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PROSPECTUS SUPPLEMENT

(To Prospectus dated March 8, 2013)

11,500,000 SHARES

U.S. Silica Holdings, Inc.

Common Stock

The selling stockholders identified in this prospectus supplement are offering 11,500,000 shares of our common stock. We will not receive
any proceeds from the sale of shares offered by the selling stockholders. See �Selling Stockholders.�

Our common stock is traded on the New York Stock Exchange under the symbol �SLCA.� On November 7, 2013, the last reported sale price
for our common stock on the New York Stock Exchange was $32.74 per share.

We are an �emerging growth company� as that term is used in the Jumpstart Our Business Startups Act of 2012 and, as such, we have elected
to comply with certain reduced public company reporting requirements in our public filings.
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Investing in the common stock involves risks that are described in the �Risk Factors� section beginning on page S-3
of this prospectus supplement.

Price to
Public

Underwriting
Discounts

and
Commissions(1)

Proceeds to
Selling

Stockholders
Per share $31.50 $0.80 $30.70
Total $362,250,000 $9,200,000 $353,050,000

(1) The underwriter will receive reimbursement for certain expenses in addition to the underwriting discounts and commissions. See
�Underwriter.�

To the extent that the underwriter sells more than 11,500,000 shares of common stock, the underwriter has the option for a period of 30 days
from the date of this prospectus supplement to purchase up to an additional 1,575,000 shares from one of the selling stockholders at the initial
public offering price less the underwriting discount.

The Securities and Exchange Commission and state securities regulators have not approved or disapproved these securities, or determined if
this prospectus supplement is truthful or complete. Any representation to the contrary is a criminal offense.

The underwriter expects to deliver the shares of common stock to purchasers on November 14, 2013.

MORGAN STANLEY

November 8, 2013
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document consists of two parts. The first part is this prospectus supplement, which describes the specific terms of this offering. The second
part is the accompanying prospectus, which contains more general information, some of which may not apply to this offering. You should read
both this prospectus supplement and the accompanying prospectus, together with additional information described in the accompanying
prospectus under the headings �Where You Can Find More Information� and �Incorporation by Reference of Certain Documents.�

If the description of the offering varies between this prospectus supplement and the accompanying prospectus or in any document incorporated
by reference that was filed with the Securities and Exchange Commission (the �Commission� or the �SEC�) before the date of this prospectus
supplement, you should rely on the information in this prospectus supplement. If any statement in one of these documents is inconsistent with a
statement in another document having a later date�for example, a subsequently filed document deemed incorporated by reference in this
prospectus supplement and the accompanying prospectus�the statement in the document having the later date modifies or supersedes the earlier
statement. Any statement so modified or superseded will not be deemed, except as so modified or superseded, to constitute a part of this
prospectus supplement.

We and the selling stockholders have not authorized anyone to provide you with any different or additional information other than that contained
in or incorporated by reference into this prospectus supplement and the accompanying prospectus. We, the selling stockholders and the
underwriter take no responsibility for, and can provide no assurance as to the reliability of, any other information that others may provide.

Neither we, the selling stockholders, nor the underwriter is making an offer to sell our common stock in any jurisdiction where the offer or sale
is not permitted. You should not assume that the information appearing in this prospectus supplement, the accompanying prospectus, any free
writing prospectus we have authorized for use in connection with this offering or any document incorporated by reference therein is accurate as
of any date other than the date of the applicable document. Our business, financial condition, results of operations, and prospects may have
changed since that date. Neither this prospectus supplement nor the accompanying prospectus constitutes an offer, or an invitation on our behalf
or on behalf of the underwriter, to subscribe for and purchase any of the securities, and may not be used for or in connection with an offer or
solicitation by anyone, in any jurisdiction in which such an offer or solicitation is not authorized or to any person to whom it is unlawful to make
such an offer or solicitation.

S-ii
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INCORPORATION BY REFERENCE OF CERTAIN DOCUMENTS

We are �incorporating by reference� specified documents that we file with the SEC, which means that we can disclose important information to
you by referring you to those documents that are considered part of this prospectus supplement. Later information that we file with the SEC will
automatically update and supersede this information. We incorporate by reference into this prospectus the documents listed below and any future
filings (other than pursuant to Items 2.02 and 7.01 of Form 8-K) made with the SEC (other than any portion of such filings that are furnished
under applicable SEC rules rather than filed) under Sections 13(a), 13(c), 14, or 15(d) of the Exchange Act, including filings made after the date
of this prospectus and prior to the termination of this offering:

� our Annual Report on Form 10-K for the fiscal year ended December 31, 2012;

� our Quarterly Reports on Form 10-Q for the three months ended March 31, 2013, June 30, 2013 and September 30, 2013;

� our Current Reports on Form 8-K filed on January 4, 2013, February 11, 2013, March 19, 2013, April 1, 2013, April 30, 2013 (only
with respect to Item 5.07), June 11, 2013, July 29, 2013 and October 11, 2013; and

� our Registration Statement on Form 8-A filed on January 31, 2012.

Any statement contained in a document incorporated or deemed to be incorporated by reference into this prospectus supplement will be deemed
to be modified or superseded for purposes of this prospectus supplement to the extent that a statement contained in this prospectus supplement or
any other subsequently filed document that is deemed to be incorporated by reference into this prospectus supplement modifies or supersedes the
statement. Any statement so modified or superseded will not be deemed, except as so modified or superseded, to constitute a part of this
prospectus supplement. Our Commission File Number is 001-35416.

Our filings with the SEC, including our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and
amendments to those reports, are available free of charge on our website at http://www.ussilica.com as soon as reasonably practicable after they
are filed with, or furnished to, the SEC. Our website and the information contained on that site, or connected to that site, are not incorporated
into and are not a part of this prospectus. You may also obtain a copy of these filings at no cost by writing or telephoning us at the office of our
Corporate Secretary, U.S. Silica Holdings, Inc., (301) 682-0600.

S-iii
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SUMMARY

This summary highlights material information regarding the offering contained elsewhere in this prospectus supplement, but may not contain all
of the information that may be important to you. You should read this entire prospectus supplement and the accompanying prospectus carefully,
including the matters discussed under the caption �Risk Factors� in this prospectus supplement and in our Annual Report on Form 10-K for the
year ended December 31, 2012 and the more detailed information and financial statements and related notes appearing in the documents
incorporated by reference herein. As used herein, the �Company,� �U.S. Silica,� �we,� �us� and �our� refer to �U.S. Silica Holdings, Inc.� and its
consolidated subsidiaries.

Company Overview

We are one of the largest domestic producers of commercial silica, a specialized mineral that is a critical input into a variety of attractive end
markets. During our 113-year history, we have developed core competencies in mining, processing, logistics and materials science that enable us
to produce and cost-effectively deliver over 250 products to customers across these markets. In our largest end market, oil and gas proppants,
our frac sand is used to stimulate and maintain the flow of hydrocarbons in horizontally drilled oil and natural gas wells. This segment of our
business is experiencing rapid growth due to recent technological advances in the hydraulic fracturing process, which have made the extraction
of large volumes of oil and natural gas from U.S. shale formations economically feasible. Our commercial silica is also used as an economically
irreplaceable raw material in a wide range of industrial applications, including glassmaking and chemical manufacturing. Additionally, in recent
years a number of attractive new end markets have developed for our high-margin, performance silica products, including high performance
glass, specialty coatings, polymer additives and geothermal energy systems.

We were incorporated as a Delaware corporation in 2008 in connection with our acquisition by an affiliate of Golden Gate Private Equity, Inc.
(�Golden Gate Capital�). We began operations 113 years ago in Ottawa, Illinois. Since that time, we have merged with and acquired many
additional commercial silica mining and production facilities.

Our corporate headquarters is located at 8490 Progress Drive, Suite 300, Frederick, Maryland 21701. Our telephone number is (301) 682-0600.
Our website address is http://www.ussilica.com. The information on our website is not deemed to be part of this prospectus supplement.

S-1
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THE OFFERING

Common stock offered by the selling stockholders 11,500,000 shares (or 13,075,000 shares if the underwriter�s option
to purchase additional shares is exercised in full).

Selling stockholders GGC USS Holdings, LLC (�GGC Holdings�) and Fidelity
Investments Charitable Gift Fund

Common stock outstanding immediately after this offering 53,400,850 shares

Use of proceeds We will not receive any proceeds from this offering. See �Use of
Proceeds.�

Option to purchase additional shares The underwriter has the option to purchase up to 1,575,000
additional shares from GGC Holdings. The underwriter can
exercise this option at any time within 30 days from the date of this
prospectus supplement.

Dividend policy We have paid special dividends in the past, and recently declared a
quarterly cash dividend of $0.125 per share to stockholders of
record at close of business on December 16, 2013. We may pay
additional dividends in the future, but any determination will be at
the discretion of our board of directors. In addition, because we are
a holding company, our ability to pay dividends on our common
stock may be limited by restrictions on the ability of our
subsidiaries to pay dividends or make distributions to us, including
restrictions under the terms of the agreements governing our
indebtedness.

Risk factors Investing in our common stock involves a high degree of risk. See
�Risk Factors� beginning on page S-3 of this prospectus supplement
for a discussion of factors you should carefully consider before
deciding to invest in our common stock.

Symbol for trading on the New York Stock Exchange �SLCA�

Unless otherwise indicated, all information in this prospectus supplement relating to the number of shares of our common stock to be
outstanding immediately after this offering:

� includes 72,000 shares of currently unvested restricted stock granted pursuant to the 2011 Incentive Compensation Plan (the �2011
Plan�);

� excludes 1,318,969 shares of our common stock issuable upon the exercise of options outstanding as of November 5, 2013 pursuant
to the 2011 Plan, of which 340,550 options are currently exercisable;

� excludes 152,403 shares of our common stock issuable upon the vesting of restricted stock units and performance share units
(assuming at target performance) outstanding as of November 5, 2013 pursuant to the 2011 Plan;

� excludes 5,020,111 shares of our common stock reserved for future grants under the 2011 Plan; and

� assumes no exercise by the underwriter of its option to purchase up to 1,575,000 additional shares from GGC Holdings.
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RISK FACTORS

Our business is subject to uncertainties and risks. You should carefully consider and evaluate all of the information included and incorporated by
reference into this prospectus supplement and the accompanying prospectus, including the risk factors under the caption �Risk Factors�
incorporated by reference to our Annual Report on Form 10-K for the fiscal year ended December 31, 2012. Our business, financial condition,
liquidity or results of operations could be materially adversely affected by any of these risks.

