Edgar Filing: CARRIAGE SERVICES INC - Form 8-K

CARRIAGE SERVICES INC

Form 8-K

May 25, 2011

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 8-K
CURRENT REPORT

Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
Date of Report (Date of earliest event reported): May 24, 2011
Carriage Services, Inc.

(Exact name of registrant as specified in is charter)

Delaware 1-11961 76-0423828
(State or other jurisdiction (Commission (IRS Employer
of incorporation) File Number) Identification No.)

3040 Post Oak Boulevard, Suite 300
Houston, Texas 77056
(Address, including zip code, of principal executive offices)
Registrant s telephone number, including area code:
(713) 332-8400

o Written communication pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
o Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))




Edgar Filing: CARRIAGE SERVICES INC - Form 8-K

ITEM 8.01. OTHER EVENTS

On May 24, 2011, Melvin C. Payne, President and Chief Executive Officer of Carriage Services, Inc., announced
that he entered into a stock trading plan in accordance with Rule 10b5-1 (the Plan ) of the Securities Exchange Act of
1934. Mr. Payne intends to sell $750,000 worth of Carriage Services, Inc. common stock during the period from
May 24, 2011 through December 31, 2011. The transactions may take place from time-to-time, subject to certain Plan
criteria, including certain minimum price levels and daily volume activity.

A copy of the press release issued by the Company is attached hereto as Exhibit 99.1 and incorporated by this
reference. The information being furnished under Item 9.01 Financial Statements and Exhibits, including the press
release attached hereto as Exhibit 99.1, shall not be deemed filed for purposes of Section 18 of the Securities
Exchange Act of 1934, as amended, or otherwise subject to liabilities of that Section.

ITEM 9.01. FINANCIAL STATEMENTS AND EXHIBITS.
(d) Exhibits. The following exhibit is furnished as part of this current report on Form 8-K:

99.1 Press Release dated May 24, 2011.
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SIGNATURE
Pursuant to the requirements of the Securities Exchange Act of 1934, Carriage Services, Inc. has duly caused this
report to be signed on its behalf by the undersigned hereunto duly authorized.

CARRIAGE SERVICES, INC.

