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Washington, D.C. 20549
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(Exact name of registrant as specified in its charter)
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Lincolnshire, Illinois 60069
(847) 478-0500
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Amy E. Culbert, Esq.

Oppenheimer Wolff & Donnelly LLP
45 South Seventh Street, Suite 3300

Minneapolis, Minnesota 55402
(612) 607-7287

Approximate date of commencement of proposed sale to the public:
From time to time after this registration statement becomes effective.

If the only securities being registered on this Form are being offered pursuant to dividend or interest reinvestment
plans, please check the following box: o
If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, other than securities offered only in connection with dividend or
reinvestment plans, check the following box: þ
If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
please check the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering. o
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If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering. o
If this Form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that
shall become effective upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the
following box. o
If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.D. filed to
register additional securities or additional classes or securities pursuant to Rule 413(b) under the Securities Act, check
the following box. o

CALCULATION OF REGISTRATION FEE

Title of each class of
Amount to

be
Proposed
maximum

Proposed
maximum
aggregate Amount of

securities to be registered
registered

(1)
offering price
per unit (2) offering price (2)

registration
fee

Common Stock, par value $0.0001 per
share 3,818,749 $ 6.61 $ 25,241.930 $ 774.93

(1) The amount to
be registered
hereunder
consists of an
aggregate of
3,818,749
shares of
common stock
to be sold by the
selling
stockholders
named in this
registration
statement. Of
the shares of
common stock,
3,054,999
shares are
currently
outstanding and
763,750 shares
are issuable
upon the
exercise of
warrants. In
addition,
pursuant to
Rule 416 under
the Securities
Act of 1933,
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this registration
statement
includes an
indeterminate
number of
additional
shares that may
be offered and
sold to prevent
dilution
resulting from
stock splits,
stock dividends
or similar
transactions.

(2) Estimated solely
for the purpose
of calculating
the amount of
the registration
fee pursuant to
Rule 457(c)
under the
Securities Act
of 1933, based
upon the
average of the
high and low
sale prices of
the registrant�s
common stock
on July 13,
2007, as
reported by the
American Stock
Exchange.

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay
its effective date until the registrant shall file a further amendment which specifically states that this
registration statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until the registration statement shall become effective on such date as the Commission, acting pursuant
to Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until
the Securities and Exchange Commission declares our registration statement effective. This prospectus is not
an offer to sell these securities and is not soliciting an offer to buy these securities in any state where the offer
or sale is not permitted.

Subject to Completion, dated July 17, 2007
PRELIMINARY PROSPECTUS

3,818,749 Shares
Common Stock

Selling stockholders of BioSante Pharmaceuticals, Inc. are offering an aggregate of 3,818,749 shares of common
stock. These shares may be offered from time to time by the selling stockholders through public or private
transactions, on or off the American Stock Exchange, at prevailing market prices or at privately negotiated prices.
BioSante will not receive any proceeds from the sale of shares offered by the selling stockholders, but we will incur
expenses in connection with the offering.
The shares of common stock offered will be sold as described under the heading �Plan of Distribution,� beginning on
page 24.
Our common stock is listed on the American Stock Exchange under the symbol �BPA.� On July 16, 2007, the last sale
price of our common stock on the American Stock Exchange was $6.62 per share.

The common stock offered involves a high degree of risk. We refer you to �Risk Factors,� beginning on page 6.

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

The date of this prospectus is           , 2007
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In this prospectus, references to �BioSante,� the �company,� �we,� �our� or �us,� unless the context otherwise
requires, refer to BioSante Pharmaceuticals, Inc.
We own or have the rights to use various trademarks, trade names or service marks, including BioSante®, Elestrin�,
Bio-E-Gel®, Bio-E/P-Gel�, LibiGel®, LibiGel-E/T�, Bio-T-Gel�, BioVant�, NanoVant�, CAP-Oral� and BioAir�.

You should rely only on the information contained in this prospectus. We have not authorized any other person to
provide you with different information. This prospectus may only be used where it is legal to sell these securities. The
information in this prospectus is accurate as of the date on the front cover. You should not assume that the information
contained in this prospectus is accurate as of any other date.

This prospectus does not constitute an offer to sell, or a solicitation of an offer to purchase, the securities offered by
this prospectus or the solicitation of a proxy, in any jurisdiction to or from any person to whom or from whom it is
unlawful to make an offer, solicitation of an offer or proxy solicitation in that jurisdiction.
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WHERE YOU CAN FIND MORE INFORMATION
We have filed a registration statement on Form S-3 with the SEC for the common stock offered by the selling
stockholders under this prospectus. This prospectus does not include all of the information contained in the
registration statement. You should refer to the registration statement and its exhibits for additional information that is
not contained in this prospectus. Whenever we make reference in this prospectus to any of our contracts, agreements
or other documents, you should refer to the exhibits attached to the registration statement for copies of the actual
contract, agreement or other document.
We file reports, proxy statements and other information with the Securities and Exchange Commission. Copies of our
reports, proxy statements and other information may be inspected and copied at the following public reference facility
maintained by the SEC:
100 F Street, N.E.
Washington, D.C. 20549
Copies of these materials also can be obtained by mail at prescribed rates from the Public Reference Section of the
SEC, 100 F Street, N.E., Washington, D.C. 20549 or by calling the SEC at 1-800-SEC-0330. The SEC maintains a
web site that contains reports, proxy statements and other information regarding us. The address of the SEC web site
is http://www.sec.gov.
Our common stock is listed on the American Stock Exchange. Reports and other information concerning BioSante
may also be inspected at the offices of the American Stock Exchange, 86 Trinity Place, Seventh Floor, New York, NY
10006 or on the American Stock Exchange website at http://www.amex.com.
We also file annual audited and interim unaudited financial statements, proxy statements and other information with
the Ontario, Alberta and British Columbia Securities Commissions. Copies of these documents that are filed through
the System for Electronic Document Analysis and Retrieval �SEDAR� of the Canadian Securities Administrators are
available at its web site http://www.sedar.com.
In addition, we maintain a web site that contains information regarding our company, including copies of reports,
proxy statements and other information we file with the SEC. The address of our web site is
www.biosantepharma.com. Our web site, and the information contained on that site, or connected to that site, are not
intended to be part of this prospectus.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE
The SEC allows us to �incorporate by reference� into this prospectus the information contained in the documents we file
with the SEC, which means that we can disclose important information to you by referring you to those documents.
The information incorporated by reference is considered to be part of this prospectus, and later information that we
file with the SEC will update and supersede this information. We are incorporating by reference the following
documents into this prospectus:

� our Annual Report on Form 10-K for the year ended December 31, 2006;

� our Quarterly Report on Form 10-Q for the quarter ended March 31, 2007;

� our Current Reports on Form 8-K filed on January 19, 2007, March 7, 2007, April 26, 2007 and May 25, 2007;
and
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� the description of our common stock contained in our registration statement on Form 8-A and any
amendments or reports filed for the purpose of updating such description.

We are also incorporating by reference any future filings we make with the SEC under Sections 13(a), 13(c), 14, or
15(d) of the Securities Exchange Act of 1934 after the date of this prospectus and prior to the termination of the
offering of the securities to which this prospectus relates. In no event, however, will any of the information that we
�furnish� to the SEC in any Current Report on Form 8-K or any other report or filing be incorporated by reference into,
or otherwise included in, this prospectus.
You may request of copy of these filings, at no cost, by writing to Phillip B. Donenberg, Chief Financial Officer,
Treasurer and Secretary, BioSante Pharmaceuticals, Inc., 111 Barclay Boulevard, Lincolnshire, Illinois 60069, by
telephone at (847) 478-0500 ext. 101 or by email at donenber@biosantepharma.com.

2
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CAUTIONARY STATEMENT CONCERNING
FORWARD-LOOKING STATEMENTS

This prospectus and any prospectus supplement, including the documents that we incorporate by reference, contains
forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and
Section 21E of the Securities Exchange Act of 1934, as amended, and are subject to the safe harbor created by those
sections. All statements other than statements of historical facts included in or incorporated by reference into this
prospectus that address activities, events or developments that we expect, believe or anticipate will or may occur in
the future are forward-looking statements including, in particular, the statements about our plans, objectives, strategies
and prospects regarding, among other things, our financial condition, results of operations and business. We have
identified some of these forward-looking statements with words like �believe,� �may,� �could,� �might,� �possible,� �potential,�
�project,� �will,� �should,� �expect,� �intend,� �plan,� �predict,� �anticipate,� �estimate,� �approximate,� �contemplate� or �continue� and other
words and terms of similar meaning. Our forward-looking statements generally relate to:

� the timing of the commencement and completion of our clinical trials and other regulatory status of our
proposed products;

� our spending capital on research and development programs, pre-clinical studies and clinical trials, regulatory
processes, establishment of marketing capabilities and licensure or acquisition of new products;

� whether and how long our existing cash will be sufficient to fund our operations;

� our need and ability to raise additional capital through future equity and other financings; and

� our substantial and continuing losses.
Forward-looking statements involve risks and uncertainties. These uncertainties include factors that affect all
businesses as well as matters specific to us. Some of the factors known to us that could cause our actual results to
differ materially from what we have anticipated in our forward-looking statements are described under the heading
�Risk Factors� included elsewhere in this prospectus.
We wish to caution readers not to place undue reliance on any forward-looking statement that speaks only as of the
date made and to recognize that forward-looking statements are predictions of future results, which may not occur as
anticipated. Actual results could differ materially from those anticipated in the forward-looking statements and from
historical results, due to the risks and uncertainties described under the heading �Risk Factors� included elsewhere in
this prospectus, as well as others that we may consider immaterial or do not anticipate at this time. Although we
believe that the expectations reflected in our forward-looking statements are reasonable, we do not know whether our
expectations will prove correct. Our expectations reflected in our forward-looking statements can be affected by
inaccurate assumptions we might make or by known or unknown risks and uncertainties, including those described
below under the heading �Risk Factors� included elsewhere in this prospectus. The risks and uncertainties described
under the heading �Risk Factors� included elsewhere in this prospectus are not exclusive and further information
concerning us and our business, including factors that potentially could materially affect our financial results or
condition, may emerge from time to time. We assume no obligation to update forward-looking statements to reflect
actual results or changes in factors or assumptions affecting such forward-looking statements, except if we otherwise
are required by law. We advise you, however, to consult any further disclosures we make on related subjects in our
annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K we file with or furnish
to the Securities and Exchange Commission.

3
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SUMMARY
Our Company
We are a biopharmaceutical company that licenses and develops hormone therapy products to treat men and women.
We also are engaged in the development of our proprietary calcium phosphate nanotechnology, or CaP, primarily for
vaccine adjuvants or immune system boosters and drug delivery systems.
Our hormone therapy products address a variety of hormone therapies for symptoms that affect both men and women,
with an emphasis on women. Symptoms addressed by these hormone therapies in women include hot flashes and
decreased sexual desire and sexual activity. The products are gel formulations of testosterone, estradiol, a combination
of estradiol and testosterone, a combination of estradiol and progestogen and a combination of three hormones.
The gels are designed to be quickly absorbed through the skin after application on the upper arm for the women�s
products, delivering the hormone to the bloodstream evenly and in a non-invasive, painless manner. The gels are
formulated to be applied once per day, to be absorbed into the skin without a trace of residue and to dry within one to
two minutes.
Our hormone therapy gel products include:

� Elestrin (formerly known as Bio-E-Gel) � once daily transdermal bioidentical estradiol gel FDA-approved for
the treatment of vasomotor symptoms in menopausal women.

� LibiGel � once daily transdermal bioidentical testosterone gel in Phase III development for treatment of female
sexual dysfunction (FSD).

� Bio-T-Gel � once daily transdermal bioidentical testosterone gel for treatment of hypogonadism, or testosterone
deficiency, in men.

� Triple Hormone Contraceptive � the use of an androgen, such as LibiGel, in women using hormonal
contraceptives.

In order to market our hormone therapy products in the United States, we are required to obtain approval of a new
drug application (NDA) or an abbreviated NDA (ANDA) for each such product from the United States Food and Drug
Administration (FDA). We submitted an NDA for Elestrin in February 2006 and received approval of the NDA from
the FDA for Elestrin in December 2006. The Elestrin FDA approval is a non-conditional and full approval with no
additional commitments. In addition, we received three years of marketing exclusivity for Elestrin. In
November 2006, we entered into an exclusive agreement with Bradley Pharmaceuticals, Inc. for the marketing of
Elestrin in the United States, which marketing began in mid-June 2007. Prior to submitting an NDA or ANDA for our
other hormone therapy products, the products must undergo additional human clinical trials. Our proposed LibiGel
product has successfully completed a Phase II clinical trial, and we began the first of two Phase III clinical trials in
December 2006. We believe based on FDA guidance to us that two Phase III safety and efficacy trials and one year of
LibiGel exposure in a separate safety trial with a four year follow-up post-NDA filing and FDA approval are the
essential requirements for submission and, if successful, approval by the FDA of an NDA for LibiGel.
Our CaP technology is based on the use of extremely small, solid, uniform particles, which we call �nanoparticles.� We
are pursuing the development of three potential initial applications for our CaP
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technology. First, we are pursuing the creation of improved versions of current vaccines and of new vaccines by the
�adjuvant� activity of our proprietary nanoparticles that enhance the ability of a vaccine to stimulate an immune
response. The same nanoparticles allow for delivery of the vaccine via alternative routes of administration including
non-injectable routes of administration. Second, we are pursuing the creation of oral, buccal, intranasal, inhaled and
longer acting delivery of drugs that currently must be given by injection (e.g., insulin). Third, our CaP technology is
being tested in the area of aesthetic medicine.
The following is a list of our CaP products in development:

� BioVant � proprietary CaP adjuvant and delivery technology in development for improved versions of current
vaccines and new vaccines against viral and bacterial infections and autoimmune diseases, among others,
including hepatitis B, avian flu and biodefense vaccines for toxins such as anthrax. BioVant also serves as a
delivery system for non-injected delivery of vaccines.

