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Item 8.01 Other Events.

Digital Realty Trust, Inc., a Maryland corporation, is disclosing the following information to supersede the discussions under the heading United
States Federal Income Tax Considerations included in our Registration Statement on Form S-3 (File No. 333-142396), under the heading United
States Federal Income Tax Considerations Related to our REIT Election included in our Registration Statement on Form S-3 (File

No. 333-132980), and under the heading United States Federal Income Tax Considerations included in our Registration Statement on Form S-3
(File No. 333-129688):

UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS

The following is a general summary of the material United States federal income tax considerations regarding our company and the ownership
of our capital stock. This summary is for general information only and is not tax advice. The information in this summary is based on:

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, or IRS; and

court decisions;
in each case, as of the date of this Current Report on Form 8K, or Form 8K. In addition, the administrative interpretations and practices of the
IRS include its practices and policies as expressed in private letter rulings that are not binding on the IRS except with respect to the particular
taxpayers who requested and received those rulings. Future legislation, Treasury Regulations, administrative interpretations and practices and/or
court decisions may adversely affect the tax considerations contained in this discussion. Any such change could apply retroactively to
transactions preceding the date of the change. We have not requested and do not intend to request a ruling from the IRS that we qualify as a
REIT, and the statements in this Form 8K are not binding on the IRS or any court. Thus, we can provide no assurance that the tax considerations
contained in this discussion will not be challenged by the IRS or will be sustained by a court if challenged by the IRS. This summary does not
discuss any state, local or foreign tax consequences associated with the acquisition, ownership, sale or other disposition of our capital stock or
our election to be taxed as a REIT.

You are urged to consult your tax advisors regarding the specific tax consequences to you of:

the exchange of any common units of our operating partnership for our common stock or cash;

the acquisition, ownership and sale or other disposition of our capital stock, including the federal, state, local, foreign and other
tax consequences;

our election to be taxed as a REIT for federal income tax purposes; and

potential changes in applicable tax laws.
Taxation of Our Company
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General. We have elected to be taxed as a REIT under Sections 856 through 860 of the Code, commencing with our taxable year ended
December 31, 2004. We believe that we have been organized and have operated in a manner which will allow us to qualify for taxation as a
REIT under the Code commencing with our taxable year ended December 31, 2004, and we intend to continue to be organized and operate in
this manner. However, qualification and taxation as a REIT depend upon our ability to meet the various qualification tests imposed under
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the Code, including through actual annual operating results, asset composition, distribution levels and diversity of stock ownership. Accordingly,

no assurance can be given that we have been organized and have operated, or will continue to be organized and operate, in a manner so as to
qualify or remain qualified as a REIT. See  Failure to Qualify.

The sections of the Code and the corresponding Treasury Regulations that relate to qualification and taxation as a REIT are highly technical and
complex. The following sets forth the material aspects of the sections of the Code that govern the federal income tax treatment of a REIT and its
stockholders. This summary is qualified in its entirety by the applicable Code provisions, relevant rules and regulations promulgated under the

Code, and administrative and judicial interpretations of the Code and these rules and regulations.

Provided we qualify for taxation as a REIT, we generally will not be required to pay federal corporate income taxes on our net income that is
currently distributed to our stockholders. This treatment substantially eliminates the double taxation that ordinarily results from investment in a
C corporation. A C corporation is a corporation that generally is required to pay tax at the corporate level. Double taxation means taxation once

at the corporate-level when income is earned and once again at the stockholder level when the income is distributed. We will, however, be
required to pay federal income tax as follows:

First, we will be required to pay tax at regular corporate rates on any undistributed REIT taxable income, including undistributed net
capital gains.

Second, we may be required to pay the alternative minimum tax on our items of tax preference under some circumstances.

Third, if we have (1) net income from the sale or other disposition of foreclosure property which is held primarily for sale to customers
in the ordinary course of business or (2) other nonqualifying income from foreclosure property, we will be required to pay tax at the
highest corporate rate on this income. Foreclosure property generally is defined as property we acquired through foreclosure or after a
default on a loan secured by the property or a lease of the property.

Fourth, we will be required to pay a 100% tax on any net income from prohibited transactions. Prohibited transactions are, in general,
sales or other taxable dispositions of property, other than foreclosure property, held primarily for sale to customers in the ordinary
course of business.