Dated: May 25, 2011 By: /s/ Terry E. Sanford
Terry E. Sanford
Executive Vice President and
Chief Financial Officer
-3-
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| estate mortgage investment conduits or financial asset securitization investment trusts. If we fail to satisfy one or
both of the 75% or 95% gross income tests for any year, we may still qualify as a REIT if we are entitled to relief
under the Internal Revenue Code. Generally, we may be entitled to relief if: o our failure to meet the gross income
tests was due to reasonable cause and not due to willful neglect; o we attach a schedule of the sources of our income to
our Federal income tax return; and o any incorrect information on the schedule was not due to fraud with the intent to
evade tax. It is not possible to state whether in all circumstances we would be entitled to rely on these relief
provisions. If these relief provisions do not apply to a particular set of circumstances, we would not qualify as a REIT.
As discussed above under the caption "--Taxation of REIT -- General", even if these relief provisions apply, and we
retain our status as a REIT, a tax would be imposed with respect to our income that does not meet the gross income
tests. We may not always be able to maintain compliance with the gross income tests for REIT qualification despite
frequently monitoring our income. Foreclosure Property Net income realized by us from foreclosure property would
generally be subject to tax at the maximum Federal corporate tax rate. Foreclosure property includes real property and
related personal -26- property (1) that is acquired by us through foreclosure following a default on indebtedness owed
to us that is secured by the property and (2) for which we make an election to treat the property as foreclosure
property. Prohibited Transaction Income Any gain realized by us on the sale of any property, other than foreclosure
property, held as inventory or otherwise held primarily for sale to customers in the ordinary course of business will be
prohibited transaction income, and subject to a 100% penalty tax. This prohibited transaction income may also
adversely affect our ability to satisfy the gross income tests for qualification as a REIT. Whether property is held as
inventory or 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. While the Treasury Regulations provide standards which, if met,
would not result in prohibited transaction income, we may not be able to meet these standards in all circumstances.
Hedging Transactions We may enter into hedging transactions with respect to one or more of our assets or liabilities.
Our hedging transactions could take a variety of forms, including interest rate swaps or cap agreements, options,
futures contracts, forward rate agreements, or similar financial instruments. To the extent that we enter into hedging
transactions to reduce our interest rate risk on indebtedness incurred to acquire or carry real estate assets, any income
or gain from the disposition of hedging transactions should be qualifying income for purposes of the 95% gross
income test, but not the 75% gross income test. Rents from Real Property Rent that a REIT receives from real
property that it owns and leases to tenants will qualify as "rents from real property" if the following conditions are
satisfied, o First, the rent must not be based, in whole or in part, on the income or profits of any person. An amount
will not fail to qualify as rent from real property solely by reason of being based on a fixed percentage (or
percentages) of sales and receipts. o Second, neither a REIT nor any direct or indirect owner of 10% or more of its
stock may own, actually or constructively, 10% or more of the tenant from which the REIT collects the rent. o Third,
all of the rent received under a lease will not qualify as rents from real property unless the rent attributable to the
personal property leased in connection with the real property constitutes no more than 15% of the total rent received
under the lease. o Finally, a REIT generally must not operate or manage its real property or furnish or render services
to its tenants, other than through an "independent contractor" who is adequately compensated and from whom the
REIT does not derive revenue. The REIT may provide services directly, however, if the services are "usually or
customarily rendered" in connection with the rental of space for occupancy only and are not otherwise considered
rendered "primarily for the occupant's convenience." In addition, the REIT may render, other than through an
independent contractor, a de minimis amount of "non-customary" services to the tenants of a property as long as the
REIT's income from such services does not exceed 1% of its gross income from the property. Although no assurances
can be given that either of the income tests will be satisfied in any given year, we anticipate that our operations will
allow us to meet each of the 75% gross income test and the -27- 95% gross income test. Such belief is premised in
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large part on our expectation that substantially all of the amounts received by us will qualify as interest from debt