FORWARD-LOOKING STATEMENTS

This prospectus supplement, the accompanying prospectus and the documents incorporated by reference herein contain forward-looking
statements within the meaning of Section 27A of the Securities Act and Section 21E of the Securities Exchange Act of 1934, as amended (the
�Exchange Act�), that are based on current expectations, estimates, forecasts and projections about us, our future performance, our liquidity, the
commercial silica industry, our beliefs and management�s assumptions. Words such as �anticipate,� �assume,� �believe,� �estimate,� �expect,� �intend,� �plan,�
�seek,� �project,� �target,� �goal� and variations of such words and similar expressions are intended to identify such forward-looking statements. All
statements in this prospectus supplement, the accompanying prospectus and the documents incorporated by reference herein regarding our
business strategy, future operations, financial position, cost savings, prospects, plans and objectives, as well as information concerning industry
trends and expected actions of third parties, are forward-looking statements, including statements about our current Greenfield expansion. All
forward-looking statements speak only as of the date on which they are made. These statements are not guarantees of future performance and
involve certain risks, uncertainties and assumptions concerning future events that are difficult to predict. Therefore, actual future events or
results may differ materially from these statements. We believe that the factors that could cause our actual results to differ materially include the
factors that we describe under the caption �Risk Factors.� These factors, risks and uncertainties include, but are not limited to, the following:

� fluctuations in demand for commercial silica;

� the cyclical nature of our customers� businesses;

� operating risks that are beyond our control, such as changes in the price and availability of transportation, natural gas or electricity;
unusual or unexpected geological formations or pressures; pit wall failures or rock falls; or unanticipated ground, grade or water
conditions;

� our dependence on two of our plants for a significant portion of our sales;

� the level of activity in the natural gas and oil industries;

� decreased demand for frac sand or the development of either effective alternative proppants or new processes to replace hydraulic
fracturing;

� federal, state and local legislative and regulatory initiatives relating to hydraulic fracturing and the potential for related regulatory
action or litigation affecting our customers� operations;
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� our rights and ability to mine our properties and our renewal or receipt of the required permits and approvals from governmental
authorities and other third parties;

� our ability to implement our capacity expansion plans, including Greenfield developments, within our current timetable and budget
and our ability to secure demand for our increased production capacity, and the actual operating costs once we have completed the
capacity expansion;

� our ability to succeed in competitive markets;

� loss of, or reduction in, business from our largest customers;

� increasing costs or a lack of dependability or availability of transportation services or infrastructure

S-3
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� increases in the prices of, or interruptions in the supply of, natural gas and electricity, or any other energy sources;

� increases in the price of diesel fuel;

� diminished access to water;

� our ability to effectively integrate the manufacture of resin-coated sand with our existing processes;

� our ability to successfully complete acquisitions or integrate acquired businesses;

� our ability to make capital expenditures to maintain, develop and increase our asset base and our ability to obtain needed capital or
financing on satisfactory terms;

� substantial indebtedness and pension obligations;

� restrictions imposed by our indebtedness on our current and future operations;

� the accuracy of our estimates of mineral reserves and resource deposits;

� a shortage of skilled labor and rising costs in the mining industry;

� our ability to attract and retain key personnel;

� our ability to maintain satisfactory labor relations;

� our reliance on trade secrets and contractual restrictions, rather than patents, to protect our proprietary rights;

� our significant unfunded pension obligations and post-retirement health care liabilities;

� our ability to maintain effective quality control systems at our mining, processing and production facilities;

� seasonal and severe weather conditions;

� fluctuations in our sales and results of operations due to seasonality and other factors;

� interruptions or failures in our information technology systems;
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� the impact of a terrorist attack or armed conflict;

� our failure to maintain adequate internal controls;

� extensive and evolving environmental, mining, health and safety, licensing, reclamation and other regulation (and changes in their
enforcement or interpretation);

� silica-related health issues and corresponding litigation;

� our ability to acquire, maintain or renew financial assurances related to the reclamation and restoration of mining property; and

� other risk factors disclosed in our Annual Report on Form 10-K for the year ended December 31, 2012.

These factors should not be construed as exhaustive and should be read in conjunction with the other cautionary statements included in this
prospectus supplement, the accompanying prospectus and the documents incorporated by reference herein. These risks and uncertainties, as well
as other risks of which we are not aware or which we currently do not believe to be material, may cause our actual future results to be materially
different than those expressed in our forward-looking statements. We caution you not to place undue reliance on these forward-looking
statements. We do not undertake any obligation to make any revisions to these forward-looking statements to reflect events or circumstances
after the date made or to reflect the occurrence of unanticipated events, except as required by law, including the securities laws of the United
States and rules and regulations of the SEC.

S-4
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USE OF PROCEEDS

All shares of our common stock offered by this prospectus supplement and the accompanying prospectus will be sold by the selling
stockholders. We will not receive any proceeds from this offering. We will pay transaction expenses, other than the underwriting discounts and
commissions, associated with the sale of shares of common stock by the selling stockholders estimated at $0.5 million.

SELLING STOCKHOLDERS

The selling stockholders are offering to sell 11,500,000 shares of our common stock, and one of the selling stockholders is offering to sell
1,575,000 additional shares if the underwriter�s option to purchase additional shares is exercised in full.

The table below sets forth information regarding the beneficial ownership of our common stock by the selling stockholders as of the date of this
prospectus supplement.

Shares
Beneficially

Owned Prior to
this Offering

Shares to be
Sold in This

Offering
Assuming

No Exercise
of the Option
to Purchase
Additional

Shares

Shares to be
Sold in this

Offering
Assuming

Full
Exercise

of the Option
to Purchase
Additional

Shares

Shares
Beneficially

Owned
Assuming No

Exercise of the
Option to
Purchase

Additional
Shares

Shares
Beneficially

Owned after this
Offering

Assuming Full
Exercise of the

Option to
Purchase

Additional
Shares

Name # % # # # % # %
GGC USS Holdings, LLC(1) 17,576,060 32.9 11,474,589 13,049,589 6,101,471 11.4 4,526,471 8.5
Fidelity Investments Charitable Gift
Fund(2)(3) 25,411 * 25,411 25,411 � � � �

(1) Interests in GGC Holdings are held directly or indirectly by a private investor group, including funds managed by Golden Gate
Capital; Charles Shaver, the chairman of our board of directors; and Bryan A. Shinn, our President and Chief Executive
Officer. Although Messrs. Shaver and Shinn do not have voting or dispositive power over securities owned by GGC Holdings,
each owns interests of GGC Holdings with varying rights to participate in distributions by GGC Holdings. The following table
sets forth information as of the date of this prospectus supplement regarding the beneficial ownership of our common stock if
GGC Holdings were to distribute the common stock to its members.

S-5
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Shares
Beneficially

Owned Prior to
this Offering

Shares to be
Sold in this

Offering
Assuming

No Exercise
of the Option
to Purchase
Additional

Shares

Shares to be
Sold in this

Offering
Assuming

Full Exercise
of theOption
to Purchase
Additional

Shares

Shares
Beneficially
Owned after
this Offering
Assuming No

Exercise of the
Option to Purchase

Additional
Shares

Shares
Beneficially
Owned after
this Offering

Assuming
Full Exercise of the
Option to Purchase

Additional
Shares

Name # % # # # % # %
Funds managed by Golden Gate
Capital 16,401,400 30.7 10,707,119 12,177,009 5,694,281 10.7 4,224,391 7.9
Charles Shaver 41,170 * 26,899 30,583 14,271 * 10,587 *
Bryan A. Shinn(a) 211,288 * 138,046 156,952 73,242 * 54,336 *
Other Investors 922,202 1.7 602,525 685,045 319,677 * 237,157 *

(*) Represents beneficial ownership of less than one percent (1%) of our common stock.
(a) Does not include 14,250 shares of restricted stock and 3,035 shares of common stock that Mr. Shinn directly beneficially owns.

(2) Represents shares received on November 7, 2013 as a result of charitable contributions by partners of one or more of the funds
managed by Golden Gate Capital, which own interests in GGC Holdings.

(3) The address of Fidelity Investments Charitable Gift Fund is 200 Seaport Boulevard, ZE7, Boston, Massachusetts 02110.

S-6
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MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS TO NON-U.S. HOLDERS

The following is a summary of material U.S. federal income tax consequences of the ownership and disposition of our common stock to a
non-U.S. holder that purchases shares of our common stock in this offering. For purposes of this summary, a �non-U.S. holder� means a beneficial
owner of our common stock that is, for U.S. federal income tax purposes:

� a nonresident alien individual;

� a foreign corporation (or entity treated as a foreign corporation for U.S. federal income tax purposes); or

� a foreign estate or foreign trust.

A �non-U.S. holder� does not include an individual who is present in the United States for 183 days or more in the taxable year of disposition and
is not otherwise a resident of the United States for U.S. federal income tax purposes. Such an individual is urged to consult his or her own tax
adviser regarding the U.S. federal income tax consequences of the sale, exchange or other disposition of common stock. In the case of a holder
that is classified as a partnership for U.S. federal income tax purposes, the tax treatment of a partner in such partnership generally will depend on
the status of the partner and the activities of the partner and the partnership. If you are a partner in a partnership holding our common stock, then
you should consult your own tax adviser.

This summary is based upon the provisions of the Internal Revenue Code of 1986, as amended, the Treasury regulations promulgated thereunder
and administrative and judicial interpretations thereof, all as of the date hereof. Those authorities may be changed, perhaps retroactively, so as to
result in U.S. federal income tax consequences different from those summarized below. We cannot assure you that a change in law, possibly
with retroactive application, will not alter significantly the tax considerations that we describe in this summary. We have not sought and do not
plan to seek any ruling from the U.S. Internal Revenue Service (the �IRS�), with respect to statements made and the conclusions reached in the
following summary, and there can be no assurance that the IRS or a court will agree with our statements and conclusions.

This summary does not address all aspects of U.S. federal income taxes that may be relevant to non-U.S. holders in light of their personal
circumstances, and does not deal with federal taxes other than the U.S. federal income tax or with non-U.S., state or local tax considerations.
Special rules, not discussed here, may apply to certain non-U.S. holders, including:

� U.S. expatriates;

� controlled foreign corporations;

� passive foreign investment companies; and

� investors in pass-through entities that are subject to special treatment under the Code.

Edgar Filing: U.S. SILICA HOLDINGS, INC. - Form 424B7

Table of Contents 15



Such non-U.S. holders should consult their own tax advisers to determine the U.S. federal, state, local and other tax consequences that may be
relevant to them.

This summary applies only to a non-U.S. holder that holds our common stock as a capital asset (within the meaning of Section 1221 of the
Code).

If you are considering the purchase of our common stock, you should consult your own tax adviser concerning the particular U.S. federal income
tax consequences to you of the ownership and disposition of our common stock, as well as the consequences to you arising under U.S. tax laws
other than the federal income tax law or under the laws of any other taxing jurisdiction.

S-7
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18.

What is the purpose of the plan�s Safekeeping Service for certificates and how does it work?

The purpose of the plan�s Safekeeping Service is to permit participants to deposit all certificates in their possession which represent common
shares held by participants outside of the plan with the administrator for safekeeping. Any such certificates which are deposited with the
administrator will be canceled and deposited into the shareholder�s account in book entry form. Thereafter, the deposited common shares will be
treated in the same manner as common shares purchased through the plan.

9

19. What are the advantages of the Safekeeping Service?
The Safekeeping Service offers two significant advantages to participants. First, it eliminates the risk associated with loss of certificates which
represent common shares held by participants outside of the plan. Second, because common shares deposited for safekeeping are treated in the
same manner as common shares purchased through the plan, they may be sold through the plan in a convenient and efficient manner.

20. How may common share certificates be deposited with the administrator?
A participant who wishes to deposit certificates representing common shares held by him or her outside of the plan for safekeeping should send
the certificates to the administrator with written instructions to deposit them in his or her account under the plan. Certificates sent to the
administrator should not be endorsed. The administrator will promptly send a statement to the participant confirming each deposit of certificates.

The administrator recommends that certificates sent to the administrator for safekeeping be sent by insured mail with appropriate coverage based
upon the value of the common shares represented by those certificates.

21. May a participant�s common shares remain on deposit if participation in the plan is terminated?
Yes. Upon terminating his or her participation in the plan, a participant may elect to receive all common shares held in his or her account under
the plan, either in kind or in cash. Otherwise, the administrator would continue to hold the shares in book-entry for the former participant. (See
Question 29.)

Sale Of Common Shares Held In The Plan

22. Can the common shares held in a participant�s account under the plan be sold through the administrator?
A participant can instruct the administrator to sell any or all of the whole common shares held in his or her account under the plan either when
his or her account is being terminated (see Question 29) or without terminating his or her account. However, fractional common shares will not
be sold unless all whole common shares held in the account are sold. If all common shares (including fractional common shares) held in a
participant�s account are sold, the account will automatically be terminated, and the participant will have to complete and file a new enrollment
card (see Question 30) in order to resume his or her participation in the plan.

