Prospectus ﬁ
Up to 96,000,000 shares offered to the public Behrmger 137 HARVARD

Minimum purchase: 200 shares ($2,000) in most states

Behringer Harvard REIT I, Inc. is a Maryland corporation that intends to qualify as a real estate investment trust. We invest in and operate
institutional quality office and other commercial properties, including properties that have been constructed and have operating histories, are
newly constructed or are under development or construction.

We are offering and selling to the public up to 80,000,000 shares of our common stock for $10.00 per share. We also are offering up to
16,000,000 shares to be issued pursuant to our distribution reinvestment plan at a maximum purchase price of $9.50 per share.

The Offering:
Price Selling Dealer Net Proceeds
to Public Commissions Manager Fee (Before Expenses)

Primary Offering

Per Share..........cccceiiviiiiiiicc e $ 10.00 $ 0.70 $ 0.20 $ 9.10

Total Maximum $ 800,000,000 $ 56,000,000 $ 16,000,000 $ 728,000,000
Distribution Reinvestment Plan

Per Share.........ccccviiiiiiiiiiicc e $ 9.50 $ 0.095 $ — $ 9.405

Total Maximum........c.coveiiieeueieieieinineneeceeeieiereee e $ 152,000,000 $ 1,520,000 $ — $ 150,480,000

The shares will be offered to investors on a best efforts basis. Selling commissions will be reduced to $0.095 per share and no dealer manager
fees will be paid with respect to shares sold pursuant to our distribution reinvestment plan. We expect that if the maximum offering amount is
raised, at least 90.6% of the gross proceeds of this offering will be used for investment in real estate, loans and other investments, paying the
expenses incurred in making such investments, and for initial working capital reserves for real estate investments. We expect to use
approximately 87.1% of the gross proceeds of the maximum offering to make investments in real estate properties, mortgage loans and other
investments, and to use approximately 3.5% of the gross proceeds of the maximum offering, assuming no debt financing, for payment of fees
and expenses related to the selection and acquisition of our investments and for initial working capital reserves for real estate investments. This
offering will terminate on or before February 11, 2007 (unless extended in the event there are any unsold shares remaining at the end of such
period and unless extended with respect to the shares offered under our distribution reinvestment plan).

Investing in our common stock involves a high degree of risk. You should purchase shares only if you can afford a complete loss. See “Risk
Factors” beginning on page 25. The most significant risks relating to your investment include the following:

e  No public market currently exists for our shares of common stock. Our shares cannot be readily sold, and if you are able to sell your
shares, you would likely have to sell them at a substantial discount. If the shares are not listed for trading on an exchange or included
for quotation on The Nasdaq Stock Market by February 20, 2017, we intend to liquidate our assets and distribute the proceeds unless
such date is extended by our board of directors, including a majority of our independent directors.

e  We will rely on Behringer Advisors LP, our advisor, to select properties and other investments and conduct our operations.

e  We are obligated to pay substantial fees to our advisor and its affiliates, some of which are payable based upon factors other than the
quality of services provided to us. Our advisor and its affiliates will face conflicts of interest, such as competing demands upon their
time, their involvement with other entities and the allocation of opportunities among affiliated entities and us.

e  We may incur substantial debt, which could hinder our ability to make distributions to our stockholders or could decrease the value of
your investment in the event that income on, or the value of, the property securing such debt falls.

e  We intend to make the election to be taxed as a REIT for our 2004 tax year. No assurance can be given that we will be able to meet
or maintain the requirements to be taxed as a REIT.

Neither the Securities and Exchange Commission, the Attorney General of the State of New York nor any other state securities regulator
has approved or disapproved of these securities or determined if this prospectus is truthful or complete. Any representation to the
contrary is a criminal offense.

No one is authorized to make any statement about this offering different from those that appear in this prospectus. The use of
projections or forecasts in this offering is prohibited. Any representation to the contrary and any predictions, written or oral, as to the
amount or certainty of any present or future cash benefit or tax consequence that may flow from an investment in this offering is not
permitted.

Behringer Harvard REIT I, Inc. is not a mutual fund or any other type of investment company within the meaning of the Investment Company
Act of 1940 and is not subject to regulation thereunder.

The dealer manager of this offering, Behringer Securities LP, is our affiliate. The dealer manager is not required to sell any specific number of
shares or dollar amount of our common stock but will use its best efforts to sell the shares offered hereby.

Behringer | D SecuriTiES

The date of this prospectus is February 11, 2005
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SUITABILITY STANDARDS
General

An investment in our common stock involves significant risk and is only suitable for persons who have adequate
financial means, desire a relatively long-term investment and who will not need immediate liquidity from their investment.
Persons who meet this standard and seek to diversify their personal portfolios with a finite-life, real estate-based
investment, preserve capital, receive current income, obtain the benefits of potential long-term capital appreciation and who
are able to hold their investment for a time period consistent with our liquidity plans are most likely to benefit from an
investment in our company. On the other hand, we caution persons who require immediate liquidity or guaranteed income,
or who seek a short-term investment not to consider an investment in our common stock as meeting these needs.

In order to purchase shares in this offering, you must:
e meet the applicable financial suitability standards as described below; and
e purchase at least the minimum number of shares as described below.

We have established suitability standards for initial stockholders and subsequent purchasers of shares from our
stockholders. These suitability standards require that a purchaser of shares have, excluding the value of a purchaser’s
home, furnishings and automobiles, either:

e anet worth of at least $150,000; or
e agross annual income of at least $45,000 and a net worth of at least $45,000.

The minimum purchase is 200 shares ($2,000), except in certain states as described below. You may not transfer
less shares than the minimum purchase requirement. In addition, you may not transfer, fractionalize or subdivide your
shares so as to retain less than the number of shares required for the minimum purchase. In order to satisfy the minimum
purchase requirements for retirement plans, unless otherwise prohibited by state law, a husband and wife may jointly
contribute funds from their separate IRAs, provided that each such contribution is made in increments of $100. You should
note that an investment in shares of our common stock will not, in itself, create a retirement plan and that, in order to create
a retirement plan, you must comply with all applicable provisions of the Internal Revenue Code.

After you have purchased the minimum investment, or have satisfied the minimum purchase requirements of
Behringer Harvard Opportunity REIT I, Behringer Harvard Short-Term Opportunity Fund I, Behringer Harvard Mid-Term
Value Enhancement Fund I or any other Behringer Harvard public real estate program, any additional purchase must be in
increments of at least 2.5 shares ($25), except for (1) purchases of shares pursuant to our distribution reinvestment plan or
reinvestment plans of other Behringer Harvard public real estate programs, which may be in lesser amounts, and
(2) purchases made by Minnesota and Oregon residents in other Behringer Harvard public real estate programs, who must
still satisfy the minimum purchase requirements of that program.

Several states have established suitability requirements that are more stringent than the standards that we have
established and described above. Shares will be sold only to investors in these states who meet the special suitability
standards set forth below:

e  Arizona, Kansas and Tennessee — Investors must have either (1) a net worth of at least $225,000 or (2) gross
annual income of $60,000 and a net worth of at least $60,000.

e New Jersey — Investors must have either (1) a net worth of at least $225,000 or (2) annual taxable income of
$60,000 and a net worth of at least $60,000.

e  Maine — Investors must have either (1) a net worth of at least $200,000 or (2) gross annual income of $50,000
and a net worth of at least $50,000.

e  California — Investors must have either (1) a liquid net worth of at least $150,000 or (2) gross annual income
0f $50,000 and a net worth of at least $75,000; provided, however, that such special suitability standards shall
not be applicable to an individual (or a husband and wife) who, including the proposed purchase, has not
purchased more than $2,500 worth of securities issued or proposed to be issued by us within the twelve
months preceding the proposed sale.

e California, Kansas, Ohio and Pennsylvania — In addition to our standard suitability requirements, investors
must have a liquid net worth of at least ten times their investment in our shares.

In all states listed above, net worth is to be determined excluding the value of a purchaser’s home, furnishings and
automobiles.



In the case of sales to fiduciary accounts, these suitability standards must be met by one of the following (i) the
fiduciary account, (ii) the person who directly or indirectly supplied the funds for the purchase of the shares or (iii) the
beneficiary of the account. These suitability standards are intended to help ensure that, given the long-term nature of an
investment in our shares, our investment objectives and the relative illiquidity of our shares, shares of our common stock
are an appropriate investment for those of you who become investors.

Each participating broker-dealer, authorized representative or any other person selling shares on our behalf are

required to:

make every reasonable effort to determine that the purchase of shares is a suitable and appropriate investment
for each investor based on information provided by such investor to the broker-dealer, including such
investor’s age, investment objectives, investment experience, income, net worth, financial situation and other
investments held by such investor; and

maintain records for at least six years of the information used to determine that an investment in the shares is
suitable and appropriate for each investor.

In making this determination, your participating broker-dealer, authorized representative or other person selling shares on
our behalf will, based on a review of the information provided by you, consider whether you:

meet the minimum income and net worth standards established in your state;

can reasonably benefit from an investment in our common stock based on your overall investment objectives
and portfolio structure;

are able to bear the economic risk of the investment based on your overall financial situation; and
have an apparent understanding of:

- the fundamental risks of an investment in our common stock;

- the risk that you may lose your entire investment;

- the lack of liquidity of our common stock;

- the restrictions on transferability of our common stock;

- the background and qualifications of our advisor; and

- the tax consequences of an investment in our common stock.

Restrictions Imposed by the Patriot and Related Acts

The shares of common stock offered hereby may not be offered, sold, transferred or delivered, directly or
indirectly, to any “Unacceptable Investor.” “Unacceptable Investor” means any person who is a:

person or entity who is a “designated national,” “specially designated national, “ “specially designated
terrorist,” “specially designated global terrorist,” “foreign terrorist organization,” or “blocked person” within
the definitions set forth in the Foreign Assets Control Regulations of the U.S. Treasury Department;

person acting on behalf of, or any entity owned or controlled by, any government against whom the U.S.
maintains economic sanctions or embargoes under the Regulations of the U.S. Treasury Department-
including, but not limited to the “Government of Sudan,” the “Government of Iran,” the “Government of
Libya” and the “Government of Iraq”;

person or entity who is within the scope of Executive Order 13224-Blocking Property and Prohibiting
Transactions with Persons who Commit, Threaten to Commit, or Support Terrorism, effective September 24,
2001;

person or entity subject to additional restrictions imposed by the following statutes or regulations and
executive orders issued thereunder: the Trading with the Enemy Act, the Iraq Sanctions Act, the National
Emergencies Act, the Antiterrorism and Effective Death Penalty Act of 1996, the International Emergency
Economic Powers Act, the United Nations Participation Act, the International Security and Development
Cooperation Act, the Nuclear Proliferation Prevent Act of 1994, the Foreign Narcotics Kingpin Designation
Act, the Iran and Libya Sanctions Act of 1996, the Cuban Democracy Act, the Cuban Liberty and Democratic
Solidarity Act and the Foreign Operations, Export Financing and Related Programs Appropriations Act or any
other law of similar import as to any non-U.S. country, as each such act or law has been or may be amended,
adjusted, modified or reviewed from time to time; or

person or entity designated or blocked; associated or involved in terrorism; or subject to restrictions under
laws, regulations, or executive orders as may apply in the future similar to those set forth above.



PROSPECTUS SUMMARY

This prospectus summary highlights selected information contained elsewhere in this prospectus. See also the
“Questions and Answers About this Offering” section immediately following this summary. This section and the
“Questions and Answers About this Offering” section do not contain all of the information that is important to your
decision whether to invest in our common stock. To understand this offering fully, you should read the entire prospectus
carefully, including the “Risk Factors” section and the financial statements.

Behringer Harvard REIT I, Inc.

Behringer Harvard REIT I, Inc. is a Maryland corporation that intends to qualify as a real estate investment trust
(REIT). We invest in commercial real estate properties, generally institutional quality office buildings and other
commercial properties, and lease each such property to one or more tenants. As of January 6, 2005 we owned interests in
eight commercial real estate properties located in Colorado, Georgia, Maryland, Minnesota, Missouri, Washington, D.C.,
and in Texas, where we owned interests in two properties. In addition, we may make, purchase or participate in mortgage
loans secured by the types of real estate properties that we may acquire directly. We also may invest in entities that make
similar investments. Our office is located at 15601 Dallas Parkway, Suite 600, Addison, Texas 75001. Our toll free
telephone number is (866) 655-1605. We sometimes refer to Behringer Harvard REIT I, Inc. as Behringer Harvard REIT 1
in this prospectus.

We had one prior “best efforts” public offering of 80,000,000 shares of our common stock at a purchase price of
$10.00 per share. We also offered up to 8,000,000 additional shares under our distribution reinvestment plan. Generally,
investors were required to invest at least $2,000 during our prior public offering. These shares were offered pursuant to our
registration statement on Form S-11, which was declared effective by the Securities and Exchange Commission on
February 19, 2003, which is the date such offering began. As of January 14, 2005, we had sold approximately 14,096,847
shares of our common stock, resulting in gross offering proceeds of approximately 140,863,425. Our prior offering will be
terminated on or before February 19, 2005, as stated in the prospectus relating to our prior offering, which provided that
such offering would be terminated two years after the beginning of the offering if not terminated earlier. The proceeds
raised during our prior offering were used to make investments in real estate, loans and other investments; payment of fees
and expenses; establishment of initial working capital reserves; and for general corporate purposes.

Our Advisor

Our advisor is Behringer Advisors LP (Behringer Advisors), a Texas limited partnership formed in 2002, which is
responsible for managing our affairs on a day-to-day basis and for identifying and making acquisitions and investments on
our behalf.

Our Management

We operate under the direction of our board of directors, the members of which are accountable to us and our
stockholders as fiduciaries. Our board of directors, including a majority of our independent directors, must approve each
investment proposed by Behringer Advisors, as well as certain other matters set forth in our charter. There are five
members on our board of directors. Three of the directors are independent of Behringer Advisors and have responsibility
for reviewing its performance. Our directors are elected annually by the stockholders. Although we have executive
officers who will manage our operations, we do not have any paid employees. Except with respect to stock options that
may be granted to our executive officers, only our non-employee directors are compensated for their services to us.

Our REIT Status

As a REIT, we generally are not subject to federal income tax on income that we distribute to our stockholders.
Under the Internal Revenue Code of 1986, as amended (Internal Revenue Code), REITSs are subject to numerous
organizational and operational requirements, including a requirement that they distribute at least 90% of their taxable
income, excluding income from operations or sales through taxable REIT subsidiaries. If we fail to qualify for taxation as a
REIT in any year, our income will be taxed at regular corporate rates, and we may be precluded from qualifying for
treatment as a REIT for the four-year period following our failure to qualify. Even if we qualify as a REIT for federal
income tax purposes, we may still be subject to state and local taxes on our income and property and to federal income and
excise taxes on our undistributed income.

Terms of The Offering

We are offering up to 80,000,000 shares of our common stock to the public at $10.00 per share. We are also
offering up to 16,000,000 shares pursuant to our distribution reinvestment plan at a maximum price of $9.50 per share. We
will offer shares of our common stock until the earlier of February 11, 2007 or the date we sell all $952,000,000 worth of
shares in this offering; provided, however, that in the event there are any unsold shares at the end of such period, we may




elect to extend the offering period until such time as all of the shares offered hereby are sold and, provided further, that we
may elect to extend the offering period up to February 11, 2013 solely for the shares reserved for issuance pursuant to our
distribution reinvestment plan if all such shares are not sold prior to the termination date or the end of any extension to such
offering period. We may terminate this offering at any time prior to such termination date. This offering must be
registered, or exempt from registration, in every state in which we offer or sell shares. Generally, such registrations are for
a period of one year. Therefore, we may have to stop selling shares in any state in which the registration is not renewed
annually. We intend to admit new stockholders at least monthly. Each time new investors are admitted, we will hold such
investment proceeds in our account until we withdraw funds for the acquisition of investments or the payment of fees and
expenses.

Certain Summary Risk Factors

An investment in our common stock is subject to significant risks that are described in more detail in the “Risk
Factors” and “Conflicts of Interest” sections of this prospectus. If we are unable to effectively manage the impact of these
risks, we may not meet our investment objectives and, therefore, you may lose some or all of your investment. The
following is a summary of the risks that we believe are most relevant to an investment in shares of our common stock:

e There is no public trading market for the shares, and we cannot assure you that one will ever develop. Until
the shares are publicly traded, you will have difficulty selling your shares, and even if you are able to sell your
shares, you will likely have to sell them at a substantial discount.

e  You will not have the opportunity to evaluate all of our future investments prior to our making them. You
must rely upon our advisor’s ability to select our investments.

e  We will pay significant fees to Behringer Advisors and its affiliates, some of which are payable based upon
factors other than the quality of services provided to us.

e  We may incur substantial debt. Loans we obtain will be secured by some of our properties, which will put
those properties at risk of forfeiture if we are unable to pay our debts and could hinder our ability to make
distributions to our stockholders in the event income on such properties, or their value, falls.

e  The number of properties that we will acquire and the diversification of our investments will be reduced to the
extent that we sell less than all of the 96,000,000 shares, and the value of your investment may fluctuate more
widely with the performance of specific investments. There is a greater risk that you will lose money in your
investment if we cannot diversify our portfolio of investments by geographic location and property type.

e Our ability to achieve our investment objectives and to make distributions depends on the performance of
Behringer Advisors, our advisor, for the day-to-day management of our business and the selection of our real
estate properties, mortgage loans and other investments.

e  Our advisor will face various conflicts of interest resulting from its activities with affiliated entities, such as
conflicts related to allocating the purchase and leasing of properties between us and other Behringer Harvard
programs, conflicts related to any joint ventures, tenant-in-common investments or other co-ownership
arrangements between us and any such other programs and conflicts arising from time demands placed on our
advisor in serving other Behringer Harvard programs.

e To ensure that we continue to qualify as a REIT, our charter prohibits any stockholder from owning more than
9.8% of our outstanding common stock during any time that we are qualified as a REIT. This restriction may
discourage a change in control of our business that might have provided a premium price for our stockholders.

e  We may not qualify or remain qualified as a REIT for federal income tax purposes, which would subject us to
the payment of tax on our income at corporate rates and reduce the amount of funds available for payment of
distributions to our stockholders.

e Real estate investments are subject to general downturns in the industry as well as downturns in specific
geographic areas. We cannot predict what the occupancy level will be in a particular building or that any
tenant or mortgage loan borrower will remain solvent. We also cannot predict the future value of our
properties. Accordingly, we cannot guarantee that you will receive cash distributions or appreciation of your
investment.

¢  You will not have preemptive rights as a stockholder, so any shares we issue in the future may dilute your
interest in us.

e We may invest some or all of the offering proceeds to acquire vacant land on which a building will be
constructed in the future. This type of investment involves risks relating to the builder’s ability to control
construction costs, failure to perform, or failure to build in conformity with plan specifications and timetables.
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o  We will be subject to potential cost overruns and time delays for properties under construction. Increased
costs of newly constructed properties may reduce our returns to you, while construction delays may delay our
ability to distribute cash to you.

e The vote of stockholders owning at least a majority of our shares will bind all of the stockholders as to certain
matters such as the election of directors and an amendment of our charter.

e Ifwe do not list the shares for trading on a national securities exchange (The New York Stock Exchange or
the American Stock Exchange) or for quotation on The Nasdaq Stock Market by February 20, 2017, unless
such date is extended by a majority of our board of directors and a majority of our independent directors, our
charter provides that we must begin to sell all of our properties and distribute the net proceeds to our
stockholders.

e  FEach of our executive officers, including Mr. Behringer, who also serves as the chairman of our board of
directors, also serve as officers of our advisor, our property manager, our dealer manager and other affiliated
entities, including the advisor(s) to and general partners of other Behringer Harvard sponsored programs, and
as a result they will face conflicts of interest relating from their duties to these other entities.

Description of Properties, Investments and Borrowing

Please refer to the “Description of Real Estate Investments” section of this prospectus for a description of the real
estate properties we have purchased to date and the various real estate loans we have outstanding. Our advisor is currently
evaluating additional property acquisitions. As we acquire new properties, we will provide supplements to this prospectus
to describe these properties.

We will seek to acquire and operate institutional quality office and other commercial properties. We intend that
our investments will include properties located in markets and submarkets with identified barriers to new development
activity. Our principal targeted assets are institutional quality office properties that have premier business addresses,
desirable locations, personalized amenities, high quality construction and highly creditworthy commercial tenants. Other
potential property acquisitions include, without limitation, office, industrial and other commercial properties, including
properties that have been constructed and have operating histories, are newly constructed or are under development or
construction. All acquisitions of commercial properties will be evaluated for quality of current income and the potential to
increase future income and generate capital appreciation within a holding period consistent with our planned fund life. We
also may make or purchase mortgage loans or participations in mortgage loans secured by the same types of real properties
that we may acquire directly if our advisor deems that such investments are advantageous to us due to the state of the real
estate market or nature of our investment portfolio at any time. In addition, we may acquire interests in other entities with
similar real property investments. All directly owned real estate properties may be acquired, developed and operated by us
alone or jointly with another party. We are likely to enter into one or more joint ventures, tenant-in-common investments
or other co-ownership arrangements for the acquisition, development or improvements of properties with third parties or
certain of our affiliates, including the present and future real estate limited partnerships and REITs sponsored by affiliates
of our advisor. We may also serve as mortgage lender to these joint ventures, tenant-in-common investments or other joint
venture arrangements or other Behringer Harvard sponsored programs.

We expect to borrow up to 55% of the aggregate value of our assets if interest rates and loan terms are favorable.
Our board of directors has adopted a policy that we will generally limit our aggregate borrowings to approximately 55% of
the aggregate value of our assets as of the date of any borrowing, unless substantial justification exists that borrowing a
greater amount is in our best interests. Our policy limitation does not apply to individual properties and only will apply
once we have invested most of our capital. As a result, it can be expected that, with respect to the acquisition of one or
more of our properties, we may incur indebtedness of more than 55% of the asset value of the property acquired, and that
our debt levels likely will be higher until we have invested most of our capital. Our board of directors must review our
aggregate borrowings at least quarterly. As of December 31, 2004, we had an aggregate debt leverage ratio of 42% of the
value of our total assets. See the “Investment Objectives and Criteria — Borrowing Policies™ section of this prospectus for a
more detailed discussion of our borrowing policies.

Estimated Use of Proceeds of This Offering

We expect that if the maximum offering amount is raised, at least 90.6% of the gross proceeds of this offering will
be used for investment in real estate, loans and other investments, paying the expenses incurred in making such
investments, and for initial working capital reserves for real estate investments. We expect to use approximately 87.1% of
the gross proceeds of the maximum offering to make investments in real estate properties, mortgage loans and other
investments, and to use approximately 3.5% of the gross proceeds of the maximum offering, assuming no debt financing,
for payment of fees and expenses related to the selection and acquisition of our investments and for initial working capital
reserves for real estate investments. The remaining proceeds will be used to pay acquisition and advisory fees to our




advisor in connection with their work in identifying, reviewing, and evaluating investments in properties, the purchase,
development or construction of such properties, and the making of or investing in loans or other investments related to real
estate.

Investment Objectives
Our investment objectives are:
e to preserve, protect and return your capital contribution;
e to maximize cash distributions paid to you;
e torealize growth in the value of our investments upon our ultimate sale of such investments; and

e to list the shares for trading on a national securities exchange or for quotation on The Nasdaq Stock Market or,
if we do not list the shares by February 20, 2017, to make an orderly disposition of our assets and distribute
the cash to you, unless a majority of the board of directors and a majority of the independent directors extends
such date.

We may only change these investment objectives upon a majority vote of the stockholders. See the “Investment
Objectives and Criteria” section of this prospectus for a more complete description of our business and objectives.

Distribution Policy

In order to remain qualified as a REIT, we are required to distribute 90% of our annual taxable income to our
stockholders. We intend to coordinate our distribution declaration dates with our new investor admission dates so our
investors will be entitled to be paid distributions immediately upon the purchase of shares. We have been making and
intend to continue to make distributions on a monthly basis to our stockholders. The amount of each distribution is
determined by our board of directors. We are paying distributions based upon our anticipated future cash flow performance
of our portfolio investments. Accordingly, all or some of such distributions are paid from available capital, resulting in a
return of capital to our investors. The amount of each distribution generally will be based upon such factors as cash
available or anticipated from our investments, current and projected cash requirements and tax considerations.

Special 10% Stock Dividend for Early Investors

Our board of directors intends to authorize a special 10% stock dividend to be paid to all of our stockholders of
record on the last day of first full calendar quarter after we raise an aggregate of $50,000,000 in this offering (excluding
shares sold pursuant to our distribution reinvestment plan) or such lesser amount or such other date as may be determined
by our board of directors in its sole discretion. Investors who purchased our stock on or before the record date for this
special 10% stock dividend (including investors who purchased our stock in our prior offering) will receive one additional
share of stock for every ten shares of stock they own as of the record date. This special 10% stock dividend will, if and
when declared, have the effect of lowering the effective purchase price per share paid by these early investors. Stock
dividends are generally not subject to federal income tax.

Conflicts of Interest

Behringer Advisors, as our advisor, will experience conflicts of interest in connection with the management of our
business affairs, including the following:

e Behringer Advisors and its officers and directors will have to allocate their time between us and the other
Behringer Harvard sponsored programs and activities in which they are involved;

e Behringer Advisors must determine which Behringer Harvard sponsored program or other entity should
purchase any particular property, make or purchase any particular mortgage loan or mortgage loan
participation or make any other investment, or enter into a joint venture, tenant-in-common investment, or
other co-ownership arrangement for the acquisition and operation of specific properties;

e Behringer Advisors may compete with other Behringer Harvard sponsored programs and properties owned by
officers and directors of Behringer Advisors for the same tenants in negotiating leases, making or investing in
mortgage loans or participations in mortgage loans or in selling similar properties at the same time; and

e Behringer Advisors and its affiliates will receive fees in connection with transactions involving the purchase,
management and sale of our investments regardless of the quality of the services provided to us.

See the “Conflicts of Interest” section of this prospectus for a detailed discussion of the various conflicts of
interest relating to your investment, as well as the procedures that we have established to resolve or mitigate a number of
these potential conflicts.




The following chart shows the ownership structure of the various Behringer Harvard entities that are affiliated
with Behringer Advisors.

Robert M. Behringer

l

Public Holders Behringer Harvard Holdings, LLC (1)
Behringer Harvard REIT I, Inc. (2) Behringer Harvard Partners, LLC (3)
. . . .. HPT
BHR Partners I, LLC (4) Behringer Advisors LP (5) Behringer Securities LP (5) Management
Services LP (5)
v v

Behringer Harvard Operating
Partnership I LP (6)

(1) Robert Behringer, our President, Chief Executive Officer, Chief Investment Officer and Chairman of the Board, owned
approximately 55% of the limited liability company interests, and all of the voting interests, of Behringer Harvard Holdings,
LLC (Behringer Harvard Holdings) as of December 31, 2004.

(2) Behringer Harvard Holdings currently owns 20,000 of our issued and outstanding shares. The remaining approximately
14,196,847 issued and outstanding shares are held by approximately 4,000 stockholders of record as of January 14, 2005.

(3) Behringer Harvard Holdings owns 100% of the limited liability company interests of Behringer Harvard Partners, LLC
(Behringer Harvard Partners).

(4) We own 100% of the limited liability company interests of BHR Partners, LLC (BHR Partners).

(5) Behringer Harvard Partners is the 99.9% owner and the sole limited partner of each of Behringer Advisors, Behringer
Securities LP (Behringer Securities), our dealer manager, and HPT Management Services LP (HPT Management), our
affiliated property management company. Harvard Property Trust, LLC, a wholly owned subsidiary of Behringer Harvard
Holdings, is the owner of the remaining 0.1% and the sole general partner of each of Behringer Advisors and Behringer
Securities. IMS, LLC, another wholly owned subsidiary of Behringer Harvard Holdings, is the owner of the remaining 0.1%
interest and the sole general partner of HPT Management Services.

(6) BHR Partners currently is the sole limited partner and the 99.9% owner of Behringer Harvard Operating Partnership I LP
(Behringer Harvard OP I), our operating partnership. We are the sole general partner and owner of the remaining 0.1% of
Behringer Harvard OP L.




Prior Offering Summary

In addition to our initial public offering, Robert M. Behringer, our founder, President, Chief Executive Officer and
Chief Investment Officer, has recently sponsored through Behringer Harvard Holdings: two publicly offered real estate
limited partnerships, Behringer Harvard Short-Term Opportunity Fund I LP (Behringer Harvard Short-Term Fund 1) and
Behringer Harvard Mid-Term Value Enhancement Fund I LP (Behringer Harvard Mid-Term Fund I); seven private
offerings of tenant-in-common interests; and one private real estate limited partnership, Behringer Harvard Strategic
Opportunity Fund I LP (Behringer Harvard Strategic Opportunity Fund I). In addition, Mr. Behringer has proposed to
sponsor a public offering by a newly formed entity, Behringer Harvard Opportunity REIT I, Inc. (Behringer Harvard
Opportunity REIT). Over the last 15 years, Mr. Behringer also has sponsored 28 privately offered real estate limited
partnerships, seven tenant-in-common offerings, and one privately offered REIT, Harvard Property Trust, Inc. As of
December 31, 2004, approximately 8,000 investors invested an aggregate of approximately $405 million in the foregoing
real estate programs, including our initial public offering. The ‘“Prior Performance Summary” section of this prospectus
contains a discussion of the programs sponsored by Mr. Behringer from January 1, 1995. Certain statistical data relating to
such programs with investment objectives similar to ours also is provided in the “Prior Performance Tables” included as
Exhibit A to this prospectus. The prior performance of the programs previously sponsored by Mr. Behringer is not
necessarily indicative of the results that we will achieve. Therefore, you should not assume that you will experience
returns, if any, comparable to those experienced by investors in such prior real estate programs.

Compensation to Behringer Advisors and Its Affiliates

Behringer Advisors and its affiliates will receive compensation and fees for services relating to this offering and
the investment and management of our assets. The most significant items of compensation are summarized in the

following table:

Type of Compensation

Form of Compensation

Estimated $ Amount
for Maximum
Offering (96,000,000
shares - $952,000,000)

Offering Stage

Fees

amount of funds advanced in respect of a mortgage loan

Sales Commissions 7% of gross offering proceeds; limited to 1% for sales under $57,520,000
our distribution reinvestment plan
Dealer Manager Fee 2% of gross offering proceeds; no dealer manager fee will be $16,000,000
paid with respect to sales under our distribution reinvestment
plan
Organization and Offering 2% of gross offering proceeds; no organization and offering $16,000,000
Expenses expenses will be paid with respect to sales under our
distribution reinvestment plan
Acquisition and Development Stage
Acquisition and Advisory 2.5% of the contract purchase price of each property or the $20,732,692 (1)

Acquisition Expenses

Up to 0.5% of the contract purchase price of each property or
the amount of funds advanced in respect of a mortgage loan

$ 4,146,538 (1)

Debt Financing Fee

1% of the amount available under any debt made available to
us. It is anticipated that our advisor will pay some or all of
the fees to third parties with whom it subcontracts to
coordinate financing for us

N/A

Operational Stage

Property Management and
Leasing Fees

A property management fee of 3% of gross revenues plus
leasing commissions based upon the customary leasing
commission applicable to the geographic location of

property

N/A

Asset Management Fee

Monthly fee of one-twelfth of 1% of our aggregate assets
value

N/A

(1) Assumes no financing is used to acquire properties or other investments. However, it is our intent to leverage our investments with
debt. Therefore, actual amounts are dependent upon the value of our assets as financed and cannot be determined at the present time.




Subordinated Disposition Fee | Lesser of one-half of the aggregate brokerage commission N/A
paid (including the subordinated disposition fee) or 3% of
contract price for properties sold, after investors receive a
return of capital plus a 9% annual, cumulative, non-
compounded return on capital
Subordinated Participation in | 15% of remaining amounts of net sale proceeds after return N/A
Net Sale Proceeds (payable of capital plus payment to investors of a 9% annual,
only if our shares are not cumulative, non-compounded return on capital
listed on an exchange)
Subordinated Incentive 15% of the amount by which our adjusted market value N/A
Listing Fee (payable only if exceeds the aggregate capital contributions contributed by
our shares are listed on an investors plus payment to investors of a 9% annual,
exchange or Nasdaq) cumulative, non-compounded return on capital
Subordinated Performance Upon termination of the advisory agreement between us and N/A
Fee (payable only if the our advisor, other than termination by us because of a
Subordinated Incentive material breach of the advisory agreement by the advisor, a
Listing Fee is not paid) performance fee of 15% of the amount by which our
appraised net asset value at the time of such termination
exceeds the aggregate capital contributions contributed by
investors plus payment to investors of a 9% annual,
cumulative, non-compounded return on capital

There are many additional conditions and restrictions on the amount of compensation Behringer Advisors and its
affiliates may receive. There are also some smaller items of compensation and expense reimbursements that Behringer
Advisors may receive. For a more detailed explanation of the fees and expenses payable to Behringer Advisors and its
affiliates, see the “Estimated Use of Proceeds” section of this prospectus and the “Management — Management
Compensation” section of this prospectus.

Listing

We anticipate listing our shares for trading on a national securities exchange, listing the shares for quotation on
The Nasdaq Stock Market, or liquidating our real estate portfolio on or before February 20, 2017. Depending upon then
prevailing market conditions, it is our management’s intention to consider beginning the process of listing or liquidation
prior to February 20, 2013. In the event we do not obtain listing prior to February 20, 2017, unless a majority of our board
of directors and a majority of our independent directors extend such date, our charter requires us to begin the sale of our
properties and liquidation of our assets.

Distribution Reinvestment Plan

You may participate in our distribution reinvestment plan pursuant to which you may have the distributions you
receive reinvested in shares of our common stock. Regardless of whether you participate in our distribution reinvestment
plan, you will be taxed on your distributions to the extent they constitute taxable income, and participation in our
distribution reinvestment plan would mean that you will have to rely solely on sources other than distributions from which
to pay such taxes. As a result, you may have a tax liability without receiving cash distributions to pay such liability. We
may terminate the distribution reinvestment plan in our discretion at any time upon ten days’ notice to plan participants.
See the “Summary of Distribution Reinvestment Plan section of this prospectus for further explanation of our amended
and restated distribution reinvestment plan, a complete copy of which is attached as Exhibit C to this prospectus.

Share Redemption Program

After you have held your shares for a minimum of one year, our share redemption program provides an
opportunity for you to redeem your shares, subject to certain restrictions and limitations. The per share redemption price
will equal the lesser of:

e either (i) for shares held on the record date of the 10% special stock dividend and shares issued pursuant to
such dividend, the average price you paid for all such shares (treating the shares issued pursuant to the 10%
special stock dividend as having a purchase price of $0.00), or (ii) for all other shares, the price you actually
paid for such shares, or




e either (i) prior to the time we begin having appraisals performed by an independent third-party, $9.00 per
share; provided, however, that if we have sold property and have made one or more special distributions to
stockholders of all or a portion of the net proceeds from such sales, the per share redemption price will be
90% of the difference between the offering price of shares in our most recent offering and the amount of net
sale proceeds per share distributed to investors prior to the redemption date as a result of the sale of such
property, or (ii) after we begin obtaining such appraisals, 90% of the net asset value per share, as determined
by the appraisals.

Subject to the limitations described in this prospectus and provided that your redemption request is made within
180 days of the event giving rise to the special circumstances described in this prospectus, we will waive the one-year
holding requirement and redeem shares (1) upon the request of the estate, heir or beneficiary of a deceased stockholder; or
(2) upon the disability of the stockholder or such stockholder’s need for long-term care. In the discretion of our board of
directors, we may also waive the one-year holding requirement and redeem shares due to other involuntary exigent
circumstances surrounding the stockholder, such as bankruptcy, or due to a mandatory distribution requirement under a
stockholder’s IRA, provided that your redemption request is made within 180 days of the event giving rise to such exigent
circumstance. The purchase price for shares redeemed upon the death or disability of the stockholder or upon such
stockholder’s need for long-term care, until we begin having appraisals performed by an independent third-party, will be
the price the stockholder actually paid for the shares; provided, however, that if we have sold property and have made one
or more special distributions to stockholders of all or a portion of the net proceeds from such sales, the per share
redemption price will be the difference between the offering price of shares in our most recent offering and the amount of
net sale proceeds distributed to investors prior to the redemption date as a result of the sale of such property. The purchase
price for shares redeemed upon the death of a stockholder or upon the disability of a stockholder or such stockholder’s need
for long-term care, after we begin obtaining appraisals performed by an independent third-party, will be the fair market
value of the shares as determined by estimated share valuations.

We will not redeem in excess of 5% of the weighted average number of shares outstanding during the twelve-
month period immediately prior the date of redemption. In addition, the cash available for redemption generally will be
limited to 1% of the operating cash flow from the previous fiscal year, plus any proceeds from our distribution reinvestment
plan.

In general, you may present to us fewer than all of your shares for redemption, except that you must present for
redemption at least 25% of your shares. However, provided that your redemption request is made within 180 days of the
event giving rise to the special circumstances described in this sentence, where redemption is being requested:

e on behalf of a deceased stockholder;

e by a stockholder that is disabled or in need of long-term care;

e by a stockholder due to other involuntary exigent circumstances, such as bankruptcy; or
e by a stockholder due to a mandatory distribution under such stockholder’s IRA,

a minimum of 10% of the stockholder’s shares may be presented for redemption; provided, however, that any future
redemption request by such stockholder must present for redemption at least 25% of such stockholder’s remaining shares.

In order to participate in our share redemption program, you must have, and will be required to certify to us that
you, acquired the shares to be redeemed by either (1) a purchase directly from us or (2) a transfer from the original
subscriber by way of a bona fide gift not for value to, or for the benefit of, a member of the subscriber’s immediate or
extended family or through a transfer to a custodian, trustee or other fiduciary for the account of the subscriber or his/her
immediate or extended family in connection with an estate planning transaction, including by bequest or inheritance upon
death or by operation of law.

Our board of directors reserves the right to reject any request for redemption of shares or to terminate, suspend or
amend the share redemption program at any time. You will have no right to request redemption of your shares after the
shares are listed for trading on a national securities exchange or for quotation on The Nasdaq Stock Market. See
“Description of Shares — Share Redemption Program” for further explanation of the Share Redemption Program.

Behringer Harvard OP I

We own all of our investments through Behringer Harvard OP I or subsidiaries thereof, or other operating
partnerships. We may, however, own investments directly or through other entities. We are the sole general partner of
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Behringer Harvard OP I. BHR Partners, our subsidiary, is currently the only limited partner of Behringer Harvard OP 1.
Our ownership of properties in Behringer Harvard OP I is referred to as an “UPREIT.” The UPREIT structure allows us to
acquire real estate properties in exchange for limited partnership units in Behringer Harvard OP 1. This structure also
allows sellers of properties to transfer their properties to Behringer Harvard OP I in exchange for units of Behringer
Harvard OP I and defer gain recognition for tax purposes with respect to such transfers of properties. At present, we have
no plans to acquire any specific properties in exchange for units of Behringer Harvard OP 1. The holders of units in
Behringer Harvard OP I may have their units exchanged for cash or shares of our common stock under certain
circumstances described in the section of this prospectus captioned “The Operating Partnership Agreement.”

ERISA Considerations

The section of this prospectus entitled “Investment by Tax-Exempt Entities and ERISA Considerations” describes
the effect the purchase of shares will have on individual retirement accounts (IRAs) and retirement plans subject to the
Employee Retirement Income Security Act of 1974, as amended (ERISA), and/or the Internal Revenue Code. ERISA is a
federal law that regulates the operation of certain tax-advantaged retirement plans. Any retirement plan trustee or
individual considering purchasing shares for a retirement plan or an IRA should read carefully the section of this prospectus
captioned “Investment by Tax-Exempt Entities and ERISA Considerations.”

Description of Shares

Generally, your investment will be recorded on our books only, and we will issue a certificate evidencing stock
ownership only to stockholders who make a written request to us. If you wish to transfer your shares, you are required to
send an executed transfer form to us, along with a fee to cover reasonable transfer costs, in an amount as determined by our
board of directors. We will provide the required form to you upon request or make it available on our web site.

Stockholder Voting Rights and Limitations

We will hold annual meetings of our stockholders for the purpose of electing our directors or conducting other
business matters that may be properly presented at such meetings. We may also call a special meeting of stockholders from
time to time for the purpose of conducting certain matters. You are entitled to one vote for each share you own at any of
these meetings.

Restriction on Share Ownership

Our charter contains a restriction on ownership of our shares that prevents any one person from owning more than
9.8% of our outstanding common stock. These restrictions are designed to enable us to comply with share accumulation
restrictions imposed on REITs by the Internal Revenue Code. For a more complete description of the shares, including
restrictions on the ownership of shares, please see the “Description of Shares™ section of this prospectus.

Other Behringer Harvard Programs

Affiliates of Behringer Advisors are currently sponsoring registered public offerings on behalf of Behringer
Harvard Mid-Term Fund I and Behringer Harvard Short-Term Fund I. Both of those offerings are expected to terminate on
or about February 19, 2005. Simultaneously with this offering, affiliates of Behringer Advisors propose to sponsor a
registered public offering on behalf of Behringer Harvard Opportunity REIT I, Inc. (Behringer Harvard Opportunity
REIT I), a newly-formed entity. It is anticipated that this offering will commence soon after the commencement of the
offering by the Behringer Harvard Opportunity REIT I. The following table summarizes some of the most important
features of this offering and the proposed offering of Behringer Harvard Opportunity REIT 1.

BEHRINGER BEHRINGER HARVARD
HARVARD REIT I OPPORTUNITY REIT I
Entity Type Real estate investment trust Real estate investment trust
Offering Size $800,000,000 to the public plus $400,000,000 to the public plus
$152,000,000 for distribution reinvestment | $76,000,000 for the distribution
plan; no minimum offering reinvestment plan; minimum offering
of $2,000,000
Minimum Investment $2,000 (some states may vary) $2,000 (some states may vary)
Targeted Fund Term Eight to twelve years from the termination | Three to six years from the termination
of the initial public offering (which shall of the offering
terminate on or about February 19, 2005)
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BEHRINGER
HARVARD REIT I

BEHRINGER HARVARD
OPPORTUNITY REIT I

Investment Objectives

o To preserve, protect and return capital
contributions

e To maximize distributable cash to
investors

o To realize growth in the value of
investments upon the ultimate sale of the
investments

e On or before February 20, 2017 either
(1) to list the shares for trading on a
national securities exchange or for
quotation on The Nasdaq Stock Market
or (ii) to make an orderly disposition of
assets and distribute the cash to investors,
unless a majority of the board of directors
and a majority of the independent
directors extends such date

e To realize growth in the value of
investments upon the ultimate sale of
the investments

e To maximize distributable cash to
investors

e To preserve, protect and return
capital contributions

e To provide investors with a return of
their investment by listing the shares
for trading on a national securities
exchange or for quotation on The
Nasdaq Stock Market or, if the shares
are not listed by the sixth anniversary
of the termination of the offering, by
making an orderly disposition of
properties and distributing the cash to
investors unless a majority of the
board of directors and a majority of
the independent directors approve
otherwise

Targeted Assets e To employ an investment approach | e To employ an opportunistic and
targeting markets and submarkets where flexible approach to investing in
barriers to entry are judged to be high properties with significant

e To invest principally in institutional possibilities for short-term capital
quality office properties having premier appreciation, such as repositioning
business addresses in especially desirable opportunities or markets with higher
locations with limited potential for new volatility, lower barriers to entry and
development, personalized amenities, high growth potential
high quality construction, and highly | e To invest in any type of commercial
creditworthy commercial tenants property investment

Targeted Markets Generally intended to include markets and | Generally intended to include markets

submarkets where barriers to entry are
judged to be high

with higher volatility, lower barriers to
entry and high growth potential

Possibility of Joint Ventures,
Tenant-in-Common
Arrangements or Other Co-
ownership Arrangements

Likely to enter into joint ventures, tenant-
in-common investments or other co-
ownership arrangements with other
institutional real estate investors (such as
pension funds and insurance companies)
and other Behringer Harvard funds having
similar investment objectives and utilizing
leverage

May enter into joint ventures, tenant-in-
common investments or other co-
ownership arrangements with other
Behringer Harvard funds and other real
estate investors having similar
investment objectives

Investments Other Than Real
Property

Ownership interests of unaffiliated
enterprises having real property
investments consistent with those we intend
to acquire directly, as well as joint ventures
with affiliates and non-affiliates and other
co-ownership arrangements; mortgage
loans and participations in mortgage loans

Ownership interests of unaffiliated
enterprises having real property
investments consistent with those the
fund intends to acquire directly, as well
as joint ventures with affiliates and
non-affiliates and other co-ownership
arrangements; mortgage loans and
participations in mortgage loans

Mortgage Loan Investing

Possible

Possible

Leverage

Yes; aggregate amount of borrowings
generally are expected to be approximately
55% of the aggregate value of all assets

Yes; aggregate amount of borrowings
generally are not expected to exceed
75% of the aggregate value of all assets
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BEHRINGER
HARVARD REIT I

BEHRINGER HARVARD
OPPORTUNITY REIT I

Distribution Policy

At least 90% of annual taxable income will
be distributed to stockholders; distributions,
if any, to be declared and paid on a
monthly basis

At least 90% of annual taxable income
will be distributed to stockholders;
distributions, if any, to be declared and
paid on a monthly basis

Profile of Investor for Whom
Investment in Shares Is
Recommended

Investors who seek to diversify their
personal portfolios with a finite-life, real
estate-based investment, seek to preserve
capital, seek to receive current income,
wish to obtain the benefits of potential
long-term capital appreciation, and are able
to hold their investments for a time period
consistent with the fund’s liquidity plans

Investors who seek to diversify their
personal portfolios with a finite-life,
real estate-based investment, wish to
obtain the benefits of potential long-
term capital appreciation, seek to
receive current income, and are able to
hold their investments for a time period
consistent with the fund’s liquidity
plans

Persons for Whom
Investment in Shares Is Not

Persons who require immediate liquidity or
guaranteed income, or who seek a short-

Persons who require immediate
liquidity or guaranteed income

Recommended term investment

Appropriate for IRAs, 401(k)s | Yes Yes
and Other Tax Qualified

Plans

Estimated Percentage of
Gross Proceeds for Fund Use

Expected minimum of 90.6% (87.1% for
investment, 2.6% for acquisition fees and
expenses, and 0.9% for initial working
capital reserves)

Expected minimum of 90.6% (87.1%
for investment, 2.6% for acquisition
fees and expenses, and 0.9% for initial
working capital reserves)

Compensation of Advisor and
Affiliates for Services

Acquisition and advisory fee of 2.5% of
purchase price of investments; debt
financing fee of 1% of amount financed;
monthly asset management fee of one-
twelfth of 1% of aggregate assets value;
property management fee of up to 3% of
gross revenues plus a leasing fee

Acquisition and advisory fee of 2.5%
of purchase price of investments; debt
financing fee of 1% of amount
financed; monthly asset management
fee of one-twelfth of 1% of aggregate
assets value; property management fee
of up to 4.5% of gross revenues plus a
leasing fee

Stockholder Preferred Return
Before Advisor Participation

Return of investment plus 9% per year
(non-compounded)

Return of investment plus 10% per year
(non-compounded)

Advisor Performance-Based
Return Payable After
Stockholder Preferred Return

Subordinated disposition fee up to 3% of
the sales price of each property sold; 15%
subordinated participation in gains from
sales of properties over the investors’ 9%
annual return plus return of investment;
subordinated incentive listing fee of 15% of
the net market value of the outstanding
stock plus distributions paid (other than the
special 10% stock dividend) prior to listing
minus the preferred return; subordinated
performance fee of 15% of the net
appraised asset value of the fund plus
distributions paid (other than the special
10% stock dividend) prior to listing minus
the preferred return

Subordinated disposition fee up to 3%
of the sales price of each property sold;
15% subordinated participation in gains
from sales of properties over the
investors’ 10% annual return plus
return of investment; subordinated
incentive listing fee of 15% of the net
market value of the outstanding stock
plus distributions paid (other than the
special 10% stock dividend) prior to
listing minus the preferred return;
subordinated performance fee of 15%
of the net appraised asset value of the
fund plus distributions paid (other than
the special 10% stock dividend) prior to
listing minus the preferred return

Distribution Reinvestment Yes Yes

Plan

Share Redemption Plan Yes Yes

Tax Reporting Form 1099 Form 1099
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QUESTIONS AND ANSWERS ABOUT THIS OFFERING

Below we have provided some of the more frequently asked questions and answers relating to an offering of this

type. Please see the remainder of this prospectus for more detailed information about this offering.

Q: Whatis a REIT?

A:

In general, a REIT is a company that:

e pays distributions to investors of at least 90% of its taxable income, excluding income from operations or
sales through taxable REIT subsidiaries;

e avoids the “double taxation” treatment of income that generally results from investments in a corporation
because a REIT is not generally subject to federal corporate income taxes on its net income, provided
certain income tax requirements are satisfied,;

e combines the capital of many investors to acquire or provide financing for real estate-based investment; and

o offers the benefit of a diversified real estate portfolio under professional management.

Q: Why are you structured as a REIT?

A:

Each Behringer Harvard sponsored program is structured using the business form (“C corporation,” REIT or
limited partnership) that the sponsor believes to be most advantageous to investors under the circumstances. For
example, if a Behringer Harvard sponsored program were to be structured as a standard C corporation, the entity
would be taxed on its income, and investors would be taxed on any cash distributions they receive. In contrast,
REITs generally are not taxed on income distributed to investors. Thus, in order to avoid the so-called “double
taxation,” inherent in the C corporation structure, we and the other publicly offered real estate programs
sponsored by our affiliates, namely Behringer Harvard Mid-Term Fund I, Behringer Harvard Short-Term Fund 1
and Behringer Harvard Opportunity REIT I have been structured either as limited partnerships or REITs.

The decision of whether a fund should be formed as a REIT or a limited partnership is more complex. Limited
partnerships are structured such that income and losses are allocated directly to individual investors rather than
realized at the partnership level. Limited partnerships often use this feature to creatively allocate income and
losses to certain investors or classes of investors. If we were structured as a partnership, then we could
potentially be characterized as a “publicly traded partnership,” which would require us to be taxed as a “C”
corporation and subject to double taxation. Moreover, if we were structured as a partnership and were not
characterized as a “publicly traded partnership,” then the tax reporting required to be delivered to our partners
would be significantly more complex and onerous than is required to be delivered by a REIT to its stockholders,
investors may have been required to pay taxes in the states in which we own properties and the income allocated
to its partners that are tax-exempt entities would more likely be characterized as “unrelated business taxable
income” than the allocation of the same income by a REIT to its tax-exempt stockholders. In light of these and
other factors, and because Behringer Harvard REIT I has a longer targeted fund term than these other publicly-
offered programs, we have been structured as a real estate investment trust. Regardless of the choice of entity
used, Behringer Harvard sponsored programs are designed to operate consistently with the goals of being
focused on business fundamentals and maximizing distributions to investors.

Q: What is the experience of your officers, directors and key personnel?

A:

Robert M. Behringer — our President, Chief Executive Officer, Chief Investment Officer and Chairman of the
Board, has been active in the acquisition, finance, management and development of both institutional and non-
institutional commercial real estate, and the structuring of commercial real estate transactions, for over 25 years.
Mr. Behringer also serves in similar capacities for Behringer Harvard Opportunity REIT 1. Since 2002,

Mr. Behringer has also served as a general partner of two publicly offered real estate limited partnerships
affiliated with us, Behringer Harvard Mid-Term Fund I and Behringer Harvard Short-Term Fund I.

Mr. Behringer was formerly the President and Chief Executive Officer of Harvard Property Trust, Inc., an office
REIT with net asset value of approximately $200 million, and since 1989 he has sponsored numerous real estate
investment partnerships. From 1985 until 1993, Mr. Behringer was Vice President and Investment Officer of
Equitable Real Estate Investment Management, Inc. (now known as Lend Lease), one of the largest pension
fund advisors and owners of real estate in the United States. While at Equitable, Mr. Behringer was an
institutional portfolio manager with responsibility for a portfolio of properties, including institutional quality
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office, industrial, retail, apartment and hotel properties exceeding 17 million square feet with a value of
approximately $2.8 billion. Mr. Behringer has also been a licensed certified public accountant for over 20 years.

Robert S. Aisner — our Chief Operating Officer, has 30 years of commercial real estate experience. Mr. Aisner
also serves as an executive officer in similar capacities for all other Behringer Harvard entities. From 1996 until
joining us in 2003, Mr. Aisner served as Executive Vice President of Amli Residential Properties Trust (Amli), a
New York Stock Exchange listed REIT, President of Amli Management Company, overseeing all apartment
operations in 80 communities in eight cities and the Amli Corporate Homes division of Amli, Vice President of
Amli Residential Construction and Vice President of Amli Institutional Advisors. Mr. Aisner also served on
Amli’s Executive Committee and Investment Committee. From 1994 until 1996, Mr. Aisner owned and
operated Regents Management, Inc., which had both a multifamily development and construction group and a
general commercial property management company. From 1984 to 1994, he was employed by HRW Resources,
Inc., a real estate development and management company, where he served as Vice President.

Gerald J. Reihsen, III — our Executive Vice President — Corporate Development and Legal and Secretary,
practiced as a corporate securities attorney for over 20 years with commercial law firms, including over nine
years with a leading international law firm, and served as Vice President-Corporate Development and Legal for
Xybridge Technologies, Inc., a telecommunications software company. Mr. Reihsen also serves as an executive
officer in similar capacities for all other Behringer Harvard entities. Mr. Reihsen’s business and legal
background has centered on sophisticated financial and transactional matters, including commercial real estate
transactions, REITs and partnerships, and public and private securities offerings.

Gary S. Bresky — our Chief Financial Officer and Treasurer, is a certified public accountant and has been active
in commercial real estate and related financial activities for over 20 years. Mr. Bresky also serves as an
executive officer in similar capacities for all other Behringer Harvard entities. In 1997, Mr. Bresky joined
Harvard Property Trust, Inc., as Senior Vice President of Finance. Prior to joining Harvard Property Trust, Inc.,
Mr. Bresky was an accounting professional in the Real Estate Group at Coopers & Lybrand LLP, where he
focused on finance and accounting for both public and private REITs.

M. Jason Mattox — our Senior Vice President, served as Vice President of Harvard Property Trust, Inc. from
1997 until 2002, and from 1998 until 2002, he served as a member of its Investment Committee. Mr. Mattox
also serves as an executive officer in similar capacities for all other Behringer Harvard entities. From 1999 until
2001, Mr. Mattox served as Vice President of Sun Resorts International, Inc., a recreational property investment
company affiliated with Harvard Property Trust, Inc., coordinating marina acquisitions throughout the southern
United States and the U.S. Virgin Islands. From 1999 until 2001, in addition to providing services related to
investing, acquisition, disposition and operational activities, Mr. Mattox served as an asset manager with
responsibility for over one million square feet of Harvard Property Trust’s commercial office assets, overseeing
property performance, management offices, personnel and outsourcing relationships.

Jon L. Dooley — Senior Vice President — Asset Acquisition and Management of Behringer Advisors, joined
Behringer Advisors as an officer in 2004 and has over 25 years of commercial real estate experience. From June
2002 until May 2003, he served as one of our independent directors. In 2002, he served as a Senior Vice
President with Trammell Crow Company, a New York Stock Exchange listed diversified commercial real estate
company. For the 13 years prior to joining Trammell Crow Company, Mr. Dooley held various senior
management positions with Lend Lease Real Estate Investments, Inc. (Lend Lease), a leading real estate pension
manager and advisor in the United States and Equitable Real Estate Investment Management, Inc. (acquired by
Lend Lease). In 1997, Mr. Dooley became a principal with Lend Lease.

Terry Kennon — Vice President — Portfolio Management of Behringer Advisors holds the same title with other
Behringer Harvard companies. Mr. Kennon joined Behringer Advisors in February 2004 and has over 30 years
of commercial real estate experience. From September 2002 until February 2004, he was Senior Vice President
— Asset Management with KBS Realty Advisors, a pension fund advisor, where he was responsible for 2.5
million square feet of office space in the Central and Northeastern U.S. From July 2001 until August 2002, Mr.
Kennon served as Regional Vice President — Property Management for PM Realty Group, a national property
management and leasing company. From August 2000 until July 2001, he served as Senior Vice President —
Marketing for Safeco Title Company, a regional title company, and from June 1997 until August 2000, he was
Managing Director of Landauer Associates, a national real estate counselor and a subsidiary of Aegon Insurance
Company. Prior to his service with Aegon, Mr. Kennon held the position of Vice President of The Prudential
Real Estate Group which included both the general account and pension advisory divisions.
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Charles G. Dannis — an independent director, has served as a member of our board of directors since January
2003. Mr. Dannis has been a commercial real estate appraiser and consultant since 1972. Mr. Dannis
co-founded the firm Crosson Dannis, Inc., a real estate appraisal and consulting firm, in 1977 and has been
employed by such firm since that time. He is past Treasurer and Member of the Board of the National Council
of Real Estate Investment Fiduciaries and past Chairman of it’sValuation Committee. Mr. Dannis holds a
Bachelor of Business Administration degree from Southern Methodist University. Since 1988, he has been an
adjunct professor/lecturer in Real Estate and Urban Land Economics at the Cox School of Business at Southern
Methodist University in both the undergraduate and graduate schools. Mr. Dannis is also an award-winning
teacher for the Mortgage Bankers Association of America School of Mortgage Banking. He holds the MAI
designation from the Appraisal Institute.

Steven W. Partridge — an independent director, has served as a member of our board of directors since October
2003. Mr. Partridge has over 20 years of commercial real estate and related accounting experience. Since
October 1997, Mr. Partridge has served as Chief Financial Officer and Senior Vice President of Coyote
Management, LP, a real estate limited partnership that owns, manages, and leases regional shopping malls.
From December 1983 to September 1997, Mr. Partridge served as a Director of Accounting and Finance, Asset
Manager, and then Vice President of Asset Management with Lend Lease Real Estate Investments, Inc., a
commercial real estate investment company, and its predecessor, Equitable Real Estate Investment Management,
Inc. Mr. Partridge has been licensed as a certified public accountant for over 20 years and during that time has
been a member of American Institute of CPAs, Texas Society of CPAs, International Council of Shopping
Centers, and the CCIM Institute with a Certified Commercial Investment Member designation. Mr. Partridge
earned a Bachelor of Accountancy degree, cum laude, and a Master of Accountancy degree (graduate
fellowship) from the University of Mississippi.

G. Ronald Witten — an independent director, has served as a member of our board of directors since April 15,
2004. Since January 2001, Mr. Witten has served as President of Witten Advisors LLC, a market advisory firm
providing ongoing market advisory services to apartment developers, investors and lenders nationwide to
identify the location and timing of future development and acquisitions opportunities for the nation’s 40 major
apartment markets. Mr. Witten began his career at M/PF Research, Inc., a national leader in apartment market
data and market analysis, in 1973 and served as its president from 1978 to 2000. Mr. Witten has been
particularly active in the Urban Land Institute and the National Multi Housing Council, and is currently a
member of the NMHC’s Research Advisory Group. In July 2004, Mr. Witten completed his term as Chairman
of ULI’s Multi-Family Silver Council. Mr. Witten received his BBA degree in Marketing from Texas Tech
University and has completed graduate classes in statistics and economics at Southern Methodist University.

Q: In what types of real property do you invest?

A:

We generally seek to acquire institutional quality office and other commercial properties that we intend to hold
for a period of time consistent with our planned fund life. These are properties that generally have premier
business addresses in especially desirable locations in markets with limited potential for new development or
other barriers to entry. Such properties generally are of high quality construction, offer personalized tenant
amenities and attract high quality tenants. We are not limited to such investments, however. We may invest in
other commercial properties in order to reduce overall portfolio risk or enhance overall portfolio returns if our
advisor determines that it would be advantageous to do so.

Q: Do you invest in anything other than real property?

A:

We may, though we have no investment in anything other than real property to date. We anticipate there will be
opportunities to acquire some or all of the ownership interests of unaffiliated enterprises having real property
investments consistent with those we intend to acquire directly. In addition, if our advisor determines that it
would be advantageous to us, we may also provide mortgage loans to owners of these types of commercial real
properties or purchase such mortgage loans or participations in mortgage loans from other mortgage lenders;
provided that doing so does not jeopardize our status as a REIT. Such mortgage loans will be in the form of
promissory notes or other evidences of indebtedness of the borrower that are secured or collateralized by real
estate owned by the borrower. Because there are significant limitations on the amount of non-real estate assets
that we may own without losing our status as a REIT, we will be significantly limited as to ownership of non-
real estate investments. These limitations may limit our ability to maximize profits.
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Q: What real estate investments do you currently own?

A:  Asof January 6, 2005, we had acquired and owned interests in the following eight real estate properties:

Property Name Major Tenants Building Type Square Feet Location
Enclave on the Lake  SBM — IMODCO, Inc. 6-story office building 171,090 sq. ft.  Houston, Texas
Atlantic Offshore Limited
Minnesota Center Computer Associates 14-story office building 276,425 sq. ft.  Bloomington,
International, Inc. Minnesota

CB Richard Ellis, Inc.
Sun Microsystems, Inc.

St. Louis Place Fleishman-Hillard, Inc., 20-story office building 337,088 sq. ft. ~ St. Louis,
Trizec Properties, Inc. Missouri
Moser & Marsalek, P.C.
Peckham Guyton Albers &
Viets, Inc.

U.S. General Services
Administration (Dept. of SSA)

Colorado Building Bowne of New York City, Inc. 11-story office building 121,701 sq. ft.  Washington, D.C.
InfoTech Strategies, Inc.
Community Transportation
Association of America
U.S. General Services
Administration (EPA)
Wilson, Elser, Moskowitz,
Edelman & Dicker, LLP

Travis Tower CenterPoint Energy, Inc. 21-story office building 507,470 sq. ft. Houston, Texas
Linebarger Goggan Blair Pena &
Sampson LLP
Edge Petroleum Corporation
Samson Lone Star LP

Cyprus Building Phelps Dodge Corporation 4-story office building 153,048 sq. ft.  Englewood,
Colorado

250 West Pratt Vertis, Inc. 24-story office building 368,194 sq. ft.  Baltimore,

Street Property Semmes Bowen & Semmes Maryland

U.S. General Services
Administration
Ashford Perimeter Verizon Wireless, Inc. 6-story office building 288,175 sq. ft.  Atlanta, Georgia
Building Noble Systems Corporation

XO Georgia, Inc.
Coalition America, Inc.

If you would like more information about each of these properties, see the “Description of Real Estate
Investments” section of this prospectus. We have not yet identified specific investments that we will acquire with the
proceeds from this offering.
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Q: How are you different from your competitors who offer unlisted finite-life public REIT or real estate limited
partnership units?

A.

Our management believes that we benefit from our focus on investing in institutional quality properties using
institutional investment strategies. We have designed our holding period for these properties with a view to
capitalize on their potential for increased current income and capital appreciation. Also, it is our management’s
belief that targeting this type of property for investment enhances our ability to enter into joint ventures with
other institutional real property investors (such as pension funds, public REITs and other large institutional real
estate investors). This can allow greater diversity of our investment portfolio by increasing the number of
properties in which we may invest. In addition to our focus on current income and capital appreciation, we have
defined exit strategies and invest in properties in accordance with those strategies. Our management believes
that a portfolio consisting of a preponderance of institutional quality properties enhances our liquidity
opportunities for investors by making the sale of individual properties, multiple properties or our investment
portfolio as a whole attractive to institutional investors and by making a possible listing of our shares attractive
to the public investment community.

Q: Who will choose the investments you make?

A:

Behringer Advisors is our advisor and makes recommendations on all investments to our board of directors.
Behringer Advisors is controlled indirectly by Robert Behringer, our President, Chief Executive Officer, Chief
Investment Officer and Chairman of the Board. As of December 31, 2004, Mr. Behringer had sponsored private
and public real estate programs that have raised approximately $405 million from approximately 8,000 investors
and which owned and operated a total of 50 commercial real estate properties. Robert Aisner, together with Jon
L. Dooley, our Senior Vice President — Asset Acquisition and Management and Terry Kennon, our Vice
President — Portfolio Management, assist Mr. Behringer in making property acquisition recommendations on
behalf of Behringer Advisors to our board of directors. Our board of directors, including a majority of our
independent directors, must approve all of our investments.

Q: Does Behringer Advisors use any specific criteria when selecting potential investments for us?

A:

Yes. Behringer Advisors primarily seeks to acquire for us ownership of institutional quality office and other
commercial properties in highly desirable locations in markets with identified barriers to entry. We also may
make or acquire participations in mortgage loans, secured by the types of real properties that we may acquire
directly. In addition, we may attempt to invest in ownership interests of enterprises having investments
consistent with those we intend to acquire directly. All acquisitions of commercial properties will be evaluated
for the reliability and stability of, and potential to increase, their future income and capital appreciation
potential. All acquisitions of mortgages will be evaluated for the quality of current income and the potential to
increase future income and generate capital appreciation. We will consider the risk profile, credit quality and
reputation of tenants, and the impact of each particular acquisition as it relates to our portfolio as a whole.

Q: Why do you intend to acquire some of your properties in joint ventures?

A:

We intend to acquire properties in joint ventures, tenant-in-common investments or other co-ownership
arrangements when we determine it would be advantageous for us to do so, including participation in
acquisitions controlled by a third-party or when such party has special knowledge of such property, to diversify
our portfolio of properties in terms of geographic region or property type, and to enable us to make investments
sooner than would be possible otherwise, since the amount of gross proceeds raised in the early stages of this
offering may be insufficient to acquire title to all of a real property targeted for investment. The sooner we are
able to invest in properties, the greater our ability will be to pay dividends from our operating cash flow and for
capital appreciation of the investments. Additionally, the increased portfolio diversification made possible by
investors through joint ventures, tenant-in-common investments and similar arrangements will help reduce the
risk to investors as compared to a program with a smaller number of investments. Such joint ventures may be
with our affiliates or with third parties. We may also make or invest in mortgage loans secured by properties
owned by such joint ventures.

Q: What are tenant-in-common investments?

A:

Tenant-in-common investments are an acquisition of real estate owned in co-tenancy arrangements with parties
seeking to defer taxes under Section 1031 of the Internal Revenue Code. Generally, a special purpose entity (i.e.
an entity formed solely for use in the applicable transaction) and, if we purchase a tenant-in-common interest,
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us, purchase a property directly from a seller. Persons who wish to invest the proceeds from a prior sale of real
estate in another real estate investment for purposes of qualifying for like-kind exchange treatment under
Section 1031 of the Internal Revenue Code then purchase a tenant-in-common interest in the property through
an assignment of the purchase and sale agreement relating to the property.

Typically, all purchasers of tenant-in-common interests in a property, including us if we purchase a tenant-in-
common interest in such property, would execute an agreement with the other tenant-in-common owners and a
property management agreement providing for the property management and leasing of the property by HPT
Management or its subsidiary or another property management company. The tenant-in-common agreement
generally would provide that all significant decisions, such as the sale, exchange, lease or re-lease of the
property, or any loans or modifications of any loans related to the property, require unanimous approval of all
tenant-in-common owners, subject to the deemed consent for failure to respond to any request for consent prior
to the applicable deadline, and our right to purchase the interests of owners upon their failure to consent with the
majority.