secured by mortgages on real property or on interests in real property. Asset Tests A REIT also must satisfy the
following four tests relating to the nature of its assets at the close of each quarter of its taxable year. o First, at least
75% of the value of a REIT's total assets must consist of cash or cash items, including receivables, government
securities, "real estate assets," or qualifying temporary investments. We refer to this test as the "75% asset test". o
Second, no more than 25% of the value of a REIT's total assets may be represented by securities other than those that
are qualifying assets for purposes of the 75% asset test. We refer to this test as the "25% asset test". o Third, of the
investments included in the 25% asset test, the value of the securities of any one issuer (other than a "taxable REIT
subsidiary") that a REIT owns may not exceed 5% of the value of the REIT's total assets, and a REIT may not own
10% or more of the total combined voting power or 10% or more of the total value of the securities of any issuer
(other than a "taxable REIT subsidiary"). o Fourth, while a REIT may own up to 100% of the stock of a corporation
that elects to be treated as a "taxable REIT subsidiary" for federal income tax purposes, at no time may the total value
of a REIT's stock in one or more taxable REIT subsidiaries exceed 20% of the value of the REIT's gross assets. We
expect that any mortgage backed securities, real property, and temporary investments that we acquire will generally be
qualifying assets for purposes of the 75% asset test, except to the extent that less than 95% of the assets of a real estate
mortgage investment conduit in which we own an interest consists of "real estate assets." Mortgage loans, including
distressed mortgage loans, construction loans, bridge loans, and mezzanine loans also will generally be qualifying
assets for purposes of the 75% asset test to the extent that the principal balance of each mortgage loan does not exceed
the value of the associated real property. We anticipate that we may securitize all or a portion of the mortgage loans
which we acquire, in which event we will likely retain certain of the subordinated and interest only classes of
mortgage backed securities which may be created as a result of such securitization. The securitization of mortgage
loans may be accomplished through one or more real estate investment conduits established by us or, if a non-real
estate mortgage investment conduit securitization is desired, through one or more qualified REIT subsidiaries or
taxable subsidiaries established by us. The securitization of the mortgage loans through either one or more real estate
mortgage investment conduits or one or more qualified REIT subsidiaries or taxable subsidiaries should not affect our
qualification as a REIT or result in the imposition of corporate income tax under the taxable mortgage pool rules.
Income realized by us from a real estate mortgage investment conduit securitization could, however, be subject to a
100% tax as a "prohibited transaction.” Such prohibited transactions are discussed above under the caption "--Income
Tests--Prohibited Transaction Income." We intend to operate so that we will not acquire any assets that would cause
us to violate any of the asset tests. If, however, we should fail to satisfy any of the asset tests at the end of a calendar
quarter, we would not lose our real estate investment trust status if (i) we satisfied the asset tests at the end of the close
of the preceding calendar quarter and (ii) the discrepancy between the value of our assets and the -28- asset test
requirements arose from changes in the market values of our assets and was not wholly or partly caused by the
acquisition of one or more nonqualifying assets. If we did not satisfy the condition described in clause (ii) of the
preceding sentence, we could still avoid disqualification as a real estate investment trust by eliminating any
discrepancy within 30 days after the close of the calendar quarter in which the discrepancy arose. Distribution
Requirements Each taxable year, a REIT must distribute dividends to its shareholders in an amount at least equal to: o
90% of the REIT's "real estate investment trust taxable income," computed without regard to the dividends paid
deduction and the REIT's net capital gain or loss; and o certain items of noncash income. A REIT must make such
distributions in the taxable year to which they relate, or in the following taxable year if the REIT declares the
distribution before it timely files its federal income tax return for such year and pays the distribution on or before the
first regular distribution date after such declaration. Further, if a REIT fails to meet the 90% distribution requirement
as a result of an adjustment to its tax returns by the Internal Revenue Service, the REIT mays, if the deficiency is not
due to fraud with intent to evade tax or a willful failure to file a timely tax return, and if certain other conditions are
met, retroactively cure the failure by paying a deficiency dividend (plus interest) to its shareholders. A REIT will be
subject to federal income tax on its taxable income, including net capital gain, that it did not distribute to its