The written notification to the administrator should indicate the number of common shares that are to be sold. The administrator will make the
sale as soon as practicable after receipt of a participant�s request, and a check for the proceeds, less any costs to the participant (see Question 27),
will usually be sent by the administrator on the settlement date, which will be five business days from the date of sale. No participant will have
the authority or power to direct the date or sales price at which common shares may be sold. Therefore, a participant will not be able to precisely
time such sales through the plan and will bear the market risk associated with fluctuations in the price of our common shares. Sales requests
should be sent to the administrator at the address set forth in the answer to Question 4.

Issuance Of Certificates
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23. Will certificates be issued for common shares purchased for a participant�s account under the plan?
Common shares purchased for a participant�s account under the plan will be registered in the name of the administrator or its nominee as agent
for the participant. The number of common shares purchased for a participant�s account under the plan will be shown on the participant�s regular
statement of account. This service protects against loss, theft or destruction of common share certificates.

No certificates for any number of common shares purchased for a participant�s account under the plan will be issued to the participant unless he
or she submits a written request to the administrator. Such requests will be handled by the administrator, at no charge, normally within two
weeks. Any remaining whole common shares and any fractional common shares will continue to be held in the participant�s account. Certificates
for fractional shares will not be issued under any circumstances.

10

Common shares which are purchased for a participant�s account under the plan may not be pledged, sold or otherwise transferred. If a participant
wishes to pledge or transfer such common shares, he or she must request that a certificate for such common shares first be issued in his or her
name.

24. What effect will a request for a certificate have on a participant�s account?
All dividends on the common shares for which a certificate is requested will continue to be reinvested under the plan until the participant files a
new enrollment card changing his or her investment election.

Costs

25. What are the costs to the participants in connection with reinvestments under the plan?
There are no costs to participants in connection with reinvestments under the plan.

26. What are the costs to the participants in connection with the plan�s Safekeeping Service?
There are no costs to participants in connection with the plan�s Safekeeping Service.

27. What are the costs to a participant in connection with the sale of common shares purchased for his or her account under
the plan?

The administrator will charge a participant per share trading fees, transfer taxes (if any) and a service fee (not to exceed $5.00 per transaction)
for each authorization to sell common shares held in his or her account under the plan. In addition, a participant who sells (or authorizes the
administrator to sell) common shares acquired for their account under the plan, and any agents or broker-dealers that participate with them in
any such sale, may be deemed �underwriters� within the meaning of the Securities Act and any commissions received by them in connection with
any such sale may be deemed to be underwriting commissions or discounts under the Securities Act.

Termination Of Plan Participation

28. How does a participant terminate participation in the plan?
In order to terminate participation in the plan, a participant must notify the administrator in writing at the address set forth in the response to
Question 4. After receipt of such notice, the participant will begin to receive his or her dividends or distributions (as applicable), as declared, in
the usual manner.

29. What happens when a participant terminates his or her participation in the plan?
If the notice of termination is received by the administrator at least three business days prior to the record date for the next dividend or
distribution payment date, reinvestment of dividends or distributions (as applicable) will cease as of the date the notice of termination is received
by the administrator. If the notice of termination is received less than three business days prior to the record date for a dividend or distribution
payment date, the termination will not become effective until after the reinvestment of any dividends or distributions to be reinvested as of that
dividend or distribution payment date. When terminating an account, a participant may request that the administrator issue a certificate
representing all or a portion of the whole common shares held in his or her account (see Question 23) or sell all or a portion of the whole and
fractional common shares held in his or her account (see Question 22), or a combination of the foregoing. As soon as practicable after the notice
of termination is received, the administrator will send to the participant (a) a certificate for all whole common shares held in the participant�s
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account (except for any such common shares sold by the administrator at the participant�s written request) and (b) a check representing the
proceeds of any sale of common shares consummated by the administrator at the participant�s request and any uninvested dividends or
distributions (as applicable) remaining in the account and the value of any fractional share of common shares held in the account. After a
participant terminates participation in the plan, all dividends or distributions (as applicable) will be paid to the participant in the usual manner
unless the participant re-elects to participate in the plan.
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30. When may a shareholder or unitholder re-elect to participate in the plan?
Generally, a shareholder or unitholder may re-enroll in the plan at any time. However, the administrator reserves the right to reject any
enrollment card on the grounds of excessive joining and withdrawing. Such reservation is intended to minimize unnecessary administrative
expenses and to encourage use of the plan as a long-term shareholder and unitholder investment service.

Additional Information

31. How will common shares purchased for a participant�s account under the plan be voted at shareholders� meetings?
Common shares purchased for a participant�s account under the plan will be voted as the participant directs. Each participant will receive a proxy
voting card for the total of his or her common shares, including common shares held in his or her account under the plan. If no instructions are
received, the common shares will not be voted. Common shares held in a participant�s account may also be voted in person at the meeting.

32. What happens if we issue a stock dividend or declare a stock split?
In the event of a stock split or a stock dividend payable in common shares, the administrator will receive and credit to each participant�s account
the applicable number of whole and fractional common shares based both on the number of common shares held in the participant�s account
under the plan and, with respect to shareholders participating in the plan, the number of common shares registered in the participant�s own name
as of the record date for the stock dividend or split.

33. What happens if we issue rights to purchase securities to the holders of common shares?
We have never issued rights to holders of common shares to purchase securities. However, participation in any future rights offering will be
based both on the number of common shares held in each participant�s account under the plan and, with respect to shareholders participating in
the plan, the number of common shares registered in the participant�s own name as of the record date for the rights offering. Rights applicable to
common shares held in a participant�s account under the plan will be sold by the administrator and the proceeds of such sale will be credited to
the participant�s account under the plan and applied to the purchase of common shares on the next reinvestment date. Any participant who wishes
to exercise, transfer or sell the rights applicable to the common shares held in the participant�s account under the plan must request, prior to the
record date for the issuance of any such rights, that the common shares held in the participant�s account under the plan be transferred from the
participant�s account and registered in the participant�s name.

34. May the plan be changed or discontinued?
We reserve the right to amend, modify, suspend or terminate the plan, but such action shall have no retroactive effect that would prejudice the
interests of the participants. In the event of termination, certificates for whole common shares held in the participants� accounts under the plan
will be delivered to the participants together with a check for the net proceeds of the value of any fractional common shares.

35. What law governs the plan?
The terms and conditions of the plan and its operation shall be governed by the laws of the State of Maryland.

36. How is the plan to be interpreted?
Any question of interpretation arising under the plan will be determined by us, and any such determination will be final. Any action taken by us
or the administrator to effectuate the plan in the good faith exercise of our or their respective judgment will be binding on all participants.

USE OF PROCEEDS
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If we satisfy reinvestment requests through open market purchases, we will not receive any proceeds from reinvestments. With respect to
reinvestment requests satisfied through the issuance of our common shares, the net proceeds from such sale of the common shares offered
pursuant to the plan will be used for general corporate purposes of the Company.
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FEDERAL INCOME TAX CONSIDERATIONS

The information in this section is based on the Internal Revenue Code of 1986, as amended, which is generally referred to as the Code, existing,
temporary and proposed regulations under the Code, the legislative history of the Code, current administrative rulings and practices of the IRS
and court decisions, all as of the date hereof. No assurance can be given that future legislation, regulations, administrative interpretations and
court decisions will not significantly change current law or adversely affect existing interpretations of current law. Any such change could apply
retroactively to transactions preceding the date of the change. In addition, we have not received, and do not plan to request, any rulings from the
IRS. Thus no assurance can be provided that the statements set forth herein (which do not bind the IRS or the courts) will not be challenged by
the IRS or that such statements will be sustained by a court if so challenged.

Federal Income Tax Considerations Relating to the Plan

Each participant should consult his or her personal tax advisors with specific reference to his or her own tax situation and potential changes in
the applicable law as to all federal, state, local, foreign and other tax matters in connection with the reinvestment of dividends or distributions in
common shares for his or her account under the plan, his or her tax basis and holding period for common shares purchased for his or her account
under the plan and the character, amount and tax treatment of any gain or loss realized on the disposition of common shares in his or her account
under the plan. The following is only a brief summary of some of the federal income tax considerations applicable to the plan.

In the case of distributions from us with respect to a shareholder�s common shares, a shareholder enrolled in the plan will be treated for federal
income tax purposes as having received, on each reinvestment date, a distribution from us equal to the fair market value of any common shares
purchased for his or her account under the plan. Any discount in price for common shares issued by us for a shareholder�s account under the plan
will be treated as part of the distribution received. If dividends are reinvested by purchase on the open market, a participating shareholder�s
distribution will be treated, for federal income tax purposes, as including the participating shareholder�s allocable share of any brokerage fees or
commissions paid by us. A shareholder will also be treated as having received any cash distributions actually received by him or her with respect
to common shares held by him or her outside of the plan.

All costs of administering the plan, except for costs related to your voluntary sale of common shares or withdrawal from the plan, will be paid by
us. The Internal Revenue Service (IRS) has ruled in private letter rulings that administrative expenses are not generally treated as constructive
dividends taxable to you. We intend to take this position in respect to any administrative costs. Nonetheless, we note that private letter rulings
are not binding on the IRS and therefore there can be no assurance that the IRS will take a similar view with respect to our administrative
expenses.

As in the case of non-reinvested cash distributions, reinvested distributions to shareholders under the plan are taxable as dividend income to the
extent of our current and accumulated earnings and profits. Distributions in excess of current and accumulated earnings and profits will not be
taxable to a shareholder under the plan to the extent that such distributions do not exceed the adjusted tax basis of his or her common shares. To
the extent that such distributions exceed the adjusted tax basis of his or her common shares, they will be included in his or her income as capital
gain.

The tax basis of common shares purchased for a shareholder�s account under the plan will be equal to the fair market value of those common
shares on the applicable reinvestment date (plus the shareholder�s allocable share of brokerage fees or commissions, if any, paid by us in
connection with a purchase of common shares on the open market). The holding period for common shares purchased for a shareholder�s account
under the plan generally will begin on the date following the date on which the common shares are purchased for his or her account under the
plan.

With respect to a unitholder enrolled in the plan, there is no clear legal authority regarding the federal income tax treatment of a holder of an
interest in an operating partnership who invests cash distributions from the operating partnership in common shares of another entity (such as us)
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under a dividend reinvestment plan. Therefore, the tax treatment of a unitholder that participates in the plan may differ from the tax treatment
described above with respect to a shareholder who invests his or her cash distributions from us in our common shares. Unitholders should
consult their own tax advisors regarding the consequences of participating in the plan.

A participant may recognize a gain or loss upon receipt of a cash payment upon termination of his or her account (see Question 29) or when the
common shares held in his or her account are sold at his or her request (see Question 22). Gain or loss may also be recognized upon the
participant�s sale or disposition of common shares received from the plan. The amount of any such gain or loss will be the difference between the
amount received for the whole or fractional common shares and the tax basis of the common shares.
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Federal Income Tax Considerations Relating to the REIT

The following discussion summarizes the material federal income tax considerations to you as a prospective holder of our common shares. The
following discussion is for general information purposes only, is not exhaustive of all possible tax considerations and is not intended to be and
should not be construed as tax advice. For example, this summary does not give a detailed discussion of any state, local or foreign tax
considerations. In addition, this discussion is intended to address only those federal income tax considerations that are generally applicable to all
of our security holders. It does not discuss all of the aspects of federal income taxation that may be relevant to you in light of your particular
circumstances or to certain types of security holders who are subject to special treatment under the federal income tax laws including, without
limitation, insurance companies, tax-exempt entities, financial institutions or broker-dealers, foreign corporations and persons who are not
citizens or residents of the United States.

