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The information in this preliminary prospectus supplement and the accompanying prospectus is not complete and may change. A
registration statement relating to these securities has been filed with the Securities and Exchange Commission and declared
effective. This preliminary prospectus supplement and the accompanying prospectus are not an offer to sell these securities nor are
they a solicitation of an offer to buy these securities in any jurisdiction where an offer or sale is not permitted.

Filed Pursuant to Rule 424(b)(5)

Registration No. 333-125803

SUBJECT TO COMPLETION, DATED NOVEMBER 28, 2005

Prospectus Supplement

(To Prospectus dated July 11, 2005)

7,000,000 Shares

Trustreet Properties, Inc.

Common Stock

We are offering 7,000,000 shares of our common stock. Our common stock is listed on the New York Stock Exchange under the symbol �TSY.�
The last reported sale price for our common stock on the New York Stock Exchange on November 25, 2005 was $15.77 per share.

Investing in our common stock involves risks. See � Risk Factors� beginning on page S-9 of this prospectus
supplement and page 4 of the accompanying prospectus.
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Per Share Total
Public Offering Price $               $              
Underwriting Discount $               $              
Proceeds to Us (before expenses) $               $              

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

We have granted the underwriters an option to purchase up to 1,050,000 additional shares of common stock on the same terms and conditions as
set forth above if the underwriters sell more than 7,000,000 shares of common stock in this offering. The underwriters can exercise this right at
any time and from time to time, in whole or in part, within 30 days after the offering. The underwriters expect to deliver the shares of common
stock to investors on or about                     , 2005.

Joint Book-Running Managers

Banc of America Securities LLC Merrill Lynch & Co.

Co-lead Manager

Wachovia Securities

Credit Suisse First Boston

Morgan Keegan & Company, Inc.

The date of this prospectus supplement is         , 2005.
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You should rely only on the information contained or incorporated by reference in this prospectus supplement and the accompanying
prospectus. Neither we nor the underwriters have authorized anyone to provide you with information different from that contained in
this prospectus supplement and the accompanying prospectus. We are not offering to sell or seeking offers to buy shares of common
stock in jurisdictions where offers and sales are not permitted. The information contained or incorporated by reference in this
prospectus supplement, the accompanying prospectus or any document incorporated by reference in this prospectus supplement or the
accompanying prospectus is accurate only as of its respective date, regardless of the time of delivery of this prospectus supplement and
the accompanying prospectus or of any sale of our common stock.
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Terms Used in this Prospectus Supplement and the Accompanying Prospectus

Unless the context otherwise requires, in this prospectus supplement and the accompanying prospectus:

� the term �CNLRP� refers to CNL Restaurant Properties, Inc., a Maryland corporation, prior to the mergers (as defined below);

� the term �USRP� refers to U.S. Restaurant Properties, Inc., a Maryland corporation, prior to the mergers;

� the term �Income Funds� refers to the following 18 CNL Income Fund limited partnerships, each a Florida limited partnership, prior to
the mergers:

�   CNL Income Fund, Ltd. �   CNL Income Fund X, Ltd.

�   CNL Income Fund II, Ltd. �   CNL Income Fund XI, Ltd.

�   CNL Income Fund III, Ltd �   CNL Income Fund XII, Ltd.

�   CNL Income Fund IV, Ltd. �   CNL Income Fund XIII, Ltd.

�   CNL Income Fund V, Ltd. �   CNL Income Fund XIV, Ltd.

�   CNL Income Fund VI, Ltd. �   CNL Income Fund XV, Ltd.

�   CNL Income Fund VII, Ltd. �   CNL Income Fund XVI, Ltd.

�   CNL Income Fund VIII, Ltd. �   CNL Income Fund XVII, Ltd.

�   CNL Income Fund IX, Ltd. �   CNL Income Fund XVIII, Ltd.

� the term �mergers� refers to the set of merger transactions that were consummated in February 2005 that resulted in the combination of
USRP, CNLRP and the Income Funds, in which CNLRP and the Income Funds merged with and into USRP or its subsidiaries and
USRP subsequently changed its name to �Trustreet Properties, Inc.�

� the terms �we,� �our,� �ours� and �us� refer to Trustreet Properties, Inc. and its subsidiaries and joint ventures.

S-3
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FORWARD-LOOKING STATEMENTS

This prospectus supplement, the accompanying prospectus and the documents that have been or will be filed with the Commission and
incorporated by reference into this prospectus supplement and the accompanying prospectus may contain forward-looking statements within the
meaning of Section 27A of the Securities Act of 1933, as amended, which we refer to as the Securities Act, and Section 21E of the Securities
and Exchange Act of 1934, as amended, which we refer to as the Exchange Act. Forward-looking statements represent our expectations or
beliefs, including, but not limited to, statements concerning industry performance and our results, operations, performance, financial condition,
plans, growth and strategies, which include, without limitation:

� statements concerning implementation of our business plan:

� statements concerning our financial performance;

� statements concerning our anticipated dividend policy;

� statements concerning the financial and other benefits of the mergers;

� statements concerning the operating efficiencies or synergies, competitive positions and growth opportunities expected to be achieved;

� statements concerning the market for our common stock and preferred stock; and

� statements preceded or followed by or that include the words �may,� �will,� �expect,� �predict,� �potential,� �project,� �believe,� �anticipate,� �intend,�
�might,� �plan,� �could,� �should,� �would,� �estimate,� or �continue� or the negative thereof or other variations or comparable terminology, although
not all forward-looking statements contain such identifying words.

Potential risks and uncertainties that could cause actual results to differ materially from those in the forward-looking statements include, without
limitation, the matters discussed in �Risk Factors� beginning on page S-9 hereof and page 4 of the accompanying prospectus.

Any statements contained in this prospectus supplement, the accompanying prospectus or any document incorporated herein by reference that
are not statements of historical fact may be deemed to be forward-looking statements. These statements by their nature involve substantial risks
and uncertainties, some of which are beyond our control. Actual results or outcomes may differ materially depending on a variety of important
factors, many of which are also beyond our control, and you should not place undue reliance on these statements. Important factors that could
cause our actual results to differ materially include, without limitation:

� changes in general economic conditions;

� general risks affecting the real estate industry (including, without limitation, the inability to enter into or renew leases on favorable
terms, dependence on tenants� financial condition, and competition from other developers, owners and operators of real estate);

Edgar Filing: TRUSTREET PROPERTIES INC - Form 424B5

Table of Contents 5



� general risks affecting the restaurant industry (including, without limitation, any disruption in the supply or quality of ingredients, the
availability of labor, and the continued demand for restaurant dining);

� financing may not be available on favorable terms or at all, and our cash flow from operations and access to attractive capital may be
insufficient to fund existing operations or growth in new acquisitions and developments;

� changes in interest rates;

� the ability of our tenants and borrowers to make payments under their agreements with us;

� our ability to refinance existing financial obligations on favorable terms;

� our ability to sell or locate suitable tenants for our vacant properties and those properties that may become vacant and similarly resolve
any mortgage loan delinquencies;

S-4
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� possible adverse changes in tax and environmental laws, as well as the impact of newly adopted accounting principles on our
accounting policies and on period-to-period comparisons of financial results;

� risks associated with our potential failure to qualify as a REIT under the Internal Revenue Code of 1986, as amended;

Some of the above-mentioned factors are described in further detail under �Risk Factors� in this prospectus supplement and the accompanying
prospectus. The risks set forth above are not exhaustive. Other sections of this prospectus supplement, the accompanying prospectus or the
documents that have been or will be filed with the Commission which are incorporated by reference may include additional factors that could
adversely affect our business and financial performance. Moreover, we operate in a very competitive and rapidly changing environment. New
risk factors emerge from time to time and it is not possible for management to predict all risk factors, nor can it assess the impact of all risk
factors on our business or the extent to which any factor, or combination of factors, may cause actual results to differ materially from those
contained in any forward-looking statements. You should assume the information appearing in this prospectus supplement and the
accompanying prospectus, including the information in the documents that have been or will be filed with the Commission which are
incorporated herein by reference, is accurate only as of the date of the document in which it appears, as our business, financial condition, results
of operations and prospects may have changed since that date. Except as required by applicable law, including the securities laws of the United
States and the rules and regulations of the Commission, we expressly disclaim any responsibility to update or revise any forward-looking
statement, whether as a result of new information, future events or otherwise to reflect actual results or changes in factors or assumptions
affecting such forward-looking statements after the date of this prospectus supplement.

S-5

Edgar Filing: TRUSTREET PROPERTIES INC - Form 424B5

Table of Contents 7



Table of Contents

PROSPECTUS SUPPLEMENT SUMMARY

The following summary is qualified entirely by, and should be read in conjunction with, the more detailed information appearing elsewhere in
and incorporated by reference into this prospectus supplement and the accompanying prospectus. The following summary contains basic
information about the offering.

The Offering

The Company We are the largest real estate investment trust (�REIT�) in the United States focused primarily on
the restaurant industry.

Common Stock Offered by Us 7,000,000 shares

Common Stock to be Outstanding after the
Offering

66,063,909 shares(1)(2)

Listing Our common stock is listed on the New York Stock Exchange under the symbol �TSY.�

Use of Proceeds We expect the net proceeds of this offering, after payment of the underwriting discount and
other offering expenses, to be approximately $             million ($             million if the
underwriters option to purchase additional shares is exercised in full). We intend to use the net
proceeds to repay indebtedness outstanding on our revolving line of credit. We expect from
time to time thereafter to borrow using the then existing capacity under our revolving line of
credit and our warehouse facilities and the increased availability of our term loan to provide
funds for general working capital and other corporate purposes, primarily acquisitions of
additional properties. See �Recent Developments� and �Use of Proceeds.�

Risk Factors See �Risk Factors� on page S-9 of this prospectus supplement and page 4 of the accompanying
prospectus for a discussion of factors you should consider carefully in deciding whether to
invest in the common stock being offered hereby.

S-6

(1) The number of shares of common stock to be outstanding after this offering is based on 59,063,909 shares outstanding as of November 22, 2005.

(2) The number of shares of common stock offered and to be outstanding after this offering does not include:

� 1,050,000 additional shares of common stock that the underwriters have a right to purchase from us within 30 days after the date of this prospectus
supplement to cover sales by the underwriters under their option to purchase additional shares. See �Underwriting�Option to Purchase Additional Shares�;
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� 11,500 shares issuable upon the exercise of stock options outstanding as of November 22, 2005 and having a weighted average exercise price of $14.36
per share;

� Approximately 203,352 additional shares available for issuance under our equity incentive plans as of November 22, 2005; and

� Outstanding warrants which may include the right to purchase up to (i) 258,066 shares of our common stock at a price of $16.50 per share, (ii) 57,266
shares of our common stock at a price of $17.46 per share and (iii) 64,516 shares of our common stock at a price of $18.25 per share.
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THE COMPANY

Overview

We are the largest REIT in the United States focused primarily on the restaurant industry. We are a fully integrated, self-advised REIT whose
principal business is acquiring, owning, leasing and servicing restaurant properties under a triple-net lease structure.

We had approximately $2.6 billion in assets as of September 30, 2005. Our portfolio is geographically diverse and consists primarily of
triple-net leases with operators of well-known national and regional restaurant concepts. As of September 30, 2005, we owned over 2,000
properties, representing over 170 total concepts operated by over 450 different franchisors and franchisees in 49 states.

As of September 30, 2005, the largest concepts within our portfolio based on the percentage of our total annualized base rent were Burger King,
Golden Corral, Jack in the Box, Arby�s, International House of Pancakes, Captain D�s, Bennigan�s, Wendy�s, Denny�s and Pizza Hut. Our owned
properties include less than 100 service station properties, most of which include convenience stores.

We focus on the major national and regional chains operating within the �quick service� and �casual dining� segments of the restaurant industry as
we believe these generally provide more stable and consistent revenue streams within the larger restaurant industry. We acquire, own, lease and
service restaurant properties under a triple-net lease structure where tenants are responsible for property operating costs, including property
taxes, insurance and maintenance. Our triple-net lease strategy is designed to provide us with a long term, growing and predictable stream of
income while minimizing the impact and volatility of ongoing property operating costs. We also continue to provide advisory and other financial
services to the restaurant industry and maintain an active investment property sales program.

Recent Developments

Pending Acquisitions. Since September 30, 2005, we purchased $12 million in properties, and as of November 22, 2005, had committed to
purchase an additional $283 million in properties, including $240 million for which we have identified either the target closing date, the target
properties or both. Part of the pending acquisitions consists of a large portfolio of properties comprised of a single concept. We expect most of
these acquisitions will be closed within the next three months. The $240 million includes 221 individual properties consisting of a combination
of primarily quick service and casual dining chain restaurants, hosting the operations of 11 concepts, with over 54 operators spread among 31
states. We believe that more than half of the total commitments relate to properties that are suitable to be held for investment with the remaining
properties ideal for resale using our investment property sales program. Although we have entered into executed commitments with respect to
these acquisitions, there is no assurance that any or all of these acquisitions will be consummated or will be consummated on the specified terms.

Term Loan. On November 28, 2005, we entered into a commitment letter, subject to due diligence review and certain other conditions, with
Bank of America, N.A. with respect to the increase by $100.0 million on the amount outstanding under our secured term loan facility due 2010
(the �Term Loan�).
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Dividend. On November 2, 2005 we declared a monthly dividend of $0.11 per share on our common stock payable December 15, 2005, to
holders of our common stock of record on December 1, 2005. Purchasers in this offering will not receive such dividend by virtue of their
purchase.

Portfolio Acquisition. On October 5, 2005, we completed the acquisition of the last five properties from a portfolio of 117 restaurant properties
for an aggregate purchase price of $84.8 million. The portfolio is comprised of 12 concepts, which are primarily quick service restaurant chains,
including Pizza Hut, Arby�s and Burger King. The properties are broadly diversified among 34 tenants and 19 states.

Hawaii Operations. As part of the mergers, we acquired several convenience, gas and restaurant operations. On September 27, 2005, we sold 18
gasoline station operations and the 50 percent interest in the bulk fuel loading terminal in Hawaii to Aloha Petroleum Ltd. (�Aloha�). The sales
price was $10.3 million including a portion related to inventory on hand. All operating results relating to all of these retail operations are
recorded as discontinued operations for all periods presented. We continue to be the landlord on these properties with Aloha as our tenant.

S-7
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Sale of Additional Senior Notes. On September 15, 2005, we completed the sale of an additional $50 million aggregate principal amount of
7 1/2% Senior Notes due 2015 as an additional issuance of our outstanding amount of $250 million of such notes.

Nath Companies. On August 12, 2005, we closed a $36.5 million transaction providing sale/leaseback financing to the Nath Companies, a
Burger King franchisee based in Minnesota. The transaction consisted of 35 properties in five states. The transaction provided inventory to our
investment property sales program and was predominately financed through our warehouse credit facilities. As of November 22, 2005, 10 of
these properties have been sold, and 16 others to be sold have either signed contracts or have contracts pending signatures. No assurance can be
given that these 16 properties will be sold.

S-8
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RISK FACTORS

You should carefully consider the risk factors discussed below and in the accompanying prospectus as well as the other information contained
or incorporated by reference in this prospectus supplement and the accompanying prospectus before making an investment decision. The risks
discussed below, any of which could materially affect our business, financial condition or results of operations, are not the only risks facing us.
Additional risks and uncertainties not currently known to us or that we currently deem to be immaterial may also materially and adversely affect
our business, financial condition or results of operations. The trading price of our common stock could decline due to any of these risks, and you
may lose all or part of your investment.

Risks Relating to Our Business

The operations of CNLRP, USRP and the Income Funds may not be integrated successfully and intended benefits of the mergers may not be
realized, which could adversely affect our results of operations.

The continuing integration relating to the mergers poses risks for our ongoing operations, including that:

� we may not achieve expected cost savings and operating efficiencies, such as the elimination of redundant administrative costs and
property management costs;

� the diversion of management attention to the integration of the operations of CNLRP, USRP and the Income Funds could have an
adverse effect on our revenues, expenses and operating results;

� the portfolios of the parties to the mergers may not perform as well as anticipated due to various factors, including changes in general
economic conditions and the performance of restaurant properties in markets in which the parties have a substantial presence;

� we may not effectively integrate the operations and portfolio management systems of CNLRP, USRP and the Income Funds,
particularly since we hired very few USRP employees during the transition phase; and

� our internal accounting and finance staff and our financial and management controls, reporting systems and procedures may
not meet the internal control and financial reporting needs of a much larger, more complicated combined company.

If we fail to integrate successfully CNLRP, USRP and the Income Funds and/or fail to realize the intended benefits of the mergers, our results of
operations could be adversely affected.

Our substantial debt could adversely affect our cash flow, limit our flexibility to raise additional capital and prevent us from making
distributions on the outstanding shares of common stock.
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We have a significant amount of debt. As of September 30, 2005, we had total consolidated debt of approximately $1,532 million and
stockholders� equity of approximately $967 million.

Our substantial amount of debt could have important consequences to you. For example, it could:

� require us to dedicate a substantial portion of our cash flow from operations to make payments on our debt, reducing the availability of
our cash flow to fund future capital expenditures, working capital, execution of our growth strategy and other general corporate
requirements;

� increase our vulnerability to general adverse economic and industry conditions and adverse changes in governmental regulations;

� limit our flexibility in planning for, or reacting to, changes in our business and the REIT industry, which may place us at a competitive
disadvantage compared with our competitors;

� limit our ability to make distributions on our outstanding common and preferred stock;

S-9
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� limit our ability to borrow additional funds, even when necessary to maintain adequate liquidity; and

� make us more vulnerable to increases in interest rates because of the variable interest rates on some of our borrowings.

The terms of our senior credit facilities, the indenture governing our 7 1/2% Senior Notes due 2015 (the �Notes�) and our other existing financing
arrangements allow us to incur substantial amounts of additional debt, subject to certain limitations. We may incur additional debt to execute our
strategy. All such additional debt would increase the risks associated with our substantial leverage.

Our cash flow from operations and borrowings under our financing arrangements may not be sufficient to satisfy our debt service
obligations or to fund our other liquidity needs or capital expenditures.

Our ability to make payments on or refinance our debt will depend largely upon our future operating performance, which is subject to general
economic, financial, competitive, legislative, regulatory and other factors that are beyond our control. The operation of our business and the
REIT distribution requirements require substantial capital resources. We do not anticipate generating sufficient amounts of cash from our
operating activities to fund all of these capital needs. Consequently, in order to service our REIT distribution requirements and our debt
obligations and to fund our development and other activities, we must rely on external sources of capital.

If we do not have sufficient cash flow or cash available to meet our debt service obligations, we may have to renegotiate the terms of our debt. In
addition we would be required to repay or refinance substantially all of our debt. We cannot assure you that we will be able to repay or refinance
any of our debt on commercially reasonable terms or at all. If we are unable to refinance our debt or obtain new financing under these
circumstances, we would have to consider other options, such as:

� sales of certain assets to meet our debt service obligations;

� sales of equity; and

� negotiations with our lenders to restructure the applicable debt.

However, these options may not be adequate or feasible. Our financing arrangements and the indenture governing our Notes may restrict, or
market or business conditions may limit, our ability to do some of these things. Moreover, if we are unable to obtain sufficient financing when
we need it or on terms satisfactory to us, our development activities could have to be delayed, curtailed or eliminated and our financial results
could be adversely affected.

We utilize an �upreit� structure and, as a result, we rely on the receipt of funds from our subsidiaries in order to meet our cash needs,
service our indebtedness and make distributions on the outstanding shares of our common stock.

We are organized in an �upreit� structure and our principal assets consist of the shares of capital stock or other equity of our subsidiaries. Without
independent means of generating operating revenues, we depend on dividends, distributions and other payments from our subsidiaries to fund
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our obligations and meet our cash needs. The payment of some of these dividends, distributions and other payments from our subsidiaries to us
are subject to contractual restrictions and future agreements may impose more restrictions. We cannot assure you that the operating results of our
subsidiaries at any given time will be sufficient to make distributions to us in order to allow us to make payments on our indebtedness and make
distributions on the outstanding shares of our common stock.
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The financing agreements governing our debt contain various covenants that limit our discretion in the operation of our business and could
lead to acceleration of debt repayment.

Our existing and future financing agreements impose and will impose operating and financial restrictions on our activities. These restrictions
require us to comply with or maintain certain financial tests and ratios, including a maximum consolidated leverage ratio, a maximum ratio of
secured indebtedness to consolidated total tangible assets, a minimum consolidated tangible net worth test and minimum consolidated fixed
charge and interest coverage ratios, and limit or prohibit our ability to, among other things:

� borrow money and guarantee debt;

� create liens;

� pay dividends on or redeem or repurchase stock;

� restrict dividends or other payments or distributions from material subsidiaries;

� make investments or acquisitions;

� enter into sale/leaseback transactions;

� enter into transactions with affiliates; and

� sell assets or merge with other companies.

These restrictions on our ability to operate our business could seriously harm our business by, among other things, limiting our ability to take
advantage of financings, mergers, acquisitions and other corporate opportunities.

Various risks, uncertainties and events beyond our control could affect our ability to comply with these covenants and maintain the financial
tests and ratios required by some of the instruments governing our financing arrangements. Failure to comply with any of the covenants in our
existing or future financing agreements could result in a default under those agreements and under other agreements containing cross-default
provisions. A default would permit lenders to accelerate the maturity of the debt under these agreements and to foreclose upon any collateral
securing that debt. Under these circumstances, we might not have sufficient funds or other resources to satisfy all of our obligations. In addition,
the limitations imposed by financing agreements on our ability to incur additional debt and to take other actions might significantly impair our
ability to obtain other financing. We may not be able to obtain future waivers or amendments, if necessary.

We cannot assure you we will continue to make distributions at historical rates.
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Our ability to continue to make distributions on our common stock at historical rates or to increase our common stock dividend rate, and our
ability to make distributions on our preferred stock and to service our debt, will depend on a number of factors, including, among others, the
following:

� our financial conditions and results of future operations;

� the performance of lease terms by tenants;

� the terms of our loan covenants; and

� our ability to acquire, finance and lease additional properties at attractive rates.

If we do not maintain or increase the dividend rate on our common stock, it could have an adverse effect on the market price of our common
stock. Our outstanding preferred stock has a fixed dividend rate, and, with respect to the right of the payment of dividends, such stock ranks
senior to our common stock. Any preferred stock that we may offer in the future may have similar provisions. In addition to being subject to
payment in full of the dividends on our outstanding preferred stock, payment of dividends on our common stock also is subject to payment of
interest on our existing debt or any debt we may incur in the future, and may be subject to payment in full of the dividends on any preferred
stock we may offer in the future.

S-11
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Our operations and financial condition could be adversely affected by a number of factors affecting the value of real estate.

Our investments will be subject to the risks generally associated with the ownership of real property, including:

� adverse changes in certain economic conditions;

� changes in the investment climate for real estate;

� increases in real estate tax rates and other operating expenses;

� adverse changes in governmental rules and fiscal policies, including zoning and land use;

� the relative illiquidity of real estate; and

� compliance with environmental and other ordinances, regulations and laws.

Any adverse changes in, or increased costs resulting from, these or other factors could adversely affect our results of operations.

We rely on a small number of tenants for a significant portion of our revenue, and rental payment defaults by these significant tenants could
adversely affect our results of operations.

As of September 30, 2005, our largest tenant represented 7.1% of our total annualized base rent and our ten largest tenants represented 36% of
our total annualized base rent. As a result of the concentration of revenue generated from these few tenants, if any one of them were to cease
paying rent or fulfilling their other monetary obligations, we could have significantly reduced rental revenues or higher expenses until the
defaults were cured or the properties were leased to a new tenant or tenants. This could adversely affect our results of operations.

Changes in trends in the restaurant industry could adversely affect the sales, profitability and success of the chain restaurants that our
tenants operate.

The chain restaurants operated by our tenants are generally within the quick service or casual dining segments of the restaurant industry, each of
which is highly competitive. The success of these restaurants depends largely on the restaurant operators� ability to adapt to trends and other
factors affecting the restaurant industry including increased competition among restaurants (including competition for concept name recognition,
products, price, value, quality, healthiness, service and convenience), the consolidation of restaurant chains, industry overbuilding, changing
consumer habits, the introduction of new concepts and menu items, the increased costs of food products, the availability of labor and general
economic conditions. Losses incurred by a particular chain restaurant as a result of these or other factors could adversely affect the income that
is derived from our restaurant properties, which may impact our tenants� ability to make payments to us, which would have an adverse affect on
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Tenant bankruptcy proceedings could negatively affect our income.

During the past few years, several of our tenants have filed voluntary petitions for bankruptcy. As of September 30, 2005, fewer than 3% of our
properties were subject to bankruptcy proceedings.

As the owner of the bankrupt tenants� underlying real estate, we face no risk of loss of ownership of the property itself if the bankrupt tenant
rejects any of our leases. However, tenant bankruptcies could adversely affect our income in the following ways:

� reduction, interruption or termination of lease payments related to tenants� leases;

� reduction of revenue resulting from restructuring leases;

S-12
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� increase in costs associated with the maintenance and financing of vacant properties;

� increase in costs associated with litigation and the protection of the properties; and

� increase in costs associated with improving and re-leasing the properties.

In connection with any tenant bankruptcy, we establish reserves relating to rent payments and other accounts receivable and take impairments to
the book value of the underlying real estate, as appropriate, to reflect the difference between the net book value and the market value of the asset
in cases where we do not believe the net book value will be recoverable through future operations and disposal of the asset. It may be necessary
to take additional asset impairments and write-offs and/or establish additional reserves in the event of future tenant bankruptcies or if the current
reserves and impairment charges prove to be inadequate. These factors may have a material adverse effect on our results of operations.

We may not be able to re-lease properties upon the termination, expiration or rejection of leases at comparable lease rates or at all.

The leases of the properties that comprise our portfolio expire on dates ranging from 2005 to 2025. As of September 30, 2005, leases due to
expire thru 2010 represented approximately 20.5% of our total properties and approximately 15.7% of our total annualized base rent. Also, as of
September 30, 2005, approximately 4.2% of our total properties representing 2.4% of the portfolio�s net carrying value were vacant (excluding
unoccupied properties for which rent is currently being paid). Upon the termination or expiration of a lease, we might not be able to re-lease the
related property. If we are able to re-lease, the lease rate might not be comparable to the expiring lease or additional expenses may be incurred
because of, among other things, a downturn in the commercial leasing markets where we operate and the general performance of the restaurant
industry or a specific property.

Our investment property sales program may be adversely affected by a significant reduction in or elimination of capital gains taxes or
changes in interest rates.

The market for our investment property sales program is driven, in part, by demand created by property buyers seeking continued capital gains
tax deferrals. Any new proposal to significantly reduce or eliminate the capital gains tax could negatively impact demand for properties offered
by our investment property sales program. In addition, an increase in general levels of interest rates could result in buyers requiring a higher
yield, which may not be matched with higher yields from tenants. This could cause us to experience lower average gains or even losses on the
future sales of investment property sales program. Conversely, if interest rates are low, we may lose potential lease transactions to competitors
such as large national and regional banks who can offer less expensive mortgage financing that restaurant operators may find more attractive
than our leases. This may reduce the pool of properties available for us to purchase under our investment property sales program.

