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EXPLANATORY NOTE

This Post-Effective Amendment No. 49 to the Registration Statement on Form N-2 (File No. 333-198505) of Prospect
Capital Corporation (the “Registration Statement”) is being filed pursuant to Rule 462(d) under the Securities Act of
1933, as amended (the “Securities Act”), solely for the purpose of filing exhibits to the Registration Statement.
Accordingly, this Post-Effective Amendment No. 49 consists only of a facing page, this explanatory note and Part C
of the Registration Statement on Form N-2 setting forth the exhibits to the Registration Statement. This Post-Effective
Amendment No. 49 does not modify any other part of the Registration Statement. Pursuant to Rule 462(d) under the
Securities Act, this Post-Effective Amendment No. 49 shall become effective immediately upon filing with the
Securities and Exchange Commission. The contents of the Registration Statement are hereby incorporated by
reference.

C-1

Edgar Filing: PROSPECT CAPITAL CORP - Form POS EX

2



PART C—OTHER INFORMATION

ITEM 25.  FINANCIAL STATEMENTS AND EXHIBITS

(1)    Financial Statements

The following statements of Prospect Capital Corporation (the “Company” or the “Registrant”) are included in Part A of
this Registration Statement:

INDEX TO FINANCIAL STATEMENTS

Financial Statements
Report of Independent Registered Public Accounting Firm F-2
Consolidated Statements of Assets and Liabilities as of June 30, 2014 and June 30, 2013 F-2
Consolidated Statements of Operations—For the Years Ended June 30, 2014, June 30, 2013 and June 30, 2012 F-4
Consolidated Statements of Changes in Net Assets—For the Years Ended June 30, 2014, June 30, 2013 and June
30, 2012 F-5

Consolidated Statements of Cash Flows—For the Years Ended June 30, 2014, June 30, 2013 and June 30, 2012 F-6
Consolidated Schedules of Investments as June 30, 2014 and June 30, 2013 F-7
Notes to Consolidated Financial Statements F-42

(2)    Exhibits

The agreements included or incorporated by reference as exhibits to this registration statement contain representations
and warranties by each of the parties to the applicable agreement. These representations and warranties were made
solely for the benefit of the other parties to the applicable agreement and (i) were not intended to be treated as
categorical statements of fact, but rather as a way of allocating the risk to one of the parties if those statements prove
to be inaccurate; (ii) may have been qualified in such agreement by disclosures that were made to the other party in
connection with the negotiation of the applicable agreement; (iii) may apply contract standards of “materiality” that are
different from “materiality” under the applicable securities laws; and (iv) were made only as of the date of the applicable
agreement or such other date or dates as may be specified in the agreement.

The Company acknowledges that, notwithstanding the inclusion of the foregoing cautionary statements, it is
responsible for considering whether additional specific disclosures of material information regarding material
contractual provisions are required to make the statements in this registration statement not misleading.

Exhibit No. Description
(a)(1) Articles of Amendment and Restatement(1)

(b)(1) Amended and Restated Bylaws(3)

(c) Not Applicable

(d)(1) Form of Share Certificate(2)

(d)(2) Form of Indenture(12)

(d)(3) Indenture dated as of December 21, 2010 relating to the 6.25% Senior Convertible Notes, by and
between the Registrant and American Stock Transfer & Trust Company, LLC, as Trustee(10)
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(d)(3)(a) Form of 6.25% Senior Convertible Note due 2015 (included as part of Exhibit (d)(3)(a))(10)

C-2
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Exhibit No. Description

(d)(4) Indenture dated as of February 18, 2011 relating to the 5.50% Senior Convertible Notes, by and
between the Registrant and American Stock Transfer & Trust Company, LLC, as Trustee(11)

(d)(4)(a) Form of 5.50% Senior Convertible Note due 2016(8)

(d)(5) Statement of Eligibility of U.S. Bank National Association on Form T-1(146)

(d)(6) Intentionally deleted.

(d)(7) Indenture dated as of February 16, 2012, by and between the Registrant and American Stock
Transfer & Trust Company, LLC, as Trustee(15)

(d)(8)
First Supplemental Indenture dated as of March 1, 2012, to the Indenture dated as of February 16,
2012, by and between the Registrant and American Stock Transfer & Trust Company, LLC, as
Trustee(15)

(d)(9) Form of 7.00% Prospect Capital InterNote® due 2022 (included as part of Exhibit (d)(8))(15)

(d)(10)
Second Supplemental Indenture dated as of March 8, 2012, to the Indenture dated as of February 16,
2012, by and between the Registrant and American Stock Transfer & Trust Company, LLC, as
Trustee(16)

(d)(11)
Joinder Supplemental Indenture dated as of March 8, 2012, to the Indenture dated as of February 16,
2012, by and among the Registrant, American Stock Transfer & Trust Company, LLC, as Original
Trustee, and U.S. Bank National Association, as Series Trustee(16)

(d)(12) Form of 6.900% Prospect Capital InterNote® due 2022 (included as part of Exhibit (d)(10))(16)

(d)(13)
Agreement of Resignation, Appointment and Acceptance dated as of March 12, 2012, by and among
the Registrant, American Stock Transfer & Trust Company, LLC, as Retiring Trustee, and U.S. Bank
National Association, as Successor Trustee(17)

(d)(14)

Third Supplemental Indenture dated as of April 5, 2012, to the Indenture dated as of February 16,
2012, as amended by that certain Agreement of Resignation, Appointment and Acceptance dated as
of March 12, 2012, by and among the Registrant, American Stock Transfer & Trust Company, LLC,
as Retiring Trustee, and U.S. Bank National Association, as Successor Trustee, by and between the
Registrant and U.S. Bank National Association, as Trustee(20)

(d)(15) Form of 6.850% Prospect Capital InterNote® due 2022 (included as part of Exhibit (d)(14))(20)

(d)(16)

Fourth Supplemental Indenture dated as of April 12, 2012, to the Indenture dated as of February 16,
2012, as amended by that certain Agreement of Resignation, Appointment and Acceptance dated as
of March 12, 2012, by and among the Registrant, American Stock Transfer & Trust Company, LLC,
as Retiring Trustee, and U.S. Bank National Association, as Successor Trustee, by and between the
Registrant and U.S. Bank National Association, as Trustee(21)

(d)(17) Form of 6.700% Prospect Capital InterNote® due 2022 (included as part of Exhibit (d)(16))(21)
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(d)(18) Indenture dated as of April 16, 2012 relating to the 5.375% Senior Convertible Notes, by and between
the Registrant and American Stock Transfer & Trust Company, as Trustee(22)

(d)(19) Form of 5.375% Senior Convertible Note due 2017(23)

C-3
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Exhibit No. Description

(d)(20)

Fifth Supplemental Indenture dated as of April 26, 2012, to the Indenture dated as of February 16,
2012, as amended by that certain Agreement of Resignation, Appointment and Acceptance dated as
of March 12, 2012, by and among the Registrant, American Stock Transfer & Trust Company, LLC,
as Retiring Trustee, and U.S. Bank National Association, as Successor Trustee, by and between the
Registrant and U.S. Bank National Association, as Trustee(24)

(d)(21) Form of 6.500% Prospect Capital InterNote® due 2022 (included as part of Exhibit (d)(20))(24)

(d)(22) Intentionally deleted.

(d)(23) Intentionally deleted.

(d)(24) Intentionally deleted.

(d)(25) Intentionally deleted.

(d)(26) Intentionally deleted.

(d)(27) Intentionally deleted.

(d)(28) Intentionally deleted.

(d)(29) Intentionally deleted.

(d)(30) Intentionally deleted.

(d)(31) Intentionally deleted.

(d)(32) Intentionally deleted.

(d)(33) Intentionally deleted.

(d)(34) Intentionally deleted.

(d)(35) Intentionally deleted.

(d)(36) Intentionally deleted.

(d)(37) Intentionally deleted.

(d)(38) Intentionally deleted.

(d)(39) Intentionally deleted.

(d)(40) Indenture dated as of August 14, 2012 relating to the 5.75% Senior Convertible Notes, by and
between the Registrant and American Stock Transfer & Trust Company, as Trustee(37)

Edgar Filing: PROSPECT CAPITAL CORP - Form POS EX

7



C-4

Edgar Filing: PROSPECT CAPITAL CORP - Form POS EX

8



Exhibit No. Description
(d)(41) Form of 5.75% Senior Convertible Note due 2018(38)

(d)(42) Intentionally deleted.

(d)(43) Intentionally deleted.

(d)(44) Intentionally deleted.

(d)(45) Intentionally deleted.

(d)(46) Intentionally deleted.

(d)(47) Intentionally deleted.

(d)(48) Intentionally deleted.

(d)(49) Intentionally deleted.

(d)(50) Intentionally deleted.

(d)(51) Intentionally deleted.

(d)(52)

Nineteenth Supplemental Indenture dated as of September 27, 2012, to the Indenture dated as of
February 16, 2012, as amended by that certain Agreement of Resignation, Appointment and
Acceptance dated as of March 12, 2012, by and among the Registrant, American Stock Transfer &
Trust Company, LLC, as Retiring Trustee, and U.S. Bank National Association, as Successor Trustee,
by and between the Registrant and U.S. Bank National Association, as Trustee(48)

(d)(53) Form of 5.850% Prospect Capital InterNote® due 2019 (included as part of Exhibit (d)(52))(48)

(d)(54) Twentieth Supplemental Indenture dated as of October 4, 2012, to the Indenture dated as of
February 16, offering of the notes, the public offering price and other selling terms to dealers may be
changed.

The following table shows the underwriting discount that we are to pay to the underwriters in connection with this offering
(expressed as a percentage of the principal amount of the notes).

Paid by
Weingarten

Per note 2.50% 
The notes are a new issue of securities with no established trading market. We intend to apply to list the notes on the New
York Stock Exchange. We expect trading of the notes on the New York Stock Exchange to begin within 30 days of
August 19, 2009, the original issue date. The underwriters have advised us that they intend to make a market for the notes,
but they have no obligation to do so and may discontinue market making at any time without providing any notice. No
assurance can be given as to the liquidity of any trading market for the notes.
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In connection with the offering of the notes, certain of the underwriters may engage in transactions that stabilize, maintain or
otherwise affect the price of the notes. Specifically, the underwriters may overallot in connection with the offering, creating
a short position. In addition, the underwriters may bid for, and purchase, the notes in the open market to cover short
positions or to stabilize the price of the notes. Any of these activities may stabilize or maintain the market price of the notes
above independent market levels, but no representation is made hereby of the magnitude of any effect that the transactions
described above may have on the market price of the notes. The underwriters will not be required to engage in these
activities, and may engage in these activities, and may end any of these activities, at any time without notice.

We estimate that our total expenses for this offering (excluding the underwriting discount) will be $275,000.

We expect to deliver the notes against payment for the notes on or about the date specified in the next to last paragraph on
the cover page of this prospectus supplement.

We have agreed that for a period of 30 days from the date of this prospectus supplement, we will not offer, sell, contract to
sell or otherwise dispose of any debt securities that are substantially similar to the notes without the prior written consent of
the underwriters.

Certain of the underwriters and their affiliates have engaged in, and may in the future engage in, investment banking and
other commercial dealings with us from time to time in the ordinary course of their business for which they have received or
will receive customary compensation.

Affiliates of certain of the underwriters are lenders under our existing credit facility, and have been paid customary fees. A
portion of our outstanding borrowings under this credit facility will be repaid with the net proceeds of the sale of the notes.
Such affiliates will receive pro rata shares of the net proceeds from this offering used to reduce borrowings thereunder.

This prospectus supplement and the accompanying prospectus in electronic format may be made available on the websites
maintained by one or more of the underwriters.

We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities Act of
1933, or to contribute to payments the underwriters may be required to make because of any of those liabilities.

We expect that delivery of the notes will be made against payment therefor on or about August 19, 2009, which will be the
fifth business day following the date hereof (this settlement cycle being referred to as �T+5�). Pursuant to Rule 15c6-1 under
the Exchange Act, trades in the secondary market generally are required to settle in three business days, unless the parties to
that trade expressly agree otherwise. Accordingly, purchasers who wish to trade the notes on the date of this prospectus
supplement or the next succeeding business days will be required, by virtue of the fact that the notes initially will settle in
T+5, to specify an alternate settlement cycle at the time of any such trade to prevent a failed settlement and should consult
their own advisor.

S-17
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LEGAL MATTERS

Certain legal matters with respect to the notes, as well as certain tax matters, will be passed upon for us by Locke Lord
Bissell & Liddell LLP, Dallas, Texas. Sidley Austin LLP, New York, New York, will act as counsel to the underwriters and
will rely on the opinion of Locke Lord Bissell & Liddell LLP as to matters of Texas law.

INCORPORATION OF DOCUMENTS BY REFERENCE

This prospectus supplement �incorporates by reference� information that we have filed with the SEC under the Exchange Act,
which means that we are disclosing important information to you by referring you to those documents. Any statement
contained in this prospectus supplement or in any document incorporated or deemed to be incorporated by reference into
this prospectus supplement will be deemed to be modified or superseded for purposes of this prospectus supplement to the
extent that a statement contained in this prospectus supplement or any subsequently filed document which also is, or is
deemed to be, incorporated by reference into this prospectus supplement modifies or supercedes that statement. Any
statement so modified or superseded will not be deemed, except as so modified or superseded, to constitute a part of this
prospectus supplement. We do not incorporate by reference into this prospectus supplement or the accompanying prospectus
any documents or portions of documents that, in accordance with SEC rules, we �furnish� to the SEC, as opposed to those
documents or portions of documents that we �file� with the SEC. As a result, the information that we furnish to the SEC is not
and will not be a part of this prospectus supplement or the accompanying prospectus. We incorporate by reference the
following documents listed below and any future filings made with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the
Exchange Act (other than Current Reports furnished under Items 2.02 or 7 of Form 8-K):

� Annual Report on Form 10-K for the year ended December 31, 2008.

� Quarterly Report on Form 10-Q for the quarter ended March 31, 2009.

� Quarterly Report on Form 10-Q for the quarter ended June 30, 2009.
Any person, including any beneficial owner, to whom this prospectus supplement is delivered may request copies of any or
all of these filings at no cost by writing or telephoning our Investor Relations Department at the following address and
telephone number:

Weingarten Realty Investors

2600 Citadel Plaza Drive

Suite 125

Houston, Texas 77008

(713) 866-6000.

S-18
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PROSPECTUS

Weingarten Realty Investors

Common Shares, Preferred Shares, Depositary Shares,

Debt Securities and Warrants

From time to time, we may offer to sell debt securities, common shares, warrants, depositary shares and preferred
shares. Our debt securities may be convertible into, or exchangeable for, our common or preferred shares. The preferred
shares may either be sold separately or represented by depositary shares. We may, from time to time, offer to sell debt
securities.

This prospectus describes some of the general terms that may apply to these securities and the general manner in which they
may be offered. The specific terms of any securities to be offered, and the specific manner in which they may be offered,
will be described in a supplement to this prospectus. The prospectus supplement may also add, update or change information
contained in this prospectus.

Our common shares of beneficial interest trade on the New York Stock Exchange under the symbol �WRI.�

Investing in our securities involves risk. See �Risk Factors� beginning on page 3 of this
prospectus.

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 December 8, 2008.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or SEC, using
a shelf registration process. Under the shelf registration process, we may, from time to time, sell any of the securities
described in this prospectus in one or more offerings. This prospectus provides you with a general description of the
securities we may offer. Each time we offer securities, we will provide a prospectus supplement that will describe the
specific amounts, prices and terms of the offered securities. The prospectus supplement may also add, update or change the
information contained in this prospectus. You should read carefully both this prospectus and any prospectus supplement,
together with the additional information described under �Where You Can find More Information.�

WHERE YOU CAN FIND MORE INFORMATION

We are subject to the reporting requirements of the Securities and Exchange Act of 1934, as amended, and file annual,
quarterly and current reports, proxy statements and other information with the SEC. You may read and copy any document
we file at the SEC�s public reference room at 450 Fifth Street, N.W., Washington, D.C. 20549. You can request copies of
these documents by writing to the SEC and paying a fee for the copying cost. Please call the SEC at 1-800-SEC-0330 for
more information about the operation of the public reference room. Our SEC filings are also available to the public at the
SEC�s web site at www.sec.gov. In addition, you may read and copy our SEC filings at the offices of the New York Stock
Exchange, 20 Broad Street, New York, New York 10005. Our website address is www.weingarten.com.

This prospectus is only part of a registration statement we filed with the SEC under the Securities Act of 1933, as amended,
and therefore omits certain information contained in the registration statement. We have also filed exhibits and schedules to
the registration statement that we have excluded from this prospectus, and you should refer to the applicable exhibit or
schedule for a complete description of any statement referring to any contract or document. You may inspect or obtain a
copy of the registration statement, including exhibits and schedules, as described in the previous paragraph.

CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

This prospectus, any prospectus supplement and the documents incorporated by reference herein may contain statements,
estimates or projections that constitute �forward-looking statements,� as defined under U.S. federal securities laws. Generally,
the words �believe,� �experts,� �intend,� �estimate,� �anticipate,� �project,� �may� and similar expressions identify forward-looking
statements. These may include statements regarding the effect of acquisitions and redevelopments, our future financial
performance, including our ability to maintain current or meet projected occupancy, rent levels and same store results, and
the effect of government regulations. Actual results may differ materially from those described in the forward-looking
statements and, in addition, will be affected by a variety of risks and factors that are beyond our control including, without
limitation: natural disasters such as hurricanes; national and local economic conditions; the general level of interest rates;
energy costs; the terms of government regulations that affect us and interpretations of those regulations; the competitive
environment in which we operate; financing risks, including the risk that our cash flows from operations may be insufficient
to meet required payments of principal and interest; real estate risks, including fluctuation in real estate values and the
general economic climate in local markets and competition for tenants in such markets; insurance risks; acquisition and
development risks, including failure of such acquisitions to perform in accordance with projections; the timing of
acquisitions and dispositions; litigation, including costs associated with prosecuting or defending claims and any adverse
outcomes; and possible environmental liabilities, including costs, fines or penalties that may be incurred due to necessary
remediation of contamination of properties presently owned or previously owned by us. In addition, our current and
continuing qualification as a real estate investment trust involves the application of highly technical and complex provisions
of the Internal Revenue Code and depends on our ability to meet the various requirements imposed by the Internal Revenue
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Code, through actual operating results, distribution levels and diversity of shares ownership. Readers should carefully
review our financial statements and the notes hereto, as well as the section entitled �Risk Factors� in our Annual Report on
Form 10-K for the fiscal year ended December 31, 2007, and the other documents we file from time to time with the SEC,
including Quarterly Reports on Form 10-Q and Current Reports on Form 8-K.

For these statements, we claim the protection of the safe harbor forward-looking statements contained in the Private
Securities Litigation Reform Act of 1995. You are cautioned not to place undue reliance on our forward-looking statements,
which speak only as of the date of this prospectus and the applicable prospectus summary or the date of any document
incorporated by reference. All subsequent written and oral forward-looking statements attributable to us or any person acting
on our behalf are expressly qualified in their entirety by the cautionary statements contained or referred to in this
section. We do not undertake any obligation to release publicly any revisions to our forward-looking statements to reflect
events or circumstances after the date of this prospectus and the applicable prospectus summary.

THE COMPANY

We are a REIT organized under the Texas Real Estate Investment Trust Act. Through a predecessor entity, we began the
ownership and development of shopping centers and other commercial real estate in 1948. Our primary business is leasing
space to tenants in the neighborhood and community shopping centers and industrial properties that we own or lease. We
also manage properties for joint ventures in which we hold interests, and for third-party owners for which we charge fees.

At September 30, 2008, we owned or operated under long-term leases, either directly or through our interest in real estate
joint ventures or partnerships, a total of 375 developed income-producing properties and 34 properties under various stages
of construction and development. The total number of centers includes 329 neighborhood and community shopping centers
located in 22 states spanning the country from coast to coast. We also owned 77 industrial projects located in California,
Florida, Georgia, Tennessee, Texas and Virginia and three other operating properties located in Arizona and Texas. The
portfolio of properties is approximately 73.5 million square feet.