Q: What steps do you take to make sure you invest in environmentally compliant property?

A:

We always obtain a Phase I environmental assessment of each property purchased and for each property secured
by a mortgage loan. In addition, in most cases we obtain a representation from the seller or borrower, as
applicable, that, to their knowledge, the property is not contaminated with hazardous materials.

Q: What are your typical lease provisions?

A:

We execute new tenant leases and existing tenant lease renewals, expansions and extensions with terms that are
dictated by the current submarket conditions and the verifiable creditworthiness of each particular tenant. In
general, we enter into standard commercial leases. These may include standard multi-tenant commercial leases,
“triple net” leases or participating leases. Under standard multi-tenant commercial leases, tenants generally
reimburse the landlord for their pro rata share of annual increases in operating expenses above the base amount
of operating expenses established in the initial year of the lease term. Under triple net leases, tenants generally
are responsible for their pro rata share of building operating expenses in full for each year of the lease term.
Under participating leases, which are common for retail properties, the landlord shares in a percentage of the
tenant’s revenue. Our standard multi-tenant and participating lease terms generally have initial terms of not less
than three years and include renewal options that are granted at the greater of market rates or the existing rental
rate at expiration. Our triple net leases generally would have initial terms of ten years or more.

Q: How will you determine whether tenants have the appropriate creditworthiness for each building lease?

A:

We use industry credit rating services to the extent available to determine the creditworthiness of potential
tenants and any personal guarantor or corporate guarantor of each potential tenant to the extent available. We
will review the reports produced by these services together with relevant financial and other data collected from
these parties before consummating a lease transaction. Such relevant data from potential tenants and guarantors
include income statements and balance sheets for current and prior periods, net worth or cash flow of guarantors
and business plans and other data we deem relevant.

Q: How will you provide for tenant improvements and other working capital needs and maintain the viability of
your assets if cash flow is decreased?

A:

During the acquisition process, we establish estimates for working capital needs throughout the life of each
acquired asset. For each property acquisition, it is anticipated that, upon the closing of the purchase of the
property, all or a portion of these amounts will be reserved from initial capital and placed in an interest-bearing
(typically money market) account as a reserve for working capital for use during the life of the asset. Additional
amounts for these purposes may be reserved or otherwise retained from the cash flow of the asset or from our
general cash flow. We establish an initial working capital reserve of at least 1% of the contract price of the
properties we acquire, which we expect will equal approximately 0.9% of the gross proceeds from this offering,
assuming no debt financing. However, the actual reserve for any property could exceed this amount. Working
capital reserves are adjusted through continual reprojection and annual budgeting processes. If depleted during
the course of the asset’s holding period, unless otherwise budgeted, the reserve requirement may be replenished
from excess cash flow to provide for the financial endurance of the asset. Working capital reserves are typically
utilized for non-operating expenses such as tenant improvements, leasing commissions, and major capital
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expenditures. In addition to any reserves we establish, a lender may require escrow of working capital reserves
in excess of our established reserves.

Q: Whatisan “UPREIT”?

A:  We generally intend to own our investments through an “UPREIT” called Behringer Harvard OP | LP or
“Behringer Harvard OP I” or subsidiaries of such partnership. UPREIT stands for Umbrella Partnership Real
Estate Investment Trust. We use this structure because a sale of property directly to the REIT is generally a
taxable transaction to the selling property owner. In an UPREIT structure, a seller of a property who desires to
defer taxable gain on the sale of his property may transfer the property to the UPREIT in exchange for limited
partnership units in the UPREIT and defer taxation of gain until the seller later exchanges his UPREIT units on
a one-for-one basis for REIT shares. If the REIT shares are publicly traded, the former property owner will
achieve liquidity for his investment. Using an UPREIT structure gives us an advantage in acquiring desired
properties from persons who may not otherwise sell their properties because of unfavorable tax results.

Q: If I buy shares, will I receive distributions and how often?

A:  We have been making and intend to continue to make distributions to our stockholders on a monthly basis. The
amount of each distribution is determined by our board of directors and typically depends on the amount of
distributable funds, current and projected cash requirements, tax considerations and other factors. However, in
order to remain qualified as a REIT, we must make distributions of at least 90% of our annual REIT taxable
income.

Q: What have your distribution payments been since you began operations on October 1, 2003?
A:  We have paid the following distributions since we began operations:

Approximate Amount Annualized Percentage Return on

Quarter (Rounded) an Investment of $10.00 per share
4™ Qtr. 2003 (partial) $0.1764376 per share 7%
1% Qtr. 2004 $0.1745198 per share 7%
2" Qtr. 2004 $0.1745198 per share 7%
3" Qtr. 2004 $0.1745198 per share 7%
4™ Qtr. 2004 $0.1745198 per share 7%

All of our distributions made through the third quarter of 2004 constituted a return of capital to our stockholders
and approximately 91% of our aggregate distributions made in 2004 constituted a return of capital.
Approximately 74% of our distributions made in the fourth quarter of 2004 constituted a return of capital.
Distributions constitute return of capital when and to the extent the amount of the distributions exceed earnings
and profits as determined on a tax basis. As we make additional acquisitions, increase our revenues and
overcome start-up and fixed costs, we expect our earnings to increase and the percentage of our distributions
that constitute a return of capital to decrease. See “Risk Factors — Risks Related to Our Business in General —
Distributions may be paid from capital, and there can be no assurance that we will be able to achieve expected
cash flows necessary to continue to pay initially established distributions or maintain distributions at any
particular level, or that distributions will increase over time.”

Q: How do you calculate the payment of distributions to stockholders?

A:  We coordinate distribution declaration dates with new investor admission dates, so your distribution benefits
will begin to accrue immediately upon becoming a stockholder.

Q: May I reinvest my distributions?

A:  Yes. You may participate in our distribution reinvestment plan by checking the appropriate box on our
subscription agreement or by filling out an enrollment form, which either we will provide to you at your request
or you can download from our web site. The purchase price for shares purchased with reinvested distributions is
currently $9.50 per share for most participants.
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Q: Will the distributions I receive be taxable as ordinary income?

A:  The tax treatment of your distributions will depend upon specific circumstances. Generally, distributions that
you receive, including distributions that are reinvested pursuant to our distribution reinvestment plan, will be
taxed as ordinary income to the extent they are from current or accumulated earnings and profits. We expect
that some portion of your distributions may not be subject to tax in the year received due to the fact that
depreciation expenses reduce taxable income but do not reduce cash available for distribution. Amounts not
subject to tax immediately will reduce the tax basis of your investment. This, in effect, defers a portion of your
tax until your investment is sold or Behringer Harvard REIT I is liquidated, at which time you will be taxed at
capital gains rates. Any distribution that we properly designate as a capital gain distribution generally will be
treated as long-term capital gain without regard to the period for which you have held your shares. However,
because each investor’s tax considerations are different, we suggest that you consult with your tax advisor. You
should also review the section of this prospectus entitled “Federal Income Tax Considerations.”

Q: How does a “best efforts” offering work?

A:  We are offering the public up to 80,000,000 shares of common stock on a “best efforts” basis. When shares are
offered to the public on a “best efforts” basis, the brokers participating in the offering are only required to use
their best efforts to sell the shares and have no firm commitment or obligation to purchase any of the shares.

Q: Have you made other offerings of your common stock?

A:  Yes. We had one prior “best efforts” public offering of 80,000,000 shares of our common stock at a purchase
price of $10.00 per share and up to 8,000,000 additional shares under our distribution reinvestment plan. These
shares were offered pursuant to our registration statement on Form S-11, which was declared effective by the
Securities and Exchange Commission on February 19, 2003. As of January 14, 2005, we had sold
approximately 14,096,847 shares of our common stock, resulting in gross offering proceeds of approximately
140,863,425. We intend to terminate our prior offering at or about the same time this offering goes effective
with the SEC.

Q: Who can buy shares?

A:  Aninvestment in our company is only suitable for persons who have adequate financial means and who will not
need immediate liquidity from their investment. Residents of most states can buy shares pursuant to this
prospectus provided that they have either (1) a net worth of at least $45,000 and an annual gross income of at
least $45,000, or (2) a net worth of at least $150,000. For this purpose, net worth does not include your home,
home furnishings and automobiles. These minimum levels may be higher in certain states, so you should
carefully read the more detailed description in the “Suitability Standards” section of this prospectus.

Q: For whom is an investment in our shares recommended?

A:  Aninvestment in our shares may be appropriate for you if you meet the suitability standards mentioned above,
seek to diversify your personal portfolio with a finite-life, real estate-based investment, and you seek to preserve
capital, seek to receive current income, wish to obtain the benefits of potential long-term capital appreciation
and are able to hold your investment for a time period consistent with our liquidity plans. On the other hand, we
caution persons who require immediate liquidity or guaranteed income, or who seek a short-term investment,
not to consider an investment in our shares as meeting those needs.

The terms of this offering, the structure of our company and our manner of operation is designed to be easily
understood by investors for whom our shares of common stock are recommended, as compared to similar real
estate investment vehicles that include complex distribution and allocation terms, multiple classes of shares and
complex investment schemes. We have also conformed our investment approach, the compensation of our
affiliates and other operational terms to those of other publicly offered Behringer Harvard programs sponsored
by our advisor and its affiliates. We believe our approach provides simplicity and consistency among Behringer
Harvard sponsored programs, so that investors who subscribe for equity interests in one Behringer Harvard
sponsored program are able to easily understand and compare the terms and results of other Behringer Harvard
sponsored programs.
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Q: Why might an investor diversify his investment portfolio by investing in commercial real estate through a non-
traded real estate investment, such as this offering?

A.

Studies of historical trends have shown that returns on investments in commercial real property generally, and
non-traded real estate investments in particular, tend to be negatively correlated to returns on other common
investments such as stocks and bonds. This means that, generally, when stock and/or bond returns are lower,
non-traded real estate investment fund returns tend to be higher and vice versa. A recent study by Prudential
Real Estate Investors showed that for the period from 1990 through 2003, returns on non-traded real estate fund
investments did not correlate to or were inversely correlated to returns on the other major asset classes
(specifically, the S&P 500, small cap growth stocks and small cap value stock indices, and seven to ten year
government and credit level bonds indices).

Q: Why might an investor invest in a non-traded REIT as opposed to an exchange traded REIT?

A.

We believe that exchange traded REITs are a fine investment that should be considered as an element of a
properly diversified investment portfolio. However, there are significant distinctions between exchange traded
REITs and non-listed REITSs such as this offering. According to a recent study by Prudential Real Estate
Investors, the most important difference between the performance characteristics of an exchange traded REIT
and a non-listed REIT is the former’s higher volatility. For example, from 1990 through 2003 annual non-
traded real estate investment returns ranged from losses of 5.6% to gains of 16.2% while exchange traded REIT
returns ranged from losses of 17.5% to gains of 37.2%. Meanwhile, ten year cumulative returns for exchange
traded REITs and non-traded real estate investments differed by less than 1%, 10.7% versus 9.9%. Thus, the
greater liquidity that investors in public REITSs receive typically comes at the cost of higher volatility.

The Prudential Real Estate Investors also found that returns from exchange traded REITSs appear to be
negatively correlated with returns from non-traded REITs. The study found that in no year from 1990 through
2003 did both exchange traded REITs and private real estate investments have negative returns. It also
suggested that non-real estate, public market factors tended to make an exchange traded REIT significantly
correlational to small cap value stocks, unlike non-traded real estate investments.

Q: May I make an investment through my IRA, SEP or other tax-deferred account?

A:

Yes. You may make an investment through your individual retirement account (IRA), a simplified employee
pension (SEP) plan or other tax-deferred account. In making these investment decisions, you should, at a
minimum, consider (1) whether the investment is in accordance with the documents and instruments governing
such IRA, plan or other account, (2) whether the investment satisfies the fiduciary requirements associated with
such IRA, plan or other account, (3) whether the investment will generate unrelated business taxable income
(UBT]I) to such IRA, plan or other account, (4) whether there is sufficient liquidity for such investment under
such IRA, plan or other account, (5) the need to value the assets of such IRA, plan or other account annually or
more frequently, and (6) whether such investment would constitute a prohibited transaction under applicable
law.

Q: Have you arranged for the services of a custodian for investments made through IRA, SEP or other tax-
deferred accounts?

A:

Yes. Sterling Trust Company has agreed to serve as custodian for investments made through IRA, SEP and
certain other tax-deferred accounts. We will pay the fees related to the establishment of investor accounts with
Sterling Trust Company, and we will also pay the fees related to the maintenance of any such account for the
first year following its establishment. Thereafter, Sterling Trust Company has agreed to provide this service to
our stockholders with annual maintenance fees charged at a discounted rate. Sterling Trust Company is a
wholly owned subsidiary of Matrix Bancorp, Inc., a publicly traded financial services holding company based in
Denver, Colorado.

Q: Is there any minimum investment required?

A:

Yes. Generally, you must invest at least $2,000. Investors who already own our shares and, except in
Minnesota and Oregon, investors who are concurrently purchasing units or shares from an affiliated Behringer
Harvard public real estate program and participants in our distribution reinvestment plan can make purchases for
less than the minimum investment. These minimum investment levels may be higher in certain states, so you
should carefully read the more detailed description of the minimum investment requirements appearing in the
“Suitability Standards” section of this prospectus.
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Q: Is there a benefit to being an early investor in this offering?

A:

Yes. Our board of directors intends to authorize a special 10% stock dividend to be paid to all of our
stockholders of record on the last day of first full calendar quarter after we raise an aggregate of $50,000,000 in
this offering (excluding shares sold pursuant to our distribution reinvestment plan) or such lesser amount or such
other date as may be determined by our board of directors in its sole discretion. If you are one of the investors
who purchased our shares on or before the record date for this special 10% stock dividend (including purchasers
from our prior offering), you will receive one additional share of common stock for every ten shares of common
stock that you own on the record date. This special 10% stock dividend will, if and when declared, have the
effect of lowering your effective purchase price per share. We will notify prospective investors of the date on
which we declare this special 10% stock dividend by means of a supplement to this prospectus. Stock dividends
are generally not subject to federal income tax.

Q: How do I subscribe for shares?

A:

If you choose to purchase shares in this offering, you must complete and sign a subscription agreement, like the
one contained in this prospectus as Exhibit B, for a specific number of shares and pay for the shares at the time

you subscribe. See the sections of this prospectus captioned “Plan of Distribution — Subscription Process” and

“How to Subscribe” for a detailed discussion of how to subscribe for shares.

Q: IfI buy shares in this offering, how may I later sell them?

A:

At the time you purchase the shares, they will not be listed for trading on any national securities exchange or for
quotation on The Nasdaq Stock Market. We expect that there will not be any public market for the shares when
you purchase them, and we cannot be sure if one will ever develop. As a result, you may find it difficult to sell
your shares. If you are able to find a buyer for your shares, you may sell your shares to that buyer unless the
buyer does not satisfy the suitability standards applicable to him or her, or unless such sale would cause the
buyer to own more than 9.8% of the outstanding common stock. See the “Suitability Standards” and
“Description of Shares — Restriction on Ownership of Shares” sections of this prospectus.

In addition, after you have held your shares for at least one year, you may be able to have your shares
repurchased by us pursuant to our share redemption program. Subject to the limitations described in this
prospectus, we will also redeem shares upon the request of the estate, heir or beneficiary of a deceased
stockholder. Redemption of shares, when requested, will be made quarterly on a first-come, first-served basis
with a priority given to redemptions upon the death or disability of a stockholder and upon other circumstances.
See the “Description of Shares — Share Redemption Program” section of this prospectus.

If we have not listed the shares for trading on a national securities exchange or for quotation on The Nasdaq
Stock Market by February 20, 2017, unless a majority of our board of directors (including a majority of our
independent directors) extends such date, our charter requires us to begin selling our properties and other assets
and return the net proceeds from these sales to our stockholders through distributions.

Q: What are your exit strategies?

A:

We will seek to list our shares for trading on a national securities exchange or for quotation on The Nasdaq
Stock Market, if we do not list our shares by February 20, 2017, to make an orderly disposition of our assets and
distribute the cash to you, unless a majority of the board of directors and a majority of the independent directors
approve otherwise.

Q: Will I be notified of how my investment is doing?

A:

You will receive periodic updates on the performance of your investment with us, including:

a monthly distribution report;
three quarterly financial reports;
an annual report; and

an annual Form 1099.

Information contained in these materials and other information concerning our business and our affiliates will be
available on the web site maintained for us and our affiliates — www.bhfunds.com.
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Q: When will I receive my detailed tax information?
A:  Your Form 1099 tax information will be placed in the mail by January 31 of each year.
Q: Who is the transfer agent?
A:  Phoenix Transfer, Inc. is our transfer agent. Their telephone number is (866) 219-6355. Their address is:

Phoenix Transfer, Inc.
2401 Kerner Boulevard
San Rafael, California 94901

To ensure that any account changes are made promptly and accurately, all changes including your address,
ownership type and distribution mailing address should be directed to the transfer agent.

Q: Where do I send my subscription materials?

A:  For custodial accounts (such as are commonly used for individual retirement accounts) send the completed
subscription agreement to your custodian who will forward them as instructed below. For non-custodial
accounts, send the completed subscription agreement and check to:

If by Mail:

Behringer Harvard Investment Services
c/o: The Bank of New York
As Agent for Behringer Harvard REIT I, Inc.
P.O.Box 1148
Newark, New Jersey 07101-1148

If by Hand Delivery or Commercial Overnight:

Behringer Harvard Investment Services
c/o: The Bank of New York
As Agent for Behringer Harvard REIT 1, Inc.
101 Barclay Street, Level A
Stock Transfer Imaging Operations
New York, New York 10286
Telephone Number: (212) 815-2359

Q: Who can help answer my questions?

A: If you have more questions about the offering or if you would like additional copies of this prospectus, you
should contact your registered representative or contact:

Behringer Securities LP
15601 Dallas Parkway, Suite 600
Addison, Texas 75001
(866) 655-3700
www. behringersecurities.com
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RISK FACTORS

Your purchase of shares involves a number of risks. You should specifically consider the following before
making your investment decision.

Risks Related to an Investment in Behringer Harvard REIT I
There is no public trading market for your shares; therefore, it will be difficult for you to sell your shares.

There is no current public market for the shares. In addition, the price received for any shares sold is likely
to be less than the proportionate value of our investments. Therefore, you should purchase the shares only as a long-
term investment. Suitability standards imposed on prospective investors also apply to potential subsequent
purchasers of our shares. If you are able to find a buyer for your shares, you may not sell your shares to such buyer
unless the buyer meets the suitability standards applicable to him or her. Our charter also imposes restrictions on the
ownership of stock that will apply to potential transferees and that may inhibit your ability to sell your shares.
Moreover, our board of directors may reject any request for redemption of shares or amend, suspend or terminate
our share redemption program at any time. Therefore, it will be difficult for you to sell your shares promptly or at
all. You may not be able to sell your shares in the event of an emergency, and, if you are able to sell your shares,
you may have to sell them at a substantial discount. It also is likely that your shares would not be accepted as the
primary collateral for a loan. See “Suitability Standards,” “Description of Shares — Restriction on Ownership of
Shares” and “— Share Redemption Program” elsewhere herein for a more complete discussion on the restrictions on
your ability to transfer your shares.

We may suffer from delays in locating suitable investments, which could adversely affect the return on your
investment.

Our ability to achieve our investment objectives and to make distributions to our stockholders is dependent
upon the performance of Behringer Advisors, our advisor, in the acquisition of our investments, the selection of
tenants and the determination of any financing arrangements. Except for the investments described in this
prospectus, you will have no opportunity to evaluate the terms of transactions or other economic or financial data
concerning our investments. You must rely entirely on the management ability of Behringer Advisors and the
oversight of our board of directors. We could suffer from delays in locating suitable investments, particularly as a
result of our reliance on our advisor at times when management of our advisor is simultaneously seeking to locate
suitable investments for other Behringer Harvard sponsored programs, some of which may have investment
objectives and employ investment strategies that are substantially similar to ours. Although our sponsor generally
seeks to avoid simultaneous offerings of funds that have a substantially similar mix of fund characteristics, including
targeted investment types, investment objectives and criteria, and anticipated fund terms, there may be periods
during which one or more Behringer Harvard sponsored programs are seeking to invest in similar properties. Delays
we encounter in the selection, acquisition and development of properties could adversely affect your returns. In
addition, where we acquire properties prior to the start of construction or during the early stages of construction, it
will typically take several months to complete construction and rent available space. Therefore, you could suffer
delays in the receipt of distributions attributable to those particular properties. In addition, if we are unable to invest
our offering proceeds in income-producing real properties in a timely manner, we will hold the proceeds of this
offering in an interest-bearing account, invest the proceeds in short-term, investment-grade investments or,
ultimately, liquidate. In such an event our ability to make distributions to our stockholders would be adversely
affected.

We may have to make expedited decisions on whether to invest in certain properties, including prior to
receipt of detailed information on the property.

In the current real estate market, our advisor and board of directors may frequently be required to make
expedited decisions in order to effectively compete for the acquisition of properties and other investments.
Additionally, we may be required to make substantial non-refundable deposits prior to the completion of our
analysis and due diligence on property acquisitions and the actual time period during which we will be allowed to
conduct due diligence may be limited. In such cases, the information available to our advisor and board of directors
at the time of making any particular investment decision, including the decision to pay any non-refundable deposit
and the decision to consummate any particular acquisition, may be limited, and our advisor and board of directors
may not have access to detailed information regarding any particular investment property, such as physical
characteristics, environmental matters, zoning regulations or other local conditions affecting the investment
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property. Therefore, no assurance can be given that our advisor and board of directors will have knowledge of all
circumstances that may adversely affect an investment. In addition, our advisor and board of directors expect to rely
upon independent consultants in connection with its evaluation of proposed investment properties, and no assurance
can be given as to the accuracy or completeness of the information provided by such independent consultants.

If we lose or are unable to obtain key personnel, our ability to implement our investment strategies could be
delayed or hindered.

Our success depends to a significant degree upon the continued contributions of certain executive officers
and other key personnel, including Robert M. Behringer and Robert S. Aisner, each of whom would be difficult to
replace. We do not have employment agreements with Messrs. Behringer or Aisner, and although they each own an
equity interest in Behringer Harvard Holdings, we cannot guarantee that such persons will remain affiliated with us.
Although several of our executive officers and key employees, including Messrs. Behringer and Aisner, have
entered into employment agreements with Harvard Property Trust, LLC, these agreements are terminable at will,
and we cannot guarantee that such persons will remain affiliated with Harvard Property Trust, LLC, us or our
advisor. If any of our key personnel were to cease their affiliation with us, our operating results could suffer. Our
parent company, Behringer Harvard Holdings, has obtained key person insurance on the life of Mr. Behringer in the
amount of $8 million. We do not intend to separately maintain key person life insurance on Mr. Behringer or any
other person. We believe that our future success depends, in large part, upon our advisor’s ability to hire and retain
highly skilled managerial, operational and marketing personnel. Competition for such personnel is intense, and we
cannot assure you that our advisor will be successful in attracting and retaining such skilled personnel. Further, we
have established, and intend in the future to establish, strategic relationships with firms that have special expertise in
certain services or as to real properties both nationally and in certain geographic regions. Maintaining such
relationships will be important for us to effectively compete with our competitors for properties in such regions. We
cannot assure you that we will be successful in retaining and attracting such relationships. If we lose or are unable
to obtain the services of key personnel or do not maintain or establish appropriate strategic relationships, our ability
to implement our investment strategies could be delayed or hindered.

Our rights, and the rights of our stockholders, to recover claims against our officers, directors and our
advisor are limited.

Maryland law provides that a director has no liability in that capacity if he performs his duties in good
faith, in a manner he reasonably believes to be in our best interests and with the care that an ordinarily prudent
person in a like position would use under similar circumstances. Our charter, in the case of our directors, officers,
employees and agents, and the advisory agreement, in the case of our advisor, require us to indemnify our directors,
officers, employees and agents and our advisor and its affiliates for actions taken by them in good faith and without
negligence or misconduct. Additionally, our charter limits the liability of our directors and officers for monetary
damages to the maximum extent permitted under Maryland law. As a result, we and our stockholders may have
more limited rights against our directors, officers, employees and agents, and our advisor and its affiliates, than
might otherwise exist under common law. In addition, we may be obligated to fund the defense costs incurred by
our directors, officers, employees and agents or our advisor in some cases. See the section captioned “Management
— Limited Liability and Indemnification of Directors, Officers, Employees and Other Agents” elsewhere herein.

Your investment may be subject to additional risks if we make international investments.

We may purchase property located outside the United States and may make or purchase mortgage loans or
participations in mortgage loans secured by property located outside the United States. These investments may be
affected by factors peculiar to the laws of the jurisdiction in which the property is located. These laws may expose
us to risks that are different from and in addition to those commonly found in the United States. Foreign
investments could be subject to the following risks:

e changing governmental rules and policies;

e cnactment of laws relating to the foreign ownership of real property or mortgages and laws relating to
the ability of foreign persons or corporations to remove profits earned from activities within the
country to the person’s or corporation’s country of origin;

e variations in the currency exchange rates;
e adverse market conditions caused by changes in national or local economic conditions;

e changes in relative interest rates;
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e changes in the availability, cost and terms of mortgage funds resulting from varying national economic
policies;

e changes in real estate and other tax rates and other operating expenses in particular countries;
e changes in land use and zoning laws; and

e more stringent environmental laws or changes in such laws.

Any of these risks could have an adverse effect on our business, results of operations and ability to make
distributions to our stockholders.

Risks Related to Conflicts of Interest

We will be subject to conflicts of interest arising out of our relationships with our advisor and its affiliates,
including the material conflicts discussed below. The “Conflicts of Interest” section of this prospectus provides a
more detailed discussion of the conflicts of interest between us and our advisor and its affiliates, and our policies to
reduce or eliminate certain potential conflicts.

Behringer Advisors will face conflicts of interest relating to the purchase and leasing of properties, and such
conflicts may not be resolved in our favor.

Although our sponsor generally seeks to avoid simultaneous offerings of funds that have a substantially
similar mix of fund characteristics, including targeted investment types, investment objectives and criteria, and
anticipated fund terms, there may be periods during which one or more Behringer Harvard sponsored programs are
seeking to invest in similar properties. As a result, we may be buying properties at the same time as one or more of
the other Behringer Harvard sponsored programs managed by officers and employees of our advisor and/or its
affiliates are buying properties, and these other Behringer Harvard sponsored programs may use investment
strategies that are substantially similar to ours. Our affiliate, Behringer Advisors I, is the advisor to another
Behringer Harvard sponsored real estate program. Our executive officers and the executive officers of our advisor
also are the executive officers of Behringer Advisors I and other REIT advisors, the general partners of limited
partnerships and/or the advisors or fiduciaries of other Behringer Harvard sponsored programs, and these entities are
and will be under common ownership. There is a risk that our advisor will choose a property that provides lower
returns to us than a property purchased by another Behringer Harvard sponsored program. In the event these
conflicts arise, we cannot assure you that our best interests will be met when officers and employees acting on
behalf of our advisor and on behalf of managers of other Behringer Harvard sponsored programs decide whether to
allocate any particular property to us or to another Behringer Harvard sponsored program or affiliate, which may
have an investment strategy that is substantially similar to ours. In addition, we may acquire properties in
geographic areas where other Behringer Harvard sponsored programs own properties. If one of the other Behringer
Harvard sponsored programs attracts a tenant that we are competing for, we could suffer a loss of revenue due to
delays in locating another suitable tenant. You will not have the opportunity to evaluate the manner in which these
conflicts of interest are resolved before or after making your investment. Similar conflicts of interest may apply if
our advisors determine to make or purchase mortgage loans or participations in mortgage loans on our behalf, since
other Behringer Harvard sponsored programs may be competing with us for such investments.

Behringer Advisors will face conflicts of interest relating to joint ventures, tenant-in-common investments or
other co-ownership arrangements that could result in a disproportionate benefit to another Behringer
Harvard sponsored program or a third-party.

We are likely to enter into joint ventures, tenant-in-common investments or other co-ownership
arrangements with third parties as well as other Behringer Harvard programs having similar investment objectives
and utilizing leverage, for the acquisition, development or improvement of properties. We may also purchase and
develop properties in joint ventures or in partnerships, co-tenancies or other co-ownership arrangements with the
sellers of the properties, affiliates of the sellers, developers or other persons. Such investments may involve risks
not otherwise present with other methods of investment in real estate, including, for example:

o the possibility that our co-venturer, co-tenant or partner in an investment might become bankrupt;

e that such co-venturer, co-tenant or partner may at any time have economic or business interests or
goals that are or that become inconsistent with our business interests or goals;

27



e the possibility that we may incur liabilities as the result of the action taken by our partner or co-
investor; or

e that such co-venturer, co-tenant or partner may be in a position to take action contrary to our
instructions or requests or contrary to our policies or objectives, including our policy with respect to
qualifying and maintaining our qualification as a REIT.

Actions by such a co-venturer, co-tenant or partner might have the result of subjecting the property to
liabilities in excess of those contemplated and may have the effect of reducing your returns.

Affiliates of Behringer Advisors are currently sponsoring registered public offerings on behalf of Behringer
Harvard Short-Term Fund I and Behringer Harvard Mid-Term Fund I, which offerings are expected to terminate on
or about February 19, 2005, and are sponsoring a proposed registered public offering on behalf of Behringer
Harvard Opportunity REIT I, all of which are unspecified property real estate programs (“blind pool” funds).
Robert M. Behringer and affiliates of Behringer Advisors, which are managed by substantially the same personnel
as Behringer Advisors, serve as general partners to these other Behringer Harvard programs. Because Behringer
Advisors or its affiliates have advisory and management arrangements with other Behringer Harvard programs, it is
likely that they will encounter opportunities to acquire or sell properties to the benefit of one of the Behringer
Harvard programs, but not others. Behringer Advisors or its affiliates may make decisions to buy or sell certain
properties, which decisions might disproportionately benefit a Behringer Harvard program other than us. In such
event, our results of operations and ability to make distributions to our stockholders could be adversely affected.

In the event that we enter into a joint venture, tenant-in-common investment or other co-ownership
arrangement with another Behringer Harvard program, Behringer Advisors may have a conflict of interest when
determining when and whether to buy or sell a particular real estate property, and you may face certain additional
risks. For example, Behringer Harvard Short-Term Fund I will never have an active trading market. Therefore, if
we become listed on a national securities exchange, we may develop more divergent goals and objectives from such
joint venturer with respect to the resale of properties in the future. In addition, in the event we joint venture with a
Behringer Harvard program that has a term shorter than ours, including Behringer Harvard Opportunity REIT I, the
joint venture may be required to sell its properties at the time of the other Behringer Harvard program’s liquidation.
We may not desire to sell the properties at such time. Although the terms of any joint venture agreement between us
and another Behringer Harvard program would grant us a right of first refusal to buy such properties, we may not
have sufficient funds to exercise our right of first refusal under these circumstances.

Because Robert M. Behringer and his affiliates control us as well as the other Behringer Harvard real estate
funds, agreements and transactions among the parties with respect to any joint venture, tenant-in-common
investment or other co-ownership arrangement between or among such parties will not have the benefit of arm’s-
length negotiation of the type normally conducted between unrelated co-venturers. Under these joint ventures,
neither co-venturer may have the power to control the venture, and under certain circumstances, an impasse could be
reached regarding matters pertaining to the co-ownership arrangement, which might have a negative influence on
the joint venture and decrease potential returns to you. In the event that a co-venturer has a right of first refusal to
buy out the other co-venturer, it may be unable to finance such buy-out at that time. If our interest is subject to a
buy/sell right, we may not have sufficient cash, available borrowing capacity or other capital resources to allow us to
elect to purchase an interest of a co-venturer subject to the buy/sell right, in which case we may be forced to sell our
interest as the result of the exercise of such right when we would otherwise prefer to keep our interest. Furthermore,
we may not be able to sell our interest in a joint venture if we desire to exit the venture for any reason or if our
interest is likewise subject to a right of first refusal of our co-venturer or partner, our ability to sell such interest may
be adversely impacted by such right. In addition, to the extent that our co-venturer, partner or co-tenant is an
affiliate of Behringer Advisors, certain conflicts of interest will exist. For a more detailed discussion, see “Conflicts
of Interest — Joint Ventures with Affiliates of Behringer Advisors.”

Behringer Advisors and its officers and employees and certain of our key personnel will face competing
demands relating to their time, and this may cause our investment returns to suffer.

Behringer Advisors and its officers and employees and certain of our key personnel and their respective
affiliates are general partners and sponsors of other real estate programs having investment objectives and legal and
financial obligations similar to ours and may have other business interests as well. Because these persons have
competing interests on their time and resources, they may have conflicts of interest in allocating their time between
our business and these other activities. During times of intense activity in other programs and ventures, they may
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devote less time and resources to our business than is necessary or appropriate. If this occurs, the returns on our
investments may suffer.

Our officers face conflicts of interest related to the positions they hold with affiliated entities, which could
diminish the value of the services they provide to us.

Each of our executive officers, including Robert M. Behringer, who also serves as the chairman of our
board of directors, also are officers of our advisor, our property manager, our dealer manager and other affiliated
entities. As a result, these individuals owe fiduciary duties to these other entities, which may conflict with the
fiduciary duties that they owe to us and our stockholders. Conflicts with our business and interests are most likely to
arise from involvement in activities related to (i) allocation of new investments and management time and services
between us and the other entities, (ii) the timing and terms of the investment in or sale of an asset, (iii) development
of our properties by affiliates, (iv) investments with affiliates of our advisor, (v) compensation to our advisor, and
(vi) our relationship with our dealer manager and property manager.

Behringer Advisors will face conflicts of interest relating to the incentive fee structure under our advisory
agreement, which could result in actions that are not necessarily in the long-term best interests of our
stockholders.

Under our advisory agreement, Behringer Advisors is entitled to fees that are structured in a manner
intended to provide incentives to our advisor to perform in our best interests and in the best interests of our
stockholders. However, because our advisor does not maintain a significant equity interest in us and is entitled to
receive substantial minimum compensation regardless of performance, our advisor’s interests are not wholly aligned
with those of our stockholders. In that regard, our advisor could be motivated to recommend riskier or more
speculative investments in order for us to generate the specified levels of performance or sales proceeds that would
entitle our advisor to fees. In addition, our advisor’s entitlement to fees upon the sale of our assets and to participate
in sale proceeds could result in our advisor recommending sales of our investments at the earliest possible time at
which sales of investments would produce the level of return that would entitle the advisor to compensation relating
to such sales, even if continued ownership of those investments might be in our best long-term interest. Our
advisory agreement requires us to pay a performance-based termination fee to our advisor in the event that we
terminate the advisor prior to the listing of our shares for trading on an exchange or quotation on The Nasdaq Stock
Market, absent such listing, in respect of its participation in net sales proceeds. To avoid paying this fee, our
independent directors may decide against terminating the advisory agreement prior to our listing of our shares or
disposition of our investments even if, but for the termination fee, termination of the advisory agreement would be
in our best interest. In addition, the requirement to pay a fee to our advisor at termination could cause us to make
different investment or disposition decisions than we would otherwise make, in order to satisfy our obligation to pay
the fee to the terminated advisor. Moreover, our advisor has the right to terminate the advisory agreement upon a
change of control of our company and thereby trigger the payment of the performance fee, which could have the
effect of delaying, deferring or preventing the change of control.

There is no separate counsel for us and our affiliates, which could result in conflicts of interest.

Morris, Manning & Martin, LLP acts as legal counsel to us and is also expected to represent our advisor
and some of its affiliates from time to time, including other Behringer Harvard sponsored programs. There is a
possibility in the future that the interests of the various parties may become adverse and, under the Code of
Professional Responsibility of the legal profession, Morris, Manning & Martin, LLP may be precluded from
representing any one or all of such parties. If any situation arises in which our interests appear to be in conflict with
those of our advisor or its affiliates, additional counsel may be retained by one or more of the parties to assure that
their interests are adequately protected. Moreover, should such a conflict not be readily apparent, Morris, Manning
& Martin, LLP may inadvertently act in derogation of the interest of the parties, which could affect us and,
therefore, our stockholders’ ability to meet our investment objectives.

Because we rely on affiliates of Behringer Harvard Holdings for the provision of advisory, property
management and dealer manager services, if Behringer Harvard Holdings is unable to meet its obligations
we may be required to find alternative providers of these services which could result in a disruption of our
business.

Behringer Harvard Holdings, through one or more of its subsidiaries, owns and controls our advisor, HPT
Management, our management company, and Behringer Securities, the dealer manager of this offering. The
operations of our advisor, HPT Management and Behringer Securities represent a substantial majority of the
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business of Behringer Harvard Holdings. In light of the common ownership of these entities and their importance to
Behringer Harvard Holdings, we consider the financial condition of Behringer Harvard Holdings when assessing the
financial condition of our advisor, HPT Management and Behringer Securities. In the past in connection with the
start-up of its business, Behringer Harvard Holdings experienced significant losses and negative owners’ equity.
Although recent results caused Behringer Harvard Holdings to have positive retained earnings and positive owners’
equity as of the end of 2004, the dollar amounts of such positive results were not significant. While we believe that
Behringer Harvard Holdings currently has adequate cash availability from both funds on hand and borrowing
capacity through its existing credit facilities in order to meet its obligations, its continued viability may be affected
by its ability to continue to successfully sponsor and operate real estate programs. In the event that Behringer
Harvard Holdings would be unable to meet its obligations as they become due, we might be required to find
alternative service providers which could result in disruption of our business.

Risks Related to Our Business in General
A limit on the number of shares a person may own may discourage a takeover.

Our charter, with certain exceptions, authorizes our directors to take such actions as are necessary and
desirable to preserve our qualification as a REIT. Unless exempted by our board of directors, no person may own
more than 9.8% of our outstanding common stock. This restriction may have the effect of delaying, deferring or
preventing a change in control of us, including an extraordinary transaction (such as a merger, tender offer or sale of
all or substantially all of our assets) that might provide a premium price for our stockholders. See “Description of
Shares — Restriction on Ownership of Shares.”

Our charter permits our board of directors to issue stock with terms that may subordinate the rights of the
holders of our current common stock or discourage a third- party from acquiring us.

Our charter permits our board of directors to issue up to 400,000,000 shares of capital stock. Our board of
directors, without any action by our stockholders, may (i) increase or decrease the aggregate number of shares,
(ii) increase or decrease the number of shares of any class or series we have authority to issue or (iii) classify or
reclassify any unissued common stock or preferred stock and establish the preferences, conversion or other rights,
voting powers, restrictions, limitations as to distributions, qualifications, or terms or conditions of redemption of any
such stock. Thus, our board of directors could authorize the issuance of such stock with terms and conditions that
could subordinate the rights of the holders of our current common stock or have the effect of delaying, deferring or
preventing a change in control of us, including an extraordinary transaction (such as a merger, tender offer or sale of
all or substantially all of our assets) that might provide a premium price for our stockholders. See “Description of
Shares — Preferred Stock.”

Maryland law prohibits certain business combinations, which may make it more difficult for us to be
acquired.

Under Maryland law, “business combinations” between a Maryland corporation and an interested
stockholder or an affiliate of an interested stockholder are prohibited for five years after the most recent date on
which the interested stockholder becomes an interested stockholder. These business combinations include a merger,
consolidation, share exchange or, in circumstances specified in the statute, an asset transfer or issuance or
reclassification of equity securities. An interested stockholder is defined as:

e any person who beneficially owns 10% or more of the voting power of the corporation’s shares; or

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

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

After the five-year prohibition, any business combination between the Maryland corporation and an
interested stockholder generally must be recommended by the board of directors of the corporation and approved by
the affirmative vote of at least:
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e 80% of the votes entitled to be cast by holders of outstanding shares of voting stock of the corporation;
and

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

These super-majority vote requirements do not apply if the corporation’s common stockholders receive a
minimum price, as defined under Maryland law, for their shares in the form of cash or other consideration in the
same form as previously paid by the interested stockholder for its shares. The business combination statute may
discourage others from trying to acquire control of us and increase the difficulty of consummating any offer. For a
more detailed discussion of the Maryland laws governing us and the ownership of our shares of common stock, see
the section of this prospectus captioned “Description of Shares.”

Maryland law also limits the ability of a third-party to buy a large stake in us and exercise voting power in
electing directors.

Maryland law provides a second anti-takeover statute, its Control Share Acquisition Act, which provides
that “control shares” of a Maryland corporation acquired in a “control share acquisition” have no voting rights
except to the extent approved by the corporation’s disinterested stockholders by a vote of two-thirds of the votes
entitled to be cast on the matter. Shares of stock owned by interested stockholders, that is, by the acquirer, by
officers or by directors who are employees of the corporation, are excluded from shares entitled to vote on the
matter. “Control shares” are voting shares of stock that would entitle the acquirer to exercise voting power in
electing directors within specified ranges of voting power. Control shares do not include shares the acquiring person
is then entitled to vote as a result of having previously obtained stockholder approval. A “control share acquisition”
means the acquisition of control shares. The control share acquisition statute does not apply (a) to shares acquired in
a merger, consolidation or share exchange if the corporation is a party to the transaction or (b) to acquisitions
approved or exempted by the articles of incorporation or bylaws of the corporation. Our bylaws contain a provision
exempting from the Control Share Acquisition Act any and all acquisitions by any person of shares of our stock.

We can offer no assurance that this provision will not be amended or eliminated at any time in the future. This
statute could have the effect of discouraging offers from third parties to acquire us and increasing the difficulty of
successfully completing this type of offer by anyone other than our affiliates or any of their affiliates. For a more
detailed discussion of the Maryland laws governing control share acquisitions, see the section of this prospectus
captioned “Description of Shares — Provisions of Maryland Law and of Our Charter and Bylaws — Control Share
Acquisitions.”

Your investment return may be reduced if we are required to register as an investment company under the
Investment Company Act.

We are not registered as an investment company under the Investment Company Act of 1940, as amended
(Investment Company Act). If we were obligated to register as an investment company, we would have to comply
with a variety of substantive requirements under the Investment Company Act imposing, among other things:

e limitations on capital structure;
e  restrictions on specified investments;
e prohibitions on transactions with affiliates; and

e compliance with reporting, record keeping, voting, proxy disclosure and other rules and regulations
that would significantly change our operations.

In order to maintain our exemption from regulation under the Investment Company Act, we must engage
primarily in the business of buying real estate, and these investments must be made within a year after the offering
ends. If we are unable to invest a significant portion of the proceeds of this offering in properties within one year of
the termination of the offering, we may avoid being required to register as an investment company by temporarily
investing any unused proceeds in government securities with low returns. This would reduce the cash available for
distribution to investors and possibly lower your returns.

To maintain compliance with the Investment Company Act exemption, we may be unable to sell assets we
would otherwise want to sell and may need to sell assets we would otherwise wish to retain. In addition, we may
have to acquire additional income or loss generating assets that we might not otherwise have acquired or may have
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to forgo opportunities to acquire interests in companies that we would otherwise want to acquire and would be
important to our investment strategy. If we were required to register as an investment company but failed to do so,
we would be prohibited from engaging in our business, and criminal and civil actions could be brought against us.
In addition, our contracts would be unenforceable unless a court were to require enforcement, and a court could
appoint a receiver to take control of us and liquidate our business.

You are bound by the majority vote on matters on which you are entitled to vote.

You may vote on certain matters at any annual or special meeting of stockholders, including the election of
directors. However, you will be bound by the majority vote on matters requiring approval of a majority of the
stockholders even if you do not vote with the majority on any such matter.

Stockholders have limited control over changes in our policies and operations.

Our board of directors determines our major policies, including our policies regarding financing, growth,
debt capitalization, REIT qualification and distributions. Our board of directors may amend or revise these and
other policies without a vote of the stockholders. Under the Maryland General Corporation Law and our charter, our
stockholders have a right to vote only on the following:

e the election or removal of directors;

e any amendment of our charter (including a change in our investment objectives), except that our board
of directors may amend our charter without stockholder approval to increase or decrease the aggregate
number of our shares, to increase or decrease the number of our shares of any class or series that we
have the authority to issue, or to classify or reclassify any unissued shares by setting or changing the
preferences, conversion or other rights, restrictions, limitations as to distributions, qualifications or
terms and conditions of redemption of such shares, and to effect certain amendments permitted under
Maryland law;

e  our liquidation or dissolution;
e areorganization as provided in our charter; and

e any merger, consolidation or sale or other disposition of substantially all of our assets.
All other matters are subject to the discretion of our board of directors.

Our board of directors may change our investment policies without stockholder approval, which could alter
the nature of your investment.

Our charter requires that our independent directors review our investment policies at least annually to
determine that the policies we are following are in the best interest of the stockholders. These policies may change
over time. The methods of implementing our investment policies may also vary, as new investment techniques are
developed. Our investment policies, the methods for their implementation, and our other objectives, policies and
procedures may be altered by our board of directors without the approval of our stockholders. As a result, the nature
of your investment could change without your consent.

You are limited in your ability to sell your shares pursuant to the share redemption program.

Any stockholder requesting repurchase of their shares pursuant to our share redemption program will be
required to certify to us that such stockholder acquired the shares by either (i) a purchase directly from us or (ii) a
transfer from the original subscriber by way of a bona fide gift not for value to, or for the benefit of, a member of the
subscriber’s immediate or extended family or through a transfer to a custodian, trustee or other fiduciary for the
account of the subscriber or his/her immediate or extended family in connection with an estate planning transaction,
including by bequest or inheritance upon death or by operation of law. You should be fully aware that our share
redemption program contains certain restrictions and limitations. Shares will be redeemed on a quarterly basis, pro
rata among all stockholders requesting redemption in such quarter, with a priority given to redemptions upon the
death or disability of a stockholder, next to stockholders who demonstrate, in the discretion of our board of directors,
another involuntary exigent circumstance, such as bankruptcy, next to stockholders subject to a mandatory
distribution requirement under such stockholder’s IRA and, finally, to other redemption requests. We will not
redeem in excess of 5% of the weighted average number of shares outstanding during the twelve-month period
immediately prior to the date of redemption. In addition, the cash available for redemption generally will be limited

32



to any proceeds from our distribution reinvestment plan plus such other operating funds as our board of directors, in
its sole discretion, may reserve for repurchases. Initially, the board of directors has adopted a policy to reserve 1%
of operating cash flow from the previous four quarters for use in connection with redemptions. Further, our board of
directors reserves the right to reject any request for redemption or to terminate, suspend, or amend the share
redemption program at any time. Therefore, in making a decision to purchase shares of our common stock, you
should not assume that you will be able to sell any of your shares back to us pursuant to our share redemption
program. For a more detailed description of the share redemption program, see “Description of Shares — Share
Redemption Program.”

If you are able to resell your shares to us pursuant to our redemption program, you will likely receive
substantially less than the fair market value for your shares.

Other than redemptions following the death or disability of a stockholder, the purchase price for shares we
repurchase under our redemption program will equal the lesser of (1) either (i) for shares held on the record date of
the 10% special stock dividend and the shares issued pursuant to such dividend, the average price you paid for all
such shares (treating the shares issued pursuant to the 10% special stock dividend as having a purchase price of
$0.00), or (ii) for all other shares, the price you actually paid for such shares or (2) either (i) prior to the time we
begin having appraisals performed by an independent third-party, $9.00 per share, or (ii) after we begin obtaining
such appraisals, 90% of the estimated value per share, as determined by the appraisals. Accordingly, you would
likely receive less by selling your shares back to us than you would receive if our investments were sold for their
estimated values and such proceeds were distributed in our liquidation, and even if you have your shares purchased
by a subsequent third-party purchaser, you will likely receive substantially less than the fair market value of your
shares.

We established the offering price on an arbitrary basis; as a result, your subscription price for shares is not
related to any independent valuation.

Our board of directors has arbitrarily determined the selling price of the shares, which is the same offering
price as in our initial public offering and such price bears no relationship to our book or asset values, or to any other
established criteria for valuing issued or outstanding shares.

Because the dealer manager is one of our affiliates, investors will not have the benefit of an independent
review of us or the prospectus, which are customarily performed in underwritten offerings.

The dealer manager, Behringer Securities, is one of our affiliates and will not make an independent review
of us or the offering. Accordingly, you do not have the benefit of an independent review of the terms of this
offering. Further, the due diligence investigation of us by the dealer manager cannot be considered to be an
independent review and, therefore, may not be as meaningful as a review conducted by an unaffiliated broker-dealer
or investment banker.

If you purchase our stock following payment of the special 10% stock dividend, your interest in us will be
diluted.

Our board of directors intends to authorize a special 10% stock dividend to be paid to all of our
stockholders of record on the last day of first full calendar quarter after we raise an aggregate of $50,000,000 in this
offering (excluding shares sold pursuant to our distribution reinvestment plan) or such lesser amount or such other
date as may be determined by our board of directors in its sole discretion. Investors who purchased our stock on or
before the record date for this special 10% stock dividend (including investors in our prior public offering) will
receive one additional share of stock for every ten shares of stock they own as of the record date. If we were to pay
this special 10% stock dividend, assuming we had 15,000,000 shares of stock outstanding from our prior offering,
we would issue 2,500,000 shares of common stock for which we would receive no consideration. In the event we
sell all of the shares we are offering in our primary offering, and assuming we sell no shares pursuant to our
distribution reinvestment plan and that we had previously sold 15,000,000 shares of stock at $10.00 per share in our
prior offering, investors who do not receive the special 10% stock dividend would experience dilution of
approximately $0.26 per share as compared to investors purchasing before the record date of the special 10% stock
dividend. In the event we sell only half of the shares we are offering in our primary offering, and assuming we sell
no shares pursuant to our distribution reinvestment plan and that we had previously sold 15,000,000 shares of stock
at $10.00 per share in our prior offering, investors who do not receive the special 10% stock dividend would
experience dilution of approximately $0.43 per share as compared to investors purchasing before the record date of
the special 10% stock dividend.
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Your interest in Behringer Harvard REIT I will be diluted if we issue additional shares.

Existing stockholders and potential investors in this offering do not have preemptive rights to any shares
issued by us in the future. Our charter currently has authorized 400,000,000 shares of capital stock, of which
350,000,000 shares are designated as common stock and 50,000,000 are designated as preferred stock. Subject to
any limitations set forth under Maryland law, our board of directors may increase the number of authorized shares of
capital stock, increase or decrease the number of shares of any class or series of stock designated, or reclassify any
unissued shares without the necessity of obtaining stockholder approval. All of such shares may be issued in the
discretion of our board of directors. Existing stockholders and investors purchasing shares in this offering will
likely experience dilution of their equity investment in us in the event that we (1) sell shares in this offering or sell
additional shares in the future, including those issued pursuant to the distribution reinvestment plan, (2) sell
securities that are convertible into shares of our common stock, (3) issue shares of our common stock in a private
offering of securities to institutional investors, (4) issue shares of our common stock upon the exercise of the options
granted to our independent directors or employees of Behringer Advisors and HPT Management LP (HPT
Management), our affiliated management company, or their affiliates, or the warrants issued in our prior offering to
participating broker-dealers or our independent directors, (5) issue shares to our advisor, its successors or assigns, in
payment of an outstanding fee obligation as set forth under our advisory agreement, or (6) issue shares of our
common stock to sellers of properties acquired by us in connection with an exchange of limited partnership interests
of Behringer Harvard OP 1. In addition, the partnership agreement for Behringer Harvard OP I contains provisions
that would allow, under certain circumstances, other entities, including other Behringer Harvard sponsored
programs, to merge into or cause the exchange or conversion of their interest for interests of Behringer Harvard
OP 1. Because the limited partnership interests of Behringer Harvard OP I may be exchanged for shares of our
common stock, any merger, exchange or conversion between Behringer Harvard OP I and another entity ultimately
could result in the issuance of a substantial number of shares of our common stock, thereby diluting the percentage
ownership interest of other stockholders. Because of these and other reasons described in this “Risk Factors”
section, you should not expect to be able to own a significant percentage of our shares.

Payment of fees to Behringer Advisors and its affiliates will reduce cash available for investment and
payment of distributions.

Behringer Advisors and its affiliates will perform services for us in connection with the offer and sale of
our shares, the selection and acquisition of our investments, and the management and leasing of our properties, the
servicing of our mortgage loans and the administration of our other investments. They will be paid substantial fees
for these services, which will reduce the amount of cash available for investment in properties or distributions to
stockholders. For a more detailed discussion of these fees, see “Management — Management Compensation.”

We may be restricted in our ability to replace our property manager under certain circumstances.

Under the terms of our property management agreement, we may terminate the agreement upon 30 days’
notice in the event of (and only in the event of) a showing of willful misconduct, gross negligence, or deliberate
malfeasance by the property manager in the performance of the property manager’s duties. Our board of directors
may find the performance of our property manager to be unsatisfactory. However, such performance by the
property manager may not reach the level of “willful misconduct, gross negligence, or deliberate malfeasance.” As
a result, we may be unable to terminate the property management agreement at the desired time, which may have an
adverse effect on the management and profitability of our properties.

Distributions may be paid from capital, and there can be no assurance that we will be able to achieve
expected cash flows necessary to continue to pay initially established distributions or maintain distributions
at any particular level, or that distributions will increase over time.

There are many factors that can affect the availability and timing of cash distributions to stockholders.
Distributions generally will be based upon such factors as the amount of cash available or anticipated to be
available, real estate securities, mortgage loans and other investments, current and projected cash requirements and
tax considerations. Because we may receive income from interest or rents at various times during our fiscal year,
distributions paid may not reflect our income earned in that particular distribution period. The amount of cash
available for distributions will be affected by many factors, such as our ability to buy properties as offering proceeds
become available, income from those properties and mortgages, yields on securities of other real estate programs
that we invest in, and our operating expense levels, as well as many other variables. Actual cash available for
distributions may vary substantially from estimates. We currently make distributions to our stockholders at an
annualized rate of 7% based upon our anticipated future cash flow performance of our portfolio investments, with all
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or some of such distributions paid from available capital resulting in a return of capital to our investors. We can
give no assurance that we will be able to achieve such anticipated cash flow or that we will be able to maintain
distributions at the current rate or that distributions will increase over time. Nor can we give any assurance that
rents from the properties will increase, that the securities we buy will increase in value or provide constant or
increased distributions over time, that loans we make will be repaid or paid on-time, or that future acquisitions of
real properties, mortgage loans or our investments in securities will increase our cash available for distributions to
stockholders. Our actual results may differ significantly from the assumptions used by our board of directors in
establishing the distribution rates to stockholders. Many of the factors that can affect the availability and timing of
cash distributions to stockholders are beyond our control, and a change in any one factor could adversely affect our
ability to pay future distributions. For instance:

e If one or more tenants defaults or terminates its lease, there could be a decrease or cessation of rental
payments, which would mean less cash available for distributions.

e Any failure by a borrower under our mortgage loans to repay the loans or interest on the loans will
reduce our income and distributions to stockholders.

e (Cash available for distributions may be reduced if we are required to spend money to correct defects or
to make improvements to properties.

e (Cash available to make distributions may decrease if the assets we acquire have lower yields than
expected.

e There may be a delay between the sale of the common stock and our purchase of real properties.
During that time, we may invest in lower yielding short-term instruments, which could result in a
lower yield on your investment.

e Ifwe lend money to others, such funds may not be repaid in accordance with the loan terms or at all,
which could reduce cash available for distributions.

e Federal income tax laws require REITS to distribute at least 90% of their taxable income to
stockholders. This limits the earnings that we may retain for corporate growth, such as property
acquisition, development or expansion and makes us more dependent upon additional debt or equity
financing than corporations that are not REITs. If we borrow more funds in the future, more of our
operating cash will be needed to make debt payments and cash available for distributions may
therefore decrease.

e In connection with future property acquisitions, we may issue additional shares of common stock,
operating partnership units or interests in other entities that own our properties. We cannot predict the
number of shares of common stock, units or interests which we may issue, or the effect that these
additional shares might have on cash available for distributions to you. If we issue additional shares,
they could reduce the cash available for distributions to you.

e  We make distributions to our stockholders to comply with the distribution requirements of the Internal
Revenue Code and to eliminate, or at least minimize, exposure to federal income taxes and the
nondeductible REIT excise tax. Differences in timing between the receipt of income and the payment
of expenses, and the effect of required debt payments, could require us to borrow funds on a short-term
basis to meet the distribution requirements that are necessary to achieve the tax benefits associated
with qualifying as a REIT.

In addition, our board of directors, in its discretion, may retain any portion of our cash on hand for working
capital. We cannot assure you that sufficient cash will be available to make distributions to you.

Until proceeds from this offering are invested and generating operating cash flow sufficient to make
distributions to our stockholders, we intend to make distributions from available capital in anticipation of
Sfuture cash flow, which may reduce the amount of capital we ultimately invest and may negatively impact the
value of your investment.

We expect that cash distributions to our stockholders generally will be based principally on cash available
from the operations of our properties, real estate securities, mortgage loans and other investments. However, until
proceeds from this offering are invested and generating operating cash flow sufficient to make distributions to our
stockholders, some or all of our distributions will be paid from available capital in anticipation of future cash flow.
Accordingly, the amount of distributions paid at any time may not reflect current cash flow from our investments.
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To the extent distributions are paid from capital, we will have less capital available to invest in properties, which
may negatively impact our ability to recognize capital appreciation. In such an event, the value of your investment
in us could be impaired.

Adverse economic conditions will negatively affect our returns and profitability.

Our operating results may be affected by the following market and economic challenges, which may result
from a continued or exacerbated general economic slowdown experienced by the nation as a whole or by the local
economies where our properties may be located:

e poor economic conditions may result in defaults by tenants of our properties and borrowers under our
mortgage loans;

e job transfers and layoffs may cause vacancies to increase;
e increasing concessions or reduced rental rates may be required to maintain occupancy levels; and

e increased insurance premiums may reduce funds available for distribution or, to the extent such
increases are passed through to tenants, may lead to tenant defaults. Also, increased insurance
premiums may make it difficult to increase rents to tenants on turnover, which may adversely affect
our ability to increase our returns.

The length and severity of any economic downturn cannot be predicted. Our operations could be
negatively affected to the extent that an economic downturn is prolonged or becomes more severe.

We and the other public programs sponsored by our affiliates have experienced losses in the past, and we
may experience similar losses in the future.

Historically, each of the public programs sponsored by our affiliates has experienced losses during the first
several quarters of its operation. Many of these losses can be attributed to initial start-up costs and operating costs
incurred prior to purchasing properties or making other investments that generate revenue. We face similar
circumstances and thus have experience similar losses and we may continue to do so or do so in the future. Asa
result, we cannot assure you that we will be profitable or that we will realize growth in the value of our investments.

We are uncertain of our sources for funding of future capital needs, which could adversely affect the value
of our investments.

Substantially all of the gross proceeds of this offering will be used to buy real estate, make or invest in
mortgage loans or other investments, to pay various fees and expenses and to establish an initial working capital
reserve of at least 1% of the contract price of the properties we acquire, which we expect will equal approximately
0.9% of the gross proceeds from this offering, assuming no debt financing. In addition to any reserves we establish,
a lender may require escrow of working capital reserves in excess of our established reserves. If these reserves are
insufficient to meet our cash needs, we may have to obtain financing from either affiliated or unaffiliated sources to
fund our cash requirements. Accordingly, in the event that we develop a need for additional capital in the future for
the improvement of our properties or for any other reason, we have not identified any sources for such funding, and
we cannot assure you that such sources of funding will be available to us for potential capital needs in the future.

General Risks Related to Investments in Real Estate

Our operating results will be affected by economic and regulatory changes that have an adverse impact on
the real estate market in general, and we cannot assure you that we will be profitable or that we will realize
growth in the value of our real estate properties.

Our operating results will be subject to risks generally incident to the ownership of real estate, including:
e changes in general economic or local conditions;
e changes in supply of or demand for similar or competing properties in an area;

e changes in interest rates and availability of permanent mortgage funds which may render the sale of a
property difficult or unattractive;

e changes in tax, real estate, environmental and zoning laws; and
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e periods of high interest rates and tight money supply.

For these and other reasons, we cannot assure you that we will be profitable or that we will realize growth
in the value of our investments.

Properties that have significant vacancies could be difficult to sell, which could diminish the return on your
real estate properties.

A property may incur vacancies either by the continued default of tenants under their leases or the
expiration of tenant leases. If vacancies continue for a long period of time, we may suffer reduced revenues
resulting in decreased distributions to our stockholders. In addition, the resale value of the property could be
diminished because the market value of a particular property will depend principally upon the value of the leases of
such property.

We are dependent on tenants for our revenue, and lease terminations could reduce our distributions to our
stockholders.

The success of our real property investments will be materially dependent on the financial stability of our
tenants. Lease payment defaults by tenants could cause us to reduce the amount of distributions to stockholders. A
default by a significant tenant on its lease payments to us would cause us to lose the revenue associated with such
lease and cause us to have to find an alternative source of revenue to meet mortgage payments and prevent a
foreclosure if the property is subject to a mortgage. In the event of a tenant default, we may experience delays in
enforcing our rights as landlord and may incur substantial costs in protecting our investment and re-letting our
property. If significant leases are terminated, we cannot assure you that we will be able to lease the property for the
rent previously received or sell the property without incurring a loss.

We may be unable to secure funds for future tenant improvements, which could adversely impact our ability
to pay cash distributions to our stockholders.

When tenants do not renew their leases or otherwise vacate their space, it is usual that, in order to attract
replacement tenants, we will be required to expend substantial funds for tenant improvements and tenant
refurbishments to the vacated space. If we have insufficient working capital reserves, we will have to obtain
financing from other sources. We establish initial working capital reserves of at least 1% of the contract price of the
properties we acquire. In addition to any reserves we establish, a lender may require escrow of working capital
reserves in excess of our established reserves. If these reserves or any reserves otherwise established are designated
for other uses or insufficient to meet our cash needs, we may have to obtain financing from either affiliated or
unaffiliated sources to fund our cash requirements. We cannot assure you that sufficient financing will be available
or, if available, will be available on economically feasible terms or on terms acceptable to us. Moreover, certain
reserves required by lenders may be designated for specific uses and may not be available for working capital
purposes such as future tenant improvements. Additional borrowing for working capital purposes will increase our
interest expense, and therefore our financial condition and our ability to pay cash distributions to our stockholders
may be adversely affected.

We may be unable to sell a property if or when we decide to do so, which could adversely impact our ability to
pay cash distributions to our stockholders.

We intend to hold the various real properties in which we invest until such time as Behringer Advisors
determines that a sale or other disposition appears to be advantageous to achieve our investment objectives or until it
appears that such objectives will not be met. Otherwise, Behringer Advisors, subject to approval of our board of
directors, may exercise its discretion as to whether and when to sell a property, and we will have no obligation to
sell properties at any particular time, except upon our liquidation if we do not cause the shares to be listed for
trading on a national securities exchange or for quotation on The Nasdaq Stock Market by February 20, 2017, unless
a majority of the board of directors and a majority of the independent directors approve otherwise. The real estate
market is affected, as discussed above, by many factors, such as general economic conditions, availability of
financing, interest rates and other factors, including supply and demand, that are beyond our control. We cannot
predict whether we will be able to sell any property for the price or on the terms set by us, or whether any price or
other terms offered by a prospective purchaser would be acceptable to us. We cannot predict the length of time
needed to find a willing purchaser and to close the sale of a property. If we are unable to sell a property when we
determine to do so, it could have a significant adverse effect on our cash flow and results of operations.
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Uninsured losses relating to real property or excessively expensive premiums for insurance coverage may
adversely affect your returns.

Behringer Advisors attempts to ensure that all of our properties are adequately insured to cover casualty
losses. However, there are types of losses, generally catastrophic in nature, such as losses due to wars, acts of
terrorism, earthquakes, floods, hurricanes, pollution or environmental matters, which are uninsurable or not
economically insurable, or may be insured subject to limitations, such as large deductibles or co-payments.
Insurance risks associated with potential terrorism acts could sharply increase the premiums we pay for coverage
against property and casualty claims. Mortgage lenders generally insist that specific coverage against terrorism be
purchased by commercial property owners as a condition for providing mortgage loans. It is uncertain whether such
insurance policies will continue to be available, or available at reasonable cost, which could inhibit our ability to
finance or refinance our properties. In such instances, we may be required to provide other financial support, either
through financial assurances or self-insurance, to cover potential losses. We cannot assure you that we will have
adequate coverage for such losses. In the event that any of our properties incurs a casualty loss that is not fully
covered by insurance, the value of our assets will be reduced by any such uninsured loss. In addition, other than our
working capital reserve or other reserves we may establish, we have no source of funding to repair or reconstruct
any uninsured damaged property, and we cannot assure you that any such sources of funding will be available to us
for such purposes in the future. Also, to the extent we must pay unexpectedly large amounts for insurance, we could
suffer reduced earnings that would result in decreased distributions to stockholders.

Our operating results may be negatively affected by potential development and construction delays and
resultant increased costs and risks.

We may invest some or all of the proceeds available for investment in the acquisition and development of
properties upon which we will develop and construct improvements. We will be subject to risks relating to
uncertainties associated with re-zoning for development and environmental concerns of governmental entities and/or
community groups and our builder’s ability to control construction costs or to build in conformity with plans,
specifications and timetables. The builder’s failure to perform may necessitate legal action by us to rescind the
purchase or the construction contract or to compel performance. Performance also may be affected or delayed by
conditions beyond the builder’s control. Delays in completion of construction also could give tenants the right to
terminate preconstruction leases for space at a newly developed project. We may incur additional risks when we
make periodic progress payments or other advances to such builders prior to completion of construction. These and
other such factors can result in increased costs of a project or loss of our investment. In addition, we will be subject
to normal lease-up risks relating to newly constructed projects. Furthermore, we must rely upon projections of
rental income and expenses and estimates of the fair market value of property upon completion of construction when
agreeing upon a price to be paid for the property at the time of acquisition of the property. If our projections are
inaccurate, we may pay too much for a property, and our return on our investment could suffer.

In addition, we may invest in unimproved real property. Returns from development of unimproved
properties also are subject to risks and uncertainties associated with re-zoning the land for development and
environmental concerns of governmental entities and/or community groups. Although our intention is to limit any
investment in unimproved property to property we intend to develop, your investment nevertheless is subject to the
risks associated with investments in unimproved real property.

If we contract with Behringer Development Company LP or its affiliates for newly developed property, we
cannot guarantee that our earnest money deposit made to Behringer Development Company LP will be fully
refunded.