shareholders. Furthermore, if a REIT fails to distribute during a calendar year, or, in the case of distributions with
declaration and record dates falling within the last three months of the calendar year, by the end of the January
following such calendar year, at least the sum of: o 85% of the REIT's real estate investment trust ordinary income for
such year; 0 95% of the REIT's real estate investment trust capital gain income for such year; and o any of the REIT's
undistributed taxable income from prior periods, the REIT will be subject to a 4% nondeductible excise tax on the
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excess of such required distribution over the amount actually distributed. If the REIT elects to retain and pay income
tax on the net capital gain that it receives in a taxable year, the REIT will be deemed to have distributed any such
amount for the purposes of the 4% excise tax described in the preceding sentence. We intend to make distributions to
our holders of common stock in a manner that will allow us to satisfy the distribution requirements described above. It
is possible that, from time to time, our pre-distribution taxable income may exceed our cash flow and we may have
difficulty satisfying the distribution requirements. We intend to monitor closely the relationship between our
pre-distribution taxable income and our cash flow and intend to borrow funds or liquidate assets in order to overcome
any cash flow shortfalls if necessary to satisfy the distribution requirements imposed by the Internal Revenue Code. It
is possible, although unlikely, that we may decide to terminate our REIT status as a result of any such cash shortfall.
Such a termination would have adverse consequences to our stockholders. The consequences are described above
under the caption "--Taxation of a REIT--General." Recordkeeping Requirements A REIT must maintain records of
information specified in applicable Treasury Regulations in order to maintain its qualification as a real estate
investment trust. In addition, in order to avoid a -29- monetary penalty, a REIT must request on an annual basis
certain information from its shareholders designed to disclose the actual ownership of the REIT's outstanding stock.
We intend to comply with these recordkeeping requirements. Ownership Requirements For a REIT to qualify as a real
estate investment trust, shares of the REIT must be held by a minimum of 100 persons for at least 335 days in each
taxable year after the REIT's first taxable year. Further, at no time during the second half of any taxable year after the
REIT's first taxable year may more than 50% of the REIT's shares be owned, actually or constructively, by five or
fewer "individuals." As of the date of the proxy statement, we would satisfy the requirement that we not be closely
held as described in the foregoing sentence. Our common stock will be held by 100 or more persons. Our proposed
amended and restated charter will contain ownership and transfer restrictions designed to prevent violation of these
requirements. The provisions of the amended and restated charter restricting the ownership and transfer of our
common stock are described below under the caption "Description of Our Stock--Certain Provisions of Maryland Law
and Our Charter and Bylaws -- REIT Qualification Restrictions on Ownership and Transfer." Earnings and Profits In
order for us to qualify as a REIT, on or before the end of the 2003 tax year (the first year to which our election to be
taxed as a REIT relates), we must have distributed to our shareholders an amount equal to any earnings and profits
accumulated from years in which we were taxed as a regular corporation. We have been treated as a regular
corporation for 1997-2002. Any distribution made by us to satisfy this requirement will be treated as taxable income
by the shareholders, and we generally will not be permitted to include such amounts when computing our dividends
paid deduction. If we were found to have miscalculated our earnings and profits accumulated from years in which we
were a regular corporation, our ability to qualify as a REIT could be jeopardized. We believe, as of January 1, 2003,
we have no accumulated earnings or profits from any non-REIT qualifying tax year for which we were taxed as a
regular corporation as a result of losses we triggered in December 2002. Failure to Qualify If a REIT fails to qualify as
a real estate investment trust in any taxable year, and no relief provisions applied, the REIT would be subject to
federal income tax, including any applicable alternative minimum tax, on its taxable income at regular corporate rates.
In calculating a REIT's taxable income in a year in which it did not qualify as a real estate investment trust, the REIT
would not be able to deduct amounts paid out to its shareholders. In fact, the REIT would not be required to distribute
any amounts to its shareholders in such taxable year. In such event, to the extent of the REIT's current and
accumulated earnings and profits, all distributions to shareholders would be taxable as ordinary income. Moreover,
subject to certain limitations under the Internal Revenue Code, corporate shareholders might be eligible for the
dividends received deduction. Unless the REIT qualified for relief under specific statutory provisions, the REIT would
