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If the only securities being registered on this form are being offered pursuant to dividend or interest reinvestment plans, please check the
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If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities
Act of 1933, check the following box:  x

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act of 1933, please check the
following box and list the Securities Act of 1933 registration statement number of the earlier effective registration statement for the same
offering.  ¨
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maximum
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offering price (1)

Amount of
registration

fee
Common stock, par value $.01 per share 5,554,912 shares $17.72 $98,433,040.64 $11,585.57 (2)

(1) Estimated pursuant to Rule 457(c) under the Securities Act solely for the purpose of calculating the registration fee based upon the average
of the high and low reported sale prices of the common stock on The New York Stock Exchange on July 7, 2005.

(2) This amount has previously been paid.

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 the Registration Statement shall become effective on such date as the
Securities and Exchange Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. The selling stockholders 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 it is not soliciting an offer to buy these securities in any state where
the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED NOVEMBER 18, 2005

PROSPECTUS

Strategic Hotel Capital, Inc.

5,554,912 Shares

Common Stock

This prospectus relates to and covers two separate offerings:

Issuance of Common Stock Upon Redemption of OpCo Units

At our election, we may issue up to 5,554,912 shares of our common stock in exchange for units of non-managing member limited liability
company interests, referred to herein as OpCo Units, in our operating company, Strategic Hotel Funding, L.L.C., or SHC Funding, upon the
redemption of the units by their holders. We may elect to pay the per unit redemption price in cash or by issuance of shares of our common
stock. At this time, we anticipate that we will elect to issue shares of our common stock upon redemption of all outstanding OpCo Units.

OpCo Units may be redeemed by their holders at the times set forth in the limited liability company agreement of SHC Funding subject to the
satisfaction of the transfer restrictions and other terms and conditions contained in that agreement, or at other times and on terms and conditions
otherwise permitted by us in our discretion as managing member of SHC Funding. At this time and for the remainder of 2005, OpCo Units may
only be redeemed by their holders if we permit them to do so in our discretion. In 2006, OpCo Units may be redeemed on June 30, 2006 or on
other dates if the units of limited liability company interests transferred in the redemption and all other transfers on or before that date do not
exceed 2% of the outstanding units of limited liability company interests.
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We anticipate that we will permit holders to redeem their OpCo Units in 2005 or early 2006 on a date that we select in our discretion. We will
amend this prospectus to notify the holders of the date when they may redeem their OpCo Units and the terms and conditions under which we
will permit such redemption.

Offering by Selling Stockholders

Up to 2,348,062 shares of our common stock issued upon redemption of OpCo Units by certain holders that may be deemed our affiliates and
that are named in this prospectus under �Selling Stockholders� may be offered from time to time in one or more types of transactions described in
this prospectus under �Plan of Distribution.�

We will not receive any additional cash consideration when we issue shares of common stock to holders of OpCo Units upon redemption of their
units. Also, we will not receive any of the proceeds from the sale of shares of common stock by the selling stockholders. We have agreed to pay
the expenses of the registration and issuance of the shares of common stock.

To ensure that we maintain our qualification as a real estate investment trust under the applicable provisions of the Internal Revenue Code of
1986, as amended, ownership of our equity securities by any person is subject to certain limitations. See �Certain Provisions of Maryland Law
and of our Charter and Bylaws�Restrictions on Ownership and Transfer.�

Investing in our common stock involves risks. See �Risk Factors� beginning on page 4 of this prospectus, in any document incorporated by
reference and in any accompanying prospectus supplement.

Shares of our common stock are listed on the New York Stock Exchange under the symbol �SLH�. On November 17, 2005, the last reported sale
price of our common stock on the New York Stock Exchange was $17.20 per share.

We maintain our executive offices at 77 West Wacker Drive, Suite 4600, Chicago, Illinois 60601. Our telephone number is (312) 658-5000.

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.

The date of this prospectus is             , 2005.

Edgar Filing: STRATEGIC HOTEL CAPITAL INC - Form S-3/A

Table of Contents 5



Table of Contents

TABLE OF CONTENTS

Page

ABOUT THIS PROSPECTUS ii

PROSPECTUS SUMMARY 1

RISK FACTORS 4

FORWARD-LOOKING STATEMENTS 4

USE OF PROCEEDS 6

DESCRIPTION OF COMMON STOCK 7

CERTAIN PROVISIONS OF MARYLAND LAW AND OF OUR CHARTER AND BYLAWS 8

DESCRIPTION OF OPCO UNITS 14

REDEMPTION AND EXCHANGE OF OPCO UNITS 20

COMPARISON OF OWNERSHIP OF OPCO UNITS AND SHARES OF COMMON STOCK 23

CERTAIN UNITED STATES FEDERAL TAX CONSIDERATIONS 31

SELLING STOCKHOLDERS 48

PLAN OF DISTRIBUTION 49

EXPERTS 51

LEGAL MATTERS 51

WHERE YOU CAN FIND MORE INFORMATION 51

INCORPORATION BY REFERENCE 52

Edgar Filing: STRATEGIC HOTEL CAPITAL INC - Form S-3/A

Table of Contents 6



Table of Contents

You should rely only on the information contained in this prospectus. We have not authorized anyone to provide you with information different
from that contained in this prospectus. The selling stockholders are offering to sell, and seeking offers to buy, the securities described in this
prospectus only in jurisdictions where offers and sales are permitted. The information contained in this prospectus is accurate only as of the date
of this prospectus. You should not assume that the information appearing in this prospectus or any applicable prospectus supplement or the
documents incorporated by reference herein or therein is accurate as of any date other than their respective dates. Our business, financial
condition, results of operation and prospects may have changed since those dates.