At September 30, 2008, we also owned interests in 20 parcels of unimproved land held for future development that totaled
approximately 23.4 million square feet.

Our principal executive offices are located at 2600 Citadel Plaza Drive, Houston, Texas 77008, and our phone number is
(713) 866-6000. We also have nine regional offices located in various parts of the United States. Our website address is
www.weingarten.com. The information contained on our website is not part of this prospectus supplement or the
accompanying prospectus.

2
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RISK FACTORS

Investing in our securities involves various risks. You should carefully consider the risk factors prior to purchasing any of
our securities.

The economic performance and value of our shopping centers depend on many factors, each of which could have an
adverse impact on our cash flows and operating results.

The economic performance and value of our properties can be affected by many factors, including the following:

� Changes in the national, regional and local economic climate;

� Local conditions such as an oversupply of space or a reduction in demand for real estate in the area;

� The attractiveness of the properties to tenants;

� Competition from other available space;

� Our ability to provide adequate management services and to maintain our properties;

� Increased operating costs, if these costs cannot be passed through to tenants;

� The expense of periodically renovating, repairing and releasing spaces;

� Consequence of any armed conflict involving, or terrorist attack against, the United States;

� Our ability to secure adequate insurance;

� Fluctuations in interest rates;

� Changes in real estate taxes and other expenses; and

� Availability of financing on acceptable terms or at all.
Our properties consist primarily of neighborhood and community shopping centers and, therefore, our performance is linked
to general economic conditions in the market for retail space. The market for retail space has been and may continue to be
adversely affected by weakness in the national, regional and local economies where our properties are located, the adverse
financial condition of some large retailing companies, the ongoing consolidation in the retail sector, the excess amount of
retail space in a number of markets and increasing consumer purchases through catalogues and the Internet. To the extent
that any of these conditions occur, they are likely to affect market rents for retail space. In addition, we may face challenges
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in the management and maintenance of the properties or encounter increased operating costs, such as real estate taxes,
insurance and utilities, which may make our properties unattractive to tenants.

Our acquisition activities may not produce the cash flows that we expect and may be limited by competitive
pressures or other factors.

We intend to acquire existing retail properties to the extent that suitable acquisitions can be made on advantageous terms.
Acquisitions of commercial properties involve risks such as:

� Our estimates on expected occupancy and rental rates may differ from actual conditions;

� Our estimates of the costs of any redevelopment or repositioning of acquired properties may prove to
be inaccurate;

� We may be unable to operate successfully in new markets where acquired properties are located, due to a lack of
market knowledge or understanding of local economies;

� We may be unable to successfully integrate new properties into our existing operations; or

� We may have difficulty obtaining financing on acceptable terms or paying the operating expenses and debt service
associated with acquired properties prior to sufficient occupancy.

3
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In addition, we may not be in a position or have the opportunity in the future to make suitable property acquisitions on
advantageous terms due to competition for such properties with others engaged in real estate investment. Our inability to
successfully acquire new properties may have an adverse effect on our results of operations.

Turmoil in capital markets could adversely impact acquisition activities and pricing of real estate assets.

Volatility in capital markets could adversely affect acquisition activities by impacting certain factors including the
tightening of underwriting standards by lenders and credit rating agencies and the significant inventory of unsold
Collateralized Mortgage Backed Securities in the market. These factors directly affect a lender�s ability to provide debt
financing as well as increase the cost of available debt financing. As a result, we may not be able to obtain favorable debt
financing in the future or at all. This may result in future acquisitions generating lower overall economic returns, which may
adversely affect our results of operations and distributions to shareholders. Furthermore, any turmoil in the capital markets
could adversely impact the overall amount of capital available to invest in real estate, which may result in price or value
decreases of real estate assets.

Our dependence on rental income may adversely affect our profitability, our ability to meet our debt obligations and
our ability to make distributions to our shareholders.

The substantial majority of our income is derived from rental income from real property. As a result, our performance
depends on our ability to collect rent from tenants. At any time, our tenants may experience a downturn in their business that
may significantly weaken their financial condition and ability to meet rental obligations. Our income and funds for
distribution would be negatively affected if a significant number of our tenants, or any of our major tenants (as discussed in
more detail below):

� Delay lease commencements;

� Decline to extend or renew leases upon expiration;

� Fail to make rental payments when due; or

� Close stores or declare bankruptcy.
Any of these actions could result in the termination of the tenants� lease and the loss of rental income attributable to the
terminated leases. In addition, lease terminations by an anchor tenant or a failure by that anchor tenant to occupy the
premises could also result in lease terminations or reductions in rent by other tenants in the same shopping centers under the
terms of some leases. In these events, we cannot be sure that any tenant whose lease expires will renew that lease or that we
will be able to re-lease space on economically advantageous terms. The loss of rental revenues from a number of our tenants
and our inability to replace such tenants, particularly in the case of a substantial tenant with leases in multiple locations, may
adversely affect our profitability, our ability to meet debt and other financial obligations and our ability to make
distributions to the shareholders. Through the nine months ended September 30, 2008, we had 70 tenants that either closed
stores due to bankruptcy or declared bankruptcy. Such closings and bankruptcies represent 1.9% leasable space in our
portfolio.

We may be unable to collect balances due from tenants in bankruptcy.

A tenant that files for bankruptcy protection may not continue to pay us rent. A bankruptcy filing by or relating to one of our
tenants or a lease guarantor would bar all efforts by us to collect pre-bankruptcy debts from the tenant or the lease guarantor,
or their property, unless the bankruptcy court permits us to do so. A tenant or lease guarantor bankruptcy could delay our
efforts to collect past due balances under the relevant leases and could ultimately preclude collection of these sums. If a
lease is rejected by a tenant in bankruptcy, we would have only a general unsecured claim for damages. As a result, it is
likely that we would recover substantially less than the full value of any unsecured claims it holds, if at all.

Edgar Filing: PROSPECT CAPITAL CORP - Form POS EX

Table of Contents 19



4

Edgar Filing: PROSPECT CAPITAL CORP - Form POS EX

Table of Contents 20



Table of Contents

Our development and construction activities could affect our operating results.

We intend to continue the selective development and construction of retail properties in accordance with our development
and underwriting policies as opportunities arise. Our development and construction activities include risks that:

� We may abandon development opportunities after expending resources to determine feasibility;

� Construction costs of a project may exceed our original estimates;

� Occupancy rates and rents at a newly completed property may not be sufficient to make the property profitable;

� Rental rates per square foot could be less than projected;

� Financing may not be available to us on favorable terms for development of a property;

� We may not complete construction and lease-up on schedule, resulting in increased debt service expense and
construction costs; and

� We may not be able to obtain, or may experience delays in obtaining necessary zoning, land use, building,
occupancy and other required governmental permits and authorizations.

Additionally, the time frame required for development, construction and lease-up of these properties means that we may
have to wait years for a significant cash return. If any of the above events occur, the development of properties may hinder
our growth and have an adverse effect on our results of operations. In addition, new development activities, regardless of
whether or not they are ultimately successful, typically require substantial time and attention from management.

Our merchant development program could affect our operating results.

Through our merchant development program, we develop primarily neighborhood and community shopping centers, with
the objective of selling the properties (or interests therein) to third parties, as opposed to retaining the properties in our
portfolio on a long-term basis. Due to the inherent uncertainty associated with our merchant development program, our
operating results and financial indicators, such as funds from operations (�FFO�), will fluctuate from time to
time. Accordingly, fluctuations in the results of our merchant development program could cause us to be unable to meet, or
to exceed, our publicly disclosed financial performance outlook, as well as FFO per share estimates of security analysts for
any given period. Our expectations with respect to sales in our merchant development program are based on currently
available information, and no assurance can be given regarding the timing, terms or consummation of any sale. Furthermore,
market conditions can impact our ability to sell these properties as potential funding may not be readily available to
prospective buyers. Failure to meet our publicly disclosed financial performance outlook or security analyst estimates could
have a material adverse effect on the trading price of our common shares of beneficial interest.

There is a lack of operating history with respect to our recent acquisitions and development of properties and we
may not succeed in the integration or management of additional properties.

These properties may have characteristics or deficiencies currently unknown to us that affect their value or revenue
potential. It is also possible that the operating performance of these properties may decline under our management. As we
acquire additional properties, we will be subject to risks associated with managing new properties, including lease-up and
tenant retention. In addition, our ability to manage our growth effectively will require us to successfully integrate our new
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Real estate property investments are illiquid, and therefore we may not be able to dispose of properties when
appropriate or on favorable terms.

Real estate property investments generally cannot be disposed of quickly. In addition, the federal tax code imposes
restrictions on the ability of a REIT to dispose of properties that are not applicable to other types of real estate companies.
Therefore, we may not be able to vary our portfolio in response to economic or other conditions promptly or on favorable
terms, which could cause us to incur extended losses and reduce our cash flows and adversely affect distributions to
shareholders.

Our cash flows and operating results could be adversely affected by required payments of debt or related interest
and other risks of our debt financing.

We are generally subject to risks associated with debt financing. These risks include:

� Our cash flow may not satisfy required payments of principal and interest;

� We may not be able to refinance existing indebtedness on our properties as necessary or the terms of the
refinancing may be less favorable to us than the terms of existing debt;

� Required debt payments are not reduced if the economic performance of any property declines;

� Debt service obligations could reduce funds available for distribution to our shareholders and funds available for
capital investment;

� Any default on our indebtedness could result in acceleration of those obligations and possible loss of property to
foreclosure; and

� The risk that necessary capital expenditures for purposes such as re�leasing space cannot be financed on
favorable terms.

If a property is mortgaged to secure payment of indebtedness and we cannot make the mortgage payments, we may have to
surrender the property to the lender with a consequent loss of any prospective income and equity value from such property.
Any of these risks can place strains on our cash flows, reduce our ability to grow and adversely affect our results of
operations.

Property ownership through real estate partnerships and joint ventures could limit our control of those investments
and reduce our expected return.

Real estate partnership or joint venture investments may involve risks not otherwise present for investments made solely by
us, including the possibility that our partner or co-venturer might become bankrupt, that our partner or co-venturer might at
any time have different interests or goals than us, and that our partner or co-venturer may take action contrary to our
instructions, requests, policies or objectives. Other risks of joint venture investments could include impasse on decisions,
such as a sale, because neither our partner or co-venturer nor we would have full control over the partnership or joint
venture. These factors could limit the return that we receive from those investments or cause our cash flows to be lower than
our estimates.

Our financial condition could be adversely affected by financial covenants.
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Our credit facilities and public debt indentures under which our indebtedness is, or may be, issued contain certain financial
and operating covenants, including, among other things, certain coverage ratios, as well as limitations on our ability to incur
secured and unsecured indebtedness, restrictions on our ability to sell all or substantially all of our assets and engage in
mergers and consolidations and certain acquisitions. These covenants could limit our ability to obtain additional funds
needed to address cash shortfalls or pursue growth opportunities or transactions that would provide substantial return to our
shareholders. In addition, a breach of these covenants could cause a default under or accelerate some or all of our
indebtedness, which could have a material adverse effect on our financial condition.
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If we fail to qualify as a REIT in any taxable year, we will be subject to U.S. federal income tax as a regular
corporation and could have significant tax liability.

We intend to operate in a manner that allows us to qualify as a REIT for U.S. federal income tax purposes. However, REIT
qualification requires us to satisfy numerous requirements (some on an annual or quarterly basis) established under highly
technical and complex provisions of the Internal Revenue Code, for which there are a limited number of judicial or
administrative interpretations. Our status as a REIT requires an analysis of various factual matters and circumstances that
are not entirely within our control. Accordingly, it is not certain we will be able to qualify and remain qualified as a REIT
for U.S. federal income tax purposes. Even a technical or inadvertent violation of the REIT requirements could jeopardize
our REIT qualification. Furthermore, Congress or the IRS might change the tax laws or regulations and the courts might
issue new rulings, in each case potentially having retroactive effect that could make it more difficult or impossible for us to
qualify as a REIT. If we fail to qualify as a REIT in any tax year, then:

� We would be taxed as a regular domestic corporation, which, among other things, means that we would be unable
to deduct distributions to our shareholders in computing our taxable income and would be subject to U.S. federal
income tax on our taxable income at regular corporate rates;

� Any resulting tax liability could be substantial and would reduce the amount of cash available for distribution to
shareholders, and could force us to liquidate assets or take other actions that could have a detrimental effect on our
operating results; and

� Unless we were entitled to relief under applicable statutory provisions, we would be disqualified from treatment as
a REIT for the four taxable years following the year during which we lost our qualification, and our cash available
for distribution to our shareholders therefore would be reduced for each of the years in which we do not qualify as
a REIT.

Even if we remain qualified as a REIT, we may face other tax liabilities that reduce our cash flow. We may also be subject
to certain U.S. federal, state and local taxes on our income and property either directly or at the level of our subsidiaries.
Any of these taxes would decrease cash available for distribution to our shareholders.

Compliance with REIT requirements may negatively affect our operating decisions.

To maintain our status as a REIT for U.S. federal income tax purposes, we must meet certain requirements, on an ongoing
basis, including requirements regarding our sources of income, the nature and diversification of our assets, the amounts we
distribute to our shareholders and the ownership of our shares. We may also be required to make distributions to our
shareholders when we do not have funds readily available for distribution or at times when our funds are otherwise needed
to fund capital expenditures.

As a REIT, we must distribute at least 90% of our annual net taxable income (excluding net capital gains) to our
shareholders. To the extent that we satisfy this distribution requirement, but distribute less than 100% of our net taxable
income, we will be subject to U.S. federal corporate income tax on our undistributed taxable income. From time to time, we
may generate taxable income greater than our income for financial reporting purposes, or our net taxable income may be
greater than our cash flow available for distribution to our shareholders. If we do not have other funds available in these
situations, we could be required to borrow funds, sell a portion of our securities at unfavorable prices or find other sources
of funds in order to meet the REIT distribution requirements.

Dividends paid by REITs generally do not qualify for reduced tax rates.

In general, the maximum U.S. federal income tax rate for dividends paid to individual U.S. shareholders is 15% (through
2010). Unlike dividends received from a corporation that is not a REIT, our distributions to individual shareholders
generally are not eligible for the reduced rates.
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Our real estate investments may contain environmental risks that could adversely affect our operating results.

The acquisition of certain assets may subject us to liabilities, including environmental liabilities. Our operating expenses
could be higher than anticipated due to the cost of complying with existing or future environmental laws and regulations. In
addition, under various federal, state and local laws, ordinances and regulations, we may be considered an owner or operator
of real property or have arranged for the disposal or treatment of hazardous or toxic substances. As a result, we may become
liable for the costs of removal or remediation of certain hazardous substances released on or in our property.

We may also be liable for other potential costs that could relate to hazardous or toxic substances (including governmental
fines and injuries to persons and property). We may incur such liability whether or not we knew of, or were responsible for,
the presence of such hazardous or toxic substances. Any liability could be of substantial magnitude and divert management�s
attention from other aspects of our business and, as a result, could have a material adverse effect on our operating results and
financial condition, as well as our ability to make distributions to the shareholders.

An uninsured loss or a loss that exceeds the policies on our properties could subject us to lost capital or revenue on
those properties.

Under the terms and conditions of the leases currently in force on our properties, tenants generally are required to indemnify
and hold us harmless from liabilities resulting from injury to persons, air, water, land or property, on or off the premises, due
to activities conducted on the properties, except for claims arising from our negligence or intentional misconduct or that of
our agents. Tenants are generally required, at the tenant�s expense, to obtain and keep in full force during the term of the
lease, liability and property damage insurance policies. We have obtained comprehensive liability, casualty, property, flood
and rental loss insurance policies on our properties. All of these policies may involve substantial deductibles and certain
exclusions. In addition, we cannot assure the shareholders that the tenants will properly maintain their insurance policies or
have the ability to pay the deductibles. Should a loss occur that is uninsured or in an amount exceeding the combined
aggregate limits for the policies noted above, or in the event of a loss that is subject to a substantial deductible under an
insurance policy, we could lose all or part of our capital invested in, and anticipated revenue from, one or more of the
properties, which could have a material adverse effect on our operating results and financial condition, as well as our ability
to make distributions to the shareholders.

Loss of our key personnel could adversely affect the value of our common shares of beneficial interest and
operations.

We are dependent on the efforts of our key executive personnel. Although we believe qualified replacements could be found
for these key executives, the loss of their services could adversely affect the value of our common shares of beneficial
interest and operations.

Policies may be changed without obtaining the approval of our shareholders.

Our shareholders do not control any policies with respect to our operating and financial policies, including our
policies regarding acquisitions, dispositions, indebtedness, operations, capitalization and dividends, which are determined by
our Board of Trust Managers and management.

Recent disruptions in the financial markets could affect our ability to obtain financing on reasonable terms and have
other adverse effects on us and the market price of our common shares.

The United States and global equity and credit markets have recently experienced significant price volatility, dislocations
and liquidity disruptions, which have caused market prices of many stocks to fluctuate substantially and the spreads on
prospective debt financings to widen considerably. These circumstances have materially impacted liquidity in the financial
markets, making terms for certain financings less attractive, and in
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certain cases have resulted in the unavailability of certain types of financing. Continued uncertainty in the equity and credit
markets may negatively impact our ability to access additional financing at reasonable terms or at all, which may negatively
affect our ability to make dispositions, obtain construction financing or refinance our debt. A prolonged downturn in the
equity or credit markets may cause us to seek alternative sources of potentially less attractive financing, and may require us
to adjust our business plan accordingly. In addition, these factors may make it more difficult for us to sell properties or may
adversely affect the price we receive for properties that we do sell, as prospective buyers may experience increased costs of
financing or difficulties in obtaining financing. These events in the equity and credit markets may make it more difficult or
costly for us to raise capital through the issuance of our common shares or preferred shares. These disruptions in the
financial markets also may have a material adverse effect on the market value of our common shares of beneficial interest
and preferred shares and other adverse effects on us or the economy generally. There can be no assurances that government
responses to the disruptions in the financial markets will restore consumer confidence, stabilize the markets or increase
liquidity and the availability of equity or credit financing.

Among the market conditions that may affect the value of our common shares of beneficial interest and preferred shares are
the following:

� the attractiveness of REIT securities as compared to other securities, including securities issued by
other real estate companies, fixed income equity securities and debt securities;

� the degree of interest held by institutional investors;

� our operating performance and financial situation; and

� general economic conditions.
The current volatility on the stock market has created price and volume fluctuations that have not necessarily been
comparable to operating performance.

Compliance with the Americans with Disabilities Act and fire, safety and other regulations may require us to make
unintended expenditures that adversely affect our cash flows.

All of our properties are required to comply with the Americans with Disabilities Act (ADA). The ADA has separate
compliance requirements for �public accommodations� and �commercial facilities,� but generally requires that buildings be
made accessible to people with disabilities. Compliance with the ADA requirements could require removal of access
barriers, and noncompliance could result in imposition of fines by the U.S. government or an award of damages to private
litigants, or both. While the tenants to whom we lease properties are obligated by law to comply with the ADA provisions,
and typically under tenant leases are obligated to cover costs associated with compliance, if required changes involve greater
expenditures than anticipated, or if the changes must be made on a more accelerated basis than anticipated, the ability of
these tenants to cover costs could be adversely affected. As a result, we could be required to expend funds to comply with
the provisions of the ADA, which could adversely affect the results of operations and financial condition and our ability to
make distributions to shareholders. In addition, we are required to operate the properties in compliance with fire and safety
regulations, building codes and other land use regulations, as they may be adopted by governmental agencies and bodies and
become applicable to the properties. We may be required to make substantial capital expenditures to comply with those
requirements, and these expenditures could have a material adverse effect on our ability to meet the financial obligations and
make distributions to our shareholders.
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PLAN OF DISTRIBUTION

We may sell the securities directly or to one or more underwriters for public offering and sale by them or may sell the
securities to investors directly or through agents or through a combination of any of these methods of sale. Our common
shares or preferred shares may be issued by us upon conversion of our debt securities or upon exercise of warrants. The
securities that we distribute by any of these methods may be sold to the public, in one or more transactions, at a fixed price
or prices that may be changed, at market prices prevailing at the time of sale, at prices related to prevailing market prices, or
at negotiated prices.