We may enter into one or more contracts, either directly or indirectly through joint ventures, tenant-in-
common investments or other co-ownership arrangements with affiliates or others, to acquire real property from
Behringer Development Company LP (Behringer Development), an affiliate of Behringer Advisors. Properties
acquired from Behringer Development or its affiliates may be either existing income-producing properties,
properties to be developed or properties under development. We anticipate that we will be obligated to pay a
substantial earnest money deposit at the time of contracting to acquire such properties. In the case of properties to
be developed by Behringer Development or its affiliates, we anticipate that we will be required to close the purchase
of the property upon completion of the development of the property by Behringer Development or its affiliates. At
the time of contracting and the payment of the earnest money deposit by us, Behringer Development or its affiliates
typically will not have acquired title to any real property. Typically, Behringer Development or its affiliates will
only have a contract to acquire land, a development agreement to develop a building on the land and an agreement
with one or more tenants to lease all or part of the property upon its completion. We may enter into such a contract
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with Behringer Development or its affiliates even if at the time of contracting we have not yet raised sufficient
proceeds in our offering to enable us to close the purchase of such property. However, we will not be required to
close a purchase from Behringer Development or its affiliates, and will be entitled to a refund of our earnest money,
in the following circumstances:

e Behringer Development or its affiliates fails to develop the property;

e all or a specified portion of the pre-leased tenants fail to take possession under their leases for any
reason; or

e we are unable to raise sufficient proceeds from our offering to pay the purchase price at closing.

The obligation of Behringer Development or its affiliates to refund our earnest money will be unsecured,
and no assurance can be made that we would be able to obtain a refund of such earnest money deposit from it under
these circumstances since Behringer Development is an entity without substantial assets or operations. However,
Behringer Development or its affiliates’ obligation to refund our earnest money deposit will be guaranteed by HPT
Management, our property manager, which provides property management and leasing services to various Behringer
Harvard sponsored programs, including us, for substantial monthly fees. As of the time HPT Management may be
required to perform under any guaranty, we cannot assure that HPT Management will have sufficient assets to
refund all of our earnest money deposit in a lump sum payment. If we were forced to collect our earnest money
deposit by enforcing the guaranty of HPT Management, we will likely be required to accept installment payments
over time payable out of the revenues of HPT Management’s operations. We cannot assure you that we would be
able to collect the entire amount of our earnest money deposit under such circumstances. See “Investment
Objectives and Criteria — Acquisition of Properties from Behringer Development.”

Competition with third parties in acquiring properties and other investments may reduce our profitability and
the return on your investment.

We compete with many other entities engaged in real estate investment activities, including individuals,
corporations, bank and insurance company investment accounts, other REITs, real estate limited partnerships and
other entities engaged in real estate investment activities, many of which have greater resources than we do. Larger
REITs may enjoy significant competitive advantages that result from, among other things, a lower cost of capital
and enhanced operating efficiencies. In addition, the number of entities and the amount of funds competing for
suitable investments may increase. Any such increase would result in increased demand for these assets and
therefore increased prices paid for them. If we pay higher prices for properties and other investments, our
profitability will be reduced and you may experience a lower return on your investment.

A concentration of our investments in any one property class may leave our profitability vulnerable to a
downturn in such sector.

At any one time, a significant portion of our investments could be in one property class. As a result, we
will be subject to risks inherent in investments in a single type of property. If our investments are substantially in
one property class, then the potential effects on our revenues, and as a result, on cash available for distribution to our
stockholders, resulting from a downturn in the businesses conducted in those types of properties could be more
pronounced than if we had more fully diversified our investments.

If we set aside insufficient working capital reserves, we may be required to defer necessary property
improvements.

If we do not estimate enough reserves for working capital to supply needed funds for capital improvements
throughout the life of the investment in a property and there is insufficient cash available from our operations, we
may be required to defer necessary improvements to the property that may cause the property to suffer from a
greater risk of obsolescence or a decline in value, or a greater risk of decreased cash flow as a result of fewer
potential tenants being attracted to the property. If this happens, we may not be able to maintain projected rental
rates for effected properties, and our results of operations may be negatively impacted.

The costs of compliance with environmental laws and other governmental laws and regulations may
adversely affect our income and the cash available for any distributions.

All real property and the operations conducted on real property are subject to federal, state and local laws
and regulations relating to environmental protection and human health and safety. These laws and regulations
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generally govern wastewater discharges, air emissions, the operation and removal of underground and above-ground
storage tanks, the use, storage, treatment, transportation and disposal of solid and hazardous materials, and the
remediation of contamination associated with disposals. Some of these laws and regulations may impose joint and
several liability on tenants, owners or operators for the costs of investigation or remediation of contaminated
properties, regardless of fault or the legality of the original disposal. In addition, the presence of these substances, or
the failure to properly remediate these substances, may adversely affect our ability to sell or rent such property or to
use the property as collateral for future borrowing.

Some of these laws and regulations have been amended so as to require compliance with new or more
stringent standards as of future dates. Compliance with new or more stringent laws or regulations or stricter
interpretation of existing laws may require material expenditures by us. We cannot assure you that future laws,
ordinances or regulations will not impose any material environmental liability, or that the current environmental
condition of our properties will not be affected by the operations of the tenants, by the existing condition of the land,
by operations in the vicinity of the properties, such as the presence of underground storage tanks, or by the activities
of unrelated third parties. In addition, there are various local, state and federal fire, health, life-safety and similar
regulations that we may be required to comply with, and that may subject us to liability in the form of fines or
damages for noncompliance.

Discovery of previously undetected environmentally hazardous conditions may adversely affect our operating
results.

Under various federal, state and local environmental laws, ordinances and regulations, a current or previous
owner or operator of real property may be liable for the cost of removal or remediation of hazardous or toxic
substances on, under or in such property. The costs of removal or remediation could be substantial. Such laws often
impose liability whether or not the owner or operator knew of, or was responsible for, the presence of such
hazardous or toxic substances. Environmental laws also may impose restrictions on the manner in which property
may be used or businesses may be operated, and these restrictions may require substantial expenditures.
Environmental laws provide for sanctions in the event of noncompliance and may be enforced by governmental
agencies or, in certain circumstances, by private parties. Certain environmental laws and common law principles
could be used to impose liability for release of and exposure to hazardous substances, including asbestos-containing
materials into the air, and third parties may seek recovery from owners or operators of real properties for personal
injury or property damage associated with exposure to released hazardous substances. The cost of defending against
claims of liability, of compliance with environmental regulatory requirements, of remediating any contaminated
property, or of paying personal injury claims could materially adversely affect our business, assets or results of
operations and, consequently, amounts available for distribution to you.

Our costs associated with complying with the Americans with Disabilities Act may affect cash available for
distributions.

Our properties are generally expected to be subject to the Americans with Disabilities Act of 1990
(Disabilities Act). Under the Disabilities Act, all places of public accommodation are required to comply with
federal requirements related to access and use by disabled persons. The Disabilities Act has separate compliance
requirements for “public accommodations” and “commercial facilities” that generally require that buildings and
services be made accessible and available to people with disabilities. The Disabilities Act’s requirements could
require removal of access barriers and could result in the imposition of injunctive relief, monetary penalties or, in
some cases, an award of damages. We will attempt to acquire properties that comply with the Disabilities Act or
place the burden on the seller or other third-party, such as a tenant, to ensure compliance with the Disabilities Act.
However, we cannot assure you that we will be able to acquire properties or allocate responsibilities in this manner.
If we cannot, our funds used for Disabilities Act compliance may affect cash available for distributions and the
amount of distributions to you, if any.

If we sell properties by providing financing to purchasers, we will bear the risk of default by the purchaser.

If we decide to sell any of our properties, we intend to use our reasonable best efforts to sell them for cash.
However, in some instances we may sell our properties by providing financing to purchasers. When we provide
financing to purchasers, we will bear the risk of default by the purchaser and will be subject to remedies provided by
law, which could negatively impact our distributions to stockholders. There are no limitations or restrictions on our
ability to take purchase money obligations. We may, therefore, take a purchase money obligation secured by a
mortgage as part payment for the purchase price. The terms of payment to us generally will be affected by custom
in the area where the property being sold is located and the then-prevailing economic conditions. If we receive
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promissory notes or other property in lieu of cash from property sales, the distribution of the proceeds of sales to our
stockholders, or their reinvestment in other assets, will be delayed until the promissory notes or other property are
actually paid, sold, refinanced or otherwise disposed of. In some cases, we may receive initial down payments in
cash and other property in the year of sale in an amount less than the selling price and subsequent payments will be
spread over a number of years. If any purchaser defaults under a financing arrangement with us, it could negatively
impact our ability to make distributions to our stockholders.

Risks Associated with Debt Financing
We will incur mortgage indebtedness and other borrowings, which will increase our business risks.

When it is determined to be in our best interests, we acquire real properties by using either existing
financing or borrowing new funds. In addition, we may incur or increase our mortgage debt by obtaining loans
secured by some or all of our real properties to obtain funds to acquire additional real properties or for payment of
distributions to stockholders. We also may borrow funds if necessary to satisfy the requirement that we distribute to
stockholders at least 90% of our annual REIT taxable income, or otherwise as is necessary or advisable to assure
that we maintain our qualification as a REIT for federal income tax purposes.

There is no limitation on the amount we may invest in any single improved property or other asset or on the
amount we can borrow for the purchase of any individual property or other investment. Under our charter, the
maximum amount of our indebtedness shall not exceed 300% of our net assets as of the date of any borrowing. We
may incur indebtedness in excess of the limit if the excess is approved by a majority of our independent directors.

We expect to borrow up to 55% of the aggregate value of our assets if interest rates and loan terms are
favorable. Our board of directors has adopted a policy that we will generally limit our aggregate borrowings to
approximately 55% of the aggregate value of our assets as of the date of any borrowing, unless substantial
justification exists that borrowing a greater amount is in our best interests. Our policy limitation does not apply to
individual properties and only will apply once we have invested most of our capital. As a result, it can be expected
that, with respect to the acquisition of one or more of our properties, we may incur indebtedness of more than 55%
of the asset value of the property acquired, and that our debt levels likely will be higher until we have invested most
of our capital.

We do not incur mortgage debt on a particular real property unless we believe the property’s projected cash
flow is sufficient to service the mortgage debt. However, if there is a shortfall in cash flow, then the amount
available for distributions to stockholders may be affected. In addition, incurring mortgage debt increases the risk of
loss since defaults on indebtedness secured by a property may result in foreclosure actions initiated by lenders and
our loss of the property securing the loan that is in default. For tax purposes, a foreclosure of any of our properties
would be treated as a sale of the property for a purchase price equal to the outstanding balance of the debt secured
by the mortgage. If the outstanding balance of the debt secured by the mortgage exceeds our tax basis in the
property, we would recognize taxable income on foreclosure, but would not receive any cash proceeds. We may
give full or partial guarantees to lenders of mortgage debt to the entities that own our properties. When we give a
guaranty on behalf of an entity that owns one of our properties, we will be responsible to the lender for satisfaction
of the debt if it is not paid by such entity. If any mortgages contain cross-collateralization or cross-default
provisions, there is a risk that more than one real property may be affected by a default. If any of our properties are
foreclosed upon due to a default, our ability to make distributions to our stockholders will be adversely affected.

If mortgage debt is unavailable at reasonable rates, we may not be able to finance the properties, which could
reduce the number of properties we can acquire and the amount of cash distributions we can make.

When we place mortgage debt on properties, we run the risk of being unable to refinance the properties
when the loans come due, or of being unable to refinance on favorable terms. If interest rates are higher when the
properties are refinanced, we may not be able to finance the properties and our income could be reduced. If this
occurs, it would reduce cash available for distribution to our stockholders, and it may prevent us from raising capital
by issuing more stock or prevent us from borrowing more money.

Lenders may require us to enter into restrictive covenants relating to our operations, which could limit our
ability to make distributions to our stockholders.

In connection with obtaining financing, a lender could impose restrictions on us that affect our ability to
incur additional debt and our distribution and operating policies. We entered into loan agreements in connection
with our acquisitions of tenant-in-common interests in Minnesota Center in October 2003, Enclave on the Lake in
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April 2004, St. Louis Place in June 2004, Colorado Building in August 2004, Travis Tower in October 2004 and 250
West Pratt in December 2004. In general, all of these loan agreements restrict our ability to encumber or otherwise
transfer our interest in the respective property without the prior consent of the lender. Loan documents we enter into
may contain other customary negative covenants that may limit our ability to further mortgage the property,
discontinue insurance coverage, replace Behringer Advisors as our advisor or impose other limitations. Any such
restriction or limitation may have an adverse effect on our operations.

Increases in interest rates could increase the amount of our debt payments and adversely affect our ability to
make distributions to our stockholders.

We expect that in the future we may incur indebtedness that bears interest at a variable rate. Accordingly,
increases in interest rates would increase our interest costs, which could have a material adverse effect on our
operating cash flow and our ability to make distributions to you. In addition, if rising interest rates cause us to need
additional capital to repay indebtedness in accordance with its terms or otherwise, we would be required to liquidate
one or more of our investments in properties at times which may not permit realization of the maximum return on
such investments.

If we enter into financing arrangements involving balloon payment obligations, it may adversely affect our
ability to make distributions.

Some of our financing arrangements may require us to make a lump-sum or “balloon” payment at maturity.
The loan agreements that we entered into in connection with our acquisitions of tenant-in-common interests in
Minnesota Center in October 2003, Enclave on the Lake in April 2004, St. Louis Place in June 2004, Colorado
Building in August 2004, Travis Tower in October 2004 and 250 West Pratt in December 2004 all require us to
repay the entire principal balance of the loan on a maturity date that is seven to ten years after the date of the
respective agreement. Our ability to make a balloon payment at maturity is uncertain and may depend upon our
ability to obtain additional financing or our ability to sell the property. At the time the balloon payment is due, we
may or may not be able to refinance the balloon payment on terms as favorable as the original loan or sell the
property at a price sufficient to make the balloon payment. The effect of a refinancing or sale could affect the rate of
return to stockholders and the projected time of disposition of our assets. In addition, payments of principal and
interest made to service our debts may leave us with insufficient cash to pay the distributions that we are required to
pay to maintain our qualification as a REIT. Any of these results would have a significant, negative impact on your
investment.

We have broad authority to incur debt, and high debt levels could hinder our ability to make distributions
and could decrease the value of your investment.

Our board of directors has adopted a policy that, once we are fully invested, we will generally limit our
aggregate borrowings to approximately 55% of the aggregate value of our assets, but we may exceed this limit under
some circumstances. Such debt may be at a level that is higher than other real estate investment trusts with similar
investment objectives and/or criteria. High debt levels would cause us to incur higher interest charges, would result
in higher debt service payments, and could be accompanied by restrictive covenants. These factors could limit the
amount of cash we have available to distribute and could result in a decline in the value of your investment.

Risks Associated with Mortgage Lending

We do not have substantial experience investing in mortgage loans, which could adversely affect our return
on mortgage investments.

Neither our advisor nor any of our affiliates has any substantial experience investing in mortgage loans.
Although we currently do not expect to make significant investments in mortgage loans, we may make such
investments to the extent our advisor determines that it is advantageous to us due to the state of the real estate
market or in order to diversify our investment portfolio. If we decide to make mortgage loans or acquire them, we
may not have the expertise necessary to maximize the return on our investment.

Our mortgage loans may be impacted by unfavorable real estate market conditions, which could decrease the
value of our mortgage investments.

If we make or invest in mortgage loans, we will be at risk of defaults on those mortgage loans caused by
many conditions beyond our control, including local and other economic conditions affecting real estate values and
interest rate levels. We do not know whether the values of the property securing the mortgage loans will remain at
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the levels existing on the dates of origination of the mortgage loans. If the values of the underlying properties drop,
our risk will increase and the values of our interests may decrease.

Our mortgage loans will be subject to interest rate fluctuations, which could reduce our returns as compared
to market interest rates.

If we invest in fixed-rate, long-term mortgage loans and interest rates rise, the mortgage loans could yield a
return lower than then-current market rates. If interest rates decrease, we will be adversely affected to the extent that
mortgage loans are prepaid, because we may not be able to make new loans at the previously higher interest rate.

Delays in liquidating defaulted mortgage loans could reduce our investment returns.

If there are defaults under our mortgage loans, we may not be able to repossess and sell quickly any
properties serving such loans. The resulting time delay could reduce the value of our investment in the defaulted
mortgage loans. An action to foreclose on a property securing a mortgage loan is regulated by state statutes and
rules and is subject to many of the delays and expenses of other lawsuits if the defendant raises defenses or
counterclaims. In the event of default by a mortgagor, these restrictions, among other things, may impede our
ability to foreclose on or sell the mortgaged property or to obtain proceeds sufficient to repay all amounts due to us
on the mortgage loan.

Returns on our mortgage loans may be limited by regulations.

The mortgage loans in which we invest or that we may make, may be subject to regulation by federal, state
and local authorities and subject to various laws and judicial and administrative decisions. We may determine not to
make mortgage loans in any jurisdiction in which we believe we have not complied in all material respects with
applicable requirements. If we decide not to make mortgage loans in several jurisdictions, it could reduce the
amount of income we would otherwise receive.

Foreclosures create additional ownership risks that could adversely impact our returns on mortgage
investments.

If we acquire property by foreclosure following defaults under our mortgage loans, we will have the
economic and liability risks as the owner. See “— General Risks Related to Investments in Real Estate” above.

The liquidation of our assets may be delayed, which could delay distributions to our stockholders.

If our advisor determines that it is in our best interest to make or invest in mortgage loans, any intended
liquidation of us may be delayed beyond the time of the sale of all of our properties until all mortgage loans expire
or are sold, because we may enter into mortgage loans with terms that expire after the date we intend to have sold all
of our properties.

Risks Associated with Section 1031 Tenant-in-Common Transactions

We may have increased exposure to liabilities from litigation as a result of our participation by us in
Section 1031 Tenant-in-Common Transactions.

Many of our acquisitions of tenant-in-common interests were structured to qualify for like-kind exchange
treatment under Section 1031 of the Internal Revenue Code and we, through our affiliates, intend to continue to
enter into Section 1031 tenant-in-common transactions (Section 1031 TIC Transactions) in the future. Section 1031
TIC Transactions are structured as the acquisition of real estate owned in co-tenancy arrangements with parties
seeking to defer taxes under Section 1031 of the Internal Revenue Code (1031 Participants), including single
member limited liability companies or similar entities (Behringer Harvard Exchange Entities). We may provide
accommodation in support of or otherwise be involved in such Section 1031 TIC Transactions. Although our
participation in Section 1031 TIC Transactions has certain benefits to our business, including enabling us to invest
capital more readily and over a more diversified portfolio and allowing us to acquire interests in properties that we
would be unable to acquire using our own capital resources, there are significant tax and securities disclosure risks
associated with the related offerings of co-tenancy interests to 1031 Participants. Changes in tax laws may result in
Section 1031 TIC Transactions no longer being available, which may adversely affect Section 1031 TIC
Transactions or cause such transactions not to achieve their intended value. In certain Section 1031 TIC
Transactions it is anticipated that we will receive fees in connection with our provision of accommodation in support
of the transaction and, as such, even though we do not sponsor these Section 1031 TIC Transactions, we may be
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named in or otherwise required to defend against any lawsuits brought by 1031 Participants because of our
affiliation with sponsors of such transactions. Furthermore, in the event that the Internal Revenue Service conducts
an audit of the purchasers of co-tenancy interests and successfully challenges the qualification of the transaction as a
like-kind exchange, purchasers of co-tenancy interests may file a lawsuit against the entity offering the co-tenancy
interests, its sponsors, and/or us. We may be involved in one or more such offerings and could therefore be named
in or otherwise required to defend against lawsuits brought by 1031 Participants. Any amounts we are required to
expend defending any such claims will reduce the amount of funds available for investment by us in properties or
other investments and may reduce the amount of funds available for distribution to our stockholders. In addition,
disclosure of any such litigation may adversely affect our ability to raise additional capital in the future through the
sale of stock. For a more detailed discussion of Section 1031 TIC Transactions, see “Investment Objectives and
Criteria — Section 1031 Tenant-in-Common Transactions.” For a more detailed discussion of the tax aspects of a
Section 1031 TIC Transaction, see “Federal Income Tax Considerations — Tax Aspects of Our Operating Partnership
— 1031 Tenant-in-Common Transactions.”

We are subject to certain risks in connection with our arrangements with Behringer Harvard Exchange
Entities.

We anticipate that, in connection with most of our property acquisitions, we currently or subsequently may
become tenant-in-common owners of properties in which Behringer Harvard Exchange Entities subsequently sell
tenant-in-common interests to 1031 Participants. At the closing of certain properties acquired by a Behringer
Harvard Exchange Entity, we may enter into a contractual arrangement with such entity providing that, (i) in the
event that the Behringer Harvard Exchange Entity is unable to sell all of the co-tenancy interests in that property to
1031 Participants, we will purchase, at the Behringer Harvard Exchange Entity’s cost, any co-tenancy interests
remaining unsold; (ii) we will guarantee certain bridge loans associated with the purchase of the property in which
tenant-in-common interests are to be sold; and/or (iii) we will provide security for the guarantee of such bridge
loans. Accordingly, in the event that a Behringer Harvard Exchange Entity is unable to sell all co-tenancy interests
in one or more of its properties, we may be required to purchase the unsold co-tenancy interests in such property or
properties. In any event, as an owner of tenant-in-common interests in properties, we will be subject to the risks that
ownership of co-tenancy interests with unrelated third parties entails. Furthermore, to the extent we guarantee
certain bridge loans associated with tenant-in-common transactions, we, as well as the co-tenants, will become liable
for the lender’s customary carve-outs under the applicable mortgage loan financing documents, including but not
limited to fraud or intentional misrepresentation by a co-tenant or a guarantor of the loan, physical waste of the
property, misapplication or misappropriation of insurance proceeds, and failure to pay taxes.

A substantial portion of the properties we have acquired are in the form of tenant-in-common or other co-
tenancy arrangements and we expect to enter into more such arrangements in the future. Therefore, we are
subject to risks associated with co-tenancy arrangements that otherwise may not be present in non-co-
tenancy real estate investments.

We may enter in tenant-in-common or other co-tenancy arrangements with respect to a substantial portion
of the properties we acquire. Whether acquired as a planned co-tenancy or as the result of an accommodation or
other arrangement disclosed above, ownership of co-tenancy interests involves risks generally not otherwise present
with an investment in real estate such as the following:

e the risk that a co-tenant may at any time have economic or business interests or goals that are or that
become inconsistent with our business interests or goals;

o the risk that a co-tenant may be in a position to take action contrary to our instructions or requests or
contrary to our policies or objectives;

e the possibility that an individual co-tenant might become insolvent or bankrupt, or otherwise default
under the applicable mortgage loan financing documents, which may constitute an event of default
under all of the applicable mortgage loan financing documents or allow the bankruptcy court to reject
the tenants-in-common agreement or management agreement entered into by the co-tenants owning
interests in the property;

o the possibility that a co-tenant might not have adequate liquid assets to make cash advances that may
be required in order to fund operations, maintenance and other expenses related to the property, which
could result in the loss of a current or prospective tenants and may otherwise adversely affect the
operation and maintenance of the property, and could cause a default under the mortgage loan
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financing documents applicable to the property and may result in late charges, penalties and interest,
and may lead to the exercise of foreclosure and other remedies by the lender;

o the risk that a co-tenant could breach agreements related to the property, which may cause a default
under, or result in personal liability for, the applicable mortgage loan financing documents, violate
applicable securities law and otherwise adversely affect the property and the co-tenancy arrangement;
or

o the risk that a default by any co-tenant would constitute a default under the applicable mortgage loan
financing documents that could result in a foreclosure and the loss of all or a substantial portion of the
investment made by the co-tenants.

Actions by a co-tenant might have the result of subjecting the property to liabilities in excess of those
contemplated and may have the effect of reducing your returns.

In the event that our interests become adverse to those of the other co-tenants in a Section 1031 TIC
Transaction, in certain cases we may not have the contractual right to purchase the co-tenancy interests from the
other co-tenants. Even if we are given the opportunity to purchase such co-tenancy interests in the future, we cannot
guarantee that we will have sufficient funds available at the time to purchase such co-tenancy interests from the
1031 Participants.

In addition, we may desire to sell our co-tenancy interests in a given property at a time when the other co-
tenants in such property do not desire to sell their interests. Therefore, we may not be able to sell our interest in a
property at the time we would like to sell. Finally, it is anticipated that it will be much more difficult to find a
willing buyer for our co-tenancy interests in a property than it would be to find a buyer for a property we owned
outright.

Our participation in Section 1031 TIC Transactions may limit our ability to borrow funds in the future,
which could adversely affect the value of our investments.

Section 1031 TIC Transaction agreements we may enter into that contain obligations to acquire unsold co-
tenancy interests in properties may be viewed by institutional lenders as a contingent liability against our cash or
other assets, which may limit our ability to borrow funds in the future. Furthermore, such obligations may be
viewed by our lenders in such a manner as to limit our ability to borrow funds based on regulatory restrictions on
lenders limiting the amount of loans they can make to any one borrower.

Federal Income Tax Risks
Failure to qualify as a REIT would adversely affect our operations and our ability to make distributions.

We have not yet elected to be taxed as a REIT. As a result, for the 2003 tax year, we were taxed as a
corporation. However, we were not required to pay any income taxes, because we did not have any taxable income
for the period. We intend to make the election to be taxed as a REIT effective for our 2004 tax year. In order for us
to qualify as a REIT, we must satisfy certain requirements set forth in the Internal Revenue Code and Treasury
Regulations and various factual matters and circumstances that are not entirely within our control. We intend to
structure our activities in a manner designed to satisfy all of these requirements. However, if certain of our
operations were to be recharacterized by the Internal Revenue Service, such recharacterization could jeopardize our
ability to satisfy all of the requirements for qualification as a REIT.

The opinion of our legal counsel, Morris, Manning & Martin, LLP, regarding our ability to qualify as a
REIT does not guarantee our ability to qualify and remain a REIT. Our legal counsel has rendered its opinion that
we will qualify as a REIT, based upon our representations as to the manner in which we are and will be owned,
invest in assets and operate, among other things. Our qualification as a REIT will depend upon our ability to meet,
through investments, actual operating results, distributions and satisfaction of specific stockholder rules, the various
tests imposed by the Internal Revenue Code. Morris, Manning & Martin, LLP will not review these operating
results or compliance with the qualification standards on an ongoing basis. This means that we cannot assure you
that we will satisfy the REIT requirements in the future. Also, this opinion represents Morris, Manning & Martin,
LLP’s legal judgment based on the law in effect as of the date of this prospectus and is not binding on the Internal
Revenue Service or the courts, and could be subject to modification or withdrawal based on future legislative,
judicial or administrative changes to the federal income tax laws, any of which could be applied retroactively.
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If we fail to qualify as a REIT for any taxable year, we will be subject to federal income tax on our taxable
income at corporate rates. In addition, we would generally be disqualified from treatment as a REIT for the four
taxable years following the year of losing our REIT status. Losing our REIT status would reduce our net earnings
available for investment or distribution to stockholders because of the additional tax liability. In addition,
distributions to stockholders would no longer qualify for the distributions paid deduction, and we would no longer
be required to make distributions. If this occurs, we might be required to borrow funds or liquidate some
investments in order to pay the applicable tax.

Qualification as a REIT is subject to the satisfaction of tax requirements and various factual matters and
circumstances that are not entirely within our control. New legislation, regulations, administrative interpretations or
court decisions could change the tax laws with respect to qualification as a REIT or the federal income tax
consequences of being a REIT. Our failure to qualify as a REIT would adversely affect your return on your
investment.

Certain fees paid to us may affect our REIT status.

Income received in the nature of rental subsidies or rent guarantees, in some cases, may not qualify as
rental income and could be characterized by the Internal Revenue Service as non-qualifying income for purposes of
satisfying the “income tests” required for REIT qualification. In addition, in connection with our Section 1031 TIC
Transactions, we or one of our affiliates typically enters into a number of contractual arrangements with Behringer
Harvard Exchange Entities that guarantee or effectively guarantee the sale of the co-tenancy interests being offered
by any Behringer Harvard Exchange Entity. In consideration for entering into these agreements, we are paid fees
that could be characterized by the Internal Revenue Service as non-qualifying income. If any of our income were, in
fact, treated as non-qualifying, and if the aggregate of such non-qualifying income in any taxable year ever exceeded
5% of our gross revenues for such year, we could lose our REIT status for that taxable year and the four ensuing
taxable years. We will use all reasonable efforts to structure our activities in a manner intended to satisfy the
requirements for our continued qualification as a REIT. Our failure to qualify as a REIT would adversely affect
your return on your investment.

Recharacterization of the Section 1031 TIC Transactions may result in taxation of income from a prohibited
transaction, which would diminish distributions to our stockholders.

In the event that the Internal Revenue Service were to recharacterize the Section 1031 TIC Transactions
such that we, rather than the Behringer Harvard Exchange Entity, are treated as the bona fide owner, for tax
purposes, of properties acquired and resold by the Behringer Harvard Exchange Entity in connection with the
Section 1031 TIC Transactions, such characterization could result in the fees paid to us by the Behringer Harvard
Exchange Entity as being deemed income from a prohibited transaction, in which event the fee income paid to us in
connection with the Section 1031 TIC Transactions would be subject to a 100% tax. If this occurs, our ability to
make distributions to our stockholders will be adversely affected.

You may have tax liability on distributions you elect to reinvest in our common stock.

If you elect to have your distributions reinvested in our common stock pursuant to our distribution
reinvestment plan, you will be deemed to have received, and for income tax purposes will be taxed on, the amount
reinvested. As a result, unless you are a tax-exempt entity, you may have to use funds from other sources to pay
your tax liability on the value of the common stock received.

If our operating partnership fails to maintain its status as a partnership, its income may be subject to
taxation, which would reduce our cash available for distribution to our stockholders.

We intend to maintain the status of the operating partnership as a partnership for federal income tax
purposes. However, if the Internal Revenue Service were to successfully challenge the status of the operating
partnership as a partnership, it would be taxable as a corporation. In such event, this would reduce the amount of
distributions that the operating partnership could make to us. This would also result in our losing REIT status, and
becoming subject to a corporate level tax on our own income. This would substantially reduce our cash available to
make distributions and the return on your investment. In addition, if any of the partnerships or limited liability
companies through which the operating partnership owns its properties, in whole or in part, loses its characterization
as a partnership for federal income tax purposes, it would be subject to taxation as a corporation, thereby reducing
distributions to the operating partnership. Such a recharacterization of an underlying property owner could also
threaten our ability to maintain REIT status.
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In certain circumstances, we may be subject to federal and state taxes on income as a REIT, which would
reduce our cash available for distribution to our stockholders.

Even if we qualify and maintain our status as a REIT, we may become subject to federal income taxes and
related state taxes. For example, if we have net income from a “prohibited transaction,” such income will be subject
to a 100% tax. We may not be able to make sufficient distributions to avoid excise taxes applicable to REITs. We
may also decide to retain income we earn from the sale or other disposition of our property and pay income tax
directly on such income. In that event, our stockholders would be treated as if they earned that income and paid the
tax on it directly. However, stockholders that are tax-exempt, such as charities or qualified pension plans, would
have no benefit from their deemed payment of such tax liability. We may also be subject to state and local taxes on
our income or property, either directly or at the level of the operating partnership or at the level of the other
companies through which we indirectly own our assets. Any federal or state taxes paid by us will reduce our cash
available for distribution to our stockholders.

Legislative or regulatory action could adversely affect investors.

In recent years, numerous legislative, judicial and administrative changes have been made in the provisions
of the federal income tax laws applicable to investments similar to an investment in shares of our common stock.
Additional changes to the tax laws are likely to continue to occur, and we cannot assure you that any such changes
will not adversely affect the taxation of a stockholder. Any such changes could have an adverse effect on an
investment in shares or on the market value or the resale potential of our properties. You are urged to consult with
your own tax advisor with respect to the impact of recent legislation on your investment in shares and the status of
legislative, regulatory or administrative developments and proposals and their potential effect on an investment in
shares. You also should note that our counsel’s tax opinion assumes that no legislation will be enacted after the date
of this prospectus that will be applicable to an investment in our shares.

Congress passed major federal tax legislation in 2003. One of the changes reduced the tax rate on
dividends paid by corporations to individuals to a maximum of 15%. REIT distributions generally do not qualify for
this reduced rate. The tax changes did not, however, reduce the corporate tax rates. Therefore, the maximum
corporate tax rate of 35% has not been affected. Even with the reduction of the rate on dividends received by
individuals, the combined maximum corporate federal tax rate is 44.75% and with the effect of state income taxes
can exceed 50%. As a REIT, we generally would not be subject to federal or state corporate income taxes on that
portion of our ordinary income or capital gain that we distribute currently to our stockholders.

Although REITs continue to receive substantially better tax treatment than entities taxed as corporations, it
is possible that future legislation would cause a REIT to be a less advantageous tax status for companies that invest
in real estate, and it could become more advantageous for such companies to elect to be taxed for federal income tax
purposes as a corporation. As a result, our charter provides our board of directors with the ability, under certain
circumstances, to revoke or otherwise terminate our REIT election and cause us to be taxed as a corporation, without
the vote of our stockholders. Our board of directors has fiduciary duties to us and to all investors and could only
cause such changes in our tax treatment if it determines in good faith that such changes are in the best interest of our
stockholders.

We have acquired all of our properties to date by means of 1031 TIC Transactions. Changes in tax laws
may result in Section 1031 TIC Transactions being no longer available, which may adversely affect Section 1031
TIC Transactions or cause such transactions not to achieve their intended value. Any changes in tax laws that result
in Section 1031 Transactions being no longer available may have a negative impact on our investment strategy.

There are special considerations that apply to pension or profit-sharing trusts or IRAs investing in our
shares.

If you are investing the assets of a pension, profit-sharing, 401(k), Keogh or other qualified retirement plan
or the assets of an IRA in our common stock, you should satisfy yourself that, among other things:

e your investment is consistent with your fiduciary obligations under ERISA and the Internal Revenue
Code;

e your investment is made in accordance with the documents and instruments governing your plan or
IRA, including your plan’s investment policy;

e your investment satisfies the prudence and diversification requirements of ERISA;
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e your investment will not impair the liquidity of the plan or IRA;
e your investment will not produce UBTI for the plan or IRA;
e you will be able to value the assets of the plan annually in accordance with ERISA requirements; and

e your investment will not constitute a prohibited transaction under Section 406 of ERISA or
Section 4975 of the Internal Revenue Code.

For a more complete discussion of the foregoing issues and other risks associated with an investment in
shares by retirement plans, please see the “Investment by Tax-Exempt Entities and ERISA Considerations” section
of this prospectus.

Equity participation in mortgage loans may result in taxable income and gains from these properties which
could adversely impact our REIT status.

If we participate under a mortgage loan in any appreciation of the properties securing the mortgage loan or
its cash flow and the Internal Revenue Service characterizes this participation as “equity,” we might have to
recognize income, gains and other items from the property. This could affect our ability to qualify as a REIT.
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CUSTOMARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of the information in this prospectus contains forward-looking statements. Such statements include,
in particular, statements about our plans, strategies and prospects. These forward-looking statements are not
historical facts but are the intent, belief or current expectations of our business and industry. You can generally
identify forward-looking statements by our use of forward-looking terminology, such as “may,” “will,” anticipate,”
“expect,” “intend,” “plan,” “believe,” “seek,” “estimate,” “would, ” “could, ” “should” and variations of these words
and similar expressions. You should not rely on our forward-looking statements because the matters they describe
are subject to known and unknown risks, uncertainties and other unpredictable factors, many of which are beyond
our control.

99 ¢

These forward-looking statements are subject to various risks and uncertainties, including those discussed
above under “Risk Factors,” that could cause our actual results to differ materially from those projected in any
forward-looking statement we make. We do not undertake to publicly update or revise any forward-looking
statements, whether as a result of new information, future events or otherwise.

49



ESTIMATED USE OF PROCEEDS

The following table sets forth information about how we intend to use the proceeds raised in this offering,
assuming that we sell 96,000,000 shares pursuant to this offering. Many of the figures set forth below represent
management’s best estimate since they cannot be precisely calculated at this time. We expect that if the maximum
offering amount is raised, at least 90.6% of the gross proceeds of this offering will be used for investment in real
estate, loans and other investments, paying the expenses incurred in making such investments, and for initial
working capital reserves for real estate investments. We expect to use approximately 87.1% of the gross proceeds of
the maximum offering to make investments in real estate properties, mortgage loans and other investments, and to
use approximately 3.5% of the gross proceeds of the maximum offering, assuming no debt financing, for payment of
fees and expenses related to the selection and acquisition of our investments and for initial working capital reserves
for real estate investments. The remaining up to 9.4% will be used to pay expenses and fees, including the payment
of fees to Behringer Advisors, our advisor. Our fees and expenses, as listed below, include the following:

Selling commissions and dealer manager fee, which consist of selling commissions equal to 7% of
aggregate gross offering proceeds (1% for sales under our distribution reinvestment plan), which
commissions may be reduced under certain circumstances, and a dealer manager fee equal to 2% of
aggregate gross offering proceeds (no dealer manager fee will be paid with respect to sales under our
distribution reinvestment plan), payable to Behringer Securities, an affiliate of our advisor. Behringer
Securities may pay commissions of up to 7% of the gross offering proceeds to other broker-dealers
participating in the offering of our shares. Behringer Securities may reallow a portion of its dealer
manager fee in an aggregate amount up to 1.5% of gross offering proceeds to broker-dealers
participating in the offering to be paid as marketing fees and expenses, including bona fide conference
fees and bona fide due diligence expenses incurred. Under the rules of the NASD, the aggregate of all
selling commissions, the dealer manager fee, wholesaling compensation, expenses relating to sales
services, bona fide due diligence expenses, and any non-cash sales incentives, will not exceed 10% of
our gross offering proceeds. See the “Plan of Distribution” section of this prospectus for a description
of additional provisions relating to selling commissions and the dealer manager fee.

Organization and offering expenses, which are defined generally as any and all costs and expenses
incurred by us, our advisor or an affiliate of our advisor in connection with our formation, qualification
and registration and the marketing and distribution of our shares, including, but not limited to,
accounting fees, printing, advertising and marketing expenses, and other accountable offering
expenses, other than selling commissions and the dealer manager fee. Behringer Advisors and its
affiliates will be responsible for the payment of organization and offering expenses, other than selling
commissions and the dealer manager fee, to the extent they exceed 2% of gross offering proceeds (no
reimbursement of organization and offering expenses will be made with respect to sales under our
distribution reinvestment plan) without recourse against or reimbursement by us and, pursuant to our
charter, the aggregate sum of such organization and offering expenses, selling commissions and the
dealer manager fee, shall in no event exceed 15% of the gross offering proceeds.

Acquisition and advisory fees, which are defined generally as fees and commissions paid by any party
to any person in connection with identifying, reviewing, evaluating, investing in, and the purchase,
development or construction of properties, or the making or investing in mortgage loans or other
investments. We will pay Behringer Advisors, as our advisor, acquisition and advisory fees of 2.5% of
the contract purchase price of each asset or the funds advanced pursuant to a mortgage loan.
Acquisition and advisory fees do not include acquisition expenses.

Acquisition expenses, which include legal fees and expenses, travel expenses, costs of appraisals,
nonrefundable option payments on property not acquired, accounting fees and expenses, title insurance
premiums and other closing costs and miscellaneous expenses relating to the selection, acquisition and
development of real properties.
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Maximum Offering of

96,000,000 shares
Amount Percent

Gross offering proceeds.........ccoveevverieriereerienieienienns $952,000,000 100.0%
Less public offering expenses:

Selling commissions and dealer manager fee(1)..... 73,520,000 7.7

Organization and offering expenses (2) 16,000,000 _1.7
Amount available for investment...............c...ccueeuneene.. 862,480,000 90.6
Acquisition and development expenses:

Acquisition and advisory fees (3) 20,732,692 2.2

Acquisition expenses (4).............. 4,146,538 0.4

Initial working capital reserves (5)... 8,293,077 0.9
Amount estimated to be invested (6) $829.307.692 87.1%

()

2

3)

4)

)

(6)

Includes selling commissions equal to 7% of gross offering proceeds and a dealer manager fee equal to 2% of gross offering
proceeds on 80,000,000 shares sold to the public at $10.00 per share in the primary offering, and selling commissions equal
to 1% of gross offering proceeds and no dealer manager fee on 16,000,000 shares sold at $9.50 per share through our
distribution reinvestment plan.

Any amount of organization and offering expenses exceeding 2% of the gross offering proceeds on 80,000,000 shares sold
to the public will be paid by our advisor or an affiliate of our advisor. No reimbursement of organization and offering
expenses will be made with respect to sales under our distribution reinvestment plan. Organization and offering expenses
will necessarily increase as the volume of shares sold in the offering increases, in order to pay the increased expenses of
qualification and registration of the additional shares and the marketing and distribution of the additional shares. These
reimbursements will include organization and offering expenses previously advanced by our advisor with regard to the prior
offering of our shares, to the extent not reimbursed out of proceeds from the prior offering, and subject to the 2.5% of gross
offering proceeds overall limitation of such prior offering. These reimbursements do not include expenses associated with
the organization of our advisor or any other affiliate.

For purposes of this table, we have assumed that no debt financing is used to acquire properties or other investments and that
90.6% of the gross proceeds of this offering are used to acquire properties, pay fees and expenses related to the selection and
acquisition of such investments, and for initial working capital reserves for real estate investments. However, it is our intent
to leverage our investments with debt. Therefore, actual amounts are dependent upon the value of our properties as financed
and cannot be determined at the present time. For illustrative purposes, assuming we use debt financing equal to 55% of the
approximately $862,480,000 of initial net proceeds to us from the public offering to make investments and no reinvestments
with the proceeds of any sales of investments were made, we could make investments with an aggregate contract price of
approximately $1,336,844,000 if the maximum offering is sold. In such a case, acquisition and advisory fees could be
approximately $33,421,000 and acquisition expenses could be approximately $6,684,000. We will also pay to our advisor a
1% debt financing fee for their services in connection with the origination or refinancing of any debt financing obtained by
us. These additional fees and expenses may be payable out of the proceeds of such financings.

This amount reflects customary third-party acquisition expenses, such as legal fees and expenses, costs of appraisal,
accounting fees and expenses, title insurance premiums and other closing costs and miscellaneous expenses relating to the
acquisition of real estate. We estimate that the third-party costs would average 0.5% of the contract purchase price of
property acquisitions.

Estimates for working capital needs throughout the life of each property will be established at the time the property is
acquired. Upon closing of the acquisition of each such property, an amount of initial capital equal to the amount estimated
will be placed in an interest-bearing (typically money market) account as a reserve for working capital for use during the
entire life of the property or reserved for such on our books. Through continual reprojection and annual budgeting
processes, working capital reserves will be adjusted. If depleted during the course of the property’s holding period, unless
otherwise budgeted, the reserve requirement will be refilled from excess cash flow to provide for the financial endurance of
the property. Working capital reserves are typically utilized for extraordinary expenses that may not be covered by the
current revenue generation of the property, such as tenant improvements, leasing commissions and major capital
expenditures. We have estimated reserves of at least 1% of the contract price of our portfolio of real properties, and for the
purposes of this estimation we have assumed that all of our investments will be in real properties.

Includes amounts we anticipate to invest in our properties and mortgage loans net of fees and expenses and initial working
capital reserves. We expect to use approximately 90.6% of the gross proceeds of the maximum offering to make
investments in real estate properties, mortgage loans and other investments net of acquisition fees and expenses and working
capital reserves.

Until required in connection with the acquisition and development of properties and investment in

mortgages, substantially all of the net proceeds of this offering and, thereafter, our working capital reserves, may be
invested in short-term, highly-liquid investments including, but not limited to, government obligations, bank
certificates of deposit, short-term debt obligations and interest-bearing accounts.
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MANAGEMENT
General

We operate under the direction of our board of directors, the members of which are accountable to us and
our stockholders as fiduciaries. The board is responsible for the management and control of our affairs. The board
has retained Behringer Advisors to manage our day-to-day affairs and the acquisition and disposition of our
investments, subject to the board’s supervision. Our charter has been reviewed and ratified by our board of
directors, including the independent directors, at their initial meeting and subsequent meetings. This ratification by
our board of directors is required by the Statement of Policy Regarding Real Estate Investment Trusts published by
the North American Securities Administrators Association, also known as the NASAA REIT Guidelines.

Our charter and bylaws provide that the number of our directors may be established by a majority of the
entire board of directors but may not be fewer than three nor more than 15 (unless approved by the affirmative vote
of 80% of the directors then serving on our board). We currently have a total of five directors. The charter also
provides that a majority of the directors must be independent directors. An “independent director” is a person who
is not one of our officers or employees or an officer or employee of Behringer Advisors or its affiliates and has not
otherwise been affiliated with such entities for the previous two years. Of our five current directors, three are
considered independent directors. Each director who is not an independent director must have at least three years of
relevant experience demonstrating the knowledge and experience required to successfully acquire and manage the
type of assets being acquired by us. At least one of the independent directors must have at least three years of
relevant real estate experience. Currently, each of our directors, including our independent directors, has
substantially in excess of three years of relevant real estate experience.

During the discussion of a proposed transaction, independent directors often offer ideas for ways in which
transactions may be structured to offer the greatest value to us, and our management takes these suggestions into
consideration when structuring transactions. Each director will serve until the next annual meeting of stockholders
and until his successor has been duly elected and qualifies. Although the number of directors may be increased or
decreased, a decrease will not have the effect of shortening the term of any incumbent director.

Any director may resign at any time and may be removed with or without cause by the stockholders upon
the affirmative vote of holders of at least a majority of all the outstanding shares entitled to vote at a meeting
properly called for the purpose of the proposed removal. The notice of the meeting will indicate that the purpose, or
one of the purposes, of the meeting is to determine if the director shall be removed. Neither our advisor, any
member of our board of directors nor any of their affiliates may vote or consent on matters submitted to the
stockholders regarding the removal of our advisor or any director who is not an independent director. In
determining the requisite percentage in interest required to approve such a matter, any shares owned by such persons
will not be included.

Unless filled by a vote of the stockholders as permitted by Maryland General Corporation Law, a vacancy
created by an increase in the number of directors or the death, resignation, removal, adjudicated incompetence or
other incapacity of a director shall be filled by a vote of a majority of the remaining directors. Independent directors
shall nominate replacements for vacancies in the independent director positions. If at any time there are no directors
in office, successor directors shall be elected by the stockholders. Each director will be bound by the charter and the
bylaws.

The directors are not required to devote all of their time to our business and are only required to devote the
time to our affairs as their duties require. The directors meet quarterly or more frequently if necessary. We do not
expect that the directors will be required to devote a substantial portion of their time to discharge their duties as our
directors. Consequently, in the exercise of their responsibilities, our directors rely heavily on our advisor. Our
directors have a fiduciary duty to our stockholders to supervise the relationship between us and our advisor. The
board is empowered to fix the compensation of all officers that it selects and approve the payment of compensation
to directors for services rendered to us in any other capacity.

In addition to the investment policies set forth in our charter, our board of directors has established written
policies on investments and borrowing, which are set forth in this prospectus. The directors may establish further
written policies on investments and borrowings and shall monitor our administrative procedures, investment
operations and performance to ensure that the policies are fulfilled and are in the best interest of the stockholders.
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We will follow the policies on investments and borrowings set forth in this prospectus unless and until they are
modified in accordance with our charter.

The board is also responsible for reviewing our fees and expenses on at least an annual basis and with
sufficient frequency to determine that the expenses incurred are in the best interest of the stockholders. In addition,
a majority of the directors, including a majority of the independent directors, who are not otherwise interested in the
transaction, must approve all transactions with Behringer Advisors or its affiliates. The independent directors are
also responsible for reviewing the performance of Behringer Advisors and determining that the compensation to be
paid to Behringer Advisors is reasonable in relation to the nature and quality of services to be performed and that the
provisions of the advisory agreement are being carried out. Specifically, the independent directors consider factors
such as:

e the amount of the fees paid to Behringer Advisors in relation to the size, composition and performance
of our investments;

o the success of Behringer Advisors in generating appropriate investment opportunities;

e rates charged to other REITs, especially REITs of similar structure, and other investors by advisors
performing similar services;

e additional revenues realized by Behringer Advisors and its affiliates through their relationship with us,
whether we pay them or they are paid by others with whom we do business;

e the quality and extent of service and advice furnished by Behringer Advisors and the performance of
our investment portfolio; and

e the quality of our portfolio relative to the investments generated by Behringer Advisors or its affiliates
for its other clients.

None of our directors, Behringer Advisors, nor any of their affiliates will vote or consent to the voting of
shares of our common stock they now own or hereafter acquire on matters submitted to the stockholders regarding
either (1) the removal of Behringer Advisors, such director or any of their affiliates, or (2) any transaction between
us and Behringer Advisors, such director or any of their affiliates.

Committees of the Board of Directors

Our entire board of directors considers all major decisions concerning our business, including any property
acquisitions. However, our board has established an audit committee, a compensation committee and a nominating
committee so that certain functions can be addressed in more depth than may be possible at a full board meeting.
Independent directors comprise all of the members of the audit committee, compensation committee and nominating
committee.

Audit Committee

The audit committee meets on a regular basis at least four times a year. The current members of the audit
committee are independent directors Charles G. Dannis, Steven W. Partridge and G. Ronald Witten, with
Mr. Partridge serving as chairman. Our board of directors adopted our Audit Committee Charter at its
organizational meeting held on June 26, 2002 and last approved revisions of it in March 2004. The Audit
Committee Charter can be found on our web site at www.bhfunds.com. The audit committee’s primary functions are
to evaluate and approve the services and fees of our independent auditors, to periodically review the auditors’
independence, and to assist our board of directors in fulfilling its oversight responsibilities by reviewing the
financial information to be provided to the stockholders and others, the system of internal controls that management
has established and the audit and financial reporting process.

Compensation Committee

Our board of directors has also established a compensation committee to assist the board of directors in
discharging its responsibility in all matters of compensation practices, including any salary and other forms of
compensation for our executive officers and our directors. The compensation committee is comprised of
independent directors Charles G. Dannis, Steven W. Partridge and G. Ronald Witten, with Mr. Dannis serving as
chairman. The primary duties of the compensation committee include reviewing all forms of compensation for our
executive officers, if any, and our directors; approving all stock option grants, warrants, stock appreciation rights
and other current or deferred compensation payable with respect to the current or future value of our shares; and
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advising on changes in compensation of members of the board of directors. If we determine to hire employees, our
compensation committee would also be charged with overseeing our compensation practices with respect to those
employees. Currently, we do not compensate our executive officers, and only our directors who are not employed
by us, Behringer Advisors or its affiliates receive compensation for their service to us. Our board of directors has
adopted an Amended and Restated Compensation Committee Charter, which can be found on our web site at

www. bhfunds.com.

Nominating Committee

The nominating committee consists of independent directors Charles G. Dannis, Steven W. Partridge and
G. Ronald Witten, with Mr. Witten serving as chairman. The nominating committee recommends nominees to serve
on our board of directors. The nominating committee has adopted a written charter approved by the board of
directors, which can be found on our web site at www.bhfunds.com. Each of the members of the nominating
committee is “independent” under applicable SEC rules. The nominating committee will consider nominees
recommended by stockholders if submitted to the committee in accordance with the procedures specified in our
bylaws. Generally, this requires that the stockholder send certain information about the nominee to our corporate
secretary between 90 and 120 days prior to the first anniversary of the mailing of notice for the annual meeting held
in the prior year. Because our directors take a critical role in guiding our strategic direction and oversee our
management, board candidates must demonstrate broad-based business and professional skills and experiences, a
global business and social perspective, concern for the long-term interests of our stockholders, and personal integrity
and judgment. In addition, directors must have time available to devote to board activities and to enhance their
knowledge of our industry. The nominating committee is responsible for assessing the appropriate mix of skills and
characteristics required of board members in the context of the perceived needs of the board at a given point in time
and shall periodically review and recommend for approval by the board any updates to the criteria as deemed
necessary. Diversity in personal background, race, gender, age and nationality for the board as a whole may be
taken into account favorably in considering individual candidates. The nominating committee will evaluate the
qualifications of each director candidate against these criteria in making its recommendation to the board concerning
nominations for election or reelection as a director. The process for evaluating candidates recommended by our
stockholders pursuant to our bylaws will be no different than the process for evaluating other candidates considered
by the nominating committee.

Executive Officers and Directors

We have provided below certain information about our executive officers and directors.

Name Age Position(s)

Robert M. Behringer 56  President, Chief Executive Officer, Chief Investment Officer
and Chairman of the Board of Directors

Robert S. Aisner 58  Chief Operating Officer and Director
Gerald J. Reihsen, III 45  Executive Vice President — Corporate Development
and Legal and Secretary

Gary S. Bresky 38  Chief Financial Officer and Treasurer

M. Jason Mattox 29  Senior Vice President

Charles G. Dannis 55 Independent Director

Steven W. Partridge 47  Independent Director

G. Ronald Witten 53 Independent Director

Robert M. Behringer is the President, Chief Executive Officer, Chief Investment Officer and Chairman of
the board of directors of Behringer Harvard REIT I and the President and sole manager of Behringer Advisors, our
advisor. He is also the majority owner, sole manager, Chief Executive Officer and President of Behringer Harvard
Holdings, the parent corporation of Behringer Advisors. Since 2002, Mr. Behringer has been a general partner of
Behringer Harvard Short-Term Fund I and Behringer Harvard Mid-Term Fund I, each a publicly registered real
estate limited partnership. Mr. Behringer also controls the general partner of Behringer Harvard Strategic
Opportunity Fund I, a private real estate limited partnership. Since 2001, Mr. Behringer has also been the Chief
Executive Officer and manager of the other Behringer Harvard companies.

From 1995 until 2001, Mr. Behringer was Chief Executive Officer of Harvard Property Trust, Inc., a
privately held REIT formed by Mr. Behringer that has recently been liquidated and that had a net asset value of
approximately $200 million before its liquidation. Before forming Harvard Property Trust, Inc., Mr. Behringer
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invested in commercial real estate as Behringer Partners, a sole proprietorship formed in 1989, that invested in
single asset limited partnerships. From 1985 until 1993, Mr. Behringer was Vice President and Investment Officer
of Equitable Real Estate Investment Management, Inc. (now known as Lend Lease Real Estate Investments, Inc.),
one of the largest pension funds advisors and owners of real estate in the United States. While at Equitable,

Mr. Behringer was responsible for its General Account Real Estate Assets located in the South Central United
States, including Texas, Louisiana, Arkansas, Oklahoma and Mississippi. The portfolio included institutional
quality office, industrial, retail, apartment and hotel properties exceeding 17 million square feet with a value of
approximately $2.8 billion. Although Mr. Behringer was a significant participant in acquisitions, management,
leasing, redevelopment and dispositions, his primary responsibility was to increase net operating income and the
overall value of the portfolio.

Mr. Behringer has over 25 years of experience in real estate investment, management and finance activities,
including approximately 140 different properties with over 24 million square feet of office, retail, industrial,
apartment, hotel and recreational properties. In addition to being the President and a director of Behringer Harvard
REIT 1, he is currently the general partner or a co-general partner in several real estate limited partnerships formed
for the purpose of acquiring, developing and operating office buildings and other commercial properties.

Mr. Behringer is a Certified Property Manager, Real Property Administrator, Certified Hotel Administrator and
Texas Real Estate Broker, holds Series 7, 24 and 63 securities licenses and is a member of the Institute of Real
Estate Management, the Building Owners and Managers Association, the Urban Land Institute and the Real Estate
Council. Mr. Behringer has also been a licensed certified public accountant for over 20 years. Mr. Behringer
received a Bachelor of Science degree from the University of Minnesota.

Robert S. Aisner is Chief Operating Officer and a director of Behringer Harvard REIT I and president of
the other Behringer Harvard companies. Mr. Aisner has over 30 years of commercial real estate experience. From
1996 until joining Behringer Harvard REIT I in 2003, Mr. Aisner served as (i) Executive Vice President of Amli
Residential Properties Trust, a New York Stock Exchange listed REIT that is focused on the development,
acquisition and management of upscale apartment communities and serves as institutional advisor and asset manager
for institutional investors with respect to their multifamily real estate investment activities, (ii) President of Amli
Management Company, which oversees all of Amli’s apartment operations in 80 communities, (iii) President of the
Amli Corporate Homes division that manages Amli’s corporate housing properties, (iv) Vice President of Amli
Residential Construction, a division of Amli that performs real estate construction services, and (v) Vice President
of Amli Institutional Advisors, the Amli division that serves as institutional advisor and asset manager for
institutional investors with respect to their multifamily real estate activities. Mr. Aisner also served on Amli’s
Executive Committee and Investment Committee from 1999 until 2003. From 1994 until 1996, Mr. Aisner owned
and operated Regents Management, Inc., which had both a multifamily development and construction group and a
general commercial property management company. From 1984 to 1994, he was employed by HRW Resources,
Inc., a real estate development and management company, where he served as Vice President.

Mr. Aisner served as an independent director of Behringer Harvard REIT I from June 2002 until February
2003 and while an executive with us from June 2003 until the present he has also served as a director. Since
February 2003, Mr. Aisner has also served as Executive Vice President — Real Estate Operations of Behringer
Harvard Holdings and President of Harvard Property Trust, LLC, IMS, HPT Management and Behringer
Development. Mr. Aisner received a Bachelor of Arts degree from Colby College and a Masters of Business
Administration degree from the University of New Hampshire.

Gerald J. Reihsen, I1I has served as our Executive Vice President — Corporate Development and Legal
and Secretary since our inception in 2002. He also serves in such capacity with Behringer Advisors. Since 2001,
Mr. Reihsen has served in this and similar executive capacities with the other Behringer Harvard companies,
including serving as President of Behringer Securities.

For over 20 years, Mr. Reihsen’s business and legal background has centered on sophisticated financial and
transactional matters, including commercial real estate transactions, real estate partnerships, and public and private
securities offerings. For the period from 1985 to 2000, Mr. Reihsen practiced as an outside corporate securities
attorney. After serving from 1986 to 1995 in the corporate department of Gibson, Dunn & Crutcher, a leading
international commercial law firm, Mr. Reihsen established his own firm, Travis & Reihsen, where he served as a
corporate/securities partner until 1998. In 1998, Mr. Reihsen became the lead partner in the corporate/securities
section of the law firm Novakov Davis, where he served until 2000. In 2000, he practiced law as a principal of
Block & Balestri, a corporate and securities law firm. In 2000 and 2001, Mr. Reihsen was employed as the Vice
President — Corporate Development and Legal of Xybridge Technologies, Inc., a telecommunications software
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company that Mr. Reihsen helped guide through venture funding, strategic alliances with international
telecommunications leaders and its ultimate sale to Zhone Technologies, Inc. Mr. Reihsen holds Series 7, 24, 27
and 63 securities licenses. Mr. Reihsen received a Bachelor of Arts degree, magna cum laude, from the University
of Mississippi and a Juris Doctorate degree, cum laude, from the University of Wisconsin.

Gary S. Bresky is the Chief Financial Officer and Treasurer of Behringer Harvard REIT I and Behringer
Advisors. Mr. Bresky is also the Chief Financial Officer and Treasurer of all of the other Behringer Harvard
companies.

Prior to his employment with the Behringer Harvard REIT I, Mr. Bresky served, from 1996 to 2001, as a
Senior Vice President of Finance with Harvard Property Trust, Inc. In this capacity, Mr. Bresky was responsible for
directing all accounting and financial reporting functions and overseeing all treasury management and banking
functions. Mr. Bresky was also integral in analyzing deal and capital structures as well as participating in all major
decisions related to any acquisition or sale of assets.

From 1995 until 1996, Mr. Bresky worked in the Real Estate Group at Coopers & Lybrand LLP in Dallas,
Texas, where he focused on finance and accounting for both public and private real estate investment trusts. His
experience included conducting annual audits, preparing quarterly and annual public securities reporting compliance
filings and public real estate securities registration statements for his clients. From 1989 to 1994, Mr. Bresky
worked with Ten West Associates, LTD and Westwood Financial Corporation in Los Angeles, California as a real
estate analyst and asset manager for two commercial real estate portfolios totaling in excess of $185 million. From
1988 until 1989, Mr. Bresky worked as an analysts’ assistant for both Shearson-Lehman Bros., Inc. and Hambrecht
and Quist Inc. assisting brokers in portfolio management. Mr. Bresky has been active in commercial real estate and
related financial activities for over 15 years and holds Series 7, 24, 27 and 63 securities licenses. Mr. Bresky
received a Bachelor of Arts degree from the University of California — Berkeley and a Masters of Business
Administration degree from the University of Texas at Austin.

M. Jason Mattox is a Senior Vice President of Behringer Harvard REIT I. Since 2002, Mr. Mattox has
served as a Vice President of Behringer Advisors. Mr. Mattox also serves in a similar capacity with the other
Behringer Harvard companies.

From 1997 until joining Behringer Harvard REIT I in 2002, Mr. Mattox served as a Vice President of
Harvard Property Trust, Inc. and became a member of its Investment Committee in 1998. From 1999 until 2001,
Mr. Mattox served as Vice President of Sun Resorts International, Inc., a recreational property investment company,
coordinating marina acquisitions throughout the southern United States and the U.S. Virgin Islands. From 1999
until 2001, in addition to providing services related to investing, acquisition, disposition and operational activities,
Mr. Mattox served as an asset manager with responsibility for over one million square feet of Harvard Property
Trust, Inc.’s commercial office assets in Texas and Minnesota, overseeing property performance, management
offices, personnel and outsourcing relationships.

Mr. Mattox is a continuing member of the Building Owners and Managers Association and the National
Association of Industrial and Office Properties. Mr. Mattox formerly was a member of the National Association of
Real Estate Investment Trusts and the Texas Association of Builders. Mr. Mattox has been active in commercial
real estate and related financial activities for over six years and holds Series 7, 24 and 63 securities licenses.

Mr. Mattox received a Bachelor of Business Administration degree, with honors, and a Bachelor of Science degree,
cum laude, from Southern Methodist University.

Charles G. Dannis is an independent director of Behringer Harvard REIT I. Mr. Dannis has been a
member of our board of directors since January 2003. Mr. Dannis has been a commercial real estate appraiser and
consultant since 1972. Mr. Dannis co-founded the firm Crosson Dannis, Inc., a real estate consulting firm, in 1977
and has been employed by such firm since that time. He is past Treasurer and Member of the Board of the National
Council of Real Estate Investment Fiduciaries and past Chairman of it’s Valuation Committee. He has been an
active member of the Pension Real Estate Association, American Real Estate Society and Urban Land Institute.
Since 1988, Mr. Dannis has been an adjunct professor/lecturer in Real Estate and Urban Land Economics in the Cox
School of Business at Southern Methodist University in both the undergraduate and graduate schools. Mr. Dannis is
also an award-winning teacher for the Mortgage Bankers Association of America School of Mortgage Banking.

Mr. Dannis received a Bachelor of Business Administration degree from Southern Methodist University. He holds
the MAI designation from the Appraisal Institute.
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Steven W. Partridge is an independent director of Behringer Harvard REIT 1. Mr. Partridge has served as
a member of our board of directors since October 2003. Mr. Partridge has over 20 years of commercial real estate
and related accounting experience. Since October 1997, Mr. Partridge has served as Chief Financial Officer and
Senior Vice President of Coyote Management, LP, a real estate limited partnership that owns, manages, and leases
regional shopping malls. From December 1983 to September 1997, Mr. Partridge served as a Director of
Accounting and Finance, Asset Manager, and then Vice President of Asset Management with Lend Lease Real
Estate Investments, Inc., a commercial real estate investment company, and its predecessor, Equitable Real Estate
Investment Management, Inc. Mr. Partridge has been licensed as a certified public accountant for over 20 years and
during that time has been a member of American Institute of CPAs, Texas Society of CPAs, International Council of
Shopping Centers, and the CCIM Institute with a Certified Commercial Investment Member designation. Mr.
Partridge earned a Bachelor of Accountancy degree, cum laude, and a Master of Accountancy degree (graduate
fellowship) from the University of Mississippi.

G. Ronald Witten is an independent director of Behringer Harvard REIT I. Mr. Witten has served as a
member of our board of directors since April 2004. Since January 2001, Mr. Witten has served as President of
Witten Advisors LLC, a market advisory firm providing ongoing market advisory services to apartment developers,
investors and lenders nationwide to identify the location and timing of future development and acquisitions
opportunities for the nation’s 40 largest apartment markets. Mr. Witten began his career at M/PF Research, Inc., a
national leader in apartment market data and market analysis, in 1973 and served as its president from 1978 to 2000.
Mr. Witten has been particularly active in the Urban Land Institute and the National Multi Housing Council, and is
currently a member of the NMHC’s Research Advisory Group. In July 2004, Mr. Witten completed his term as
Chairman of ULI’s Multi-Family Silver Council. Mr. Witten received his Bachelor of Business Administration
degree from Texas Tech University and has completed graduate classes in statistics and economics at Southern
Methodist University.

Key Personnel

Jon L. Dooley, Senior Vice President — Asset Acquisition and Management of Behringer Advisors and
Terry Kennon, Vice President — Portfolio Management of Behringer Advisors are non-executive personnel who are
important to our success.

Jon L. Dooley, age 53, is our Senior Vice President — Asset Acquisition and Management. Mr. Dooley
holds the same position with other Behringer Harvard sponsored programs, including our advisor, Behringer
Advisors, which he joined as an employee in 2004. From June 2002 until May 2003, he served as one of our
independent directors. In 2002, he served as a Senior Vice President with Trammell Crow Company, a New York
Stock Exchange listed diversified commercial real estate company. For the 13 years prior to joining Trammell Crow
Company, Mr. Dooley held various senior management positions with Lend Lease Real Estate Investments, Inc.
(Lend Lease), a leading real estate pension manager and advisor in the United States and Equitable Real Estate
Investment Management, Inc. (acquired by Lend Lease). In 1997, Mr. Dooley became a principal with Lend Lease.
Mr. Dooley served as a Senior Vice President of Asset Management from 1991 to 1996 while at Equitable Real
Estate Management, Inc. Mr. Dooley has over 25 years of commercial real estate experience. Mr. Dooley received
a Bachelor of Business Administration degree from Southern Methodist University.

Terry Kennon, age 57, is our Vice President — Portfolio Management of Behringer Advisors. Mr. Kennon
holds the same title with other Behringer Harvard companies. Mr. Kennon joined Behringer Advisors in February
2004 and has over 30 years of commercial real estate experience. From September 2002 until February 2004, he
was Senior Vice President — Asset Management with KBS Realty Advisors, a pension fund advisor. As such, he
was responsible for 2.5 million square feet of office space in the Central and Northeastern U.S. markets. From July
2001 until August 2002, Mr. Kennon served as Regional Vice President — Property Management for PM Realty
Group, a national property management and leasing company. From August 2000 until July 2001, he served as
Senior Vice President — Marketing for Safeco Title Company, a regional title company, and from June 1997 until
August 2000, he was Managing Director of Landauer Associates, a national real estate counselor and a subsidiary of
Aegon Insurance Company. The majority of his career, he held the position of Vice President of The Prudential
Real Estate Group which included both the general account and pension advisory divisions. He has extensive
experience in institutional property ownership having been responsible for asset management, acquisitions and
dispositions for office, industrial, multi-family and retail properties. Mr. Kennon holds a Bachelor of Business
Administration and Masters of Business Administration degrees from the University of Memphis. He has achieved
the professional designation of Certified Property Manager.
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Compensation of Directors

We pay each of our directors who are not employees of Behringer Harvard REIT I or Behringer Advisors
or their affiliates $1,250 per month plus $500 for each board or committee meeting the director attends. We will pay
the chairman of our audit committee $1,000 (rather than $500) for each meeting of the audit committee he or she
attends. In addition, we have reserved 1,000,000 shares of common stock for future issuance upon the exercise of
stock options granted to the non-employee directors pursuant to our Director Option Plan (as defined below). It is
our policy to grant to each of our non-employee directors an option to purchase 3,000 shares of common stock at
$12.00 per share upon their initial election as a director and upon each reelection as a director. The options become
exercisable one year after the date of grant. We have also reserved 1,000,000 shares of common stock for future
issuance upon the exercise of warrants to be granted to the non-employee directors pursuant to our Director Warrant
Plan (as defined below). All directors receive reimbursement of reasonable out-of-pocket expenses incurred in
connection with attendance at meetings of our board of directors. If a director is also an employee of Behringer
Harvard REIT I or Behringer Advisors or their affiliates, we do not pay compensation for services rendered as a
director.

