gain resulting from a sale or exchange of such shares. See “Material U.S. Federal Income Tax
Considerations.”

Complying with the REIT requirements may cause us fo forege otherwize aifractive apporfunities or liguidafe
certain af our invesfovents.

Tor qualify as a REIT for US. federal income tax purposes, we must continually satisfy tests
concerning, among other things, the sources of our income, the nature and diversification of our assets,
the amounts we distribute to our stockholders and the ownership of our stock. We may be reguired to
make distributions to our stockholders at disadvantageous times or when we do not have funds readily
available for distribution. Thus, compliance with the REIT requirements may, for instance, hinder our
ability to make certain otherwise attractive investments or undertake other activities that might
otherwise be beneficial to us and our stockholders, or may require us to borrow or liguidate
investments in unfavorable market conditions and, therefore, may hinder our investment performance.

As a REIT, at the end of each calendar quarter, at least 75% of the value of our assets must
consist of cash, cash items, government securities and qualified real estate assets. The remainder of our
investments in securities (other than cash, cash ftems, government securities, securities issued by a TRS
and gualified real estate assets) generally cannot include more than 109% of the outstanding voting
securities of any one issuer or more than 0% of the total value of the outstanding securities of any
one issuer. In addition, in general, no more than 3% of the value of our total assets {(other than cash,
cash items, government securities, securities issued by a TRS and qualified real estate assets) can
consist of the securities of any one issuer, and no more than 253% of the value of our total assets can
be represented by securities of one or more TRSs. After meeting these reguirements at the close of a
calendar quarter, if we fail to comply with these requirements at the end of any subsequent calendar
guarter, we must correct the failure within 30 days after the end of the calendar quarter or qualify for
certain statutory relief provisions to avoid losing our REIT qualification. As a result, we may be
required to liquidate from our portfolio otherwise attractive investments. These actions could have the
effect of reducing our income and amounts available for distribution to our stockholders.

We may be subject to a 105 penalty tax on any prohibited transactions that we enter inte or may be
required to forego certain otherwise beneficial opportunities in order to avoid the penalty tax on prohibited
fransactions.

If we are found to have held, acguired or developed inventory or property primarily for sale to
customers in the ordinary course of business, we may be subject to a 100% tax on net income from
“prohibited transactions™ under U.S. federal tax laws on the gain from disposition of the property
unless the disposition qualifies for one or more safe harbor exceptions for properties that have been
held by us for at least two yvears and satisfy certain additional requirements (or the disposition is made
through a TRS and, therefore, is subject to corporate U.S. federal income tax).

The term “prohibited transactions™ generally includes a sale or other disposition of property (other
than foreclosure property) that is (i) of a kind that is properly included in inventory if on hand at the
close of the taxable vear or (i) held primarily for sale to customers in the ordinary course of a trade or
business. Whether property is held “primarily for sale to customers in the ordinary course of a trade or
business” depends on the specific facts and circumstances, The Code provides a safe harbor pursuant
to which sales of properties held for at least two years and meeting certain additional requirements will
not be treated as prohibited transactions, but compliance with the safe harbor may not always be
practical,

We intend to conduct our operations so that no farm {or other interests in real property) that we
own outside of a TRS will be treated as, or as having been, held for sale to customers in the ordinary
course of our business, We intend to hold our farms for investment with a view to long-term
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