As used in this prospectus, references to �we�, �our�, �us�, the �Company� and the �REIT� are to Strategic Hotel Capital, Inc. and, except as the context
otherwise requires, its consolidated subsidiaries, including Strategic Hotel Funding, L.L.C. and its consolidated subsidiaries. References to �SHC
Funding� or the �limited liability company� are to Strategic Hotel Funding, L.L.C. References to �Whitehall� are to Whitehall Street Real Estate
Non-managing membership VII, Whitehall Street Real Estate Non-managing membership IX and their affiliates. Whitehall is controlled by The
Goldman Sachs Group, Inc., which is the parent company of Goldman, Sachs & Co. References to �Prudential� are to Prudential Financial, Inc.
and its affiliates, including Strategic Value Investors, LLC, The Prudential Insurance Company of America, Prudential Investment Management,
Inc., PIC Realty Corporation and Prudential Assets, LLC, and to entities owning our securities over which Prudential Financial, Inc. or its
affiliates have investment management discretion, including (SHC/Olayan) Redemption Vehicle, LLC and SVI (SHC/Houston) Redemption
Vehicle, LLC.

This prospectus contains registered trademarks that are the exclusive property of their respective owners, which are companies other than us,
including Fairmont®, Four Seasons®, Hilton®, Hyatt®, InterContinental®, Loews®, Marriott® and Ritz-Carlton®. None of the owners of these
trademarks, their affiliates or any of their respective officers, directors, agents or employees is an issuer or underwriter of the securities being
offered hereby. In addition, none of the owners of these trademarks, their affiliates or any of their respective officers, directors, agents or
employees has or will have any liability arising out of or related to the sale or offer of the securities being offered hereby, including any liability
or responsibility for any financial statements, projections or other financial information or other information contained in this prospectus or
otherwise disseminated in connection with the offer or sale of the securities offered hereby.

i
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the SEC using a �shelf� registration process or continuous offering process.
Under this shelf registration process, the selling stockholders may, from time to time, sell the securities described in this prospectus in one or
more offerings. This prospectus provides you with a general description of the securities that may be offered by the selling stockholders. We
may also file, from time to time, a prospectus supplement or an amendment to the registration statement of which this prospectus forms a part
containing specific information about the selling stockholders and the terms of the securities being offered. That prospectus supplement or
amendment may include additional risk factors or other special considerations applicable to those securities. Any prospectus supplement or
amendment may also add, update, or change information in this prospectus. If there is any supplement or amendment, you should rely on the
information in that prospectus supplement or amendment.

This prospectus and any accompanying prospectus supplement do not contain all of the information included in the registration statement. For
further information, we refer you to the registration statement and any amendments to such registration statement, including its exhibits.
Statements contained in this prospectus and any accompanying prospectus supplement about the provisions or contents of any agreement or
other document are not necessarily complete. If the SEC�s rules and regulations require that an agreement or document be filed as an exhibit to
the registration statement, please see that agreement or document for a complete description of these matters.

You should read both this prospectus and any prospectus supplement together with additional information described below under the heading
�Where You Can Find More Information.� Information incorporated by reference with the SEC after the date of this prospectus, or information
included in any prospectus supplement or an amendment to the registration statement of which this prospectus forms a part, may add, update, or
change information in this prospectus or any prospectus supplement. If information in these subsequent filings, prospectus supplements or
amendments is inconsistent with this prospectus or any prospectus supplement, the information incorporated by reference or included in the
subsequent prospectus supplement or amendment will supersede the information in this prospectus or any earlier prospectus supplement. You
should not assume that the information in this prospectus or any prospectus supplement is accurate as of any date other than the date on the front
of each document.

ii

Edgar Filing: STRATEGIC HOTEL CAPITAL INC - Form S-3/A

Table of Contents 8



Table of Contents

PROSPECTUS SUMMARY

Our Company

We were incorporated in January 2004 to own and asset manage upper upscale and luxury hotels in North America and Europe. We went public
in an initial public offering in June 2004. Our founder and accounting predecessor, Strategic Hotel Capital, L.L.C., or SHC LLC, was founded in
1997 by Laurence Geller, our President and Chief Executive Officer, Whitehall and others. We own our properties through our investment in
Strategic Hotel Funding, L.L.C., which we refer to as SHC Funding or the limited liability company.

We:

� own the fee interest in 10 hotels, comprising approximately 4,906 rooms, located in Arizona, California, Florida, Illinois and
Louisiana and in Mexico;

� lease three hotels from unaffiliated lessors: a ground lease for a hotel in Lincolnshire, Illinois and operating leases for hotels in
Paris, France and Hamburg, Germany, comprising an aggregate of approximately 859 rooms;

� own a 35% interest in a joint venture, with an unaffiliated party, that owns a hotel in Prague, Czech Republic comprising
approximately 372 rooms, and we asset manage such hotel on behalf of the joint venture;

� own an 85% interest in each of the InterContinental Hotel in Miami and the InterContinental Hotel in Chicago;

� own a 31% interest in and act as asset manager for a joint venture, which joint venture is with two unaffiliated parties, that is
developing the Four Seasons Residence Club Punta Mita, a luxury vacation home product that will be sold in fractional
ownership interests on property adjacent to our Four Seasons Punta Mita Resort hotel in Mexico; and

� asset manage five hotels for SHC LLC under an asset management agreement.

