, 2010 was $41.75 per share. Our Series B Cumulative Redeemable Preferred Shares (�Series B
Preferred Shares�), Series C Cumulative Convertible Preferred Shares (�Series C Preferred Shares�), Series D Cumulative Redeemable Preferred
Shares (�Series D Preferred Shares�) and Series E Cumulative Convertible Preferred Shares (�Series E Preferred Shares�) are listed on the New York
Stock Exchange under the symbols �EPR PrB�, �EPR PrC�, �EPR PrD� and �EPR PrE�, respectively. Where applicable, the prospectus supplement will
contain information on any listing on a securities exchange of securities covered by that prospectus supplement.

To preserve our qualification as a real estate investment trust or �REIT� for U.S. federal income tax purposes and for other purposes, we impose
restrictions on ownership of our common and preferred shares. See �U.S. Federal Income Tax Considerations� and �Description of Certain
Provisions of Maryland Law and EPR�s Declaration of Trust and Bylaws� in this prospectus.

Investing in these securities involves certain risks. See the �Risk Factors� section on page 5 of this prospectus.
Before buying our securities, you should read and consider the risk factors included in our periodic reports, in
the prospectus supplements or any offering material relating to any specific offering, and in other information
that we file with the Securities and Exchange Commission which is incorporated by reference in this
prospectus. See �Where You Can Find More Information.�

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

Our principal executive office is located at 30 W. Pershing Road, Suite 201, Kansas City, Missouri 64108. The telephone number for our
principal executive office is (816) 472-1700.

The date of this prospectus is March 16, 2010.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement (No. 333-165523) that we filed with the Securities and Exchange Commission (�SEC�) using a
�shelf� registration process. Under this shelf process, we may sell any combination of the securities described in this prospectus from time to time
in one or more offerings and selling security holders may from time to time offer and sell such securities owned by them.

This prospectus provides you with a general description of the securities we may offer. Each time we offer and sell securities, we will provide a
prospectus supplement or other offering materials that contain specific information about the terms of the offering and the securities offered. The
prospectus supplement or other offering materials also may add to, update or change information provided in this prospectus. You should read
this prospectus, the applicable prospectus supplement, the other applicable offering materials and the other information described in �Where You
Can Find More Information� and �Incorporation of Certain Information by Reference� prior to investing.

As allowed by SEC rules, this prospectus does not contain all the information you can find in the registration statement or the exhibits to the
registration statement. For further information, we refer you to the registration statement, including its exhibits and schedules. Statements
contained in this prospectus about the provisions or contents of any contract, agreement or any other document referred to are not necessarily
complete. For each of these contracts, agreements or documents filed as an exhibit to the registration statement, we refer you to the actual exhibit
for a more complete description of the matters involved. The registration statement can be read at the SEC website or at the SEC offices
mentioned under the heading �Where You Can Find More Information.�

We have not authorized any dealer, salesman or other person to give any information or to make any representation other than those contained or
incorporated by reference in this prospectus, any applicable supplement to this prospectus or any other applicable offering materials. You must
not rely upon any information or representation not contained or incorporated by reference in this prospectus or any applicable supplement to
this prospectus or any other applicable offering materials as if we had authorized it. This prospectus, any applicable prospectus supplement and
any other applicable offering materials do not constitute an offer to sell or the solicitation of an offer to buy any securities other than the
registered securities to which they relate. Nor do this prospectus, any accompanying prospectus supplement or any other applicable offering
materials 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 assume that the information appearing in this prospectus, the accompanying
prospectus supplement or any other offering materials is accurate only as of the date on their respective covers, and you should assume that the
information appearing in any document incorporated or deemed to be incorporated by reference in this prospectus, any accompanying
prospectus supplement or any other applicable offering materials is accurate only as of the date that document was filed with the SEC. Our
business, financial condition, results of operations and prospects may have changed since those dates.

Unless otherwise indicated or unless the context requires otherwise, all references in this prospectus to �we,� �us,� �our,� the �Company� or �EPR� mean
Entertainment Properties Trust. When we refer to our �Declaration of Trust� we mean Entertainment Properties Trust�s Amended and Restated
Declaration of Trust, including the articles supplementary for each series of preferred shares, as amended. When we refer to our �Bylaws� we
mean Entertainment Properties Trust�s Amended and Restated Bylaws, as amended. The term �you� refers to a prospective investor.
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INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

The SEC allows us to �incorporate by reference� the information we file with the SEC, which means we can disclose important information to you
by referring you to those documents. The information incorporated by reference is an important part of this prospectus. Any statement contained
in a document which is incorporated by reference in this prospectus is automatically updated and superseded if information contained in this
prospectus or information we later file with the SEC, modifies or replaces that information.

The documents listed below have been filed by us under the Securities Exchange Act of 1934, as amended (the �Exchange Act�), (File
No. 001-13561) and are incorporated by reference in this prospectus:

1. Our Annual Report on Form 10-K for the year ended December 31, 2009.

2. Our Current Report on Form 8-K filed on March 10, 2010.

3. The description of our common shares included in our Registration Statement on Form 8-A filed on November 4, 1997, including
any amendments and reports filed for the purpose of updating such description.

4. The description of our Series B Preferred Shares included in our Registration Statement on Form 8-A filed on January 12, 2005,
including any amendments and reports filed for the purpose of updating such description.

5. The description of our Series C Preferred Shares included in our Registration Statement on Form 8-A filed on
December 21, 2006, including any amendments and reports filed for the purpose of updating such description.

6. The description of our Series D Preferred Shares included in our Registration Statement on Form 8-A filed on May 4, 2007,
including any amendments and reports filed for the purpose of updating such description.

7. The description of our Series E Preferred Shares included in our Registration Statement on Form 8-A filed on April 2, 2008,
including any amendments and reports filed for the purpose of updating such description.

In addition, all documents filed by us under Section 13(a), 13(c), 14 or 15(d) of the Exchange Act (excluding any information that is deemed to
have been �furnished� and not �filed� with the SEC) after the date of this prospectus and prior to the termination of the offering of the securities
covered by this prospectus are incorporated by reference herein.

To obtain a free copy of any of the documents incorporated by reference in this prospectus (other than exhibits, unless they are specifically
incorporated by reference in the documents) please contact us at the following address or telephone number:

Investor Relations Department

Entertainment Properties Trust

30 W. Pershing Road, Suite 201

Kansas City, Missouri 64108

(816) 472-1700/FAX (816) 472-5794
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Email info@eprkc.com

Our SEC filings also are available on our Internet website at www.eprkc.com. The information on our website is not, and you must not consider
the information to be, a part of or incorporated by reference into this prospectus.
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

With the exception of historical information, this prospectus and our reports filed under the Exchange Act and incorporated by reference in this
prospectus and other offering materials and documents deemed to be incorporated by reference herein or therein may contain forward-looking
statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the �Securities Act�), and Section 21E of the Exchange
Act, such as those pertaining to our acquisition or disposition of properties, our capital resources, future expenditures for development projects
and our results of operations. Forward-looking statements involve numerous risks and uncertainties and you should not rely on them as
predictions of actual events. There is no assurance the events or circumstances reflected in the forward-looking statements will occur. You can
identify forward-looking statements by use of words such as �will be,� �intend,� �continue,� �believe,� �may,� �expect,� �hope,� �anticipate,� �goal,� �forecast,� or
other comparable terms, or by discussions of strategy, plans or intentions. Forward-looking statements necessarily are dependent on
assumptions, data or methods that may be incorrect or imprecise.

Factors that could materially and adversely affect us include, but are not limited to, the factors listed below:

� General international, national, regional and local business and economic conditions;

� Current levels of market volatility are unprecedented;

� Failure of current governmental efforts to stimulate the economy;

� The downturn in the credit markets;

� The failure of a bank to fund a request by us to borrow money;

� Failure of banks in which we have deposited funds;

� Defaults in the performance of lease terms by our tenants;

� Defaults by our customers and counterparties on their obligations owed to us;

� A borrower�s bankruptcy or default;

� A significant development project may not be completed as planned;

� The obsolescence of older multiplex theaters owned by some of our tenants;

� Risks of operating in the entertainment industry;
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� Our ability to compete effectively;

� The majority of our multiplex theater properties are leased by a single tenant;

� A single tenant leases or is the mortgagor of all our ski area investments;

� A single tenant leases all of our charter schools;

� Risks associated with use of leverage to acquire properties;

� Financing arrangements that require lump-sum payments;

� Our ability to sustain the rate of growth we have had in recent years;

� Our ability to raise capital;

� Covenants in our debt instrument that limit our ability to take certain actions;

� Risks of acquiring and developing properties and real estate companies;

� The lack of diversification of our investment portfolio;

� Our continued qualification as a REIT;

3
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� The ability of our subsidiaries to satisfy their obligations;

� Financing arrangements that expose us to funding or purchase risks;

� We have a limited number of employees and the loss of personnel could harm operations;

� Fluctuations in the value of real estate income and investments;

� Risks relating to real estate ownership, leasing and development, for example, local conditions such as an oversupply of space or a
reduction in demand for real estate in the area, competition from other available space, whether tenants and users such as customers
of our tenants consider a property attractive, changes in real estate taxes and other expenses, changes in market rental rates, the
timing and costs associated with property improvements and rentals, changes in taxation or zoning laws or other governmental
regulation, whether we are able to pass some or all of any increased operating costs through to tenants, and how well we manage our
properties;

� Our ability to secure adequate insurance and risk of potential uninsured losses, including from natural disasters;

� Risks involved in joint ventures;

� Risks in leasing multi-tenant properties;

� A failure to comply with the Americans with Disabilities Act or other laws;

� Risks of environmental liability;

� Our real estate investments are relatively illiquid;

� We own assets in foreign countries;

� Risks associated with owning or financing properties for which the tenant�s or mortgagor�s operations may be impacted by weather
conditions and climate change;

� Risks associated with the ownership of vineyards;

� Our ability to pay distributions in cash or at current rates;

� Fluctuations in interest rates;
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� Fluctuations in the market prices for our shares;

� Certain limits on change in control imposed under law and by our Declaration of Trust and Bylaws;

� Policy changes obtained without the approval of our shareholders;

� Equity issuances could dilute the value of our shares;

� Risks associated with changes in the Canadian exchange rate; and

� Changes in laws and regulations, including tax laws and regulations.
You should consider the risks described in the �Risk Factors� section of our most recent Annual Report on Form 10-K and, to the extent
applicable, our Quarterly Reports on Form 10-Q, in evaluating any forward-looking statements included or incorporated by reference in this
prospectus.

Given these uncertainties, you should not place undue reliance on these forward-looking statements. We undertake no obligation to publicly
update or revise any forward-looking statements included or incorporated by reference in this prospectus whether as a result of new information,
future events or otherwise. In light of the factors referred to above, the future events discussed or incorporated by reference in this prospectus
may not occur and actual results, performance or achievements could differ materially from those anticipated or implied in the forward-looking
statements.
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RISK FACTORS

An investment in our securities involves certain risks. Before buying our securities, you should read and consider the risk factors included in our
periodic reports, in the prospectus supplements or any offering material relating to any specific offering, and in other information that we file
with the SEC which is incorporated by reference in this prospectus. See �Where You Can Find More Information.�

THE COMPANY

We are a self-administered real estate investment trust, or �REIT.� We develop, own, lease and finance megaplex theatres, entertainment retail
centers (centers generally anchored by an entertainment component such as a megaplex theatre and containing other entertainment-related
properties), and destination recreational and specialty properties.

We have elected to be treated as a REIT for U.S. federal income tax purposes. In order to maintain our status as a REIT, we must comply with a
number of requirements under U.S. federal income tax law that are discussed in �U.S. Federal Income Tax Considerations.� The applicable
prospectus supplement or other applicable offering materials delivered with this prospectus will provide any necessary information about
additional U.S. federal income tax considerations, if any, related to the particular securities being offered.

Our executive offices are located at 30 W. Pershing Road, Suite 201, Kansas City, Missouri 64108. Our telephone number is (816) 472-1700.

USE OF PROCEEDS

Unless otherwise indicated in the applicable prospectus supplement or other applicable offering materials, EPR intends to use the net proceeds
from any sale of common shares, preferred shares, depositary shares, warrants, debt securities or units under this prospectus for general business
purposes, which may include funding the acquisition, development or financing of properties and repayment of debt. Unless otherwise indicated
in the applicable prospectus supplement, we will not receive the proceeds of sales by selling security holders, if any. Further details relating to
the use of net proceeds from any specific offering will be described in the applicable prospectus supplement or other applicable offering
materials.
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RATIO OF EARNINGS TO FIXED CHARGES AND

RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND PREFERRED

SHARE DISTRIBUTIONS

The table below presents our ratio of earnings to fixed charges. The ratio of earnings to fixed charges were computed by dividing earnings by
fixed charges. For this purpose, �earnings� is the sum of income from continuing operations before adjustment for income from equity investees,
plus fixed charges (excluding capitalized interest) and distributed income of equity investees. �Fixed charges� consist of interest expensed and
capitalized and amortized premiums, discounts and capitalized expenses related to indebtedness. The ratios are based solely on historical
financial information and no pro forma adjustments have been made.

Years Ended December 31 2009(1) 2008 2007 2006 2005
Ratio of earning to fixed charges 0.8x 2.7x 2.6x 2.7x 2.6x
The table below presents our ratio of earnings to combined fixed charges and preferred share distributions. The ratio of earnings to combined
fixed charges and preferred share distribution were calculated by dividing earnings by combined fixed charges and preferred share distributions.
For this purpose, the terms �earnings� and �fixed charges� have the meanings assigned above. The ratios are based solely on historical financial
information and no pro forma adjustments have been made.

Years Ended December 31 2009(1) 2008 2007 2006 2005
Ratio of earning to combined fixed charges and preferred
share distributions 0.6x 2.0x 1.9x 2.1x 2.0x

(1) Earnings for the year ended December 31, 2009 includes $42.2 million in impairment charges for properties held and used and $71.0
million in provision for loan losses.

6

Edgar Filing: Gannett Co., Inc. - Form 8-K

Table of Contents 103



Table of Contents

DESCRIPTION OF SHARES OF BENEFICIAL INTEREST

The following description of our shares of beneficial interest (�shares�) is only a summary and is subject to, and qualified in its entirety by
reference to, the provisions governing such shares contained in our Declaration of Trust and Bylaws, copies of which we have previously filed
with the SEC. Because it is a summary, it does not contain all of the information that may be important to you. See �Where You Can Find More
Information� for information about how to obtain copies of the Declaration of Trust and Bylaws. This summary also is subject to and qualified
by reference to the descriptions of the particular terms of the securities described in the applicable prospectus supplement or other applicable
offering materials.

Our Declaration of Trust authorizes us to issue up to 75,000,000 common shares, par value $0.01 per share, and 25,000,000 preferred shares, par
value $0.01 per share, 2,300,000 of which are designated as Series A Cumulative Redeemable Preferred Shares (�Series A Preferred Shares�),
3,200,000 of which are designated as Series B Preferred Shares, 6,000,000 of which are designated as Series C Preferred Shares, 4,600,000 of
which are designated as Series D Preferred Shares, and 3,450,000 of which are designated as Series E Preferred Shares. Our Declaration of Trust
authorizes our Board of Trustees to determine, at any time and from time to time the number of authorized shares of beneficial interest, as
described below. As of March 15, 2010, we had 42,921,582 common shares issued and outstanding, 3,200,000 Series B Preferred Shares issued
and outstanding, 5,400,000 Series C Preferred Shares issued and outstanding, 4,600,000 Series D Preferred Shares issued and outstanding, and
3,450,000 Series E Preferred Shares issued and outstanding. On May 29, 2007, we completed the redemption of all 2,300,000 of our then
outstanding Series A Preferred Shares. As of March 15, 2010, no Series A Preferred Shares were issued and outstanding. As of the date of this
prospectus no other class or series of preferred shares has been established. For a summary of restrictions on ownership and transfers of shares,
see �Description of Certain Provisions of Maryland Law and EPR�s Declaration of Trust and Bylaws�Restrictions on Ownership and Transfer of
Shares.�

Our Declaration of Trust contains a provision permitting our Board of Trustees, without any action by our shareholders, to amend the
Declaration of Trust at any time to increase or decrease the aggregate number of shares or the number of shares of any class that we have
authority to issue. Our Declaration of Trust further authorizes our Board of Trustees to cause us to issue our authorized shares and to reclassify
any unissued shares into other classes or series. We believe that this ability of our Board of Trustees will provide us with flexibility in
structuring possible future financings and acquisitions and in meeting other business needs which might arise. Although our Board of Trustees
has no intention at the present time of doing so, it could authorize us to issue a new class or series that could, depending upon the terms of the
class or series, delay, defer or prevent a change of control of EPR.

The transfer agent and registrar for our shares is Computershare Trust Company, N.A.

Common Shares

All of our common shares are entitled to the following, subject to the preferential rights of any other class or series of shares which may be
issued and to the provisions of our Declaration of Trust regarding the restriction of the ownership of shares:

� to receive distributions on our shares if, as and when authorized by our Board of Trustees and declared by us out of assets legally
available for distribution; and

� upon our liquidation, dissolution, or winding up, to receive all remaining assets available for distribution to common shareholders
after satisfaction of our liabilities and the preferential rights of any preferred shares.

Subject to the provisions of our Declaration of Trust on restrictions on transfer, each outstanding common share entitles the holder to one vote
on all matters submitted to a vote of shareholders, including the election of trustees. Holders of our common shares do not have cumulative
voting rights in the election of trustees.
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Holders of our common shares have no preference, conversion, exchange, sinking fund, redemption or, except to the extent expressly required
by the law pertaining to Maryland real estate investment trusts, appraisal rights. Shareholders have no preemptive rights to subscribe for any of
our securities.

For other information with respect to our common shares, including effects that provisions in our Declaration of Trust and Bylaws may have in
delaying, deferring or preventing a change in our control, see �Description of Certain Provisions of Maryland Law and EPR�s Declaration of Trust
and Bylaws� below.

Preferred Shares

General

Our Declaration of Trust authorizes our Board of Trustees to determine the preferences, conversion or other rights, voting powers, restrictions,
limitations as to distributions, qualifications and terms and conditions of redemption of our authorized and unissued preferred shares. These may
include:

� the distinctive designation of each series and the number of shares that will constitute the series;

� the voting rights, if any, of shares of the series;

� the distribution rate on the shares of the series, any restriction, limitation or condition upon the payment of the distribution, whether
distributions will be cumulative, and the dates on which distributions accumulate and are payable;

� the prices at which, and the terms and conditions on which, the shares of the series may be redeemed, if the shares are redeemable;

� the purchase or sinking fund provisions, if any, for the purchase or redemption of shares of the series;

� any preferential amount payable upon shares of the series upon our liquidation or the distribution of our assets;

� if the shares are convertible, the price or rates of conversion at which, and the terms and conditions on which, the shares of the series
may be converted into other securities; and

� whether the series can be exchanged, at our option, into debt securities, and the terms and conditions of any permitted exchange.
The issuance of preferred shares, or the issuance of any rights or warrants to purchase preferred shares, could discourage an unsolicited
acquisition proposal. In addition, the rights of holders of common shares will be subject to, and may be adversely affected by, the rights of
holders of any preferred shares that we may issue in the future.

The following describes some general terms and provisions of the preferred shares to which a prospectus supplement or other applicable offering
materials may relate. The statements below describing the preferred shares are in all respects subject to and qualified in their entirety by
reference to the applicable provisions of our Declaration of Trust, including the articles supplementary for the applicable series of preferred
shares, and our Bylaws.

The applicable prospectus supplement or other applicable offering materials will describe the specific terms as to each issuance of preferred
shares, including:
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� the description or designation of the preferred shares;

� the number of the preferred shares offered;

� the voting rights, if any, of the holders of the preferred shares;

� the offering price of the preferred shares;

� whether distributions will be cumulative and, if so, the distribution rate, when distributions will be paid, or the method of
determining the distribution rate if it is based on a formula or not otherwise fixed;
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� the date from which distributions on the preferred shares shall accumulate;

� the provisions for any auctioning or remarketing, if any, of the preferred shares;

� the provision, if any, for redemption or a sinking fund;

� the liquidation preference per share;

� any listing of the preferred shares on a securities exchange;

� whether the preferred shares will be convertible or exchangeable and, if so, the security into which they are convertible or
exchangeable and the terms and conditions of conversion or exchange, including the conversion price or exchange ratio or the
manner of determining it;

� whether interests in the preferred shares will be represented by depositary shares as more fully described below under �Description of
Depositary Shares�;

� a discussion of material U.S. federal income tax considerations;

� the relative ranking and preferences of the preferred shares as to distribution and liquidation rights;

� any limitations on issuance of any preferred shares ranking senior to or on a parity with the series of preferred shares being offered as
to distribution and liquidation rights;

� any limitations on direct or beneficial ownership and restrictions on transfer, in each case as may be appropriate to preserve our
status as a real estate investment trust or otherwise; and

� any other specific preferences, conversion or other rights, voting powers, restrictions, limitations as to distributions, qualifications
and terms and conditions of redemption of the preferred shares.

As described under �Description of Depositary Shares,� we may, at our option, elect to offer depositary shares evidenced by depositary receipts. If
we elect to do this, each depositary receipt will represent a fractional interest in a share or multiple shares of the particular series of the preferred
shares issued and deposited with a depositary. The applicable prospectus supplement or other applicable offering materials will specify that
fractional interest.

Rank

Unless our Board of Trustees otherwise determines and we so specify in the applicable prospectus supplement or other applicable offering
materials, we expect that the preferred shares will, with respect to distribution rights and rights upon liquidation or dissolution, rank senior to all
of our common shares, senior to our junior securities, on parity with our priority securities and junior to our senior securities.

Distributions

Edgar Filing: Gannett Co., Inc. - Form 8-K

Table of Contents 107



Holders of preferred shares of each series will be entitled to receive distributions at the rates and on the dates shown in the applicable prospectus
supplement or other offering materials. Even though the preferred shares may specify a fixed rate of distribution, our Board of Trustees must
authorize and declare those distributions and they may be paid only out of assets legally available for payment. We will pay each distribution to
holders of record as they appear on our share transfer books on the record dates fixed by our Board of Trustees. In the case of preferred shares
represented by depositary receipts, the records of the depositary referred to under �Description of Depositary Shares� will determine the persons to
whom distributions are payable.

