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following box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering. o

the
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Securities Act registration statement number of the earlier effective registration statement for the same offering. o

If delivery of the prospectus is expected to be made pursuant to Rule 434, please check the following box. o

CALCULATION OF REGISTRATION FEE

Proposed Maximum Proposed Maximum
Title of Each Class of Securities Amount to be Offering Price Per Aggregate Offering Amount of
to be Registered Registered Unit Price Registration Fee
Common Stock M2 2) M2 N/A
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In no event will the aggregate initial offering price of all securities issued from time to time pursuant to this registration statement exceed
$471,358,750, or its equivalent (based on the applicable exchange rate at the time of sale), if any such securities are issued with principal
amounts denominated in one or more currencies other than U.S. dollars as shall be designated by the registrant. If any such securities are
issued at an original issue discount, then the aggregate initial offering price as so discounted shall not exceed $471,358,750, notwithstanding
that the stated principal amount of such securities may exceed such amount.

Omitted pursuant to General Instruction I1.D. of Form S-3. Total amount estimated solely for the purpose of determining the registration fee.

Pursuant to Rule 429 under the Securities Act of 1933, the combined prospectus contained herein relates to an aggregate of $500,000,000
principal amount of securities consisting of (a) $471,358,750 aggregate principal amount of securities being registered hereby and (b)
$28,641,250 aggregate principal amount of unsold securities that were previously registered under the registrant s registration statement on
Form S-3 (No. 333-37919) that was filed with the Securities and Exchange Commission on October 15, 1997. Accordingly, a registration
fee of $59,722 is paid herewith in connection with the registration of the securities identified in (a) of this footnote. Registration fees have
been previously paid in connection with the registration of the unsold securities identified in (b) of this footnote.

Calculated pursuant to Rule 457(0) of the rules and regulations under the Securities Act of 1933.
This registration statement constitutes post-effective amendment no. 1 to the registrant s registration statement on Form S-3

(No. 333-37919, initially registering common and preferred stock), and such post-effective amendment shall hereafter become effective
concurrently with the effectiveness of this registration statement and in accordance with Section 8(c) of the Securities Act of 1933. Upon
effectiveness of such post-effective amendment, this registration statement and registration statement No. 333-37919 will relate to an
aggregate of $500,000,000 of Common Stock, Preferred Stock and Debt Securities.

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its effective date until

the registrant shall file a further amendment which specifically states that this registration statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933 or until this registration statement shall become effective on such date as the
Securities and Exchange Commission, acting pursuant to such Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the registration statement filed
with the Securities and Exchange Commission is effective. This prospectus is not an offer to sell these securities and is not soliciting an offer
to buy these securities in any state where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED JUNE 1, 2004

PROSPECTUS

$500,000,000

Common Stock

Preferred Stock
Debt Securities

We intend to offer and sell from time to time the equity and debt securities described in this prospectus. The total offering price of these
securities will not exceed $500,000,000 in the aggregate. We will provide the specific terms of any securities we may offer in a supplement to
this prospectus. You should carefully read this prospectus and any applicable prospectus supplement before deciding to invest in these securities.

The securities may be offered directly, through agents designated by us from time to time, or to or through underwriters or dealers.

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

For a discussion of certain risks associated with an investment in the securities, see Risk Factors on page 4.

The date of this prospectus is , 2004.
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You should rely only on the information contained or incorporated by reference in this prospectus and any applicable prospectus
supplement. We have not authorized anyone else to provide you with different information. If anyone provides you with different or inconsistent
information, you should not rely on it. We will not make an offer to sell these securities in any state where the offer or sale is not permitted. You
should assume that the information appearing in this prospectus, as well as the information we previously filed with the Securities and Exchange
Commission, or SEC, and incorporated by reference, is accurate only as of the date of the documents containing the information.

About This Prospectus

This prospectus is part of a shelf registration statement. We may sell, from time to time, in one or more offerings, any combination of the
securities described in this prospectus. This prospectus only provides you with a general description of the securities we may offer. Each time we
sell securities under this prospectus, we will provide a prospectus supplement that contains specific information about the terms of the securities.
The prospectus supplement may also add, update or change information contained in this prospectus. You should carefully read this prospectus,
any applicable prospectus supplement, and all documents incorporated by reference herein or therein before investing in our securities.

The total dollar amount of the securities sold under this prospectus will not exceed $500,000,000.




Edgar Filing: KOGER EQUITY INC - Form S-3

PROSPECTUS SUMMARY

Our Company

We are a New York Stock Exchange listed self-administered and self-managed equity real estate investment trust, or REIT, based in Boca
Raton, Florida, which develops, owns, operates, leases and manages urban and suburban office buildings in metropolitan areas in the
southeastern United States and Texas. In addition to direct investment and ownership, in December 2003 and January 2004, we entered into two
joint ventures to acquire Class A properties. We may from time to time enter into additional joint ventures or similar arrangements as
economically attractive opportunities arise. As of March 31, 2004, our portfolio of assets consisted of 130 office buildings totaling 10.2 million
rentable square feet located in 19 suburban office projects and two urban centers in 11 metropolitan areas in the southeastern United States and
Texas. As of March 31, 2004, the office projects in our portfolio were, on average, 80% occupied and the average annual base rent per rentable
square foot occupied was $17.81. In April 2004, we entered into the suburban Washington, DC market with our acquisition of two class A office
properties, a ground lease and an undeveloped parcel of land in the Decoverly Office Park in Rockville, Maryland.

As of March 31, 2004, we also owned approximately 64.3 acres of unimproved land held for development, approximately 15.5 acres of
unimproved land held for sale and approximately six acres of land which is not suitable for development. A majority of the land held for
development adjoins six of our office projects, which have infrastructure, including roads and utilities, in place. The remaining land held for
development adjoins properties that we sold during 2001. We may over time develop and construct office buildings on this land and we may
decide to acquire additional land for development in the future.

We are organized as a Florida corporation. Our executive offices are located at 225 NE Mizner Boulevard, Suite 200, Boca Raton, Florida
33432. Our telephone number is (561) 395-9666.

Incorporation of Information Filed With The SEC

The SEC allows us to incorporate by reference into this prospectus the information we file with the SEC. This means that we can disclose
important business, financial and other information to you by referring you to other documents separately filed with the SEC. Our SEC file
number is 1-9997. The information we incorporate herein by reference is considered a part of this prospectus, unless and until that information is
updated and superseded by the information contained in a supplement to this prospectus or any information we incorporate through subsequent
filings with the SEC. We incorporate by reference the documents listed below and any future filings we make with the SEC under
Sections 13(a), 13(c), 14 and 15(d) of the Securities Exchange Act of 1934, as amended:

Annual Report on Form 10-K for the fiscal year ended December 31, 2003.
Quarterly Report on Form 10-Q for the quarter ended March 31, 2004.
Proxy Statement on Schedule 14A for the 2004 Annual Meeting of Shareholders.

Current Reports on Form 8-K or 8-K/ A, filed with the SEC on January 5, 6 and 8, April 8 (exclusive of Item 9 disclosure), May 24 and
27, and June 1, 2004.

The description of our common stock, common stock purchase rights and Series A preferred stock contained in our registration statements
on Form 8-A filed under the Exchange Act on December 21, 2001, May 27, 2004 and September 10, 2003, respectively, including any
amendments or reports filed for the purpose of updating such descriptions.

All documents that we file with the SEC after the date of this prospectus but before we sell all of our securities offered under this prospectus
shall be deemed to be incorporated by reference in this prospectus and will be part of this prospectus from the date we file that document;
provided, however, that we are not incorporating by reference any information furnished under Item 9 or Item 12 of any Current Report on
Form 8-K. Any information in future filings that is meant to supersede or modify any existing statement in this prospectus will so supersede or
modify the statement as appropriate.
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You may request a copy of any or all of the documents incorporated by reference in this prospectus, except the exhibits to such documents
(unless such exhibits are specifically incorporated by reference in such documents), at no cost, by writing or telephoning our offices at the
following address:

Koger Equity, Inc.

225 NE Mizner Boulevard, Suite 200
Boca Raton, Florida 33432
Attention: Principal Financial Officer
Telephone number (561) 395-9666.

You may also get copies of the documents incorporated by reference in this prospectus from the SEC, the NYSE, or us as indicated below
under How to Obtain More Information.

A Cautionary Note Regarding Forward-Looking Information

This prospectus and the information incorporated by reference into it contains certain forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, including, without
limitation, statements containing the words believes, anticipates, expects, estimates, intends, plans, projects, will continue and worc
import. We have based these forward-looking statements on our current expectations and projections about future events and trends affecting the
financial condition of our business, which may prove to be incorrect. These forward-looking statements relate to future events and our future
financial performance, and involve known and unknown risks, uncertainties and other factors which may cause our actual results, performance,
achievements or industry results to be materially different from any future results, performance or achievements expressed or implied by such
forward-looking statements. You should specifically consider the factors identified herein under the caption Risk Factors and the various other
factors identified in or incorporated by reference into this prospectus and any other documents filed by us with the SEC that could cause actual
results to differ materially from our forward-looking statements.

Except to the extent required by applicable law, we undertake no obligation to, and do not intend to, update any forward-looking statement
or the Risk Factors or to publicly announce the result of any revisions to any of the forward-looking statements contained herein to reflect future
events or developments. There are a number of risk factors associated with the conduct of our business, and the risks discussed in the Risk
Factors section of this prospectus may not be exhaustive. New risks and uncertainties arise from time to time, and it is impossible for us to
predict these events or how they may affect us. All forward-looking statements should be read with caution.

Certain Definitions

Unless otherwise indicated, the terms Koger, we, us, our and our company refer to Koger Equity, Inc. and its subsidiaries. References tc
articles of incorporation are to our Amended and Restated Articles of Incorporation, as amended.

How to Obtain More Information

We file annual, quarterly and special reports, proxy statements and other information with the SEC. You may read and copy any reports,
statements, or other information we file with the SEC at its public reference room at 450 Fifth Street, N.W., Washington, DC 20549. Please call
the SEC at 1-800-SEC-0330 for further information on the public reference room. Our filings are also available to the public on the internet,
through a database maintained by the SEC at http://www.sec.gov. You may also access our filings through our website at http://www.koger.com.
The contents of our website are not, and shall not be deemed to be, a part of this prospectus or any accompanying prospectus supplement. In
addition, you can inspect and copy reports, proxy statements and other information concerning us at the offices of the New York Stock
Exchange, Inc., or NYSE, 20 Broad Street, New York, New York 10005, on which our common stock and Series A preferred stock are listed
under the symbols KE and KEPRA, respectively.
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RISK FACTORS

Investing in our securities involves risks. Before you invest in our securities, you should carefully consider the following risks, together
with the other information included in this prospectus and the information incorporated by reference. As with other publicly traded securities, the
value of our securities will depend upon various market conditions and other factors which may change from time to time. In particular, the
market value of our securities may fluctuate depending on the extent of investor interest in our company and the market s perception of us,
including our credit and financial strength, our growth potential and the value of our assets. Specific factors which could adversely affect our
financial condition, our results of operations or the market s perception of us and hence the market value of our securities are discussed below.
Additionally, much of the business information, as well as the financial and operational data, contained in our risk factors is updated in our
subsequent periodic reports. Although we have tried to discuss key factors, please be aware that other risks may prove to be important in the
future. New risks may emerge at any time and we cannot predict such risks or estimate the extent to which they may affect our financial
performance. Each of the risks described could result in a decrease in the value of our securities and your investment therein.

Risks Related to Our Real Estate Financing and Investments

Our use of leverage can adversely impact our operations, cash flow, and ability to make distributions and service our debt, and our
financial condition will be negatively impacted if we cannot repay or refinance our indebtedness as it becomes due.

We are subject to risks normally associated with debt financing, including the risk that:

our cash flow will be insufficient to meet required payments of principal and interest;

a substantial portion of our cash flow from operations may be required to service our indebtedness, thereby reducing our funds available
for distributions, operations, future business opportunities and other purposes;

the existing debt with respect to our properties, which in most cases will not have been fully amortized at maturity, will not be able to be
refinanced;

the terms of any refinancing of any existing debt or new debt will not be as favorable as the terms of the existing debt;

our ability to obtain additional financing, if needed, for working capital, capital expenditures, acquisitions, or other purposes in the future,
will be impaired;

we may become subject to financial and restrictive covenants that restrict out ability to operate our company and thus may lose financial or
operational flexibility;

we may be placed at a competitive disadvantage to competitors with less debt; and

our exposure to adverse economic, industry and business conditions will increase.

At March 31, 2004, we had outstanding debt of approximately $468.2 million, all of which is secured by liens on certain of our properties.
Approximately $466.8 million of this debt is scheduled to mature at varying times between 2004 and 2009. Our $100 million secured revolving
credit facility, none of which was outstanding as of March 31, 2004, matures in December 2004. In addition, at March 31, 2004, the total
liabilities of our unconsolidated joint venture was $48.1 million (of which $46.5 million was long-term debt). Our proportionate share of such
total liabilities and long-term debt equated to $14.4 million and $14.0 million, respectively. We expect that our cash flow from operations alone
will not be sufficient to repay our debts as they mature. Accordingly, if principal payments due at maturity cannot be refinanced, extended or
paid with proceeds of other capital transactions, such as new equity or debt capital, our operations, cash flow, and ability to make distributions
and service our debt and our financial condition would likely be adversely impacted.
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Furthermore, prevailing interest rates or other factors at the time of refinancing, such as the reluctance of lenders to make commercial real
estate loans, may result in higher interest rates upon refinancing than the interest rates on the existing debt. Consequently, the interest expense
relating to the refinanced debt would increase and adversely affect our cash flow and the amount of distributions we could make to our
shareholders. When we mortgage a property to secure payment of debt, if we are unable to meet the mortgage payments, then the mortgagee
may foreclose upon, or otherwise take control of, the mortgaged property, with a consequent loss of income and asset value to us. If we are
unable to refinance our debt on acceptable terms, we may be forced to dispose of our office properties or other assets on disadvantageous terms,
potentially resulting in losses and adverse effects on cash flow from operating activities.

The covenants governing our debt impose significant restrictions on us.

The terms of our revolving credit facility impose significant operating and financial restrictions on us and require us to meet certain
financial tests, including leverage ratios, interest and fixed charge coverage ratios and minimum tangible net worth requirements. In addition,
any debt securities we issue under this prospectus would likely include similar or more stringent financial and other covenants. These restrictions
may also have a negative impact on our business, financial condition and results of operations by significantly limiting or prohibiting us from
engaging in certain transactions, including:

incurring or guaranteeing additional indebtedness;

paying dividends in excess of 90% of our funds from operations over the most recent two quarters annualized;
making capital expenditures and other investments;

creating liens on our assets; and

engaging in mergers, consolidations or the sale of all or a substantial portion of our assets.