We do not operate any of our hotels directly; instead we employ internationally known hotel management companies to operate them for us
under management contracts or operating leases. Our existing hotels are operated under the widely recognized upper upscale and luxury brands
of Fairmont®, Four Seasons®, Hilton®, Hyatt®, InterContinental®, Loews®, Marriott® and Ritz-Carlton®.
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The Offerings

Issuer Strategic Hotel Capital, Inc.

The Offerings There are two offerings covered by this prospectus:

� the issuance of shares of our common stock in exchange for OpCo Units in our
operating company, SHC Funding, upon the redemption of the units by their
holders; and

� the offer and sale of shares of our common stock issued upon redemption of
OpCo Units by the selling stockholders named in this prospectus.

OpCo Unit Redemption We may issue shares of our common stock in exchange for OpCo Units upon the redemption of
the units by their holders on a one share for one unit basis. There are 5,554,912 OpCo Units
that may be redeemed for shares issued pursuant to this prospectus, which represent 10.6% of
the total outstanding units of limited liability company interests. We may assume the
redemption obligations of SHC Funding and may elect to pay the per unit redemption price in
cash or by issuance of shares of our common stock. At this time, we anticipate that we will
assume the redemption obligations and will elect to issue shares of our common stock upon the
redemption of all outstanding OpCo Units covered by this prospectus.

OpCo Units may be redeemed by their holders at the times set forth in the limited liability
company agreement of SHC Funding subject to the satisfaction of the transfer restrictions and
other terms and conditions contained in that agreement, or at other times and on terms and
conditions otherwise permitted by us in our discretion as managing member of SHC Funding.
The transfer restrictions provide that OpCo Units may be transferred, without our consent, as
long as the transfer does not result in the sum of the percentage interests in units of limited
liability company interests transferred during our taxable year exceeding 2% of the total
outstanding units of limited liability company interests. This restriction does not apply to,
among other things:

� a transfer involving a redemption that occurs on June 30 of each year, which is
the anniversary of the first business day following our initial public offering; and

� a transfer of units of limited liability company interests by a member and certain
related persons in one or more transactions during any 30 day period that
aggregate more than 2% of the total outstanding units of limited liability
company interests.

As a result of prior redemptions earlier in 2005 resulting in transfers of interests equal to 2% of
the total outstanding units of limited liability company interests, at this time and for the
remainder of 2005,

2
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OpCo Units may only be redeemed by their holders if we permit them to do so in our
discretion. In 2006, OpCo Units may be redeemed on June 30, 2006 or on other dates if
the redemption and all other transfers on or before that date do not exceed 2% of the
outstanding units of limited liability company interests. We anticipate that we will permit
holders to redeem their OpCo Units in 2005 or early 2006 on a date that we select in our
discretion. We will amend this prospectus to notify the holders of the date in 2005 or in
early 2006 when they may redeem their OpCo Units and the terms and conditions under
which we will permit such redemption.

Common Stock Issuable Upon Redemption of
OpCo Units

5,554,912

Common Stock Offered by Selling
Stockholders

2,348,062

Use of Proceeds We will not receive any additional cash consideration from our issuance of common stock upon
redemption of any OpCo Units. In addition, we will not receive any proceeds from the sale of
shares of our common stock by the selling stockholders.

New York Stock Exchange Symbol SLH

Risk Factors We urge you to read carefully the risk factors beginning on page 4 of this prospectus.

3
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RISK FACTORS

Investing in our common stock involves risks. You should carefully consider the specific factors discussed under the caption �Risk Factors� in any
accompanying prospectus supplement together with all the other information contained in the prospectus supplement or appearing or
incorporated by reference in this prospectus. You should also consider the risks discussed under the caption �Forward-Looking Information and
Risk Factors� included in our quarterly report on Form 10-Q for the period ended September 30, 2005 and incorporated by reference in this
prospectus. These risk factors may be amended, supplemented or superceded from time to time by other reports we file with the SEC in the
future.

FORWARD-LOOKING STATEMENTS

On one or more occasions, we may make statements regarding our assumptions, projections, expectations, targets, intentions or beliefs about
future events. All statements other than statements of historical facts included or incorporated by reference in this prospectus, including, without
limitation, the statements under �Prospectus Summary� and located elsewhere in this prospectus or incorporated by reference herein relating to
expectations of future financial performance, continued growth, changes in economic conditions or capital markets and changes in customer
usage patterns and preferences, are forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E
of the Securities Exchange Act of 1934.

Words or phrases such as �anticipates,� �believes,� �estimates,� �expects,� �intends,� �may,� �plans,� �potential,� �predicts,� �projects,� �should,� �targets,� �will,� �will
continue,� �will likely result� or other comparable expressions or the negative of these terms identify forward-looking statements. Forward-looking
statements reflect our current views about future events and are subject to risks, uncertainties, assumptions and changes in circumstances that
may cause actual results or outcomes to differ materially from those expressed in any forward-looking statement. We caution that while we
make such statements in good faith and we believe such statements are based on reasonable assumptions, including without limitation,
management�s examination of historical operating trends, data contained in records and other data available from third parties, we cannot assure
you that our projections will be achieved.

