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10/16/15 Campus Crest Communities
10/08/15 BioMed Realty Trust, Inc.
09/08/15 Strategic Hotels and Resorts
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11/19/06 Equity Office Properties
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U.S. REIT M&A Transactions Since 2000

(Over $1bn) (Cont'd)

$73,717.8

(Transaction Values in $mm)

$45,389.7 $45,435.6

100%

$28,452.4

$23,739.1

$18,532.2 $20,176.5

100%

2000-2003 2011-2014

# of Transactions:

B Public-to-Public  ® Privatization

Source: Green Street Advisors, Company Filings




M&A Volume

# Thirty-two REIT M&A deals! occurred from '00 through mid-'07. Only
seven were executed between mid-'07 and '14. Since the beginning of
2015, there have been five deals, and large NAV discounts for most REITs

will continue to promote additional M&A chatter.
NAV Premium of Target Prior to Deal

40%

-40%
'00 '02 ‘04 ' '08 '10 '12
OM&A (Public/Public)  @Privatizations ® Activist-Induced Change of Control
1. Deals include target companies that are tracked, either formally or informally, by Green Street Advisors.




Pricing Over Time >

& During the M&A wave of '00-'07, acquired companies were trading at ~NAV °
on average when suitors came along. From '08-'14, public-to-public deals
involving targeted companies trading at NAV premiums became common.
Since 15, the average deal has priced near NAV while the REITs traded at

substantial discounts.

Deal Volume & NAV Premiums by Period
® Number of deals = ® Average NAV premium prior to deal

Recent Deals

32 Public Prem.to Deal NAV
Target Price NAV Deal Price Share Price Premium
AEC  $24.22 $26.50 $28.75 18.7% 8.5%
EXL $13.84 $15.00 $15.85 14.5% 5.7%
HME $68.87 $80.00 $75.23 9.2% -6.0%
BEE $12.97 $14.50 $14.25 9.9% -1.7%
BMR $19.74 $23.25 $23.75 20.3% 2.2%
Avg! 13.9% (0.4%)

'00 -'07 '15 to date

Source: Green Street Advisors
1. Weighted average by deal size.




Relative Pricing

¢ On average, REITs trade near NAV. But at certain times, they trade at
large premiums and discounts. The current discount is unusually wide.
Commercial real estate can clearly be acquired more cheaply on Walll

Street than on Main Street given current REIT share prices.

Average Observed Premium to NAV
(as of 3/28/16)
e NAV Premium ( Major Sector Average)

Prlo$eak
Mo w"/w\wwﬁv
WA
=

Severe Real Estate [ An Unusually Large
Recession Tech Bubble NAV Discount

‘90 ‘92 '94

Source: Green Street Advisors




Potential Targets

¢ The average REIT in each of the major property sectors is now trading at a
double-digit NAV discount. With a large pool of capital committed to buying
U.S. real estate, REITs trading at sizable NAV discounts should represent

appealing targets.
50% REIT Observed Premium to NAV
(as of 3/28/16)

40% . Major Sectors Other Sectors
30%

20%

10%

-10% 8% -6%

-20% -15%
-19% -19%

-30%

Apt Indust  Mall Office Strip Major Health | odging Storage  NNN

Source: Green Street Advisors Sector Avg Care
Note: Major Sector Average equal-weighted.
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Green Street Disclosure

This is not aresearch report. The information contained in this presentation is intended only for the person or entity to whom it was addressed as it contains confidential and/or privileged material. Any review, retransmission, 8
dissemination or other use of, or taking of any action in reliance upon, this information by persons or entities other than the intended recipient is prohibited. If you have received this in error, please notify Green Street

immediately by returning it to the sender and delete this copy from your system.

Management of Conflicts of Interest: Conflicts of interest can seriously impinge the ability of analysts to do their job, and investors should demand unbiased research. In that spirit, Green Street adheres to the following policies regarding conflicts of
interest:

« Green Street employees are prohibited from owning the shares of any company in our coverage universe.

« Green Street employees do not serve as officers or directors of any of our subject companies.

« Neither Green Street nor its employees/analysts receives any compensation from subject companies for inclusion in our research.

« On occasion, Green Street analysts may be contacted by companies within the firm’'s coverage universe regarding potential employment opportunities. Additional disclosure will be made when appropriate.

Please also have regard to the Affiliate Disclosures listed above when considering the extent to which you place reliance on this research presentation and any research recommendations made herein.