The failure to comply with any of these covenants would cause a default under our revolving credit facility. Furthermore, our line of credit
provides that any default under, or acceleration of, any of our other debt or any debt of our subsidiaries, will constitute a default under the
revolving credit facility. Any of these defaults, if not waived, could result in the acceleration of the indebtedness under our revolving credit
facility. If this occurs, we may not be able to repay our debt or borrow sufficient funds to refinance it, in which case we would not be able to
make distributions to our shareholders. Even if new financing were available, it may not be on terms that are acceptable to us. Although we
expect to refinance our revolving credit facility in 2004, any new facility will likely have similar financial and restrictive covenants and
cross-default provisions.

Increases in interest rates on our variable rate debt could increase our interest expense, which would adversely affect our cash flow, our

ability to service our indebtedness, and our ability to pay dividends to our shareholders.

At March 31, 2004, we had a $100 million secured revolving credit facility, none of which was outstanding, and $154.3 million of term
loans with variable interest rates, and we may incur additional variable rate debt in the future. Increases in interest rates on this variable rate debt
could increase our interest expense and adversely affect our cash flow and our ability to service our indebtedness and our ability to pay
dividends to our shareholders. We may be required to purchase interest rate protection products in connection with our future variable rate debt,
which may further increase our borrowing costs.

We may not have access to financing for acquiring or developing additional office properties.

Our ability to pursue our growth strategy depends, in part, on our ability to finance additional office property acquisitions and development
of properties. We may not be able to fund growth solely from cash provided from operating activities because we must distribute at least 90% of
our taxable income each year
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to maintain our tax status as a REIT and normally distribute 100% of our taxable income in order to avoid paying corporate income tax and
excise tax on undistributed income. Consequently, we rely upon the availability of debt or equity capital to fund office property acquisitions and
improvements. We cannot assure you that we will be successful in attracting sufficient debt or equity financing at an acceptable cost to fund
future growth. We are subject to restrictions that may limit our ability to take advantage of expansion opportunities that we believe are attractive.
Our existing $100 million secured revolving credit facility limits our borrowing availability to a percentage of the value of the properties
provided as collateral, with the value determined in part by the cash flow generated by those properties. However, based on our current
collateralization, as of March 31, 2004, we had approximately $100.0 million available for borrowing under our secured revolving credit facility,
of which none was outstanding. As of March 31, 2004, all but two of our 100% owned office properties had been pledged as collateral for our
indebtedness.

Our ability to raise additional equity capital will depend on market conditions. We cannot assure you that we will be able to raise funds
through a public or private offering at a time when we need access to funds. We may seek alternative methods of funding expansion, such as
further joint venture development; however, we cannot assure you that such opportunities will be available when we need them or on acceptable
terms.

Our board of directors can increase our total debt ratio without shareholder approval and any such increase could adversely affect our
cash flow and cash available for distribution to our shareholders.

As of March 31, 2004, the ratio of our total consolidated debt to the sum of the market value of our issued and outstanding capital stock plus
our total consolidated debt was approximately 40%. Our ability to incur debt is not subject to any limitation in our organizational documents.
Accordingly, our board of directors could establish policies which would allow us to increase our debt to total market capitalization ratio, subject
to any existing debt covenants. If this action were taken, we could become more highly leveraged, resulting in increased debt service costs that
(a) could adversely affect our cash flow and, consequently, the amount of cash available for distribution to our shareholders and (b) could
increase the risk of default on our debt.

We measure our leverage by reference to our total market capitalization rather than by reference to the book value of our assets, which are
mainly comprised of the depreciated value of real property, our primary tangible asset. We use total market capitalization because we believe the
book value of our assets does not accurately reflect our ability to borrow and meet debt service requirements. Our market capitalization is more
variable than the book value of our assets, however, and does not necessarily reflect the fair market value of our assets at all times. We consider
factors other than our market capitalization in making decisions regarding the incurrence of indebtedness, however, such as the purchase price of
properties to be acquired with debt financing, the estimated market value of our properties upon refinancing and our ability to generate cash flow
to cover expected debt service expenses.

Risk Related to Our Operations

Since our properties are concentrated primarily in the southeastern United States and Texas, our performance and ability to service
indebtedness and pay dividends to shareholders is dependent on economic conditions in the markets where our properties are located.

Our revenues and the value of our properties may be affected by a number of factors, including (a) the regional and local economic climates
of the metropolitan areas in which our properties are located, which may be adversely impacted by business layoffs or downsizing, industry
slowdowns, changing demographics and other factors, and (b) the regional and local real estate conditions in these areas, including oversupply
of, or reduced demand for, office and other competing commercial properties. Except for the recently acquired property outside of Washington,
DC, all of our office projects are located in the southeastern United States and Texas. There is also the risk of over building in certain
sub-markets located in markets which we currently serve. While we have generally avoided acquiring or developing
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property in over built sub-markets, over built conditions may occur in sub-markets where we currently own properties. Our performance, ability
to service our indebtedness and ability to pay dividends to shareholders is dependent on economic conditions in the markets where our properties
are located. Our historical growth has occurred during periods when the economy in the southeastern United States has out-performed the
national economy. There can be no assurance as to the continued growth of the economy in the southeastern United States and Texas or our
future growth rate.

We have a significant number of leases with governmental tenants, particularly the State of Florida. If these leases are terminated early
or not renewed, our performance and ability to service our indebtedness and to pay dividends to shareholders could be adversely
impacted.

Governmental tenants, including the State of Florida, accounted for approximately 20% of our occupied space at March 31, 2004. At
March 31, 2004, we had 36 leases with various departments and agencies of the State of Florida for approximately 645,000 rentable square feet,
which represents approximately 6.5% of our total rentable square feet. The majority of these leases are for space in our office projects located in
Tallahassee, Florida. These leases have provisions for early termination for various reasons, including lack of budget appropriations. During
times of recession and government shortage measures, the State of Florida may be subject to budget reductions and may decide to terminate
certain of its leases prior to the contractual lease expiration date. In addition, these leases provide the State of Florida with the right to terminate,
without penalty, prior to the contractual lease expiration date in the event a State owned building becomes available for occupancy upon giving
six months advance written notice to us. If we are unable to renew these leases or re-let any of this space as leases expire or tenants vacate the
space, our cash flow and ability to service our indebtedness and to pay dividends to our shareholders may be adversely affected.

If we are unable to promptly relet or renew leases as they expire, our cash flow and ability to service our indebtedness and to pay

dividends to our shareholders may be adversely affected.

We are subject to the risks that upon expiration of leases for space located in our buildings (a) such leases may not be renewed, (b) such
space may not be relet or (c) the terms of renewal or reletting, taking into account the cost of required renovations, may be less favorable than
the current lease terms. Leases on a total of 11.4% and 10.0% of the total rentable square feet leased in our buildings will expire in the remainder
of 2004 and in 2005, respectively. If we are unable to promptly relet, or renew the leases for, a substantial portion of the space located in our
buildings, or if the rental rates upon such renewal or reletting are significantly lower than expected rental rates, or if our reserves for these
purposes prove inadequate, our cash flow and ability to service our indebtedness and to pay dividends to our shareholders may be adversely
affected.

If our tenants declare bankruptcy or are unable to make rental payments, our cash flow and ability to service our indebtedness and to

pay dividends to shareholders will be adversely affected.

At any time, a tenant of our building(s) may seek the protection of the bankruptcy laws, which could result in the rejection and termination
of such tenant s lease and thereby cause a reduction in our cash flow and ability to pay dividends to shareholders. No assurance can be given that
tenants will not file for bankruptcy protection in the future or, if any tenants file, that they will affirm their leases and continue to make rental
payments in a timely manner. In addition, tenants from time to time may experience a downturn in their business which may weaken their
financial condition and result in their failure to make rental payments when due. If a tenant s lease is not affirmed following bankruptcy or if a
tenant s financial condition weakens, our income and ability to pay dividends to our shareholders may be adversely affected.

Since we own certain properties through partnership and joint venture arrangements, we may not maintain sufficient control of our

investments to permit our business objectives to be achieved.

Although we have generally owned 100% of the interests in all of our properties, in December 2003, we entered into a joint venture
arrangement to acquire a 75% interest in two Class A mid-rise office
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buildings and undeveloped land suitable for development in the McGinnis Park office complex in Alpharetta, Georgia. Furthermore, in January
2004, we entered into a joint venture arrangement to acquire a 30% interest in the Broward Financial Centre, a Class A office building in Fort
Lauderdale, Florida. In the future, we could, if then permitted by the covenants in our loan agreements and our financial position, participate
with other entities in property ownership through partnerships or joint ventures. Partnership or joint venture investments may, under certain
circumstances, involve risks not otherwise present in property ownership, including the possibility that (a) our partners or co-ventures might
become bankrupt, (b) such partners or co-ventures might at any time have economic or other business interests or goals that are inconsistent with
our business interests or goals, and (c) such partners or co-ventures may be in a position to take action contrary to our instructions or requests or
contrary to our policies or objectives, including our policy to maintain our qualification as a REIT. There is no limitation under our
organizational documents as to the amount of available funds that may be invested in partnerships or joint ventures.

Our articles of incorporation permit our officers and directors to engage in activities that may conflict with our business.

Our articles of incorporation permit our officers and directors to make real estate investments for their own account or for the account of
others without restrictions. In addition, our directors are not required to bring to our attention investment opportunities that meet our investment
criteria. Our directors are not prohibited from engaging in the same activities or lines of business as our company. These activities may detract
from appropriate attention to our business and may adversely impact our operations.

Real Estate Investment Risks

If our properties do not generate revenues sufficient to meet operating expenses, our cash flow and ability to service our indebtedness
and to pay dividends to shareholders will be adversely affected.

Real property investments are subject to varying degrees of risk. The yields available from equity investments in real estate depend in large
part on the amount of income generated and expenses incurred. If our properties do not generate revenues sufficient to meet operating expenses,
including current levels of debt service, tenant improvements, leasing commissions and other capital expenditures, we may have to borrow
additional amounts to cover fixed costs and our cash flow and ability to pay dividends to our shareholders may be adversely affected.

Our net revenues and the value of our properties may be adversely affected by a number of factors, including:
national, regional and local economic climates;
regional and local real estate conditions;
the perceptions of prospective tenants as to the attractiveness of our properties;
our ability to provide adequate management, maintenance and insurance; and
increased operating costs, including real estate taxes and utilities.

In addition, real estate values and income from properties are affected by applicable laws, including tax laws, interest rate levels and the
availability of financing.

Since real estate investments are generally illiquid, our ability to adapt to changing economic and other conditions will be limited.

Real estate investments generally cannot be sold quickly and are relatively illiquid. Such illiquidity will limit our ability to vary our
portfolio promptly in response to changes in economic or other conditions. In the event of a downturn in the economy, we may suffer a material
adverse impact to the value of our investments. In the event that we are forced to quickly liquidate any of our properties for any reason, we may
be forced to accept below market values or other unfavorable liquidation terms.

12



Edgar Filing: KOGER EQUITY INC - Form S-3

We face intense competition that affects our ability to lease properties and our failure to attract and retain tenants could adversely
impact our cash flow and ability to service our indebtedness and to pay dividends to shareholders.

Numerous office buildings compete with our properties to attract tenants to lease space. Some of these competing buildings are newer, have
better locations or are better capitalized. We believe that major national or regional commercial property developers will continue to seek
development opportunities in the southeastern and southwestern United States. These developers may have greater financial resources than we
have. The number of competitive commercial properties in a particular area could have a material adverse effect on our ability to lease space in
our office projects or at newly developed or acquired properties or on the amount of rents charged. In order to secure tenants or remain
competitive, we may have to increase our marketing and administrative efforts and related expenses in connection with filling vacant space,
reduce the rent we require tenants to pay, and make modifications to our properties. Such efforts, as well as our failure to attract and retain
tenants, could adversely impact our cash flow and ability to pay dividends to our shareholders.

We must compete with larger entities for acquisition opportunities.

We compete for acquisition opportunities with entities that have substantially greater financial resources than we do. These entities
generally may be able to accept more risk than we can prudently manage. Competition may reduce the number of suitable investment
opportunities available to us and increase the bargaining power of sellers. In addition, other potential buyers who do not need to use a lessee or a
third party operator to operate the properties may be able to offer a higher price for a property than we are able to pay.

We face numerous and changing regulations that result in significant unanticipated expenditures that could have an adverse effect on
our cash flow and ability service our indebtedness and to pay dividends to shareholders.

General. Our properties are subject to various federal, state and local regulatory requirements, such as requirements of the Americans with
Disabilities Act (the ADA ) and state and local fire and life safety requirements. Failure to comply with these requirements could result in the
imposition of fines by governmental authorities or awards of damages to private litigants. We believe that our properties are currently in
substantial compliance with all of these regulatory requirements. However, there can be no assurance that these requirements will not be
changed or that new requirements will not be imposed which would require significant unanticipated expenditures that could have an adverse
effect on our cash flow and ability to pay dividends to our shareholders.

ADA. Under the ADA, all public accommodations and commercial facilities are required to meet certain federal requirements relating to
access and use by disabled persons. These requirements became effective in 1992. Compliance with the requirements of the ADA could require
removal of access barriers in certain of our properties and non-compliance could result in the imposition of fines by the U.S. Government or an
award of damages to private litigants. Although we believe our properties are substantially in compliance with these requirements, we may incur
additional costs to comply with the requirements of the ADA. Although we believe that such costs will not have a material adverse effect on our
business, if required changes involve a greater expenditure than we currently anticipate, our ability to pay dividends to our shareholders could be
adversely affected.

Environmental Liabilities. Under various federal, state and local environmental laws, ordinances and regulations, a current or previous
owner or operator of real estate may be required to investigate and clean up hazardous or toxic substances or petroleum product releases at such
property and may be held liable to a governmental entity or to third parties for property damage and for investigation and clean-up costs incurred
by such parties in connection with the contamination. These laws typically impose clean-up responsibility and liability without regard to whether
the owner knew, or caused the presence, of the contaminants, and the liability under these laws has been interpreted to be joint and several
unless the
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harm is divisible and there is a reasonable basis for allocation of responsibility. The costs of investigation, remediation or removal of
environmental contaminants may be substantial, and the presence of these substances, or the failure to properly remediate the contamination on
the property, may adversely affect the owner s ability to sell or rent such property or to borrow using such property as collateral. Any person who
arranges for the disposal or treatment of hazardous or toxic substances at a disposal or treatment facility also may be liable for the costs of
removal or remediation of a release of hazardous or toxic substances at the disposal or treatment facility, whether or not the facility is owned or
operated by the person. In addition, some environmental laws create a lien on the contaminated site in favor of the government for damages and
costs that it incurs in connection with the contamination. Finally, the owner of a site may be subject to common law claims by third parties based
on damages and costs resulting from environmental contamination emanating from a site.