� BioOral � a delivery system using CaP technology for oral/buccal/intranasal administration of proteins and other
therapies that currently must be injected.

� BioAir � a delivery system using CaP technology for inhalable versions of proteins and other therapies that
currently must be injected.

� BioCap � using CaP technology in the field of aesthetic medicine.
Our company, which was initially formed as a corporation organized under the laws of the Province of Ontario on
August 29, 1996, was continued as a corporation under the laws of the State of Wyoming on December 19, 1996 and
was reincorporated under the laws of the State of Delaware on June 26, 2001.
Our principal executive offices are located at 111 Barclay Boulevard, Lincolnshire, Illinois 60069. Our telephone
number is (847) 478-0500 and our Internet web site address is www.biosantepharma.com. The information contained
on our web site or connection to our web site is not incorporated by reference into and should not be considered part
of this prospectus.
The Offering

Common stock offered by selling stockholders 3,818,749 shares, including 763,750 shares issuable upon
exercise of warrants owned by the selling stockholders.

Use of proceeds. BioSante will not receive any of the proceeds from the sale
of the shares offered hereby. See �Use of Proceeds.�

American Stock Exchange symbol. BPA
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RISK FACTORS
This offering involves a high degree of risk. You should carefully consider the risks and uncertainties described below
in addition to the other information contained in this prospectus, or incorporated into this prospectus by reference,
including the section entitled �Cautionary Statement Concerning Forward-Looking Statements,� before deciding
whether to invest in shares of our common stock. If any of the following risks actually occur, our business, financial
condition or operating results could be harmed. In that case, the trading price of our common stock could decline,
and you may lose part or all of your investment. The risks and uncertainties described below are not the only ones
facing BioSante. Additional risks and uncertainties not currently known to us or that we currently deem immaterial
may also impair our business operations and adversely affect the market price of our common stock.
Although we were profitable for the fiscal year ended December 31, 2006, we have a history of operating losses,
expect continuing losses and may never again achieve profitability.
Although we recognized net income of $2,791,273 for the year ended December 31, 2006, we have incurred losses in
each other year since our amalgamation in 1996 and may incur substantial and continuing losses for the foreseeable
future. We incurred a net loss of $1,817,018 for the three month period ended March 31, 2007 and as of March 31,
2007, our accumulated deficit was $48,714,065.
All of our revenue to date has been derived from upfront and milestone payments earned on licensing and
sub-licensing transactions and revenue earned from subcontracts. We have not commercially introduced any products.
Although our new marketing partner, Bradley Pharmaceuticals, Inc., commercially launched Elestrin in
mid-June 2007 for which we will be entitled to receive royalties on the net sales, we expect to incur substantial and
continuing losses for the foreseeable future as our own product development programs expand and various preclinical
and clinical trials commence or continue, including in particular our Phase III clinical trial program for our LibiGel
product which commenced in December 2006. The amount of these losses may vary significantly from year-to-year
and quarter-to-quarter and will depend on, among other factors:

� the timing and cost of product development;

� the progress and cost of preclinical and clinical development programs;

� the timing and cost of obtaining necessary regulatory approvals;

� the commercial success and net sales of Elestrin, on which we will receive royalties; and

� the costs of licensure or acquisition of new products.
In order to generate new and significant revenues, we must successfully develop our own proposed products and enter
into collaborative agreements with others who can successfully commercialize them. Even if our proposed products
and the products we may license or otherwise acquire are commercially introduced, they may never achieve market
acceptance and we may not generate additional revenues or achieve profitability in future years.
We may need to raise substantial additional capital in the future to fund our operations and we may be unable to
raise such funds when needed and on acceptable terms.
We currently do not have sufficient resources to obtain regulatory approval of our other proposed products or to
complete the commercialization of any of our proposed products. We expect the Phase III
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clinical trial program of LibiGel to require significant resources. Therefore, we may need to raise substantial
additional capital to fund our operations. We believe that our cash and short-term investments of $15,147,707 at
March 31, 2007, together with payments we are currently entitled to receive from Bradley under our sublicense
agreement with Bradley and the net proceeds of approximately $17.3 million, after deduction of placement agent
commissions and estimated transaction expenses, we received from a private placement of 3,054,999 shares of our
common stock and warrants to purchase 763,750 shares of our common stock at a purchase price of $6.00 per shares
completed on June 13, 2007, will be sufficient to meet our anticipated cash needs for working capital and capital
expenditures for at least the next 18 months. However, we may resort to seeking additional financing prior to that
time. As an alternative to raising additional financing, we may be able to license LibiGel to a third party who would
finance the continued development and if approved, commercialization of LibiGel, or alternatively enter into a
collaborative development agreement or other collaborative agreements with other companies of a similar size or
larger than BioSante. Our future capital requirements will depend upon numerous factors, including:

� the progress and costs of our research and development programs;

� the scope, timing and results of our clinical trials;

� patient recruitment and enrollment in our current and future clinical trials;

� the cost, timing and outcome of regulatory reviews;

� the commercial success and net sales of Elestrin, on which we will receive royalties;

� the rate of technological advances;

� ongoing determinations of the potential commercial success of our proposed products;

� our general and administrative expenses;

� the activities of our competitors; and

� our opportunities to acquire new products or ability to take advantage of other unanticipated opportunities,
including but not limited to a license to others of LibiGel or a collaborative agreement with another company.

We cannot be certain that any financing or other opportunities will be available when needed or will be on terms
acceptable to us. Insufficient funds may require us to delay, scale back or eliminate some or all of our programs
designed to obtain regulatory approval of our proposed products, or restrict us from acquiring new products that we
believe may be beneficial to our business.
Our proposed products are in the development stages and will likely not be commercially introduced for several
years, if at all.
Our proposed products are in the development stages and will require further development, preclinical and clinical
testing and investment prior to commercialization in the United States and abroad. Other than Elestrin, which was
commercially introduced in mid-June 2007 by our marketing partner, Bradley Pharmaceuticals, Inc., none of our
products have been commercially introduced nor do we expect them to be for several years. We cannot assure you that
any of our other proposed products will:
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� be successfully developed;

� prove to be safe and efficacious in clinical trials;

� meet applicable regulatory standards or obtain required regulatory approvals;

� demonstrate substantial protective or therapeutic benefits in the prevention or treatment of any disease;

� be capable of being produced in commercial quantities at reasonable costs;

� obtain coverage and favorable reimbursement rates from insurers and other third-party payors; or

� be successfully marketed or achieve market acceptance by physicians and patients.
If we fail to obtain regulatory approval to commercially manufacture or sell any of our future products, or if
approval is delayed or withdrawn, we will be unable to generate revenue from the sale of our products.
We must obtain regulatory approval to sell any of our products in the United States and abroad. In the United States,
we must obtain the approval of the FDA for each product or drug that we intend to commercialize. The FDA approval
process is typically lengthy and expensive, and approval is never certain. Products to be commercialized abroad are
subject to similar foreign government regulation.
Generally, only a very small percentage of newly discovered pharmaceutical products that enter preclinical
development are approved for sale. Because of the risks and uncertainties in biopharmaceutical development, our
proposed products could take a significantly longer time to gain regulatory approval than we expect or may never gain
approval. If regulatory approval is delayed or never obtained, our management�s credibility, the value of our company
and our operating results and liquidity would be adversely affected. Furthermore, even if a product gains regulatory
approval, the product and the manufacturer of the product may be subject to continuing regulatory review. Even after
obtaining regulatory approval, we may be restricted or prohibited from marketing or manufacturing a product if
previously unknown problems with the product or its manufacture are subsequently discovered. The FDA may also
require us to commit to perform lengthy post-approval studies, for which we would have to expend significant
additional resources, which could have an adverse effect on our operating results and financial condition.
To obtain regulatory approval to market our products, costly and lengthy pre-clinical studies and human clinical trials
are required, and the results of the studies and trials are highly uncertain. As part of the FDA approval process, we
must conduct, at our own expense or the expense of current or potential licensees or collaborators, clinical trials on
humans on each of our proposed products. Pre-clinical studies on animals must be conducted on some of our proposed
products. We expect the number of pre-clinical studies and human clinical trials that the FDA will require will vary
depending on the product, the disease or condition the product is being developed to address and regulations
applicable to the particular product. We may need to perform multiple pre-clinical studies using various doses and
formulations before we can begin human clinical trials, which could result in delays in our ability to market any of our
products. Furthermore, even if we obtain favorable results in pre-clinical studies on animals, the results in humans
may be different.
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After we have conducted pre-clinical studies in animals, we must demonstrate that our products are safe and effective
for use on the target human patients in order to receive regulatory approval for commercial sale. The data obtained
from pre-clinical and human clinical testing are subject to varying interpretations that could delay, limit or prevent
regulatory approval. We face the risk that the results of our clinical trials in later phases of clinical trials may be
inconsistent with those obtained in earlier phases. A number of companies in the biopharmaceutical industry have
suffered significant setbacks in advanced clinical trials, even after experiencing promising results in early animal or
human testing. Adverse or inconclusive human clinical results would prevent us from filing for regulatory approval of
our products. Additional factors that can cause delay or termination of our human clinical trials include:

� slow patient enrollment;

� timely completion of clinical site protocol approval and obtaining informed consent from subjects;

� longer treatment time required to demonstrate efficacy or safety;