be disqualified from taxation as a real estate investment trust for the four taxable years following the year in which it
ceased to qualify as a real estate investment trust. We cannot predict whether, in all circumstances, we would qualify
for such statutory relief. -30- Taxation of Taxable U.S. Shareholders Taxable U.S. Shareholder As used herein, the
term "Taxable U.S. Shareholder" means a holder of our common stock that, for United States federal income tax
purposes, is: o a citizen or resident of the United States; o a corporation, partnership, or other entity created or
organized in or under the laws of the United States or any state or political subdivision thereof; o an estate the income
of which from sources without the United States is includible in gross income for United States federal income tax
purposes regardless of its connection with the conduct of a trade or business within the United States; or o any trust
with respect to which (i) a United States court is able to exercise primary supervision over the administration of such
trust and (ii) one or more United States persons have the authority to control all substantial decisions of the trust. For
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any taxable year in which we qualify as a REIT, amounts distributed to Taxable U.S. Shareholders will be taxed as
follows. Distributions Generally Distributions made to our Taxable U.S. Shareholders out of current or accumulated
earnings and profits (and not designated as a capital gain dividend) will be taken into account by such shareholder as
ordinary income and will not, in the case of a corporate shareholder, be eligible for the dividends received deduction.
To the extent that we make a distribution with respect to holders of our common stock that is in excess of our current
or accumulated earnings and profits, the distribution will be treated by a Taxable U.S. Shareholder first as a tax-free
return of capital, reducing the shareholder's tax basis in the common stock, and any portion of the distribution in
excess of the shareholder's tax basis in the common stock will then be treated as gain from the sale of such common
stock. Dividends declared by us in October, November, or December of any year payable to a shareholder of record on
a specified date in any such month shall be treated as both paid by us and received by shareholders on December 31 of
such year, provided that the dividend is actually paid by us during January of the following calendar year. Taxable
U.S. Shareholders may not include on their federal income tax returns any of our tax losses. Capital Gain Dividends
Dividends to Taxable U.S. Shareholders that properly are designated by us as capital gain dividends will be treated by
such shareholders as long-term capital gain, to the extent that such dividends do not exceed our actual net capital gain,
without regard to the period for which the shareholders have held our common stock. Taxable U.S. Shareholders that
are corporations may be required, however, to treat up to 20% of particular capital gain dividends as ordinary income.
Capital gain dividends, like regular dividends from a real estate investment trust, are not eligible for the dividends
received deduction for corporations. Retained Capital Gains A REIT may elect to retain, rather than distribute, its net
long-term capital gain received during the tax year. To the extent designated in a notice from the REIT to its
shareholders, the REIT will pay the income tax on such gains and Taxable U.S. Shareholders must include their
proportionate share of the -31- undistributed net long-term capital gain so designated in their income for the tax year.
Each Taxable U.S. Shareholder will be deemed to have paid its share of the tax paid by the REIT, which tax will be
credited or refunded to such shareholder. Passive Activity Loss and Investment Interest Limitations Distributions,
including deemed distributions of undistributed net long-term capital gain, from us and gain from the disposition of
our common stock will not be treated as passive activity income, and, therefore, Taxable U.S. Shareholders who are
subject to the passive loss limitation rules of the Internal Revenue Code will not be able to apply any passive activity
losses against such income. Distributions from us, to the extent they do not constitute a return of capital, generally will
be treated as investment income for purposes of the investment income limitation on deductibility of investment
interest. However, net capital gain from the disposition of our common stock or capital gain dividends, including
deemed distributions of undistributed net long-term capital gains, generally will be excluded from investment income.
Sale of Common Stock Upon the sale of our common stock, a Taxable U.S. Shareholder generally will recognize gain
or loss equal to the difference between the amount realized on such sale and the holder's tax basis in the common
stock sold. To the extent that the common stock is held as a capital asset by the Taxable U.S. Shareholder, the gain or
loss will be a long-term capital gain or loss if the common stock has been held for more than a year, and will be a