Certain federal, state and local laws, regulations and ordinances govern the removal, encapsulation or disturbance of asbestos-containing
materials when such materials are in poor condition or in the event of construction, remodeling, renovation or demolition of a building. Such
laws may impose liability for release of asbestos-containing materials and may provide third parties causes of action to seek recovery from
owners or operators of real properties for personal injury associated with these materials. In connection with our ownership and operation of
properties, we potentially may be liable for costs associated with asbestos-containing materials.

Our environmental assessments of our properties have not revealed any environmental liability that we believe would have a material
adverse effect on our business, assets or results of operations taken as a whole, nor are we aware of any such material environmental liability.
Nevertheless, it is possible that our assessments did not reveal all environmental liabilities or that there are material environmental liabilities of
which we are unaware. Moreover, there can be no assurance that future laws, ordinances or regulations will not impose any material
environmental liability or that the current environmental condition of our properties will not be affected by tenants, by the condition of land or
operations in the vicinity of our properties, such as the presence of underground storage tanks, or by third parties unrelated to us.

If we suffer an uninsured loss or a loss exceeding our policy limits, we could lose both the capital invested in, and anticipated profits
Jfrom, one or more of our properties.

We currently carry comprehensive liability, fire, and flood (where appropriate), extended coverage and rental loss insurance with respect to
our properties, with policy specifications and insured limits customary for similar properties in the geographic area. There are, however, certain
types of losses, such as from earthquakes, wars or certain acts of terrorism, including nuclear, chemical and biological attacks, that may be either
uninsurable or not economically insurable. Should an uninsured loss or a loss exceeding our policy limits occur, we could lose both the capital
invested in, and anticipated profits from, one or more of our properties.

We may experience increases in our expenses, including debt service, as well as decreased occupancy rates as a result of inflation.

We may experience increases in our expenses, including debt service, as a result of inflation. Our exposure to inflationary cost increases in
property level expenses is reduced by escalation clauses, which are included in most of our leases. However, market conditions may prevent us
from escalating rents. Inflationary pressure may increase operating expenses, including labor and energy costs and, indirectly, real estate taxes,
above expected levels at a time when it may not be possible for us to increase lease rates to offset these higher operating expenses. In addition,
inflation can have secondary effects upon occupancy rates by decreasing the demand for office space in many of the markets in which we
operate.
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We face numerous development, construction and acquisition risks that could have an adverse effect on our cash flow and ability to

service our indebtedness and to pay dividends to shareholders.

We have and will continue to develop and construct office buildings, particularly on our undeveloped land. Risks associated with our
development and construction activities, including activities relating to our undeveloped land, may include:

abandonment of development opportunities;

construction costs of a property exceeding original estimates and possibly making the completion of a property uneconomical;
occupancy rates and rents at a newly completed property insufficient to make the property profitable;

unavailability of financing on favorable terms for development of a property; and

the failure to complete construction and lease-up on schedule, resulting in increased debt service expense and construction costs.

In addition, new development activities, regardless of whether or not they are ultimately successful, typically require a substantial portion of
management s time and attention. Development activities are subject to risks relating to the inability to obtain, or delays in obtaining, all
necessary zoning, land-use, building, occupancy and other required governmental permits and authorizations.

We will continue to acquire office buildings. Acquisitions of office buildings entail risks that investments will fail to perform in accordance
with expectations. Estimates of the cost of improvements to bring an acquired building up to standards established for the market position
intended for such building may prove inaccurate. In addition, there are general investment risks associated with any new real estate investment.

We anticipate that any future developments and acquisitions would be financed through a combination of internally generated cash, equity
investments and secured or unsecured financing. If new developments are financed through construction loans, there is a risk that, upon
completion of construction, permanent financing for newly developed properties may not be available or may be available only on
disadvantageous terms.

Risks Related to Our Capital Stock

An increase in market interest rates could reduce cash available for distribution to our shareholders and adversely affect the market

price of our capital stock.

One of the factors that will influence the market price of our capital stock in public markets is the annual dividend yield on the share price
reflected by dividends paid by us as compared to the yields on other financial instruments. An increase in market interest rates may lead
prospective investors to demand a higher annual yield which could reduce the market price of our capital stock. An increase in market interest
rates also could increase our debt service expense and thus, reduce cash available for distribution to our shareholders.

We can change our investment, financing, borrowing, distribution, and other policies without shareholder approval, in a manner that

could adversely affect our financial condition or results of operations or the market price of our common stock.

Our investment, financing, borrowing and distribution policies, as well as our policies with respect to all other activities, including growth,
capitalization and operations, are determined by our board of directors. Although the board of directors has no present intention to do so, these
policies may be amended or revised at any time and from time to time at the discretion of the board of directors without a vote of our
shareholders. A change in these policies could adversely affect our financial condition or results of operations or the market price of our
common stock.
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The ability of our shareholders or third parties to effect a change in control is limited.

Stock ownership limitations could inhibit changes in control. Our articles of incorporation provide that no shareholder may own, directly or
indirectly, more than 9.8% of any class of our outstanding stock. This limitation may have the effect of precluding an acquisition of control by a
third party without the approval of our board of directors even if a change in control were in our shareholders best interest.

Our ability to issue preferred stock could inhibit changes in control. Our articles of incorporation authorize the board of directors to issue
up to 50,000,000 shares of preferred stock and to establish the preferences and rights of any shares of preferred stock issued. Currently, there are
2,990,000 shares of preferred stock outstanding. Issuing additional preferred stock could have the effect of delaying or preventing a change in
control even if a change in control were in our shareholders best interest.

Our shareholder rights plan could inhibit changes in control. On September 30, 1990, our board of directors adopted and entered into a
common stock rights agreement, pursuant to which we issued common stock purchase rights. This agreement is commonly referred to as a
poison pill. The rights generally will expire on September 30, 2010. Although the rights plan was adopted to protect shareholders interests in the
event of a hostile takeover attempt or some other attempt to gain control of your stock at an unfair price, the rights plan could have the effect of
delaying or preventing a change in control even if a change in control were deemed to be in our shareholders interest or would result in a
consideration premium to our shareholders. The rights plan was recently amended to require that a committee comprised of independent
directors evaluate, at least every three years, whether the rights plan continues to be in the best interests of us and our shareholders.

Certain provisions of Florida law could inhibit changes in control. Provisions contained in the Florida Business Corporation Act may have
effects that delay, defer or prevent takeover attempts, which may have the effect of delaying or preventing a change in control and, as a result,
preventing shareholders from receiving a control premium for their shares. For example, these provisions may defer or prevent tender offers for
our common stock or purchases of large blocks of our common stock, thereby limiting the opportunities for our shareholders to receive a
premium for their common stock over then-prevailing market prices. In addition, Florida s control-share acquisition provisions prohibit the
voting of shares acquired in a control share acquisition, unless a majority of disinterested shareholders approve the granting of full voting rights
to the acquirer or, for publicly-held Florida corporations, if the acquisition was approved in advance by the board of directors. Our board of
directors recently has amended our by-laws to include a provision exempting the acquisition of common stock by any person from Florida s
control-share acquisition provisions, however, there can be no assurance that such provision will not be amended or eliminated at any time in the
future.

Risks Related to Our Qualifications as a REIT

Our failure to qualify as a REIT may have a material adverse impact on your investment in our securities.

We believe that we qualify as a REIT under the Internal Revenue Code, which affords us significant tax advantages, and we intend to
continue to operate so as to qualify as a REIT for federal income tax purposes. The requirements for this qualification, however, are complex. If
we fail to meet these requirements, our dividends will not be deductible by us and we will be subject to a corporate level tax on our taxable
income. This would substantially reduce our cash available to pay dividends and your yield on your investment. In addition, incurring corporate
income tax liability might cause us to borrow funds, liquidate some of our investments or take other steps that could negatively affect our
operating results. Moreover, if our REIT status is terminated because of our failure to meet a REIT qualification requirement or if we voluntarily
revoke our election, we would be disqualified from electing treatment as a REIT for the four taxable years following the year in which REIT
status is lost.

11

16



Edgar Filing: KOGER EQUITY INC - Form S-3

Certain requirements for REIT qualification may in the future limit our ability to increase fee development, management and leasing
operations conducted, and related services offered, by our subsidiaries without jeopardizing our qualification as a REIT.

RATIO OF EARNINGS TO FIXED CHARGES AND OF EARNINGS TO

COMBINED FIXED CHARGES AND PREFERRED STOCK DIVIDENDS

The following table sets forth our ratios of earnings to fixed charges and of earnings to combined fixed charges and preferred stock
dividends for the last five fiscal years ended December 31, 2003 and the twelve months ending March 31, 2004 and 2003.

Three Months
Ended March 31, Year Ended December 31,
2004 2003 2003 2002 2001 2000 1999
Ratio of earnings to fixed charges 1.64x 1.58x 1.59x 1.75x 2.34x 1.68x 2.01x
Ratio of earnings to combined fixed charges and
preferred stock dividends(1) 1.35x 1.49x

(1)  Prior to the issuance of our 8 1/2% Series A Cumulative Redeemable Preferred Stock on September 10, 2003, we had no preferred stock
outstanding.

The ratio of earnings to fixed charges was computed by dividing earnings by fixed charges. The ratio of earnings to combined fixed charges
and preferred stock dividends was computed by dividing earnings by the sum of fixed charges and dividends on preferred stock. For purposes of
calculating the above ratios, earnings represent net income from our consolidated statements of operations, as adjusted for fixed charges and
dividends on preferred stock. Fixed charges represent interest expense from our consolidated statements of operations. Preferred stock dividends
means of the amount of pre-tax earnings that is required to pay the dividends on our outstanding preferred stock. The ratios are based solely on
historical financial information without any pro forma adjustments.

USE OF PROCEEDS

Unless indicated otherwise in a prospectus supplement, we expect to use the net proceeds from the sale of these securities for general
corporate purposes, including among other things, the repayment of indebtedness and acquisitions of real estate properties.

DESCRIPTION OF CAPITAL STOCK

Under our articles of incorporation, the total number of shares of all classes of stock that we are authorized to issue is 100,000,000 shares of
common stock, $0.01 par value per share, and 50,000,000 shares of preferred stock, $0.01 par value per share. At March 31, 2004 we had
26,837,657 shares of common stock outstanding, 1,755,948 shares of common stock reserved for issuance upon the exercise of outstanding stock
options, and 8,512,034 shares of common stock held as treasury stock. At March 31, 2004, we had outstanding 2,990,000 shares of Series A
Cumulative Redeemable Preferred Stock, which has a liquidation preference of $25.00 per share (the Series A Preferred Stock ). See  Preferred
Stock.

The description of our capital stock set forth below describes certain general terms and provisions of the capital stock. The following
description does not purport to be complete and is qualified in its entirety by reference to our articles of incorporation and our by-laws and is
also subject to any terms specified in any applicable supplement to this prospectus.
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Common Stock

General

Under our articles of incorporation, the total number of shares of common stock that we are authorized to issue is 100,000,000. Under
Florida law, shareholders generally are not responsible for a corporation s debts or obligations. Our outstanding common stock is, and, when
issued under this prospectus, our common stock will be, fully paid and non-assessable.

Voting Rights

The holders of our common stock are entitled to one vote per share on all matters voted on by shareholders, including election of directors.
Except as otherwise required by law or our articles of incorporation, as may be amended from time to time, with respect to any series of
preferred stock, the holders of our common stock exclusively possess all voting power. Our articles of incorporation do not provide for
cumulative voting in the election of directors.

Dividends

Subject to any preferential rights of any outstanding series of preferred stock, the holders of our common stock are entitled to such
dividends and distributions as may be declared from time to time by the board of directors from funds available therefore. We may pay
dividends in either cash, property, or in shares of common stock. Payment and declaration of dividends on our common stock and purchases of
shares thereof by us will be subject to certain restrictions if we fail to pay dividends on our preferred stock. See  Preferred Stock.

Distributions and Liquidation Rights

Upon any liquidation, dissolution or winding up of our company, holders of our common stock will be entitled to share equally and ratably
in any assets available for distribution to them after payment or provision for payment of our debts and other liabilities and the preferential
amounts owing with respect to any outstanding preferred stock.

No Preemptive Rights

No holders of our common stock have preemptive or other rights to purchase or subscribe for any shares of our common stock. Under our
articles of incorporation however, our board of directors, in its discretion, may grant such rights from time to time.

Listing and Symbol

Our common stock currently is traded on the NYSE under the symbol KE. We will apply to the NYSE or any securities exchange on which
our common stock is listed to list any additional shares of common stock to be sold pursuant to this prospectus.

REIT Restrictions on Ownership and Transfer

Our common stock is subject to certain restrictions upon ownership and transfer which were adopted for the purpose of enabling us to
preserve our status as a REIT. For a description of such restrictions, see Restrictions on Ownership of Capital Stock.
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Transfer Agent and Registrar
The transfer agent and registrar for our common stock is Wells Fargo Bank, N.A.

Common Stock Purchase Rights

On September 30, 1990, our board of directors adopted and entered into a Common Stock Rights Agreement (the Rights Agreement ),
pursuant to which we issued common stock purchase rights (the Rights ). Wells Fargo Bank, N.A. is the successor rights agent (the Rights
Agent ). Under the Rights Agreement, one Right was issued for each outstanding share of our common stock held as of October 1, 1990 and one
Right attached to each share of our common stock issued after that date. Additionally, prior to the Distribution Date (as defined below), one
Right will attach to each share of common stock we issue in the future. The Rights will expire on September 30, 2010, or the earlier redemption
of the Rights, and are not exercisable until the Distribution Date. No separate Rights certificates have been issued. The Rights will separate from
the common stock and Rights certificates will be issued on the Distribution Date.

Each Right entitles the holder to purchase one share of our common stock at $50 per share (the Exercise Price ), subject to adjustment as
provided in the Rights Agreement. On the Distribution Date, a Rights holder is entitled to exercise his, her or its Rights and thereby receive
shares of our common stock or, under certain circumstances specified in the Rights Agreement, shares of the common stock of an acquiring
company, with a market value of two times the Exercise Price of the Right.

Under the Rights Agreement, unless otherwise determined by a majority of our continuing directors, the Distribution Date will occur on the
earlier of: (1) any person (other than (a) us, (b) our subsidiaries, (c) employee benefit plans of ours or our subsidiaries or any person or entity
organized appointed or established pursuant thereto or (d) any Exempt Person (as defined in the Rights Agreement)), acquiring 15% or more of
the outstanding shares of our common stock (the Acquiring Person ); or (2) the acquisition or commencement of a tender offer for 15% or more
of the outstanding shares of our common stock. If any Exempt Person acquires shares of Common Stock in excess of the number of shares for
which such Exempt Person is exempt, such Exempt Person will then be an Acquiring Person and will not be able to exercise his, her or its
Rights.