Distributions on any series of preferred shares may be cumulative or noncumulative, as provided in the applicable prospectus supplement or
other offering materials. We refer to each particular series, for ease of reference, as the applicable series. Cumulative distributions will be
cumulative from and after the date shown in the applicable prospectus supplement or other applicable offering materials. If our Board of
Trustees fails to authorize a distribution on any applicable series that is noncumulative, the holders will have no right to receive, and we will
have no obligation to pay, a distribution in respect of the applicable distribution period, whether or not distributions on that series are declared
payable in the future.

9
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Unless otherwise provided in the applicable prospectus or other applicable offering materials, if the applicable series is entitled to a cumulative
distribution, we may not declare, or pay or set aside for payment, any full distributions on any other series of preferred shares ranking, as to
distributions, on a parity with or junior to the applicable series, unless we declare, and either pay or set aside for payment, full cumulative
distributions on the applicable series for all past distribution periods and the then current distribution period. If the applicable series does not
have a cumulative distribution, we must declare, and pay or set aside for payment, full distributions for the then current distribution period only
unless otherwise provided in the applicable prospectus supplement or other applicable offering materials. Unless otherwise provided in the
applicable prospectus or other applicable offering materials, when distributions are not paid, or set aside for payment, in full upon any applicable
series and the shares of any other series ranking on a parity as to distributions with the applicable series, we must declare, and pay or set aside
for payment, all distributions upon the applicable series and any other parity series proportionately, in accordance with accrued and unpaid
distributions of the several series. Unless otherwise provided in the applicable prospectus supplement or other applicable offering materials, for
these purposes, accrued and unpaid distributions do not include unpaid distribution periods on noncumulative preferred shares. No interest will
be payable in respect of any distribution payment that may be in arrears unless otherwise provided in the applicable prospectus or other
applicable offering materials.

Unless otherwise provided in the applicable prospectus supplement or other applicable offering materials, except as provided in the immediately
preceding paragraph, unless we declare, and pay or set aside for payment, full cumulative distributions, including for the then current period, on
any cumulative applicable series, we may not declare, or pay or set aside for payment, any distributions upon common shares or any other equity
securities ranking junior to or on a parity with the applicable series as to distributions or upon liquidation. The foregoing restriction does not
apply to distributions paid in common shares or other equity securities ranking junior to the applicable series as to distributions and upon
liquidation, unless otherwise provided in the applicable prospectus supplement or other applicable offering materials. Unless otherwise provided
in the applicable prospectus supplement or other applicable offering materials, if the applicable series is noncumulative, we need only declare,
and pay or set aside for payment, the distribution for the then current period, before declaring distributions on common shares or junior or parity
securities. In addition, under the circumstances that we could not declare a distribution, we may not redeem, purchase or otherwise acquire for
any consideration any common shares or other parity or junior equity securities, except upon conversion into or exchange for common shares or
other junior equity securities, unless otherwise provided in the applicable prospectus supplement or other applicable offering materials. We may,
however, make purchases and redemptions otherwise prohibited pursuant to certain redemptions or pro rata offers to purchase the outstanding
shares of the applicable series and any other parity series of preferred shares, unless otherwise provided in the applicable prospectus supplement
or other applicable offering materials.

We will credit any distribution payment made on an applicable series first against the earliest accrued but unpaid distribution due with respect to
the series.

Redemption

We may have the right or may be required to redeem one or more series of preferred shares, as a whole or in part, in each case upon the terms, if
any, and at the times and at the redemption prices shown in the applicable prospectus supplement or other applicable offering materials.

If a series of preferred shares is subject to mandatory redemption, we will specify in the applicable prospectus supplement or other applicable
offering materials the number of shares we are required to redeem, when those redemptions start, the redemption price, and any other terms and
conditions affecting the redemption. The redemption price will include all accrued and unpaid distributions, except in the case of noncumulative
preferred shares. The redemption price may be payable in cash or other property, as specified in the applicable prospectus supplement or other
applicable offering materials. If the redemption price for preferred shares of any series is payable only from the net proceeds of our issuance of
shares of beneficial interest, the terms of the
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preferred shares may provide that, if no shares of beneficial interest shall have been issued or to the extent the net proceeds from any issuance
are insufficient to pay in full the aggregate redemption price then due, the preferred shares will automatically and mandatorily be converted into
shares of beneficial interest pursuant to conversion provisions specified in the applicable prospectus supplement or other applicable offering
materials.

Liquidation Preference

The applicable prospectus supplement or other applicable offering materials will show the liquidation preference of the applicable series. Upon
our voluntary or involuntary liquidation, before any distribution may be made to the holders of our common shares or any other shares of
beneficial interest ranking junior in the distribution of assets upon any liquidation to the applicable series, the holders of that series will be
entitled to receive, out of our assets legally available for distribution to shareholders, liquidating distributions in the amount of the liquidation
preference, plus an amount equal to all distributions accrued and unpaid. In the case of a noncumulative applicable series, accrued and unpaid
distributions include only the then current distribution period. After payment of the full amount of the liquidating distributions to which they are
entitled, the holders of preferred shares will have no right or claim to any of our remaining assets. If liquidating distributions shall have been
made in full to all holders of preferred shares, our remaining assets will be distributed among the holders of any other shares of beneficial
interest ranking junior to the preferred shares upon liquidation, according to their rights and preferences and in each case according to their
number of shares.

If, upon any voluntary or involuntary liquidation, our available assets are insufficient to pay the amount of the liquidating distributions on all
outstanding shares of that series and the corresponding amounts payable on all shares of beneficial interest ranking on a parity in the distribution
of assets with that series, then the holders of that series and all other equally ranking shares of beneficial interest shall share ratably in the
distribution in proportion to the full liquidating distributions to which they would otherwise be entitled.

For these purposes, our consolidation or merger with or into any other trust or corporation or other entity, or the sale, lease or conveyance of all
or substantially all of our property or business, or a statutory share exchange, will not be a liquidation unless otherwise provided in the
applicable prospectus supplement or other applicable offering materials.

Voting Rights

Holders of our preferred shares will not have any voting rights, except as shown below or as otherwise from time to time specified in the
applicable prospectus supplement or other applicable offering materials or otherwise required by law.

Unless otherwise specified in the applicable prospectus supplement or other applicable offering materials, holders of our preferred shares (voting
separately as a class with all other series of preferred shares with similar voting rights) will be entitled to elect two additional trustees to our
Board of Trustees at our next annual meeting of shareholders or at a special meeting called for such purpose, if at any time distributions on the
applicable series are in arrears for six or more quarterly periods. If the applicable series has a cumulative distribution, the right to elect additional
trustees described in the preceding sentence shall remain in effect until we declare and pay or set aside for payment all distributions accrued and
unpaid on the applicable series. In the event the preferred shareholders are so entitled to elect trustees, the entire Board of Trustees will be
increased by two trustees.

Unless otherwise specified in the applicable prospectus supplement or other applicable offering materials, so long as any preferred shares are
outstanding, we may not, without the affirmative vote or consent of at least two-thirds of the shares of each series of preferred shares (and other
shares having like voting rights) outstanding at that time:

� effect a share exchange, consolidation or merger into another entity unless the series remains outstanding and its terms are not
materially and adversely changed or the series is converted into or exchanged for preferred shares having identical terms (except for
changes that do not materially and adversely affect the holders of such series);
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� amend, alter or repeal the provisions of our Declaration of Trust or Bylaws that materially and adversely affects the series of
preferred shares;

� increase the authorized amount of such series of preferred shares or decrease the authorized amount of such series of preferred shares
below the number then issued and outstanding;

� authorize, create or increase the authorized or issued amount of any class or series of shares ranking senior to that series of preferred
shares;

� reclassify any class or series of shares ranking senior to that series of preferred shares or any security or obligation convertible into
any class of shares ranking senior to that series of preferred shares; and

� create, authorize or increase the authorized or issued amount of any security or obligation convertible into or evidencing the right to
purchase any shares ranking senior to that series of preferred shares.

The authorization, creation, increase or decrease of the authorized amount of any class or series of shares ranking on parity or junior to a series
of preferred shares with respect to distribution and liquidation rights, or the issuance of such shares, will not be deemed to materially and
adversely affect that series.

The foregoing voting provisions will not apply if, at or prior to the time of such amendment, provisions are made for the redemption of all of the
outstanding shares of the series of preferred shares with the right to vote.

As more fully described under �Description of Depositary Shares� below, if we elect to issue depositary shares, each representing a fraction of a
share or multiple shares of a series of preferred shares entitled to vote, each depositary share will in effect be entitled to a fraction of a vote per
depositary share.

Conversion Rights

We will describe in the applicable prospectus supplement or other applicable offering materials the terms and conditions, if any, upon which you
may, or we may require you to, convert shares of any series of preferred shares into common shares or any other class or series of securities. The
terms will include the number of common shares or other securities into which the preferred shares are convertible, the conversion price (or the
manner of determining it), the conversion period, provisions as to whether conversion will be at the option of the holders of the series or at our
option, the events requiring an adjustment of the conversion price, and provisions affecting conversion upon the redemption of shares of the
series.

Our Exchange Rights

We will describe in the applicable prospectus supplement or other applicable offering materials the terms and conditions, if any, upon which we
can require you to exchange shares of any series of preferred shares for debt securities. If an exchange is required, you will receive debt
securities with a principal amount equal to the liquidation preference of the applicable series of preferred shares. The other terms and provisions
of the debt securities will not be materially less favorable to you than those of the series of preferred shares being exchanged.

Series B Cumulative Redeemable Preferred Shares

Our Series B Preferred Shares provide for quarterly payments of cumulative distributions at the rate of 7.75% of the $25 per share liquidation
preference of the Series B Preferred Shares, or a fixed rate of $1.9375 per share each year. Distributions not declared or paid in any quarter
continue to accumulate. On liquidation of the Company, holders of the Series B Preferred Shares are entitled to a liquidation preference of $25
per share plus all accumulated, accrued and unpaid distributions before any amount is payable to the holders of our common shares. The Series
B Preferred Shares are not redeemable prior to January 19, 2010, except in limited circumstances relating to the preservation of our status as a
REIT. On or after that date, we may at our own
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option redeem the Series B Preferred Shares in whole or in part by paying the $25 per share liquidation preference plus all accumulated, accrued
and unpaid distributions. The Series B Preferred Shares rank senior to our common shares and on a parity with our Series C Preferred Shares,
Series D Preferred Shares, Series E Preferred Shares, and other parity securities we may issue in the future with respect to the payment of
distributions and amounts on liquidation, dissolution and winding up. Holders of Series B Preferred Shares generally have no voting rights,
except that if distributions on the Series B Preferred Shares have not been paid for six or more quarterly periods (whether or not consecutive),
holders of the Series B Preferred Shares (together with other shares having like voting rights) are entitled to elect two additional trustees to the
Board of Trustees to serve until all unpaid distributions have been paid or declared and set aside for payment. In addition, certain material and
adverse changes to the terms of the Series B Preferred Shares cannot be made without the affirmative vote of at least two- thirds of the
outstanding Series B Preferred Shares and the holders of all other shares on a parity with the Series B Preferred Shares and having like voting
rights.

Series C Cumulative Convertible Preferred Shares

Our Series C Preferred Shares provide for quarterly payments of cumulative distributions at the rate of 5.75% of the $25 per share liquidation
preference of the Series C Preferred Shares, or a fixed rate of $1.4375 per share each year. Distributions not declared or paid in any quarter
continue to accumulate. On liquidation of the Company, holders of the Series C Preferred Shares are entitled to a liquidation preference of $25
per share plus all accumulated, accrued and unpaid distributions before any amount is payable to the holders of our common shares. The Series
C Preferred Shares are not redeemable. Holders of Series C Preferred Shares may, at their option, convert the Series C Preferred Shares into our
common shares subject to certain conditions at the then applicable conversion rate. The conversion rate is subject to adjustment upon the
occurrence of specified events. On or after January 15, 2012, we may, at our option, convert some or all of the Series C Preferred Shares into
common shares at the then applicable conversion rate in certain circumstances based on the market price of our common shares. Upon any
conversion of Series C Preferred Shares, we will have the option to deliver either (1) a number of common shares based upon the applicable
conversion rate, or (2) an amount of cash and common shares as specified in the articles supplementary for such shares. If the holders of Series
C Preferred Shares elect to convert their Series C Preferred Shares in connection with a fundamental change that occurs on or prior to
January 15, 2017, we will increase the conversion rate for the Series C Preferred Shares surrendered for conversion to the extent described in the
articles supplementary for the Series C Preferred Shares. In addition, upon a fundamental change, when the actual applicable price of our
common shares, as determined in accordance with the articles supplementary, is less than $59.45 per share, the holders of Series C Preferred
Shares may require us to convert some or all of their Series C Preferred Shares at a conversion rate equal to the liquidation preference of the
Series C Preferred Shares being converted plus accrued and unpaid distributions divided by 98% of the market price of our common shares. We
will have the right to repurchase for cash some or all of the Series C Preferred Shares that would otherwise be required to be converted. The
Series C Preferred Shares rank senior to our common shares and on a parity with our Series B Preferred Shares, Series D Preferred Shares,
Series E Preferred Shares, and other parity securities we may issue in the future with respect to the payment of distributions and amounts on
liquidation, dissolution and winding up. Holders of Series C Preferred Shares generally have no voting rights, except that if distributions on the
Series C Preferred Shares have not been paid for six or more quarterly periods (whether or not consecutive), holders of the Series C Preferred
Shares (together with shares having like voting rights) are entitled to elect two additional trustees to the Board of Trustees to serve until all
unpaid distributions have been paid or declared and set aside for payment. In addition, certain material and adverse changes to the terms of the
Series C Preferred Shares cannot be made without the affirmative vote of at least two-thirds of the outstanding Series C Preferred Shares and the
holders of all other shares on a parity with the Series C Preferred Shares and having like voting rights.

Series D Cumulative Redeemable Preferred Shares

Our Series D Preferred Shares provide for quarterly payments of cumulative distributions at the rate of 7.375% of the $25 per share liquidation
preference of the Series D Preferred Shares, or a fixed rate of $1.84375
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per share each year. Distributions not declared or paid in any quarter continue to accumulate. On liquidation of the Company, holders of the
Series D Preferred Shares are entitled to a liquidation preference of $25 per share plus all accumulated, accrued and unpaid distributions before
any amount is payable to the holders of our common shares. The Series D Preferred Shares are not redeemable prior to May 25, 2012, except in
limited circumstances relating to the preservation of our status as a REIT. On or after that date, we may at our own option redeem the Series D
Preferred Shares in whole or in part by paying the $25 per share liquidation preference plus all accumulated, accrued and unpaid distributions.
The Series D Preferred Shares rank senior to our common shares and on a parity with our Series B Preferred Shares, Series C Preferred Shares,
Series E Preferred Shares, and other parity securities we may issue in the future with respect to the payment of distributions and amounts on
liquidation, dissolution and winding up. Holders of Series D Preferred Shares generally have no voting rights, except that if distributions on the
Series D Preferred Shares have not been paid for six or more quarterly periods (whether or not consecutive), holders of the Series D Preferred
Shares (together with other shares having like voting rights) are entitled to elect two additional trustees to the Board of Trustees to serve until all
unpaid distributions have been paid or declared and set aside for payment. In addition, certain material and adverse changes to the terms of the
Series D Preferred Shares cannot be made without the affirmative vote of at least two-thirds of the outstanding Series D Preferred Shares and the
holders of all other shares on a parity with the Series D Preferred Shares and having like voting rights.

Series E Cumulative Convertible Preferred Shares

Our Series E Preferred Shares provide for quarterly payments of cumulative distributions at the rate of 9.00% of the $25 per share liquidation
preference of the Series E Preferred Shares, or a fixed rate of $2.25 per share each year. Distributions not declared or paid in any quarter
continue to accumulate. On liquidation of the Company, holders of the Series E Preferred Shares are entitled to a liquidation preference of $25
per share plus all accumulated, accrued and unpaid distributions before any amount is payable to the holders of our common shares. The Series
E Preferred Shares are not redeemable. Holders of Series E Preferred Shares may, at their option, convert the Series E Preferred Shares into our
common shares subject to certain conditions at the then applicable conversion rate. The conversion rate is subject to adjustment upon the
occurrence of specified events. On or after April 20, 2013, we may, at our option, convert some or all of the Series E Preferred Shares into
common shares at the then applicable conversion rate in certain circumstances based on the market price of our common shares. Upon any
conversion of Series E Preferred Shares, we will have the option to deliver either (1) a number of common shares based upon the applicable
conversion rate, or (2) an amount of cash and common shares as specified in the articles supplementary for such shares. If the holders of Series E
Preferred Shares elect to convert their Series E Preferred Shares in connection with a fundamental change that occurs on or prior to April 20,
2018, we will increase the conversion rate for the Series E Preferred Shares surrendered for conversion to the extent described in the articles
supplementary for the Series E Preferred Shares. In addition, upon a fundamental change, when the actual applicable price of our common
shares, as determined in accordance with the articles supplementary, is less than $48.18 per share, the holders of Series E Preferred Shares may
require us to convert some or all of their Series E Preferred Shares at a conversion rate equal to the liquidation preference of the Series E
Preferred Shares being converted plus accrued and unpaid distributions divided by 98% of the market price of our common shares. We will have
the right to repurchase for cash some or all of the Series E Preferred Shares that would otherwise be required to be converted. The Series E
Preferred Shares rank senior to our common shares and on a parity with our Series B Preferred Shares, Series C Preferred Shares, Series D
Preferred Shares, and other parity securities we may issue in the future with respect to the payment of distributions and amounts on liquidation,
dissolution and winding up. Holders of Series E Preferred Shares generally have no voting rights, except that if distributions on the Series E
Preferred Shares have not been paid for six or more quarterly periods (whether or not consecutive), holders of the Series E Preferred Shares
(together with shares having like voting rights) are entitled to elect two additional trustees to the Board of Trustees to serve until all unpaid
distributions have been paid or declared and set aside for payment. In addition, certain material and adverse changes to the terms of the Series E
Preferred Shares cannot be made without the affirmative vote of at least two-thirds of the outstanding Series E Preferred Shares and the holders
of all other shares on a parity with the Series E Preferred Shares and having like voting rights.
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DESCRIPTION OF DEPOSITARY SHARES

The following description, together with the additional information we include in any applicable prospectus supplement or other applicable
offering materials, summarizes the general provisions of any deposit agreement and of the depositary shares and depositary receipts
representing depositary shares that we may offer under this prospectus. Because it is a summary, it does not contain all of the information that
may be important to you. For more information, you should read the form of deposit agreement and depositary receipts which we will file as
exhibits to the registration statement of which this prospectus is part prior to an offering of depositary shares. While the terms we have
summarized below will apply generally to any depositary shares we may offer, you should also read the applicable prospectus supplement or
other applicable offering materials which will describe the particular terms of any depositary shares that we may offer in more detail. See
�Where You Can Find More Information.� This summary also is subject to and qualified by reference to the descriptions of the particular terms
of the securities described in the applicable prospectus supplement or other applicable offering materials and by the terms of the applicable
final deposit agreement and depositary receipts.

General

We may, at our option, elect to offer depositary shares rather than full shares of preferred shares. In the event such option is exercised, each of
the depositary shares will represent ownership of and entitlement to all rights and preferences of a fraction of a share or multiple shares of
preferred shares of a specified series (including distributions, voting, redemption and other liquidation rights). The applicable fraction will be
specified in a prospectus supplement. If we exercise this option, we will appoint a depositary to issue depositary receipts representing those
fractional interests. Preferred shares of each series represented by depositary shares will be deposited under a separate deposit agreement
between us and the depositary. The prospectus supplement or other offering materials relating to a series of depositary shares will show the
name and address of the depositary. Subject to the terms of the applicable deposit agreement, each owner of depositary shares will be entitled to
all of the distribution, voting, conversion, redemption, liquidation and other rights and preferences of the preferred shares represented by those
depositary shares.

Depositary receipts issued pursuant to the applicable deposit agreement will evidence ownership of depositary shares. Upon surrender of
depositary receipts at the office of the depositary, and upon payment of the charges provided in and subject to the terms of the applicable deposit
agreement, a holder of depositary shares will be entitled to receive the preferred shares underlying the surrendered depositary receipts. The
applicable prospectus supplement will specify whether or not the depositary shares will be listed on any securities exchange.

Distributions

A depositary will be required to distribute all cash distributions received in respect of the applicable preferred shares to the record holders of
depositary receipts evidencing the related depositary shares in proportion to the number of depositary receipts owned by the holders. Fractions
will be rounded down to the nearest whole cent.

If the distribution is other than in cash, a depositary will be required to distribute property received by it to the record holders of depositary
receipts entitled thereto, unless the depositary determines that it is not feasible to make the distribution. In that case, the depositary may, with our
approval, sell the property and distribute the net proceeds from the sale to the holders.

Depositary shares that represent preferred shares converted or exchanged will not be entitled to distributions. The deposit agreement also will
contain provisions relating to the manner in which any subscription or similar rights we offer to holders of the preferred shares will be made
available to holders of depositary shares. All distributions will be subject to obligations of holders to file proofs, certificates and other
information and to pay certain charges and expenses to the depositary.
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Withdrawal of Preferred Shares

You may receive the number of whole shares of your series of preferred shares and any money or other property represented by those depositary
receipts after surrendering the depositary receipts at the corporate trust office of the depositary, unless previously called for redemption. Partial
shares of preferred shares will not be issued. If the depositary shares that you surrender exceed the number of depositary shares that represent the
number of whole preferred shares you wish to withdraw, then the depositary will deliver to you at the same time a new depositary receipt
evidencing the excess number of depositary shares. Once you have withdrawn your preferred shares, you will not be entitled to re-deposit those
preferred shares under the deposit agreement in order to receive depositary shares. We do not expect that there will be any public trading market
for withdrawn preferred shares.