� adverse medical events or side effects in treated patients; and

� lack of effectiveness of the product being tested.
Delays in our clinical trials could allow our competitors additional time to develop or market competing products and
thus can be extremely costly in terms of lost sales opportunities and increased clinical trial costs.
Although Procter & Gamble (P&G) has commercially launched Intrinsa, its testosterone patch, in Europe, it is our
understanding that P&G has not made any final decision as to whether it will continue to pursue regulatory
approval of Intrinsa in the United States. Should P&G decide not to move forward with the development and
subsequent marketing of Intrinsa in the U.S., that decision may have an adverse effect on the potential size of the
U.S. female sexual dysfunction (FSD) market, the potential market for our LibiGel product and our ability to find a
development partner to share in the cost of such development if we choose to seek such a partner.
In December 2004, the FDA�s Reproductive Health Drugs Advisory Committee panel voted unanimously against
recommendation for approval of P&G�s Intrinsa testosterone patch for hypoactive sexual desire disorder. The panel�s
main concern was the desire to have long-term safety data particularly as it pertains to potential increased risk of
cardiovascular disease and breast cancer in women treated chronically with testosterone in combination with estrogen.
Currently, the FDA has not explicitly publicly stated nor set any type of public policy or guidance document as to
what size or duration of a safety trial would be required for approval.
Although P&G has commercially launched Intrinsa, its testosterone patch for FSD, in Europe, it is our understanding
that P&G has not made any final decision as to whether it will continue to pursue regulatory approval of Intrinsa in the
United States. It is possible that P&G will decide not to continue to develop Intrinsa in the U.S. which will adversely
affect the potential size of the U.S. female sexual dysfunction market and the potential for our LibiGel product. In
addition, it may adversely effect our ability to find a development partner to share in the cost of development if we
decide to seek such a partner.
Some pharmaceutical products have been found to have potentially life threatening side effects and have been
subsequently removed from the market. These drugs had been previously approved for sale by the
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FDA. The withdrawals of approved drugs from the market create an increased risk for the pharmaceutical industry in
general in that certain proposed products may not receive the required regulatory approval on a timely basis or ever.
The withdrawal of Vioxx by Merck & Co., Inc. in September 2004 has increased safety concerns of various groups
including physicians, patients, members of U.S. Congress and the FDA. Although marketed product withdrawals have
occurred over time, these withdrawals have resulted and may continue to result in a more cautious approach by the
FDA in terms of requirements for approval of new products before approval to market is granted. These recent
withdrawals could also result in additional requirements for safety monitoring called pharmacovigilence after approval
to market is granted. This collective concern could result in longer, more expensive clinical trials before approval and
costly post-marketing surveillance programs and at the same time could affect physicians� desire to prescribe new
medication before they are on the market for a long period of time, all of which would adversely affect our business,
operating results and financial condition.
Uncertainties associated with the impact of published studies regarding the adverse health effects of certain forms
of hormone therapy could adversely affect the market for hormone therapy products and the trading price of our
common stock.
The market for hormone therapy products has been negatively affected by the Women�s Health Initiative study and
other studies that have suggested that the overall health risks from the use of certain hormone therapy products may
exceed the benefits from the use of those products among healthy postmenopausal women. In July 2002, the National
Institutes of Health (NIH) released data from its Women�s Health Initiative (WHI) study on the risks and benefits
associated with long-term use of oral hormone therapy by healthy women. The NIH announced that it was
discontinuing the arm of the study investigating the use of oral estrogen/progestin combination hormone therapy
products after an average follow-up period of 5.2 years because the product used in the study was shown to cause an
increase in the risk of invasive breast cancer. The study also found an increased risk of stroke, heart attacks and blood
clots and concluded that overall health risks exceeded benefits from use of combined estrogen plus progestin for an
average of 5.2 year follow-up among healthy postmenopausal women. Also in July 2002, results of an observational
study sponsored by the National Cancer Institute on the effects of estrogen therapy were announced. The main finding
of the study was that postmenopausal women who used estrogen therapy for 10 or more years had a higher risk of
developing ovarian cancer than women who never used hormone therapy. In October 2002, a significant hormone
therapy study being conducted in the United Kingdom was also halted. Our hormone therapy products differ from the
products used in the Women�s Health Initiative study and the primary products observed in the National Cancer
Institute and United Kingdom studies. In March 2004, the NIH announced that the estrogen-alone study was
discontinued after nearly seven years because the NIH concluded that estrogen alone does not affect (either increase or
decrease) heart disease, the major question being evaluated in the study. The findings indicated a slightly increased
risk of stroke as well as a decreased risk of hip fracture and breast cancer. Preliminary data from the memory portion
of the WHI study suggested that estrogen alone may possibly be associated with a slight increase in the risk of
dementia or mild cognitive impairment. Researchers continue to analyze data from both arms of the WHI study and
other studies. Recent reports indicate that the safety of estrogen products may be affected by the age of the woman at
initiation of therapy. There currently are no studies published comparing the safety of our hormone therapy products
against other hormone therapies. The markets for female hormone therapies for menopausal symptoms have declined
as a result of these published studies. The release of any follow-up or other studies that show adverse affects from
hormone therapy, including in particular, hormone therapies similar to our products, would also adversely affect our
business.
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We have entered into an exclusive sublicense agreement with Bradley Pharmaceuticals, Inc. for the marketing of
Elestrin in the United States as a result of which we are dependent upon Bradley for the marketing and sale of our
Elestrin product.
In November 2006, we entered into an exclusive sublicense agreement with Bradley Pharmaceuticals, Inc. for the
marketing of Elestrin in the United States pursuant to which we received an upfront license payment and regulatory
(triggered by FDA approval of Elestrin) milestone payments and have the right to receive certain sales-based
milestone payments, plus royalties on sales of Elestrin. As a result of this agreement, Elestrin is subject to market
acceptance of the product, and its success is also now dependent upon the success of Bradley in marketing and selling
the product. We cannot assure you that Bradley will remain focused on the commercialization of Elestrin or will not
otherwise breach the terms of our agreement. Any breach by Bradley of its obligations under our agreement or a
termination of the agreement could adversely affect the success of Elestrin if we are unable to sublicense the product
to another party on substantially the same or better terms or continue the future commercialization of the product
ourselves.
We license the technology underlying most of our hormone therapy products and a portion of our CaP technology
from third parties and may lose the rights to license them, which could have a material adverse effect on our
business, financial position and operating results and could cause the market value of our common stock to
decline.
We license most of the technology underlying our hormone therapy products from Antares Pharma IPL AG and a
portion of our CaP technology from the University of California. We may lose our right to license these technologies
if we breach our obligations under the license agreements. Although we intend to use our reasonable best efforts to
meet these obligations, if we violate or fail to perform any term or covenant of the license agreements or with respect
to the University of California�s license agreement within 60 days after written notice from the University of
California, the other party to these agreements may terminate these agreements or certain projects contained in these
agreements. The termination of these agreements, however, will not relieve us of our obligation to pay any royalty or
license fees owing at the time of termination. Our failure to retain the right to license the technology underlying our
proposed hormone therapy products or CaP technology could harm our business and future operating results. For
example, if we were to enter into an sublicense agreement with a third party under which we agree to sublicense our
hormone therapy technology or CaP technology for a license fee, the termination of the main license agreement with
Antares Pharma IPL AG or the University of California could either, depending upon the terms of the sublicense
agreement, cause us to breach our obligations under the sublicense agreement or give the other party a right to
terminate that agreement, thereby causing us to lose future revenue generated by the sublicense fees.
We have licensed four of our hormone therapy products to third parties and any breach by these parties of their
obligations under these sublicense agreements or a termination of these sublicense agreements by these parties
could adversely affect the development and marketing of our licensed products. In addition, these third parties also
may compete with us with respect to some of our proposed products.
We have licensed four of our hormone therapy product to third parties, Bradley Pharmaceuticals, Inc., Solvay
Pharmaceuticals, B.V., Teva Pharmaceuticals USA, Inc. and Pantarhei Bioscience B.V. Solvay, Teva and Pantarhei
have agreed to be responsible for continued development, regulatory filings and manufacturing and marketing
associated with the products. In addition, we may in the future enter into additional similar license agreements. Our
partnered products that we have licensed to others are thus subject to not only customary and inevitable uncertainties
associated with the drug development process, regulatory approvals and market acceptance of products, but also
depend on the respective licensees for
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timely development, obtaining required regulatory approvals, commercialization and otherwise continued
commitment to the products. Our current and future licensees may have different and, sometimes, competing
priorities. We cannot assure you that our partners or any future third party to whom we may license our proposed
products will remain focused on the development and commercialization of our partnered products or will not
otherwise breach the terms of our agreements with them, especially since these third parties may also compete with us
with respect to some of our proposed products. Any breach by our partners or any other third party of their obligations
under these agreements or a termination of these agreements by these parties could adversely affect development of
the products in these agreements if we are unable to sublicense the proposed products to another party on substantially
the same or better terms or continue the development and future commercialization of the proposed products
ourselves.
Elestrin, which is now FDA approved, and our other proposed products, if they receive FDA approval, may not
achieve expected levels of market acceptance, which could have a material adverse effect on our business, financial
position and operating results and could cause the market value of our common stock to decline.
The commercial success of our FDA-approved product, Elestrin, and our other proposed products, if they receive the
required regulatory approvals, is dependent upon market acceptance by physicians and patients. Levels of market
acceptance for our products could be affected by several factors, including:

� the availability of alternative products from competitors;

� the price of our products relative to that of our competitors;

� the timing of market entry; and

� the ability to market our products effectively.
Some of these factors are not within our control, especially if we transfer all of the marketing rights associated with
the product to others, as we have with Elestrin to Bradley Pharmaceuticals, Inc. Elestrin and our proposed products
may not achieve expected levels of market acceptance. Additionally, continuing studies of the proper utilization,
safety and efficacy of pharmaceutical products are being conducted by the industry, government agencies and others.
Such studies, which increasingly employ sophisticated methods and techniques, can call into question the utilization,
safety and efficacy of previously marketed products. In some cases, these studies have resulted, and may in the future
result, in the discontinuance of product marketing. These situations, should they occur, could have a material adverse
effect on our business, financial position and results of operations, and the market value of our common stock could
decline.
Because our industry is very competitive and many of our competitors have substantially greater capital resources
and more experience in research and development, manufacturing and marketing than us, we may not succeed in
developing our proposed products and bringing them to market.
Competition in the pharmaceutical industry is intense. Potential competitors in the United States and abroad are
numerous and include pharmaceutical, chemical and biotechnology companies, many of which have substantially
greater capital resources and more experience in research and development, manufacturing and marketing than us.
Academic institutions, hospitals, governmental agencies and other public and private research organizations are also
conducting research and seeking patent protection and may develop and commercially introduce competing products
or technologies on their own or through joint ventures. We cannot assure you that our competitors, some of whom are
our development partners, will not succeed in developing similar technologies and products more rapidly than we do,
commercially
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introducing such technologies and products to the marketplace prior to us, or that these competing technologies and
products will not be more effective or successful than any of those that we currently are developing or will develop.
Because the pharmaceutical industry is heavily regulated, we face significant costs and uncertainties associated
with our efforts to comply with applicable regulations. Should we fail to comply, we could experience material
adverse effects on our business, financial position and results of operations, and the market value of our common
stock could decline.
The pharmaceutical industry is subject to regulation by various federal and state governmental authorities. For
example, we must comply with FDA requirements with respect to the development of our proposed products and our
clinical trials, and if any of our proposed products are approved, the manufacture, labeling, sale, distribution,
marketing, advertising and promotion of our products. Failure to comply with FDA and other governmental
regulations can result in fines, disgorgement, unanticipated compliance expenditures, recall or seizure of products,
total or partial suspension of production and/or distribution, suspension of the FDA�s review of NDAs, enforcement
actions, injunctions and criminal prosecution. Under certain circumstances, the FDA also has the authority to revoke
previously granted drug approvals. Despite our efforts at compliance, there is no guarantee that we may not be deemed
to be deficient in some manner in the future. If we were deemed to be deficient in any significant way, our business,
financial position and results of operations could be materially affected and the market value of our common stock
could decline.
If we are unable to protect our proprietary technology, we may not be able to compete as effectively.
The pharmaceutical industry places considerable importance on obtaining patent and trade secret protection for new
technologies, products and processes. Our success will depend, in part, upon our ability to obtain, enjoy and enforce
protection for any products we develop or acquire under United States and foreign patent laws and other intellectual
property laws, preserve the confidentiality of our trade secrets and operate without infringing the proprietary rights of
third parties.
Where appropriate, we seek patent protection for certain aspects of our technology. However, our owned and licensed
patents and patent applications may not ensure the protection of our intellectual property for a number of other
reasons:

� We do not know whether our licensor�s patent applications will result in issued patents.

� Competitors may interfere with our patents and patent process in a variety of ways. Competitors may claim that
they invented the claimed invention before us or may claim that we are infringing on their patents and therefore
we cannot use our technology as claimed under our patent. Competitors may also have our patents reexamined
by showing the patent examiner that the invention was not original or novel or was obvious.

� We are engaged in the process of developing proposed products. Even if we receive a patent, it may not
provide much practical protection. If we receive a patent with a narrow scope, then it will be easier for
competitors to design products that do not infringe on our patent. Even if the development of our proposed
products is successful and approval for sale is obtained, there can be no assurance that applicable patent
coverage, if any, will not have expired or will not expire shortly after this approval. Any expiration of the
applicable patent could have a material adverse effect on the sales and profitability of our proposed product.
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� Enforcing patents is expensive and may require significant time by our management. In litigation, a competitor
could claim that our issued patents are not valid for a number of reasons. If the court agrees, we would lose
protection on products covered by those patents.

� We also may support and collaborate in research conducted by government organizations or universities. We
cannot guarantee that we will be able to acquire any exclusive rights to technology or products derived from
these collaborations. If we do not obtain required licenses or rights, we could encounter delays in product
development while we attempt to design around other patents or we may be prohibited from developing,
manufacturing or selling products requiring these licenses. There is also a risk that disputes may arise as to the
rights to technology or products developed in collaboration with other parties.

It also is unclear whether efforts to secure our trade secrets will provide useful protection. While we use reasonable
efforts to protect our trade secrets, our employees or consultants may unintentionally or willfully disclose our
proprietary information to competitors resulting in a loss of protection. Enforcing a claim that someone else illegally
obtained and is using our trade secrets, like patent litigation, is expensive and time consuming, and the outcome is
unpredictable. In addition, courts outside the United States are sometimes less willing to protect trade secrets. Finally,
our competitors may independently develop equivalent knowledge, methods and know-how.
Claims by others that our products infringe their patents or other intellectual property rights could adversely affect
our business, financial condition and operating results.
The pharmaceutical industry has been characterized by frequent litigation regarding patent and other intellectual
property rights. Patent applications are maintained in secrecy in the United States and also are maintained in secrecy
outside the United States until the application is published. Accordingly, we can conduct only limited searches to
determine whether our technology infringes the patents or patent applications of others. Any claims of patent
infringement asserted by third parties would be time-consuming and could likely:

� result in costly litigation;

� divert the time and attention of our technical personnel and management;

� cause product development delays;

� require us to develop non-infringing technology; or

� require us to enter into royalty or licensing agreements.
Although patent and intellectual property disputes in the pharmaceutical industry often have been settled through
licensing or similar arrangements, costs associated with these arrangements may be substantial and often require the
payment of ongoing royalties, which could hurt our gross margins. In addition, we cannot be sure that the necessary
licenses would be available to us on satisfactory terms, or that we could redesign our products or processes to avoid
infringement, if necessary. Accordingly, an adverse determination in a judicial or administrative proceeding, or the
failure to obtain necessary licenses, could prevent us from developing, manufacturing and selling some of our
products, which could harm our business, financial condition and operating results.
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We have very limited staffing and will continue to be dependent upon key employees.
Our success is dependent upon the efforts of a small management team and staff. We have employment arrangements
in place with both of our two executive officers, but neither of our executive officers is legally bound to remain
employed for any specific term. Although we have key man life insurance on our President and Chief Executive
Officer, Stephen M. Simes, we do not have key man life insurance policies covering our other executive officer or any
of our other employees. If key individuals leave BioSante, we could be adversely affected if suitable replacement
personnel are not quickly recruited.
There is competition for qualified personnel in all functional areas, which makes it difficult to attract and retain the
qualified personnel necessary for the development and growth of our business. Our future success depends upon our
ability to continue to attract and retain qualified personnel.
The price and trading volume of our common stock has been, and may continue to be, volatile.
Historically, the market price and trading volume of our common stock has fluctuated over a wide range. During the
past 12 months, our common stock traded in a range from a low of $1.48 to a high of $8.00, and our daily trading
volume ranged from 6,300 shares to 3,015,500 shares. It is likely that the price and trading volume of our common
stock will continue to fluctuate in the future. The securities of small capitalization, biopharmaceutical companies,
including our company, from time to time experience significant price and volume fluctuations, often unrelated to the
operating performance of these companies. In particular, the market price and trading volume of our common stock
may fluctuate significantly due to a variety of factors, including:

� governmental agency actions, including in particular decisions or actions by the FDA or FDA advisory
committee panels with respect to our products or our competitors� products;

� the results of our clinical trials or those of our competitors;

� announcements of technological innovations or new products by us or our competitors;

� announcements by licensors or licensees of our technology;

� public concern as to the safety or efficacy of or market acceptance of products developed by us or our
competitors;