Fifth, if we fail to satisfy the 75% gross income test or the 95% gross income test, as discussed below, but have otherwise maintained
our qualification as a REIT because certain other requirements are met, we will be required to a pay tax equal to (1) the greater of

(A) the amount by which 75% of our gross income exceeds the amount qualifying under the 75% gross income test and (B) the amount
by which 95% of our gross income (90% for our taxable year ended December 31, 2004) exceeds the amount qualifying under the 95%
gross income test, multiplied by (2) a fraction intended to reflect our profitability.

Sixth, if we fail to satisfy any of the REIT asset tests (other than a de minimis failure of the 5% or 10% asset test), as described below,
due to reasonable cause and not due to willful neglect, 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.

Seventh, 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 and not due
to willful neglect, we may retain our REIT qualification but we will be required to pay a penalty of $50,000 for each such failure.

Eighth, we will be required to pay a 4% excise tax to the extent we fail to distribute during each calendar year at least the sum of
(1) 85% of our REIT ordinary income for the year, (2) 95% of our REIT capital gain net income for the year, and (3) any undistributed
taxable income from prior periods.
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Ninth, if we acquire any asset from a corporation which is or has been a 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 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 required to pay tax at the highest regular corporate tax rate on this gain to the extent of the
excess of (1) the fair market value of the asset over (2) our adjusted basis in the asset, in each case determined as of the date
on which we acquired the asset. The results described in this paragraph with respect to the recognition of gain assume that the
C corporation will refrain from making an election to receive different treatment under existing Treasury Regulations on its
tax return for the year in which we acquire an asset from the C corporation.

Tenth, we will be required to pay a 100% tax on any redetermined rents, redetermined deductions or excess interest. See  Penalty Tax.
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.
Other countries may impose taxes on our operations within their jurisdictions. To the extent possible, we will structure our activities to minimize
our foreign tax liability. However, there can be no complete assurance that we will be able to eliminate our foreign tax liability or reduce it to a
specified level. Furthermore, as a REIT, both we and our stockholders will derive little or no benefit from foreign tax credits arising from those
taxes.

Requirements for Qualification as a REIT. The Code defines a REIT as a corporation, trust or association:

(1) that is managed by one or more trustees or directors;

(2) that issues transferable shares or transferable certificates to evidence its beneficial ownership;

(3) that would be taxable as a domestic corporation, but for Sections 856 through 860 of the Code;

(4) that is not a financial institution or an insurance company within the meaning of certain provisions of the Code;
(5) that is beneficially owned by 100 or more persons;

(6) not more than 50% in value of the outstanding stock of which is owned, actually or constructively, by five or fewer individuals, including
specified entities, during the last half of each taxable year; and

(7) that meets other tests, described below, regarding the nature of its income and assets and the amount of its distributions.

The Code provides that conditions (1) to (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
other specified tax-exempt entities generally are treated as individuals, except that a look-through exception applies with respect to pension
funds.

We believe that we have been organized, have operated and have issued sufficient shares of capital stock with sufficient diversity of ownership
to allow us to satisfy conditions (1) through (7) inclusive, during the relevant time periods. In addition, our charter provides for restrictions
regarding ownership and transfer of our shares which are intended to assist us in continuing to satisfy the share ownership requirements
described in (5) and (6) above. A description of the transfer restrictions relating to our outstanding common and preferred stock is contained in
or incorporated by reference in the relevant prospectuses pursuant to which we have offered such securities from time to time. These restrictions,
however, may not ensure that we will, in all cases, be able to satisfy the share ownership
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requirements described in (5) and (6) above. If we fail to satisfy these share ownership requirements, except as provided in the next sentence, our
status as a REIT will terminate. If, however, we comply with the rules contained 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 requirement described in condition (6) above, we will be treated as having met this requirement. See the section below entitled  Failure
to Qualify.

In addition, we may not maintain our status as a REIT unless our taxable year is the calendar year. We have and will continue to have a calendar
taxable year.