Redemption of Depositary Shares

If we redeem a series of the preferred shares underlying the depositary shares, the depositary will redeem those shares from the proceeds
received by it. The depositary will mail notice of redemption not less than 30 days, and not more than 60 days, before the date fixed for
redemption to the record holders of the depositary receipts evidencing the depositary shares we are redeeming at their addresses appearing in the
depositary�s books. The redemption price per depositary share will be equal to the applicable fraction of the redemption price per share payable
with respect to the series of the preferred shares. The redemption date for depositary shares will be the same as that of the preferred shares. If we
are redeeming less than all of the depositary shares, we and the depositary will select the depositary shares we are redeeming on as nearly a pro
rata basis as is practicable without creating fractional shares or by any other equitable method determined by us that preserves our REIT status.

After the date fixed for redemption, the depositary shares called for redemption no longer will be deemed outstanding. All distributions will
cease to accrue and all rights of the holders of the depositary shares and the related depositary receipts will cease at that time, except for the right
to receive the money or other property to which the holders of depositary shares were entitled upon redemption. Receipt of the money or other
property is subject to surrender to the depositary of the depositary receipts evidencing the redeemed depositary shares.

Voting of the Preferred Shares

Upon receipt of notice of any meeting at which the holders of the applicable preferred shares are entitled to vote, a depositary will be required to
mail the information contained in the notice of meeting to the record holders of the applicable depositary receipts. Each record holder of
depositary receipts on the record date will be entitled to instruct the depositary as to the exercise of the voting rights pertaining to the amount of
preferred shares represented by the holder�s depositary shares. The depositary will try, as practical, to vote the shares as you instruct. We will
agree to take all reasonable action that the depositary deems necessary in order to enable it to do so.

If you do not instruct the depositary how to vote your shares, the depositary will abstain from voting those shares. The depositary will not be
responsible for any failure to carry out an instruction to vote or for the effect of any such vote made so long as the action or inaction of the
depositary is in good faith and is not the result of the depositary�s gross negligence or willful misconduct.

Liquidation Preference

Upon our liquidation, dissolution or winding-up, whether voluntary or involuntary, each holder of depositary shares will be entitled to the
fraction of the liquidation preference accorded each preferred share represented by the depositary shares, as shown in the applicable prospectus
supplement or other applicable offering materials.
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Conversion or Exchange of Preferred Shares

The depositary shares will not themselves be convertible into or exchangeable for common shares, preferred shares or any of our other securities
or property. Nevertheless, if so specified in the applicable prospectus supplement or other applicable offering materials, the depositary receipts
may be surrendered by holders to the applicable depositary with written instructions to it to instruct us to cause conversion or exchange of the
preferred shares represented by the depositary shares. Similarly, if so specified in the applicable prospectus supplement or other applicable
offering materials, we may require you to surrender all of your depositary receipts to the applicable depositary upon our requiring the conversion
or exchange of the preferred shares represented by the depositary shares into our debt securities. We will agree that, upon receipt of the
instruction and any amounts payable in connection with the conversion or exchange, we will cause the conversion or exchange using the same
procedures as those provided for delivery of preferred shares to effect the conversion or exchange. If you are converting or exchanging only a
part of the depositary shares, the depositary will issue you a new depositary receipt for any unconverted or unexchanged depositary shares.

U.S. Federal Income Tax Consequences Relating to Depositary Shares

As an owner of depositary shares, you will be treated for U.S. federal income tax purposes as if you were an owner of the series of preferred
shares represented by the depositary shares. Therefore, you will be required to take into account, for U.S. federal income tax purposes, income
and deductions to which you would be entitled if you were a holder of the underlying series of preferred shares. In addition:

� no gain or loss will be recognized for U.S. federal income tax purposes upon the withdrawal of preferred shares in exchange for
depositary shares provided in the deposit agreement;

� the tax basis of each preferred share to you as an exchanging owner of depositary shares will, upon exchange, be the same as the
aggregate tax basis of the depositary shares exchanged for the preferred shares; and

� if you held the depositary shares as a capital asset at the time of the exchange for preferred shares, the holding period for the
preferred shares will include the period during which you owned the depositary shares.

Amendment and Termination of a Deposit Agreement

We and the applicable depositary will be permitted to amend the provisions of the depositary receipts and the deposit agreement. However, the
holders of at least a majority of the applicable depositary shares then outstanding must approve any amendment that materially and adversely
affects the rights of holders. Every holder of an outstanding depositary receipt at the time any amendment becomes effective, by continuing to
hold the receipt, will be bound by the applicable deposit agreement, as amended.

Any deposit agreement may be terminated by us upon not less than 30 days� prior written notice to the applicable depositary if (1) the termination
is necessary to preserve our status as a Maryland real estate investment trust or (2) a majority of each series of preferred shares affected by the
termination consents to the termination. When either event occurs, the depositary will be required to deliver or make available to each holder of
depositary receipts, upon surrender of the depositary receipts held by the holder, the number of whole or fractional shares of preferred shares as
are represented by the depositary shares evidenced by the depositary receipts, together with any other property held by the depositary with
respect to the depositary receipts. In addition, a deposit agreement will automatically terminate if:

� all depositary shares or related preferred shares have been redeemed;

� there shall have been a final distribution in respect of the related preferred shares in connection with our liquidation and the
distribution has been made to the holders of depositary receipts evidencing the depositary shares underlying the preferred shares; or
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� each related preferred share shall have been converted or exchanged into securities not represented by depositary shares.
Charges of a Depositary

We will pay all transfer and other taxes and governmental charges arising solely from the existence of a deposit agreement. In addition, we will
pay the fees and expenses of a depositary in connection with the initial deposit of the preferred shares and any redemption of preferred shares.
However, holders of depositary receipts will pay any transfer or other governmental charges and the fees and expenses of a depositary for any
duties the holders request to be performed that are outside of those expressly provided for in the applicable deposit agreement.

Resignation and Removal of Depositary

A depositary may resign at any time by delivering to us notice of its election to do so. In addition, we may at any time remove a depositary. Any
resignation or removal will take effect when we appoint a successor depositary and it accepts the appointment. We must appoint a successor
depositary within 60 days after delivery of the notice of resignation or removal.

Miscellaneous

A depositary will be required to forward to holders of depositary receipts any reports and communications from us that it receives with respect to
the related preferred shares. Holders of depositary receipts will be able to inspect the transfer books of the depositary and the list of holders of
depositary receipts upon reasonable notice.

Neither a depositary nor the Company will be liable if it is prevented from or delayed in performing its obligations under a deposit agreement by
law or any circumstances beyond its control. Our obligations and those of the depositary under a deposit agreement will be limited to performing
duties in good faith and without gross negligence or willful misconduct. Neither we nor any depositary will be obligated to prosecute or defend
any legal proceeding in respect of any depositary receipts, depositary shares or related preferred shares unless satisfactory indemnity is
furnished. We and each depositary will be permitted to rely on written advice of counsel or accountants, on information provided by persons
presenting preferred shares for deposit, by holders of depositary receipts, or by other persons believed in good faith to be competent to give the
information, and on documents believed in good faith to be genuine and signed by a proper party.

If a depositary receives conflicting claims, requests or instructions from any holders of depositary receipts, on the one hand, and us, on the other
hand, the depositary shall be entitled to act on the claims, requests or instructions received from us.
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DESCRIPTION OF WARRANTS

The following description, together with the additional information we include in any applicable prospectus supplement or other applicable
offering materials, summarizes the general terms and provisions of the warrants that we may offer under this prospectus. Because it is a
summary, it does not contain all of the information that may be important to you. For more information, you should read the forms of warrants
and the warrant agreement which we will file as exhibits to the registration statement of which this prospectus is part. While the terms we have
summarized below will apply generally to any warrants we may offer, you should also read in the applicable prospectus supplement or other
applicable offering materials which will describe the particular terms of any warrants that we may offer in more detail. See �Where You Can
Find More Information.� This summary also is subject to and qualified by reference to the descriptions of the particular terms of the securities
described in the applicable prospectus supplement or other applicable offering materials and the terms of the applicable final warrants and
warrant agreement.

We may issue, together with any other securities being offered or separately, warrants entitling the holder to purchase from or sell to us, or to
receive from us the cash value of the right to purchase or sell, common shares, preferred shares, depositary shares, warrants, debt securities or
units. We and a warrant agent will enter a warrant agreement pursuant to which the warrants will be issued. The warrant agent will act solely as
our agent in connection with the warrants and will not assume any obligation or relationship of agency or trust for or with any holders or
beneficial owners of warrants. We will file a copy of the forms of warrants and the warrant agreement with the SEC at or before the time of the
offering of the applicable series of warrants.

In the case of each series of warrants, the applicable prospectus supplement or other applicable offering materials will describe the terms of the
warrants being offered thereby. These may include the following, if applicable:

� the title of the warrants;

� the offering price for the warrants;

� the aggregate number of the warrants;

� the designation and terms of the securities purchasable upon exercise of the warrants;

� if applicable, the designation and terms of the securities that the warrants are issued with and the number of warrants issued with
each security;

� if applicable, the date after which the warrants and any securities issued with them will be separately transferable;

� the number or amount of securities that may be purchased upon exercise of a warrant and the price at which the securities may be
purchased upon exercise;

� the dates on which the right to exercise the warrants will commence and expire;

� if applicable, the minimum or maximum amount of the warrants that may be exercised at any one time;
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� whether the warrants represented by the warrant certificates or securities that may be issued upon exercise of the warrants will be
issued in registered or bearer form;

� information relating to book-entry procedures;

� anti-dilution provisions of the warrants, if any;

� a discussion of material U.S. federal income tax considerations;

� redemption, repurchase or analogous provisions, if any, applicable to the warrants; and

� any additional terms of the warrants, including terms, procedures and limitations relating to the exchange and exercise of the
warrants.

19

Edgar Filing: Gannett Co., Inc. - Form 8-K

Table of Contents 120



Table of Contents

Warrants may be exercised at the appropriate office of the warrant agent or any other office indicated in the applicable prospectus supplement or
other applicable offering materials. Before the exercise of warrants, holders will not have any of the rights of holders of the securities
purchasable upon exercise and will not be entitled to payments made to holders of those securities.

The warrant agreement may be amended or supplemented without the consent of the holders of the warrants to which the amendment or
supplement applies to effect changes that are not inconsistent with the provisions of the warrants and that do not adversely affect the interests of
the holders of the warrants. However, any amendment that materially and adversely alters the rights of the holders of warrants will not be
effective unless the holders of at least a majority of the applicable warrants then outstanding approve the amendment. Every holder of an
outstanding warrant at the time any amendment becomes effective, by continuing to hold the warrant, will be bound by the applicable warrant
agreement as amended thereby. The prospectus supplement or other offering materials applicable to a particular series of warrants may provide
that certain provisions of the warrants, including the securities for which they may be exercisable, the exercise price, and the expiration date,
may not be altered without the consent of the holder of each warrant.
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DESCRIPTION OF DEBT SECURITIES

The following description, together with the additional information we include in any applicable prospectus supplements or other applicable
offering materials, summarizes the general terms and provisions of the debt securities that we may offer under this prospectus. Because it is a
summary, it does not contain all information that may be important to you. For more information, you should read the forms of indentures we
have filed as exhibits to the registration statement of which this prospectus is a part. While the terms we have summarized below will apply
generally to any future debt securities we may offer, you should also read the applicable prospectus supplement or other offering materials
which will describe the particular terms of any debt securities that we may offer in more detail. This summary is also subject to and qualified by
reference to the descriptions of the particular terms of the securities described in the applicable prospectus supplement or other applicable
offering materials and by the terms of the applicable final indenture, applicable indenture supplement and debt security. See �Where You Can
Find More Information.�

General

The debt securities that we may issue will constitute debentures, notes, bonds or other evidences of indebtedness of the Company, to be issued in
one or more series, which may include senior debt securities, subordinated debt securities and senior subordinated debt securities. The particular
terms of any series of debt securities we offer, including the extent to which the general terms set forth below may be applicable to a particular
series, will be described in a prospectus supplement relating to such series.

Debt securities that we may issue will be issued under one or more separate indentures between us and a trustee to be named in the related
prospectus supplement. Senior debt securities will be issued under a senior indenture and subordinated debt securities will be issued under a
subordinated indenture. Together the senior indenture and the subordinated indenture are called �indentures� and each an �indenture�. We have filed
the forms of the indentures as exhibits to the registration statement of which this prospectus is a part. If we enter into any indenture supplement,
we will file a copy of that supplement with the SEC.

Unless otherwise indicated in the applicable prospectus supplement, the debt securities will be our direct obligations. The senior debt securities
will rank equally with all of our other senior and unsubordinated debt. The subordinated debt securities will have a junior position to certain of
our debt, as described in the subordinated securities themselves or under the supplemental indenture under which they are issued. Unless we
otherwise provide, we may reopen a series, without the consent of the holders of the series, for issuances of additional securities of that series.

We conduct a significant portion of our operations through our subsidiaries. Therefore, holders of debt securities will have a position junior to
the prior claims of creditors of our subsidiaries, including trade creditors, debtholders, secured creditors, taxing authorities and guarantee
holders, and any preferred stockholders, except to the extent that we may ourselves be a creditor with recognized and unsubordinated claims
against any subsidiary. Our ability to pay principal of and premium, if any, and interest on any debt securities is, to a large extent, dependent
upon the payment to us of dividends, distributions, interest or other charges by our subsidiaries.

The following description is a summary of the material provisions of the forms of indentures. It does not restate the indentures in their entireties.
The indentures are governed by the Trust Indenture Act of 1939. The terms of the debt securities include those stated in the indentures and those
made part of the indentures by reference to the Trust Indenture Act. We urge you to read the indentures because they, and not this description,
define your rights as a holder of the debt securities. The following description is subject to and qualified by reference to the terms of the final
indentures and any supplement thereto.

Information You Will Find in the Prospectus Supplement or Other Offering Materials

The indentures provide that we may issue debt securities from time to time in one or more series and that we may denominate the debt securities
and make them payable in foreign currencies. The indentures do not limit the
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aggregate principal amount of debt securities that can be issued thereunder. The prospectus supplement or other offering materials for a series of
debt securities will provide information relating to the terms of the series of debt securities being offered, which may include:

� the issue price of the debt securities of the series;

� the title and denominations of the debt securities of the series;

� the aggregate principal amount and any limit on the aggregate principal amount of the debt securities of the series;

� the date or dates on which the principal and premium, if any, with respect to the debt securities of the series are payable, the amount
or amounts of such payments or principal and premium, if any, or the method of determination thereof;

� the amount payable upon maturity or upon acceleration;

� the rate or rates, which may be fixed or variable, at which the debt securities of the series shall bear interest, if any, or the method of
calculating and/or resetting such rate or rates of interest;

� any limits on ownership or transferability;

� the person to whom such interest will be payable, if other than the person in whose name the debt securities are registered;

� the dates from which such interest shall accrue or the method by which such dates shall be determined and the basis upon which
interest shall be calculated;

� the interest payment dates for the series of debt securities or the method by which such dates will be determined, the terms of any
deferral of interest and any right of ours to extend the interest payment periods;

� the place or places where the principal of and any premium and interest on the series of debt securities will be payable, or where the
debt securities may be surrendered for conversion, transfer or exchange;

� the place or places where notices or demands to or upon the Company in respect of the debt securities and the indentures may be
served;

� the terms and conditions, if any, upon which debt securities of the series may be redeemed, in whole or in part, at our option or
otherwise;

�
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our obligation, if any, to redeem, purchase, or repay debt securities of the series pursuant to any sinking fund or other specified event
or at the option of the holders and the terms of any such redemption, purchase, or repayment;

� the terms, if any, upon which the debt securities of the series may be convertible into or exchanged for other securities, including,
among other things, the initial conversion or exchange price or rate and the conversion or exchange period;

� if the amount of principal, premium, if any, or interest with respect to the debt securities of the series may be determined with
reference to an index, formula or other method, the manner in which such amounts will be determined;

� if any payments on the debt securities of the series are to be made in a currency or currencies (or by reference to an index or formula)
other than that in which such securities are denominated or designated to be payable, the currency or currencies (or index or formula)
in which such payments are to be made and the terms and conditions of such payments;

� any additional amounts payable in respect of taxes or government charges or assessments;

� the extent to which the debt securities of the series, in whole or any specified part, shall be defeasible pursuant to the indenture and
the terms and conditions of such defeasance;
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� the currency or currencies in which payment of the principal and premium, if any, and interest with respect to debt securities of the
series will be payable, or in which the debt securities of the series shall be denominated, and the particular provisions applicable
thereto;

� whether the debt securities of the series will be secured or guaranteed and, if so, on what terms;

� the covenants and events of default if different from or in addition to those described in this prospectus;

� any addition to or change in the events of default with respect to the debt securities of the series;

� the identity of any trustees, authenticating or paying agents, transfer agents or registrars;

� the applicability of, and any addition to or change in, the covenants currently set forth in the indenture;

� the subordination, if any, of the debt securities of the series and terms of the subordination;

� whether our subsidiaries will provide guarantees of the debt securities, and the terms of any subordination of such guarantee;

� provisions, if any, granting special rights to holders of the debt securities upon the occurrence of such events as may be specified;

� whether we will issue the debt securities in certificate or book entry form;

� whether such debt securities shall be issuable in registered form or bearer form, and if in registered form, the denomination if other
than in even multiples of $1,000, and any restrictions applicable to the offering, sale or delivery of bearer debt securities;

� the forms of the debt securities of the series;

� the terms, if any, which may be related to warrants, options, or other rights to purchase securities issued by the Company in
connection with debt securities of the series;

� whether the debt securities will be governed by, and the extent to which the debt securities will be governed by, any law other than
the laws of the State of New York; and

� any other terms of the debt securities of the series which are not prohibited by the indenture.
Subordination

We will describe in the applicable prospectus supplement or other offering materials the terms and conditions, if any, upon which any series of
subordinated securities is subordinated to debt securities of another series or to our other indebtedness. The terms will include a description of:
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� the indebtedness ranking senior to the debt securities being offered;

� the restrictions, if any, on payments to the holders of the debt securities being offered while a default with respect to the senior
indebtedness is continuing;

� the restrictions, if any, on payments to the holders of the debt securities being offered following an event of default; and

� provisions requiring holders of the debt securities being offered to remit some payments to holders of senior indebtedness.
Interest Rate

Debt securities that bear interest will do so at a fixed rate or a floating rate.

Original Issue Discount

One or more series of debt securities offered by this prospectus may be sold at a substantial discount below their stated principal amount, bearing
no interest or interest at a rate that at the time of issuance is below market
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rates. The material U.S. federal income tax consequences and special considerations applicable to any series of debt securities generally will be
described in the applicable prospectus supplement or other applicable offering materials.

Registered Global Securities

We may issue registered debt securities of a series in the form of one or more fully registered global securities. We will deposit the registered
global security with a depositary or with a nominee for a depositary identified in the prospectus supplement or other offering materials relating
to such series. The global security or global securities will represent and will be in a denomination or aggregate denominations equal to the
portion of the aggregate principal amount of outstanding registered debt securities of the series to be represented by the registered global security
or securities. Unless otherwise specified in the applicable prospectus supplement or other applicable offering materials, unless it is exchanged in
whole or in part for debt securities in definitive registered form, a registered global security may not be transferred, except as a whole in three
cases:

� by the depositary for the registered global security to a nominee of the depositary;

� by a nominee of the depositary to the depositary or another nominee of the depositary; and

� by the depositary or any nominee to a successor of the depositary or a nominee of the successor.
The prospectus supplement or other offering materials relating to a series of debt securities will describe the specific terms of the depositary
arrangement concerning any portion of that series of debt securities to be represented by a registered global security. We anticipate that the
following provisions will generally apply to all depositary arrangements.

Upon the issuance of a registered global security, the depositary will credit, on its book-entry registration and transfer system, the principal
amounts of the debt securities represented by the registered global security to the accounts of persons that have accounts with the depositary.
These persons are referred to as �participants.� Any underwriters, agents or debtors participating in the distribution of debt securities represented
by the registered global security will designate the accounts to be credited. Only participants or persons that hold interests through participants
will be able to beneficially own interests in a registered global security. The depositary for a global security will maintain records of beneficial
ownership interests in a registered global security for participants. Participants or persons that hold through participants will maintain records of
beneficial ownership interests in a global security for persons other than participants. These records will be the only means to transfer beneficial
ownership in a registered global security.

The laws of some states may require that specified purchasers of securities take physical delivery of the securities in definitive form. These laws
may limit the ability of those persons to own, transfer or pledge beneficial interests in global securities.

So long as the depositary, or its nominee, is the registered owner of a registered global security, the depositary or its nominee will be considered
the sole owner or holder of the debt securities represented by the registered global security for all purposes under the indenture. Except as set
forth below, or in the applicable supplemental indenture, owners of beneficial interests in a registered global security:

� may not have the debt securities represented by a registered global security registered in their names;

� will not receive or be entitled to receive physical delivery of debt securities represented by a registered global security in definitive
form; and

� will not be considered the owners or holders of debt securities represented by a registered global security under the indenture.
Accordingly, each person owning a beneficial interest in a registered global security must rely on the procedures of the depositary for the
registered global security and, if the person is not a participant, on the
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procedures of the participant through which the person owns its interests, to exercise any rights of a holder under the indenture applicable to the
registered global security.

Payment of Interest on and Principal of Registered Global Securities

Unless otherwise specified in the applicable prospectus supplement or other applicable offering materials, we will make payments of principal,
premium, if any, interest on and additional amounts with respect to debt securities represented by a registered global security registered in the
name of a depositary or its nominee to the depositary or its nominee as the registered owner of the registered global security. None of the
Company, the trustee, or any paying agent for debt securities represented by a registered global security will have any responsibility or liability
for:

� any aspect of the records relating to, or payments made on account of, beneficial ownership interests in such registered global
security;

� maintaining, supervising, or reviewing any records relating to beneficial ownership interests;

� the payments to beneficial owners of the global security of amounts paid to the depositary or its nominee; or

� any other matter relating to the actions and practices of the depositary, its nominee or any of its participants.
Generally, a depositary, upon receipt of any payment of principal, premium, interest on or additional amounts with respect to the global security,
will immediately credit participants� accounts with payments in amounts proportionate to their beneficial interests in the principal amount of a
registered global security as shown on the depositary�s records. Generally, payments by participants to owners of beneficial interests in a
registered global security held through participants will be governed by standing instructions and customary practices. This is currently the case
with the securities held for the accounts of customers registered in �street name.� Such payments will be the responsibility of participants.