� developments or disputes concerning patents or other proprietary rights;

� our ability to obtain needed financing;

� period-to-period fluctuations in our financial results, including our cash, cash equivalents and short-term
investment balance, operating expenses, cash burn rate or revenues;

� loss of key management;

� common stock sales in the public market by one or more of our larger stockholders, officers or directors;

� other potentially negative financial announcements, including delisting of our common stock from the
American Stock Exchange, review of any of our filings by the SEC, changes in accounting treatment or
restatement of previously reported financial results or delays in our filings with the SEC; and
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� economic conditions in the United States and abroad.
In addition, the occurrence of any of the risks described above or elsewhere in this report or otherwise in reports we
file with or submit to the SEC from time to time could have a material and adverse impact on the market price of our
common stock. For example, in December 2004, primarily as a result of the unanimous vote by the FDA�s
Reproductive Health Drugs Advisory Committee panel against recommendation for approval of Procter & Gamble�s
Intrinsa testosterone patch for hypoactive sexual desire disorder, the price of our common stock decreased over 35%
in one trading day and over 50% over the course of three trading days. In addition, on the day of and first two trading
days after the public announcement of FDA advisory panel�s recommendation, the daily trading volume of our
common stock went from an average of approximately 166,000 shares per day to an average of over approximately
3 million shares per day for those same three days and then back down to an average of approximately 140,000 shares
per day. Our current trading volume is approximately 300,000 shares per day.
Securities class action litigation is sometimes brought against a company following periods of volatility in the market
price of its securities or for other reasons. We may become the target of similar litigation. Securities litigation,
whether with or without merit, could result in substantial costs and divert management�s attention and resources, which
could harm our business and financial condition, as well as the market price of our common stock.
We received an inquiry from the Securities and Exchange Commission in connection with a complaint by a former
officer.
The staff of the Securities and Exchange Commission�s Division of Enforcement is conducting an investigation arising
out of allegations contained in a complaint made by a former officer of our company to the U.S. Department of Labor,
Occupational Safety & Health Administration in February 2006 under the �whistleblower� provision of the
Sarbanes-Oxley Act of 2002, which complaint was subsequently closed by OSHA in August 2006. Although we
believe the allegations in the complaint are without merit, it is possible that the staff of the SEC�s Division of
Enforcement may disagree with our conclusion.
On March 28, 2007, we received notice that the staff of the Securities and Exchange Commission�s Division of
Enforcement is conducting an investigation arising out of allegations contained in a complaint made by a former
officer of our company to the U.S. Department of Labor, Occupational Safety & Health Administration in
February 2006 under the �whistleblower� provision of the Sarbanes-Oxley Act of 2002. Immediately upon notice of the
former officer�s intent to file the SOX complaint in January 2006, the Board of Directors of our company directed that
an investigation be made into the allegations of securities and other law violations contained in the former officer�s
SOX complaint. The results of the investigation led to the conclusion by us and our outside legal counsel that the
allegations in the SOX complaint were without merit. OSHA closed its investigation into the SOX complaint in
August 2006. The Staff has informed us that the Staff�s inquiry into the matter should not be construed as an indication
by the SEC or the Staff that any violation of law has occurred. We intend to fully cooperate with the Staff. Although
we believe the allegations in the complaint are without merit, it is possible that the Staff may disagree with our
conclusion.
Failure to achieve and maintain effective internal controls in accordance with Section 404 of the Sarbanes-Oxley
Act could have a material adverse effect on our stock price.
We are in the process of documenting and testing our internal control procedures in order to satisfy the requirements
of Section 404 of the Sarbanes-Oxley Act of 2002. Section 404 of the Sarbanes-Oxley Act requires our management
to assess and our independent registered public accounting firm to provide an opinion on the effectiveness of our
internal controls over financial reporting (ICFR) beginning with our
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fiscal year ended December 31, 2007. The Committee of Sponsoring Organizations of the Treadway Commission
(COSO) provides a framework for companies to assess and improve their internal control systems. While we feel that
our key controls are currently effective, we have not yet completed a formal assessment of our ICFR. We continue to
enhance our ICFR by adding additional resources in key functional areas and bringing all of our operations up to the
level of documentation, segregation of duties, and systems security necessary, as well as transactional control
procedures required, which we believe to be necessary under current and proposed standards issued by the Public
Company Accounting Oversight Board and the SEC.
We cannot be certain as to the timing of completion of our evaluation, testing and remediation actions or their effects
on our operations. If we are not able to implement the requirements of Section 404 in a timely manner or with
adequate compliance, we might be subject to sanctions or investigations by regulatory authorities, such as the
Securities and Exchange Commission or the American Stock Exchange. Any such action could adversely affect our
financial results, financial position and the market price of our common stock. In addition, if one or more material
weaknesses is identified in ICFR, we will be unable to assert that our ICFR is effective. If we are unable to assert that
our ICFR is effective (or if our independent registered public accounting firm is unable to express an opinion or issues
an adverse opinion on the effectiveness of our ICFR), we could lose investor confidence in the accuracy and
completeness of our financial reports, which in turn could have an adverse effect on our stock price. If we fail to
maintain the adequacy of our internal controls, as such standards are modified, supplemented or amended from time to
time, we may not be able to ensure that we can conclude on an ongoing basis that we have effective ICFR in
accordance with Section 404 of the Sarbanes-Oxley Act. Failure to achieve and maintain effective ICFR could have an
adverse effect on our common stock price.
Sales of a substantial number of shares of our common stock in the public market, including the shares offered
under this prospectus and under other registration statements, could lower our stock price and impair our ability to
raise funds in new stock offerings.
Future sales of a substantial number of shares of our common stock in the public market, including the shares offered
under this prospectus, other registration statements and shares available for resale under Rule 144(k) under the
Securities Act, or the perception that such sales could occur, could adversely affect the prevailing market price of our
common stock and could make it more difficult for us to raise additional capital through the sale of equity securities.
We may incur significant costs from class action litigation due to our expected stock volatility.
In the past, following periods of large price declines in the public market price of a company�s stock, holders of that
stock occasionally have instituted securities class action litigation against the company that issued the stock. If any of
our stockholders were to bring this type of lawsuit against us, even if the lawsuit is without merit, we could incur
substantial costs defending the lawsuit. The lawsuit also could divert the time and attention of our management, which
would hurt our business. Any adverse determination in litigation could also subject us to significant liabilities.
Provisions in our charter documents and Delaware law could discourage or prevent a takeover, even if an
acquisition would be beneficial to our stockholders.
Provisions of our certificate of incorporation and bylaws, as well as provisions of Delaware law, could make it more
difficult for a third party to acquire us, even if doing so would be beneficial to our stockholders. These provisions
include:
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� authorizing the issuance of �blank check� preferred shares that could be issued by our Board of Directors to
increase the number of outstanding shares and thwart a takeover attempt;

� prohibiting cumulative voting in the election of directors, which would otherwise allow less than a majority of
stockholders to elect director candidates; and

� advance notice provisions in connection with stockholder proposals that may prevent or hinder any attempt by
our stockholders to bring business to be considered by our stockholders at a meeting or replace our board of
directors.

Exercise of outstanding options and warrants will dilute stockholders and could decrease the market price of our
common stock.
As of June 13, 2007, we had issued and outstanding 26,743,349 shares of common stock, 391,286 shares of our class
C stock and outstanding options and warrants to purchase 3,835,676 additional shares of common stock. The existence
of the outstanding options and warrants may adversely affect the market price of our common stock and the terms
under which we could obtain additional equity capital.
We do not intend to pay any cash dividends in the foreseeable future and, therefore, any return on your investment
in our common stock must come from increases in the fair market value and trading price of our common stock.
We do not intend to pay any cash dividends in the foreseeable future and, therefore, any return on your investment in
our common stock must come from increases in the fair market value and trading price of our common stock.
We may issue additional equity securities which would dilute your share ownership.
We may issue additional equity securities to raise capital and through the exercise of options and warrants that are
outstanding or may be outstanding. These additional issuances would dilute your share ownership.
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USE OF PROCEEDS
We will not receive any of the proceeds from the sale of shares offered under this prospectus by the selling
stockholders. This offering is intended to satisfy our obligations to register, under the Securities Act of 1933, the
resale of the shares of our common stock, including shares of our common stock that will be issued to the selling
stockholders upon the exercise of warrants held by them that we issued to the selling stockholders in a private
placement.
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SELLING STOCKHOLDERS
All of the selling stockholders named below acquired or have the right to acquire upon the exercise of warrants the
shares of our common stock being offered under this prospectus directly from us in a private placement completed in
June 2007. The following table sets forth information known to us with respect to the beneficial ownership of our
common stock as of June 13, 2007 as provided by the selling stockholders. In accordance with the rules of the SEC,
beneficial ownership includes the shares issuable pursuant to warrants that are exercisable within 60 days of June 13,
2007. Shares issuable pursuant to warrants are considered outstanding for computing the percentage of the person
holding the warrants but are not considered outstanding for computing the percentage of any other person. The
warrants issued in June 2007 become exercisable on December 14, 2007 and are subject to a conversion cap which
precludes the holder thereof from exercising such warrants to the extent that such owner would beneficially own in
excess of 4.99% or 9.99% of BioSante�s common stock. These warrants are included in shares beneficially owned
prior to the offering.
The percentage of beneficial ownership for the following table is based on 26,743,349 shares of common stock
outstanding as of June 13, 2007. To our knowledge, except as indicated in the footnotes to this table, each person
named in the table has sole voting and investment power with respect to all shares of common stock shown in the
table to be beneficially owned by such person.
Except as set forth below, none of the selling stockholders has had any position, office or other material relationship
with us within the past three years. The table assumes that the selling stockholders will sell all of the shares offered by
them in this offering. However, we are unable to determine the exact number of shares that will actually be sold or
when or if these sales will occur. We will not receive any of the proceeds from the sale of the shares offered under this
prospectus.

Shares Beneficially
Owned After

Shares Beneficially Completion of
Owned Prior to the Offering the Offering

Shares
Subject

to Number

For each series other than the three series of variable rate preferred stock, a series of excess preferred stock with the same number of shares and
identical economic rights was also authorized.

As of December 31, 2008, the number of shares of each outstanding series of preferred stock was: 7,590,264 shares of Series I Convertible
Perpetual Preferred Stock and 796,948 shares of Series J Cumulative Redeemable Preferred Stock.

Future Series.  This section is only a summary of the preferred stock that we may offer. We urge you to read carefully
our charter and the designation we will file in relation to an issue of any particular series of preferred stock before you
buy any preferred stock. This section describes the general terms and provisions of the preferred stock we may offer
by this prospectus. The applicable prospectus supplement will describe the specific terms of the series of the preferred
stock then offered, and the terms and provisions described in this section will apply only to the extent not superceded
by the terms of the applicable prospectus supplement.
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We are authorized to issue up to 100,000,000 shares of preferred stock, par value $0.0001 per share. Our board of directors may issue from time
to time shares of preferred stock in one or more series and with the relative powers, rights and preferences and for the consideration our board of
directors may determine.

Our board of directors may, without further action of the shareholders, determine and set forth in a designation to the following for each series of
preferred stock:

•  the serial designation and the number of shares in that series;

•  the dividend rate or rates, whether dividends shall be cumulative and, if so, from what date, the payment date
or dates for dividends, and any participating or other special rights with respect to dividends;

•  any voting powers of the shares;

•  whether the shares will be redeemable and, if so, the price or prices at which, and the terms and conditions
on which the shares may be redeemed;

•  the amount or amounts payable upon the shares in the event of voluntary or involuntary liquidation,
dissolution or winding up of us prior to any payment or distribution of our assets to any class or classes of our stock
ranking junior to the preferred stock;

•  whether the shares will be entitled to the benefit of a sinking or retirement fund and, if so entitled, the
amount of the fund and the manner of its application, including the price or prices at which the shares may be
redeemed or purchased through the application of the fund;

•  whether the shares will be convertible into, or exchangeable for, shares of any other class or of any other
series of the same or any other class of our stock or the stock of another issuer, and if so convertible or exchangeable,
the conversion price or prices, or the rates of exchange, and any adjustments to the conversion price or rates of
exchange at which the conversion or exchange may be made, and any other terms and conditions of the conversion or
exchange; and

•  any other preferences, privileges and powers, and relative, participating, optional, or other special rights, and
qualifications, limitations or restrictions, as our board of directors may deem advisable and as shall not be inconsistent
with the provisions of our charter.
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Depending on the rights prescribed for a series of preferred stock, the issuance of preferred stock could have an adverse effect on the voting
power of the holders of common stock and could adversely affect holders of common stock by delaying or preventing a change in control of us,
making removal of our present management more difficult or imposing restrictions upon the payment of dividends and other distributions to the
holders of common stock.

The preferred stock, when issued, will be fully paid and non-assessable. Unless the applicable prospectus supplement provides otherwise, the
preferred stock will have no preemptive rights to subscribe for any additional securities which may be issued by us in the future. The transfer
agent and registrar for the preferred stock will be specified in the applicable prospectus supplement.

Warrants

General.  This section describes the general terms and provisions of the warrants that we may offer pursuant to this
prospectus. The applicable prospectus supplement will describe the specific terms of the warrants then offered, and the
terms and provisions described in this section will apply only to the extent not superceded by the terms of the
applicable prospectus supplement.

We may issue warrants for the purchase of common stock or preferred stock. Warrants may be issued alone or together with common stock or
preferred stock offered by any prospectus supplement and may be attached to or separate from those securities. Each series of warrants will be
issued under warrant agreements between us and a bank or trust company, as warrant agent, which will be described in the applicable prospectus
supplement. The warrant agent will act solely as our agent in connection with the warrants and will not act as an agent or trustee for any holders
or beneficial holders of warrants.