We may be unable to sell properties when appropriate because real estate investments are illiquid.

Real estate investments generally cannot be sold quickly. Also, with the exception of our investment property sales program that takes place
within a taxable REIT subsidiary, unless certain safe harbors for sales of property by REITs apply, if such property is deemed held primarily for
sale in the ordinary course of business, sales of such property will be subject to a 100% percent �prohibited transaction� tax on any net income
derived from such sales. Consequently, we may not be able to alter our portfolio promptly in response to changes in economic or other
conditions. Our inability to respond quickly to adverse changes in the performance of our investments could have an adverse effect on our ability
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We may not be able to acquire or sell properties on terms that are acceptable, or at all.

We routinely acquire and make strategic dispositions of our properties. There may not be opportunities for further acquisitions of properties or
opportunities to finance the acquisition of properties on terms that meet our
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investment criteria, which may adversely affect our growth. In addition, we may not be able to sell properties for a gain, and may sustain a loss,
on such sales relative to current net book value of such properties. In addition, if our cash flows were to significantly decrease for any reason, we
may have to sell one or more properties to support our operations. In such event, we may incur losses on the disposition of such properties.

Our assets may decline in value and, as a result, may be subject to impairment charges.

We periodically, but no less frequently than annually, evaluate our real estate investments and other assets for impairment indicators. The
judgment regarding the existence of impairment indicators is based on factors such as market conditions, operator performance and legal
structure. If we determine that a significant impairment has occurred, we would be required to make an adjustment to the net carrying value of
the asset, which could have a material adverse affect on our results of operations and funds from operations in the period in which the write-off
occurs. In addition, to the extent we are unable to sell properties for book value, we may be required to take a non-cash impairment charge or
loss on the sale, either of which would reduce our net income.

If we cannot obtain additional capital, our ability to grow will be limited.

Our growth strategy includes continuing to acquire properties leased to operators of national and regional restaurant chains. We will be unable to
fund growth with cash from operating activities because, in addition to other requirements, we are required to distribute to our stockholders at
least 90% of our taxable income each year to continue to qualify as a REIT for federal income tax purposes. As a result, we will have to rely
primarily upon the availability of debt or equity capital, which may not be available on acceptable terms or at all. The debt could include
unsecured or mortgage loans from lenders or the sale of debt securities. Equity capital could include common or preferred stock or units of
limited partnership interest in our operating partnerships. We cannot assure you that additional financing, refinancing or other capital will be
available in the required amounts or on acceptable terms. Our access to debt or equity capital will depend on a number of factors, including the
market�s perception of our growth potential, our then current and potential future earnings, restrictions in our existing debt agreements and the
actions of credit rating agencies, including rating watches or downgrades. Depending on these factors, we could experience delay or difficulty in
implementing our growth strategy on satisfactory terms, or could be unable to implement this strategy.

Our securitizations could require replacement property contributions or accelerated principal paydowns and could be adversely affected by
changes in rating agencies� perceptions of the securitizations and the leases and loans underlying them.

As of September 30, 2005, we had $1.1 billion of rated securities structured in private placement securitization transactions. In the event of
tenant defaults relating to pledged properties in our net lease securitizations, we may elect to contribute additional properties or substitute
properties into these securitized pools from properties we own and that are not otherwise pledged as collateral. In addition, if certain ratios are
exceeded or not maintained within the net lease securitizations, then principal paydown on the outstanding bonds is accelerated. For the years
ended December 31, 2004, 2003 and 2002, CNLRP was required to make additional debt reductions of $2.4 million, $0.4 million and $0.9
million, respectively, as a result of exceeding certain ratios in the triple-net lease pools. While we have not made any such additional debt
reductions as of September 30, 2005, there is no guaranty that we won�t be required to make such additional debt reductions in the future. Upon
the occurrence of a significant amount of delinquencies and/or defaults, one or more of the three rating agencies may choose to place a specific
transaction on ratings watch or even downgrade one or more classes of securities to a lower rating. Should the loans or leases underlying the
securities default, and the securities undergo a negative ratings action, we could experience material adverse consequences impacting our ability
to continue earning income as servicer and our ability to engage in future desirable securitization transactions.

S-14

Edgar Filing: TRUSTREET PROPERTIES INC - Form 424B5

Table of Contents 23



Table of Contents

Severe weather conditions and other catastrophes may result in an increase in the number of defaults by our tenants.

Our business is exposed to the risk of severe weather conditions and other catastrophes. Catastrophes can be caused by various events, including
natural events such as hurricanes, severe winter weather, tornadoes, windstorms, earthquakes, hailstorms, severe thunderstorms and fires, and
other events such as explosions, terrorist attacks and riots. The incidence and severity of catastrophic and severe weather conditions are
inherently unpredictable. Our properties are generally leased to tenants subject to triple net leases, meaning that the tenant is responsible for
repairs and maintenance on the properties, and is required to pay the real estate taxes and maintain full property insurance coverage on the
properties. In many cases, we also require the tenant to carry business interruption insurance which would provide for payment of rent while the
property is closed. We anticipate that the tenant�s insurance would cover the damages from any such catastrophes. In the event the tenant�s
insurance does not cover damage incurred, and the tenant does not have resources to cover the difference, we carry contingent property coverage
that would generally pay for repairs when the tenant�s insurance is either insufficient or non-existent.

The development and redevelopment of properties presents risks not present in existing operating properties.

In connection with the development of new properties and the redevelopment of existing properties, we will be subject to risks, including:

� cost overruns;

� delays because of a number of factors, including unforeseen circumstances, strikes, labor disputes or supply disruptions, zoning,
permitting and approval issues, and bad weather and other acts of God;

� design and construction defects;

� contractor and subcontractor disputes and mechanics� liens; and

� lack of income-generating capacity until leasing.

Any of these factors could have a material adverse effect on our financial condition and results of operations.

Environmental laws and regulations could reduce the value of our properties or our tenants� profitability.

All real property and the operations conducted on real property are subject to federal, state and local laws and regulations relating to hazardous
materials, environmental protection and human health and safety. Under various federal, state and local laws, ordinances and regulations, we or
our tenants may be required to investigate and clean up certain hazardous or toxic substances released on or in restaurant or service station
properties we own, and also may be required to pay other costs relating to hazardous or toxic substances. This liability may be imposed without
regard to whether we or our tenants knew about the release of these types of substances or were responsible for their release. The presence of
contamination or the failure to remediate properly contamination at any properties or the migration of contaminants to or from our properties
from or to adjacent third-party locations may adversely affect our ability to sell or lease those properties or to borrow using those properties as
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The costs or liabilities could exceed the value of the affected real estate. The uses of any property prior to our acquisition and the building
materials and products used at the property are among the property-specific factors that will affect how the environmental laws are applied to the
properties. By the nature of their businesses, our tenants utilize cleaning agents and other potentially hazardous materials and, with regard to
service station properties, maintain underground storage tanks. If we are subject to any material environmental liabilities, the liabilities could
adversely affect our results of operations and ability to meet our obligations. We cannot predict what other environmental legislation or
regulations will be enacted in the future, how existing or future laws or regulations will be administered or interpreted or what environmental
conditions may be found to
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exist on the properties in the future. Compliance with existing and new laws and regulations may require us or the tenants to spend funds to
remedy environmental problems. Our tenants, like many of our competitors, have incurred, and will continue to incur, capital and operating
expenditures and other costs associated with complying with these laws and regulations, which will adversely affect their potential profitability,
which could in turn impact their ability to make lease payments to us.

Generally, tenants must comply with environmental laws and meet remediation requirements. Our leases typically impose obligations on tenants
to indemnify us from any compliance costs we may experience as a result of the environmental conditions on the property. If a lease does not
require compliance by the tenant, however, or if a tenant fails to or cannot comply, we could be forced to pay these costs. In addition, in some
cases we are responsible for adverse environmental conditions not caused by a tenant. If not addressed, environmental conditions could impair
our ability to sell or re-lease the affected properties in the future or result in lower sales prices or rent payments.

The revenues generated by our tenants could be negatively affected by various federal, state and local laws and regulations to which they are
subject.

We and our tenants will be subject to a wide range of federal, state and local laws and regulations, such as local licensing requirements, land use
ordinances, consumer protection laws, and fire, life-safety and similar requirements which regulate the use of the properties. The leases typically
require that each tenant comply with all laws and regulations. Failure to comply could result in fines by governmental authorities, awards of
damages to private litigants, or restrictions on the ability to conduct business on such properties. This in turn could impair the ability of a tenant
to pay rent, could require us to pay penalties or fines relating to any non-compliance, and could adversely affect our ability to re-sell or re-lease a
property.

The loss of certain members of our management team could adversely affect our business.

We depend upon the services of Curtis B. McWilliams, as chief executive officer and president and Steven D. Shackelford, as chief operating
officer and chief financial officer. Loss of the services of either Mr. McWilliams or Mr. Shackelford could have a material adverse effect on our
business and financial condition.

Risks Relating to This Offering

Any issuance of shares of our common stock in the future could have a dilutive effect on your investment.

We may sell shares of our common stock, or securities convertible or exchangeable into or exercisable for shares of our common stock, in the
public or private equity markets if and when conditions are favorable, even if we do not have an immediate need for capital at that time. We
could choose to issue such shares or securities for a variety of reasons, including for investment or acquisition purposes. Raising funds by
issuing shares of our common stock, or securities convertible or exchangeable into or exercisable for shares of our common stock, will dilute the
ownership of our existing holders of common stock. Additionally, we may issue equity securities in the future that have rights, preferences or
privileges that are senior to your rights as a holder of our common stock.
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Market interest rates may have an effect on the value of our common stock.

One of the factors that will influence the price of our common stock will be the dividend yield on the common stock (as a percentage of the price
of our common stock) relative to market interest rates. An increase in market interest rates, which are currently at low levels relative to historical
rates, may lead prospective purchasers of our common stock to expect a higher dividend yield and higher interest rates would likely to increase
our borrowing costs and potentially decrease funds available for distribution. Thus, higher market interest rates could cause the market price of
our common stock to go down.
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Our common stock price may be volatile.

Our common stock is traded on the New York Stock Exchange. The market price of our common stock has fluctuated substantially in the past
and could fluctuate substantially in the future, based on a variety of factors, including future announcements covering us, government
regulations, litigations, changes in earnings estimates by analysts, fluctuations in quarterly operating results, or general conditions in the real
estate market. Furthermore, stock prices for many companies fluctuate widely for reasons that may be unrelated to their operating results. Those
fluctuations and general economic, political and market conditions may adversely affect the market price of our common stock.

Tax Risks

Because we are a REIT, our distributions do not receive favorable tax treatment.

On May 28, 2003, the President signed into law the Jobs and Growth Tax Relief Reconciliation Act of 2003 (which we will refer to as the Act).
Under the Act, the current maximum tax rate on the long-term capital gains of non-corporate taxpayers is reduced to 15% for tax years
beginning on or before December 31, 2008. The Act also provides that the tax rate on �qualified dividend income� is the maximum capital gains
rate rather than the tax rate that applies to ordinary income. Because we are a REIT, our distributions are not generally eligible for this new tax
rate on dividends. As a result, our ordinary REIT distributions will be taxed to investors at the higher tax rates applicable to ordinary income.
Certain earnings derived by our taxable REIT subsidiary are subjected to an income tax, and when distributed to us, can result in a portion of our
distribution to our stockholders qualifying for the 15% rate. Without further legislation, in 2009 the maximum tax rate on long-term capital gains
will revert to 20%, and all dividends will again be subject to tax at ordinary rates.

We will be subject to increased taxation if we fail to qualify as a REIT for federal income tax purposes.

We intend to continue to operate in a manner that will enable us to remain qualified as a REIT for federal income tax purposes. A REIT
generally is not taxed at the corporate level on income it distributes to its stockholders, as long as it meets various complex organizational, asset,
and income tests, and distributes annually at least 90% of its taxable income to its stockholders. While we continuously monitor our activities to
make sure we are in compliance with the REIT qualification rules, these rules are complex and subject to change, and complying with them may
depend on events which are not under our control. If we fail to qualify as a REIT, we generally would be subject to federal income tax at regular
corporate rates subject to the relief provisions discussed under �Federal Income Tax Considerations�Requirements for REIT Qualification�Relief
from Consequences of Failing to Meet Asset Tests� in the accompanying prospectus. In addition to these taxes, we may be subject to the federal
alternative minimum tax. Furthermore, unless we are entitled to relief under specific statutory provisions, we could not elect to be taxed as a
REIT for four taxable years following the year during which we are disqualified. Therefore, if we lose our REIT status, the funds available to
satisfy our obligations for distribution to our stockholders or to service our debt obligations, including the notes, would be reduced substantially
for each of the years involved. In addition, the failure to qualify as a REIT would also trigger a default under our existing revolving credit
facility and other debt agreements.

While we continuously monitor our activities to make sure we are in compliance with the REIT qualification rules, these rules are subject to
change and actions we may have taken in the past may no longer qualify us under the current rules. To the extent that the REIT qualification
rules change in the future and as a result we no longer qualify as a REIT, this would substantially increase our income tax liability and would
have a material adverse effect upon our results of operations, financial condition, and ability to make distributions.
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Excessive non-real estate asset values may jeopardize our REIT status.

In order to qualify as a REIT, at least 75% of the value of our assets must consist of investments in real estate, investments in other REITs, cash
and cash equivalents, and government securities. Therefore, the value of any property that is not considered a real estate asset for federal income
tax purposes must represent in the
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aggregate less than 25% of our total assets. In addition, under federal income tax law, we generally will not be able to own securities in any one
company (other than a REIT, a qualified REIT subsidiary or a taxable REIT subsidiary) which represent in excess of 10% of the voting
securities or 10% of the value of all securities of any one company, or which have, in the aggregate, a value in excess of 5% of our total assets,
and we may not own securities of one or more taxable REIT subsidiaries which have, in the aggregate, a value in excess of 20% of our total
assets. The 25%, 20%, 10% and 5% tests are determined at the end of each calendar quarter. If we fail to meet any such test at the end of any
calendar quarter, we may cease to qualify as a REIT subject to the relief provisions discussed under �Federal Income Tax
Considerations�Requirements for REIT Qualification�Relief from Consequences of Failing to Meet Asset Tests� in the accompanying prospectus.

Certain of our leases may be recharacterized as financings, which would eliminate our depreciation deductions on our properties.

If any of our leases do not constitute a lease for federal income tax purposes, it will be treated as a financing arrangement. The recharacterization
of a lease in this fashion may have adverse tax consequences for us. In particular, we would not be entitled to claim depreciation deductions with
respect to any improvements on the property (although we should be entitled to treat part of the payments we would receive under the
arrangement as the repayment of principal). In that event, in certain taxable years, our taxable income and the corresponding obligation to
distribute 90% of that income would be increased. Any increase in our distribution requirements may limit our ability to operate our business, to
invest in additional property or to service our debt obligations.

We may have to borrow funds or sell assets to meet our distribution requirements.

Subject to some adjustments that are unique to REITs, a REIT generally must annually distribute at least 90% of its otherwise taxable income.
For the purpose of determining taxable income, we may be required to accrue interest, rent and other items treated as earned for tax purposes
that we have not yet received. In addition, we may be required not to deduct certain expenses, or not to accrue as expenses for tax purposes some
items which actually have been paid. As a result, we could have taxable income in excess of cash available for distribution. If this occurs, we
may have to borrow funds or liquidate some of our assets in order to meet the distribution requirements applicable to a REIT.

We may be subject to other tax liabilities.

Even if we qualify as a REIT, we may be subject to some federal, state and local taxes on our income and property, such as franchise, sales and
property taxes, that could reduce operating cash flow. Certain of our subsidiaries have elected to be taxable REIT subsidiaries, and therefore, are
subject to taxation at regular corporation rates. These tax obligations may adversely affect our results of operations.
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USE OF PROCEEDS

We expect the net proceeds of this offering, after payment of the underwriting discount and other offering expenses, to be approximately
$             million ($             million if the underwriters option to purchase additional shares is exercised in full). We intend to use the net proceeds
to repay indebtedness outstanding on our revolving line of credit (the �Revolver�). As of November 22, 2005, we had $129 million outstanding
under our Revolver. Borrowings under our Revolver accrue interest at a rate of LIBOR plus 2.25% per annum. The initial maturity date of the
Revolver is April 2008, with an available one-year extension. We have previously used the Revolver to acquire properties held for investment.
Affiliates of certain of the underwriters are lenders under our Revolver and will receive a portion of the repayment of the Revolver with the net
proceeds of this offering. See �Underwriting�Other Relationships.�

We expect from time to time following this offering and the repayment of the Revolver referenced above to borrow using the then existing
capacity under our Revolver and our warehouse facilities and the increased availability of the Term Loan to provide funds for general working
capital and other corporate purposes, primarily acquisitions of additional properties. See �Recent Developments.� Although we have entered into
executed commitments with respect to certain acquisitions, there is no assurance that any or all of these acquisitions will be consummated or will
be consummated on the specified terms.
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SELECTED FINANCIAL DATA

The following table sets forth selected consolidated financial data of Trustreet Properties, Inc. All historical data prior to February 25, 2005 is
that of CNLRP, which was treated as the acquirer in the mergers for accounting purposes. The selected consolidated financial data of CNLRP as
of December 31, 2004 and 2003 and for each of the years in the three-year period ended December 31, 2004 have been derived from CNLRP�s
audited consolidated financial statements and related notes incorporated by reference in this prospectus. The selected consolidated financial data
of CNLRP as of December 31, 2002, 2001, and 2000 and for each of the years in the two-year period ended December 31, 2001 have been
derived from CNLRP�s audited consolidated financial statements and related notes which are not incorporated by reference in this prospectus
supplement. The selected consolidated financial data for the nine months ended September 30, 2005 and 2004 was derived from our unaudited
financial statements that have been incorporated by reference in this prospectus supplement and, in the opinion of management, includes all
adjustments, consisting of normal recurring adjustments, that are necessary for a fair statement of the results for the respective interim periods.
Operating resulting for the nine months ended September 30, 2005 are not necessarily indicative of results that may be expected for the full year.
In addition, the historical results included below are not necessarily indicative of our future performance.

Nine Months
Ended September 30, Year Ended December 31,

2005(1) 2004(2) 2004(2) 2003(2) 2002(2) 2001(2) 2000(2)

(unaudited)
(dollars in thousands)

Statement of Operations Data:
Revenues:
Sale of real estate $ � $ � $ � $ � $ 209,498 $ 128,480 $ �
Rental income from operating leases 104,594 42,132 57,491 59,938 66,218 72,537 59,919
Earned income from direct financing leases 8,865 7,479 10,131 10,595 11,535 11,982 12,750
Interest income from mortgage, equipment and other notes
receivables 15,860 19,962 26,394 29,807 34,552 40,831 21,438
Investment and interest income 1,697 3,811 3,770 4,586 5,347 5,845 8,240
Net decrease in value of mortgage loans held for sale, net of
related hedge � � � (1,853) (5,368) (5,070) (6,855)
Gain on sale of mortgage loans � � � � � 4,120 �
Other income 4,358 4,633 7,107 9,610 12,308 13,255 8,908

Total revenues 135,374 78,017 104,893 112,683 334,090 271,980 104,400
Expenses:
Cost of real estate sold � � � � 193,179 118,372 �
General operating and administrative 28,240 19,065 27,346 25,208 28,433 29,592 26,083
Interest expense 65,972 36,070 47,999 50,576 58,401 67,892 46,806
Property expenses 4,706 119 311 743 3,026 1,892 4,306
State and other taxes 696 265 337 212 88 931 1,184
Depreciation and amortization 22,400 8,631 11,753 12,206 12,762 17,357 14,740
Transaction costs � � � � � � 10,315
Loss on termination of cash flow hedges 8,558 940 940 502 � 8,060 5,348
Impairments and provisions on assets 298 2,775 4,551 12,864 9,510 39,848 2,476

Total expenses 130,870 67,865 93,237 102,311 305,409 283,944 111,258
Income (loss) from continuing operations before minority interest
and equity in earnings of unconsolidated joint ventures 4,504 10,152 11,656 10,372 28,681 (11,964) (6,858)
Minority interest (1,627) (2,597) (3,718) (1,913) (2,409) (1,250) 1,024
Equity in earnings of unconsolidated joint ventures 90 97 105 108 101 98 98

Income (loss) from continuing operations 2,967 7,652 8,043 8,567 26,373 (13,116) (5,736)
Income (loss) from discontinued operations, net of income taxes 27,853 27,194 33,840 34,030 9,564 (6,357) 9,453
Gain (loss) on sale of assets 9,643 140 135 (157) (347) (1,138) (790)
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Cumulative effect of accounting change � � � � � (3,841) �

Net income (loss) 40,463 34,986 42,018 42,440 35,590 (24,452) 2,927
Dividends on preferred stock (17,275) � � � � � �

Net income (loss) allocable to common stockholders $ 23,188 $ 34,986 $ 42,018 $ 42,440 $ 35,590 $ (24,452) $ 2,927
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Nine Months

Ended September 30, Year Ended December 31,

2005(1) 2004(2) 2004(2) 2003(2) 2002(2) 2001(2) 2000(2)

(unaudited)
(dollars in thousands, except per share data)

Balance Sheet Data (at period end):
Cash and cash equivalents(3) $ 27,103 $ 17,499 $ 22,744 $ 36,955 $ 16,579 $ 21,924 $ 24,382
Total assets 2,589,224 1,286,035 1,243,649 1,298,116 1,383,450 1,560,117 1,605,944
Total debt(4) 1,531,927 744,648 712,500 751,834 831,223 973,715 941,866
Total stockholders� equity 967,124 463,775 453,422 479,886 494,151 526,182 607,738
Other Financial Data:
Basic and diluted income (loss) per share from
continuing operations allocable to common
stockholders(5) $ (0.09) $ 0.22 $ 0.23 $ 0.24 $ 0.75 $ (0.42) $ (0.19)
Dividends declared on common stock 59,948 51,751 69,002 69,002 67,991 66,466 66,329
Dividends per share declared on common stock 1.02 1.14 1.52 1.52 1.52 1.52 1.52

(1) Operating results for the nine months ended September 30, 2005 include the results of CNLRP from January 1, 2005 through February 24, 2005, and include
the operating results of the merged companies from February 25, 2005 through September 30, 2005.

(2) These are the historical operating results of CNLRP, who was treated as the acquirer in the mergers for accounting purposes.
(3) Only includes unrestricted cash.
(4) Total debt does not include principal and accrued interest balances of $35.4 million, $35.8 million, $23.5 million and $4.25 million outstanding at

September 30, 2004, December 31, 2004, 2003 and 2002, respectively, due to CNL Financial Group, Inc., an affiliate. The Company repaid such principal
and accrued interest in April 2005. No such amounts were outstanding at September 30, 2005, December 31, 2001 and 2000. Total debt does not include the
premium of $1.2 million received upon issuance of the $50 million add-on senior unsecured notes.

(5) The weighted average shares outstanding calculation for all periods presented has been restated to show the effect of the exchange of shares as a result of the
mergers.
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BUSINESS

Overview

We are the largest REIT in the United States focused primarily on the restaurant industry. We are a fully integrated, self-advised REIT whose
principal business is acquiring, owning, leasing and servicing restaurant properties under a triple-net lease structure. We had approximately $2.6
billion in assets as of September 30, 2005. Our portfolio is geographically diverse and consists primarily of triple-net leases with operators of
well-known national and regional restaurant concepts. As of September 30, 2005, we owned over 2,000 properties representing over 170 total
concepts operated by over 450 different franchisors and franchisees in 49 states. As of September 30, 2005, the largest concepts within our
portfolio based on the percentage of our total annualized base rent were Burger King, Golden Corral, Jack in the Box, Arby�s, International
House of Pancakes, Captain D�s, Bennigan�s, Wendy�s, Denny�s and Pizza Hut. Our owned properties include less than 100 service station
properties, most of which include convenience stores. Our equity market capitalization, based on the closing price of our common stock on the
New York Stock Exchange on November 22, 2005, was $923.8 million.

We focus on the major national and regional chains operating within the �quick service� and �casual dining� segments of the restaurant industry as
we believe these generally provide more stable and consistent revenue streams within the larger restaurant industry. We acquire, own, lease and
service restaurant properties under a triple-net lease structure where tenants are responsible for property operating costs, including property
taxes, insurance and maintenance. Our triple-net lease strategy is designed to provide us with a long-term, growing and predictable stream of
cash while minimizing the impact and volatility of ongoing property operating costs. We also continue to provide advisory and other financial
services to the restaurant industry and maintain an active investment property sales program.

We were formed in February 2005 through the combination of two REITs focused primarily on the restaurant industry, CNLRP and USRP, and
18 Income Funds which owned primarily triple-net leased restaurant properties. We are managed by the senior management team that has led
CNLRP for over seven years. We believe that the mergers have further diversified our portfolio and enhanced our leading position in the
restaurant industry. We believe that our increased size, financial resources and scaleable infrastructure will enable us to capitalize on significant
investment and financing opportunities. We continue to anticipate the mergers to generate cost benefits, much of which we are now realizing,
primarily through the reduction of headcount, the consolidation of corporate headquarters, the reduction of tax, audit and administrative fees and
with the greater financial and operating flexibility, access to capital and enhanced liquidity.

Business Segments

We manage, operate and report our business in two distinct segments, a real estate segment and a specialty finance segment.

Real estate segment: Generally, the majority of our earnings are derived from this segment, the assets of which include our properties subject to
triple-net leases and mortgage, equipment and other loans to third parties. The segment�s earnings are from rental income, interest income on
loans, proceeds from dispositions of properties sold to manage portfolio risk and income from retained interests in our prior loan securitizations.

Specialty finance segment: This segment includes our Investment Property Sales (�IPS�) program and our subsidiary, Trustreet Investment
Banking, LLC, where we provide services to national and regional restaurant operators. This segment�s earnings are from lease income prior to
sale and net gains from investment property sales and to a lesser extent, investment banking and other service revenues. This segment
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historically has had earnings from interest income on mortgage loans as well. The majority of these loans were transferred to the real estate
segment on March 31, 2005, and subsequently sold to an unrelated third party in July 2005.

S-22

Edgar Filing: TRUSTREET PROPERTIES INC - Form 424B5

Table of Contents 36



Table of Contents

Business Strategies

Our business objective is to maximize stockholder returns by pursuing four complementary strategies that the address the needs of our key
customers. The four strategies are:

� financing free-standing restaurant and retail real estate;

� maximizing the potential of our real estate portfolio;

� sale of real estate to investors; and

� property improvement and redevelopment.