Exchange of Registered Global Securities

We may issue debt securities in definitive form in exchange for the registered global security if both of the following occur:

� the depositary for any debt securities represented by a registered global security is at any time unwilling or unable to
continue as depositary or ceases to be a clearing agency registered under the Exchange Act; and

� we do not appoint a successor depositary within 90 days.
In addition, we may, at any time, determine not to have any of the debt securities of a series represented by one or more registered global
securities. In this event, we will issue debt securities of that series in definitive form in exchange for all of the registered global security or
securities representing those debt securities.

Covenants by the Company

The indentures include covenants by us, including among other things that (i) we will make all payments of principal and interest at the times
and places required and (ii) we will do or cause to be done all things necessary to preserve and keep in full force our existence, subject to certain
terms as generally described under ��Mergers, Consolidations and Certain Sales of Assets�. The board resolution or supplemental indenture
establishing each series of debt securities may contain additional covenants, including covenants which could restrict our right to incur
additional indebtedness or liens and to take certain actions with respect to our businesses and assets.

The indentures contain no covenant or provision which affords debt holders protection in the event of a highly leveraged transaction.
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Events of Default

Unless otherwise indicated in the applicable prospectus supplement or other applicable offering materials, the following will be events of default
under the indentures with respect to each series of debt securities issued under the indentures:

� failure to pay when due any interest on or additional amounts with respect to any debt security of that series, continued for 30 days;

� failure to pay when due the principal of, or premium, if any, on, any debt security of that series at its maturity;

� default in the payment of any sinking fund installment with respect to any debt security of that series when due and payable,
continued for 30 days;

� failure to perform any other covenant or agreement of ours under the indenture or the supplemental indenture with respect to that
series or the debt securities of that series, continued for 60 days after written notice to us by the trustee or holders of at least 25% in
aggregate principal amount of the outstanding debt securities of a series to which the covenant or agreement relates;

� certain events of bankruptcy, insolvency or similar proceedings affecting us; and

� any other event of default specified in any supplemental indenture under which such series of debt securities is issued.
Except as to certain events of bankruptcy, insolvency or similar proceedings affecting us and except as provided in the applicable prospectus
supplement, if any event of default shall occur and be continuing with respect to any series of debt securities under the indenture, either the
trustee or the holders of at least 25% in aggregate principal amount of outstanding debt securities of such series may accelerate the maturity of
all debt securities of such series. Upon certain events of bankruptcy, insolvency or similar proceedings affecting us, the principal, premium, if
any, and interest on all debt securities of each series shall be immediately due and payable. After any such acceleration, but before a judgment or
decree based on acceleration has been obtained by the trustee, the holders of at least a majority in aggregate principal amount of each affected
series of debt securities may waive all defaults with respect to such series and rescind and annul such acceleration if all events of default, other
than the nonpayment of accelerated principal, have been cured, waived or otherwise remedied.

An event of default for a particular series of debt securities does not necessarily constitute an event of default for any other series of debt
securities issued under an indenture. The trustee may withhold notice to the holders of debt securities of any default (except in the payment of
principal, premium, if any, interest on or any additional amounts with respect to such debt securities) if it considers such withholding of notice to
be in the best interests of the holders.

No holder of any debt securities of any series will have any right to institute any proceeding with respect to the applicable indenture or for any
remedy under such indenture, unless:

� an event of default with respect to such series shall have occurred and be continuing and such holder shall have previously given to
the trustee written notice of such continuing event of default;

� the holders of at least 25% in aggregate principal amount of the outstanding debt securities of the relevant series shall have made
written request and offered reasonable indemnity to the trustee to institute such proceeding as trustee;
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� the trustee shall not have received from the holders of at least a majority in aggregate principal amount of the outstanding debt
securities of such series a direction inconsistent with such request; and

� the trustee shall have failed to institute such proceeding within 60 days of the receipt of the request and offer of indemnity.
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However, such limitations do not apply to a suit instituted by a holder of a debt security for enforcement of payment of the principal of and
premium, if any, interest on or any additional amounts with respect to such debt security on or after the respective due dates expressed in such
debt security.

Modification of the Indentures

We and the applicable trustee may, at any time and from time to time, without prior notice to or consent of any holders of debt securities, enter
into one or more indentures supplemental to the indentures, among other things to:

� add additional obligors on, guarantees to or secure any series of debt securities;

� evidence the succession of another person pursuant to the provisions of the indentures relating to consolidations, mergers and sales of
assets and the assumption by such successor of our covenants and obligations or those of any guarantor;

� surrender any right or power conferred upon us under the indentures or to add to our covenants for the protection of the holders of all
or any series of debt securities;

� add any additional events of default for the benefit of the holders of any one or more series of debt securities;

� add to or change any of the provisions of the indentures to such extent as shall be necessary to permit or facilitate the issuance of
debt securities in bearer form, or to permit or facilitate the issuance of debt securities in global form or uncertificated form;

� add to, change or eliminate any of the provisions of the indentures in respect of one or more series of debt securities, provided that
any such addition, change or elimination (a) shall neither (1) apply to any outstanding debt security of any series created prior to the
execution of such supplemental indenture and entitled to the benefit of such provision, or (2) modify the rights of any holder of any
outstanding debt security with respect to such provision, or (b) shall become effective when there is no debt security then
outstanding;

� correct or supplement any provision which may be defective or inconsistent with any other provision or to cure any ambiguity or
omission or to correct any mistake;

� make any other provisions with respect to matters or questions arising under the indentures, provided such action shall not materially
adversely affect the rights of any holder of debt securities of any series;

� evidence and provide for the acceptance of appointment by a successor or separate trustee; or

� establish the form or terms of debt securities of any series and to make any change that does not materially adversely affect the rights
of any holder of debt securities.

With the consent of the holders of at least a majority in principal amount of debt securities of each series affected by such supplemental
indenture (voting as one class), we and the trustee may enter into one or more supplemental indentures for the purpose of adding any provisions
to or changing in any manner or eliminating any of the provisions of the indentures or modifying in any manner the rights of the holders of debt
securities of each such series.
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Notwithstanding our rights and the rights of the trustee to enter into one or more supplemental indentures with the consent of the holders of debt
securities of the affected series as described above, no such supplemental indenture shall, without the consent of the holder of each outstanding
debt security of the affected series, among other things:

� change the maturity of the principal of or any installment of principal of, or the date fixed for payment of interest on, any additional
amounts or any sinking fund payment with respect to, any debt securities;

� reduce the principal amount of any debt securities or the rate of interest on or any additional amounts with respect to any debt
securities;
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� change the place of payment or the currency in which any debt securities are payable;

� impair the right of the holders to institute a proceeding for the enforcement of any right to payment on or after maturity; or

� reduce the percentage in principal amount of any series of debt securities whose holders must consent to an amendment or
supplemental indenture or any waiver provided in the indenture.

Unless otherwise provided in a supplemental indenture with respect to any series of debt securities, under the indenture, the holders of at least a
majority of the principal amount of debt securities of each series may, on behalf of that series:

� waive compliance by the Company of certain restrictive covenants of the indenture; and

� waive any past default under the indenture, except

� a default in the payment of principal of or any premium or interest, or any additional amounts with respect to such series; or

� a default under any provision of the indenture which itself cannot be modified or amended without the consent of the holder
of each outstanding debt security affected.

The indentures provide that in determining whether the holders of the requisite principal amount of outstanding debt securities have given, made
or taken any request, demand, authorization, direction, notice, consent, waiver or other actions thereunder or whether a quorum is present at a
meeting of holders of debt securities:

� the principal amount of an original issue discount security which shall be deemed to be outstanding shall be the amount of the
principal thereof which would be due and payable as of such date upon acceleration of the maturity thereof or as otherwise
contemplated by the indenture;

� the principal amount of a security denominated in one or more non-U.S. dollar currencies or currency units which shall be deemed to
be outstanding shall be the U.S. dollar equivalent, determined as of such date, of the principal amount of such security (or, in the case
of an original issue discount security, of the U.S. dollar equivalent, determined as of such date of the amount determined as provided
in the subparagraph immediately above), or as otherwise contemplated by the indenture; and

� securities owned by the Company or any other obligor upon the securities or any of the Company�s subsidiaries or of such other
obligor shall be disregarded.

Satisfaction and Discharge of the Indenture; Defeasance

Except to the extent set forth in a supplemental indenture with respect to any series of debt securities, we, at our election, may discharge the
applicable indenture and such indenture shall generally cease to be of any further effect with respect to that series of debt securities if (i) we have
delivered to the trustee for cancellation all debt securities of that series or (ii) all debt securities of that series not previously delivered to the
trustee for cancellation shall have become due and payable, or are by their terms to become due and payable within one year or are to be called
for redemption within one year, and we have deposited with the trustee the entire amount sufficient to pay at maturity or upon redemption the
principal, interest and any premium on all such debt securities to the stated maturity or redemption date.
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In addition, to the extent set forth in a supplemental indenture with respect to a series of debt securities, we may have a �legal defeasance option�
(pursuant to which we may terminate, with respect to the debt securities of a particular series, all of our obligations under such debt securities
and the indenture with respect to such debt securities) and a �covenant defeasance option� (pursuant to which we may terminate, with respect to
the debt securities of a particular series, our obligations with respect to such debt securities under certain specified covenants contained in the
indenture). If we have and exercise a legal defeasance option with respect to a series
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of debt securities, payment of such debt securities may not be accelerated because of an event of default. If we have and exercise a covenant
defeasance option with respect to a series of debt securities, payment of such debt securities may not be accelerated because of an event of
default related to the specified covenants.

To the extent set forth in a supplemental indenture with respect to a series of debt securities, we may exercise a legal defeasance option or a
covenant defeasance option with respect to the debt securities of a series only if we irrevocably deposit in trust with the trustee cash or U.S.
government obligations (for debt securities denominated in U.S. dollars) or certain foreign government obligations (for debt securities
denominated in a currency other than U.S. dollars) for the payment of principal, premium, if any, and interest and any additional amounts with
respect to such debt securities to maturity or redemption, as the case may be. In addition, to exercise either of the defeasance options, we must
comply with certain other conditions, including for debt securities denominated in U.S. dollars the delivery to the trustee of an opinion of
counsel to the effect that the holders of debt securities of such series will not recognize income, gain or loss for U.S. federal income tax purposes
as a result of such defeasance and will be subject to U.S. federal income tax on the same amounts, in the same manner and at the same times as
would have been the case if such defeasance had not occurred (and, in the case of legal defeasance only, such opinion of counsel must be based
on a ruling from the Internal Revenue Service or other change in applicable U.S. federal income tax law).

The trustee will hold in trust the cash or government obligations deposited with it as described above and will apply the deposited cash and the
proceeds from deposited government obligations to the payment of principal, premium, if any, and interest and any additional amounts with
respect to the debt securities of the defeased series.

In the event the we effect covenant defeasance with respect to any debt securities and the debt securities are declared due and payable, amounts
deposited with the trustee will be sufficient to pay amounts due on the debt securities at the time of their stated maturity, but may not be
sufficient to pay amounts due on the debt securities at the time of the acceleration resulting from such event of default. However, we would
remain liable to make payment of those amounts due at the time of acceleration.

Mergers, Consolidations and Certain Sales of Assets

Except to the extent set forth in a supplemental indenture with respect to any series of debt securities, we may not:

� consolidate with or merge into any other person or entity or permit any other person or entity to consolidate with or merge into us in
a transaction in which we are not the surviving entity, or

� transfer, lease or dispose of all or substantially all of our assets to any other person or entity; unless in the case of both preceding
clauses:

� the resulting, surviving or transferee entity shall be a corporation organized and existing under the laws of the United States or any
state thereof or the District of Columbia and such resulting, surviving or transferee entity shall expressly assume, by supplemental
indenture, all of our obligations under the debt securities and the applicable indenture;

� immediately after giving effect to such transaction, no default or event of default would occur or be continuing; and

� we shall have delivered to the trustee an officers� certificate and an opinion of counsel, each stating that such consolidation, merger or
transfer and such supplemental indenture (if any) comply with the applicable indenture.

Except for the above restrictions, the indenture does not limit the ability of the Company to enter into any of the following types of transactions:

� a highly leveraged or similar transaction involving us, our management or any affiliate thereof;
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� a change of control; or

� a reorganization, restructuring, merger or similar transaction involving us that may adversely affect the holders of the debt securities.
In addition, subject to the limitations on mergers, consolidations and sales described above, we may enter into transactions in the future, such as
the sale of all or substantially all of our assets or the merger or consolidation of us, that would increase the amount of our debt or substantially
reduce or eliminate our assets, which may have an adverse effect on our ability to service its debt, including the debt securities.

Governing Law

The indentures and the debt securities will be governed by the laws of the State of New York, except as may be provided as to any series in a
supplemental indenture.

Conversion or Exchange Rights

Any debt securities that we may issue pursuant to this prospectus may be convertible into or exchangeable for shares of our equity or other
securities. The terms and conditions of such conversion or exchange will be set forth in the applicable prospectus supplement or other offering
materials. Such terms may include, among others, the following:

� the conversion or exchange price;

� the conversion or exchange period;

� restrictions on conversion, including to maintain REIT status;

� provisions regarding our ability or that of the holder to convert or exchange the debt securities;

� events requiring adjustment to the conversion or exchange price; and

� provisions affecting conversion or exchange in the event of our redemption of such debt securities.
Concerning the Trustee

The indentures provide that there may be more than one trustee with respect to one or more series of debt securities but we need not designate
more than one trustee. If there are different trustees for different series of debt securities, each trustee will be a trustee of a trust under a
supplemental indenture separate and apart from the trust administered by any other trustee under such indenture. Except as otherwise indicated
in this prospectus or any prospectus supplement, any action permitted to be taken by a trustee may be taken by the trustee only with respect to
the one or more series of debt securities for which it is the trustee under an indenture. Any trustee under an indenture or a supplemental
indenture may resign or be removed with respect to one or more series of debt securities. All payments of principal or, premium, if any, interest
on and any additional amounts with respect to, and all registration, transfer, exchange authentication and delivery of, the debt securities of a
series will be effected with respect to such series at an office designated by us.

The indentures contain limitations on the rights of any trustee, should it become a creditor of the Company, to obtain payment of claims in
certain cases or to realize on certain property received in respect of any such claim as security or otherwise. If any trustee acquires an interest
that conflicts with any duties with respect to the debt securities, such trustee is required to either resign or eliminate such conflicting interest to
the extent and in the manner provided by the applicable indenture.

Notices
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DESCRIPTION OF UNITS

The following description, together with the additional information we include in any applicable prospectus supplement or other applicable
offering materials, summarizes the general terms and provisions of the units that we may offer under this prospectus. Because it is a summary, it
does not contain all of the information that may be important to you. For more information, you should read the form of unit agreement with
respect to the units of any particular series which we will file as exhibits to the registration statement of which this prospectus is part prior to an
offering of units. While the terms we have summarized below will apply generally to any units we may offer, you should read the applicable
prospectus supplement or other applicable offering materials which will describe the particular terms of any units that we may offer in more
detail. See �Where You Can Find More Information.� This summary also is subject to and qualified by reference to the descriptions of the
particular terms of the securities described in the applicable prospectus supplement or other applicable offering materials and by the terms of
the applicable final units and unit agreement.

We may issue units comprised of two or more common shares, preferred shares, depositary shares, warrants, debt securities and other securities
in any combination. Each unit will be issued so that the holder of the unit is also the holder of each security included in the unit. Thus, the holder
of a unit will have the rights and obligations of a holder of each included security. The unit agreement under which a unit is issued may provide
that the securities included in the unit may not be held or transferred separately, at any time or at any time before a specified date.

The prospectus supplement or other offering materials for a series of units will provide information relating to the terms of the series of units
being offered, which may include:

� the designation and terms of the units and of the securities comprising the units, including whether and under what circumstances
those securities may be held or transferred separately;

� any provisions of the governing unit agreement that differ from those described below;

� the price or prices at which such units will be issued;

� information with respect to book-entry procedures, if any;

� a discussion of material U.S. federal income tax considerations;

� any provisions for the issuance, payment, settlement, transfer or exchange of the units or of the securities comprising the units; and

� any other terms of the units and of the securities comprising the units.
The provisions described in this section, as well as those described under �Description of Shares of Beneficial Interest, � �Description of Depositary
Shares,� �Description of Warrants� and �Description of Debt Securities� will apply to the securities included in each unit, to the extent relevant.

Issuance in Series

We may issue units in such amounts and in as many distinct series as we wish, subject to any applicable limitations on the issuance of the
securities included in the unit. This section summarizes terms of the units that apply generally to all series. Most of the financial and other
specific terms of your series will be described in the applicable prospectus supplement or other offering materials.

Unit Agreements
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We will issue the units under one or more unit agreements to be entered into between us and a bank or other financial institution, as unit agent.
We may add, replace or terminate unit agents from time to time. We will identify the unit agreement under which each series of units will be
issued and the unit agent under that agreement in the applicable prospectus supplement or other offering materials.
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The following provisions will generally apply to all unit agreements unless otherwise stated in the applicable prospectus supplement or other
offering materials.

Enforcement of Rights

The unit agent under a unit agreement will act solely as our agent in connection with the units issued under that agreement. The unit agent will
not assume any obligation or relationship of agency or trust for or with any holders of those units or of the securities comprising those units. The
unit agent will not be obligated to take any action on behalf of those holders to enforce or protect their rights under the units or the included
securities.

Except as indicated in the next paragraph, a holder of a unit may, without the consent of the unit agent or any other holder, enforce its rights as
holder under any security included in the unit, in accordance with the terms of that security and the articles supplementary, depositary
agreement, warrant agreement, indenture or other instrument under which that security is issued. Those terms are described elsewhere in this
prospectus under the sections relating to common shares, preferred shares, depositary shares, warrants and debt securities, as relevant.

Notwithstanding the foregoing, a unit agreement may limit or otherwise affect the ability of a holder of units issued under that agreement to
enforce its rights, including any right to bring a legal action, with respect to those units or any securities, other than debt securities, that are
included in those units. Limitations of this kind will be described in the applicable prospectus supplement or other offering materials.

Unit Agreements Will Not Be Qualified Under Trust Indenture Act

No unit agreement will be qualified as an indenture, and no unit agent will be required to qualify as a trustee, under the Trust Indenture Act.
Therefore, holders of units issued under unit agreements will not have the protections of the Trust Indenture Act with respect to their units.

Mergers and Similar Transactions Permitted; No Restrictive Covenants or Events of Default

The unit agreements will not restrict our ability to merge or consolidate with, or sell our assets to, another entity or to engage in any other
transactions. If at any time we merge or consolidate with, or sell our assets substantially as an entirety to, another entity, the successor entity will
succeed to and assume our obligations under the unit agreements. We will then be relieved of any further obligation under these agreements.

The unit agreements will not include any restrictions on our ability to put liens on our assets, including our interests in our subsidiaries, nor will
they restrict our ability to sell our assets. The unit agreements also will not provide for any events of default or remedies upon the occurrence of
any events of default.

Governing Law

The unit agreements and the units will be governed by New York law.

Form, Exchange and Transfer

We will issue each unit in global�i.e., book-entry�form only. Units in book-entry form will be represented by a global security registered in the
name of a depositary, which will be the holder of all the units represented by the global security. Those who own beneficial interests in a unit
will do so through participants in the depositary�s system, and the rights of these indirect owners will be governed solely by the applicable
procedures of the depositary and its participants. Information with respect to book-entry procedures, if any, will be described in the applicable
prospectus supplement or other offering materials.

Each unit and all securities comprising the unit will be issued in the same form.
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If we issue any units in registered, non-global form, the following will apply to them.

The units will be issued in the denominations stated in the applicable prospectus supplement. Holders may exchange their units for units of
smaller denominations or combined into fewer units of larger denominations, as long as the total amount is not changed.

� Holders may exchange or transfer their units at the office of the unit agent. Holders may also replace lost, stolen, destroyed or
mutilated units at that office. We may appoint another entity to perform these functions or perform them ourselves.

� Holders will not be required to pay a service charge to transfer or exchange their units, but they may be required to pay for any tax or
other governmental charge associated with the transfer or exchange. The transfer or exchange, and any replacement, will be made
only if our transfer agent is satisfied with the holder�s proof of legal ownership. The transfer agent may also require an indemnity
before replacing any units.

� If we have the right to redeem, accelerate or settle any units before their maturity, and we exercise our right as to less than all those
units or other securities, we may block the exchange or transfer of those units during the period beginning 15 days before the day we
mail the notice of exercise and ending on the day of that mailing, in order to freeze the list of holders to prepare the mailing. We may
also refuse to register transfers of or exchange any unit selected for early settlement, except that we will continue to permit transfers
and exchanges of the unsettled portion of any unit being partially settled. We may also block the transfer or exchange of any unit in
this manner if the unit includes securities that are or may be selected for early settlement.

Only the depositary will be entitled to transfer or exchange a unit in global form, since it will be the sole holder of the unit.

Payments and Notices

In making payments and giving notices with respect to our units, we will follow the procedures we plan to use with respect to our debt securities,
where applicable. We describe those procedures above under �Description of Debt Securities.�
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DESCRIPTION OF CERTAIN PROVISIONS OF MARYLAND LAW AND EPR�S

DECLARATION OF TRUST AND BYLAWS

We are organized as a Maryland real estate investment trust. The following is a summary of our Declaration of Trust and Bylaws and several
provisions of Maryland law. Because it is a summary, it does not contain all the information that may be important to you. If you want more
information, you should read our entire Declaration of Trust and Bylaws, copies of which we have previously filed with the SEC, or refer to the
provisions of Maryland law. See �Where You Can Find More Information� for information about how to obtain copies of our Declaration of
Trust and Bylaws.

Trustees

Our Declaration of Trust and Bylaws provide that only our Board of Trustees will establish the number of Trustees, provided however that the
term of office of a Trustee will not be affected by any decrease in the number of Trustees. Any vacancy on the Board of Trustees may be filled
only by a majority of the remaining Trustees, even if the remaining trustees do not constitute a quorum, or by the sole Trustee. Any Trustee
elected to fill a vacancy will hold office until the next annual meeting of shareholders and until a successor is elected and qualified.