Ownership of Interests in Partnerships, Limited Liability Companies and Qualified REIT Subsidiaries. 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 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, as the case may
be, 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 gross income of the partnership or limited liability
company retain the same character in the hands of the REIT for purposes of Section 856 of the Code, including satisfying the gross income tests
and the asset tests. Thus, our pro rata share of the assets and items of income of our operating partnership, including our operating partnership s
share of these items of any partnership or limited liability company treated as a partnership or disregarded entity for federal income tax purposes
in which it owns an interest, are treated as our assets and items of income for purposes of applying the requirements described in this Form 8K,
including the income and asset tests described below. A brief summary of the rules governing the federal income taxation of partnerships and
limited liability companies is set forth below in ~ Tax Aspects of Our Operating Partnership, the Subsidiary Partnerships and the Limited Liability
Companies.

We have control of our operating partnership and the subsidiary partnerships and limited liability companies and intend to operate them in a
manner consistent with the requirements for our qualification as a REIT. From time to time, we may be a limited partner or non-managing
member in some of our partnerships and limited liability companies. If a partnership or limited liability company in which we own an interest
takes or expects to take actions that could jeopardize our status as a REIT or require us to pay tax, we may be forced to dispose of our interest in
such entity. In addition, it is possible that a partnership or limited liability company could take an action which could cause us to fail a REIT
income or asset test, and that we would not become aware of such action in time to dispose of our interest in the partnership or limited liability
company or take other corrective action on a timely basis. In that case, we could fail to qualify as a REIT unless we were entitled to relief, as
described below.

We may from time to time own and operate certain properties through wholly-owned subsidiaries that we intend to be treated as qualified REIT
subsidiaries under the Code. A corporation will qualify as our qualified REIT subsidiary if we own 100% of the corporation s outstanding stock,
and if we do not elect with the subsidiary to treat it as a taxable REIT subsidiary, as described below. A corporation that is a qualified REIT
subsidiary is not treated as a separate corporation, and all assets, liabilities and items of income, gain, loss, deduction and credit of a qualified
REIT subsidiary are treated as assets, liabilities and items of income, gain, loss, deduction and credit (as the case may be) of the parent REIT for
all purposes under the Code (including all REIT qualification tests). Thus, in applying the federal tax requirements described in this Form 8K,

any corporations in which we own a 100% interest (other than any taxable REIT subsidiaries) are ignored, and all assets, liabilities and items of
income, gain, loss, deduction and credit of such corporations are treated as our assets, liabilities and items of income, gain, loss, deduction and
credit. A qualified REIT subsidiary is not required to pay federal income tax, and our ownership of the stock of a qualified REIT subsidiary does
not violate the restrictions on ownership of securities, as described below under ~ Asset Tests.

Ownership of Interests in Taxable REIT Subsidiaries. A taxable REIT subsidiary is a corporation other than a REIT in which a REIT directly or
indirectly holds stock, and that has made a joint election with such REIT to be treated as a taxable REIT subsidiary. A taxable REIT subsidiary
also includes any corporation other than a REIT with respect to which a taxable REIT subsidiary 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 taxable REIT subsidiary may generally engage in any business, including the provision of customary or non-customary services to
tenants of its parent REIT. A taxable REIT subsidiary is subject to income tax as a regular C corporation. In addition, a taxable REIT subsidiary
may be prevented from deducting interest on
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debt funded directly or indirectly by its parent REIT if certain tests regarding the taxable REIT subsidiary s debt to equity ratio and interest
expense are not satisfied. A REIT s ownership of securities of taxable REIT subsidiaries will not be subject to the 10% or 5% asset test described
below, and their operations will be subject to the provisions described above. See ~ Asset Tests. We own an interest in a number of taxable REIT
subsidiaries and may acquire securities in additional taxable REIT subsidiaries in the future.

Income Tests. We must satisfy two gross income requirements annually to maintain our qualification as a REIT. First, in each taxable year we
must derive directly or indirectly at least 75% of our gross income, excluding gross income from prohibited transactions, from investments
relating to real property or mortgages on real property, including rents from real property and, in certain circumstances, interest, or certain types
of temporary investments. Second, in each taxable year we must derive at least 95% of our gross income, excluding gross income from

prohibited transactions and certain designated hedges of indebtedness, 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. For these purposes, the term interest
generally does not include any amount received or accrued, directly or indirectly, if the determination of all or some of the amount depends in

any way on the income or profits of any person. However, an amount received or accrued generally will not be excluded from the term interest
solely by reason of being based on a fixed percentage or percentages of receipts or sales.