EACH PROSPECTIVE PURCHASER OF COMMON SHARES IS ADVISED TO CONSULT WITH HIS OR HER OWN TAX ADVISOR
REGARDING THE SPECIFIC TAX CONSEQUENCES TO HIM OR HER OF THE PURCHASE, OWNERSHIP AND SALE OF COMMON
SHARES OF AN ENTITY ELECTING TO BE TAXED AS A REIT, INCLUDING THE FEDERAL, STATE, LOCAL AND FOREIGN AND
OTHER TAX CONSEQUENCES OF SUCH PURCHASE, OWNERSHIP, SALE AND ELECTION AND OF POTENTIAL CHANGES IN
APPLICABLE TAX LAWS.

Taxation of the Company

General. We elected to be taxed as a REIT under Sections 856 through 860 of the Code, commencing with our taxable year ended December 31,
1993. We believe that we have been organized, and have operated, in such a manner so as to qualify for taxation as a REIT under the Code and
intend to conduct our operations so as to continue to qualify for taxation as a REIT. No assurance, however, can be given that we have operated
in a manner so as to qualify or will be able to operate in such a manner so as to remain qualified as a REIT. Qualification and taxation as a REIT
depend upon our ability to meet on a continuing basis, through actual annual operating results, the required distribution levels, diversity of share
ownership and the various qualification tests imposed under the Code discussed below, the results of which will not be reviewed by counsel.
Given the highly complex nature of the rules governing REITs, the ongoing importance of factual determinations, and the possibility of future
changes in our circumstances, no assurance can be given that the actual results of our operations for any one taxable year have satisfied or will
continue to satisfy such requirements.

The following is a general summary of the Code provisions that govern the federal income tax treatment of a REIT and its shareholders. These
provisions of the Code are highly technical and complex. This summary is qualified in its entirety by the applicable Code provisions, Treasury
Regulations and administrative and judicial interpretations thereof, all of which are subject to change prospectively or retroactively.

If we qualify for taxation as a REIT, we generally will not be subject to federal corporate income taxes on our net income that is currently
distributed to shareholders. This treatment substantially eliminates the �double taxation� (at the corporate and shareholder levels) that generally
results from investment in a corporation. However, we will be subject to federal income tax as follows: first, we will be taxed at regular
corporate rates on any undistributed REIT taxable income, including undistributed net capital gains. Second, under certain circumstances, we
may be subject to the �alternative minimum tax� on our items of tax preference. Third, if we have (a) net income from the sale or other disposition
of �foreclosure property�, which is, in general, property acquired on foreclosure or otherwise on default on a loan secured by such real property or
a lease of such 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 corporate rate on such income. Fourth, if we have net income from prohibited
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transactions such income will be subject to a 100% tax. Prohibited transactions are, in general, certain sales or other dispositions of property held
primarily for sale to customers in the ordinary course of business other than foreclosure property. Fifth, if we should fail to satisfy the 75% gross
income test or the 95% gross income test (as discussed below), but nonetheless maintain our qualification as a REIT because certain other
requirements have been met, we will be subject to a 100% tax on an amount equal to (a) the gross income attributable to the greater of the
amount by which we fail the 75% gross income test or the amount by which 95% (90% for taxable years ending on or prior to December 31,
2004) of our gross income exceeds the amount of income qualifying under the 95% gross income test multiplied by (b) a fraction intended to
reflect our profitability. Sixth, if we should fail to satisfy the asset tests (as discussed below) but nonetheless maintain our qualification as a
REIT because certain other requirements have been met and we do not qualify for a de minimis exception, we may be subject to a tax that would
be the greater of (a) $50,000; or (b) an amount determined by multiplying the highest rate of tax for corporations by the net income generated by
the assets for the period beginning on the first date of the failure and ending on the day we dispose of the nonqualifying assets (or otherwise
satisfy the requirements for maintaining REIT qualification). Seventh, if we should fail to satisfy one or more requirements for REIT
qualification, other than the 95% and 75% gross income tests and other than the asset tests, but
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nonetheless maintain our qualification as a REIT because certain other requirements have been met, we may be subject to a $50,000 penalty for
each failure. Eighth, if we should fail to distribute during each calendar year at least the sum of (a) 85% of our REIT ordinary income for such
year, (b) 95% of our REIT capital gain net income for such year, and (c) any undistributed taxable income from prior periods, we would be
subject to a nondeductible 4% excise tax on the excess of such required distribution over the amounts actually distributed. Ninth, if we acquire
any asset from a C corporation (i.e., a corporation generally subject to full corporate level tax) in a transaction in which the basis of the asset in
our hands is determined by reference to the basis of the asset (or any other property) in the hands of the C corporation and we do not elect to be
taxed at the time of the acquisition, we would be subject to tax at the highest corporate rate if we dispose of such asset during the ten-year period
beginning on the date that we acquired that asset, to the extent of such property�s �built-in gain� (the excess of the fair market value of such
property at the time of our acquisition over the adjusted basis of such property at such time) (we refer to this tax as the �Built-in Gains Tax�).
Tenth, we will incur a 100% excise tax on transactions with a taxable REIT subsidiary that are not conducted on an arm�s-length basis. Finally, if
we own a residual interest in a real estate mortgage investment conduit, or REMIC, we will be taxable at the highest corporate rate on the
portion of any excess inclusion income that we derive from the REMIC residual interests equal to the percentage of our shares that is held in
record name by �disqualified organizations.� Similar rules apply if we own an equity interest in a taxable mortgage pool. A �disqualified
organization� includes the United States, any state or political subdivision thereof, any foreign government or international organization, any
agency or instrumentality of any of the foregoing, any rural electrical or telephone cooperative and any tax-exempt organization (other than a
farmer�s cooperative described in Section 521 of the Code) that is exempt from income taxation and from the unrelated business taxable income
provisions of the Code. However, to the extent that we own a REMIC residual interest or a taxable mortgage pool through a taxable REIT
subsidiary, we will not be subject to this tax. See the heading �Requirements for Qualification� below.

Requirements for Qualification. A REIT is a corporation, trust or association (1) that is managed by one or more trustees or directors, (2) the
beneficial ownership of which is evidenced by transferable shares, or by transferable certificates of beneficial interest, (3) that would be taxable
as a domestic corporation, but for Sections 856 through 859 of the Code, (4) that is neither a financial institution nor an insurance company
subject to certain provisions of the Code, (5) that has the calendar year as its taxable year, (6) the beneficial ownership of which is held by 100
or more persons, (7) during the last half of each taxable year not more than 50% in value of the outstanding stock of which is owned, directly or
indirectly, by five or fewer individuals (as defined in the Code to include certain entities), and (8) that meets certain other tests, described below,
regarding the nature of its income and assets. The Code provides that conditions (1) through (5), inclusive, must be met during the entire taxable
year and that condition (6) must be met during at least 335 days of a taxable year of twelve (12) months, or during a proportionate part of a
taxable year of less than twelve (12) months.

We may redeem, at our option, a sufficient number of shares or restrict the transfer thereof to bring or maintain the ownership of the shares in
conformity with the requirements of the Code. In addition, our declaration of trust includes restrictions regarding the transfer of our shares that
are intended to assist us in continuing to satisfy requirements (6) and (7). Moreover, if we comply with regulatory rules pursuant to which we are
required to send annual letters to our shareholders requesting information regarding the actual ownership of our shares, and we do not know, or
exercising reasonable diligence would not have known, whether we failed to meet requirement (7) above, we will be treated as having met the
requirement.

The Code allows a REIT to own wholly-owned subsidiaries which are �qualified REIT subsidiaries.� The Code provides that a qualified REIT
subsidiary is not treated as a separate corporation, and all of its assets, liabilities and items of income, deduction and credit are treated as assets,
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liabilities and items of income, deduction and credit of the REIT. Thus, in applying the requirements described herein, our qualified REIT
subsidiaries will be ignored, and all assets, liabilities and items of income, deduction and credit of such subsidiaries will be treated as our assets,
liabilities and items of income, deduction and credit.

For taxable years beginning on or after January 1, 2001, a REIT may also hold any direct or indirect interest in a corporation that qualifies as a
�taxable REIT subsidiary�, as long as the REIT�s aggregate holdings of taxable REIT subsidiary securities do not exceed 20% of the value of the
REIT�s total assets. A taxable REIT subsidiary is a fully taxable corporation that generally is permitted to engage in businesses, own assets, and
earn income that, if engaged in, owned, or earned by the REIT, might jeopardize REIT status or result in the imposition of penalty taxes on the
REIT. To qualify as a taxable REIT subsidiary, the subsidiary and the REIT must make a joint election to treat the subsidiary as a taxable REIT
subsidiary. A taxable REIT subsidiary also includes any corporation (other than a REIT or a qualified REIT subsidiary) in which a taxable REIT
subsidiary directly or indirectly owns more than 35% of the total voting power or value. See �Asset Tests� below. A taxable REIT subsidiary will
pay tax at regular corporate income rates on any taxable income it earns. Moreover, the Code contains rules, including rules requiring the
imposition of taxes on a REIT at the rate of 100% on certain reallocated income and expenses, to ensure that contractual arrangements between a
taxable REIT subsidiary and its parent REIT are at arm�s-length.
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In the case of a REIT which is a partner in a partnership, Treasury Regulations provide that the REIT will be deemed to own its proportionate
share of each of the assets of the partnership and will be deemed to be entitled to the income of the partnership attributable to such share. In
addition, the character of the assets and items of gross income of the partnership will retain the same character in the hands of the REIT for
purposes of Section 856 of the Code, including satisfying the gross income and assets tests (as discussed below). Thus, our proportionate share
of the assets, liabilities, and items of gross income of the partnerships in which we own an interest are treated as our assets, liabilities and items
of gross income for purposes of applying the requirements described herein. The treatment described above also applies with respect to the
ownership of interests in limited liability companies or other entities that are treated as partnerships for tax purposes.

A significant number of our investments are held through partnerships. If any such partnerships were treated as an association, the entity would
be taxable as a corporation and therefore would be subject to an entity level tax on its income. In such a situation, the character of our assets and
items of gross income would change and might preclude us from qualifying as a REIT. We believe that each partnership in which we hold a
material interest (either directly or indirectly) is properly treated as a partnership for tax purposes (and not as an association taxable as a
corporation).

Special rules apply to a REIT, a portion of a REIT, or a qualified REIT subsidiary that is a taxable mortgage pool. An entity or portion thereof
may be classified as a taxable mortgage pool under the Code if:

� substantially all of the assets consist of debt obligations or interests in debt obligations;

� more than 50% of those debt obligations are real estate mortgage loans or interests in real estate mortgage loans as of specified testing
dates;

� the entity has issued debt obligations that have two or more maturities; and

� the payments required to be made by the entity on its debt obligations �bear a relationship� to the payments to be received by the entity on the
debt obligations that it holds as assets.

Under U.S. Treasury regulations, if less than 80% of the assets of an entity (or the portion thereof) consist of debt obligations, these debt
obligations are considered not to comprise �substantially all� of its assets, and therefore the entity would not be treated as a taxable mortgage pool.

An entity or portion thereof that is classified as a taxable mortgage pool is generally treated as a taxable corporation for federal income tax
purposes. However, the portion of the REIT�s assets, held directly or through a qualified REIT subsidiary, that qualifies as a taxable mortgage
pool is treated as a qualified REIT subsidiary that is not subject to corporate income tax and therefore the taxable mortgage pool classification
does not change that treatment. The classification of a REIT, qualified REIT subsidiary or portion thereof as a taxable mortgage pool could,
however, result in taxation of a REIT and certain of its shareholders as described below.