Our Declaration of Trust divides our Board of Trustees into three classes. Shareholders elect the Trustees of each class for three-year terms upon
the expiration of their current terms. Shareholders elect only one class of Trustees each year.

We believe that classification of our Board of Trustees helps to assure the continuity of our business strategies and policies. There is no
cumulative voting in the election of Trustees. Consequently, at each annual meeting of shareholders, the holders of a majority of our common
shares are able to elect all of the successors of the class of Trustees whose term expires at that meeting. The classified Board of Trustees
provision could have the effect of making the replacement of our incumbent Trustees more time consuming and difficult. At least two annual
meetings of shareholders are generally required to effect a change in a majority of our Board of Trustees.

Our Declaration of Trust provides that, subject to the rights of holders of one or more classes of preferred shares to elect or remove one or more
Trustees, a Trustee may be removed for cause by the affirmative vote of the holders of at least two-thirds of our common shares entitled to be
cast in the election of trustees. This provision precludes shareholders from removing our incumbent Trustees unless cause, as defined in the
Declaration of Trust, exists, and they can obtain a substantial affirmative vote of shares.

Advance Notice of Trustee Nominations and New Business

Our Bylaws provide that nominations of persons for election to our Board of Trustees and business to be transacted at shareholder meetings may
be properly brought pursuant to our notice of the meeting, by our Board of Trustees, or by a shareholder who (i) is a shareholder of record at the
time of giving the advance notice and at the time of the meeting, (ii) is entitled to vote at the meeting and (iii) has complied with the advance
notice provisions set forth in our Bylaws.

Under our Bylaws, a shareholder�s notice of nominations for Trustee or business to be transacted at an annual meeting of shareholders must be
delivered to our secretary at our principal office not later than the close of business on the 60th day and not earlier than the close of business on
the 90th day prior to the first anniversary of the preceding year�s annual meeting. In the event that the date of the annual meeting is advanced by
more than 30 days or delayed by more than 60 days from the anniversary date of the preceding year�s annual meeting, a shareholder�s notice must
be delivered to us not earlier than the close of business on the 90th day prior to such annual meeting and not later than the later of: (i) the 60th
day prior to such annual meeting, or (ii) the 10th day following the day on which we first make a public announcement of the date of such
meeting. The public announcement of a postponement or of an adjournment of such annual meeting to a later date or time will not commence a
new time period for the giving of a shareholder�s notice. If the number of Trustees to be elected to our Board of Trustees is increased and we
make no public announcement of such action at least 70 days prior to
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the first anniversary of the preceding year�s annual meeting, a shareholder�s notice also will be considered timely, but only with respect to
nominees for any new positions created by such increase, if the notice is delivered to our secretary at our principal office not later than the close
of business on the 10th day immediately following the day on which such public announcement is made.

For special meetings of shareholders, our Bylaws require a shareholder who is nominating a person for election to our Board of Trustees at a
special meeting at which Trustees are to be elected to give notice of such nomination to our secretary at our principal office not earlier than the
close of business on the 90th day prior to such special meeting and not later than the close of business on the later of: (1) the 60th day prior to
such special meeting or (2) the 10th day following the day on which public announcement is first made of the date of the special meeting and of
the nominees proposed by the Trustees to be elected at such meeting. The public announcement of a postponement or adjournment of a special
meeting to a later date or time will not commence a new time period for the giving of a shareholder�s notice as described above.

Meetings of Shareholders

Under our Bylaws, our annual meeting of shareholders will take place during the second quarter of each year following delivery of the annual
report. Our Chairman, President, or one-third of our Trustees may call a special meeting of the shareholders. Our secretary also may call a
special meeting of shareholders upon the written request of holders of at least a majority of the shares entitled to vote at the meeting.

Liability and Indemnification of Trustees and Officers

The laws relating to Maryland real estate investment trusts (the �Maryland REIT Law�) permit a real estate investment trust to indemnify and
advance expenses to its trustees, officers, employees and agents to the same extent permitted by the Maryland General Corporation Law (the
�MGCL�) for directors and officers of Maryland corporations. The MGCL permits a corporation to indemnify its present and former directors and
officers against judgments, penalties, fines, settlements and reasonable expenses incurred in connection with any proceeding to which they may
be made, or are threatened to be made, a party by reason of their service in those capacities. However, a Maryland corporation is not permitted to
provide this type of indemnification if the following is established:

� the act or omission of the director or officer 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;

� the director or officer actually received an improper personal benefit in money, property or services; or

� in the case of any criminal proceeding, the director or officer had reasonable cause to believe that the act or omission was unlawful.
Additionally, a Maryland corporation may not indemnify a director or officer for an adverse judgment in a suit by or in the right of that
corporation or for a judgment of liability on the basis that personal benefit was improperly received, unless in either case a court orders
indemnification and then only for expenses. The MGCL permits a corporation to advance reasonable expenses to a director or officer upon the
corporation�s receipt of the following:

� a written affirmation by the director or officer of his good faith belief that he has met the standard of conduct necessary for
indemnification by the corporation; and

� a written undertaking by him or on his behalf to repay the amount paid or reimbursed by the corporation if it is ultimately determined
that this standard of conduct was not met.

Our officers and trustees are and will be indemnified under our Declaration of Trust against certain liabilities. Our Declaration of Trust provides
that we will, to the maximum extent permitted by Maryland law in effect from time to time, indemnify: (a) any individual who is a present or
former trustee or officer of EPR; or (b) any individual who, while a trustee or officer of EPR and at the request of EPR, serves or has served as a
director, officer, shareholder, partner, trustee, employee or agent of any real estate investment trust, corporation, partnership, joint venture, trust,
employee benefit plan or any other enterprises against any claim or liability,
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together with reasonable expenses actually incurred in advance of a final disposition of a legal proceeding, to which such person may become
subject or which such person may incur by reason of his or her status as such. We have the power, with the approval of our Board of Trustees, to
provide such indemnification and advancement of expenses to a person who served a predecessor of EPR in any of the capacities described in
(a) or (b) above and to any employee or agent of EPR or its predecessors.

We have also entered into indemnification agreements with our trustees and certain of our officers providing for procedures for indemnification
by us to the fullest extent permitted by law and advancements by us of certain expenses and costs relating to claims, suits or proceedings arising
from their service to us.

We have obtained trustee�s and officers� liability insurance for the purpose of funding the provision of any such indemnification.

The SEC has expressed the opinion that indemnification of trustees, officers or persons otherwise controlling a company for liabilities arising
under the Securities Act is against public policy and is therefore unenforceable.

Shareholder Liability

Under Maryland law, a shareholder is not personally liable for the obligations of a real estate investment trust solely as a result of his or her
status as a shareholder. Despite this, our legal counsel has advised us that in some jurisdictions the possibility exists that shareholders of a trust
entity such as ours may be held liable for acts or obligations of the trust. While we intend to conduct our business in a manner designed to
minimize potential shareholder liability, we can give no assurance that you can avoid liability in all instances in all jurisdictions. Our Trustees
have not provided in the past and do not intend to provide insurance covering these risks to our shareholders.

Actions by Shareholders by Written Consent

Our Bylaws provide procedures governing actions by shareholders by written consent. The Bylaws specify that any written consents must be
signed by shareholders entitled to cast a sufficient number of votes to approve the matter, as required by statute, our Declaration of Trust or our
Bylaws, and such consent must be filed with minutes of the proceedings of the shareholders.

Restrictions on Ownership and Transfer of Shares

Our Declaration of Trust restricts the number of shares which may be owned by shareholders. Generally, for us to qualify as a REIT under the
Code, not more than 50% in value of our outstanding shares may be owned, directly or indirectly, by five or fewer individuals (defined in the
Code to include certain entities and constructive ownership among specified family members) at any time during the last half of a taxable year.
The shares also must be beneficially owned by 100 or more persons during at least 335 days of a taxable year. In order to maintain our
qualification as a REIT, our Declaration of Trust contains restrictions on the acquisition of shares intended to ensure compliance with these
requirements.

Our Declaration of Trust generally provides that any person (not just individuals) holding more than 9.8% in number of shares or value, of the
outstanding shares of any class or series of our common stock or preferred stock (the �Ownership Limit�) may be subject to forfeiture of the shares
(including common shares and preferred shares) owned in excess of the Ownership Limit. We refer to the shares in excess of the Ownership
Limit as �Excess Shares.� The Excess Shares may be transferred to a trust for the benefit of one or more charitable beneficiaries. The trustee of
that trust would have the right to vote the voting Excess Shares, and distributions on the Excess Shares would be payable to the trustee for the
benefit of the charitable beneficiaries. Holders of Excess Shares would be entitled to compensation for their Excess Shares, but that
compensation may be less than the price they paid for the Excess Shares. Persons who hold Excess Shares or who intend to acquire Excess
Shares must provide written notice to us.
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Our Ownership Limit may also act to deter an unfriendly takeover of the Company.

Business Combinations

The MGCL contains a provision which regulates business combinations with interested shareholders. This provision applies to Maryland real
estate investment trusts like us. Under the MGCL, business combinations such as mergers, consolidations, share exchanges and the like between
a Maryland real estate investment trust and an interested shareholder or an affiliate of an interested shareholder are prohibited for five years after
the most recent date on which the shareholder becomes an interested shareholder. Under the MGCL the following persons are deemed to be
interested shareholders:

� any person who beneficially owns 10% or more of the voting power of the trust�s shares; or

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

After the five-year prohibition period has ended, a business combination between a trust and an interested shareholder must be recommended by
the board of trustees of the trust and must receive the following shareholder approvals:

� the affirmative vote of at least 80% of the votes entitled to be cast; and

� the affirmative vote of at least two-thirds of the votes entitled to be cast by holders of shares other than shares held by the interested
shareholder with whom or with whose affiliate or associate the business combination is to be effected or held by an affiliate or
associate of the interested shareholder.

The shareholder approvals discussed above are not required if the trust�s shareholders receive the minimum price set forth in the MGCL for their
shares and the consideration is received in cash or in the same form as previously paid by the interested shareholder for its shares.

The foregoing provisions of the MGCL do not apply, however, to business combinations that are approved or exempted by the board of trustees
of the trust prior to the time that the interested shareholder becomes an interested shareholder. A person is not an interested shareholder under
the MGCL if the board of trustees approved in advance the transaction by which the person otherwise would have become an interested
shareholder. The board of trustees may provide that its approval is subject to compliance with any terms and conditions determined by the board
of trustees.

Control Share Acquisitions

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

� One-tenth or more but less than one-third;

� One-third or more but less than a majority; or
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Control shares do not include shares which the acquiring person is entitled to vote as a result of having previously obtained shareholder
approval. A control share acquisition means the acquisition of control shares, subject to certain exceptions.

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

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

The control share acquisition statute of the MGCL does not apply to the following:

� shares acquired in a merger, consolidation or share exchange if the trust is a party to the transaction; or

� acquisitions approved or exempted by a provision in the declaration of trust or bylaws of the trust adopted before the acquisition of
shares.

Anti-Takeover Effect of Maryland Law and of Our Declaration of Trust and Bylaws

The following provisions in our Declaration of Trust and Bylaws and in Maryland law could delay or prevent a change in control of EPR:

� the limitation on ownership and acquisition of more than 9.8% of our shares;

� the classification of our Board of Trustees into classes and the election of each class for three-year staggered terms;

� the requirement of cause and a two-thirds majority vote of shareholders for removal of our Trustees;

� the fact that the number of our Trustees may be fixed only by vote of our Board of Trustees and that a vacancy on our Board of
Trustees may be filled only by the affirmative vote of a majority of our remaining Trustees;

� the limitations on our shareholders� abilities to act without a meeting;

� the advance notice requirements for shareholder nominations for Trustees and other proposals;

� the business combination provisions of the MGCL;
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� the power of our Board of Trustees to authorize and issue additional shares, including additional classes of shares with rights defined
at the time of issuance, without shareholder approval.
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U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following discussion summarizes the material United States (�U.S.�) federal income tax considerations regarding EPR and the acquisition,
ownership and disposition of our securities. If we offer depositary shares, warrants, debt securities or units, information about any additional
income tax consequences to holders of those securities will be included in the prospectus supplement or other applicable offering materials
under which those securities are offered.

This summary is based on current law, is for general information only and is not tax advice. The tax treatment to holders of our securities will
vary depending on a holder�s particular situation. This summary does not address all aspects of U.S. federal income taxation that may be
relevant to a holder of securities in light of his or her personal investments or tax circumstances. Moreover, this summary does not address tax
considerations applicable to certain types of holders subject to special treatment under the U.S. federal income tax laws including, without
limitation:

� a bank, life insurance company, regulated investment company or other financial institution;

� broker-dealers or traders;

� partnerships and trusts;

� a person who acquires our securities in connection with employment or other performances of services;

� a person who holds our securities as part of a straddle, hedging transaction, constructive sale transaction, constructive ownership
transaction, conversion transaction or other integrated investment;

� a person subject to the alternative minimum tax; or

� except as specifically described in the following summary, a tax exempt entity or a foreign person.
In addition, the summary below does not consider the effect of any foreign, state, local or other tax laws that may be applicable to holders of our
securities.

The information in this section is based on the U.S. Internal Revenue Code (the �Code�), current, temporary and proposed Treasury
Regulations promulgated under the Code, the legislative history of the Code, current administrative interpretations and practices of the Internal
Revenue Service (the �IRS�), and court decisions, all as of the date of this prospectus. Future legislation, Treasury Regulations, administrative
interpretations and practices and court decisions may change or adversely affect, perhaps retroactively, the tax considerations described herein.
We have not requested, and do not plan to request, any rulings from the IRS concerning our tax treatment and the statements in this prospectus
are not binding on the IRS or any court. Thus, we can provide no assurance that the tax considerations contained in this summary will not be
challenged by the IRS or sustained by a court if challenged by the IRS.

You are advised to consult your tax advisor regarding the specific tax consequences to you of the acquisition, ownership and sale of our
securities, and of our election to be taxed as a REIT, including the U.S. federal, state, local, foreign and other tax consequences of such
acquisition, ownership, sale and election and of potential changes in applicable tax laws.

Taxation of the Company

General
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We elected to be taxed as a REIT under Sections 856 through 860 of the Code, commencing with our taxable year ended December 31, 1997.
Our REIT election, assuming continuing compliance with the then applicable qualification tests, continues in effect for subsequent taxable years.
Although no absolute assurance can be given, we believe we have been organized and have operated in a manner which allows us to qualify for
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taxation as a REIT under the Code commencing with our taxable year ended December 31, 1997. We intend to continue to operate in a manner
that will enable us to meet the requirements for qualification and taxation as a REIT under the Code.

In the opinion of our counsel, Stinson Morrison Hecker LLP, we have qualified as a REIT under the Code for our 1997 through 2009 taxable
years, we are organized in conformity with the requirements for qualification as a REIT, and our current and proposed method of operation will
enable us to meet the requirements for qualification and taxation as a REIT under the Code for future taxable years. This opinion is based upon
certain assumptions and representations as to factual matters made by us, including representations made by us in a representation letter and
certificate provided by our officers and our factual representations set forth herein and in registration statements previously filed with the SEC.
Any variation from the factual statements set forth herein, in registration statements previously filed with the SEC, or in the representation letter
and certificate we have provided to our counsel may affect the conclusions upon which its opinion is based.

The opinions of Stinson Morrison Hecker LLP are based on existing law as contained in the Code and Treasury Regulations promulgated
thereunder, in effect on the date of this prospectus, and the interpretations of such provisions and Treasury Regulations by the IRS and court
decisions, all of which are subject to change either prospectively or retroactively, and to possibly different interpretations. Our counsel will have
no obligation to advise us or the holders of our securities of any subsequent change in the matters stated, represented or assumed, or of any
subsequent change in the applicable law. You should be aware that the opinions expressed are not binding upon the IRS or any court.
Accordingly, there can be no assurance that contrary positions may not successfully be asserted by the IRS. Moreover, our qualification and
taxation as a REIT depends upon our ability, through actual annual operating results and methods of operation, to satisfy various qualification
tests imposed under the Code, such as distributions to shareholders, asset composition levels, and diversity of stock ownership, the actual results
of which have not been and will not be reviewed by our counsel. In addition, our ability to qualify as a REIT also depends in part upon the
operating results, organizational structure and entity classification for U.S. federal income tax purposes of certain affiliated entities, including
affiliates that have made elections to be taxed as REITs, and for whom the actual results of the various REIT qualification tests have not been
and will not be reviewed by our counsel.

Accordingly, no assurance can be given that the actual results of our operations for any particular taxable year will satisfy such requirements for
qualification and taxation as a REIT.

If we qualify for taxation as a REIT, we generally will not be subject to U.S. federal corporate income taxes on our taxable income that is
distributed currently to our shareholders.

This treatment substantially eliminates the �double taxation� (once at the corporate level when earned and once again at the shareholders� level
when distributed) that generally results from investment in an ordinary Subchapter C corporation. We will, however, be subject to U.S. federal
income tax as follows:

� We will be taxed at regular corporate rates on any undistributed REIT taxable income, including undistributed net capital gains.

� We may be subject to the �alternative minimum tax� on our items of tax preference under certain circumstances.

� If we have (a) net income from the sale or other disposition of �foreclosure property� (defined generally as property we acquired
through foreclosure or after a default on a loan secured by the property or a lease of the property) which is held primarily for sale to
customers in the ordinary course of business or (b) other nonqualifying income from foreclosure property, we will be subject to tax at
the highest U.S. federal corporate income tax rate, currently 35%, on this income.

� We will be subject to a 100% tax on any net income from prohibited transactions (which are, in general, certain sales or other
dispositions of property (other than foreclosure property) held primarily for sale to customers in the ordinary course of business).
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� If we fail to satisfy the 75% or 95% gross income tests (as discussed below), but have maintained our qualification as a REIT
because we satisfied certain other requirements, we will be subject to a 100% tax on an amount equal to (a) the gross income
attributable to the greater of the amounts by which we fail the 75% or 95% gross income tests multiplied by (b) a fraction intended to
reflect our profitability.

� If we fail to distribute for any calendar year at least the sum of (a) 85% of our REIT ordinary income for the year, (b) 95% of our
REIT capital gain net income for the year (other than certain long-term capital gains for which we make a capital gains designation
(described below) and on which we pay the tax), and (c) any undistributed taxable income from prior periods, we would be subject to
a 4% excise tax on the excess of the required distribution over the amounts actually distributed.

� If we acquire any asset from a corporation which is or has been a Subchapter C corporation in a transaction in which the basis of the
asset in our hands is determined by reference to the basis of the asset in the hands of the Subchapter C corporation, and we
subsequently recognize gain on the disposition of the asset during the ten year period beginning on the date on which we acquired the
asset, then we will be subject to tax at the highest regular corporate tax rate on the excess of (a) the fair market value of the asset over
(b) our adjusted basis in the asset, in each case determined as of the date we acquired the asset. The results described in this
paragraph with respect to the recognition of gain assume that we will not make an election pursuant to existing Treasury Regulations
to recognize such gain at the time we acquire the asset.

� We will be required to pay a 100% tax on any �redetermined rents,� �redetermined deductions� or �excess interest.� In general,
redetermined rents are rents from real property that are overstated as a result of services furnished to any of our tenants by a �taxable
REIT subsidiary� of ours. Redetermined deductions and excess interest generally represent amounts that are deducted by a taxable
REIT subsidiary of ours for amounts paid to us that are in excess of the amounts that would have been deducted based on arm�s
length negotiations. Any taxable REIT subsidiary is separately taxed on its net income as a C corporation.

� If we fail to satisfy any of the REIT asset tests, as described below, by more than a de minimis amount, due to reasonable cause and
we nonetheless maintain our REIT qualification because of specified cure provisions, we will be required to pay a tax equal to the
greater of $50,000 or the highest corporate tax rate multiplied by the net income generated by the nonqualifying assets that caused us
to fail such test.

� If we invest in properties in foreign countries or other jurisdictions, our income from those properties will generally be subject to tax
there. Then we will distribute the required percentages of our taxable income to our shareholders for any such year and we will
generally not pay U.S. federal income tax. As a result, we cannot recover the cost of foreign income taxes imposed on our foreign
investments by claiming foreign tax credits against our U.S. federal income tax liability. Also, we cannot pass any foreign tax credits
through to our shareholders.

� If we fail to satisfy any provision of the Code that would result in our failure to qualify as a REIT (other than a violation of the REIT
gross income tests or certain violations of the asset tests described below) and the violation is due to reasonable cause, we may retain
our REIT qualification but we will be required to pay a penalty of $50,000 for each such failure.

Any distributions to our shareholders will be included in their income as dividends to the extent of our current or accumulated earnings and
profits. Generally, our distributions are not treated as qualified dividend income subject to a favorable 15% rate. No portion of any of our
distributions is eligible for the dividends received deduction for corporate shareholders. Distributions in excess of current or accumulated
earnings and profits generally are treated for U.S. federal income tax purposes as return of capital to the extent of, and in reduction of, a
shareholder�s basis in our shares. Our current or accumulated earnings and profits are generally allocated first to distributions made on our
preferred shares, if any, and thereafter to distributions made on our common shares. For all of these purposes, our distributions include cash
distributions and any in kind distributions of property that we might make.
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If we fail to qualify or elect not to qualify as a REIT, we will be subject to U.S. federal income tax in the same manner as a C corporation.
Distributions to our shareholders if we do not qualify as a REIT will not be deductible by us nor will distributions be required under the Code. In
that event, distributions to our shareholders will generally be taxable as ordinary dividends potentially eligible for the 15% income tax rate
(scheduled to increase to ordinary income rates for taxable years beginning after December 31, 2010) discussed below in �Taxation of Taxable
U.S. Shareholders� and, subject to limitations in the Code, will be eligible for the dividends received deduction for corporate shareholders. Also,
we will generally be disqualified from qualification as a REIT for the four taxable years following disqualification. If we do not qualify as a
REIT for even one year, this could result in reduction or elimination of distributions to our shareholders, or in our incurring substantial
indebtedness or liquidating substantial investments in order to pay the resulting corporate-level taxes. The Code provides certain relief
provisions under which we might avoid automatically ceasing to be a REIT for failure to meet certain REIT requirements, all as discussed in
more detail below.