Rents we receive from a tenant will qualify as rents from real property for the purpose of satisfying the gross income requirements 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. However, an amount we receive or accrue
generally will not be excluded from the term rents from real property solely because it is based on a fixed percentage or percentages of
receipts or sales;

We, or an actual or constructive owner of 10% or more of our capital stock, 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 such tenant that is a taxable REIT subsidiary, 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 taxable REIT subsidiary are comparable to rents paid by our other tenants for comparable space. Whether rents paid by
a taxable REIT subsidiary are substantially comparable to rents paid by other tenants is determined at the time the lease with the taxable
REIT subsidiary 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 taxable REIT subsidiary, any such increase will not qualify as rents from real property. For purposes of this
rule, a controlled taxable REIT subsidiary is a taxable REIT subsidiary in which we own stock possessing more than 50% of the voting
power or more than 50% of the total value of the outstanding stock of such taxable REIT subsidiary;

Rent attributable to personal property, leased in connection with a lease of real property, is not 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 ; and

We generally must not operate or manage the property or furnish or render services to our tenants, subject to a 1% de minimis exception
and except as provided below. We may, however, perform 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. Examples of these
services include the provision of light, heat, or other utilities, trash removal and general maintenance of common areas. In addition, we
may employ an independent contractor from whom we derive no revenue to provide customary services, or a taxable REIT subsidiary,
which may be wholly or partially owned by us, to provide both customary and non-customary services to our tenants without causing
the rent we receive from those tenants to fail to qualify as rents from real property. Any amounts we receive from a taxable REIT
subsidiary with respect to the taxable REIT subsidiary s provision of non-customary services will, however, be nonqualifying income
under the
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75% gross income test and, except to the extent received through the payment of dividends, the 95% REIT gross income test.
We generally do not intend, and as a general partner of our operating partnership, do not intend to permit our operating partnership, to take
actions we believe will cause us to fail to satisfy the rental conditions described above. However, we may intentionally fail to satisfy some of
these conditions to the extent the failure will not, based on the advice of our tax counsel, jeopardize our tax status as a REIT. In addition, with
respect to the limitation on the rental of personal property, we have not obtained appraisals of the real property and personal property leased to
tenants. Accordingly, there can be no assurance that the IRS will not disagree with our determinations of value.

Income we receive that is attributable to the rental of parking spaces at the properties will constitute rents from real property for purposes of the
REIT gross income tests if certain services provided with respect to the parking spaces are performed by independent contractors from whom we
derive no revenue, either directly or indirectly, or by a taxable REIT subsidiary, and certain other conditions are met. We believe that the income
we receive that is attributable to parking spaces meets these tests and, accordingly, will constitute rents from real property for purposes of the
REIT gross income tests.

From time to time, we enter into hedging transactions with respect to one or more of our assets or liabilities. The term hedging transaction
generally means any transaction we enter into in the normal course of our business primarily to manage risk of interest rate changes or
fluctuations with respect to borrowings made or to be made. Our hedging activities may include entering into interest rate swaps, caps, and
floors, options to purchase these items, and futures and forward contracts. Any income we derive from a hedging transaction will be
nonqualifying income for purposes of the 75% gross income test. Except to the extent provided by Treasury Regulations, however, income from
a hedging transaction, including gain from the sale or disposition of such a transaction, entered into prior to January 1, 2005, will be qualifying
income for purposes of the 95% gross income test, but only to the extent that the transaction hedges interest rate risk on indebtedness incurred or
to be incurred by us to acquire or carry real estate. Income from such a hedging transaction entered into on or after January 1, 2005 that is clearly
identified as such as specified in the Code will not constitute gross income for purposes of the 95% gross income test, and therefore will be
exempt from this test. To the extent that we do not properly identify such transactions as hedges or hedge with other types of financial
instruments, the income from those transactions will not 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.