Non-Employee Director Stock Option Plan

The Behringer Harvard REIT I Non-Employee Director Stock Option Plan (Director Option Plan) was
approved by our board of directors and stockholders on June 26, 2002. As of December 31, 2004, options to acquire
3,000 shares of our common stock had been granted under such plan to each of Messrs. Dannis, Partridge and
Witten. These options were granted on May 27, 2004 with an exercise price of $12.00 per share and vest on
May 27, 2005. A total of 1,000,000 shares have been authorized and reserved for issuance under our Director
Option Plan.

The purpose of our Director Option Plan is to promote our interests by providing directors who are not
employees of Behringer Harvard REIT I or Behringer Advisors or their affiliates the opportunity to purchase our
shares in order to attract and retain these directors. Options granted under our Director Option Plan provide these
directors with an incentive to increase the value of our shares and a stake in our future that corresponds to the stake
of each of our stockholders.

Our Director Option Plan is administered by our board of directors, which may delegate such authority to
the compensation committee of the board. The Director Option Plan authorizes our board of directors to grant non-
qualified stock options to selected members of our board of directors who are not employees of Behringer Harvard
REIT I or Behringer Advisors or their affiliates subject to the absolute discretion of the board and the applicable
limitations of the Director Option Plan. We intend to grant options under our Director Option Plan to each
qualifying director when such person becomes a qualified director and thereafter annually upon reelection.
However, no grant will be made under the plan if such grant would cause the director to exceed the 10% ownership
limit described below in the section captioned “— Provisions Applicable to Our Director Option Plan, Director
Warrant Plan and Employee Option Plan,” in which case the grant will be delayed. Annual grants are expected to be
made on the date of each annual stockholder meeting in which the respective non-employee director is re-elected.
The exercise price for the options granted under our Director Option Plan initially will be $12.00 per share. It is
intended that the exercise price for future options granted under our Director Option Plan will be at least 120% of
the fair market value of our common stock as of the date that the option is granted.

Options granted under our Director Option Plan are evidenced by a stock option agreement, which contains
such terms and provisions as our board of directors deems appropriate except as otherwise specified in the Director
Option Plan. We currently intend that options granted under the Director Option Plan will become exercisable on
the first anniversary of the date of grant. Options granted under our Director Option Plan will lapse and no longer
be exercisable on the first to occur of (1) the fifth anniversary of the date they are granted, (2) immediately
following the date the director ceases to be a director for cause, (3) three months following the date the director
ceases to be a director for any reason other than for cause or as a result of death or disability, or (4) one year
following the date the director ceases to be a director by reason of death or disability. Options granted under the
Director Option Plan may be exercised by payment of cash or through the delivery of shares of our common stock
with a fair market value equal to the exercise price to be paid. No options issued under our Director Option Plan
may be exercised if such exercise would jeopardize our status as a REIT under the Internal Revenue Code.

An option issued under our Director Option Plan will not be transferable or assignable except by will or by
the laws of descent and distribution, and, unless otherwise provided in the option agreement, an option may also be
transferred by an option holder as a bona fide gift (i) to a spouse, lineal descendant or lineal ascendant, siblings and
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children by adoption, (ii) to a trust for the sole benefit of one or more individuals described in clause (i), or (iii) to a
partnership of which the only partners are one or more individuals described in clause (i). In the event that an option
holder is incapacitated and unable to exercise the option, such option may be exercised by such option holder’s legal
guardian, legal representative or other representative whom our board of directors deems appropriate based on
applicable facts and circumstances.

Non-Employee Director Warrant Plan

The Behringer Harvard REIT I Non-Employee Director Warrant Plan (Director Warrant Plan) was
approved by our board of directors and stockholders on June 26, 2002. A total of 1,000,000 shares of our common
stock have been authorized and reserved for issuance under our Director Warrant Plan.

The purpose of our Director Warrant Plan is to promote our interests by encouraging our directors who are
not employees of Behringer Harvard REIT I or Behringer Advisors or their affiliates to purchase shares by providing
an incentive to increase the value of our shares and a stake in our future that corresponds to the stake of each of our
stockholders.

Our Director Warrant Plan is administered by our board of directors, who may delegate such authority to a
committee of the board. The Director Warrant Plan provides for the issuance of warrants to purchase shares of our
common stock to non-employee directors based on the number of shares of common stock that they purchase during
a purchase period that begins on the effective date of the Director Warrant Plan and ends on the earlier of (1) the
termination of the Director Warrant Plan by action of our board of directors or otherwise, or (2) 5:00 p.m. EST on
the date of listing of our shares for trading on a national securities exchange or for quotation on The Nasdaq Stock
Market. Under the Director Warrant Plan, each director who is not an employee of Behringer Harvard REIT I or
Behringer Advisors or their affiliates will automatically receive a warrant to purchase one share of our common
stock for every 25 shares of our common stock that he or she purchases during the purchase period. The exercise
price of the warrants will initially be $12.00 per share, and thereafter the exercise price shall be equal to 120% of the
fair market value of the common stock.

Warrants granted under our Director Warrant Plan will be evidenced by a stock warrant agreement, and
shall contain such terms and provisions as our board of directors deem appropriate except as otherwise specified in
our Director Warrant Plan. Although as of this date we have not granted any warrants under our Director Warrant
Plan, we currently intend that warrants granted under our Director Warrant Plan will be immediately exercisable and
will lapse and no longer be exercisable on the first to occur of (1) the fifth anniversary of the date they are granted,
(2) immediately following the date the director ceases to be a director for cause, or (3) one year following the date
the director ceases to be a director for any other reason (including death or disability). Warrants granted under the
Director Warrant Plan may be exercised by payment of cash, through the delivery of shares of common stock with a
fair market value equal to the exercise price to be paid, or by a combination of both. No warrants issued under the
Director Warrant Plan may be exercised if such exercise would jeopardize our status as a REIT under the Internal
Revenue Code.

2002 Employee Stock Option Plan

The Behringer Harvard REIT I 2002 Employee Stock Option Plan (Employee Option Plan) was approved
by our board of directors and stockholders on June 26, 2002. A total of 10,000,000 shares have been authorized and
reserved for issuance under our Employee Option Plan, and as of December 31, 2004, no options have been granted
pursuant to our Employee Option Plan.

The purpose of our Employee Option Plan is to enable us and our advisor, Behringer Advisors, and our
property manager, HPT Management, to obtain or retain the services of employees considered essential to our long-
term success by offering such employees an opportunity to participate in our growth through ownership of our
common stock.

Our Employee Option Plan is administered by our board of directors, who may delegate such authority to
the compensation committee of the board. Our Employee Option Plan authorizes the board to grant incentive stock
options, if applicable, and/or non-qualified stock options to selected employees of Behringer Harvard REIT I, of
Behringer Advisors and/or of HPT Management, subject to the absolute discretion of a committee authorized by the
board of directors and the applicable limitations of our Employee Option Plan. The exercise price for the options
granted under our Employee Option Plan initially will be $12.00 per share, and the exercise price for future options
granted under our Employee Option Plan will be no less than 120% of the fair market value of the common stock.
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Options granted under our Employee Option Plan will be evidenced by a stock option agreement, which
shall contain such terms and provisions as our board of directors deems appropriate except as otherwise specified in
our Employee Option Plan. Our board of directors shall set the period during which the right to exercise an option
vests in the holder of the option. Although as of this date we have not granted any options under our Employee
Option Plan, we currently intend that options granted under our Employee Option Plan will become exercisable on
the later of (i) the day following the termination of this offering, or (ii) the first anniversary of the date of grant.
Options granted under our Employee Option Plan will lapse and no longer be exercisable on the first to occur of
(1) the fifth anniversary of the date they are granted, (2) immediately following the date the employee ceases to be
an employee for cause, (3) three months following the date the employee ceases to be a employee for any reason
other than cause or death or disability, or (4) one year following the date the employee ceases to be an employee by
reason of death or disability. Options granted under our Employee Option Plan may be exercised by payment of
cash, through the delivery of shares of common stock with a fair market value equal to the exercise price to be paid,
or by a combination of both. No options issued under our Employee Option Plan may be exercised if such exercise
would jeopardize our status as a REIT under the Internal Revenue Code.

An option issued under our Employee Option Plan will not be transferable or assignable except by will or
by the laws of descent and distribution unless otherwise provided in the option agreement. Unless the option is an
incentive stock option, an option may also be transferred by an option holder as a bona fide gift (i) to a spouse, lineal
descendant or lineal ascendant, siblings and children by adoption, (ii) to a trust for the sole benefit of one or more
individuals described in clause (i), or (iii) to a partnership of which the only partners are one or more individuals
described in clause (i). In the event that an option holder is incapacitated and unable to exercise the option, such
option may be exercised by such option holder’s legal guardian, legal representative, or other representative whom
our board of directors deems appropriate based on applicable facts and circumstances.

Provisions Applicable to Our Director Option Plan, Director Warrant Plan and Employee Option Plan

In no event shall an option or warrant be granted to a director or executive officer if the shares available for
purchase subject to such grant, when added to all other shares available for purchase and all other shares purchased
pursuant to other issued and outstanding options or warrants, would exceed 10% of the issued and outstanding
shares of common stock determined as of the date of grant of such option or warrant. Except as otherwise provided
in an option agreement or a warrant agreement, if a change of control occurs and the agreements effectuating the
change of control do not provide for the assumption or substitution of all options and/or warrants granted under our
Director Option Plan, Director Warrant Plan or Employee Option Plan, as applicable, options and warrants granted
under the non-assumed plans shall terminate and be forfeited immediately upon the occurrence of the change of
control. However, the board in its sole and absolute discretion, may, with respect to any or all of such options or
warrants, take any or all of the following actions to be effective as of the date of the change of control (or as of any
other date fixed by the board occurring within the 30-day period immediately preceding the date of the change of
control, but only if such action remains contingent upon the change of control), such date being referred to herein as
the “Action Effective Date”:

e accelerate the vesting and/or exercisability of the non-assumed option or warrant; and/or
e unilaterally cancel such non-assumed option or warrant in exchange for:

— whole and/or fractional shares (or for whole shares and cash in lieu of any fractional share) or
whole and/or fractional shares of a successor (or for whole shares of a successor and cash in lieu of
any fractional share) which, in the aggregate, are equal in value to the excess of the fair market
value of the shares that could be purchased subject to such non-assumed option or warrant
determined as of the Action Effective Date (taking into account vesting) over the aggregate exercise
price for such shares; or

— cash or other property equal in value to the excess of the fair market value of the shares that could
be purchased subject to such non-assumed option or warrant determined as of the Action Effective
Date (taking into account vesting) over the aggregate exercise price for such shares; and/or,

e unilaterally cancel such non-assumed option or warrant after providing the holder of such option or
warrant with (1) an opportunity to exercise such non-assumed option or warrant to the extent vested
within a specified period prior to the date of the change of control, and (2) notice of such opportunity
to exercise prior to the commencement of such specified period.
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If the number of our outstanding shares is changed into a different number or kind of shares or securities
through a reorganization or merger in which we are the surviving entity, or through a combination, recapitalization
or otherwise, an appropriate adjustment will be made in the number and kind of shares that may be issued pursuant
to exercise of options or warrants granted under our Director Option Plan, Director Warrant Plan or Employee
Option Plan. A corresponding adjustment to the exercise price of such options granted prior to any change will also
be made. Any such adjustment, however, will not change the total payment, if any, applicable to the portion of the
options or warrants not exercised, but will change only the exercise price for each share.

Fair market value for purposes of our Director Option Plan, Director Warrant Plan and Employee Option
Plan is defined generally to mean:

e the average closing sale price for the five consecutive trading days ending on such date, if the shares
are traded on a national stock exchange;

o the average of the high bid and low asked prices on such date, if the shares are quoted on The Nasdaq
Stock Market;

e the per share offering price of our common stock, if there is a current public offering and the shares are
not traded or listed as provided above; or

e the fair market value as determined by our board of directors.
Limited Liability and Indemnification of Directors, Officers, Employees and Other Agents

We are permitted to limit the liability of our directors, officers, employees and other agents, and to
indemnify them, only to the extent permitted by Maryland law and the NASAA REIT Guidelines.

Our charter contains a provision that eliminates directors’ and officers’ liability to the maximum extent
permitted by Maryland law. Maryland law permits us to include in our charter a provision limiting the liability of
our directors and officers to us and our stockholders for money damages, except for liability resulting from (i) actual
receipt of an improper benefit or profit in money, property or services or (ii) active and deliberate dishonesty
established by a final judgment and which is material to the cause of action. The Maryland General Corporation
Law requires us (unless our charter provides otherwise, which our charter does not) to indemnify a director or
officer who has been successful in the defense of any proceeding to which he is made or threatened to be made a
party by reason of his service in that capacity. The Maryland General Corporation Law allows directors and officers
to be indemnified against judgments, penalties, fines, settlements and expenses actually incurred in a proceeding
unless the following can be established:

e an act or omission of the director or officer was material to the cause of action adjudicated in the
proceeding and was committed in bad faith or was the result of active and deliberate dishonesty;

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

e with respect to any criminal proceeding, the director or officer had reasonable cause to believe his act
or omission was unlawful; or

e ina proceeding by us or on our behalf, the director or officer was adjudged to be liable to us, in which
case indemnification is limited to expenses.

This provision does not reduce the exposure of directors and officers to liability under federal or state
securities laws, nor does it limit the stockholders’ ability to obtain injunctive relief or other equitable remedies for a
violation of a director’s or an officer’s duties to us, although the equitable remedies may not be an effective remedy
in some circumstances.

In addition to the above provisions of the Maryland General Corporation Law, and as set forth in the
NASAA REIT Guidelines, our charter further limits our ability to indemnify and hold harmless our directors, our
officers, our employees, our agents, Behringer Advisors and our affiliates for losses arising from our operation by
requiring that the following additional conditions are met:

o the directors, the officers, the employees, the agents, Behringer Advisors or our affiliates have
determined, in good faith, that the course of conduct that caused the loss or liability was in our best
interests;
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o the directors, the officers, the employees, the agents, Behringer Advisors or our affiliates were acting
on our behalf or performing services for us;

e in the case of non-independent directors, Behringer Advisors or our affiliates, the liability or loss was
not the result of negligence or misconduct by the party seeking indemnification;

e in the case of independent directors, the liability or loss was not the result of gross negligence or
willful misconduct by the party seeking indemnification; and

e the indemnification or agreement to hold harmless is recoverable only out of our net assets and not
from the stockholders.

We have agreed to indemnify and hold harmless Behringer Advisors and its affiliates performing services
for us from specific claims and liabilities arising out of the performance of its obligations under the advisory
agreement. As a result, our stockholders and we may be entitled to a more limited right of action than they and we
would otherwise have if these indemnification rights were not included in the advisory agreement.

The general effect to investors of any arrangement under which any of our controlling persons, directors or
officers are insured or indemnified against liability is a potential reduction in distributions resulting from our
payment of premiums associated with insurance. In addition, indemnification could reduce the legal remedies
available to us and our stockholders against the officers and directors.

The Securities and Exchange Commission takes the position that indemnification against liabilities arising
under the Securities Act of 1933, as amended (Securities Act), is against public policy and unenforceable.
Indemnification of our directors, officers, employees, agents, advisor or affiliates and any persons acting as a
broker-dealer or authorized representative will not be allowed for liabilities arising from or out of a violation of state
or federal securities laws, unless one or more of the following conditions are met:

e there has been a successful adjudication on the merits of each count involving alleged securities law
violations;

e such claims have been dismissed with prejudice on the merits by a court of competent jurisdiction; or

e acourt of competent jurisdiction approves a settlement of the claims against the indemnitee and finds
that indemnification of the settlement and the related costs should be made, and the court considering
the request for indemnification has been advised of the position of the Securities and Exchange
Commission and of the published position of any state securities regulatory authority in which our
securities were offered as to indemnification for violations of securities laws.

Our charter provides that the advancement of our funds to our directors, officers, employees, agents,
advisor or affiliates for legal expenses and other costs incurred as a result of any legal action for which
indemnification is being sought is permissible only if all of the following conditions are satisfied: (i) the legal action
relates to acts or omissions with respect to the performance of duties or services on behalf of us; (ii) our directors,
officers, employees, agents, advisor or affiliates provide us with written affirmation of their good faith belief that
they have met the standard of conduct necessary for indemnification; (iii) the legal action is initiated by a third-party
who is not a stockholder or, if the legal action is initiated by a stockholder acting in his or her capacity as such, a
court of competent jurisdiction specifically approves such advancement; and (iv) our directors, officers, employees,
agents, advisor or affiliates agree in writing to repay the advanced funds to us together with the applicable legal rate
of interest thereon, in cases in which such directors, officers, employees, agents, advisor or affiliates are found not to
be entitled to indemnification.

Indemnification will be allowed for settlements and related expenses of lawsuits alleging securities laws
violations and for expenses incurred in successfully defending any lawsuits, provided that a court either:

e approves the settlement and finds that indemnification of the settlement and related costs should be
made; or

o dismisses with prejudice or there is a successful adjudication on the merits of each count involving
alleged securities law violations as to the particular indemnitee and a court approves the
indemnification.
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The Advisor

Our advisor is Behringer Advisors. Some of our officers and directors are also officers and directors of
Behringer Advisors. Behringer Advisors has contractual responsibility to us and our stockholders pursuant to the
advisory agreement.

The executive officers of Behringer Advisors are as follows:

Name Age Position

Robert M. Behringer 56  President

Robert S. Aisner 58  Chief Operating Officer

Gerald J. Reihsen, Il 45  Executive Vice President — Corporate Development and Legal and Secretary
Gary S. Bresky 38  Chief Financial Officer and Treasurer

M. Jason Mattox 29  Senior Vice President

The backgrounds of Messrs. Behringer, Aisner, Reihsen, Bresky and Mattox are described in the
“— Executive Officers and Directors” section above.

Behringer Advisors employs personnel, in addition to the executive officers listed above, who have
extensive experience in selecting and managing commercial properties similar to the properties sought to be
acquired by us.

The Advisory Agreement

Many of the services that are performed by Behringer Advisors in managing our day-to-day activities are
summarized below. This summary is provided to illustrate the material functions that Behringer Advisors performs
for us as our advisor, and it is not intended to include all of the services that may be provided to us by third parties.
Under the terms of the advisory agreement, it is the duty of Behringer Advisors undertakes to use its best efforts to
present to us investment opportunities consistent with our investment policies and objectives as adopted by our
board of directors. In its performance of this undertaking, Behringer Advisors, either directly or indirectly by
engaging an affiliate, is required to, subject to the authority of the board:

¢ find, evaluate, present and recommend to us investment opportunities consistent with our investment
policies and objectives;

e structure the terms and conditions of transactions pursuant to which acquisitions of properties and
other investments will be made;

e acquire properties and make and invest in mortgage loans and other investments on our behalf in
compliance with our investment objectives and policies;

e arrange for financing and refinancing of properties and other investments;
e enter into leases and service contracts for the properties and other investments acquired; and

e service or enter into contracts for servicing our mortgage loans.

The term of the current advisory agreement ends on its first anniversary and may be renewed for an
unlimited number of successive one-year periods. It is the duty of our board of directors to evaluate the
performance of our advisor before entering into or renewing an advisory agreement. The criteria used in such
evaluation must be reflected in the minutes of such meeting. Our advisory agreement will automatically terminate
upon any listing of our shares for trading on a national securities exchange or for quotation on The Nasdaq Stock
Market. In addition, either party may terminate the advisory agreement immediately upon a change of control of us,
or upon 60 days’ written notice without penalty. If we elect to terminate the agreement, we must obtain the approval
of a majority of our independent directors. In the event of the termination of our advisory agreement, our advisor is
required to cooperate with us and take all reasonable steps requested by us to assist our board of directors in making
an orderly transition of the advisory function.

Behringer Advisors and its officers, employees and affiliates expect to continue to engage in other business
ventures and, as a result, their resources will not be dedicated exclusively to our business. However, pursuant to the
advisory agreement, Behringer Advisors must devote sufficient resources to our administration to discharge its

63



obligations. Behringer Advisors may assign the advisory agreement to an affiliate upon approval of a majority of
our independent directors. We may assign or transfer the advisory agreement to a successor entity.

Behringer Advisors may not make any acquisition of property, finance any such acquisition or make or
invest in any mortgage loan or other investment on our behalf without the prior approval of our board of directors,
including a majority of our independent directors. The actual terms and conditions of transactions involving our
investments will be determined in the sole discretion of Behringer Advisors, subject at all times to such board
approval.

We will reimburse Behringer Advisors for all of the costs it incurs in connection with the services it
provides to us, including, but not limited to:

e organization and offering expenses in an amount up to 2% of gross offering proceeds (not including
any proceeds from the sale of shares pursuant to our distribution reinvestment plan, with respect to
which no reimbursement of organizational and offering expenses will be made), which include actual
legal, accounting, printing and expenses attributable to preparing the registration statement,
qualification of the shares for sale in the states and filing fees incurred by Behringer Advisors or its
affiliates, as well as reimbursements for marketing, salaries and direct expenses of their employees
while engaged in registering and marketing the shares and other marketing and organization costs,
other than selling commissions and the dealer manager fee;

o the actual cost of goods, services and materials used by us and obtained from entities not affiliated with
Behringer Advisors, including brokerage fees paid in connection with the purchase and sale of
securities; and

e acquisition expenses, which are defined to include expenses related to the selection and acquisition of
properties and making and investing in mortgage loans, in an amount equal to 0.5% of the contract
purchase price of each asset or, with respect to the making of a mortgage loan, up to 0.5% of the funds
advanced.

Generally, we will not reimburse our advisor for any amount by which its operating expenses (including the
asset management fee) at the end of the four immediately preceding fiscal quarters exceed the greater of: (i) 2% of
our average invested assets for that period, or (ii) 25% of our net income, before any additions to or allowances for
reserves for depreciation, bad debts or other similar non-cash reserves and before any gain from the sale of our
assets, for that period. To the extent we may already have reimbursed our advisor for such excess operating
expenses, our advisor will be required to repay such amount to us. However, to the extent that operating expenses
payable or reimbursable by us exceed this limit and the independent directors determine that the excess expenses
were justified based on unusual and nonrecurring factors that they deem sufficient, Behringer Advisors may be
reimbursed in future years for the full amount of the excess expenses, or any portion thereof, but only to the extent
the reimbursement would not cause our operating expenses to exceed the limitation in any year. Within 60 days
after the end of any fiscal quarter for which total operating expenses for the 12 months then ended exceed the
limitation, the stockholders will receive a written disclosure, together with an explanation of the factors the
independent directors considered in arriving at the conclusion that the excess expenses were justified. If the
independent directors do not determine that such excess expenses were justified, Behringer Advisors will reimburse
us, at the end of the 12-month period, the amount by which the aggregate expenses exceeded the limitation. We will
not reimburse Behringer Advisors or its affiliates for services for which Behringer Advisors or its affiliates are
entitled to compensation in the form of a separate fee.

Behringer Advisors will be paid fees in connection with services provided to us. Behringer Advisors
generally will be entitled to receive all accrued but unpaid compensation and expense reimbursements from us in
cash within 30 days of the date of termination of the advisory agreement and, in some circumstances, will also be
paid either a listing fee or a performance fee from future net proceeds from the disposition of our assets. See
“— Management Compensation” below.

Stockholdings

As of January 14, 2005, approximately 14,116,847 shares of our common stock were issued and
outstanding. Behringer Harvard Holdings contributed $200,000 to acquire 20,000 shares in our initial formation.
Our subsidiary, BHR Partners, owns 17,000 limited partnership units of Behringer Harvard OP I, our operating
partnership, for which it has contributed $170,000 and which constitutes 99.9% of the limited partner units
outstanding as of the date of this prospectus. Behringer Harvard Holdings and BHR Partners may not sell any of
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these securities during the period Behringer Advisors serves as our advisor, except for sales to their affiliates. In
addition, any resale of these securities and the resale of any such securities that may be acquired by our affiliates are
subject to the provisions of Rule 144 promulgated under the Securities Act, which rule limits the number of shares
that may be sold at any one time and the manner of such resale. Although Behringer Harvard Holdings and its
affiliates are not prohibited from acquiring additional shares, it has no options or warrants to acquire any additional
shares and has no current plans to acquire additional shares. Behringer Harvard Holdings has agreed to abstain from
voting any shares it now owns or hereafter acquires in any vote for the election of directors subsequent to the initial
acceptance of subscriptions for the purchase of shares in this offering or any vote regarding the approval or
termination of any contract with Behringer Advisors or any of its affiliates. For a more general discussion of
Behringer Harvard OP I, see the section of this prospectus captioned “The Operating Partnership Agreement.”

Affiliated Companies
Property Manager

Our properties will be managed and leased initially by HPT Management, our property manager. IMS is
the sole general partner, and Behringer Harvard Partners is the sole limited partner, of HPT Management, and
Behringer Harvard Holdings is the sole owner of each of IMS and Behringer Harvard Partners. Mr. Behringer is the
Chief Executive Officer of each of Behringer Harvard Holdings, IMS, Behringer Harvard Partners and HPT
Management and the sole manager of IMS and Behringer Harvard Partners. See “Conflicts of Interest.” The
principal officers of HPT Management are as follows:

Name Age Positions

Robert M. Behringer 56  Chief Executive Officer

Robert S. Aisner 58  President

Gerald J. Reihsen, Il 45  Executive Vice President — Corporate Development and Legal and Secretary
Gary S. Bresky 38  Chief Financial Officer and Treasurer

M. Jason Mattox 29  Senior Vice President

Jon L. Dooley 53  Senior Vice President — Asset Acquisition and Management

Terry Kennon 57  Vice President — Portfolio Management

HPT Management is engaged in the business of real estate management. It was organized and commenced
active operations in 2001 to lease and manage real estate projects, including projects that Behringer Advisors and its
affiliates operate or in which they own an interest. As of December 31, 2004, HPT Management (together with its
subsidiary, Behringer Harvard TIC Management Services LP) was managing in excess of three million square feet
of office buildings for real estate programs sponsored by Mr. Behringer. We pay HPT Management property
management fees of 3% of gross revenues plus leasing commissions based upon the customary leasing commission
applicable to the geographic location of the property.

In the event that HPT Management assists a tenant with tenant improvements, a separate construction
management fee may be charged to the tenant and paid by the tenant. This fee will not exceed 5% of the cost of the
tenant improvements.

HPT Management currently intends to subcontract most on-site property management duties to other
management companies with experience in the applicable markets that will also be authorized to lease our properties
consistent with the leasing guidelines promulgated by our advisor. Currently, HPT Management subcontracts the
majority of its on-site property management duties to Trammell Crow Company. In its capacity as subcontractor for
on-site property management, Trammell Crow performs most of the day-to-day, on-site property management
services. HPT Management nonetheless continues to closely supervise any subcontracted, on-site property
managers. In addition, HPT Management remains directly involved in many property management activities
including, leasing decisions, budgeting, tenant relations (especially national tenant relations), vendor relations
(especially national vender relations), selection and provision of professional services and their providers (i.e.,
accounting, legal, and banking services), and general property level problem solving. To the extent HPT
Management directly performs on-site management, it will hire, direct and establish policies for employees who will
have direct responsibility for such property’s operations, including resident managers and assistant managers, as
well as building and maintenance personnel. For any properties for which the on-site management is subcontracted,
HPT Management has the right to and will approve all personnel of such subcontractor and establish policies for
such properties’ operations. Some or all of the other employees may be employed on a part-time basis and may also
be employed by one or more of:
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e HPT Management;
e subsidiaries of and partnerships organized by HPT Management and its affiliates; and

e other persons or entities owning properties managed by HPT Management.

HPT Management will also direct the purchase of equipment and supplies and will supervise all
maintenance activity.

The management fees to be paid to HPT Management will cover, without additional expense to us, the
property manager’s general overhead costs such as its expenses for rent and utilities. Our property management
agreement with HPT Management has an initial term of seven years ending February 11, 2012, and is subject to
successive seven-year renewals unless HPT Management provides written notice of its intent to terminate 30 days
prior to the expiration of the initial or renewal term. We may also terminate the agreement upon 30 days’ prior
written notice in the event of willful misconduct, gross negligence or deliberate malfeasance by the property
manager.

Notwithstanding the foregoing, we may, under the circumstances set forth in our property management
agreement with HPT Management, retain a third-party to provide leasing services with respect to our properties. If
we retain a third-party to provide leasing services with respect to our properties, we will have no obligation to pay
HPT Management leasing fees to the extent that such leasing services are required to be provided by the third-party.

On May 30, 2003, Behringer Harvard Holdings, which currently owns 20,000 of our issued and outstanding
shares, and which, indirectly, controls Behringer Advisors, our advisor, received a $1 million working capital loan
from Trammell Crow Services, Inc., a Delaware corporation (Trammell Crow). Behringer Harvard Holdings has
applied the proceeds of this loan to its working capital needs, including funding obligations of Behringer Advisors to
us in connection with our operations. Simultaneously with Behringer Harvard Holdings’ execution of the loan
agreement with Trammell Crow, we entered into an agreement with Trammell Crow, engaging Trammell Crow to
provide leasing and disposition services for certain of our properties. HPT Management also entered into an
agreement with Trammell Crow pursuant to which Trammell Crow is performing certain of the management
obligations that HPT Management agreed to provide pursuant to our property management agreement with HPT
Management, which permits HPT Management to subcontract with third parties to provide these services. We may,
but are not required to, engage Trammell Crow to provide leasing and disposition services for certain of our
properties.

The principal office of HPT Management is located at 15601 Dallas Parkway, Suite 600, Addison, Texas
75001.

Dealer Manager

Behringer Securities, our dealer manager, is a member firm of the National Association of Securities
Dealers, Inc. (NASD). Behringer Securities was organized in December 2001 for the purpose of participating in and
facilitating the distribution of securities of Behringer Harvard sponsored programs.

Behringer Securities will provide certain wholesaling, sales, promotional and marketing assistance services
to us in connection with the distribution of the shares offered pursuant to this prospectus. It may also sell a limited
number of shares at the retail level. Behringer Securities intends to reallow the selling commissions to participating
broker-dealers. No additional fees beyond the dealer manager fee of 2% of the gross proceeds of this offering will
be paid to Behringer Securities for wholesaling services (no dealer manager fee will be paid with respect to sales of
shares pursuant to our distribution reinvestment plan). See “— Management Compensation” below and “Plan of
Distribution.”

Harvard Property Trust, LLC (which is not related to Harvard Property Trust, Inc., the recently liquidated
REIT founded by Mr. Behringer) is the sole general partner, and Behringer Harvard Partners is the sole limited
partner, of Behringer Securities, and Behringer Harvard Holdings is the sole owner of each of Harvard Property
Trust, LLC and Behringer Securities. Mr. Behringer is the Chief Executive Officer of each of Harvard Property
Trust, LLC, Behringer Harvard Partners and Behringer Securities and the sole manager of Behringer Harvard
Partners. See “Conflicts of Interest.” The principal officers of Behringer Securities are as follows:
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Name Age  Positions

Robert M. Behringer 56 Chief Executive Officer

Gerald J. Reihsen, IIT 45 President

Jeffrey S. Schwaber 42 Executive Vice President — National Sales Director
Gary S. Bresky 38 Chief Financial Officer and Treasurer

M. Jason Mattox 29 Vice President and Secretary

Management Decisions

The primary responsibility for the management decisions of Behringer Advisors and its affiliates will reside
with Robert M. Behringer, Robert S. Aisner, Gerald J. Reihsen, III, Gary S. Bresky and M. Jason Mattox.
Behringer Advisors seeks to invest in commercial properties that satisfy our investment objectives, typically
institutional quality office and other commercial properties in highly desirable locations in markets with barriers to
entry and limited potential for new development. Our board of directors, including a majority of our independent
directors, must approve all acquisitions of real estate properties. Our advisor may also recommend that we invest in
real estate-related loans and other investments, if it deems doing so to be in our best interest.

Management Compensation

Although we have executive officers who will manage our operations, we do not have any paid employees.
We will pay each of our non-employee directors $1,250 per month plus $500 for each board and committee meeting
the director attends ($1,000 per audit committee meeting attended in the case of the chairman of the audit
committee). Additionally, we will issue options to our non-employee directors each year. See the “— Compensation
of Directors” section above. The following table summarizes and discloses all of the compensation and fees,
including reimbursement of expenses, to be paid by us to Behringer Advisors and its affiliates during the various
phases of our organization and operation.

Type of
Compensation—To Estimated Maximum
Whom Paid Form of Compensation Dollar Amount (1)
Offering Stage
Selling Commissions — | Up to 7% of gross offering proceeds (1% for purchases under | $57,520,000
Behringer Securities our distribution reinvestment plan) before reallowance of
commissions earned by participating broker-dealers.
Behringer Securities intends to reallow 100% of commissions
earned to participating broker-dealers.
Dealer Manager Fee — Up to 2% of gross offering proceeds (no dealer manager fee $ 16,000,000
Behringer Securities will be paid with respect to purchases under our distribution
reinvestment plan) before reallowance to participating
broker-dealers. Behringer Securities may reallow a portion
of its dealer manager fee in an aggregate amount up to 1.5%
of the gross offering proceeds to such participating broker-
dealers as marketing fees and expenses, including bona fide
conference fees and bona fide due diligence expenses
incurred; however no reallowance will be made in respect of
sales under our distribution reinvestment plan.
Reimbursement of Up to 2% of gross offering proceeds (no organization and $ 16,000,000
Organization and offering expenses will be paid with respect to purchases
Offering Expenses — under our distribution reinvestment plan). All organization
Behringer Advisors or and offering expenses (excluding selling commissions and
its affiliates (2) the dealer manager fee) will be advanced by Behringer
Advisors or its affiliates and reimbursed by us up to 2% of
gross offering proceeds (no organization and offering
expenses will be paid with respect to purchases under our
distribution reinvestment plan).
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Type of
Compensation—-To

Estimated Maximum

Whom Paid Form of Compensation Dollar Amount (1)
Acquisition and Development Stage
Acquisition and 2.5% of the contract purchase price of each asset for the $20,732,692
Advisory Fees — acquisition, development or construction of real property or,
Behringer Advisors or with respect to any loan, 2.5% of the funds advanced in
its affiliates (3) (4) respect of a loan or other investment.
Acquisition Expenses — | Up to 0.5% of the contract purchase price of each asset or, $ 4,146,538

Behringer Advisors or
its affiliates (3) (4)

with respect to a mortgage, up to 0.5% of the funds advanced,
for reimbursement of expenses related to making such
investment, such as legal fees, travel expenses, property
appraisals, nonrefundable option payments, accounting fees
and title insurance premium expenses.

Debt Financing Fee —
Behringer Advisors or
its affiliates

1% of the amount available under any debt made available to
us. It is anticipated that our advisor will pay some or all of
the fees to third parties with whom it subcontracts to
coordinate financing for us.

Actual amounts are
dependent upon the
amount of any debt
financed and therefore
cannot be determined at
the present time.

Operational Stage

Property Management
and Leasing Fees —
HPT Management

For the management and leasing of our properties, we will
pay HPT Management, our property manager, property
management and leasing fees equal to 3% of gross revenues
plus leasing commissions based upon the customary leasing
commission applicable to the geographic location of
property. Our property manager may subcontract its duties
for a fee that may be less than the fee provided for in the
property management agreement.

Actual amounts are
dependent upon gross
revenues of specific
properties and actual
management fees or
property management
fees and customary
leasing fees and
therefore cannot be
determined at the
present time.

Asset Management Fee
— Behringer Advisors or
its affiliates (5)

We pay an annual asset management fee of 1% of aggregate
assets value. The fee is payable monthly in an amount equal
to one-twelfth of 1% of aggregate assets value as of the last
day of the immediately preceding month.

Actual amounts are
dependent upon
aggregate asset value
and therefore cannot be
determined at the
present time.

Subordinated
Disposition Fee —
Behringer Advisors or
its affiliates

If our advisor provides a substantial amount of services, as
determined by our independent directors, in connection with
the sale of one or more properties, we will, upon satisfaction
of certain conditions, pay our advisor an amount equal to
(subject to the limitation set forth below): (i) in the case of
the sale of real property, the lesser of: (A) one-half of the
aggregate brokerage commission paid (including the
subordinated disposition fee) or (B) 3% of the sales price of
each property sold, and (ii) in the case of the sale of any asset
other than real property, 3% of the sales price of such assets.
This fee shall not be earned or paid unless and until the
investors have received total distributions (other than the
special 10% stock dividend) in an amount equal to or in
excess of the sum of the aggregate capital contributions by
investors plus a 9% annual, cumulative, non-compounded
return on such capital contributions. Subordinated
disposition fees that are not earned and payable at the date of
sale because such condition has not yet been satisfied will be
a contingent liability of the Company, which will be earned
and paid when the above condition has been satisfied, if ever.

Actual amounts are
dependent upon the
purchase price, cost of
capital improvements
and sales price of
specific properties and
therefore cannot be
determined at the
present time.
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Type of
Compensation—-To

Estimated Maximum

Whom Paid Form of Compensation Dollar Amount (1)
Operational Stage
Subordinated Behringer Advisors will receive, subject to satisfaction of the | Actual amounts are

Participation in Net Sale
Proceeds — Behringer
Advisors or its
Affiliates (6)

condition outlined below, a fee equal to 15% of net sale
proceeds less the amount that our debt for borrowed money
exceeds the aggregate book value of our remaining assets.
Such fees will not be earned or paid unless and until investors
have received distributions (other than the special 10% stock
dividend) in an amount equal to or in excess of the sum of the
aggregate capital contributions by investors plus a 9% annual,
cumulative, non-compounded return on such capital
contributions. Any such fees that are not earned and payable
at the date of sale because investors have not yet received
their required minimum distributions will be a contingent
liability of the Company, which will be earned and paid at
such time as above condition has been satisfied, if ever.

dependent upon the
amount of net sale
proceeds, debt for
borrowed money and
aggregate book value of
our assets and therefore
cannot be determined at
the present time.

Subordinated Incentive
Listing Fee — Behringer
Advisors or its

Upon the listing our stock for trading on a national securities
exchange or for quotation on The Nasdaq Stock Market, a fee
equal to up to 15% of the amount, if any, by which (A) the

Actual amounts are
dependent upon the
market value of our

Affiliates (6) (7) market value of our outstanding stock plus total distributions | outstanding stock at a
paid (other than the special 10% stock dividend) to our later date and therefore
stockholders prior to listing exceeds (B) the sum of the cannot be determined at
aggregate capital contributions by investors plus a 9% annual, | the present time.
cumulative, non-compounded return on such contributions.

The subordinated incentive listing fee will be paid in the form
of an interest bearing promissory note that will be repaid
using the entire net sales proceeds of each sale of property
after the listing of our shares.

Subordinated Upon termination of the advisory agreement between us and | Actual amounts are

Performance Fee our advisor, other than termination by us because of a dependent upon our

(payable upon material breach of the advisory agreement by the advisor or going concern value

termination of the
advisory agreement) —
Behringer Advisors or
its Affiliates (8)

due to a change of control, a performance fee of up to 15% of
the amount, if any, by which (A) our going concern value
based on the actual value of our assets less our indebtedness
at the time of such termination plus total distributions paid
(other than the special 10% stock dividend) to our
stockholders through the termination date exceeds (B) the
sum of the aggregate capital contributions by investors plus a
9% annual, cumulative, non-compounded return on such
capital contributions. The subordinated performance fee will
be paid in the form of an interest bearing promissory note that
will be repaid using the entire net sales proceeds of each sale
of property after the date of termination. No subordinated
performance fee will be paid if we have already paid the
advisor a subordinated incentive listing fee.

based on the actual
value of our assets and
our indebtedness at the
time of the termination
of the advisory
agreement and therefore
cannot be determined at
the present time.
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Type of
Compensation—-To

Estimated Maximum

Whom Paid Form of Compensation Dollar Amount (1)
Operational Stage
Subordinated Upon termination of the advisory agreement between us and | Actual amounts are
Performance Fee our advisor because of a change of control, a performance fee | dependent upon our
(payable upon of up to 15% of the amount, if any, by which (A) our going going concern value

termination of the
advisory agreement
upon a change of
control) — Behringer
Advisors or its
Affiliates

concern value based on the actual value of our assets less our
indebtedness at the time of such termination, plus total
distributions paid (other than the special 10% stock dividend)
to our stockholders through the termination date exceeds (B)
the sum of the aggregate capital contributions by investors
plus a 9% annual, cumulative, non-compounded return on
such capital. No subordinated performance fee will be paid if
we have already paid the advisor a subordinated incentive
listing fee. The subordinated performance fee will be
reduced or eliminated upon the conversion of our convertible
stock.

based on the actual
value of our assets and
our indebtedness at the
time of the termination
of the advisory
agreement and therefore
cannot be determined at
the present time.

Operating Expenses —
Behringer Advisors (9)

We will reimburse our advisor for all expenses paid or
incurred by our advisor in connection with the services
provided to us, subject to the limitation that we will not
reimburse for any amount by which our operating expenses
(including the asset management fee) at the end of the four
preceding fiscal quarters exceeds the greater of: (A) 2% of
our average invested assets, or (B) 25% of our net income
other than any additions to reserves for depreciation, bad
debts or other similar non-cash reserves and excluding any
gain from the sale of our assets for that period.

Actual amounts are
dependent upon
expenses paid or
incurred and therefore
cannot be determined at
the present time.

(1) The estimated maximum dollar amounts are based on the sale of a maximum of 80,000,000 shares to the public at $10.00
per share and the sale of a maximum of 16,000,000 shares at a maximum of $9.50 per share pursuant to our distribution

reinvestment plan.

(2) These reimbursements will include organization and offering expenses previously advanced by Behringer Advisors with

3)

“)

&)

(6)

(M

regard to the prior offering of our shares, to the extent not reimbursed out of proceeds from the prior offering, and subject to
the .5% of gross offering proceeds limitation in the prior offering. These reimbursements do not include expenses
associated with the organization of our advisor or any other affiliate.

Notwithstanding the method by which we calculate the payment of acquisition and advisory fees and acquisition expenses,
as described in the table, the total of all such acquisition and advisory fees and acquisition expenses shall not exceed, in the
aggregate, an amount equal to 6% of the contract price of all of the properties which we will purchase or, in the case of
mortgage loans, 6% of the funds advanced, as required by the NASAA REIT Guidelines. However, a majority of our
independent directors may approve fees and expenses in excess of this limit if they determine the transaction to be
commercially competitive, fair and reasonable to us. Acquisition and advisory fees may be payable subsequent to the date
of acquisition of a property in connection with the expenditure of funds, to the extent we capitalize such costs, for
development, construction or improvement of a property.

Assumes no debt financing is used to acquire properties or other investments. However, it is our intent to leverage our
investments with debt. Therefore, actual amounts are dependent upon the value of our assets as financed and therefore
cannot be determined at the present time.

Aggregate assets value will be equal to the aggregate book value of our assets (other than investments in bank accounts,
money market funds or other current assets), before depreciation, bad debts or other similar non-cash reserves and without
reduction for any debt relating to such assets, at the date of measurement, except that during such periods in which we are
obtaining regular independent valuations of the current value of its net assets for purposes of enabling fiduciaries of
employee benefit plan stockholders to comply with applicable Department of Labor reporting requirements, aggregate assets
value is the greater of (i) the amount determined pursuant to the foregoing or (ii) our assets’ aggregate valuation established
by the most recent such valuation report without reduction for depreciation, bad debts or other similar non-cash reserves and
without reduction for any debt relating to such assets.

In the event that our common stock becomes listed and Behringer Advisors receives the subordinated incentive listing fee,
as of the date of listing Behringer Advisors will no longer be entitled to any participation in net sale proceeds other than
accrued and unpaid amounts.

The market value of our outstanding stock will be calculated based on the average market value of the shares issued and
outstanding at listing over the 30 trading days beginning 180 days after the shares are first listed for trading on a national
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stock exchange or quoted on The Nasdaq Stock Market. Payment of the subordinated incentive listing fee will be made
from the net sales proceeds from our assets as we dispose of them. If this fee is not paid within five years from the date our
common stock is listed for trading on a national securities exchange or quoted on The Nasdaq Stock Market, our advisor
may elect to convert the balance of the fee, including accrued but unpaid interest, into shares of our common stock.

(8) Payment of the subordinated performance fee will be made from the net sales proceeds from our assets as we dispose of
them. If this fee is not paid within five years from the date the advisor agreement is terminated, our advisor may elect to
convert the balance of the fee, including accrued but unpaid interest, into shares of our common stock.

(9) The average invested assets will equal the average of the aggregate book value of our assets, computed by taking the
average of such values at the end of each month during the period specified. However, if during the periods in which we are
obtaining regular independent valuations of our assets for ERISA purposes, our average invested assets will equal the
greater of the amount determined pursuant to the foregoing or the aggregate valuation established by the most recent
valuation report without reduction for depreciation, bad debts or other non-cash reserves and without reduction for any debt
relating to such assets.

Our independent directors have determined and will be required to determine in the future at least annually,
that our total fees and expenses are reasonable in light of our investment performance, net assets, net income and the
fees and expenses of other comparable unaftiliated REITs. Each such determination will be reflected in the minutes
of our board of directors. Our independent directors also supervise the performance of our advisor and the
compensation that we pay to it to determine that the provisions of our advisory agreement are being carried out.
Each such determination is recorded in the minutes of our board of directors and based on the factors set forth below
and other factors that the independent directors deem relevant:

o the size of the advisory fee in relation to the size, composition and profitability of our portfolio;
e the success of Behringer Advisors in generating opportunities that meet our investment objectives;

e the rates charged to other REITs, especially similarly structured REITs, and to investors other than
REITs by advisors performing similar services;

e additional revenues realized by Behringer Advisors through its relationship with us;
e the quality and extent of service and advice furnished by Behringer Advisors;

e the performance of our investment portfolio, including income, conservation or appreciation of capital,
frequency of problem investments and competence in dealing with distress situations; and

e the quality of our portfolio in relationship to the investments generated by Behringer Advisors for the
account of other clients.

Since Behringer Advisors and its affiliates are entitled to differing levels of compensation for undertaking
different transactions on our behalf such as the property management fees for operating our properties and the
subordinated participation in net sale proceeds, our advisor has the ability to affect the nature of the compensation it
receives by undertaking different transactions. However, Behringer Advisors is obligated to exercise good faith and
integrity in all its dealings with respect to our affairs pursuant to the advisory agreement. See “— The Advisory
Agreement” section above. Because these fees or expenses are payable only with respect to certain transactions or
services, they may not be recovered by Behringer Advisors or its affiliates by reclassifying them under a different
category.
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CONFLICTS OF INTEREST

We are subject to various conflicts of interest arising out of our relationship with Behringer Advisors, our
advisor, and its affiliates, including conflicts related to the arrangements pursuant to which Behringer Advisors and
its affiliates are compensated by us. Our agreements and arrangements with our advisor and its affiliates, including
those relating to compensation, are not the result of arm’s-length negotiations. See “Management — Management
Compensation.” Some of the conflicts of interest in our transactions with our advisor and its affiliates, and the
limitations on our advisor adopted to address these conflicts, are described below.

Our advisor and its affiliates will try to balance our interests with their duties to other Behringer Harvard
sponsored programs. However, to the extent that our advisor or its affiliates take actions that are more favorable to
other entities than to us, these actions could have a negative impact on our financial performance and, consequently,
on distributions to you and the value of our stock. In addition, our directors, officers and certain of our stockholders
may engage for their own account in business activities of the types conducted or to be conducted by us and our
subsidiaries. For a description of some of the risks related to these conflicts of interest, see the section of this
prospectus captioned “Risk Factors — Risks Related to Conflicts of Interest.”

Our independent directors have an obligation to function on our behalf in all situations in which a conflict
of interest may arise, and all of our directors have a fiduciary obligation to act on behalf of our stockholders.

Interests in Other Real Estate Programs

Behringer Advisors and its partners, officers, employees or affiliates are advisors or general partners of
other Behringer Harvard programs, including partnerships and other programs that have investment objectives
similar to ours, and we expect that they will organize other such programs in the future. Behringer Advisors and
such officers, employees or affiliates have legal and financial obligations with respect to these programs that are
similar to their obligations to us. As general partners, they may have contingent liability for the obligations of
programs structured as partnerships, which, if such obligations were enforced against them, could result in
substantial reduction of their net worth.

Currently, affiliates of Behringer Advisors are sponsoring two public real estate programs with
substantially similar investment objectives as ours, Behringer Harvard Mid-Term Fund I and Behringer Harvard
Short-Term Fund I. The public offerings with respect to those programs are expected to terminate on our about
February 19, 2005. In addition, affiliates of Behringer Advisors propose to sponsor a public offering by a newly
formed entity, Behringer Harvard Opportunity REIT I. The registration statement of Behringer Harvard
Opportunity REIT I is for the offer and sale to the public of up to 40,000,000 shares of common stock at a price of
$10.00 per share, plus an additional 8,000,000 shares of common stock at a maximum price of $9.50 per share
pursuant to the distribution reinvestment plan of Behringer Harvard Opportunity REIT I. As described in the “Prior
Performance Summary,” Robert M. Behringer and his affiliates also have sponsored other privately offered real
estate programs that have a mix of fund characteristics, including targeted investment types, investment objectives
and criteria, and anticipated fund terms, that are substantially similar to ours, and which are still operating and may
acquire additional properties in the future. Behringer Advisors and its affiliates will likely experience conflicts of
interest as they simultaneously perform services for us and other Behringer Harvard sponsored programs. However,
to date the investment strategies of the various Behringer Harvard sponsored programs have differed enough that
there has not been a significant conflict of interest in the allocation of properties.

In the event that we, or any other Behringer Harvard program or other entity formed or managed by
Behringer Advisors or its affiliates, are in the market for investments similar to those we intend to make, Behringer
Advisors will review the investment portfolio of each such affiliated entity prior to making a decision as to which
Behringer Harvard program will purchase such properties or make or invest in such mortgage loans. See “— Certain
Conflict Resolution Procedures” below.

Behringer Advisors or its affiliates may acquire, for its own account or for private placement, properties
that it deems not suitable for purchase by us, whether because of the greater degree of risk, the complexity of
structuring inherent in such transactions, financing considerations or for other reasons, including properties with
potential for attractive investment returns.
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Other Activities of Behringer Advisors and Its Affiliates

We rely on Behringer Advisors for the day-to-day operation of our business. As a result of the interests of
members of its management in other Behringer Harvard sponsored programs and the fact that they have also
engaged and will continue to engage in other business activities, Behringer Advisors and its affiliates will have
conflicts of interest in allocating their time between us and other Behringer Harvard sponsored programs and other
activities in which they are involved. However, Behringer Advisors believes that it and its affiliates have sufficient
personnel to discharge fully their responsibilities to all of the Behringer Harvard sponsored programs and other
ventures in which they are involved.

In addition, each of our executive officers, including Robert M. Behringer, who also serves as the chairman
of our board of directors, are also officers of our advisor, our property manager, our dealer manager and other
affiliated entities. As a result, these individuals owe fiduciary duties to these other entities, which may conflict with
the fiduciary duties that they owe to us and our stockholders.

Behringer Advisors or any of its affiliates may temporarily enter into contracts relating to investment in
properties all or a portion of which is to be assigned to us prior to closing or may purchase property in their own
name and temporarily hold title for us provided that such property or applicable portion thereof is purchased by us at
a price no greater than the cost of such property, including acquisition and carrying costs, to Behringer Advisors or
its affiliate. Further, Behringer Advisors or such affiliate may not have held title to any such property on our behalf
for more than twelve months prior to the commencement of this offering; Behringer Advisors or its affiliates will
not sell property to us if the cost of the property exceeds the funds reasonably anticipated to be available for us to
purchase any such property; and all profits and losses during the period any such property is held by Behringer
Advisors or its affiliates will accrue to us. In no event may we loan funds to Behringer Advisors or any of its
affiliates (other than in connection with certain mortgage loans approved by a majority of our independent
directors), or enter into agreements with Behringer Advisors or its affiliates for the provision of insurance covering
us or any of our properties.

Competition in Acquiring Properties, Finding Tenants and Selling Properties

Conflicts of interest will exist to the extent that we may acquire properties in the same geographic areas
where properties owned by other Behringer Harvard sponsored programs are located. In such a case, a conflict
could arise in the leasing of properties in the event that we and another Behringer Harvard program were to compete
for the same tenants in negotiating leases, or a conflict could arise in connection with the resale of properties in the
event that we and another Behringer Harvard program were to attempt to sell similar properties at the same time,
including in particular in the event another Behringer Harvard sponsored program liquidates at the same time as us.
Conflicts of interest may also exist at such time as we or our affiliates managing property on our behalf seek to
employ developers, contractors or building managers as well as under other circumstances. Our executive officers
and the executive officers of our advisor also are the executive officers of Behringer Advisors I and other advisors of
Behringer Harvard sponsored REITs, the general partners of limited partnerships and/or the advisors or fiduciaries
of other Behringer Harvard sponsored programs, and these entities are and will be under common ownership.
Additionally, the executive officers of our advisor are executive officers of HPT Property Management, our property
manager. There is a risk that a potential investment would be suitable for one or more other Behringer Harvard
sponsored programs, in which case the executive officers of our advisor will have a conflict of interest in allocation
of the investment to us or another program. There is a risk that our advisor will choose a property that provides
lower returns to us than a property purchased by another Behringer Harvard sponsored program. Additionally, our
property manager may cause a prospective tenant to enter into a lease for property owned by another Behringer
Harvard sponsored program. In the event these conflicts arise, we cannot assure you that our best interests will be
met when officers and employees acting on behalf of our advisor or property manager and on behalf of managers of
other Behringer Harvard sponsored programs decide whether to allocate any particular property to us or to another
Behringer Harvard sponsored program or affiliate. Our advisor will seek to reduce conflicts relating to the
employment of developers, contractors or building managers by making prospective employees aware of all such
properties seeking to employ such persons. In addition, our advisor will seek to reduce conflicts that may arise with
respect to properties available for sale or rent by making prospective purchasers or tenants aware of all such
properties. However, these conflicts cannot be fully avoided in that there may be established differing compensation
arrangements for employees at different properties or differing terms for resales or leasing of the various properties.
Furthermore, although our sponsor generally seeks to reduce conflicts that may arise between its various programs
by avoiding simultaneous offerings of funds that have a substantially similar mix of fund characteristics, including
targeted investment types, investment objectives and criteria, and anticipated fund terms, there may be periods
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during which one or more Behringer Harvard sponsored programs are seeking to invest in similar properties or are
otherwise potentially subject to a conflict of interest.

Affiliated Dealer Manager

Because Behringer Securities, our dealer manager, is an affiliate of Behringer Advisors, we will not have
the benefit of an independent due diligence review and investigation of the type normally performed by an
unaffiliated, independent underwriter in connection with the offering of securities. See “Plan of Distribution.”

Affiliated Property Manager

Our properties are managed and leased by HPT Management, our affiliated property manager. Our
agreement with HPT Management has a seven-year term ending February 14, 2010, and shall continue thereafter for
successive seven-year renewal periods unless terminated by HPT Management by written notice at least 30 days
prior to the expiration date of such term. Notwithstanding the foregoing, we can terminate the agreement only in the
event of gross negligence or willful misconduct on the part of HPT Management. HPT Management also serves as
property manager for properties owned by affiliated real estate programs, some of which may be in competition with
our properties. Management fees to be paid to our property manager are based on a percentage of the rental income
received by the managed properties. For a more detailed discussion of the anticipated fees to be paid for property
management services, see “Management — Affiliated Companies.”

Lack of Separate Representation

Morris, Manning & Martin, LLP acts as counsel to us, Behringer Advisors, Behringer Securities and their
affiliates in connection with this offering and may in the future act as counsel to us, Behringer Advisors, Behringer
Securities and their affiliates, including other Behringer Harvard sponsored programs. There is a possibility that in
the future the interests of the various parties may become adverse, and under the Code of Professional
Responsibility of the legal profession, Morris, Manning & Martin, LLP may be precluded from representing any one
or all of such parties. In the event that a dispute were to arise between us, Behringer Advisors, Behringer Securities
or any of their affiliates, separate counsel for such matters will be retained as and when appropriate.

Joint Ventures with Affiliates of Behringer Advisors

We expect to enter into joint ventures, tenant-in-common investments, 1031 exchange transfers, or other
co-ownership or financing arrangements with other Behringer Harvard sponsored programs (as well as other parties)
for or relating to the acquisition, development or improvement of properties. See “Investment Objectives and
Criteria — Joint Venture Investments.” Behringer Advisors and its affiliates may have conflicts of interest in
determining which Behringer Harvard program should enter into any particular joint venture agreement. The co-
venturer may have economic or business interests or goals which are or which may become inconsistent with our
business interests or goals. In addition, should any such joint venture be consummated, Behringer Advisors may
face a conflict in structuring the terms of the relationship between our interests and the interest of the co-venturer
and in managing the joint venture. Since Behringer Advisors and its affiliates will control both us and any affiliated
co-venturer, agreements and transactions between the co-venturers with respect to any such joint venture will not
have the benefit of arm’s-length negotiation of the type normally conducted between unrelated co-venturers.

Receipt of Fees and Other Compensation by Behringer Advisors and its Affiliates

A transaction involving the purchase and sale of properties and investments in mortgage loans may result in
the receipt of commissions, fees and other compensation by Behringer Advisors and its affiliates, including
acquisition and advisory fees, the dealer manager fee, property management and leasing fees, real estate brokerage
commissions, loan refinancing fees and participation in nonliquidating net sale proceeds. However, the fees and
compensation payable to Behringer Advisors and its affiliates relating to the sale of properties and repayment of
principal on mortgages are only payable after the return to the stockholders of their capital contributions plus
cumulative returns on such capital. Subject to oversight by our board of directors, Behringer Advisors has
considerable discretion with respect to all decisions relating to the terms and timing of all transactions. Therefore,
Behringer Advisors may have conflicts of interest concerning certain actions taken on our behalf, particularly due to
the fact that such fees will generally be payable to Behringer Advisors and its affiliates regardless of the quality of
the properties acquired or the services provided to us. See “Management — Management Compensation.”

Every transaction that we enter into with Behringer Advisors or its affiliates is subject to an inherent
conflict of interest. Our board of directors may encounter conflicts of interest in enforcing our rights against any
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affiliate in the event of a default by or disagreement with an affiliate or in invoking powers, rights or options
pursuant to any agreement between us and Behringer Advisors or any of its affiliates. A majority of the independent
directors who are otherwise disinterested in the transaction must approve each transaction between us and Behringer
Advisors or any of its affiliates as being fair and reasonable to us and on terms and conditions no less favorable to us
than those available from unaffiliated third parties.

Behringer Harvard Holdings, an affiliate of our advisor, or its affiliates sponsor private offerings of tenant-
in-common interests through special purpose entities for the purpose of facilitating the acquisition of real estate
properties to be owned in co-tenancy arrangements with persons, referred to herein as 1031 Participants, who wish
to invest the proceeds from a prior sale of real estate in another real estate investment for purposes of qualifying for
like-kind exchange treatment under Section 1031 of the Internal Revenue Code. In such a transaction, the special
purpose entity will purchase the property directly from the seller. Each 1031 Participant will then purchase a tenant-
in-common interest in the property through an assignment of the purchase and sale agreement relating to the
property. Whenever we acquire a tenant-in-common interest, we acquire such interest directly from the original
third-party seller at the same price as the Behringer Harvard Exchange Entity. We will not incur any upcharge or
pay any fees to the Behringer Harvard Exchange Entity in connection with such acquisition. We will, however,
incur the same fees and expenses normally incurred by us in connection with any other investment. In any Section
1031 TIC Transaction, Behringer Harvard Holdings, the Behringer Harvard Exchange Entity, or the other tenant-in-
common owners may have economic or business interests or goals that are or may become inconsistent with our
business interests or goals. In addition, our advisor may face a conflict in structuring the terms of the relationship
between our interests and the interest of Behringer Harvard Holdings or the special purpose entity. As a result,
agreements and transactions between the parties with respect to the property will not have the benefit of arm’s-
length negotiation of the type normally conducted between unrelated parties.

Our advisor and Messrs. Behringer and Aisner, as affiliates of our advisor and of us, can influence whether
we terminate the advisory agreement or allow it to expire without renewal or whether our common shares are listed
for trading on a national securities exchange or for quotation on The Nasdaq Stock Market. Accordingly, our
advisor can influence both the conversion of the convertible stock issued to it and the resulting dilution of other
stockholders’ interests. There will be no distributions paid on shares of convertible stock. For a description of the
convertible stock see “Description of Shares.”

Certain Conflict Resolution Procedures

In order to reduce or eliminate certain potential conflicts of interest, our charter contains a number of
restrictions relating to (1) transactions we enter into with Behringer Advisors and its affiliates, (2) certain future
offerings, and (3) allocation of investment opportunities among affiliated entities. These restrictions include, among
others, the following:

e  We will not purchase or lease properties in which Behringer Advisors, any of our directors or any of
their respective affiliates has an interest without a determination by a majority of the directors,
including a majority of the independent directors, not otherwise interested in such transaction that such
transaction is fair and reasonable to us and at a price to us no greater than the cost of the property to the
seller or lessor unless there is substantial justification for any amount that exceeds such cost and such
excess amount is determined to be reasonable. In no event will we acquire any such property at an
amount in excess of its appraised value. We will not sell or lease properties to Behringer Advisors,
any of our directors or any of their respective affiliates unless a majority of the directors, including a
majority of the independent directors, not otherwise interested in the transaction, determines the
transaction is fair and reasonable to us.

e  We will not make any loans to Behringer Advisors, any of our directors or any of their respective
affiliates, except that we may make or invest in mortgage loans involving Behringer Advisors, our
directors or their respective affiliates, provided that an appraisal of the underlying property is obtained
from an independent appraiser and the transaction is approved as fair and reasonable to us and on
terms no less favorable to us than those available from third parties. In addition, Behringer Advisors,
any of our directors and any of their respective affiliates will not make loans to us or to joint ventures
in which we are a joint venture partner unless approved by a majority of the directors, including a
majority of the independent directors, not otherwise interested in the transaction as fair, competitive
and commercially reasonable, and no less favorable to us than comparable loans between unaffiliated
parties.
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Behringer Advisors and its affiliates shall be entitled to reimbursement, at cost, for actual expenses
incurred by them on behalf of us or joint ventures in which we are a joint venture partner, subject to
the limitation that for any year in which we qualify as a REIT, Behringer Advisors must reimburse us
for the amount, if any, by which our total operating expenses, including the advisor asset management
fee, paid during the previous fiscal year exceeds the greater of: (i) 2% of our average invested assets
for that fiscal year, or (ii) 25% of our net income, before any additions to reserves for depreciation, bad
debts or other similar non-cash reserves and before any gain from the sale of our assets, for that fiscal
year.

In the event that an investment opportunity becomes available that is suitable, under all of the factors
considered by Behringer Advisors, for both us and one or more other public or private entities
affiliated with Behringer Advisors and its affiliates, and for which more than one of such entities has
sufficient uninvested funds, then the entity that has had the longest period of time elapse since it was
offered an investment opportunity will first be offered such investment opportunity. It shall be the
duty of our board of directors, including the independent directors, to insure that this method is applied
fairly to us. In determining whether or not an investment opportunity is suitable for more than one
program, Behringer Advisors, subject to approval by our board of directors, shall examine, among
others, the following factors:

— the anticipated cash flow of the property to be acquired and the cash requirements of each program;

— the effect of the acquisition both on diversification of each program’s investments by type of
property and geographic area and on diversification of the tenants of its properties;

— the policy of each program relating to leverage of properties;
— the income tax effects of the purchase to each program;
— the size of the investment; and

— the amount of funds available to each program and the length of time such funds have been
available for investment.

If a subsequent development, such as a delay in the closing of a property or a delay in the construction
of a property, causes any such investment, in the opinion of our board of directors and Behringer
Advisors, to be more appropriate for a program other than the program that committed to make the
investment, Behringer Advisors may determine that another program affiliated with Behringer
Adpvisors or its affiliates will make the investment. Our board of directors has a duty to ensure that the
method used by Behringer Advisors for the allocation of the acquisition of properties by two or more
affiliated programs seeking to acquire similar types of properties is applied fairly to us.

We will not accept goods or services from Behringer Advisors or its affiliates or enter into any other
transaction with Behringer Advisors or its affiliates unless a majority of our directors, including a
majority of the independent directors, not otherwise interested in the transaction approve such
transaction as fair and reasonable to us and on terms and conditions not less favorable to us than those
available from unaffiliated third parties.
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INVESTMENT OBJECTIVES AND CRITERIA
General

We primarily invest in commercial real estate properties (including properties that have been constructed
and have operating histories, are newly constructed or are under development or construction), but we also may
invest in mortgage loans on other investments related to real property. We also may invest in entities or joint
ventures that make similar investments. Our investment objectives are:

e to preserve, protect and return your capital contributions;
e to maximize cash dividends paid to you;
e to realize growth in the value of our investments upon our ultimate sale of such investments; and

e to list the shares for trading on a national securities exchange or for quotation on The Nasdaq Stock
Market or, if we do not list the shares by February 20, 2017, to make an orderly disposition of our
investments and distribute the cash to you, unless a majority of the board of directors and a majority of
the independent directors approve otherwise.

In addition, to the extent that our advisor determines that it is advantageous to make or invest in mortgage
loans, we will also seek to obtain fixed income through the receipt of payments on mortgage loans. We cannot
assure you that we will attain these objectives or that our capital will not decrease. Pursuant to our advisory
agreement, our advisor will be indemnified for claims relating to any failure to succeed in achieving these
objectives, including for any reason and as identified in the description of risk of our business set forth herein. See
“Risk Factors.”

We may not materially change our investment objectives, except upon approval of stockholders holding a
majority of our shares. Our independent directors will review our investment objectives at least annually to
determine that our policies are in the best interests of our stockholders. Each such determination will be set forth in
the minutes of our board of directors.

Decisions relating to the purchase or sale of our investments are made by Behringer Advisors, as our
advisor, subject to approval by our board of directors, including a majority of our independent directors. See
“Management” for a description of the background and experience of the directors and executive officers.

When considering an investment in a real estate fund, investors may choose between investments in various
types of real estate investment funds, including non-listed real estate funds (such as ours) and listed REITs (i.e.,
REITs with shares traded on the New York Stock Exchange, the American Stock Exchange, The Nasdaq Stock
Market, or another securities exchange or quotation system).