In addition to other factors and matters discussed elsewhere in our quarterly, annual and current reports that we file with the Commission, and
which are incorporated by reference into this prospectus, some important factors that could cause actual results or outcomes for us to differ
materially from those discussed in forward-looking statements include, but are not limited to:

� The factors discussed in this prospectus under the section titled �Risk Factors�;

� Availability of capital;

� Risks related to natural disasters;

� Increases in interest rates and operating costs;

� Difficulties in identifying properties to acquire and completing acquisitions;
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� Availability to obtain or refinance debt;

� The failure of closing conditions to be satisfied;

� Rising insurance premiums;

� Delays in construction and development;

� Marketing challenges associated with entering new lines of business;

� Our ability to dispose of existing properties in a manner consistent with our investment strategy;

4
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� Downturns in economic and market conditions, particularly levels of spending in the travel and leisure industries in the markets where
we invest;

� General volatility of the capital markets and the market price of our common shares;

� Our failure to maintain our status as a REIT;

� Increases in real property tax rates;

� Changes in the competitive environment in our industry and the markets where we invest;

� Changes in real estate and zoning laws or regulations; and

� Hostilities, including future terrorist attacks, or apprehension of hostilities that affect travel within or to the United States, Mexico,
Czech Republic, Germany, France or other countries where we invest.

Any forward-looking statement speaks only as of the date on which such statement is made. New factors emerge from time to time and it is not
possible for management to predict all such factors. We do not intend, and disclaim any duty or obligation, to update or revise any industry
information or forward-looking statements set forth in this prospectus to reflect new information, future events or otherwise, except as required
by law. Readers are urged to carefully review and consider the various disclosures made in this prospectus and in our other documents filed with
the Commission that attempt to advise interested parties of the risks and other factors that may affect our business, prospects and results of
operations and financial condition.

5
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USE OF PROCEEDS

We will not receive any additional consideration when we issue shares of common stock to the holders of OpCo Units upon redemption of their
units. Also, we will not receive any of the proceeds from the sale of any of the shares of common stock by the selling stockholders. The selling
stockholders will receive all proceeds from the sale of the shares of common stock.

6

Edgar Filing: STRATEGIC HOTEL CAPITAL INC - Form S-3/A

Table of Contents 15



Table of Contents

DESCRIPTION OF COMMON STOCK

Rights of our stockholders are governed by the Maryland General Corporation Law, or MGCL, our charter and our bylaws. See �Certain
Provisions of Maryland Law and of Our Charter and Bylaws.� The following is a summary of the material provisions of our common stock and
describes certain provisions of our charter and bylaws, copies of which are incorporated by reference as exhibits to the registration statement of
which this prospectus is a part. See �Where You Can Find More Information.� For a comparison of the voting and other rights of holders of OpCo
Units and holders of shares of common stock you should read the sections �Redemption and Exchange of OpCo Units� and �Comparison of
Ownership of OpCo Units and Shares of Common Stock.�

General

Our charter provides that we may issue up to 150,000,000 shares of common stock, $.01 par value per share, and 150,000,000 shares of
preferred stock, $.01 par value per share. As of November 14, 2005, we had 43,878,273 shares of common stock issued and outstanding and
4,000,000 shares of 8.50% Series A Cumulative Redeemable Preferred Stock issued and outstanding. Our charter provides that our board of
directors, without stockholder approval, may amend our charter to increase or decrease the aggregate number of shares of stock or the number of
shares of any class or series of our stock that we are authorized to issue.

Voting Rights of Common Stock

Subject to the provisions of our charter regarding the restrictions on the transfer and ownership of shares of common stock, each outstanding
share of common stock entitles the holder to one vote on all matters submitted to a vote of stockholders, including the election of directors, and,
except for certain limited voting rights of holders of our 8.50% Series A Cumulative Redeemable Preferred Stock and as may be provided with
respect to any other subsequently issued class or series of stock, the holders of such common stock possess the exclusive voting power. There is
no cumulative voting in the election of directors, which means that the holders of a majority of the outstanding common stock, voting as a single
class, can elect all of the directors and the holders of the remaining stock are not able to elect any directors.

Distributions, Liquidation and Other Rights of Common Stock

All common stock offered by this prospectus has been duly authorized, fully paid and nonassessable. Holders of common stock are entitled to
receive dividends when authorized by our board of directors and declared by us out of assets legally available for dividends and to share ratably
in our assets legally available for distribution to the stockholders in the event of our liquidation, dissolution or winding-up after payment of, or
adequate provision for, all of our known debts and liabilities and any rights of holders of senior securities. These rights are subject to the
preferential rights of any other class or series of our stock, including our 8.50% Series A Cumulative Redeemable Preferred Stock, and to the
provisions of our charter regarding restrictions on transfer of our stock.

Holders of shares of common stock have no conversion, sinking fund, redemption, exchange or appraisal rights, and have no preemptive rights
to subscribe for any of our securities.
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Power to Reclassify Stock

Our charter authorizes our board of directors to classify any unissued preferred stock and to reclassify any previously classified but unissued
common stock and preferred stock of any series from time to time in one or more classes or series, as authorized by our board of directors. Prior
to issuance of stock of each class or series, our board of directors is required by the MGCL and our charter to set for each such class or series,
subject to the provisions of our charter regarding the restrictions on transfer of our stock, the terms, preferences, conversion or

7
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other rights, voting powers, restrictions, limitations as to dividends or other distributions, qualifications and terms or conditions of redemption
for each such class or series. Thus, our board of directors could authorize the issuance of additional preferred stock with priority over the
common stock with respect to distributions and rights upon liquidation and with other terms and conditions which could have the effect of
delaying, deferring or preventing a transaction or a change in control of us that might involve a premium price for our stockholders or otherwise
might be in their best interest. As of the date hereof, 4,000,000 shares of 8.50% Series A Cumulative Redeemable Preferred Stock are issued and
outstanding.