Any underwriter or agent involved in the offer and sale of the securities will be named in the related prospectus supplement.
We have reserved the right to sell the securities directly to investors on our own behalf in those jurisdictions where we are
authorized to do so.

Underwriters may offer and sell the securities at a fixed price or prices that may be changed at market prices prevailing at
the time of sale, at prices related to prevailing market prices, or at negotiated prices. We also may, from time to time,
authorize dealers, acting as our agents, to offer and sell the securities upon the terms and conditions described in the related
prospectus supplement. Underwriters may receive compensation from us in the form of underwriting discounts or
commissions and may also receive commissions from purchasers of the securities for whom they may act as an agent.
Underwriters may sell the securities to or through dealers, and the dealers may receive compensation in the form of
discounts, concessions or commissions from the underwriters or commissions, which may be changed from time to time,
from the purchasers for whom they may act as agents.

Any underwriting compensation paid by us to underwriters or agents in connection with the offering of the securities, and
discounts, concessions or commissions allowed by underwriters to participating dealers, will be stated in the related
prospectus supplement. Dealers and agents participating in the distribution of the securities may be deemed to be
underwriters, and any discounts and commissions received by them and any profit realized by them on resale of the
securities may be deemed to be underwriting discounts and commissions under the applicable securities laws. Underwriters,
dealers and agents may be entitled, under agreements entered into with us, to indemnification against and contribution
towards certain civil liabilities, including any liabilities under the applicable securities laws.

We may enter into derivative transactions with parties, or sell securities not covered by this prospectus to third-parties in
privately negotiated transactions. If the applicable prospectus supplement indicates, in connection with those derivatives, the
third parties may sell securities covered by this prospectus and the applicable prospectus supplement, including in short sale
transactions. If so, the third party may use securities pledged by us or borrowed from us or others to settle or to close out any
related open borrowings of stock, and may use securities received from us in settlement of those derivatives to close out any
related open borings of stock. The third party in such sale transactions will be an underwriter and will be identified in the
applicable prospectus supplement or a post-effective amendment.

Unless otherwise indicated in the applicable prospectus supplement, any securities issued under this prospectus will be new
issues of securities with no established trading market. Any underwriters or agents to or through whom the securities are
sold by us for public offering and sale may make a market in the securities, but the underwriters or agents will not be
obligated to do so and may discontinue any market making at any time without notice. We do not know how liquid the
trading market for any of our securities will be.

In connection with an offering of securities, the underwriters may purchase and sell securities in the open market. These
transactions may include over-allotment, syndicate covering transactions and stabilizing transactions. Over-allotment
involves sales of securities in excess of the principal amount of securities to be purchased by the underwriters in an offering,
which creates a short position for the underwriters. Covering transactions involve purchase of the securities in the open
market after the distribution has been completed in order to cover short positions. Stabilizing transactions consist of certain
bids or purchases of securities made for the purpose of preventing or retarding a decline in the market price of the securities
while the offering is in
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progress. Any of these activities may have the effect of preventing or slowing a decline in the market price of the securities
being offered. They may also cause the price of the securities being offered to be higher than the price that otherwise would
exist in the open market in the absence of these transactions. The underwriters may conduct these transactions in the
over-the-counter market or otherwise. If the underwriters commence any of these transactions, they may discontinue them at
anytime.

Underwriters and agents may be entitled under agreements entered into with us to indemnification by us against civil
liabilities, including liabilities under the Securities Act, or to contribution with respect to payments that the underwriters or
agents may be required to make in that respect.

Certain of the underwriters, dealers or agents and their associates may engage in transactions with, and perform services for
us and our affiliates in the ordinary course of business for which they may receive customary fees and expenses.

USE OF PROCEEDS

Unless otherwise described in the applicable prospectus supplement, we intend to use the net proceeds from the sale of the
securities for repayment or refinancing of debt; acquisition of additional properties or real estate-related securities;
development of new properties; redevelopment of existing properties; and working capital and general purposes.

Pending the use thereof, we intend, generally, to invest any net proceeds in short-term, interest-bearing securities.

RATIOS OF EARNINGS TO FIXED CHARGES

The following table sets forth the ratio of earnings to fixed charges and the ratio of earnings to combined fixed charges and
preferred dividends for the periods shown:

Nine Months
Ended

September 30, Years Ended December 31,
2008 2007 2006 2005 2004 2003

Ratio of earnings to fixed charges (1) 1.59 1.68 1.79 1.89 1.64 1.74
Ratio of earnings to combined fixed charge and preferred dividends (2) 1.34 1.47 1.68 1.76 1.55 1.50

(1) The ratio of earnings to fixed charges is computed by dividing earnings by fixed charges. For this purpose, �earnings�
consists of income from continuing operations before minority interests and taxes (which includes equity in earnings of
unconsolidated subsidiaries and partnerships only to the extent of dividends or distributions from operations received)
plus fixed charges (other than any interest that has been capitalized) and amortization of previously capitalized interest;
and �fixed charges� consists of interest expense (including amortization of loan costs), and interest that has been
capitalized.

(2) The ratio of earnings to combined fixed charges and preferred dividends is computed by dividing earnings by the total
of fixed charges and preferred share dividends. For this purpose, �earnings� consists of income before minority interests
and taxes (which includes equity in earnings of unconsolidated and subsidiaries and partnerships only to the extent of
dividends or distributions from operations received) plus fixed charges (other than any interest that has been
capitalized) and amortization of previously capitalized interest; �fixed charges� consists of interest expense (including
amortization of loan costs), and interest which has been capitalized; and �preferred share dividends� consists of the
amount of pre-tax earnings that would be required to cover preferred share dividend requirements.
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DESCRIPTION OF CAPITAL SHARES

We are a Texas real estate investment trust. Your rights as a shareholder are governed by the Texas Real Estate Investment
Trust Act, our declaration of trust and our bylaws. The following summary of terms, rights and preferences of the shares of
beneficial interest is not complete. You should read our declaration of trust and bylaws for more complete information.

Authorized Shares

Our declaration of trust provides that we may issue up to 160,000,000 shares of beneficial interest, consisting of
150,000,000 common shares, par value $0.03 per share, and 10,000,000 preferred shares, par value $.03 per share. At
September 30, 2008, 84,044,000 common shares, 3,000,000 depositary shares, each and representing one-thirtieth of a
6.75% Series D Cumulative Redeemable Preferred Share, 2,900,000 depositary shares, each representing one-one hundredth
of a share of 6.95% Series E Cumulative Redeemable Preferred Shares, 14,000,000 depositary shares, each representing
one-one hundredth of a share of 6.5% Series F Cumulative Redeemable Preferred Shares were issued and outstanding. In
addition, we have 3,404,748 common shares available for issuance upon the exercise of options granted under our employee
and trust manager share option plans. Mellon Investor Services, LLC is the transfer agent and registrar of our common
shares and preferred shares.

Shareholder Liability

Under Texas law, you will not be personally liable for any obligation of ours solely because you are a shareholder. Under
our declaration of trust, our shareholders are not personally liable for our debts or obligations and will not be subject to any
personal liability in tort, contract or otherwise, to any person in connection with our property or affairs by reason of being a
shareholder.

Notwithstanding these limitations, common law theories of �piercing the corporate veil� may be used to impose liability on
shareholders in certain instances. Also, to the extent that we conduct operations in another jurisdiction where the law of that
jurisdiction (1) does not recognize the limitations of liability afforded by contract, Texas law or our declaration of trust, and
(2) does not provide similar limitations of liability applicable to real estate investment trusts or other trusts, a third party
could attempt, under limited circumstances, to assert a claim against our shareholders based upon our obligations.

Common Shares

Voting Rights. Each outstanding common share owned by a shareholder entitles that holder to one vote on all matters
submitted to a vote of shareholders, including the election of trust managers. The right to vote is subject to the provisions of
our declaration of trust regarding the restriction on the transfer of shares of beneficial interest, which we describe under
�Restrictions on Ownership� below. There is no cumulative voting in the election of trust managers.

Subject to the terms of our declaration of trust regarding the restrictions on transfer of shares of beneficial interest, each
common share has the same dividend, distribution, liquidation and other rights as each other common share.

According to the terms of our declaration of trust and bylaws and Texas law, all matters submitted to the shareholders for
approval, except for those matters listed below, are approved if a majority of all the votes cast at a meeting of shareholders
duly called and at which a quorum is present are voted in favor of approval. The following matters require approval other
than by a majority of all votes cast:

� The election of trust managers (which provides that trust managers remain on the board unless and until a
nominee for that board seat receives the affirmative vote of the holders of 66 2/3% of our common
shares);
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� The amendment of our declaration of trust by shareholders (which requires the affirmative vote of 66 2/3% of all
votes entitled to be cast on the matter);

� Our termination, winding up of affairs and liquidation (which requires the affirmative vote of 66 2/3% of all the
votes entitled to be cast on the matter); and

� Our merger or consolidation with another entity or sale of all or substantially all of our property (which requires
the approval of the board of trust managers and an affirmative vote of 66 2/3% of all the votes entitled to be cast on
the matter).

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

Distributions and Liquidation Rights. Upon any liquidation, dissolution or winding up of us, holders of our common shares
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
shares.

No Preemptive Rights. No holders of our common shares have preemptive or other rights to purchase or subscribe for any
common shares.

REIT Restrictions on Ownership and Transfer. Our common shares are 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.�

Stock Exchange Listing. Our common shares are traded on the New York Stock Exchange under the trading symbol �WRI.�

Preferred Shares

Our declaration of trust authorizes our board of trust managers to issue up to 10,000,000 preferred shares from time to time,
in one or more series, to establish the number of shares in each series and to fix the designations, powers, preferences and
nights of each series and the qualifications, limitations or restrictions thereof. No shareholder approval is required for the
issuance of preferred shares.

Future Series of Preferred Shares. The applicable prospectus supplement shall set forth with respect to each series that may
be issued and sold pursuant hereto:

� the designation of such shares and the number of shares that constitute such series;

� the dividend rate (or the method of calculation thereof), if any, on the shares of such series and the Priority as to
the payment of dividends with respect to other classes or series of our capital shares;

� the dividend periods (or the method of calculation thereof);

� the voting rights, if any, of the shares;
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� the liquidation preference and the priority as to payment of such liquidation preference with respect to other
classes or series of our capital shares and any other rights of the shares of such series upon our liquidation or
winding-up;
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� whether or not and on what terms the shares of such series will be subject to redemption or repurchase at
our option;

� whether and on what terms the shares of such series will be convertible into or exchangeable for our other debt or
equity securities;

� whether the shares of such series of preferred shares will be listed on a securities exchange;

� any limitations on direct or beneficial ownership and restrictions on transfer in addition to those described in
�Restrictions on Ownership,� in each case as may be appropriate to preserve our status as a real estate investment
trust;

� any special United States federal income tax considerations applicable to such series;

� any listing of the preferred shares on any securities exchange;

� any limitations on issuance of any series of preferred shares ranking senior to or on a parity with the series of the
preferred shares as to dividend rights and rights upon liquidation, dissolution or winding up of our affairs; and

� the other rights and privileges and any qualifications, limitations or restrictions of such rights or privileges of such
series not inconsistent with our declaration of trust, our bylaws and the Texas Real Estate Investment Trust Act.

The terms of any preferred shares we issue will be set forth in resolutions adopted by our board of trust managers. We will
file such resolutions as an exhibit to the registration statement that includes this prospectus, or as an exhibit to a filing with
the SEC that is incorporated by reference into this prospectus. The description of preferred shares in any prospectus
supplement will not describe all of the terms of the preferred shares in detail. You should read the applicable resolutions for
a complete description of all of the terms.

DESCRIPTION OF DEPOSITARY SHARES

General. We may issue receipts for depositary shares, each of which will represent a fractional interest of a particular series
of a class of preferred shares, as specified in the applicable prospectus supplement. The preferred shares of each series
represented by depositary shares will be deposited under a separate deposit agreement among us, the depositary named in
the deposit agreement and the holders of the depositary receipts. Immediately following our issuance and delivery of the
preferred shares to the depositary, we will cause the depositary to issue, on our behalf, the depositary receipts. Subject to the
terms of the applicable depositary agreement, each owner of a depositary receipt will be entitled, in proportion to the
fractional interest of a share of a particular series of a preferred share represented by the depositary shares evidenced by the
depositary receipts, to all the rights and preferences of the preferred shares represented by the depositary shares (including
dividend, voting, conversion, redemption and liquidation rights ) as designated by our board of trust managers. The
summary of our depositary shares set forth below is not complete. You should refer to the applicable prospectus supplement,
provisions of the deposit agreement and the depositary receipts that will be filed with the SEC as part of the offering of any
depositary shares. To obtain copies of these documents, see �Where You Can Find More Information� on page 1.

As of the date of this prospectus, the following depositary shares are outstanding:

6.75% Series D Cumulative Redeemable Preferred Shares and Depositary Shares
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On April 30, 2003, we issued 100,000 shares of 6.75% Series D Cumulative Redeemable Preferred Shares and 3,000,000
depositary shares for $75.0 million. Each depositary share represents a one-thirtieth fractional interest in a share of Series D
Preferred. The Series D Preferred has a liquidation preference of $750.00 per share (equivalent to $25.00 per depositary
share) and the holders are entitled to cumulative dividends from the date of original issuance of $50.625 per share
(equivalent to $1.6875 per depositary share). The Series D Preferred ranks
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on parity with the Series E Preferred and Series F Preferred described below with respect to the payment of dividends and
payments upon liquidation. We currently can redeem the Series D Preferred Shares. The redemption price per share of
Series D Preferred is $750.00 (equivalent to $25.00 per depositary share), plus any accrued and unpaid dividends through
the date of such redemption. The Series D Preferred and the depositary shares have no maturity date and will remain
outstanding indefinitely unless redeemed. The Series D Preferred and the depositary shares are not convertible into or
exchangeable for any of our other securities. The Series D Preferred shareholders and holders of the depositary shares
generally have no voting rights, except if we fail to pay dividends for six quarters. In that event, the holders of the Series D
Preferred (voting separately as a class with all other series of preferred shares upon which like voting rights have been
conferred and are exercisable), have the right to elect two trust managers who shall serve until all dividend arrearages have
been paid. In such case, the entire board of trust managers will be increased by two trust managers.

The Series D Preferred is not be listed for trading on any exchange. The depositary shares are listed for trading on the New
York Stock Exchange.

6.95% Series E Cumulative Redeemable Preferred Shares and Depositary Shares

On July 8, 2004, we issued 29,000 shares of 6.95% Series E Cumulative Redeemable Preferred Shares and 2,900,000
depositary shares for $72.5 million. Each depositary share represents a one-hundredth fractional interest in a share of Series
E Preferred. The Series E Preferred has a liquidation preference of $2,500 per share (equivalent to $25 per depositary
share). The Series E Preferred ranks on a parity with the Series D Preferred and Series F Preferred with respect to the
payment of dividends and payments upon liquidation. We may not redeem the Series E Preferred Shares before July 8,
2009. The redemption price per share of Series E Preferred is $2,500 (equivalent to $25.00 per depositary share), plus
accrued and unpaid dividends through the date of such redemption. The Series E Preferred and the depositary shares have no
maturity date and will remain outstanding indefinitely unless redeemed. The Series E Preferred and the depositary shares are
not convertible into or exchangeable for any of our other securities. The Series E Preferred shareholders and the holders of
the depositary shares generally have no voting rights, except if we fail to pay dividends for six quarters. In that event, the
holders of the Series D Preferred (voting separately as a class with all other series of preferred shares upon which like voting
rights have been conferred and are exercisable), have the right to elect two trust managers who shall serve until all dividend
arrearages have been paid. In such case, the entire board of trust managers will be increased by two trust managers.

The Series E Preferred is not listed for trading on any exchange. The depositary shares are listed for trading on the New
York Stock Exchange.

6.5% Series F Cumulative Redeemable Preferred Shares and Depositary Shares

On January 30, 2007, we issued 80,000 shares of 6.5% Series F Cumulative Redeemable Preferred Share and 8,000,000
depositary shares for $200 million. On June 6, 2008 we issued an additional 60,000 shares of 6.5% Series F Cumulative
Redeemable Preferred Shares and an additional 6,000,000 depositary shares for $150 million. Each depositary share
represents a one-hundredth fractional interest in a share of Series F Preferred. The Series F Preferred has a liquidation
preference of $2,500 per share (equivalent to $25 per depositary share). The Series F Preferred ranks on a parity with the
Series D Preferred and Series E Preferred with respect to the payment of dividends and payments upon liquidation. We may
not redeem the Series F Preferred Shares before January 30, 2012. The redemption price per share of Series F Preferred is
$2,500 (equivalent to $25.00 per depositary share), plus accrued and unpaid dividends through the date of such
redemption. The Series F Preferred and the depositary shares have no maturity date and will remain outstanding indefinitely
unless redeemed. The Series F Preferred and the depositary shares are not convertible into or exchangeable for any of our
other securities. The Series F Preferred shareholders and the holders of the depositary shares generally have no voting rights,
except if we fail to pay dividends for six quarters. In that event, the holders of the Series F Preferred (voting separately as a
class with all other series of preferred shares upon which like voting rights have been
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conferred and are exercisable), have the right to elect two trust managers who shall serve until all dividend arrearages have
been paid. In such case, the entire board of trust managers will be increased by two trust managers.

The Series F Preferred is not listed for trading on any exchange. The depositary shares are listed for trading on the New
York Stock Exchange.

See �Description of Capital Shares�Description of Preferred Shares.�

Dividends and Other Distributions. The depositary will distribute all cash dividends or other cash distributions received on
behalf of the preferred shares proportionately to the record holders of the related depositary receipts owned by such holder.
Such distributions are subject to certain obligations of holders to file proofs, certificates and other information and to pay
certain charges and expenses to the depositary.

In the event of a non-cash distribution, the depositary will distribute property it receives to the record holders of depositary
receipts entitled to the property unless the depositary determines that it is not feasible to make such distribution, in which
case the depositary may, with our approval, sell such property and distribute the net proceeds of such sale to holders. Such
distributions by the depositary are subject to certain obligations of holders to file proofs, certificates and other information
and to pay certain changes and expenses to the depositary.

Withdrawal of Shares. Unless the related depositary shares have previously been called for redemption, upon surrender of
the depositary receipts at the corporate trust office of the depositary, the holders thereof will be entitled to delivery at such
office, to or upon such holder�s order, of the number of whole or fractional preferred shares and any money or other property
represented by the depositary shares evidenced by such depositary receipts. Holders of depositary receipts will be entitled to
receive whole or fractional shares of the related preferred shares on the basis of the proportion of preferred shares
represented by each depositary share as specified in the applicable prospectus supplement, but holders of such preferred
shares will not thereafter be entitled to receive depositary shares therefor. If the depositary receipts delivered by the holder
evidence a number of depositary shares in excess of the number of depositary shares representing the preferred shares to be
withdrawn, the depositary will deliver to such holder at the same time a new depositary receipt evidencing such excess
number of depositary shares.

Redemption. Whenever we redeem preferred shares held by the depositary, the depositary will redeem as of the same
redemption date the number of depositary shares representing the preferred shares so redeemed, provided we have paid in
full to the depositary the redemption price of the preferred shares to be redeemed plus an amount equal to any accrued and
unpaid dividends thereon to the date fixed for redemption. With respect to noncumulative preferred shares, dividends will be
paid for the current dividend period only. The redemption price per depositary share will be equal to the redemption price
and any other amounts per share payable with respect to the preferred shares. If less than all the depositary shares are to be
redeemed, the depositary shares to be redeemed will be selected by the depositary by lot.