Green Street, at times, assists Eastdil Secured, a real estate brokerage and investment bank, when Eastdil Secured provides investment banking services to companies in Green Street's coverage universe. Green Street is never part of the
underwriting syndicate or the selling group, but Green Street may receive compensation from Eastdil Secured for consulting services that Green Street provides to Eastdil Secured related to Eastdil Secured's investment banking services. Green Street
does not control, have ownership in, or make any business or investment decisions for Eastdil Secured.

A number of companies covered by Green Street research reports pay an annual fee to receive Green Street's research reports. Green Street may periodically solicit this business from the subject companies. In the aggregate, annual fees for GSA
(US) and GSA (UK) research reports received from subject companies represent approximately 3% of each of GSA (US)'s and GSA (UK)'s respective total revenues.

Green Street publishes research reports covering issuers that may offer and sell securities in an initial or secondary offering. Broker-dealers involved with selling the issuer’s securities or their affiliates may pay compensation to GSA upon their own
initiative, or at the request of Green Street's clients in the form of “soft dollars,” for receiving research reports published by Green Street.

The information contained in this presentation is based on data obtained from sources we deem to be reliable; it is not guaranteed as to accuracy and does not purport to be complete. This presentation is produced solely for informational purposes
and is not intended to be used as the primary basis of investment decisions. Because of individual client requirements, it is not, and it should not be construed as, advice designed to meet the particular investment needs of any investor. This
presentation is not an offer or the solicitation of an offer to sell or buy any security.

For Green Street's advisory customers, this research presentation is for informational purposes only and the firm is not responsible for implementation. Nor can the firm be liable for suitability obligations.

GSA (US) is an accredited member of the Investorsides™ Research Association, whose mission is to increase investor and pensioner trust in the U.S. capital markets system through the promotion and use of investment research that is financially
aligned with investor interests.

GSA (US) generally prohibits research analysts from sending draft research reports to subject companies. However, it should be presumed that the analyst(s) who authored this presentation has(/have) had discussions with the subject company to

ensure factual accuracy prior to publication, and has(/have) had assistance from the company in conducting due diligence, including visits to company sites and meetings with company management and other representatives.




Green Street Disclosure (cont’d.)

References to “Green Street” in Disclosures in this section and in the Other Important Information section apply to:
« GSA (US) to the extent that this presentation has been disseminated in the USA; or
« GSA (UK) to the extent that this presentation has been disseminated in the EEA.

Green Street Advisors US is exempt from the requirement to hold an Australian financial services license under the Act in respect of the financial services; and is regulated by the SEC under US laws, which differ from Australian laws.
Green Street Advisors UK Ltd. is exempt from the requirement to hold an Australian financial services license under the Act in respect of the financial services; and is regulated by the FCA under UK laws, which differ from Australian laws.

Green Street reserves the right to update the disclosures and policies set out in this document at any time. We encourage a careful comparison of these disclosures and policies with those of other research providers, and welcome the opportunity to discuss|
them.

Affiliate Disclosures: Green Street does not directly engage in investment banking, underwriting or advisory work with any of the companies in our coverage universe.However, the following are potential conflicts regarding our affiliates that should be
considered:
« Green Street has an advisory & consulting practice servicing investors seeking to acquire interests in publicly-traded companies.Green Street may provide such valuation services to prospective acquirers of companies which are the subject(s) of
Green Street's research reports.
« An affiliate of GSA (US) is the investment manager of an equity securities portfolio on behalf of a single client. The portfolio contains securities of issuers covered by Green Street’s research department. The affiliate also acts as a sub-adviser to an outside
Investment Management firm. The sub-advisor will develop and provide a suggested asset allocation model based on published research that is received from the research department. The affiliate is located in a separate office, employs
an investment strategy based on Green Street's published research, and does not trade with Green Street’s trading desk.
EEA Recipients: For use only by Professional Clients and Eligible Counterparties: GSA (UK) is authorized by the Financial Conduct Authority of the United Kingdom to issue this report to "Professional Clients" and "Eligible Counterparties" only and is
not authorized to issue this report to "Retail Clients", as defined by the rules of the Financial Conduct Authority. This report is provided in the United Kingdom for the use of the addressees only and is intended for use only by a person or entity that qualifies
as a "Professional Client" or an "Eligible Counterparty”. Consequently, this report is intended for use only by persons having professional experience in matters relating to investments. This report is not intended for use by any other person.
In particular, this report intended only for use by persons who have received written notice from GSA (UK) that he/she/it has been classified, for the purpose of receiving services from GSA (UK), as either a "Professional Client" or an
"Eligible Counterparty". Any other person who receives this report should not act on the contents of this report.