Power to Increase and to Issue Additional Common Stock and Preferred Stock

We believe that the power to amend our charter to increase the aggregate number of our shares of stock, to issue additional common stock or
preferred stock and to classify or reclassify unissued common stock or preferred stock and thereafter to issue the classified or reclassified stock
provides us with increased flexibility in structuring possible future financings and acquisitions and in meeting other needs which might arise.
These actions can be taken without stockholder approval, unless stockholder approval is required by applicable law or the rules of any stock
exchange or automated quotation system on which our securities may be listed or traded, including the New York Stock Exchange. Although we
have no current intention of doing so, we could issue a class or series of stock that could delay, defer or prevent a transaction or a change in
control that might involve a premium price for our stockholders or otherwise be in their best interest.

Other Matters

The transfer agent and registrar for our common stock is LaSalle Bank, N.A.

CERTAIN PROVISIONS OF MARYLAND LAW AND OF OUR CHARTER AND BYLAWS

The following paragraphs summarize the material provisions of Maryland law applicable to us and of our charter and bylaws. For a complete
description, we refer you to Maryland law, our charter and our bylaws. We have filed our charter and bylaws as exhibits to materials we have
filed with the Securities and Exchange Commission. See �Where You Can Find More Information.� For a comparison of the voting and other
rights of holders of OpCo Units and holders of shares of common stock you should read the sections �Redemption and Exchange of OpCo Units�
and �Comparison of Ownership of OpCo Units and Shares of Common Stock.�

Amendment of Charter and Bylaws

Under Maryland law, a Maryland corporation generally cannot amend its charter, unless advised by its board of directors and approved by the
affirmative vote of stockholders entitled to cast at least two-thirds of the votes entitled to be cast on the matter. However, a Maryland
corporation may provide in its charter for approval of amendments by a lesser percentage of the shares entitled to vote on the matter, but not less
than a majority of all of the votes entitled to be cast on the matter. Our charter generally provides, except with respect to amendments to the
provisions of our charter regarding restrictions on the transfer and ownership of our stock and certain provisions relating to our board of
directors, for approval of amendments to our charter by a majority of the votes entitled to be cast on the matter. The board of directors has the
exclusive power to adopt, alter or repeal any provision of the bylaws and to make new bylaws.
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Meetings of Stockholders

Under our bylaws, annual meetings of stockholders are to be held in May of each year at a date and time as determined by our board. Special
meetings of stockholders may be called only by a majority of our directors, our Chairman, our President or our Chief Executive Officer and must
be called by our Secretary upon the written request of the holders of a majority of the shares of our common stock entitled to vote at a meeting.
Only matters
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set forth in the notice of the meeting may be considered and acted upon at such a meeting. Maryland law provides that any action required or
permitted to be taken at a meeting of stockholders may be taken without a meeting by unanimous written consent, if that consent sets forth that
action and is signed by each stockholder entitled to vote on the matter.

Advance Notice Provisions for Stockholder Nominations and Stockholder Proposals

Our bylaws provide that, with respect to an annual meeting of stockholders, nominations of individuals for election to our board of directors and
the proposal of business to be considered by stockholders may be made only (i) pursuant to our notice of the meeting, (ii) by our board of
directors or (iii) by a stockholder who is entitled to vote at the meeting and who has complied with the advance notice procedures of our bylaws.
With respect to special meetings of stockholders, only the business specified in our notice of the meeting may be brought before the meeting.
Nominations of individuals for election to our board of directors at a special meeting may be made only (i) pursuant to our notice of the meeting,
(ii) by our board of directors or (iii) provided that the board of directors has determined that directors will be elected at the meeting, by a
stockholder who is entitled to vote at the meeting and who has complied with the advance notice provisions of our bylaws.

The purpose of requiring stockholders to give advance notice of nominations and other proposals is to afford our board the opportunity to
consider the qualifications of the proposed nominees or the advisability of the other proposals and, to the extent considered necessary by our
board, to inform stockholders and make recommendations regarding the nominations or other proposals. The advance notice procedures also
permit a more orderly procedure for conducting our stockholder meetings. Although our bylaws do not give our board the power to disapprove
timely stockholder nominations and proposals, they may have the effect of precluding a contest for the election of directors or proposals for
other action if the proper procedures are not followed, and of discouraging or deterring a third party from conducting a solicitation of proxies to
elect its own slate of directors to our board or to approve its own proposal.

Board of Directors

Our board of directors consists of eight directors and may be increased or decreased by our board to a number of directors not less than the
minimum number required by the MGCL nor more than 15. Directors are elected by a plurality of the votes cast at each annual meeting of
stockholders to serve until the next annual meeting and until their successors are elected and qualify. Any vacancy will be filled, including any
vacancy created by an increase in the number of directors, by a majority of the remaining directors in office, even if the remaining directors do
not constitute a quorum.

Removal of Directors

Our charter provides that a director may be removed, with or without cause, upon the affirmative vote of at least two-thirds of the votes entitled
to be cast in the election of directors. Absent removal of all of our directors, this provision, when coupled with the provision in our charter and
bylaws authorizing our board of directors to fill vacant directorships, precludes stockholders from removing incumbent directors, except upon a
substantial affirmative vote, and filling the vacancies created by such removal with their own nominees.