After the date fixed for redemption, the depositary shares called for redemption will no longer be deemed o be outstanding
and all rights of the holders of the depositary receipts evidencing the depositary shares called for redemption will cease.
However, the holders will have the right to receive any moneys payable upon redemption and any money or other property
that the holders of such depositary receipts were entitled to at the time of redemption when they surrender their depositary
receipts to the depositary.

Voting Rights. Upon receipt of notice of any meeting at which the holders of the preferred shares are entitled to vote, the
depositary will mail the information contained in such notice to the record holders of the depositary receipts related to such
preferred shares. Each record holder of depositary receipts on the record date will be entitled to instruct the depositary as to
the exercise of the voting rights of the preferred shares related to such holder�s depositary receipts. The record date for
depositary receipts will be the same date as the record date for
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preferred shares. The depositary will vote the preferred shares related to such depositary receipts in accordance with such
instructions, and we will agree to take all reasonable action that the depositary deems necessary to enable it to vote the
preferred shares. The depositary will abstain from voting preferred shares represented by such depositary shares to the
extent it does not receive specific instructions from the holders of depositary receipts.

Liquidation Preference. In the event of our liquidation, dissolution or winding-up, whether voluntary or involuntary, each
holder of a depositary receipt will be entitled to the fraction of the liquidation preference accorded each preferred share
represented by the depositary share evidenced by such depositary receipt, as set forth in the applicable prospectus
supplement.

Conversion of Preferred Shares. The depositary shares, as such, are not convertible into common shares or any of our other
securities or property. Nevertheless, if so specified in the applicable prospectus supplement relating to an offering of
depositary shares, the depositary receipts may be surrendered by holders thereof to the depositary with written instructions
to the depositary to instruct us to cause conversion of the preferred shares represented by the depositary shares into whole
common shares, other preferred shares or other shares of capital shares. We have agreed that upon receipt of such
instructions and any amounts payable in respect thereof, we will cause the conversion thereof utilizing the same procedures
as those provided for delivery of preferred shares to effect such conversion. If the depositary shares evidenced by a
depositary receipt are to be converted in part only, one or more new depositary receipts will be issued for any depositary
shares not to be converted. No fractional common shares will be issued upon conversion. If conversion will result in a
fractional share being issued, we will pay in cash an amount equal to the value of the fractional interest based upon the
closing price of the common shares on the last business day prior to the conversion.

Amendment and Termination of the Deposit Agreement. The form of depositary receipt evidencing the depositary shares
which represent the preferred shares and any provision of the deposit agreement may at any time be amended by agreement
between the depositary and us. However, any amendment that materially and adversely alters the rights of the holders of
depositary receipts will not be effective unless it has been approved by the existing holders of at least a majority of the
depositary shares evidenced by outstanding depositary receipts.

We may terminate the deposit agreement upon not less than 30 days� prior written notice to the depositary if (1) such
termination is to preserve our status as a REIT or (2) a majority of each class of preferred shares affected by such
termination consents to such termination. Upon termination of the deposit agreement, the depositary shall deliver or make
available to each holder of depositary receipts, upon surrender of the depositary receipts held by such holder, such number
of whole or fractional preferred shares as are represented by the depositary shares evidenced by such depositary receipts. In
addition, the deposit agreement will automatically terminate if:

� all outstanding depositary shares have been redeemed;

� there has been a final distribution in respect of the related preferred shares in connection with any
liquidation, dissolution or winding-up and such distribution has been distributed to the holders of
depositary receipts evidencing the depositary shares representing such preferred shares; or

� each related preferred share shall have been converted into capital shares that are not represented by depositary
shares.

Fees of Depositary. We will pay all transfer and other taxes and governmental charges arising solely from the existence of
the deposit agreement. In addition, we will pay the fees and expenses of the depositary in connection with the performance
of its duties under the deposit agreement. However, holders of depositary receipts will pay the depositary�s fees and expenses
for any duties that holders request to be performed which are outside those expressly provided for in the deposit agreement.

Resignation and Removal of Depositary. The depositary may resign at any time by delivering to us notice of its resignation,
and we may remove the depositary at any time. Any such resignation or removal will take effect
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upon the appointment of a successor depositary. A successor depositary must be appointed within 60 days after delivery of
the notice of resignation or removal. A successor depositary must be a bank or trust company having its principal office in
the United States and having a combined capital and surplus of at least $50,000,000.

Miscellaneous. The depositary will forward to holders of depositary receipts any reports and communications from us which
it receives with respect to the related preferred shares. Neither us nor the depositary will be liable if it is prevented from or
delayed in, by law or any circumstances beyond its control, performing its obligations under the deposit agreement. The
obligations of us and the depositary under the deposit agreement will be limited to performing their duties thereunder in
good faith and without negligence, gross negligence or willful misconduct. We and the depositary will not be obligated to
prosecute or defend any legal proceeding in respect of any depositary receipts, depositary shares or preferred shares
represented thereby unless satisfactory indemnity is furnished. We and the depositary may rely on written advice of counsel
or accountants, or information provided by persons presenting preferred shares represented thereby for deposit, holders of
depositary receipts or other persons believed to be competent to give such information, and on documents believed to be
genuine and signed by a proper party.

If the depositary shall receive conflicting claims, requests or instructions from any holders of depositary receipts, on the one
hand, and us, on the other hand, the depositary shall be entitled to act on such claims, requests or instructions received from
us.

RESTRICTIONS ON OWNERSHIP

Maintaining REIT Status

In order for us to qualify as a REIT under the Internal Revenue Code, not more than 50% in value of our outstanding capital
shares may be owned, directly or indirectly, by five or fewer individuals during the last half of a taxable year. In addition,
our capital shares must be beneficially owned by 100 or more persons during at least 335 days of a taxable year of 12
months, or during a proportionate part of a shorter taxable year. For purposes of restrictions on ownership, �capital shares�
means our common shares and any securities convertible into common shares.

Because the board believes it is essential for us to continue to qualify as a REIT, our declaration of trust generally provides
that no holder may own, or be deemed to own by virtue of the attribution provisions of the Internal Revenue Code, more
than 9.8% of our total outstanding capital shares. Any transfer of shares will not be valid if it would:

� create a direct or indirect ownership of shares in excess of 9.8% of our total outstanding capital shares;

� result in shares being owned by fewer than 100 persons;

� result in our being �closely held� within the meaning of Section 856(h) of the Internal Revenue Code; or

� result in our disqualification as a REIT.
Shares held by a person in excess of 9.8% of our total outstanding capital shares will automatically be deemed to be
transferred to us as trustee of a trust for the exclusive benefit of the transferees to whom those shares may ultimately be
transferred without violating the 9.8% ownership limit. Such excess shares shall be treated as treasury shares. While in trust,
these shares will not be entitled to vote (except as required by law), and will not be entitled to participate in dividends or
other distributions. All certificates representing capital shares will bear a legend referring to the restrictions described above.

All persons who own, directly or by virtue of the attribution provisions of the Internal Revenue Code, more than a specified
percentage of the outstanding common shares must file written notice with us containing the information specified in our
charter within 30 days after January 1 of each year. In addition, each common
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shareholder shall upon demand be required to disclose to us in writing such information with respect to the actual and
constructive ownership of shares as our board of trust managers deems necessary to comply with the provisions of the Code
applicable to a REIT or to comply with the requirements of any taxing authority or governmental agency.

These restrictions on ownership may have the effect of precluding the acquisition of control unless our board of trust
managers and shareholders determine that maintenance of REIT status is no longer in our best interests.

Business Combinations

Our declaration of trust requires that except in certain circumstances, a business combination between us and a related
person must be approved by the affirmative vote of the holders of not less than 80% of our outstanding common shares,
including the affirmative vote of the holders of not less than 50% of the outstanding common shares not owned by the
related person. However, the 50% voting requirement is not applicable if the business combination is approved by the
affirmative vote of the holders of not less than 90% of our outstanding common shares. Our declaration of trust provides that
a �business combination� is:

(1) any merger or consolidation, if and to the extent permitted by law, of us or our subsidiary, with or into a related person;

(2) any sale, lease, exchange, mortgage, pledge, transfer or other disposition of more than 35% of the book value of the total
assets of us and our subsidiaries (taken as a whole) as of the end of the fiscal year ending prior to the time the determination
is being made, to or with a related person;

(3) the issuance or transfer by us or our subsidiary (other than by way of a pro rata distribution to all shareholders) of any
securities by us or our subsidiary to a related person;

(4) any reclassification of securities (including any reverse share split) or recapitalization by us, the effect of which would
be to increase the voting power of the related person;

(5) the adoption of any plan or proposal for the liquidation or dissolution of us proposed by or on behalf of a related person
which involves any transfer of assets, or any other transaction, in which the related person has any direct or indirect interest
(except proportionally as a shareholder);

(6) any series or combination of transactions having, directly or indirectly, the same or substantially the same effect as any
of the foregoing; and

(7) any agreement, contract or other arrangement providing, directly or indirectly, for any of the foregoing.

A �related person� generally is defined in the declaration of trust to include any individual, corporation, partnership or other
person and the affiliates and associates of any such individual, corporation, partnership or other person which individually or
together is the beneficial owner in the aggregate of more than 50% of our outstanding common shares.

The 80% and 50% voting requirements outlined above will not apply, however, if:

(1) the trust managers by a vote of not less than 80% of the trust managers then holding office (a) have expressly approved
in advance the acquisition of our common shares that caused the related person to become a related person or (b) have
expressly approved the business combination prior to the date on which the related person involved in the business
combination shall have become a related person; or

(2) the business combination is solely between us and another corporation, 100% of the voting stock of which is owned
directly or indirectly by us; or

(3) the business combination is proposed to be consummated within one year of the consummation of a fair tender offer (as
defined in the declaration of trust) by the related person in which the business
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combination, the cash or fair market value of the property, securities or other consideration to be received per share by all
remaining holders of our common shares in the business combination is not less than the price offered in the fair tender
offer;

(4) all of the following conditions shall have been met:

(a) the business combination is a merger or consolidation, the consummation of which is proposed to take place within one
year of the date of the transaction pursuant to which such person became a related person and the cash or fair market value
of the property, securities or other consideration to be received per share by all remaining holders of common shares in the
business combination is not less than the highest per-share price, with appropriate adjustments for recapitalizations and for
share splits and share dividends, paid by the related person in acquiring any of its holdings of our common shares, which
shall constitute a �fair price;�

(b) the consideration to be received by such holders is either cash or, if the related person shall have acquired the majority of
its holdings of our common shares for a form of consideration other than cash, in the same form of consideration with which
the related person acquired such majority;

(c) after such person has become a related person and prior to consummation of such business combination:

� there shall have been no reduction in the annual rate of dividends, if any, paid per share on our
common shares (adjusted as appropriate for recapitalizations and for share splits, reverse share splits
and share dividends), except any reduction in such rate that is made proportionately with any decline in
our net income for the period for which such dividends are declared and except as approved by a
majority of the trust managers continuing in office; and

� such related person shall not have received the benefit, directly or indirectly (except proportionately as
a shareholder), of any loans, advances, guarantees, pledges or other financial assistance or any tax
credits or other tax advantages provided by us prior to the consummation of such business combination
(other than in connection with financing a fair tender offer); and

(d) proxy statement that conforms in all respects with the provisions of the Exchange Act and the rules and regulations
thereunder shall be mailed to holders of our common shares at least 30 days prior to the consummation of the business
combination for the purpose of soliciting shareholder approval of the business combination; or

(5) the �rights� (as defined below) shall have become exercisable.

If a person has become a related person and within one year after the date of the transaction pursuant to which the related
person became a related person, which shall be considered as the �acquisition date,�

(1) a business combination meeting all of the requirements of paragraphs (4)(a)(b)(c) and (d) above regarding the
applicability of the 80% voting requirement shall not have been consummated;

(2) a fair tender offer shall not have been consummated; and

(3) we have not been dissolved and liquidated,

then, in such event the beneficial owner of each common share (not including shares beneficially owned by the related
person) shall have the right (each a �right� and collectively the �rights�) which may be exercised subject to certain conditions,
commencing at the opening of business on the one-year anniversary date of the acquisition date and continuing for a period
of 90 days thereafter, subject to certain extensions, to sell to us on the terms set forth herein one share upon exercise of such
right. At 5:00 P.M., Houston, Texas time, on the last day of the exercise period, each right not exercised shall become void,
all rights in respect thereof shall cease as of such time and the certificates shall no longer represent rights.
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DESCRIPTION OF DEBT SECURITIES

We will prepare and distribute a prospectus supplement that describes the specific terms of the debt securities. In this section
of the prospectus, we describe the general terms we expect all debt securities will have. We also identify some of the
specific terms that will be described in a prospectus supplement. Although we expect that any debt securities we offer with
this prospectus will have the general terms we describe in this section, our debt securities may have terms that are different
from or inconsistent with the general terms we describe here. Therefore, you should read the prospectus supplement
carefully.

Any senior debt securities will be issued under a senior indenture dated as of May 1, 1995 between us and JPMorgan Chase
Bank, as trustee, and any subordinated debt securities will be issued under a subordinated indenture dated as of May 1, 1995
between us and JPMorgan Chase Bank, as trustee. The term �trustee� as used in this prospectus refers to any bank that we may
appoint as trustee under the terms of the applicable indenture, in its capacity as trustee for the senior securities or the
subordinated securities.

We have summarized specific terms and provisions of the indentures. The summary is not complete. The indentures have
been incorporated by reference as exhibits to the registration statement of which this prospectus is a part. We urge you to
read the indentures because they, and not this description, fully define the rights of holders of debt securities. The indentures
are subject to the Trust Indenture Act of 1939, as amended. To obtain copies of the indentures, see �Where You Can Find
More Information� on page 1.

General

Unless otherwise provided in the prospectus supplement, the debt securities (whether senior or subordinated) will be our
direct, unsecured general obligations. The senior debt securities will rank equally with all of our other unsecured and
unsubordinated indebtedness. The subordinated debt securities will be subordinated and junior in right of payment to the
prior payment in full of our present and future senior debt securities. See �Subordinated Debt Securities� on page 23.

The indentures do not limit the amount of debt securities that we can offer. Each indenture allows us to issue debt securities
up to the principal amount that may be authorized by us. We may issue additional debt securities without your consent. We
may issue debt securities in one or more series. All debt securities of one series need not be issued at the same time and,
unless otherwise provided, a series may be reopened, without the consent of the holders of the debt securities of such series,
for issuances of additional debt securities of such series.

Without your consent, we may engage in a highly leveraged transaction, a restructuring, a transaction involving a change in
control, or a merger or similar transaction that may adversely affect holders of debt securities. We will not list the debt
securities on any securities exchange.

Additional Terms of Debt Securities

A prospectus supplement and any supplemental indentures relating to any series of debt securities being offered will include
specific terms relating to the offering. These terms will include some or all of the following:

� the type and title of debt securities offered;

� any limit upon the total principal amount of the series of debt securities;

� the total principal amount and priority of the debt securities;
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� the percentage of the principal amount at which the debt securities will be issued and any payments due if the
maturity of the debt securities is accelerated;

� the dates on which the principal of and premium, if any, on the debt securities will be payable or the method of
determining such date;
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� the interest rates (which may be fixed or variable) that the debt securities will bear, or the method for determining
such rates;

� the dates from which the interest on the debt securities will accrue and be payable, or the method of determining
those dates;

� the date or dates on which interest will be payable and the record date or dates to determine the persons who will
receive payment;

� the place where principal of, premium, if any, and interest, on the debt securities will be payable or at which the
debt securities may be surrendered for registration of transfer or exchange;

� the period or periods within which, the price or prices at which, the currency (if other than U.S. dollars) in
which, and the other terms and conditions upon which, the debt securities may be redeemed, in whole or
in part, at our option, if we have that option;

� the obligation, if any, we have to redeem or repurchase the debt securities pursuant to any sinking fund or similar
provisions or upon the happening of a specified event or at the option of a holder; and the period or periods within
which, the price at which, and the other terms and conditions upon which, such debt securities shall be redeemed
or purchased, in whole or in part;

� the denominations in which the debt securities are authorized to be issued;

� if the amount of principal of, or premium, if any, or interest on, the debt securities may be determined with
reference to an index or pursuant to a formula or other method, the method in which such amounts will be
determined;

� the amount or percentage payable if we accelerate the maturity of the debt securities, if other than the principal
amount;

� any changes to or additional events of default or covenants set forth in the indentures;

� the terms of subordination, if any;

� any special tax implications of the debt securities, including provisions for original issue discount securities;

� provisions, if any, granting special rights to the holders of the debt securities if certain specified events occur; the
circumstances, if any, under which we will pay additional amounts on the debt securities held by non-U.S. persons
for taxes, assessments or similar charges;
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� whether the debt securities will be issued in registered or bearer form or both;

� the date as of which any debt securities in bearer form and any temporary global security representing
outstanding securities are dated, if other than the original issuance date of the debt securities;

� the forms of the securities and interest coupons, if any, of the series;

� if other than the trustee under the applicable indenture, the identity of the registrar and any paying agent
for the debt securities;

� any means of defeasance or covenant defeasance that may be specified in the debt securities;

� whether the debt securities are to be issued in whole or in part in the form of one or more temporary or permanent
global securities and, if so, the identity of the depositary or its nominee, if any, for the global security or securities
and the circumstances under which beneficial owners of interest in the global security may exchange those
interests for certificated debt securities to be registered in the name of, or to be held by, the beneficial owners or
their nominees;

� if the debt securities may be issued or delivered, or any installation of principal or interest may be paid, only upon
receipt of certain certificates or other documents or satisfaction of other conditions in addition to those specified in
the applicable indenture, the form of those certificates, documents or conditions;
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� any definitions for the debt securities for that series that are different from or in addition to the definitions
included in the applicable indentures;

� in the case of the subordinated indenture, the relative degree to which the debt securities shall be senior to or
junior to other securities, whether currently outstanding or to be offered in the future, and to other debt, in right of
payment;

� whether the debt securities are to be guaranteed and, if so, by identity of the guarantors and the terms of the
guarantees;

� the terms, if any, upon which the debt securities may be converted or exchanged into or for our common shares,
preferred shares or other securities or property;

� any restrictions on the registration, transfer or exchange of the debt securities; and

� any other terms consistent with the indenture.
Denominations, Interest, Registration and Transfer

Unless the prospectus supplement states differently, the debt securities of any series issued in registered form will be
issuable in denominations of $1,000 and integral multiples of $1,000. Unless the prospectus supplement states otherwise, the
debt securities of any series issued in bearer form will be issuable in denominations of $5,000.

Unless otherwise provided in the applicable prospectus supplement, the trustee will pay the principal of and any premium
and interest on the debt securities and will register the transfer of any debt securities at its offices.

However, at our option, we may distribute interest payments by mailing a check to the address of each holder of debt
securities that appears on the register for the debt securities.

Any interest on a debt security not punctually paid or duly provided for on any interest payment date will cease to be
payable to the holder on the applicable regular record date. This defaulted interest may be paid to the person in whose name
the debt security is registered at the close of business on a special record date for the payment of the defaulted interest. We
will set the special record date and give the holder of the debt security at least 10 days� prior notice. In the alternative, this
defaulted interest may be paid at any time in any other lawful manner, all as fully described in the applicable indenture.

Subject to any limitations imposed upon debt securities issued in book-entry form, the debt securities of any series will be
exchangeable for other debt securities of the same series and of a like aggregate principal amount and tenor of different
authorized denominations upon surrender to the applicable trustee of the debt securities. In addition, subject to any
limitations imposed upon debt securities issued in book-entry form, a holder may surrender the debt securities to the trustee
for conversion or registration of transfer. Every debt security surrendered for conversion, registration of transfer or exchange
will be duly endorsed or accompanied by a written instrument of transfer from the holder. A holder will not have to pay a
service charge for any registration of transfer or exchange of any debt securities, but we may require payment of a sum
sufficient to cover any applicable tax or other governmental charge.