Strategy 1: Financing Free-standing Restaurant and Retail Real Estate

We are the largest provider of net-lease financing to the restaurant industry and we also offer investment banking and advisory services through
our subsidiary, Trustreet Investment Banking, LLC. We believe the combination of net-lease, with our ability to refer mortgage financing to our
alliance partner, is attractive to restaurant operators because we provide them with a single source to assist in optimizing their capital structures.
We anticipate that the financial returns expected by equity investors in the restaurant sector will continue to drive many public restaurant
companies to seriously consider monetizing all or a portion of their on-balance sheet real estate. We believe that our experience in the restaurant
industry, our ability to finance transactions in excess of $100 million and our relationships with most of the major restaurant concepts and
significant franchises in those systems leaves us well positioned to acquire the restaurant operators� real estate. We expect over time to hold more
of our new acquisitions than we sell through the IPS program. While we continue to make selected acquisitions in the convenience and gas
station sector, we anticipate that the predominant amount of our new property acquisitions will continue to be in the restaurant industry. We
actively survey the market seeking to identify other asset classes where we believe we can compete effectively. We expect to have purchased
between $475 to $525 million in properties for the year that will end on December 31, 2005, however, no assurance can be given that we will be
successful in purchasing such amount.

Strategy 2: Maximizing the Potential of our Real Estate Portfolio

Our real estate portfolio that is held for investment consisted of 1,906 properties with a net carrying value of $1.9 billion at September 30, 2005.
We employ standard processes to evaluate the real estate within the portfolio and actively manage the risk profile. We examine the concept,
tenant and geographic concentrations and review the leases expiring in future periods to proactively manage that risk. Periodically, we will sell
properties to realize appreciation on our original investment. In addition, we examine and evaluate alternatives for vacant properties. Those
alternatives include re-leasing the property, selling the property and reinvesting the proceeds, or possibly redeveloping the real estate with a
different restaurant or other retail concept to either continue to hold for investment or list for sale.

We perform an up-front credit assessment of both the concept and the tenant, and subsequently monitor each tenant�s ability to pay using
information we receive from our tenants, as required by most leases. The following summarizes the most recently available information on two
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key credit metrics:

� We look for rent-to-sales ratios to be under 10% for quick service restaurants and under 14% for casual dining restaurants. We receive
sales data from tenants comprising approximately 78% of annualized base rent, allowing us to monitor their rent-to-sales statistics. Of
the portfolio�s 802 quick service restaurants reporting sales, the aggregate rent as a percentage of aggregate sales was 8.5%. Of the
portfolio�s 435 casual dining restaurants reporting sales, the aggregate rent as a percentage of aggregate sales was 7.5%.

� Our initial underwriting criteria require that the tenant have a fixed charge coverage ratio (�FCCR�) of at least 1.25x, generally based on
historical financial information adjusted to include the proposed sale/leaseback financing. We receive full financial statements from
tenants comprising approximately 71% of annualized base rent, allowing us to calculate the tenant-level FCCR. Approximately 78% of
the
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units that report have a tenant-level FCCR of at least 1.25x, with a weighted average tenant-level FCCR of 1.79x. The weighted average
tenant-level FCCR for all reporting units is 1.62x. In those cases where the tenant-level FCCR is below 1.25x, we may find store-level
FCCRs that exceed 1.25x. A strong store-level FCCR often mitigates any negative impact of a weaker tenant-level FCCR.

While these two key metrics are important for monitoring each of our tenant�s ongoing ability to pay, we also rely on other initial underwriting
processes to mitigate the impact of any tenant�s financial difficulties. We perform a real estate site assessment prior to the purchase of any
property. We also review community demographics and site specifics, such as traffic count. We purchase a property after an assessment of the
individual tenant�s financial strength as well as the potential for finding a new tenant, either in a property�s current or alternate use.

Strategy 3: Sale of Real Estate to Investors

Beginning in 2001, we have sold more than $1 billion in properties through our IPS program and have generated more than $121 million in real
estate gains. At September 30, 2005, we held approximately 138 properties for sale to investors through our IPS program with an investment of
$164 million, including 118 properties with an investment of $145 million recently purchased. When we purchase a property, we determine
whether we want to hold it in our portfolio or sell the property through our IPS program. In making such a determination, we examine attributes
such as lease rate, concept, tenant concentration, geographic concentration and general real estate and economic trends in the property�s location,
as well as looking at our existing portfolio profile. We hold properties we believe will provide appreciation in excess of the general market over
time and which contribute favorably to the weighted average term and yield of the portfolio. We anticipate recognizing more than $9 million in
IPS gains in the fourth quarter of 2005, however, no assurance can be given that we will recognize such amount.

Strategy 4: Property Improvement and Redevelopment

Through our acquisition and due diligence process, we actively seek to identify properties that are suitable for development as restaurants. When
the highest and best use of a parcel is outside of the restaurant industry, other retail uses are considered. Once a parcel is identified, we actively
explore development opportunities including build-to-suit and leasing activities. These assets are then either held in the portfolio for long term
appreciation or sold to enhance our profits. In the nine months ended September 30, 2005, these activities had generated $1 million in gains in
our taxable REIT subsidiary for the properties we decided to sell. We had 37 such properties held for development with an investment of $45
million at September 30, 2005. We anticipate recognizing approximately $4 million to $5 million in gains from the sale of several of these
properties in the fourth quarter of 2005, however, no assurance can be given that we will recognize such amount.
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UNDERWRITING

We are offering the shares of common stock described in this prospectus supplement and accompanying prospectus through a number of
underwriters. Banc of America Securities LLC and Merrill Lynch, Pierce, Fenner & Smith Incorporated are the representatives of the
underwriters. We have entered into a firm commitment underwriting agreement with the underwriters. Subject to the terms and conditions of the
underwriting agreement, we have agreed to sell to the underwriters, and each underwriter has agreed to purchase, the number of shares of
common stock listed next to its name in the following table:

Underwriters Number of Shares

Banc of America Securities LLC
Merrill Lynch, Pierce, Fenner & Smith

Incorporated
Wachovia Capital Markets, LLC
Credit Suisse First Boston LLC
Morgan Keegan & Company, Inc.

Total 7,000,000

The underwriting agreement is subject to a number of terms and conditions and provides that the underwriters must buy all of the shares if they
buy any of them. The underwriters will sell the shares to the public when and if the underwriters buy the shares from us.

The underwriters will initially offer the shares to the public at the price specified on the cover page of this prospectus supplement. The
underwriters may allow a concession of not more than $             per share to selected dealers. If all the shares are not sold at the public offering
price, the underwriters may change the public offering price and the other selling terms. Our shares of common stock are offered subject to a
number of conditions, including:

� receipt and acceptance of our shares of common stock by the underwriters; and

� the underwriters� right to reject orders in whole or in part.

Electronic Delivery

In connection with this offering, certain of the underwriters or securities dealers may distribute prospectus supplements with the accompanying
prospectus electronically.

Option to Purchase Additional Shares
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We have granted the underwriters an option to purchase up to 1,050,000 additional shares of our common stock at the same price per share as
they are paying for the shares shown in the table below less the underwriting discount and less any dividends or distributions paid by us on the
shares initially purchased by the underwriters but not on the shares to be purchased upon exercise of the option to purchase additional shares.
These additional shares would cover sales by the underwriters which exceed the total number of shares shown in the table above. The
underwriters may exercise this option at any time and from time to time, in whole or in part, within 30 days after the date of this prospectus
supplement. To the extent that the underwriters exercise this option, each underwriter will purchase additional shares from us in approximately
the same proportion as it purchased the shares shown in the table above. We will pay the expenses associated with the exercise of this option.
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Discounts, Commissions and Fees

The following table shows the per share and total underwriting discounts and commissions to be paid to the underwriters, assuming both no
exercise and full exercise of the underwriters� option to purchase additional shares. We estimate that the expenses of the offering to be paid by us,
not including underwriting discounts and commissions will be approximately $325,000.

No Exercise Full Exercise

Per Share Paid by Us $ $

Total Paid by Us $ $

Listing

Our shares of common stock are listed on the New York Stock Exchange, under the symbol �TSY.�

Lock-up Agreements

All of our executive officers and directors have entered into lock-up agreements with the underwriters. Under these agreements, we and each of
these security holders may not, without the prior written approval of Banc of America Securities LLC and Merrill Lynch, Pierce, Fenner &
Smith Incorporated, as representatives of the underwriters, directly or indirectly, offer, sell, contract to sell, pledge or otherwise dispose of or
hedge our shares of common stock or securities convertible into or exchangeable for our shares of common stock. These restrictions will be in
effect for a period of 90 days after the date of this prospectus supplement, except as noted below. The 90-day restricted period described in this
paragraph will be extended if:

� during the last 17 days of the 90-day restricted period, (i) we issue an earnings release, or (ii) we issue a material news release, or
material event relating to us occurs, or

� prior to the expiration of the 90-day restricted period, we announce that we will release earnings during the 16-day period beginning on
the last day of the 90-day restricted period,

in which case the 90-day restricted period described above will continue to apply, until the expiration of the 18-day period beginning on the
issuance of the earnings release or the occurrence of the material news release or material event, unless Banc of America Securities LLC and
Merrill Lynch, Pierce, Fenner & Smith Incorporated waive, in writing, such extension. At any time and without notice, Banc of America
Securities LLC and Merrill Lynch, Pierce, Fenner & Smith Incorporated, may, in their discretion, release all or some of the securities from the
90-day lock-up agreements. Subject to certain conditions, (i) Robert Stetson, one of our directors, may sell up to 40,000 shares owned by him
during the 90-day restricted period and (ii) certain of our other directors may pledge shares owned by them during the 90-day restricted period.
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Indemnification

We will indemnify the underwriters against various liabilities, including liabilities under the Securities Act. If we are unable to provide this
indemnification, we will contribute to payments the underwriters may be required to make in respect of those liabilities.

Stabilization

In connection with this offering, the underwriters may engage in activities that stabilize, maintain or otherwise affect the price of our shares of
common stock, including:

� short sales;

� syndicate covering transactions;

� imposition of penalty bids; and

� purchases to cover positions created by short sales.
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Stabilizing transactions consist of bids or purchases made for the purpose of preventing or retarding a decline in the market price of our shares of
common stock while this offering is in progress. Stabilizing transactions may include making short sales of our shares of common stock, which
involves the sale by the underwriters of a greater number of shares of common stock than they are required to purchase in this offering, and
purchasing shares of common stock from us or in the open market to cover positions created by short sales. Short sales may be �covered� shorts,
which are short positions in an amount not greater than the underwriters� option to purchase additional shares referred to above, or may be �naked�
shorts, which are short positions in excess of that amount. Syndicate covering transactions involve purchases of our shares of common stock in
the open market after the distribution has been completed in order to cover syndicate short positions.

The underwriters may close out any covered short position either by exercising their option to purchase additional shares, in whole or in part, or
by purchasing shares in the open market. In making this determination, the underwriters will consider, among other things, the price of shares
available for purchase in the open market compared to the price at which the underwriters may purchase shares pursuant to the option to
purchase additional shares.

A naked short position is more likely to be created if the underwriters are concerned that there may be downward pressure on the price of the
shares of common stock in the open market that could adversely affect investors who purchased in this offering. To the extent that the
underwriters create a naked short position, they will purchase shares in the open market to cover the position.

The representatives also may impose a penalty bid on underwriters and dealers participating in the offering. This means that if the
representatives purchase shares in the open market in stabilizing transactions or to cover short sales, the representatives can require the
underwriters or selling group members that sold those shares as part of this offering to repay the selling concession received by them.

These activities may have the effect of raising or maintaining the market price of our shares of common stock or preventing or retarding a
decline in the market price of our shares of common stock. As a result of these activities, the price of our shares of common stock may be higher
than the price that otherwise might exist in the open market. If the underwriters commence these activities, they may discontinue them at any
time. The underwriters may carry out these transactions on the NYSE, in the over-the-counter market or otherwise.

Pricing

The public offering price will be determined by negotiations among us and the representatives of the underwriters. The primary factors to be
considered in determining the public offering price include:

� the market price per share for our shares of common stock as reported on the NYSE as of the date of pricing of this offering;

� economic conditions in and future prospects for the industry in which we compete;

� our past and present operating performance and financial condition;

� our prospects for future earnings;
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� an assessment of our management;

� the present state of our development;

� the prevailing conditions of the equity securities markets at the time of this offering; and

� current market valuations of publicly traded companies considered comparable to our company.

Selling Restrictions

Each underwriter intends to comply with all applicable laws and regulations in each jurisdiction in which it acquires, offers, sells or delivers our
shares of common stock or has in its possession or distributes this prospectus supplement and accompanying prospectus.
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European Economic Area

In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive, each of which we refer to as
a Relevant Member State, with effect from and including the date on which the Prospectus Directive is implemented in that Relevant Member
State, or the Relevant Implementation Date, an offer of the shares of common stock to the public may not be made in that Relevant Member
State prior to the publication of a prospectus supplement and accompanying prospectus in relation to the shares of common stock which has been
approved by the competent authority in that Relevant Member State or, where appropriate, approved in another Relevant Member State and
notified to the competent authority in that Relevant Member State, all in accordance with the Prospectus Directive, except that it may, with
effect from and including the Relevant Implementation Date, make an offer of shares of common stock to the public in that Relevant Member
State at any time:

� to legal entities which are authorized or regulated to operate in the financial markets or, if not so authorized or regulated, whose
corporate purpose is solely to invest in securities;

� to any legal entity which has two or more of (1) an average of at least 250 employees during the last financial year; (2) a total balance
sheet of more than EUR43,000,000 and (3) an annual net turnover of more than EUR50,000,000, as shown in its last annual or
consolidated accounts; or

� in any other circumstances which do not require the publication by the Issuer of a prospectus pursuant to Article 3 of the Prospectus
Directive.

For the purposes of this provision, the expression an �offer of shares of common stock to the public� in relation to any shares of common stock in
any Relevant Member State means the communication in any form and by any means of sufficient information on the terms of the offer and the
shares of common stock to be offered so as to enable an investor to decide to purchase or subscribe the shares of common stock, as the same
may be varied in that Member State by any measure implementing the Prospectus Directive in that Member State and the expression Prospectus
Directive means Directive 2003/71/EC and includes any relevant implementing measure in each Relevant Member State.

United Kingdom

Each underwriter acknowledges and agrees that:

� it is a person whose ordinary activities involve it in acquiring, holding, managing or disposing of investments (as principal or agent) for
the purposes of its business and (ii) it has not offered or sold and will not offer or sell the shares of common stock other than to persons
whose ordinary activities involve them in acquiring, holding, managing or disposing of investments (as principal or as agent) for the
purposes of their businesses or who it is reasonable to expect will acquire, hold, manage or dispose of investments (as principal or
agent) for the purposes of their businesses where the issue of the shares of common stock would otherwise constitute a contravention of
Section 19 of the Financial Services and Markets Act 2000, or the FSMA, by the Issuer;

� it has only communicated or caused to be communicated and will only communicate or cause to be communicated an invitation or
inducement to engage in investment activity (within the meaning of Section 21 of the FSMA) received by it in connection with the issue
or sale of the shares of common stock in circumstances in which Section 21(1) of the FSMA does not apply to us; and

Edgar Filing: TRUSTREET PROPERTIES INC - Form 424B5

Table of Contents 46



� it has complied and will comply with all applicable provisions of the FSMA with respect to anything done by it in relation to the shares
of common stock in, from or otherwise involving the United Kingdom.

This document is only being distributed to and is only directed at (i) persons who are outside the United Kingdom or (ii) to investment
professionals falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the �Order�) or
(iii) high net worth entities, and other persons to whom it may lawfully be communicated, falling within Article 49(2)(a) to (d) of the Order (all
such persons together being referred to as �relevant persons�). The shares of common stock are only available to, and any
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invitation, offer or agreement to subscribe, purchase or otherwise acquire such shares of common stock will be engaged in only with, relevant
persons. Any person who is not a relevant person should not act or rely on this document or any of its contents.

Other Relationships

Each of the underwriters and certain of their affiliates have provided, or may in the future provide, certain commercial banking, financial
advisory and investment banking services for us and certain of our affiliates, for which they have received, or will receive, customary fees.

Currently, Banc of America Securities LLC or its affiliates are:

� the buyer and agent under our existing $160.0 million warehouse facility due 2006;

� an initial purchaser under our existing $180.0 million securitization principal (Funding 2001-A) due 2006;

� an initial purchaser under our existing $131.0 million CNLRP Net Lease Funding 2001, LP Notes due 2006;

� parties to interest rate swap agreements;

� an agent for the purchasers under our $275.0 million triple net lease mortgage notes;

� a referral partner with our specialty finance segment, as a result of which the affiliate will receive referrals for mortgage debt financings
from us; and

� a lender, administrative agent, sole lead arranger and sole book manager under our senior credit facilities (consisting of the Revolver
and the Term Loan) entered into on April 8, 2005.

On November 28, 2005, we entered into a commitment letter, subject to due diligence review and certain other conditions, with Bank of
America, N.A. with respect to the increase by $100.0 million on the amount outstanding under the Term Loan.

On January 1, 2005, Bank of America, N.A.�s 2.03% limited partnership interest in CNL Restaurant Capital, LP was exchanged for all current
and future referral fees payable up to December 31, 2009, or the date of the termination of the alliance agreement with Bank of America, N.A.,
whichever is sooner.

Merrill Lynch Capital, an affiliate of Merrill Lynch, Pierce, Fenner & Smith Incorporated, is a lender under our $350 million senior credit
facilities. Wachovia Bank, National Association, an affiliate of Wachovia Capital Markets, LLC is a lender under our senior credit facilities.
Credit Suisse First Boston LLC was an agent for the purchasers under our $275.0 million triple net lease mortgage notes. Credit Suisse, Cayman
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Islands Branch, an affiliate of Credit Suisse First Boston LLC, is a lender under our senior credit facilities. In addition, Credit Suisse First
Boston, New York Branch, an affiliate of Credit Suisse First Boston LLC, is a lender under our existing $100.0 million warehouse facility due
2006.

LEGAL MATTERS

The validity of the shares of common stock offered hereby will be passed on by Pillsbury Winthrop Shaw Pittman LLP, a limited liability
partnership including professional corporations. Certain legal matters with respect to United States and New York law will be passed upon for
the underwriters by Sidley Austin Brown & Wood LLP, New York, New York. Sidley Austin Brown & Wood LLP may rely as to certain
matters of Maryland law on the opinion of Pillsbury Winthrop Shaw Pittman LLP. Sidley Austin Brown & Wood LLP has in the past
represented us with respect to various matters and may do so in the future.
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WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the Securities and Exchange Commission (the �SEC�).
You can read and copy any materials that we file with the SEC at its Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549.
You can also obtain information about the operation of the SEC�s Public Reference Room by calling the SEC at 1-800-SEC-0330. The SEC also
maintains a Web site that contains information filed electronically with the SEC, which you can access over the Internet at http://www.sec.gov.

We have filed with the SEC a registration statement (of which this prospectus supplement and the accompanying prospectus are a part) on Form
S-3 under the Securities Act of 1933, as amended, with respect to our securities. This prospectus supplement and the accompanying prospectus
do not contain all of the information set forth in the registration statement, including the exhibits and schedules thereto, certain parts of which
are omitted as permitted by the rules and regulations of the SEC.

We are �incorporating by reference� specified information into this prospectus supplement and the accompanying prospectus contained in
documents filed with the SEC, which means that we can disclose important information to you by referring you to another document filed
separately with the SEC. The information incorporated by reference is deemed to be part of this prospectus supplement and the accompanying
prospectus, except for any information superseded by information in, or incorporated by reference in, this prospectus supplement or the
accompanying prospectus. This prospectus supplement and the accompanying prospectus incorporate by reference the documents set forth
below that we have previously filed with the SEC under Sections 13(a), 13(c), 14 and 15(d) of the Exchange Act. These documents incorporated
by reference contain important information about us and our predecessor companies.

� U.S. Restaurant Properties, Inc.�s Annual Report on Form 10-K for the fiscal year ended December 31, 2004 and filed with
the SEC on February 24, 2005.

� U.S. Restaurant Properties, Inc.�s Current Report on Form 8-K, dated January 5, 2005 and filed with the SEC on January 11, 2005.

� U.S. Restaurant Properties, Inc.�s three Current Reports on Form 8-K, dated February 22, 2005, February 24, 2005 and February 24,
2005, respectively, and filed with the SEC on February 25, 2005.

� Our Current Report on Form 8-K, dated February 25, 2005 and filed with the SEC on March 3, 2005.

� Our Current Report on Form 8-K/A, dated February 25, 2005 and filed with the SEC on March 4, 2005.

� Our Current Report on Form 8-K, dated March 4, 2005 and filed with the SEC on March 7, 2005.

� Our Current Report on Form 8-K/A dated February 25, 2005 and filed with the SEC on March 8, 2005.

� Our Current Report on Form 8-K, dated March 4, 2005 and filed with the SEC on March 10, 2005.

� Our Current Report on Form 8-K, dated March 11, 2005 and filed with the SEC on March 14, 2005.
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� Our Current Report on Form 8-K, dated March 23, 2005 and filed with the SEC on March 28, 2005.

� Our Current Report on Form 8-K, dated April 8, 2005 and filed with the SEC on April 13, 2005.

� Our Current Report on Form 8-K, dated April 27, 2005 and filed with the SEC on May 3, 2005.

� Our Proxy Statement filed on Schedule 14A for the Annual Meeting of Stockholders on June 23, 2005 and filed with the SEC on
May 4, 2005.

� Our Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2005 filed with the SEC on May 10, 2005.
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� Our Current Report on Form 8-K/A, dated June 6, 2005 and filed with the SEC on June 6, 2005.

� Our Current Report on Form 8-K, dated June 13, 2005 and filed with the SEC on June 13, 2005.

� Our Current Report on Form 8-K, dated June 13, 2005 and filed with the SEC on June 14, 2005.

� Our Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2005 filed with the SEC on August 9, 2005.

� Our Current Report on Form 8-K, dated August 11, 2005 and filed with the SEC on August 15, 2005.

� Our Current Report on Form 8-K, dated September 6, 2005, filed with the SEC on September 8, 2005.

� Our Current Report on Form 8-K, dated September 9, 2005 and filed with the SEC on September 9, 2005.

� Our Current Report on Form 8-K/A, dated March 4, 2005, and filed with the SEC on September 9, 2005.

� Our Current Report on Form 8-K, dated September 9, 2005 and filed with the SEC on September 12, 2005.

� Our Current Report on Form 8-K, dated September 9, 2005, filed with the SEC on September 12, 2005.

� Our Current Report on Form 8-K, dated September 27, 2005, filed with the SEC on October 5, 2005.

� Our Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2005 filed with the SEC on November 9, 2005.

We are also incorporating by reference all documents that we file with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act,
other than information that is deemed not to be filed, after the date of this prospectus supplement and prior to the termination of the offer, or
after the date of the initial registration statement and to the date of the effectiveness of this registration statement.

You may request additional copies of these filings at no cost, by writing or telephoning us at the following addresses or phone numbers:

Trustreet Properties, Inc.

450 South Orange Avenue

Orlando, Florida 32801-3336

Attention: Corporate Secretary
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(877) 667-4769

You can also get more information by visiting our web site at www.trustreet.com. Information on our web site is not incorporated by reference
in this prospectus supplement or the accompanying prospectus.
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$700,000,000

Trustreet Properties, Inc.

Debt Securities, Preferred Stock, Depositary

Shares and Common Stock

We may from time to time offer, in one or more series, separately or together, the following:

� debt securities which may be either senior debt securities or subordinated debt securities;

� shares of our preferred stock;

� shares of our preferred stock represented by depositary shares; and/or

� shares of our common stock.

We will offer such securities at an aggregate initial public offering price of up to $700,000,000. Our common stock is listed on the New York
Stock Exchange under the trading symbol �TSY� and our Series A and Series C Preferred Stock are listed on the NYSE under the trading symbols
�TSY-PA� and �TSY-PC,� respectively.

We will offer our securities in amounts, at prices and on terms to be determined at the time we offer such securities. When we sell a particular
series of securities, we will prepare a prospectus supplement describing the offering and the terms of that series of securities. Such terms may
include limitations on direct or beneficial ownership and restrictions on transfer of our securities being offered that we believe are appropriate to
preserve our status as a real estate investment trust for federal income tax purposes.

Please read this prospectus and the applicable prospectus supplement carefully before you invest.

You should carefully read and consider the � Risk Factors� beginning on page 4 of this prospectus.
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Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined that this prospectus is accurate or complete. Any representation to the contrary is a criminal offense.

The date of this prospectus is July 11, 2005.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission using a �shelf� registration process.
Under this shelf process, we may sell:

� debt securities;

� preferred stock;

� preferred stock represented by depositary shares; and/or

� common stock

either separately or in units, in one or more offerings. This prospectus provides you with a general description of those securities. Each time we
sell securities, we will provide a prospectus supplement that will contain specific information about the terms of that particular securities
offering.

The prospectus supplement may also add, update or change information contained in this prospectus. You should read this prospectus and the
applicable prospectus supplement together with the additional information described under the heading �Where You Can Find More Information.�

References to �we,� �us� or �our� refer to Trustreet Properties, Inc., or if the context otherwise requires, Trustreet Properties, Inc. and its direct or
indirect subsidiaries. The term �you� refers to a prospective investor. We were formed through the combination in February 2005 of two REITs
focused primarily on the restaurant industry, CNL Restaurant Properties, Inc., which we refer to as CNLRP, and U.S. Restaurant Properties, Inc.,
and 18 syndicated limited partnerships which owned primarily triple-net leased restaurant properties. We are managed by the senior
management team that has led CNLRP for the past several years. The merger was accounted for using the purchase method of accounting, and
CNLRP was treated as the acquiror for accounting purposes.

3
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RISK FACTORS

This prospectus, any accompanying prospectus supplement, and documents that have been or will be filed with the SEC which are incorporated
by reference into this prospectus may contain �forward-looking statements.� Forward-looking statements represent our expectations or beliefs,
including, but not limited to, statements concerning industry performance and our results, operations, performance, financial condition, plans,
growth and strategies, which include, without limitation:

� statements concerning implementation of the combined company�s business plan following the merger of CNL Restaurant Properties,
Inc. and U.S. Restaurant Properties, Inc.;

� statements concerning the combined company�s financial performance following the mergers;

� statements concerning the combined company�s anticipated dividend policy following the mergers;

� statements concerning the anticipated financial and other benefits of the mergers;

� statements concerning the operating efficiencies or synergies, competitive positions and growth opportunities expected to be achieved
following the mergers;

� statements concerning the market for the combined company�s common stock and preferred stock following the mergers; and

� statements preceded or followed by or that include the words �may,� �will,� �expect,� �believe,� �anticipate,� �intend,� �could,� �estimate,� or �continue�
or the negative thereof or other variations or comparable terminology.