Extraordinary Transactions
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Under Maryland law, a Maryland corporation generally cannot dissolve, merge, sell all or substantially all of its assets, engage in a share
exchange or engage in similar transactions outside the ordinary course of business unless advised by its board of directors and approved by the
affirmative vote of stockholders entitled to cast at least two-thirds of the votes entitled to be cast on the matter. However, a Maryland
corporation may provide in its charter for approval of these matters by a lesser percentage of the shares entitled to vote on the matter, but not less
than a majority of all of the votes entitled to be cast on the matter. Our charter provides for approval of these
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matters by a majority of the votes entitled to be cast. Maryland law permits a corporation to transfer all or substantially all of its assets without
the approval of the stockholders of the corporation to one or more persons if all of the equity interests of the person or persons are owned,
directly or indirectly, by the corporation. Maryland law also does not require approval of the stockholders of a parent corporation to merge or
sell all or substantially all of the assets of a subsidiary entity. Because operating assets may be held by a corporation�s subsidiaries, as in our
situation, this may mean that a subsidiary may be able to merge or sell all or substantially all of its assets without a vote of the corporation�s
stockholders.

Business Combinations

Maryland law prohibits �business combinations� between us and an interested stockholder or an affiliate of an interested stockholder for five years
after the most recent date on which the interested stockholder becomes an interested stockholder. These business combinations include a merger,
consolidation, share exchange or, in circumstances specified in the statute, an asset transfer or issuance or reclassification of equity securities.
Maryland law defines an interested stockholder as:

� any person who beneficially owns 10% or more of the voting power of our stock; or

� an affiliate or associate of ours who, at any time within the two-year period prior to the date in question, was the beneficial owner of
10% or more of the voting power of our then outstanding voting stock.

A person is not an interested stockholder if our board of directors approved in advance the transaction by which the person otherwise would
have become an interested stockholder. However, in approving a transaction, our board of directors may provide that its approval is subject to
compliance, at or after the time of approval, with any terms and conditions determined by our board of directors.

After the five-year prohibition, any business combination between us and an interested stockholder generally must be recommended by our
board of directors and approved by the affirmative vote of at least:

� 80% of the votes entitled to be cast by holders of our then outstanding shares of voting stock; and

� two-thirds of the votes entitled to be cast by holders of our voting stock other than stock held by the interested stockholder with whom
or with whose affiliate the business combination is to be effected or stock held by an affiliate or associate of the interested stockholder.

These super-majority vote requirements do not apply if our common stockholders receive a minimum price, as defined under Maryland law, for
their stock in the form of cash or other consideration in the same form as previously paid by the interested stockholder for its stock.

The statute permits various exemptions from its provisions, including business combinations that are exempted by the board of directors before
the time that the interested stockholder becomes an interested stockholder. As permitted by the MGCL, we have exempted any business
combinations involving the issuance of shares to Prudential and Whitehall. Accordingly, the five-year prohibition and the super-majority vote
requirements will not apply to any business combinations between Prudential and Whitehall and us.
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Control Share Acquisitions

With certain exceptions, the MGCL provides that �control shares� of a Maryland corporation acquired in a control share acquisition have no voting
rights except to the extent approved by a vote of two-thirds of the votes entitled to be cast on the matter, excluding shares owned by the
acquiring person or by our officers or directors who are our employees. Control shares are voting shares which, if aggregated with all other
shares owned or voted by the acquiror, would entitle the acquiror to exercise voting power in electing directors within one of the following
ranges of voting power: (i) one-tenth or more but less than one-third, (ii) one-third or more but less than a majority, or (iii) a majority or more of
all voting power. Control shares do not include shares the acquiror
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is then entitled to vote as a result of having previously obtained stockholder approval. A control share acquisition means, subject to certain
exceptions, the acquisition by any person of ownership or voting power of issued and outstanding control shares. A person who has made or
proposes to make a control share acquisition, upon satisfaction of certain conditions, including an undertaking to pay expenses, may compel our
board to call a special meeting of stockholders to be held within 50 days of demand to consider the voting rights of the control shares in
question. If no request for a meeting is made, we may present the question at any stockholders� meeting.

If voting rights are not approved at the stockholders� meeting or if the acquiring person does not deliver the statement required by Maryland law,
then, subject to certain conditions and limitations, we may redeem any or all of the control shares, except those for which voting rights have
previously been approved, for fair value. Fair value is determined without regard to the absence of voting rights for the control shares and as of
the date of the last control share acquisition or of any meeting of stockholders at which the voting rights of the shares were considered and not
approved. If voting rights for control shares are approved at a stockholders� meeting and the acquiror may then vote a majority of the shares
entitled to vote, then all other stockholders may exercise appraisal rights. The fair value of the shares for purposes of these appraisal rights may
not be less than the highest price per share paid by the acquiror in the control share acquisition. The control share acquisition statute does not
apply to shares acquired in a merger, consolidation or share exchange if we are a party to the transaction, nor does it apply to acquisitions
approved or exempted by our charter or bylaws.

Our bylaws contain a provision exempting any and all acquisitions of our stock from the control share provisions of Maryland law. Nothing
prevents our board from amending or repealing this provision in the future, except with respect to Prudential and Whitehall, who will not be
subject to the operation of the control shares provision of the MGCL without their prior consent in the event that our board amends or repeals
this provision in the future.

Maryland Unsolicited Takeovers Act

The MGCL permits a Maryland corporation with a class of equity securities registered under the Securities Exchange Act of 1934 and at least
three independent directors to elect to be subject, by provision in its charter or bylaws or a resolution of its board of directors and
notwithstanding any contrary provision in the charter or bylaws, to any or all of five provisions:

� a classified board;

� a two-thirds vote requirement for removing a director;

� a requirement that the number of directors be fixed only by the directors;

� a requirement that a vacancy on the board be filled only by the remaining directors and for the full remainder of the term of the class
of directors in which the vacancy occurred; and

� a majority requirement for the calling of a special meeting of stockholders.