If the prospectus supplement refers to any transfer agent, in addition to the applicable trustee that we initially designated
with respect to any series of debt securities, we may at any time rescind the designation of the transfer agent or approve a
change in the location through which the transfer agent acts, except that we will be required to maintain a transfer agent in
each place of payment for the series. We may at any time designate additional transfer agents with respect to any series of
debt securities.
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Neither we nor the trustee will be required to:

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

� register the transfer of or exchange any debt security, or portion thereof, called for redemption, except the
unredeemed portion of any debt security being redeemed in part; or

� issue, register the transfer of or exchange any debt security that has been surrendered for repayment at
the holder�s option, except the portion, if any, of the debt security not to be repaid.

Senior Debt Securities

Any additional senior debt securities we issue will rank equally in right of payment with the senior debt securities offered by
this prospectus and the applicable prospectus supplement. Further, the senior indenture does not prohibit us from issuing
additional debt securities that may rank equally in right of payment to the senior debt securities. Any senior debt securities
offered pursuant to the senior indenture will be senior in right of payment to all subordinated debt securities issued under the
subordinated indenture.

Subordinated Debt Securities

The subordinated debt securities will have a junior position to all of our senior debt. Under the subordinated indenture,
payment of the principal, interest and any premium on the subordinated debt securities will generally be subordinated and
junior in right of payment to the prior payment in full of all senior debt. The subordinated indenture provides that no
payment of principal, interest and any premium on the subordinated debt securities may be made in the event:

� of any insolvency, bankruptcy or similar proceeding involving us or our properties; or

� we fail to pay the principal, interest, any premium or any other amounts on any senior debt when due.
The subordinated indenture will not limit the amount of senior debt that we may incur. All series of subordinated debt
securities as well as other subordinated debt issued under the subordinated indenture will rank equally with each other in
right of payment.

The subordinated indenture prohibits us from making a payment of principal, premium, interest or sinking fund payments
for the subordinated debt securities during the continuance of any default on senior debt or any default under any agreement
pursuant to which the senior debt was issued beyond the grace period, unless and until the default on the senior debt is cured
or waived.

Upon any distribution of our assets in connection with any dissolution, winding up, liquidation, reorganization, bankruptcy
or other similar proceeding, the holders of all senior debt securities will first be entitled to receive payment in full of the
principal, any premium and interest due on the senior debt before the holders of the subordinated debt securities are entitled
to receive any payment. Because of this subordination, if we become insolvent, our creditors who are not holders of senior
debt or of the subordinated debt securities may recover less, ratably, than holders of senior debt but may recover more,
ratably, than holders of the subordinated debt securities.

Global Certificates
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debt securities issued in the form of a global certificate to be deposited with
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DTC will be represented by a global certificate registered in the name of DTC or its nominee. This means that we will not
issue certificates to each holder. Generally, we will issue global securities in the total principal amount of the debt securities
in a series. Debt securities in the form of a global certificate may not be transferred except as a whole among DTC, its
nominee or a successor to DTC and any nominee of that successor.

We may determine not to use global certificates for any series. In that event, we will issue debt securities in certificated
form.

The laws of some jurisdictions require that certain purchasers of securities take physical delivery of securities in certificated
form. Those laws and some conditions on transfer of global securities may impair the ability to transfer interests in global
securities.

Ownership of Global Securities

So long as DTC or its nominee is the registered owner of a global security, that entity will be the sole holder of the debt
securities represented by that instrument. Both we and the trustee are only required to treat DTC or its nominee as the legal
owner of those securities for all purposes under the indentures.

Unless otherwise specified in this prospectus or the prospectus supplement, no actual purchaser of debt securities
represented by a global security will be entitled to receive physical delivery of certificated securities or will be considered
the holder of those securities for any purpose under the indentures. In addition, no actual purchaser will be able to transfer or
exchange global securities unless otherwise specified in this prospectus or the prospectus supplement. As a result, each
actual purchaser must rely on the procedures of DTC to exercise any rights of a holder under the applicable indenture. Also,
if an actual purchaser is not a DTC participant, the actual purchaser must rely on the procedures of the participant through
which it owns its interest in a global security.

The Depository Trust Company

DTC acts as securities depositary for notes. DTC is:

� a limited-purpose trust company organized under the New York Banking Law;

� a �banking organization� under the New York Banking Law;

� a member of the Federal Reserve System;

� a �clearing corporation� under the New York Uniform Commercial Code; and

� a �clearing agency� registered under the provision of Section 17A of the Securities Exchange Act of 1934.
DTC holds securities that its direct participants deposit with DTC. DTC also facilitates the settlement among direct
participants of securities transactions, such as transfers and pledges, in deposited securities through electronic computerized
book-entry changes in direct participants� accounts, thereby eliminating the need for physical movement of securities
certificates.

Direct participants of DTC include securities brokers and dealers (including underwriters), banks, trust companies, clearing
corporations, and certain other organizations. DTC is owned by a number of its direct participants and by The New York
Stock Exchange, Inc., the American Stock Exchange, Inc. and the National Association of Securities Dealers, Inc. Indirect
participants of DTC, such as securities brokers and dealers, banks and trust companies, can also access the DTC system if
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If you are not a direct participant or an indirect participant and you wish to purchase, sell or otherwise transfer ownership of,
or other interests in, the notes, you must do so through a direct participant or an indirect
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participant. DTC agrees with and represents to DTC participants that it will administer its book-entry system in accordance
with its rules and by-laws and requirements of law. The SEC has on file a set of the rules applicable to DTC and its direct
participants.

To facilitate subsequent transfers, all notes deposited with DTC are registered in the name of DTC�s nominee, Cede & Co.
The deposit of notes with DTC and their registration in the name of Cede & Co. has no effect on beneficial ownership. DTC
has no knowledge of the actual beneficial owners of the notes. DTC�s records reflect only the identity of the direct
participants to whose accounts such notes are credited, which may or may not be the beneficial owners. The participants will
remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to direct participants, by direct participants to indirect
participants and by direct and indirect participants to beneficial owners will be governed by arrangements among them,
subject to any statutory or regulatory requirements as may be in effect from time to time.

Book-Entry Format

Under the book-entry format, the trustee will pay interest or principal payments to Cede & Co., as nominee of DTC. DTC
will forward the payment to the direct participants, who will then forward the payment to the indirect participants or to the
beneficial owners. You may experience some delay in receiving your payments under this system.

Initial settlement for the global notes will be made in immediately available funds. Secondary market trading between DTC�s
participants will occur in the ordinary way in accordance with DTC�s rules and will be settled in immediately available funds
using DTC�s Same-Day Funds Settlement System.

Although DTC has agreed to the foregoing procedures in order to facilitate transfers of interests in the notes among
participants of DTC, it is under no obligation to perform or continue to perform the foregoing procedures and these
procedures may be changed or discontinued at any time.

The trustee will not recognize you as a holder under the indenture, and you can only exercise the rights of a holder indirectly
through DTC and its direct participants. DTC has advised us that it will only take action regarding a note if one or more of
the direct participants to whom the note is credited direct DTC to take such action. DTC can only act on behalf of its direct
participants. Your ability to pledge notes to indirect participants, and to take other actions, may be limited because you will
not possess a physical certificate that represents your notes.

Certificated Notes

Unless and until they are exchanged, in whole or in part, for notes in definitive form in accordance with the terms of the
notes, notes may not be transferred except as a whole by DTC to a nominee of DTC; as a whole by a nominee of DTC to
DTC or another nominee of DTC; or as a whole by DTC or nominee of DTC to a successor of DTC or a nominee of such
successor.

We will issue notes to you or your nominees, in fully certificated registered form, rather than to DTC or its nominees, only
if:

� we advise the trustee in writing that DTC is no longer willing or able to discharge its responsibilities properly or
that DTC is no longer a registered clearing agency under the Securities Exchange Act of 1934, and the trustee or
we are unable to locate a qualified successor within 90 days;
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� there has occurred and is continuing an Event of Default or any event which after notice or lapse of time or both
would be an Event of Default, in which case we will issue notes to a holder of a beneficial interest in the notes at
the request of that beneficial holder; or

� we, at our option, elect to terminate use of the book-entry system through DTC.
If any of the above events occurs, DTC is required to notify all direct participants that notes in fully certificated registered
form are available through DTC. DTC will then surrender the global notes along with instructions for re-registration. The
trustee will re-issue the notes in full certificated registered form and will recognize the registered holders of the certificated
notes as holders under the senior indenture.

Transfer or Exchange of Debt Securities

You may transfer or exchange debt securities (other than global securities) without a service charge at the corporate trust
office of the trustee. You may also surrender debt securities (other than global securities) for conversion or registration of
transfer without a service charge at the corporate trust office of the trustee. You must execute a proper form of transfer and
pay any taxes or other governmental charges resulting from that action.

Transfer Agent

If we designate a transfer agent (in addition to the trustee) in a prospectus supplement, we may at any time rescind this
designation or approve a change in the location through which any such transfer agent acts. We will, however, be required to
maintain a transfer agent in each place of payment for a series of debt securities. We may at any time designate additional
transfer agents for a series of debt securities.

Certain Covenants

Under the indentures, we are required to:

� pay the principal, interest and any premium on the debt securities when due;

� maintain a place of payment;

� deliver a report to the trustee at the end of each fiscal year certifying our compliance with all of our
obligations under the indentures;

� deposit sufficient funds with any paying agent on or before the due date for any principal, interest or any
premium;

� maintain an unencumbered total asset value (as defined in the indentures) in an amount of not less than 100% of
the aggregate principal amount of all our outstanding debt;

� except as described under ��Merger, Consolidation and Sale of Assets,� do or cause to be done all things
necessary to preserve and keep in full force and effect our existence, rights (declaration of trust and
statutory) and franchises, unless the board of trust managers determines that the preservation thereof is
no longer desirable in the conduct of our business;
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� cause all of our material properties used or useful for the conduct of our business to be maintained and kept in
good condition, repair and working order and we will cause to be made all necessary repairs, renewals,
replacements, betterments and improvements of our material properties to be made, all as in our judgment may be
necessary so that the business carried on in connection therewith may be properly and advantageously conducted
at all times;

� keep all of our insurable properties insured against loss or damage at least equal to their then full insurable value
with insurers of recognized responsibility and, if such insurer has publicly rated debt, the rating for such debt must
be at least investment grade with the nationally recognized rating agencies; pay or discharge or cause to be paid or
discharged, before they shall become delinquent,
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(1) all taxes, assessments and governmental charges levied or imposed upon us or upon our income, profits or
property, and (2) all lawful claims for labor, materials and supplies which, if unpaid, might by law become a lien
upon our property; provided, however, we are not required to pay or discharge any such tax, assessment, charge or
claim whose amount, applicability or validity is being contested in good faith; and

� transmit by mail to all holders of debt securities, without cost to such holders, and file with the trustee copies of
the annual reports, quarterly reports and other documents which we file with the SEC pursuant to Sections 13 and
15(d) of the Exchange Act.

Under the indentures, we may not:

� incur or permit a subsidiary to incur any debt (as defined in the indentures) which causes the aggregate
principal amount of all our outstanding debt to become greater than 60% of the sum of (1) our total
assets (as defined in the indentures) at the end of the calendar quarter covered in our then most recent
10-K or 10-Q and (2) the purchase price of any real estate assets or mortgages receivable acquired and
any securities offering proceeds received since the end of such calendar quarter to the extent such
proceeds were not used by us to acquire real estate assets or mortgages receivable or used to reduce debt;

� incur or permit a subsidiary to incur any debt if our ratio of consolidated income available for debt
service (as defined in the indentures) to the annual service charge (as defined in the indentures) shall
have been less than 2.5 for the four quarters then most recently ended; and

� incur any debt or permit a subsidiary to incur any debt secured by any mortgage lien, charge, pledge, encumbrance
or security interest in which the aggregate principal amount of all our outstanding secured debt is greater than 40%
of our total assets.

Events of Default, Notice and Waiver

Events of default under the indentures for any series of debt securities include:

� failure for 30 days to pay interest on any debt securities of that series;

� failure to pay principal of, or premium, if any, on any debt securities of that series;

� failure to pay any sinking fund payment when due;

� failure to perform or breach of any covenant or warranty contained in the indentures (other than a
covenant added to the indentures solely for the benefit of a particular series of debt securities), which
continues for 60 days after written notice as provided in the indenture;

� default under any of our other debt instruments with an aggregate principal amount outstanding of at least
$10,000,000; or
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� events of bankruptcy, insolvency or reorganization, or court appointment of a receiver, liquidator or trustee.
An event of default for a particular series of debt securities does not necessarily constitute an event of default for any other
series of debt securities issued under an indenture. The trustee may withhold notice to the holders of debt securities of any
default (except in the payment of principal or interest) if it considers such withholding of notice to be in the best interests of
the holders.

If an event of default for any series of debt securities occurs and continues, the trustee or the holders of at least 25% of the
total principal amount of the debt securities of the series may declare the entire principal of that series due and payable
immediately. If an event of default occurs due to bankruptcy, insolvency or reorganization or court appointment of a
receiver, liquidator or trustee, no advance notice of acceleration is required; acceleration is automatic.
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Each indenture provides that, if an event of default has occurred, the trustee is to use the degree of care a prudent person
would use in the conduct of his own affairs. Subject to those provisions, the trustee is under no obligation to exercise any of
its rights or powers under an indenture at the request of any of the holders of the debt securities of a series unless they have
furnished to the trustee reasonable security or indemnity.

Each indenture provides that, after a declaration of acceleration, but before a judgment or decree for payment of the money
due has been obtained by the trustee, the holders of a majority in aggregate principal amount of the debt securities of that
series, by written notice to us and the trustee, may rescind and annul such declaration if:

� we have paid, or deposited with the trustee a sum sufficient to pay:

� all overdue interest on all debt securities of the applicable series;

� the principal of and premium, if any, on any debt securities of the applicable series which have become due
other than by such declaration of acceleration, plus interest thereon at the rate borne by the debt securities;

� to the extent that payment of such interest is lawful, interest upon overdue interest at the rate borne by the
debt securities;

� all sums paid or advanced by the trustee under the indenture and the reasonable compensation, expenses,
disbursements and advances of the trustee, its agents and counsel; and

� all events of default, other than the non-payment of principal of the debt securities which have become due solely
by such declaration of acceleration, have been cured or waived.

The trustee is required to give notice to the holders of debt securities within 90 days of a default under the applicable
indenture unless such default shall have been cured or waived; provided, however, that the trustee may withhold notice to
the holders of any series of debt securities of any default with respect to such series (except a default in the payment of the
principal of, and premium, if any, or interest on any debt security of such series or in the payment of any sinking fund
installment in respect of any debt security of such series) if the trustee considers such withholding to be in the interest of the
holders.

Limitation on Suits

The indentures limit the right of holders of debt securities to institute legal proceedings. No holder of any debt securities will
have the right to bring a claim under an indenture unless:

� the holder has given written notice to the trustee of default under the terms of that series of debt;

� the holders of not less than 25% of the aggregate principal amount of debt securities of that series shall have made
a written request to the trustee to bring the claim and furnished the trustee reasonable indemnification as it may
require;

Edgar Filing: PROSPECT CAPITAL CORP - Form POS EX

Table of Contents 61



� the trustee has not commenced an action within 60 days of receipt of the notice, request and offer of indemnity;
and

� no direction inconsistent with a request has been given to the trustee by the holders of not less than a majority of
the aggregate principal amount of the debt securities.

The holders of a majority in aggregate principal amount of any series of debt securities may direct the time, method and
place of conducting any proceeding for any remedy available to the trustee or exercising any power conferred on the trustee
with respect to the securities of any series; provided, however, that

� the direction does not conflict with any rule of law or an indenture;

� the trustee may take any action it deems proper and which is consistent with the direction of the holders; and
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� the trustee is not required to take any action that would unduly prejudice the holders of the debt securities not
taking part in the action or would impose personal liability on the trustee.

Modification of the Indentures

In order to change or modify an indenture, we must obtain the consent of holders of at least a majority in principal amount
of all outstanding debt securities affected by that change. The consent of holders of at least a majority in principal amount of
each series of outstanding debt securities is required to waive compliance by us with specific covenants in an indenture. We
must obtain the consent of each holder affected by a change:

� to extend the maturity, or to reduce the principal, redemption premium or interest rate;

� change the place of payment, or the coin or currency, for payment;

� limit the right to sue for payment;

� reduce the level of consents needed to approve a change to an indenture; or

� modify any of the foregoing provisions or any of the provisions relating to the waiver of certain past defaults or
certain covenants, except to increase the required level of consents needed to approve a change to an indenture.

Defeasance

Unless stated otherwise in a prospectus supplement, we will be able to discharge our obligations under debt securities at any
time by taking the actions described below. The discharge of all obligations using this process is known as �defeasance.� If we
defease debt securities, all obligations under the series of debt securities that is defeased will be deemed to have been
discharged, except for:

� the rights of holders of outstanding debt securities to receive, solely from funds deposited for this
purpose, payments in respect of the principal of, premium, if any, and interest on those debt securities
when the payments are due;

� the obligations with respect to the debt securities concerning issuing temporary debt securities, registration of debt
securities, mutilated, destroyed, lost or stolen debt securities, and the maintenance of an office or agency for
payment and money for security payments held in trust;

� the rights, powers, trusts, duties and immunities of the trustee; and

� the defeasance provisions of the indenture.
We will also be able to free ourselves from certain covenants that are described in the indentures by taking the actions
described below. The discharge of obligations using this process is known as �covenant defeasance.� If we defease covenants
under debt securities, then certain events (not including non-payment, enforceability of any guarantee, bankruptcy and
insolvency events) described under � � Events of Default, Notice and Waiver� will no longer constitute an event of default with
respect to the debt securities.
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Unless stated otherwise in a prospectus supplement, in order to exercise either defeasance or covenant defeasance as to the
outstanding debt securities of a series:

� we must irrevocably deposit with the trustee, in trust, for the benefit of the holders of the debt securities of the
applicable series, an amount in (1) currency in which those debt securities are then specified as payable at
maturity, (2) government securities (as defined in the applicable indenture) or (3) any combination thereof, as will
be sufficient, in the opinion of a nationally recognized firm of independent public accountants expressed in a
written certification thereof delivered to the trustee, to pay and discharge the principal of, premium, if any, and
interest on the debt securities of the applicable series on the stated maturity of such principal or installment of
principal or interest and any mandatory sinking fund payments;
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� in the case of defeasance, we will deliver to the trustee an opinion of counsel confirming that either:

� we have received from, or there has been published by, the Internal Revenue Service a ruling, or

� since the date we issued the applicable debt securities, there has been a change in the applicable federal
income tax law,

the effect of either being that the holders of the outstanding debt securities of the applicable series will not recognize
income, gain or loss for federal income tax purposes as a result of such defeasance and will be subject to federal income tax
on the same amounts, in the same manner and at the same times as would have been the case if such defeasance had not
occurred;

� in the case of covenant defeasance, we will deliver to the trustee an opinion of counsel to the effect that the
holders of the debt securities of the applicable series will not recognize income, gain or loss for federal
income tax purposes as a result of such covenant defeasance and will be subject to federal income tax on the
same amounts, in the same manner and at the same times as would have been the case if such covenant
defeasance had not occurred;

� no default or event of default shall have occurred and be continuing on the date of such deposit or insofar as
Sections 501(6) and 501(7) of the indentures are concerned, at any time during the period ending on the 91st

day after the date of deposit;

� the defeasance or covenant defeasance shall not result in a breach or violation of, or constitute a default
under, the indenture or any other material agreement or instrument to which we are a party or by which we
are bound;

� we will deliver to the trustee an officers� certificate and an opinion of counsel, each stating that all conditions
precedent provided for that relate to either the defeasance or the covenant defeasance, as the case may be,
have been met; and

� we will deliver to the trustee an opinion of counsel to the effect that either (1) as a result of the deposit
pursuant to the first bullet in this paragraph and the election to defease, registration is not required under the
Investment Company Act of 1940, as amended, with respect to the trust funds representing the deposit, or
(2) all necessary registrations under the Investment Company Act have been effected.