Potential risks and uncertainties that could cause actual results to differ materially from those in the forward-looking statements include, without
limitation, the matters discussed in our Current Report on Form 8-K filed with the SEC on June 13, 2005 or in any prospectus supplements to
this registration statement.

Any statements contained in this prospectus or any document incorporated herein by reference that are not statements of historical fact may be
deemed to be forward-looking statements. These statements by their nature involve substantial risks and uncertainties, some of which are beyond
our control. Actual results may differ materially depending on a variety of important factors, many of which are also beyond our control. These
factors include:

� changes in general economic conditions;

� general risks affecting the restaurant industry (including, without limitation, any disruption in the supply or quality of ingredients, the
availability of labor, and the continued demand for restaurant dining);
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� availability of financing opportunities on favorable terms, or insufficient cash flow from operations or access to attractive capital to
fund existing operations or to fund new acquisitions and developments;

� changes in interest rates;

� the ability of our tenants and borrowers to make payments under their agreements with us;

� our ability to refinance existing financial obligations on favorable terms;

� our ability to locate suitable tenants for our vacant properties and those properties that become vacant and similarly resolve any
mortgage loan delinquencies;

� possible adverse changes in tax and environmental laws, as well as the impact of newly adopted accounting principles on our
accounting policies and on period-to-period comparisons of financial results;

� risks associated with our potential failure to qualify as a REIT under the Internal Revenue Code of 1986, as amended;
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� our ability to effect an integration of recently merged properties and operations; and

� our ability to sell mortgage loans or net lease properties on a favorable and timely basis.

You should not place undue reliance on these forward-looking statements, which speak only as of the date of this prospectus. We do not
undertake any obligation to update or release any revisions to these forward-looking statements to reflect events or circumstances after the date
of this prospectus or to reflect the occurrence of unanticipated events.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and special reports, proxy statements and other information with the Securities and Exchange Commission, or SEC.
You may read and copy any document that we have filed at the SEC�s public reference room at 450 Fifth Street, N.W., Washington, D.C. 20549.
Please call the SEC at 1-800-SEC-0330 for further information on the public reference room. Our filings are available to the public at the SEC�s
Internet site at www.sec.gov which contains reports, proxy and information statements and other information regarding issuers that file
electronically with the SEC.

Our common stock is listed on the New York Stock Exchange under the ticker symbol �TSY.� You may inspect our reports, proxy statements and
other information at the New York Stock Exchange, 20 Broad Street, New York, New York 10005.

We have filed with the SEC a registration statement (of which this prospectus is a part) on Form S-3 under the Securities Act of 1933, as
amended, with respect to our securities. This prospectus does not contain all of the information set forth in the registration statement, including
the exhibits and schedules thereto, certain parts of which are omitted as permitted by the rules and regulations of the SEC.

We are incorporating by reference the information we file with the SEC, which means that we can disclose important information to you by
referring you to those documents. The information we incorporate by reference is considered to be part of this prospectus, except for any
information superseded by information in this prospectus. We incorporate by reference the documents listed below which we have filed with the
SEC under Sections 13(a), 13(c), 14 and 15(d) of the Securities Exchange Act of 1934, as amended. We do not incorporate by reference any
document or portion thereof �furnished� to the SEC, unless included in the list below.

� U.S. Restaurant Properties, Inc.�s Annual Report on Form 10-K for the fiscal year ended December 31, 2004, filed with the SEC on
February 24, 2005.

� Our Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2005, filed with the SEC on May 10, 2005.

� Our Current Report on Form 8-K, dated January 5, 2005 and filed with the SEC on January 11, 2005.

� Our Three Current Reports on Form 8-K, dated February 22, 2005, February 24, 2005 and February 24, 2005, respectively, and filed
with the SEC on February 25, 2005.
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� Our Current Report on Form 8-K, dated February 25, 2005 and filed with the SEC on March 3, 2005, as amended by the Current
Report on Form 8-K/A, dated February 25, 2005 and filed with the SEC on March 4, 2005.

� Our Current Report on Form 8-K, dated March 4, 2005 and filed with the SEC on March 7, 2005.

� Our Current Report on Form 8-K/A dated February 25, 2005 and filed with the SEC on March 8, 2005.

� Our Current Report on Form 8-K, dated March 4, 2005 and filed with the SEC on March 10, 2005.

� Our Current Report on Form 8-K, dated March 11, 2005 and filed with the SEC on March 14, 2005.

� Our Current Report on Form 8-K, dated March 23, 2005 and filed with the SEC on March 28, 2005.
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� Our Current Report on Form 8-K, dated April 8, 2005 and filed with the SEC on April 13, 2005.

� Our Current Report on Form 8-K, dated April 27, 2005 and filed with the SEC on May 3, 2005.

� Our Current Report on Form 8-K, dated June 6, 2005 and filed with the SEC on June 6, 2005.

� Our Current Report on Form 8-K/A, dated June 6, 2005 and filed with the SEC on June 6, 2005.

� Our Current Report on Form 8-K/A, dated March 4, 2005 and filed with the SEC on June 13, 2005.

� Our Current Report on Form 8-K, dated June 13, 2005 and filed with the SEC on June 13, 2005.

� Our Current Report on Form 8-K, dated June 13, 2005 and filed with the SEC on June 14, 2005.

� The description of our common stock contained in the Registration Statement on Form 8-A, filed with the SEC on June 13, 1997.

All documents that we file pursuant to Section 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934, as amended after the date of the
initial registration statement and prior to the effectiveness of this registration statement, and any filings made from the date of this prospectus
until we sell all of the securities under this prospectus, as supplemented, shall be deemed to be incorporated by reference in this prospectus and
will be part of the prospectus from the date we file that document. Any information in that document that is meant to supersede or modify any
existing statement in this prospectus will so supersede or modify the statement as appropriate.

You may request a copy of any or all of the documents incorporated by reference in this prospectus, except the exhibits to such documents
(unless such exhibits are specifically incorporated by reference in such documents), at no cost, by writing or telephoning our offices at the
following address:

Trustreet Properties, Inc.

450 South Orange Avenue

Orlando, Florida 32801

Attention: Investor Relations

(Telephone number: (407) 540-2000)
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TRUSTREET PROPERTIES, INC.

We are the largest publicly traded REIT in the United States focused primarily on the restaurant industry. We are a fully integrated, self-advised
REIT whose principal business is acquiring, owning, leasing and servicing restaurant properties under a triple-net lease structure.

We had approximately $2.6 billion in assets as of March 31, 2005. Our portfolio is geographically diverse and consists primarily of triple-net
leases with operators of well-known national and regional restaurant concepts. We own over 1,800 properties and have a servicing portfolio of
approximately an additional 900 properties, representing approximately 220 total concepts operated by approximately 550 different franchisors
and franchisees in 49 states.

The largest concepts within our portfolio are Golden Corral, Burger King, Jack in the Box, Arby�s, International House of Pancakes, Captain D�s,
Bennigan�s, Wendy�s, Denny�s and Applebee�s Restaurant. Our owned properties include 106 service station properties, most of which include
convenience stores.

We focus on the �quick service� and �casual dining� restaurant segments of the restaurant industry as we believe these provide generally more stable
and consistent revenue streams within the larger restaurant industry. We acquire, own, lease and service restaurant properties under a triple-net
lease structure where tenants are responsible for property operating costs, including property taxes, insurance and maintenance. Our triple-net
lease strategy is designed to provide us with a long term, growing and predictable stream of income while minimizing the impact and volatility
of ongoing property operating costs. We also continue to provide advisory and other financial services to the restaurant industry and maintain an
active investment property sales program.

Our principal office is located at 450 South Orange Avenue, Orlando, Florida 32801 and our telephone number is (407) 540-2000.

USE OF PROCEEDS

Unless otherwise described in the applicable prospectus supplement, we intend to use the net proceeds from the sale of our securities for:

� repayment of debt;

� acquisition of additional properties;

� redemption or repurchase of any preferred stock or debt outstanding; and

� working capital and general corporate purposes.
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RATIO OF EARNINGS TO FIXED CHARGES AND PREFERRED STOCK DIVIDENDS

Our consolidated ratio of earnings to fixed charges was 1.34 for the three months ended March 31, 2004 and 1.23, 1.20, and 1.47 for the years
December 31, 2004, 2003 and 2002, respectively. On a historical basis earnings were insufficient to cover fixed charges for the three months
ended March 31, 2005 by $0.2 million, for the year ended December 31, 2001 by $12.8 million and for the year ended December 31, 2000 by
$7.3 million. Our proforma consolidated ratio of earnings to fixed charges was 1.18 for the year ended December 31, 2004. On a pro forma basis
earnings were insufficient to cover fixed charges by $7.7 million for the three months ended March 31, 2005.

For purposes of calculating the ratio of earnings to fixed charges, (i) earnings is defined as pre-tax income (loss) from continuing operations
before minority interest in income of consolidated joint ventures, equity in
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earnings of unconsolidated joint ventures and cumulative effect of accounting change plus fixed charges and (ii) fixed charges is defined as
interest expense (including capitalized interest and amortization of debt issuance costs from continuing and discontinued operations) and the
portion of operating rental expense which management believes is representative of the interest component of rent expense.

Our consolidated ratio of earnings to combined fixed charges and preferred stock dividends was 1.34 for the three months ended March 31, 2004
and 1.23, 1.20 and 1.47 for the years December 31, 2004, 2003 and 2002, respectively. On a historical basis earnings were insufficient to cover
the combined fixed charges and preferred stock dividends for the three months ended March 31, 2005 by $3.1 million, for the year ended
December 31, 2001 by $12.8 million and for the year ended December 31, 2000 by $7.3 million. Our proforma consolidated ratio of earnings to
combined fixed charges and preferred stock dividends was 1.07 for the year ended December 31, 2004. On a pro forma basis earnings were
insufficient to cover fixed charges and preferred stock dividends by $10.6 million for the three months ended March 31, 2005.

For purposes of calculating the ratio of earnings to combined fixed charges and preferred stock dividend, (i) earnings is defined as pre-tax
income (loss) from continuing operations before minority interest in income of consolidated joint ventures, equity in earnings of unconsolidated
joint ventures and cumulative effect of accounting change plus fixed charges less the preferred dividend requirement and (ii) fixed charges is
defined as (a) interest expense (including capitalized interest and amortization of debt issuance costs from continuing and discontinued
operations), (b) the portion of operating rental expense which management believes is representative of the interest component of rent expense
and (c) the preferred dividend requirement.

DESCRIPTION OF COMMON STOCK

Authorized Stock

Under our charter, we have the authority to issue 800 million shares of capital stock, par value $0.001 per share, with 300 million of these shares
designated as common stock, 100 million designated as preferred stock and 400 million designated as excess stock.

The shares of common stock are listed on the New York Stock Exchange under the symbol �TSY.�

General

As of March 31, 2005, we had outstanding 57,901,058 shares of common stock. Under Maryland law, stockholders generally are not responsible
for a corporation�s debts or obligations.

Terms
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Common stockholders will generally be entitled to receive distributions on their shares of common stock if and when our board of directors
authorizes any distributions. In addition, common stockholders will be entitled to share ratably in our assets which are legally available for
distribution to stockholders in the event of our liquidation, dissolution or winding up after payment of, or adequate provision for, all of our
known debts and liabilities. These rights are subject to:

� the preferential rights of our Series A preferred stock;

� the preferential rights of our Series C preferred stock;

� preferential rights which may be granted by our board of directors in connection with future issuances of capital stock; and

� the provisions of our charter regarding excess stock.

In order for us to maintain our REIT status, our charter provides that no holder may own more than 9.8% of our common stock or preferred
stock. Any share of common stock or preferred stock in excess of the 9.8%
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maximum owned by any holder automatically becomes excess stock under the terms of our charter. The shares of excess stock will be
automatically transferred on our stock records into a trust. By written notice to the trustee, we will then identify one or more nonprofit
organizations to whom the shares of excess stock may be sold without violating the ownership limitations. For a more complete description of
excess stock, see �Restrictions on Transfers of Ownership� below.

Subject to the provisions of our charter regarding excess stock, each outstanding share of common stock entitles the holder to one vote on all
matters submitted to a vote of stockholders, including the election of directors. In addition, except as otherwise required by law or except as
provided with respect to any other class or series of stock, the holders of common stock will possess exclusive voting power. There is no
cumulative voting in the election of directors. As a result, the holders of a majority of the outstanding shares of common stock, together with any
other of our voting stock, can elect all of the directors then standing for election.

Holders of common stock have no conversion, sinking fund or redemption rights, or preemptive rights to subscribe for any of our securities.
Common stock may be automatically converted into excess stock as provided in our charter.

We furnish our stockholders with (i) annual reports containing audited consolidated financial statements and an opinion thereon expressed by an
independent public accounting firm and (ii) quarterly reports for each fiscal quarter containing unaudited financial information.

Subject to the provisions of our charter regarding excess stock, shares of common stock will have equal distribution, liquidation and other rights,
and will have no preference, appraisal or exchange rights.

Our charter provides that the approval of a majority of the total number of shares entitled to be cast is required for us to dissolve, amend our
charter, merge, sell all or substantially all of our assets, engage in a share exchange or engage in similar transactions outside the ordinary course
of business.

There are provisions in our charter and bylaws and of the Maryland General Corporation Law that may discourage a takeover or other
transaction which holders of some, or a majority, of the shares of common stock might believe to be in their best interests or in which holders of
some, or a majority, of the shares of common stock might receive a premium for their shares of common stock over the then-prevailing market
price of the shares of common stock. See �Restrictions on Transfers of Ownership� for a description of some of these provisions of our articles of
incorporation.

Certain Provisions of Maryland Law and our Charter

The following summary of certain provisions of the Maryland General Corporation Law and our charter and bylaws is not complete. You should
read the Maryland General Corporation Law and our charter for more complete information. The business combination provisions and the
control share acquisition provisions of Maryland law, or if we elect to be subject to any of the provisions of the Maryland Unsolicited Takeovers
Act, each of which are discussed below, could have the effect of delaying or preventing a change of our control. Also, the removal of directors
provision of our charter could have the effect of delaying or preventing a transaction or a change of our control. These provisions could have the
effect of discouraging offers to acquire us and of increasing the difficulty of consummating any such offer, even if the offer contains a premium
price for holders of our common shares or otherwise benefits shareholders.
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Business Combinations. Maryland General Corporation Law prohibits us from entering into �business combinations� and other corporate
transactions unless special actions are taken. The business combinations that require such special actions include a merger, consolidation, share
exchange, or, in certain circumstances, an asset transfer or issuance of equity securities when the combination is between us and an �interested
shareholder,� as defined below. An interested shareholder is (1) any person who beneficially owns 10% or more of the voting power of our shares
or (2) any affiliate or associate of ours which beneficially owned 10% or more
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of the voting power of our shares within two years prior to the date in question. We may not engage in a business combination with an interested
shareholder or any of its affiliates for five years after the interested shareholder becomes an interested shareholder. This prohibition does not
apply to business combinations involving us that are exempted by our board of directors before the interested shareholder becomes an interested
shareholder.

We may engage in business combinations with an interested shareholder if at least five years have passed since the person became an interested
shareholder, but only if the transaction is:

� recommended by our board of directors; and

� approved by at least

� 80% of our outstanding shares entitled to vote, and

� two-thirds of our outstanding shares entitled to vote that are not held by the interested shareholder.

Shareholder approval will not be required if our shareholders receive a minimum price, as defined in the Maryland General Corporation Law, for
their shares and the shareholders receive cash or the same form of consideration as the interested shareholder paid for its shares.

Control Share Acquisitions. Our charter provides that no person may constructively or beneficially own more than 9.8% of the preferred or
common stock. There is no assurance that this provision will not be amended or eliminated in the future. If this provision were eliminated,
control share acquisitions would be subject to the following provisions.

The Maryland General Corporation Law provides that �control shares� of a Maryland real estate investment trust acquired in a control share
acquisition have no voting rights unless two-thirds of the shareholders, excluding shares owned by the acquirer, officers and trustees who are our
employees, approve their voting rights.

Control shares are shares that, if added with all other shares previously acquired, would entitle that person to vote, in electing our directors,

� 10% or more but less than one-third of our shares;

� one-third or more but less than a majority of our shares; or

� a majority of our outstanding shares.
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Control shares do not include shares the acquiring person is entitled to vote with shareholder approval. A control share acquisition means the
acquisition of control shares, subject to statutory exceptions.

If this provision becomes applicable to us, a person who has made or proposes to make a control share acquisition could, under certain
circumstances, compel our board of directors to call a special meeting of shareholders to consider the voting rights of the control shares. We
could also present the question at any shareholders meeting on our own.

If this provision becomes applicable to us, subject to statutory conditions and limitations, we would be able to redeem any or all control shares.
If voting rights for control shares were approved at a shareholders meeting and the acquirer became entitled to vote a majority of the shares
entitled to vote, all other shareholders could exercise appraisal rights and exchange their shares for a fair value, as defined by statute.

Consideration of �All Relevant Factors�. In addition, as permitted by the Maryland General Corporation Law, our charter includes a provision
that requires our board of directors, in their evaluation of any potential business combination or any actual or proposed transaction that could
result in a change of control, to consider all relevant factors, including, the economic effect on our stockholders, the social and economic effect
on our employees, suppliers, customers and creditors and the communities in which we have offices or other operations.

10

Edgar Filing: TRUSTREET PROPERTIES INC - Form 424B5

Table of Contents 70



Table of Contents

Maryland Unsolicited Takeovers Act. Subtitle 8 of Title 3 of the Maryland General Corporation Law permits a Maryland corporation with a
class of equity securities registered under the Securities Exchange Act of 1934, as amended, and at least three independent directors, to elect to
be subject, by provision in its charter or bylaws or a resolution of its board of directors and notwithstanding any contrary provision in the charter
of bylaws, to any or all of five provisions:

� a classified board;

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

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

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

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

A corporation may also adopt a charter provision or resolution of the board of directors that prohibits the corporation from electing to be subject
to any or all of the provisions of the subtitle. At this time, we have not elected to be subject to any of these provisions. However, because our
charter does not include a provision prohibiting us from electing to be subject to any of these provisions, our board of directors may make such
an election at any time. Through provisions in our charter and bylaws unrelated to Subtitle 8, we already require a two-thirds vote for the
removal of directors.

Restrictions on Transfer and Ownership

We have elected to be treated as a REIT for federal income tax purposes commencing with our taxable year ended December 31, 1997. To
qualify as a REIT under the Internal Revenue Code, no more than 50% in value of our outstanding shares of capital stock may be owned,
directly or indirectly, by five or fewer individuals during the last half of a taxable year. To assist us in meeting this requirement, our charter
contains provisions restricting transfers of shares of capital stock which would jeopardize our REIT status and limiting the beneficial ownership,
directly or indirectly, of shares of capital stock.

In order for us to maintain our status as a REIT under the Internal Revenue Code, shares of our common stock 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. In addition,
not more than 50% of the value of our outstanding shares of capital stock may be owned, directly or indirectly, by five or fewer individuals
during the last half of a taxable year or during a proportionate part of a shorter taxable year.

Because our board of directors believes it is essential to qualify as a REIT, our charter generally provides that no holder may own, or be deemed
to own by virtue of the Internal Revenue Code, more than (1) 9.8% of the number of issued and outstanding shares of our common stock or (2)
9.8% of the number of outstanding shares of any series of preferred stock.
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Any purported transfer of shares of common stock or preferred stock will be null and void if that transfer would:

� result in a person owning, directly or indirectly, shares of common stock or preferred stock in excess of the ownership limits described
above;

� result in the common stock and preferred stock being owned by fewer than 100 persons determined without reference to any rules of
attribution;

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

� cause us to own, directly or constructively, 10% or more of the ownership interests in one of our tenants or our operating partnership�s
real property, within the meaning of Section 856(d)(2)(B) of the Internal Revenue Code.
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In that situation, the intended transferee will acquire no rights in the shares of common stock or preferred stock. Instead, the affected common
stock or preferred stock will be designated as excess stock and will be transferred automatically on our stock records to a trust effective on the
day before the purported transfer of shares of common stock or preferred stock. The record holder of the shares of common stock or preferred
stock that are designated as excess stock will be required to submit that number of shares of common stock or preferred stock to us for
registration in the name of the trust. Although we will designate the trustee of the trust, the trustee will not be affiliated with us or the holder of
the excess stock. The beneficiary of the trust will be one or more not-for-profit organizations that we name.

Excess stock will remain issued and outstanding shares of common stock or preferred stock and, in the possession of the trust, will be entitled to
the same rights and privileges as all other shares of the same class or series. The trust will receive all dividends and distributions on the excess
stock and will hold those dividends and distributions in trust for the benefit of the beneficiary of the trusts. The trustee of the trusts will vote all
excess stock. The trustee will designate a permitted transferee of the excess stock, provided that the permitted transferee (1) purchases the excess
stock for valuable consideration and (2) acquires the excess stock without the acquisition resulting in a transfer to another trust and resulting in
the redesignation of those shares of common stock or preferred stock as excess stock.

The original holder of the excess stock will be required to repay the trust the amount of any dividends or distributions received by that holder (1)
that are attributable to any excess stock and (2) that had a record date on or after the date that those shares became excess stock. The original
holder of the excess stock generally will receive from the trustee of the trust the lesser of (a) the price per share that holder paid for the shares of
stock that were designated as excess stock, or, in the case of a gift or devise, the market price (as described below) per share on the date of the
transfer, and (b) the price per share received by the trustee of the trust from the sale of the excess stock. Any amounts received by the trustee of
the trust in excess of the amounts to be paid to the original holder of the excess stock will be distributed to the beneficiary of the trust.

The excess stock will be deemed to have been offered for sale to us, or its designee, at a price per share equal to the lesser of (1) the price per
share in the transaction that created the excess stock, or, in the case of a gift or devise, the market price per share on the date of the transfer or (2)
the market price per share on the date that we, or our designee, accepts the offer. We will have the right to accept the offer for a period of 90
days after the later of (a) the date of the purported transfer which resulted in the excess stock and (b) the date we determine in good faith that a
transfer resulting in excess stock occurred.

�Market price� means the average of the closing prices for the ten consecutive trading days immediately preceding the relevant date. �Closing price�
on any day means the last sale price, or, if no sale takes place on that day, the average of the closing bid and asked prices. The closing price will
be as reported or determined by the following:

(1) the New York Stock Exchange if the stock is listed thereon;

(2) the principal national securities exchange, including the NASDAQ National Market System, on which the stock is listed or admitted to
trading if it is not listed on the New York Stock Exchange;

(3) the over-the-counter market, as reported by NASDAQ or the principal automated quotation system then in use if the stock is not listed on a
national securities exchange;
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(4) if the stock is not listed on a national securities exchange and is not quoted in the over-the-counter market, by a professional market maker,
selected by our board of directors, making a market in the stock; or

(5) if the stock meets none of the criteria listed above, or if the closing prices are otherwise not available, the fair market value of the stock will
be determined by our board of directors in its discretion.

Any person who acquires, or attempts to acquire, shares of our capital stock in violation of the foregoing restrictions, or any person who owned
shares of our capital stock that were transferred to a trust, will be required
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(1) to give us immediate written notice of that event, and (2) to provide to us any other information we may request in order to determine the
effect, if any, of the transfer on our REIT status.

All certificates representing shares of common stock and preferred stock 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 1% (or any other percentage as
provided in the Internal Revenue Code) of the number or value of the outstanding shares of our common stock must give us a written notice by
January 31 of each year stating:

� the name and address of that person,

� the number of shares of each class or series so owned, and

� a description of how those shares are owned.

In addition, each stockholder must, upon demand, disclose to us in writing any information with respect to the ownership of shares of common
stock as our board of directors deems reasonably necessary to comply with the provisions of the Internal Revenue Code applicable to a REIT, to
comply with the requirements of any taxing authority or governmental agency or to determine compliance with any of those persons or
representatives.

These ownership limitations could have the effect of discouraging a takeover or other transaction in which holders of some, or a majority, of the
shares of common stock might believe to be in their best interests or in which holders of some, or a majority, of the shares of common stock
might receive a premium for their shares over the then-prevailing market price of those shares of common stock or which those holders might
believe to be otherwise in their best interests.

Transfer Agent

The transfer agent and registrar for our common stock is American Stock Transfer & Trust Company.

DESCRIPTION OF DEBT SECURITIES

The following is a general description of the debt securities that we may offer from time to time. The particular terms of the debt securities being
offered and the extent to which such general provisions may apply will be set forth in the applicable indenture or in one or more indenture
supplements and described in the applicable 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 carefully read both the applicable prospectus supplement and the description of the debt securities
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set forth in this prospectus for a description of the terms of any series of our debt securities.

General

Our debt securities will be secured or unsecured direct obligations and may be senior or subordinated to our other indebtedness. Our debt
securities may be issued under one or more indentures that will be put into place prior to the date on which debt securities to which it relates are
issued. We have filed with the SEC two �base indentures� that are exhibits to the registration statement that includes this prospectus. The senior
indenture describes the general terms of senior debt securities we may issue. In addition to describing the general terms of subordinated debt
securities that we may issue, the subordinated indenture includes additional terms describing the subordination provisions of these securities.
The base indentures do not include all the terms of debt securities we may issue through this prospectus. If we issue debt securities through this
prospectus, our board of directors will establish the additional terms for each series of debt securities. The additional terms will be set
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forth in a supplemental indenture or in a resolution of our board of directors. The base indentures describe the additional terms that may be
established and we summarize the additional terms that may be established under �Additional Terms of Debt Securities� below.

Each indenture will be entered into between us and a trustee. A trustee may serve as trustee under more than one indenture. Each indenture will
be subject to, and governed by, the Trust Indenture Act of 1939, as amended. Any statements made in this prospectus, which relate to the
indenture and our debt securities are only summaries of those provisions and are not meant to replace or modify those provisions. Capitalized
terms used but not defined in this prospectus shall have the respective meanings set forth in the indenture.

Except as set forth in any prospectus supplement, the indenture will permit that:

� the debt securities may be issued without limits as to aggregate principal amount;

� the debt securities may be issued in one or more series, in each case as established from time to time by our board of directors or as set
forth in the applicable indenture or one or more indentures supplemental to the indenture;

� all debt securities of one series need not be issued at the same time; and

� a series may be reopened, without the consent of the holders of the debt securities of such series, for issuance of additional debt
securities of such series.

We may, but need not, designate more than one trustee in connection with an indenture, each with respect to one or more series of debt
securities. Any trustee under an indenture may resign or be removed with respect to one or more series of debt securities, and a successor trustee
may be appointed to act with respect to such series. If two or more persons are acting as trustee with respect to different series of debt securities,
each of those trustees will be considered a trustee of a trust under the applicable indenture separate and apart from the trust administered by any
other trustee. Unless this prospectus states otherwise, a trustee will only be permitted to take action with respect to the one or more series of debt
securities for which it is trustee under the applicable indenture.