Terms of Use

Protection of Proprietary Rights: To the extent that this report is issued by GSA (US), this material is the proprietary and confidential information of Green Street Advisors, LLC, and is protected by copyright. To the extent that this report is issued by GSA
(UK), this material is the proprietary and confidential information of Green Street Advisors (U.K.) Limited, and is protected by copyright.

This presentation may be used solely for reference for internal business purposes. This report may not be reproduced, re-distributed, sold, lent, licensed or otherwise transferred without the prior consent of Green Street. All other rights with respect to this
report are reserved by Green Street.
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January 7, 2016
REIT and Real Estate M&A in 2016

Following are some of the key trends we are following as we enter 2016, while keeping a
weather eye on macro market turmoil:

1.

10.

11.

M&A activity should continue at a steady pace, with a number of public-to-private
and public-to-public REIT mergers already in the works.

We are not expecting an avalanche of REIT buyouts a la 2006-7, but many of the
same drivers are apparent, as we noted last October in Taking REITs Private — The
Playbook is Back in Play, and a number of significant transactions are likely.

Hostile transactions remain viable in the REIT world, and we expect the same factors
— including institutional investor and activist support — that have led to current rec-
ord-high levels across all industries to result in more hostile REIT acquisitions.

Succession planning and executive compensation will continue to be a major focus
for boards, especially given the “maturation” of a significant number of management
teams and changed equity market and interest rate environments.

While tax-free REIT spinoffs by real estate-rich corporations are no longer possible,
we expect the trend to unlock real estate value to continue (albeit at a slower pace)
utilizing taxable spins, sale-leasebacks, rights offerings, joint ventures and other
structures, particularly in distress situations or where NOLSs are available.

REIT-REIT spin-offs and spins of REITs’ taxable subsidiaries can still be done tax
free, and are expected to continue.

Activists are reworking their REIT playbooks to factor in the new REIT legislation
and interest rate environment, but they aren’t going anywhere. Dedicated funds for
activism have never been more of a force, nor has institutional investor support. One
of the key challenges for targeted companies will be both maintaining focus on the
business, and being thoughtful about the merits of activists’ suggestions and how best
to respond.

Congress’ FIRPTA relief should increase already robust deal volume from foreign
investors, particularly as investors in stumbling or slowing-growth economies seek
safe havens.

Interest by U.S. REITs in non-U.S. acquisitions is mixed, with divergent views in dif-
ferent sectors and companies. The debate is likely to continue and we don’t expect
volume to grow dramatically.

The dislocation in the non-traded REIT sector could lead to increased deal activity,
but may also complicate migration into the public markets given due diligence con-
cerns.

Ripple effects of e-commerce continue to reshape a number of property types, driving
up cap rates in some sectors and continuing to drive industrial, data center and cell
tower REIT expansion. Clearly, this is just the beginning.

Adam O. Emmerich Robin Panovka

If your address changes or if you do not wish to continue receiving these memos,
please send an e-mail to Publications@wlrk.com or call 212-403-1443.

W/2595787
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October 18, 2015

Taking REITs Private — The Playbook is Back in Play

With many REITs now trading at meaningtful discounts to their net asset value, we are already

seeing signs of an increase in REIT buyouts. Many of the drivers of the $100 billion-plus of public-to-
private REIT M&A transactions that preceded the financial crisis are apparent again, including higher
valuations in the private real estate markets than in the public REIT markets, highly liquid private markets
that facilitate wholesale-to-retail executions, debt that is still both cheap and plentiful for certain transac-
tions, large pools of low-cost private equity seeking deals (and willing to accept low cap rates), and a
sizeable pipeline of REITs and REIT executives who are seeking a graceful exit. More recent trends such
as the increasing interest of sovereign wealth funds and other sources of international capital in the U.S.
real estate sector may also drive future REIT privatizations.

In recent months we have dusted off our public-to-private playbook, including some of the les-

sons from the last privatization wave:

1.