This section summarizes the general terms and provisions of the forms of warrant agreements and warrant certificates. Because this is only a
summary, it does not contain all of the details found in the full text of the warrant agreements and the warrant certificates. We urge you to read
the applicable form of warrant agreement and the form of warrant certificate that we will file in relation to an issue of any warrants.

If warrants for the purchase of common stock or preferred stock are offered, the applicable prospectus supplement will describe the terms of
those warrants, including the following if applicable:

•  the offering price;

•  the total number of shares that can be purchased upon exercise and, in the case of warrants for preferred
stock, the designation, total number and terms of the series of preferred stock that can be purchased upon exercise;
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•  the designation and terms of the series of preferred stock with which the warrants are being offered and the
number of warrants being offered with each share of common stock or preferred stock;

•  the date on and after which the holder of the warrants can transfer them separately from the related common
stock or series of preferred stock;

•  the number of shares of common stock or preferred stock that can be purchased upon exercise and the price
at which the common stock or preferred stock may be purchased upon exercise;

•  the date on which the right to exercise the warrants begins and the date on which that right expires;

•  United States federal income tax consequences; and

•  any other terms of the warrants.
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Unless the applicable prospectus supplement provides otherwise, warrants will be in registered form only. Until any warrants to purchase
preferred stock or common stock are exercised, holders of the warrants will not have any rights of holders of the underlying preferred stock or
common stock, including any right to receive dividends or to exercise any voting rights.

A holder of warrant certificates may:

•  exchange them for new certificates of different denominations;

•  present them for registration of transfer; and

•  exercise them at the corporate trust office of the warrant agent or any other office indicated in the applicable
prospectus supplement.

Exercise of Warrants.  Each holder of a warrant is entitled to purchase the number of shares of common stock or preferred
stock at the exercise price described in the applicable prospectus supplement. After the close of business on the day
when the right to exercise terminates, or a later date if we extend the time for exercise, unexercised warrants will
become void.

Unless the applicable prospectus supplement provides otherwise, a holder of warrants may exercise them by following the general procedure
outlined below:

•  delivering to the warrant agent the payment required by the applicable prospectus supplement to purchase the
underlying security;

•  properly completing and signing the reverse side of the warrant certificate representing the warrants; and

•  delivering the warrant certificate representing the warrants to the warrant agent within five business days of
the warrant agent receiving payment of the exercise price.
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If you comply with the procedures described above, your warrants will be considered to have been exercised when the warrant agent receives
payment of the exercise price. After you have completed those procedures, we will, as soon as practicable, issue and deliver to you preferred
stock or common stock that you purchased upon exercise. If you exercise fewer than all of the warrants represented by a warrant certificate, a
new warrant certificate will be issued to you for the unexercised amount of warrants. Holders of warrants will be required to pay any tax or
governmental charge that may be imposed in connection with transferring the underlying securities in connection with the exercise of the
warrants.

Amendments and Supplements to Warrant Agreements.  Unless the applicable prospectus supplement provides otherwise, the
following describes generally the provisions relating to amending and supplementing the warrant agreements.

We may amend or supplement a warrant agreement without the consent of the holders of the applicable warrants if the changes are not
inconsistent with the provisions of the warrants and do not materially adversely affect the interests of the holders of the warrants. We and the
warrant agent may also modify or amend a warrant agreement and the terms of the warrants if a majority of the then outstanding unexercised
warrants affected by the modification or amendment consent. However, no modification or amendment that accelerates the expiration date,
increases the exercise price, reduces the majority consent requirement for any modification or amendment or otherwise materially adversely
affects the rights of the holders of the warrants may be made without the consent of each holder affected by the modification or amendment.

Warrant Adjustments.  The warrant certificate and the applicable prospectus supplement will describe the events requiring
adjustment to the warrant exercise price or the number or principal amount of securities issuable upon exercise of the
warrant.
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Depositary Shares

General.  We may issue receipts for depositary shares, each of which will represent a fractional interest of a share of a
particular series of preferred stock, as specified in the applicable prospectus supplement. Shares of preferred stock of
each series represented by the depositary shares will be deposited under a separate deposit agreement between us, the
depositary named therein and the holders of the depositary receipts. Subject to the terms of the deposit agreement,
each depositary receipt owner will be entitled, in proportion to the fractional interest of a share of a particular series of
preferred stock represented by the depositary shares evidenced by such depositary receipt, to all the rights and
preferences of the preferred stock represented thereby.

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

Dividends and Other Distributions.  The depositary will distribute all cash dividends or other cash distributions received in
respect of the preferred stock to the record holders of depositary receipts evidencing the related depositary shares in
proportion to the number of depositary receipts owned by the holders.

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

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

Redemption of Depositary Shares.  Provided we shall have paid in full to the depositary the redemption price of the
preferred stock to be redeemed plus an amount equal to any accrued and unpaid dividends thereon to the redemption
date, whenever we redeem shares of preferred stock held by the depositary, the depositary will redeem as of the same
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redemption date the number of depositary shares representing shares of the preferred stock so redeemed. The
redemption price per depositary share will be equal to the redemption price and any other amounts per share payable
with respect to the preferred stock. If fewer than all the depositary shares are to be redeemed, the depositary shares to
be redeemed will be selected as nearly as may be practicable without creating fractional depositary shares, pro rata, or
by any other equitable method we determine.

From and after the date fixed for redemption, all dividends in respect of the shares of preferred stock so called for redemption will cease to
accrue, the depositary shares called for redemption will no longer be deemed to be outstanding and all rights of the holders of the depositary
receipts evidencing the depositary shares so called for redemption will cease, except the right to receive any moneys payable upon such
redemption and any money or other property to which the holders of such
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depositary receipts were entitled to receive upon such redemption upon surrender to the depositary of the depositary receipts representing the
depositary shares.

Voting of the Preferred Stock.  Upon receipt of notice of any meeting at which the holders of the preferred stock are entitled
to vote, the depositary will mail the information contained in such notice of meeting to the record holders of the
depositary receipts evidencing the depositary shares that represent such preferred stock. Each record holder of
depositary receipts evidencing depositary shares on the record date, which will be the same date as the record date for
the preferred stock, will be entitled to instruct the depositary as to the exercise of the voting rights pertaining to the
amount of preferred stock represented by such holder�s depositary shares. The depositary will vote the amount of
preferred stock represented by such depositary shares in accordance with such instructions, and we will agree to take
all reasonable action that may be deemed necessary by the depositary in order to enable the depositary to do so. If the
depositary does not receive specific instructions from the holders of depositary receipts evidencing such depositary
shares, it will abstain from voting the amount of preferred stock represented by such depositary shares. The depositary
shall not be responsible for any failure to carry out any instruction to vote, or for the manner or effect of any such vote
made, as long as any such action or non-action is in good faith and does not result from the depositary�s negligence or
willful misconduct.

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

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

Amendment and Termination of the Deposit Agreement.  By agreement, we and the depositary at any time can amend the form
of depositary receipt and any provision of the deposit agreement. However, any amendment that materially and
adversely alters the rights of the holders of depositary receipts or that would be materially and adversely inconsistent
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with the rights granted to holders of the related preferred stock will be effective only if the existing holders of at least
two-thirds of the depositary shares have approved the amendment. No amendment shall impair the right, subject to
certain exceptions in the deposit agreement, of any holder of depositary receipts to surrender any depositary receipt
with instructions to deliver to the holder the related preferred stock and all money and other property, if any,
represented thereby, except in order to comply with law. Every holder of an outstanding depositary receipt at the time
an amendment becomes effective shall be deemed, by continuing to hold the depositary receipt, to consent and agree
to the amendment and to be bound by the deposit agreement as amended thereby.
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Upon 30 days� prior written notice to the depositary, we may terminate the deposit agreement if (a) such termination is necessary to preserve our
status as a REIT or (b) a majority of each series of preferred stock affected by such termination consents to such termination. Upon the
termination of the deposit agreement, the depositary shall deliver or make available to each holder of depositary receipts, upon surrender of the
depositary receipts held by such holder, such number of whole or fractional shares of preferred stock as are represented by the depositary shares
evidenced by the depositary receipts together with any other property held by the depositary with respect to the depositary receipt. If the deposit
agreement is terminated to preserve our status as a REIT, then we will use our best efforts to list the preferred stock issued upon surrender of the
related depositary shares on a national securities exchange.

The deposit agreement will automatically terminate if (a) all outstanding depositary shares shall have been redeemed, (b) there shall have been a
final distribution in respect of the related preferred stock in connection with our liquidation, dissolution or winding up and such distribution shall
have been distributed to the holders of depositary receipts evidencing the depositary shares representing such preferred stock or (c) each share of
the related preferred stock shall have been converted into our capital stock not so represented by depositary shares.

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

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

Miscellaneous.  The depositary will forward to holders of depositary receipts any reports and communications from us
which are received by the depositary with respect to the related preferred stock.

We and the depositary will not be liable if either of us is prevented from or delayed in, by law or any circumstances beyond its control,
performing its obligations under the deposit agreement. Our obligations and the depositary�s obligations under the deposit agreement will be
limited to performing the duties thereunder in good faith and without negligence, in the case of any action or inaction in the voting of preferred
stock represented by the depositary shares, gross negligence or willful misconduct. If satisfactory indemnity is furnished, we and the depositary
will be obligated to prosecute or defend any legal proceeding in respect of any depositary receipts, depositary shares or shares of preferred stock
represented thereby. We and the depositary may rely on written advice of counsel or accountants, or information provided by persons presenting
shares of preferred stock represented by depositary receipts for deposit, holders of depositary receipts or other persons believed in good faith to
be competent to give such information, and on documents believed in good faith to be genuine and signed by a proper party.
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us, on the other hand, the depositary shall be entitled to act on our claims, requests or instructions.
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IMPORTANT PROVISIONS OF OUR GOVERNING DOCUMENTS AND DELAWARE LAW

Partnership Agreement

The limited partnership agreement of the Operating Partnership contains voting requirements that limit the possibility that we will be acquired or
undergo a change in control, even if some of our stockholders believe that a change would be in our and their best interests. Specifically, the
partnership agreement provides that we must have the approval of the holders of a majority of the units of limited partnership interest held by
limited partners in order to:

•  merge, consolidate or engage in any combination with another person other than a general partner of the
Operating Partnership, or

•  sell all or substantially all of our assets.

Delaware Law and Certain Charter and By-law Provisions

Our charter and by-laws and certain provisions of the Delaware General Corporation Law may have an anti-takeover effect. These provisions
may delay, defer or prevent a tender offer or takeover attempt that a stockholder would consider in its best interest. This includes an attempt that
might result in a premium over the market price for the shares held by stockholders. These provisions are expected to discourage certain types of
coercive takeover practices and inadequate takeover bids. They are also expected to encourage persons seeking to acquire control of us to
negotiate first with our board of directors. We believe that the benefits of these provisions outweigh the potential disadvantages of discouraging
takeover proposals because, among other things, negotiation of takeover proposals might result in an improvement of their terms.

Delaware Anti-Takeover Law.  We are a Delaware corporation and are subject to the provisions of Section 203 of the
Delaware General Corporation Law. In general, Section 203 prohibits a public Delaware corporation from engaging in
a �business combination� with an �interested stockholder� for three years after the time at which the person became an
interested stockholder unless:

•  prior to that time, the board of directors approved either the business combination or transaction in which the
stockholder became an interested stockholder; or

Edgar Filing: BIOSANTE PHARMACEUTICALS INC - Form S-3

Table of Contents 39



•  upon becoming an interested stockholder, the stockholder owned at least 85% of the corporation�s
outstanding voting stock other than shares held by directors who are also officers and certain employee benefit plans;
or

•  the business combination is approved by both the board of directors and by holders of at least 662/3% of the
corporation�s outstanding voting stock at a meeting and not by written consent, excluding shares owned by the
interested stockholder.

For these purposes, the term �business combination� includes mergers, asset sales and other similar transactions with an �interested stockholder.�
�Interested stockholder� means a person who, together with its affiliates and associates, owns, or under certain circumstances has owned within the
prior three years, more than 15% of the outstanding voting stock. Although Section 203 permits a corporation to elect not to be governed by its
provisions, we have not made this election.

Advance Notice Provisions for Stockholder Nominations and Stockholder Proposals.  Our by-laws establish an advance notice
procedure for stockholders to make nominations of candidates for election as directors or bring other business before
an annual meeting of stockholders. This procedure provides that

•  the only persons who will be eligible for election as directors are persons who are nominated by or at the
direction of the board of directors, or by a stockholder who has given timely written
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notice containing specified information to the Secretary prior to the meeting at which directors are to be elected, and

•  the only business that may be conducted at an annual meeting is business that has been brought before the
meeting by or at the direction of the Chairman of the board of directors or by a stockholder who has given timely
written notice containing specified information to the Secretary of the stockholder�s intention to bring the business
before the meeting.

In general, we must receive written notice of stockholder nominations to be made or business to be brought at an annual meeting not less than
120 days prior to the first anniversary of the date of the proxy statement for the previous year�s annual meeting, in order for the notice to be
timely. The notice must contain information concerning the person or persons to be nominated or the matters to be brought before the meeting
and concerning the stockholder submitting the proposal.

The purposes of requiring stockholders to give us advance notice of nominations and other business include the following:

•  to afford the board of directors a meaningful opportunity to consider the qualifications of the proposed
nominees or the advisability of the other proposed business;

•  to the extent deemed necessary or desirable by the board of directors, to inform stockholders and make
recommendations about such qualifications or business; and

•  to provide a more orderly procedure for conducting meetings of stockholders.