Conversion

Debt securities may be convertible into or exchangeable for common shares or preferred shares. The prospectus supplement
will describe the terms of any conversion rights. To protect our status as a REIT, debt securities are not convertible if, as a
result of that conversion, any person would then be deemed to own, directly or indirectly, more than 9.8% of our capital
shares. See �Restrictions On Ownership� on 18.

Merger, Consolidation and Sale of Assets

Each indenture generally permits us to consolidate or merge with another entity. The indentures also permit us to sell all or
substantially all of our property and assets. If this happens, the remaining or acquiring entity must assume all of our
responsibilities and liabilities under the indentures including the payment of all amounts due on the debt securities and
performance of the covenants in the indentures. However, we will only consolidate or merge with or into any other entity or
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sell all or substantially all of our assets according to the terms and conditions of the indentures. The remaining or acquiring
entity will be substituted for us in the indentures with the same effect as if it had been an original party to the indentures.
Thereafter, the successor entity may exercise our rights and powers under any indenture, in our name or in its own name.
Any act or proceeding required or permitted to be done by our board of trust managers or any of our officers may be done
by the board or officers of the successor entity.
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Modifications and Amendments

Unless stated otherwise in a prospectus supplement, we and the trustee may modify and amend either indenture with the
consent of the holders of a majority in aggregate principal amount of the outstanding debt securities of all series affected by
the modification or amendment; provided, however, that no modification or amendment may, without the consent of the
holder of each outstanding debt security of all series affected by the modification or amendment:

� change the stated maturity of the principal of, or any installment of interest on, any debt security;

� reduce the principal amount thereof or the rate of interest thereon or any premium payable upon the
redemption thereof;

� change the currency in which the principal or premium, if any, of any debt security or the interest thereon is
payable;

� reduce the percentage in principal amount of outstanding debt securities of any series for which the consent of the
holders is required for any such supplemental indenture, or for any waiver of compliance with certain provisions
of the indenture or certain defaults; or

� modify any of the provisions that relate to supplemental indentures and that require the consent of holders, that
relate to the waiver of past defaults, that relate to the waiver of certain covenants, except to increase the
percentage in principal amount of outstanding debt securities required to take such actions or to provide that
certain other provisions of the indenture cannot be modified or waived without the consent of the holder of each
debt security affected thereby.

Unless we say otherwise in a prospectus supplement, we and the trustee may modify and amend either indenture without the
consent of the holders if the modification or amendment does only the following:

� evidences the succession of another person to us and the assumption by any such successor of any covenants
under the indenture and in the debt securities of any series;

� adds to our covenants for the benefit of the holders of all or any series of debt securities or surrenders any of our
rights or powers;

� adds any additional event of default for the benefit of the holders of all or any series of debt securities;

� adds or changes any provisions to the extent necessary to provide that bearer securities may be registrable as to
principal, to change or eliminate any restrictions on the payment of principal of or any premium or interest on
bearer securities, to permit bearer securities to be issued in exchange for registered securities or bearer of
securities of other authorized denominations, or to permit or facilitate the issuance of securities in uncertificated
form;
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� changes or eliminates any provision affecting only debt securities not yet issued;

� secures the debt securities of any series;

� establishes the form or terms of debt securities of any series not yet issued;

� evidences and provides for successor trustees or adds or changes any provisions of the indenture to the
extent necessary to permit or facilitate the appointment of a separate trustee or trustees for specific series
of debt securities;

� cures any ambiguity, corrects or supplements any provisions which may be defective or inconsistent with any
other provision, or makes any other provisions with respect to matters or questions arising under the indenture
which shall not be inconsistent with the provisions of the indenture; provided, however, that no such modification
or amendment may adversely affect the interest of holders of debt securities of any series then outstanding in any
material respect; or
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� supplements any provision of the indenture to such extent as shall be necessary to permit the facilitation
of defeasance and discharge of any series of debt securities; provided, however, that any such action may
not adversely affect the interest of holders of debt securities of any series then outstanding in any
material respect.

Original Issue Discount

We may issue debt securities under either indenture for less than their stated principal amount. Such securities may be
treated as �original issue discount securities,� and they may be subject to special tax consequences. In addition, some debt
securities that are offered and sold at their stated principal amount may, under certain circumstances, be treated as issued at
an original issue discount for federal income tax purposes. We will describe the federal income tax consequences and other
special consequences applicable to securities treated as original issue discount securities in the prospectus supplement
relating to such securities. �Original issue discount security� generally means any debt security that:

� does not provide for the payment of interest prior to maturity; or

� is issued at a price lower than its face value and provides that upon redemption or acceleration of its
stated maturity an amount less than its principal amount shall become due and payable.

Governing Law

Unless stated otherwise in a prospectus supplement, each indenture and the debt securities will be governed by the laws of
the State of New York.

DESCRIPTION OF WARRANTS

We may issue warrants for the purchase of preferred shares or common shares. We may issue warrants independently or
together with debt securities, preferred shares or common shares or attached to or separate from the offered securities. We
will issue each series of warrants under a separate warrant agreement between us and a bank or trust company as warrant
agent, as specified in the applicable prospectus supplement.

The warrant agent will act solely as our agent in connection with the warrants and will not act for or on behalf of warrant
holders. The following sets forth certain general terms and provisions of the warrants that may be offered under this
registration statement. Further terms of the warrants and the applicable warrant agreements will be set forth in the applicable
prospectus supplement.

The applicable prospectus supplement will describe the terms of the warrants in respect of which this prospectus is being
delivered, including, where applicable, the following:

� the title of such warrants;

� the aggregate number of such warrants;

� the price or prices at which such warrants will be issued;

� the type and number of securities purchasable upon exercise of such warrants;
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� the designation and terms of the other offered securities, if any, with which such warrants are issued and
the number of such warrants issued with each such offered security;

� the date, if any, on and after which such warrants and the related securities will be separately transferable;

� the price at which each security purchasable upon exercise of such warrants may be purchased;

� the date on which the right to exercise such warrants shall commence and the date on which such right shall
expire;

33

Edgar Filing: PROSPECT CAPITAL CORP - Form POS EX

Table of Contents 70



Table of Contents

� the minimum or maximum amount of such warrants that may be exercised at any one time;

� information with respect to book-entry procedures, if any;

� any anti-dilution protection;

� a discussion of certain federal income tax considerations; and

� any other terms of such warrants, including terms, procedures and limitations relating to the
transferability, exercise and exchange of such warrants.

Warrant certificates will be exchangeable for new warrant certificates of different denominations and warrants may be
exercised at the corporate trust office of the warrant agent or any other office indicated in the applicable prospectus
supplement. Prior to the exercise of their warrants, holders of warrants will not have any of the rights of holders of the
securities purchasable upon such exercise or to any dividend payments or voting rights as to which holders of the preferred
shares or common shares purchasable upon such exercise may be entitled.

Each warrant will entitle the holder to purchase for cash such number of preferred shares or common shares, at such exercise
price as shall, in each case, be set forth in, or be determinable as set forth in, the applicable prospectus supplement relating
to the warrants offered thereby. Unless otherwise specified in the applicable prospectus supplement, warrants may be
exercised at any time up to 5:00 p.m. New York City time on the expiration date set forth in applicable prospectus
supplement. After 5:00 p.m. time on the expiration date, unexercised warrants will become void.

Warrants may be exercised as set forth in the applicable prospectus supplement relating to the warrants. Upon receipt of
payment and the warrant certificate properly completed and duly executed at the corporate trust office of the warrant agent
or any other office indicated in the applicable prospectus supplement, we will, as soon as practicable, forward the securities
purchasable upon such exercise. If less than all of the warrants are presented by such warrant certificate of exercise, a new
warrant certificate will be issued for the remaining amount of warrants.

FEDERAL INCOME TAX CONSEQUENCES

The following discussion summarizes our taxation and the material federal income tax consequences associated with an
investment in our securities. The tax treatment of security holders will vary depending upon the holder�s particular situation,
and this discussion addresses only holders that hold securities as a capital asset and does not deal with all aspects of taxation
that may be relevant to particular holders in light of their personal investment or tax circumstances. This section also does
not deal with all aspects of taxation that may be relevant to certain types of holders to which special provisions of the federal
income tax laws apply, including:

� dealers in securities or currencies;

� traders in securities that elect to use a mark-to-market method of accounting for their securities holdings;

� banks and other financial institutions;

� tax-exempt organizations (except to the limited extent discussed in ��Taxation of Tax-Exempt Shareholders�);
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� certain insurance companies;

� persons liable for the alternative minimum tax;

� persons that hold securities as a hedge against interest rate or currency risks or as part of a straddle or conversion
transaction;
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� non-U.S. individuals and foreign corporations (except to the limited extent discussed in ��Taxation of Non-U.S.
Holders�); and

� holders whose functional currency is not the U.S. dollar.
The statements in this section are based on the Internal Revenue Code of 1986, as amended, its legislative history, current
and proposed regulations under the Code, published rulings and court decisions. This summary describes the provisions of
these sources of law only as they are currently in effect. All of these sources of law may change at any time, and any change
in the law may apply retroactively. 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.

This section is not a substitute for careful tax planning. We urge you to consult your tax advisor regarding the specific tax
consequences to you of ownership of our securities and of our election to be taxed as a REIT. Specifically, you should
consult your tax advisor regarding the federal, state, local, foreign, and other tax consequences to you regarding the
purchase, ownership and sale of our securities. You should also consult with your tax advisor regarding the impact of
potential changes in the applicable tax laws.

Taxation of Weingarten Realty Investors as a REIT

We have elected to be taxed as a REIT under Sections 856 through 860 of the Code, commencing with our taxable year
ended December 31, 1985. Locke Lord Bissell & Liddell LLP has provided us an opinion that for our taxable year ended
December 31, 2007 we qualified as a REIT under the Code, that we are organized and our manner of operation is in
conformity with the requirements for qualification and taxation as a REIT under the Code as of the date of this Registration
Statement, and that our proposed manner of operation and diversity of equity ownership will enable us to continue to satisfy
the requirements for qualification and taxation as a REIT under the Code for 2008. You should be aware, however, that
opinions of counsel are not binding upon the Internal Revenue Service or any court. In providing its opinion, Locke Lord
Bissell & Liddell LLP is relying, as to certain factual matters, upon the statements and representations contained in
certificates provided to Locke Lord Bissell & Liddell LLP by us.

Our qualification as a REIT will depend upon our continuing satisfaction of the requirements of the Code relating to
qualification for REIT status. Some of these requirements depend upon actual operating results, distribution levels, diversity
of share ownership, asset composition, source of income and record keeping. Accordingly, while we intend to continue to
qualify to be taxed as a REIT, the actual results of our operations for any particular year might not satisfy these
requirements. Locke Lord Bissell & Liddell LLP will not monitor our compliance with the requirements for REIT
qualification on an ongoing basis. Accordingly, no assurance can be given that the actual results of our operation for any
particular taxable year will satisfy such requirements. For a discussion of the tax consequences of our failure to qualify as a
REIT. See ��Failure to Qualify as a REIT� below.

The sections of the Code relating to qualification and operation as a REIT, and the federal income taxation of a REIT and its
shareholders, are highly technical and complex. The following discussion sets forth only the material aspects of those
sections. This summary is qualified in its entirety by the applicable Code provisions and the related rules and regulations.

As a REIT, we generally are not subject to federal income tax on the taxable income that we distribute to our
shareholders. The benefit of that tax treatment is that it avoids the �double taxation,� or taxation at both the corporate and
shareholder levels, that generally results from owning shares in a corporation. Our distributions, however, will generally not
be eligible for (i) the lower rate of tax applicable to dividends received by an individual from a �C corporation� (as defined
below) or (ii) the corporate dividends received deduction. Further, we will be subject to federal tax in the following
circumstances:

� First, we will have to pay tax at regular corporate rates on any undistributed real estate investment trust taxable
income, including undistributed net capital gains.
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� Second, under certain circumstances, we may have to pay the alternative minimum tax on items of tax preference.

� Third, if we have (a) net income from the sale or other disposition of �foreclosure property,� as defined in the Code,
which is held primarily for sale to customers in the ordinary course of business or (b) other non-qualifying income
from foreclosure property, we will have to pay tax at the highest corporate rate on that income.

� Fourth, if we have net income from �prohibited transactions,� as defined in the Code, we will have to pay a 100%
tax on that income. Prohibited transactions are, in general, certain sales or other dispositions of property, other
than foreclosure property, held primarily for sale to customers in the ordinary course of business. We do not
intend to engage in prohibited transactions. We cannot assure you, however, that we will only make sales that
satisfy the requirements of the applicable safe harbors or that the IRS will not successfully assert that one or more
of such sales are prohibited transactions.

� Fifth, if we should fail to satisfy the 75% gross income test or the 95% gross income test, as discussed below
under ��REIT Qualification,� but we have nonetheless maintained our qualification as a REIT because we have
satisfied other requirements necessary to maintain REIT qualification, we will have to pay a 100% tax on an
amount equal to (a) the gross income attributable to the greater of (i) 75% of our gross income over the amount of
gross income that is qualifying income for purposes of the 75% test, and (ii) 95% of our gross income over the
amount of gross income that is qualifying income for purposes of the 95% test, multiplied by (b) a fraction
intended to reflect our profitability.

� Sixth, if we fail, in more than a de minimis fashion, to satisfy one or more of the asset tests under the REIT
provisions of the Code for any quarter of a taxable year, but nonetheless continue to qualify as a REIT because we
qualify under certain relief provisions, we will likely be required to pay a tax of the greater of $50,000 or a tax
computed at the highest corporate rate on the amount of net income generated by the assets causing the failure
from the date of failure until the assets are disposed of or we otherwise return to compliance with the asset test.

� Seventh, if we fail to satisfy one or more of the requirements for REIT qualification under the REIT provisions of
the Code (other than the income tests or the asset tests), we nevertheless may avoid termination of our REIT
election in such year if the failure is due to reasonable cause and not due to willful neglect and we pay a penalty of
$50,000 for each failure to satisfy the REIT qualification requirements.

� Eighth, if we should fail to distribute during each calendar year at least the sum of (1) 85% of our real estate
investment trust ordinary income for that year, (2) 95% of our real estate investment trust capital gain net income
for that year and (3) any undistributed taxable income from prior periods, we would have to pay a 4% excise tax
on the excess of that required dividend over the amounts actually distributed.

� Ninth, if we acquire any appreciated asset from a C corporation in certain transactions in which we must adopt the
basis of the asset or any other property in the hands of the C corporation as our basis of the asset, and we
recognize gain on the disposition of that asset during the 10-year period beginning on the date on which we
acquired that asset, then we will have to pay tax on the built-in gain at the highest regular corporate rate. In
general, a �C corporation� means a corporation that has to pay full corporate-level federal income tax.

� Tenth, a 100% tax may be imposed on some items of income and expense that are directly or
constructively earned or paid in a transaction between us and one of our taxable REIT subsidiaries (as
defined under ��REIT Qualification�) if and to the extent that the IRS successfully adjusts the reported
amounts of these items.
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REIT Qualification

To qualify as a REIT, we must elect to be treated as a REIT, and we must meet various (a) organizational requirements,
(b) gross income tests, (c) asset tests, and (d) annual dividend requirements.

Organizational Requirements. The Code defines a REIT as a corporation, trust or association:

� that is managed by one or more trustees or directors;

� the beneficial ownership of which is evidenced by transferable shares, or by transferable certificates of beneficial
interest;

� that would otherwise be taxable as a domestic corporation, but for Sections 856 through 859 of the Code;

� that is neither a financial institution nor an insurance company to which certain provisions of the Code apply;

� the beneficial ownership of which is held by 100 or more persons;

� during the last half of each taxable year, not more than 50% in value of the outstanding shares of which is owned,
directly or constructively, by five or fewer individuals, as defined in the Code to also include certain entities; and

� which meets certain other tests, described below, regarding the nature of its income and assets.
The Code provides that the conditions described in the first through fourth bullet points above must be met during the entire
taxable year and that the condition described in the fifth bullet point above must be met 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.

We believe that we have been organized, have operated and have issued sufficient shares to satisfy the conditions described
in all seven bullet points set forth above. Our charter provides for restrictions regarding the ownership and transfer of our
capital shares. These restrictions are intended to assist us in continuing to satisfy the share ownership requirements
described in the fifth and sixth bullet points set forth above. The ownership and transfer restrictions pertaining to capital
shares are described earlier under the heading ��Restrictions on Ownership.�

For purposes of determining share ownership under the sixth bullet point, 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 the sixth bullet point.

A corporation that is a �qualified REIT subsidiary� is 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 that does not join with the REIT in making a taxable REIT subsidiary
election. A �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.

Edgar Filing: PROSPECT CAPITAL CORP - Form POS EX

Table of Contents 76



An unincorporated domestic entity, such as a limited liability company, that has a single owner, generally is not treated as an
entity separate from its owner 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
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of a REIT that is a partner in a partnership, 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.

If a REIT is a partner in a partnership, Treasury Regulations provide that the REIT will be deemed to own its proportionate
capital share of the assets of the partnership and will be deemed to be entitled to the income of the partnership attributable to
that capital share. In addition, the character of the assets and gross income of the partnership will retain the same character
in the hands of the REIT for purposes of Section 856 of the Code, including satisfying the gross income tests and the asset
tests. In addition, actions taken by any entity that is either a disregarded entity (including a qualified REIT subsidiary) or
partnership in which we own an interest, either directly or through one or more tiers of disregarded entities (including
qualified REIT subsidiaries) or partnerships, can affect our ability to satisfy the REIT income and assets tests and the
determination of whether we have net income from prohibited transactions. Accordingly, for purposes of this discussion,
when we discuss our actions, income or assets we intend that to include the actions, income or assets of any entity that is
either a disregarded entity (including a qualified REIT subsidiary) or a partnership for U.S. federal income tax purposes in
which we maintain an interest.

Taxable REIT Subsidiaries. A taxable REIT subsidiary, or a �TRS� is any corporation in which a REIT directly or indirectly
owns stock, provided that the REIT and that corporation make a joint election to treat that corporation as a taxable REIT
subsidiary. The election can be revoked at any time as long as the REIT and the TRS revoke such election jointly. In
addition, if a TRS holds directly or indirectly, more than 35% of the securities of any other corporation (by vote or by
value), then that other corporation is also treated as a TRS. A corporation can be a TRS with respect to more than one REIT.

A TRS is subject to federal income tax at regular corporate rates (maximum rate of 35%), and may also be subject to state
and local taxation. Any dividends paid or deemed paid by any one of our taxable REIT subsidiaries will also be subject to
tax, either (i) to us if we do not pay the dividends received to our shareholders as dividends, or (ii) to our shareholders if we
do pay out the dividends received to our shareholders. Further, the rules impose a 100% excise tax on transactions between a
TRS and its parent REIT or the parent REIT�s tenants that are not conducted on an arm�s-length basis. We may hold more
than 10% of the stock of a TRS without jeopardizing our qualification as a REIT notwithstanding the rule described below
under ��Asset Tests� that generally precludes ownership of more than 10% (by vote or value) of any issuer�s
securities. However, as noted below, in order for us to qualify as a REIT, the securities of all of the taxable REIT
subsidiaries in which we have invested either directly or indirectly may not represent more than 20% (25% for taxable years
beginning after July 30, 2008, as described under ��Recent Tax Law Changes�) of the total value of our assets. We expect that
the aggregate value of all of our interests in taxable REIT subsidiaries will represent less than 20% (or 25%, as applicable)
of the total value of our assets, and we will, to the extent necessary, take actions necessary to satisfy the 20% (or 25%, as
applicable) value limit. We cannot, however, assure that we will always satisfy this value limit or that the IRS will agree
with the value we assign to any TRS in which we own an interest.

A TRS is not permitted to directly or indirectly operate or manage a �lodging facility� or a �health care facility.� A �lodging
facility� is defined as a �hotel, motel or other establishment more than one-half of the dwelling units in which are used on a
transient basis.� A �health care facility� is defined as a �hospital, nursing facility, assisted living facility, congregate care facility,
qualified continuing care facility or other licensed facility which extends medical or nursing or ancillary services to patients�.
We do not own an interest in any TRS that operates or manages a lodging facility or health care facility.