Recently issued IRS guidance indicates that a portion of income from a taxable mortgage pool arrangement, if any, could be treated as "excess
inclusion income." Excess inclusion income is an amount, with respect to any calendar quarter, equal to the excess, if any, of (i) income

Edgar Filing: U.S. SILICA HOLDINGS, INC. - Form 424B7

Table of Contents 23



allocable to the holder of a REMIC residual interest or taxable mortgage pool interest over (ii) the sum of an amount for each day in the calendar
quarter equal to the product of (a) the adjusted issue price at the beginning of the quarter multiplied by (b) 120% of the long-term federal rate
(determined on the basis of compounding at the close of each calendar quarter and properly adjusted for the length of such quarter). Under the
recent guidance, such income would be allocated among our shareholders in proportion to dividends paid and, generally, may not be offset by
net operating losses of the shareholder, would be taxable to tax-exempt shareholders who are subject to the unrelated business income tax rules
of the Code and would subject non-U.S. shareholders to withholding tax (without exemption or reduction of the withholding rate). To the extent
that excess inclusion income is allocated from a taxable mortgage pool to any disqualified organizations that hold our shares, we may be taxable
on this income at the highest applicable corporate tax rate (currently 35%). Because this tax would be imposed on the REIT, all of the REIT�s
shareholders, including shareholders that are not disqualified organizations, would bear a portion of the tax cost associated with the classification
of any portion of our assets as a taxable mortgage pool.

If we own less than 100% of the ownership interests in a subsidiary that is a taxable mortgage pool, the foregoing rules would not apply. Rather,
the subsidiary would be treated as a corporation for federal income tax purposes and would potentially be subject to corporate income tax. In
addition, this characterization would affect our REIT income and asset test calculations and could adversely affect our ability to qualify as a
REIT.
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                We have made and in the future intend to make investments or enter into financing and securitization transactions that may give rise to
our being considered to own an interest, directly or indirectly, in one or more taxable mortgage pools. Prospective holders are urged to consult
their own tax advisors regarding the tax consequences of the taxable mortgage pool rules to them in light of their particular circumstances.

Income Tests. In order to maintain qualification as a REIT, we must satisfy annually certain gross income requirements. First, at least 75% of
our gross income (excluding gross income from prohibited transactions) for each taxable year must be derived directly or indirectly from
investments relating to real property or mortgages on real property (including �rents from real property,� dividends from other qualifying REITs
and, in certain circumstances, interest) or from certain types of qualified temporary investments. Second, at least 95% of our gross income
(excluding gross income from prohibited transactions) for each taxable year must be derived from such real property investments, dividends,
interest, gain from the sale or disposition of stock or securities and certain other specified sources. For taxable years beginning on or after
January 1, 2005, any income from a hedging transaction that is clearly and timely identified and hedges indebtedness incurred or to be incurred
to acquire or carry real estate assets will not constitute gross income, rather than being treated as qualifying or nonqualifying income, for
purposes of the 95% gross income test.

Rents received by us will qualify as �rents from real property� in satisfying the gross income requirements for a REIT described above only if
several conditions are met. First, the amount of rent must not be based in whole or in part on the income or profits of any person. However, an
amount received or accrued generally will not be excluded from the term �rents from real property� solely by reason of being based on a fixed
percentage or percentages of receipts or sales. Second, the Code provides that rents received from a tenant will not qualify as �rents from real
property� in satisfying the gross income tests if we, or an owner of 10% or more of our shares, actually or constructively own 10% or more of
such tenant. Third, if rent attributable to personal property, leased in connection with a lease of real property, is greater than 15% of the total rent
received under the lease, then the portion of rent attributable to such personal property (based on the ratio of fair market value of personal and
real property) will not qualify as �rents from real property.� Finally, in order for rents received to qualify as �rents from real property,� we generally
must not operate or manage the property (subject to a de minimis exception as described below) or furnish or render services to the tenants of
such property, other than through an independent contractor from whom we derive no revenue or through a taxable REIT subsidiary. We 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 (�Permissible Services�).

For our taxable years commencing on or after January 1, 1998, rents received generally will qualify as rents from real property notwithstanding
the fact that we provide services that are not Permissible Services so long as the amount received for such services meets a de minimis standard.
The amount received for �impermissible services� with respect to a property (or, if services are available only to certain tenants, possibly with
respect to such tenants) cannot exceed one percent of all amounts received, directly or indirectly, by us with respect to such property (or, if
services are available only to certain tenants, possibly with respect to such tenants). The amount that we will be deemed to have received for
performing �impermissible services� will be the greater of the actual amounts so received or 150% of the direct cost to us of providing those
services.
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We believe that substantially all of our rental income will be qualifying income under the gross income tests, and that our provision of services
will not cause the rental income to fail to be qualifying income under those tests.

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 such year
if such failure was due to reasonable cause and not willful neglect, we file a schedule describing the nature and amounts of our items of gross
income for such taxable year, 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 this relief provision. Even if this relief provision applied, a
100% penalty tax would be imposed on the amount by which we failed the 75% gross income test or the amount by which 95% (90% for taxable
years ending on or prior to December 31, 2004) of our gross income exceeds the amount of income qualifying under the 95% gross income test
(whichever amount is greater), multiplied by a fraction intended to reflect our profitability.

Subject to certain safe harbor exceptions, any gain realized by us on the sale of any property held as inventory or other property held 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. Such prohibited transaction income may also have an adverse effect upon our ability to qualify 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 with respect to the particular transaction.
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Asset Tests. At the close of each quarter of our taxable year, we must also satisfy the following tests relating to the nature of our assets. At least
75% of the value of our total assets, including our allocable share of assets held by partnerships in which we own an interest, must be
represented by real estate assets, stock or debt instruments held for not more than one year purchased with the proceeds of an offering of equity
securities or a long-term (at least five years) debt offering by us, cash, cash items (including certain receivables) and government securities. In
addition, not more than 25% of our total assets may be represented by securities other than those in the 75% asset class. Not more than 20% of
the value of our total assets may be represented by securities of one or more taxable REIT subsidiaries (as defined above under �Requirements for
Qualification�). Except for investments included in the 75% asset class, securities in a taxable REIT subsidiary or qualified REIT subsidiary and
certain partnership interests and debt obligations, (1) not more than 5% of the value of our total assets may be represented by securities of any
one issuer (the �5% asset test�), (2) we may not hold securities that possess more than 10% of the total voting power of the outstanding securities
of a single issuer (the �10% voting securities test�) and (3) we may not hold securities that have a value of more than 10% of the total value of the
outstanding securities of any one issuer (the �10% value test�).

The following assets are not treated as ��securities�� held by us for purposes of the 10% value test (i) ��straight debt�� meeting certain requirements,
unless we hold (either directly or through our ��controlled�� taxable REIT subsidiaries) certain other securities of the same corporate or partnership
issuer that have an aggregate value greater than 1% of such issuer�s outstanding securities; (ii) loans to individuals or estates; (iii) certain rental
agreements calling for deferred rents or increasing rents that are subject to Section 467 of the Code, other than with certain related persons; (iv)
obligations to pay us amounts qualifying as ��rents from real property�� under the 75% and 95% gross income tests; (v) securities issued by a state
or any political subdivision of a state, the District of Columbia, a foreign government, any political subdivision of a foreign government, or the
Commonwealth of Puerto Rico, but only if the determination of any payment received or accrued under the security does not depend in whole or
in part on the profits of any person not described in this category, or payments on any obligation issued by such an entity; (vi) securities issued
by another qualifying REIT; and (vii) other arrangements identified in Treasury regulations (which have not yet been issued or proposed). In
addition, any debt instrument issued by a partnership will not be treated as a ��security�� under the 10% value test if at least 75% of the partnership�s
gross income (excluding gross income from prohibited transactions) is derived from sources meeting the requirements of the 75% gross income
test.

If the partnership fails to meet the 75% gross income test, then the debt instrument issued by the partnership nevertheless will not be treated as a
��security�� to the extent of our interest as a partner in the partnership. Also, in looking through any partnership to determine our allocable share of
any securities owned by the partnership, our share of the assets of the partnership, solely for purposes of applying the 10% value test in taxable
years beginning on or after January 1, 2005, will correspond not only to our interest as a partner in the partnership but also to our proportionate
interest in certain debt securities issued by the partnership.

We believe that substantially all of our assets consist of (1) real properties, (2) stock or debt investments that earn qualified temporary
investment income, (3) other qualified real estate assets, and (4) cash, cash items and government securities. We also believe that the value of
our securities in our taxable REIT subsidiaries will not exceed 20% of the value of our total assets. We may also invest in securities of other
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entities, provided that such investments will not prevent us from satisfying the asset and income tests for REIT qualification set forth above.

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 inadvertently fail one or more of the asset tests at the end of a calendar
quarter because we acquire securities or other property during the quarter, we can cure this failure by disposing of sufficient nonqualifying assets
within 30 days after the close of the calendar quarter in which it arose. If we were to fail any of the asset tests at the end of any quarter without
curing such failure within 30 days after the end of such quarter, we would fail to qualify as a REIT, unless we were to qualify under certain relief
provisions enacted as part of the American Jobs Creation Act of 2004. Under one of these relief provisions, if we were to fail the 5% asset test,
the 10% voting securities test, or the 10% value test, we nevertheless would continue to qualify as a REIT if the failure was due to the ownership
of assets having a total value not exceeding the lesser of 1% of our assets at the end of the relevant quarter or $10,000,000, and we were to
dispose of such assets (or otherwise meet such asset tests) within six months after the end of the quarter in which the failure was identified. If we
were to fail to meet any of the REIT asset tests for a particular quarter, but we did not qualify for the relief for de minimis failures that is
described in the preceding sentence, then we would be deemed to have satisfied the relevant asset test if: (i) following our identification of the
failure, we were to file a schedule with a description of each asset that caused the failure; (ii) the failure was due to reasonable cause and not due
to willful neglect; (iii) we were to dispose of the non-qualifying asset (or otherwise meet the relevant asset test) within six months after the last
day of the quarter in which the failure was identified, and (iv) we were to pay a penalty tax equal to the greater of $50,000, or the highest
corporate tax rate multiplied by the net income generated by the non-qualifying asset during the period beginning
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on the first date of the failure and ending on the date we dispose of the asset (or otherwise cure the asset test failure). These relief provisions will
be available to us in our taxable years beginning on or after January 1, 2005, although it is not possible to predict whether in all circumstances
we would be entitled to the benefit of these relief provisions.

Annual Distribution Requirement. With respect to each taxable year, we must distribute to our shareholders as dividends (other than capital
gain dividends) at least 90% of our taxable income. Specifically, we must distribute an amount equal to (1) 90% of the sum of our �REIT taxable
income� (determined without regard to the deduction for dividends paid and by excluding any net capital gain), and any after-tax net income from
foreclosure property, minus (2) the sum of certain items of �excess noncash income� such as income attributable to leveled stepped rents,
cancellation of indebtedness and original issue discount. REIT taxable income is generally computed in the same manner as taxable income of
ordinary corporations, with several adjustments, such as a deduction allowed for dividends paid, but not for dividends received.