Additional Terms of Debt Securities

The following summaries set forth certain general terms and provisions of the indenture and our debt securities. The prospectus supplement
relating to the series of debt securities being offered will contain further terms of the debt securities of that series, including the following
specific terms:

(1) Title. The title of the debt securities offered;

(2) Amount. The aggregate principal amount of the debt securities and any limit on the aggregate principal amount offered;
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(3) Discount. The percentage of the principal amount at which the debt securities will be issued and, if applicable, the portion of the principal
amount that is payable upon declaration of acceleration of the maturity of the debt securities, the portion of the principal amount of the debt
securities which is convertible into shares of our common stock or other equity securities, or the method by which any such portion shall be
determined;

(4) Limitations on ownership upon conversion to common stock. If such debt securities are convertible into equity, any limitation to the
ownership or transferability of shares of our common stock or other equity securities into which such debt securities are convertible in
connection with the preservation of our status as a REIT;

(5) Principal payment dates. The date or dates, or the method for determining the date or dates, on which the principal of such debt securities
will be payable;

(6) Interest rates. The rate or rates (which may be fixed or variable), or the method by which such rate or rates shall be determined, at which
such debt securities will bear interest, if any;
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(7) Certain dates and interest payment. The date or dates, or the method for determining the date or dates, from which any interest will accrue,
the interest payment dates, the record dates for interest payment, the persons to whom interest shall be payable, and how interest will be
calculated if other than that of a 360-day year of twelve 30-day months;

(8) Place of payment, surrender or conversion and serving notice. The place or places where the principal of (and premium, if any) or interest,
if any, on the debt securities will be payable, where the debt securities may be surrendered for conversion or registration of transfer or exchange,
and where notices or demands to or upon us in respect to the debt securities and the applicable indenture may be served;

(9) Redemption. The period or periods within which, the price or prices at which, and the terms and conditions upon which the debt securities
may be redeemed, as a whole or in part, at our option, if we have such an option;

(10) Sinking fund. Our obligation, if any, to redeem, repay or purchase the debt securities, in whole or in part, pursuant to any sinking fund or
analogous provision or at the option of a holder of the debt securities, and the periods, the prices, and other terms and conditions of such
redemption, repayment or purchase;

(11) Foreign currencies. If other than U.S. dollars, the currency or currencies, including terms and conditions, in which the debt securities are
denominated and payable, which may be a foreign currency or units of two or more foreign currencies or a composite currency or currencies;

(12) Reference of payment to an index. Whether the amount of payments of principal (and premium, if any) or interest, if any, on the debt
securities may be determined with reference to an index, formula or other method (which index, formula or method may, but need not be, based
on a currency, currencies, currency unit or units or composite currency or currencies) and the manner in which any amounts shall be determined;

(13) Events of default and covenants. Any additions to, modifications of or deletions from the terms of the debt securities with respect to the
events of default or covenants set forth in the applicable indenture;

(14) Certified or book entry. Whether the debt securities will be issued in certificated or book-entry form;

(15) Registered or bearer form. Whether the debt securities will be in registered or bearer form or both and, if and to the extent in registered
form, the denominations of the debt securities if other than $1,000 or any integral multiple of $1,000 and, if and to the extent in bearer form, the
denominations and their terms and conditions;

(16) Defeasance. The applicability (or modification), if any, of the defeasance and covenant defeasance provisions described in this prospectus
or in the applicable indenture;
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(17) Conversion into common stock. The terms (and the class), if any, upon which such debt securities may be convertible into shares of our
common stock or other equity securities and the terms and conditions upon which such conversion will be effected, including, without
limitation, the initial conversion price or rate and the conversion period;

(18) Tax assessments and governmental charges. Whether and under what circumstances we will pay additional amounts on the debt securities
in respect of any tax, assessment or governmental charge and, if so, whether we will have the option to redeem the debt securities in lieu of
making a payment; and

(19) Other terms. Any other terms of the debt securities not inconsistent with the provisions of the applicable indenture.

Certain of our debt securities may provide that if the maturity date is accelerated, we will be required to pay less than the entire principal
amount. These securities are referred to as original issue discount securities. The prospectus supplement relating to these securities will describe
any material U.S. federal income tax, accounting and other considerations that apply.
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Except as may be set forth in the applicable prospectus supplement, our debt securities will not contain any provisions that would limit our
ability to incur indebtedness or that would afford holders of our debt securities protection in the event of:

(1) a highly leveraged or similar action involving us; or

(2) a change of control of us.

However, the requirements for an entity to qualify as a REIT include certain restrictions on ownership and transfers of our shares of common
stock and other equity securities. These restrictions may act to prevent or hinder a change of control. See �Description of Common
Stock�Restrictions on Transfer and Ownership.� Provided below is a general description of the events of default and covenants contained in our
indentures. You should refer to the applicable prospectus supplement for information on any variances from this general description.

Denominations, Interest, Registration and Transfer

Unless otherwise described in the applicable prospectus supplement, our debt securities of any series will be issuable in denominations of $1,000
and integral multiples of $1,000.

Unless otherwise specified in the applicable prospectus supplement, the principal of (and premium, if any) and interest on any series of debt
securities will be payable at the applicable trustee�s corporate trust office, the address of which will be set forth in the applicable prospectus
supplement. We will retain the option to make interest payments by check, mailed to the address of the person entitled to the interest as it
appears in the applicable register for such debt securities. We can also pay by wire transfer of funds to that person at an account maintained
within the United States.

Any interest not paid or otherwise provided for when due with respect to a debt security will not be payable to the holder in whose name the debt
security is registered on the date we have specified as the date a registered holder of the debt security as of that date would be entitled to receive
the interest payment due (the record date). Instead, the interest may be paid to the person in whose name such debt security is registered at the
close of business on the date the trustee has set as the date on which a registered holder as of that date would be entitled to receive the defaulted
interest payment (the special record date). Notice of the payment will be given to the holder of that debt security not less than 10 days before the
special record date. It may also be paid at any time in any other lawful manner, all as more completely described in the applicable indenture. If
interest is not paid within 30 days of the due date, the trustee or holders of not less than 25% of the principal amount of the outstanding debt
securities of that series may accelerate the securities. See ��Events of Default, Notice and Waiver.�

Subject to certain limitations applicable to debt securities issued in book-entry form, our 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 of such debt securities at the corporate trust office of the applicable trustee; and
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� may be surrendered for conversion or registration of transfer at the corporate trust office of the applicable trustee.

Every debt security surrendered for conversion, registration of transfer or exchange must be duly endorsed or accompanied by a written
instrument of transfer. No service charge will be made for any registration of transfer or exchange of any debt securities, but we may require
payment of a sum sufficient to cover any tax or other governmental charge payable in connection with the registration or exchange. We may at
any time change transfer agents or approve a change in the location through which any transfer agent acts. However, we will be required to
maintain a transfer agent in each place of payment for such 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 any trustee will be required:

� to issue, exchange or register the transfer of any 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;

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

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

Merger, Consolidation or Sale

Each indenture will provide that we may consolidate with, or sell, lease or convey all or substantially all of our assets to, or merge with or into,
any other corporation. Those transactions are permitted if:

� we are the continuing corporation, or, if not, the resulting or acquiring entity assumes all of our responsibilities and liabilities under
the indenture, including the payment of all amounts due on the debt securities and performance of the covenants and conditions
contained in the applicable indenture;

� immediately after giving effect to such transaction and treating any indebtedness which becomes our obligation or an obligation of any
of our subsidiaries as a result thereof as having been incurred by us or such subsidiary at the time of such transaction, no event of
default under the applicable indenture, and no event which, after notice or the lapse of time, or both, would become such an event of
default, shall have occurred and be continuing; and

� an officer�s certificate and legal opinion covering these conditions are delivered to the trustee.

Certain Covenants

Existence. Except as permitted under ��Merger, Consolidation or Sale,� the indenture will require that we do or cause to be done all things
necessary to preserve and keep in full force and effect our corporate existence, rights (by charter, bylaws or statute) and franchises. We may,
however, dispose of any right or franchise if we determine that the right or franchise is no longer desirable in the conduct of our business.

Maintenance of Properties. As required in the indenture, we will maintain, keep in good condition and make all necessary repairs, renewals,
replacements, betterments and improvements of our, or our subsidiaries� properties that we deem necessary so that the business carried on in
connection with those properties may be properly and advantageously conducted at all times. We, or our subsidiaries may, however, sell or
otherwise dispose for value our properties in the ordinary course of business.
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Insurance. We, and our subsidiaries, will maintain the customary policies of insurance with responsible companies, taking into consideration
prevailing market conditions and availability, for all of our properties and operations.

Payment of Taxes and Other Claims. We will pay or discharge or cause to be paid or discharged (or, if applicable, cause to be transferred to
bond or other security), before the same shall become delinquent,

� all taxes, assessments and governmental charges levied or imposed upon us or any of our subsidiaries or upon our income, profits or
property or any of our subsidiaries, and

� all lawful claims for labor, materials and supplies which, if unpaid, might by law become a lien upon our property or the property of
any of our subsidiaries.

We will not, however, pay or discharge (or transfer to bond or other security) or cause to be paid or discharged any such tax, assessment, charge
or claim whose amount, applicability or validity is being contested in good faith by appropriate proceedings.
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Provision of Financial Information. Whether or not we are subject to Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended,
the indenture will require that we, within 15 days after each of the respective dates by which we would have been required to file annual reports,
quarterly reports and other documents with the SEC if we were so subject,

� transmit by mail to all holders of debt securities, as their names and addresses appear in the applicable register for such debt securities,
without cost to such holders, copies of the annual reports, quarterly reports and other documents that we would have been required to
file with the Securities and Exchange Commission pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934, as
amended, if we were subject to such Sections,

� file with the trustee copies of the annual reports, quarterly and other documents that we would have been required to file with the
Securities and Exchange Commission pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended, if we were
subject to such Sections, and

� supply promptly, upon written request and payment of the reasonable cost of duplication and delivery, copies of such documents to
any prospective holder of debt securities.

Additional Covenants. If we make any additional covenants with respect to any series of debt securities we will describe those covenants in the
applicable prospectus supplement.

Events of Default, Notice and Waiver

Unless otherwise indicated, an indenture will provide that the following events are �Events of Default� with respect to any series of debt securities
issued:

� failure to pay interest on any debt security of that series for 30 days after the payment is due;

� failure to pay the principal of or any premium on any debt security of that series at its maturity;

� failure to deposit any sinking fund payment when due on debt securities of that series;

� failure to perform any of our other covenants in the applicable indenture (unless the covenant applies to a different series of debt
securities issued under the same indenture), for 60 days after we receive written notice as provided in such indenture;

� default under any evidence of our indebtedness or any mortgage, indenture or other instrument under which such indebtedness is
issued or by which such indebtedness is secured which results in the acceleration of indebtedness in an aggregate principal amount
exceeding $10,000,000, but only if such indebtedness is not discharged or such acceleration is not rescinded or annulled as provided in
the applicable indenture;

�
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any case, proceeding or other action under bankruptcy, insolvency, reorganization or relief of debtors laws is initiated by or against us
(or any of our Significant Subsidiaries) in which the entity initiating the case, proceeding or other action seeks to have an order for
relief entered with respect to it, or seeks to adjudicate us (or any of our Significant Subsidiaries) bankrupt or insolvent, or seeks
reorganization, arrangement, adjustment, winding-up, liquidation, dissolution, composition or other relief with respect to our (or any
of our Significant Subsidiaries�) debts;

� a court grants relief in connection with any of the cases, proceedings or other actions described above;

� we (or any of our Significant Subsidiaries) seek appointment of a receiver, trustee, custodian, conservator or other similar official for
us (or any of our Significant Subsidiaries) or for all or any substantial part of our (or any of our Significant Subsidiaries�) assets, or we
(or any of our Significant Subsidiaries) make a general assignment for the benefit of our (or any of our Significant Subsidiaries�)
creditors; and

� any other event of default provided with respect to that series of debt securities.
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The term �Significant Subsidiary� means each of our significant subsidiaries (as defined in Regulation S-X promulgated under the Securities Act
of 1933) which, in general, meets any of the following tests:

1) our investments in the subsidiary or advances to it exceed 10% of our total assets; or

2) our proportionate share of the subsidiary�s total assets exceeds 10% of our total assets; or

3) our equity in the income from the subsidiary�s continuing operations exceeds 10% of our income.

If an Event of Default for any series of our outstanding debt securities occurs and is continuing, then the applicable trustee or the holders of at
least 25% of the principal amount of the outstanding debt securities of that series may declare the principal amount (or, where applicable, such
portion of the principal amount as may be specified in the terms) of all of the debt securities of that series to be due and payable immediately by
written notice to us (and to the applicable trustee if given by the holders). However, at any time after a declaration of acceleration has been
made, the holders of a majority of the principal amount of debt securities of that series (or of each series of debt securities then outstanding
under such indenture, as the case may be) can rescind and annul the declaration and its consequences if:

� we have deposited with the applicable trustee all required payments of the principal, premium and interest on the debt securities of
such series (or of all debt securities then outstanding under such indenture, as the case may be), plus certain fees, expenses,
disbursements and advances of the applicable trustee; and

� all events of default, other than the nonpayment of accelerated principal (or specified portion thereof), with respect to debt securities of
such series (or of all debt securities then outstanding under the applicable indenture, as the case may be) have been cured or waived as
provided in such indenture.

The indenture will also provide that the holders of not less than a majority in principal amount of the debt securities of any series (or of each
series of debt securities then outstanding under the applicable indenture, as the case may be) may waive any past default with respect to such
series and its consequences, except a default:

� in the payment of the principal, any premium or interest on any debt security of the series; or

� in respect of a covenant or provision contained in the indenture that cannot be modified or amended without the consent of the holder
of each outstanding debt security affected by that default.

The indenture will provide that the trustee is required to give notice to the holders of the debt securities within 90 days of a default under the
indenture unless such default shall have been cured or waived. However, the trustee may withhold notice to the holders of any such series of
debt securities of any default with respect to that series (except a default in the payment of the principal, any premium or interest on any debt
security of that series or in the payment of any sinking fund installment in respect of any debt security of that series) if specified responsible
officers of the trustee consider such withholding to be in the interest of the holders.
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The indenture will provide that no holder of our debt securities of any series may institute any proceeding, judicial or otherwise, with respect to
that indenture or for any remedy, except in the case of the failure of the applicable trustee, for 60 days, to act after it has received a written
request to institute proceedings in respect of an event of default from the holders of not less than 25% in principal amount of the outstanding
debt securities of the series, as well as an offer of reasonable indemnity. This provision will not prevent, however, any holder of debt securities
from instituting suit for the enforcement of payment of the principal of (and premium, if any) and interest on the debt securities held by that
holder at the respective due dates.

Subject to provisions in the indenture relating to its duties in case of default, the trustee is under no obligation to exercise any of its rights or
powers under such indenture at the request or direction of any holders of any series of debt securities then outstanding under such indenture,
unless those holders have offered to the trustee reasonable security or indemnity. The holders of a majority in principal amount of the
outstanding debt securities of any series (or of each series of debt securities then outstanding under such indenture, as the case may be) shall
have the right to direct the time, method and place of conducting any proceeding for any remedy available to the trustee, or of
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exercising any trust or power conferred upon the trustee. However, the trustee may refuse to follow any direction which is in conflict with any
law or the indenture, which may involve such trustee in personal liability or which may be unduly prejudicial to the holders of debt securities of
such series not involved.

Within 120 days after the close of each fiscal year, we are required to deliver to each trustee under the indentures a certificate, signed by one of
several specified officers, stating whether such officer has knowledge of any default under the indenture and, if so, specifying the nature and
status of each such default.

Modification of the Indentures

Modifications and amendments of any indenture may be made only with the consent of the holders of a majority in principal amount of all of our
outstanding debt securities issued which are affected by such modification or amendment. The following modifications or amendments will not
be effective against a holder without its consent:

� a change in the stated maturity of the principal of, installment of interest or premium (if any) on the debt security;

� a reduction in the principal amount of, or the rate of amount of interest on, or any premium payable upon redemption of, the debt
security;

� a reduction in the principal amount of an original issue discount security that would be due and payable upon declaration of
acceleration of the maturity thereof or would be provable in bankruptcy, or adversely affect any right of repayment of the holder of
any such debt security;

� a change in the place of payment, or the currency or currencies, for payment of principal of, or premium, if any, or interest on any such
debt security;

� an impairment of the right to institute suit for the enforcement of any payment on or with respect to any such debt security;

� a reduction in the percentage of outstanding debt securities of any series necessary to modify or amend the applicable indenture, to
waive compliance with certain provisions of or certain defaults and consequences under, or to reduce the quorum or voting
requirements set forth in the indenture; or

� a modification of 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 percentage to effect such action or to provide that certain other provisions may not be
modified or waived without the consent of the holder of such debt security.

The holders of a majority in aggregate principal amount of outstanding debt securities of each series may, on behalf of all holders of debt
securities of that series, waive, insofar as that series is concerned, our compliance with certain of our covenants in the applicable indenture,
including those described in ��Certain Covenants.�
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We and the trustee may modify or amend the indenture without the consent of any holder of debt securities for any of the following purposes:

� to evidence the succession of another person to us as obligor under such indenture;

� to add to our covenants for the benefit of the holders of all or any series of debt securities issued or to surrender any right or power
conferred upon us in such indenture;

� to add events of default for the benefit of the holders of all or any series of debt securities issued;

� to add or change any provisions of such indenture to facilitate the issuance of, or to liberalize certain terms of, debt securities issued in
bearer form, or to permit or facilitate the issuance of debt securities in uncertificated form, provided that such action shall not
adversely affect the interests of the holders of such debt securities of any series in any material respect;
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� to change or eliminate any provision of such indenture, provided that any such change or elimination shall become effective only
when there are no debt securities outstanding of any previously created series issued which are entitled to the benefit of such
provision;

� to secure the debt securities issued;

� to establish the form or terms of debt securities of any series issued, including the provisions and procedures, if applicable, for the
conversion of such debt securities into shares of our common stock;

� to provide for the acceptance of appointment by a successor trustee or facilitate the administration of the trusts under such indenture
by more than one trustee;

� to cure any ambiguity, defect or inconsistency in the indenture, provided that such action shall not adversely affect in any material
respect the interests of holders of debt securities of any series issued; or

� to supplement any of the provisions of such indenture to the extent necessary to permit or facilitate defeasance and discharge of any
series of such debt securities issued, provided that such action shall not adversely affect in any material respect the interests of the
holders of the debt securities of any series issued.

The indenture will provide that in determining whether the holders of the requisite principal amount of outstanding debt securities of a series
have given any request, demand, authorization, direction, notice, consent or waiver or whether a quorum is present at a meeting of holders of the
debt securities,

� the principal amount of an original issue discount security that shall be deemed to be outstanding shall be the amount of the principal
that would be due and payable as of the date of such determination if the maturity were to be accelerated;

� the principal amount of a debt security denominated in a foreign currency that shall be deemed outstanding shall be the U.S. dollar
equivalent, determined on the issue date for such debt security, of the principal amount (or, in the case of an original issue discount
security, the U.S. dollar equivalent on the issue date of such debt security of the amount determined as provided above);

� the principal amount of an indexed security that shall be deemed outstanding shall be the principal face amount of such indexed
security at original issuance, unless the indenture otherwise provides; and

� the debt securities we own or any other obligor upon the debt securities or any of our affiliates or of such other obligor shall be
disregarded.

Meetings of the Holders of Debt Securities

The indenture will contain provisions for convening meetings of the holders of an issued series of debt securities. A meeting may be called at
any time by the trustee and also, upon our request, or the request of holders of at least 25% in principal amount of the outstanding debt securities
of such series, in any such case upon notice given as provided in the applicable indenture. Except for any consent that must be given by the
holder of each debt security affected by certain modifications and amendments of the indenture, any resolution presented at a meeting or
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adjourned meeting duly reconvened at which a quorum is present may be adopted by the affirmative vote of the holders of a majority in principal
amount of the outstanding debt securities of that series. However, except as referred to above, any resolution with respect to any request,
demand, authorization, direction, notice, consent, waiver or other action that may be made, given or taken by the holders of a specified
percentage which is less than a majority, in principal amount of the outstanding debt securities of a series may be adopted at a meeting or
adjourned meeting duly reconvened. Such resolution must be adopted at a meeting or adjourned meeting at which a quorum is present by the
affirmative vote of the holders of that specified percentage in principal amount of the outstanding debt securities of that series. Any resolution
passed or decision taken at any meeting of holders of debt securities of any series duly held in accordance with the indenture will be binding on
all holders of debt securities of that series. The quorum at any meeting called to adopt a resolution, and at any reconvened meeting, will be
persons holding or representing a majority in principal amount of the
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outstanding debt securities of a series. However, if any action is to be taken at such meeting with respect to a consent or waiver which may be
given by the holders of not less than a specified percentage in principal amount of the outstanding debt securities of a series, the persons holding
or representing such specified percentage in principal amount of the outstanding debt securities of such series will constitute a quorum.

Notwithstanding the provisions described above, if any action is to be taken at a meeting of holders of debt securities of any series with respect
to any request, demand, authorization, direction, notice, consent, waiver or other action that the applicable indenture expressly provides may be
made, given or taken by the holders of a specified percentage in principal amount of all outstanding debt securities affected thereby, or of the
holders of such series and one or more additional series:

� there shall be no minimum quorum requirement for such meeting; and

� the principal amount of the outstanding debt securities of such series that vote in favor of such request, demand, authorization,
direction, notice, consent, waiver or other action shall be taken into account in determining whether such request, demand,
authorization, direction, notice, consent, waiver or other action has been made, given or taken under the indenture.

Discharge, Defeasance and Covenant Defeasance

Unless otherwise indicated in the applicable prospectus supplement, we may discharge certain obligations to holders of any series of debt
securities that have not already been delivered to the trustee for cancellation and that either have become due and payable or will become due
and payable within one year (or scheduled for redemption within one year) by irrevocably depositing with the trustee, in trust, funds in such
currency or currencies, currency unit or units or composite currency or currencies in which such debt securities are payable in an amount
sufficient to pay the entire indebtedness on such debt securities in respect of principal (and premium, if any) and interest to the date of such
deposit (if such debt securities have become due and payable) or to the stated maturity or redemption date, as the case may be.

Unless otherwise indicated in the applicable prospectus supplement, we may elect either:

� to defease and be discharged from any and all obligations (except for the obligation to pay additional amounts, if any, upon the
occurrence of certain events of tax, assessment or governmental charge with respect to payments on such debt securities and the
obligations to register the transfer or exchange of such debt securities, to replace temporary or mutilated, destroyed, lost or stolen debt
securities, to maintain an office or agency in respect of such debt securities and to hold moneys for payment in trust) with respect to
such debt securities (�defeasance�); or

� to be released from our obligations with respect to those debt securities under the applicable indenture (being the restrictions described
under the caption ��Certain Covenants�) or, if provided in the applicable prospectus supplement, our obligations with respect to any other
covenant, and any omission to comply with such obligations shall not constitute a default or an event of default with respect to such
debt securities (�covenant defeasance�), in either case upon our irrevocable deposit with the applicable trustee, in trust, of an amount, in
such currency or currencies, currency unit or units or composite currency or currencies in which such debt securities are payable at
stated maturity, or Government Obligations (as defined below), or both, applicable to such debt securities which through the scheduled
payment of principal and interest in accordance with their terms will provide money in an amount sufficient to pay the principal of
(and premium, if any) and interest on such debt securities, and any mandatory sinking fund or analogous payments thereon, on the
scheduled due dates.
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Such a trust may only be established if, among other things, we have delivered to the applicable trustee an opinion of counsel (as specified in the
applicable indenture) confirming that:

� the holders of such debt securities will not recognize income, gain or loss for U.S. federal income tax purposes as a result of such
defeasance or covenant defeasance, and

22

Edgar Filing: TRUSTREET PROPERTIES INC - Form 424B5

Table of Contents 94



Table of Contents

� the holders will be subject to U.S. 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 or covenant defeasance had not occurred.

The opinion of counsel, in the case of defeasance, must refer to and be based upon a ruling of the Internal Revenue Service or a change in
applicable U.S. federal income tax law occurring after the date of the indenture. In the event of such defeasance, the holders of such debt
securities would thereafter be able to look only to such trust fund for payment of principal (and premium, if any) and interest.

�Government Obligations� means securities which are:

� of the same government which issued the currency in which the series of debt securities are denominated and in which interest is
payable; or

� of government agencies backed by the full faith and credit of such government.

Unless otherwise provided in the applicable prospectus supplement, if after we have deposited funds and/or Government Obligations to effect
defeasance or covenant defeasance with respect to debt securities of any series,

� the holder of a debt security of such series is entitled to, and does, elect pursuant to the applicable indenture or the terms of such debt
security to receive payment in a currency, currency unit or composite currency other than that in which such deposit has been made in
respect of such debt security, or

� a conversion event (as described below) occurs in respect of the currency, currency unit or composite currency in which such deposit
has been made, the indebtedness represented by such debt security shall be deemed to have been, and will be, fully discharged and
satisfied through the payment of the principal of (and premium, if any) and interest on such debt security as they become due out of
the proceeds yielded by converting the amount so deposited in respect of such debt security into the currency, currency unit or
composite currency in which such debt security becomes payable as a result of such election or such cessation of usage based on the
applicable market exchange rate.

A conversion event is the cessation of use of:

� a currency, currency unit or composite currency both by the government of the country which issued such currency and for the
settlement of actions by a central bank or other public institution of or within the international banking community;

� the European Currency Unit (�ECU�) both within the European Monetary System and for the settlement of transactions by public
institutions of or within the European Communities; or

� any currency unit or composite currency, other than the ECU, for the purposes for which it was established.

Unless otherwise described in the applicable prospectus supplement, all payments of principal of (and premium, if any) and interest on any debt
security that is payable in a foreign currency that ceases to be used by its government of issuance shall be made in U.S. dollars.
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In the event we effect covenant defeasance with respect to any debt securities and such debt securities are declared due and payable because of
the occurrence of any event of default, other than the event of default described in the fourth clause under ��Events of Default, Notice and Waiver�
with respect to the specified sections in the applicable indenture (which Sections would no longer be applicable to such debt securities) or the
ninth clause with respect to any other covenants as to which there has been covenant defeasance, the amount in such currency, currency unit or
composite currency in which such debt securities are payable and Government Obligations on deposit with the applicable trustee, will be
sufficient to pay amounts due on such debt securities at the time of their stated maturity but may not be sufficient to pay amounts due on such
debt securities at the time of the acceleration resulting from such event of default. In any such event, we would remain liable to make payments
of such amounts due at the time of acceleration.
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The applicable prospectus supplement may further describe the provisions, if any, permitting such defeasance or covenant defeasance, including
any modifications to the provisions described above, with respect to the debt securities of or within a particular series.