Through provisions in our charter and bylaws, we already (a) require a two-thirds vote for the removal of any director from our board, (b) vest in
our board the exclusive power to fix the number of directorships and (c) require, unless called by our Chairman, our President, our Chief
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Executive Officer, or our board, the request of holders of a majority of outstanding shares to call a special meeting. We have also elected to be
subject to the provisions of Title 3, Subtitle 8 of the MGCL relating to the filling of vacancies on our board.

Limitation of Liability and Indemnification

Maryland law permits us to include in our charter a provision limiting the liability of our directors and officers to us and our stockholders for
money damages, except for liability resulting from (a) actual receipt of an improper benefit or profit in money, property or services or (b) active
and deliberate dishonesty established by a final judgment and which is material to the cause of action. Our charter contains a provision which
eliminates directors� and officers� liability to the maximum extent permitted by Maryland law.
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Maryland law requires us (unless our charter provides otherwise, which our charter does not) to indemnify a director or officer who has been
successful, on the merits or otherwise, in the defense of any proceeding to which he is made, or threatened to be made, a party by reason of his
service in that capacity. Maryland law permits us to indemnify our present and former directors and officers, among others, against judgments,
penalties, fines, settlements and reasonable expenses actually incurred by them in connection with any proceeding to which they may be made,
or threatened to be made, a party by reason of their service in those or other capacities unless it is established that:

� the act or omission of the director or officer was material to the matter giving rise to the proceeding and (i) was committed in bad faith
or (ii) was the result of active and deliberate dishonesty;

� the director or officer actually received an improper personal benefit in money, property or services; or

� in the case of any criminal proceeding, the director or officer had reasonable cause to believe that the act or omission was unlawful.

A court may order indemnification if it determines that the director or officer is fairly and reasonably entitled to indemnification, even though
the director or officer did not meet the prescribed standard of conduct or was adjudged liable on the basis that personal benefit was improperly
received. However, indemnification for an adverse judgment in a suit by us or in our right, or for a judgment of liability on the basis that
personal benefit was improperly received, is limited to expenses.

In addition, Maryland law permits us to advance reasonable expenses to a director or officer upon receipt of (a) a written affirmation by the
director or officer of his or her good faith belief that he or she has met the standard of conduct necessary for indemnification and (b) a written
undertaking by him or her or on his or her behalf to repay the amount paid or reimbursed if it is ultimately determined that the standard of
conduct was not met.

Our charter also authorizes us, to the maximum extent permitted by Maryland law, to obligate us to indemnify (a) any present or former director
or officer or (b) any individual who, while a director or officer and, at our request, serves or has served another corporation, real estate
investment trust, partnership, joint venture, trust, employee benefit plan or any other enterprise as a director, officer, member or trustee, against
any claim or liability arising from that service and to pay or reimburse their reasonable expenses in advance of final disposition of a proceeding.
Our bylaws obligate us to provide such indemnification and advance of expenses. Our charter and bylaws also permit us to indemnify and
advance expenses to any individual who served our predecessor in any of the capacities described above and any employee or agent of us or our
predecessor.

REIT Status

Our charter provides that our board of directors may revoke or otherwise terminate our real estate investment trust, or REIT, election if it
determines that it is no longer in our best interest to continue to qualify as a REIT. If our board of directors so determines, the restrictions in the
section below entitled ��Restrictions on Ownership and Transfer� will no longer apply.

Restrictions on Ownership and Transfer
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For us to qualify as a REIT under the Internal Revenue Code of 1986, as amended (the �Code�), our stock must be beneficially owned by 100 or
more persons during at least 335 days of a taxable year of twelve months or during a proportionate part of a shorter taxable year. Also, not more
than 50% of the value of our outstanding stock may be owned, directly or indirectly, by five or fewer individuals (as defined in the Code to
include certain entities such as qualified pension plans) during the last half of a taxable year. These requirements of the Code do not apply to the
first year for which an election to be a REIT is made.

Our charter contains restrictions on the number of shares of our stock that a person may own. No person may acquire or hold, directly or
indirectly, in excess of 9.8% in value of the aggregate of our outstanding shares
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of stock. In addition, no person may acquire or hold, directly or indirectly, common stock in excess of 9.8% (in value or in number of shares,
whichever is more restrictive) of the aggregate of our outstanding shares of common stock.

Our charter further prohibits (a) any person from owning shares of our stock that would result in our being �closely held� under Section 856(h) of
the Code or otherwise cause us to fail to qualify as a REIT and (b) any person from transferring shares of our stock if the transfer would result in
our stock being owned by fewer than 100 persons. Any person who acquires or intends to acquire shares of our stock that may violate any of
these restrictions, or who is the intended transferee of shares of our stock which are transferred to the Trust, as defined below, is required to give
us immediate notice and provide us with such information as we may request in order to determine the effect of the transfer on our status as a
REIT. The above restrictions will not apply if our board of directors determines that it is no longer in our best interest to continue to qualify as a
REIT.

Our board of directors, in its sole discretion, may exempt a person from these limits. However, our board may not exempt any person whose
ownership of our outstanding stock would result in our being �closely held� within the meaning of Section 856(h) of the Code or otherwise would
result in our failing to qualify as a REIT. In order to be considered by our board for exemption, a person also must not own, directly or
indirectly, an interest in any of our tenants (or a tenant of any entity which we own or control) that would cause us to own, directly or indirectly,
more than a 9.9% interest in the tenant. The person seeking an exemption must represent to the satisfaction of our board that it will not violate
these two restrictions. The person also must agree that any violation or attempted violation of these restrictions will result in the automatic
transfer of the shares of stock causing the violation to the Trust. In connection with our initial public offering, our board waived the ownership
limit with respect to Prudential and Whitehall. Therefore, the above ownership limits do not apply to the common stock owned, directly or
indirectly, by Prudential and Whitehall. Thus, there can be no assurance that there will not be five or fewer individuals who will own more than
50% in value of our outstanding stock, thereby causing us to fail to qualify as a REIT. Our board of directors may require a ruling from the
Internal Revenue Service, or IRS, or an opinion of counsel in order to determine or ensure our status as a REIT in circumstances where it has
received a request for exemption and is unable to satisfy itself that the ownership limitations will not be violated.