Studies of historical trends have shown that returns on investments in commercial real property generally,
and non-listed real estate investments in particular, tend to be negatively correlated to returns on other common
investments such as stocks and bonds. This means that, generally, when stock and/or bond returns are lower, private
real estate investment fund returns tend to be higher and vice versa. A recent study by Prudential Real Estate
Investors showed that for the period from 1990 through 2003, returns on non-listed real estate fund investments did
not correlate to or were inversely correlated to returns on the other major asset classes (specifically, the S&P 500,
small cap growth stock index and small cap value stock index, and the seven to ten year government bond index and
credit level bond index).

We believe that exchange listed REITs can be a suitable investment that should be considered as an
element of a properly diversified investment portfolio. However, there are significant distinctions between listed
REITs and non-listed real estate investment funds. According to a recent study by Prudential Real Estate Investors,
the most important difference between the performance characteristics of a listed REIT stock and a non-listed real
estate investment is the former’s higher level of volatility. For example, from 1990 through 2003 annual non-listed
real estate equity investment returns ranged from losses of 5.6% to gains of 16.2%, while listed REIT returns for this
period ranged from losses of 17.5% to gains of 37.2%. Meanwhile, ten-year cumulative returns for listed REITs and
non-listed real estate investments differed by less than 1%, 10.7% versus 9.9% during this period. Thus, we believe
that the greater liquidity that investors in listed REITSs receive generally comes at the cost of higher stock price
volatility.
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The Prudential Real Estate Investors study also found that returns from listed REITs appear to be
negatively correlated with returns from non-listed real estate investments. The study found that in no year from
1990 through 2003 did both listed REITs and non-listed real estate investments have negative returns. It also
suggested that non-real estate, public market factors tended to make a listed REIT significantly correlational to small
cap value stocks, unlike non-listed real estate investments.

Acquisition and Investment Policies

We intend to invest substantially all of the offering proceeds available for investment after the payment of
fees and expenses in institutional quality office and other commercial properties. These are properties that generally
have premier business addresses in especially desirable locations with limited potential for new development or
other barriers to entry. Such properties generally are of high quality construction, offer personalized tenant
amenities and attract high quality tenants. We intend to hold our properties for a period consistent with our planned
fund life, which we believe will enable us to capitalize on the potential for increased income and capital appreciation
of our properties. However, economic or market conditions may influence us to hold our investments for different
periods of time. Also, it is our management’s belief that targeting this type of property for investment will enhance
our ability to enter into joint ventures with other institutional real property investors (such as pension funds, public
REITs and other large institutional real estate investors), thus allowing greater diversity of investment by increasing
the number of properties in which we invest. Our management also believes that a portfolio consisting of a
preponderance of this type of property enhances our liquidity opportunities for investors by making the sale of
individual properties, multiple properties or our investment portfolio as a whole attractive to institutional investors
and by making a possible listing of our shares attractive to the public investment community.

Although our investments to date have been strictly institutional quality office properties, we are not
limited to such investments. We may invest in other commercial properties such as shopping centers, business and
industrial parks, manufacturing facilities and warehouse and distribution facilities in order to reduce overall portfolio
risk or enhance overall portfolio returns if our advisor determines that it would be advantageous to do so. For
example, we may invest in commercial properties adjacent to properties we already own or we may acquire mixed-
use properties that otherwise meet our investment criteria. In addition, our advisor may determine that it would be
advantageous to acquire commercial properties other than institutional quality office properties in order to diversify
our portfolio or in order to respond to changes in the real estate market. Further, to the extent that our advisor
determines it is in our best interest, due to the state of the real estate market or in order to diversify our investment
portfolio or otherwise, we will make or invest in mortgage loans secured by the same types of institutional quality
office and other commercial properties in which we intend to invest. See “— Terms of Leases and Tenant
Creditworthiness” below.

We will continue to seek to invest in properties that will satisfy our objective of providing cash dividends
to our stockholders. However, because a significant factor in the valuation of income-producing real properties is
their potential for future appreciation in value, we anticipate that the majority of properties we acquire will have the
potential for both capital appreciation and the ability to provide cash dividends to stockholders. To the extent
feasible, we will invest in a diversified portfolio of properties in terms of geography, type of property and industry
of our tenants that will satisfy our investment objectives of maximizing cash available for payment of dividends,
preserving our capital and realizing capital appreciation upon the ultimate sale of our properties.

Furthermore, although our sponsor generally seeks to reduce conflicts that may arise between its various
programs by avoiding simultaneous offerings of funds that have a substantially similar mix of fund characteristics,
including targeted investment types, investment objectives and criteria, and anticipated fund terms, there may be
periods during which one or more Behringer Harvard sponsored programs are seeking to invest in similar properties
or are otherwise potentially subject to a conflict of interest. The balance will be used to pay various fees and
expenses. See “Estimated Use of Proceeds.”

We will not invest more than 10% of the net offering proceeds available for investment in properties in
unimproved or non-income producing properties or in mortgage loans secured by such properties. If a property is
expected to produce income within two years of its acquisition, we will not consider it a non-income producing

property.

Our investment in real estate generally will continue to take the form of holding fee title or a long-term
leasehold estate. We will acquire such interests either directly through Behringer Harvard OP I or indirectly through
limited liability companies or through investments in joint ventures, partnerships, co-tenancies or other co-
ownership arrangements with the developers of the properties, affiliates of Behringer Advisors or other persons. See
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“The Operating Partnership Agreement” and “— Joint Venture Investments” below. In addition, we may purchase
properties and lease them back to the sellers of such properties. While we will use our best efforts to structure any
such sale-leaseback transaction such that the lease will be characterized as a “true lease” so that we will be treated as
the owner of the property for federal income tax purposes, we cannot assure you that the Internal Revenue Service
will not challenge such characterization. In the event that any such sale-leaseback transaction is recharacterized as a
financing transaction for federal income tax purposes, deductions for depreciation and cost recovery relating to such
property would be disallowed. See “Federal Income Tax Considerations — Sale-Leaseback Transactions.”

We intend that our investments will include properties located in central business districts of major
metropolitan cities where barriers to entry are judged to be high and selected suburban markets with identified
barriers to entry. Although we are not limited as to the geographic area where we may conduct our operations, we
intend to invest in properties located in the United States. See “Risk Factors — Risks Related to an Investment in
Behringer Harvard REIT I — Your investment may be subject to additional risks if we make international
investments.”

We are not specifically limited in the number or size of properties we may acquire or on the percentage of
net proceeds of this offering that we may invest in a single property. The number and mix of properties we acquire
will depend upon real estate and market conditions and other circumstances existing at the time we acquire our
properties and the amount of proceeds we raise in this offering.

Successful commercial real estate investment requires the implementation of strategies that permit
favorable purchases, effective asset and property management for enhanced current returns and maintenance of
higher relative property values, and timely disposition for attractive capital appreciation. Our advisor has developed
and uses proprietary modeling tools that our management believes help them to identify favorable property
acquisitions, enable it to forecast growth and make predictions at the time of the acquisition of a property as to
optimal portfolio blend, disposition timing and sales price. Using these tools in concert with our overall strategies,
including individual market monitoring and ongoing analysis of macro- and micro-regional economic cycles, we
expect to be better able to identify favorable acquisition targets, increase current returns and resultant current
distributions to investors, maintain higher relative portfolio property values, conduct appropriate development or
redevelopment activities, and execute timely dispositions at appropriate sales prices to enhance capital gains
distributable to our investors.

In making investment decisions for us, Behringer Advisors considers relevant real estate property and
financial factors, including the location of the property, its suitability for any development contemplated or in
progress, its income-producing capacity, the prospects for long-range appreciation, and its liquidity and income tax
considerations. In this regard, Behringer Advisors has substantial discretion with respect to the selection of specific
investments.

Our obligation to purchase any property generally will be conditioned upon the delivery and verification of
certain documents from the seller or developer, including, where appropriate:

e plans and specifications;
e environmental reports;
e surveys;

o evidence of marketable title subject to such liens and encumbrances as are acceptable to Behringer
Advisors;

e audited financial statements covering recent operations of properties having operating histories; and

e title and liability insurance policies.

We will not purchase any property unless and until we obtain what is generally referred to as a “Phase 1”
environmental site assessment and are generally satisfied with the environmental status of the property. A Phase I
environmental site assessment basically consists of a visual survey of the building and the property in an attempt to
identify areas of potential environmental concerns, visually observing neighboring properties to assess surface
conditions or activities that may have an adverse environmental impact on the property, and contacting local
governmental agency personnel and performing a regulatory agency file search in an attempt to determine any
known environmental concerns in the immediate vicinity of the property. A Phase I environmental site assessment
does not generally include any sampling or testing of soil, groundwater or building materials from the property.
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We also may enter into arrangements with the seller or developer of a property whereby the seller or
developer agrees that, if during a stated period the property does not generate a specified cash flow, the seller or
developer will pay in cash to us a sum necessary to reach the specified cash flow level, subject in some cases to
negotiated dollar limitations.

In determining whether to purchase a particular property, we may, in accordance with customary practices,
obtain an option on such property. The amount paid for an option, if any, is normally surrendered if the property is
not purchased and is normally credited against the purchase price if the property is purchased.

In purchasing, leasing and developing properties, we will be subject to risks generally incident to the
ownership of real estate. See “Risk Factors — General Risks Related to Investments in Real Estate.”

Development and Construction of Properties

We may invest substantially all of the net proceeds available for investment in properties on which
improvements are to be constructed or completed. To help ensure performance by the builders of properties that are
under construction, completion of such properties will be guaranteed either by completion bond or performance
bond. Behringer Harvard Advisors I will enter into contracts on our behalf with contractors or developers for such
construction services on terms and conditions approved by our board of directors. If we contract with our affiliate,
Behringer Development, for such services, we also will obtain the approval of a majority of our independent
directors that the contract is fair and reasonable to us and on terms and conditions not less favorable to us than those
available from unaffiliated third parties. Behringer Harvard Advisors I may rely upon the substantial net worth of
the contractor or developer or a personal guarantee accompanied by financial statements showing a substantial net
worth provided by an affiliate of the person entering into the construction or development contract as an alternative
to a completion bond or performance bond. Development of real estate properties is subject to risks relating to a
builder’s ability to control construction costs or to build in conformity with plans, specifications and timetables. See
“Risk Factors — General Risks Related to Investments in Real Estate.”

Additionally, we may engage Behringer Development, an affiliate of our advisor, to act as a developer for
all or some of the properties that we acquire for development or redevelopment. In those cases, we will pay a
development fee to Behringer Development fees that are usual and customary for similar projects in the particular
market.

We or Behringer Development (on our behalf) may make periodic progress payments or other cash
advances to developers and builders of our properties prior to completion of construction only upon receipt of an
architect’s certification as to the percentage of the project then-completed and as to the dollar amount of the
construction then-completed. We intend to use such additional controls on disbursements to builders and developers
as we deem necessary or prudent.

We may directly employ one or more project managers to plan, supervise and implement the development
of any unimproved properties that we may acquire, including Behringer Development. Such persons would be
compensated directly by us or through an affiliate of our advisor.

Acquisition of Properties from Behringer Development

We may acquire properties, directly or through joint ventures, tenant-in-common investments or other co-
ownership arrangements, with unaffiliated third parties or with affiliated entities, including Behringer Development,
a wholly owned subsidiary of Behringer Harvard Partners, which is a wholly owned subsidiary of Behringer
Harvard Holdings, and BHD, LLC, which is a wholly owned subsidiary of Behringer Harvard Holdings. Behringer
Development was formed to (i) acquire existing income-producing commercial real estate properties, and (ii)
acquire land, develop commercial real properties, secure tenants for such properties and sell such properties upon
completion to us or other Behringer Harvard sponsored programs. In the case of properties to be developed by
Behringer Development and sold to us, we anticipate that Behringer Development will:

e acquire a parcel of land;
e enter into contracts for the construction and development of a commercial building thereon;

e enter into an agreement with one or more tenants to lease all or a majority of the property upon its
completion;
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e secure an earnest money deposit from us, which may be used for acquisition and development
expenses;

e secure a financing commitment from a commercial bank or other institutional lender to finance the
remaining acquisition and development expenses;

e complete the development and allow the tenant or tenants to take possession of the property; and

e provide for the acquisition of the property by us.

We will be required to pay a substantial sum to Behringer Development at the time of entering into the
contract as a refundable earnest money deposit to be credited against the purchase price at closing, which Behringer
Development will apply to the cost of acquiring the land and initial development costs. We expect that the earnest
money deposit will represent approximately 20% to 30% of the purchase price of the developed property set forth in
the purchase contract.

Generally, the purchase price that we will pay for any property will be based on the fair market value of the
property as determined by a majority of our directors. In the cases where a majority of our independent directors
require, we will obtain an appraisal of fair market value by an independent expert selected by our independent
directors. In addition, in the case of properties we acquire from Behringer Development that have already been
developed, Behringer Development will be required to obtain an appraisal for the property from an independent
expert selected by our independent directors. The purchase price we will pay under the purchase contract will not
exceed the fair market value of the property as determined by the appraisal. In the case of properties we acquire
from Behringer Development that have not been constructed at the time of contracting, Behringer Development will
be required to obtain an independent “as built” appraisal for the property prior to our contracting with them, and the
purchase price we will pay under the purchase contract will not exceed the anticipated fair market value of the
developed property as determined by the appraisal. We will not acquire any property from Behringer Development
unless a majority of our directors, including a majority of our independent directors, not otherwise interested in the
transaction determine that the transaction is fair and reasonable to us and at a price no greater than the cost of the
property to Behringer Development or, if the price is in excess of such cost, that there is substantial justification for
the excess cost and that the excess cost is reasonable.

Our contract with Behringer Development will require it to deliver to us at closing title to the property, as
well as an assignment of leases. Behringer Development will hold the title to the property on a temporary basis only
for the purpose of facilitating the acquisition and development of the property prior to its resale to us and other
affiliates of Behringer Advisors.

We may enter into a contract to acquire property from Behringer Development even if we have not yet
raised sufficient proceeds to enable us to pay the full amount of the purchase price at closing. We may also elect to
close a purchase before the development of the property has been completed, in which case we would obtain an
assignment of the construction and development contracts from Behringer Development and would complete the
construction either directly or through a joint venture with an affiliate. Any contract between us, directly or
indirectly through a joint venture with an affiliate, and Behringer Development for the purchase of property to be
developed by Behringer Development will provide that we will be obligated to purchase the property only if:

e Behringer Development completes the improvements, which generally will include the completion of
the development, in accordance with the specifications of the contract;

e one or more approved tenants takes possession of the building under a lease satisfactory to our advisor;
and

e we have sufficient proceeds available for investment at closing to pay the balance of the purchase price
remaining after payment of the earnest money deposit.

Behringer Advisors will not cause us to enter into a contract to acquire property from Behringer
Development if it does not reasonably anticipate that funds will be available to purchase the property at the time of
closing. If we enter into a contract to acquire property from Behringer Development and, at the time for closing, are
unable to purchase the property because we do not have sufficient proceeds available for investment, we will not be
required to close the purchase of the property and will be entitled to a refund of our earnest money deposit from
Behringer Development. Because Behringer Development is an entity without substantial assets or operations,
Behringer Development’s obligation to refund our earnest money deposit will be guaranteed by HPT Management,
our property manager, which will enter into contracts to provide property management and leasing services to
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various Behringer Harvard sponsored programs, including us, for substantial monthly fees. As of the time

HPT Management may be required to perform under any guaranty, we cannot assure you that HPT Management
will have sufficient assets to refund all of our earnest money deposit in a lump sum payment. In such a case, we
would be required to accept installment payments over time payable out of the revenues of HPT Management’s
operations. We cannot assure you that we would be able to collect the entire amount of our earnest money deposit
under such circumstances. See “Risk Factors — General Risks Related to Investments in Real Estate.”

Terms of Leases and Tenant Creditworthiness

The terms and conditions of any lease that we enter into with our tenants may vary substantially from those
we describe in this prospectus. However, we expect that a majority of our leases will be leases customarily used
between landlords and tenants for the specific type and use of the property in the geographic area where the property
is located. In the case of commercial office buildings, such leases generally provide for terms of three to ten years
and require the tenant to pay a pro rata share of building expenses. Under such typical leases, the landlord is directly
responsible for all real estate taxes, sales and use taxes, special assessments, utilities, insurance and building repairs,
and other building operation and management costs.

We will execute new tenant leases and tenant lease renewals, expansions and extensions with terms that are
dictated by the current submarket conditions and the verifiable creditworthiness of each particular tenant. In most
cases we expect to use a number of industry credit rating services to determine the creditworthiness of potential
tenants and any personal guarantor or corporate guarantor of each potential tenant. The reports produced by these
services will be compared to the relevant financial data collected from these parties before consummating a lease
transaction. Relevant financial data from potential tenants and guarantors include income statements and balance
sheets for the current year and for prior periods, net worth or cash flow statements of guarantors and other
information we deem relevant.

We anticipate that tenant improvements required to be funded by us in connection with newly acquired
properties will be funded from our offering proceeds. At such time as one of our tenants does not renew its lease or
otherwise vacates its space in one of our buildings, it is likely that, in order to attract new tenants, we will be
required to expend substantial funds for tenant improvements and tenant refurbishments to the vacated space. We
will fund such tenant improvements from the working capital reserve established for the property for which such
improvements are required. See “Risk Factors — General Risks Related to Investments in Real Estate.”

Joint Venture Investments

We are likely to enter into joint ventures, tenant-in-common investments or other co-ownership
arrangements with third parties as well as affiliated entities for the acquisition, development or improvement of
properties for the purpose of diversifying our portfolio of assets. In this connection, we will likely enter into joint
ventures with other Behringer Harvard sponsored programs such as Behringer Harvard Short-Term Fund I and
Behringer Harvard Opportunity REIT I. We also may enter into joint ventures, partnerships, co-tenancies and other
co-ownership arrangements or participations with real estate developers, owners and other third parties for the
purpose of developing, owning and operating real properties. In determining whether to invest in a particular joint
venture, Behringer Advisors will evaluate the real property that such joint venture owns or is being formed to own
under the same criteria described elsewhere in this prospectus for our selection of real property investments. See,
generally, the section of this prospectus captioned “Conflicts of Interest” and the other subsections under this section
of the prospectus.

At such time during the term of this offering as Behringer Advisors believes that a reasonable probability
exists that we will enter into a joint venture, tenant-in-common investment or other co-ownership arrangement with
another Behringer Harvard program for the acquisition or development of a specific property, this prospectus will be
supplemented to disclose the terms of such proposed investment transaction. We expect that in connection with the
development of a property that is currently owned by a Behringer Harvard program, this would normally occur upon
the signing of a purchase agreement for the acquisition of a specific property or leases with one or more major
tenants for occupancy at a particular property and the satisfaction of all major contingencies contained in such
purchase agreement, but may occur before or after any such time, depending upon the particular circumstances
surrounding each potential investment. You should not rely upon such initial disclosure of any proposed transaction
as an assurance that we will ultimately consummate the proposed transaction or that the information we provide in
any supplement to this prospectus concerning any proposed transaction will not change after the date of the
supplement.
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We intend to enter into joint ventures with other Behringer Harvard sponsored programs for the acquisition
of properties, but we may only do so provided that:

e amajority of our directors, including a majority of the independent directors, approve the transaction
as being fair and reasonable to us and on substantially the same terms and conditions as those received
by other joint venturers; and

o we will have a right of first refusal to buy if such co-venturer elects to sell its interest in the property
held by the joint venture.

In the event that the co-venturer elects to sell property held in any such joint venture, however, we may not
have sufficient funds to exercise our right of first refusal. In the event that any joint venture with an affiliated entity
holds interests in more than one property, the interest in each such property may be specially allocated based upon
the respective proportion of funds invested by each co-venturer in each such property. Entering into joint ventures
with other Behringer Harvard sponsored programs will result in certain conflicts of interest. See “Risk Factors —
Risks Related to Conflicts of Interest” and “Conflicts of Interest — Joint Ventures with Affiliates of Behringer
Advisors.”

We expect that from time to time our advisor will be presented with an opportunity to purchase all or a
portion of a mixed-use property. In such instances, it is possible that we would work in concert with other
Behringer Harvard sponsored programs to apportion the assets within the property among us and the other Behringer
Harvard sponsored programs in accordance with the investment objectives of the various programs. After such
apportionment, the mixed-use property would be owned by two or more Behringer Harvard sponsored programs or
joint ventures comprised of Behringer Harvard sponsored programs. The negotiation of how to divide the property
among the various Behringer Harvard sponsored programs will not be arm’s-length and conflicts of interest will
arise in the process. It is possible that in connection with the purchase of a mixed-use property or in the course of
negotiations with other Behringer Harvard sponsored programs to allocate portions of such mixed-use property, we
may be required to purchase a property that we would otherwise consider inappropriate for our portfolio, in order to
also purchase a property that our advisor considers desirable. Although independent appraisals of the assets
comprising the mixed-use property will be conducted prior to apportionment, it is possible that we could pay more
for an asset in this type of transaction than we would pay in an arm’s-length transaction with an unaffiliated third-

party.
Section 1031 Tenant-in-Common Transactions

Behringer Harvard Holdings or its affiliates sponsor private offerings of tenant-in-common interests
through special purpose entities (each of which is referred to in this prospectus as a Behringer Harvard Exchange
Entity) for the purpose of facilitating the acquisition of real estate properties to be owned in co-tenancy
arrangements with persons, referred to herein as 1031 Participants, who wish to invest the proceeds from a prior sale
of real estate in another real estate investment for purposes of qualifying for like-kind exchange treatment under
Section 1031 of the Internal Revenue Code. We refer to these transactions as Section 1031 TIC Transactions.
Typically, in such a transaction, a Behringer Harvard Exchange Entity (many times along with a Behringer Harvard
fund such as us) will purchase a property directly from a seller. The Behringer Harvard Exchange Entity then will
sell to the 1031 Participants its portion of such purchase as tenant-in-common interests in the property. The price
paid by the 1031 Participants for such interests will be higher than that paid by the Behringer Harvard Exchange
Entity or by us.

The majority of our portfolio acquisitions made to date have been made with Behringer Harvard Exchange
Entities in Section 1031 TIC Transactions, and we expect that many of our future acquisitions will be made in
similar transactions. We believe that there are benefits to the publicly held Behringer Harvard sponsored programs
in participating in the Section 1031 TIC Transactions sponsored by Behringer Harvard Holdings or its affiliates.
The Section 1031 TIC Transactions provide opportunities for us to become co-investors in properties at the
sponsor’s cost, in contrast to the higher prices paid to a Behringer Harvard Exchange Entity by third-party tenant-in-
common participants for comparable tenant-in-common interests. Participation in these transactions may permit us
to (i) invest proceeds of our offering earlier than we might otherwise be able to do if we were required to acquire the
entire property, (ii) obtain increased portfolio diversification by applying our capital in lesser amounts over a greater
number of properties, (iii) acquire interests in properties that we would be unable to acquire using only our own
capital resources, and (iv) have opportunities to increase our interests in the related properties pursuant to certain
purchase options granted to us as a result of our affiliation with the sponsor of the Section 1031 TIC Transaction.
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Properties acquired by a Behringer Harvard Exchange Entity in connection with the Section 1031 TIC
Transactions generally are financed by obtaining a new first mortgage secured by the property acquired. In order to
finance the remainder of the purchase price for properties to be acquired, a Behringer Harvard Exchange Entity
obtains a short-term loan from an institutional lender for each property. Following its acquisition of a property, the
Behringer Harvard Exchange Entity seeks to sell co-tenancy interests to 1031 Participants, the proceeds of which are
used to repay the short-term loan. At the closing of each property acquired by a Behringer Harvard Exchange
Entity, we may enter into a contractual arrangement, providing that (i) in the event that the Behringer Harvard
Exchange Entity is unable to sell all of the co-tenancy interests in that property to 1031 Participants, we will
purchase, at the Behringer Harvard Exchange Entity’s cost, any co-tenancy interests remaining unsold; (ii) we will
guarantee certain bridge loans associated with the purchase of the property in which tenant-in-common interests are
to be sold or otherwise associated with such transaction; and/or (iii) we will provide security for the guarantee of
such loans. See “Risk Factors — Risks Associated with Section 1031 Tenant-in-Common Transactions.” In
connection with such transactions, we also may enter into one or more contractual arrangements obligating us to
purchase co-tenancy interests in a particular property directly from the 1031 Participants. The Behringer Harvard
Exchange Entity will pay us a fee in consideration for our agreeing to do (ii) or (iii) above. Generally, the amount of
the fee will be equal to 1% of the amount of the obligation to which we are exposed or the amount of the short-term
loan obtained by the Behringer Harvard Exchange Entity. See “Risk Factors — Federal Income Tax Risks.”

Our board of directors, including a majority of our independent directors, must approve each property or
tenant-in-common interest acquired by us pursuant to any Section 1031 TIC Transaction. Accordingly, we will only
participate in a Section 1031 TIC Transaction where the property purchased meets our investment objectives. Under
any such program, we would not execute any agreement providing for the potential purchase of any unsold co-
tenancy interests from a Behringer Harvard Exchange Entity or any co-tenancy interests directly from the 1031
Participants until a majority of our directors, including a majority of our independent directors not otherwise
interested in the transaction, approve of the transaction as being fair, competitive and commercially reasonable to us
and at a price to us no greater than the cost of the co-tenancy interests to the Behringer Harvard Exchange Entity. If
the price to us would be in excess of such cost, our directors must find substantial justification for such excess and
that such excess is reasonable. In addition, under any such program, we will require that a fair market value
appraisal for each property must be obtained from an independent expert selected by our independent directors and
in no event would we purchase co-tenancy interests at a price that exceeds the current appraised value of the
property interests.

All purchasers of co-tenancy interests, including us, would execute a tenant-in-common agreement with the
other purchasers of co-tenancy interests in the property and a property management agreement providing for the
property management and leasing of the property by HPT Management or its subsidiaries. The tenant-in-common
agreement generally would provide that all significant decisions, such as the sale, exchange, lease, re-lease of the
property, or any loans or modifications of any loans related to the property, require unanimous approval of all
tenant-in-common owners, subject to the deemed consent for failure to respond to any request for consent prior to
the applicable deadline and our right to purchase the interests of owners who fail to consent with the majority. The
tenant-in-common agreement generally also would provide a first purchase right to us and options for us to purchase
the interests of the other owners at any time within the last year of any mortgage loan on the related property or after
we announce our intention to liquidate our portfolio or list our equity on a stock exchange. In addition, the tenant-
in-common agreement would provide for the payment of property management fees to HPT Management of up to
4.5% of gross revenues plus leasing commissions based upon the customary leasing commission applicable to the
geographic location of the property. Accordingly, in the event that we purchase co-tenancy interests pursuant to one
or more of these contractual arrangements, we would be subject to various risks associated with co-tenancy
arrangements that are not otherwise present in real estate investments, such as the risk that the interests of the 1031
Participants will become adverse to our interests. See “Risk Factors — Risks Associated with Section 1031 Tenant-
in-Common Transactions.”

Making Loans and Investments in Mortgages

We may, from time to time, make mortgage loans, short-term loans in connection with Section 1031 TIC
Transactions, and other loans relating to real property, including loans in connection with the acquisition of
investments in entities that own real property. Although we do not have a formal policy, our criteria for investing in
loans will be substantially the same as those involved in our investment in properties. We may invest in mortgage
loans (including but not limited to investments in first, second and third mortgage loans, wraparound mortgage
loans, construction mortgage loans on real property, and loans on leasehold interest mortgages). We also may invest
in participations in mortgage loans. Further, we may invest in unsecured loans or loans secured by assets other than
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real estate. We currently do not expect to make significant investments in loans, although we are not limited as to
the amount of gross offering proceeds that we may apply to our loan investments.

We will not make unsecured loans or loans not secured by mortgages unless such loans are approved by a
majority of our independent directors. We will not make or invest in mortgage loans unless we obtain an appraisal
concerning the underlying property from a certified independent appraiser except for mortgage loans insured or
guaranteed by a government or government agency. We will maintain each appraisal in our records for at least five
years, and will make it available during normal business hours for inspection and duplication by any stockholder at
such stockholder’s expense. In addition to the appraisal, we will seek to obtain a customary lender’s title insurance
policy or commitment as to the priority of the mortgage or condition of the title.

We will not make or invest in mortgage loans on any one property if the aggregate amount all mortgage
loans outstanding on the property, including our borrowings, would exceed an amount equal to 85% of the appraised
value of the property, unless we find substantial justification due to the presence of other underwriting criteria. We
may find such justification in connection with the purchase of mortgage loans in cases in which we believe there is a
high probability of our foreclosure upon the property in order to acquire the underlying assets and in which the cost
of the mortgage loan investment does not exceed the appraised value of the underlying property. We may find such
justification in connection with the purchase of mortgage loans that are in default where we intend to foreclose upon
the property in order to acquire the underlying assets and where the cost of the mortgage loan investment does not
exceed the appraised value of the underlying property.

We may invest in first, second and third mortgage loans, wraparound mortgage loans, construction
mortgage loans on real property, and loans on leasehold interest mortgages. We also may invest in participations in
mortgage loans. Second and wraparound mortgage loans are secured by second or wraparound deeds of trust on real
property that is already subject to prior mortgage indebtedness, in an amount that, when added to the existing
indebtedness, does not generally exceed 75% of the appraised value of the mortgage property. A wraparound loan is
one or more junior mortgage loans having a principal amount equal to the outstanding balance under the existing
mortgage loan, plus the amount actually to be advanced under the wraparound mortgage loan. Under a wraparound
loan, we would generally make principal and interest payments on behalf of the borrower to the holders of the prior
mortgage loans. Third mortgage loans are secured by third deeds of trust on real property that is already subject to
prior first and second mortgage indebtedness, in an amount that, when added to the existing indebtedness, does not
generally exceed 75% of the appraised value of the mortgage property. Construction loans are loans made for either
original development or renovation of property. Construction loans in which we would generally consider an
investment would be secured by first deeds of trust on real property for terms of six months to two years. In
addition, if the mortgage property is being developed, the amount of such loans generally will not exceed 75% of the
post-development appraised value. Loans on leasehold interests are secured by an assignment of the borrower’s
leasehold interest in the particular real property. These loans are generally for terms of from six months to 15 years.
Leasehold interest loans generally do not exceed 75% of the value of the leasehold interest and require personal
guaranties of the borrowers. The leasehold interest loans are either amortized over a period that is shorter than the
lease term or have a maturity date prior to the date the lease terminates. These loans would generally permit us to
cure any default under the lease. Mortgage participation investments are investments in partial interests of
mortgages of the type described above that are made and administered by third-party mortgage lenders.

In evaluating prospective loan investments, our advisor will consider factors such as the following:
e the ratio of the amount of the investment to the value of the property by which it is secured;

¢ in the case of loans secured by real property or loans otherwise dependent on real property for
payment:

o the property’s potential for capital appreciation;
o expected levels of rental and occupancy rates;
o current and projected cash flow of the property;
o potential for rental increases;

o the degree of liquidity of the investment;

o geographic location of the property;

o the condition and use of the property;
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o the property’s income-producing capacity;
e the quality, experience and creditworthiness of the borrower;

e general economic conditions in the area where the property is located or that otherwise affect the
borrower; and

e any other factors that the advisor believes are relevant.

We may originate loans from mortgage brokers or personal solicitations of suitable borrowers, or may
purchase existing loans that were originated by other lenders. Our advisor will evaluate all potential loan
investments to determine if the term of the loan, the security for the loan and the loan-to-value ratio meets our
investment criteria and objectives. An officer, director, agent or employee of our advisor will inspect the property
securing the loan, if any, during the loan approval process. We do not expect to make or invest in mortgage loans
with a maturity of more than ten years from the date of our investment, and anticipate that most loans will have a
term of five years. Most loans which we will consider for investment would provide for monthly payments of
interest and some may also provide for principal amortization, although many loans of the nature which we will
consider provide for payments of interest only and a payment of principal in full at the end of the loan term. We
will not originate loans with negative amortization provisions.

We do not have any policies directing the portion of our assets that may be invested in construction loans,
loans secured by leasehold interests and second, third and wraparound mortgage loans. However, we recognize that
these types of loans are riskier than first deeds of trust or first priority mortgages on income-producing, fee-simple
properties, and expect to seek to minimize the amount of these types of loans in our portfolio, to the extent that that
we make or invest in mortgage loans at all. Our advisor will evaluate the fact that these types of loans are riskier in
determining the rate of interest on the loans. We do not have any policy that limits the amount that we may invest in
any single mortgage loan or the amount we may invest in mortgage loans to any one borrower. Pursuant to our
advisory agreement, our advisor will be responsible for servicing and administering any mortgage loans in which we
invest.

Our loan investments may be subject to regulation by federal, state and local authorities and subject to
various laws and judicial and administrative decisions imposing various requirements and restrictions, including
among other things, regulating credit granting activities, establishing maximum interest rates and finance charges,
requiring disclosures to customers, governing secured transactions and setting collection, repossession and claims
handling procedures and other trade practices. In addition, certain states have enacted legislation requiring the
licensing of mortgage bankers or other lenders and these requirements may affect our ability to effectuate our
proposed investments in mortgage loans. Commencement of operations in these or other jurisdictions may be
dependent upon a finding of our financial responsibility, character and fitness. We may determine not to make
mortgage loans in any jurisdiction in which the regulatory authority believes that we have not complied in all
material respects with applicable requirements.

Borrowing Policies

While we will strive for diversification, the number of different properties that we can acquire will be
affected by the amount of funds available to us. We intend to use debt as a means of providing additional funds for
the acquisition of properties and the diversification of our portfolio. See “Description of Real Estate Investments —
Real Estate Loans” for a description of our existing borrowings and the outstanding loan balances. Our ability to
increase our diversification through borrowing could be adversely impacted if banks and other lending institutions
reduce the amount of funds available for loans secured by real estate. When interest rates on mortgage loans are
high or financing is otherwise unavailable on a timely basis, we may purchase certain properties for cash with the
intention of obtaining a mortgage loan for a portion of the purchase price at a later time.

There is no limitation on the amount we may invest in any single improved property or other asset or on the
amount we can borrow for the purchase of any individual property or other investment. Under our charter, the
maximum amount of our indebtedness shall not exceed 300% of our net assets as of the date of any borrowing. We
may incur indebtedness in excess of such limit if the excess is approved by a majority of our independent directors,
in which case we will disclose the excess borrowing to our stockholders in our next quarterly report, including the
justification for such excess.

We expect to borrow up to 55% of the aggregate value of our assets if interest rates and loan terms are
favorable. Our board of directors has adopted a policy that we will generally limit our aggregate borrowings to
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approximately 55% of the aggregate value of our assets as of the date of any borrowing, unless substantial
justification exists that borrowing a greater amount is in our best interests. Our policy limitation does not apply to
individual properties and only will apply once we have invested most of our capital. As a result, it can be expected
that, with respect to the acquisition of one or more of our properties, we may incur indebtedness of more than 55%
of the asset value of the property acquired, and that our debt levels likely will be higher until we have invested most
of our capital. Our board of directors must review our aggregate borrowings at least quarterly. As of December 31,
2004, we had an aggregate debt leverage ratio of 42% of the value of our total assets.

By operating on a leveraged basis, we expect that we will have more funds available for investment in
properties and other investments. This will allow us to make more investments than would otherwise be possible,
resulting in a more diversified portfolio. Although we expect our liability for the repayment of indebtedness to be
limited to the value of the property securing the liability and the rents or profits derived therefrom, our use of
leverage increases the risk of default on the mortgage payments and a resulting foreclosure of a particular property.
See “Risk Factors — General Risks Related to Investments in Real Estate.” To the extent that we do not obtain
mortgage loans on our properties, our ability to acquire additional properties will be restricted. Behringer Advisors
will use its best efforts to obtain financing on the most favorable terms available to us. Lenders may have recourse
to assets not securing the repayment of the indebtedness.

Behringer Advisors will refinance properties during the term of a loan only in limited circumstances, such
as when a decline in interest rates makes it beneficial to prepay an existing mortgage, when an existing mortgage
matures or if an attractive investment becomes available and the proceeds from the refinancing can be used to
purchase such investment. The benefits of the refinancing may include an increased cash flow resulting from
reduced debt service requirements, an increase in distributions from proceeds of the refinancing, and an increase in
property ownership if refinancing proceeds are reinvested in real estate.

We may not borrow money from any of our directors or from Behringer Advisors and its affiliates unless
such loan is approved by a majority of the directors, including a majority of the independent directors not otherwise
interested in the transaction upon a determination by such directors that the transaction is fair, competitive and
commercially reasonable and no less favorable to us than a comparable loan between unaffiliated parties.

For services in connection with the origination or refinancing of any debt financing obtained by or for us,
we will pay our advisor a debt financing fee equal to 1% of the amount available under such financing. Debt
financing fees payable from loan proceeds from permanent financing will be paid to our advisor as we acquire such
permanent financing. In the event our advisor subcontracts with a third-party for the provision of financing
coordination services with respect to a particular financing or financings, the advisor will compensate the third-party
through the debt financing fee.

Disposition Policies

We intend to hold each property that we acquire for an extended period. However, circumstances may
arise that could require the early sale of some properties. A property may be sold before the end of the expected
holding period if, in the judgment of Behringer Advisors, the value of the property might decline substantially, an
opportunity has arisen to improve other properties, we can increase cash flow through the disposition of the
property, or the sale of the property is in our best interests.

The determination of whether a particular property should be sold or otherwise disposed of will be made
after consideration of relevant factors, including prevailing economic conditions, with a view to achieving maximum
capital appreciation. We cannot assure you that this objective will be realized. The selling price of a leased
property will be determined in large part by the amount of rent payable by the tenants. See “Federal Income Tax
Considerations — Failure to Qualify as a REIT.” The terms of payment will be affected by custom in the area in
which the property being sold is located and the then-prevailing economic conditions.

If our shares are not listed for trading on a national securities exchange or included for quotation on The
Nasdaq Stock Market by February 20, 2017, unless such date is extended by the majority vote of both our board of
directors and our independent directors, our charter requires us to begin the sale of all of our properties and
distribution to our stockholders of the net sale proceeds resulting from our liquidation. If at any time after February
20, 2017 we are not in the process of either (i) listing our shares for trading on a national securities exchange or
including such shares for quotation on The Nasdaq Stock Market or (ii) liquidating our assets, investors holding a
majority of our shares may vote to liquidate us in response to a formal proxy to liquidate. Depending upon then
prevailing market conditions, it is our management’s intention to begin to consider the process of listing or
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liquidation prior to February 20, 2017. In making the decision to apply for listing of our shares, the directors will try
to determine whether listing our shares or liquidating our assets will result in greater value for our stockholders. The
circumstances, if any, under which the directors will agree to list our shares cannot be determined at this time. Even
if our shares are not listed or included for quotation, we are under no obligation to actually sell our portfolio within
this period since the precise timing will depend on real estate and financial markets, economic conditions of the
areas in which the properties are located and federal income tax effects on stockholders that may prevail in the
future. Furthermore, we cannot assure you that we will be able to liquidate our assets. We will continue in
existence until all properties are sold and our other assets are liquidated.

Other Investments

We may also invest in limited partnership and other ownership interests in entities that own real property.
We expect that we may make such investments when we consider it more efficient to acquire an entity owning such
real property rather than to acquire the properties directly. We also may acquire less than all of the ownership
interests of such entities if we determine that an investment in such interests is consistent with our investment
objectives and that a liquidation event in respect of such interests are expected within the investment holding periods
consistent with that for our direct property investments.

Investment Limitations

Our charter places numerous limitations on us with respect to the manner in which we may invest our
funds. These limitations cannot be changed unless our charter is amended pursuant to the affirmative vote of the
holders of a majority of our shares. Unless the charter is amended, we will not:

e invest in commodities or commodity futures contracts, except for futures contracts when used solely
for the purpose of hedging in connection with our ordinary business of investing in real estate assets
and mortgages;

e invest in real estate contracts of sale, otherwise known as land sale contracts, unless the contract is in
recordable form and is appropriately recorded in the chain of title;

e make or invest in mortgage loans unless an appraisal is obtained concerning the underlying property,
except for those mortgage loans insured or guaranteed by a government or government agency. In
cases where our independent directors determine, and in all cases in which the transaction is with any
of our directors or Behringer Advisors or its affiliates, such appraisal shall be obtained from an
independent appraiser. We will maintain such appraisal in our records for at least five years, and it
will be available for inspection and duplication by our stockholders. We will also obtain a
mortgagee’s or owner’s title insurance policy as to the priority of the mortgage;

e make or invest in mortgage loans that are subordinate to any mortgage or equity interest of any of our
directors, Behringer Advisors or its affiliates;

e make or invest in mortgage loans, including construction loans, on any one property if the aggregate
amount of all mortgage loans on such property, including loans to us, would exceed an amount equal
to 85% of the appraised value of such property as determined by appraisal unless substantial
justification exists for exceeding such limit as determined by our board of directors, including a
majority of our independent directors;

e make investments in unimproved property or indebtedness secured by a deed of trust or mortgage
loans on unimproved property in excess of 10% of our total assets;

e issue equity securities on a deferred payment basis or other similar arrangement;
e issue debt securities in the absence of adequate cash flow to cover debt service;

e issue securities which are redeemable solely at the option of the holder (except for shares offered by
stockholders to us pursuant to our share repurchase plan);

e grant warrants or options to purchase shares to officers or affiliated directors or to Behringer Advisors
or its affiliates except on the same terms as the options or warrants are sold to the general public and
the amount of the options or warrants does not exceed an amount equal to 10% of the outstanding
shares on the date of grant of the warrants and options;
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e make any investment that we believe would be inconsistent with our objectives of qualifying and
remaining qualified as a REIT; or

e operate in such a manner as to be classified as an “investment company” under the Investment
Company Act.

Change in Investment Objectives and Limitations

Our charter requires that our independent directors review our investment policies at least annually to
determine that the policies we follow are in the best interest of our stockholders. Each determination and the basis
therefor shall be set forth in the minutes of our board of directors. The methods of implementing our investment
policies also may vary as new investment techniques are developed. The methods of implementing our investment
objectives and policies, except as otherwise provided in the organizational documents, may be altered by a majority
of our directors, including a majority of the independent directors, without the approval of our stockholders.
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DESCRIPTION OF REAL ESTATE INVESTMENTS
General

As of January 6, 2005, we had purchased interests in eight real estate properties located in Colorado,
Georgia, Maryland, Minnesota, Missouri, Washington, D.C., and in Texas, where we own interests in two
properties. All of these properties consist of developed institutional quality office buildings with office space that is
currently leased to tenants. In the aggregate, these properties represent approximately 2,223,191 rentable square
feet. As of January 6, 2005, each of the properties was at least 77% leased. We believe that these properties are
adequately covered by insurance and are suitable for their intended purposes. The following pages provide certain
additional information about these properties.

Description of Properties
Minnesota Center

On October 15, 2003, we acquired an undivided 14.4676% tenant-in-common interest in Minnesota Center,
a 14-story office building containing approximately 276,425 rentable square feet and located on approximately four
acres of land in Bloomington, Minnesota. The total purchase price of Minnesota Center was approximately
$41,682,000, including preliminary closing costs of approximately $921,800. The purchase price for the transaction
was determined through negotiations between the Minnesota Center seller, TrizecHahn Regional Pooling, LLC, an
unrelated third-party, and our advisor. The purchase price for our 14.4676% undivided tenant-in-common interest in
Minnesota Center was $6,087,954, including our proportionate share of the preliminary closing costs. We used
borrowings of $4,340,280 under a loan agreement with Greenwich Capital Financial Products, Inc. (Greenwich
Capital) to pay a portion of the purchase price and paid the remaining purchase price from proceeds of the sale of
our common stock in our initial public offering. Our tenant-in-common interest is held by Behringer Harvard
Minnesota Center TIC II, LLC, a special single purpose Delaware limited liability company wholly owned by our
operating partnership.

The remaining tenant-in-common interests in Minnesota Center were acquired by various investors who
purchased their interests in a private offering sponsored by Behringer Harvard Holdings. Each tenant-in-common
investor, including us, is a party to the loan agreement. The total borrowings of all tenant-in-common interest
holders under the loan agreement was $30 million and the interest rate is fixed at 6.181% per annum. The loan
agreement has a seven year term, requires a minimum debt coverage ratio of not less than 1.10 to 1.00, and cannot
be prepaid until the earlier of (i) 42 months or (ii) two years after securitization.

In general, no sale, encumbrance or other transfer of an interest in the property, including our tenant-in-
common interest, is permitted without the lender’s prior written consent. Transfer of Minnesota Center, with an
assumption of the loan by the buyer, is subject to the lender’s approval of the buyer and satisfaction of certain other
conditions, including payment of a 1% assumption fee, plus costs and expenses. The loan allows for the substitution
of up to five tenants-in-common without triggering the due on sale clause or the 1% assumption fee. Any tenant-in-
common transfers exceeding the five substitutions will cause a pro rata share of the 1% assumption fee to be due and
payable.

The tenants-in-common, including us, have also entered into both a tenants-in-common agreement and a
property management agreement. The tenants-in-common are each obligated to pay their pro rata share of any
future cash contributions required in connection with the ownership, operation, management and maintenance of
Minnesota Center, as determined by Behringer Harvard TIC Management Services LP (TIC Management Services),
a subsidiary of HPT Management. If any tenant-in-common fails to pay any required cash contribution, any other
tenant-in-common may pay such amount. The nonpaying tenant-in-common will be required to reimburse the
paying tenant(s)-in-common within 30 days, together with interest. TIC Management Services may also withhold
distributions to the nonpaying tenant-in-common and pay such distributions to the paying tenant(s)-in-common until
such reimbursement is paid in full. In addition, the paying tenant(s)-in-common may be able to obtain a lien against
the undivided interest in the property of the nonpaying tenant-in-common and exercise other legal remedies. The
tenants-in-common also are required to indemnify the other tenants-in-common to the extent such other person pays
for a liability of a tenant-in-common or in the event a tenant-in-common causes a liability as a result of such tenant-
in-common’s actions or inactions.

All of the tenants-in-common must approve certain decisions relating to the property, including any future
sale, exchange, lease, release of all or a portion of the property, any loans or modifications of any loans secured by
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the property, the approval of any property management agreement, or any extension, renewal or modification
thereof. All other decisions relating to the property require the approval of a majority of the tenants-in-common. If
a tenant-in-common votes against or fails to consent to any action that requires the unanimous approval of the
tenants-in-common when at least 50% of the tenants-in-common have voted or provided consent for such action,
Behringer Harvard Holdings or its affiliates have the option to purchase such dissenting tenant-in-common’s interest
for fair market value.

Each tenant-in-common may sell, transfer, convey, pledge, encumber or hypothecate its undivided interest
in the property or any part thereof, provided that any transferee shall take such interest subject to the tenants-in-
common agreement and the property management agreement (to the extent the property management agreement is
then in effect); provided, however, such party must first provide Behringer Harvard Holdings and its affiliates,
including us, and second the other tenants-in-common, with the right to make an offer to purchase such selling
party’s interest.

Under the tenants-in-common agreement, all income, expenses, loss, liabilities and cash flow from the
property, and all cash proceeds from any sale, exchange or refinancing of the property, and all liabilities of the
property (except for items separately determined such as real estate taxes and management fees), are allocated to the
tenants-in-common in proportion to their undivided interests in the property.

The tenants-in-common have no right to possession of the property. However, any tenant-in-common may
partition the property subject to the right of Behringer Harvard Holdings or its affiliates to purchase a tenant-in-
common’s undivided interest at fair market value upon the filing of an action for partition. To the extent, however,
that Behringer Harvard Holdings or its affiliates do not elect to purchase all or a portion of the undivided interest,
then the other tenants-in-common shall be entitled to purchase the interest on the same terms and conditions.
However, any tenant-in-common that brings a partition action during the term of the Minnesota Center loan would
be in default under the loan.

The tenants-in-common agreement provides Behringer Harvard Holdings or its affiliates with an option to
purchase any defaulting tenant-in-common’s undivided interest in the property at fair market value. A defaulting
tenant-in-common is any tenant-in-common who is in default under the loan documents, the property management
agreement and/or the tenants-in-common agreement. However, neither Behringer Harvard Holdings nor its affiliates
are under any obligation to purchase a defaulting tenant-in-common’s interest.

In addition, the tenants-in-common agreement provides that (i) all rights and privileges of the tenants-in-
common under the tenants-in-common agreement are subordinate to the loan documents, (ii) the tenants-in-common
waive the right to exercise any remedy until the loan is paid in full, (iii) the tenants-in-common waive their right to
partition the property without the prior written consent of the lender, and (iv) each tenant-in-common waives any
lien rights that it may have against the co-tenancy interest of any other tenant-in-common during the term of the
loan.

Our affiliated property manager, HPT Management, will not serve as property manager for Minnesota
Center. TIC Management will serve as property manager for Minnesota Center and will be paid management fees in
the amount of up to 4% of monthly gross revenues from Minnesota Center and an asset management fee of
$100,000 per year, subject to certain limitations. Leasing will be undertaken through a third-party leasing company
which will be paid market rates. Notwithstanding these arrangements, the fees charged to us by affiliates of our
sponsor with respect to our ownership interests in Minnesota Center will not exceed the amount of such fees that
would be charged to us by our property manager or advisor.

Minnesota Center, which was constructed in 1987 and substantially renovated in 2000, includes among its
major tenants Computer Associates International, Inc., CB Richard Ellis, Inc. and Sun Microsystems, Inc.
Minnesota Center was approximately 94% leased as of September 30, 2004.

Computer Associates International, Inc., a Delaware corporation that develops eBusiness management
software solutions (Computer Associates), leases approximately 19% of the rentable square feet (approximately
52,656 square feet) of Minnesota Center for general office use. The annual base rent payable under the Computer
Associates lease is currently $15.21 per rentable square foot, increasing by $0.50 per rentable square foot on
November 1 of each year. The lease expires in 2007, and Computer Associates has two consecutive five year
renewal options.
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CB Richard Ellis, Inc., a Delaware corporation that provides commercial real estate services (CB Richard
Ellis), leases approximately 12% of the rentable square feet (approximately 32,823 square feet) of Minnesota
Center. The annual base rent payable under the CB Richard Ellis lease is $23.50 per square foot of rentable area
through September 30, 2003 and $24.00 per square foot of rentable area through September 30, 2008. The lease
expires on September 30, 2008, and CB Richard Ellis has one option to extend its lease for a period of five years.

Sun Microsystems, Inc., a California corporation that provides industrial-strength hardware and software
services (Sun Microsystems), leases approximately 5% of the rentable square feet (approximately 15,149 square
feet) of Minnesota Center. The annual base rent payable under the Sun Microsystems lease is $15.00 per rentable
square foot through August 31, 2004, and $15.50 per rentable square foot through August 31, 2005. The lease
expires on August 31, 2005 and Sun Microsystems has one option to extend its lease for a period of three years.

Enclave on the Lake

On April 12, 2004, we acquired an undivided 36.31276% tenant-in-common interest in Enclave on the
Lake, a 6-story office building containing approximately 171,090 rentable square feet and located on approximately
6.75 acres of land in Houston, Texas. The total purchase price of Enclave on the Lake was approximately
$28,650,000, exclusive of closing costs. The purchase price for the transaction was determined through negotiations
between the Enclave on the Lake seller, SVF Enclave Limited Partnership, an unrelated third-party, and our advisor.
The purchase price for our 36.31276% undivided tenant-in-common interest in the property was $10,403,606, plus
our proportionate share of the closing costs. We used borrowings of $7,262,552 under a loan agreement with State
Farm Life Insurance Company (State Farm) to pay a portion of the purchase price and paid the remaining purchase
price from proceeds of our initial public offering. Our tenant-in-common interest is held by Behringer Harvard
Enclave H LP, an entity that is wholly owned by our operating partnership.

Enclave on the Lake, which was constructed in 1999, is 100% leased to two tenants: SBM-IMODCO, Inc.
(SBM-IMUDCO) and Atlantia Offshore Limited (Atlantia), both 100% wholly-owned subsidiaries of IHC Caland
N.V. (IHC Caland), a Netherlands-based holding company involved in offshore oilfield services, marine dredging,
shipping and mining. IHC Caland has not provided any guaranties with respect to the payment of rent under the
leases.

Established in 1958 and acquired by IHC Caland in 1990, SBM-IMODCO, manufactures and sells floating
production, storage and offloading system projects. Its clients include major oil and gas operators (both
independents and contractors) as well as companies involved in transporting slurries and other fluids. SBM-
IMODCO leases 90,663 square feet for a current monthly base rent of $177,548 under a lease that expires in
February 2012. SBM-IMODCO has two five-year renewal options available.

Atlantia was founded in 1979 as a full-service offshore engineering company and was acquired by IHC
Caland in 2001. Atlantia leases 80,428 square feet for a current monthly base rent of $157,505 under a lease that
expires in February 2012. Atlantia has two five-year renewal options available.

The remaining tenant-in-common interests in the Enclave Property were acquired by various investors who
purchased their interests in a private offering sponsored by our affiliate, Behringer Harvard Holdings. Each tenant-
in-common investor, including us, is a borrower under the State Farm loan agreement. The total borrowings of all
tenant-in-common interest holders under the State Farm loan agreement was $20 million. The interest rate under the
loan is fixed at 5.45% per annum. The loan agreement allows for prepayment of the entire outstanding principal
after 42 months from the date of the loan agreement subject to the payment of a prepayment penalty. No
prepayment penalty is due after 81 months from the date of the loan agreement. The loan has a seven year term.

Under the loan agreement, each tenant-in-common interest holder’s liability is joint and several based upon
its pro rata ownership of the property, except that subject to non-recourse provisions that provide that State Farm
may not levy or execute judgment upon any property of the borrowers or their guarantors other than the property,
except as to a borrower and its guarantors, such borrower’s acts and omissions. Behringer Harvard Holdings and
Robert M. Behringer are guarantors of our interest in the State Farm loan.

In general, no sale, encumbrance or other transfer of interest in the property, including our tenant-in-
common interest, is permitted without State Farm’s prior written consent. We have the right prior to October 1,
2004, to sell and transfer one or more undivided interests in the property. Transfer of an interest in the property,
with an assumption of the State Farm loan by the buyer, is subject to State Farm’s approval of the buyer and
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satisfaction of certain other conditions. After the end of the syndication period, the State Farm loan allows for the
transfers of up to six additional tenants-in-common.

The tenants-in-common, including us, have also entered into both a tenants-in-common agreement and a
property management agreement. The tenants-in-common are each obligated to pay their pro rata share of any
future cash contributions required in connection with the ownership, operation, management and maintenance of
Enclave on the Lake, as determined by TIC Management Services. Under the tenants-in-common agreement if any
tenant-in-common fails to pay any required cash contribution, any other tenant-in-common may pay such amount.
The nonpaying tenant-in-common is required to reimburse the paying tenant(s)-in-common within 30 days, together
with interest at 10% per annum (but not more than the maximum rate allowed by law). Under the property
management agreement, TIC Management Services may also withhold distributions to the nonpaying tenant-in-
common and pay such distributions to the paying tenant(s)-in-common until such reimbursement is paid in full. In
addition, the paying tenant(s)-in-common may be able to obtain a lien against the undivided interest in the property
of the nonpaying tenant-in-common and exercise other legal remedies. The tenants-in-common also are required to
indemnify the other tenants-in-common to the extent such other person pays for a liability of a tenant-in-common or
in the event a tenant-in-common causes a liability as a result of such tenant-in-common’s actions or inactions.

All of the tenants-in-common must approve certain decisions relating to the property, including any future
sale, exchange, lease, release of all or a portion of the property, any loans or modifications of any loans secured by
the property, the approval of any property management agreement, or any extension, renewal or modification
thereof. All other decisions relating to the property require the approval of a majority of the tenants-in-common. If
a tenant-in-common votes against or fails to consent to any action that requires the unanimous approval of the
tenants-in-common when at least 50% of the tenants-in-common have voted or provided consent for such action,
Behringer Harvard Enclave H LP or its affiliates have the option to purchase such dissenting tenant-in-common’s
interest for fair market value.

Each tenant-in-common may sell, transfer, convey, pledge, encumber or hypothecate its undivided interest
in the property or any part thereof, provided that any transferee shall take such interest subject to the tenants-in-
common agreement and the property management agreement; provided, further however, such party must first
provide Behringer Harvard Enclave H LP and its affiliates, including us, and second the other tenants-in-common,
with the right to make an offer to purchase such selling party’s interest.

Under the tenants-in-common agreement, all income, expenses, loss, liabilities and cash flow from the
property, and all cash proceeds from any sale, exchange or refinancing of the property, and all liabilities of the
property (except for items separately determined such as real estate taxes and management fees), are allocated to the
tenants-in-common in proportion to their undivided interests in the property.

The tenants-in-common have no right to possession of the property. However, any tenant-in-common may
partition the property subject to first offering to sell its undivided interest to Behringer Harvard Enclave H LP, or its
affiliates at fair market value and second, offering to sell its undivided interest to the other tenants-in-common at fair
market value.

The tenants-in-common agreement provides Behringer Harvard Enclave H LP or its affiliates with an
option to purchase any defaulting tenant-in-common’s undivided interest in the property at fair market value. A
defaulting tenant-in-common is any tenant-in-common who is in default under the State Farm loan agreement, the
property management agreement and/or the tenants-in-common agreement. However, neither Behringer Harvard
Enclave H LP nor its affiliates are under any obligation to purchase a defaulting tenant-in-common’s interest.

In addition, Behringer Harvard Enclave H LP has the option, but not the obligation, to purchase all of the
tenants-in-common’s undivided interests in the property by providing notice of its election to exercise this option to
the tenants-in-common no sooner than three months prior to the end of the State Farm loan term and no later than 30
days prior to the end of the State Farm loan for the fair market value of the interests. In our discretion, we may offer
the tenants-in-common the option to exchange their interests for partnership interests in our operating partnership at
then current fair market value of our common stock.

Our affiliated property manager, HPT Management, will not serve as property manager for Enclave on the
Lake. Instead, its subsidiary, TIC Management Services will serve as property manager for Enclave on the Lake and
will be paid management fees in the amount of 3% of the monthly gross revenues from Enclave on the Lake and an
asset management fee of $42,000.00 per year, subject to certain limitations. Leasing will be undertaken through a
third-party leasing company which will be paid market rates. Notwithstanding these arrangements, the fees charged
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to us by affiliates of our sponsor with respect to the ownership interests in Enclave on the Lake will not exceed the
amount of such fees that would be charged to us by our property manager or advisor.

St. Louis Place

As of June 30, 2004, we acquired an undivided 35.709251% tenant-in-common interest in St. Louis Place,
a 20-story office building containing approximately 337,088 rentable square feet and located on approximately 0.68
acres of land in St. Louis, Missouri. The total purchase price of St. Louis Place to Behringer Harvard Holdings, as a
sponsor-affiliate, was approximately $30,150,000, exclusive of closing costs. The purchase price for the transaction
was determined through negotiations between the St. Louis Place seller, Trizec Holdings, Inc., an unrelated third-
party, and our advisor. We used borrowings of $7,141,850 under a loan agreement with Greenwich Capital to pay a
portion of our share of such contract purchase price and paid the remaining amount from proceeds of our offering of
common stock to the public. Our tenant-in-common interest is held by Behringer Harvard St. Louis Place H, LLC,
an entity that is wholly owned by our operating partnership.

St. Louis Place, which was constructed in 1983, was, as of September 30, 2004, approximately 85% leased,
including major tenants such as Fleishman-Hillard, Inc. (Fleishman-Hillard), Trizec Properties, Inc. (Trizec), Moser
& Marsalek, P.C. (Moser & Marsalek), and Peckham Guyton Albers & Viets, Inc.

Founded in 1946, Fleishman-Hillard, whose international headquarters are in St. Louis Place, offers
strategic communications counsel to local, national, and international clients. Fleishman-Hillard is part of Omnicom
Group Inc., a global marketing and corporate communications company. Fleishman-Hillard leases 142,366 square
feet for a current monthly base rent of $189,821 under a lease that expires in 2014. Fleishman-Hillard has two five-
year renewal options available.

Trizec is an owner and manager of commercial property in North America. Trizec is leasing 35,000 square
feet with rights to sublet for a current monthly base rent of $48,125 under a lease that expires in 2009. Trizec has
two one-year renewal options available. Trizec’s affiliates will continue to perform on-site management and leasing
of St. Louis Place through a subcontract with the property manager, HPT Management, our affiliate.

Moser & Marsalek is a St. Louis based law firm founded in 1925, with a practice consisting of civil trials
and appeals. Moser & Marsalek currently leases 25,446 square feet with a current monthly base rent of $32,338
under a lease that expires in 2015. Moser & Marsalek has two five-year renewal options available.

Peckham Guyton Albers & Viets, Inc., an architectural firm founded in 1965 with offices in Kansas City
and St. Louis, designed St. Louis Place. It currently employs nearly 100 architects, planners, interior designers,
exhibit designers, and administrative staff. This tenant leases 22,168 square feet of space for a current monthly base
rent of $27,710 that expires in 2006, with no renewal options available.

The remaining tenant-in-common interests in the St. Louis Place Property were acquired by various
investors who purchased their interests in a private offering sponsored by Behringer Harvard Holdings. Each tenant-
in-common investor, including us, is a party to the loan agreement. The total borrowings of all tenant-in-common
interest holders under the loan agreement was $20,000,000 and the interest rate is fixed at 6.078% per annum. The
loan agreement has a seven year term and cannot be prepaid until the earlier of (i) 42 months or (ii) 2 years after
securitization.

Under the loan agreement, each tenant-in-common interest holder’s liability is joint and several based upon
its pro rata ownership of the property, though non-recourse provisions provide that Greenwich Capital may not levy
or execute judgment upon any property of the borrowers or their guarantors other than the property, except as to a
borrower and its guarantors, such borrower’s acts and omissions. Behringer Harvard Holdings and Robert M.
Behringer are guarantors of our interest in the State Farm loan.

In general, no sale, encumbrance or other transfer of interest in the property, including our tenant-in-
common interest, is permitted without the lender’s prior written consent. We have the right prior to October 1, 2004
to sell and transfer one or more undivided interests in the property. Transfer of an interest in St. Louis Place, with
an assumption of the loan by the buyer, is subject to the lender’s approval of the buyer and satisfaction of certain
other conditions, including payment of a $2,000 processing fee, all reasonable out-of-pocket costs and expenses
incurred by the lender and an assumption fee of 1% of the substitute tenant-in-common borrower’s pro-rata share of
the then unpaid principal.
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The tenants-in-common, including us, have also entered into both a tenants-in-common agreement and a
property and asset management agreement. The tenants-in-common are each obligated to pay their pro rata share of
any future cash contributions required in connection with the ownership, operation, management and maintenance of
St. Louis Place, as determined by TIC Management Services. If any tenant-in-common fails to pay any required
cash contribution, any other tenant-in-common may pay such amount. The nonpaying tenant-in-common is required
to reimburse the paying tenant(s)-in-common within 30 days, together with interest. TIC Management Services may
also withhold distributions to the nonpaying tenant-in-common and pay such distributions to the paying tenant(s)-in-
common until such reimbursement is paid in full. In addition, the paying tenant(s)-in-common may be able to
obtain a lien against the undivided interest in the property of the nonpaying tenant-in-common and exercise other
legal remedies. The tenants-in-common also are required to indemnify the other tenants-in-common to the extent
such other person pays for a liability of a tenant-in-common or in the event a tenant-in-common causes a liability as
a result of such tenant-in-common’s actions or inactions.

All of the tenants-in-common must approve certain decisions relating to the property, including any future
sale, exchange, lease, release of all or a portion of the property, any loans or modifications of any loans secured by
the property, the approval of any property management agreement, or any extension, renewal or modification
thereof. All other decisions relating to the property require the approval of a majority of the tenants-in-common. If
a tenant-in-common votes against or fails to consent to any action that requires the unanimous approval of the
tenants-in-common when at least 50% of the tenants-in-common have voted or provided consent for such action,
Behringer Harvard St. Louis Place H, LLC or its affiliates have the option to purchase such dissenting tenant-in-
common’s interest for fair market value.

Each tenant-in-common may sell, transfer, convey, pledge, encumber or hypothecate its undivided interest
in the property or any part thereof, provided that any transferee shall take such interest subject to the tenants-in-
common agreement and the property and asset management agreement (to the extent the property and asset
management agreement is then in effect); provided further, however, such party must first provide Behringer
Harvard St. Louis Place H, LLC and its affiliates, including us, and second, the other tenants-in-common, with the
right to make an offer to purchase such selling party’s interest.

Under the tenants-in-common agreement, all income, expenses, loss, liabilities and cash flow from the
property, and all cash proceeds from any sale, exchange or refinancing of the property, and all liabilities of the
property (except for items separately determined such as real estate taxes and management fees), are allocated to the
tenants-in-common in proportion to their undivided interests in the property.

The tenants-in-common have no right to possession of the property. However, any tenant-in-common may
partition the property subject to first offering to sell its undivided interest to Behringer Harvard St. Louis Place H,
LLC, or its affiliates at fair market value (as defined in the tenants-in-common agreement) and second, offering to
sell its undivided interest to the other tenants-in-common at fair market value.

The tenants-in-common agreement provides Behringer Harvard St. Louis Place H, LLC or its affiliates with
an option to purchase any defaulting tenant-in-common’s undivided interest in the property at fair market value. A
defaulting tenant-in-common is any tenant-in-common who is in default under the loan agreement, the property and
asset management agreement and/or the tenants-in-common agreement. However, neither Behringer Harvard
St. Louis Place H, LLC nor its affiliates are under any obligation to purchase a defaulting tenant-in-common’s
interest.

In addition, Behringer Harvard St. Louis Place H, LLC has the option, but not the obligation, to purchase
all of the tenants-in-common’s undivided interests in the property by providing notice of its election to exercise this
option to the tenants-in-common upon the earlier of (i) one year prior to the end of the term of the loan agreement,
(i1) the announcement by us of our intention to liquidate our assets or (iii) the announcement by us of our intention
to liquidate our investment portfolio or to list our equity securities on any national securities exchange or The
Nasdaq Stock Market. In our discretion, we may offer the tenants-in-common the option to exchange their interests
for equity securities in us or in Behringer Harvard OP I at their fair market value. In the event that we exercise the
option and do not offer the tenants-in-common the option to exchange their interests for such equity securities or a
tenant-in-common elects not to exchange its interest for the equity securities, the purchase price shall be paid in
cash.

The property and asset management agreement remains in effect until the earlier to occur of (i) the sale of
the property or any portion thereof, as to such portion of the property sold only (other than any sale of an undivided
interest held by a tenant-in-common to a party that will acquire such interest subject to the tenants-in-common
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agreement and the property and asset management agreement), or (ii) December 31, 2025; provided, however, the
property and asset management agreement terminates on December 31, 2005 and each anniversary of such date
unless all of the tenants-in-common consent to the continuation of the property and asset management agreement.
In addition, the property and asset management agreement may be terminated by Behringer Harvard TIC
Management Services for any reason upon 60 days’ written notice or in the event the tenants-in-common are in
default in the performance of any of their obligations under the agreement and such default remains uncured for 30
days following written notice.