We will be subject to tax on amounts not distributed at regular United States federal corporate income tax rates. In addition, a nondeductible 4%
excise tax is imposed on the excess of (1) 85% of our ordinary income for the year plus 95% of capital gain net income for the year and the
undistributed portion of the required distribution for the prior year over (2) the actual distribution to shareholders during the year (if any). Net
operating losses generated by us may be carried forward but not carried back and used by us for 15 years (or 20 years in the case of net operating
losses generated in our tax years commencing on or after January 1, 1998) to reduce REIT taxable income and the amount that we will be
required to distribute in order to remain qualified as a REIT. As a REIT, our net capital losses may be carried forward for five years (but not
carried back) and used to reduce capital gains.

In general, a distribution must be made during the taxable year to which it relates to satisfy the distribution test and to be deducted in computing
REIT taxable income. However, we may elect to treat a dividend declared and paid after the end of the year (a �subsequent declared dividend�) as
paid during such year for purposes of complying with the distribution test and computing REIT taxable income, if the dividend is (1) declared
before the regular or extended due date of our tax return for such year and (2) paid not later than the date of the first regular dividend payment
made after the declaration, but in no case later than 12 months after the end of the year. For purposes of computing the nondeductible 4% excise
tax, a subsequent declared dividend is considered paid when actually distributed. Furthermore, any dividend that is declared by us in October,
November or December of a calendar year, and payable to shareholders of record as of a specified date in such quarter of such year will be
deemed to have been paid by us (and received by shareholders) on December 31 of such calendar year, but only if such dividend is actually paid
by us in January of the following calendar year.

For purposes of complying with the distribution test for a taxable year as a result of an adjustment in certain of our items of income, gain or
deduction by the IRS or us, we may be permitted to remedy such failure by paying a �deficiency dividend� in a later year together with interest.
Such deficiency dividend may be included in our deduction of dividends paid for the earlier year for purposes of satisfying the distribution test.
For purposes of the nondeductible 4% excise tax, the deficiency dividend is taken into account when paid, and any income giving rise to the
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deficiency adjustment is treated as arising when the deficiency dividend is paid.

We believe that we have distributed and intend to continue to distribute to our shareholders in a timely manner such amounts sufficient to satisfy
the annual distribution requirements. However, it is possible that timing differences between the accrual of income and its actual collection, and
the need to make nondeductible expenditures (such as capital improvements or principal payments on debt) may cause us to recognize taxable
income in excess of our net cash receipts, thus increasing the difficulty of compliance with the distribution requirement. In addition, excess
inclusion income might be non-cash accrued income, or "phantom" taxable income, which could therefore adversely affect our ability to satisfy
our distribution requirements. In order to meet the distribution requirement, we might find it necessary to arrange for short-term, or possibly
long-term, borrowings.

Failure to Qualify. Commencing with our taxable year beginning January 1, 2005, if we were to fail to satisfy one or more requirements for
REIT qualification, other than an asset or income test violation of a type for which relief is otherwise available as described above, we would
retain our REIT qualification if the failure was due to reasonable cause and not willful neglect, and if we were to pay a penalty of $50,000 for
each such failure. It is not possible to predict whether in all circumstances we would be entitled to the benefit of this relief provision. If we fail to
qualify as a REIT for any taxable year, and if certain relief provisions of the Code do not apply, we would be subject to federal income tax
(including 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 from our taxable income nor will they be required to be made. 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 will be taxable as ordinary income, to the extent of our current and accumulated earnings and profits. Subject to certain limitations
of the Code, corporate distributees may be eligible for the
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dividends-received deduction and shareholders taxed as individuals may be eligible for a reduced tax rate on �qualified dividend income� from
regular C corporations.

If our failure to qualify as a REIT is not due to reasonable cause but results from willful neglect, we would not be permitted to elect REIT status
for the four taxable years after the taxable year for which such disqualification is effective. In the event we were to fail to qualify as a REIT in
one year and subsequently requalify in a later year, we may elect to recognize taxable income based on the net appreciation in value of our assets
as a condition to requalification. In the alternative, we may be taxed on the net appreciation in value of our assets if we sell properties within ten
years of the date we requalify as a REIT under federal income tax laws.

Taxation of Taxable U.S. Shareholders

As used herein, the term �U.S. shareholder� means a holder of our common shares who (for United States federal income tax purposes) (1) is a
citizen or resident of the United States, (2) is a corporation, partnership, or other entity treated as a corporation or partnership for federal income
tax purposes created or organized in or under the laws of the United States or of any political subdivision thereof (unless, in the case of a
partnership, Treasury regulations are adopted that provide otherwise), (3) is an estate the income of which is subject to United States federal
income taxation regardless of its source or (4) is a trust whose administration is subject to the primary supervision of a United States court and
which has one or more United States persons who have the authority to control all substantial decisions of the trust or a trust that has a valid
election to be treated as a U.S. person in effect.

As long as we qualify as a REIT, distributions made to our U.S. shareholders out of current or accumulated earnings and profits (and not
designated as capital gain dividends) will be taken into account by them as ordinary income and corporate shareholders will not be eligible for
the dividends-received deduction as to such amounts. For purposes of computing our earnings and profits, depreciation for depreciable real
estate will be computed on a straight-line basis over a 40-year period. For purposes of determining whether distributions on the shares constitute
dividends for tax purposes, our earnings and profits will be allocated first to distributions with respect to the Series B Preferred Shares, Series C
Preferred Shares, Series D Preferred Shares and all other series of preferred shares that are equal in rank as to distributions and upon liquidation
with the Series B Preferred Shares, Series C Preferred Shares and Series D Preferred Shares, and second to distributions with respect to our
common shares. There can be no assurance that we will have sufficient earnings and profits to cover distributions on any common shares.
Certain ��qualified dividend income�� received by domestic non-corporate shareholders in taxable years prior to 2010 is subject to tax at the same
tax rates as long-term capital gain. Dividends paid by a REIT generally do not qualify as �qualified dividend income� because a REIT is not
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generally subject to federal income tax on the portion of its REIT taxable income distributed to its shareholders, and therefore, will continue to
be subject to tax at ordinary income rates, subject to two narrow exceptions. Under the first exception, dividends received from a REIT may be
treated as ��qualified dividend income�� eligible for the reduced tax rates to the extent that the REIT itself has received qualified dividend income
from other corporations (such as taxable REIT subsidiaries) in which the REIT has invested. Under the second exception, dividends paid by a
REIT in a taxable year may be treated as qualified dividend income in an amount equal to the sum of (i) the excess of the REIT�s ��REIT taxable
income�� for the preceding taxable year over the corporate-level federal income tax payable by the REIT for such preceding taxable year and (ii)
the excess of the REIT�s income that was subject to the Built-in Gains Tax (as described above) in the preceding taxable year over the tax
payable by the REIT on such income for such preceding taxable year. We do not expect to distribute a material amount of qualified dividend
income, if any.

Distributions that are properly designated as capital gain dividends will be taxed as gains from the sale or exchange of a capital asset held for
more than one year (to the extent they do not exceed our actual net capital gain for the taxable year) without regard to the period for which the
shareholder has held its shares. However, corporate shareholders may be required to treat up to 20% of certain capital gain dividends as ordinary
income under the Code. Capital gain dividends, if any, will be allocated among different classes of shares in proportion to the allocation of
earnings and profits discussed above.

Distributions in excess of our current and accumulated earnings and profits will constitute a non-taxable return of capital to a shareholder to the
extent that such distributions do not exceed the adjusted basis of the shareholder�s shares, and will result in a corresponding reduction in the
shareholder�s basis in the shares. Any reduction in a shareholder�s tax basis for its shares will increase the amount of taxable gain or decrease the
deductible loss that will be realized upon the eventual disposition of the shares. We will notify shareholders at the end of each year as to the
portions of the distributions which constitute ordinary income, capital gain or a return of capital. Any portion of such distributions that exceeds
the adjusted basis of a U.S. shareholder�s shares will be taxed as capital gain from the disposition of shares, provided that the shares are held as
capital assets in the hands of the U.S. shareholder.

Aside from the different income tax rates applicable to ordinary income and capital gain dividends for noncorporate
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taxpayers, regular and capital gain dividends from us will be treated as dividend income for most other federal income tax purposes. In
particular, such dividends will be treated as �portfolio� income for purposes of the passive activity loss limitation and shareholders generally will
not be able to offset any �passive losses� against such dividends. Capital gain dividends and qualified dividend income may be treated as
investment income for purposes of the investment interest limitation contained in Section 163(d) of the Code, which limits the deductibility of
interest expense incurred by noncorporate taxpayers with respect to indebtedness attributable to certain investment assets.

In general, dividends paid by us will be taxable to shareholders in the year in which they are received, except in the case of dividends declared at
the end of the year, but paid in the following January, as discussed above.

In general, a domestic shareholder will realize capital gain or loss on the disposition of shares equal to the difference between (1) the amount of
cash and the fair market value of any property received on such disposition and (2) the shareholder�s adjusted basis of such shares. Such gain or
loss will generally be short-term capital gain or loss if the shareholder has not held such shares for more than one year and will be long-term
capital gain or loss if such shares have been held for more than one year. Loss upon the sale or exchange of shares by a shareholder who has held
such shares for six months or less (after applying certain holding period rules) will be treated as long-term capital loss to the extent of
distributions from us required to be treated by such shareholder as long-term capital gain.

We may elect to retain and pay income tax on net long-term capital gains. If we make such an election, you, as a holder of shares, will (1)
include in your income as long-term capital gains your proportionate share of such undistributed capital gains (2) be deemed to have paid your
proportionate share of the tax paid by us on such undistributed capital gains and thereby receive a credit or refund for such amount and (3) 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 by the IRS. As a holder of shares you will increase the basis in your shares by the difference between
the amount of capital gain included in your income and the amount of tax you are deemed to have paid. Our earnings and profits will be adjusted
appropriately.
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Taxation of Non-U.S. Shareholders

The following discussion is only a summary of the rules governing United States federal income taxation of non-U.S. shareholders such as
nonresident alien individuals, foreign corporations, foreign partnerships or other foreign estates or trusts. Prospective non-U.S. shareholders
should consult with their own tax advisors to determine the impact of federal, state and local income tax laws with regard to an investment in
shares, including any reporting requirements.

Distributions that are not attributable to gain from sales or exchanges by us of United States real property interests and not 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 a withholding tax equal to 30% of the gross amount of the distribution unless an
applicable tax treaty reduces or eliminates that tax. Certain tax treaties limit the extent to which dividends paid by a REIT can qualify for a
reduction of the withholding tax on dividends. Our dividends that are attributable to excess inclusion income will be subject to 30% U.S.
withholding tax without reduction under any otherwise applicable tax treaty. See ��Taxation of the Company�Requirements for Qualification�
above. Distributions in excess of our current and accumulated earnings and profits will not be taxable to a non-U.S. shareholder to the extent that
they do not exceed the adjusted basis of the shareholder�s shares, but rather will reduce the adjusted basis of such shares. To the extent that such
distributions exceed the adjusted basis of a non-U.S. shareholder�s shares, they will give rise to tax liability if the non-U.S. shareholder would
otherwise be subject to tax on any gain from the sale or disposition of his shares, as described below.

For withholding tax purposes, we are generally required to treat all distributions as if made out of our current or accumulated earnings and
profits and thus intend to withhold at the rate of 30% (or a reduced treaty rate if applicable) on the amount of any distribution (other than
distributions designated as capital gain dividends) made to a non-U.S. shareholder. We would not be required to withhold at the 30% rate on
distributions we reasonably estimate to be in excess of our current and accumulated earnings and profits. If it cannot be determined at the time a
distribution is made whether such distribution will be in excess of current and accumulated earnings and profits, the distribution will be subject
to withholding at the rate applicable to ordinary dividends. However, the non-U.S. shareholder may seek a refund of such amounts from the IRS
if it is subsequently determined that such distribution was, in fact, in excess of our current or accumulated earnings and profits, and the amount
withheld exceeded the non-U.S. shareholder�s United States tax liability, if any, with respect to the distribution.