short-term capital gain or loss if the common stock has been held for a shorter period. In general, however, any loss
upon a sale of the common stock by a Taxable U.S. Shareholder who has held such common stock for six months or
less (after applying certain holding period rules) will be treated as a long-term capital loss to the extent that
distributions from us were required to be treated as long-term capital gain by that holder. Taxation of Tax-Exempt
Shareholders Tax-exempt entities, including qualified employee pension and profit sharing trusts and individual
retirement accounts, which we refer to as Exempt Organizations, generally are exempt from federal income taxation.
Exempt Organizations are subject to tax, however, on their unrelated business taxable income, or UBTI. UBTI is
defined as the gross income derived by an Exempt Organization from an unrelated trade or business, less the
deductions directly connected with that trade or business, subject to certain exceptions. While many investments in
real estate generate UBTI, the Internal Revenue Service has issued a ruling that dividend distributions from a REIT to
an exempt employee pension trust do not constitute UBTI, provided that the shares of the REIT are not otherwise used
in an unrelated trade or business of the exempt employee pension trust. Based on that ruling, amounts distributed to
Exempt Organizations generally should not constitute UBTI. However, if an Exempt Organization finances its
acquisition of common stock with debt, a portion of its income from a REIT will constitute UBTI pursuant to the
"debt-financed property" rules. In addition, in certain circumstances, a pension trust that owns more than 10% of the
stock of a REIT will be required to treat a percentage of the dividends paid by the REIT as UBTI based upon the
percentage of the REIT's income that would constitute UBTI to the shareholder if received directly by it. This rule
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applies to a pension trust holding more than 10% (by value) of our common stock only if (i) the percentage of the
income from us that is UBTI (determined as if we were a pension trust) is at least 5% and (ii) we are treated as a
"pension-held REIT." We do not expect to qualify as a "pension-held REIT" and have covenanted not to become one
in connection with our prior convertible trust preferred financing. -32- Taxation of Non-U.S. Shareholders General
The rules governing United States federal income taxation of nonresident alien individuals, foreign corporations,
foreign partnerships, foreign trusts and certain other foreign stockholders, which we refer to as Non-U.S.
Shareholders, are complex and no attempt is made herein to provide more than a general summary of such rules. This
discussion does not consider the tax rules applicable to all Non-U.S. Shareholders and, in particular, does not consider
the special rules applicable to U.S. branches of foreign banks or insurance companies or certain intermediaries.
Non-U.S. shareholders should consult with their own tax advisors to determine the impact of federal, state, local and
foreign tax laws with regard to the election, including any reporting and withholding requirements. Ordinary
Dividends General Distributions to Non-U.S. Shareholders that are not attributable to gain from sales or exchanges by
a REIT of United States real property interests and are not designated by a REIT as capital gain dividends (or deemed
distributions of retained capital gains) will be treated as ordinary dividends to the extent that they are made out of
current or accumulated earnings and profits of the REIT. Any portion of a distribution in excess of current and
accumulated earnings and profits of the REIT will not be taxable to a Non-U.S. Shareholder to the extent that such
distribution does not exceed the adjusted basis of the shareholder in the REIT's stock, but rather will reduce the
adjusted basis of such shares. To the extent that the portion of the distribution in excess of current and accumulated
earnings and profits exceeds the adjusted basis of a Non-U.S. Shareholder in our common stock, such excess generally
will be treated as gain from the sale or disposition of the common stock and will be taxed as described below.
Withholding Dividends paid to Non-U.S. Shareholders may be subject to U.S. withholding tax. If an income tax treaty
does not apply and the Non-U.S. Shareholder's investment in the REIT's stock is not effectively connected with a trade
or business conducted by the Non-U.S. Shareholder in the United States (or if a tax treaty does apply and the
investment in the stock is not attributable to a United States permanent establishment maintained by the Non-U.S.
Shareholder), ordinary dividends (i.e., distributions out of current and accumulated earnings and profits) will be
subject to a U.S. withholding tax at a 30% rate, or, if an income tax treaty applies, at a lower treaty rate. Because we
generally cannot determine at the time that a distribution is made whether or not it will be in excess of earnings and
profits, we intend to withhold on the gross amount of each distribution at the 30% rate (or lower treaty rate) (other
than distributions subject to the 35% FIRPTA withholding rules described below). To receive a reduced treaty rate, a