Convertible Debt Securities

The terms and conditions, if any, upon which the debt securities are convertible into shares of our common stock will be set forth in the
applicable prospectus supplement. Such terms will include:

� whether such debt securities are convertible into shares of common stock;

� the conversion price (or manner of calculation thereof);

� the conversion period;

� provisions as to whether conversion will be at our option or at the option of the holders; and

� the events requiring an adjustment of the conversion price and provisions affecting conversion in the event of the redemption of such
debt securities and any restrictions on conversion, including restrictions directed at maintaining our REIT status.

Reference is made to the section captioned �Description of Common Stock� for a general description of shares of our common stock to be
acquired upon the conversion of debt securities, including a description of certain restrictions on the ownership of shares of our common stock.

Book-Entry Debt Securities

The debt securities of a series may be issued in whole or in part in the form of one or more global securities that will be deposited with, or on
behalf of, a depositary identified in the applicable prospectus supplement relating to such series. Global securities may be issued in either
registered or bearer form. The specific terms of the depositary arrangement with respect to a series of debt securities will be described in the
applicable prospectus supplement relating to such series.
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DESCRIPTION OF PREFERRED STOCK

The following is a general description of the preferred stock that we may offer from time to time. The particular terms of the preferred stock
being offered and the extent to which such general provisions may apply will be set forth in the applicable prospectus supplement. The
statements below describing our preferred stock are in all respects subject to and qualified in their entirety by reference to the applicable
provisions of our charter and our bylaws.

General

Under our charter, we are authorized to issue 100 million shares of preferred stock. Of these, the board of directors has authorized the issuance
of 8,000,000 shares, constituting the Series A preferred stock, and 7,500,000 shares, constituting the Series C stock.

Our Articles Supplementary, as amended, set forth the terms of the series of preferred stock consisting of up to 8,000,000 shares, designated
Series A Cumulative Convertible Preferred Stock. Of these, 7,834,197 shares are issued and outstanding as of March 31, 2005.

On August 9, 2004, we authorized for issuance 7,500,000 shares of our Series C preferred stock pursuant to an Articles Supplementary that sets
forth the terms of the series of preferred stock designated 7.5% Series C Redeemable Convertible Preferred Stock. Of these, 7,244,028 are issued
and outstanding as of March 31, 2005.

Prior to issuance of shares of each series, our board of directors is required to fix for each series, subject to the provisions of our charter
regarding excess stock, the following provisions:

� the number of shares to be included in each series;

� the preferences, conversion or other rights;

� voting powers;

� restrictions, including transfer restrictions;

� limitations as to dividends; and

� qualifications and terms or conditions of redemption.
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We must then file articles supplementary to our charter reflecting the terms, preferences and other rights of a particular series of preferred stock.

Except as may be expressly provided with respect to any class or series of preferred stock, no holder of preferred stock will have any preemptive
rights.

Our board of directors could authorize the issuance of shares of preferred stock with terms and conditions that could have the effect of
discouraging a takeover or other transaction. The holders of some or a majority of the shares of common stock might believe such a transaction
to be in their best interests. In addition, that transaction might provide the holders of some or a majority of the shares of common stock a
premium for their shares of common stock over the then-prevailing market price of the common stock.

Terms

The following description of our preferred stock sets forth the general terms and provisions of the preferred stock which may be issued pursuant
to a prospectus supplement. The statements below describing the preferred stock are in all respects subject to and qualified in their entirety by
reference to the applicable provisions of our charter and bylaws and any articles supplementary designating the terms of a series of preferred
stock.
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The prospectus supplement relating to the preferred stock offered thereby will contain the specific terms thereof, including, where applicable, the
following:

(1) Title. The title of the preferred stock;

(2) Share information. The number of shares of the preferred stock offered, the liquidation preference per share and the offering price of the
preferred stock;

(3) Distribution information. The distribution rate(s), period(s) and/or payment date(s) or method(s) of calculation thereof applicable to the
preferred stock;

(4) Distribution accumulation. The date from which distributions on the preferred stock shall accumulate, if applicable;

(5) Sinking fund. The provision for a sinking fund, if any, for the preferred stock;

(6) Redemption. The provision for redemption, if applicable, of the preferred stock;

(7) Securities Exchange listing. Any listing of the preferred stock on any securities exchange;

(8) Conversion terms. The terms and conditions, if applicable, upon which the preferred stock will be convertible into common stock, including
the conversion price or rate (or manner of calculation thereof);

(9) Other terms. Any other specific terms, preferences, rights, limitations or restrictions of the preferred stock;

(10) Tax considerations. A discussion of all material federal income tax considerations applicable to the preferred stock;

(11) Ranking and preference. The relative ranking and preference of the preferred stock as to distribution rights and rights upon our liquidation,
dissolution or winding up of our affairs;
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(12) Issuance limitations. Any limitations on issuance of any series of preferred stock ranking senior to or equally with the series of preferred
stock being issued as to distribution rights and rights upon our liquidation, dissolution or winding up of our affairs; and

(13) Ownership and transfer limitations. Any limitations on direct or beneficial ownership and restrictions on transfer, in each case as may be
appropriate to preserve our status as a REIT.

Rank

Unless otherwise specified in the applicable prospectus supplement, the preferred stock will, with respect to distribution rights and rights upon
our liquidation, dissolution or winding up of our affairs, rank:

(1) senior to the common stock and to all equity securities ranking junior to the preferred stock being issued with respect to distribution rights or
rights upon liquidation, dissolution or winding up;

(2) equal to all equity securities we have issued, the terms of which specifically provide that those equity securities rank on a parity with the
preferred stock with respect to distribution rights or rights upon liquidation, dissolution or winding up; and

(3) junior to all equity securities we have issued, the terms of which specifically provide that those equity securities rank senior to the preferred
stock with respect to distribution rights or rights upon liquidation, dissolution or winding up.

Distributions

Holders of the preferred stock of each series will be entitled to receive cash distributions at the rates and on the dates as provided in the
applicable prospectus supplement. Cash distributions will only be made when, as and if declared by our board of directors. In addition, cash
distributions may only be made out of our assets legally available for payment. Each distribution will be payable to holders of record as they
appear on our stock transfer books on the applicable record dates.
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Distributions on any series of preferred stock may be cumulative or noncumulative. If cumulative, distributions will accumulate from and after
the date set forth in the applicable prospectus supplement.

If distributions with respect to a series of preferred stock are noncumulative, the holders of that series will have no right to receive a distribution
for any period in which our board of directors fails to declare a distribution payable on a distribution payment date for that series. We will have
no obligation to pay the distribution accrued for that period, whether or not distributions on that series are declared payable on any future
distribution payment date.

If any series of preferred stock is outstanding, we will generally not declare or provide for any distributions on the common stock or any other
equal or junior series of preferred stock unless one of the following circumstances is met:

(1) If that series of preferred stock has a cumulative distribution, full cumulative distributions have been or are contemporaneously declared and
paid, or declared and payment provided for, on that series for all past distribution periods and the then current distribution period, or

(2) If that series of preferred stock does not have a cumulative distribution, full distributions for the then current distribution period have been or
are contemporaneously declared and paid, or declared and payment provided for.

We may at any time make distributions in the form of shares of common stock or other shares of capital stock ranking junior to the preferred
stock as to distributions and upon liquidation.

If we do not pay in full, or provide for payment of, distributions on all series of preferred stock with an equal ranking, all distributions declared
on those series of preferred stock with equal rankings will be declared pro rata. Thus, the amount of distributions declared per share of each
series of preferred stock with an equal ranking will be in the same ratio that accrued distributions, including any accrued but unpaid
distributions, per share of those series bear to each other. We are not obligated to pay, and will not pay, any interest, or sum of money in lieu of
interest, in respect of any distribution payment or payments on preferred stock that may be in arrears.

We may not redeem, purchase or otherwise acquire for any consideration, any shares of common stock or any other shares of our capital stock
which rank junior or equal to a series of preferred stock, or provide for a sinking fund for the redemption of any of those shares, unless:

(1) if that series of preferred stock has a cumulative distribution, we have previously or contemporaneously declared and paid, or declared and
provided for the payment of, the full cumulative distributions on that series of preferred stock for all current and past distribution periods, or

(2) if that series of preferred stock does not have a cumulative distribution, we have previously or contemporaneously declared and paid, or
declared and provided for the payment of, full distributions on that series of preferred stock for the then current distribution period.
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With respect to the common stock and any other shares of our capital stock which rank junior or equal to a series of preferred stock, we may,
however, convert those shares into, or exchange those shares for, other capital stock ranking junior to that series of preferred stock.

Any distribution payment made on shares of a series of preferred stock will first be credited against the earliest accrued but unpaid distribution
due with respect to shares of that series that remain payable.

Redemption

The preferred stock may be subject to mandatory redemption or redemption at our option, as a whole or in part, in each case upon the terms, at
the times and at the redemption prices set forth in the applicable prospectus supplement.
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If any series of preferred stock is subject to mandatory redemption, the applicable prospectus supplement will specify the following:

� the number of shares of preferred stock that we will redeem in each year commencing after a specified date, and

� a redemption price per share together with an amount equal to all accrued and unpaid distributions thereon to the date of redemption.

The redemption consideration for any series of preferred stock will not include any accumulation in respect of unpaid distributions for prior
periods if that series does not have a cumulative distribution. The redemption price may be payable in cash or other property, as specified in the
applicable prospectus supplement.

If the redemption price for preferred stock of any series is payable only from the net proceeds of the issuance of shares of our capital stock, the
terms of the preferred stock may provide that if no shares of capital stock have been issued, or to the extent the net proceeds from any issuance
are insufficient to pay in full the aggregate redemption price then due, the preferred stock shall automatically and mandatorily be converted into
the applicable shares of our capital stock pursuant to conversion provisions specified in the applicable prospectus supplement.

We cannot redeem, purchase or acquire, directly or indirectly, any shares of a series of preferred stock unless:

(1) if that series of preferred stock has a cumulative distribution, we have previously or contemporaneously declared and paid, or declared and
provided for the payment of, the full cumulative distributions on that series of preferred stock for all current and past distribution periods, or

(2) if that series of preferred stock does not have a cumulative distribution, we have previously or contemporaneously declared and paid, or
declared and provided for the payment of, full distributions on that series of preferred stock for the then current distribution period.

The foregoing restrictions do not apply to a conversion or exchange of shares of preferred stock for capital shares ranking junior to that series of
preferred stock. These restrictions also will not prevent us from purchasing or acquiring preferred stock to preserve our REIT status and will not
prevent a purchase or exchange offer made on the same terms to holders of all outstanding shares of that series of preferred stock.

If fewer than all of the outstanding shares of preferred stock of any series are to be redeemed, we will determine the number of shares to be
redeemed and set forth that number in a notice mailed to each holder of record of that series of preferred stock. In the case of a partial
redemption, shares may be redeemed pro rata from the holders of record of those shares in proportion to the number of shares held or for which
redemption is requested by the holder, with adjustments to avoid redemption of fractional shares, or by any other equitable manner we
determine.

A notice of any redemption will be mailed at least 30 days, but not more than 60 days, before the redemption date to each holder of record of
preferred stock of any series to be redeemed at the address shown on our stock transfer books. Each notice will state:
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� the redemption date;

� the number of shares and series of preferred stock to be redeemed;

� the redemption price;

� the place or places where certificates for the preferred stock are to be surrendered for payment of the redemption price;

� that distributions on the shares to be redeemed will cease to accrue on the redemption date; and
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� the date upon which the holder�s conversion rights, if any as to those shares, shall terminate.

If we have notified the holders of preferred stock of a redemption, and if we have set aside the necessary funds to redeem those shares,
distributions will no longer accrue on that preferred stock from and after the redemption date. In addition, all rights of the holders of those shares
will terminate, other than the right to receive the redemption price.

Liquidation Preference

If we voluntarily or involuntarily liquidate, dissolve or winds up our affairs, the holders of each series of preferred stock will be entitled to
receive, out of our assets which are legally available for distribution, liquidating distributions. These distributions or payments will be made
before any distribution or payment is made to any holder of common stock or any other class of our capital stock which ranks junior to the
particular series of preferred stock. The amount of any liquidating distributions will be equal to (1) the liquidation preference set forth in the
applicable prospectus supplement, plus (2) an amount equal to all accrued and unpaid distributions, including unpaid cumulative distributions for
prior distribution periods.

After payment of the full amount of liquidating distributions to which they are entitled, the holders of preferred stock will have no right or claim
to any of our remaining assets.

If our available assets are insufficient to pay the amount of the liquidating distributions on all outstanding shares of a series of preferred stock
and all of our securities which rank equally with that series, the holders of that series of preferred stock and those other securities will share
ratably in any distribution of assets in proportion to the full liquidating distributions to which they would otherwise be respectively entitled.

If we have made liquidating distributions in full to all holders of a series of preferred stock, our remaining assets will be distributed among the
holders of any other classes or series of capital stock ranking junior to that series of preferred stock according to their respective rights and
preferences. For these purposes, our consolidation or merger with or into any other corporation, trust or entity, or the sale, lease or conveyance
of all or substantially all of our property or business, shall not be deemed to constitute a liquidation, dissolution or winding up of our affairs.

Voting Rights

Except as set forth below, holders of the preferred stock will only have the voting rights which are (1) required from time to time by law or (2)
indicated in the applicable prospectus supplement.

Unless provided otherwise for any series of preferred stock, so long as any shares of preferred stock of a series remain outstanding, we will not,
without the affirmative vote or consent of at least a majority of the outstanding shares of that series of preferred stock voting as a class:

�
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authorize or create, or increase the authorized or issued amount of, any class or series of capital stock ranking senior to that series of
preferred stock with respect to payment of distributions or the distribution of assets upon liquidation, dissolution or winding up of our
affairs or reclassify any of our authorized capital stock into shares of that series of preferred stock, or create, authorize or issue any
obligation or security convertible into or evidencing the right to purchase those shares, or

� amend, alter or repeal the provisions of our charter, whether by merger, consolidation or otherwise, so as to materially and adversely
affect any right, preference, privilege or voting power of that series of preferred stock or the holders thereof.

A merger, consolidation or other similar event will not be deemed to have materially and adversely affected a series of preferred stock so long as
the preferred stock remains outstanding with no material adverse change in the terms thereof, even though we may not be the surviving entity. In
addition, (1) an increase in the amount of
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authorized preferred stock or the creation or issuance of any other series of preferred stock or (2) any increase in the amount of authorized shares
of that series or any other series of preferred stock of an equal or junior rank will not be deemed to materially and adversely affect a series of
preferred stock.

The foregoing voting provisions will not apply if, at or prior to the time when the act with respect to which a vote would otherwise be required
shall be effected, we have redeemed, or called for the redemption of, all outstanding shares of that series of preferred stock and we have
deposited sufficient funds in trust to effect the redemption.

Conversion Rights

If any series of preferred stock is convertible into common stock, the terms and conditions, if any, of that conversion will be set forth in the
applicable prospectus supplement. The terms, if any, will include:

� the number of shares of common stock into which the shares of preferred stock are convertible;

� the conversion price or rate (or manner of calculation thereof);

� the conversion period;

� provisions as to whether conversion will be at the option of the holders of the preferred stock or us;

� the events requiring an adjustment of the conversion price; and

� the provisions affecting conversion in the event of the redemption of that series of preferred stock.

Restrictions on Transfer and Ownership

Our charter contains provisions which restrict the transfers of, and limit the direct or indirect beneficial ownership of, our capital stock. These
provisions will affect any shares of preferred stock that we may issue from time to time. See �Restrictions on Transfers of Ownership� for a
description of some of these provisions of our charter.

Transfer Agent

The transfer agent and registrar for our preferred stock is American Stock Transfer & Trust Company.

Edgar Filing: TRUSTREET PROPERTIES INC - Form 424B5

Table of Contents 108



30

Edgar Filing: TRUSTREET PROPERTIES INC - Form 424B5

Table of Contents 109



Table of Contents

DESCRIPTION OF DEPOSITARY SHARES

The following is a general description of the depositary shares that we may offer from time to time. The particular terms of the depositary shares
being offered and the extent to which such general provisions may apply will be set forth in the applicable prospectus supplement.

General

We may issue receipts for depositary shares, each of which will represent a fractional interest of a share of a particular series of a class of our
preferred stock, as specified in the applicable prospectus supplement. We will deposit shares of preferred stock of each series represented by
depositary shares under a separate deposit agreement among us, the applicable depositary and the holders from time to time of the depositary
receipts. Generally, each owner of a depositary receipt will be entitled, in proportion to the fractional interest of a share of the particular series of
shares of preferred stock represented by the appropriate depositary shares, to all the rights and preferences of those shares of preferred stock
(including dividend, voting, conversion, redemption and liquidation rights). At May 31, 2005, we had no depositary shares issued or outstanding.

The depositary shares will be evidenced by depositary receipts issued pursuant to the applicable deposit agreement. Immediately following our
issuance and delivery of our preferred stock to the depositary, we will cause the preferred stock depositary to issue, on our behalf, the depositary
receipts. Upon request we will provide you with copies of the applicable form of deposit agreement and depositary receipt.

Dividends and Other Distributions

The depositary will distribute all cash dividends or other cash distributions received in respect of the preferred stock to the record holders of the
applicable depositary receipts in proportion to the number of depositary receipts owned by such holder.

In the event of a distribution other than in cash, the depositary will distribute property received by it to the appropriate record holders of
depositary receipts. If the depositary determines that it is not feasible to make such distribution, then it may, with our approval, sell such
property and distribute the net proceeds to the record holders.

Withdrawal of Shares

Generally, if a holder surrenders depositary receipts at the corporate trust office of the preferred stock depositary (unless the related depositary
shares have previously been called for redemption), the holder will be entitled to receive at that office the number of whole or fractional shares
of preferred stock and any money or other property represented by the depositary shares. Holders of depositary receipts will be entitled to
receive whole or fractional shares of the related preferred stock on the basis of the proportion of shares of preferred stock represented by each
depositary share as specified in the applicable prospectus supplement. Thereafter, holders of such preferred stock will not be entitled to receive
depositary shares for the preferred stock. If a holder seeks to withdraw more depositary shares than are available, then the preferred stock
depositary will deliver to such holder at the same time a new depositary receipt evidencing such excess number of depositary shares.
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Redemption of Depositary Shares

Whenever we redeem preferred stock held by the preferred stock depositary, the depositary will redeem as of the same redemption date the
appropriate number of depositary shares, provided we shall have paid in full to the depositary the redemption price of the preferred stock to be
redeemed plus an amount equal to any accrued and unpaid dividends (except, with respect to noncumulative shares of preferred stock, dividends
for the current dividend period only) to the date fixed for redemption. 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 stock specified in the applicable prospectus supplement. If less than
all the depositary shares are to be redeemed, the amount redeemed will be selected by the depositary by lot.
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After the date fixed for redemption, the depositary shares called for redemption will no longer be outstanding. All rights of the holders will
cease, except the right to receive money or other property that the holders of the depositary shares were entitled to receive upon such
redemption. Payments will be made when holders surrender their depositary receipts to the depositary.

Voting of the Underlying Preferred Stock

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

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 share of applicable preferred stock, as set forth in the appropriate prospectus supplement.

Conversion of Preferred Stock

Our depositary shares, as such, are not convertible into shares of our common stock or any of our other securities or property. Nevertheless, if so
specified in the applicable prospectus supplement, the depositary receipts may be surrendered by their holders to the depositary with written
instructions to the depositary to instruct us to cause conversion of the shares of represented preferred stock into whole shares of common stock
or preferred stock, as the case may be, and we will agree that upon receipt of such instructions and any amounts payable, we will convert the
depositary shares utilizing the same procedures as those provided for delivery of shares of preferred stock to effect such conversion. If the
depositary shares 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 shares of common stock will be issued upon conversion, and if such conversion will result in a fractional share being
issued, we will pay an amount in cash equal to the value of the fractional interest based upon the closing price of the common stock on the last
business day prior to the conversion.

Amendment and Termination of the Deposit Agreement

We and the depositary may, at any time, agree to amend the form of depositary receipt and any provision of the deposit agreement. However,
any amendment that materially and adversely alters the rights of the holders of depositary receipts will not be effective unless that amendment
has been approved by the existing holders of at least a majority of the depositary shares.
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We may terminate the deposit agreement upon not less than 30 days� prior written notice to the preferred stock depositary if:

� the termination is to preserve our status as a REIT or

� a majority of each class of preferred stock affected by the termination consents to the termination,

whereupon the depositary will 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 shares of preferred stock as are represented by the depositary shares evidenced by such
depositary receipts.
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In addition, the deposit agreement will automatically terminate if:

� all outstanding depositary shares shall have been redeemed;

� there shall have been a final distribution in respect of the related preferred stock in connection with our liquidation, dissolution or
winding up and such distribution shall have been distributed to the holders of the applicable depositary receipts; or

� each share of related preferred stock shall have been converted into capital stock not so represented by depositary shares.

Charges of Preferred Stock 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, unless
otherwise specified in the applicable prospectus supplement, holders of depositary receipts will pay the fees and expenses of the depositary for
any duties requested by such holders to be performed which are outside of 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 election to do so. We may at any time remove the depositary. Any such
resignation or removal will take effect upon the appointment of a successor depositary, which must be appointed within 60 days after delivery of
the notice of resignation or removal and, as in the case of the original preferred stock 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, including our annual reports and
Exchange Act filings, which are received by the depositary with respect to the related preferred stock.

We, as well as the depositary, will not be liable if either of us is prevented from or delayed in, by law or any circumstances beyond its control,
performing its obligations under the deposit agreement. Our obligations and those of the depositary under the deposit agreement will be limited
to performing our respective duties in good faith and without negligence, gross negligence or willful misconduct, and neither of us will be
obligated to prosecute or defend any legal proceeding relating to any depositary receipts, depositary shares or shares of preferred stock unless
satisfactory indemnity is furnished. We and the depositary may rely on written advice of counsel or accountants, or information provided by
persons presenting shares of preferred stock represented by depositary receipts, 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.
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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 our claims, requests or instructions.
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FEDERAL INCOME TAX CONSIDERATIONS

The following sections summarize the material federal income tax issues that you may consider relevant. Because this section is a summary, it
does not address all of the tax issues that may be important to you. In addition, this section does not address the tax issues that may be important
to certain types of shareholders that are subject to special treatment under the federal income tax laws, such as insurance companies, tax-exempt
organizations (except to the extent discussed in ��Taxation of Tax-Exempt U.S. Shareholders and U.S. Noteholders� below), financial institutions
and broker-dealers, and non-U.S. individuals and foreign corporations (except to the extent discussed in ��Taxation of Non-U.S. Shareholders and
Non-U.S. Noteholders� below).

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

We urge you to consult your own tax advisor regarding the specific federal, state, local, foreign and other tax consequences to you of
purchasing, owning and disposing of our securities, our election to be taxed as a REIT and the effect of potential changes in applicable tax laws.

Taxation of the Company

We operate in a manner intended to preserve our status as a REIT. We elected to be treated as a REIT under Sections 856 through 860 of the
Internal Revenue Code (the �Code�) for federal income tax purposes commencing with our taxable year ended December 31, 1997. This section
discusses the laws governing the federal income tax treatment of a REIT and its shareholders. These laws are highly technical and complex.

In the opinion of our tax counsel, Pillsbury Winthrop Shaw Pittman LLP, (i) we qualified as a REIT under Sections 856 through 859 of the Code
with respect to our taxable years ended through December 31, 2004; and (ii) we are organized in conformity with the requirements for
qualification as a REIT under the Code, and our current method of operation and ownership will enable us to meet the requirements for
qualification and taxation as a REIT for the current taxable year and for future taxable years, provided that we have operated and continue to
operate in accordance with various assumptions and factual representations made by us concerning our business, properties and operations. We
may not, however, have met or continue to meet such requirements. You should be aware that opinions of counsel are not binding on the IRS or
any court. Our qualification as a REIT depends on our ability to meet, on a continuing basis, certain qualification tests set forth in the federal tax
laws. Those qualification tests involve the percentage of income that we earn from specified sources, the percentage of our assets that fall within
certain categories, the diversity of the ownership of our shares, and the percentage of our earnings that we distribute. We describe the REIT
qualification tests in more detail below. Pillsbury Winthrop Shaw Pittman LLP will not monitor our compliance with the requirements for REIT
qualification on an ongoing basis. Accordingly, our actual operating results may not satisfy the qualification tests. For a discussion of the tax
treatment of us and our shareholders if we fail to qualify as a REIT, see ��Requirements for REIT Qualification�Failure to Qualify.�

As a REIT, we generally will not be 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� (i.e., at both the corporate and stockholder levels) that generally results from owning stock
in a corporation. However, we will be subject to federal tax in the following circumstances:

�

Edgar Filing: TRUSTREET PROPERTIES INC - Form 424B5

Table of Contents 116



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

� we may be subject to the �alternative minimum tax� on any items of tax preference that we do not distribute or allocate to our
shareholders;
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� we will pay income tax at the highest corporate rate on (i) net income from the sale or other disposition of property acquired through
foreclosure that we hold primarily for sale to customers in the ordinary course of business and (ii) other non-qualifying income from
foreclosure property;

� we will pay a 100% tax on net income from certain sales or other dispositions of property (other than foreclosure property) that we
hold primarily for sale to customers in the ordinary course of business (�prohibited transactions�);

� if we fail to satisfy the 75% gross income test or the 95% gross income test (as described below under ��Requirements for REIT
Qualification�Income Tests�), but nonetheless continue to qualify as a REIT because we meet certain other requirements, we will pay a
100% tax on (i) the gross income attributable to the greater of the amount by which we fail, respectively, the 75% or 95% gross
income test, multiplied, in either case, by (ii) a fraction intended to reflect our profitability;

� beginning with our 2005 taxable year, if we fail, in more than a de minimis fashion, to satisfy one or more of the asset tests for any
quarter of a taxable year, but nonetheless continue to qualify as a REIT because we qualify under certain relief provisions, we may 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;

� beginning with our 2005 taxable year, 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, but we would also be required to pay a penalty of $50,000 for each failure to satisfy
the REIT qualification requirements;

� if we fail to distribute during a calendar year at least the sum of (i) 85% of our REIT ordinary income for such year, (ii) 95% of our
REIT capital gain net income for such year, and (iii) any undistributed taxable income from prior periods, we will pay a 4% excise tax
on the excess of such required distribution over the amount we actually distributed;

� we may elect to retain and pay income tax on our net long-term capital gain; or

� if we acquire any asset from a C corporation (i.e., a corporation generally subject to full corporate-level tax) in a merger or other
transaction in which we acquire a �carryover� basis in the asset (i.e., basis determined by reference to the C corporation�s basis in the
asset (or another asset)), and we recognize gain on the sale or disposition of such asset during the 10-year period after we acquire such
asset, we will pay tax at the highest regular corporate rate applicable on the lesser of (i) the amount of gain that we recognize at the
time of the sale or disposition and (ii) the amount of gain that we would have recognized if we had sold the asset at the time we
acquired the asset.