Our by-laws do not give our board of directors any power to disapprove stockholder nominations for the election of directors or proposals for
action. However, they may have the effect of precluding a contest for the election of directors or the consideration of stockholder proposals if the
proper procedures are not followed. Our by-laws may also discourage or deter a third party from soliciting proxies to elect its own slate of
directors or to approve its own proposal, without regard to whether consideration of the nominees or proposals might be harmful or beneficial to
us and our stockholders.

Director Action.  Our charter and by-laws and the Delaware General Corporation Law generally require that a majority of
a quorum is necessary to approve any matter to come before the board of directors. Certain matters, including sales of
property, transactions with members of the Simon family and related persons and certain affiliates and certain other
matters, will also require approval of a majority of the independent directors on the board of directors.
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Director Liability Limitation and Indemnification.  Our charter provides that no director will be personally liable to us or to our
stockholders for monetary damages for breach of fiduciary duty as a director. This will not, however, eliminate or
limit the liability of a director for the following:

•  any breach of the director�s duty of loyalty to us and our stockholders;

•  acts or omissions not in good faith;

•  any transaction from which the director derived an improper personal benefit; or

•  any matter in respect of which the director would be liable under Section 174 of the Delaware General
Corporation Law.

These provisions may discourage stockholders� actions against directors. Directors� personal liability for violating the federal securities laws is not
limited or otherwise affected. In addition, these provisions do not affect the ability of stockholders to obtain injunctive or other equitable relief
from the courts with respect to a transaction involving gross negligence on the part of a director.

Our charter provides that we shall indemnify to the fullest extent permitted under and in accordance with Delaware law any person who was or
is a party or is threatened to be made a party to
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any threatened, pending or completed action, suit or proceeding, whether civil, criminal, administrative or investigative by reason of the fact that

•  he is or was our director or officer, or

•  is or was serving at our request as a director, officer or trustee of or in any other capacity with another
corporation, partnership, joint venture, trust or other enterprise.

With respect to such persons, we shall indemnify against expenses, including attorneys� fees, judgments, fines and amounts paid in settlement
actually and reasonably incurred by the person in connection with the action, suit or proceeding if the following standards are met:

•  the person acted in good faith and in a manner he reasonably believed to be in or not opposed to our best
interests, and,

•  with respect to any criminal action or proceeding, had no reasonable cause to believe his conduct was
unlawful.

The Delaware General Corporation Law provides that indemnification is mandatory where a director or officer has been successful on the merits
or otherwise in the defense of any proceeding covered by the indemnification statute.

The Delaware General Corporation Law generally permits indemnification for expenses incurred in the defense or settlement of third-party
actions or action by or in right of the corporation, and for judgments in third-party actions, provided the following determination is made:

•  the person seeking indemnification acted in good faith and in a manner reasonably believed to be in, or not
opposed to, the best interests of the corporation, or

•  in a criminal proceeding, the person had no reason to believe his or her conduct to be unlawful.

The determination must be made by directors who were not parties to the action, or if directed by such directors, by independent legal counsel or
by a majority vote of a quorum of the stockholders. Without court approval, however, no indemnification may be made in respect of any action
by or in right of the corporation in which such person is adjudged liable.
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Under Delaware law, the indemnification provided by statute shall not be deemed exclusive of any rights under any by-law, agreement, vote of
stockholders or disinterested directors or otherwise. In addition, the liability of officers may not be eliminated or limited under Delaware law.

The right of indemnification, including the right to receive payment in advance of expenses, conferred by our charter is not exclusive of any
other rights to which any person seeking indemnification may otherwise be entitled.

RESTRICTIONS ON OWNERSHIP AND TRANSFER

Our charter contains certain restrictions on the number of shares of capital stock that individual stockholders may own. Certain requirements
must be met for us to maintain our status as a REIT, including the following:

•  not more than 50% in value of our outstanding capital stock may be owned, directly or indirectly, by five or
fewer individuals, as defined in the Internal Revenue Code to include certain entities, during the last half of a taxable
year other than the first year, and

•  our capital stock also must be beneficially owned by 100 or more persons during at least 335 days of a
taxable year of 12 months or during a proportionate part of a shorter taxable year.
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In part because we currently believe it is essential for us to maintain our status as a REIT, the provisions of our charter with respect to Excess
Stock contain restrictions on the acquisition of our capital stock intended to ensure compliance with these requirements.

Our charter provides that, subject to certain specified exceptions, no stockholder may own, or be deemed to own by virtue of the attribution
rules of the Internal Revenue Code, more than the ownership limit. The ownership limit is equal to 8%, or 18% in the case of members of the
Simon family and related persons, of any class of capital stock. The board of directors may exempt a person from the ownership limit if the
board of directors receives a ruling from the Internal Revenue Service or an opinion of tax counsel that such ownership will not jeopardize our
status as a REIT.

Anyone acquiring shares in excess of the ownership limit will lose control over the power to dispose of the shares, will not receive dividends
declared and will not be able to vote the shares. In the event of a purported transfer or other event that would, if effective, result in the ownership
of shares of stock in violation of the ownership limit, the transfer or other event will be deemed void with respect to that number of shares that
would be owned by the transferee in excess of the ownership limit. The intended transferee of the excess shares will acquire no rights in those
shares of stock. Those shares of stock will automatically be converted into shares of Excess Stock according to rules set forth in the charter.

Upon a purported transfer or other event that results in Excess Stock, the Excess Stock will be deemed to have been transferred to a trustee to be
held in trust for the exclusive benefit of a qualifying charitable organization designated by us. The Excess Stock will be issued and outstanding
stock, and it will be entitled to dividends equal to any dividends which are declared and paid on the stock from which it was converted. Any
dividend or distribution paid prior to our discovery that stock has been converted into Excess Stock is to be repaid upon demand. The recipient
of the dividend will be personally liable to the trust. Any dividend or distribution declared but unpaid will be rescinded as void with respect to
the shares of stock and will automatically be deemed to have been declared and paid with respect to the shares of Excess Stock into which the
shares were converted. The Excess Stock will also be entitled to the voting rights as are ascribed to the stock from which it was converted. Any
voting rights exercised prior to our discovery that shares of stock were converted to Excess Stock will be rescinded and recast as determined by
the trustee.

While Excess Stock is held in trust, an interest in that trust may be transferred by the purported transferee, or other purported holder with respect
to the Excess Stock, only to a person whose ownership of the shares of stock would not violate the ownership limit. Upon such transfer, the
Excess Stock will be automatically exchanged for the same number of shares of stock of the same type and class as the shares of stock for which
the Excess Stock was originally exchanged.

Our charter contains provisions that are designed to ensure that the purported transferee or other purported holder of the Excess Stock may not
receive in return for such a transfer an amount that reflects any appreciation in the shares of stock for which the Excess Stock was exchanged
during the period that the Excess Stock was outstanding. Any amount received by a purported transferee or other purported holder in excess of
the amount permitted to be received must be paid over to the trust. If the foregoing restrictions are determined to be void or invalid by virtue of
any legal decision, statute, rule or regulation, then the intended transferee or holder of any Excess Stock may be deemed, at our option, to have
acted as an agent on behalf of the trust in acquiring or holding the Excess Stock and to hold the Excess Stock on behalf of the trust.
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Our charter further provides that we may purchase, for a period of 90 days during the time the Excess Stock is held by the trustee in trust, all or
any portion of the Excess Stock from the original transferee-stockholder at the lesser of the following:

•  the price paid for the stock by the purported transferee, or if no notice of such purchase price is given, at a
price to be determined by the board of directors, in its sole discretion, but no lower than the lowest market price of
such stock at any time prior to the date we exercise our purchase option, and

•  the closing market price for the stock on the date we exercise our option to purchase.

The 90-day period begins on the date of the violative transfer or other event if the original transferee-stockholder gives notice to us of the
transfer or, if no notice is given, the date the board of directors determines that a violative transfer or other event has occurred.

Our charter further provides that in the event of a purported issuance or transfer that would, if effective, result in us being beneficially owned by
fewer than 100 persons, such issuance or transfer would be deemed null and void, and the intended transferee would acquire no rights to the
stock.

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

All persons who own, directly or by virtue of the attribution rules of the Internal Revenue Code, more than 5%, or such other percentage as may
be required by the Internal Revenue Code or regulations promulgated thereunder, of the outstanding stock must file an affidavit with us
containing the information specified in the charter before January 30 of each year. In addition, each stockholder shall, upon demand, be required
to disclose to us in writing such information with respect to the direct, indirect and constructive ownership of shares as the board of directors
deems necessary to comply with the provisions of the charter or the Internal Revenue Code applicable to a REIT.

The Excess Stock provision will not be removed automatically even if the REIT provisions of the Internal Revenue Code are changed so as to no
longer contain any ownership concentration limitation or if the ownership concentration limitation is increased. In addition to preserving our
status as a REIT, the ownership limit may have the effect of precluding an acquisition of control of us without the approval of our board of
directors.

FEDERAL INCOME TAX CONSIDERATIONS

The following discussion is based on the opinion of Baker & Daniels LLP, our tax counsel, as to the material United States federal income tax
considerations involved in our treatment as a REIT. This discussion is based on:
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•  the facts described in the registration statement of which this prospectus supplement is a part;

•  the Internal Revenue Code of 1986, as amended, or the Internal Revenue Code;

•  current, temporary and proposed Treasury regulations promulgated under the Internal Revenue Code;

•  the legislative history of the Internal Revenue Code;

•  current administrative interpretations and practices of the Internal Revenue Service, or IRS; and

•  court decisions,

all as of the date of this prospectus. In addition, the administrative interpretations and practices of the IRS include its practices and policies as
expressed in private letter rulings that are not binding on the IRS, except with respect to the particular taxpayers who requested and received
those rulings. Future
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legislation, treasury regulations, administrative interpretations and practices and/or court decisions may adversely affect the tax considerations
contained in this discussion. Any change could apply retroactively to transactions preceding the date of the change. The tax considerations
contained in this discussion may be challenged by the IRS, and we have not requested, and do not plan to request, any rulings from the IRS.

As a condition to the closing of each offering of securities offered by this prospectus, as otherwise specified in the applicable prospectus
supplement, our tax counsel will render an opinion to the underwriters of that offering to the effect that, commencing with our taxable year
December 31, 1973, we (as one of our predecessors, Corporate Property Investors, Inc.) have been organized in conformity with the
requirements for qualification as a REIT, and our method of operation has enabled us to meet, and our proposed method of operation will enable
us to continue to meet, the requirements for qualification and taxation as a REIT under the Internal Revenue Code. It must be emphasized that
this opinion will be based on various assumptions and representations that we will make as to factual matters, including representations to be
made in a factual certificate to be provided by one of our officers. In addition, this opinion will be based on our factual representations set forth
in this prospectus and in the applicable prospectus supplement. Our tax counsel will have no obligation to update its opinion subsequent to the
date it is rendered. Moreover, our qualification and taxation as a REIT depend on our ability to meet, through actual annual operating results,
asset diversification, distributions and diversity of stock ownership, the various qualification tests imposed by the Code, discussed below, the
results of which will not be reviewed by our tax counsel. Accordingly, no assurance can be given that our actual results of operations for any
particular taxable year will satisfy those requirements. Further, the anticipated U.S. Federal income tax treatment described in this prospectus
may be changed, perhaps retroactively, by legislative, administrative or judicial action at any time.

YOU SHOULD CONSULT YOUR OWN TAX ADVISORS AS TO THE PARTICULAR TAX CONSEQUENCES OF THE PURCHASE,
OWNERSHIP AND DISPOSITION OF OUR SECURITIES, INCLUDING THE APPLICABILITY AND EFFECT OF ANY STATE, LOCAL,
FOREIGN OR OTHER TAX LAWS.

Taxation of U.S. Stockholders

As used herein, the term �U.S. holder� means a beneficial owner of our common or preferred stock that is for U.S. Federal income tax purposes:

•  an individual who is a citizen or resident of the United States;

•  a corporation or other entity taxable as a corporation for U.S. Federal income tax purposes, created or
organized in or under the laws of the United States, any state thereof or the District of Columbia;

•  an estate the income of which is subject to U.S. Federal income taxation regardless of its source; or

•  a trust, if a court within the United States is able to exercise primary jurisdiction over its administration and
one or more U.S. persons have authority to control all of its substantial decisions. Notwithstanding the preceding
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sentence, to the extent provided in the Treasury Regulations, some trusts in existence on August 20, 1996, and treated
as U.S. persons prior to this date that elect to continue to be treated as U.S. persons, will be considered U.S. holders.

As used herein, the term �non-U.S. holder� means a beneficial owner of common or preferred stock that is not a U.S. holder other than a
partnership. The rules governing U.S. Federal income taxation of non-U.S. holders are complex, and the following discussion is intended only as
a summary of such rules. Non-U.S. holders should consult their own tax advisors to determine the impact of U.S. Federal, state and local income
tax laws, including any reporting requirements.
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If a partnership is a beneficial owner of our common or preferred stock, the tax treatment of a partner in the partnership will generally depend
upon the status of the partner and the activities of the partnership. A beneficial owner that is a partnership and partners in such a partnership
should consult their tax advisors about the U.S. Federal income tax consequences of the purchase, ownership and disposition of common or
preferred stock.

This discussion does not address the tax consequences arising under any state, local or foreign law. In addition, this summary does not consider
the effect of the U.S. Federal estate or gift tax laws.