We recently amended the Rights Agreement to remove a feature, commonly known as a dead hand feature, designed to prevent a new board
of directors put in place after a change in control from redeeming or amending the Rights issued under the Rights Agreement without the
consent of the directors who were on the board of directors prior to the change in control. Our board of directors also amended the Rights
Agreement to provide that a committee of independent directors would evaluate, at least every three years, whether the Rights Agreement
continues to be in our best interests and in the best interests of our shareholders. We cannot assure you that a committee of independent directors
undertaking any future review of the Rights Agreement will find keeping it in place to be in our or our shareholders best interests.

Preferred Stock

Our articles of incorporation authorize our board of directors to issue up to 50,000,000 shares of preferred stock from time to time, in one or
more series, to establish the number of shares in each series and to fix the designation, powers, preferences and rights of each such series and the
qualifications, limitations or restrictions thereof.

Series A Preferred Stock

We have designated 2,990,000 shares as 8 1/2% Series A Cumulative Redeemable Preferred Stock, all of which are outstanding as of the
date of this prospectus. The terms of the Series A Preferred Stock generally include:

cumulative annual dividends of $2.125 per share, payable before any distributions may be paid to our common shareholders;
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a liquidation preference of $25.00; and

redemption rights at our option exercisable for $25.00 per share in cash, plus accrued and unpaid dividends, beginning on September 10,
2008, except under limited circumstances relating to preserving our REIT status.

Holders of Series A Preferred Stock do not have a right to vote in elections of directors or on any other matter, except as required by law or
as specifically required under our articles of incorporation. Our articles of incorporation generally permit the holders of the Series A Preferred
Stock to vote (1) to elect two additional directors to our board of directors in the event that we have not made distributions with respect to the
Series A Preferred Stock for a period of at least six quarters, until all dividends accumulated through the current dividend period have been paid,
and (2) on certain amendments to our articles of incorporation that materially and adversely affect the rights, preferences, privileges or voting
power of the Series A Preferred Stock. When entitled to vote, each share of Series A Preferred Stock is generally entitled to one vote per share.

Our Series A Preferred Stock currently is traded on the NYSE under the symbol KEPRA. The transfer agent and registrant for our Series A
Preferred Stock is Wells Fargo Bank, N.A. Our Series A Preferred Stock is subject to certain restrictions upon ownership and transfer for the
purpose of enabling us to preserve our status as a REIT. For a description of those restrictions, see Restrictions on Ownership of Capital Stock.

Future Series of Preferred Stock

Because our board of directors has the power to establish the preferences and rights of each class or series of preferred stock, our board of
directors may afford the holders of any series or class of preferred stock preferences, powers and rights, voting or otherwise, senior to the rights
of holders of common stock. The issuance of additional shares of preferred stock could have the effect of delaying or preventing a change in
control.

The applicable prospectus supplement will describe each of the following terms that may be applicable in respect of any preferred stock
offered and issued pursuant to this prospectus:

the specific designation, number of shares, preferences, seniority and purchase price;

any liquidation preference per share;

any maturity date;

any mandatory or optional redemption or repayment dates and terms or sinking fund provisions;

any dividend rate or rates and the dates on which any dividends will be payable (or the method by which such rates or dates will be
determined);

any voting rights;

any rights to convert the preferred stock into other securities or rights, including a description of the securities or rights into which such
preferred stock is convertible (which may include other preferred stock) and the terms and conditions upon which such conversions will be
effected, including, without limitation, conversion rates or formulas, conversion periods and other related provisions;

the place or places where dividends and other payments with respect to the preferred stock will be payable;
any exchange listing or trading market on which the preferred stock will be listed or eligible for trading; and

any additional voting, dividend, liquidation, redemption and other rights, preferences, privileges, limitations and restrictions, including
restrictions imposed for the purpose of maintaining our
15
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qualification as a REIT under the Code. Upon issuance and delivery against payment therefor, all shares of the preferred stock offered
pursuant to this prospectus will be duly authorized, fully paid and non-assessable.
Our preferred stock is subject to certain restrictions upon ownership and transfer for the purpose of enabling us to preserve our status as a
REIT. For a description of those restrictions, see Restrictions on Ownership of Capital Stock.

Certain Provisions of Our Articles of Incorporation and By-laws

Number of Directors; Removal; Filling Vacancies

Our articles of incorporation and by-laws provide that, subject to any rights of holders of preferred stock to elect additional directors under
specified circumstances, the number of directors will consist of not less than one person, with the exact number of directors fixed by board
resolution from time to time. As of the date of this prospectus, the size of the board of directors has been set at seven persons. Under NYSE
listing standards, a majority of the directors shall be independent directors at all times. Except under specified circumstances, only holders of our
common stock are entitled to vote on the election or removal of directors, with each share entitled to one vote. Generally, a majority of the
remaining directors may fill a vacancy on the board of directors, even though such remaining directors may not constitute a quorum. Any
director so elected shall hold office for the balance of the terms of the replaced director.

A director, other than a director elected by our preferred shareholders, may be removed with or without cause by the vote of the holders of a
majority of the outstanding shares of common stock entitled to vote for directors. Such shareholders may elect a successor to fill the resulting
vacancy for the unexpired term. A majority of directors may remove a director for cause.

Policies Regarding Conflicting Activities and Corporate Opportunities

Our articles of incorporation permit our officers and directors to make real estate investments for their own account or for the account of
others without restrictions. In addition, our directors are not required to bring to our attention investment opportunities that meet our investment
criteria. Our directors are not prohibited from engaging in the same activities or lines of business as our company.

Limitation of Liability; Indemnification

Our articles of incorporation provide that we will indemnify each of our officers and directors to the fullest extent permitted by Florida law
in effect from time to time, including the advance of expenses and reasonable counsels fees. Our articles of incorporation further provide that the
liability of our directors and officers to us or our shareholders shall be limited to the maximum extent permitted by Florida law.

To the extent that the foregoing indemnification provisions purport to include indemnification for liabilities arising under the Securities Act,
in the opinion of the Securities and Exchange Commission, such indemnification is contrary to public policy and, therefore, unenforceable.

Amendment

Except as otherwise required by our articles of incorporation or by-laws, our articles of incorporation may be amended by the affirmative
vote of the holders of a majority of the shares entitled to vote thereon. Our by-laws may be amended by the board of directors or by vote of the
holders of a majority of stockholders voting at a meeting at which a quorum is present.

Anti-Takeover Matters

Florida Statutes
We are subject to several anti-takeover provisions under Florida law. These provisions permit a corporation to elect to opt out of such
provisions in its articles of incorporation or (depending on the
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provision in question) its by-laws. We have elected to opt out of the provision of the Florida Business Corporation Act (the Florida Act ) that
prohibits the voting of shares in a publicly-held Florida corporation which are acquired in a control share acquisition unless the holders of a
majority of the corporation s voting shares (exclusive of shares held by officers of the corporation, inside directors or the acquiring party)
approve the granting of voting rights as to the shares acquired in the control share acquisition. A control share acquisition is defined as an
acquisition that immediately thereafter entitles the acquiring party to vote in the election of directors within each of the following ranges of
voting power: (a) one-fifth or more but less than one-third of such voting power; (b) one-third or more but less than a majority of such voting
power; and (c) a majority or more of such voting power. Even though we have amended our by-laws to opt out of the control share acquisition
provision of the Florida Act, there can be no assurance that such election in our by-laws will not be amended or eliminated at any time in the
future.

We have not elected to opt out of the affiliated transaction provision of the Florida Act. The affiliated transaction provision prohibits a
publicly-held Florida corporation from engaging in a broad range of business combinations or other extraordinary corporate transactions with an
interested shareholder unless (a) the transaction is approved by a majority of disinterested directors before the person becomes an interested
shareholder, (b) the interested shareholder has owned at least 80% of the corporation s outstanding voting shares for at least five years, or (c) the
transaction is approved by the holders of two-thirds of the corporation s voting shares other than those owned by the interested shareholder. An

interested shareholder is defined as a person who together with affiliates and associates beneficially owns more than 10% of the corporation s
outstanding voting shares.

Articles of Incorporation and By-laws

Certain other provisions of our articles of incorporation and by-laws may be deemed to have anti-takeover effects. Unless prohibited by its
articles of incorporation, a Florida corporation s shareholders may act by written consent of a majority of the shareholders without a meeting. Our
articles of incorporation prohibit such shareholder action by consent without a meeting. Our by-laws permit a shareholder to nominate persons
for election as directors provided that such nomination is accompanied by a petition signed by at least 100 record holders of our common stock
and such holders own an aggregate of at least one percent of the outstanding shares entitles to vote in the election of directors.

RESTRICTIONS ON OWNERSHIP OF CAPITAL STOCK

For us to qualify as a REIT under the federal income tax laws, we must satisfy restrictions on the ownership of shares of our capital stock.
See Federal Income Tax Consequences of Our Status as a REIT Requirements for Qualification. Because our board of directors believes it is
essential for us to continue to qualify as a REIT, our articles of incorporation limit the acquisition of shares of our capital stock (the Ownership
Limitation ).

The Ownership Limitation provides that, subject to certain exceptions specified in our articles of incorporation, no shareholder may own, or
be deemed to own by virtue of the attribution provisions of the federal income tax laws (i) more than 9.8% of the outstanding shares of common
stock, or (ii) more than 9.8% of the outstanding Series A Preferred Stock. The board of directors may call for redemption any shares owned by a
person in excess of the Ownership Limitation. Additionally, if the board of directors determines in good faith that direct or indirect ownership of
shares would jeopardize our status as a REIT or cause us to fail to qualify as a REIT, the board of directors may call from any stockholder a
number of shares sufficient in the opinion of the board of directors to maintain or to bring the direct or indirect ownership of shares into
conformity with the requirements for qualification as a REIT. We shall purchase any share called for redemption (i) in the case of common
stock, assuming our common stock continues to be listed on a national securities exchange, at the average daily per share composite closing
sales price during the twenty trading day period ending on the business day prior to the redemption and (ii) in the case of Series A Preferred
Stock, at a price of $25.00 per share, plus accrued and unpaid dividends,
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without interest, provided that a holder of Series A Preferred Stock called for redemption after a dividend record date, but before the dividend
payment date, will not be entitled to receive the related the dividend. The holder of any shares called for redemption shall cease to be entitled to
distributions, voting rights, and other benefits with respect to such shares, excepting the right to payment of the redemption price. Any transfer
of shares that would prevent our continued REIT qualification shall be void ab initio and any purported acquisition of shares resulting in
disqualification of our REIT status will be null and void.

The Ownership Limitation will not be automatically removed even if the REIT provisions of the federal income tax laws are changed to no
longer contain any ownership concentration limitation or if the ownership concentration limitation is increased. Any change in the Ownership
Limitation would require an amendment to our articles of incorporation. In addition to preserving our status as a REIT, the Ownership
Limitation may have the effect of precluding an acquisition of control without the approval of our board of directors. All certificates representing
shares of capital stock bear a legend referring to the restrictions described above.

Upon our demand, each shareholder is required to disclose to us in writing such information with respect to the direct or indirect ownership
of shares as the board of directors deems necessary to comply with the provisions of the federal income tax laws applicable to a REIT or to
comply with the requirements of any taxing authority or governmental agency.

DESCRIPTION OF DEBT SECURITIES

The following description, together with the additional information we include in any applicable prospectus supplements, summarizes the
material terms and provisions of the debt securities that we may offer under this prospectus. As of the date of this prospectus, we did not have
any debt securities outstanding. While the terms we have summarized below will apply generally to any future debt securities we may offer, we
will describe the particular terms of any debt securities that we may offer in more detail in the applicable prospectus supplement. The terms of
any debt securities we offer under that prospectus supplement may differ from the terms we describe below.

The debt securities will be our direct unsecured general obligations and may include debentures, notes, bonds and/or other evidences of
indebtedness. The debt securities will be either senior debt securities or subordinated debt securities. The debt securities will be issued under one
or more separate indentures. Senior debt securities will be issued under a senior indenture, and subordinated debt securities will be issued under
a subordinated indenture. We use the term indentures to refer to both the senior indenture and the subordinated indenture. A form of each of the
senior indenture and the subordinated indenture is filed as an exhibit to the registration statement of which this prospectus is a part. The
indentures will be qualified under the Trust Indenture Act. We use the term debenture trustee to refer to either the senior trustee or the
subordinated trustee, as applicable.

The following summaries of material provisions of the debt securities and indentures are subject to, and qualified in their entirety by
reference to, all the provisions of the indenture applicable to a particular series of debt securities.

General

We will describe in each prospectus supplement the following terms relating to a series of debt securities:

the title or designation;
any limit on the principal amount that may be issued;
whether or not we will issue the series of debt securities in global form, the terms and who the depository will be;

the maturity date;
18
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the annual interest rate, which may be fixed or variable, or the method for determining the rate and the date interest will begin to accrue,
the dates interest will be payable and the regular record dates for interest payment dates or the method for determining such dates;

whether or not the debt securities will be secured or unsecured, and the terms of any secured debt;
the terms of the subordination of any series of subordinated debt;

the place where payments will be payable;

our right, if any, to defer payment of interest and the maximum length of any such deferral period;

the date, if any, after which, and the price at which, we may, at our option, redeem the series of debt securities pursuant to any optional
redemption provisions;

the date, if any, on which, and the price at which we are obligated, pursuant to any mandatory sinking fund provisions or otherwise, to
redeem, or at the holder s option to purchase, the series of debt securities;

whether the indenture will restrict our ability to pay dividends, or will require us to maintain any asset ratios or reserves;
whether we will be restricted from incurring any additional indebtedness;
a discussion of any material or special United States federal income tax considerations applicable to the debt securities;

the denominations in which we will issue the series of debt securities, if other than denominations of $1,000 and any integral multiple
thereof; and

any other specific terms, preferences, rights or limitations of, or restrictions on, the debt securities.

Conversion or Exchange Rights

We will set forth in the prospectus supplement the terms on which a series of debt securities may be convertible into or exchangeable for

common stock or other securities of ours. We will include provisions as to whether conversion or exchange is mandatory, at the option of the
holder or at our option. We may include provisions pursuant to which the number of shares of common stock or other securities of ours that the
holders of the series of debt securities receive would be subject to adjustment.

Consolidation, Merger or Sale

The indentures will not contain any covenant which restricts our ability to merge or consolidate, or sell, convey, transfer or otherwise

dispose of all or substantially all of our assets. However, any successor to or acquirer of such assets must assume all of our obligations under the
indentures or the debt securities, as appropriate.