For any year in which we qualify as a REIT, distributions to non-U.S. shareholders who own more than 5% of our shares and 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 (�FIRPTA�). Under FIRPTA,
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a non-U.S. shareholder is taxed as if such gain were effectively connected with a United States business. Non-U.S. shareholders who own more
than 5% of our shares would thus be taxed at the normal capital gain rates applicable to U.S. shareholders (subject to applicable alternative
minimum tax and a special alternative minimum tax in the case of non-resident alien individuals). Also, distributions made to non-U.S.
shareholders who own more than 5% of our shares may be subject to a 30% branch profits tax in the hands of a corporate non-U.S. shareholder
not entitled to treaty relief or exemption. We are required by applicable regulations to withhold 35% of any distribution that could be designated
by us as a capital gain dividend regardless of the amount actually designated as a capital gain dividend. This amount is creditable against the
non-U.S. shareholder�s FIRPTA tax liability.

Under the Tax Increase Prevention and Reconciliation Act of 2005 (�TIPRA�), enacted on May 17, 2006, distributions, made to REIT or regulated
investment company (�RIC�) shareholders, that are attributable to gain from sales or exchanges of U.S. real property interests will retain their
character as gain subject to the rules of FIRPTA discussed above when distributed by such REIT or RIC shareholders to their respective
shareholders. This provision is effective for taxable years beginning after December 31, 2005.If a non-U.S. shareholder does not own more than
5% of our shares during the one- year period prior to a distribution attributable to gain from sales or exchanges by us of U.S. real property
interests, such distribution will not be considered to be gain effectively connected with a U.S. business as long as the class of shares continues to
be regularly traded on an established securities market in the United States. As such, a non-U.S. shareholder who does not own more than 5% of
our shares would not be required to file a U.S. Federal income tax return by reason of receiving such a distribution. In this case, the distribution
will be treated as a REIT dividend to that non-U.S. shareholder and taxed as a REIT dividend that is not a capital gain as described above. In
addition, the branch profits tax will not apply to such distributions. If our common shares cease to be regularly traded on an established
securities market in the United States, all non-U.S. holders of our common shares would be subject to taxation under FIRPTA with respect to
capital gain distributions.
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Gain recognized by a non-U.S. shareholder upon a sale of shares generally will not be taxed under FIRPTA if we are a �domestically controlled
REIT,� defined generally as a REIT in which at all times during a specified testing period less than 50% in value of the shares was held directly
or indirectly by foreign persons. It is anticipated that we will continue to be a �domestically controlled REIT� after the offering. Therefore, the sale
of shares will not be subject to taxation under FIRPTA. However, because our common shares are publicly traded, no assurance can be given
that we will continue to qualify as a �domestically controlled REIT.�

Notwithstanding the general FIRPTA exception for sales of domestically controlled REIT stock discussed above, a disposition of domestically
controlled stock will be taxable if the disposition occurs in a wash sale transaction relating to a distribution on such stock. In addition, FIRPTA
taxation will apply to substitute dividend payments received in securities lending transactions or sale-repurchase transactions of domestically
controlled REIT stock to the extent such payments are made to shareholders in lieu of distributions that would have otherwise been subject to
FIRPTA taxation. The foregoing rules will not apply to stock that is regularly traded on an established securities market within the United States
and held by a non-U.S. shareholder that held five percent or less of such stock during the one-year period prior to the related distribution. These
rules are effective for distributions on and after June 16, 2006. Prospective purchasers are urged to consult their own tax advisors regarding the
applicability of the new rules enacted under TIPRA to their particular circumstances.

In addition, a non-U.S. shareholder that owns, actually or constructively, 5% or less of a class of our shares through a specified testing period,
whether or not our shares are domestically controlled, will not recognize taxable gain on the sale of its shares under FIRPTA if the shares are
regularly traded on an established securities market in the United States. If the gain on the sale of shares were to be subject to taxation under
FIRPTA, the non-U.S. shareholder would be subject to the same treatment as U.S. shareholders with respect to such gain (subject to applicable
alternative minimum tax, special alternative minimum tax in the case of nonresident alien individuals and possible application of the 30% branch
profits tax in the case of foreign corporations) and the purchaser would be required to withhold and remit to the IRS 10% of the purchase price.

Gain not subject to FIRPTA will be taxable to a non-U.S. shareholder if (1) investment in the shares is effectively connected with the non-U.S.
shareholder�s U.S. trade or business, in which case the non-U.S. shareholder will be subject to the same treatment as U.S. shareholders with
respect to such gain, or (2) the non-U.S. shareholder is a nonresident alien individual who was present in the United States for 183 days or more
during the taxable year and such nonresident alien individual has a �tax home� in the United States, in which case the nonresident alien individual
will be subject to a 30% tax on the individual�s capital gain.

Taxation of Tax-Exempt Shareholders

Tax-exempt entities, including qualified employee pension and profit sharing trusts and individual retirement accounts (�Exempt Organizations�),
generally are exempt from federal income taxation. However, they are subject to taxation on their
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unrelated business taxable income (�UBTI�). While investments in real estate may generate UBTI, the IRS has issued a published ruling to the
effect that dividend distributions by 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 by us to
Exempt Organizations generally should not constitute UBTI. However, if an Exempt Organization finances its acquisition of our shares with
debt, a portion of its income from us, if any, will constitute UBTI pursuant to the �debt-financed property� rules under the Code. In addition, our
dividends that are attributable to excess inclusion income will constitute UBTI for most Exempt Organizations. See ��Taxation of the
Company�Requirements for Qualification� above. Furthermore, social clubs, voluntary employee benefit associations, supplemental
unemployment benefit trusts, and qualified group legal services plans that are exempt from taxation under specified provisions of the Code are
subject to different UBTI rules, which generally will require them to characterize distributions from us as UBTI.

In addition, a pension trust that owns more than 10% of our shares is required to treat a percentage of the dividends from us as UBTI (the �UBTI
Percentage�) in certain circumstances. The UBTI Percentage is our gross income derived from an unrelated trade or business (determined as if we
were a pension trust) divided by our total gross income for the year in which the dividends are paid. The UBTI rule applies only if (i) the UBTI
Percentage is at least 5%, (ii) we qualify as a REIT by reason of the modification of the 5/50 Rule that allows the beneficiaries of the pension
trust to be treated as holding our shares in proportion to their actuarial interests in the pension trust, and (iii) either (A) one pension trust owns
more than 25% of the value of our shares or (B) a group of pension trusts individually holding more than 10% of the value of our capital shares
collectively owns more than 50% of the value of our capital shares.
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Information Reporting and Backup Withholding

U.S. Shareholders. We will report to U.S. shareholders and the IRS the amount of dividends paid during each calendar year, and the amount of
tax withheld, if any, with respect thereto. Under the backup withholding rules, a U.S. shareholder may be subject to backup withholding,
currently at a rate of 28%, with respect to dividends paid unless such holder (a) is a corporation or comes within certain other exempt categories
and, when required, demonstrates this fact, or (b) provides a taxpayer identification number, certifies as to no loss of exemption from backup
withholding and otherwise complies with the applicable requirements of the backup withholding rules. A U.S. shareholder who does not provide
us with its correct taxpayer identification number also may be subject to penalties imposed by the IRS. Amounts withheld as backup withholding
will be creditable against the shareholder�s income tax liability if proper documentation is supplied. In addition, we may be required to withhold a
portion of capital gain distributions made to any shareholders who fail to certify their non-foreign status to us.

Non-U.S. Shareholders. Generally, we must report annually to the IRS the amount of dividends paid to a non-U.S. shareholder, such holder�s
name and address, and the amount of tax withheld, if any. A similar report is sent to the non-U.S. shareholder. Pursuant to tax treaties or other
agreements, the IRS may make its reports available to tax authorities in the non-U.S. shareholder�s country of residence. Payments of dividends
or of proceeds from the disposition of stock made to a non-U.S. shareholder may be subject to information reporting and backup withholding
unless such holder establishes an exemption, for example, by properly certifying its non-United States status on an IRS Form W-8BEN or
another appropriate version of IRS 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 a non-U.S. shareholder is a United States person.

EXPERTS

The consolidated financial statements and related financial statement schedule of Lexington Realty Trust and subsidiaries included in our
Annual Report on Form 10-K as of December 31, 2006 and 2005, and for each of the years in the three-year period ended December 31, 2006,
and management�s assessment of the effectiveness of internal control over financial reporting as of December 31, 2006, have been incorporated
by reference herein and in the registration statement 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.

LEGAL MATTERS

Certain legal matters will be passed upon for us by Paul, Hastings, Janofsky & Walker LLP, New York, New York. Certain legal matters under
Maryland law, including the legality of the common shares covered by this prospectus, will be passed on for us by Venable LLP, Baltimore,
Maryland.
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No dealer, salesperson or any other person has been authorized to
give any information or to make any representations other than those
contained in or incor−−porated by reference in this prospectus in
connection with the offer made by this prospectus, and, if given or
made, such information or representations must not be relied upon as
having been authorized by us. This prospectus does not constitute an
offer to sell, or a solicitation of an offer to buy any security other
than the common shares offered hereby, nor does it constitute an
offer to sell or a solicitation of any offer to buy any of the common
shares offered by anyone in any jurisdiction in which such offer or
solicitation is not authorized, or in which the person making such
offer or solicitation is not qualified to do so, or to any person to
whom it is unlawful to make such offer or solicitation. Neither the
delivery of this prospectus nor any sale made hereunder shall, under
any circum-stances, create any implication that the information

Dividend Reinvestment Plan

LEXINGTON REALTY TRUST

5,000,000 Common Shares of

Beneficial Interest
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contained herein is correct as of any time subsequent to the date
hereof.

____________________

PROSPECTUS

The date of this prospectus is

April 5, 2007.
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PART II.

INFORMATION NOT REQUIRED IN PROSPECTUS

ITEM 14. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

The estimated expenses in connection with the offering are as follows:

Securities and Exchange Commission registration fee $10,574.28
Accounting fees and expense $11,000.00
Legal fees and expenses $30,000.00
Miscellaneous $6,000.00

TOTAL $57,574.28

ITEM 15. INDEMNIFICATION OF TRUSTEES AND OFFICERS.

Our trustees and officers are and will be indemnified against certain liabilities under Maryland law, and under our Declaration of Trust. Our
Declaration of Trust requires us to indemnify our trustees and officers to the fullest extent permitted from time to time by the laws of Maryland.
Our Declaration of Trust also provides that, to the fullest extent permitted under Maryland law, our trustees and officers will not be liable to us
or our shareholders for money damages. Maryland law permits a Maryland real estate investment trust to limit the liability of its trustees and
officers to the trust and its shareholders for money damages except for liability resulting from (a) actual receipt of an improper benefit or profit
in money, property or services or (b) active and deliberate dishonesty established by a final judgment and which is material to the cause of
action.