We may engage in activities indirectly though a TRS as necessary or convenient to avoid receiving the benefit of income or
services that would jeopardize our REIT status if we engaged in the activities directly. In particular, we would likely engage
in activities through a TRS for providing services that are non-customary and services to unrelated parties (such as our third
party development and management services) that might produce
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income that does not qualify under the gross income tests described below. We might also hold certain properties in a TRS
if we determine that the ownership structure of such properties may produce income that would not qualify for purposes of
the REIT income tests described below.

Gross 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 REITs;

� 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 shares
or securities 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.

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: (a) are fixed at the time the leases are entered into, (b) are not renegotiated during the term of the
leases in a manner that has the effect of basing rent on income or profits, and (c) conform with normal business
practice.

More generally, the rent will not qualify as �rents from real property� if, considering the relevant lease and all of 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. We intend to set and accept rents which are fixed dollar amounts (and fixed
percentages of receipts or sales), and not to any extent by reference to any person�s net income or profits, in compliance with
the rules above.

� Second, we must not own, actually or constructively, 10% or more of the stock or the assets or net profits of any
lessee, referred to as a related party tenant. The constructive ownership rules generally provide that, if 10% or
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more in value of our shares 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 do not own any stock or any assets or net profits of any lessee directly.

� Third, the rent attributable to the personal property leased in connection with a lease of real property
must not be greater than 15% of the total rent received under the lease.
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The rent attributable to personal property under a lease is the amount that bears the same ratio to total rent under the lease
for the taxable year as the average of the fair market values of the leased 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 covered by
the lease at the beginning and at the end of such taxable year (the �personal property ratio�). With respect to each of our
leases, we believe that the personal property ratio generally is less than 15%.

� 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. 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 properties.

We do not intend to perform any services other than customary ones for our lessees, other than services provided through
independent contractors or taxable REIT subsidiaries. If a portion of the rent 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 attributable to personal property will not be qualifying income for purposes of either the 75% or 95%
gross income test. If 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 could lose our
REIT status. By contrast, in the following circumstances, none of the rent from a lease of property would qualify as �rents
from real property�: (1) the rent is considered based on the income or profits of the lessee; (2) the lessee 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 TRS and our income from the services exceeds 1% of our income from the related
property.

Tenants may be required to pay, besides base rent, reimbursements for certain amounts we are obligated to pay to third
parties, penalties for nonpayment or late payment of rent, lease application or administrative fees. These and other similar
payments should qualify as �rents from real property.�

Interest. The term �interest� generally does not include any amount received or accrued, directly or indirectly, if the
determination of the 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 because it is based on a fixed percentage or
percentages of receipts or sales. Furthermore, in the case of a shared appreciation mortgage, any additional interest received
on a sale of the secured property 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. There is a safe harbor from such treatment, but such safe harbor only applies to properties that the REIT
has held for at least four years (two years for sales after July 30, 2008, as described under ��Recent Tax Law Changes�), among
other requirements. We may sell or otherwise dispose of some of our properties. To the extent possible, we will attempt to
comply with the terms of the safe harbor provisions. However, it is possible that not all sales or dispositions will qualify for
the safe harbor. In the absence of the safe harbor, whether a REIT holds an asset �primarily for sale to customers in the
ordinary course of a
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trade or business� depends on the facts and circumstances in effect from time to time, including those related to a particular
asset. It is possible that the IRS may successfully characterize some or all of these sales of property as prohibited
transactions.

Foreclosure Property. We will be subject to tax at the maximum corporate rate on certain income from foreclosure
property. We do not own any foreclosure properties and do not expect to own any foreclosure properties in the future. This
would only change in the future if we were to make loans to third parties secured by real property.

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. Income from certain hedging transactions, clearly identified as such, is not
included in our gross income for purposes of the 95% gross income test (and for certain hedging transactions entered into
after July 30, 2008, the 75% gross income test, as described in �Recent Tax Law Changes). Since the financial markets
continually introduce new and innovative instruments related to risk-sharing or trading, it is not entirely clear which such
instruments will generate income and which will be considered qualifying income for purposes of the gross income
tests. We intend to structure any hedging or similar transactions so as not to 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 the income tests was due to reasonable cause and not due to willful neglect; and

� we file a description of each item of our gross income in accordance with applicable Treasury Regulations.
We cannot with certainty predict whether any failure to meet these tests will qualify for the relief provisions. As discussed
above in ��Taxation of Weingarten Realty Investors as a REIT,� even if the relief provisions apply, we would incur a 100% tax
on the gross income attributable to the greater of the amounts by which we fail the 75% and 95% gross income tests,
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: (a) cash or cash items, including
certain receivables, (b) government securities, (c) interests in real property, including leaseholds and
options to acquire real property and leaseholds, (d) interests in mortgages on real property, (e) stock in
other REITs, and (f) investments in stock or debt instruments during the one year period following our
receipt of new capital that we raise through equity offerings or 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;

�
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Fourth, no more than 20% (25% for taxable years beginning after July 30, 2008, as described under
��Recent Tax Law Changes�) of the value of our total assets may consist of the securities of one or more
taxable REIT subsidiaries; and

� Fifth, no more than 25% of the value of our total assets may consist of assets that are not qualifying assets for
purposes of the 75% asset test.
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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 TRS, mortgage loans that constitute real estate assets, or equity interests in a
partnership. For purposes of the 10% value test, the term �securities� generally does not include debt securities issued by a
partnership to the extent of our interest as a partner of the partnership or if at least 75% of the partnership�s gross income
(excluding income from prohibited transactions) is qualifying income for purposes of the 75% gross income test. In
addition, �straight debt� and certain other instruments are not treated as �securities� for purposes of the 10% value test.

Failure to Satisfy the Asset Tests. 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.

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.

If we fail to satisfy one or more of the asset tests for any quarter of a taxable year, we nevertheless may qualify as a REIT
for such year if we qualify for relief under certain provisions of the Code. These relief provisions generally will be available
for failures of the 5% asset test and the 10% asset tests if (i) the failure is due to the ownership of assets that do not exceed
the lesser of 1% of our total assets or $10 million, and the failure is corrected within 6 months following the quarter in
which it was discovered, or (ii) the failure is due to ownership of assets that exceed the amount in (i) above, the failure is
due to reasonable cause and not due to willful neglect, we file a schedule with a description of each asset causing the failure
in accordance with Treasury Regulations, the failure is corrected within 6 months following the quarter in which it was
discovered, and we pay a tax consisting of the greater of $50,000 or a tax computed at the highest corporate rate on the
amount of net income generated by the assets causing the failure from the date of failure until the assets are disposed of or
we otherwise return to compliance with the asset test. We may not qualify for the relief provisions in all circumstances.

Distribution Requirements. Each taxable year, we must distribute dividends, other than capital gain dividends and deemed
distributions of retained capital gains, to our shareholders in an aggregate amount not less than: the sum of (a) 90% of our
�REIT taxable income,� computed without regard to the dividends-paid deduction or our net capital gain or loss, and (b) 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 dividends in the taxable year to which they relate, or in the following taxable year if we declare the
dividend before we timely file our federal income tax return for the year and pay the dividend on or before the first regular
dividend payment date after such declaration.

To the extent that we do not distribute all of our net capital gains or distribute at least 90%, but less than 100%, of our real
estate investment trust taxable income, as adjusted, we will have to pay tax on those amounts at regular ordinary and capital
gains corporate tax rates. Furthermore, if we fail to distribute during each calendar year at least the sum of (a) 85% of our
ordinary income for that year, (b) 95% of our capital gain net income for that year, and (c) any undistributed taxable income
from prior periods, we would have to pay a 4% nondeductible excise tax on the excess of the required dividend over the
amounts actually distributed.

We may elect to retain and pay income tax on the net long-term capital gains we receive in a taxable year. See ��Taxation of
Taxable U.S. Holders.� If we so elect, we will be treated as having distributed any such

42

Edgar Filing: PROSPECT CAPITAL CORP - Form POS EX

Table of Contents 84



Table of Contents

retained amount for purposes of the 4% excise tax described above. We intend to make timely dividends sufficient to satisfy
the annual dividend requirements and to avoid corporate income tax and the 4% 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. Further, it is possible that, from time to time, we may be allocated a share of net capital gains 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 or pay dividends in the form of taxable stock dividends.

Under certain circumstances, we may be able to correct a failure to meet the distribution requirements for a year by paying
�deficiency dividends� to our shareholders 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 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 paying a
penalty, we must request on an annual basis information from our shareholders designed to disclose the actual ownership of
the outstanding common shares. We have complied and intend to continue to comply with these requirements.

Accounting Period. In order to elect to be taxed as a REIT, we must use a calendar year accounting period. We use the
calendar year as our accounting period for federal income tax purposes for each and every year we intend to operate as a
REIT.

Failure to Qualify as a REIT. If we failed to qualify as a REIT in any taxable year and no relief provision applied, we would
have the following consequences. We would be subject to federal income tax and any applicable alternative minimum tax at
rates applicable to regular C corporations on our taxable income, determined without reduction for amounts distributed to
shareholders. We would not be required to make any distributions to shareholders, and any dividends to shareholders would
be taxable as ordinary income to the extent of our current and accumulated earnings and profits (which may be subject to tax
at preferential rates to individual shareholders). Corporate shareholders could be eligible for a dividends-received deduction
if certain conditions are satisfied. Unless we qualified for relief under specific statutory provisions, we would not be
permitted to elect taxation as a REIT for the four taxable years following the year during which we ceased to qualify as a
REIT. We might not be entitled to the statutory relief described in this paragraph in all circumstances.

Relief From Certain Failures of the REIT Qualification Provisions. If we fail to satisfy one or more of the requirements for
REIT qualification (other than the income tests or the asset tests), we nevertheless may avoid termination of our REIT
election in such year if the failure is due to reasonable cause and not due to willful neglect and we pay a penalty of $50,000
for each failure to satisfy the REIT qualification requirements. We may not qualify for this relief provision in all
circumstances.
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Recent Tax Law Changes. On July 30, 2008, President Bush signed into law �The Housing and Economic Recovery Act of
2008� (the �Act�). The Act contains a number of provisions applicable to REITs and is generally effective for taxable years
beginning after July 20, 2008. These provisions would become effective for us in our taxable year beginning on January 1,
2009. As noted below, however, certain provisions are effective after July 30, 2008. Some of the provisions address the
treatment of foreign currency gains and income from hedging transactions for purposes of the REIT 75% and 95% income
tests, while other provisions modify the REIT asset tests and the method for calculating amounts subject to the prohibited
transaction penalty tax.

� The Act revised the tax treatment of certain foreign currency gains for purposes of the REIT 75% and 95% gross
income tests. In general, if foreign currency gain is recognized after July 30, 2008 with respect to income that
qualifies for purposes of the 75% gross income test, then such foreign currency gain will not constitute gross
income for purposes of the 75% and 95% gross income tests. If foreign currency gain is recognized after July 30,
2008 with respect to income that qualifies for purposes of the 95% gross income test, then such foreign currency
gain will not constitute gross income for purposes of the 95% gross income test, but will generally be included in
gross income and treated as nonqualifying income for purposes of the 75% gross income test, except to the extent
that such foreign currency gain qualifies pursuant to the immediately preceding sentence.

� The Act provides that certain hedging income (as described below, �qualified hedging income�)
derived from transactions entered into by us after July 30, 2008 is excluded from both the REIT
75% and 95% income tests. Historically, �qualified hedging income� included only income derived
from transactions that hedged indebtedness incurred or to be incurred by us to acquire or carry real
estate assets. Under the Act, �qualified hedging income� is expanded to include income recognized by
us from a transaction primarily entered into to manage the risk of currency fluctuations with respect
to any item of income or gain that would be qualifying income under the REIT 75% or 95% income
tests. Under both prior law and the Act we are also required to properly identify any such hedges in
our books and records.

� Under the Act, we may hold up to 25% (as opposed to 20% under prior law) of our assets in the form of securities
issued by taxable REIT subsidiaries.

� We are subject to a 100% penalty tax on income from prohibited transactions (generally, income derived from the
sale of property primarily held for sale to customers in the ordinary course of business). With respect to prohibited
transactions occurring after July 30, 2008, any foreign currency gain (as defined in Section 988(b)(1) of the Code)
and any foreign currency loss (as defined in Section 988(b)(2) of the Code) will be taken into account in
determining the amount of income subject to the 100% penalty tax. The Code provides a safe harbor that, if met,
allows us to avoid being treated as engaged in a prohibited transaction. In the case of sales taking place after
July 30, 2008, the Act makes it easier to comply with the safe harbor by reducing from 4 years to 2 years the time
periods during which certain conditions must be satisfied. In order to meet the safe harbor as amended, among
other things, (i) we must have held the property for at least 2 (previously 4) years (and, in the case of property
which consists of land or improvements not acquired through foreclosure, we must have held the property for 2
(previously 4) years for the production of rental income), (ii) we must not have made aggregate expenditures
during the 2- (previously 4-) year period preceding the date of sale that exceed 30% of the net selling price of the
property, and (iii) during the taxable year the property is disposed of, we must not have made more than 7
property sales or, alternatively, either the aggregate adjusted basis of all of the properties sold by us during the
taxable year must not exceed 10% of the aggregate adjusted basis of all of our assets as of the beginning of the
taxable year or the aggregate fair market value of all the properties sold by us during the taxable year must not
exceed 10% of the aggregate fair market value of all our assets as of the beginning of the taxable year.
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Taxation of Taxable U.S. Holders

For purposes of this discussion, the term �U.S. holder� means a beneficial owner of stock that is for U.S. federal income tax
purposes:

� a citizen or individual resident of the U.S.;

� a corporation or partnership (or other entity treated as a corporation or partnership for U.S. federal
income tax purposes) created or organized under the laws of U.S., any State thereof or the District of
Columbia;

� a trust if it (1) is subject to the primary supervision of a court within the U.S. and one or more U.S. persons have
the authority to control all substantial decisions of the trust, or (2) has a valid election in effect under applicable
U.S. Treasury regulations to be treated as a U.S. person; or

� an estate the income of which is subject to U.S. federal income tax regardless of its source.
As long as we qualify as a REIT, distributions made by us out of our current or accumulated earnings and profits, and not
designated as capital gain dividends, will constitute dividends taxable to our taxable U.S. holders as ordinary
income. Individuals receiving �qualified dividends� from domestic and certain qualifying foreign subchapter C corporations
may be entitled to lower rates on dividends (at rates applicable to long-term capital gains, currently at a maximum rate of
15%) provided certain holding period requirements are met. However, individuals receiving dividend distributions from us,
a REIT, will generally not be eligible for the lower rates on dividends except with respect to the portion of any distribution
which (a) represents dividends being passed through to us from a corporation in which we own shares (but only if such
dividends would be eligible for the lower rates on dividends if paid by the corporation to its individual shareholders),
including dividends from our TRS, (b) is equal to our REIT taxable income (taking into account the dividends paid
deduction available to us) less any taxes paid by us on these items during our previous taxable year, or (c) are attributable to
built-in gains realized and recognized by us from disposition of properties acquired by us in non-recognition transaction,
less any taxes paid by us on these items during our previous taxable year. The lower rates will apply only to the extent we
designate a distribution as qualified dividend income in a written notice to you. Individual taxable U.S. holders should
consult their own tax advisors to determine the impact of these provisions. Dividends of this kind will not be eligible for the
dividends received deduction in the case of taxable U.S. holders that are corporations. Dividends made by us that we
properly designate as capital gain dividends will be taxable to taxable U.S. holders as gain from the sale of a capital asset
held for more than one year, to the extent that they do not exceed our actual net capital gain for the taxable year, without
regard to the period for which a taxable U.S. holders has held its common stock. Thus, with certain limitations, capital gain
dividends received by an individual taxable U.S. holder may be eligible for preferential rates of taxation. Taxable U.S.
holders that are corporations may, however, be required to treat up to 20% of certain capital gain dividends as ordinary
income.

The 15% reduced maximum tax rate on �qualified dividends� and certain long-term capital gains, as described above, was
provided in the Jobs and Growth Tax Relief Reconciliation Act of 2003 and was originally effective for taxable years ending
on or after May 6, 2003 through December 31, 2008. On May 17, 2006, President Bush signed the Tax Relief Extension
Reconciliation Act of 2005, which extended this reduction until December 31, 2010. Without future legislative changes, the
maximum long-term capital gains and dividend rate discussed above will increase in 2011.

To the extent that we pay dividends, not designated as capital gain dividends, in excess of our current and accumulated
earnings and profits, these dividends will be treated first as a tax-free return of capital to each taxable U.S. holder. Thus,
these dividends will reduce the adjusted basis which the taxable U.S. holder has in our shares for tax purposes by the amount
of the dividend, but not below zero. Dividends in excess of a taxable U.S. holder�s adjusted basis in its common shares will
be taxable as capital gains, provided that the shares have been held as a capital asset.
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Dividends authorized by us in October, November, or December of any year and payable to a shareholder of record on a
specified date in any of these months will be treated as both paid by us and received by the shareholder on December 31 of
that year, provided that we actually pay the dividend in January of the following calendar year. Shareholders may not
include in their own income tax returns any of our net operating losses or capital losses.

We may elect to retain, rather than distribute, all or a portion of our net long-term capital gains and pay the tax on such
gains. If we make such an election, we will designate amounts as undistributed capital gains in respect of your shares or
beneficial interests by written notice to you which we will mail out to you with our annual report or at any time within 60
days after December 31 of any year. When we make such an election, taxable U.S. holders holding common shares at the
close of our taxable year will be required to include, in computing their long-term capital gains for the taxable year in which
the last day of our taxable year falls, the amount that we designate in a written notice mailed to our shareholders. We may
not designate amounts in excess of our undistributed net capital gain for the taxable year. Each taxable U.S. holder required
to include the designated amount in determining the holder�s long-term capital gains will be deemed to have paid, in the
taxable year of the inclusion, the tax paid by us in respect of the undistributed net capital gains. Taxable U.S. holders to
whom these rules apply will be allowed a credit or a refund, as the case may be, for the tax they are deemed to have
paid. Taxable U.S. holders will increase their basis in their stock by the difference between the amount of the includible
gains and the tax deemed paid by the shareholder in respect of these gains.

Dividends made by us and gain arising from a taxable U.S. holder�s sale or exchange of our shares will not be treated as
passive activity income. As a result, taxable U.S. holders generally will not be able to apply any passive losses against that
income or gain.

When a taxable U.S. holder sells or otherwise disposes of our shares, the holder will recognize gain or loss for federal
income tax purposes in an amount equal to the difference between (a) the amount of cash and the fair market value of any
property received on the sale or other disposition, and (b) the holder�s adjusted basis in the shares for tax purposes. This gain
or loss will be capital gain or loss if the U.S. holder has held the shares as a capital asset. The gain or loss will be long-term
gain or loss if the U.S. holder has held the shares for more than one year. Long-term capital gains of an individual taxable
U.S. holder is generally taxed at preferential rates. The highest marginal individual income tax rate is currently 35%. The
maximum tax rate on long-term capital gains applicable to individuals is 15% for sales and exchanges of assets held for
more than one year and occurring after May 6, 2003 through December 31, 2010. The maximum tax rate on long-term
capital gains from the sale or exchange of �section 1250 property� (i.e., generally, depreciable real property) is 25% to the
extent the gain would have been treated as ordinary income if the property were �section 1245 property� (i.e., generally,
depreciable personal property). We generally may designate whether a distribution we designate as capital gain dividends
(and any retained capital gain that we are deemed to distribute) is taxable to non-corporate holders at a 15% or 25%
rate. The characterization of income as capital gain or ordinary income may affect the deductibility of capital losses. A
non-corporate taxpayer may deduct capital losses not offset by capital gains against its ordinary income only up to a
maximum of $3,000 annually. A non-corporate taxpayer may carry unused capital losses forward indefinitely. A corporate
taxpayer must pay tax on its net capital gains at corporate ordinary-income rates. A corporate taxpayer may deduct capital
losses only to the extent of capital gains, with unused losses carried back three years and forward five years. In general, any
loss recognized by a taxable U.S. holder when the holder sells or otherwise disposes of our shares that the holder has held
for six months or less, after applying certain holding period rules, will be treated as a long-term capital loss, to the extent of
dividends received by the holder from us which were required to be treated as long-term capital gains.
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Information Reporting Requirements and Backup Withholding

We will report to our holders of our debt securities and shares and to the Internal Revenue Service the amount of interest or
dividends we pay during each calendar year and the amount of tax we withhold, if any. A holder may be subject to backup
withholding at a rate of 28% with respect to interest or dividends unless the holder:

� is a corporation or comes within certain other exempt categories and, when required, demonstrates this fact; or

� provides a taxpayer identification number, certifies as to no loss of exemption from backup withholding, and
otherwise complies with the applicable requirements of the backup withholding rules.