Events of Default Under the Indenture

The following will be events of default under the indentures with respect to any series of debt securities that we may issue:

if we fail to pay interest when due and our failure continues for a number of days to be stated in the indenture and the time for payment has
not been extended or deferred;

if we fail to pay the principal, or premium, if any, when due and the time for payment has not been extended or delayed;

if we fail to observe or perform any other covenant contained in the debt securities or the indentures, other than a covenant specifically
relating to another series of debt securities, and our failure continues for a number of days to be stated in the indenture after we receive
notice from the
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debenture trustee or holders of at least 25% in aggregate principal amount of the outstanding debt securities of the applicable series; and

if specified events of bankruptcy, insolvency or reorganization occur as to us.

If an event of default with respect to debt securities of any series occurs and is continuing, the debenture trustee or the holders of at least
25% in aggregate principal amount of the outstanding debt securities of that series, by notice to us in writing, and to the debenture trustee if
notice is given by such holders, may declare the unpaid principal of, premium, if any, and accrued interest, if any, due and payable immediately.

The holders of a majority in principal amount of the outstanding debt securities of an affected series may waive any default or event of
default with respect to the series and its consequences, except defaults or events of default regarding payment of principal, premium, if any, or
interest, unless we have cured the default or event of default in accordance with the indenture. Any waiver shall cure the default or event of
default.

Subject to the terms of the indentures, if an event of default under an indenture shall occur and be continuing, the debenture trustee will be
under no obligation to exercise any of its rights or powers under such indenture at the request or direction of any of the holders of the applicable
series of debt securities, unless such holders have offered the debenture trustee reasonable indemnity. The holders of a majority in principal
amount of the outstanding debt securities of any series will have the right to direct the time, method and place of conducting any proceeding for
any remedy available to the debenture trustee, or exercising any trust or power conferred on the debenture trustee, with respect to the debt
securities of that series, provided that:

the direction given by the holder is not in conflict with any law or the applicable indenture; and

subject to its duties under the Trust Indenture Act, the debenture trustee need not take any action that might involve it in personal liability
or might be unduly prejudicial to the holders not involved in the proceeding.

A holder of the debt securities of any series will only have the right to institute a proceeding under the indentures or to appoint a receiver or
trustee, or to seek other remedies if:

the holder has given written notice to the debenture trustee of a continuing event of default with respect to that series;

the holders of at least 25% in aggregate principal amount of the outstanding debt securities of that series have made written request, and
such holders have offered reasonable indemnity to the debenture trustee to institute the proceeding as trustee; and

the debenture trustee does not institute the proceeding, and does not receive from the holders of a majority in aggregate principal amount

of the outstanding debt securities of that series other conflicting directions within 60 days after the notice, request and offer.

These limitations do not apply to a suit instituted by a holder of debt securities if we default in the payment of the principal, premium, if
any, or interest on, the debt securities.

We will periodically file statements with the debenture trustee regarding our compliance with specified covenants in the indentures.
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Modification of Indenture; Waiver

We and the debenture trustee may change an indenture without the consent of any holders with respect to specific matters, including:

to fix any ambiguity, defect or inconsistency in the indenture; and

to change anything that does not materially adversely affect the interests of any holder of debt securities of any series.

In addition, under the indentures, the rights of holders of a series of debt securities may be changed by us and the debenture trustee with the
written consent of the holders of at least a majority in aggregate principal amount of the outstanding debt securities of each series that is
affected. However, we and the debenture trustee may only make the following changes with the consent of each holder of any outstanding debt
securities affected:

extending the fixed maturity of the series of debt securities;

reducing the principal amount, reducing the rate of or extending the time of payment of interest, or any premium payable upon the
redemption of any debt securities; or

reducing the percentage of debt securities, the holders of which are required to consent to any amendment.
Discharge

Each indenture provides that we can elect to be discharged from our obligations with respect to one or more series of debt securities, except
for obligations to:

register the transfer or exchange of debt securities of the series;
replace stolen, lost or mutilated debt securities of the series;
maintain paying agencies;

hold monies for payment in trust;

compensate and indemnify the debenture trustee; and

appoint any successor debenture trustee.

In order to exercise our rights to be discharged, we must deposit with the trustee money or government obligations sufficient to pay all the
principal of, any premium, if any, and interest on, the debt securities of the series on the dates payments are due.

Form, Exchange and Transfer

We will issue the debt securities of each series only in fully registered form without coupons and, unless we otherwise specify in the
applicable prospectus supplement, in denominations of $1,000 and any integral multiple thereof. The indentures provide that we may issue debt
securities of a series in temporary or permanent global form and as book-entry securities that will be deposited with, or on behalf of, The
Depository Trust Company or another depository named by us and identified in a prospectus supplement with respect to that series. See Legal
Ownership of Securities for a further description of the terms relating to any book-entry securities.

Subject to the terms of the indentures and the limitations applicable to global securities described in the applicable prospectus supplement,
the holder of the debt securities, at its option, of any series can exchange the debt securities for other debt securities of the same series, in any
authorized denomination and of like tenor and aggregate principal amount.

Subject to the terms of the indentures and the limitations applicable to global securities set forth in the applicable prospectus supplement,
holders of the debt securities may present the debt securities for
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exchange or for registration of transfer, duly endorsed or with the form of transfer endorsed thereon duly executed if so required by us or the
security registrar, at the office of the security registrar or at the office of any transfer agent designated by us for this purpose. Unless otherwise
provided in the debt securities that the holder presents for transfer or exchange, we will make no service charge for any registration of transfer or
exchange, but we may require payment of any taxes or other governmental charges.

We will name in the applicable prospectus supplement the security registrar, and any transfer agent in addition to the security registrar, that
we initially designate for any debt securities. We may at any time designate additional transfer agents or rescind the designation of any transfer
agent or approve a change in the office through which any transfer agent acts, except that we will be required to maintain a transfer agent in each
place of payment for the debt securities of each series.

If we elect to redeem the debt securities of any series, we will not be required to:

issue, register the transfer of, or exchange any debt securities of that series during a period beginning at the opening of business 15 days
before the day of mailing of a notice of redemption of any debt securities that may be selected for redemption and ending at the close of
business on the day of the mailing; or

register the transfer of or exchange any debt securities so selected for redemption, in whole or in part, except the unredeemed portion of
any debt securities we are redeeming in part.
Information Concerning the Debenture Trustee

The debenture trustee, other than during the occurrence and continuance of an event of default under an indenture, undertakes to perform
only those duties as are specifically set forth in the applicable indenture. Upon an event of default under an indenture, the debenture trustee must
use the same degree of care as a prudent person would exercise or use in the conduct of his or her own affairs. Subject to this provision, the
debenture trustee is under no obligation to exercise any of the powers given it by the indentures at the request of any holder of debt securities
unless it is offered reasonable security and indemnity against the costs, expenses and liabilities that it might incur.

Payment and Paying Agents

Unless we otherwise indicate in the applicable prospectus supplement, we will make payment of the interest on any debt securities on any
interest payment date to the person in whose name the debt securities, or one or more predecessor securities, are registered at the close of
business on the regular record date for the interest.

We will pay principal of and any premium and interest on the debt securities of a particular series at the office of the paying agents
designated by us, except, that unless we otherwise indicate in the applicable prospectus supplement, we will make interest payments by check
which we will mail to the holder. Unless we otherwise indicate in a prospectus supplement, we will designate the corporate trust office of the
debenture trustee in the City of New York as our sole paying agent for payments with respect to debt securities of each series. We will name in
the applicable prospectus supplement any other paying agents that we initially designate for the debt securities of a particular series. We will
maintain a paying agent in each place of payment for the debt securities of a particular series.

All money we pay to a paying agent or the debenture trustee for the payment of the principal of or any premium or interest on any debt
securities which remains unclaimed at the end of two years after such principal, premium or interest has become due and payable will be repaid
to us, and the holder of the security thereafter may look only to us for payment thereof.

Governing Law

The indentures and the debt securities will be governed by and construed in accordance with the laws of the State of Florida, except to the
extent that the Trust Indenture Act is applicable.
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Subordination of Subordinated Notes

The subordinated notes will be unsecured and will be subordinate and junior in priority of payment to certain of our other indebtedness to
the extent described in a prospectus supplement. The subordinated indenture does not limit the amount of subordinated notes which we may
issue. It also does not limit us from issuing any other secured or unsecured debt.

LEGAL OWNERSHIP OF SECURITIES

We can issue securities in registered form or in the form of one or more global securities. We describe global securities in greater detail
below. We refer to those persons who have securities registered in their own names on the books that we or any applicable trustee maintain for
this purpose as the holders of those securities. These persons are the legal holders of the securities. We refer to those persons who, indirectly
through others, own beneficial interests in securities that are not registered in their own names, as indirect holders of those securities. As we
discuss below, indirect holders are not legal holders, and investors in securities issued in book-entry form or in street name will be indirect
holders.

Book-Entry Holders

We may issue securities in book-entry form only, as we will specify in the applicable prospectus supplement. This means securities may be
represented by one or more global securities registered in the name of a financial institution that holds them as depositary on behalf of other
financial institutions that participate in the depositary s book-entry system. These participating institutions, which are referred to as participants,
in turn, hold beneficial interests in the securities on behalf of themselves or their customers.

Only the person in whose name a security is registered is recognized as the holder of that security. Securities issued in global form will be
registered in the name of the depositary or its participants. Consequently, for securities issued in global form, we will recognize only the
depositary as the holder of the securities, and we will make all payments on the securities to the depositary. The depositary passes along the
payments it receives to its participants, which in turn pass the payments along to their customers who are the beneficial owners. The depositary
and its participants do so under agreements they have made with one another or with their customers; they are not obligated to do so under the
terms of the securities.

As a result, investors in a book-entry security will not own securities directly. Instead, they will own beneficial interests in a global security,
through a bank, broker or other financial institution that participates in the depositary s book-entry system or holds an interest through a
participant. As long as the securities are issued in global form, investors will be indirect holders, and not holders, of the securities.

Street Name Holders

We may terminate a global security or issue securities in non-global form. In these cases, investors may choose to hold their securities in
their own names or in  street name. Securities held by an investor in street name would be registered in the name of a bank, broker or other
financial institution that the investor chooses, and the investor would hold only a beneficial interest in those securities through an account he or
she maintains at that institution.

For securities held in street name, we will recognize only the intermediary banks, brokers and other financial institutions in whose names
the securities are registered as the holders of those securities, and we will make all payments on those securities to them. These institutions pass
along the payments they receive to their customers who are the beneficial owners, but only because they agree to do so in their customer
agreements or because they are legally required to do so. Investors who hold securities in street name will be indirect holders, not holders, of
those securities.
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Legal Holders

Our obligations, as well as the obligations of any applicable trustee and of any third parties employed by us or a trustee, run only to the legal
holders of the securities. We do not have obligations to investors who hold beneficial interests in global securities, in street name or by any other
indirect means. This will be the case whether an investor chooses to be an indirect holder of a security or has no choice because we are issuing
the securities only in global form.

For example, once we make a payment or give a notice to the holder, we have no further responsibility for the payment or notice even if that
holder is required, under agreements with depositary participants or customers or by law, to pass it along to the indirect holders but does not do
so. Similarly, we may want to obtain the approval of the holders to amend an indenture, to relieve us of the consequences of a default or of our
obligation to comply with a particular provision of the indenture or for other purposes. In such an event, we would seek approval only from the
holders, and not the indirect holders, of the securities. Whether and how the holders contact the indirect holders is up to the holders.

Special Considerations for Indirect Holders

If you hold securities through a bank, broker or other financial institution, either in book-entry form or in street name, you should check
with your own institution to find out:

how it handles securities payments and notices;
whether it imposes fees or charges;
how it would handle a request for the holders consent, if ever required;

whether and how you can instruct it to send you securities registered in your own name so you can be a holder, if that is permitted in the
future;

how it would exercise rights under the securities if there were a default or other event triggering the need for holders to act to protect their
interests; and

if the securities are in book-entry form, how the depositary s rules and procedures will affect these matters.
Global Securities

A global security is a security held by a depositary which represents one or any other number of individual securities. Generally, all
securities represented by the same global securities will have the same terms.

Each security issued in book-entry form will be represented by a global security that we deposit with and register in the name of a financial
institution or its nominee that we select. The financial institution that we select for this purpose is called the depositary. Unless we specify
otherwise in the applicable prospectus supplement, The Depository Trust Company, New York, New York, known as DTC, will be the
depositary for all securities issued in book-entry form.

A global security may not be transferred to or registered in the name of anyone other than the depositary, its nominee or a successor
depositary, unless special termination situations arise. We describe those situations below under  Special Situations When a Global Security Will
Be Terminated. As a result of these arrangements, the depositary, or its nominee, will be the sole registered owner and holder of all securities
represented by a global security, and investors will be permitted to own only beneficial interests in a global security. Beneficial interests must be
held by means of an account with a broker, bank or other financial institution that in turn has an account with the depositary or with another
institution that does. Thus, an investor whose security is represented by a global security will not be a holder of the security, but only an indirect
holder of a beneficial interest in the global security.
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If the prospectus supplement for a particular security indicates that the security will be issued in global form only, then the security will be
represented by a global security at all times unless and until the global security is terminated. If termination occurs, we may issue the securities
through another book-entry clearing system or decide that the securities may no longer be held through any book-entry clearing system.

Special Considerations for Global Securities

As an indirect holder, an investor s rights relating to a global security will be governed by the account rules of the investor s financial
institution and of the depositary, as well as general laws relating to securities transfers. We do not recognize an indirect holder as a holder of
securities and instead deal only with the depositary that holds the global security.

If securities are issued only in the form of a global security, an investor should be aware of the following:

An investor cannot cause the securities to be registered in his or her name, and cannot obtain non-global certificates for his or her interest
in the securities, except in the special situations we describe below;

An investor will be an indirect holder and must look to his or her own bank or broker for payments on the securities and protection of his
or her legal rights relating to the securities, as described herein;

An investor may not be able to sell interests in the securities to some insurance companies and to other institutions that are required by law
to own their securities in non-book-entry form;

An investor may not be able to pledge his or her interest in a global security in circumstances where certificates representing the securities
must be delivered to the lender or other beneficiary of the pledge in order for the pledge to be effective;

The depositary s policies, which may change from time to time, will govern payments, transfers, exchanges and other matters relating to an
investor s interest in a global security. We and any applicable trustee have no responsibility for any aspect of the depositary s actions or for
its records of ownership interests in a global security. We and the trustee also do not supervise the depositary in any way;

The depositary may, and we understand that DTC will, require that those who purchase and sell interests in a global security within its
book-entry system use immediately available funds, and your broker or bank may require you to do so as well; and

Financial institutions that participate in the depositary s book-entry system, and through which an investor holds its interest in a global
security, may also have their own policies affecting payments, notices and other matters relating to the securities. There may be more than
one financial intermediary in the chain of ownership for an investor. We do not monitor and are not responsible for the actions of any of
those intermediaries.