From time to time we may incur foreign currency gains or losses as a result of distributions made by our subsidiaries that own properties outside
of the United States because the functional currencies of such subsidiaries are not the United States dollar. In the future, we may acquire
additional properties outside of the United States. On May 17, 2007, the IRS issued Notice 2007-42, which states that the IRS intends to develop
guidance concerning the characterization of any such foreign currency gains for purposes of the REIT income tests. In the interim, the IRS has
indicated that REITs may apply the principles of proposed Treasury Regulations to determine whether such foreign currency gain constitutes
qualifying income under the REIT income tests. As a result, we anticipate that any foreign currency gain we recognize on distributions from a
foreign subsidiary generally should be qualifying income for purposes of the 75% and 95% gross income tests to the extent the assets of such
subsidiary were used to generate qualifying income.

To the extent our taxable REIT subsidiaries pay dividends, we generally will derive our allocable share of such dividend income through our
interest in our operating partnership. Such dividend income will qualify under the 95%, but not the 75%, REIT gross income test. In addition,
from time to time we may own interests in entities that are controlled foreign corporations for United States federal income tax purposes under
applicable tax rules. We will be deemed to receive our allocable share of certain income earned by such entities through our interest in our
operating partnership, whether or not such income actually is distributed to our operating partnership. This income will not qualify for the 75%
income test, and it is unclear whether it will qualify for the 95% income test. We will monitor the amount of the dividend and other income from
our taxable REIT subsidiaries and will take actions intended to keep this income, and any other nonqualifying income, within the limitations of
the REIT income tests. While we expect these actions will prevent a violation of the REIT income tests, we cannot guarantee that such actions
will in all cases prevent such a violation.
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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:

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 to be issued; and

our failure to meet these tests was due to reasonable cause and not due to willful neglect.
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 in ~ Taxation of Our Company General, 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 that we realize on the sale of property held as inventory or otherwise held primarily for sale to
customers in the ordinary course of business, including our share of any such gain realized by our operating partnership, either directly or
through its subsidiary partnerships and limited liability companies, will be treated as income from a prohibited transaction that is subject to a
100% penalty tax. This prohibited transaction income may also adversely affect our ability to satisfy the income tests for qualification as a REIT.
Under existing law, whether property is held as inventory or primarily for sale to customers in the ordinary course of a trade or business is a
question of fact that depends on all the facts and circumstances surrounding the particular transaction. Our operating partnership intends to hold
its properties for investment with a view to long-term appreciation, to engage in the business of acquiring, developing and owning its properties
and to make occasional sales of the properties as are consistent with our operating partnership s investment objectives. We do not intend to enter
into any sales that are prohibited transactions. However, the IRS may successfully contend that some or all of the sales made by our operating
partnership or its subsidiary partnerships or limited liability companies are prohibited transactions. We would be required to pay the 100%
penalty tax on our allocable share of the gains resulting from any such sales.

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 taxable
REIT subsidiaries, and redetermined deductions and excess interest represent any amounts that are deducted by a taxable REIT subsidiary 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.

From time to time, our taxable REIT subsidiaries may provide services to our tenants. We intend to set the fees paid to our taxable REIT
subsidiaries for such services at arm s-length rates, although the fees paid may not satisfy the safe-harbor provisions described 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 made 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.

Asset Tests. At the close of each quarter of our taxable year, we must also satisfy four tests relating to the nature and diversification of our assets.
First, at least 75% of the value of our total assets must be represented by real estate assets, cash, cash items and government securities. For
purposes of this test, the term real estate assets generally means real property (including interests in real property and interests in mortgages on
real property) and shares (or transferable certificates of beneficial interest) in other REITs, as well as any stock or debt instrument

10
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attributable to the investment of the proceeds of a stock offering or a public offering of debt with a term of at least five years, but only for the
one-year period beginning on the date the REIT receives such proceeds.

Second, not more than 25% of the value 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 investments in other REITs, our qualified REIT subsidiaries and taxable
REIT subsidiaries, 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, commencing with our taxable year beginning January 1, 2005, 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, not more than 20% of the value of our total assets may be represented by the securities of one or more taxable REIT subsidiaries.

Our operating partnership owns 100% of the stock of certain corporations that have elected, together with us, to be treated as our taxable REIT
subsidiaries. So long as each of these companies qualifies as a taxable REIT subsidiary, we will not be subject to the 5% asset test, the 10%
voting securities limitation or the 10% value limitation with respect to our ownership of their stock. We may acquire securities in other taxable
REIT subsidiaries in the future. We believe that the aggregate value of our taxable REIT subsidiaries does not exceed, and believe that in the
future it will not exceed, 20% of the aggregate value of our gross assets. No independent appraisals have been obtained to support these
conclusions. In addition, there can be no assurance that the IRS will agree with our determinations of value.