Colorado Building

On August 10, 2004, we acquired an undivided 79.475165% tenant-in-common interest in Colorado
Building, an 11-story office building containing approximately 121,701 rentable square feet, located on
approximately 0.31 acres of land in Washington, D.C. The total purchase price of Colorado Building was
approximately $44,000,000, exclusive of closing costs. The purchase price for the transaction was determined
through negotiations between the Colorado Building seller, Hippo Properties LLC, an unrelated third-party, and our
advisor. The purchase price for our 79.475165% interest in the property was approximately $35,000,000, excluding
closing costs. We used borrowings of $22,253,046 under a loan agreement with Greenwich Capital Financial
Products, Inc. to pay a portion of such purchase price and paid the remaining purchase price from proceeds of the
offering of our common stock to the public. Our tenant-in-common interest is held by Behringer Harvard Colorado
H, LLC, which is wholly owned by our operating partnership, Behringer Harvard Operating Partnership I, LP.

The Colorado Building, which was constructed in 1903 and completely renovated from 1987 to 1989, was,
as of September 30, 2004, approximately 81% leased to tenants, including major tenants such as Bowne of New
York City, Inc., InfoTech Strategies, Inc., Wilson, Elser, Moskowitz, Edelman & Dicker, LLP, the U.S. General
Services Administration (Environmental Protection Agency) and the Community Transportation Association of
America.

Bowne of New York City, Inc. is an affiliate of Bowne & Co., Inc., a global leader in providing financial
printing, digital printing and electronic delivery of personalized communications, and an array of business process
outsourcing and other services. Bowne leases approximately 32,871 square feet for a current monthly base rent of
$125,848 under a lease that expires in 2009. Bowne has one option to extend its lease for a period of ten years or
two five-year options to extend its lease.

Infotech Strategies, Inc. is an information and communication technology consulting firm that specializes
in helping business in the digital marketplace. Infotech leases approximately 11,160 square feet for a current
monthly base rent of $34,484 under a lease that expires in 2007. Infotech has one option to extend its lease for a
period of ten years.

Wilson, Elser, Moskowitz, Edelman & Dicker, LLP, a law firm, leases approximately 11,393 square feet
for a current monthly base rent of $39,728 under a lease that expires in 2009. Wilson has one five-year option to
extend its lease.

The United States of America (Department of Labor) has entered into two leases for a total of
approximately 10,294 square feet. The aggregate monthly base rent under the two leases is $29,517. Each lease is
for a period of five years, with one five-year option to extend the lease.

The United States of America (Environmental Protection Agency) leases approximately 10,957 square feet
for a current monthly base rent of $36,661 under a lease that expires in 2012 with no extension options.

The Community Transportation Association of America, which specializes in advancing public
transportation, leases approximately 10,779 square feet for a current monthly base rent of $32,002 under a lease that
expires in 2007 with no extension options.

The remaining tenant-in-common interests in the property were acquired by various investors who
purchased their interests in a private offering sponsored by Behringer Harvard Holdings. Each tenant-in-common
investor, including us, is a party to the loan agreement. The total borrowings of all tenant-in-common interest
holders under the loan agreement is $28,000,000. The interest rate under the loan is fixed at 6.075% per annum.
The loan is guaranteed by Robert M. Behringer and Behringer Harvard Holdings. The loan agreement allows for
prepayment of the entire outstanding principal with no prepayment fee from and after the third payment date prior to
maturity, with at least 15 days’ prior notice. The loan has a ten year term.
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Under the loan agreement, each tenant-in-common interest holder’s liability is joint and several based upon
its pro rata ownership of the property, though non-recourse provisions provide that the lender may not levy or
execute judgment upon any property of the borrowers or their guarantors other than the property, except as to a
borrower and its guarantors, such borrower’s recourse liabilities.

In general, no sale, encumbrance or other transfer of interest in the property, including our tenant-in-
common interest, is permitted without the lender’s prior written consent. We have a one-time right to sell and
transfer one or more undivided interests in the property. Transfer of an interest in the property, with an assumption
of the loan by the buyer, is subject to the lender’s approval of the buyer and satisfaction of certain other conditions,
including payment of a $2,000 processing fee and all reasonable out-of-pocket costs and expenses incurred by the
lender.

The tenants-in-common, including us, have also entered into both a tenants-in-common agreement and a
property and asset management agreement. The tenants-in-common are each obligated to pay their pro rata share of
any future cash contributions required in connection with the ownership, operation, management and maintenance of
the property, as determined by TIC Management Services. Under the tenants-in-common agreement, if any tenant-
in-common fails to pay any required cash contribution, any other tenant-in-common may pay such amount. The
nonpaying tenant-in-common is required to reimburse the paying tenant(s)-in-common within 15 days. Under the
property and asset management agreement, the TIC Management Services may also withhold distributions to the
nonpaying tenant-in-common and pay such distributions to the paying tenant(s)-in-common until such
reimbursement is paid in full. In addition, the paying tenant(s)-in-common may be able to obtain a lien against the
undivided interest in the property of the nonpaying tenant-in-common and exercise other legal remedies. The
tenants-in-common also are required to indemnify the other tenants-in-common to the extent such other person pays
for a liability of a tenant-in-common or in the event a tenant-in-common causes a liability as a result of such tenant-
in-common’s actions or inactions.

All of the tenants-in-common must approve certain decisions relating to the property, including any future
sale, exchange, lease, release of all or a portion of the property, any loans or modifications of any loans secured by
the property, the approval of any property management agreement, or any extension, renewal or modification
thereof. All other decisions relating to the property require the approval of a majority of the tenants-in-common. If
a tenant-in-common votes against or fails to consent to any action that requires the unanimous approval of the
tenants-in-common when at least 50% of the tenants-in-common have voted or provided consent for such action,
Behringer Harvard Colorado Building H, LLC or its affiliates have the option to purchase such dissenting tenant-in-
common’s interest for fair market value.

Each tenant-in-common may sell, transfer, convey, pledge, encumber or hypothecate its undivided interest
in the property or any part thereof, provided that any transferee shall take such interest subject to the tenants-in-
common agreement and the property and asset management agreement (to the extent the property and asset
management agreement is then in effect); provided further, however, such party must first provide Behringer
Harvard Colorado Building H, LLC and its affiliates, including us, and second, the other tenants-in-common, with
the right to make an offer to purchase such selling party’s interest.

Under the tenants-in-common agreement, all income, expenses, loss, liabilities and cash flow from the
property, and all cash proceeds from any sale, exchange or refinancing of the property, and all liabilities of the
property (except for items separately determined such as real estate taxes and management fees), are allocated to the
tenants-in-common in proportion to their undivided interests in the property.

The tenants-in-common have no right to possession of the property. However, any tenant-in-common may
partition the property subject to first offering to sell its undivided interest to Behringer Harvard Colorado
Building H, LLC, or its affiliates at fair market value (as defined in the tenants-in-common agreement) and second,
offering to sell its undivided interest to the other tenants-in-common at fair market value.

The tenants-in-common agreement provides Behringer Harvard Colorado Building H, LLC or its affiliates
with an option to purchase any defaulting tenant-in-common’s undivided interest in the property at fair market
value. A defaulting tenant-in-common is any tenant-in-common who is in default under the loan agreement, the
property and asset management agreement and/or the tenants-in-common agreement. However, neither Behringer
Harvard Colorado Building H, LLC nor its affiliates are under any obligation to purchase a defaulting tenant-in-
common’s interest.

In addition, Behringer Harvard Colorado Building H, LLC has the option, but not the obligation, to
purchase all of the tenants-in-common’s undivided interests in the property by providing notice of its election to
exercise this option to the tenants-in-common upon the earlier of (i) one year prior to the end of the loan term, (ii)
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the announcement by us of our intention to liquidate our assets or (iii) the announcement by us of our intention to
liquidate our investment portfolio or to list our equity securities on any national securities exchange or The Nasdaq
Stock Market. In our discretion, we may offer the tenants-in-common the option to exchange their interests for
equity securities in us or our umbrella partnership at their fair market value. In the event that we exercise the option
and do not offer the tenants-in-common the option to exchange their interests for such equity securities or a tenant-
in-common elects not to exchange its interest for the equity securities, the purchase price shall be paid in cash.

The property and asset management agreement remains in effect until the earlier to occur of (i) the sale of
the property or any portion thereof, as to such portion of the property sold only (other than any sale of an undivided
interest held by a tenant-in-common to a party that will acquire such interest subject to the tenants-in-common
agreement and the property and asset management agreement), or (ii) December 31, 2025; provided, however, the
property and asset management agreement terminates on December 31, 2005 and each anniversary of such date
unless all of the tenants-in-common consent to the continuation of the property and asset management agreement.
In addition, the property and asset management agreement may be terminated by Behringer Harvard TIC
Management Services for any reason upon 60 days’ written notice or in the event the tenants-in-common are in
default in the performance of any of their obligations under the agreement and such default remains uncured for 30
days following written notice.

Travis Tower

On October 1, 2004, we acquired an undivided 60% tenant-in-common interest in Travis Tower, a 21-story
office building containing approximately 507,470 rentable square feet and a 10-story parking garage located on
approximately 1.1079 acres of land in Houston, Texas. The contract purchase price of Travis Tower exclusive of
closing costs and initial escrows was $52,000,000. The purchase price for the transaction was determined through
negotiations between the Travis Tower seller, AEW/McCord, L.P., an unrelated third-party, and our advisor. We
used borrowings of $22,650,000 under a loan agreement with Bear Stearns Commercial Mortgage, Inc. to pay a
portion of our share of such contract purchase price and paid the remaining amount from proceeds of the offering of
our common stock to the public. Our tenant-in-common interest is held by Behringer Harvard Travis Tower H LP,
an entity that is wholly owned by Behringer Harvard OP 1.

Travis Tower, which was constructed in 1955, was, as of October 1, 2004, approximately 85% leased and
includes the following major tenants: CenterPoint Energy, Inc., Linebarger Goggan Blair Pena & Sampson LLP,
Edge Petroleum Corporation and Samson Lone Star LP.

CenterPoint Energy, Inc. is a domestic energy delivery company that includes electric transmission and
distribution, natural gas distribution and sales, interstate pipeline and gathering operations and, according to its
records, generates more than 14,000 megawatts of power in Texas. CenterPoint leases 280,168 square feet for an
annual rent of $4,885,194, under a lease that expires in September 2008. CenterPoint has two five-year renewal
options available.

Linebarger Goggan Blair Pena & Sampson LLP is a law firm that focuses on helping governmental entities
improve their collections. Linebarger leases 51,479 square feet for an annual rent of $965,231, under a lease that
expires in January 2010. Linebarger has two five-year renewal options available.

Edge Petroleum Corporation is an oil and natural gas company engaged in the exploration, development,
acquisition and production of crude oil and natural gas properties in the United States. Edge leases 34,018 square
feet for an annual rent of $583,976, under a lease that expires in July 2013. Edge has two five-year renewal options
available.

Samson Lone Star LP is a privately held oil and gas exploration, acquisition and production company.
Samson leases 21,571 square feet for an annual rent of $404,456, under a lease that expires in October 2007.
Samson has two five-year renewal options available.

The remaining 40% tenant-in-common interest in the property was acquired by Behringer Harvard Travis
Tower S LP, an indirect wholly owned subsidiary of Behringer Harvard Holdings. Behringer Harvard Travis
Tower S LP intends to sell all or a portion of its 40% tenant-in-common interest to various investors. Each tenant-
in-common investor, including us, will be a borrower under the loan agreement. The total borrowings of all tenant-
in-common interest holders under the loan agreement is $37,750,000, including the $22,650,000 borrowed by us.
The interest rate under the loan is fixed at 5.434% per annum, and repayment is not permitted until the earlier of (i)
two years after securitization or (ii) the third anniversary of the first monthly payment date made under the loan
agreement. Prepayment during the last three months of the loan may be made without any substitution of collateral
or compensation. The loan agreement has a ten-year term.
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Under the loan agreement, each tenant-in-common interest holder’s liability is joint and several based upon
its pro rata ownership of the property, though non-recourse provisions provide that the lender may not levy or
execute judgment upon any property of the borrowers or their guarantors other than property, except that each
borrower and its guarantors, are liable for losses incurred by the lender attributable to (i) such parties’ fraud or
intentional misrepresentation; (ii) such borrower’s removal or disposal of any portion of the property after an event
of default; (iii) such borrower’s failure to obtain the lender’s prior written consent to any subordinate financing or
other voluntary lien encumbering such borrower’s interest in the property; (iv) such borrower’s failure to obtain the
lender’s prior written consent to any assignment, transfer or conveyance of such borrower’s interest in the property
or any portion thereof as required by the loan agreement; (v) such borrower’s violation of any of the special purpose
entity covenants and requirements contained in the loan agreement or the related loan documents;: (vi) the breach by
such borrower of any representation, warranty, covenant or indemnification provision in the loan agreement or the
related deed of trust concerning environmental laws, hazardous substances and asbestos and any indemnification of
the lender with respect thereto in either document; provided, however, that such borrower’s guarantor will not be
liable for these losses unless (a) in the event of a breach of any environmental representation, the breach involved
such borrower’s or guarantor’s actual knowledge of the incorrectness or untruth of the underlying representation,
and (b) in the event of any breached warranty, covenant or indemnification, the breach was caused, in whole or in
part, by the actions of either such borrower or guarantor; (viii) the gross negligence or willful misconduct of such
borrower; and (ix) any election by such borrower to terminate or not to renew the property management agreement.

In general, no sale, encumbrance or other transfer of interest in the property, including our tenant-in-
common interest, is permitted without the lender’s prior written consent.

In addition, in connection with the purchase by Behringer Harvard Travis Tower S LP of its tenant-in-
common interest in the property, its indirect parent company, Behringer Harvard Holdings, borrowed $12,600,000
from First American Bank, SSB under a bridge loan. The bridge loan bears interest at the greater of (i) 6% per
annum, or (ii) 1% in excess of the variable rate of interest per annum established from time to time in the Money
Rates column of The Wall Street Journal (Central Edition) or, if such publication designates two or more published
rates as the “prime rate,” the rate of interest per annum publicly announced by First American Bank as its prime rate
in effect at its principal office in Dallas, Texas. Commencing on January 1, 2005, and continuing thereafter through
final maturity, the bridge loan is to be paid in quarterly installments of all accrued and unpaid interest with the entire
amount of unpaid principal and interest due on October 1, 2005. It is anticipated that the bridge loan will be paid
with the proceeds of the sale by Behringer Harvard Travis Tower S LP of its tenant-in-common interest in the
property to third-party purchasers.

Pursuant to the Amended and Restated Accommodation Agreement between us and Behringer Harvard
Holdings, we guaranteed the bridge loan and pledged an amount of cash held in an account with First American
Bank equal to the principal amount of the bridge loan to support such guarantee. We received a fee of 1% of the
bridge loan ($126,000) in consideration for such guarantee for an initial six-month period and will receive an
additional 1% for any additional six-month period thereafter.

The tenants-in-common, including us, have also entered into both a tenants-in-common agreement and a
property and asset management agreement with TIC Management Services. The tenants-in-common are each
obligated to pay their pro rata share of any future cash contributions required in connection with the ownership,
operation, management and maintenance of the property, as determined by TIC Management Services. Under the
tenants-in-common agreement, if any tenant-in-common fails to pay any required cash contribution, any other
tenant-in-common may pay such amount. The nonpaying tenant-in-common is required to reimburse the paying
tenant(s)-in-common within 30 days, together with interest at 10% per annum (but not more than the maximum rate
allowed by law). Under the property management agreement, the TIC Management Services may also withhold
distributions to the nonpaying tenant-in-common and pay such distributions to the paying tenant(s)-in-common until
such reimbursement is paid in full. In addition, the paying tenant(s)-in-common may be able to obtain a lien against
the undivided interest in the property of the nonpaying tenant-in-common and exercise other legal remedies. The
tenants-in-common also are required to indemnify the other tenants-in-common to the extent such other person pays
for a liability of a tenant-in-common or in the event a tenant-in-common causes a liability as a result of such tenant-
in-common’s actions or inactions.

All of the tenants-in-common must approve certain decisions relating to the property, including any future
sale, exchange, lease or release of all or a portion of the property, any loans or modifications of any loans secured by
the property, the approval of any property management agreement, or any extension, renewal or modification
thereof. All other decisions relating to the property require the approval of a majority of the tenants-in-common. If
a tenant-in-common votes against or fails to consent to any action that requires the unanimous approval of the
tenants-in-common when at least 50% of the tenants-in-common have voted or provided consent for such action,
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Behringer Harvard Travis Tower H LP or its affiliates have the option, but not the obligation, to purchase such
dissenting tenant-in-common’s interest for fair market value.

Each tenant-in-common may sell, transfer, convey, pledge, encumber or hypothecate its undivided interest
in the property or any part thereof, provided that any transferee shall take such interest subject to the tenants-in-
common agreement and the property management agreement (to the extent that the property management agreement
is then in effect); provided, further however, such party must provide first to Behringer Harvard Travis Tower H LP
and its affiliates and second to the other tenants-in-common, the right to make an offer to purchase such selling
party’s interest.

Under the tenants-in-common agreement, all income, expenses, loss, liabilities and cash flow from the
property, and all cash proceeds from any sale, exchange or refinancing of the property, and all liabilities of the
property (except for items separately determined such as real estate taxes and management fees), are allocated to the
tenants-in-common in proportion to their undivided interests in the property.

The tenants-in-common have no right to possession of the property. However, subject to the restrictions of
the loan agreement, any tenant-in-common may partition the property subject to first offering to sell its undivided
interest to Behringer Harvard Travis Tower H LP or its affiliates at fair market value and second, offering to sell its
undivided interest to the other tenants-in-common at fair market value.

The tenants-in-common agreement provides Behringer Harvard Travis Tower H LP or its affiliates with an
option, but not the obligation, to purchase any defaulting tenant-in-common’s undivided interest in the property at
fair market value. A defaulting tenant-in-common is any tenant-in-common who is in default under the loan
agreement, the property management agreement and/or the tenants-in-common agreement.

In addition, Behringer Harvard Travis Tower H LP has the option, but not the obligation, to purchase all of
the tenants-in-common’s undivided interests in the property by providing notice of its election to exercise this option
to the tenants-in-common upon the earlier of (i) during the last year prior to the expiration of the loan agreement,

(i1) the announcement by us of our intention to liquidate our assets or (iii) the announcement by us of our intention
to liquidate our investment portfolio or to list our equity securities on any national securities exchange or The
Nasdaq Stock Market. In our discretion, we may offer the tenants-in-common the option to exchange their interests
for equity securities in us or our umbrella partnership at their fair market value. In the event that we exercise the
option and do not offer the tenants-in-common the option to exchange their interests for such equity securities or a
tenant-in-common elects not to exchange its interest for the equity securities, the purchase price is paid in cash.

The property management agreement remains in effect until the earlier to occur of (i) the sale of the
property or any portion thereof, as to only such portion of the property sold (other than any sale of an undivided
interest held by a tenant-in-common to a party that will acquire such interest subject to the tenants-in-common
agreement and the property management agreement), or (ii) December 31, 2030; provided, however, the property
management agreement terminates on December 31, 2005 and each anniversary of such date unless all of the
tenants-in-common consent to the continuation of the property management agreement. In addition, the property
management agreement may be terminated by TIC Management Services for any reason upon 60 days’ written
notice or in the event the tenants-in-common are in default in the performance of any of their obligations under the
agreement and such default remains uncured for 30 days following written notice.

Cyprus Building

On December 16, 2004, we acquired the Cyprus Building, a four-story office building containing
approximately 153,048 rentable square feet located on approximately 8.2 acres of land in Englewood, Colorado, a
suburb of Denver, through Behringer Harvard Cyprus, LLC, a wholly-owned subsidiary of Behringer Harvard OP .
The contract purchase price of the Cyprus Building, exclusive of closing costs and initial escrows, was $19,800,000.
The purchase price for the transaction was determined through negotiations between the Cyprus Building seller,
PERA Mineral, Inc., an unrelated third-party, and our advisor. We used proceeds from our public offering to pay
the entire purchase price and all closing costs of the acquisition.

The Cyprus Building, which was constructed in 1988, is 100% leased to one tenant, Phelps Dodge
Corporation. The tenant does not currently occupy the building and the building is vacant as of the closing date.

Phelps Dodge Corporation is an international mineral and chemical producer. Phelps Dodge leases
153,048 square feet for an annual rent of $2,408,885 under a lease that expires in October 2008. Phelps Dodge has
three five-year renewal options available.
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HPT Management has the sole and exclusive right to manage, operate, lease and supervise the overall
maintenance of the Cyprus Building. Among other things, the HPT Management will have the authority to negotiate
and enter into leases of the property on our behalf, to incur costs and expenses, to pay property operating costs and
expenses from property cash flow or reserves and to require that we provide sufficient funds for the payment of
operating expenses. HPT Management has subcontracted certain of its on-site management services and all leasing
services to Trammell Crow Services, Inc.

As compensation for its services, HPT Management or its affiliates are entitled to the following
reimbursements for their out-of-pocket costs and on-site personnel costs and the following compensation:

1. A property management fee equal to 3% of the monthly gross revenues from the Cyprus Building.
2. An annual asset management fee equal to 0.5% of the asset value.

Leasing commissions of 6% will be paid on any new leases to be divided 4% to the outside broker and 2%
paid to Trammell Crow Services, Inc. On lease renewals, a total commission of 4% will be paid with 2% paid to the
outside broker and 2% paid to Trammell Crow Services, Inc.

250 West Pratt Street Property

On December 17, 2004, we acquired an undivided 50.67995% tenant-in-common interest in the 250 West
Pratt Street Property, a 24-story office building containing approximately 368,194 rentable square feet located on
approximately 0.75 acres of land in Baltimore, Maryland. The contract purchase price of the 250 West Pratt Street
Property, exclusive of closing costs and initial escrows, was $51,816,488. The purchase price for the transaction
was determined through negotiations between the 250 West Pratt Street Property seller, Trizec 250 W. Pratt, LLC,
an unrelated third-party, and our advisor. We used borrowings of $18,751,582 under a loan agreement with
Citigroup Global Markets Realty Corp. to pay a portion of our share of such contract purchase price and paid the
remaining amount from proceeds of the public offering of our common stock. Our tenant-in-common interest is
held by Behringer Harvard Pratt H, LLC, an entity that is wholly owned by Behringer Harvard OP 1.

The 250 West Pratt Street Property, which was constructed in 1986, is approximately 76% leased and
includes the following major tenants: Vertis, Inc., Semmes Bowen & Semmes, and the United States General
Services Administration (GSA).

Vertis is a provider of targeted advertising, media and marketing services. Vertis leases 57,631 square feet
for an annual rent of $1,618,304 under a lease that expires in August 2007, with a five-year renewal option
available.

Semmes is a full-service law firm with a national civil practice. Semmes leases 48,426 square feet for an
annual rent of $1,365,729 under a lease that expires in April 2008.

The GSA assists and supports Federal Agencies by offering superior workplaces, expert solutions,
acquisition services and management policies. The GSA leases 41,000 square feet for an annual rent of $1,086,500
under a lease that expires in June 2007, with a five-year renewal option available.

The remaining 49.32005% tenant-in-common interest in the 250 West Pratt Street Property was acquired
by various investors who purchased their interests in a private offering sponsored by Behringer Harvard Holdings.
Each tenant-in-common investor, including us, is a borrower under the loan agreement. The total borrowings of all
tenant-in-common interest holders under the loan agreement was $37,000,000, including the $18,751,582 borrowed
by us. The interest rate under the loan is fixed at 5.285% per annum, and repayment in whole (but not in part) is
permitted from and after the third payment date prior to the maturity date, provided that at least fifteen days’ prior
written notice is given. The loan agreement has a ten-year term.

Under the loan agreement, each tenant-in-common interest holder’s liability is joint and several based upon
its pro rata ownership of the 250 West Pratt Street Property, though non-recourse provisions provide that the lender
may not levy or execute judgment upon any property of the borrowers or their guarantors other than the 250 West
Pratt Street Property, except that each borrower and its guarantors are liable for losses incurred by the lender
attributable to (i) such parties’ fraud or intentional misrepresentation; (ii) such borrower’s removal or disposal of
any portion of the property after an event of default; (iii) such borrower’s failure to obtain the lender’s prior written
consent to any subordinate financing or other voluntary lien encumbering such borrower’s interest in the 250 West
Pratt Street Property; (iv) such borrower’s failure to obtain the lender’s prior written consent to any assignment,
transfer or conveyance of such borrower’s interest in the 250 West Pratt Street Property or any portion thereof as
required by the loan agreement; (v) such borrower’s violation of any of the special purpose entity covenants and
requirements contained in the loan agreement or the related loan documents; (vi) the breach by such borrower of any
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representation, warranty, covenant or indemnification provision in the loan agreement or the related deed of trust
concerning environmental laws, hazardous substances and asbestos and any indemnification of the lender with
respect thereto in either document; provided, however, that such borrower’s guarantor will not be liable for these
losses unless (A) in the event of a breach of any environmental representation, the breach involved such borrower’s
or guarantor’s actual knowledge of the incorrectness or untruth of the underlying representation, and (B) in the event
of any breached warranty, covenant or indemnification, the breach was caused, in whole or in part, by the actions of
either such borrower or guarantor; (viii) the gross negligence or willful misconduct of such borrower; and (ix) any
election by such borrower to terminate or not to renew the property management agreement.

In general, no sale, encumbrance or other transfer of interest in the 250 West Pratt Street Property,
including our tenant-in-common interest, is permitted without the lender’s prior written consent.

The tenants-in-common, including us, have also entered into both a tenants-in-common agreement and a
property and asset management agreement with TIC Management Services. The tenants-in-common are each
obligated to pay their pro rata share of any future cash contributions required in connection with the ownership,
operation, management and maintenance of the 250 West Pratt Street Property, as determined by TIC Management
Services. Under the Pratt Tenants-in-common Agreement, if any tenant-in-common fails to pay any required cash
contribution, any other tenant-in-common may pay such amount. The nonpaying tenant-in-common is required to
reimburse the paying tenant(s)-in-common within 30 days, together with interest at 10% per annum (but not more
than the maximum rate allowed by law). Under the property management agreement, TIC Management Services
may also withhold distributions to the nonpaying tenant-in-common and pay such distributions to the paying
tenant(s)-in-common until such reimbursement is paid in full. In addition, the paying tenant(s)-in-common may be
able to obtain a lien against the undivided interest in the property of the nonpaying tenant-in-common and exercise
other legal remedies. The tenants-in-common are also required to indemnify the other tenants-in-common to the
extent such other person pays for a liability of a tenant-in-common or in the event a tenant-in-common causes a
liability as a result of such tenant-in-common’s actions or inactions.

All of the tenants-in-common must approve certain decisions relating to the 250 West Pratt Street Property,
including any future sale, exchange, lease or release of all or a portion of the 250 West Pratt Street Property, any
loans or modifications of any loans secured by the 250 West Pratt Street Property, the approval of any property
management agreement, or any extension, renewal or modification thereof. All other decisions relating to the 250
West Pratt Street Property require the approval of a majority of the tenants-in-common. If a tenant-in-common
votes against or fails to consent to any action that requires the unanimous approval of the tenants-in-common when
at least 50% of the tenants-in-common have voted or provided consent for such action, Behringer Harvard Pratt H,
LLC or its affiliates have the option, but not the obligation, to purchase such dissenting tenant-in-common’s interest
for fair market value.

Each tenant-in-common may sell, transfer, convey, pledge, encumber or hypothecate its undivided interest
in the 250 West Pratt Street Property or any part thereof, provided that any transferee shall take such interest subject
to the tenants-in-common agreement and the property management agreement (to the extent that the property
management agreement is then in effect); provided, further however, such party must provide first to Behringer
Harvard Pratt H, LLC and its affiliates and second to the other tenants-in-common, the right to make an offer to
purchase such selling party’s interest.

Under the tenants-in-common agreement, all income, expenses, loss, liabilities and cash flow from the 250
West Pratt Street Property, and all cash proceeds from any sale, exchange or refinancing of the property, and all
liabilities of the property (except for items separately determined such as real estate taxes and management fees), are
allocated to the tenants-in-common in proportion to their undivided interests in the property.

The tenants-in-common have no right to possession of the 250 West Pratt Street Property. However,
subject to the restrictions of the loan agreement, any tenant-in-common may partition the 250 West Pratt Street
Property subject to first offering to sell its undivided interest to Behringer Harvard Pratt H, LLC or its affiliates at
fair market value and second, offering to sell its undivided interest to the other tenants-in-common at fair market
value.

The tenants-in-common agreement provides Behringer Harvard Pratt H, LLC or its affiliates with an
option, but not the obligation, to purchase any defaulting tenant-in-common’s undivided interest in the 250 West
Pratt Street Property at fair market value. A defaulting tenant-in-common is any tenant-in-common who is in
default under the loan agreement, the property management agreement and/or the tenants-in-common agreement.

In addition, Behringer Harvard Pratt H, LLC has the option, but not the obligation, to purchase all of the
tenants-in-common’s undivided interests in the 250 West Pratt Street Property by providing notice of its election to
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exercise this option to the tenants-in-common upon the earlier of (i) during the last year prior to the expiration of the
loan agreement, (ii) the announcement by us of our intention to liquidate our assets or (iii) the announcement by us
of our intention to liquidate our investment portfolio or to list our equity securities on any national securities
exchange or the Nasdaq Stock Market. In our discretion, we may offer the tenants-in-common the option to
exchange their interests for equity securities in us or our umbrella partnership at their fair market value. In the event
that we exercise the option and do not offer the tenants-in-common the option to exchange their interests for such
equity securities or a tenant-in-common elects not to exchange its interest for the equity securities, the purchase
price is paid in cash.

The property management agreement remains in effect until the earlier to occur of (i) the sale of the 250
West Pratt Street Property or any portion thereof, as to only such portion of the 250 West Pratt Street Property sold
(other than any sale of an undivided interest held by a tenant-in-common to a party that will acquire such interest
subject to the tenants-in-common agreement and the property management agreement), or (ii) December 31, 2030;
provided, however, the property management agreement terminates on December 31, 2005 and each anniversary of
such date unless all of the tenants-in-common consent to the continuation of the property management agreement.
In addition, the property management agreement may be terminated by TIC Management Services for any reason
upon 60-days’ written notice or in the event the tenants-in-common are in default in the performance of any of their
obligations under the agreement and such default remains uncured for 30 days following written notice.

Ashford Perimeter

On January 6, 2005, we acquired Ashford Perimeter, a six-story office building containing approximately
288,175 rentable square feet and a four-story parking garage located on approximately 10.6 acres of land in Atlanta,
Georgia through Behringer Harvard Ashford Perimeter H, LLC, a wholly-owned subsidiary of Behringer Harvard
OP 1. The contract purchase price of the Ashford Perimeter, exclusive of closing costs and initial escrows, was
$46,300,000. The purchase price for the transaction was determined through negotiations between the Ashford
Perimeter seller, HSOV Ashford Perimeter, LLC, an unrelated third-party, and our advisor. We used borrowings of
$35,400,000 under a loan agreement with Bear Stearns Commercial Mortgage, Inc. to pay a portion of our share of
such contract purchase price and paid the remaining amount from proceeds of the offering of our common stock to
the public.

Ashford Perimeter, which was constructed in 1982, is approximately 84% leased and includes the
following major tenants: Verizon Wireless, Noble Systems Corporation and Coalition America, Inc.

Verizon Wireless, a joint-venture of Verizon and Vodafone Group, is a national provider of wireless
telecommunication services. Verizon Wireless leases 115,465 square feet for an annual rent of $2,173,226 under a
lease that expires in May 2009.

Noble Systems Corporation provides call center software, computer telephone and customer contact
technology to a variety of industries. Noble Systems Corporation leases 35,165 square feet for an annual rent of
$773,630 under a lease that expires in October 2011.

Coalition America, Inc. provides billing and collection services for the medical industry. Coalition
America, Inc. leases 23,270 square feet for an annual rent of $511,940 under a lease that expires in October 2006.

We entered into the loan agreement on January 6, 2005. The interest rate under the loan is fixed at 5.02%
per annum until January 31, 2006, and 5.3% per annum, thereafter. Monthly payments of interest are required
through February 2007, with monthly interest and principal payments required beginning March 1, 2007 and
continuing to the maturity date. Prepayment, in whole or in part, is permitted from and after the third payment date
prior to the maturity date, provided that at least 30 days’ prior written notice is given. The loan agreement has a
seven-year term.

In addition, we have guaranteed payment of the debt under the loan agreement in the event that (i)
Behringer Harvard Ashford Perimeter H, LLC files a voluntary petition under the U.S. Bankruptcy Code or any
other federal or state bankruptcy or insolvency law, or (ii) an involuntary case is commenced against the initial
borrower under the loan agreement under the Bankruptcy Code or any other federal or state bankruptcy or
insolvency law with the collusion of Behringer Harvard Ashford Perimeter H, LLC or any of its affiliates.

HPT Management has the sole and exclusive right to manage, operate, lease and supervise the overall
maintenance of Ashford Perimeter. Among other things, HPT Management will have the authority to negotiate and
enter into leases of the property on our behalf, to incur costs and expenses, to pay property operating costs and
expenses from property cash flow or reserves and to require that we provide sufficient funds for the payment of
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operating expenses. HPT Management has subcontracted certain of its on-site management services and all leasing
services to Trammell Crow Services, Inc.

As compensation for its services, HPT Management or its affiliates is entitled to the following
reimbursements for its out-of-pocket costs and on-site personnel costs and the following compensation:

1. A property management fee equal to 3% of the monthly gross revenues from Ashford Perimeter.
2. An annual asset management fee equal to 0.5% of the asset value.

Leasing commissions of 6% will be paid on any new leases to be divided 4% to the outside broker and 2%
paid to Trammell Crow Services, Inc. On lease renewals, a total commission of 4% will be paid with 2% paid to the
outside broker and 2% paid to Trammell Crow Services, Inc.

Competition

Our properties are all located in areas that include highly competitive properties. The number of
competitive properties in a particular area could have a material adverse effect on both our ability to lease space at
any of our properties or at newly acquired (or developed) properties, and the amount of rent we can charge at our
properties. We compete with many property owners, such as corporations, limited partnerships, individual owners,
other real estate investment trusts, insurance companies and pension funds. We also compete with properties owned
by other Behringer Harvard programs. Many of our competitors have greater financial and other resources than we
have and may have substantially more operating experience than either us or Behringer Advisors.

Insurance

We believe that we have property and liability insurance with reputable, commercially rated companies.
We also believe that our insurance policies contain commercially reasonable deductibles and limits, adequate to
cover our properties. We expect to maintain such insurance coverage and to obtain similar coverage with respect to
any additional properties we acquire in the near future. Further, we have title insurance relating to our properties in
an aggregate amount that we believe to be adequate.

Regulations

Our properties, as well as any other properties that we may acquire in the future, are subject to various
federal, state and local laws, ordinances and regulations, including, among other things, zoning regulations, land use
controls, environmental controls relating to air and water quality, noise pollution and indirect environmental impacts
such as increased motor vehicle activity. We believe that we have all permits and approvals necessary under current
law to operate our properties.
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PRIOR PERFORMANCE SUMMARY
Prior Investment Programs

The information presented in this section represents the historical experience of certain real estate
programs managed by our advisor and its dffiliates, including certain officers and directors of our advisor. Our
investors should not assume that they will experience returns, if any, comparable to those experienced by investors
in such prior real estate programs. Investors who purchase our shares will not thereby acquire any ownership
interest in any partnerships or corporations to which the following information relates or in any other programs of
our affiliates.

Our chief executive officer and founder, Robert M. Behringer, has served as general partner, chief
executive officer and/or director in 40 prior programs over the last fifteen years, which includes three other public
programs and 36 privately offered programs. Based on an analysis of the operating results of the prior programs,
Mr. Behringer believes that each of such programs has met or is meeting its principal investment objectives in a
timely manner.

The information in this section and in the Prior Performance Tables included in this prospectus as
Exhibit A shows relevant summary information concerning real estate programs sponsored by our affiliates. The
Prior Performance Tables set forth information as of the dates indicated regarding certain of these prior programs as
to (1) experience in raising and investing funds (Table I); (2) compensation to sponsor (Table II); (3) annual
operating results of prior real estate programs (Table III); (4) results of completed programs (Table IV); and
(5) results of sales or disposals of property (Table V). Additionally, Table VI, which is contained in Part II of the
registration statement for this offering and which is not part of the prospectus, provides certain additional
information relating to properties acquired by the prior real estate programs. We will furnish copies of such table to
any prospective investor upon request and without charge. The purpose of this prior performance information is to
enable you to evaluate accurately the experience of our advisor and its affiliates in sponsoring like programs. The
following discussion is intended to summarize briefly the objectives and performance of the prior real estate
programs and to disclose any material adverse business developments sustained by them.

Public Programs

Currently, affiliates of Behringer Advisors are sponsoring two public real estate programs with
substantially the same investment objectives as ours, Behringer Harvard Short-Term Fund I and Behringer Harvard
Mid-Term Fund I. The initial public offerings with respect to those programs are expected to terminate on or before
February 19, 2005. In addition, affiliates of Behringer Advisors propose to sponsor a public offering by a newly
formed entity that will have investment objectives substantially similar to ours, Behringer Harvard Opportunity
REIT I. The registration statement of Behringer Harvard Opportunity REIT I is proposed to be for the offer and sale
to the public of up to 40 million shares of common stock at a price of $10.00 per share, plus an additional 8 million
shares of common stock at a maximum price of $9.50 per share pursuant to the distribution reinvestment plan of
Behringer Harvard Opportunity REIT I. As described in the “Prior Performance Summary,” Robert M. Behringer
and his affiliates have also sponsored other privately offered real estate programs with substantially similar
investment objectives as ours, and which are still operating and may acquire additional properties in the future.
Behringer Advisors and its affiliates will likely experience conflicts of interest as they simultaneously perform
services for us and other Behringer Harvard sponsored programs.

The aggregate dollar amount of the acquisition and development costs of the properties in which the two
prior publicly offered limited partnerships and us purchased interests, as of December 31, 2004, was approximately
$233.5 million. Following is a table showing the breakdown of the aggregate amount of acquisition and
development costs of the properties purchased by Behringer Harvard Short-Term Fund I, Behringer Harvard Mid-
Term Fund I and us as of December 31, 2004:

Type of Property New Used Construction
Office and Industrial Buildings 0% 100% 0%
Retail Property 0% 100% 0%
Development Property 0% 0% 100%
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The following is a breakdown of the aggregate amount of acquisition and development costs of the
properties purchased by Behringer Harvard REIT I, Behringer Harvard Short-Term Fund I and Behringer Harvard
Mid-Term Fund I as of December 31, 2004, by 100% fee ownership interests, ownership of tenant-in-common (TIC)
interests, and ownership of joint venture interests:

Fund 100% Owned TIC Interests Joint Ventures
Behringer Harvard REIT 1 13.3% 86.7% -
Behringer Harvard Short-Term Fund I 33.8% - 66.2%
Behringer Harvard Mid-Term Fund I 100% - -

Historically, each of the public programs sponsored by our affiliates, including us, has experienced losses
during the first several quarters of its operation. Many of these losses can be attributed to initial start-up costs and a
lack of revenue producing activity prior to the programs’ initial property investments. Losses also may reflect a
delay between the date a property investment is made and the period when revenues from such property investment
begin to accrue. Furthermore, the programs have sold no properties, and thus, any appreciation or depreciation of
the properties is not reflected in the net income of the programs.

Upon request, prospective investors may obtain from us without charge copies of offering materials and
any reports prepared in connection with any of the Behringer Harvard public programs, including a copy of the most
recent Annual Report on Form 10-K filed with the Securities and Exchange Commission. For a reasonable fee, we
will also furnish upon request copies of the exhibits to any such Form 10-K. Any such request should be directed to
our Secretary. Many of the offering materials and reports prepared in connection with the Behringer Harvard public
programs are also available on our web site, Attp.//www.bhfunds.com. In addition, the Securities and Exchange
Commission maintains a web site at http://www.sec.gov that contains reports, proxy and information statements and
other information regarding registrants that file electronically with the Securities and Exchange Commission.

Behringer Harvard Short-Term Fund I

Behringer Harvard Short-Term Fund I, a Texas limited partnership, was formed in July 2002 to acquire
interests in office, office-tech, retail, apartment, industrial and hotel properties. Robert M. Behringer and Behringer
Harvard Advisors II LP, an affiliate of our advisor, serve as the general partners of Behringer Harvard Short-Term
Fund I. The public offering of Behringer Harvard Short-Term Fund I’s units of limited partnership interest
commenced on February 19, 2003. As of December 31, 2004, Behringer Harvard Short-Term Fund I had raised
gross offering proceeds of approximately $69.1 million from the issuance of approximately 6.9 million units of
limited partnership interest to approximately 2,664 investors. As of December 31, 2004, Behringer Harvard Short-
Term Fund I had purchased interests in six real estate properties amounting to an investment of approximately $60.7
million (purchase price including debt financing). Behringer Harvard Short-Term Fund I owns an interest in the
following properties:

e The Woodall Rodgers Property. This property, acquired in February 2004, is located in Dallas, Texas
and consists of a five-story office building built in 1983, containing approximately 74,090 rentable
square feet and a free-standing single-story bank office building built in 1982. The buildings are
located on approximately 1.7 acres subject to a ground lease that expires in 2097. The property also
includes approximately 1.6 acres of undeveloped adjacent land that currently is under contract for sale.
Behringer Harvard Short-Term Fund I owns a 100% fee simple interest in this property. As of
December 31, 2004, the Woodall Rodgers Property was 100% leased and includes as its major tenants
Republic Title of Texas, Inc. and Precept Builders, Inc.

e  The Quorum Property. This property, acquired in July 2004, is located in Addison, Texas, a suburb of
Dallas, Texas, and consists of a seven-story office building built in 1981, containing approximately
133,799 rentable square feet, a parking garage and a nine-lane drive-through bank facility. The
buildings are located on approximately 3.9 acres of land. Behringer Harvard Short-Term Fund I owns
a 100% fee simple interest in this property. As of December 31, 2004, the Quorum Property was
approximately 60% leased and includes as its major tenants KMC Insurance Services, Inc., Workflow
Studios, Inc. and JP Morgan/Chase Bank.

e  The Skillman Property. This property, acquired in July 2004, is located in Dallas, Texas and consists
of a shopping/service center built in 1985 containing approximately 98,764 rentable square feet. The
property is located on approximately 7.3 acres of land. Behringer Harvard Short-Term Fund I owns an
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85.71% interest in the Skillman Property through direct and indirect partnership interests in a limited
partnership that owns the property. As of December 31, 2004, the Skillman Property was
approximately 91% leased and includes as its major tenants Compass Bank, Re/Max Associates of
Dallas and El Fenix.

e The Central Property. This property, acquired in August 2004, is located in Dallas, Texas and consists
of a six-story office building containing approximately 87,292 rentable square feet. The property is
located on approximately 0.66 acres of land. Behringer Harvard Short-Term Fund I owns a 50%
interest in the Central Property through direct and indirect partnership interests in a limited partnership
that owns the property. As of December 31, 2004, the Central Property was approximately 63% leased
and includes as its major tenants BGO Architects, Dr. Monty Buck and Michael Burns and Associates,
Inc.

e  The Coit Property. This property, acquired in October 2004, is located in Plano, Texas, a suburb of
Dallas, Texas, and consists of a two-story office building built in 1986, containing approximately
105,030 rentable square feet. The property is located on approximately 12.3 acres of land. Behringer
Harvard Short-Term Fund I owns a 90% interest in the Coit Property through direct and indirect
partnership interests in a limited partnership that owns the property. As of December 31, 2004, the
Coit Property was 100% leased to one tenant, CompUSA, Inc.

e  Mockingbird Commons. This property, acquired in November 2004, is located in Dallas, Texas and
consists of a 5.4-acre site that is planned for redevelopment as a 475,000 square feet mixed-use project
with a boutique hotel high rise luxury condominiums and retail. Behringer Harvard Short-Term Fund I
owns a 70% interest in the Mockingbird Commons Property through direct and indirect partnership
interests in a limited partnership that owns the property.

Behringer Harvard Mid-Term Fund I

Behringer Harvard Mid-Term Fund I, a Texas limited partnership, was formed in July 2002 to acquire
interests in institutional quality office and office service center properties having desirable locations, personalized
amenities, high quality construction and creditworthy commercial tenants. Robert M. Behringer and Behringer
Harvard Advisors I LP, an affiliate of our advisor, serve as the general partners of Behringer Harvard Mid-Term
Fund I. The public offering of Behringer Harvard Mid-Term Fund’s units of limited partnership interest
commenced on February 19, 2003. As of December 31, 2004, Behringer Harvard Mid-Term Fund I had raised gross
offering proceeds of approximately $31.5 million from the issuance of approximately 3.2 million units of limited
partnership interest to approximately 994 investors. As of December 31, 2004, Behringer Harvard Mid-Term Fund I
had purchased interests in three real estate properties amounting to an investment of approximately $18.2 million
(purchase price including debt financing). Behringer Harvard Mid-Term Fund I owns following properties:

e  The Hopkins Property. This property, which was acquired in March 2004, is located in Hopkins,
Minnesota, which is a suburb of Minneapolis. The property contains a one-story office building built
in 1980, containing approximately 29,660 of rentable square feet and located on approximately 2.5
acres of land. Behringer Harvard Mid-Term Fund I owns a 100% fee simple interest in this property.
Pursuant to a lease terminating in September 2010, the property is 100% leased to SunGard Financial
Systems, Inc., which is a wholly owned subsidiary of SunGard Data Systems.

e  The Northpoint Property. This property, which was acquired in June 2004, is located in Dallas, Texas
and consists of a two-story office building built in 1978 containing approximately 79,049 rentable
square feet. The property is located on approximately 5.1 acres of land. Behringer Harvard Mid-Term
Fund I owns a 100% fee simple interest in this property. As of December 31, 2004, the Northpoint
Property was 100% leased and includes as its major tenants Centex Homes and Medical Edge
Healthcare Group, Inc.

e  The Tucson Way Property. This property, which was acquired in October 2004, is located in
Englewood, Colorado, a suburb of Denver. The property consists of a two-story office building built
in 1985 containing approximately 70,660 rentable square feet. The property is located on
approximately 6.02 acres of land. Behringer Harvard Mid-Term Fund I owns a 100% fee simple
interest in this property. The Tucson Way Property is 100% leased to Raytheon Company on a triple-
net basis through April 2012.
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Private Programs

The prior privately offered programs sponsored by our affiliates include 28 real estate limited partnerships,
seven tenant-in-common offerings and one private REIT. The total amount of funds raised from investors in the 36
prior private offerings was approximately $173.4 million, and the total number of investors in such programs was
approximately 590. In addition, a newly formed entity, Behringer Harvard Strategic Opportunity Fund I LP, will
commence a private offering of up to $50 million worth of its units of limited partnership interest in the first quarter
of 2005. Behringer Harvard Strategic Opportunity Fund I LP has investment objectives substantially similar to ours.
See Tables I and II of the Prior Performance Tables for more detailed information about the experience of our
affiliates in raising and investing funds for the private offerings initiated over the last three years and compensation
paid to the sponsors of these programs.

The aggregate dollar amount of the acquisition and development costs of the properties purchased by the
privately offered programs previously sponsored by our affiliates, as of June 30, 2004, was $437.6 million. Of this
aggregate amount, approximately 96.8% was spent on existing or used properties, approximately 2.6% was spent on
construction properties, and approximately 0.6% was spent on acquiring or developing land. Of the aggregate
amount, approximately 84.1% was spent on acquiring or developing office buildings, approximately 11.9% was
spent on acquiring or developing golf centers and marinas, approximately 1.9% was spent on acquiring or
developing multi-tenant residential properties (apartments), approximately 1.5% was spent on acquiring or
developing retail centers, and approximately 0.6% was spent on acquiring or developing storage facilities. These
properties were located in Texas, Minnesota, Arkansas, Missouri, Florida and the U.S. Virgin Islands, and the
aggregate purchase price in each of these jurisdictions was $206.4 million, $122.4 million, $56.2 million,
$36.5 million, $11.4 million and $4.8 million, respectively. The following table shows a breakdown by percentage
of the aggregate amount of the acquisition and development costs of the properties purchased by the prior private
real estate programs as of September 30, 2004:

Type of Property New Used Construction
Office buildings 0.0% 97.8% 2.2%
Apartments 0.0 100.0 0.0
Retail 0.0 100.0 0.0
Marinas / Golf 0.0 91.3 8.7
Land 0.0 100.0 0.0
Storage facilities 0.0 100.0 0.0

As of June 30, 2004, these programs have sold 36 of the total of 59 properties, or 61% of such properties.
The original purchase price of the properties that were sold was $178.6 million, and the aggregate sales price of such
properties was $207.9 million. See Tables III, IV and V of the Prior Performance Tables for more detailed
information as to the operating results of such programs whose offerings closed since January 1, 1995, results of
such programs that have completed their operations since December 31, 1996 and the sales or other disposals of
properties with investment objectives similar to ours since January 1, 1997.

As of June 30, 2004, the percentage of these programs, by investment, with investment objectives similar to
ours is 84.9%. Over the last six years, the privately offered real estate programs of our affiliates with investment
objectives similar to ours purchased a total of 30 office buildings with an aggregate purchase price of $371.5
million, using $248.3 million in purchase mortgage financing. These buildings were located in Texas and
Minnesota and had an aggregate of 2.1 million square feet of gross leasable space. For more detailed information
regarding acquisitions of properties by such programs since January 1, 1995, see Table VI contained in Part II of the
registration statement of which this prospectus is a part. We will provide a copy of Table VI to any prospective
investor upon request and without charge.

Behringer Harvard Holdings or its affiliates sponsor private offerings of tenant-in-common interests for the
purpose of facilitating the acquisition of real estate properties to be owned in co-tenancy arrangements with persons
who wish to invest the proceeds from a prior sale of real estate in another real estate investment for purposes of
qualifying for like-kind exchange treatment under Section 1031 of the Internal Revenue Code. As of December 31,
2004, Behringer Harvard Holdings or one or more of its affiliates had sponsored seven such offerings, in which a
real estate fund affiliated with or sponsored by Behringer Harvard Holdings, has purchased the property directly
from the seller and then sold tenant-in-common interests in these properties through an assignment of the purchase
and sale agreement relating to the property. Behringer Harvard REIT I has participated in six such transactions, in
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which Behringer Harvard REIT I has directly purchased an interest in the property from the seller, and thus, is also a
tenant-in-common with purchasers of the offered tenant-in-common interests.

Behringer Harvard Minnesota Center TIC I, LLC was formed as a special purpose limited liability
company formed by Behringer Harvard Holdings to offer, pursuant to a private placement offering, the tenant-in-
common interests in Minnesota Center that were not purchased by Behringer Harvard REIT 1. For a description of
Minnesota Center, please see the section of this prospectus under the heading “Prior Performance Summary — Public
Programs — Behringer Harvard REIT 1.” The private placement offering of tenant-in-common interests commenced
on July 10, 2003, and was completed on October 15, 2003. Behringer Harvard Minnesota Center TIC I, LLC raised
total gross offering proceeds of approximately $14.1 million from the sale of 22 tenant-in-common interests.

Behringer Harvard Enclave S LP was formed as a special purpose limited partnership formed by Behringer
Harvard Holdings to offer, pursuant to a private placement offering, the tenant-in-common interests in Enclave on
the Lake that were not purchased by Behringer Harvard REIT 1. For a description of Enclave on the Lake, please
see the section of this prospectus under the heading “Prior Performance Summary — Public Programs — Behringer
Harvard REIT 1.” The private placement offering of tenant-in-common interest commenced on March 1, 2004 and
was completed on April 12, 2004. Behringer Harvard Enclave S LP raised total gross offering proceeds of
approximately $7.7 million from the sale of 13 tenant-in-common interests.

Behringer Harvard Beau Terre S, LLC was formed as a special purpose limited liability company formed
by Behringer Harvard Holdings to offer undivided tenant-in-common interests in Beau Terre Office Park pursuant to
a private placement offering. Beau Terre Office Park is located in Bentonville, Arkansas. The property contains
approximately 36 single-story office buildings, with approximately 371,083 rentable square feet of office space and
is located on approximately 70 acres of land. The private placement offering of tenant-in-common interests
commenced on May 12, 2004 and was completed on August 18, 2004. Behringer Harvard Beau Terre S, LLC raised
total gross offering proceeds of approximately $17.6 million from the sale of 28 tenant-in-common interests.

Behringer Harvard St. Louis Place S, LLC was formed as a special purpose limited liability company
formed by Behringer Harvard Holdings to offer, pursuant to a private placement offering, the tenant-in-common
interests in St. Louis Place that were not purchased by Behringer Harvard REIT I. For a description of St. Louis
Place, please see the section of this prospectus under the heading “Prior Performance Summary — Public Programs —
Behringer Harvard REIT 1.” The private placement offering of tenant-in-common interests commenced on June 1,
2004 and was completed on July 15, 2004. Behringer Harvard St. Louis Place S, LLC raised total gross offering
proceeds of approximately $10.6 million from the sale of 14 tenant-in-common interests.

Behringer Harvard Colorado Building S, LLC was formed as a special purpose limited liability company
formed by Behringer Harvard Holdings to offer, pursuant to a private placement offering, the tenant-in-common
interests in Colorado Building that were not purchased by Behringer Harvard REIT 1. For a description of Colorado
Building, please see the section of this prospectus under the heading “Prior Performance Summary — Public
Programs — Behringer Harvard REIT 1.” The private placement offering of tenant-in-common interests commenced
on July 8, 2004 and was completed on August 10, 2004. Behringer Harvard Colorado Building S, LLC raised total
gross offering proceeds of approximately $5 million from the sale of eight tenant-in-common interests.

Behringer Harvard Travis Tower S LP was formed as a special purpose limited partnership formed by
Behringer Harvard Holdings to offer, pursuant to a private placement offering, the tenant-in-common interests in
Travis Tower that were not purchased by Behringer Harvard REIT 1. For a description of Travis Tower, please see
the section of this prospectus under the heading “Prior Performance Summary — Public Programs — Behringer
Harvard REIT 1.” The private placement offering of tenant-in-common interests commenced on September 17,
2004 and was completed on December 10, 2004. Behringer Harvard Travis Tower S LP raised total gross offering
proceeds of approximately $10.4 million from the sale of 20 tenant-in-common interests.

Behringer Harvard Pratt S, LLC was formed as a special purpose limited liability company formed by
Behringer Harvard Holdings to offer, pursuant to a private placement offering, the tenant-in-common interests in the
250 West Pratt Street Property that were not purchased by Behringer Harvard REIT 1. For a description of 250 West
Pratt Street Property, please see the section of this prospectus under the heading “Prior Performance Summary —
Public Programs — Behringer Harvard REIT 1.” The private placement offering of tenant-in-common interests
commenced on November 11, 2004 and was completed on December 17, 2004. Behringer Harvard Pratt S, LLC
raised total gross offering proceeds of approximately $13.8 million from the sale of 18 tenant-in-common interests.
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In addition to the foregoing, from time to time, programs sponsored by us or our affiliates may conduct
other private offerings of securities.

The prior programs sponsored by our affiliates have occasionally been adversely affected by the cyclical
nature of the real estate market. They have experienced, and can be expected in the future to experience, decreases
in net income when economic conditions decline. Some of these programs have also been unable to optimize their
returns to investors because of requirements to liquidate when adverse economic conditions caused real estate prices
to be relatively depressed. For example, in 2000 and 2001, in markets where Harvard Property Trust, Inc. and
BRP (SV), L.P., had investments, owners of commercial office space had lowered ability to claim higher rental rates
from new tenant leases and sell assets at the same time new office space became available in such markets. As the
real estate market turned downward during this time, Harvard Property Trust, Inc.’s ability to enhance revenue was
adversely impacted and, as a result, cash flow for distributions was negatively affected. Also, its asset sale prices for
transactions in 2000 and 2001 were substantially lower than projections, impacting overall company performance
negatively. In response to such downward trends, Harvard Property Trust, Inc.’s management liquidated portfolio
properties in an effort to limit the negative economic effects. As a result, that program ultimately realized an 11.4%
annualized weighted average return. See Table I in the Prior Performance tables beginning on page A-2. The same
real estate cycle downturn impacted BRP (SV), L.P., by slowing the pace of leasing vacant space, limiting the ability
to make distributions, and delaying refinancing of the existing mortgage. Our business will be affected by similar
conditions.

Neither our advisor nor any of our affiliates, including Mr. Behringer, has any substantial experience with
investing in mortgage loans. Although we currently do not expect to make significant investments in mortgage
loans, we may make such investments to the extent our advisor determines that it is advantageous to us, due to the
state of the real estate market or in order to diversify our investment portfolio. See “Management” for a description
of the experience of each of our directors and executive officers.

No assurance can be made that our program or other programs sponsored by our advisor and its affiliates
will ultimately be successful in meeting their investment objectives. See Table III elsewhere in this prospectus for
figures that show the lower profit on sale of properties posted by Harvard Property Trust, Inc. in 2000 and 2001, and
the significant difference in gross revenue posted by BRP (SV), L.P., in 2000 as compared to 2001, as a result of
fluctuations in the real estate market.
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FEDERAL INCOME TAX CONSIDERATIONS
General

The following is a summary of material federal income tax considerations associated with an investment in
shares of our common stock. This summary does not address all possible tax considerations that may be material to
an investor and does not constitute tax advice. Moreover, this summary does not deal with all tax aspects that might
be relevant to you, as a prospective stockholder, in light of your personal circumstances; nor does it deal with
particular types of stockholders that are subject to special treatment under the Internal Revenue Code, such as
insurance companies, tax-exempt organizations or financial institutions or broker-dealers. The Internal Revenue
Code provisions governing the federal income tax treatment of REITs are highly technical and complex, and this
summary is qualified in its entirety by the express language of applicable Internal Revenue Code provisions,
Treasury Regulations promulgated thereunder and administrative and judicial interpretations thereof.

We urge you, as a prospective investor, to consult your own tax advisor regarding the specific tax
consequences to you of a purchase of shares, ownership and sale of the shares and of our election to be taxed as a
REIT, including the federal, state, local, foreign and other tax consequences of such purchase, ownership, sale and
election.

Opinion of Counsel

Morris, Manning & Martin, LLP has acted as our counsel, has reviewed this summary and is of the opinion
that it fairly summarizes the federal income tax considerations addressed that are material to our stockholders.
Morris, Manning & Martin has provided us an opinion that we have organized in conformity with the requirements
for qualification and taxation as a REIT under the Internal Revenue Code taxable year ended December 31, 2004,
and our proposed method of operation will enable us to meet the requirements for qualification and taxation as a
REIT under the Code. In providing its opinion, Morris, Manning & Martin is relying, as to certain factual matters,
upon the statements and representations contained in certificates provided by us to Morris, Manning & Martin.
Moreover, our qualification for taxation as a REIT depends on our ability to meet the various qualification tests
imposed under the Code discussed below, the results of which will not be reviewed by Morris, Manning & Martin.
Accordingly, we cannot assure you that the actual results of our operations for any one taxable year will satisfy these
requirements. See “Risk factors — Federal income tax risks.” The statements made in this section of the prospectus
and in the opinion of Morris, Manning & Martin are based upon existing law and Treasury Regulations, as currently
applicable, currently published administrative positions of the Internal Revenue Service and judicial decisions, all of
which are subject to change, either prospectively or retroactively. We cannot assure you that any changes will not
modify the conclusions expressed in counsel’s opinion. Moreover, an opinion of counsel is not binding on the
Internal Revenue Service, and we cannot assure you that the Internal Revenue Service will not successfully
challenge our status as a REIT.

Taxation of the Company

We plan to make an election to be taxed as a REIT under Sections 856 through 860 of the Internal Revenue
Code, effective for our taxable year ending December 31, 2004. We believe that, commencing with such taxable
year, we will be organized and will operate in such a manner as to qualify for taxation as a REIT under the Internal
Revenue Code, and we intend to continue to operate in such a manner, but no assurance can be given that we will
operate in a manner so as to qualify or remain qualified as a REIT. Pursuant to our charter, our board of directors
has the authority to make any tax elections on our behalf that, in their sole judgment, are in our best interest. This
authority includes the ability to elect to not qualify as a REIT for federal income tax purposes or, after our REIT
qualification, to cause us to revoke or otherwise terminate our status as a REIT. Our board of directors has the
authority under our charter to make these elections without the necessity of obtaining the approval of our
stockholders. In addition, our board of directors has the authority to waive any restrictions and limitations contained
in our charter that are intended to preserve our status as a REIT during any period in which our board of directors
determined not to pursue or preserve our status as a REIT. If our board of directors were to determine that election
to be taxed as a REIT for our taxable year ending December 31, 2004 were not in our best interest or the best
interest of our stockholders, our board of directors could decide not to elect REIT status.

Although we currently intend to operate so as to be taxed as a REIT, changes in the law could affect that
decision. For example, in 2003, Congress passed major federal tax legislation that illustrates the changes in tax law
that could affect that decision. One of the changes reduced the tax rate on dividends paid by corporations to
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individuals to a maximum of 15%. REIT dividends generally do not qualify for this reduced rate. The tax changes
did not, however, reduce the corporate tax rates. Therefore, the maximum corporate tax rate of 35% has not been
affected. Even with the reduction of the rate of tax on dividends received by individuals, the combined maximum
corporate and individual federal income tax rates is 44.75% and, with the effect of state income taxes, the combined
tax rate can exceed 50%. If we qualify for taxation as a REIT, we generally will not be subject to federal corporate
income taxes on that portion of our ordinary income or capital gain that we distribute currently to our stockholders.
Thus, REIT status generally continues to result in substantially reduced tax rates when compared to taxation of
corporations.

Although REITSs continue to receive substantially better tax treatment than entities taxed as corporations, it
is possible that future legislation would cause a REIT to be a less advantageous tax status for companies that invest
in real estate, and it could become more advantageous for such companies to elect to be taxed for federal income tax
purposes as a corporation. As a result, our charter provides our board of directors with the ability, under certain
circumstances, to elect not to qualify us as a REIT or, after we have qualified as a REIT, to revoke or otherwise
terminate our REIT election and cause us to be taxed as a corporation, without the vote of our stockholders. Our
board of directors has fiduciary duties to us and to all investors and could only cause such changes in our tax
treatment if it determines in good faith that such changes are in the best interest of our stockholders.

If we qualify for taxation as a REIT, we generally will not be subject to federal corporate income taxes on
that portion of our ordinary income or capital gain that we distribute currently to our stockholders, because the REIT
provisions of the Internal Revenue Code generally allow a REIT to deduct distributions paid to its stockholders.
This substantially eliminates the federal “double taxation” on earnings (taxation at both the corporate level and
stockholder level) that usually results from an investment in a corporation.

Even if we qualify for taxation as a REIT, however, we will be subject to federal income taxation as
follows:

o we will be taxed at regular corporate rates on our undistributed REIT taxable income, including
undistributed net capital gains;

e under some circumstances, we will be subject to alternative minimum tax;

e if we have net income from the sale or other disposition of “foreclosure property” that is held primarily
for sale to customers in the ordinary course of business or other non-qualifying income from
foreclosure property, we will be subject to tax at the highest corporate rate on that income;

e if we have net income from prohibited transactions (which are, in general, sales or other dispositions of
property other than foreclosure property held primarily for sale to customers in the ordinary course of
business), our income will be subject to a 100% tax;

o if we fail to satisfy either of the 75% or 95% gross income tests (discussed below) but have
nonetheless maintained our qualification as a REIT because applicable conditions have been met, we
will be subject to a 100% tax on an amount equal to the greater of the amount by which we fail the
75% or 95% test multiplied by a fraction calculated to reflect our profitability;

o if we fail to distribute during each year at least the sum of (i) 85% of our REIT ordinary income for the
year, (i1) 95% of our REIT capital gain net income for such year and (iii) any undistributed taxable
income from prior periods, we will be subject to a 4% excise tax on the excess of the required
distribution over the amounts actually distributed; and

e if we acquire any asset from a C corporation (i.e., a corporation generally subject to corporate-level
tax) in a carryover-basis transaction and we subsequently recognize gain on the disposition of the asset
during the ten-year period beginning on the date on which we acquired the asset, then a portion of the
gains may be subject to tax at the highest regular corporate rate, pursuant to guidelines issued by the
Internal Revenue Service.

Taxable REIT Subsidiaries

A taxable REIT subsidiary, or TRS, is any corporation in which a REIT directly or indirectly owns stock,
provided that the REIT and that corporation make a joint election to treat that corporation as a TRS. The election can
be revoked at any time as long as the REIT and the TRS revoke such election jointly. In addition, if a TRS holds
directly or indirectly, more than 35% of the securities of any other corporation (by vote or by value), then that other
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corporation also is treated as a TRS. A corporation can be a TRS with respect to more than one REIT. We may
form one or more TRSs for the purpose of owning and selling properties that do not qualify as part of a 1031 like-
kind exchange or meet the requirements of the “prohibited transactions” safe harbor. See “Requirements for
Qualification as a REIT — Operational Requirements — Prohibited Transactions” below.

A TRS is subject to federal income tax at regular corporate rates (maximum rate of 35%), and also may be
subject to state and local taxation. Any distributions paid or deemed paid by any one of our TRSs also will be
subject to tax, either (i) to us if we do not pay the distributions received to our stockholders as distributions, or (ii) to
our stockholders if we do pay out the distributions received to our stockholders. Further, the rules impose a 100%
excise tax on transactions between a TRS and its parent REIT or the REIT’s tenants that are not conducted on an
arm’s length basis. We may hold more than 10% of the stock of a TRS without jeopardizing our qualification as a
REIT notwithstanding the rule described below under “Requirements for Qualification as a REIT — Operational
Requirements -- Asset Tests” that generally precludes ownership of more than 10% (by vote or value) of any
issuer’s securities. However, as noted below, in order for us to qualify as a REIT, the securities of all of the TRSs in
which we have invested either directly or indirectly may not represent more than 20% of the total value of our
assets. We expect that the aggregate value of all of our interests in TRSs will represent less than 20% of the total
value of our assets. We cannot, however, assure that we will always satisfy the 20% value limit or that the Internal
Revenue Service will agree with the value we assign to our TRSs.

We may engage in activities indirectly though a TRS as necessary or convenient to avoid receiving the
benefit of income or services that would jeopardize our REIT status if we engaged in the activities directly. In
particular, in addition to the ownership of certain or our properties as noted above, we would likely use TRSs to
engage in activities through a TRS for providing services that are non-customary or that might produce income that
does not qualify under the gross income tests described below. We may also use TRSs to satisfy various lending
requirements with respect to special purpose bankruptcy remote entities.

Requirements for Qualification as a REIT

In order for us to qualify, and continue to qualify, as a REIT, we must meet, and we must continue to meet,
the requirements discussed below relating to our organization, sources of income, nature of assets, distributions of
income to our stockholders and recordkeeping.