Market Checks. Boards of REITs considering a going-private transaction (or a sale of any kind)
should bear in mind that while a pre-market check is not always required as a legal matter — particu-
larly in Maryland, where many REITs are incorporated — the decision of how to conduct a sale pro-
cess and on what basis to strike a deal is probably the most intensely reviewed decision a board can
make. Even when there is no explicit pre- or post-signing market-check or shopping period when
selling a public REIT, the sale of every non-controlled public company will include a market test, if
only through the absence of preclusive lock-up arrangements. Boards should carefully consider the
alternatives — pre-signing full auction, limited auction, accepting a preemptive bid with a subsequent
market check, go-shops, low break-fee deals (sometimes viewed as an auction with a floor), tfull-on
accepting a blockbuster bid with a standard fiduciary out and break-fee, or combinations and varia-
tions on these options — and determine which course is most likely to enhance shareholder value un-
der the relevant circumstances. Boards should also consider, in evaluating their options, how to best
communicate the rationale for their chosen strategy to shareholders in order to facilitate shareholder
approval. Courts in both Maryland and Delaware will generally respect the board’s decision if an ap-
propriate process was followed (including, as noted below, with regard to any conflicts of interest)

and is demonstrable from the record.

Executive Compensation and Retention. It is often important to private equity buyers to retain
some or all of the target REIT’s senior management. In constructing the best approval process for
employment arrangements with the buyer, or retention arrangements with the target, entered into prior
to the signing or closing of a transaction, it is important to distinguish between those situations where
there is a management conflict of interest necessitating a special committee (discussed below) and
routine retention arrangements, which may be approved by the target board or compensation commit-
tee in the ordinary course. Employment agreements between executives and a buyer negotiated after
the major deal terms have been agreed and which do not affect the price to be paid to shareholders are
common and perfectly acceptable, even if executed prior to or simultaneously with the definitive deal
documents. From the buyer’s standpoint these agreements should be carefully crafted to create the
best possible alignment between the buyer and the executives, both on the downside (by requiring a
rollover of significant equity and/or a cash investment) and on the upside (through promote structures
and other compensation mechanisms). Equity compensation arrangements in a REIT which has been
taken private typically will be more heavily weighted than when the REIT was public toward perfor-
mance-based vesting and payout, and less toward being earned solely based on continued service. On
the sell side, consideration should be given to ensuring that any management arrangements are com-
patible with the fiduciary-out or market-check aspects of a deal.

If your address changes or if you do not wish to continue receiving these memos,
please send an e-mail to Publications(@wlrk.com or call 212-403-1443.

W/2561090
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3. Change of Control Employment Arrangements. All public companies, including REITS, can and
should address “change of control” protections well in advance of any potential transaction, before
deal pressures mount, in order to create an environment that is best suited to maximizing shareholder
value and retaining executive loyalty and focus when they are needed most. Properly-structured
change of control protections are both legal and proper and serve to align the interests of key decision
makers with the interests of shareholders. It is not in the interests of public REITSs or their sharehold-
ers for senior management to have an incentive to avoid shareholder value-creating transactions out
of a fear of the impact of those transactions on their own financial situation, or to prefer a transaction
involving the opportunity of continued employment over one — perhaps better for shareholders — in
which there is no ongoing role for management. However, boards should also be aware of the scruti-
ny that shareholder advisory groups and activist investors give to change of control employment ar-
rangements which provide for excessive severance, “single-trigger” payments (i.e., those made upon
a change of control, irrespective of continued employment), or benefits which are, at the moment, out
of public favor generally (such as gross-up payments relating to the “golden parachute” excise tax),
and consider how best to balance these concerns with the needs of the company.

4. Special Considerations for UPREIT Transactions. Acquisitions involving UPREITs present their
own unique set of challenges that can make or break the deal. Tax protection agreements (designed
to perpetuate a contributing operating partnership unitholder’s tax deferral by requiring tax gross-ups
if the contributed property is sold), and more general unitholder protections enshrined in the operating
partnership’s governing documents, can frustrate plans to “slice and dice™ the acquired portfolio
through rapid sale of some or all of the assets. Careful thought must be given both to any unitholder
voting, notice, or consent rights that might be triggered by the acquisition and to the form of consid-
eration to be offered in the transaction to unitholders who prefer to extend their tax deferral by rolling
over their equity rather than taking the cash consideration offered to REIT shareholders. In private
equity acquisitions, there is no surviving public equity, so the flexibility and protections previously
available through conversion of operating partnership units into stock or its cash equivalent often
must be replaced with a security that satisfies the unitholders needs. For example, unitholders may be
offered a fixed-return preferred security or combination consideration including a mixture of cash and
preferred securities. Issues to consider include the yield, windows for puts and calls, voting rights (if
any), and continuing tax protection arrangements (no sale or refinancing of certain assets, the ability
to guarantee debt, etc.). Along the same lines, if executives and other employees hold equity com-
pensation awards in the form of operating partnership units which are profits interests for tax purpos-
es (commonly known as “LTIP Units™), care must be taken to preserve the favorable tax attributes of
those awards for the holders.