The asset tests must be satisfied at the close of each calendar quarter of our taxable year in which we (directly or through our operating
partnership) acquire securities in the applicable issuer, and also at the close of each calendar quarter in which we increase our ownership of
securities of such issuer (including as a result of increasing our interest in our operating partnership). For example, our indirect ownership of
securities of each issuer will increase as a result of our capital contributions to our operating partnership or as limited partners exercise their
redemption/exchange rights. 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 (including as a result of an increase in our interest in our operating partnership), we may cure this
failure by disposing of sufficient nonqualifying assets within 30 days after the close of that quarter. We believe that we have maintained and
intend to maintain adequate records of the value of our assets to ensure compliance with the asset tests. If we failed 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 discover a failure 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 the value of our nonqualifying assets (i) 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 (a) six months after the last day of the quarter in which the failure to satisty the asset
tests is discovered or (b) the period of time prescribed by Treasury Regulations to be issued. For violations of any of the asset tests due to
reasonable cause and not due to willful neglect and that are, in the case of the 5% and 10% asset tests, in excess of the de minimis exception
described above, we may avoid disqualification as a REIT after the 30 day cure period by taking steps including (i) the disposition of sufficient
nonqualifying assets, or the taking of other actions, which allow us to meet the asset test within (a) six months after the last day of the quarter in
which the failure to satisfy the asset tests is discovered or (b) the period of time prescribed by Treasury Regulations
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to be issued, (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) disclosing certain information to the IRS.

Although we believe we have satisfied the asset tests described above and plan to take steps to ensure that we satisfy such tests for any quarter
with respect to which retesting is to occur, there can be no assurance we will always be successful, or will not require a reduction in our
operating partnership s overall interest in an issuer (including in a taxable REIT subsidiary). 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.

Annual Distribution Requirements. To maintain our qualification as a REIT, we are required to distribute dividends, other than capital gain
dividends, to our stockholders in an amount at least equal to the sum of:

90% of our REIT taxable income ; and

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

the excess of the sum of certain items of non-cash income over 5% of our REIT taxable income.
For these purposes, our REIT taxable income is computed without regard to the dividends paid deduction and our net capital gain. In addition,
for purposes of this test, non-cash income means income attributable to leveled stepped rents, original issue discount on purchase money debt,
cancellation of indebtedness, or a like-kind exchange that is later determined to be taxable.

In addition, if we dispose of any asset we acquired from a corporation which is or has been a 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 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 gain, if any, we recognized on the disposition of the
asset, to the extent that gain does not exceed the excess of (a) the fair market value of the asset over (b) our adjusted basis in the asset, in each
case, on the date we acquired the asset.

We generally must pay, or be treated as paying, the distributions described above in the taxable year to which they relate. At our election, a
distribution will be treated as paid in a taxable year if it is declared before we timely file our tax return for such year and paid on or before the
first regular dividend payment after such declaration, provided such payment is made during the 12-month period following the close of such
year. These distributions are taxable to our stockholders, other than tax-exempt entities, in the year in which paid. This is so even though these
distributions relate to the prior year for purposes of the 90% distribution requirement. The amount distributed must not be preferential i.e., every
stockholder of the class of stock to which a distribution is made must be treated the same as every other stockholder of that class, and no class of
stock may be treated otherwise than according to its dividend rights as a class. To the extent that we do not distribute all of our net capital gain,
or distribute at least 90%, but less than 100%, of our REIT taxable income, as adjusted, we will be required to pay tax on the undistributed
amount at regular corporate tax rates. We believe we have made, and intend to continue to make timely distributions sufficient to satisfy these
annual distribution requirements and to minimize our corporate tax obligations. In this regard, the partnership agreement of our operating
partnership authorizes us, as general partner of our operating partnership, to take such steps as may be necessary to cause our operating
partnership to distribute to its partners an amount sufficient to permit us to meet these distribution requirements and to minimize our corporate
tax obligation.

We expect that our REIT taxable income will be less than our cash flow because of depreciation an