Organizational Requirements

In order to qualify for taxation as a REIT under the Internal Revenue Code, we must:

e be a domestic corporation;

e clect to be taxed as a REIT and satisfy relevant filing and other administrative requirements;

e be managed by one or more trustees or directors;

e have transferable shares;

e not be a financial institution or an insurance company;

e use a calendar year for federal income tax purposes;

e have at least 100 stockholders for at least 335 days of each taxable year of twelve months; and

e ot be closely held.

As a Maryland corporation, we satisfy the first requirement, and we intend to file an election to be taxed as
a REIT with the Internal Revenue Service. In addition, we are managed by a board of directors, we have
transferable shares and we do not intend to operate as a financial institution or insurance company. We utilize the
calendar year for federal income tax purposes. We would be treated as closely held only if five or fewer individuals
or certain tax-exempt entities own, directly or indirectly, more than 50% (by value) of our shares at any time during
the last half of our taxable year. For purposes of the closely held test, the Internal Revenue Code generally permits a
look-through for pension funds and certain other tax-exempt entities to the beneficiaries of the entity to determine if
the REIT is closely held. These requirements do not apply until after the first taxable year for which an election is
made to be taxed as a REIT.
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We currently have over 100 stockholders and we anticipate issuing sufficient shares with sufficient
diversity of ownership pursuant to this offering to allow us to satisfy these requirements as of the end of our 2004
taxable year. In addition, our charter provides for restrictions regarding transfer of shares that are intended to assist
us in continuing to satisfy these share ownership requirements. Such transfer restrictions are described in
“Description of Shares — Restriction on Ownership of Shares.” These provisions permit us to refuse to recognize
certain transfers of shares that would tend to violate these REIT provisions. We can offer no assurance that our
refusal to recognize a transfer will be effective.

Based on the foregoing, we currently satisfy the organizational requirements, including the share ownership
requirements, required for qualifying as a REIT under the Internal Revenue Code. Notwithstanding compliance
with the share ownership requirements outlined above, tax-exempt stockholders may be required to treat all or a
portion of their distributions from us as UBTI if tax-exempt stockholders, in the aggregate, exceed certain ownership
thresholds set forth in the Internal Revenue Code. See “— Treatment of Tax-Exempt Stockholders” below.

Ownership of Interests in Partnerships and Qualified REIT Subsidiaries

In the case of a REIT that is a partner in a partnership, Treasury Regulations provide that the REIT is
deemed to own its proportionate share, based on its interest in partnership capital, of the assets of the partnership and
is deemed to have earned its allocable share of partnership income. Also, if a REIT owns a qualified REIT
subsidiary, which is defined as a corporation wholly owned by a REIT that does not elect to be taxed as a TRS, the
REIT will be deemed to own all of the subsidiary’s assets and liabilities and it will be deemed to be entitled to treat
the income of that subsidiary as its own. In addition, the character of the assets and gross income of the partnership
or qualified REIT subsidiary shall retain the same character in the hands of the REIT for purposes of satisfying the
gross income tests and asset tests set forth in the Internal Revenue Code.

Operational Requirements — Gross Income Tests

To maintain our qualification as a REIT, we must, on an annual basis, satisfy the following gross income
requirements:

e Atleast 75% of our gross income, excluding gross income from prohibited transactions, for each
taxable year must be derived directly or indirectly from investments relating to real property or
mortgages on real property. Gross income includes “rents from real property” and, in some
circumstances, interest, but excludes gross income from dispositions of property held primarily for sale
to customers in the ordinary course of a trade or business. Such dispositions are referred to as
“prohibited transactions.” This is known as the 75% Income Test.

e Atleast 95% of our gross income, excluding gross income from prohibited transactions, for each
taxable year must be derived from the real property investments described above and from
distributions, interest and gains from the sale or disposition of stock or securities or from any
combination of the foregoing. This is known as the 95% Income Test.

The rents we receive, or that we are deemed to receive, qualify as “rents from real property” for purposes of
satisfying the gross income requirements for a REIT only if the following conditions are met:

e the amount of rent received from a tenant generally must not be based in whole or in part on the
income or profits of any person; however, an amount received or accrued generally will not be
excluded from the term “rents from real property” solely by reason of being based on a fixed
percentage or percentages of gross receipts or sales;

e rents received from a tenant will not qualify as “rents from real property” if an owner of 10% or more
of the REIT directly or constructively owns 10% or more of the tenant or a subtenant of the tenant (in
which case only rent attributable to the subtenant is disqualified), other than a TRS;

o ifrent attributable to personal property leased in connection with a lease of real property is greater than
15% of the total rent received under the lease, then the portion of rent attributable to the personal
property will not qualify as “rents from real property”; and

e the REIT must not operate or manage the property or furnish or render services to tenants, other than
through a TRS or an “independent contractor” who is adequately compensated and from whom the
REIT does not derive any income. However, a REIT may provide services with respect to its
properties, and the income derived therefrom will qualify as “rents from real property,” if the services
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are “usually or customarily rendered” in connection with the rental of space only and are not otherwise
considered “rendered to the occupant.” Even if the services with respect to a property are
impermissible tenant services, the income derived therefrom will qualify as “rents from real property”
if such income does not exceed 1% of all amounts received or accrued with respect to that property.
We may own up to 100% of the stock of one or more TRSs, which may provide noncustomary services
to our tenants without tainting our rents from the related properties.

We will be paid interest on the mortgage loans that we make or acquire. All interest qualifies under the
95% gross income test. If a mortgage loan is secured exclusively by real property, all of such interest will also
qualify for the 75% income test. If both real property and other property secure the mortgage loan, all of the interest
on such mortgage loan will also qualify for the 75% gross income test if the amount of the loan did not exceed the
fair market value of the real property at the time of the loan commitment.

If we acquire ownership of property by reason of the default of a borrower on a loan or possession of
property by reason of a tenant default, if the property qualifies and we elect to treat it as foreclosure property, the
income from the property will qualify under the 75% Income Test and the 95% Income Test notwithstanding its
failure to satisfy these requirements for three years, or if extended for good cause, up to a total of six years. In that
event, we must satisfy a number of complex rules, one of which is a requirement that we operate the property
through an independent contractor. We will be subject to tax on that portion of our net income from foreclosure
property that does not otherwise qualify under the 75% Income Test.

Prior to the making of investments in properties, we may satisfy the 75% Income Test and the 95% Income
Test by investing in liquid assets such as government securities or certificates of deposit, but earnings from those
types of assets are qualifying income under the 75% Income Test only for one year from the receipt of proceeds.
Accordingly, to the extent that offering proceeds have not been invested in properties prior to the expiration of this
one-year period, in order to satisfy the 75% Income Test, we may invest the offering proceeds in less liquid
investments such as mortgage-backed securities, maturing mortgage loans purchased from mortgage lenders or
shares in other REITs. We expect to receive proceeds from the offering in a series of closings and to trace those
proceeds for purposes of determining the one-year period for “new capital investments.” No rulings or regulations
have been issued under the provisions of the Internal Revenue Code governing “new capital investments,” however,
so there can be no assurance that the Internal Revenue Service will agree with this method of calculation.

Except for amounts received with respect to certain investments of cash reserves, we anticipate that
substantially all of our gross income will be derived from sources that will allow us to satisfy the income tests
described above. There can be no assurance given in this regard, however.

Notwithstanding our failure to satisfy one or both of the 75% Income and the 95% Income Tests for any
taxable year, we may still qualify as a REIT for that year if we are eligible for relief under specific provisions of the
Internal Revenue Code. These relief provisions generally will be available if:

e our failure to meet these tests was due to reasonable cause and not due to willful neglect;
e we attach a schedule of our income sources to our federal income tax return; and

e any incorrect information on the schedule is not due to fraud with intent to evade tax.

It is not possible, however, to state whether, in all circumstances, we would be entitled to the benefit of
these relief provisions. For example, if we fail to satisfy the gross income tests because nonqualifying income that
we intentionally earn exceeds the limits on this income, the Internal Revenue Service could conclude that our failure
to satisfy the tests was not due to reasonable cause. As discussed above in “— Taxation of the Company,” even if
these relief provisions apply, a tax would be imposed with respect to the excess net income.

Operational Requirements — Prohibited Transactions

A “prohibited transaction” is a sale by a REIT of property held primarily for sale to customers in the
ordinary course of the REIT’s trade or business (i.e., property that is not held for investment but is held as inventory
for sale by the REIT). A 100% penalty tax is imposed on the net income realized by a REIT from a prohibited
transaction.

A safe harbor to the characterization of the sale of property by a REIT as a prohibited transaction and the
100% prohibited transaction tax is available if the following requirements are met:
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e the REIT has held the property for not less than four years;

o the aggregate expenditures made by the REIT, or any stockholder of the REIT, during the four-year
period preceding the date of the sale that are includable in the basis of the property do not exceed 30%
of the selling price of the property;

e either (i) during the year in question, the REIT did not make more than seven sales of property other
than foreclosure property or 1031 like-kind exchanges or (ii) the aggregate adjusted bases of the non-
foreclosure property sold by the REIT during the year did not exceed 10% of the aggregate bases of all
of the assets of the REIT at the beginning of such year;

e if the property is improved property, the REIT has held the property for at least four years for the
production of rental income; and

o if the REIT has made more than seven sales of non-foreclosure property during the year, substantially
all of the marketing and development expenditures with respect to the property were made through an
independent contractor from whom the REIT derives no income.

For purposes of the limitation on the number of sales that a REIT may complete in any given year, the sale
of more than one property to one buyer will be treated as one sale. Moreover, if a REIT obtains replacement
property pursuant to a 1031 like-kind exchange, then it will be entitled to tack the holding period it has in the
relinquished property.

The failure of a sale to fall within the safe harbor does not alone cause such sale to be a prohibited
transaction and subject to the 100% prohibited transaction tax. In that event, the transaction must be analyzed to
determine whether it is a prohibited transaction.

Operational Requirements — Asset Tests

At the close of each quarter of our taxable year, we also must satisfy the following three tests relating to the
nature and diversification of our assets:

o  First, at least 75% of the value of our total assets must be represented by real estate assets, cash, cash
items and government securities. The term “real estate assets” includes real property, mortgages on
real property, shares in other qualified REITs and a proportionate share of any real estate assets owned
by a partnership in which we are a partner or of any qualified REIT subsidiary of ours.

e Second, no more than 25% of our total assets may be represented by securities other than those in the
75% asset class.

e  Third, of the investments included in the 25% asset class, the value of any one issuer’s securities that
we own may not exceed 5% of the value of our total assets. Additionally, we may not own more than
10% of any one issuer’s outstanding voting securities.

e  Fourth, no more than 20% of the value of our total assets may consist of the securities of one or more
TRS:s.

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

For purposes of the second and third asset tests, the term “securities” does not include stock in another
REIT, equity or debt securities of a qualified REIT subsidiary or TRS, mortgage loans that constitute real estate
assets, or equity interests in a partnership.

The 5% test must generally be met for any quarter in which we acquire securities. Further, if we meet the
asset tests at the close of any quarter, we will not lose our REIT status for a failure to satisfy the asset tests at the end
of a later quarter if such failure occurs solely because of changes in asset values. If our failure to satisfy the asset
tests results from an acquisition of securities or other property during a quarter, we can cure the failure by disposing
of a sufficient amount of nonqualifying assets within 30 days after the close of that quarter. We maintain, and will
continue to maintain, adequate records of the value of our assets to ensure compliance with the asset tests and will
take other action within 30 days after the close of any quarter as may be required to cure any noncompliance.
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Operational Requirements — Annual Distribution Requirement

In order to be taxed as a REIT, we are required to make distributions, other than capital gain distributions,
to our stockholders each year in the amount of at least 90% of our REIT taxable income, which is computed without
regard to the distributions paid deduction and our capital gain and subject to certain other potential adjustments.

While we must generally make distributions in the taxable year to which they relate, we may also make
distributions in the following taxable year if (1) they are declared before we timely file our federal income tax return
for the taxable year in question, and if (2) they are paid on or before the first regular distribution payment date after
the declaration.

Even if we satisfy the foregoing distribution requirement and, accordingly, continue to qualify as a REIT
for tax purposes, we will still be subject to tax on the excess of our net capital gain and our REIT taxable income, as
adjusted, over the amount distributed to stockholders.

In addition, if we fail to distribute during each calendar year at least the sum of:
e 85% of our ordinary income for that year;

e 95% of our capital gain net income other than the capital gain net income that we elect to retain and
pay tax on for that year; and

e any undistributed taxable income from prior periods,

we will be subject to a 4% excise tax on the excess of the amount of such required distributions over
amounts actually distributed during such year.

We intend to make timely distributions sufficient to satisfy this requirement. It is possible, however, that
we may experience timing differences between (1) the actual receipt of income and payment of deductible expenses,
and (2) the inclusion of that income. It is also possible that net capital gain attributable to the sale of depreciated
property may exceed our cash attributable to that sale.

In such circumstances, we may have less cash than is necessary to meet our annual distribution requirement
or to avoid income or excise taxation on certain undistributed income. We may find it necessary in such
circumstances to arrange for financing or raise funds through the issuance of additional shares in order to meet our
distribution requirements, or we may pay taxable stock distributions to meet the distribution requirement.

If we fail to satisfy the distribution requirement for any taxable year by reason of a later adjustment to our
taxable income made by the Internal Revenue Service, we may be able to pay “deficiency distributions” in a later
year and include such distributions in our deductions for distributions paid for the earlier year. In such event, we
may be able to avoid being taxed on amounts distributed as deficiency distributions, but we would be required in
such circumstances to pay interest to the Internal Revenue Service based upon the amount of any deduction taken
for deficiency distributions for the earlier year.

As noted above, we may also elect to retain, rather than distribute, our net long-term capital gains. The
effect of such an election would be:

e we would be required to pay the tax on these gains;

e  our stockholders, while required to include their proportionate share of the undistributed long-term
capital gains in income, would receive a credit or refund for their share of the tax paid by us; and

o the basis of a stockholder’s shares would be increased by the amount of our undistributed long-term
capital gains, minus the amount of capital gains tax we pay, included in the stockholder’s long-term
capital gains.

In computing our REIT taxable income, we will use the accrual method of accounting and depreciate
depreciable property under the alternative depreciation system. We are required to file an annual federal income tax
return, which, like other corporate returns, is subject to examination by the Internal Revenue Service. Because the
tax law requires us to make many judgments regarding the proper treatment of a transaction or an item of income or
deduction, it is possible that the Internal Revenue Service will challenge positions we take in computing our REIT
taxable income and our distributions. Issues could arise, for example, with respect to the allocation of the purchase
price of properties between depreciable or amortizable assets and nondepreciable or non-amortizable assets such as
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land and the current deductibility of fees paid to Behringer Advisors or its affiliates. Were the Internal Revenue
Service successfully to challenge our characterization of a transaction or determination of our REIT taxable income,
we could be found to have failed to satisfy a requirement for qualification as a REIT. If, as a result of a challenge,
we are determined to have failed to satisfy the distribution requirements for a taxable year, we would be disqualified
as a REIT unless we were permitted to pay a deficiency distribution to our stockholders and pay interest thereon to
the Internal Revenue Service, as provided by the Internal Revenue Code. A deficiency distribution cannot be used
to satisfy the distribution requirement, however, if the failure to meet the requirement is not due to a later adjustment
to our income by the Internal Revenue Service.

Operational Requirements — Recordkeeping

In order to continue to qualify as a REIT, we must maintain records as specified in applicable Treasury
Regulations. Further, we must request, on an annual basis, information designed to disclose the ownership of our
outstanding shares. We intend to comply with such requirements.

Failure to Qualify as a REIT

If we fail to qualify as a REIT for any reason in a taxable year and applicable relief provisions do not apply,
we will be subject to tax, including any applicable alternative minimum tax, on our taxable income at regular
corporate rates. We will not be able to deduct distributions paid to our stockholders in any year in which we fail to
qualify as a REIT. We also will be disqualified for the four taxable years following the year during which
qualification was lost unless we are entitled to relief under specific statutory provisions. See “Risk Factors —
Federal Income Tax Risks.”

Sale-Leaseback Transactions

Some of our investments may be in the form of sale-leaseback transactions. In most instances, depending
on the economic terms of the transaction, we will be treated for federal income tax purposes as either the owner of
the property or the holder of a debt secured by the property. We do not expect to request an opinion of counsel
concerning the status of any leases of properties as true leases for federal income tax purposes.

The Internal Revenue Service may take the position that a specific sale-leaseback transaction that we treat
as a true lease is not a true lease for federal income tax purposes but is, instead, a financing arrangement or loan.
We may also structure some sale-leaseback transactions as loans. In this event, for purposes of the asset tests and
the 75% Income Test, each such loan likely would be viewed as secured by real property to the extent of the fair
market value of the underlying property. We expect that, for this purpose, the fair market value of the underlying
property would be determined without taking into account our lease. If a sale-leaseback transaction were so
recharacterized, we might fail to satisfy the asset tests or the income tests and, consequently, lose our REIT status
effective with the year of recharacterization. Alternatively, the amount of our REIT taxable income could be
recalculated, which might also cause us to fail to meet the distribution requirement for a taxable year.

Taxation of U.S. Stockholders
Definition
In this section, the phrase “U.S. stockholder” means a holder of shares that for federal income tax purposes:

e s a citizen or resident of the United States;

e isa corporation, partnership or other entity created or organized in or under the laws of the United
States or of any political subdivision thereof;

e isan estate or trust, the income of which is subject to U.S. federal income taxation regardless of its
source; or

e isatrust, ifa U.S. court is able to exercise primary supervision over the administration of the trust and
one or more U.S. persons have the authority to control all substantial decisions of the trust.

For any taxable year for which we qualify for taxation as a REIT, amounts distributed to taxable U.S.
stockholders will be taxed as described below.

118



Distributions Generally

Distributions to U.S. stockholders, other than capital gain distributions discussed below, will constitute
dividends up to the amount of our current or accumulated earnings and profits and will be taxable to the
stockholders as ordinary income. Individuals receiving “qualified dividends,” dividends from domestic and certain
qualifying foreign subchapter C corporations, may be entitled to the new lower rates on dividends (at rates
applicable to long-term capital gains, currently at a maximum rate of 15%) provided certain holding period
requirements are met. However, individuals receiving distributions from us, a REIT, will generally not be eligible
for the new lower rates on dividends except with respect to the portion of any distribution which (a) represents
dividends being passed through to us from a corporation in which we own shares (but only if such dividends would
be eligible for the new lower rates on dividends if paid by the corporation to its individual stockholders), including
dividends from our TRSs, (b) is equal to our REIT taxable income (taking into account the distributions paid
deduction available to us) less any taxes paid by us on these items during our previous taxable year, or (c) are
attributable to built-in gains realized and recognized by us from disposition of properties acquired by us in non-
recognition transaction, less any taxes paid by us on these items during our previous taxable year. These
distributions are not eligible for the dividends received deduction generally available to corporations. To the extent
that we make a distribution in excess of our current or accumulated earnings and profits, the distribution will be
treated first as a tax-free return of capital, reducing the tax basis in each U.S. stockholder’s shares, and the amount
of each distribution in excess of a U.S. stockholder’s tax basis in its shares will be taxable as gain realized from the
sale of its shares. Distributions that we declare in October, November or December of any year payable to a
stockholder of record on a specified date in any of these months will be treated as both paid by us and received by
the stockholder on December 31 of the year, provided that we actually pay the distribution during January of the
following calendar year. U.S. stockholders may not include any of our losses on their federal income tax returns.

We will be treated as having sufficient earnings and profits to treat as a dividend any distribution by us up
to the amount required to be distributed in order to avoid imposition of the 4% excise tax discussed above.
Moreover, any “deficiency distribution” will be treated as an ordinary or capital gain distribution, as the case may
be, regardless of our earnings and profits. As a result, stockholders may be required to treat as taxable some
distributions that would otherwise result in a tax-free return of capital.

Capital Gain Distributions

Distributions to U.S. stockholders that we properly designate as capital gain distributions will be treated as
long-term capital gains, 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. stockholder has held his or her shares.

Passive Activity Loss and Investment Interest Limitations

Our distributions and any gain you realize from a disposition of shares will not be treated as passive
activity income, and stockholders may not be able to utilize any of their “passive losses” to offset this income on
their personal tax returns. Our distributions (to the extent they do not constitute a return of capital) will generally be
treated as investment income for purposes of the limitations on the deduction of investment interest. Net capital
gain from a disposition of shares and capital gain distributions generally will be included in investment income for
purposes of the investment interest deduction limitations only if, and to the extent, you so elect, in which case any
such capital gains will be taxed as ordinary income.

Certain Dispositions of the Shares

In general, any gain or loss realized upon a taxable disposition of shares by a U.S. stockholder who is not a
dealer in securities, including any disposition pursuant to our share redemption program, will be treated as long-term
capital gain or loss if the shares have been held for more than twelve months and as short-term capital gain or loss if
the shares have been held for twelve months or less. If, however, a U.S. stockholder has received any capital gains
distributions with respect to his shares, any loss realized upon a taxable disposition of shares held for six months or
less, to the extent of the capital gains distributions received with respect to his shares, will be treated as long-term
capital loss. Also, the Internal Revenue Service is authorized to issue Treasury Regulations that would subject a
portion of the capital gain a U.S. stockholder recognizes from selling his shares or from a capital gain distribution to
a tax at a 25% rate, to the extent the capital gain is attributable to depreciation previously deducted.
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Information Reporting Requirements and Backup Withholding for U.S. Stockholders

Under some circumstances, U.S. stockholders may be subject to backup withholding at a rate of 30% on
payments made with respect to, or cash proceeds of a sale or exchange of, our shares. Backup withholding will
apply only if the stockholder:

e fails to furnish his or her taxpayer identification number, which, for an individual, would be his or her
Social Security Number;

e furnishes an incorrect tax identification number;

e s notified by the Internal Revenue Service that he or she has failed properly to report payments of
interest and distributions or is otherwise subject to backup withholding; or

e under some circumstances, fails to certify, under penalties of perjury, that he or she has furnished a
correct tax identification number and that (a) he or she has not been notified by the Internal Revenue
Service that he or she is subject to backup withholding for failure to report interest and distribution
payments or (b) he or she has been notified by the Internal Revenue Service that he or she is no longer
subject to backup withholding.

Backup withholding will not apply with respect to payments made to some stockholders, such as
corporations and tax-exempt organizations. Backup withholding is not an additional tax. Rather, the amount of any
backup withholding with respect to a payment to a U.S. stockholder will be allowed as a credit against the U.S.
stockholder’s U.S. federal income tax liability and may entitle the U.S. stockholder to a refund, provided that the
required information is furnished to the Internal Revenue Service. U.S. stockholders should consult their own tax
advisors regarding their qualifications for exemption from backup withholding and the procedure for obtaining an
exemption.

Treatment of Tax-Exempt Stockholders

Tax-exempt entities such as employee pension benefit trusts, individual retirement accounts and charitable
remainder trusts generally are exempt from federal income taxation. Such entities are subject to taxation, however,
on any UBTI, as defined in the Internal Revenue Code. Our payment of distributions to a tax-exempt employee
pension benefit trust or other domestic tax-exempt stockholder generally will not constitute UBTI to such
stockholder unless such stockholder has borrowed to acquire or carry its shares.

In the event that we were deemed to be “predominately held” by qualified employee pension benefit trusts
that each hold more than 10% (in value) of our shares, such trusts would be required to treat a certain percentage of
the distributions paid to them as UBTI. We would be deemed to be “predominately held” by such trusts if either (1)
one employee pension benefit trust owns more than 25% in value of our shares, or (ii) any group of such trusts, each
owning more than 10% in value of our shares, holds in the aggregate more than 50% in value of our shares. If either
of these ownership thresholds were ever exceeded, any qualified employee pension benefit trust holding more than
10% in value of our shares would be subject to tax on that portion of our distributions made to it which is equal to
the percentage of our income that would be UBTI if we were a qualified trust, rather than a REIT. We will attempt
to monitor the concentration of ownership of employee pension benefit trusts in our shares, and we do not expect
our shares to be deemed to be “predominately held” by qualified employee pension benefit trusts, as defined in the
Internal Revenue Code, to the extent required to trigger the treatment of our income as to such trusts.

For social clubs, voluntary employee benefit associations, supplemental unemployment benefit trusts and
qualified group legal services plans exempt from federal income taxation under Sections 501(c)(7), (¢)(9), (c)(17)
and (¢)(20) of the Internal Revenue Code, respectively, income from an investment in our shares will constitute
UBTTI unless the stockholder in question is able to deduct amounts “set aside” or placed in reserve for certain
purposes so as to offset the UBTI generated. Any such organization which is a prospective stockholder should
consult its own tax advisor concerning these “set aside” and reserve requirements.

Special Tax Considerations for Non-U.S. Stockholders

The rules governing U.S. income taxation of non-resident alien individuals, foreign corporations, foreign
partnerships and foreign trusts and estates (non-U.S. stockholders) are complex. The following discussion is
intended only as a summary of these rules. Non-U.S. stockholders should consult with their own tax advisors to
determine the impact of federal, state and local income tax laws on an investment in our shares, including any
reporting requirements.
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Income Effectively Connected With a U.S. Trade or Business

In general, non-U.S. stockholders will be subject to regular U.S. federal income taxation with respect to
their investment in our shares if the income derived therefrom is “effectively connected” with the non-U.S.
stockholder’s conduct of a trade or business in the United States. A corporate non-U.S. stockholder that receives
income that is (or is treated as) effectively connected with a U.S. trade or business also may be subject to a branch
profits tax under Section 884 of the Internal Revenue Code, which is payable in addition to the regular U.S. federal
corporate income tax.

The following discussion will apply to non-U.S. stockholders whose income derived from ownership of our
shares is deemed to be not “effectively connected” with a U.S. trade or business.

Distributions Not Attributable to Gain From the Sale or Exchange of a United States Real Property Interest

A distribution to a non-U.S. stockholder that is not attributable to gain realized by us from the sale or
exchange of a “United States real property interest” within the meaning of the Foreign Investment in Real Property
Tax Act of 1980, as amended (FIRPTA), and that we do not designate as a capital gain distribution will be treated as
an ordinary income distribution to the extent that it is made out of current or accumulated earnings and profits.
Generally, any ordinary income distribution will be subject to a U.S. federal income tax equal to 30% of the gross
amount of the distribution unless this tax is reduced by the provisions of an applicable tax treaty. Any such
distribution in excess of our earnings and profits will be treated first as a return of capital that will reduce each non-
U.S. stockholder’s basis in its shares (but not below zero) and then as gain from the disposition of those shares, the
tax treatment of which is described under the rules discussed below with respect to dispositions of shares.

Distributions Attributable to Gain From the Sale or Exchange of a United States Real Property Interest

Distributions to a non-U.S. stockholder that are attributable to gain from the sale or exchange of a United
States real property interest will be taxed to a non-U.S. stockholder under Internal Revenue Code provisions enacted
by FIRPTA. Under FIRPTA, such distributions are taxed to a non-U.S. stockholder as if the distributions were
gains “effectively connected” with a U.S. trade or business. Accordingly, a non-U.S. stockholder will be taxed at
the normal capital gain rates applicable to a U.S. stockholder (subject to any applicable alternative minimum tax and
a special alternative minimum tax in the case of non-resident alien individuals). Distributions subject to FIRPTA
also may be subject to a 30% branch profits tax when made to a corporate non-U.S. stockholder that is not entitled to
a treaty exemption.

Withholding Obligations With Respect to Distributions to Non-U.S. Stockholders

Although tax treaties may reduce our withholding obligations, based on current law, we will generally be
required to withhold from distributions to non-U.S. stockholders, and remit to the Internal Revenue Service:

e 35% of designated capital gain distributions or, if greater, 35% of the amount of any distributions that
could be designated as capital gain distributions; and

e 30% of ordinary income distributions (i.e., distributions paid out of our earnings and profits).

In addition, if we designate prior distributions as capital gain distributions, subsequent distributions, up to
the amount of the prior distributions, will be treated as capital gain distributions for purposes of withholding. A
distribution in excess of our earnings and profits will be subject to 30% withholding if at the time of the distribution
it cannot be determined whether the distribution will be in an amount in excess of our current or accumulated
earnings and profits. If the amount of tax we withhold with respect to a distribution to a non-U.S. stockholder
exceeds the stockholder’s U.S. tax liability with respect to that distribution, the non-U.S. stockholder may file a
claim with the Internal Revenue Service for a refund of the excess.

Sale of Our Shares by a Non-U.S. Stockholder

A sale of our shares by a non-U.S. stockholder will generally not be subject to U.S. federal income taxation
unless our shares constitute a United States real property interest. Our shares will not constitute a United States real
property interest if we are a “domestically controlled REIT.” A “domestically controlled REIT” is a REIT that at all
times during a specified testing period has less than 50% in value of its shares held directly or indirectly by non-U.S.
stockholders. We currently anticipate that we will be a domestically controlled REIT. Therefore, sales of our shares
should not be subject to taxation under FIRPTA. However, we do expect to sell our shares to non-U.S. stockholders
and we cannot assure you that we will continue to be a domestically controlled REIT. If we were not a domestically
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controlled REIT, whether a non-U.S. stockholder’s sale of our shares would be subject to tax under FIRPTA as a
sale of a United States real property interest would depend on whether our shares were “regularly traded” on an
established securities market and on the size of the selling stockholder’s interest in us. Our shares currently are not
“regularly traded” on an established securities market.

If the gain on the sale of shares were subject to taxation under FIRPTA, a non-U.S. stockholder would be
subject to the same treatment as a U.S. stockholder with respect to the gain, subject to any applicable alternative
minimum tax and a special alternative minimum tax in the case of non-resident alien individuals. In addition,
distributions that are treated as gain from the disposition of shares and are subject to tax under FIRPTA also may be
subject to a 30% branch profits tax when made to a corporate non-U.S. stockholder that is not entitled to a treaty
exemption. Under FIRPTA, the purchaser of our shares may be required to withhold 10% of the purchase price and
remit this amount to the Internal Revenue Service.

Even if not subject to FIRPTA, capital gains will be taxable to a non-U.S. stockholder if the non-U.S.
stockholder is a non-resident alien individual who is present in the United States for 183 days or more during the
taxable year and some other conditions apply, in which case the non-resident alien individual will be subject to a
30% tax on his or her U.S. source capital gains.

Recently promulgated Treasury Regulations may alter the procedures for claiming the benefits of an
income tax treaty. Our non-U.S. stockholders should consult their tax advisors concerning the effect, if any, of these
Treasury Regulations on an investment in our shares.

Information Reporting Requirements and Backup Withholding for Non-U.S. Stockholders

Additional issues may arise for information reporting and backup withholding for non-U.S. stockholders.
Non-U.S. stockholders should consult their tax advisors with regard to U.S. information reporting and backup
withholding requirements under the Internal Revenue Code.

Statement of Stock Ownership

We are required to demand annual written statements from the record holders of designated percentages of
our shares disclosing the actual owners of the shares. Any record stockholder who, upon our request, does not
provide us with required information concerning actual ownership of the shares is required to include specified
information relating to his or her shares in his or her federal income tax return. We also must maintain, within the
Internal Revenue District in which we are required to file our federal income tax return, permanent records showing
the information we have received about the actual ownership of shares and a list of those persons failing or refusing
to comply with our demand.

State and Local Taxation

We and any operating subsidiaries that we may form may be subject to state and local tax in states and
localities in which we or they do business or own property. The tax treatment of Behringer Harvard REIT 1,
Behringer Harvard OP I, our TRSs, and any operating subsidiaries we may form and the holders of our shares in
local jurisdictions may differ from the federal income tax treatment described above.

Compliance with American Jobs Creation Act

As part of our strategy for compensating employees, directors, officers, executives and other individuals,
we intend to issue one or more forms of equity-based compensation such as (1) options and warrants to purchase our
common stock, (2) restricted common stock subject to vesting, and (3) profits interest units in our operating
partnership or in an entity that holds interests of our Operating Partnership. Additionally, while we have no current
intention to do so, under our stock option plans and warrant plans we may issue stock appreciation rights or
restricted stock units. Each of these methods for compensating individuals may constitute “nonqualified deferred
compensation plans” under newly-enacted Section 409A of the Internal Revenue Code.

Section 409A of the Internal Revenue Code applies to plans, agreements and arrangements that meet the
definition of “nonqualified deferred compensation plans” as defined in this new provision. Under Section 409A, to
avoid adverse tax consequences, “nonqualified deferred compensation plans” must meet certain requirements
regarding, among other things, the timing of distributions or payments and the timing of agreements or elections to
defer, and must also prohibit any possibility of acceleration of distributions or payments.
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Based on the statutory language and Congressional committee reports, it appears that stock appreciation
rights and restricted stock units will likely constitute “nonqualified deferred compensation plans” for purposes of
these provisions. It is also possible that restricted stock and some stock options (those with an exercise price that is
less than the fair market value of the underlying stock as of the date of grant) could be considered “nonqualified
deferred compensation plans” for these purposes.

If Section 409A applies to any of the awards issued under our stock option plans, warrant plans or any
other arrangement or agreement that we may make, and if the award, arrangement or agreement does not meet the
timing and other prohibition requirements of Section 409A, then the following onerous tax consequences will result.
All amounts deferred will be currently taxable to the recipient to the extent such amounts are not subject to a
substantial risk of forfeiture and have not previously been included in the gross income of the affected individual.
Interest on the resulting tax deficiency at the statutory underpayment rate plus one percentage point will be due on
any resulting tax underpayments computed as if the compensation had been included in the income of the recipient
and taxed when first deferred (or, if later, when no longer subject to a substantial risk of forfeiture). Finally, a 20%
additional tax would be imposed on the amounts required to be included in income.

If the affected individual is our employee, we will be required to withhold federal income taxes on the
amounts taxable to the employee even though there is no payment from which to deduct this amount. If this were to
occur, we would be liable for such amounts but might have no source for reimbursement from the employee. We
also will be required to report on an appropriate form (W-2 or 1099) all amounts that are deferred. This is required
irrespective of whether such deferred amounts are subject to the Section 409A rules. If we fail to do so, we could be
liable for various employment tax penalties.

It is our current intention not to issue any award, or enter into any agreement or arrangement that would be
considered a “nonqualified deferred compensation plan” under Section 409A, unless the award, agreement or
arrangement complies with the timing and other requirements of Section 409A. It is our current belief, based upon
the statute and legislative history, that the awards, agreements and arrangements that we currently intend to
implement will not be subject to taxation under Section 409A.

Although we intend to avoid the application of Section 409A, we can offer no assurance that we will be
successful in avoiding the adverse tax consequences that would result if we are unsuccessful in these efforts.

Tax Aspects of Our Operating Partnership

The following discussion summarizes certain federal income tax considerations applicable to our
investment in Behringer Harvard OP I, our operating partnership. The discussion does not cover state or local tax
laws or any federal tax laws other than income tax laws.

Classification as a Partnership

We will be entitled to include in our income a distributive share of Behringer Harvard OP I’s income and to
deduct our distributive share of Behringer Harvard OP I’s losses only if Behringer Harvard OP I is classified for
federal income tax purposes as a partnership, rather than as an association taxable as a corporation. Under
applicable Treasury Regulations known as Check-the-Box-Regulations, an unincorporated entity with at least two
members may elect to be classified either as an association taxable as a corporation or as a partnership. If such an
entity fails to make an election, it generally will be treated as a partnership for federal income tax purposes.
Behringer Harvard OP I intends to be classified as a partnership for federal income tax purposes and will not elect to
be treated as an association taxable as a corporation under the Check-the-Box-Regulations.

Even though Behringer Harvard OP I will be treated as a partnership for federal income tax purposes, it
may be taxed as a corporation if it is deemed to be a “publicly traded partnership.” A publicly traded partnership is
a partnership whose interests are traded on an established securities market or are readily tradable on a secondary
market, or the substantial equivalent thereof. However, even if the foregoing requirements are met, a publicly traded
partnership will not be treated as a corporation for federal income tax purposes if at least 90% of such partnership’s
gross income for a taxable year consists of “qualifying income” under Section 7704(d) of the Internal Revenue
Code. Qualifying income generally includes any income that is qualifying income for purposes of the 95% Income
Test applicable to REITs (90% Passive-Type Income Exception). See “— Requirements for Qualification as a REIT
— Operational Requirements — Gross Income Tests” above.
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Applicable Treasury Regulations known as PTP Regulations provide limited safe harbors from the
definition of a publicly traded partnership. Pursuant to one of those safe harbors (the Private Placement Exclusion),
interests in a partnership will not be treated as readily tradable on a secondary market or its substantial equivalent if
(1) all interests in the partnership were issued in a transaction (or transactions) that was not required to be registered
under the Securities Act, and (ii) the partnership does not have more than 100 partners at any time during the
partnership’s taxable year. In determining the number of partners in a partnership, a person owning an interest in a
flow-through entity, such as a partnership, grantor trust or S corporation, that owns an interest in the partnership is
treated as a partner in such partnership only if (a) substantially all of the value of the owner’s interest in the flow-
through is attributable to the flow-through entity’s interest, direct or indirect, in the partnership and (b) a principal
purpose of the use of the flow-through entity is to permit the partnership to satisfy the 100 partner limitation.
Behringer Harvard OP I qualifies for the Private Placement Exclusion. Moreover, even if Behringer Harvard OP 1
were considered a publicly traded partnership under the PTP Regulations because it was deemed to have more than
100 partners, we believe Behringer Harvard OP I should not be taxed as a corporation because it is eligible for the
90% Passive-Type Income Exception described above.

We have not requested, and do not intend to request, a ruling from the Internal Revenue Service that
Behringer Harvard OP I will be classified as a partnership for federal income tax purposes. Morris, Manning &
Martin, LLP is of the opinion, however, that based on certain factual assumptions and representations, Behringer
Harvard OP I will be treated for federal income tax purposes as a partnership and not as an association taxable as a
corporation, or as a publicly traded partnership. Unlike a tax ruling, however, an opinion of counsel is not binding
upon the Internal Revenue Service, and we can offer no assurance that the Internal Revenue Service will not
challenge the status of Behringer Harvard OP I as a partnership for federal income tax purposes. If such challenge
were sustained by a court, Behringer Harvard OP I would be treated as a corporation for federal income tax
purposes, as described below. In addition, the opinion of Morris, Manning & Martin, LLP is based on existing law,
which is to a great extent the result of administrative and judicial interpretation. No assurance can be given that
administrative or judicial changes would not modify the conclusions expressed in the opinion.

If for any reason Behringer Harvard OP I were taxable as a corporation, rather than a partnership, for
federal income tax purposes, we would not be able to qualify as a REIT. See “— Requirements for Qualification as a
REIT — Operational Requirements — Gross Income Tests” and “— Operational Requirements — Asset Tests” above.
In addition, any change in Behringer Harvard OP I’s status for tax purposes might be treated as a taxable event, in
which case we might incur a tax liability without any related cash distribution. Further, items of income and
deduction of Behringer Harvard OP I would not pass through to its partners, and its partners would be treated as
stockholders for tax purposes. Consequently, Behringer Harvard OP I would be required to pay income tax at
corporate tax rates on its net income, and distributions to its partners would constitute dividends that would not be
deductible in computing Behringer Harvard OP I’s taxable income.

Income Taxation of the Operating Partnership and Its Partners

Partners, Not a Partnership, Subject to Tax

A partnership is not a taxable entity for federal income tax purposes. As a partner in Behringer Harvard
OP I, we will be required to take into account our allocable share of Behringer Harvard OP I’s income, gains, losses,
deductions and credits for any taxable year of Behringer Harvard OP I ending within or with our taxable year,
without regard to whether we have received or will receive any distribution from Behringer Harvard OP 1.

Partnership Allocations

Although a partnership agreement generally determines the allocation of income and losses among
partners, such allocations will be disregarded for tax purposes under Section 704(b) of the Internal Revenue Code if
they do not comply with the provisions of Section 704(b) of the Internal Revenue Code and the Treasury
Regulations promulgated thereunder. If an allocation is not recognized for federal income tax purposes, the item
subject to the allocation will be reallocated in accordance with the partner’s interests in the partnership, which will
be determined by taking into account all of the facts and circumstances relating to the economic arrangement of the
partners with respect to such item. Behringer Harvard OP I’s allocations of taxable income and loss are intended to
comply with the requirements of Section 704(b) of the Internal Revenue Code and the Treasury Regulations
promulgated thereunder.
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Tax Allocations With Respect to Contributed Properties

Pursuant to Section 704(c) of the Internal Revenue Code, income, gain, loss and deductions attributable to
appreciated or depreciated property that is contributed to a partnership in exchange for an interest in the partnership
must be allocated for federal income tax purposes in a manner such that the contributor is charged with, or benefits
from, the unrealized gain or unrealized loss associated with the property at the time of the contribution. The amount
of such unrealized gain or unrealized loss is generally equal to the difference between the fair market value of the
contributed property at the time of contribution and the adjusted tax basis of such property at the time of
contribution. Under applicable Treasury Regulations, partnerships are required to use a “reasonable method” for
allocating items subject to Section 704(c) of the Internal Revenue Code, and several reasonable allocation methods
are described therein.

Under the partnership agreement for Behringer Harvard OP I, depreciation or amortization deductions of
Behringer Harvard OP I generally will be allocated among the partners in accordance with their respective interests
in Behringer Harvard OP I, except to the extent that Behringer Harvard OP I is required under Section 704(c) of the
Internal Revenue Code to use a method for allocating depreciation deductions attributable to its properties that
results in us receiving a disproportionately large share of such deductions. We may possibly (1) be allocated lower
amounts of depreciation deductions for tax purposes with respect to contributed properties than would be allocated
to us if each such property were to have a tax basis equal to its fair market value at the time of contribution, and
(2) be allocated taxable gain in the event of a sale of such contributed properties in excess of the economic profit
allocated to us as a result of such sale. These allocations may cause us to recognize taxable income in excess of cash
proceeds received by us, which might adversely affect our ability to comply with the REIT distribution
requirements, although we do not anticipate that this event will occur. The foregoing principles also will affect the
calculation of our earnings and profits for purposes of determining which portion of our distributions is taxable as a
dividend. The allocations described in this paragraph may result in a higher portion of our distributions being taxed
as a dividend if we acquire properties in exchange for units of the Behringer Harvard OP I than would have occurred
had we purchased such properties for cash.

Basis in Operating Partnership Interest

The adjusted tax basis of our partnership interest in Behringer Harvard OP I generally is equal to (1) the
amount of cash and the basis of any other property contributed to Behringer Harvard OP I by us, (2) increased by
(a) our allocable share of Behringer Harvard OP I’s income and (b) our allocable share of indebtedness of Behringer
Harvard OP I, and (3) reduced, but not below zero, by (a) our allocable share of Behringer Harvard OP I’s loss and
(b) the amount of cash distributed to us, including constructive cash distributions resulting from a reduction in our
share of indebtedness of Behringer Harvard OP 1.

If the allocation of our distributive share of Behringer Harvard OP I’s loss would reduce the adjusted tax
basis of our partnership interest in Behringer Harvard OP I below zero, the recognition of such loss will be deferred
until such time as the recognition of such loss would not reduce our adjusted tax basis below zero. If a distribution
from Behringer Harvard OP I or a reduction in our share of Behringer Harvard OP I’s liabilities (which is treated as
a constructive distribution for tax purposes) would reduce our adjusted tax basis below zero, any such distribution,
including a constructive distribution, would constitute taxable income to us. The gain realized by us upon the
receipt of any such distribution or constructive distribution would normally be characterized as capital gain, and if
our partnership interest in Behringer Harvard OP I has been held for longer than the long-term capital gain holding
period (currently one year), the distribution would constitute long-term capital gain.

Depreciation Deductions Available to the Operating Partnership

Behringer Harvard OP I will use a portion of contributions made by us from offering proceeds to acquire
interests in properties. To the extent that Behringer Harvard OP I acquires properties for cash, Behringer Harvard
OP I’s initial basis in such properties for federal income tax purposes generally will be equal to the purchase price
paid by Behringer Harvard OP 1. Behringer Harvard OP I plans to depreciate each such depreciable property for
federal income tax purposes under the alternative depreciation system of depreciation. Under this system, Behringer
Harvard OP I generally will depreciate such buildings and improvements over a 40-year recovery period using a
straight-line method and a mid-month convention and will depreciate furnishings and equipment over a twelve-year
recovery period. To the extent that Behringer Harvard OP I acquires properties in exchange for units of Behringer
Harvard OP I, Behringer Harvard OP Is initial basis in each such property for federal income tax purposes should
be the same as the transferor’s basis in that property on the date of acquisition by Behringer Harvard OP 1.
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Although the law is not entirely clear, Behringer Harvard OP I generally intends to depreciate such depreciable
property for federal income tax purposes over the same remaining useful lives and under the same methods used by
the transferors.

Sale of the Operating Partnership’s Property

Generally, any gain realized by Behringer Harvard OP I on the sale of property held for more than one year
will be long-term capital gain, except for any portion of such gain that is treated as depreciation or cost recovery
recapture. Any gain recognized by Behringer Harvard OP I upon the disposition of a property acquired by
Behringer Harvard OP I for cash will be allocated among the partners in accordance with their respective percentage
interests in Behringer Harvard OP 1.

Our share of any gain realized by Behringer Harvard OP I on the sale of any property held by Behringer
Harvard OP I as inventory or other property held primarily for sale to customers in the ordinary course of Behringer
Harvard OP I’s trade or business will be treated as income from a prohibited transaction that is subject to a 100%
penalty tax. Such prohibited transaction income also may have an adverse effect upon our ability to satisfy the
income tests for maintaining our REIT status. See “— Requirements for Qualification as a REIT — Operational
Requirements — Gross Income Tests” above. We, however, do not currently intend to acquire or hold or allow
Behringer Harvard OP I to acquire or hold any property that represents inventory or other property held primarily
for sale to customers in the ordinary course of our or Behringer Harvard OP I’s trade or business.

1031 Exchange Program

Each of the properties (Exchange Program Properties) that are the subject of the Section 1031 TIC
Transactions sponsored by Behringer Harvard Holdings or its affiliate generally will be purchased by a single
member limited liability company or similar entity established by Behringer Harvard Holdings or other affiliates of
our sponsor, referred to in this prospectus as a Behringer Harvard Exchange Entity. The Behringer Harvard
Exchange Entity markets co-tenancy interests in these properties to those persons who wish to re-invest proceeds
arising from dispositions of real estate assets primarily owned by the 1031 Participants. The 1031 Participants will
be able to defer the recognition of taxable gain arising from the sale of their real estate assets by investing proceeds
into the co-tenancy interests that qualify for purposes of Section 1031 of the Internal Revenue Code as replacement
real estate assets.

As the Behringer Harvard Exchange Entity successfully markets co-tenancy interests in the properties,
these will be sold to the 1031 Participants. Behringer Harvard Holdings will recognize gain or loss arising from
such sales measured by the difference between the sum of its cost basis and costs of closing and the price at which it
sells such interests to the 1031 Participants. Behringer Harvard Holdings will be responsible for reporting such
income to the extent of any net gains and will be liable for any resulting tax. This will have no impact on our tax
liability.

We have purchased, and anticipate purchasing in the future, interests in Exchange Program Properties.
When we purchase interests in the Exchange Program Properties, the tax treatment will be the same as it would with
respect to other acquisitions of real property. We will become the owner of an interest in real estate, it will have a
basis in the real estate equal to its cost, and its holding period for such real estate will begin on the day of the
acquisition. Upon subsequent sale of such interest, we will recognize gain or loss in the same fashion it would with
any other real estate investments. The fees that a Behringer Harvard Exchange Entity pays to us for participating in
an Exchange Program Property will be taxable as ordinary income to us.
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INVESTMENT BY TAX-EXEMPT ENTITIES AND ERISA CONSIDERATIONS
General

The following is a summary of some non-tax considerations associated with an investment in our shares by
tax-qualified pension, stock bonus or profit-sharing plans, employee benefit plans described in Section 3(3) of
ERISA, annuities described in Section 403(a) or (b) of the Internal Revenue Code, an individual retirement account
or annuity described in Sections 408 or 408A of the Internal Revenue Code, an Archer MSA described in Section
220(d) of the Internal Revenue Code, a health savings account described in Section 223(d) of the Internal Revenue
Code, or a Coverdell education savings account described in Section 530 of the Internal Revenue Code, which are
referred to as Plans and IRAs, as applicable. This summary is based on provisions of ERISA and the Internal
Revenue Code, including amendments thereto through the date of this prospectus, and relevant regulations and
opinions issued by the Department of Labor and the Internal Revenue Service through the date of this prospectus.
We cannot assure you that adverse tax decisions or legislative, regulatory or administrative changes that would
significantly modify the statements expressed herein will not occur. Any such changes may or may not apply to
transactions entered into prior to the date of their enactment.

Our management has attempted to structure us in such a manner that we will be an attractive investment
vehicle for Plans and IRAs. However, in considering an investment in our shares, those involved with making such
an investment decision should consider applicable provisions of the Internal Revenue Code and ERISA. While each
of the ERISA and Internal Revenue Code issues discussed below may not apply to all Plans and IRAs, individuals
involved with making investment decisions with respect to Plans and IRAs should carefully review the rules and
exceptions described below, and determine their applicability to their situation.

In general, individuals making investment decisions with respect to Plans and IRAs should, at a minimum,
consider:

e whether the investment is in accordance with the documents and instruments governing such Plan or
IRA;

o whether the investment satisfies the prudence and diversification and other fiduciary requirements of
ERISA, if applicable;

e  whether the investment will result in UBTI to the Plan or IRA, see “Federal Income Tax
Considerations — Treatment of Tax-Exempt Stockholders”;

o  whether there is sufficient liquidity for the Plan or IRA, considering the minimum distribution
requirements under the Internal Revenue Code and the liquidity needs of such Plan or IRA, after taking
this investment into account;

o the need to value the assets of the Plan or IRA annually; and

e whether the investment would constitute or give rise to a prohibited transaction under ERISA or the
Internal Revenue Code, if applicable.

Additionally, individuals making investment decisions with respect to Plans and IRAs must remember that
ERISA requires that the assets of an employee benefit plan must generally be held in trust, and that the trustee, or a
duly authorized named fiduciary or investment manager, must have authority and discretion to manage and control
the assets of an employee benefit plan.

Minimum Distribution Requirements — Plan Liquidity

Potential Plan or IRA investors who intend to purchase our shares should consider the limited liquidity of
an investment in our shares as it relates to the minimum distribution requirements under the Internal Revenue Code,
if applicable. If the shares are held in an IRA or Plan and, before we sell our properties, mandatory distributions are
required to be made to the participant or beneficiary of such IRA or Plan, pursuant to the Internal Revenue Code,
then this would require that a distribution of the shares be made in kind to such participant or beneficiary, which
may not be permissible under the terms and provisions of such IRA or Plan. Even if permissible, a distribution of
shares in kind must be included in the taxable income of the recipient for the year in which the shares are received at
the then current fair market value of the shares, even though there would be no corresponding cash distribution with
which to pay the income tax liability arising because of the distribution of shares. See ‘“Risk Factors — Federal
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Income Tax Risks.” The fair market value of any such distribution-in-kind can be only an estimated value per share
because no public market for our shares exists or is likely to develop. See “Annual Valuation Requirement” below.
Further, there can be no assurance that such estimated value could actually be realized by a stockholder because
estimates do not necessarily indicate the price at which our shares could be sold. Also, for distributions subject to
mandatory income tax withholding under Section 3405 or other tax withholding provisions of the Internal Revenue
Code, the trustee of a Plan may have an obligation, even in situations involving in-kind distributions of shares, to
liquidate a portion of the in-kind shares distributed in order to satisfy such withholding obligations, although there
might be no market for such shares. There may also be similar state and/or local tax withholding or other tax
obligations that should be considered.

Annual Valuation Requirement

Fiduciaries of Plans are required to determine the fair market value of the assets of such Plans on at least an
annual basis. If the fair market value of any particular asset is not readily available, the fiduciary is required to make
a good faith determination of that asset’s value. Also, a trustee or custodian of an IRA must provide an IRA
participant and the Internal Revenue Service with a statement of the value of the IRA each year. However,
currently, neither the Internal Revenue Service nor the Department of Labor has promulgated regulations specifying
how “fair market value” should be determined.

Unless and until our shares are listed for trading on a national securities exchange or are included for
quotation on The Nasdaq Stock Market, it is not expected that a public market for our shares will develop. To assist
fiduciaries of Plans subject to the annual reporting requirements of ERISA and IRA trustees or custodians to prepare
reports relating to an investment in our shares, we intend to provide reports of our quarterly and annual
determinations of the current value of our net assets per outstanding share to those fiduciaries (including IRA
trustees and custodians) who identify themselves to us and request the reports. Until three full fiscal years after the
later of this or any subsequent offering of our shares, we intend to use the offering price of shares in our most recent
offering as the per share net asset value; provided, however, that if we have sold property and have made one or
more special distributions to stockholders of all or a portion of the net proceeds from such sales, the net asset value
per shares will be equal to the offering price of shares in our most recent offering less the amount of net sale
proceeds per share distributed to investors prior to the redemption date as a result of the sale of such property.
Beginning three full fiscal years after the last offering of our shares, the value of the properties and our other assets
will be based on valuations of our properties or of our enterprise as a whole as our board determines appropriate.
Such valuations will be performed by persons independent of us and of Behringer Advisors.

We anticipate that we will provide annual reports of our determination of value (1) to IRA trustees and
custodians not later than January 15 of each year, and (2) to other Plan fiduciaries within 75 days after the end of
each calendar year. Each determination may be based upon valuation information available as of October 31 of the
preceding year, updated, however, for any material changes occurring between October 31 and December 31. We
also intend to make quarterly and annual valuations available to our stockholders through our web site beginning
with the year 2009, or two years after the last offering of our shares.

There can be no assurance, however, with respect to any estimate of value that we prepare, that:

o the estimated value per share would actually be realized by our stockholders upon liquidation, because
these estimates do not necessarily indicate the price at which properties can be sold;

e our stockholders would be able to realize estimated net asset values if they were to attempt to sell their
shares, because no public market for our shares exists or is likely to develop; or

o that the value, or method used to establish value, would comply with ERISA or Internal Revenue Code
requirements described above.

Fiduciary Obligations — Prohibited Transactions

Any person identified as a “fiduciary” with respect to a Plan incurs duties and obligations under ERISA as
discussed herein. For purposes of ERISA, any person who exercises any authority or control with respect to the
management or disposition of the assets of a Plan is considered to be a fiduciary of such Plan. Further, many
transactions between Plans or IRAs and “parties-in-interest” or “disqualified persons” are prohibited by ERISA
and/or the Internal Revenue Code. ERISA also requires generally that the assets of Plans be held in trust and that
the trustee, or a duly authorized investment manager, have exclusive authority and discretion to manage and control
the assets of the Plan.
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In the event that our properties and other assets were deemed to be assets of a Plan or IRA, referred to
herein as “Plan Assets,” our directors would, and other of our employees might, be deemed fiduciaries of any Plans
or IRAs investing as stockholders. If this were to occur, certain contemplated transactions between us and our
directors and other of our employees could be deemed to be “prohibited transactions.” Additionally, ERISA’s
fiduciary standards applicable to investments by Plans would extend to our directors and possibly other employees
as Plan fiduciaries with respect to investments made by us, and the requirement that Plan Assets be held in trust
could be deemed to be violated.

Plan Assets — Definition

A definition of Plan Assets is not set forth in ERISA or the Internal Revenue Code; however, a Department
of Labor regulation, referred to herein as the Plan Asset Regulation, provides guidelines as to whether, and under
what circumstances, the underlying assets of an entity will be deemed to constitute Plan Assets. Under the Plan
Asset Regulation, the assets of an entity in which a Plan or IRA makes an equity investment will generally be
deemed to be assets of such Plan or IRA unless the entity satisfies one of the exceptions to this general rule.
Generally, the exceptions require that the investment in the entity be one of the following:

e  in securities issued by an investment company registered under the Investment Company Act;
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e in “publicly offered securities,” defined generally as interests that are “freely transferable,” “widely

held” and registered with the Securities and Exchange Commission;
e in which equity participation by “benefit plan investors” is not significant; or

e in an “operating company,” which includes “venture capital operating companies” and “real estate
operating companies.”

The Plan Asset Regulation provides that equity participation in an entity by benefit plan investors is
“significant” if at any time 25% or more of the value of any class of equity interest is held by benefit plan investors.
The term “benefit plan investors” is broadly defined for this purpose, and we anticipate that we will not qualify for
this exception since we expect to have equity participation by “benefit plan investors” in excess of 25%, which
would be deemed to be significant, as defined above. As a result, and because we are not a registered investment
company, we do not anticipate that we will qualify for the exemption for investments in which equity participation
by benefit plan investors is not significant nor for the exemption for investments in securities issued by a registered
investment company.

Publicly Offered Securities Exemption

As noted above, if a Plan acquires “publicly offered securities,” the assets of the issuer of the securities will
not be deemed to be Plan Assets under the Plan Asset Regulation. The definition of publicly offered securities
requires that such securities be “widely held,” “freely transferable” and satisfy registration requirements under
federal securities laws. Although our shares are intended to satisfy the registration requirements under this
definition, the determinations of whether a security is “widely held” and “freely transferable” are inherently factual
matters.

Under the Plan Asset Regulation, a class of securities will be “widely held” if it is held by 100 or more
persons independent of the issuer. We anticipate that this requirement will be easily met; however, even if our
shares are deemed to be widely held, the “freely transferable” requirement must also be satisfied in order for us to
qualify for this exemption. The Plan Asset Regulation provides that “whether a security is ‘freely transferable’ is a
factual question to be determined on the basis of all relevant facts and circumstances,” and provides several
examples of restrictions on transferability that, absent unusual circumstances, will not prevent the rights of
ownership in question from being considered “freely transferable” if the minimum investment is $10,000 or less.
The allowed restrictions in the examples are illustrative of restrictions commonly found in REITs that are imposed
to comply with state and federal law, to assure continued eligibility for favorable tax treatment and to avoid certain
practical administrative problems. We have been structured with the intent to satisfy the “freely transferable”
requirement set forth in the Plan Asset Regulation with respect to our shares, although there are no assurances that
such requirement is met by our shares.

Our shares are subject to certain restrictions on transferability intended to ensure that we continue to
qualify for federal income tax treatment as a REIT. The Plan Asset Regulation provides, however, that where the
minimum investment in a public offering of securities is $10,000 or less, the presence of a restriction on
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transferability intended to prohibit transfers that would result in a termination or reclassification of the entity for
state or federal tax purposes will not ordinarily affect a determination that such securities are “freely transferable.”
The minimum investment in our shares is less than $10,000; thus, the restrictions imposed in order to maintain our
status as a REIT should not cause the shares to be deemed not “freely transferable.”

We have obtained an opinion from our counsel, Morris, Manning & Martin, LLP, that it is more likely than
not that our shares will be deemed to constitute “publicly offered securities” and, accordingly, it is more likely than
not that our underlying assets should not be considered “plan assets” under the Plan Assets Regulation, assuming the
offering takes place as described in this prospectus. If our underlying assets are not deemed to be “plan assets,” the
problems discussed below are not expected to arise.

Real Estate Operating Company Exemption

Even if we were deemed not to qualify for the “publicly offered securities” exemption, the Plan Asset
Regulation also provides an exemption with respect to securities issued by a “real estate operating company.” We
will be deemed to be a “real estate operating company” if, during the relevant valuation periods defined in the Plan
Asset Regulation, at least 50% of our assets, other than short-term investments pending long-term commitment or
distribution to investors valued at cost, are invested in real estate that is managed or developed and with respect to
which we have the right to participate substantially in the management or development activities. We intend to
devote more than 50% of our assets to the management and development of real estate.

An example in the Plan Asset Regulation indicates, however, that although some management and
development activities may be performed by independent contractors, rather than by the entity itself, if over one-half
of an entity’s properties are acquired subject to long-term leases under which substantially all management and
maintenance activities with respect to the properties are the responsibility of the tenants, then the entity may not be
eligible for the “real estate operating company” exemption. Based on this example, and due to the uncertainty of the
application of the standards set forth in the Plan Asset Regulation and the lack of further guidance as to the meaning
of the term “real estate operating company,” there can be no assurance as to our ability to structure our operations to
qualify for the “real estate operating company” exemption.

Consequences of Holding Plan Assets

In the event that our underlying assets were treated by the Department of Labor as Plan Assets, our
management would be treated as fiduciaries with respect to each Plan or IRA stockholder, and an investment in our
shares might expose the fiduciaries of the Plan or IRA to co-fiduciary liability under ERISA for any breach by our
management of the fiduciary duties mandated under ERISA. Further, if our assets are deemed to be Plan Assets, an
investment by a Plan or IRA in our shares might be deemed to result in an impermissible commingling of Plan
Assets with other property.

If our management or affiliates were treated as fiduciaries with respect to Plan and IRA stockholders, the
prohibited transaction restrictions of ERISA would apply to any transaction involving our assets. These restrictions
could, for example, require that we avoid transactions with entities that are affiliated with our affiliates or us or
restructure our activities in order to obtain an administrative exemption from the prohibited transaction restrictions.
Alternatively, we might have to provide Plan and IRA stockholders with the opportunity to sell their shares to us or
we might dissolve or terminate.

Prohibited Transactions

Generally, both ERISA and the Internal Revenue Code prohibit Plans and IRAs from engaging in certain
transactions involving Plan Assets with specified parties, such as sales or exchanges or leasing of property, loans or
other extensions of credit, furnishing goods or services, or transfers to, or use of, Plan Assets. The specified parties
are referred to as “parties-in-interest” under ERISA and as “disqualified persons” under the Internal Revenue Code.
These definitions generally include both parties owning threshold percentage interests in an investment entity and
“persons providing services” to the Plan or IRA, as well as employer sponsors of the Plan or IRA, fiduciaries and
other individuals or entities affiliated with the foregoing. For this purpose, a person generally is a fiduciary with
respect to a Plan or IRA if, among other things, the person has discretionary authority or control with respect to Plan
Assets or provides investment advice for a fee with respect to Plan Assets. Under Department of Labor regulations,
a person shall be deemed to be providing investment advice if that person renders advice as to the advisability of
investing in our shares, and that person regularly provides investment advice to the Plan or IRA pursuant to a mutual
agreement or understanding that such advice will serve as the primary basis for investment decisions, and that the
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advice will be individualized for the Plan or IRA based on its particular needs. Thus, if we are deemed to hold Plan
Assets, our management could be characterized as fiduciaries with respect to such assets, and each would be deemed
to be a party-in-interest under ERISA and a disqualified person under the Internal Revenue Code with respect to
investing Plans and IRAs. Whether or not we are deemed to hold Plan Assets, if we or our affiliates are affiliated
with a Plan or IRA investor, we might be a disqualified person or party-in-interest with respect to such Plan or IRA
investor, resulting in a prohibited transaction merely upon investment by such Plan or IRA in our shares.

Prohibited Transactions — Consequences

ERISA forbids Plans from engaging in prohibited transactions. Fiduciaries of a Plan which allow a
prohibited transaction to occur will breach their fiduciary responsibilities under ERISA, and may be liable for any
damage sustained by the Plan, as well as civil (and criminal, if the violation was willful) penalties. Ifit is
determined by the Department of Labor or the Internal Revenue Service that a prohibited transaction has occurred,
any disqualified person or party-in-interest involved with the prohibited transaction would be required to reverse or
unwind the transaction and, for a Plan, compensate the Plan for any loss resulting therefrom. Additionally, the
Internal Revenue Code requires that a disqualified person involved with a prohibited transaction must pay an excise
tax equal to a percentage of the “amount involved” in the transaction for each year in which the transaction remains
uncorrected. The percentage is generally 15%, but is increased to 100% if the prohibited transaction is not corrected
promptly. For IRA’s, if an IRA engages in a prohibited transaction, the tax-exempt status of the IRA may be lost.
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DESCRIPTION OF SHARES

The following description of our shares is not complete but is a summary and is qualified in its entirety by
reference to the Maryland General Corporation Law, our charter and our bylaws.

Under our charter, we have authority to issue a total of 400,000,000 shares of capital stock. Of the total
shares authorized, 350,000,000 shares are designated as common stock with a par value of $0.0001 per share and
50,000,000 shares are designated as preferred stock with a par value of $0.0001 per share. Our charter authorizes
our board of directors to classify and reclassify any unissued shares of our common stock and preferred stock into
other classes or series of stock without stockholder approval. Prior to issuance of shares of each class or series, the
board is required by Maryland law and by our charter to set, subject to our charter restrictions on transfer of stock,
the terms, preferences, conversion or other rights, voting powers, restrictions, limitations as to dividends or other
distributions, qualifications, and terms or conditions of redemption for each class or series. Thus, the board could
authorize the issuance of shares of common stock or preferred stock with terms and conditions that could adversely
affect the voting rights of holders of our issued and outstanding stock, or delay, defer or prevent a transaction or a
change in control that might involve a premium price for our common stockholders or otherwise be in their best
interest. In addition, our board of directors is authorized to amend our charter, without the approval of our
stockholders, to increase the aggregate number of our authorized shares of capital stock or the number of shares of
any class or series that we have authority to issue.

As of January 14, 2005, approximately 14,116,847 shares of our common stock were issued and
outstanding, and no shares of preferred stock were issued and outstanding.

Common Stock

The holders of our common stock are entitled to one vote per share on all matters voted on by our
stockholders, including election of our directors. Our charter does not provide for cumulative voting in the election
of directors. Therefore, the holders of a majority of our outstanding common shares can elect our entire board of
directors. Subject to any preferential rights of any outstanding series of preferred stock that may be designated, the
holders of our common stock are entitled to such dividends as may be authorized from time to time by our board of
directors out of legally available funds and, subject to the rights of any outstanding preferred shares, upon
liquidation, are entitled to receive all assets available for distribution to our stockholders. All shares of common
stock issued in this offering will be fully paid and non-assessable. Holders of shares of our common stock will not
have preemptive rights, which means that you will not have an automatic option to purchase any new shares that we
issue, nor any preference, conversion, exchange, sinking fund, redemption or appraisal rights.

We expect that, unitl our common stock is listed for trading on a national securities exchange or for
quotation on The Nasdaq Stock Market, we will not issue a certificate representing stock ownership. Instead, our
shares will be held in “uncertificated” form, which will eliminate the physical handling and safekeeping
responsibilities inherent in owning transferable stock certificates and eliminate the need to return a duly executed
stock certificate to effect a transfer. Phoenix Transfer, Inc. acts as our registrar and as the transfer agent for our
shares. Permitted transfers can be effected simply by mailing to our transfer agent a transfer and assignment form,
which we will provide to our stockholders at no charge. Investors who wish to transfer shares of our common stock
will be required to pay us a transfer fee of $50, or such other amount as may be deemed reasonable by our board of
directors, to cover costs associated with the transfer.

Preferred Stock

Our board of directors has no present plans to issue preferred stock, but may do so at any time in the future
without stockholder approval. If our board of directors does determine to issue preferred stock, it will not authorize
the issuance of preferred stock to our advisor or any of its affiliates except on the same terms as the preferred stock
is offered to all other existing stockholders or to new stockholders. In each instance that preferred stock is to be
issued, we expect that such issuances will be approved by at least a majority of our independent directors who do not
have an interest in the transaction and who have access to our legal counsel, or independent legal counsel, at our
expense.