Special Situations When a Global Security Will be Terminated

In a few special situations described below, the global security will terminate and interests in it will be exchanged for physical certificates
representing those interests. After that exchange, the choice of whether to hold securities directly or in street name will be up to the investor.
Investors must consult their own banks or brokers to find out how to have their interests in securities transferred to their own name, so that they
will be direct holders. We have described the rights of holders and street name investors above.
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The global security will terminate when the following special situations occur:

if the depositary notifies us that it is unwilling, unable or no longer qualified to continue as depositary for that global security and we do
not appoint another institution to act as depositary within 90 days;

if we notify any applicable trustee that we wish to terminate that global security; or

if an event of default has occurred with regard to securities represented by that global security and has not been cured or waived.

The prospectus supplement may also list additional situations for terminating a global security that would apply only to the particular series
of securities covered by the prospectus supplement. When a global security terminates, the depositary, and not we or any applicable trustee, is
responsible for deciding the names of the institutions that will be the initial direct holders.

FEDERAL INCOME TAX CONSEQUENCES OF OUR STATUS AS A REIT

This section summarizes the material federal income tax issues that you, as a holder of our securities, may consider relevant. Because this
section is a summary, it does not address all of the tax issues that may be important to you. Hunton & Williams LLP has acted as our special tax
counsel, has reviewed this summary, and is of the opinion that the discussion contained herein fairly summarizes the federal income tax
consequences that are likely to be material to a holder of our securities. The discussion does not address all aspects of taxation that may be
relevant to particular holder of our securities in light of their personal investment or tax circumstances, or to certain types of holders of our
securities that are subject to special treatment under the federal income tax laws, such as insurance companies, tax-exempt organizations,
financial institutions or broker-dealers, and non-U.S. individuals and foreign corporations.

The statements in this section and the opinion of Hunton & Williams LLP are based on the current federal income tax laws governing
qualification as a REIT. We cannot assure you that new laws, interpretations of law or court decisions, any of which may take effect
retroactively, will not cause any statement in this section to be inaccurate.

We urge you to consult your own tax advisor regarding the specific tax consequences to you of ownership of our securities and of
our taxation as a REIT. Specifically, you should consult your own tax advisor regarding the state, local, foreign, and other tax
consequences of such ownership and taxation, and regarding potential changes in applicable tax laws.

Taxation of Our Company

We elected to be taxed as a REIT under the federal income tax laws commencing with our short taxable year ended December 31, 1988. We
believe that, commencing with such short taxable year, we have been organized and have operated in such a manner so as to qualify for taxation
as a REIT under the federal income tax laws, and we intend to continue to operate in such a manner, but no assurance can be given that we will
operate in a manner so as to qualify or remain qualified as a REIT. This section discusses the laws governing the federal income tax treatment of
a REIT. These laws are highly technical and complex.

In the opinion of Hunton & Williams LLP, we qualified to be taxed as a REIT for our taxable years ended December 31, 2000 through
2003, and our organization and current proposed method of operation will enable us to continue to qualify as a REIT for our taxable year ending
December 31, 2004 and in the future. Investors should be aware that Hunton & Williams LLP s opinion is based upon customary assumptions, is
conditioned upon certain representations made by us as to factual matters, including representations regarding the nature of our properties and
the conduct of our business, and is not binding upon the Internal Revenue Service or any court. In addition, Hunton & Williams LLP s opinion is
based on existing federal income tax law governing qualification as a REIT, which is subject to change either prospectively or retroactively.
Moreover, our qualification and taxation as a REIT depend upon our ability
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to meet on a continuing basis, through actual annual operating results, certain qualification tests set forth in the federal tax laws. Those
qualification tests involve the percentage of income that we earn from specified sources, the percentage of our assets that falls within specified
categories, the diversity of our stock ownership, and the percentage of our earnings that we distribute. Hunton & Williams LLP will not review
our compliance with those tests on a continuing basis. Accordingly, no assurance can be given that the actual results of our operations for any
particular taxable year will satisfy such requirements. Our independent accountants monitor compliance with these qualification tests on a
quarterly basis. For a discussion of the tax consequences of our failure to qualify as a REIT, see  Failure to Qualify.

If we qualify as a REIT, we generally will not be subject to federal income tax on the taxable income that we distribute to our stockholders.
The benefit of that tax treatment is that it avoids the double taxation, or taxation at both the corporate and stockholder levels, that generally
results from owning stock in a corporation. However, we will be subject to federal tax in the following circumstances:

We will pay federal income tax on taxable income, including net capital gain, that we do not distribute to stockholders during, or within a
specified time period after, the calendar year in which the income is earned.

We may be subject to the alternative minimum tax on any items of tax preference that we do not distribute or allocate to stockholders.
We will pay income tax at the highest corporate rate on:

net income from the sale or other disposition of property acquired through foreclosure ( foreclosure property ) that we hold primarily
for sale to customers in the ordinary course of business, and

other non-qualifying income from foreclosure property.

We will pay a 100% tax on net income from sales or other dispositions of property, other than foreclosure property, that we hold primarily
for sale to customers in the ordinary course of business.

If we fail to satisfy the 75% gross income test or the 95% gross income test, as described below under Requirements for
Qualification Income Tests, and nonetheless continue to qualify as a REIT because we meet other requirements, we will pay a 100% tax
on:

the gross income attributable to the greater of (i) the amount by which we fail the 75% gross income test and (ii) the amount by which
90% of our gross income exceeds the amount of income qualifying under the 95% gross income test; multiplied, in each case, by

a fraction intended to reflect our profitability.
If we fail to distribute during a calendar year at least the sum of:
85% of our REIT ordinary income for the year;
95% of our REIT capital gain net income for the year; and
any undistributed taxable income from earlier periods,
we will pay a 4% nondeductible excise tax on the excess of the required distribution over the amount we actually distributed.

We may elect to retain and pay income tax on our net long-term capital gain. In that case, a U.S. stockholder would be taxed on its
proportionate share of our undistributed long-term capital gain (to the extent that we make a timely designation of such gain to the
stockholder) and would receive a credit or refund for its proportionate share of the tax we paid.

We will be subject to a 100% excise tax on transactions with a taxable REIT subsidiary that are not conducted on an arm s-length basis.
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If we acquire any asset from a C corporation, or a corporation that generally is subject to full corporate-level tax, in a merger or other
transaction in which we acquire a basis in the asset that is determined by reference either to the C corporation s basis in the asset or to
another asset, we will pay tax at the highest regular corporate rate applicable if we recognize gain on the sale or disposition of the asset
during the 10-year period after we acquire the asset. The amount of gain on which we will pay tax is the lesser of:

the amount of gain that we recognize at the time of the sale or disposition; and

the amount of gain that we would have recognized if we had sold the asset at the time we acquired it.
Requirements for Qualification

A REIT is a corporation, trust or association that meets each of the following requirements:

1. Itis managed by one or more trustees or directors;

2. Its beneficial ownership is evidenced by transferable shares, or by transferable certificates of beneficial interest;

3. It would be taxable as a domestic corporation, but for the REIT provisions of the federal income tax laws;

4. Itis neither a financial institution nor an insurance company subject to special provisions of the federal income tax laws;
5. Atleast 100 persons are beneficial owners of its shares or ownership certificates;

6. Not more than 50% in value of its outstanding shares or ownership certificates is owned, directly or indirectly, by five or fewer
individuals, which the federal income tax laws define to include certain entities, during the last half of any taxable year;

7. TItelects to be a REIT, or has made such election for a previous taxable year, and satisfies all relevant filing and other administrative
requirements established by the Internal Revenue Service that must be met to elect and maintain REIT status; and

8. It meets certain other qualification tests, described below, regarding the nature of its income and assets.

We must meet requirements 1 through 4 during our entire taxable year and must meet requirement 5 during at least 335 days of a taxable
year of 12 months, or during a proportionate part of a taxable year of less than 12 months. If we comply with all the requirements for
ascertaining the ownership of our outstanding shares in a taxable year and have no reason to know that we violated requirement 6, we will be
deemed to have satisfied requirement 6 for that taxable year. For purposes of determining share ownership under requirement 6, an individual
generally includes a supplemental unemployment compensation benefits plan, a private foundation, or a portion of a trust permanently set aside
or used exclusively for charitable purposes. An individual, however, generally does not include a trust that is a qualified employee pension or
profit sharing trust under the federal income tax laws, and beneficiaries of such a trust will be treated as holding our shares in proportion to their
actuarial interests in the trust for purposes of requirement 6. We have issued sufficient common stock with sufficient diversity of ownership to
satisfy requirements 5 and 6. In addition, our articles of incorporation restrict the ownership and transfer of stock so that we should continue to
satisfy these requirements. The provisions of our articles of incorporation restricting the ownership and transfer of stock are described in

Restrictions on Ownership of Capital Stock.

A corporation that is a qualified REIT subsidiary 1is not treated as a corporation separate from its parent REIT. All assets, liabilities, and
items of income, deduction, and credit of a qualified REIT subsidiary are treated as assets, liabilities, and items of income, deduction, and credit
of the REIT. A
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qualified REIT subsidiary is a corporation, all of the capital stock of which is owned by the REIT. Thus, in applying the requirements described
herein, any qualified REIT subsidiary that we own will be ignored, and all assets, liabilities, and items of income, deduction, and credit of such
subsidiary will be treated as our assets, liabilities, and items of income, deduction, and credit.

An unincorporated domestic entity, such as a partnership or limited liability company, that has a single owner, generally is not treated as an
entity separate from its parent for federal income tax purposes. An unincorporated domestic entity with two or more owners is generally treated
as a partnership for federal income tax purposes. In the case of a REIT that is a partner in a partnership that has other partners, the REIT is
treated as owning its proportionate share of the assets of the partnership and as earning its allocable share of the gross income of the partnership
for purposes of the applicable REIT qualification tests. Thus, our proportionate share of the assets, liabilities and items of income of any
partnership, joint venture, or limited liability company that is treated as a partnership for federal income tax purposes in which we acquire an
interest, directly or indirectly, will be treated as our assets and gross income for purposes of applying the various REIT qualification
requirements.

A REIT is permitted to own up to 100% of the stock of one or more taxable REIT subsidiaries. A taxable REIT subsidiary is a fully taxable
corporation that may earn income that would not be qualifying income if earned directly by the parent REIT. However, a taxable REIT
subsidiary may not directly or indirectly operate or manage any hotels or health care facilities or provide rights to any brand name under which
any hotel or health care facility is operated. The subsidiary and the REIT must jointly elect to treat the subsidiary as a taxable REIT subsidiary.
A taxable REIT subsidiary will pay income tax at regular corporate rates on any income that it earns. In addition, the taxable REIT subsidiary
rules limit the deductibility of interest paid or accrued by a taxable REIT subsidiary to its parent REIT to assure that the taxable REIT subsidiary
is subject to an appropriate level of corporate taxation. Further, the rules impose a 100% excise tax on transactions between a taxable REIT
subsidiary and its parent REIT or the REIT s tenants that are not conducted on an arm s-length basis. We have one taxable REIT subsidiary,
Koger Realty Services, Inc., which has provided, and may in the future provide, management and leasing services for real properties owned by
third parties. See  Taxable REIT Subsidiaries.

Income Tests

We must satisfy two gross income tests annually to maintain our qualification as a REIT. First, at least 75% of our gross income for each
taxable year must consist of defined types of income that we derive, directly or indirectly, from investments relating to real property or
mortgages on real property or qualified temporary investment income. Qualifying income for purposes of that 75% gross income test generally
includes:

rents from real property;

interest on debt secured by mortgages on real property, or on interests in real property;
dividends or other distributions on, and gain from the sale of, shares in other REITsS;
gain from the sale of real estate assets; and

income derived from the temporary investment of new capital that is attributable to the issuance of our shares of beneficial interest or a
public offering of our debt with a maturity date of at least five years and that we receive during the one-year period beginning on the date
on which we received such new capital.

Second, in general, at least 95% of our gross income for each taxable year must consist of income that is qualifying income for purposes of
the 75% gross income test, other types of interest and dividends, gain from the sale or disposition of stock or securities, income from certain
hedging instruments or any combination of these. Gross income from our sale of property that we hold primarily for sale to customers in the
ordinary course of business is excluded from both the numerator and the denominator in both income tests. The following paragraphs discuss the
specific application of the gross income tests to us.
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Rents from Real Property. Rent that we receive from our real property will qualify as rents from real property, which is qualifying income
for purposes of the 75% and 95% gross income tests, only if the following conditions are met.

First, the rent must not be based in whole or in part on the income or profits of any person. Participating rent, however, will qualify as rents
from real property if it is based on percentages of receipts or sales and the percentages:

are fixed at the time the leases are entered into;
are not renegotiated during the term of the leases in a manner that has the effect of basing rent on income or profits; and

conform with normal business practice.

More generally, the rent will not qualify as rents from real property if, considering the leases and all the surrounding circumstances, the
arrangement does not conform with normal business practice, but is in reality used as a means of basing the rent on income or profits. Since the
rent that we receive is not be based on the lessees income or sales, our rent should not be considered based in whole or in part on the income or
profits of any person. Furthermore, we have represented that, with respect to other properties that we acquire in the future, we will not charge
rent for any property that is based in whole or in part on the income or profits of any person, except by reason of being based on a fixed
percentage of gross revenues, as described above.

Second, we must not own, actually or constructively, 10% or more of the stock or the assets or net profits of any lessee (a related party
tenant ) other than a taxable REIT subsidiary. The constructive ownership rules generally provide that, if 10% or more in value of our stock is
owned, directly or indirectly, by or for any person, we are considered as owning the stock owned, directly or indirectly, by or for such person.
We have represented that do not and will not rent any property to a related party tenant. However, because the constructive ownership rules are
broad and it is not possible to monitor continually direct and indirect transfers of our stock, no absolute assurance can be given that such
transfers or other events of which we have no knowledge will not cause us to own constructively 10% or more of a lessee other than a taxable
REIT subsidiary at some future date.

As described above, we may own up to 100% of the stock of one or more taxable REIT subsidiaries. As an exception to the related party
tenant rule described in the preceding paragraph, rent that we receive from a taxable REIT subsidiary will qualify as rents from real property as
long as (1) the taxable REIT subsidiary is a qualifying taxable REIT subsidiary (among other things, it does not directly or indirectly operate or
manage any hotels or health care facilities or provide rights to any brand name under which any hotel or health care facility is operated), (2) at
least 90% of the leased space in the property is leased to persons other than taxable REIT subsidiaries and related party tenants, and (3) the
amount paid by the taxable REIT subsidiary to rent space at the property is substantially comparable to rents paid by other tenants of the
property for comparable space.