Requirements for REIT Qualification

To qualify as a REIT, we must meet the following requirements:

(1) we are managed by one or more trustees or directors;
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(2) our beneficial ownership is evidenced by transferable shares, or by transferable certificates of beneficial interest;

(3) we would be taxable as a domestic corporation, but for Sections 856 through 860 of the Code;

(4) we are neither a financial institution nor an insurance company subject to certain provisions of the Code;

(5) at least 100 persons are beneficial owners of our shares or ownership certificates;

(6) not more than 50% in value of our outstanding shares or ownership certificates is owned, directly or indirectly, by five or fewer individuals
(as defined in the Code to include certain entities) during the last half of any taxable year (the �5/50 Rule�);
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(7) we elect to be a REIT (or have made such election for a previous taxable year) and satisfy all relevant filing and other administrative
requirements established by the Internal Revenue Service that must be met to elect and maintain REIT status;

(8) we use a calendar year for federal income tax purposes and comply with the record-keeping requirements of the Code and the related
regulations of the U.S. Department of Treasury (�Treasury�); and

(9) we meet certain other qualification tests, described below, regarding the nature of our income and assets.

We must meet requirements 1 through 4 during our entire taxable year and must meet requirement 5 during at least 335 days of a taxable year of
12 months, or during a proportionate part of a taxable year of less than 12 months. If we comply with all the requirements for ascertaining the
ownership of our outstanding shares in a taxable year and have no reason to know that we violated the 5/50 Rule, we will be deemed to have
satisfied the 5/50 Rule for such taxable year. For purposes of determining share ownership under the 5/50 Rule, 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 Code Section 401(a), 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 5/50 Rule.

We believe we have issued sufficient common shares with sufficient diversity of ownership to satisfy requirements 5 and 6 set forth above. In
addition, our charter restricts the ownership and transfer of the common shares so that we should continue to satisfy requirements 5 and 6. The
provisions of our charter restricting the ownership and transfer of the common shares are described in �Description of Common Stock�Restrictions
on Transfers of Ownership.�

We currently have several direct corporate subsidiaries and may have additional corporate subsidiaries in the future. 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. A qualified
REIT subsidiary is a corporation, all of the capital stock of which is owned by the parent REIT, unless we and the subsidiary have jointly elected
to have it treated as a �taxable REIT subsidiary,� in which case it is treated separately from us and will be subject to federal corporate income
taxation. Thus, in applying the requirements described herein, any qualified REIT subsidiary of ours 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.
We believe our direct corporate subsidiaries are qualified REIT subsidiaries, except for those which are taxable REIT subsidiaries. Accordingly,
our qualified REIT subsidiaries are not subject to federal corporate income taxation, though they may be subject to state and local taxation.

A REIT is treated as owning its proportionate share of the assets of any partnership in which it is a partner and as earning its allocable share of
the gross income of the partnership for purposes of the applicable REIT qualification tests. Thus, our proportionate share of the assets, liabilities
and items of income of any partnership (or limited liability company treated as a partnership) in which we have acquired or will acquire an
interest, directly or indirectly, including those of our operating partnership, are treated as our assets and gross income for purposes of applying
the various REIT qualification requirements.

Income Tests. We must satisfy two gross income tests annually to maintain our qualification as a REIT:
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1) At least 75% of our gross income (excluding gross income from prohibited transactions) 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 temporary investment
income (the �75% gross income test�). Qualifying income for purposes of the 75% gross income test includes �rents from real property,� interest on
debt secured by mortgages on real property or on interests in real property, and dividends or other distributions on and gain from the sale of
shares in other REITs; and
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2) At least 95% of our gross income (excluding gross income from prohibited transactions and certain real estate liability hedges) for each
taxable year must consist of income that is qualifying income for purposes of the 75% gross income test, dividends, other types of interest, gain
from the sale or disposition of stock or securities, or any combination of the foregoing (the �95% gross income test�).

The following paragraphs discuss the specific application of these tests to us.

Rental Income. Our primary source of income derives from leasing properties. Rent that we receive from real property that we own and lease to
tenants will qualify as �rents from real property� (which is qualifying income for purposes of the 75% and 95% gross income tests) only if several
conditions are met under the REIT tax rules:

� The rent must not be based, in whole or in part, on the income or profits of any person although, generally, rent may be based on a
fixed percentage or percentages of receipts or sales. We generally will not enter into any lease based in whole or part on the net
income of any person, except in limited cases that should not jeopardize our status as a REIT;

� Except in certain limited circumstances involving taxable REIT subsidiaries, neither we nor someone who owns 10% or more of our
shares may own 10% or more of a tenant from whom we receive rent. Our ownership and the ownership of a tenant is determined
based on direct, indirect and constructive ownership. The constructive ownership rules generally provide that if 10% or more in value
of our shares are owned, directly or indirectly, by or for any person, we are considered as owning the shares owned, directly or
indirectly, by or for such person. The applicable attribution rules, however, are highly complex and difficult to apply, and we may
inadvertently enter into leases with tenants who, through application of such rules, will constitute �related party tenants.� In such event,
rent paid by the related party tenant will not qualify as �rents from real property,� which may jeopardize our status as a REIT. We will
use our best efforts not to rent any property to a related party tenant (taking into account the applicable constructive ownership rules),
unless we determine in our discretion that the rent received from such related party tenant will not jeopardize our status as a REIT. In
the case of certain rent from a taxable REIT subsidiary which would otherwise be considered rent from a related party tenant, such
rent will not be treated as related party tenant rent if the space leased to the taxable REIT subsidiary is part of a property at least 90
percent of which is rented to persons other than taxable REIT subsidiaries and related party tenants, and the amounts of rent paid to us
by the taxable REIT subsidiary are substantially comparable to the rents paid by such other persons for comparable space. We receive
rents from FSI, one of our indirect subsidiaries. Even though FSI files a consolidated return with one of our taxable REIT subsidiaries,
the rents we receive from FSI will not be qualified rents. Nonqualified rents we receive from FSI and from tenants in which we
constructively own a 10% or greater interest should not be in amounts sufficient to jeopardize our status as a REIT;

� The rent attributable to any personal property leased in connection with a lease of property is no more than 15% of the total rent
received under the lease. It is not expected that we will earn material amounts that do not qualify under this test; and

� We generally must not operate or manage our property or furnish or render services to our tenants, other than through an �independent
contractor� who is adequately compensated and from whom we do not derive revenue, or through a taxable REIT subsidiary. We may
provide services directly, if the services are �usually or customarily rendered� in connection with the rental of space for occupancy only
and are not otherwise considered �rendered to the occupant.� In addition, we may render directly a de minimis amount of �non-customary�
services to the tenants of a property without disqualifying the income as �rents from real property,� as long as our income from the
services does not exceed 1% of our income from the related property. We have not provided services to leased properties that have
caused rents to be disqualified as rents from real property, and in the future, we intend that any services provided will not cause rents
to be disqualified as rents from real property.
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Based on the foregoing, we believe that rent from our leases should generally qualify as �rents from real property� for purposes of the 75% and
95% gross income tests, except in amounts that should not jeopardize our status as a REIT. As described above, however, the IRS may assert
successfully a contrary position and, therefore, prevent us from qualifying as a REIT.

On an ongoing basis, we will use our best efforts not to:

� charge rent for any property that is based in whole or in part on the income or profits of any person (except by reason of being based
on a percentage of receipts or sales, as described above, or where we determine that such rents will not jeopardize our status as a
REIT);

� rent any property to a related party tenant (taking into account the applicable constructive ownership rules and the exception for
taxable REIT subsidiaries), except in cases where we determine in our discretion that the rent received from such related party tenant
will not jeopardize our status as a REIT;

� derive rental income attributable to personal property (other than personal property leased in connection with the lease of real
property, the amount of which is less than 15% of the total rent received under the lease), except in amounts that will not jeopardize
our status as a REIT; and

� perform services considered to be rendered to the occupant of the property that generate rents exceeding 1% of all amounts received or
accrued during the taxable year with respect to such property, other than through an independent contractor from whom we derive no
revenue, through a taxable REIT subsidiary, or if the provision of such services will not jeopardize our status as a REIT.

Because the Code provisions applicable to REITs are complex, however, we may fail to meet one or more of the foregoing.

Tax on Income From Property Acquired in Foreclosure. We will be subject to tax at the maximum corporate rate on any income from
foreclosure property (other than income that would be qualifying income for purposes of the 75% gross income test), less expenses directly
connected to the production of such income. �Foreclosure property� is any real property including interests in real property and any personal
property incident to such real property:

� that is acquired by a REIT at a foreclosure sale, or having otherwise become the owner or in possession of the property by agreement
or process of law, after a default (or imminent default) on a lease of such property or on a debt owed to the REIT secured by the
property;

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

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

A REIT will not be considered to have foreclosed on a property where it takes control of the property as a mortgagee-in-possession and cannot
receive any profit or sustain any loss except as a creditor of the mortgagor. Generally, property acquired as described above ceases to be
foreclosure property on the earlier of:
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� the last day of the third taxable year following the taxable year in which the REIT acquired the property (or longer if an extension is
granted by the Secretary of the Treasury);

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

� the first day on which any construction takes place on such property (other than completion of a building, or any other improvement,
where more than 10% of the construction of such building or other improvement was completed before default became imminent); or
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� the first day that is more than 90 days after the day on which such property was acquired by the REIT and the property is used in a
trade or business that is conducted by the REIT (other than through an independent contractor from whom the REIT itself does not
derive or receive any income).

Tax on Prohibited Transactions. A REIT will incur a 100% tax on net income derived from any �prohibited transaction.� A �prohibited transaction�
generally is a sale or other disposition of property (other than foreclosure property) that the REIT holds primarily for sale to customers in the
ordinary course of a trade or business. We believe that none of our assets we are treated as holding are held for sale to customers and that a sale
of any such asset would not be in the ordinary course of its business. Whether a REIT holds an asset �primarily for sale to customers in the
ordinary course of a trade or business� depends, however, on the facts and circumstances in effect from time to time, including those related to a
particular asset. We and our subsidiaries (other than taxable REIT subsidiaries) hold our properties for investment with a view to long-term
appreciation, to engage in the business of acquiring, developing and owning our properties, and to make occasional sales of the properties as are
consistent with our investment objectives. The IRS may contend, however, that one or more of these sales is subject to the 100% penalty tax.

Tax and Deduction Limits on Certain Transactions with Taxable REIT Subsidiaries. A REIT will incur a 100% tax on certain transactions
between a REIT and a taxable REIT subsidiary to the extent the transactions are not on an arms-length basis. In addition, under certain
circumstances the interest paid by a taxable REIT subsidiary to the REIT may not be deductible by the taxable REIT subsidiary. We believe that
none of the transactions we have had with our taxable REIT subsidiaries will give rise to the 100% tax and that none of our taxable REIT
subsidiaries will be subject to the interest deduction limits.

Relief from Consequences of Failing to Meet Income Tests. If we fail to satisfy one or both of the 75% and 95% gross income tests for any
taxable year, we nevertheless may qualify as a REIT for such year if we qualify for relief under certain provisions of the Code. Those relief
provisions generally will be available if our failure to meet such tests is due to reasonable cause and not due to willful neglect, and we attach a
schedule of the sources of our income to our tax return. We may not qualify for the relief provisions in all circumstances. For example, if we fail
to satisfy the gross income tests because nonqualifying income that we intentionally accrue or receive causes us to exceed the limits on
nonqualifying income, the IRS could conclude that our failure to satisfy the tests was not due to reasonable cause. In addition, as discussed
above in ��Taxation of the Company,� even if the relief provisions apply, we would incur a 100% tax on gross income to the extent we fail the 75%
or 95% gross income test (whichever amount is greater), 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 close of each quarter of each taxable
year:

� At least 75% of the value of our total assets must consist of cash or cash items (including certain receivables), government securities,
�real estate assets,� or qualifying temporary investments (the �75% asset test�).

� �Real estate assets� include interests in real property, interests in mortgages on real property and stock in other REITs. We believe
that our properties qualify as real estate assets.

� �Interests in real property� include an interest in mortgage loans or land and improvements thereon, such as buildings or other
inherently permanent structures (including items that are structural components of such buildings or structures), a leasehold of
real property, and an option to acquire real property (or a leasehold of real property).

� Qualifying temporary investments are investments in stock or debt instruments during the one-year period following our receipt
of new capital that we raise through equity or long-term (at least five-year) debt offerings.
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� For investments not included in the 75% asset test, (A) the value of our interest in any one issuer�s securities (which does not include
our equity ownership of other REITs, any qualified REIT subsidiary,
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or any taxable REIT subsidiary) may not exceed 5% of the value of our total assets (the �5% asset test�), (B) we generally may not own
more than 10% of the voting power or value of any one issuer�s outstanding securities, which does not include our equity ownership in
other REITs, any qualified REIT subsidiary, or any taxable REIT subsidiary (the �10% asset test�), and (C) the value of our securities in
one or more taxable REIT subsidiaries may not exceed 20% of the value of our total assets.

We intend to select future investments so as to comply with the asset tests.

If we fail to satisfy the asset tests at the end of a calendar quarter, we would not lose our REIT status if (i) we satisfied the asset tests at the close
of the preceding calendar quarter and (ii) 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 clause (ii) of the preceding sentence, we still could avoid disqualification as a REIT by eliminating any discrepancy
within 30 days after the close of the calendar quarter in which the discrepancy arose.

Relief from Consequences of Failing to Meet Asset Tests. Beginning with our 2005 taxable year, 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. Those relief provisions generally are available for failures of the 5% asset test and the 10% asset test 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
regulations prescribed by the Treasury, 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 gain) to our shareholders in an aggregate amount at least equal to (1) the sum of 90% of (A) our �REIT taxable income� (computed
without regard to the dividends paid deduction and our net capital gain) and (B) our net income (after tax), if any, from foreclosure property,
minus (2) certain items of non-cash income.

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

We will pay federal income tax at regular corporate rates on taxable income (including net capital gain) that we do not distribute to shareholders.
Furthermore, we will incur a 4% nondeductible excise tax if we fail to distribute during a calendar year (or, in the case of distributions with
declaration and record dates falling in the last three months of the calendar year, by the end of January following such calendar year) at least the
sum of (1) 85% of our REIT ordinary income for such year, (2) 95% of our REIT capital gain income for such year, and (3) any undistributed
taxable income from prior periods. The excise tax is on the excess of such required distribution over the amounts we actually distributed. We
may elect to retain and pay income tax on the net long-term capital gain we receive in a taxable year. See ��Taxation of Taxable U.S. Shareholders
and U.S. Noteholders.� For purposes of the 4% excise tax, we will be treated as having distributed any such retained amount. We have made, and
we intend to continue to make, timely distributions sufficient to satisfy the annual distribution requirements.
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It is possible that, from time to time, we may experience timing differences between (1) the actual receipt of income and actual payment of
deductible expenses and (2) the inclusion of that income and deduction of such expenses in arriving at our REIT taxable income. For example,
we may not deduct recognized capital losses from our REIT taxable income. Further, it is possible that, from time to time, we may be allocated a
share of net
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capital gain attributable to the sale of depreciated property that exceeds our allocable share of cash attributable to that sale. As a result of the
foregoing, we may have less cash than is necessary to distribute all of our taxable income and thereby avoid corporate income tax and the excise
tax imposed on certain undistributed income. In such a situation, we may need to borrow funds or issue preferred shares or additional common
shares.

Under certain circumstances, we may be able to correct a failure to meet the distribution requirement for a year by paying deficiency dividends
to our 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 to the IRS based upon
the amount of any deduction we take for deficiency dividends.

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

Relief from Other Failures of the REIT Qualification Provisions. Beginning with our 2005 taxable year, 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.

Failure to Qualify. If we fail to qualify as a REIT in any taxable year, and no relief provision applied, we would be subject to federal income tax
(including any applicable alternative minimum tax) on our taxable income at regular corporate rates. In calculating our taxable income in a year
in which we fail to qualify as a REIT, we would not be able to deduct amounts paid out to shareholders. In fact, we would not be required to
distribute any amounts to shareholders in such year. In such event, to the extent of our earnings and profits, all distributions to shareholders
would be taxable as ordinary income. Such distributions would, however, be �qualified dividend income,� which is taxable at long-term capital
gain rates for individual stockholders. Furthermore, subject to certain limitations of the Code, corporate shareholders might be eligible for the
dividends received deduction. Unless we qualified for relief under specific statutory provisions, we also would be disqualified from taxation as a
REIT for the four taxable years following the year during which we ceased to qualify as a REIT. We cannot predict whether in all circumstances
we would qualify for such statutory relief.

Taxation of Taxable U.S. Shareholders and U.S. Noteholders

As used herein, the term �U.S. shareholder� means a holder of our common or preferred shares, and �U.S. noteholder� means a holder of our notes or
other debt securities, that for U.S. federal income tax purposes is:

� a citizen or resident of the United States;

� a corporation, partnership, or other entity created or organized in or under the laws of the United States, any of its states or the District
of Columbia;

Edgar Filing: TRUSTREET PROPERTIES INC - Form 424B5

Table of Contents 129



� an estate whose income is subject to U.S. federal income taxation regardless of its source; or

� any trust with respect to which (A) a U.S. court is able to exercise primary supervision over the administration of such trust and (B)
one or more U.S. persons have the authority to control all substantial decisions of the trust. Notwithstanding the preceding sentence, to
the extent provided in the Treasury Regulations, some trusts in existence on August 20, 1996, and treated as U.S. persons prior to this
date that elect to continue to be treated as U.S. persons, shall be considered U.S. shareholders.

If a partnership, including an entity that is treated as a partnership for U.S. federal income tax purposes, is a beneficial owner of our securities,
the treatment of a partner in the partnership will generally depend on the status of the partner and the activities of the partnership.
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For U.S. federal income tax purposes, holders of depositary share receipts will be treated as if they held the equivalent fraction of the underlying
preferred shares. Accordingly, the discussion below of the consequences of holding our preferred shares applies equally to holders of our
depositary receipts.

Dividends and Other U.S. Shareholder Distributions. As long as we qualify as a REIT, a taxable U.S. shareholder must account for tax
purposes distributions on our common or preferred shares out of our current or accumulated earnings and profits (and that we do not designate as
capital gain dividends or retained long-term capital gain) as ordinary income. Such distributions will not qualify for the dividends received
deduction generally available to corporations.

In determining the extent to which a distribution constitutes a dividend for federal income tax purposes, our earnings and profits will be
allocated first to distributions with respect to our preferred shares and then to distributions with respect to our common shares. If, for any taxable
year, we elect to designate as capital gain dividends any portion of the distributions paid for the year to our shareholders, the portion of the
amount so designated (not in excess of our net capital gain for the year) that will be allocable to the holders of each class or series of preferred
shares will be the amount so designated, multiplied by a fraction, the numerator of which will be the total dividends (within the meaning of the
Code) paid to the holders of such class or series of preferred shares for the year and the denominator of which will be the total dividends paid to
the holders of all classes of our shares for the year. The remainder of the designated capital gain dividends will be allocable to holders of our
common shares.

A U.S. shareholder will recognize distributions that we designate as capital gain dividends as long-term capital gain (to the extent they do not
exceed our actual net capital gain for the taxable year) without regard to the period for which the U.S. shareholder has held its common shares.
See ��Capital Gains and Losses� below. A corporate U.S. shareholder, however, may be required to treat up to 20% of certain capital gain
dividends as ordinary income.

We may elect to retain and pay income tax on the net long-term capital gain that we receive in a taxable year. In that case, a U.S. shareholder
would be taxed on its proportionate share of our undistributed long-term capital gain. The U.S. shareholder would receive a credit or refund for
its proportionate share of the tax we paid. The U.S. shareholder would increase the basis in its shares by the amount of its proportionate share of
our undistributed long-term capital gain, minus its share of the tax we paid.

A U.S. shareholder will not incur tax on a distribution to the extent it exceeds our current and accumulated earnings and profits if such
distribution does not exceed the adjusted basis of the U.S. shareholder�s common and/or preferred shares. Instead, such distribution in excess of
earnings and profits will reduce the adjusted basis of such shares. To the extent a distribution exceeds both our current and accumulated earnings
and profits and the U.S. shareholder�s adjusted basis in its shares, the U.S. shareholder will recognize long-term capital gain (or short-term capital
gain if the shares have been held for one year or less), assuming the shares are a capital asset in the hands of the U.S. shareholder. In addition, if
we declare a distribution in October, November, or December of any year that is payable to a U.S. shareholder of record on a specified date in
any such month, such distribution shall be treated as both paid by us and received by the U.S. shareholder on December 31 of such year,
provided that we actually pay the distribution during January of the following calendar year. We will notify U.S. shareholders after the close of
our taxable year as to the portions of the distributions attributable to that year that constitute ordinary income or capital gain dividends.

Taxation of U.S. Shareholders on the Sale or Exchange of Common Shares or Preferred Shares. In general, a U.S. shareholder who is not a
dealer in securities must treat any gain or loss realized upon a taxable disposition of common or preferred shares as long-term capital gain or loss
if the U.S. shareholder has held the shares for more than one year, and otherwise as short-term capital gain or loss. However, a U.S. shareholder
must treat any loss upon a sale or exchange of common or preferred shares held by such shareholder for six months or less (after applying
certain holding period rules) as a long-term capital loss to the extent of capital gain dividends

Edgar Filing: TRUSTREET PROPERTIES INC - Form 424B5

Table of Contents 131



42

Edgar Filing: TRUSTREET PROPERTIES INC - Form 424B5

Table of Contents 132



Table of Contents

and other distributions from us that such U.S. shareholder treats as long-term capital gain. All or a portion of any loss a U.S. shareholder realizes
upon a taxable disposition of common or preferred shares may be disallowed if the U.S. shareholder purchases substantially identical shares
within the 61-day period beginning 30 days before and ending 30 days after the disposition.

Redemption of Preferred Shares. The treatment accorded to any redemption by us for cash (as distinguished from a sale, exchange or other
disposition) of preferred shares can only be determined on the basis of particular facts as to each holder at the time of redemption. In general, a
holder of preferred shares will recognize capital gain or loss measured by the difference between the amount received by the holder of preferred
shares upon the redemption and such holder�s adjusted tax basis in the preferred shares redeemed (provided the preferred shares are held as a
capital asset) if such redemption (i) results in a �complete termination� of the holder�s interest in all classes of our shares under Section 302(b)(3) of
the Code, (ii) is �substantially disproportionate� with respect to the holder�s interest in our shares under Section 302(b)(2) of the Code (which will
not be the case if only nonvoting preferred shares are redeemed), or (iii) is �not essentially equivalent to a dividend� with respect to the holder of
preferred shares under Section 302(b)(1) of the Code. In applying these tests, there must be taken into account not only the preferred shares
owned by the holder, but also such holder�s ownership of common shares and any other options (including share purchase rights) to acquire any
of the foregoing. The holder of preferred shares also must take into account any such securities (including options) which are considered to be
owned by such holder by reason of the constructive ownership rules set forth in Sections 318 and 302(c) of the Code.

If a particular holder of preferred shares owns (actually or constructively) none of our common shares or an insubstantial percentage of our
outstanding common shares, then based upon current law, it is probable that the redemption of preferred shares from such a holder would be
considered �not essentially equivalent to a dividend.� However, whether a dividend is �not essentially equivalent to a dividend� depends on all of the
facts and circumstances, and a holder of preferred shares intending to rely on any of these tests at the time of redemption should consult the
holder�s own tax advisor to determine their application to the holder�s particular situation. If the redemption does not meet any of the tests under
Section 302 of the Code, then the redemption proceeds received from the preferred shares will be treated as a distribution on the preferred
shares. If the redemption is taxed as a dividend, the holder�s adjusted tax basis in the preferred shares will be transferred to any other shares held
by the holder. If the holder of preferred shares owns none of our other shares, under certain circumstances, such basis may be transferred to a
related person, or it may be lost entirely.

Proposed Treasury Regulations would, if adopted, alter the method for recovering a holder�s adjusted tax basis in any of our shares redeemed in a
dividend equivalent redemption. Under the Proposed Treasury Regulations, a holder would be treated as realizing a capital loss on the date of the
dividend equivalent redemption equal to the adjusted tax basis of the shares redeemed, subject to adjustments. The recognition of such loss
would generally be deferred until the occurrence of specified events, such as, for example, the holder�s ceasing to actually or constructively own
any shares. There can be no assurance that the Proposed Treasury Regulations will be adopted, or that they will be adopted in their current form.

Capital Gains and Losses. A taxpayer generally must hold a capital asset for more than one year for gain or loss derived from its sale or
exchange to be treated as long-term capital gain or loss. The highest marginal individual income tax rate on ordinary income exceeds the
maximum tax rate on long-term capital gain applicable to non-corporate taxpayers. The maximum tax rate on long-term capital gain from the
sale or exchange of �Section 1250 property� (i.e., depreciable real property) is, to the extent that such gain would have been treated as ordinary
income if the property were �Section 1245 property,� higher than the maximum long-term capital gain rate otherwise applicable. With respect to
distributions that we designate as capital gain dividends and any retained capital gain that is deemed to be distributed, we may designate (subject
to certain limits) whether such a distribution is taxable to our non-corporate shareholders at the lower or higher rate. The tax rate differential
between capital gain and ordinary income for non-corporate taxpayers is significant. In addition, the characterization of income as capital gain or
ordinary income may affect the deductibility of capital losses. A non-corporate taxpayer generally may deduct capital losses not offset by capital
gains against its
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ordinary income only up to a maximum annual amount of $3,000. A non-corporate taxpayer may carry forward unused capital losses
indefinitely. A corporate taxpayer must pay tax on its net capital gain at ordinary corporate rates. A corporate taxpayer can deduct capital losses
only to the extent of capital gains, with unused losses being carried back three years and forward five years.

Current Tax Rates. The maximum tax rate on the long-term capital gains of domestic non-corporate taxpayers is 15% for taxable years
beginning on or before December 31, 2008. The tax rate on �qualified dividend income� is the same as the maximum capital gains rate, and is
substantially lower than the maximum tax rate on ordinary income. Because, as a REIT, we are not generally subject to tax on the portion of our
REIT taxable income or capital gains distributed to our shareholders, our distributions are not generally eligible for the tax rate on qualified
dividend income. As a result, our ordinary REIT distributions are taxed at the higher tax rates applicable to ordinary income. However, the 15%
rate does generally apply to:

� a U.S. shareholder�s long-term capital gain, if any, recognized on the disposition of our shares;

� distributions we designate as long-term capital gain dividends (except to the extent attributable to Section 1250 property, in which
case the 25% tax rate applies);

� distributions attributable to dividends we receive from non-REIT corporations (including our taxable REIT subsidiaries); and

� distributions to the extent attributable to income upon which we have paid corporate tax (for example, the tax we would pay if we
distributed less than all of our taxable REIT income).

Without legislation, the maximum tax rate on long-term capital gains will increase to 20% in 2009, and qualified dividend income will no longer
be taxed at a preferential rate compared to ordinary income.