Meetings and Special Voting Requirements

An annual meeting of the stockholders will be held each year, at least 30 days after delivery of our annual
report to our stockholders. Special meetings of stockholders may be called only upon the request of a majority of
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our directors, a majority of the independent directors, the president or upon the written request of stockholders
holding at least 10% of our outstanding shares entitled to vote at the meeting. Upon receipt of a written request of
stockholders holding at least 10% of our outstanding shares entitled to vote at the meeting stating the purpose of the
special meeting, the Secretary will provide all of our stockholders entitled to vote at the meeting written notice of
the meeting, and the purpose of such meeting, to be held not less than 15 nor more than 60 days after the distribution
of the notice of meeting. The presence of holders of a majority of the outstanding shares entitled to vote at the
meeting, either in person or by proxy, will constitute a quorum. Generally, the affirmative vote of a majority of all
votes entitled to be cast is necessary to take stockholder action, except that a majority of the votes represented in
person or by proxy at a meeting at which a quorum is present is sufficient to elect a director.

Under the Maryland General Corporation Law and our charter, our stockholders are entitled to vote at a
duly held meeting at which a quorum is present on:

e the election or removal of directors;

e any amendment of our charter, except that our board of directors may amend our charter without
stockholder approval to increase or decrease the aggregate number of our shares, to increase or
decrease the number of our shares of any class or series that we have the authority to issue, or to
classify or reclassify any unissued shares by setting or changing the preferences, conversion or other
rights, restrictions, limitations as to distributions, qualifications or terms and conditions of redemption
of such shares, and to effect certain amendments permitted under Maryland law;

e our liquidation or dissolution;
e areorganization as provided in our charter; and

e any merger, consolidation or sale or other disposition of substantially all of our assets.

Except as provided above, the approval of our board of directors and of holders of at least a majority of our
outstanding common stock is required for any of the foregoing. Our charter provides that our stockholders are not
entitled to exercise any rights of an objecting stockholder provided for under Maryland law unless the board, upon
the affirmative vote of a majority of the entire board, determines that such rights will apply, with respect to all or
any classes or series of stock, to a particular transaction or all transactions occurring after the date of such approval
in connection with which our stockholders would otherwise be entitled to exercise such rights.

Our advisor is selected and approved annually by our directors. While our stockholders do not have the
ability to vote to replace Behringer Advisors or to select a new advisor, stockholders do have the ability, by the
affirmative vote of holders of a majority of the shares entitled to vote on such matter, to elect to remove a director
from our board with or without cause.

Stockholders are entitled to receive a copy of our stockholder list upon request. The list provided by us
will include each stockholder’s name, address and telephone number, if available, and the number of shares owned
by each stockholder and will be sent within ten days of the receipt by us of the request. A stockholder requesting a
list will be required to pay reasonable costs of postage and duplication. Stockholders and their representatives shall
also be given access to our corporate records at reasonable times. We have the right to request that a requesting
stockholder represent to us that the list and records will not be used to pursue commercial interests.

In addition to the foregoing, stockholders have rights under Rule 14a-7 under the Exchange Act which
provides that, upon the request of investors and the payment of the expenses of the distribution, we are required to
distribute specific materials to stockholders in the context of the solicitation of proxies for voting on matters
presented to stockholders or, at our option, provide requesting stockholders with a copy of the list of stockholders so
that the requesting stockholders may make the distribution of proxies themselves.

Restriction on Ownership of Shares

In order for us to qualify as a REIT, not more than 50% of our outstanding shares may be owned by any
five or fewer individuals, including some tax-exempt entities. In addition, our outstanding shares must be owned by
100 or more persons independent of us and each other during at least 335 days of a 12-month taxable year or during
a proportionate part of a shorter taxable year. We may prohibit acquisitions and transfers of shares so as to ensure
our continued qualification as a REIT under the Internal Revenue Code. However, we cannot assure you that this
prohibition will be effective.
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In order to assist us in preserving our status as a REIT, our charter contains restrictions on the number of
shares of our common stock and preferred stock that a person may own. No person may acquire or hold, directly or
indirectly, in excess of 9.8% (in value or in number of shares, whichever is more restrictive) of our outstanding
shares of common stock or preferred stock (subject to adjustment to not more than 9.9%).

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

Our board, in its sole discretion, may exempt a person from these limits. However, the board may not
exempt any person whose ownership of our outstanding stock would result in our being “closely held” within the
meaning of Section 856(h) of the Internal Revenue Code or otherwise would result in our failing to qualify as a
REIT. In order to be considered by the board for exemption, a person also must not own, directly or indirectly, an
interest in our tenant (or a tenant of any entity which we own or control) that would cause us to own, directly or
indirectly, more than a 9.9% interest in the tenant. The person seeking an exemption must represent to the
satisfaction of the board that it will not violate these two restrictions. The person also must agree that any violation
or attempted violation of these restrictions will result in the automatic transfer of the shares of stock causing the
violation to the trust, as discussed below. The board of directors may require a ruling from the Internal Revenue
Service or an opinion of counsel in order to determine or ensure our status as a REIT.

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

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

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

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

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

Distributions

Currently, we make distributions in the form of cash distribution to our stockholders from capital at an
annualized rate of 7%. Current distributions are paid from available capital in anticipation of future cash flow from
our investments. There can be no assurance that future cash flow will support distributions at the current rate. See
“Risk Factors — Risks Related to Our Business in General — Distributions may be paid from capital, and there can be
no assurance that we will be able to achieve expected cash flows necessary to continue to pay initially established
distributions or maintain distributions at any particular level, or that distributions will increase over time.”

We intend to continue to declare and make distributions on a monthly basis provided that our board of
directors determines we have, or anticipate having, sufficient cash available to do so. Distributions will be paid to
investors who are stockholders as of the record dates selected by the directors. We currently calculate our monthly
distributions based on daily record and distribution declaration dates so our investors will be entitled to be paid
distributions immediately upon the purchase of their shares.

We are required to make distributions sufficient to satisfy the requirements for qualification as a REIT for
tax purposes. Generally, distributed income will not be taxable to us under the Internal Revenue Code if we
distribute at least 90% of our taxable income. See “Federal Income Tax Considerations — Requirements for
Qualification as a REIT.”

Distributions will be authorized at the discretion of our board of directors, in accordance with our earnings,
cash flow, anticipated cash flow, and general financial condition. The board’s discretion will be directed, in
substantial part, by its obligation to cause us to comply with the REIT requirements. Because we may receive
income from interest or rents at various times during our fiscal year, distributions paid may not reflect our income
earned in that particular distribution period but may be made in anticipation of cash flow that we expect to receive
during a later period and may be made in advance of actual receipt of funds in an attempt to make distributions
relatively uniform. We may utilize capital, borrow money, issue new securities or sell assets in order to make
distributions.

Many of the factors that can affect the availability and timing of cash distributions to stockholders are
beyond our control, and a change in any one factor could adversely affect our ability to pay future distributions. See
“Risk Factors — Risks Related to Our Business in General — Distributions may be paid from capital, and there can be
no assurance that we will be able to achieve expected cash flows necessary to continue to pay initially established
distributions or maintain distributions at any particular level, or that distributions will increase over time.”

We are not prohibited from distributing our own securities in lieu of making cash distributions to
stockholders. We intend to declare a special 10% stock dividend to be paid to all of our stockholders of record on
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the last day of first full calendar quarter after we raise an aggregate of $50,000,000 in this offering (excluding shares
sold pursuant to our distribution reinvestment plan) or such lesser amount or such other date as may be determined
by our board of directors in its sole discretion. Investors who purchased our stock on or before the record date for
this special 10% stock dividend will receive one additional share of stock for every ten shares of stock they own as
of the record date. We may issue other securities as stock dividends in the future.

Special 10% Stock Dividend for Early Investors

Prior to the effective date of this prospectus, our board of directors will have authorized a one-time 10%
stock dividend to be paid to all of our stockholders of record on the last day of first full calendar quarter after we
raise an aggregate of $50,000,000 in this offering (excluding shares sold pursuant to our distribution reinvestment
plan) or such lesser amount or such other date as may be determined by our board of directors in its sole discretion.
If you are one of the investors who purchased our stock on or before the record date for this special 10% stock
dividend, you will receive one additional share of common stock for every ten shares of common stock you own as
of the record date. This special 10% stock dividend will, if and when declared, have the effect of lowering your
effective purchase price per share of common stock. We will notify prospective investors of the date on which we
declare this special 10% stock dividend by means of a supplement to this prospectus. Stock dividends are generally
not subject to federal income tax.

Share Redemption Program

Prior to the time that our shares are listed for trading on a national securities exchange or for quotation on
The Nasdaq Stock Market, our stockholders who have held their shares for at least one year may receive the benefit
of limited interim liquidity by presenting for redemption all or a portion of their shares to us at any time in
accordance with the procedures outlined herein. At that time, we may, subject to the conditions and limitations
described below, redeem the shares presented for redemption for cash to the extent that we have sufficient funds
available to us to fund such redemption.

Except as described below for redemptions upon the death of a stockholder or upon the disability of the
stockholder or such stockholder’s need for long-term care, the purchase price for the redeemed shares will equal the
lesser of (1) either (i) for shares held on the record date of the 10% special stock dividend and the shares issued
pursuant to such dividend, the average price the stockholder paid for all such shares (treating the shares issued
pursuant to the 10% special stock dividend as having a purchase price of $0.00), or (ii) for all other shares, the price
the stockholder actually paid for such shares, or (2) either (i) prior to the time we begin having appraisals performed
by an independent third-party, $9.00 per share; provided, however, that if we have sold property and have made one
or more special distributions to stockholders of all or a portion of the net proceeds from such sales, the per share
redemption price will be 90% of the difference between the offering price of shares in our most recent offering and
the amount of net sale proceeds per share distributed to investors prior to the redemption date as a result of the sale
of such property, or (ii) after we begin obtaining such appraisals, 90% of the net asset value per share, as determined
by the appraisals. In the event that you redeem all of your shares, any shares that you purchased pursuant to either
our distribution reinvestment plan may be excluded from the foregoing one-year holding period requirement, in the
discretion of our board of directors. In addition, for purposes of the one-year holding period, limited partners of
Behringer Harvard OP I who exchange their limited partnership units for shares of our common stock will be
deemed to have owned their shares as of the date they were issued their limited partnership units in Behringer
Harvard OP I. Our board of directors reserves the right in its sole discretion at any time and from time to time to (1)
waive the one-year holding period in the event of the death of a stockholder, a stockholder’s disability or need for
long-term care, other exigent circumstances such as bankruptcy, or a mandatory distribution requirement under a
stockholder’s IRA, (2) reject any request for redemption, (3) change the purchase price for redemptions, or (4)
otherwise amend the terms of our share redemption program. For a description of the exchange rights of the limited
partners of Behringer Harvard OP I, see the section of this prospectus captioned “The Operating Partnership
Agreement — Exchange Rights.”

In addition, and subject to the conditions and limitations described below, we will redeem shares upon the
death of a stockholder who is a natural person, including shares held by such stockholder through a revocable
grantor trust, or an IRA or other retirement or profit-sharing plan, after receiving written notice from the estate of the
stockholder, the recipient of the shares through bequest or inheritance, or, in the case of a revocable grantor trust, the
trustee of such trust, who shall have the sole ability to request redemption on behalf of the trust. We must receive
the written notice within 180 days after the death of the stockholder. If spouses are joint registered holders of
shares, the request to redeem the shares may be made if either of the registered holders dies. If the stockholder is
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not a natural person, such as a trust other than a revocable grantor trust, partnership, corporation or other similar
entity, the right of redemption upon death does not apply.

Furthermore, and subject to the conditions and limitations described below, we will redeem shares held by
a stockholder who is a natural person, including shares held by such stockholder through a revocable grantor trust,
or an IRA or other retirement or profit-sharing plan, with a “qualifying disability” (as defined below), after receiving
written notice from such stockholder. We must receive the written notice within 180 days after such stockholder’s
qualifying disability. If the stockholder is not a natural person, such as a trust other than a revocable grantor trust,
partnership, corporation or other similar entity, the right of redemption upon disability does not apply. In order for a
disability to be considered a “qualifying disability,” (1) the stockholder must receive a determination of disability
based upon a physical or mental condition or impairment arising after the date the stockholder acquired the shares to
be redeemed, and (2) such determination of disability must be made by the governmental agency responsible for
reviewing the disability retirement benefits that the stockholder could be eligible to receive (the “applicable
governmental agency”). The “applicable governmental agencies” are limited to the following: (i) if the stockholder
paid Social Security taxes and therefore could be eligible to receive Social Security disability benefits, then the
applicable governmental agency is the Social Security Administration or the agency charged with responsibility for
administering Social Security disability benefits at that time if other than the Social Security Administration; (ii) if
the stockholder did not pay Social Security benefits and therefore could not be eligible to receive Social Security
disability benefits, but the stockholder could be eligible to receive disability benefits under the Civil Service
Retirement System (CSRS), then the applicable governmental agency is the U.S. Office of Personnel Management
or the agency charged with responsibility for administering CSRS benefits at that time if other than the Office of
Personnel Management; or (iii) if the stockholder did not pay Social Security taxes and therefore could not be
eligible to receive Social Security benefits but suffered a disability that resulted in the stockholder’s discharge from
military service under conditions that were other than dishonorable and therefore could be eligible to receive
military disability benefits, then the applicable governmental agency is the Veteran’s Administration or the agency
charged with the responsibility for administering military disability benefits at that time if other than the Veteran’s
Administration.

Disability determinations by governmental agencies for purposes other than those listed above, including
but not limited to worker’s compensation insurance, administration or enforcement of the Rehabilitation Act or
Americans with Disabilities Act, or waiver of insurance premiums, will not entitle a stockholder to the special
redemption terms applicable to disabled stockholders or stockholders in need of long-term care, unless permitted in
the discretion of the board of directors. Redemption requests following an award by the applicable governmental
agency of disability benefits must be accompanied by: (1) the investor’s initial application for disability benefits and
(2) a Social Security Administration Notice of Award, a U.S. Office of Personnel Management determination of
disability under CSRS, a Veteran’s Administration record of disability-related discharge or such other
documentation issued by the applicable governmental agency which we deem acceptable and demonstrates an award
of the disability benefits.

We understand that the following disabilities do not entitle a worker to Social Security disability benefits:
o disabilities occurring after the legal retirement age,
e temporary disabilities, and
o disabilities that do not render a worker incapable of performing substantial gainful activity.

Therefore, such disabilities will not qualify for the special redemption terms except in the limited circumstances
when the investor is awarded disability benefits by the other “applicable governmental agencies” described above.
However, where a stockholder requests the redemption of his shares due to a disability or the need for long term
care, and such stockholder does not have a “qualifying disability” under the terms described above, our board of
directors, in its discretion, may redeem the stockholder’s shares based on the stockholder’s disability or need for
long-term care.

The purchase price for shares redeemed upon the death of a stockholder or upon the disability of a
stockholder or such stockholder’s need for long-term care, until we begin having appraisals performed by an
independent third-party, will be equal to either (i) for shares held on the record date of the 10% special stock
dividend and the shares issued pursuant to such dividend, the average price you paid for all such shares (treating the
shares issued pursuant to the 10% special stock dividend as having a purchase price of $0.00), or (ii) for all other
shares, the price you actually paid for such shares, as applicable; provided, however, that if we have sold property
and have made one or more special distributions to stockholders of all or a portion of the net proceeds from such
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sales, the per share redemption price will be the difference between the offering price of shares in our most recent
offering and the amount of net sale proceeds per share distributed to investors prior to the redemption date as a result
of the sale of such property. Thereafter, the purchase price will be the fair market value of the shares, as determined
by the appraisals. We will redeem shares upon the death or disability of the stockholder or such stockholder’s need
for long-term care only to the extent that we have sufficient funds available to us to fund such redemption.

Our share redemption program, including the redemption upon the death or disability of a stockholder, is
available only for stockholders who purchase their shares directly from us or certain transferees, and is not intended
to provide liquidity to any stockholder who acquired his shares by purchase from another stockholder. In
connection with a request for redemption, the stockholder or his or her estate, heir or beneficiary will be required to
certify to us that the stockholder either (i) acquired the shares to be repurchased directly from us or (ii) acquired
such shares from the original subscriber by way of a bona fide gift not for value to, or for the benefit of, a member
of the subscriber’s immediate or extended family (including the subscriber’s spouse, parents, siblings, children or
grandchildren and including relatives by marriage) or through a transfer to a custodian, trustee or other fiduciary for
the account of the subscriber or members of the subscriber’s immediate or extended family in connection with an
estate planning transaction, including by bequest or inheritance upon death or operation of law.

We will engage a third-party to conduct a Uniform Commercial Code (UCC) search to ensure that no liens
or encumbrances are held against the shares presented for redemption. We will deduct $300 from the proceeds of
the repurchase to cover our costs for this search. Shares that are not subject to liens or encumbrances will be eligible
for redemption following the completion of the UCC search. We will not redeem shares that are subject to liens or
other encumbrances until the stockholder presents evidence that such liens or encumbrances have been removed.

We intend to redeem shares quarterly under the program. We will not redeem in excess of 5% of the
weighted average number of shares outstanding during the twelve-month period immediately prior to the date of
redemption. Our board of directors will determine from time to time, and at least quarterly, whether we have
sufficient excess cash to repurchase shares. Generally, the cash available for redemption will be limited to 1% of the
operating cash flow from the previous fiscal year (to the extent positive), plus any proceeds from our distribution
reinvestment plan. Our board of directors, in its sole discretion, may suspend implementation of, terminate or
amend our share redemption program at any time it determines that such suspension, termination, or amendment is
in our best interest or to reduce the number of shares purchased under the share redemption program if it determines
the funds otherwise available to fund our share redemption program are needed for other purposes. These
limitations apply to all redemptions, including redemptions upon the death or disability of a stockholder. See “Risk
Factors — Risks Related to Our Business in General.”

A request for redemption may be withdrawn in whole or in part by a stockholder in writing at any time
prior to redemption. We cannot guarantee that the funds set aside for the share redemption program will be
sufficient to accommodate all requests made in any particular redemption period. If we do not have sufficient funds
available at the time when redemption is requested, the stockholder or his or her estate, heir or beneficiary can
(1) withdraw the request for redemption, or (2) ask that we honor the request at such time, if any, when sufficient
funds become available. Such pending requests will be honored among all requesting stockholders in any given
redemption period, as follows: first, pro rata as to redemptions upon the death or disability of a stockholder; next
pro rata as to redemptions to stockholders who demonstrate, in the discretion of our board of directors, another
involuntary exigent circumstance, such as bankruptcy; next pro rata as to redemptions to stockholders subject to a
mandatory distribution requirement under such stockholder’s IRA; and, finally, pro rata as to redemptions to other
redemption requests. Our advisor and its affiliates will defer their own redemption requests, if any, until all other
requests for redemption have been met.

In general, a stockholder or his or her estate, heir or beneficiary may present to us fewer than all of the
shares then-owned for redemption, except that the minimum number of shares that must be presented for redemption
shall be at least 25% of the holder’s shares. However, provided that your redemption request is made within 180
days of the event giving rise to the special circumstances described in this sentence, where redemption is being
requested (1) on behalf of a deceased stockholder; (2) by a stockholder with a qualifying disability or who is deemed
by our board of directors to be disabled or in need of long-term care; (3) by a stockholder due to other involuntary
exigent circumstances, such as bankruptcy; or (4) by a stockholder due to a mandatory distribution under such
stockholder’s IRA, a minimum of 10% of the stockholder’s shares may be presented for redemption; provided,
however, that any future redemption request by such stockholder must present for redemption at least 25% of such
stockholder’s remaining shares. A stockholder who wishes to have shares redeemed must mail or deliver to us a
written request on a form provided by us and executed by the stockholder, its trustee or authorized agent. An estate,
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heir or beneficiary that wishes to have shares redeemed following the death of a stockholder must mail or deliver to
us a written request on a form provided by us, including evidence acceptable to our board of directors of the death of
the stockholder, and executed by the executor or executrix of the estate, the heir or beneficiary, or their trustee or
authorized agent. A stockholder requesting the redemption of his shares due to a qualifying disability must mail or
deliver to us a written request on a form provided by us, including the evidence and documentation described above,
or evidence acceptable to our board of directors of the stockholder’s disability. If the shares are to be redeemed
under the conditions outlined herein, we will forward the documents necessary to affect the redemption, including
any signature guaranty we may require. The effective date of any redemption will be the last day of the calendar
month preceding the quarterly determination by our board of directors of the availability of funds for redemption.
No distributions will accrue for shares approved for redemption after the effective date of redemption. In making
the determination of the availability of funds for redemption, our board of directors will consider only properly
completed redemption requests that we received on or before the end of the period ending no later than the last day
of the calendar month preceding the determination of the availability of funds for redemption. Payment for the
shares so approved for redemption, assuming sufficient funds for redemption and the satisfaction of all necessary
conditions, will be made no later than 15 days after the date of our directors’ action to determine the shares approved
for redemption.

Our share redemption program is only intended to provide interim liquidity for our stockholders until a
secondary market develops for the shares. No such market presently exists, and we cannot assure you that any
market for your shares will ever develop. Neither our advisor, any member of our board of directors nor any of their
affiliates will receive any fee on the repurchase of shares by us pursuant to the share redemption program. For a
discussion of the tax treatment of redemptions, see “Federal Income Tax Considerations — Taxation of U.S.
Stockholders.”

The shares we purchase under the share redemption program will be cancelled, and will have the status of
authorized but unissued shares. We will not reissue such shares unless they are first registered with the Securities
and Exchange Commission under the Securities Act and under appropriate state securities laws or otherwise issued
in compliance with or exemption from such laws.

The foregoing provisions regarding the share redemption program in no way limit our ability to repurchase
shares from stockholders by any other legally available means for any reason that the advisor, in its discretion,
deems to be in our best interest.

Restrictions on Roll-up Transactions

A Roll-up Transaction is a transaction involving the acquisition, merger, conversion or consolidation,
directly or indirectly, of us and the issuance of securities of an entity (Roll-up Entity) that is created or would
survive after the successful completion of a Roll-up Transaction. This term does not include:

e atransaction involving our securities that have been for at least 12 months listed for trading on a
national securities exchange or included for quotation on The Nasdaq Stock Market; or

e atransaction involving our conversion to trust, or association form if, as a consequence of the
transaction, there will be no significant adverse change in stockholder voting rights, the term of our
existence, compensation to Behringer Advisors or our investment objectives.

In connection with any Roll-up Transaction involving the issuance of securities of a Roll-up Entity, an
appraisal of all of our assets shall be obtained from a competent independent appraiser. The assets shall be
appraised on a consistent basis, and the appraisal will be based on the evaluation of all relevant information and will
indicate the value of the assets as of a date immediately prior to the announcement of the proposed Roll-up
Transaction. The appraisal shall assume an orderly liquidation of assets over a 12-month period. The terms of the
engagement of the independent appraiser shall clearly state that the engagement is for the benefit of us and our
stockholders. A summary of the appraisal, indicating all material assumptions underlying the appraisal, shall be
included in a report to stockholders in connection with any proposed Roll-up Transaction.

In connection with a proposed Roll-up Transaction, the sponsor of the Roll-up Transaction must offer to
stockholders who vote “no” on the proposal the choice of:

(1) accepting the securities of the Roll-up Entity offered in the proposed Roll-up Transaction; or
) one of the following:
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(a) remaining as holders of our common stock and preserving their interests therein on the same
terms and conditions as existed previously, or

(b) receiving cash in an amount equal to the stockholder’s pro rata share of the appraised value
of our net assets.

We are prohibited from participating in any Roll-up Transaction:

e that would result in the stockholders having voting rights in a Roll-up Entity that are less than those
provided in our bylaws and described elsewhere in this prospectus, including rights with respect to the
election and removal of directors, annual reports, annual and special meetings, amendment of our
charter, and our dissolution;

e that includes provisions that would materially impede or frustrate the accumulation of shares by any
purchaser of the securities of the Roll-up Entity, except to the minimum extent necessary to preserve
the tax status of the Roll-up Entity, or which would limit the ability of an investor to exercise the
voting rights of its securities of the Roll-up Entity on the basis of the number of shares held by that
investor;

e in which our investor’s rights to access of records of the Roll-up Entity will be less than those provided
in the section of this prospectus entitled “— Meetings and Special Voting Requirements” above; or

e in which any of the costs of the Roll-up Transaction would be borne by us if the Roll-up Transaction is
not approved by the stockholders.

Provisions of Maryland Law and of Our Charter and Bylaws
Business Combinations

Under Maryland law, “business combinations” between a Maryland corporation and an interested
stockholder or an affiliate of an interested stockholder are prohibited for five years after the most recent date on
which the interested stockholder becomes an interested stockholder. These business combinations include a merger,
consolidation, share exchange, or, in circumstances specified in the statute, an asset transfer or issuance or
reclassification of equity securities. An interested stockholder is defined as:

e any person who beneficially owns 10% or more of the voting power of the corporation’s shares; or

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

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

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

e 80% of the votes entitled to be cast by holders of outstanding shares of voting stock of the corporation;
and

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

These super-majority vote requirements do not apply if the corporation’s common stockholders receive a
minimum price, as defined under Maryland law, for their shares in the form of cash or other consideration in the
same form as previously paid by the interested stockholder for his or her shares. The business combination statute
may discourage others from trying to acquire control of us and increase the difficulty of consummating any offer.
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Control Share Acquisitions

Maryland law provides that control shares of a Maryland corporation acquired in a control share acquisition
have no voting rights except to the extent approved by a vote of two-thirds of the votes entitled to be cast on the
matter. Shares owned by the acquiror, by officers or by directors who are employees of the corporation are excluded
from shares entitled to vote on the matter. Control shares are voting shares of stock which, if aggregated with all
other shares of stock owned by the acquiror or in respect of which the acquiror is able to exercise or direct the
exercise of voting power (except solely by virtue of a revocable proxy), would entitle the acquiror to exercise voting
power in electing directors within one of the following ranges of voting power:

e  one-tenth or more but less than one-third,
e  one-third or more but less than a majority, or

e amajority or more of all voting power.

Control shares do not include shares the acquiring person is entitled to vote as a result of having previously
obtained stockholder approval. A control share acquisition means the acquisition of control shares, subject to
certain exceptions.

A person who has made or proposes to make a control share acquisition may compel the board of directors
of the corporation to call a special meeting of stockholders to be held within 50 days of demand to consider the
voting rights of the shares. The right to compel the calling of a special meeting is subject to the satisfaction of
certain conditions, including an undertaking to pay the expenses of the meeting. If no request for a meeting is made,
the corporation may itself present the question at any stockholders meeting.

If voting rights are not approved at the meeting or if the acquiring person does not deliver an acquiring
person statement as required by the statute, then the corporation may redeem for fair value any or all of the control
shares, except those for which voting rights have previously been approved. The right of the corporation to redeem
control shares is subject to certain conditions and limitations. Fair value is determined, without regard to the
absence of voting rights for the control shares, as of the date of the last control share acquisition by the acquiror or
of any meeting of stockholders at which the voting rights of the shares are considered and not approved. If voting
rights for control shares are approved at a stockholders’ meeting and the acquiror becomes entitled to vote a
majority of the shares entitled to vote, all other stockholders may exercise appraisal rights. The fair value of the
shares as determined for purposes of appraisal rights may not be less than the highest price per share paid by the
acquiror in the control share acquisition.

The control share acquisition statute does not apply (a) to shares acquired in a merger, consolidation or
share exchange if the corporation is a party to the transaction, or (b) to acquisitions approved or exempted by our
charter or bylaws.

Our bylaws contain a provision exempting from the control share acquisition statute any and all
acquisitions by any person of shares of our stock. We can offer no assurance that this provision will not be amended
or eliminated at any time in the future.

Subtitle 8

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

e aclassified board,
e two-thirds vote requirement for removing a director,
e arequirement that the number of directors be fixed only by vote of the directors,

e arequirement that a vacancy on the board be filled only by the remaining directors and for the
remainder of the full term of the directorship in which the vacancy occurred, and

e amajority requirement for the calling of a special meeting of stockholders.
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Pursuant to Subtitle 8, we have elected to provide that vacancies on our board of directors may be filled
only by the remaining directors and for the remainder of the full term of the directorship in which the vacancy
occurred. Through provisions in our charter and bylaws unrelated to Subtitle 8, we already vest in our board of
directors the exclusive power to fix the number of directorships.

Advance Notice of Director Nominations and New Business

Our bylaws provide that with respect to an annual meeting of stockholders, nominations of persons for
election to the board of directors and the proposal of business to be considered by stockholders may be made only
(i) pursuant to our notice of the meeting, (ii) by the board of directors or (iii) by a stockholder who is entitled to vote
at the meeting and who has complied with the advance notice procedures of the bylaws. With respect to special
meetings of stockholders, only the business specified in our notice of the meeting may be brought before the
meeting. Nominations of persons for election to the board of directors at a special meeting may be made only
(i) pursuant to our notice of the meeting, (ii) by the board of directors, or (iii) provided that the board of directors
has determined that directors will be elected at the meeting, by a stockholder who is entitled to vote at the meeting
and who has complied with the advance notice provisions of the bylaws. The advance notice provisions of our
bylaws could delay, defer or prevent a transaction or a change in control of us that might involve a premium price
for holders of our common stock or otherwise be in their best interest.
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SUMMARY OF DISTRIBUTION REINVESTMENT AND AUTOMATIC PURCHASE PLANS
Summary of Distribution Reinvestment Plan

We have adopted a distribution reinvestment plan that allows you to have distributions otherwise
distributable to you invested in additional shares of our common stock. We are offering 16,000,000 shares for sale
pursuant to our distribution reinvestment plan at a price per share of $9.50, provided that if you acquired the shares
in respect of which distributions are paid with a purchase price reduction resulting from (i) a reduction of the sales
commission otherwise payable thereon (including, without limitation, sales to participating dealers’ representatives
or asset-based fee investors or an authorized agreement by us and/or the dealer manager to reduce the sales
commission) and/or (ii) a reduction of the dealer manager fee otherwise payable thereon (including, without
limitation, sales to our employees or an authorized agreement by us and/or the dealer manager to reduce the dealer
manager fee), then the purchase price for shares purchased under the distribution reinvestment plan shall be the
lesser of the price per share paid by you for the shares in respect of which the distributions are paid or $9.50 per
share (with such price also applicable to shares purchased with distributions on shares purchased under the
distribution reinvestment plan (Distribution Shares) if the original shares in respect of which the Distribution Shares
were acquired were purchased on the terms described in clause (i) or (ii) above. Such price will be available only
until the termination of this offering, which is anticipated to be on or before February 11, 2007. We have the
discretion to extend the offering period for the shares being offered pursuant to this prospectus under our distribution
reinvestment plan up to February 11, 2013. The following is a summary of our distribution reinvestment plan. A
complete copy of our form of amended and restated distribution reinvestment plan is included in this prospectus as
Exhibit C.

Subject to certain conditions set forth in our distribution reinvestment plan, any stockholder or partner of
any other publicly offered limited partnership, real estate investment trust or other real estate program sponsored by
Behringer Harvard or its affiliates, including but not limited to partners of Behringer Harvard Mid-Term Fund I and
Behringer Harvard Short-Term Fund I, may participate in our distribution reinvestment plan and elect to purchase
shares of our common stock with their distributions from such other programs.

No dealer manager fees will be paid with respect to shares purchased pursuant to our distribution
reinvestment plan. In addition, selling commissions not to exceed 1% will be paid with respect to purchases
pursuant to our distribution reinvestment plan if the stockholder participating in the plan designates in writing that
the broker who made the initial sale of shares to the participant shall receive such commission. A stockholder
participating in the plan is permitted to identify, change or eliminate the name of his account executive at a
participating dealer with respect to investments pursuant to the plan. In the event that no account executive is
identified, or in the event that the account executive is not employed by a broker-dealer or authorized representative
having a valid selling agreement with our dealer manager, no selling commission will be paid. If no such broker or
authorized representative is designated or if the stockholder participating in such plan designates only a portion of
the selling commission to be paid to his or her broker or authorized representative, the amount that would have been
paid as a selling commission will be retained and used by us. Therefore, we will receive an additional $0.80 per
share in proceeds for each share purchased as a distribution reinvestment. Accordingly, the economic benefits
resulting from distribution reinvestment purchases by the stockholders who have not designated a broker to receive
the selling commission, and from Behringer Securities’ elimination of its dealer manager fee, will be shared with all
stockholders.

Pursuant to the terms of our distribution reinvestment plan, the reinvestment agent (which is currently
Behringer Harvard REIT I) will act on behalf of participants to acquire shares of our common stock with the cash
distributions they are entitled to receive from us. Stockholders participating in the distribution reinvestment plan
may purchase fractional shares. If sufficient shares are not available for issuance under such plan, the reinvestment
agent will remit excess cash to the participants. Participants purchasing shares pursuant to our distribution
reinvestment plan will have the same rights as stockholders and will be treated in the same manner as if such shares
were issued pursuant to our offering.

Investment of Distributions

Investors who elect distribution reinvestment generally are required to have the full amount of their cash
distributions from us reinvested pursuant to the plan. However, our reinvestment agent has the sole discretion, upon
the request of an investor, to accommodate the investor’s request for less than all of the investor’s shares to be
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subject to participation in the plan. In addition to participation by our stockholders, limited partners of Behringer
Harvard Operating Partnership I, and participants in publicly offered real estate programs previously sponsored by
our affiliates, including but not limited to Behringer Harvard Mid-Term Fund I and Behringer Harvard Short-Term
Fund I, subject to the terms of such program, may also participate in our distribution reinvestment plan and have
cash otherwise distributable to them by Behringer Harvard Operating Partnership I invested in our shares.

After the expiration of the offering of the shares we have registered for sale under the distribution
reinvestment plan, we may determine to allow participants to reinvest cash distributions from us in shares issued by
a subsequent Behringer Harvard sponsored program only if all of the following conditions are satisfied:

e prior to the time of such reinvestment, the participant has received the final prospectus and any
supplements thereto offering interests in the subsequent Behringer Harvard sponsored program and
such prospectus allows investments pursuant to a distribution or dividend reinvestment plan;

e aregistration statement covering the interests in the subsequent Behringer Harvard sponsored program
has been declared effective under the Securities Act;

o the offer and sale of such interests are qualified for sale under applicable state securities laws;

e the participant executes the subscription agreement included with the prospectus for the subsequent
Behringer Harvard sponsored program;

o the participant qualifies under applicable investor suitability standards as contained in the prospectus
for the subsequent Behringer Harvard sponsored program; and

o the subsequent Behringer Harvard sponsored program has substantially the same investment objectives
as Behringer Harvard REIT 1.

Stockholders who invest in subsequent Behringer Harvard sponsored programs pursuant to our distribution
reinvestment plan will become investors in such subsequent Behringer Harvard sponsored program and, as such,
will receive the same reports as other investors in the subsequent Behringer Harvard sponsored program.

Summary of Automatic Purchase Plan

We have adopted an automatic purchase plan that allows our stockholders to make cash investments of
$25.00 or more in additional shares of common stock at regular intervals through their checking, savings or other
bank account. After your initial purchase of shares, you may elect to purchase additional shares of our common
stock through this plan. You may elect to invest the specified amount twice monthly, monthly, quarterly,
semiannually or annually. Dealer manager fees not to exceed 2% will be paid with respect to automatic purchases
under our automatic purchase plan. Selling commissions not to exceed 7% will be paid with respect to purchases
under the automatic purchase plan if the stockholder participating in the plan designates in writing that the broker
who made the initial sale of shares to the participant shall receive such commission. A stockholder participating in
the plan is permitted to identify, change or eliminate the name of his account executive at a participating dealer with
respect to investments pursuant to such plan. In the event that no account executive is identified, or in the event that
the account executive is not employed by a broker-dealer or authorized representative having a valid selling
agreement with our dealer manager, no selling commission will be paid. Stockholders participating in the automatic
purchase plan may purchase fractional shares. Participants purchasing shares pursuant to our automatic purchase
plan will have the same rights as stockholders and will be treated in the same manner as if such shares were issued
pursuant to our offering. A complete copy of our form of automatic purchase plan is included in this prospectus as
Exhibit D.

Pursuant to the terms of our automatic purchase plan, the reinvestment agent (which is currently Behringer
Harvard REIT I) will act on behalf of participants to acquire shares of our common stock using the funds that
participants designate to be deducted from their bank accounts for automatic purchases.

Election to Participate or Terminate Participation in Distribution Reinvestment Plan or Automatic Purchase
Plan

You may elect to participate in either or each of our distribution reinvestment plan and our automatic
purchase plan by making a written election to participate on your subscription agreement at the time you subscribe
for shares. You may elect to participate in either the distribution reinvestment plan, the automatic purchase plan, or
both. If you do not elect to participate in a plan at the time of your initial investment, you may do so at any time by
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delivering to Behringer Securities, our dealer manager, a completed authorization form or other written
authorization required by Behringer Securities. Participation in our distribution reinvestment plan will commence
with the next distribution payable after receipt of the participant’s notice, provided it is received at least ten days
prior to the last day of the month to which the distribution relates. Participation in our automatic purchase plan will
commence with the date selected by the participant for the first automatic purchase, provided that such date is at
least ten days after receipt of the election notice.

Some brokers may determine not to offer their clients the opportunity to participate in either our
distribution reinvestment plan or our automatic purchase plan. Any prospective investor who wishes to participate
in either, or each plan should consult with his broker as to the broker’s position regarding participation in our
distribution reinvestment plan and/or our automatic purchase plan, as applicable.

We reserve the right to prohibit qualified retirement plans from participating in each of our distribution
reinvestment plan and/or our automatic purchase plan if such participation would cause our underlying assets to
constitute “plan assets” of qualified retirement plans. See “Investment by Tax-Exempt Entities and ERISA
Considerations.”

Each stockholder electing to participate in our distribution reinvestment plan and/or automatic purchase
plan agrees that, if at any time he fails to meet the applicable investor suitability standards or cannot make the other
investor representations or warranties set forth in the then current prospectus or subscription agreement relating to
such investment, he will promptly notify the reinvestment agent in writing of that fact.

To withdraw from participation in either our distribution reinvestment plan and/or automatic purchase plan,
or to modify the amount, timing or other terms of automatic purchases under the automatic purchase plan, you must
provide written notice to Behringer Securities. A withdrawal from participation in the distribution reinvestment plan
will be effective with respect to distributions for the month in which the notice of termination is received only if the
notice is received at least ten days prior to the end of such month. A withdrawal from or modification of
participation in the automatic purchase plan will be effective as of the date selected by the investor in the withdrawal
or modification notice, provided that such date is at least ten days after receipt of such notice.

Offers and sales of shares pursuant to the distribution reinvestment plan and the automatic purchase plan
must be registered in every state in which such offers and sales are made. Generally, such registrations are for a
period of one year. Thus, we may have to stop selling shares pursuant to the distribution reinvestment plan and the
automatic purchase plan in any states in which registration is not renewed annually.

Reports to Participants

Within 60 days after the end of each fiscal quarter, the reinvestment agent will mail to each participant in
our distribution reinvestment plan and automatic purchase plan a statement of account describing, as to such
participant, the distributions and automatic debit funds, as applicable, received during the quarter, the number of
shares purchased during the quarter, the purchase price for such shares, and the total shares purchased on behalf of
the participant pursuant to our distribution reinvestment plan and our automatic purchase plan, as applicable.

Federal Income Tax Considerations

Taxable participants who reinvest distributions pursuant to the distribution reinvestment plan will incur tax
liability for partnership income allocated to them even though they have elected not to receive their distributions in
cash but rather to have their distributions reinvested under the plan. See “Risk Factors — Federal Income Tax
Risks.” Tax information regarding each participant’s participation in such plan will be provided to each participant
at least annually.

Amendment and Termination

We reserve the right to amend any aspect of our distribution reinvestment plan and our automatic purchase
plan with 30 days’ notice to the respective participants. The reinvestment agent also reserves the right to terminate a
participant’s individual participation in either plan, and we reserve the right to terminate either plan in our sole
discretion at any time, by sending ten days’ prior written notice of termination to the terminated participant or, upon
termination of such plan, to all participants.
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THE OPERATING PARTNERSHIP AGREEMENT
General

Behringer Harvard OP I was formed in June 2002 to acquire, own and operate properties on our behalf. It
will be an Umbrella Partnership Real Estate Investment Trust, or UPREIT, which structure is utilized generally to
provide for the acquisition of real property from owners who desire to defer taxable gain that would otherwise be
recognized by them upon the disposition of their property. These owners may also desire to achieve diversity in
their investment and other benefits afforded to owners of stock in a REIT. For purposes of satisfying the asset and
income tests for qualification as a REIT for tax purposes, the REIT’s proportionate share of the assets and income of
an UPREIT, such as Behringer Harvard OP I, will be deemed to be assets and income of the REIT.

A property owner may contribute property to an UPREIT in exchange for limited partnership units on a
tax-free basis. In addition, Behringer Harvard OP I is structured to make distributions with respect to limited
partnership units that will be equivalent to the dividend distributions made to holders of our common stock. Finally,
a limited partner in Behringer Harvard OP I may later exchange his or her limited partnership units in Behringer
Harvard OP I for shares of our common stock in a taxable transaction.

The partnership agreement for Behringer Harvard OP I contains provisions which would allow, under
certain circumstances, other entities, including other Behringer Harvard sponsored programs, to merge into or cause
the exchange or conversion of their interests for interests of Behringer Harvard OP 1. In the event of such a merger,
exchange or conversion, Behringer Harvard OP I would issue additional limited partnership interests which would
be entitled to the same exchange rights as other holders of limited partnership interests of Behringer Harvard OP 1.
As a result, any such merger, exchange or conversion ultimately could result in the issuance of a substantial number
of shares of our common stock, thereby diluting the percentage ownership interest of other stockholders.

We intend to hold substantially all of our assets through Behringer Harvard OP I. We are the sole general
partner of Behringer Harvard OP I and, as of December 31, 2004, we owned an approximately 0.1% equity
percentage interest in Behringer Harvard OP 1. Our subsidiary, BHR Partners, has contributed $170,000 to
Behringer Harvard OP I and is the only limited partner and the owner of the other approximately 99.9% equity
percentage interest in Behringer Harvard OP 1. As the sole general partner of Behringer Harvard OP I, we have the
exclusive power to manage and conduct the business of Behringer Harvard OP 1.

The following is a summary of certain provisions of the partnership agreement of Behringer Harvard OP 1.
This summary is not complete and is qualified by the specific language in the partnership agreement. You should
refer to the partnership agreement, itself, which we have filed as an exhibit to the registration statement, for more
detail.

Capital Contributions

As we accept subscriptions for shares, we will transfer substantially all of the net proceeds of the offering
to Behringer Harvard OP I as a capital contribution; however, we will be deemed to have made capital contributions
in the amount of the gross offering proceeds received from investors. Behringer Harvard OP I will be deemed to
have simultaneously paid the selling commissions and other costs associated with the offering. If Behringer Harvard
OP I requires additional funds at any time in excess of capital contributions made by us and BHR Partners or from
borrowings, we may borrow funds from a financial institution or other lender and lend such funds to Behringer
Harvard OP I on the same terms and conditions as are applicable to our borrowing of such funds. In addition, we
are authorized to cause Behringer Harvard OP I to issue partnership interests for less than fair market value if we
conclude in good faith that such issuance is in the best interests of us and Behringer Harvard OP 1.

Operations

The partnership agreement requires that Behringer Harvard OP I be operated in a manner that will enable
us to (1) satisfy the requirements for being classified as a REIT for tax purposes, (2) avoid any federal income or
excise tax liability, and (3) ensure that Behringer Harvard OP I will not be classified as a “publicly traded
partnership” for purposes of Section 7704 of the Internal Revenue Code, which classification could result in
Behringer Harvard OP I being taxed as a corporation, rather than as a partnership. See “Federal Income Tax
Considerations — Tax Aspects of Our Operating Partnership — Classification as a Partnership.”
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The partnership agreement provides that Behringer Harvard OP I will distribute cash flow from operations
to the limited partners of Behringer Harvard OP I in accordance with their relative percentage interests on at least a
quarterly basis in amounts determined by us, such that a holder of one unit of limited partnership interest in
Behringer Harvard OP I will receive the same amount of annual cash flow distributions from Behringer Harvard
OP I as the amount of annual distributions paid to the holder of one of our shares of common stock. Remaining cash
from operations will be distributed to us as the general partner to enable us to make dividend distributions to our
stockholders.

Similarly, the partnership agreement of Behringer Harvard OP I provides that taxable income is allocated to
the limited partners of Behringer Harvard OP I in accordance with their relative percentage interests such that a
holder of one unit of limited partnership interest in Behringer Harvard OP 1 will be allocated taxable income for
each taxable year in an amount equal to the amount of taxable income to be recognized by a holder of one of our
shares, subject to compliance with the provisions of Sections 704(b) and 704(c) of the Internal Revenue Code and
corresponding Treasury Regulations. Losses, if any, will generally be allocated among the partners in accordance
with their respective percentage interests in Behringer Harvard OP 1.

Upon the liquidation of Behringer Harvard OP 1, after payment of debts and obligations, any remaining
assets of Behringer Harvard OP [ will be distributed to partners with positive capital accounts in accordance with
their respective positive capital account balances. If we or BHR Partners were to have a negative balance in our
capital account following a liquidation, we would be obligated to contribute cash to Behringer Harvard OP I equal to
such negative balance for distribution to other partners, if any, having positive balances in such capital accounts.

In addition to the administrative and operating costs and expenses incurred by Behringer Harvard OP I in
acquiring and operating real properties, Behringer Harvard OP I will pay all of our administrative costs and
expenses, and such expenses will be treated as expenses of Behringer Harvard OP 1. Such expenses will include:

e all expenses relating to the formation and continuity of our existence;
e all expenses relating to the public offering and registration of securities by us;

o all expenses associated with the preparation and filing of any periodic reports by us under federal, state
or local laws or regulations;

e all expenses associated with compliance by us with applicable laws, rules and regulations;

e all costs and expenses relating to any issuance or redemption of partnership interests or shares of our
common stock; and

e all our other operating or administrative costs incurred in the ordinary course of our business on behalf
of Behringer Harvard OP 1.

All claims between the partners of Behringer Harvard OP [ arising out of the partnership agreement are
subject to binding arbitration.

Exchange Rights

The limited partners of Behringer Harvard OP I, including BHR Partners, have the right to cause their
limited partnership units to be redeemed by Behringer Harvard OP I or purchased by us for cash. In either event, the
cash amount to be paid will be equal to the cash value of the number of our shares that would be issuable if the
limited partnership units were exchanged for our shares on a one-for-one basis. Alternatively, we may elect to
purchase the limited partnership units by issuing one share of our common stock for each limited partnership unit
exchanged. As of December 31, 2004, there are 170,000 limited partnership units outstanding. These exchange
rights may not be exercised, however, if and to the extent that the delivery of shares upon exercise would (1) result
in any person owning shares in excess of our ownership limits, (2) result in shares being owned by fewer than 100
persons, (3) cause us to be “closely held” within the meaning of Section 856(h) of the Internal Revenue Code,

(4) cause us to own 10% or more of the ownership interests in a tenant within the meaning of Section 856(d)(2)(B)
of the Internal Revenue Code, or (5) cause the acquisition of shares by a redeemed limited partner to be “integrated”
with any other distribution of our shares for purposes of complying with the Securities Act.

Subject to the foregoing, limited partners of Behringer Harvard OP I may exercise their exchange rights at
any time after one year following the date of issuance of their limited partnership units. However, a limited partner
may not deliver more than two exchange notices each calendar year and may not exercise an exchange right for less

147



than 1,000 limited partnership units, unless such limited partner holds less than 1,000 units, in which case, he must
exercise his exchange right for all of his units. We do not expect to issue any of the shares of common stock offered
hereby to limited partners of Behringer Harvard OP I in exchange for their limited partnership units. Rather, in the
event a limited partner of Behringer Harvard OP I exercises its exchange rights, and we elect to purchase the limited
partnership units with shares of our common stock, we expect to issue unregistered shares of common stock, or
subsequently registered shares of common stock, in connection with such transaction.

Transferability of Interests

We may not (1) voluntarily withdraw as the general partner of Behringer Harvard OP 1, (2) engage in any
merger, consolidation or other business combination, or (3) transfer our general partnership interest in Behringer
Harvard OP I (except to a wholly owned subsidiary), unless the transaction in which such withdrawal, business
combination or transfer occurs results in the limited partners receiving or having the right to receive an amount of
cash, securities or other property equal in value to the amount they would have received if they had exercised their
exchange rights immediately prior to such transaction or unless, in the case of a merger or other business
combination, the successor entity contributes substantially all of its assets to Behringer Harvard OP I in return for an
interest in Behringer Harvard OP I and agrees to assume all obligations of the general partner of Behringer Harvard
OP I. We may also enter into a business combination or transfer our general partnership interest upon the receipt of
the consent of a majority-in-interest of the limited partners of Behringer Harvard OP I, other than BHR Partners and
other affiliates of Robert M. Behringer. With certain exceptions, a limited partner may not transfer its interests in
Behringer Harvard OP I, in whole or in part, without our written consent as general partner. In addition,

BHR Partners may not transfer its interest in Behringer Harvard OP I as long as Behringer Advisors is acting as our
advisor, except pursuant to the exercise of its right to exchange limited partnership units for shares of our common
stock, in which case similar restrictions on transfer will apply to the REIT shares received by BHR Partners.
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PLAN OF DISTRIBUTION
The Offering

We are offering a maximum of 80,000,000 shares to the public through Behringer Securities, our dealer
manager, a registered broker-dealer affiliated with our advisor. The shares are being offered at a price of $10.00 per
share on a “best efforts” basis, which means generally that the dealer manager will be required to use only its best
efforts to sell the shares and it has no firm commitment or obligation to purchase any of the shares. We are also
offering 16,000,000 shares for sale pursuant to our distribution reinvestment plan at a maximum price of $9.50 per
share. Therefore, a total of 96,000,000 shares are being registered in this offering. The offering of shares of our
common stock will terminate on or before February 11, 2007, provided, however, that in the event there are any
unsold shares at the end of such period, we may elect to extend the offering period until such time as all of the
shares offered hereby are sold. However, we reserve the right to terminate this offering at any time prior to such
termination date or the end of any extension to such offering period. At the discretion of our board of directors, we
may elect to extend the termination date of our offering of shares reserved for issuance pursuant to our distribution
reinvestment plan up to February 11, 2013, in which case participants in the plan will be notified. This offering
must be registered in every state in which we offer or sell shares. Generally, such registrations are for a period of
one year. Thus, we may have to stop selling shares in any state in which the registration is not renewed annually.

Behringer Securities

Behringer Securities was organized in December 2001 for the purpose of participating in and facilitating
the distribution of securities of Behringer Harvard sponsored programs, including the securities being offered in this
offering. Behringer Securities has acted as dealer manager for our prior public offering and for prior public
offerings by Behringer Harvard Mid-Term Fund I and Behringer Harvard Short-Term Fund I, and is acting as dealer
manager for the proposed public offering of Behringer Harvard Opportunity REIT 1. For additional information
about Behringer Securities, including information relating to Behringer Securities’ affiliation with us, please refer to
the section of this prospectus captioned “Management — Affiliated Companies — Dealer Manager.”

Compensation We Will Pay for the Sale of Our Shares

Except as provided below, our dealer manager will receive selling commissions of 7% of the gross offering
proceeds (1% for sales under our distribution reinvestment plan). The dealer manager will also receive a dealer
manager fee in the amount of 2% of the gross offering proceeds (no dealer manager fee will be paid with respect to
sales under our distribution reinvestment plan) as compensation for acting as the dealer manager and for
reimbursement of expenses incurred in connection with marketing our shares, including bona fide due diligence
expenses. We will not pay referral or similar fees to any accountants, attorneys or other persons in connection with
the distribution of the shares. Stockholders participating in the distribution reinvestment plan may designate the
amount of the selling commission, up to 1%, and to whom it will be paid. To the extent that all or a portion of the
1% selling commission is not designated for payment to a stockholder’s broker, the selling commission, or balance
thereof, will be retained and used by us for additional investments. See “Summary of Distribution Reinvestment and
Automatic Purchase Plans — Investment of Distributions.”

Price Selling Dealer Net Proceeds
to Public Commissions Manager Fee (Before Expenses)
Primary Offering
Per Share.........ccccceiininiiiccce e $ 10.00 $ 0.70 $ 0.20 $ 9.10
Total Maximum.......c.coeveeieceeiereieinineneeceeieseneee s $ 800,000,000 $ 56,000,000 $ 16,000,000 $ 728,000,000
Distribution Reinvestment Plan
Per Share........ccccceiiiiiiiiccce e $ 9.50 $ 0.095 $ — $ 9.405
Total Maximum.......c.coevereeeceeeeieueinirniececeieienenee s $ 152,000,000 $ 1,520,000 $ — $ 150,480,000

We will not pay any selling commissions in connection with the following special sales: (i) the sale of the
shares to one or more select dealers and their respective officers and employees and some of their respective
affiliates who so request; and (ii) the sale of the shares to investors whose contracts for investment advisory and
related brokerage services include a fixed or “wrap” fee feature.

Our dealer manager may authorize certain other broker-dealers or authorized representatives who are
members of the NASD, which we refer to as participating broker-dealers, to sell shares of our common stock. In the
event of the sale of shares by such participating broker-dealers, the dealer manager may reallow its commissions in
the amount of up to 7% of the gross offering proceeds to such participating broker-dealers. In addition, the dealer
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manager may reallow to participating broker-dealers a portion of its dealer manager fee not to exceed 1.5% of the
gross offering proceeds. The amount of the reallowance and reimbursement will be commensurate with the
participating broker-dealer’s level of marketing support, level of due diligence review and, when allowed, success of
its sales efforts, each as compared to those of the other participating broker-dealers. The dealer manager will not
reallow any dealer manager fees for sales made under our distribution reinvestment plan.

We or our affiliates may also provide non-cash incentives for registered representatives of our dealer
manager and participating broker-dealers that in no event will exceed the limits set forth in Rule 2710(i)(2) of the
NASD Manual. Pursuant to such rule, non-cash incentives may include: a de-minimus amount of gifts (currently
$100 per person, per year); an occasional meal or ticket to a sporting or entertainment event; and payment or
reimbursement of costs of attending training or educational meetings; provided, that all such incentives will not be
preconditioned on achievement of sales targets. The value of any such non-cash incentive items will be considered
underwriting compensation in connection with this offering.

Under the rules of the NASD, total underwriting compensation, including selling commissions, the dealer
manager fee, wholesaling compensation, expenses relating to sales services, bona fide due diligence expenses, and
any non-cash sales incentives, will not exceed 10% of our gross offering proceeds.

Investors may agree with their participating brokers to reduce the amount of selling commissions payable
with respect to the sale of their shares down to zero (1) if the investor has engaged the services of a registered
investment advisor or other financial advisor who will be paid compensation for investment advisory services or
other financial or investment advice, or (2) if the investor is investing in a bank trust account with respect to which
the investor has delegated the decision-making authority for investments made in the account to a bank trust
department. The net proceeds to us will not be affected by reducing the commissions payable in connection with
such transactions. All such sales must be made through registered broker-dealers or authorized representatives.
Neither our dealer manager nor its affiliates will directly or indirectly compensate any person engaged as an
investment advisor or a bank trust department by a potential investor as an inducement for such investment advisor
or a bank trust department to advise favorably for an investment in our common stock.

We have agreed to indemnify the participating broker-dealers, including our dealer manager and selected
registered investment advisors, against certain liabilities arising under the Securities Act. However, the Securities
and Exchange Commission takes the position that indemnification against liabilities arising under the Securities Act
is against public policy and is unenforceable.

The participating broker-dealers are not obligated to obtain any subscriptions on our behalf, and we cannot
assure you that any shares will be sold.

Shares Purchased by Affiliates

Our executive officers and directors, as well as officers and employees of Behringer Advisors and their
family members (including spouses, parents, grandparents, children and siblings) or other affiliates, may purchase
shares offered in this offering at a discount. The purchase price for such shares shall be $9.10 per share, reflecting
the fact that selling commissions in the amount of $0.70 per share and dealer manager fees in the amount of
$0.20 per share will not be payable in connection with such sales. The net offering proceeds we receive will not be
affected by such sales of shares at a discount. Behringer Advisors and its affiliates will be expected to hold their
shares purchased as stockholders for investment and not with a view towards distribution. In addition, shares
purchased by Behringer Advisors or its affiliates will not be entitled to vote on any matter presented to the
stockholders for a vote.

Subscription Process

We will sell shares of our common stock when subscriptions to purchase shares are received and accepted
by us. If you meet our suitability standards, you may subscribe for shares by completing and signing a subscription
agreement, like the one contained in this prospectus as Exhibit B, according to its instructions for a specific number
of shares and delivering to Behringer Securities (at the addresses set forth below under “How to Subscribe”) a check
for the full purchase price of the shares, payable to “Behringer Harvard REIT I, Inc.” You should exercise care to
ensure that the subscription agreement is filled out correctly and completely. By executing the subscription
agreement, you will attest that you:

e have received this prospectus;
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e agree to be bound by the terms of our charter;
e meet the suitability standards described in this prospectus;

e understand that, if you are a California resident or ever propose to transfer your shares to a California
resident, the State of California imposes transfer restrictions on our shares in addition to the restrictions
included in our charter;

o affirm that, if you are an California, Kansas, Ohio or Pennsylvania resident, your investment does not
exceed 10% of your liquid net worth;

e  are purchasing the shares for your own account;
e acknowledge that there is no public market for our shares; and

e are in compliance with the Uniting and Strengthening America by Providing Appropriate Tools
Required to Intercept and Obstruct Terrorism Act of 2001 and are not on any governmental authority
watch list.

We include these representations in our subscription agreement in order to prevent persons who do not
meet our suitability standards or other investment qualifications from subscribing to our shares. See also the section
of this prospectus captioned “How to Subscribe.”

Subscriptions will be effective only upon our acceptance and our countersigning of the subscription
agreement, and we reserve the right to reject any subscription in whole or in part, notwithstanding our deposit of the
subscription funds in a company account. We may not accept a subscription for shares until at least five business
days after the date you receive this prospectus.

Until the acceptance or rejection of any subscription, we will hold the subscription funds in a company
account. We will accept or reject subscriptions at least monthly, but may accept or reject subscriptions on a more
frequent basis. As a result, we intend to accept or reject each subscription no later than 30 days after it is received.
If your subscription agreement is rejected, your funds, plus interest if such funds have been held for more than 35
days, will be returned to you within ten business days after the date of such rejection. If your subscription is
accepted, we will send you a confirmation of your purchase after you have been admitted as an investor.

Admission of Stockholders

Subscribers may be admitted as stockholders at any time. We expect to admit stockholders to Behringer
Harvard REIT I on a monthly, or more frequent, basis.

The proceeds of this offering will be received and held in trust for the benefit of purchasers of shares to be
used only for the purposes set forth in the “Estimated Use of Proceeds” section of this prospectus.

Investments by IRAs and Qualified Plans

Sterling Trust Company has agreed to act as an IRA custodian for purchasers of our common stock who
desire to establish an IRA, SEP or certain other tax-deferred accounts or transfer or rollover existing accounts. We
will pay the fees related to the establishment of investor accounts with Sterling Trust Company, and we will also pay
the fees related to the maintenance of any such account for the first year following its establishment. Thereafter,
Sterling Trust Company has agreed to provide this service to our stockholders with annual maintenance fees charged
at a discounted rate. Sterling Trust Company is a wholly owned subsidiary of Matrix Bancorp, Inc., a publicly
traded financial services holding company based in Denver, Colorado. Further information as to custodial services
is available through your broker or may be requested from us or downloaded from our web site.

We may sell shares to retirement plans of broker-dealers participating in the offering, to broker-dealers in
their individual capacities, to IRAs and qualified plans of their registered representatives or to any one of their
registered representatives in their individual capacities without commission, resulting in a purchase price of 93% of
the public offering price in consideration for the services rendered by such broker-dealers and registered
representatives to us in this offering. The net proceeds to us from such sales will be identical to net proceeds we
receive from other sales of shares.
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Volume Discounts

In connection with sales of certain minimum numbers of shares to a “purchaser,” as defined below, the
purchaser will receive a volume discount resulting in a reduction in selling commissions payable with respect to
such sale. In such event, any such reduction will be credited to the investor by reducing the purchase price per share
payable by the investor. The following table illustrates the various discount levels available for qualifying
purchases:

Commissions on Sales per Incremental
Share in Volume Discount Range

Number of Purchase Price per Incremental Percentage
Shares Purchased Share in Volume Discount Range (based on $10.00 per Amount
share)
1 to 50,000 $10.00 7% $0.70
50,001 to 100,000 $9.80 5% $0.50
100,001 and over $9.60 3% $0.30

For example, if an investor purchases 600,000 shares he or she would pay (1) $500,000 for the first 50,000
shares ($10.00 per share), (2) $490,000 for the next 50,000 shares ($9.80 per share), and (3) $4,800,000 for the
remaining 500,000 shares ($9.60 per share). Accordingly, he or she could pay as little as $5,790,000 (approximately
$9.65 per share) rather than $6,000,000 for the shares, in which event the commission on the sale of such shares
would be $203,500 (approximately $0.34 per share) and, after payment of the dealer manager fee of $120,000
($0.20 per share), we would receive net proceeds of $5,466,500 ($9.11 per share). Therefore, the net proceeds to us
will not be affected by volume discounts.

In order to encourage purchases of 1,000,000 or more shares, a potential purchaser who proposes to
purchase at least 1,000,000 shares may agree with Behringer Advisors and Behringer Securities to have the dealer
manager fee with respect to the sale of such shares reduced to as little as 1%, and, with the agreement of the
participating broker, to have the selling commission payable with respect to the sale of such shares reduced to as
little as 0.5%, in which event the aggregate fees payable with respect to the sale of such shares would be reduced by
$0.80 per share, and the purchaser of such shares would be required to pay a total of $9.20 per share purchased,
rather than $10.00 per share. In addition, our sponsor may agree to reimburse a purchaser of 1,000,000 or more
shares for its out-of-pocket costs relating to an investment in our shares, including any sales commission or dealer
manager fee paid by such investor. Other accommodations may be agreed to by our sponsor in connection with a
purchase of 1,000,000 or more shares. The net proceeds to us would not be affected by such fee reductions,
reimbursements or accommodations. All such sales must be made through registered broker-dealers.

Because all investors will be deemed to have contributed the same amount per share to us for purposes of
declaring and paying distributions, investors qualifying for a volume discount will receive a higher return on their
investment than investors who do not qualify for such discount.

Regardless of any reduction in any commissions (or organization and offering fees in respect of sales of
over 1,000,000 shares), for any reason, any other fees based upon gross proceeds of the offering, including
organization and offering fees payable to Behringer Advisors, will be calculated as though the purchaser paid $10.00
per share.

Investors may request in writing to aggregate subscriptions, including subscriptions to other public real
estate programs also sponsored by our advisor or its affiliates, as part of a combined order for purposes of
determining the number of shares purchased, provided that any aggregate group of subscriptions must be submitted
simultaneously from the same broker-dealer, including our dealer manager.

Subscriptions may be combined for the purpose of determining the volume discounts in the case of
subscriptions made by any “purchaser,” as that term is defined below, provided all such shares are purchased
through the same broker-dealer. The volume discount shall be prorated among the separate subscribers considered
to be a single “purchaser.” Any request to combine more than one subscription must be made in writing, submitted
simultaneously with the subscription for shares, and must set forth the basis for such request. Any such request will
be subject to verification by our advisor that all of such subscriptions were made by a single “purchaser.”
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For the purposes of such volume discounts, the term “purchaser” includes:

e anindividual, his or her spouse and their children under the age of 21 who purchase the shares for his,
her or their own accounts;

e acorporation, partnership, association, joint-stock company, trust fund or any organized group of
persons, whether incorporated or not;

e an employees’ trust, pension, profit-sharing or other employee benefit plan qualified under
Section 401(a) of the Internal Revenue Code; and

e all commingled trust funds maintained by a given bank.

Notwithstanding the above, in connection with volume sales made to investors in our common stock,
investors may request in writing to aggregate subscriptions, including subscriptions to public real estate programs
previously sponsored by our advisor or its affiliates, as part of a combined order for purposes of determining the
number of shares purchased, provided that any aggregate group of subscriptions must be received from the same
broker-dealer, including our dealer manager. Any such reduction in selling commission will be prorated among the
separate subscribers. An investor may reduce the amount of his or her purchase price to the net amount shown in
the foregoing table, if applicable. If such investor does not reduce the purchase price, the excess amount submitted
over the discounted purchase price shall be returned to the actual separate subscribers for shares. As set forth above,
all requests to aggregate subscriptions must be made in writing, and except as provided in this paragraph, separate
subscriptions will not be cumulated, combined or aggregated.

California residents should be aware that volume discounts will not be available in connection with the sale
of shares made to California residents to the extent such discounts do not comply with the provisions of
Rule 260.140.51 adopted pursuant to the California Corporate Securities Law of 1968. Pursuant to this Rule,
volume discounts can be made available to California residents only in accordance with the following conditions:

e there can be no variance in the net proceeds to us from the sale of the shares to different purchasers of
the same offering;

e all purchasers of the shares must be informed of the availability of quantity discounts;
e the same volume discounts must be allowed to all purchasers of shares which are part of the offering;
e the minimum amount of shares as to which volume discounts are allowed cannot be less than $10,000;

e the variance in the price of the shares must result solely from a different range of commissions, and all
discounts allowed must be based on a uniform scale of commissions; and

e o discounts are allowed to any group of purchasers.

Accordingly, volume discounts for California residents will be available in accordance with the foregoing
table of uniform discount levels based on dollar volume of shares purchased, but no discounts are allowed to any
group of purchasers, and no subscriptions may be aggregated as part of a combined order for purposes of
determining the number of shares purchased.
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HOW TO SUBSCRIBE

Investors who meet the applicable suitability standards and minimum purchase requirements described in
the “Suitability Standards” section of this prospectus may purchase shares of common stock. If you want to
purchase shares, you must proceed as follows:

(1) Read the entire prospectus and the current supplement(s), if any, accompanying this prospectus.

(2) Complete the execution copy of the subscription agreement. A specimen copy of the subscription
agreement, including instructions for completing it, is included in this prospectus as Exhibit B.

(3) Deliver a check to Behringer Securities for the full purchase price of the shares being subscribed for,
payable to “Behringer Harvard REIT I, Inc.” along with the completed subscription agreement. For
custodial accounts (such as are commonly used for individual retirement accounts) send the
completed subscription agreement and check to your custodian who will forward them as instructed
below. For non-custodial accounts, send the completed subscription agreement and check to:

If by Mail:

Behringer Harvard Investment Services
c/o: The Bank of New York
As Agent for Behringer Harvard REIT I, Inc.
P.O. Box 1148
Newark, New Jersey 07101-1148

If by Hand Delivery or Commercial Overnight:

Behringer Harvard Investment Services
c/o: The Bank of New York
As Agent for Behringer Harvard REIT I, Inc.
101 Barclay Street, Level A
Stock Transfer Imaging Operations
New York, New York 10286
Teleph