Requirements for Qualification as a REIT

The Code defines a REIT as a corporation, trust or association:

� that is managed by one or more trustees or directors;

� the beneficial ownership of which is evidenced by transferable shares or transferable certificates;

� that would be taxable as a domestic corporation, but for Sections 856 through 859 of the Code;

� that is neither a financial institution or an insurance company within the meaning of certain provisions of the Code;

� the beneficial ownership of which is held by 100 or more persons;

� not more than 50% in value of the outstanding shares of which is owned, actually or constructively, by five or fewer
individuals (as defined in the Code to include certain entities) during the last half of each taxable year;

� that meets certain other tests, described below, regarding the nature of its income and assets and the amount of its distributions; and

� that elects to be a REIT, or has made such election for a previous year, and satisfies the applicable filing and administrative
requirements to maintain qualification as a REIT.

The Code provides that conditions (1) through (4), inclusive, must be met during the entire taxable year and that condition (5) must be met
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. Conditions
(5) and (6) do not apply until after the first taxable year for which an election is made to be taxed as a REIT. For purposes of condition (6),
pension funds and certain other tax- exempt entities are treated as individuals, subject to a �look-through� exception with respect to pension funds.
A REIT also must report its income for U.S. federal income tax purposes based on a calendar year accounting period.

We believe that we have satisfied each of the above conditions. In addition, our Declaration of Trust provides for restrictions regarding
ownership and transfer of shares to prevent further concentration of share ownership (as summarized below �Description of Certain Provisions of
Maryland Law and EPR�s Declaration of Trust and Bylaws�). These restrictions are intended to assist us in continuing to satisfy the share
ownership requirements described in (5) and (6) above. These restrictions, however, may not ensure that we will, in all cases, be able to satisfy
the share ownership requirements described in (5) and (6) above. In general, if we fail to satisfy these share ownership requirements, our status
as a REIT will terminate. However, if we comply with the rules in applicable Treasury Regulations that require us to ascertain the actual
ownership of our shares, and we do not know, or would not have known through the exercise of reasonable diligence, that we failed to meet the
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Ownership of Interests in Partnerships and Limited Liability Companies.

We own and operate one or more properties through partnerships and limited liability companies. In the case of a REIT which is a partner in a
partnership, or a member in a limited liability company treated as a partnership for U.S. federal income tax purposes, Treasury Regulations
provide that the REIT will be deemed to own its proportionate share of the assets of the partnership or limited liability company, based on its
interest in partnership capital, subject to special rules relating to the 10% REIT asset test described below. Also, the REIT will be deemed to be
entitled to its proportionate share of the income of that entity. The assets and items of gross income of the partnership or limited liability
company retain the same character in our hands for purposes of Section 856 of the Code, including satisfying the gross income tests and the
asset tests. Thus, our proportionate share of the assets and items of income of partnerships and limited liability companies taxed as partnerships,
in which we are, directly or indirectly through other partnerships or limited liability companies taxed as partnerships, a partner or member, are
treated as our assets and items of income for purposes of applying the REIT qualification requirements described in this prospectus (including
the income and asset tests described below).

Ownership of Interests in Qualified REIT Subsidiaries.

We own 100% of the stock of a number of corporate subsidiaries that are qualified REIT subsidiaries (each, a �QRS�) and may acquire stock of
one or more new subsidiaries. A corporation qualifies as a QRS if 100% of its outstanding stock is held by us, and we do not elect to treat the
corporation as a taxable REIT subsidiary, as described below. A QRS is not treated as a separate corporation, and all assets, liabilities and items
of income, deduction and credit of a QRS are treated as our assets, liabilities and items of income, deduction and credit for all purposes of the
Code, including the REIT qualification tests. For this reason, in applying the U.S. federal income tax requirements described in this summary,
references to our income and assets include the income and assets of any QRS. A QRS is not subject to U.S. federal income tax, and our
ownership of the voting stock of a QRS is ignored for purposes of determining our compliance with the ownership limits described below in
��Asset Tests.�

Ownership of Interests in Taxable REIT Subsidiaries.

A taxable REIT subsidiary (�TRS�) is a corporation other than a REIT in which a REIT directly or indirectly holds stock, and that has made a joint
election with the REIT to be treated as a TRS. A TRS also includes any corporation other than a REIT with respect to which a TRS owns
securities possessing more than 35% of the total voting power or value of the outstanding securities of such corporation. Other than some
activities relating to lodging and health care facilities, a TRS generally may engage in any business, including the provision of customary or
non-customary services to tenants of its parent REIT. We own several corporate subsidiaries that have elected TRS status and may acquire
interests in additional TRSs in the future.

A TRS is subject to U.S. federal income tax at regular corporate rates (currently a maximum rate of 35%), and also may be subject to state and
local taxation. Any dividends paid or deemed paid by any one of the Company�s TRSs will be taxable to the Company�s stockholders to the extent
the dividends received from the TRS are paid to the Company�s shareholders. The Company may own more than 10% of the stock of a TRS
without jeopardizing its qualification as a REIT. However, as noted below, in order for the Company to qualify as a REIT, the securities of all of
the TRSs in which it has invested either directly or indirectly may not represent more than 20% of the total value of its assets. The Company
expects that the aggregate value of all of its interests in TRSs will represent less than 20% of the total value or its assets; however, the Company
cannot assure that this will always be true. In addition, a TRS may be prevented from deducting interest on debt funded directly or indirectly by
its parent REIT if certain tests regarding the TRS�s debt to equity ratio and interest expense are not satisfied. A REIT�s ownership of securities of
a TRS will not be subject to the 10% or 5% asset tests described below, and its operations will be subject to the provisions described above.
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Asset Tests

At the close of each quarter of our taxable year, we must satisfy four tests relating to the nature and diversification of our assets.

First, at least 75% of the value of our total assets, including assets held by our QRSs and our allocable share of the assets held by the
partnerships and other entities treated as partnerships under the Code in which we own an interest, must be represented by (1) interests in real
property, (2) interests in mortgages on real property, (3) share (or transferable certificates of beneficial interest) in other REIT�s, (4) cash,
(5) cash items (including receivables arising in the ordinary course of the REIT�s business) and (6) government securities (as well as certain
temporary investments in stock or debt instruments purchased with the proceeds of new capital raised by EPR for the one-year period beginning
on the date of receipt of such new capital).

Second, not more than 25% of our total assets may be represented by securities, other than those securities includable in the 75% asset test.

Third, of the investments included in the 25% asset class, and except for certain investments in other REITs, a QRS or a TRS, the value of any
one issuer�s securities may not exceed 5% of the value of our total assets, and we may not own more than 10% of the total vote or value of the
outstanding securities of any one issuer except, in the case of the 10% value test, securities satisfying the �straight debt� safe-harbor. Certain types
of securities we may own are disregarded as securities solely for purposes of the 10% value test, including, but not limited to, any loan to an
individual or an estate, any obligation to pay rents from real property and any security issued by a REIT. In addition, solely for purposes of the
10% value test, the determination of our interest in the assets of a partnership or limited liability company in which we own an interest will be
based on our proportionate interest in any securities issued by the partnership or limited liability company, excluding for this purpose certain
securities described in the Code.

Fourth, for taxable years beginning on or after January 1, 2009, no more than 25% (20% for taxable years beginning on or after January 1, 2001
and ending on or before December 31, 2008) of the value of our assets may be comprised of securities of one or more TRSs.

The assets tests described above must be satisfied at the close of each calendar quarter of our taxable year. After initially meeting the asset tests
at the close of any quarter, we will not lose our status as a REIT for failure to satisfy the asset tests at the end of a later quarter solely by reason
of changes in asset values. If we fail to satisfy an asset test because we acquire securities or other property during a quarter, we can cure this
failure by disposing of sufficient nonqualifying assets within 30 days after the close of that quarter. We believe we have maintained and intend
to continue to maintain adequate records of the value of our assets to ensure compliance with the asset tests. If we fail to cure any
noncompliance with the asset tests within the 30 day cure period, we would cease to qualify as a REIT unless we are eligible for certain relief
provisions discussed below.

Certain relief provisions may be available to us if we fail to satisfy the asset tests described above after the 30 day cure period. Under these
provisions, we will be deemed to have met the 5% and 10% REIT asset tests if (i) the value of our nonqualifying assets does not exceed the
lesser of (a) 1% of the total value of our assets at the end of the applicable quarter or (b) $10,000,000, and (ii) we dispose of the nonqualifying
assets or otherwise satisfy such tests within six months after the last day of the quarter in which the failure to satisfy the asset tests is discovered
or the period of time prescribed by Treasury Regulations. For a failure that exceeds the de minimis thresholds described above that is due to
reasonable cause and not willful neglect, we may avoid disqualification as a REIT under any of the asset tests, after the 30 day cure period, by
taking steps including (i) the disposition of sufficient nonqualifying assets, or the taking other actions, which allow us to meet the asset test
within six months after the last day of the quarter in which the failure to satisfy the asset tests is discovered or the period of time prescribed by
Treasury Regulations, (ii) paying a tax equal to the greater of (a) $50,000 or (b) the highest corporate tax rate multiplied by the net income
generated by the nonqualifying assets and (iii) filing a schedule describing each asset that caused the failure in accordance with applicable
Treasury Regulations.
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Although we believe that we have satisfied the asset tests described above and plan to take steps to ensure that we satisfy such tests for any
quarter end, there can be no assurance we always will be successful. If we fail to cure any noncompliance with the asset tests in a timely manner,
and the relief provisions described above are not available, we would cease to qualify as a REIT.

Gross Income Tests

We must satisfy two gross income requirements for each taxable year to maintain our qualification as a REIT. First, in each taxable year at least
75% of our gross income must be �qualifying income.� Qualifying income generally includes (i) �rents from real property� (except as modified
below), (ii) interest on obligations collateralized by mortgages on, or interests in, real property and real estate mortgages, other than gain from
property held primarily for sale to customers in the ordinary course of our trade or business (�dealer property�), (iii) dividends or other
distributions on shares in other REIT�s, as well as gain from the sale of those shares, (iv) abatements and refunds of real property taxes,
(v) income from the operation, and gain from the sale, of property acquired at or in lieu of a foreclosure of the mortgage collateralized by such
property (�foreclosure property�), (vi) commitment fees received for agreeing to make loans collateralized by mortgages on real property or to
purchase or lease real property, (vii) �qualified temporary investment income,� and (viii) gain from the sale or other disposition of a real estate
asset which is not a prohibited transaction. Second, in each taxable year at least 95% of our gross income (excluding gross income from
prohibited transactions) must be derived directly or indirectly from income from the real property investments described above or dividends,
interest and gain from the sale or disposition of stock or securities (or from any combination of the foregoing).

Rents we receive will qualify as �rents from real property� for purposes of satisfying the gross income tests for a REIT described above only if all
of the following conditions are met:

� The amount of rent must not be based in any way on the income or profits of any person, although rents generally will not be
excluded solely because they are based on a fixed percentage or percentages of gross receipts or gross sales.

� We, or an actual or constructive owner of 10% or more of our capital shares, must not actually or constructively own 10% or more of
the interests in the tenant, or, if the tenant is a corporation, 10% or more of the voting power or value of all classes of stock of the
tenant. Rents received from any such tenant that is our TRS, however, will not be excluded from the definition of �rents from real
property� as a result of this condition if at least 90% of the space at the property to which the rents relate is leased to third parties, and
the rents paid by the TRS are comparable to rents paid by our other tenants for comparable space. Whether rents paid by a TRS are
substantially comparable to rents paid by other tenants is determined at the time the lease with the TRS is entered into, extended, and
modified, if such modification increases the rents due under such lease. Notwithstanding the foregoing, however, if a lease with a
�controlled taxable REIT subsidiary� is modified and such modification results in an increase in the rents payable by such TRS, any
such increase will not qualify as �rents from real property.� For purposes of this rule, a �controlled taxable REIT subsidiary� is a TRS in
which we own stock possessing more than 50% of the voting power or more than 50% of the total value of outstanding stock of such
TRS. In addition, rents we receive from a tenant that also is our TRS will not be excluded from the definition of �rents from real
property� as a result of our ownership interest in the TRS if the property to which the rents relate is a qualified lodging facility, or on
or after January 1, 2009, a qualified healthcare property, and such property is operated on behalf of the TRS by a person who is an
independent contractor and certain other requirements are met. Our TRSs will be subject to U.S. federal income tax on their income
from the operation of these properties.

� Rent attributable to personal property, leased in connection with a lease of real property, must not be greater than 15% of the total
rent received under the lease. If this condition is not met, then the portion of the rent attributable to personal property will not qualify
as �rents from real property.� We currently have several leases that generate non-qualifying rent from personal property but such
amounts are not material in relation to our gross income.
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� The REIT generally must not operate or manage the property for which the rents are received or furnish or render services to the
tenants of the property (subject to a 1% de minimis exception), other than through an independent contractor from whom the REIT
derives no revenue or through a TRS. The REIT may, however, directly perform certain services that are �usually or customarily
rendered� in connection with the rental of space for occupancy only and are not otherwise considered �rendered to the occupant� of the
property. Any amounts we receive from a TRS with respect to the TRS�s provision of non-customary services will be nonqualifying
income under the 75% gross income test and, except to the extent received through the payment of dividends, the 95% gross income
test.

We do not intend to charge rent for any property that is based in whole or in part on the net income or profits of any person (except by reason of
being based on a percentage of gross receipts or sales, as described above), and generally we do not intend to rent any personal property (other
than in connection with a lease of real property where either less than 15% of the total rent is attributable to personal property or an amount
immaterial to our operations is attributable to personal property). Currently, we do have several leases in which the rent attributable to personal
property may exceed the 15% limitation based on the original respective fair market values of the real property and personal property at the time
the lease was executed.

We directly perform services under certain of our leases, but such services are not rendered to the occupant of the property. Furthermore, these
services are usual and customary management services provided by landlords renting space for occupancy in the geographic areas in which we
own property. To the extent that the performance of any services provided by us would cause amounts received from our tenants to be excluded
from rents from real property, we intend to hire a TRS, or an independent contractor from whom we derive no revenue, to perform such services.

The term �interest� generally does not include any amount received or accrued (directly or indirectly) if the determination of some or all 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.

From time to time, we may enter into hedging transactions with respect to one or more of our assets or liabilities. Our hedging activities may
include entering into interest rate swaps, caps, and floors, options to purchase these items, and futures and forward contracts. Income from a
hedging transaction, including gain from the sale or disposition of such a transaction, that is clearly identified as a hedging transaction as
specified in the Code will not constitute gross income and thus will be exempt from the 95% gross income test to the extent such a hedging
transaction is entered into on or after January 1, 2005, and from the 75% gross income test to the extent such hedging transaction is entered into
after July 30, 2008. Income and gain from a hedging transaction, including gain from the sale or disposition of such a transaction will be treated
as nonqualifying income for purposes of the 75% gross income test if entered into on or prior to July 30, 2008 and will be treated as qualifying
income for purposes of the 95% gross income test if entered into prior to January 1, 2005. The term �hedging transaction,� as used above,
generally means any transaction we enter into in the normal course of our business primarily to manage risk of (1) interest rate changes or
fluctuations with respect to borrowings made or to be made by us to acquire or carry real estate assets, or (2) for hedging transactions entered
into after July 30, 2008, currency fluctuations with respect to an item of qualifying income under the 75% or 95% gross income test. To the
extent that we do not properly identify such transactions as hedges, we hedge other risks or we hedge with other types of financial instruments,
the income from those transactions is not likely to be treated as qualifying income for purposes of the gross income tests. We intend to structure
any hedging transactions in a manner that does not jeopardize our status as a REIT.

We have made an investment in a property located in Canada. This investment could cause us to incur foreign currency gains or losses. Prior to
July 30, 2008, the characterization of any such foreign currency gains for purposes of the gross income tests was unclear, though the IRS had
indicated that REITs may apply the principles of proposed Treasury Regulations to determine whether such foreign currency gain constitutes
qualifying income under the gross income tests. As a result, we anticipate that any foreign currency gain we
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recognized relating to rents we receive from our property located in Canada was qualifying income for purposes of the 75% and 95% gross
income tests. Any foreign currency gains recognized after July 30, 2008, to the extent attributable to specific items of qualifying income or gain,
or specific qualifying assets, however, generally will not constitute gross income for purposes of the 75% and 95% gross income tests, and
therefore will be exempt from these tests.

Dividends we receive from our taxable REIT subsidiaries will qualify under the 95%, but not the 75%, gross income test.

The Department of Treasury has the authority to determine whether any item of income or gain recognized after July 30, 2008, which does not
otherwise qualify under the 75% or 95% gross income tests, may be excluded as gross income for purposes of such tests or may be considered
income that qualifies under either such test.

If we fail to satisfy one or both of the 75% or 95% gross income tests for any taxable year, we may nevertheless qualify as a REIT for the year if
we are entitled to relief under certain provisions of the Code. Commencing with our taxable year beginning January 1, 2005, we generally may
make use of the relief provisions if:

� our failure to meet these tests was due to reasonable cause and not due to willful neglect; and

� following our identification of the failure to meet the 75% or 95% gross income tests for any taxable year, we file a schedule with the
IRS setting forth each item of our gross income for purposes of the 75% or 95% gross income tests for such taxable year in
accordance with Treasury Regulations.

For our taxable year ended December 31, 2006, we generally may avail ourselves of the relief provisions if:

� our failure to meet these tests was due to reasonable cause and not due to willful neglect;

� we attach a schedule of the sources of our income to our U.S. federal income tax return; and

� any incorrect information on the schedule was not due to fraud with intent to evade tax.
It is not possible, however, to state whether in all circumstances we would be entitled to the benefit of these relief provisions. For example, if we
fail to satisfy the gross income tests because nonqualifying income that we intentionally accrue or receive exceeds the limits on nonqualifying
income, the IRS could conclude that our failure to satisfy the tests was not due to reasonable cause. If these relief provisions do not apply to a
particular set of circumstances, we will not qualify as a REIT. As discussed above, even if these relief provisions apply, and we retain our status
as a REIT, a tax would be imposed with respect to our nonqualifying income. We may not always be able to comply with the gross income tests
for REIT qualification despite periodic monitoring of our income.

Prohibited Transaction Income

Any gain we realize on the sale of any property, other than foreclosure property, held as inventory or otherwise primarily for sale to customers in
the ordinary course of business, will be treated as income from a prohibited transaction that is subject to a 100% penalty tax. Whether property is
held primarily for sale to customers in the ordinary course of a trade or business depends on all the facts and circumstances surrounding the
particular transaction. We intend to engage in the business of acquiring, developing and owning our properties for investment with a view to
long-term appreciation. We have made, and may in the future make, occasional sales of the properties consistent with our investment objectives.
We do not intend to engage in prohibited transactions. The IRS may contend, however, that one or more of these sales is subject to the 100%
penalty tax.
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Penalty Tax

Any redetermined rents, redetermined deductions or excess interest we generate will be subject to a 100% penalty tax. In general, redetermined
rents are rents from real property that are overstated as a result of any services furnished to any of our tenants by one of our TRSs, and
redetermined deductions and excess interest generally represent any amounts that are deducted by a TRS for amounts paid to us that are in
excess of the amounts that would have been deducted based on arm�s-length negotiations. Rents we receive will not constitute redetermined rents
if they qualify for certain safe harbor provisions contained in the Code.

We believe that all fees paid to our TRSs for tenant services are at arm�s-length rates, although the fees may not satisfy the safe harbor provisions
referenced above. These determinations are inherently factual, and the IRS has broad discretion to assert that amounts paid between related
parties should be reallocated to clearly reflect their respective incomes. If the IRS successfully makes such an assertion, we would be required to
pay a 100% penalty tax on the excess of an arm�s-length fee for tenant services over the amount actually paid.

Annual Distribution Requirements

To maintain our qualification as a REIT, we are required to make distributions (other than those designated as capital gain dividends) to our
shareholders each year in an amount at least equal to (A) the sum of (i) 90% of our �REIT taxable income� (computed before deductions for
dividends paid and excluding net capital gain) and (ii) 90% of our net income (after tax), if any, from foreclosure property; minus (B) the excess
of the sum of certain items of noncash income (i.e., income attributable to leveled stepped rents, original issue discount on purchase money debt,
or a like- kind exchange that is later determined to be taxable) over 5% of �REIT taxable income� as described above.

In addition, if we dispose of any asset we acquired from a corporation which is or has been a Subchapter C corporation in a transaction in which
our basis in the asset is determined by reference to the basis of the asset in the hands of that Subchapter C corporation, within the ten year period
following our acquisition of such asset, we would be required to distribute at least 90% of the after-tax built in gain, if any, we recognized on the
disposition of the asset.

We must pay the distributions described above in the taxable year to which they relate (�current distributions�), or, at our election, in the following
taxable year if they are either (i) declared before we timely file our tax return for such year and paid on or before the first regular distribution
payment after such declaration, provided such payment is made during the twelve months following the close of such year (�throwback
distributions�) or (ii) paid during January to shareholders of record in October, November or December of the prior year (�deemed current
distributions�).

To the extent that we do not distribute all of our net capital gain or distribute at least 90%, but less than 100%, of our �REIT taxable income,� as
adjusted, we will be subject to tax thereon at regular ordinary and capital gain corporate tax rates. In addition, we would be subject to a 4%
excise tax to the extent we fail to distribute during each 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 immediately following such year) at least the sum of 85% of our REIT ordinary
income for such year, 95% of our REIT capital gain income for the year (other than certain long-term capital gains for which we make a capital
gains designation and on which we pay the tax), and any undistributed taxable income from prior periods. Any REIT taxable income and net
capital gain on which a REIT-level corporate income tax is imposed for any year is treated as an amount distributed during that year for purposes
of calculating the excise tax.

We believe we have made, and intend to continue to make, timely distributions sufficient to satisfy these annual distribution requirements.