Third, the rent attributable to the personal property leased in connection with the lease of a property must not be greater than 15% of the
total rent received under the lease. The rent attributable to the personal property contained in a property is the amount that bears the same ratio to
total rent for the taxable year as the average of the fair market values of the personal property at the beginning and at the end of the taxable year
bears to the average of the aggregate fair market values of both the real and personal property contained in the property at the beginning and at
the end of such taxable year (the personal property ratio ). With respect to each property, we believe either that the personal property ratio is less
than 15% or that any income attributable to excess personal property will not jeopardize our ability to qualify as a REIT. There can be no
assurance, however, that the Internal Revenue Service would not challenge our calculation of a personal property ratio, or that a court would not
uphold such assertion. If such a challenge were successfully asserted, we could fail to satisfy the 75% or 95% gross income test and thus lose our
REIT status.
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Fourth, we cannot furnish or render noncustomary services to the tenants of our properties, or manage or operate our properties, other than
through an independent contractor who is adequately compensated and from whom we do not derive or receive any income or through a taxable
REIT subsidiary. However, we need not provide services through an independent contractor, but instead may provide services directly to our
tenants, if the services are usually or customarily rendered in connection with the rental of space for occupancy only and are not considered to be
provided for the tenants convenience. In addition, we may provide a minimal amount of noncustomary services to the tenants of a property,
other than through an independent contractor, as long as our income from the services does not exceed 1% of our income from the related
property. Finally, we may own up to 100% of the stock of one or more taxable REIT subsidiaries, which may provide noncustomary services to
our tenants without tainting our rents from the related independent contractor from whom the REIT itself does not derive or receive any income.
We do not perform any services other than customary ones for our lessees, other than services provided through independent contractors.
Furthermore, we have represented that, with respect to other properties that we acquire in the future, we will not perform noncustomary services
for the lessees of the property to the extent that the provision of such services would jeopardize our REIT status.

If a portion of the rent that we receive from a property does not qualify as rents from real property because the rent attributable to personal
property exceeds 15% of the total rent for a taxable year, the portion of the rent that is attributable to personal property will not be qualifying
income for purposes of either the 75% or 95% gross income test. Thus, if such rent attributable to personal property, plus any other income that
is nonqualifying income for purposes of the 95% gross income test, during a taxable year exceeds 5% of our gross income during the year, we
would lose our REIT status. If, however, the rent from a particular property does not qualify as rents from real property because either (1) the
rent is considered based on the income or profits of the related lessee, (2) the lessee either is a related party tenant or fails to qualify for the
exception to the related party tenant rule for qualifying taxable REIT subsidiaries, or (3) we furnish noncustomary services to the tenants of the
property, or manage or operate the property, other than through a qualifying independent contractor or a taxable REIT subsidiary, none of the
rent from that property would qualify as rents from real property. In that case, we might lose our REIT status because we would be unable to
satisfy either the 75% or 95% gross income test.

In addition to the rent, the lessees are required to pay certain additional charges. To the extent that such additional charges represent either
(1) reimbursements of amounts that we are obligated to pay to third parties, such as a lessee s proportionate share of a property s operational or
capital expenses, or (2) penalties for nonpayment or late payment of such amounts, such charges should qualify as rents from real property.
However, to the extent that such charges do not qualify as rents from real property, they instead will be treated as interest that qualifies for the
95% gross income test.

Interest. The term interest generally does not include any amount received or accrued, directly or indirectly, if the determination of such
amount depends 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 interest solely by being based on a fixed percentage or percentages of receipts or sales. Furthermore, to the extent that
interest from a loan that is based on the residual cash proceeds from the sale of the property securing the loan constitutes a shared appreciation
provision, income attributable to such participation feature will be treated as gain from the sale of the secured property.

Prohibited Transactions. A REIT will incur a 100% tax on the net income derived from any sale or other disposition of property, other than
foreclosure property, that the REIT holds primarily for sale to customers in the ordinary course of a trade or business. We believe that none of
our assets will be held primarily for sale to customers and that a sale of any of our assets will not be in the ordinary course of our business.
Whether a REIT holds an asset primarily for sale to customers in the ordinary course of a trade or business depends, however, on the facts and
circumstances in effect from time to time, including those related to a particular asset. Nevertheless, we will attempt to comply with the terms of
safe-harbor provisions in the federal income tax laws prescribing when an asset sale will not be characterized as a prohibited transaction. We
cannot assure you, however, that we can comply with the safe-harbor provisions
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or that we will avoid owning property that may be characterized as property that we hold primarily for sale to customers in the ordinary course
of a trade or business.

Foreclosure Property. We will be subject to tax at the maximum corporate rate on any income from foreclosure property, other than income
that otherwise would be qualifying income for purposes of the 75% gross income test, less expenses directly connected with the production of
that income. However, gross income from foreclosure property will qualify under the 75% and 95% gross income tests. Foreclosure property is
any real property, including interests in real property, and any personal property incident to such real property:

that is acquired by a REIT as the result of the REIT having bid on such property at foreclosure, or having otherwise reduced such property
to ownership or possession by agreement or process of law, after there was a default or default was imminent on a lease of such property or
on indebtedness that such property secured;

for which the related loan was acquired by the REIT at a time when the default was not imminent or anticipated; and

for which the REIT makes a proper election to treat the property as foreclosure property.

However, a REIT will not be considered to have foreclosed on a property where the REIT takes control of the property as a
mortgagee-in-possession and cannot receive any profit or sustain any loss except as a creditor of the mortgagor. Property generally ceases to be
foreclosure property at the end of the third taxable year following the taxable year in which the REIT acquired the property or longer if an
extension is granted by the Secretary of the Treasury. This grace period terminates and foreclosure property ceases to be foreclosure property on
the first day:

on which a lease is entered into for the property that, by its terms, will give rise to income that does not qualify for purposes of the 75%
gross income test, or any amount is received or accrued, directly or indirectly, pursuant to a lease entered into on or after such day that will
give rise to income that does not qualify for purposes of the 75% gross income test;

on which any construction takes place on the property, other than completion of a building or any other improvement, where more than
10% of the construction was completed before default became imminent; or

which is more than 90 days after the day on which the REIT acquired the property and the property is used in a trade or business which is
conducted by the REIT, other than through an independent contractor from whom the REIT does not derive or receive any income.
Hedging Transactions. From time to time, we may enter into hedging transactions with respect to one or more of our assets or liabilities.

Our hedging activities may include entering into interest rate swaps, caps, and floors, options to purchase such items, and futures and forward
contracts. To the extent that we enter into an interest rate swap or cap contract, option, futures contract, forward rate agreement, or any similar
financial instrument to hedge our indebtedness incurred to acquire or carry real estate assets, any periodic income or gain from the disposition of
such contract should be qualifying income for purposes of the 95% gross income test, but not the 75% gross income test. To the extent that we
hedge with other types of financial instruments, or in other situations, it is not entirely clear how the income from those transactions will be
treated for purposes of the gross income tests. We intend to structure any hedging transactions in a manner that does not jeopardize our status as
a REIT.

Failure to Satisfy Gross Income Tests. If we fail to satisfy one or both of the gross income tests for any taxable year, we nevertheless may
qualify as a REIT for that year if we qualify for relief under certain provisions of the federal income tax laws. Those relief provisions generally
will be available if:

our failure to meet such tests is due to reasonable cause and not due to willful neglect;

we attach a schedule of the sources of our income to our tax return; and
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any incorrect information on the schedule was not due to fraud with intent to evade tax.

We cannot predict, however, whether in all circumstances we would qualify for the relief provisions. In addition, as discussed above in
Taxation of Our Company, even if the relief provisions apply, we would incur a 100% tax on the gross income attributable to the greater of
(i) the amount by which we fail the 75% gross income test and (ii) the amount by which 90%, in each case, of our gross income exceeds the
amount of qualifying income under the 95% gross income test, multiplied by a fraction intended to reflect our profitability.

Asset Tests
To maintain our qualification as a REIT, we also must satisfy the following asset tests at the end of each quarter of each taxable year.
First, at least 75% of the value of our total assets must consist of:
cash or cash items, including certain receivables;
government securities;
interests in real property, including leaseholds and options to acquire real property and leaseholds;
interests in mortgages on real property;
stock in other REITs; and
investments in stock or debt instruments during the one-year period following our receipt of new capital that we raise through equity
offerings or public offerings of debt with at least a five-year term.
Second, of our investments not included in the 75% asset class, the value of our interest in any one issuer s securities may not exceed 5% of
the value of our total assets.
Third, we may not own more than 10% of the voting power or value of any one issuer s outstanding securities.

Fourth, no more than 20% of the value of our total assets may consist of the securities of one or more taxable REIT subsidiaries.

Fifth, no more than 25% of the value of our total assets may consist of the securities of taxable REIT subsidiaries and other taxable
subsidiaries and other assets that are not qualifying assets for purposes of the 75% asset test.

For purposes of the second and third asset tests, the term securities does not include stock in another REIT, equity or debt securities of a
qualified REIT subsidiary or taxable REIT subsidiary, mortgage loans that constitute real estate assets, or equity interests in a partnership. The
term securities, however, generally includes debt securities issued by a partnership or another REIT, except that certain straight debt securities
are not treated as securities for purposes of the 10% value test (for example, qualifying debt securities of a corporation of which we own no
equity interest or of a partnership if we own at least a 20% profits interest in the partnership).

We will monitor the status of our assets for purposes of the various asset tests and will manage our portfolio in order to comply at all times
with such tests. If we fail to satisfy the asset tests at the end of a calendar quarter, we will not lose our REIT status if:

we satisfied the asset tests at the end of the preceding calendar quarter; and

the discrepancy between the value of our assets and the asset test requirements arose from changes in the market values of our assets and
was not wholly or partly caused by the acquisition of one or more non-qualifying assets.
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If we did not satisfy the condition described in the second item, above, we still could avoid disqualification by eliminating any discrepancy
within 30 days after the close of the calendar quarter in which it arose.

Distribution Requirements

Each taxable year, we must distribute dividends, other than capital gain dividends and deemed distributions of retained capital gain, to our
stockholders in an aggregate amount at least equal to:

the sum of:
90% of our REIT taxable income, computed without regard to the dividends paid deduction and our net capital gain or loss; and
90% of our after-tax net income, if any, from foreclosure property; minus

the sum of certain items of non-cash income.

We must pay such distributions in the taxable year to which they relate, or in the following taxable year if we declare the distribution before
we timely file our federal income tax return for the year and pay the distribution on or before the first regular dividend payment date after such
declaration.

We will pay federal income tax on taxable income, including net capital gain, that we do not distribute to stockholders. Furthermore, if we
fail to distribute during a calendar year, or by the end of January following the calendar year in the case of distributions with declaration and
record dates falling in the last three months of the calendar year, at least the sum of:

85% of our REIT ordinary income for such year;
95% of our REIT capital gain income for such year; and

any undistributed taxable income from prior periods.

We will incur a 4% nondeductible excise tax on the excess of such required distribution over the amounts we actually distribute. We may
elect to retain and pay income tax on the net long-term capital gain we receive in a taxable year. If we so elect, we will be treated as having
distributed any such retained amount for purposes of the 4% nondeductible excise tax described above. We have made, and we intend to
continue to make, timely distributions sufficient to satisfy the annual distribution requirements and to avoid corporate income tax and the 4%
nondeductible excise tax.

It is possible that, from time to time, we may experience timing differences between the actual receipt of income and actual payment of
deductible expenses and the inclusion of that income and deduction of such expenses in arriving at our REIT taxable income. For example, we
may not deduct recognized capital losses from our REIT taxable income. Further, it is possible that, from time to time, we may be allocated a
share of net capital gain attributable to the sale of depreciated property that exceeds our allocable share of cash attributable to that sale. As a
result of the foregoing, we may have less cash than is necessary to distribute all of our taxable income and thereby avoid corporate income tax
and the excise tax imposed on certain undistributed income. In such a situation, we may need to borrow funds or issue additional common or
preferred shares.

Under certain circumstances, we may be able to correct a failure to meet the distribution requirement for a year by paying deficiency
dividends to our stockholders in a later year. We may include such deficiency dividends in our deduction for dividends paid for the earlier year.
Although we may be able to avoid income tax on amounts distributed as deficiency dividends, we will be required to pay interest to the Internal
Revenue Service based upon the amount of any deduction we take for deficiency dividends.

Recordkeeping Requirements

We must maintain certain records in order to qualify as a REIT. In addition, to avoid a monetary penalty, we must request on an annual
basis information from our stockholders designed to disclose the
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actual ownership of our outstanding stock. We have complied, and intend to continue to comply, with these requirements.

Failure to Qualify

If we fail to qualify as a REIT in any taxable year, and no relief provision applies, we would be subject to federal income tax and any
applicable alternative minimum tax on our taxable income at regular corporate rates. In calculating our taxable income in a year in which we fail
to qualify as a REIT, we would not be able to deduct amounts paid out to stockholders. In fact, we would not be required to distribute any
amounts to stockholders in that year. In such event, to the extent of our current and accumulated earnings and profits, all distributions to
stockholders would be taxable as ordinary income. Subject to certain limitations of the federal income tax laws, corporate stockholders might be
eligible for the dividends received deduction. Unless we qualified for relief under specific statutory provisions, we also would be disqualified
from taxation as a REIT for the four taxable years following the year during which we ceased to qualify as a REIT. We cannot predict whether
in all circumstances we would qualify for such statutory relief.

Taxable REIT Subsidiaries

As described above, we may own up to 100% of the stock of one or more taxable REIT subsidiaries. A taxable REIT subsidiary is a fully
taxable corporation that may earn income that would not be qualifying income if earned directly by us. A taxable REIT subsidiary may provide
services to our lessees and perform activities unrelated to our lessees, such as third-party management, development, and other independent
business activities. However, a taxable REIT subsidiary may not directly or indirectly operate or manage any hotels or health care facilities or
provide rights to any brand name under which any hotel or health care facility is operated. We and our corporate subsidiary must elect for the
subsidiary to be treated as a taxable REIT subsidiary. A corporation of which a qualifying taxable REIT subsidiary directly or indirectly owns
more than 35% of the voting power or value of the stock will automatically be treated as a taxable REIT subsidiary. Overall, no more than 20%
of the value of our assets may consist of securities of one or more taxable REIT subsidiaries, and no more than 25% of the value of our assets
may consist of the securities of taxable REIT subsidiaries and other taxable subsidiaries and other assets that are not qualifying assets for
purposes of the 75% asset test.