Non-U.S. Shareholder must furnish us or our paying agent with a duly completed Form 1001 or Form W-8BEN (or
authorized substitute form) certifying such holder's qualification for the reduced rate. Generally, a Non-U.S.
Shareholder will be entitled to a refund from the IRS to the extent the amount withheld by us from a distribution
exceeds the amount of United States tax owed by such shareholder. In the case of a Non-U.S. Shareholder that is a
partnership or a trust, the withholding rules for a distribution to such a partnership or trust will be dependent on
numerous factors, including (1) the classification of the type of partnership or trust, (2) the status of the partner or
beneficiary, and (3) the activities of the partnership or trust. Non-U.S. Shareholders that are partnerships or trusts are
urged to consult their tax advisors regarding the withholding rules applicable to them based on their particular
circumstances. -33- If an income tax treaty does not apply, ordinary dividends that are effectively connected with the
conduct of a trade or business within the United States by a Non-U.S. Shareholder (and, if a tax treaty applies,
ordinary dividends that are attributable to a United States permanent establishment maintained by the Non-U.S.
Shareholder) are exempt from U.S. withholding tax. In order to claim such exemption, a Non-U.S. Shareholder must
provide us or our paying agent with a duly completed Form W-8ECI (or authorized substitute form) certifying such
holder's exemption. However, ordinary dividends exempt from U.S. withholding tax because they are effectively
connected or are attributable to a United States permanent establishment maintained by the Non-U.S. Shareholder
generally are subject to U.S. federal income tax on a net income basis at regular graduated rates. In the case of
Non-U.S. Shareholders that are corporations, any effectively connected ordinary dividends or ordinary dividends
attributable to a United States permanent establishment maintained by the Non-U.S. Shareholder may, in certain
circumstances, be subject to an additional branch profits tax at a 30% rate, or lower rate specified by an applicable
income tax treaty. Capital Gain Dividends General For any year in which we qualify as a REIT, distributions that are
attributable to gain from sales or exchanges by us of United States real property interests will be taxed to a Non-U.S.
Shareholder under the provisions of the Foreign Investment in Real Property Tax Act of 1980, which is commonly
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referred to as FIRPTA. Under FIRPTA, distributions attributable to gain from sales of United States real property are
taxed to a Non-U.S. Shareholder as if such gain were effectively connected with a United States trade or business.
Non-U.S. Shareholders thus would be taxed at the regular capital gain rates applicable to Taxable U.S. Shareholders
(subject to the applicable alternative minimum tax and a special alternative minimum tax in the case of nonresident
alien individuals). Distributions subject to FIRPTA also may be subject to a 30% branch profits tax in the hands of a
corporate Non-U.S. Shareholder not otherwise entitled to treaty relief or exemption. Withholding Under FIRPTA, a
REIT is required to withhold 35% of any distribution that is designated as a capital gain dividend or which could be
designated as a capital gain dividend and is attributable to gain from the disposition of a United States real property
interest. Moreover, if a REIT designates previously made distributions as capital gain dividends, subsequent
distributions (up to the amount of the prior distributions so designated) will be treated as capital gain dividends for
purposes of FIRPTA withholding. Sale of Common Stock A Non-U.S Shareholder generally will not be subject to
United States federal income tax under FIRPTA with respect to gain recognized upon a sale of our common stock, if
less than 50% of our assets during a prescribed testing period consist of interests in real property located within the
United States (excluding interests in real property solely in the capacity as a creditor) or we are a
"domestically-controlled REIT." A domestically-controlled REIT generally is defined as a real estate investment trust
in which at all times during a specified testing period less than 50% in value of the stock was held directly or
indirectly by non-U.S. persons. Although currently it is anticipated that we will be a domestically-controlled REIT,
and, therefore, that the sale of common stock will not be subject to taxation under FIRPTA, there can be no assurance
that we will, at all relevant times, be a domestically-controlled REIT. If we are not a domestically-controlled REIT, a
Non-U.S. Shareholder's sale of our stock will generally not be subject to tax under FIRPTA if (a) the stock is treated
as "regularly traded" on an established securities market and (b) the seller held 5% or less of our stock at all times
during a specified testing period. If the gain on the sale of our common stock were subject to taxation under FIRPTA,
a Non-U.S. Shareholder would be subject to the same treatment as Taxable U.S. Shareholders with resp