We generally expect that our REIT taxable income will be less than our cash flow because of the allowance of depreciation and other non-cash
charges included in computing REIT taxable income. Accordingly, we anticipate
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that we generally will have sufficient cash or liquid assets to enable us to satisfy the distribution requirements described above. However, from
time to time, we may not have sufficient cash or other liquid assets to meet these distribution requirements because of timing differences
between the actual receipt of income and actual payment of deductible expenses, and the inclusion of income and deduction of expenses in
arriving at our taxable income. In addition, we may decide to retain our cash, rather than distribute it, in order to repay debt or for other reasons.
Further, it is possible that from time to time we may be allocated a share of net capital gain attributable to any depreciated property we sell that
exceeds our allocable share of cash attributable to that sale. If these circumstances occur, we may need to arrange for borrowings, or may need to
pay distributions in the form of taxable stock distributions, in order to meet the distribution requirements. The IRS recently issued guidance that
sets forth a safe harbor for certain part-stock and part-cash REIT distributions for 2008 and 2009 that will satisfy the REIT distribution
requirements. Under this guidance, up to 90% of our distributions could be paid in our common shares.

Under certain circumstances, we may be able to rectify an inadvertent failure (due to, for example, an IRS adjustment such as an increase in our
taxable income or a reduction in reported expenses) to meet the 90% distribution requirement for a year by paying �deficiency dividends� to
shareholders in a later year, which may be included in our deduction for dividends paid for the earlier year. Thus, we may be able to avoid being
taxed on amounts distributed as deficiency dividends, subject to the 4% excise tax described below. However, we will be required to pay interest
to the IRS based on the amount of any deduction taken for deficiency dividends.

Failure to Qualify

Certain cure provisions may be available to us in the event that we discover a violation of a provision of the Code that would result in our failure
to qualify as a REIT. Except with respect to violations of the gross income tests and assets tests (for which the cure provisions are described
above), and provided the violation is due to reasonable cause and not due to willful neglect, these cure provisions generally impose a $50,000
penalty for each violation in lieu of a loss of REIT status. If we fail to qualify for taxation as a REIT in any taxable year, and the relief
provisions do not apply, we will be subject to tax (including any applicable alternative minimum tax) on our taxable income at regular corporate
rates. Distributions to shareholders in any year in which we fail to qualify will not be deductible by us, and we will not be required to distribute
any amounts to our shareholders. As a result, our failure to qualify as a REIT would reduce the cash available for distribution by us to our
shareholders. In addition, if we fail to qualify as a REIT, all distributions to shareholders would be taxable as ordinary income to the extent of
our current and accumulated earnings and profits, and, subject to certain limitations of the Code, corporate distributees may be eligible for the
dividends received deduction. Unless entitled to 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 lost our qualification. As a result, our failure to qualify as a REIT would likely
reduce the cash available for distribution to our shareholders. In addition, if we fail to qualify as a REIT, all distributions to our shareholders will
be taxable as regular corporate dividends to the extent of our current and accumulated earning and profits. In this event, subject to certain
limitations under the Code, corporate distributees may be eligible for the dividends-received deduction and individual distributees may be
eligible for preferential rates, if any, on any qualified dividend income. It is not possible to state whether in all circumstances we would be
entitled to this statutory relief.

Taxation of Taxable U.S. Shareholders

The following summary describes certain U.S. federal income tax consequences to U.S. shareholders with respect to an investment in our shares.
This discussion does not address the tax consequences to persons who receive special treatment under the U.S. federal income tax law.
Shareholders subject to special treatment include, without limitation, insurance companies, financial institutions or broker-dealers, tax-exempt
organizations, shareholders holding securities as part of a conversion transaction, or a hedge or hedging transaction or as a position in a straddle
for tax purposes, foreign corporations or partnerships and persons who are not citizens or residents of the United States. If you are a �U.S.
shareholder,� as defined below, this section or the section entitled �Taxation of Tax-Exempt Shareholders� applies to you. Otherwise, the section
entitled �Taxation of Non-U.S. Shareholders,� applies to you.
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As used herein, the term �U.S. shareholders� means a holder of shares who, for U.S. federal income tax purposes is:

� a citizen or resident of the United States;

� a corporation, partnership or other entity classified as a corporation or partnership for U.S. federal income tax purposes, created or
organized in or under the laws of the United States or any political subdivision thereof unless, in the case of a partnership, Treasury
Regulations provide otherwise;

� an estate the income of which is subject to U.S. federal income taxation regardless of its source; or

� a trust that is subject to the primary supervision of a U.S. court and which has one or more U.S. persons who have the authority to
control all substantial decisions of the trust or has a valid election in effect under applicable Treasury Regulations to be treated as a
U.S. person.

Distributions Generally

As long as we qualify as a REIT, distributions made out of our current or accumulated earnings and profits (and not designated as capital gain
dividends), generally will constitute dividends taxable to our U.S. shareholders as ordinary income when actually or constructively received. For
purposes of determining whether distributions to holders of shares are out of current or accumulated earnings and profits, our earnings and
profits will be allocated first to our outstanding preferred shares and then to our common shares. These distributions will not be eligible for the
dividends-received deduction in the case of U.S. shareholders that are corporations.

Because we generally are not subject to U.S. federal income tax on the portion of our REIT taxable income distributed to our shareholders, our
ordinary distributions generally are not �qualified dividend income� eligible for the reduced 15% rate available to most non-corporate taxpayers
through 2010 under the Tax Increase Prevention and Reconciliation Act of 2006, and will continue to be taxed at the higher tax rates applicable
to ordinary income. However, the reduced 15% rate does apply to our distributions:

� designated as long-term capital gain dividends (except to the extent attributable to real estate depreciation, in which case such
distributions continue to be subject to tax at a 25% rate);

� to the extent attributable to dividends received by us from non-REIT corporations or other taxable REIT subsidiaries; and

� to the extent attributable to income upon which we have paid corporate income tax (for example, if we distribute taxable income that
we retained and paid tax on in the prior year).

It is not likely that a significant amount of our distributions paid to individual U.S. shareholders will constitute �qualified dividend income�
eligible for the current reduced tax rate of 15%.

To the extent that we make distributions (not designated as capital gain dividends) in excess of our current and accumulated earnings and profits,
these distributions will be treated as a tax-free return of capital to each U.S. shareholder. This treatment will reduce the adjusted basis which
each U.S. shareholder has in his or her shares of stock for tax purposes by the amount of the distribution (but not below zero). Distributions in
excess of a U.S. shareholders� adjusted basis in his or her shares will be taxable as capital gains (provided that the shares have been held as a
capital asset) and will be taxable as long-term capital gain if the shares have been held for more than one year. Distributions we declare in
October, November, or December of any year and payable to a shareholder of record on a specified date in any of these months shall be treated
as both paid by us and received by the shareholders on December 31 of that year, provided we actually pay the distribution on or before
January 31 of the following calendar year. U.S. Shareholders may not include in their own income tax returns any of our net operating losses or
capital losses.
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guidance, will be taxable to recipient U.S. shareholders to the same extent as if paid in cash. See �Taxation of the Company�Annual Distribution
Requirements� above.
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Capital Gain Distributions

Distributions that we properly designate as capital gain dividends (and undistributed amounts for which we properly make a capital gains
designation) will be taxable to U.S. shareholders as gains (to the extent that they do not exceed our actual net capital gain for the taxable year)
from the sale or disposition of a capital asset. Depending on the period of time we have held the assets which produced these gains, and on
certain designations, if any, which we may make, these gains may be taxable to non-corporate U.S. shareholders at either a 15% or 25% rate,
depending on the nature of the asset giving rise to the gain. Corporate U.S. shareholders may, however, be required to treat up to 20% of certain
capital gain dividends as ordinary income.

Passive Activity Losses and Investment Interest Limitations

Distributions we make and gain arising from the sale or exchange by a U.S. shareholder of our shares will be treated as portfolio income. As a
result, U.S. shareholders generally will not be able to apply any �passive losses� against this income or gain. A U.S. shareholder may elect to treat
capital gain dividends, capital gains from the disposition of stock and qualified dividend income as investment income for purposes of
computing the investment interest limitation, but in such case, the shareholders will be taxed at ordinary income rates on such amounts. Other
distributions we make (to the extent they do not constitute a return of capital) generally will be treated as investment income for purposes of
computing the investment interest limitation. Gain arising from the sale or other disposition of our shares, however, will not be treated as
investment income under certain circumstances.

Retention of Net Long-Term Capital Gains

We may elect to retain, rather than distribute as a capital gain dividend, our net long-term capital gains. If we make this election (a �Capital Gains
Designation�) we would pay tax on our retained net long-term capital gains. In addition, to the extent we make a Capital Gains Designation, a
U.S. shareholder generally would:

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

� be deemed to have paid the capital gains tax imposed on us on the designated amounts included in the U.S. shareholder�s long-term
capital gains;

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

� increase the adjusted basis of its shares by the difference between the amount of includable gains and the tax deemed to have been
paid by it; and

� in the case of a U.S. shareholder that is a corporation, appropriately adjust its earnings and profits for the retained capital gains in
accordance with Treasury Regulations to be promulgated.

Dispositions of Shares

Generally, if you are a U.S. shareholder and you sell or dispose of your shares, you will recognize gain or loss for U.S. federal income tax
purposes in an amount equal to the difference between (i) the amount of cash and the fair market value of any property you receive on the sale or
other disposition and (ii) your adjusted basis in the shares for tax purposes. This gain or loss will be capital in nature if you have held the shares
as a capital asset and will be long- term capital gain or loss if you have held the shares for more than one year. However, if you are a U.S.
shareholder and you recognize loss upon the sale or other disposition of shares that you have held for six months or less (after applying certain
holding period rules), the loss you recognize will be treated as a long-term capital loss, to the extent you received distributions from us or which
were retained by us and which were required to be treated as long-term capital gains.
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whose ordinary income is taxed at a 10% or 15% rate, the 15% rate is reduced to 5%. Absent future legislation, the maximum tax rate on
long-term capital gains for individuals will return to 20% in 2011.

Redemption of Shares

If we redeem any of our shares held by you, the tax treatment of the redemption must be determined based on facts at the time of redemption. In
general, you will recognize gain or loss (as opposed to dividend income) equal to the difference between the amount received by you in the
redemption and your adjusted tax basis in your shares redeemed if such redemption results in a �complete termination� of your interest in all
classes of our equity securities, is a �substantially disproportionate redemption� or is �not essentially equivalent to a dividend� within the meaning of
Section 302(b) of the Code with respect to you.

In applying these tests, you must take into account your ownership of all classes of our equity securities. You also must take into account any
equity securities that are considered to be constructively owned by you under the Code.

If, as a result of a redemption by us of your shares, you no longer own (either actually or constructively) any of our equity securities or only own
(actually and constructively) an insubstantial percentage of our equity securities, then it is likely that the redemption of your shares would be
considered �not essentially equivalent to a dividend� and, thus, would result in gain or loss to you. Gain from the sale or exchange of our shares
held for more than one year is taxed at a maximum long-term capital gain rate of 15% through 2010. However, whether a distribution is �not
essentially equivalent to a dividend� depends on all of the facts and circumstances, and if you rely on any of these tests at the time of redemption,
you should consult your tax advisor to determine their application to your situation.

Generally, if the redemption does not meet the tests described above, then the proceeds received by you from the redemption of your shares will
be treated as a distribution taxable as a dividend to the extent of the allocable portion of current or accumulated earnings and profits. The amount
of the dividend will be the amount of cash and the fair market value of any property received. If the redemption is taxed as a dividend, your
adjusted tax basis in the redeemed shares will be transferred to any other shares in us that you own. If you own no other shares in us, under
certain circumstances, such basis may be transferred to a related person, or it may be lost entirely.

Backup Withholding

We report to our U.S. shareholders and the IRS the amount of distributions paid during each calendar year, and the amount of any tax withheld.
Under the backup withholding rules, a shareholder may be subject to backup withholding with respect to distributions paid at the fourth lowest
rate of tax under Section 1(c) of the Code (which is currently 28%) unless the holder is a corporation or comes within certain other exempt
categories and, when required, demonstrates this fact, or provides a taxpayer identification number, certifies as to no loss of exemption from
backup withholding, and otherwise complies with applicable requirements of the backup withholding rules. A U.S. shareholder that does not
provide us with its correct taxpayer identification number may also be subject to penalties imposed by the IRS. Backup withholding is not an
additional tax. Any amount paid as backup withholding will be creditable against the shareholders� income tax liability. 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. See ��Taxation of
Non-U.S. shareholders.�

Taxation of Tax-Exempt Shareholders

The IRS has ruled that amounts distributed as dividends by a REIT to a tax-exempt employees� pension trust do not constitute unrelated business
taxable income (�UBTI�). Based on that ruling, dividend income from us should not be UBTI to a tax-exempt shareholder so long as the
tax-exempt shareholder (except certain tax-exempt shareholders described below) has not held its shares as �debt financed property� within the
meaning of the Code and the shares are not otherwise used in an unrelated trade or business of the tax-exempt entity.
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Generally, �debt financed property� is property the acquisition of which was financed through a borrowing by the tax-exempt shareholder.
Similarly, income from the sale of shares will not constitute UBTI unless a tax-exempt shareholder has held its shares as �debt financed property�
within the meaning of the Code or has used the shares in a trade or business.

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

Notwithstanding the above, however, a portion of the dividends paid by a �pension held REIT� may be treated as UBTI to certain types of trusts
that hold more than 10% (by value) of the interests in the REIT. A pension held REIT is any REIT if more than 25% (by value) of its shares are
owned by at least one pension trust, or one or more pension trusts, each of which owns more than 10% (by value) of such shares, and in the
aggregate such pension trusts own more than 50% (by value) of its shares. We do not expect to be classified as a �pension held REIT,� but because
our shares are publicly traded, we cannot guarantee this will always be the case.

Tax-exempt shareholders should consult their own tax advisors concerning the U.S. federal, state, local and foreign tax consequences of
an investment in our shares.

Taxation of Non-U.S. Shareholders

The rules governing U.S. federal income taxation of the ownership and disposition of shares by persons that are not U.S. shareholders (�Non-U.S.
shareholders�) are complex. No attempt is made herein to provide more than a brief summary of such rules. Accordingly, this discussion does not
address all aspects of U.S. federal income taxation that may be relevant to a Non-U.S. shareholder in light of its particular circumstances and
does not address any state, local or foreign tax consequences. Non-U.S. shareholders should consult their own tax advisors to determine the
impact of U.S. federal, state, local and foreign tax consequences to them of an investment in our shares, including tax return filing
requirements.

Distributions

Distributions (including certain stock distributions) that are neither attributable to gain from our sale or exchange of U.S. real property interests
nor designated by us as capital gain dividends will be treated as dividends of ordinary income to the extent that they are made out of our current
or accumulated earnings and profits. Such distributions ordinarily will be subject to U.S. withholding tax at a 30% rate or such lower rate as may
be specified by an applicable income tax treaty unless the distributions are treated as effectively connected with the conduct by you of a U.S.
trade or business (or, if an income tax treaty applies, are attributable to a U.S. permanent establishment of the Non-U.S. shareholder). Under
certain treaties, however, lower withholding rates generally applicable to dividends do not apply to dividends from a REIT. Certain certification
and disclosure requirements must be satisfied to be exempt from withholding under the effectively connected income exemption. In general,
Non-U.S. shareholders will not be considered engaged in a U.S. trade or business (or in the case of an income tax treaty, as having a U.S.
permanent establishment) solely by reason of their ownership of shares.

Distributions that are treated as effectively connected with such a trade or business (or, if an income tax treaty applies, is attributable to a U.S.
permanent establishment of the Non-U.S. shareholder) will be subject to tax on a net basis (that is, after allowance for deductions) at graduated
rates, in the same manner as dividends paid to U.S. shareholders are subject to tax, and are generally not subject to withholding. Any such
distributions received by a Non-U.S. shareholder that is a corporation also may be subject to an additional branch profits tax at a 30% rate or
such lower rate as may be specified by an applicable income tax treaty.
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We expect to withhold U.S. federal income tax at the rate of 30% on any distributions made to a Non-U.S. shareholder unless:

� a lower treaty rate applies and you file with us an IRS Form W-8BEN evidencing eligibility for such reduced treaty rate of
withholding; or

� you file an IRS Form W-8ECI with us claiming that the distribution is income effectively connected with your trade or business.
Return of Capital Distributions

Distributions in excess of our current and accumulated earnings and profits will not be taxable to you to the extent that such distributions do not
exceed your adjusted basis in our shares, but rather will reduce the adjusted basis of such shares. Distributions in excess of your adjusted basis in
our shares will give rise to gain from the sale or exchange of such shares. The tax treatment of this gain is described below.

For withholding purposes, we expect to treat all distributions as made out of our current or accumulated earnings and profits. However, amounts
withheld generally should be refundable if it is subsequently determined that the distribution was, in fact, in excess of our current and
accumulated earnings and profits.

Capital Gain Dividends and Distributions Attributable to a Sale or Exchange of U.S. Real Property Interests

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

� the investment in our shares is treated as effectively connected with your U.S. trade or business, in which case you will be subject to
the same treatment as U.S. shareholders with respect to such gain, except that a Non-U.S. shareholder (or, if an income tax treaty
applies, it is attributable to a U.S. permanent establishment of the Non-U.S. shareholder) that is a foreign corporation may also be
subject to the 30% branch profits tax, as discussed above; or

� you are a nonresident alien individual who is present in the U.S. for 183 days or more during the taxable year and certain other
conditions are met, in which case you will be subject to a 30% tax on your capital gains.

For each year during which we qualify as a REIT, distributions that are attributable to net capital gain from the sale or exchange of U.S. real
property interests, such as properties beneficially owned by us, will be taxed to a Non-U.S. shareholder under the provisions of the Foreign
Investment in Real Property Tax Act of 1980 (�FIRPTA�). Under FIRPTA, such distributions paid to a Non-U.S. shareholder who owns more than
5% of the value of our shares at any time during the one-year period ending on the date of distribution will be subject to U.S. federal income tax
as income effectively connected with a U.S. trade or business. The FIRPTA tax will apply to these distributions whether or not the distribution is
designated as a capital gain dividend.

Generally, you will be taxed at the same capital gain rates applicable to U.S. shareholders (subject to applicable alternative minimum tax and a
special alternative minimum tax in the case of nonresident alien individuals). We will be required to withhold and to remit 35% (or 15% to the
extent provided in Treasury Regulations) of any distribution to you that could be treated as a capital gain dividend. The amount withheld is
creditable against your U.S. federal income tax liability. However, any distribution with respect to any class of shares which is regularly traded
on an established securities market located in the United States is not subject to FIRPTA, and therefore, not subject to the 35% U.S. withholding
tax described above, if you did not own more than 5% of such class of shares at any time during the one-year period ending on the date of the
distribution (the �5% Exception�). Instead, such distributions will be treated as ordinary dividend distributions.
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Retention of Net Capital Gains

Although the law is not clear on the matter, it appears that amounts designated by us as retained capital gains in respect of the shares held by
Non-U.S. shareholders generally should be treated in the same manner as actual distributions by us of capital gain dividends. Under this
approach, you would be able to offset as a credit against your U.S. federal income tax liability resulting from your proportionate share of the tax
paid by us on such retained capital gains, and to receive from the IRS a refund to the extent your proportionate share of such tax paid by us
exceeds your actual U.S. federal income tax liability.

Sale of Shares

Gain recognized by a Non-U.S. shareholder upon the sale or exchange of our shares generally will not be subject to U.S. taxation unless such
shares constitutes a U.S. real property interest. Our shares will not constitute a U.S. real property interest so long as (i) we are a
domestically-controlled qualified investment entity, which includes a REIT, if at all times during a specified testing period less than 50% in
value of its stock is held directly or indirectly by non-U.S. shareholders or (ii) such class of our shares is regularly traded, as defined by
applicable Treasury regulations, on an established securities market such as the NYSE; and you owned, actually and constructively, 5% or less
in value of such class of our shares throughout the shorter of the period during which you held such shares or the five-year period ending on the
date of the sale or exchange.

Notwithstanding the foregoing, gain from the sale or exchange of our shares not otherwise subject to FIRPTA will be taxable to you if either
(1) the investment in our shares is treated as effectively connected with your U.S. trade or business or (2) you are a nonresident alien individual
who is present in the U.S. for 183 days or more during the taxable year and certain other conditions are met. In addition, even if we are a
domestically controlled qualified investment entity, upon disposition of our shares (subject to the 5% exception applicable to regularly traded
stock described above), you may be treated as having gain from the sale or exchange of a U.S. real property interest if you (1) dispose of our
shares within a 30-day period preceding the ex-dividend date of a distribution, any portion of which, but for the disposition, would have been
treated as gain from the sale or exchange of a U.S. real property interest and (2) acquire, or enter into a contract or option to acquire, or are
deemed to acquire, substantially identical shares during the 61 day period beginning 30 days before the ex-dividend date.

If gain on the sale or exchange of our shares were subject to taxation under FIRPTA, you would be subject to regular U.S. federal income tax
with respect to such gain in the same manner as a taxable U.S. shareholder (subject to any applicable alternative minimum tax and a special
alternative minimum tax in the case of nonresident alien individuals). In addition, if our shares are not then traded on an established securities
market, the purchaser of the shares would be required to withhold and remit to the IRS 10% of the purchase price. If amounts withheld on a sale,
redemption, repurchase, or exchange of our shares exceed the Non-U.S. shareholder�s tax liability resulting from such disposition, such excess
may be refunded or credited against such Non-U.S. shareholder�s U.S. federal income tax liability, provided that the required information is
provided to the IRS on a timely basis. Amounts withheld on any such sale, exchange or other taxable disposition of our shares may not satisfy a
Non-U.S. shareholder�s entire tax liability under FIRPTA, and such Non-U.S. shareholder remains liable for the timely payment of any remaining
tax liability.

Backup Withholding Tax and Information Reporting

Generally, we must report annually to the IRS the amount of distributions paid to you, your name and address, and the amount of tax withheld, if
any. A similar report is sent to you. Pursuant to tax treaties or other agreements, the IRS may make its reports available to tax authorities in your
country of residence.

Payments of distributions or of proceeds from the disposition of shares made to you may be subject to information reporting and backup
withholding unless you establish an exemption, for example, by properly certifying your Non-U.S. shareholder status on an IRS Form W-8BEN
or another appropriate version of IRS
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Form W-8. Notwithstanding the foregoing, backup withholding and information reporting may apply if either we have or our paying agent has
actual knowledge, or reason to know, that you are a U.S. person.