Any attempted transfer of our stock which, if effective, would result in our stock being owned by fewer than 100 persons will be null and void.
Any attempted transfer of our stock which, if effective, would result in violation of the ownership limits discussed above or in our being �closely
held� under Section 856(h) of the Code or otherwise failing to qualify as a REIT will cause the number of shares causing the violation (rounded
up to the nearest whole share) to be automatically transferred to a trust for the exclusive benefit of one or more charitable beneficiaries, and the
proposed transferee will not acquire any rights in the shares. The automatic transfer will be deemed to be effective as of the close of business on
the business day prior to the date of the transfer. Shares of our stock held in the Trust will be issued and outstanding shares. The proposed
transferee will not benefit economically from ownership of any shares of stock held in the Trust, will have no rights to dividends and no rights to
vote or other rights attributable to the shares of stock held in the Trust. The Trustee of the Trust will have all voting rights and rights to dividends
or other distributions with respect to shares held in the Trust. These rights will be exercised for the exclusive benefit of the Charitable
Beneficiary. Any dividend or other distribution paid prior to our discovery that shares of stock have been transferred to the Trust will be paid by
the recipient to the Trustee upon demand. Any dividend or other distribution authorized but unpaid will be paid when due to the Trustee. Any
dividend or distribution paid to the Trustee will be held in trust for the Charitable Beneficiary. Subject to Maryland law, the Trustee will have
the authority (i) to rescind as void any vote cast by the proposed transferee prior to our discovery that the shares have been transferred to the
Trust and (ii) to recast the vote in accordance with the desires of the Trustee acting for the benefit of the Charitable Beneficiary. However, if we
have already taken irreversible corporate action, then the Trustee will not have the authority to rescind and recast the vote.

Within 20 days of receiving notice from us that shares of our stock have been transferred to the Trust, the Trustee will sell the shares to a person
designated by the Trustee, whose ownership of the shares will not violate
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the above ownership limitations. Upon the sale, the interest of the Charitable Beneficiary in the shares sold will terminate and the Trustee will
distribute the net proceeds of the sale to the proposed transferee and to the Charitable Beneficiary as follows. The proposed transferee will
receive the lesser of (i) the price paid by the proposed transferee for the shares or, if the proposed transferee did not give a value for the shares in
connection with the event causing the shares to be held in the Trust (e.g., a gift, devise or other similar transaction), the Market Price (as defined
in our charter) of the shares on the day of the event causing the shares to be held in the Trust and (ii) the price received by the Trustee from the
sale or other disposition of the shares. Any net sale proceeds in excess of the amount payable to the proposed transferee will be paid immediately
to the Charitable Beneficiary. If, prior to our discovery that shares of our stock have been transferred to the Trust, the shares are sold by the
proposed transferee, then (i) the shares shall be deemed to have been sold on behalf of the Trust and (ii) to the extent that the proposed transferee
received an amount for the shares that exceeds the amount he was entitled to receive, the excess shall be paid to the Trustee upon demand.

In addition, shares of our stock held in the Trust will be deemed to have been offered for sale to us, or our designee, at a price per share equal to
the lesser of (i) the price per share in the transaction that resulted in the transfer to the Trust (or, in the case of a devise or gift, the Market Price
at the time of the devise or gift) and (ii) the Market Price on the date we, or our designee, accept the offer. We will have the right to accept the
offer until the Trustee has sold the shares. Upon a sale to us, the interest of the Charitable Beneficiary in the shares sold will terminate and the
Trustee will distribute the net proceeds of the sale to the proposed transferee.

All certificates representing shares of our stock will bear a legend referring to the restrictions described above.

Every owner of more than 5% (or such lower percentage as required by the Code or the regulations promulgated thereunder) of our stock, within
30 days after the end of each taxable year, is required to give us written notice, stating his name and address, the number of shares of each class
and series of our stock which he beneficially owns and a description of the manner in which the shares are held. Each such owner shall provide
us with such additional information as we may request in order to determine the effect, if any, of his beneficial ownership on our status as a
REIT and to ensure compliance with the ownership limits. In addition, each stockholder shall upon demand be required to provide us with such
information as we may request in good faith in order to determine our status as a REIT and to comply with the requirements of any taxing
authority or governmental authority or to determine such compliance.

These ownership limits could delay, defer or prevent a transaction or a change in control that might involve a premium price for the common
stock or otherwise be in the best interest of the stockholders.

DESCRIPTION OF OPCO UNITS

We are the sole managing member of SHC Funding and owned approximately 84% of the units of limited liability company interests as of
November 14, 2005. The remaining units of limited liability company interests, referred to herein as OpCo Units, are held by the non-managing
members of SHC Funding. The following description of certain general terms and provisions of the OpCo Units is not complete and you should
refer to Delaware law and SHC Funding�s limited liability company agreement for more information. For a comparison of the voting and other
rights of holders of units of limited liability company interests and holders of shares of common stock you should read the sections �Redemption
and Exchange of OpCo Units� and �Comparison of Ownership of OpCo Units and Shares of Common Stock.�
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