Rent that we receive from our taxable REIT subsidiaries will qualify as rents from real property as long as at least 90% of the leased space
in the property is leased to persons other than taxable REIT subsidiaries and related party tenants, and the amount paid by the taxable REIT
subsidiary to rent space at the property is substantially comparable to rents paid by other tenants of the property for comparable space. The
taxable REIT subsidiary rules limit the deductibility of interest paid or accrued by a taxable REIT subsidiary to us to assure that the taxable
REIT subsidiary is subject to an appropriate level of corporate taxation. Further, the rules impose a 100% excise tax on transactions between a
taxable REIT subsidiary and us or our tenants that are not conducted on an arm s-length basis.

We have made a taxable REIT subsidiary election with respect to Koger Realty Services, Inc., which has provided, and may in the future
provide, management and leasing services for real properties owned by third parties. We believe that all transactions between us and Koger
Realty Services, Inc. and any other taxable REIT subsidiary that we form or acquire have been and will be conducted on an arm s-length basis.

State and Local Taxes

We and/or you may be subject to taxation by various states and localities, including those in which we or you transact business, own
property or reside. The state and local tax treatment may differ from the federal income tax treatment described above. Consequently, you should
consult their own tax advisors regarding the effect of state and local tax laws upon an investment in our securities.
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PLAN OF DISTRIBUTION

We may sell the securities being offered hereby in one or more of the following ways from time to time:

through agents to the public or to investors;
to underwriters for resale to the public or to investors;
directly to investors; or

through a combination of any of these methods of sale.

We will set forth in a prospectus supplement the terms of the offering of securities, including:

the name or names of any agents or underwriters;

the purchase price of the securities being offered and the proceeds we will receive from the sale;

any over-allotment options under which underwriters may purchase additional securities from us;

any agency fees or underwriting discounts and other items constituting agents or underwriters compensation;
any initial public offering price;

any discounts or concessions allowed or reallowed or paid to dealers; and

any securities exchanges on which such securities may be listed.
Agents

We may designate agents who agree to use their reasonable efforts to solicit purchases for the period of their appointment or to sell
securities on a continuing basis.

We may also engage certain companies to act as our agent ( Offering Agent ) for one or more offerings, from time to time, of our common
stock. If we reach agreement with an Offering Agent with respect to a specific offering, including the number of shares of common stock and
any minimum price below which sales may not be made, then the Offering Agent will try to sell such common stock on the agreed terms. The
Offering Agent could make sales in privately negotiated transactions and/or any other method permitted by law, including sales deemed to be an

at-the-market offering as defined in Rule 415 promulgated under the Securities Act, including sales made directly on the New York Stock

Exchange, or sales made to or through a market maker other than on an exchange. At-the-market offerings may not exceed 10% of the aggregate
market value of our outstanding voting securities held by non-affiliates on a date within 60 days prior to the filing of the registration statement of
which this prospectus is a part. The Offering Agent will be deemed to be an underwriter within the meaning of the Securities Act, with respect to
any sales effected through an at-the-market offering.

Underwriters

If we use underwriters for a sale of securities, the underwriters will acquire the securities for their own account. The underwriters may resell
the securities in one or more transactions, including negotiated transactions, at a fixed public offering price or at varying prices determined at the
time of sale. The obligations of the underwriters to purchase the securities will be subject to the conditions set forth in the applicable
underwriting agreement. We may change from time to time any public offering price and any discounts or concessions the underwriters allow or
reallow or pay to dealers. We may use underwriters with whom we have a material relationship. We will describe in the prospectus supplement
naming the underwriter the nature of any such relationship.
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Direct Sales

We may also sell securities directly to one or more purchasers without using underwriters or agents. Underwriters, dealers and agents that
participate in the distribution of the securities may be underwriters as defined in the Securities Act and any discounts or commissions they
receive from us and any profit on their resale of the securities may be treated as underwriting discounts and commissions under the Securities
Act. We will identify in the applicable prospectus supplement any underwriters, dealers or agents and will describe their compensation. We may
have agreements with the underwriters, dealers and agents to indemnify them against specified civil liabilities, including liabilities under the
Securities Act. Underwriters, dealers and agents may engage in transactions with or perform services for us in the ordinary course of their
businesses.

Trading Markets and Listing of Securities

Unless otherwise specified in the applicable prospectus supplement, each class or series of securities will be a new issue with no established
trading market, other than our common stock, which is listed on the New York Stock Exchange. We may elect to list any other class or series of
securities on any exchange, but we are not obligated to do so. It is possible that one or more underwriters may make a market in a class or series
of securities, but the underwriters will not be obligated to do so and may discontinue any market making at any time without notice. We cannot
give any assurance as to the liquidity of the trading market for any of the securities.

Stabilization Activities

Any underwriter may engage in over-allotment, stabilizing transactions, short covering transactions and penalty bids in accordance with
Regulation M under the Exchange Act. Over-allotment involves sales in excess of the offering size, which create a short position. Stabilizing
transactions permit bids to purchase the underlying security so long as the stabilizing bids do not exceed a specified maximum. Short covering
transactions involve purchases of the securities in the open market after the distribution is completed to cover short positions. Penalty bids
permit the underwriters to reclaim a selling concession from a dealer when the securities originally sold by the dealer are purchased in a
covering transaction to cover short positions. Those activities may cause the price of the securities to be higher than it would otherwise be. If
commenced, the underwriters may discontinue any of the activities at any time.

OTHER MATTERS

Legal

The legality of any securities offered hereby will be passed upon for us by Hunton & Williams LLP. Certain legal matters will be passed
upon for the underwriters, if any, by the counsel named in a prospectus supplement. In addition, we have based the description of federal income
tax consequences in Federal Income Tax Consequences of Our Status as a REIT upon the opinion of Hunton & Williams LLP.

Experts

The consolidated financial statements and the related financial statement schedules incorporated in this prospectus by reference from the
Company s Annual Reports on Form 10-K for the year ended December 31, 2003 have been audited by Deloitte & Touche LLP, independent
registered public accounting firm, as stated in their report, which is incorporated herein by reference, and has been so incorporated in reliance
upon the report of such firm given upon their authority as experts in accounting and auditing.
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PART II

INFORMATION NOT REQUIRED IN PROSPECTUS

Item 14.  Other Expenses of Issuance and Distribution.

The following table sets forth the costs and expense, other than underwriting discounts and commissions, payable by the Registrant in
connection with the sale of the securities being registered. All amounts are estimates.

Amount To Be Paid

SEC registration fee $ 59,722
Printing and mailing expenses 7,000
Legal fees and expenses 25,000
Accounting fees and expenses 7,000
Transfer agent and custodian fees 0
Miscellaneous 1,278
Total $100,000

I

Item 15. Indemnification of Officers and Directors.

The articles of incorporation of the Company, generally, limit the liability of, and provide indemnification for, the Company s directors and
officers to the Company and the shareholders for money damages to the fullest extent permitted from time to time by the Florida law. Insofar as
indemnification for liabilities arising under the Securities Act of 1933, as amended (the Securities Act ), may be permitted to directors and
officers of the Company pursuant to the foregoing provisions or otherwise, the Company has been advised that, in the opinion of the Securities
and Exchange Commission, such indemnification is against public policy as expressed in the Securities Act and is, therefore, unenforceable.

The Company has purchased director and officer liability insurance for the purpose of providing a source of funds to pay any
indemnification described above.

Item 16.  Exhibits.

Exhibit
No. Description

3.1 Amended and Restated Articles of Incorporation of Koger Equity, Inc., dated May 18, 2000 (incorporated herein by
reference to Exhibit 3(a) of our quarterly report on Form 10-Q, for the three months ended September 30, 2000)

3.2 Amended and Restated By-laws of Koger Equity, Inc., dated May 12, 2004 (incorporated herein by reference to Exhibit
3.1 of our current report on Form 8-K, filed on May 27, 2004)

4.1 Terms and Provisions of our Series A Preferred Stock, as set forth in the Amendment to the Amended and Restated
Articles of Incorporation of Koger Equity, Inc., as amended, (incorporated herein by reference to Exhibit 3.1 of our annual
report on Form 10-K, for the year ended December 31, 2003)

4.2 Eighth Amendment to the Koger Equity, Inc. Rights Agreement, dated as of May 12, 2004, between the Company and
Wells Fargo Bank, N.A. as Rights Agent (incorporated herein by reference to Exhibit 4(k) of our registration statement on
Form 8-A/A, filed May 27, 2004)

43 Form of Senior Indenture

44 Form of Senior Debt Security

4.5 Form of Subordinated Indenture

4.6 Form of Subordinated Debt Security

5.1 Opinion of Hunton & Williams LLP

1I-1

48



Edgar Filing: KOGER EQUITY INC - Form S-3

49



Edgar Filing: KOGER EQUITY INC - Form S-3

Exhibit
No. Description
8.1 Opinion of Hunton & Williams LLP with respect to tax matters
12.1 Computation of Ratio of Earnings to Fixed Charges and of Earnings to Combined Fixed Charges and Preferred Dividends
15.1 Letter of Deloitte & Touche LLP regarding unaudited interim financial information
23.1 Consents of Deloitte & Touche LLP
23.2 Consents of Hunton & Williams LLP (included in Exhibits 5.1 and 8.1)
25.1* Statement of Eligibility to act as trustee as to the Senior Debt Securities
2D Statement of Eligibility to act as trustee as to the Subordinated Debt Securities
24.1 Power of Attorney (included on signature page of the Registration Statement)

* To be filed subsequent to effectiveness of this registration statement and incorporated by reference herein upon filing.
Item 17.  Undertakings.

The undersigned Registrant hereby undertakes:
(a) To file, during any period in which offers or sales are being made, a post-effective amendment to this registration statement:
(1) To include any prospectus required by Section 10(a)(3) of the Securities Act of 1933;

(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 set forth 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 percent 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 this registration statement;
provided, however, that paragraphs (a)(i) and (a)(ii) do not apply if the information required to be included in a post-effective amendment by
those paragraphs is contained in periodic reports filed by the registrant pursuant to Section 13 or Section 15(d) of the Securities Exchange Act of
1934 that are incorporated by reference in the registration statement.

(b) That, for the purpose of determining any liability under the Securities Act of 1933, 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.

(c) 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.

(d) That, for purposes of determining any liability under the Securities Act of 1933, each filing of the Registrant s annual report pursuant to
Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934 (and, where applicable, each filing of an employee benefit plan s annual
report pursuant to Section 15(d) of the Securities Exchange Act of 1934) that is incorporated by reference in the registration
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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 shall be deemed to be the initial bona fide offering thereof.

(e) To file an application for the purpose of determining the eligibility of the trustee to act under subsection (a) of Section 310 of the Trust
Indenture Act in accordance with the rules and regulations prescribed by the Commission under Section 305(b)(2) of that Act.

(f) Insofar as indemnification for liabilities arising under the Securities Act of 1933 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 policy as expressed in the 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 Act and will be governed by the final adjudication of such issue.
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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 to this registration statement to be signed on its behalf by the undersigned,
thereunto duly authorized, in the City of Boca Raton, State of Florida, on June 1, 2004.

KOGER EQUITY, INC.

BY: /sl THOMAS J. CROCKER

THOMAS J. CROCKER
CHIEF EXECUTIVE OFFICER
POWER OF ATTORNEY

Each of the directors and/or officers of Koger Equity, Inc. whose signature appears below hereby appoints Thomas J. Crocker, Victor A.
Hughes, Jr. and William Wedge, and each of them severally, as his attorney-in-fact to sign in his name and on his behalf, in any and all
capacities stated below and to file with the Securities and Exchange Commission, any and all amendments, including post-effective amendments
to this registration statement, making such changes in the registration statement as appropriate, and generally to do all such things in their behalf
in their capacities as officers and directors to enable Koger Equity, Inc. to comply with the provisions of the Securities Act of 1933, and all
requirements of the Securities and Exchange Commission.

Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed by the following persons in the
capacities indicated on June 1, 2004.

Signature Title

/s/ VICTOR A. HUGHES, JR. Chairman of the Board of Directors

Victor A. Hughes, Jr.

/s/ THOMAS J. CROCKER Chief Executive Officer and Director

Thomas J. Crocker

/s/ STEVEN A. ABNEY Vice President, Finance
(Principal Financial and Accounting Officer)

Steven A. Abney

/s/ D. PIKE ALOIAN Director

D. Pike Aloian

/s BENJAMIN C. BISHOP, JR. Director

Benjamin C. Bishop, Jr.

/s/ DAVID B. HILEY Director

David B. Hiley

/s/ GEORGE F. STAUDTER Director
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George F. Staudter

James C. Teagle
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EXHIBIT INDEX
Exhibit
No. Description
3.1 Amended and Restated Articles of Incorporation of Koger Equity, Inc., dated May 18, 2000 (incorporated herein by
reference to Exhibit 3(a) of our quarterly report on Form 10-Q, for the three months ended September 30, 2000)
32 Amended and Restated By-laws of Koger Equity, Inc., dated May 12, 2004 (incorporated herein by reference to Exhibit
3.1 of our current report on Form 8-K, filed on May 27, 2004)
4.1 Terms and Provisions of our Series A Preferred Stock, as set forth in the Amendment to the Amended and Restated
Articles of Incorporation of Koger Equity, Inc., as amended, (incorporated herein by reference to Exhibit 3.1 of our
annual report on Form 10-K, for the year ended December 31, 2003)
4.2 Eighth Amendment to the Koger Equity, Inc. Rights Agreement, dated as of May 12, 2004, between the Company and
Wells Fargo Bank, N.A. as Rights Agent (incorporated herein by reference to Exhibit 4(k) of our registration statement on
Form 8-A/A, filed May 27, 2004)
43 Form of Senior Indenture
4.4 Form of Senior Debt Security
4.5 Form of Subordinated Indenture
4.6 Form of Subordinated Debt Security
5.1 Opinion of Hunton & Williams LLP
8.1 Opinion of Hunton & Williams LLP with respect to tax matters
12.1 Computation of Ratio of Earnings to Fixed Charges and of Earnings to Combined Fixed Charges and Preferred Dividends
15.1 Letter of Deloitte & Touche LLP regarding unaudited interim financial information
23.1 Consents of Deloitte & Touche LLP
23.2 Consents of Hunton & Williams LLP (included in Exhibits 5.1 and 8.1)
25.1* Statement of Eligibility to act as trustee as to the Senior Debt Securities
25.2% Statement of Eligibility to act as trustee as to the Subordinated Debt Securities
24.1 Power of Attorney (included on signature page of the Registration Statement)

* To be filed subsequent to effectiveness of this registration statement and incorporated by reference herein upon filing.
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