Backup withholding is not an additional tax. Rather, the U.S. federal income tax liability of persons subject to backup withholding will be
reduced by the amount of tax withheld. If withholding results in an overpayment of taxes, a refund or credit may be obtained, provided that the
required information is furnished to the IRS.

Taxation of Holders of Our Debt Securities

The following summary describes certain of the principal U.S. federal income tax consequences of ownership and disposition of our debt
securities. This discussion assumes the debt securities will be issued without original issue discount, sometimes referred to as �OID.� OID with
respect to a debt security is the excess, if any, of the debt security�s �stated redemption price at maturity� over its �issue price.� The �stated redemption
price at maturity� is the sum of all payments provided by the debt security, whether designated as interest or as principal, other than payments of
�qualified stated interest.� Interest on a debt security generally will constitute qualified stated interest if the interest is unconditionally payable, or
will be constructively received under Section 451 of the Code, in cash or in property, other than debt instruments issued by us, at least annually
at a single fixed rate. The �issue price� of a debt security is the first price at which a substantial amount of the debt securities in the issuance that
includes such debt security is sold for money, excluding sales to bond houses, brokers or similar persons or organizations acting in the capacity
of underwriters, placement agents or wholesalers. The amount of OID with respect to a debt security will be treated as zero if the OID is less
than an amount equal to 0.0025 multiplied by the product of the stated redemption price at maturity and the number of complete years to
maturity, or, in the case of a debt security that provides for payment of any amount other than qualified stated interest prior to maturity, the
weighted average maturity of the debt security. If one or more series of debt securities are issued with OID, disclosure concerning the tax
considerations arising therefrom will be included with the applicable prospectus supplement or other applicable offering materials under which
those securities are offered.

Taxation of Taxable U.S. Debt Holders

As used herein, the term �U.S. debt holders� means a holder of our debt securities who, for U.S. federal income tax purposes is:

� a citizen or resident of the United States;

� a corporation, partnership or other entity classified as a corporation or partnership for U.S. federal income tax purposes, created or
organized in or under the laws of the United States or any political subdivision thereof unless, in the case of a partnership, Treasury
Regulations provide otherwise;

� an estate the income of which is subject to U.S. federal income taxation regardless of its source; or

� a trust that is subject to the primary supervision of a U.S. court and which has one or more U.S. persons who have the authority to
control all substantial decisions of the trust or has a valid election in effect under applicable Treasury Regulations to be treated as a
U.S. person.

If you are a U.S. debt holder, this section applies to you. Otherwise, the section entitled �Taxation of Non-U.S. Debt Holders,� applies to you.

Stated Interest

U.S. debt holders generally must include interest on the debt securities in their U.S. federal taxable income as ordinary income:

� when it accrues, if the U.S. debt holder uses the accrual method of accounting for U.S. federal income tax purposes; or
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If we redeem or otherwise repurchase any of our debt securities, we may be obligated to pay additional amounts in excess of stated principal and
interest. We intend to take the position that the debt securities should not be treated as contingent payment debt instruments because of this
additional payment. Assuming such position is respected, a U.S. debt holder would be required to include in income the amount of any such
additional payment at the time such payment is received or accrued in accordance with such U.S. debt holder�s method of accounting for U.S.
federal income tax purposes. If the IRS successfully challenged this position, and the debt securities were treated as contingent payment debt
instruments, U.S. debt holders could be required to accrue interest income at a rate higher than the stated interest rate on the debt securities and
to treat as ordinary income, rather than capital gain, any gain recognized on a sale, exchange or redemption of a debt security. U.S. debt holders
are urged to consult their tax advisors regarding the potential application to the debt securities of the contingent payment debt instrument rules
and the consequences thereof.

Sale, Exchange or Other Taxable Disposition of the Debt Securities

Unless a nonrecognition provision applies, U.S. debt holders must recognize taxable gain or loss on the sale, exchange, redemption, retirement
or other taxable disposition of a debt security. The amount of gain or loss equals the difference between (i) the amount the U.S. debt holder
receives for the debt security in cash or other property, valued at fair market value, less the amount thereof that is attributable to accrued but
unpaid interest on the debt security and (ii) the U.S. debt holder�s adjusted tax basis in the debt security. A U.S. debt holder�s initial tax basis in a
debt security generally will equal the price the U.S. debt holder paid for the debt security.

Gain or loss generally will be long-term capital gain or loss if at the time the debt security is disposed of it has been held for more than one year.
Otherwise, it will be a short-term capital gain or loss.

Payments attributable to accrued interest which have not yet been included in income will be taxed as ordinary interest income. The maximum
U.S. federal income tax rate on long-term capital gain on most capital assets held by an individual is currently 15%. The U.S. federal income tax
laws relating to this 15% tax rate are scheduled to �sunset� or revert to provisions of prior law effective for taxable years beginning after
December 31, 2010, at which time the capital gains tax rate will be increased to 20%. The deductibility of capital losses is subject to limitations.

Information Reporting and Backup Withholding

Backup withholding at the applicable statutory rate may apply when a U.S. debt holder receives interest payments on a debt security or proceeds
upon the sale or other disposition of a debt security. Certain holders including, among others, corporations, financial institutions and certain
tax-exempt organizations, are generally not subject to backup withholding. In addition, backup withholding will not apply to a U.S. debt holder
who provides his or her social security or other taxpayer identification number in the prescribed manner unless:

� the IRS notifies us or our paying agent that the taxpayer identification number provided is incorrect;

� the U.S. debt holder fails to report interest and dividend payments received on the U.S. debt holder�s tax return and the IRS notifies us
or our paying agent that backup withholding is required; or

� the U.S. debt holder fails to certify under penalty of perjury that backup withholding does not apply.
A U.S. debt holder who provides us or our paying agent with an incorrect taxpayer identification number may be subject to penalties imposed by
the IRS. If backup withholding does apply, the U.S. debt holder may request a refund of the amounts withheld or use the amounts withheld as a
credit against the U.S. debt holder�s U.S. federal income tax liability as long as the U.S. debt holder provides the required information to the IRS.
U.S. debt holders should consult their tax advisors as to their qualification for exemption from backup withholding and the procedures for
obtaining the exemption.

We will be required to furnish annually to the IRS and to U.S. debt holders information relating to the amount of interest paid on the debt
securities, and that information reporting may also apply to payments of
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proceeds from the sale of the debt securities to those holders. Some U.S. debt holders, including corporations, financial institutions and certain
tax-exempt organizations, generally are not currently subject to information reporting.

Taxation of Non-U.S. Debt Holders

This section applies to you if you are not a U.S. debt holder, as defined above (�Non-U.S. debt holders�).

Special rules may apply to certain Non-U.S. debt holders such as �controlled foreign corporations� and �passive foreign investment companies.�
Such entities are encouraged to consult their tax advisors to determine the U.S. federal, state, local and other tax consequences that may be
relevant to them.

Payments of Interest

Interest paid to a Non-U.S. debt holder will not be subject to U.S. federal income taxes or withholding tax if the interest is not effectively
connected with the Non-U.S. debt holder�s conduct of a trade or business within the United States, and the Non-U.S. debt holder:

� does not actually or constructively own a 10% or greater interest in the total combined voting power of all classes of our voting
stock;

� is not a controlled foreign corporation with respect to which we are a �related person� within the meaning of Section 864(d)(4) of the
Code;

� is not a bank that received such debt securities on an extension of credit made pursuant to a loan agreement entered into in the
ordinary course of its trade or business; and

� provides the appropriate certification as to the Non-U.S. debt holder�s status. A Non-U.S. debt holder can generally meet this
certification requirement by providing a properly executed IRS Form W-8BEN or appropriate substitute form to us or our paying
agent. If the debt securities are held through a financial institution or other agent acting on the Non-U.S. debt holder�s behalf, the
Non-U.S. debt holder may be required to provide appropriate documentation to the agent. The agent will then generally be required
to provide appropriate certifications to us or our paying agent, either directly or through other intermediaries. Special certification
rules apply to foreign partnerships, estates and trusts, and in certain circumstances certifications as to foreign status of partners, trust
owners or beneficiaries may have to be provided to us or our paying agent.

If a Non-U.S. debt holder does not qualify for an exemption under these rules, interest income from the debt securities may be subject to
withholding tax at the rate of 30% (or lower applicable treaty rate) at the time such interest is paid. The payment of interest effectively connected
with a U.S. trade or business, however, would not be subject to a 30% withholding tax so long as the Non-U.S. debt holder provides us or our
paying agent an adequate certification (currently on IRS Form W-8ECI), but such interest would be subject to U.S. federal income tax on a net
basis at the rates applicable to U.S. persons generally. In addition, if the payment of interest is effectively connected with a foreign corporation�s
conduct of a U.S. trade or business, that foreign corporation may also be subject to a 30% (or lower applicable treaty rate) branch profits tax. To
claim the benefit of a tax treaty, a Non-U.S. debt holder must provide a properly executed IRS Form W-8BEN before the payment of interest
and a Non-U.S. debt holder may be required to obtain a U.S. taxpayer identification number and provide documentary evidence issued by
foreign governmental authorities to prove residence in the foreign country.

Sale, Exchange or Other Taxable Disposition of Debt Securities

Non-U.S. debt holders generally will not be subject to U.S. federal income tax on any amount which constitutes capital gain upon a sale,
exchange, redemption, retirement or other taxable disposition of a debt security, unless either of the following is true:
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� the Non-U.S. debt holder is a nonresident alien individual holding the debt security as a capital asset, is present in the United States
for 183 or more days in the taxable year within which the sale, redemption or other disposition takes place, and certain other
requirements are met.

For Non-U.S. debt holders described in the first bullet point above, the net gain derived from the retirement or disposition of the debt securities
generally would be subject to U.S. federal income tax at the rates applicable to U.S. persons generally (or lower applicable treaty rate). In
addition, foreign corporations may be subject to a 30% (or lower applicable treaty rate) branch profits tax if the investment in the debt security is
effectively connected with the foreign corporation�s conduct of a U.S. trade or business. Non-U.S. debt holders described in the second bullet
point above will be subject to a flat 30% U.S. federal income tax on the gain derived from the retirement or disposition of their debt securities,
which may be offset by U.S. source capital losses, even though Non-U.S. debt holders are not considered residents of the United States.

Backup Withholding and Information Reporting

Backup withholding and information reporting generally will not apply to payments made to a Non-U.S. debt holder with respect to our debt
securities, provided that we do not have actual knowledge or reason to know that the Non-U.S. debt holder is a U.S. person and the holder has
given us the certification described above under �Taxation of Non-U.S. Debt Holders�Payments of Interest.� In addition, a Non-U.S. debt holder
will not be subject to backup withholding or information reporting with respect to the proceeds of the sale of debt securities within the United
States or conducted through certain U.S.-related financial intermediaries, if the payor receives the statement described above and does not have
actual knowledge or reason to know that the holder is a U.S. person, as defined in the Code, or the Non-U.S. debt holder otherwise establishes an
exemption. However, we may be required to report annually to the IRS and to a Non-U.S. debt holder the amount of, and the tax withheld with
respect to, any interest (including any OID) paid to the Non-U.S. debt holder, regardless of whether any tax was actually withheld. Copies of
these information returns may also be made available under the provisions of a specific treaty or agreement to the tax authorities of the country
in which the Non-U.S. debt holder resides.

A Non-U.S. debt holder generally will be entitled to credit any amounts withheld under the backup withholding rules against the holder�s U.S.
federal income tax liability, provided that the required information is furnished to the IRS in a timely manner. Non-U.S. debt holders should
consult their tax advisors regarding the application of backup withholding and information reporting in their particular situation, the availability
of an exemption therefrom, and the procedure for obtaining an exemption, if available.

Possible Legislative or Other Actions Affecting Tax Consequences

Prospective investors should recognize that the present U.S. federal income tax treatment of an investment in us may be modified by legislative,
judicial or administrative action at any time, and that any such action may affect investments and commitments previously made. The rules
dealing with U.S. federal income taxation are constantly under review by persons involved in the legislative process and by the IRS and the U.S.
Treasury Department, resulting in revisions of regulations and revised interpretations of established concepts as well as statutory changes.
Revisions in U.S. federal tax laws and interpretations thereof could adversely affect the tax consequences of an investment in us.

State and Local Tax Consequences

We may be subject to state or local taxation or withholding in various state or local jurisdictions, including those in which we transact business,
and our shareholders may be subject to state or local taxation or withholding in various state or local jurisdictions, including those in which they
reside. The state and local tax treatment of us may not conform to the U.S. federal income tax treatment discussed above. Several states in which
we may own properties treat REITs as ordinary Subchapter C corporations subject to tax at the corporate level. In addition, your state and local
tax treatment may not conform to the U.S. federal income tax treatment discussed above. You should consult your own tax advisors regarding
the effect of state and local tax laws on an investment in our shares.
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SELLING SECURITY HOLDERS

Selling security holders are persons or entities that, directly or indirectly, have acquired or will from time to time acquire from us common
shares, preferred shares, depositary shares, warrants, debt securities or units, as applicable, in various private transactions. Such selling security
holders may be parties to registration rights agreements with us, or we otherwise may have agreed or will agree to register their securities for
resale. The initial purchasers of our securities, as well as their transferees, pledgees, donees or successors, all of whom we refer to as �selling
security holders,� may from time to time offer and sell the securities pursuant to this prospectus and any applicable prospectus supplement.

The selling security holders may offer for sale all or some portion of the securities that they hold. To the extent that any of the selling security
holders are brokers or dealers, they are deemed to be, under interpretations of the SEC, �underwriters� within the meaning of the Securities Act.

The applicable prospectus supplement will set forth the name of each of the selling security holders and the number and classes of our securities
beneficially owned by such selling security holders that are covered by such prospectus supplement. The applicable prospectus supplement will
also disclose whether any of the selling security holders has held any position or office with, has been employed by or otherwise has had a
material relationship with us during the three years prior to the date of the prospectus supplement.

PLAN OF DISTRIBUTION

We and the selling security holders may sell common shares, preferred shares, depositary shares, warrants, debt securities and units:

� to or through underwriters or dealers or underwriting syndicate represented by one or more managing underwriters;

� to or through agents;

� directly to one or more purchasers, including our affiliates;

� in block trades;

� if indicated in the prospectus supplement, pursuant to delayed delivery contracts; or

� through any combination of these methods.
The distribution of common shares, preferred shares, depositary shares, warrants, debt securities and units may be effected from time to time in
one or more transactions either:

� at a fixed price or prices which may be changed;

� at market prices prevailing at the time of sale;

� at prices relating to those market prices; or
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For each offering of common shares, preferred shares, depositary shares, warrants, debt securities or units, the prospectus supplement or other
offering materials will describe:

� the plan of distribution;

� the terms of the offering;

� the names of any agents, dealers or underwriters;

� the name or names of any managing underwriter or underwriters;
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� the securities exchanges on which the securities will be listed, if any;

� the purchase price of the securities;

� the net proceeds to us from the sale of the securities;

� any delayed delivery arrangements;

� any underwriting discounts, commissions and other items constituting underwriters� compensation;

� any initial public offering price;

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

� any commissions paid to agents.
If underwriters are used in the sale, they will buy the securities for their own account. The underwriters may then resell from time to time the
securities in one or more transactions, including without limitation, negotiated transactions, at a fixed public offering price, at any market price
in effect at the time of sale or at a discount from any such market price or otherwise at varying prices determined by the underwriters at the time
of sale. The obligations of the underwriters to purchase the securities will be subject to certain conditions. The underwriters will be obligated to
purchase all the securities offered if they purchase any securities. Any discounts or concessions allowed or re-allowed or paid to dealers may be
changed by the underwriters from time to time.

In connection with the sale of the securities, underwriters may receive compensation from us, selling security holders or from purchasers of the
securities, for whom they may act as agents, in the form of discounts, concessions or commissions. Underwriters may sell the securities to or
through dealers, and these dealers may receive compensation in the form of discounts, concessions or commissions from the underwriters and/or
commissions from the purchasers for whom they may act as agents. Any public offering price and any discounts or concessions allowed,
reallowed, or paid to dealers may be changed from time to time. Underwriters, dealers and agents that participate in the distribution of the
securities may be deemed to be underwriters, and any discounts or commissions they receive from us, and any profit on the resale of the
securities they realize, may be deemed to be underwriting discounts and commissions, under the Securities Act.

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

Some or all of the securities offered through this prospectus may be new issues of securities with no established trading market. Any
underwriters to whom securities are sold for public offering and sale may make a market in those securities, but they will not be obligated to and
they may discontinue any market making at any time without notice. Accordingly, we cannot assure you of the liquidity of, or continued trading
markets for, any securities offered pursuant to this prospectus. If dealers are used in the sale, securities will be sold to those dealers as principals.
The dealers may then resell the securities to the public at any market price or other prices to be determined by the dealers at the time of resale. If
agents are used in the sale, unless we inform you otherwise in the prospectus supplement or other applicable offering materials they will use
their reasonable best efforts to solicit purchasers for the period of their appointment. If securities are sold directly, no underwriters or agents
would be involved. Direct sales may also be made through subscription rights distributed to our shareholders on a pro rata basis, which may or
may not be transferable. In any distribution of subscription rights to shareholders, if

Edgar Filing: Gannett Co., Inc. - Form 8-K

Table of Contents 182



61

Edgar Filing: Gannett Co., Inc. - Form 8-K

Table of Contents 183



Table of Contents

all of the securities are not subscribed for, the unsubscribed securities may be sold directly to third parties or one or more underwriters, dealers,
or agents, including standby underwriters, may be engaged to sell the unsubscribed securities to third parties. In the prospectus supplement or
other applicable offering materials, we will name any agent involved in the offer or sale of the offered securities, and we will describe any
commissions payable to the agent. An offer of securities is not being made in any state that does not permit such an offer.

Underwriters, dealers and agents that participate in the distribution of securities may be deemed to be underwriters as defined in the Securities
Act. Any discounts, commissions or profit they receive when they resell the securities may be treated as underwriting discounts and
commissions under the Securities Act. We may have agreements with underwriters, dealers and agents to indemnify them against certain civil
liabilities, including certain liabilities under the Securities Act, or to contribute to payments they may be required to make.

We may authorize underwriters, dealers or agents to solicit offers from institutions in which the institution contractually agrees to purchase the
securities from us on a future date at a specified price. This type of agreement may be made only with institutions that we specifically approve.
These institutions could include banks, insurance companies, pension funds, investment companies and educational and charitable institutions.
The underwriters, dealers or agents will not be responsible for the validity or performance of these agreements.

Underwriters, dealers or agents may engage in transactions with us and may perform services for us in the ordinary course of business.

Securities may be sold directly to institutional investors or others who may be deemed to be underwriters within the meaning of the Securities
Act with respect to any sale of those securities. We will describe the terms of any such sales in the prospectus supplement or other applicable
offering materials.

To the extent that we permit this prospectus to be used for sales of securities by selling security holders, the selling security holders will act
independently of us in making decisions with respect to the timing, manner and size of each sale. We will not receive any of the proceeds from
sales of securities made by the selling security holders pursuant to this prospectus but in certain cases we may pay fees and expenses relating to
the registration or an offering of such securities, such as registration and filing fees, fees and expenses for complying with federal and state
securities laws and FINRA rules and regulations, and fees and expenses incurred in connection with a listing, if any, of any of the securities on
any securities exchange or association.

The selling security holders and any dealers or agents that participate in the distribution of such securities may be deemed to be �underwriters�
within the meaning of the Securities Act and any profit on the resale of the securities by them and any commissions received by any of these
dealers or agents might be deemed to be underwriting commissions under the Securities Act.

To the extent required, the securities to be sold, the names of the selling security holders, the respective purchase prices and public offering
prices, the names of any agent, dealer or underwriter, and any applicable commissions or discounts with respect to a particular offer will be set
forth in an accompanying prospectus supplement or, if appropriate, a post-effective amendment to the registration statement of which this
prospectus is a part.
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LEGAL MATTERS

Stinson Morrison Hecker LLP, Kansas City, Missouri, will issue an opinion about the validity of the securities and EPR�s qualification and
taxation as a REIT under the Code. In addition, the description of EPR�s taxation and qualification as a REIT under the caption �U.S. Federal
Income Tax Considerations� is based upon the opinion of Stinson Morrison Hecker LLP. Underwriters, dealers or agents who we identify in a
prospectus supplement or other applicable offering materials may have their counsel give an opinion on certain legal matters relating to the
securities or the offering.

EXPERTS

The consolidated financial statements and schedules of Entertainment Properties Trust as of December 31, 2009 and 2008 and for each of the
years in the three-year period ended December 31, 2009 and management�s assessment of the effectiveness of internal control over financial
reporting as of December 31, 2009 have been incorporated by reference herein in this prospectus and in the registration statement of which this
prospectus is a part, in reliance upon the reports of KPMG LLP, independent registered public accounting firm, incorporated by reference herein,
and upon the authority of said firm as experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We are subject to the informational requirements of the Exchange Act, and in accordance with those requirements, we file reports and other
information with the SEC. The reports and other information can be inspected and copied at the public reference facilities maintained by the
SEC at 100 F Street, N.E., Washington, D.C. 20549. The public may obtain information on the operation of the public reference room by calling
the SEC at 1-800-SEC-0330. The SEC maintains an Internet website (http://www.sec.gov) that contains reports, proxy and information
statements and other materials that are filed through the SEC Electronic Data Gathering Analysis and Retrieval (EDGAR) system. In addition,
our common shares, Series B Preferred Shares, Series C Preferred Shares, Series D Preferred Shares and Series E Preferred Shares are listed on
the New York Stock Exchange and we are required to file reports, proxy and information statements and other information with the New York
Stock Exchange. These documents can be inspected at the principal office of the New York Stock Exchange, 20 Broad Street, New York, New
York 10005.

We have filed with the SEC a registration statement on Form S-3, of which this prospectus is a part, covering the securities described in this
prospectus. You should be aware that this prospectus does not contain all of the information contained or incorporated by reference in the
registration statement and its exhibits and schedules. You may inspect and obtain the registration statement, including exhibits, schedules,
reports and other information that we have filed with the SEC, as described in the preceding paragraph. Statements contained in this prospectus
concerning the contents of any document we refer you to are not necessarily complete and in each instance we refer you to the applicable
document filed with the SEC for more complete information.
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