Section 2-418 of the Maryland General Corporation Law generally permits indemnification of any trustee or officer, among others, made a party
to any proceedings by reason of service in such capacity unless it is established that (i) the act or omission of such person 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; or (ii) such person
actually received an improper personal benefit in money, property or services; or (iii) in the case of any criminal proceeding, such person had
reasonable cause to believe that the act or omission was unlawful. The indemnity may include judgments, penalties, fines, settlements and
reasonable expenses actually incurred by the trustee or officer in connection with the proceeding; but, if the proceeding is one by or in the right
of the trust, indemnification is not permitted with respect to any proceeding in which the trustee or officer has been adjudged to be liable to the
trust, or if the proceeding is one charging improper personal benefit to the trustee or officer, whether or not involving action in the trustee�s or
officer�s official capacity, indemnification of the trustee or officer is not permitted if the trustee or officer was adjudged to be liable on the basis
that personal benefit was improperly received. The termination of any proceeding by conviction or upon a plea of nolo contendere or its
equivalent, or any entry of an order of probation prior to judgment, creates a rebuttable presumption that the trustee or officer did not meet the
requisite standard of conduct required for permitted indemnification. The termination of any proceeding by judgment, order or settlement,
however, does not create a presumption that the trustee or officer failed to meet the requisite standard of conduct for permitted indemnification.
It is the position of the Securities and Exchange Commission that indemnification of trustees and officers for liabilities arising under the
Securities Act of 1933, as amended, or the Securities Act, is against public policy and is unenforceable pursuant to Section 14 of the Securities
Act.

The foregoing reference is necessarily subject to the complete text of our Declaration of Trust and the statute referred to above and is qualified in
its entirety by reference thereto.

We have also entered into indemnification agreements with certain officers and trustees for the purpose of indemnifying such persons from
certain claims and action in their capacities as such.
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II-1

ITEM 16. EXHIBITS

Exhibit No. Exhibit

3.1 Articles of Merger and Amended and Restated Declaration of Trust of the Company, dated December 31, 2006 (filed as
Exhibit 3.1 to the Company�s Current Report on Form 8-K filed January 8, 2007 (the �1/08/07 8-K�))*

3.2 Amended and Restated By-laws of the Company (filed as Exhibit 3.2 to the 01/08/07 8-K)*
4.1 Specimen of Common Shares Certificate of the Company (filed as Exhibit 4.1 to the Company�s Annual Report on Form 10-K

for the year ended December 31, 2006)*
5.1 Opinion of Venable LLP**
8.1 Opinion of Paul, Hastings, Janofsky & Walker LLP**
23.1 Consent of Venable LLP (included as part of Exhibit 5.1)**
23.2 Consent of Paul, Hastings, Janofsky & Walker LLP (included as part of Exhibit 8.1)**
23.3 Consent of KPMG LLP**
24 Power of Attorney (included on signature page)**
99.1 Form of Enrollment Card**

____________________

* Incorporated by reference
** Filed herewith

ITEM 17. UNDERTAKINGS.

(a) The undersigned registrant hereby undertakes:
(1)           To file, during any period in which offers or sales are being made, a post-effective amendment to this registration statement:

(i) to include any prospectus required by Section 10(a)(3) of the Securities Act;
(ii)           to reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the most recent
post-effective amendment thereof) which, individually or in the aggregate, represent a fundamental change in the information in the registration
statement. Notwithstanding the foregoing, any increase or decrease in volume of securities offered (if the total dollar value of securities offered
would not exceed that which was registered) and any deviation from the low or high end of the estimated maximum offering range may be
reflected in the form of prospectus filed with the Commission pursuant to Rule 424(b) if, in the aggregate, the changes in volume and price
represent no more than a 20% change in the maximum aggregate offering price set forth in the �Calculation of Registration Fee� table in the
effective registration statement; and

(iii)          to include any material information with respect to the plan of distribution not previously disclosed in the registration statement or any
material change to such information in the registration statement;

Provided, however, that paragraphs (a)(1)(i), (a)(1)(ii) and (a)(1)(iii) do not apply if the registration statement is on Form S-3 or Form F-3, and
the information required to be included in a post-effective amendment by those paragraphs is contained in reports filed with or furnished to the
Commission by the registrant pursuant to Section 13 or Section 15(d) of the Securities Exchange Act of 1934 that are incorporated by reference
in this registration statement, or is contained in a form of prospectus filed pursuant to Rule 424(b) that is part of this registration statement.

(2)           That, for the purpose of determining any liability under the Securities Act, each such post-effective amendment shall be deemed to be a
new registration statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be the
initial bona fide offering thereof.
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(3)           To remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold at the
termination of the offering.

II-2

(4) That, for the purpose of determining liability under the Securities Act to any purchaser:
(i) If the registrant is relying on Rule 430B:

(A)          Each prospectus filed by the registrant pursuant to Rule 424(b)(3) shall be deemed to be part of this registration statement as of the
date the filed prospectus was deemed part of and included in this registration statement; and

(B)          Each prospectus required to be filed pursuant to Rule 424(b)(2), (b)(5), or (b)(7) as part of this registration statement in reliance on
Rule 430B relating to an offering made pursuant to Rule 415(a)(1)(i), (vii), or (x) for the purpose of providing the information required by
section 10(a) of the Securities Act shall be deemed to be part of and included in this registration statement as of the earlier of the date such form
of prospectus is first used after effectiveness or the date of the first contract of sale of securities in the offering described in the prospectus. As
provided in Rule 430B, for liability purposes of the issuer and any person that is at that date an underwriter, such date shall be deemed to be a
new effective date of this registration statement relating to the securities in this registration statement to which that prospectus relates, and the
offering of such securities at that time shall be deemed to be the initial bona fide offering thereof. Provided, however, that no statement made in
a registration statement or prospectus that is part of this registration statement or made in a document incorporated or deemed incorporated by
reference into this registration statement or prospectus that is part of the registration statement will, as to a purchaser with a time of contract of
sale prior to such effective date, supersede or modify any statement that was made in this registration statement or prospectus that was part of
this registration statement or made in any such document immediately prior to such effective date.

(5)           That, for the purpose of determining liability of the registrant under the Securities Act to any purchaser in the initial distribution of the
securities, the undersigned registrant undertakes that in a primary offering of securities of the undersigned registrant pursuant to this registration
statement, regardless of the underwriting method used to sell the securities to the purchaser, if the securities are offered or sold to such purchaser
by means of any of the following communications, the undersigned registrant will be a seller to the purchaser and will be considered to offer or
sell such securities to such purchaser:

(i)            Any preliminary prospectus or prospectus of the undersigned registrant relating to the offering required to be filed pursuant to Rule
424;

(ii)           Any free writing prospectus relating to the offering prepared by or on behalf of the undersigned registrant or used or referred to by the
undersigned registrant;

(iii)          The portion of any other free writing prospectus relating to the offering containing material information about the undersigned
registrant or its securities provided by or on behalf of the undersigned registrant; and

(iv)          Any other communication that is an offer in the offering made by the undersigned registrant to the purchaser.

(b)           The undersigned registrant hereby undertakes that, for purposes of determining any liability under the Securities Act, each filing of the
registrant�s annual report pursuant to section 13(a) or section 15(d) of the Exchange Act (and, where applicable, each filing of an employee
benefit plan�s annual report pursuant to Section 15(d) of the Exchange Act) that is incorporated by reference in the registration statement shall be
deemed to be a new registration statement relating to the securities offered therein, and the offering of such securities at that time will be deemed
to be the initial bona fide offering thereof.

(c)           The undersigned registrant hereby undertakes to deliver or cause to be delivered with the prospectus, to each person to whom the
prospectus is sent or given, the latest annual report to security holders that is incorporated by reference in the prospectus and furnished pursuant
to and meeting the requirements of Rule 14a-3 or Rule 14c-3 under the Exchange Act; and, where interim financial information required to be
presented by Article 3 of Regulation S-X are not set forth in the prospectus, to deliver, or cause to be delivered to each person to whom the
prospectus is sent or given, the latest quarterly report that is specifically incorporated by reference in the prospectus to provide such interim
financial information.
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(d)           Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers and controlling persons
of the registrant pursuant to the foregoing provisions, or otherwise, the registrant has been advised that in the opinion of the Securities and
Exchange Commission such indemnification is against public

II-3

policy as expressed in the Securities Act and is, therefore, unenforceable. In the event that a claim for indemnification against such liabilities
(other than the payment by the registrant of expenses incurred or paid by a director, officer or controlling person of the registrant in the
successful defense of any action, suit or proceeding) is asserted by such director, officer or controlling person in connection with the securities
being registered, the registrant will, unless in the opinion of its counsel the matter has been settled by controlling precedent, submit to a court of
appropriate jurisdiction the question whether such indemnification by it is against public policy as expressed in the Securities Act and will be
governed by the final adjudication of such issue.

II-4

SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, the registrant certifies that it has reasonable grounds to believe that it meets all of the
requirements for filing on Form S-3 and has duly caused this registration statement to be signed on its behalf by the undersigned, thereunto duly
authorized, in the City of New York, State of New York, on April 5, 2007.

LEXINGTON REALTY TRUST

By: /s/ T. Wilson Eglin
T. Wilson Eglin

Chief Executive Officer, President and Chief Operating Officer

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each person whose signature appears below constitutes and appoints T. Wilson Eglin and E.
Robert Roskind, jointly and severally, his attorneys-in-fact, each with power of substitution for him in any and all capacities, to sign any
amendments to this registration statement, to file the same, with the exhibits thereto, and other documents in connection therewith, with the
Securities and Exchange Commission, hereby ratifying and confirming all that each of said attorneys-in-fact, or his substitute or substitutes, may
do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed by the following persons in the capacities
and on the dates indicated.

Signature Capacity Date

/s/ Michael L. Ashner
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Michael L. Ashner Executive Chairman, Director of Strategic Acquisitions
and Trustee April 5, 2007

/s/ E. Robert Roskind
E. Robert Roskind Co-Vice Chairman and Trustee April 5, 2007
/s/ Richard J. Rouse
Richard J. Rouse Co-Vice Chairman, Chief Investment Officer and Trustee April 5, 2007
/s/ T. Wilson Eglin
T. Wilson Eglin Chief Executive Officer, President, Chief Operating

Officer and Trustee April 5, 2007
/s/ Patrick Carroll
Patrick Carroll Chief Financial Officer, Executive Vice President and

Treasurer April 5, 2007
/s/ John B. Vander Zwaag
John B. Vander Zwaag Executive Vice President April 5, 2007
/s/ Paul R. Wood
Paul R. Wood Vice President, Chief Accounting Officer and Secretary April 5, 2007
/s/ Clifford Broser

II-5

Clifford Broser Trustee April 5, 2007
/s/ Geoffrey Dohrmann
Geoffrey Dohrmann Trustee April 5, 2007
/s/ William J. Borruso
William J. Borruso Trustee April 5, 2007
/s/ Carl D. Glickman
Carl D. Glickman Trustee April 5, 2007
/s/ Richard Frary
Richard Frary Trustee April 5, 2007
/s/ James Grosfeld
James Grosfeld Trustee April 5, 2007
/s/ Kevin W. Lynch
Kevin W. Lynch Trustee April 5, 2007
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EXHIBIT INDEX

Exhibit No. Exhibit
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3.1 Articles of Merger and Amended and Restated Declaration of Trust of the Company, dated December 31, 2006 (filed as
Exhibit 3.1 to the Company�s Current Report on Form 8-K filed January 8, 2007 (the 1/08/07 8-K))*

3.2 Amended and Restated By-laws of the Company (filed as Exhibit 3.2 to the 01/08/07 8-K)*
4.1 Specimen of Common Shares Certificate of the Company (filed as Exhibit 4.1 to the Company�s Annual Report on Form 10-K

for the year ended December 31, 2006)*
5.1 Opinion of Venable LLP**
8.1 Opinion of Paul, Hastings, Janofsky & Walker LLP**
23.1 Consent of Venable LLP (included as part of Exhibit 5.1)**
23.2 Consent of Paul, Hastings, Janofsky & Walker LLP (included as part of Exhibit 8.1)**
23.3 Consent of KPMG LLP**
24 Power of Attorney (included on signature page)**
99.1 Form of Enrollment Card**

* Incorporated by reference
** Filed herewith
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