Interest on Debt Securities. A U.S. noteholder generally will be required to report interest earned on a debt instrument as ordinary income in
accordance with the U.S. noteholder�s method of tax accounting. In general, if the terms of a debt instrument entitle a holder to receive payments
other than fixed periodic interest that exceed the issue price of the instrument, the holder may be required to recognize additional interest as
�original issue discount� over the term of the instrument.

Disposition of Debt Securities. Upon the sale, exchange, redemption, retirement, repurchase or other disposition of a debt security, a U.S.
noteholder who acquired the security upon its issuance will generally recognize capital gain or loss equal to the difference (if any) between the
amount realized (other than amounts attributable to accrued but unpaid stated interest which will be taxable as ordinary income) and such U.S.
noteholder�s tax basis in the security. The U.S. noteholder�s tax basis for a debt security generally will be the purchase price for the security. Such
gain or loss shall be treated as long-term capital gain or loss if the security was held for more than one year. Subject to limited exceptions,
capital losses cannot be used to offset a U.S. noteholder�s ordinary income.

The discussion in the preceding paragraph will apply if the purchase price of the debt securities consists entirely of cash. If any part of the
purchase price for convertible debt securities we issue consists of our common shares (excluding cash representing accrued interest and any cash
in lieu of a fractional common share), the federal income tax consequences will be as described below in � Conversion of Convertible Debt
Securities.�
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Conversion of Convertible Debt Securities. Should we issue convertible debt securities, a U.S. noteholder generally should not recognize
income, gain or loss upon conversion of such debt securities solely into our common shares of beneficial interest, except with respect to cash
received in lieu of fractional shares or to the extent that any common shares received are considered attributable to accrued but unpaid interest
not previously included in income, which will be taxable as ordinary interest income. The U.S. noteholder�s tax basis in the common shares
received on conversion should be the same as the holder�s adjusted tax basis in the debt securities exchanged therefore at the time of conversion
(reduced by any tax basis allocable to a fractional share), and the holding period for the common shares received on conversion should include
the holding period of the securities that were converted. However, a U.S. noteholder�s tax basis in common shares considered attributable to
accrued but unpaid
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interest not previously included in income shall equal the amount of such interest, and the holding period for such shares will begin on the date
of conversion. Cash received in lieu of a fractional common share upon conversion of the debt securities into common shares will generally be
treated as a payment in exchange for the fractional share.

Accordingly, the receipt of cash in lieu of a fractional common share generally will result in capital gain or loss measured by the difference
between the cash received for the fractional share and the holder�s adjusted tax basis in the fractional share. The gain or loss recognized by a U.S.
noteholder with respect to cash received in lieu of a fractional common share upon conversion of debt securities into common shares will be
long-term capital gain or loss if the holder held the securities for more than one year at the time of such conversion.

If we satisfy the conversion obligation in part cash and part common shares, the holder will recognize gain realized in the exchange to the extent
of cash received, but no loss will be recognized on such conversion. The holder�s tax basis in the common shares permitted to be received
tax-free will equal the holder�s tax basis in the corresponding debt security less the amount of cash received plus the amount of gain recognized
on the conversion. The holder�s holding period for the common shares received will include the holding period for the corresponding debt
security. Alternatively, in the event that we satisfy the conversion obligation entirely in cash, the holder will recognize gain or loss equal to the
difference between the proceeds received by such holder (excluding amounts allocated to interest) and the holder�s adjusted tax basis in the debt
security. See ��Disposition of Debt Securities� above.

Adjustment of Conversion Rate. The conversion rate of convertible debt securities may be subject to adjustment under certain circumstances.
Certain adjustments to (or the failure to make such adjustments to) the conversion rate of convertible debt securities that increase a U.S.
noteholder�s proportionate interest in our assets or earnings and profits may result in a taxable constructive distribution to the holder, whether or
not the holder ever converts the securities. This could occur, for example, if the conversion rate is adjusted to compensate holders of convertible
debt securities for distributions of cash or property to our shareholders. Such constructive distribution will be treated as a dividend for tax
purposes, resulting in ordinary income, to the extent of our current or accumulated earnings and profits. As a result, U.S. noteholders could have
taxable income as a result of an event pursuant to which they receive no cash or property. Generally, a U.S. noteholder�s tax basis in a convertible
debt security will be increased to the extent any such constructive distribution is treated as a dividend. Moreover, if there is an adjustment (or a
failure to make an adjustment) to the conversion rate of the convertible debt securities that increases the proportionate interest of the holders of
outstanding common shares in our assets or earnings and profits, then such increase in the proportionate interest of the holders of the common
shares generally will be treated as a constructive distribution to such holders of common shares, taxable as described above.

Information Reporting Requirements and Back-up Withholding. We will report to our shareholders and noteholders and to the IRS the amount
of distributions or interest we pay during each calendar year, and the amount of tax we withhold, if any. Under the back-up withholding rules, a
U.S. shareholder or U.S. noteholder may be subject to back-up withholding (at the rate of 28% through December 31, 2010 and thereafter at a
rate of 31%) with respect to distributions or interest payments unless such holder (1) is a corporation or comes within certain other exempt
categories and, when required, demonstrates this fact or (2) provides a taxpayer identification number, certifies as to no loss of exemption from
back-up withholding, and otherwise complies with the applicable requirements of the back-up withholding rules. A U.S. shareholder or U.S.
noteholder who does not provide us with its correct taxpayer identification number also may be subject to penalties imposed by the IRS. Any
amount paid as back-up withholding will be creditable against the holder�s income tax liability. In addition, we may be required to withhold a
portion of capital gain distributions to any shareholders who fail to certify their non-foreign status to us. Information reporting and back-up
withholding also generally applies to payment of the proceeds of a sale or other disposition of our securities before maturity.

Taxation of Tax-Exempt U.S. Shareholders and U.S. Noteholders

Tax-exempt entities, including qualified employee pension and profit sharing trusts and individual retirement accounts and annuities (�exempt
organizations�), generally are exempt from federal income taxation.
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However, they are subject to taxation on their unrelated business taxable income (�UBTI�). While many investments in real estate generate UBTI,
the IRS has issued a published ruling that dividend distributions from a REIT to an exempt employee pension trust do not constitute UBTI,
provided that the exempt employee pension trust does not otherwise use the shares of the REIT in an unrelated trade or business of the pension
trust. Based on that ruling, amounts that we distribute to exempt organizations on our shares generally should not constitute UBTI. Furthermore,
interest income generally does not constitute UBTI. However, if an exempt organization were to finance its acquisition of our securities with
debt, a portion of the income that they receive from us would constitute UBTI pursuant to the �debt-financed property� rules. Furthermore, social
clubs, voluntary employee benefit associations, supplemental unemployment benefit trusts and qualified group legal services plans that are
exempt from taxation under paragraphs (7), (9), (17), and (20), respectively, of Section 501(c) of the Code are subject to different UBTI rules,
which generally will require them to characterize distributions and other income that they receive from us as UBTI unless the organization is
able to properly claim a deduction for amounts set aside or placed in reserve for specific purposes so as to offset the income generated by its
investment in our securities. Finally, in certain circumstances, a qualified employee pension or profit sharing trust that owns more than 10% of
our shares is required to treat a percentage of the dividends that it receives from us as UBTI (the �UBTI Percentage�). The UBTI Percentage is
equal to the gross income we derive from an unrelated trade or business (determined as if it were a pension trust) divided by our total gross
income for the year in which we pay the dividends. The UBTI rule applies to a pension trust holding more than 10% of our shares only if:

� the UBTI Percentage is at least 5%;

� we qualify as a REIT by reason of the modification of the 5/50 Rule that allows the beneficiaries of the pension trust to be treated as
holding our shares in proportion to their actuarial interests in the pension trust; and

� we are a �pension-held REIT� (i.e., either (1) one pension trust owns more than 25% of the value of our shares or (2) a group of pension
trusts individually holding more than 10% of the value of our shares collectively owns more than 50% of the value of our shares).

Tax-exempt entities will be subject to the rules described above under the heading ��Taxation of Taxable U.S. Shareholders and U.S. Noteholders�
concerning the inclusion of our designated undistributed net capital gains in the income of our shareholders. Thus, such entities will, after
satisfying filing requirements, be allowed a credit or refund of the tax deemed paid by such entities in respect of such includible gains.

Taxation of Non-U.S. Shareholders and Non-U.S. Noteholders

The rules governing U.S. federal income taxation of non-U.S. shareholders and non-U.S. noteholders 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 our securities, including any reporting requirements. As used herein, the term �non-U.S. shareholder� means any
beneficial owner of our shares that is not a U.S. shareholder, and the term �non-U.S. noteholder� means any beneficial owner of our debt securities
that is not a U.S. noteholder.

Ordinary Dividends. A non-U.S. shareholder that receives a distribution that is not attributable to gain from our sale or exchange of United
States real property interests (as defined below) and that we do not designate as a capital gain dividend or retained capital gain will recognize
ordinary income to the extent that we pay such distribution out of our current or accumulated earnings and profits. A withholding tax equal to
30% of the gross amount of the distribution ordinarily will apply to such distribution unless an applicable tax treaty reduces or eliminates the tax.
However, if a distribution is treated as effectively connected with the non-U.S. shareholder�s conduct of a U.S. trade or business, the non-U.S.
shareholder generally will be subject to federal income tax on the distribution at graduated rates, in the same manner as U.S. shareholders are
taxed with respect to such distributions (and also may be subject to the 30% branch profits tax in the case of a non-U.S. shareholder that is a
non-U.S. corporation). We plan to withhold U.S. income tax at the rate of 30% on the gross amount of any such distribution paid to a non-U.S.
shareholder unless (i) a lower treaty rate applies and the non-U.S. shareholder (or
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beneficial owner in the case of shares owned through a pass-through entity that is not acting as a withholding foreign partnership or trust)
provides IRS Form W-8BEN to us evidencing eligibility for that reduced rate, (ii) the non-U.S. shareholder files an IRS Form W-8ECI with us
claiming that the distribution is effectively connected income, or (iii) the non-U.S. shareholder holds shares through a �qualified intermediary� that
has elected to perform any necessary withholding itself.

Return of Capital. A non-U.S. shareholder will not incur tax on a distribution to the extent it exceeds our current and accumulated earnings and
profits if such distribution does not exceed the adjusted basis of its common or preferred shares. Instead, such distribution in excess of earnings
and profits will reduce the adjusted basis of such shares. A non-U.S. shareholder will be subject to tax to the extent a distribution exceeds both
our current and accumulated earnings and profits and the adjusted basis of its shares, if the non-U.S. shareholder otherwise would be subject to
tax on gain from the sale or disposition of its shares, as described below. Because we generally cannot determine at the time we make a
distribution whether or not the distribution will exceed our current and accumulated earnings and profits, we normally will withhold tax on the
entire amount of any distribution just as we would withhold on a dividend. However, a non-U.S. shareholder may obtain a refund of amounts
that we withhold if we later determine that a distribution in fact exceeded our current and accumulated earnings and profits.

Capital Gain Dividends. Provided a non-U.S. shareholder owns common or preferred shares that are �regularly traded� on an established securities
market in the United States, and the non-U.S. shareholder does not own more than 5% of such class of stock at any time during the taxable year,
amounts designated as capital gains from our sale or exchange of �U.S. real property interests� (defined below) are treated as an ordinary dividend
taxable as described above under ��Ordinary Dividends.�

If the foregoing exceptions do not apply, for example because the non-U.S. shareholder owns more than 5% of a class of our stock, the non-U.S.
shareholder incurs tax on distributions on his shares of that class of stock that are attributable to gain from our sale or exchange of �U.S. real
property interests� under the provisions of the Foreign Investment in Real Property Tax Act of 1980 (�FIRPTA�). The term �U.S. real property
interests� includes certain interests in real property and stock in corporations at least 50% of whose assets consists of interests in real property, but
excludes mortgage loans and mortgage-backed securities. Under FIRPTA, a non-U.S. shareholder is taxed on distributions attributable to gain
from sales of U.S. real property interests as if such gain were effectively connected with a U.S. business of the non-U.S. shareholder. A non-U.S.
shareholder thus would be taxed on such a distribution at the normal capital gain rates applicable to U.S. shareholders (subject to applicable
alternative minimum tax and a special alternative minimum tax in the case of a nonresident alien individual). A corporate non-U.S. shareholder
not entitled to treaty relief or exemption also may be subject to the 30% branch profits tax on distributions subject to FIRPTA. We must
withhold 35% of any distribution that we could designate as a capital gain dividend. However, if we make a distribution and later designate it as
a capital gain dividend, then (although such distribution may be taxable to a non-U.S. shareholder) it is not subject to withholding under
FIRPTA. Instead, we must make-up the 35% FIRPTA withholding from distributions made after the designation, until the amount of
distributions withheld at 35% equals the amount of the distribution designated as a capital gain dividend. A non-U.S. shareholder may receive a
credit against its FIRPTA tax liability for the amount we withhold.

Distributions to a non-U.S. shareholder that we designate at the time of distribution as capital gain dividends that are not attributable to or treated
as attributable to our disposition of a United States real property interest generally will not be subject to U.S. federal income taxation, except as
described below under ��Sale of Shares.�

Sale of Shares. A non-U.S. shareholder generally will not incur tax under FIRPTA on gain from the sale of its common or preferred shares as
long as we are a �domestically controlled REIT.� A �domestically controlled REIT� is a REIT in which at all times during a specified testing period
non-U.S. persons held, directly or indirectly, less than 50% in value of the stock. We anticipate that we will continue to be a �domestically
controlled REIT.� In addition, a non-U.S. shareholder that owns, actually or constructively, 5% or less of the
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outstanding shares in that class of shares at all times during a specified testing period will not incur tax under FIRPTA if the shares in that class
are �regularly traded� on an established securities market. If neither of these exceptions were to apply, the gain on the sale of the shares would be
taxed under FIRPTA, in which case a non-U.S. shareholder would be taxed in the same manner as U.S. shareholders with respect to such gain
(subject to applicable alternative minimum tax and a special alternative minimum tax in the case of nonresident alien individuals).

A non-U.S. shareholder will incur tax on gain not subject to FIRPTA if (1) the gain is effectively connected with the non-U.S. shareholder�s U.S.
trade or business, in which case the non-U.S. shareholder will be subject to the same treatment as U.S. shareholders with respect to such gain, or
(2) the non-U.S. shareholder is a nonresident alien individual who was present in the U.S. for 183 days or more during the taxable year, in which
case the non-U.S. shareholder will incur a 30% tax on the shareholder�s capital gains. Capital gains dividends not subject to FIRPTA will be
subject to similar rules.

Back-up Withholding on Non-U.S. Shareholders. Back-up withholding (which generally is withholding at the rate of 28% through December
31, 2010, and thereafter at a rate of 31%, on certain payments to persons that fail to furnish certain information under the United States
information reporting requirements) and information reporting will generally not apply to distributions to a non-U.S. shareholder provided that
the non-U.S. shareholder certifies under penalty of perjury that the shareholder is a non-U.S. shareholder, or otherwise establishes an exemption.
As a general matter, back-up withholding and information reporting will not apply to a payment of the proceeds of a sale of shares effected at a
foreign office of a foreign broker. Information reporting (but not back-up withholding) will apply, however, to a payment of the proceeds of a
sale of shares by a foreign office of a broker that:

� is a U.S. person;

� derives 50% or more of its gross income for a specified three-year period from the conduct of a trade or business in the U.S.;

� is a �controlled foreign corporation� for U.S. tax purposes (generally, a foreign corporation controlled by United States persons); or

� that is a foreign partnership, if at any time during its tax year 50% or more of its income or capital interest are held by U.S. persons or
if it is engaged in the conduct of a trade or business in the U.S.,

unless the broker has documentary evidence in its records that the holder or beneficial owner is a non-U.S. shareholder and certain other
conditions are met, or the shareholder otherwise establishes an exemption. Payment of the proceeds of a sale of shares effected at a U.S. office of
a broker is subject to both back-up withholding and information reporting unless the shareholder certifies under penalty of perjury that the
shareholder is a non-U.S. shareholder, or otherwise establishes an exemption. Back-up withholding is not an additional tax. A non-U.S.
shareholder may obtain a refund of excess amounts withheld under the back-up withholding rules by filing the appropriate claim for refund with
the IRS.

Treatment of Debt Securities. A non-U.S. noteholder generally will not be subject to U.S. federal income or withholding tax on payments of
interest on a debt security, provided that

� the non-U.S. noteholder is not:
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� a direct or indirect owner of 10% or more of the total voting power of all our voting shares;

� a �controlled foreign corporation� for U.S. tax purposes (generally, a foreign corporation controlled by United States persons) that
is related (directly or indirectly) to us through share ownership; or

� a bank whose receipt of interest on a note is pursuant to a loan agreement entered into in the ordinary course of business;

� such interest payments are not effectively connected with the conduct by the non-U.S. noteholder of a trade or business within the
United States; and
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� we or our paying agent receives certain information from the non-U.S. noteholder (or a financial institution that holds the debt
securities in the ordinary course of its trade or business) certifying that such holder is a non-U.S. noteholder.

If interest on a debt security is effectively connected with the conduct by a non-U.S. noteholder of a trade or business in the U.S., such income
generally will be subject to U.S. federal income tax on a net basis at the rates applicable to U.S. persons generally (and, if realized by corporate
holders, may also be subject to a 30% branch profits tax). If interest is subject to U.S. federal income tax on a net basis in accordance with the
rules described in the preceding sentence, payments of such interest or of the disposition proceeds will not be subject to U.S. withholding tax so
long as the non-U.S. noteholder provides us or the paying agent with an IRS Form W-8ECI.

A non-U.S. noteholder generally will not be subject to U.S. federal income or withholding tax on the conversion of a convertible debt security
into our common shares. To the extent a non-U.S. noteholder recognizes any gain as a result of the receipt of cash (including the receipt of cash
in lieu of a fractional common share upon conversion), such cash may give rise to gain that would be subject to the rules described below with
respect to the sale or exchange of shares or debt securities. To the extent that a non-U.S. noteholder receives upon conversion any common
shares attributable to accrued but unpaid interest not previously included in income, such shares would be subject to the rules described above
for interest.

The conversion rate of convertible debt securities may be subject to adjustment in certain circumstances. Any such adjustment could, in certain
circumstances, give rise to a deemed distribution to non-U.S. noteholders of the securities. See ��Taxation of Taxable U.S. Shareholders and U.S.
Noteholders�Adjustment of Conversion Rate� above. In such case, the deemed distribution would be subject to the rules described above under the
heading ��Ordinary Dividends� regarding taxation and withholding of U.S. federal tax on dividends in respect of our shares. Any resulting
withholding tax attributable to deemed dividends would be collected from interest payments made on the convertible debt securities.

Generally a non-U.S. noteholder will not be subject to U.S. federal income or withholding tax on gains from the sale or other taxable disposition
of a debt security unless:

� such gains are effectively connected with the conduct by the non-U.S. noteholder of a trade or business within the U.S. and, if the
non-U.S. noteholder is entitled to the benefits under an applicable tax treaty, is attributable to a permanent establishment or a fixed
base in the U.S.;

� such non-U.S. noteholder is an individual who is present in the U.S. for 183 days or more in the taxable year of disposition and meets
certain other requirements; or

� the non-U.S. noteholder is subject to back-up withholding as a result of failing to provide to the selling broker evidence establishing
such holder�s status as a non-U.S. holder, if required.

If the first bullet point applies, a non-U.S. noteholder generally will be subject to U.S. federal income tax with respect to such gain (and
non-U.S. noteholders that are corporations may also be subject to a 30% branch profits tax), unless an applicable income tax treaty provides
otherwise. If the second bullet point applies, the non-U.S. noteholder generally will be subject to U.S. federal income tax at a rate of 30% (or at a
reduced rate under an applicable income tax treaty) on the amount by which capital gains from U.S. sources (including gains from the sale or
other disposition of the debt securities) exceed capital losses allocable to U.S. sources. If the third bullet point applies, the non-U.S. noteholder
generally will be subject to back-up withholding in a manner similar to U.S. noteholders. See ��Taxation of Taxable U.S. Shareholders and U.S.
Noteholders�Information Reporting Requirements and Back-up Withholding.�
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State and Local Taxes. We and/or you may be subject to state and local tax in various states and localities, including those states and localities
in which we or you transact business, own property or reside. The state and local tax treatment in such jurisdictions may differ from the federal
income tax treatment described above. Consequently, you should consult your own tax advisor regarding the effect of state and local tax laws
upon an investment in our securities.
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PLAN OF DISTRIBUTION

We may sell our securities to one or more underwriters for public offering and sale by them or may sell the offered securities to investors
directly or through agents. Any such underwriter or agent involved in the offer and sale of the offered securities will be named in the applicable
prospectus supplement.

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

Any underwriting compensation we pay to underwriters or agents in connection with the offering of our securities and any discounts,
concessions or commissions allowed by underwriters to participating dealers will be set forth in the applicable prospectus supplement.
Underwriters, dealers and agents participating in the distribution of the offered 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 our securities may be deemed to be underwriting discounts
and commissions under the Securities Act of 1933. Underwriters, dealers and agents may be entitled, under agreements entered into with us, to
indemnification against and contribution toward certain civil liabilities, including liabilities under the Securities Act of 1933, as amended.

If so indicated in the applicable prospectus supplement, we will authorize dealers acting as our agents to solicit offers by certain institutions to
purchase our securities from us at the public offering price set forth in such prospectus supplement pursuant to delayed delivery contracts
providing for payment and delivery on the date or dates stated in such prospectus supplement. Each contract will be for an amount not less than,
and the aggregate principal amount of securities sold pursuant to contracts shall be not less or more than, the respective amounts stated in the
applicable prospectus supplement. Institutions with whom contracts, when authorized, may be made include commercial and savings banks,
insurance companies, pension funds, investment companies, educational and charitable institutions, and other institutions, but will in all cases be
subject to our approval. Contracts will not be subject to any conditions except (i) the purchase by an institution of the offered securities covered
by its contracts shall not at the time of delivery be prohibited under the laws of any jurisdiction in the United States to which such institution is
subject and (ii) if the offered securities are being sold to underwriters, we shall have sold to such underwriters the total principal amount of our
securities less the principal amount thereof covered by contracts.

We may enter into derivative transactions with third 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 those sales 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 borrowings of stock. The third party in such sale
transactions will be an underwriter and, if not identified in this prospectus, will be identified in the applicable prospectus supplement (or a
post-effective amendment).

Certain of the underwriters and their affiliates may be customers of, engage in transactions with and perform services for us and our subsidiaries
in the ordinary course of business.
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to the liquidity of the trading market for any such securities.
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If underwriters or dealers are used in the sale, until the distribution of the securities is completed, the SEC rules may limit the ability of any such
underwriters and selling group members to bid for and purchase the securities. As an exception to these rules, representatives of any
underwriters are permitted to engage in certain transactions that stabilize the price of the securities. Such transactions may consist of bids or
purchases for the purpose of pegging, fixing or maintaining the price of the securities. If the underwriters create a short position in the securities
in connection with the offerings (in other words, if they sell more securities than are set forth on the cover page of the prospectus supplement)
the representatives of the underwriters may reduce that short position by purchasing securities in the open market. The representatives of the
underwriters may also elect to reduce any short position by exercising all or part of any over-allotment option described in the prospectus
supplement. The representatives of the underwriters may also impose a penalty bid on certain underwriters and selling group members. This
means that if the representatives purchase securities in the open market to reduce the underwriters� short position or to stabilize the price of the
securities, they may reclaim the amount of the selling concession from the underwriters and selling group members who sold those shares as part
of the offering. In general, purchases of a security for the purpose of stabilization or to reduce a short position could cause the price of the
security to be higher than it might be in the absence of such purchases. The imposition of a penalty bid might also have an effect on the price of
the securities to the extent that it discourages resales of the securities. We make no representation or prediction as to the direction or magnitude
of any effect that the transactions described above may have on the price of the securities. In addition, the representatives of any underwriters
may determine not to engage in such transactions or that such transactions, once commenced, may be discontinued without notice.

Underwriters and agents in any distribution contemplated hereby, including but not limited to �at the market� equity offerings, may from time to
time include Cantor Fitzgerald & Co. Underwriters or agents could make sales in privately negotiated transactions and/or any other method
permitted by law, including sales deemed to be an �at the market� offering as defined in Rule 415 promulgated under the Securities Act, which
includes sales made directly on the New York Stock Exchange, the existing trading market for our common stock, or sales made to or through a
market maker other than on an exchange. �At the market� offerings may not exceed 10% of the aggregate market value of our outstanding voting
securities held by non-affiliates on a date within 60 days prior to the filing of the registration statement of which this prospectus is a part.
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LEGAL MATTERS

The validity of our securities will be passed upon for us by Pillsbury Winthrop Shaw Pittman LLP, a limited liability partnership including
professional corporations. In addition, the description of federal income tax consequences contained in this prospectus under �Federal Income
Tax Considerations� is, to the extent that it constitutes matters of law, summaries of legal matters or legal conclusions, the opinion of Pillsbury
Winthrop Shaw Pittman LLP.

EXPERTS

The financial statements of CNL Restaurant Properties, Inc. incorporated in this prospectus by reference to Trustreet Properties, Inc.�s Current
Report on Form 8-K/A dated March 4, 2005 and filed with the SEC on June 13, 2005 and management�s assessment of the effectiveness of
internal control over financial reporting (which is included in Management�s Report on Internal Control over Financial Reporting) have been so
incorporated in reliance on the report of PricewaterhouseCoopers LLP, an independent registered certified public accounting firm, given on the
authority of said firm as experts in auditing and accounting.

The audited historical financial statements of the CNL Income Funds included on page F-79 of Trustreet Properties, Inc.�s Current Report on
Form 8-K/A dated February 25, 2005 and filed with the SEC on March 8, 2005 have been so incorporated in reliance on the report of
PricewaterhouseCoopers LLP, an independent registered certified public accounting firm, given on the authority of said firm as experts in
auditing and accounting.

The consolidated financial statements, related consolidated financial statement schedules and management�s report on the effectiveness of
internal control over financial reporting incorporated in this prospectus by reference from the U.S. Restaurant Properties, Inc. Annual Report on
Form 10-K for the year ended December 31, 2004 have been audited by Deloitte & Touche LLP, an independent registered public accounting
firm, as stated in their reports which are incorporated herein by reference (which reports (1) express an unqualified opinion on the consolidated
financial statements and consolidated financial statement schedules and include explanatory paragraphs referring to changes in the methods of
accounting for discontinued operations in 2002 and asset retirement obligations in 2003 as required by Statement of Financial Accounting
Standards (�SFAS�) No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets and SFAS No. 143, Accounting for Asset
Retirement Obligations, respectively, (2) express an unqualified opinion on management�s assessment regarding the effectiveness of internal
control over financial reporting, and (3) express an unqualified opinion on the effectiveness of internal control over financial reporting), and
have been so incorporated in reliance upon the reports of such firm given upon their authority as experts in accounting and auditing.
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