Investors should consult their own tax advisors with respect to the application of the U.S. Federal income tax laws to their particular situations as
well as any tax consequences arising under the U.S. Federal estate or gift tax rules or under the laws of any state, local or foreign taxing
jurisdiction or under any applicable tax treaty.

Distributions

As long as we qualify as a REIT, distributions out of our current or accumulated earnings and profits, other than capital gain dividends discussed
below, will constitute dividends taxable to our taxable U.S. holders as ordinary income. These distributions will not be eligible for the
dividends-received deduction in the case of U.S. holders that are corporations. Individual U.S. holders may be eligible for reduced rates of tax to
the extent that these distributions constitute �qualified dividend income�. Such amounts will be specified in a written notice to stockholders.
However, we do not expect a significant portion of the distributions to be eligible for treatment as �qualified dividend income�. For purposes of
determining whether distributions to holders of common stock are out of current or accumulated earnings and profits, earnings and profits will
be allocated first to the outstanding preferred stock and then to the common stock.

To the extent that we make distributions in excess of our current and accumulated earnings and profits, these distributions will be treated first as
a tax-free return of capital to each U.S. holder. This treatment will reduce the adjusted basis, but not below zero, which each U.S. holder has in
his shares of stock for tax purposes by the amount of the distribution in excess of current and accumulated earnings and profits. Such
distributions in excess of a U.S. holder�s adjusted basis in his shares will be treated as capital gain, provided that the shares have been held as a
capital asset, and will be long-term capital gain if the shares have been held for more than one year. Dividends declared in October, November,
or December of any year and payable to a stockholder of record on a specified date in any of these months shall be treated as both paid by us and
received by the stockholder on December 31 of that year, provided we actually pay the dividend on or before January 31 of the following
calendar year. Stockholders may not include in their own income tax returns any of our net operating losses or capital losses.

Capital gain dividends

Dividends to U.S. holders that are properly designated by us as capital gain dividends will be treated as long-term capital gain to the extent they
do not exceed our actual net capital gain for the taxable year without regard to the period for which the stockholder has held his stock. Dividends
designated as capital gains will be taxed to each individual at a rate up to 25% depending on the tax characteristics of the assets which produced
such gain and such individual�s situation. Corporate stockholders, however, may be required to treat up to 20% of certain capital gain dividends
as ordinary income.
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The currently applicable provisions of the U.S. Federal income tax laws relating to the 15% rate of capital gain taxation and the applicability of
capital gain rates for designated qualified dividend income
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of REITs are currently scheduled to �sunset� or revert back to provisions of prior law effective for taxable years beginning after December 31,
2010. Upon the sunset of the current provisions, all dividend income of REITs and non-REIT corporations would be taxable at ordinary income
rates and capital gains tax would be higher (20% instead of 15%). The impact of this reversion is not discussed herein. U.S. holders are
encouraged to consult their tax advisors regarding the effect of these sunset provisions on an investment in common or preferred stock.

Retention of net capital gains

We may elect to retain and pay income tax on some or all of our undistributed net capital gains, in which case our U.S. holders will include such
retained amount in their income. In that event, those U.S. holders would be entitled to a tax credit or refund in the amount of the tax paid by us
on the undistributed gain allocated to them, and the U.S. holders would be entitled to increase their tax basis by the amount of undistributed
capital gains allocated to them reduced by the amount of the credit.

Passive activity losses and investment interest limitations

Dividends that we pay and gain arising from the sale or exchange by a U.S. holder of shares of common or preferred stock will not be treated as
passive activity income. As a result, U.S. holders generally will not be able to apply any �passive losses� against this income or gain. Dividends, to
the extent they do not constitute a return of capital, generally will be treated as investment income for purposes of computing the investment
interest limitation. Gain arising from the sale or other disposition of shares, however, will not be treated as investment income except to the
extent the stockholder elects to reduce the amount of his net capital gain eligible for the capital gains rate.

Dispositions

A U.S. holder will recognize gain or loss on the sale or exchange of shares of common or preferred stock to the extent of the difference between
the amount realized on such sale or exchange and the holder�s adjusted tax basis in such shares. Such gain or loss generally will constitute
long-term capital gain or loss if the holder has held such shares for more than one year. Individual taxpayers are generally subject to a maximum
tax rate of 15% on long-term capital gain. Losses incurred on the sale or exchange of shares held for six months or less, after applying certain
holding period rules, however, will generally be deemed long-term capital loss to the extent of any long-term capital gain dividends received by
the U.S. holder and undistributed capital gains allocated to such U.S. holder with respect to such shares.

Tax-exempt holders

The IRS has ruled that amounts distributed as dividends by a REIT do not constitute unrelated business taxable income when received by a
tax-exempt pension trust and certain other tax-exempt entities. Based on that ruling, provided that a tax-exempt stockholder, except certain
tax-exempt stockholders described below, has not held its shares as �debt financed property� within the meaning of the Internal Revenue Code and
the shares are not otherwise used in an unrelated trade or business, our dividend income will not be unrelated business taxable income to a
tax-exempt stockholder. Generally, shares will be treated as �debt financed property� if the acquisition of such shares was financed through a
borrowing by the tax-exempt stockholder. Similarly, income from the sale of shares will not constitute unrelated business taxable income unless
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a tax-exempt stockholder has held its shares as �debt financed property� within the meaning of the Internal Revenue Code or has used the shares in
its unrelated trade or business.

For tax-exempt stockholders which are social clubs, voluntary employee benefit associations, supplemental unemployment benefit trusts, and
qualified group legal services plans exempt from federal
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income taxation under Internal Revenue Code Section 501(c)(7), (c)(9), (c)(17) and (c)(20), respectively, income from an investment in common
or preferred stock will constitute unrelated business taxable income unless the organization is able to properly deduct amounts set aside or
placed in reserve for certain purposes so as to offset its dividend income. These prospective investors should consult their own tax advisors
concerning these �set aside� and reserve requirements.

Notwithstanding the above, however, a portion of the dividends paid by a �pension held REIT� are treated as unrelated business taxable income as
to certain types of trusts which hold more than 10% (by value) of the interests in the REIT. A REIT will not be a �pension held REIT� if it is not
�predominantly held� by tax-exempt pension trusts. We do not anticipate that shares of our stock will be predominantly held by tax-exempt
pension trusts within the meaning of the Internal Revenue Code and accordingly, we believe that dividends we pay to tax-exempt pension trusts
should not be treated as unrelated business taxable income.

Backup withholding and information reporting

We will report to U.S. holders of our common and preferred stock and the IRS the amount of distributions paid during each calendar year and
the amount of tax withheld, if any. Under certain circumstances, U.S. holders may be subject to backup withholding. Backup withholding will
apply only if the holder

•  fails to furnish its taxpayer identification number, which, for an individual, would be his Social Security
number or furnishes an incorrect taxpayer identification number,

•  is notified by the IRS that it has failed properly to report payments of interest and dividends, or

•  under certain circumstances, fails to certify, under penalty of perjury, that it has furnished a correct taxpayer
identification number and that it has not been notified by the IRS that it is subject to backup withholding for failure to
report interest or dividend payments.

Backup withholding will not apply with respect to payments made to certain exempt recipients, such as corporations and tax-exempt
organizations. U.S. holders should consult their own tax advisors regarding their qualification for exemption from backup withholding and the
procedure for obtaining such an exemption. Backup withholding is not an additional tax. Rather, the amount of any backup withholding with
respect to a payment to a U.S. holder will be allowed as a credit against such U.S. holder�s United States Federal income tax liability and may
entitle such U.S. holder to a refund, provided that the required information is furnished to the IRS.

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

In general, non-U.S. holders of our common or preferred stock will be subject to regular United States Federal income tax with respect to their
investment in us if such investment is �effectively connected� with the non-U.S. holder�s conduct of a trade or business in the United States. A
corporate non-U.S. holder that receives income that is, or is treated as, effectively connected with a United States trade or business may also be
subject to the branch profits tax under Section 884 of the Internal Revenue Code, which is payable in addition to regular United States corporate
income tax. The following discussion will apply to non-U.S. holders whose investment is not so effectively connected. We expect to withhold
United States income tax, as described below, on the gross amount of any distributions paid to a non-U.S. holder unless (i) the non-U.S. holder
files an IRS Form W-8ECI with us claiming that the distribution is �effectively connected� or (ii) certain other exceptions apply.
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Distributions

A distribution by us that is not attributable to gain from our sale or exchange of a U.S. real property interest, or �USRPI,� within the meaning of
the Foreign Investment in Real Property Act, or �FIRPTA,� and that is not designated by us as a capital gain dividend will be treated as an
ordinary income dividend to the extent made out of current or accumulated earnings and profits. Generally, an ordinary income dividend will be
subject to tax at the rate of 30% of the gross amount of the distribution unless such tax is reduced or eliminated by an applicable tax treaty. A
distribution in excess of our earnings and profits will be treated first as a return of capital that will reduce a non-U.S. holder�s basis in its shares
of our stock, but not below zero, and then as gain from the disposition of such shares, the tax treatment of which is described under the
rules discussed below with respect to dispositions of shares. We are required to withhold from distributions to non-U.S. holders, and to remit to
the IRS, 30% of the amount of ordinary dividends or such lower amount specified by an applicable treaty. We may be required to withhold at
least 10% of any distribution even if a lower treaty rate applies (if our common stock constituted a USRPI), and a distribution in excess of our
earnings and profits may be subject to 30% dividend 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. As discussed below, we believe our shares are not
currently a USRPI. However, a non-U.S. holder may seek a refund of amounts withheld from its distribution if the amount withheld with respect
to the distribution is more than its U.S. tax liability with respect to such distribution.

Distributions that are attributable to gains from our sale or exchange of a USRPI will be taxed in the manner described in the preceding
paragraph if the non-U.S. holder did not own more than 5% of the class of stock with respect to which the distribution was made at any time
during the one-year period ending on the date the distribution was made and if the class of stock is regularly traded on an established securities
market located in the United States.

Distributions that are attributable to gain from our sale or exchange of a USRPI will be taxed to a non-U.S. holder under FIRPTA if such
non-U.S. holder owns more than 5% of the class of stock with respect to which such distribution was made at any time during the one-year
period ending on the date of such distribution. Distributions that are subject to FIRPTA are taxed to a non-U.S. holder as if such distributions
were gains �effectively connected� with a United States trade or business. Accordingly, a non-U.S. holder will be taxed at the normal capital gain
rates applicable to a U.S. holder on such amounts, subject to any applicable alternative minimum tax and a special alternative minimum tax in
the case of nonresident alien individuals. Distributions subject to FIRPTA may also be subject to a 30% branch profits tax in the hands of a
corporate non-U.S. holder that is not entitled to a treaty exemption. We will be required to withhold from distributions subject to FIRPTA, and
remit to the IRS, 35% of designated capital gain dividends, or, if greater, 35% of the amount of any distributions that could be designated as
capital gain dividends. In addition, if we designate prior distributions as capital gain dividends, subsequent distributions, up to the amount of
such prior distributions not withheld against, will be treated as capital gain dividends for purposes of withholding. It should be noted that the
35% withholding tax rate on capital gain dividends currently corresponds to the maximum income tax rate applicable to corporations, but it is
higher than the maximum rate on capital gains of individuals.

Tax treaties may reduce our withholding obligations. If the amount we withhold from a distribution exceeds the non-U.S. holder�s tax liability,
the non-U.S. holder may, if timely filed, request a refund of such excess from the IRS.

Dispositions

Unless the shares of our stock constitutes a USRPI within the meaning of FIRPTA or are effectively connected with a U.S. trade or business, a
sale of such shares by a non-U.S. holder generally
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will not be subject to U.S. Federal income taxation. Our shares will not constitute a USRPI if we are a �domestically controlled REIT.� A
domestically controlled REIT is a REIT in which at all times during a specified testing period less than 50% in value of its shares is held directly
or indirectly by non-U.S. holders. We believe that we are a domestically controlled REIT, and therefore that the sale of shares of common stock
will not be subject to taxation under FIRPTA. However, because our shares are publicly traded, no assurance can be given that we are or will
continue to be a domestically controlled REIT. If we were not a domestically controlled REIT, a non-U.S. holder�s sale of shares would not be
subject to tax under FIRPTA as a sale of a United States real property interest if the shares were �regularly traded�, as defined by applicable
Treasury Regulations, on an established securities market, e.g., the New York Stock Exchange, on which our common stock is listed and if the
selling stockholder�s interest constitutes 5% or less of the fair market value of all of our common stock during the five-year period preceding the
disposition. If the gain on the sale of our shares were subject to taxation under FIRPTA, the non-U.S. holder would be subject to the same
treatment as a U.S. holder with respect to such gain, subject to applicable alternative minimum tax and a special alternative minimum tax in the
case of nonresident alien individuals. In any event, a purchaser of our common stock from a non-U.S. holder will not be required under FIRPTA
to withhold on the purchase price if the purchased shares are �regularly traded� on an established securities market and such non-U.S. holder owns
directly or indirectly at all times during a specified testing period 5% or less of the value of such class of stock, or if we are a domestically
controlled REIT. Otherwise, under FIRPTA, the purchaser of the common stock may be required to withhold 10% of the purchase price and
remit such amount to the IRS. Notwithstanding the foregoing, capital gain not subject to FIRPTA will be taxable to a non-U.S. holder if the
non-U.S. holder is a nonresident alien individual who is present in the United States for 183 days or more during the taxable year and certain
other conditions apply, in which case the nonresident alien individual will be subject to a 30% tax on such individual�s capital gains.