5. The CEQ, the Board, Special Committees. Any sale process should be overseen by the board,
which should provide management with direction as to any process or potential process. In most cir-
cumstances it is proper for the CEO or other senior management to explore whether there are attrac-
tive private equity options, among others, that the board should consider, but management should take
care not to get out over their skis (as demonstrated by some spectacular recent flameouts). Whenever
a buyer seeks to retain some or all of the target REIT’s senior management, it will be essential to en-
sure that critical decisions — including the method of sale, selection of bidders, deal protections, ac-
cess to due diligence materials, and negotiation of the price and other deal terms — fully involve un-
conflicted directors. In situations going beyond a straightforward desire by the buyer to retain current
senior management (for instance when a management team or affiliated stockholder or unitholder
seeks out a private equity buyer to submit a joint bid to acquire the company, or in other circumstanc-
es presenting more complicated or extensive conflicts), the best way to address the conflict may be to
establish a special committee. In situations where directors are also operating partnership unitholders,
the board should consider any possible differing interests as between unitholders and shareholders.
When a special committee is formed, it should be firmly in control of the process, retain the services
of independent legal and financial advisors, and have a clearly defined role, the ability to negotiate
independently, and the power to say no. The best way to address conflicts will always depend on the

s
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10.

circumstances, however, and care should be taken not to reflexively establish formalistic special
committees or otherwise implement drastic measures that end up hurting the process by, for example,
depriving the board and bidders of critical access to key executives and their base of knowledge and
experience or creating the impression of conflict where it does not truly exist.

Club Deals. Successful club deals require careful management of a number of buy-side complica-
tions, particularly the danger of a club bid being dragged down by its weakest member; defections by
renegade club members; lack of alignment with regard to bidding, operating or exit strategies; and
excessively complex or impractical governance and bidding arrangements. On the sell-side, careful
thought should be given to allowing clubbing with the board’s consent, recognizing that, depending
on the circumstances, the size of the deal and field of potential acquirors, a club prohibition could hurt

as much or more than it helps.

Debt and Equity Bridges. The conditionality of bridge and other financing commitments should be
carefully scrutinized by the selling board and the private equity buyer, and should inform negotiations
around reverse break fees (discussed below). The goal, of course, is to eliminate any daylight be-
tween the closing conditions in the merger agreement and the financing commitments. In light of the
strong bargaining power of private equity borrowers and the favorable debt markets, market MACs,
diligence conditions and the usual extensive list of contingencies in lender forms can often be elimi-

nated.

Reverse Break Fees and Capped Guarantees. Reverse break-up fees and caps on guarantees pro-
vided by private equity firms are fairly standard in public-to-private REIT deals which typically in-
volve reverse termination fees, or liquidated damages provisions, of roughly 7 - 10% of overall trans-
action value. In some ways, these provisions represent a regression to traditional real estate deposits
and liquidated damages provisions, but they tend to be far more complicated in operation. Recent re-
verse break fees have been asymmetrical, exceeding (often substantially) the termination fees payable
by the target. From the selling board’s perspective, careful thought should be given to the odds and
consequences of a failed deal and the limited recourse available in such circumstances. The reputa-
tion and track record of the private equity shop will be relevant, as will be the conditionality of the

buyer’s financing commitment.

Strategic v. Financial. In an auction context, careful consideration should be given to including the
right mix of potential bidders to maximize value. Strategic bidders often will have different views of
value than financial bidders, since they may be able to capitalize on synergies not otherwise available
to financial bidders or because an acquisition fulfills a strategic need or, conversely, because of con-
straints on their ability to utilize cheap leverage and concerns about dilution. These considerations
need to be weighed against concerns with providing confidential information to a competitor and the
fact that strategic bidders sometimes need a longer time to conduct diligence and decide on a process.

Litigation. Nearly every REIT deal now attracts shareholder litigation and take-private transactions
are an especially attractive target for the stockholder plaintiffs’ bar. What this means is that a selling
board’s actions, including its decisions with respect to all the issues outlined above, are likely to face
post-signing scrutiny in court. Careful and well-documented board and committee processes are

therefore critical in these deals, because they allow bidders, sellers and trustees to minimize the costs
and risks of litigation and in many cases obtain favorable settlements or early dismissal when the in-

evitable lawsuits materialize.

Adam O. Emmerich Robin Panovka
Jodi J. Schwartz William Savitt
Michael J. Segal Matthew R. MacDonald
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