A holder who does not provide us with its correct taxpayer identification number also may be subject to penalties imposed
by the Internal Revenue Service. Any amount paid as backup withholding will be creditable against the holder�s income tax
liability. In addition, we may be required to withhold a portion of capital gain dividends to any holders who fail to certify
their non-foreign status to us. For a discussion of the backup withholding rules as applied to non-U.S. holders, see ��Taxation
of Non-U.S. Holders.�

Taxation of Tax-Exempt Holders

Amounts distributed as dividends by a REIT generally do not constitute unrelated business taxable income when received by
a tax-exempt entity. Provided that a tax-exempt holder is not one of the types of entity described in the next paragraph and
has not held its stock as �debt financed property� within the meaning of the Code, and the shares are not otherwise used in a
trade or business, the dividend income from the shares will not be unrelated business taxable income to a tax-exempt
shareholder. Similarly, income from the sale of shares will not constitute unrelated business taxable income unless the
tax-exempt holder has held the shares as �debt financed property� within the meaning of the Code or has used the shares in a
trade or business.

Income from an investment in our securities will constitute unrelated business taxable income for tax-exempt shareholders
that are social clubs, voluntary employee benefit associations, supplemental unemployment benefit trusts, and qualified
group legal services plans exempt from federal income taxation under the applicable subsections of Section 501(c) of the
Code, unless the organization is able to properly deduct amounts set aside or placed in reserve for certain purposes so as to
offset the income generated by its securities. Prospective investors of the types described in the preceding sentence should
consult their own tax advisors concerning these �set aside� and reserve requirements.

Notwithstanding the foregoing, however, a portion of the dividends paid by a �pension-held REIT� will be treated as unrelated
business taxable income to any trust which:

� is described in Section 401(a) of the Code;

� is tax-exempt under Section 501(a) of the Code; and

� holds more than 10% (by value) of the equity interests in the REIT.
Tax-exempt pension, profit-sharing and stock bonus funds that are described in Section 401(a) of the Code are referred to
below as �qualified trusts.� A REIT is a �pension-held REIT� if:

�
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it would not have qualified as a REIT but for the fact that Section 856(h)(3) of the Code
provides that shares owned by qualified trusts will be treated, for purposes of the �not closely
held� requirement, as owned by the beneficiaries of the trust (rather than by the trust itself);
and

� either (a) at least one qualified trust holds more than 25% by value of the interests in the REIT or (b) one or
more qualified trusts, each of which owns more than 10% by value of the interests in the REIT, hold in the
aggregate more than 50% by value of the interests in the REIT.
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The percentage of any REIT dividend treated as unrelated business taxable income to a qualifying trust is equal to the ratio
of (a) the gross income of the REIT from unrelated trades or businesses, determined as though the REIT were a qualified
trust, less direct expenses related to this gross income, to (b) the total gross income of the REIT, less direct expenses related
to the total gross income. A de minimis exception applies where this percentage is less than 5% for any year. We do not
expect to be classified as a pension-held REIT, but this cannot be guaranteed.

The rules described above in ��Taxation of Taxable U.S. Holders� concerning the inclusion of our designated undistributed net
capital gains in the income of our shareholders will apply to tax-exempt entities. Thus, tax-exempt entities will be allowed a
credit or refund of the tax deemed paid by these entities in respect of the includible gains.

Taxation of Non-U.S. Holders

The rules governing U.S. federal income taxation of nonresident alien individuals, foreign corporations, foreign partnerships
and other foreign shareholders are complex. This section is only a summary of such rules. We urge non-U.S. holders to
consult their own tax advisors to determine the impact of federal, state, and local income tax laws on ownership of common
stock, including any reporting requirements.

Ordinary Dividends. Dividends, other than dividends that are treated as attributable to gain from sales or exchanges by us of
U.S. real property interests, as discussed below, and other than dividends designated by us as capital gain dividends, will be
treated as ordinary income to the extent that they are made out of our current or accumulated earnings and profits. A
withholding tax equal to 30% of the gross amount of the dividend will ordinarily apply to dividends of this kind to non-U.S.
holders, unless an applicable income tax treaty reduces that tax. However, if income from an investment in our shares is
treated as effectively connected with the non-U.S. holder�s conduct of a U.S. trade or business or is attributable to a
permanent establishment that the non-U.S. holder maintains in the U.S. (if that is required by an applicable income tax treaty
as a condition for subjecting the non-U.S. holder to U.S. taxation on a net income basis), tax at graduated rates will
generally apply to the non-U.S. holder in the same manner as U.S. holders are taxed with respect to dividends, and the 30%
branch profits tax may also apply if the shareholder is a foreign corporation. We expect to withhold U.S. tax at the rate of
30% on the gross amount of any dividends, other than dividends treated as attributable to gain from sales or exchanges of
U.S. real property interests and capital gain dividends, paid to a non-U.S. holder, unless (a) a lower treaty rate applies and
the required form evidencing eligibility for that reduced rate (ordinarily, IRS Form W-8 BEN) is filed with us or the
appropriate withholding agent or (b) the non-U.S. holders files an IRS Form W-8 ECI or a successor form with us or the
appropriate withholding agent claiming that the dividends are effectively connected with the non-U.S. holder�s conduct of a
U.S. trade or business.

Dividends to a non-U.S. holder that are designated by us at the time of dividend as capital gain dividends which are not
attributable to or treated as attributable to the disposition by us of a U.S. real property interest generally will not be subject
to U.S. federal income taxation, except as described below.

Return of Capital. Distributions in excess of our current and accumulated earnings and profits, which are not treated as
attributable to the gain from our disposition of a U.S. real property interest, will not be taxable to a non-U.S. holder to the
extent that they do not exceed the adjusted basis of the non-U.S. holder�s stock. Distributions of this kind will instead reduce
the adjusted basis of the shares. To the extent that distributions of this kind exceed the adjusted basis of a non-U.S. holder�s
common shares, they will give rise to tax liability if the non-U.S. holder otherwise would have to pay tax on any gain from
the sale or disposition of its common shares, as described below. If it cannot be determined at the time a distribution is made
whether the distribution will be in excess of current and accumulated earnings and profits, withholding will apply to the
distribution at the rate applicable to dividends. However, the non-U.S. holder may seek a refund of these amounts from the
IRS if it is subsequently determined that the distribution was, in fact, in excess of our current accumulated earnings and
profits.

48

Edgar Filing: PROSPECT CAPITAL CORP - Form POS EX

Table of Contents 92



Table of Contents

Capital Gain Dividends. For any year in which we qualify as a REIT, dividends that are attributable to gain from sales or
exchanges by us of U.S. real property interests will be taxed to a non-U.S. holder under the provisions of the Foreign
Investment in Real Property Tax Act of 1980, as amended. Under this statute, these dividends are taxed to a non-U.S. holder
as if the gain were effectively connected with a U.S. business. Thus, non-U.S. holders will be taxed on the dividends at the
normal capital gain rates applicable to U.S. holders, subject to any applicable alternative minimum tax and special
alternative minimum tax in the case of non-U.S. holders that are individuals. The above rules relating to distributions
attributable to gains from our sales or exchanges of U.S. real property interests (or such gains that are retained and deemed
to be distributed) will not apply with respect to a non-U.S. holder that does not own more than 5% of our common stock at
any time during the taxable year, provided our common stock is �regularly traded� on an established securities market in the
U.S.. We are required by applicable Treasury Regulations under the Foreign Investment in Real Property Tax Act of 1980,
as amended, to withhold 35% of any distribution that we could designate as a capital gains dividend. However, if we
designate as a capital gain dividend a distribution made before the day we actually effect the designation, then although the
distribution may be taxable to a non-U.S. holder, withholding does not apply to the distribution under this statute. Rather,
we must effect the 35% withholding from distributions made on and after the date of the designation, until the distributions
so withheld equal the amount of the prior distribution designated as a capital gain dividend. The non-U.S. holder may credit
the amount withheld against its U.S. tax liability.

Sale of Common Shares. Gain recognized by a non-U.S. holder upon a sale or exchange of our common shares generally
will not be taxed under the Foreign Investment in Real Property Tax Act if we are a �domestically controlled REIT,� defined
generally as a REIT, less than 50% in value of whose shares are and was held directly or indirectly by foreign persons at all
times during a specified testing period. We believe that we will be a domestically controlled REIT, and, therefore, that
taxation under this statute generally will not apply to the sale of our common shares, however, because our shares are
publicly traded, no assurance can be given that the we will qualify as a domestically controlled REIT at any time in the
future. Gain to which this statute does not apply will be taxable to a non-U.S. holder if investment in the common shares are
treated as effectively connected with the non-U.S. holder�s U.S. trade or business or is attributable to a permanent
establishment that the non-U.S. holder maintains in the U.S. (if that is required by an applicable income tax treaty as a
condition for subjecting the non-U.S. holders to U.S. taxation on a net income basis). In this case, the same treatment will
apply to the non-U.S. holders as to U.S. holders with respect to the gain. In addition, gain to which the Foreign Investment
in Real Property Tax Act does not apply will be taxable to a non-U.S. holder if the non-U.S. holder is a nonresident alien
individual who was present in the U.S. for 183 days or more during the taxable year to which the gain is attributable. In this
case, a 30% tax will apply to the nonresident alien individual�s capital gains. A similar rule will apply to capital gain
dividends to which this statute does not apply.

If we were not a domestically controlled REIT, tax under the Foreign Investment in Real Property Tax Act would apply to a
non-U.S. holder�s sale of common shares only if the selling non-U.S. holders owned more than 5% of the class of common
shares sold at any time during a specified period. This period is generally the shorter of the period that the non-U.S. holder
owned the common shares sold or the five-year period ending on the date when the shareholder disposed of the common
shares. If tax under this statute applies to the gain on the sale of common shares, the same treatment would apply to the
non-U.S. holder as to U.S. holders with respect to the gain, subject to any applicable alternative minimum tax and a special
alternative minimum tax in the case of nonresident alien individuals.

Backup Withholding and Information Reporting. If you are a non-U.S. holder, you are generally exempt from backup
withholding and information reporting requirements with respect to:

� dividend payments; and

� the payment of the proceeds from the sale of common stock effected at a U.S. office of a broker, as long as the
income associated with these payments is otherwise exempt from U.S. federal income tax,
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provided neither we nor your broker has actual knowledge or reason to know that you are a U.S. person and you have
furnished to the payor or broker: (a) a valid Internal Revenue Service Form W-8BEN or an acceptable substitute form upon
which you certify, under penalties of perjury, that you are a non-U.S. person, or (b) other documentation upon which we
may rely to treat the payments as made to a non-U.S. person in accordance with U.S. Treasury Regulations, or (c) you
otherwise establish an exemption.

Payment of the proceeds from the sale of common shares effected at a foreign office of a broker generally will not be
subject to information reporting or backup withholding. However, a sale of common shares that is effected at a foreign
office of a broker will be subject to information reporting and backup withholding if:

� the proceeds are transferred to an account maintained by you in the U.S.;

� the payment of proceeds or the confirmation of the sale is mailed to you at a U.S. address; or

� the sale has some other specified connection with the U.S. as provided in U.S. Treasury Regulations,
unless the broker does not have actual knowledge or reason to know that you are a U.S. person and the documentation
requirements described above are met or you otherwise establish an exemption.

In addition, a sale of common shares will be subject to information reporting if it is effected at a foreign office of a broker
that is:

� a U.S. person;

� a controlled foreign corporation for U.S. tax purposes;

� a foreign person 50% or more of whose gross income is effectively connected with the conduct of a U.S.
trade or business for a specified three-year period; or

� a foreign partnership, if at any time during its tax year: (a) one or more of its partners are �U.S. persons,� as defined
in U.S. Treasury Regulations, who in the aggregate hold more than 50% of the income or capital interest in the
partnership, or (b) such foreign partnership is engaged in the conduct of a U.S. trade or business, unless the broker
does not have actual knowledge or reason to know that you are a U.S. person and the documentation requirements
described above are met or you otherwise establish an exemption. Backup withholding will apply if the sale is
subject to information reporting and the broker has actual knowledge that you are a U.S. person. You generally
may obtain a refund of any amounts withheld under the backup withholding rules that exceed your income tax
liability by filing a refund claim with the Internal Revenue Service.

State and Local Taxes

We and/or our securityholders may be subject to taxation by various states and localities, including those in which we or a
holder transacts business, owns property or resides. The state and local tax treatment may differ from the federal income tax
treatment described above. Consequently, holders should consult their own tax advisors regarding the effect of state and
local tax laws upon an investment in our securities.

Taxation of Debt Securities
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Stated Interest and Market Discount. Holders of debt securities will be required to include stated interest on the debt
securities in gross income for federal income tax purposes in accordance with their methods of accounting for tax
purposes. Purchasers of debt securities should be aware that the holding and disposition of debt securities may be affected
by the market discount provisions of the Code. These rules generally provide that if a holder of a debt security purchases it
at a market discount and thereafter recognizes gain on a disposition of the debt security, including a gift or payment on
maturity, the lesser of the gain or appreciation, in the case of a gift, and the portion of the market discount that accrued while
the debt security was held by the holder will be treated as ordinary interest income at the time of the disposition. For this
purpose, a purchase at a market discount includes a purchase after original issuance at a price below the debt security�s stated
principal
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amount. The market discount rules also provide that a holder who acquires a debt security at a market discount and who
does not elect to include the market discount in income on a current basis may be required to defer a portion of any interest
expense that may otherwise be deductible on any indebtedness incurred or maintained to purchase or carry the debt security
until the holder disposes of the debt security in a taxable transaction.

A holder of a debt security acquired at a market discount may elect to include the market discount in income as the discount
on the debt security accrues, either on a straight line basis, or, if elected, on a constant interest rate basis. The current
inclusion election, once made, applies to all market discount obligations acquired by the holder on or after the first day of
the first taxable year to which the election applies and may not be revoked without the consent of the Securities and
Exchange Commission or the Internal Revenue Service. If a holder of a debt security elects to include market discount in
income in accordance with the preceding sentence, the foregoing rules with respect to the recognition of ordinary income on
a sale or particular other dispositions of such debt security and the deferral of interest deductions on indebtedness related to
such debt security would not apply.

Amortizable Bond Premium. Generally, if the tax basis of a debt security held as a capital asset exceeds the amount payable
at maturity of the debt security, the excess may constitute amortizable bond premium that the holder may elect to amortize
under the constant interest rate method and deduct the amortized premium over the period from the holder�s acquisition date
to the debt security�s maturity date. A holder who elects to amortize bond premium must reduce the tax basis in the related
debt security by the amount of the aggregate deductions allowable for amortizable bond premium.

The amortizable bond premium deduction is treated as an offset to interest income on the related security for federal income
tax purposes. Each prospective purchaser is urged to consult its tax advisor as to the consequences of the treatment of this
premium as an offset to interest income for federal income tax purposes.

Disposition. In general, a holder of a debt security will recognize gain or loss upon the sale, exchange, redemption, payment
upon maturity or other taxable disposition of the debt security. The gain or loss is measured by the difference between
(a) the amount of cash and the fair market value of property received and (b) the holder�s tax basis in the debt security as
increased by any market discount previously included in income by the holder and decreased by any amortizable bond
premium deducted over the term of the debt security. However, the amount of cash and the fair market value of other
property received excludes cash or other property attributable to the payment of accrued interest not previously included in
income, which amount will be taxable as ordinary income. Subject to the market discount and amortizable bond premium
rules described above, any gain in excess of accrued interest not previously included in income by the holder or loss will
generally be long-term capital gain or loss, provided the debt security was a capital asset in the hands of the holder and had
been held for more than one year.
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LEGAL MATTERS

Unless otherwise noted in a prospectus supplement, Locke Lord Bissell & Liddell LLP, Dallas, Texas, will pass on the
legality of the securities offered through this prospectus and certain tax matters. Counsel for any underwriters or agents will
be noted in the applicable prospectus supplement.

EXPERTS

The consolidated financial statements, the related financial statement schedules, incorporated in this Prospectus by reference
from the Weingarten Realty Investors� Current Report on Form 8-K and Annual Report on Form 10-K, respectively, and the
effectiveness of Weingarten Realty Investors� internal control over financial reporting have been audited by Deloitte &
Touche LLP, an independent registered public accounting firm, as stated in their reports, which are incorporated herein by
reference. Such financial statements and financial statement schedules have been so incorporated in reliance upon the
reports of such firm given upon their authority as experts in accounting and auditing.

The statements of revenues and certain operating expenses of the Bourn Properties Portfolio, the Devon Properties Portfolio
and the Prudential Properties Portfolio for the year ended December 31, 2006, incorporated in this Prospectus by reference
from the Company�s Current Report on Form 8-K dated February 20, 2008, have been audited by Deloitte & Touche LLP,
independent auditors, as stated in their reports, which are incorporated herein by reference (which reports on the statements
of revenues and certain operating expenses express unqualified opinions and include explanatory paragraphs referring to the
purpose of the statements) and are so incorporated in reliance upon the reports of such firm given upon their authority as
experts in accounting and auditing.

INCORPORATION OF DOCUMENTS BY REFERENCE

This prospectus �incorporates by reference� information that we have filed with the SEC under the Exchange Act, which
means that we are disclosing important information to you by referring you to those documents. Any statement contained in
this prospectus or in any document incorporated or deemed to be incorporated by reference into this prospectus will be
deemed to be modified or superseded for purposes of this prospectus to the extent that a statement contained in this
prospectus or any subsequently filed document which also is, or is deemed to be, incorporated by reference into this
prospectus modifies or supercedes that statement. Any statement so modified or superseded will not be deemed, except as so
modified or superseded, to constitute a part of this prospectus. We incorporate by reference the following documents listed
below and any future filings made with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act (other than
Current Reports furnished under Items 2.02 or 7 of Form 8-K):

� Annual Report on Form 10-K for the year ended December 31, 2007 (except for Items 1, 2, 6, 7 and 8 which
are incorporated by reference from the Current Report on Form 8-K dated December 4, 2008).

� Quarterly Report on Form 10-Q for the quarter ended March 31, 2008.

� Quarterly Report on Form 10-Q for the quarter ended June 30, 2008.

� Quarterly Report on Form 10-Q for the quarter ended September 30, 2008.

� Current Reports on Form 8-K dated February 20, 2008, February 27, 2008, May 8, 2008, August 1,
2008, October 31, 2008 and December 4, 2008.
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� The description of our common shares of beneficial interest contained in our registration statement on Form
8-A filed March 17, 1988.
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� The description of our 6.75% Series D Cumulative Redeemable Preferred Shares contained in our
registration statement on Form 8-A filed April 17, 2003.

� The description of our 6.95% Series E Cumulative Redeemable Preferred Shares contained in our
registration statement on Form 8-A filed on July 8, 2004.

� The description of our 6.5% Series F Cumulative Redeemable Preferred Shares contained in our registration
statement on Form 8-A filed on January 29, 2007.

Any person, including any beneficial owner, to whom this prospectus is delivered may request copies of any or all of these
filings at no cost by writing or telephoning our Investor Relations Department at the following address and telephone
number:

Weingarten Realty Investors

2600 Citadel Plaza Drive

Suite 300

Houston, Texas 77008

(713) 866-6000.
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