Additional issues may arise pertaining to information reporting and backup withholding with respect to non-U.S. holders of shares of our stock.
Non-U.S. holders should consult their tax advisors with respect to any such information reporting and backup withholding requirements.

Taxation as a REIT

General

We have elected to be taxed as a REIT under Sections 856 through 860 of the Internal Revenue Code. We believe we have been organized and
operated in a manner which allows us to qualify for taxation as a REIT under the Internal Revenue Code. We intend to continue to operate in
this manner. However, our qualification and taxation as a REIT depend upon our ability to meet, through actual annual operating results, asset
diversification, distribution levels and diversity of stock ownership, the various qualification tests imposed under the Internal Revenue Code.
Accordingly, there is no assurance that we have operated or will continue to operate in a manner so as to qualify or remain qualified as a REIT.
See ��Taxation as a REIT�Failure to qualify.�

The sections of the Internal Revenue Code that relate to the qualification and operation as a REIT are highly technical and complex. The
following sets forth the material aspects of the sections of the Internal Revenue Code that govern the federal income tax treatment of a REIT and
its stockholders. This summary is qualified in its entirety by the applicable Internal Revenue Code provisions, relevant rules and regulations
promulgated under the Internal Revenue Code, and administrative and judicial interpretations of the Internal Revenue Code.

If we qualify for taxation as a REIT, we generally will not be subject to federal corporate income taxes on net income that we currently distribute
to our stockholders. This treatment substantially eliminates the �double taxation,� once at the corporate level when earned and once again at the
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stockholder level when distributed, that generally results from investment in a corporation. However, we will be subject to federal income tax as
follows:

•  We will be taxed at regular corporate rates on any undistributed REIT taxable income, including
undistributed net capital gains.

•  We may be subject to the �alternative minimum tax� on our items of tax preference under certain
circumstances.

•  If we have (1) net income from the sale or other disposition of �foreclosure property� which is held primarily
for sale to customers in the ordinary course of business; or (2) other specified nonqualifying income from foreclosure
property, we will be subject to tax at the highest corporate rate on any net income from such foreclosure property,
including any gain from the disposition of the foreclosure property, other than income that would otherwise be
qualifying income for purposes of the 75% gross income test (as described below). Foreclosure property is real
property (including interests in real property) and any personal property incident to such real property (a) that is
acquired by a REIT as a result of the REIT having bid on the property at foreclosure, or having otherwise reduced the
property to ownership or possession by agreement or process of law, after there was a default (or default was
imminent) on a lease of the property or a mortgage loan held by the REIT and secured by the property, (b) for which
the related loan or lease was made, entered into or acquired by the REIT at a time when default was not imminent or
anticipated and (c) for which such REIT makes an election to treat the property as foreclosure property.

•  We will be subject to a 100% tax on any net income from prohibited transactions. Prohibited transactions
are, in general, certain sales or other dispositions of property held primarily for sale to customers in the ordinary
course of business other than foreclosure property.

•  If we fail to satisfy the 75% gross income test or the 95% gross income test (discussed below) but have
maintained qualification as a REIT because we satisfied certain other requirements, we will be subject to a 100% tax
on an amount equal to (1) the gross income attributable to the greater of (i) the amount by which we fail the 75% gross
income test, discussed below and (ii) the amount by which we fail the 95% gross income test discussed below
(2) multiplied by a fraction intended to reflect our profitability.

•  If we fail to satisfy any of the REIT asset tests (other than the 5% or 10% asset tests described below) by
more than a de minimis amount, due to reasonable cause and not due to willful neglect, and we nonetheless maintain
REIT qualification because of specified cure provisions, we will be required to pay a tax equal to the greater of
$50,000 or the highest corporate tax rate multiplied by the net income generated by the non-qualifying assets during
the period in which we failed to satisfy the asset tests.
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•  If we fail to satisfy any provision of the Internal Revenue Code that would result in our failure to qualify as a
REIT (other than a violation of the REIT gross income or asset tests described below) and the violation is due to
reasonable cause and not due to willful neglect, we may retain REIT qualification but it will be required to pay a
penalty of $50,000 for each such failure.

•  We may be required to pay monetary penalties to the IRS in certain circumstances, including if we fail to
meet record-keeping requirements intended to monitor our compliance with rules relating to the composition of our
stockholders, as described below in ��Taxation as a REIT�Requirements for qualification.�

•  We will be subject to a 4% excise tax on the excess of the required distribution over the amounts actually
distributed, or deemed distributed, during each calendar year. The required distribution for a calendar year equals the
sum of (1) 85% of our REIT ordinary income for the
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year, (2) 95% of our REIT capital gain net income for the year, and (3) any undistributed taxable income from prior periods.

•  If we acquire any asset from a corporation which is or has been a C corporation, i.e., generally a corporation
subject to full corporate-level tax, in a transaction such as a merger or other reorganization in which the basis of the
acquired asset in our hands is determined by reference to the basis of the asset in the hands of the C corporation, then
the acquired asset will be treated as a built-in gain asset. If we subsequently recognize gain on the disposition of the
built-in gain asset during the ten-year period beginning on the date on which we acquired the asset, then we will
generally be subject to tax at the highest regular corporate tax rate on this gain to the extent of the built-in gain. The
built-in gain is equal to the excess of (1) the fair market value of the asset over (2) our adjusted basis in the asset, in
each case determined as of the beginning of the ten-year period. The results described in this paragraph with respect to
the recognition of built-in gain assume that the C corporation from which the built-in gain asset was acquired will not
make an election pursuant to Section 1.337(d)-7(c)(5) of the Treasury Regulations. An election pursuant to
Section 1.337(d)-7(c)(5) of the Treasury Regulations would cause the C corporation to recognize gain as if it had sold
the property acquired by us to an unrelated party at fair market value. In the event of such an election, the property
acquired by us would not be treated as a built-in gain asset and we would not be subject to a corporate level tax if we
sold the property within ten years.

•  We could be subject to a 100% tax attributable to certain non-arm�s length transactions with any of our
taxable REIT subsidiaries or with tenants that receive services from such taxable REIT subsidiaries.

Requirements for qualification

The Internal Revenue Code defines a REIT as a corporation, trust or association that:

•  is managed by one or more trustees or directors;

•  issues transferable shares or transferable certificates to evidence its beneficial ownership;

•  would be taxable as a domestic corporation, but for Sections 856 through 859 of the Internal Revenue Code;

•  is not a financial institution or an insurance company within the meaning of certain provisions of the Internal
Revenue Code;
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•  is beneficially owned by 100 or more persons;

•  not more than 50% in value of the outstanding stock of which is owned, actually or constructively, by five or
fewer individuals, as defined in the Internal Revenue Code to include certain entities, during the last half of each
taxable year; and

•  meets certain other tests, described below, regarding the nature of its income and assets and the amount of its
distributions.

The Internal Revenue Code provides that the first four conditions must be met during the entire taxable year and that the fifth condition must be
met during at least 335 days of a taxable year of twelve months, or during a proportionate part of a taxable year of less than twelve months. The
fifth and sixth conditions do not apply until after the first taxable year for which an election is made to be taxed as a REIT. For purposes of the
sixth condition, pension funds and certain other tax-exempt entities are treated as individuals, subject to a �look-through� exception with respect to
pension funds.

We believe we have satisfied each of the above conditions. In addition, our charter provides for restrictions regarding ownership and transfer of
shares. These restrictions are intended to assist us in
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continuing to satisfy the share ownership requirements described above. These ownership and transfer restrictions are described in �Restrictions
on ownership and transfer.� These restrictions, however, may not ensure that we will, in all cases, be able to satisfy the share ownership
requirements. If we fail to satisfy these share ownership requirements, our status as a REIT will terminate unless we are eligible for specified
relief provisions as described below. However, if we comply with the rules contained in applicable Treasury Regulations that require us to
ascertain the actual ownership of our shares and we do not know, or would not have known through the exercise of reasonable diligence, that we
failed to meet the requirement described in the sixth condition, we will be treated as having met this requirement.

In addition, a corporation may not elect to become a REIT unless its taxable year is the calendar year. We have and will continue to have a
calendar taxable year.

Ownership of interests in partnerships and qualified REIT subsidiaries

In the case of a REIT which is a partner in a partnership, the Treasury Regulations provide that the REIT will be deemed to own its
proportionate share, generally in proportion to its capital interest in such partnership, of the assets of the partnership. Also, the REIT will be
deemed to be entitled to the income of the partnership attributable to its proportionate share, based on its capital interest, of such assets. The
character of the assets and gross income of the partnership retain the same character in the hands of the REIT for purposes of Section 856 of the
Internal Revenue Code, including satisfying the gross income tests and the asset tests. Thus, our proportionate share of the Operating
Partnership�s assets and items of income, including our share of these items of any partnership in which the Operating Partnership owns an
interest, are treated as our assets and items of income for purposes of applying the requirements described in this prospectus, including the
income and asset tests described below. We have included a brief summary of the rules governing the federal income taxation of partnerships
and their partners below in ��Tax aspects of partnerships and joint ventures.� We have direct control of the Operating Partnership and will continue
to operate the Operating Partnership consistent with the requirements for our qualification as a REIT. However, the Operating Partnership has
non-managing ownership interests in certain joint ventures. If a joint venture takes or expects to take actions which could jeopardize our status
as a REIT or subject us to tax, the Operating Partnership may be forced to dispose of its interest in such joint venture. In addition, it is possible
that a joint venture could take an action which could cause us to fail a REIT income or asset test, and that we would not become aware of such
action in a time frame which would allow the Operating Partnership to dispose of our interest in the joint venture or take other corrective action
on a timely basis. In such a case, we could fail to qualify as a REIT unless certain mitigation provisions applied.

We own 100% of the stock of several subsidiaries that are qualified REIT subsidiaries and we may acquire stock of one or more new
subsidiaries. A corporation will qualify as a qualified REIT subsidiary if we hold 100% of its stock directly and we do not elect to treat the
subsidiary as a taxable REIT subsidiary. A qualified REIT subsidiary will not be treated as a separate corporation, and all assets, liabilities and
items of income, deduction and credit of a qualified REIT subsidiary will be treated as our assets, liabilities and such items, as the case may be,
for all purposes of the Internal Revenue Code, including the REIT qualification tests. For this reason, references under ��Taxation as a REIT� to our
income and assets include the income and assets of each qualified REIT subsidiary. A qualified REIT subsidiary will not be subject to federal
income tax, and our ownership of the voting stock of a qualified REIT subsidiary will not violate the restrictions against ownership of securities
of any one issuer which constitute more than 10% of the value or total voting power of such issuer or more than 5% of the value of a REIT�s total
assets, as described below under ��Taxation as a REIT�Asset tests.�
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Ownership of interests in taxable REIT subsidiaries

The Internal Revenue Code provides that REITs may own more than ten percent of the voting power and value of securities in taxable REIT
subsidiaries. A corporation is treated as a taxable REIT subsidiary if a REIT owns stock in the corporation and the REIT and the corporation
jointly elect such treatment. In the event such an election is made, any corporation of which the taxable REIT subsidiary owns 35% of the total
voting power or value of the outstanding securities is also treated as a taxable REIT subsidiary. A taxable REIT subsidiary is a corporation
subject to U.S. Federal income tax as a regular �C� corporation and, where applicable, state and local corporate income taxes.

Although the activities and income of taxable REIT subsidiaries are subject to tax, taxable REIT subsidiaries are permitted to engage in certain
activities that the REIT could not engage in itself. Additionally, under certain limited conditions, a REIT may receive income from a taxable
REIT subsidiary that would be treated as rent. See the discussion under ��Taxation as a REIT�Income tests� below. As discussed more fully under
��Taxation as a REIT�Asset tests� below, not more than 20% (25% for taxable years beginning after December 31, 2008) of the fair market value of
a REIT�s assets can be composed of securities of taxable REIT subsidiaries and stock of a taxable REIT subsidiary is not a qualified asset for
purposes of the 75% asset test.

The amount of interest on related party debt a taxable REIT subsidiary may deduct is limited. Further, a 100% excise tax applies to any interest
payments by a taxable REIT subsidiary to its affiliated REIT to the extent the interest rate is set above a commercially reasonable level. A
taxable REIT subsidiary is permitted to deduct interest payments to unrelated parties without any such restrictions, although other interest
deduction limitation rules could apply.

The Internal Revenue Code allows the IRS to reallocate costs between a REIT and its taxable REIT subsidiary. Any deductible expenses
allocated away from a taxable REIT subsidiary would increase its tax liability, and the amount of such increase would be subject to interest
charges. Further, any amount by which a REIT understates its deductions and overstates those of its taxable REIT subsidiary will, subject to
certain exceptions, be subject to a 100% excise tax.

Affiliated REITs

The Operating Partnership indirectly owns more than 99% of the outstanding equity of Retail Property Trust, a Massachusetts business trust, and
Simon Kravco LLC, a Delaware limited liability company, each of which has elected to be taxed as a REIT. Each of these subsidiaries must
meet the REIT qualification tests discussed above. Each of them may be subject to tax on certain of its income as discussed above. See ��Taxation
as a REIT�General.� The failure of any or all of them to qualify as a REIT could cause us to fail to qualify as a REIT because we would own more
than 10% of the voting securities and value of an issuer that was not a REIT, a qualified REIT subsidiary or a taxable REIT subsidiary unless
certain mitigation provisions applied. We believe that each of these subsidiaries has been organized and operated in a manner that will permit us
to qualify as a REIT.

Income tests
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We must satisfy two gross income requirements annually to maintain qualification as a REIT. First, in each taxable year we must derive directly
or indirectly at least 75% of our gross income, excluding gross income from prohibited transactions, from investments relating to real property
or mortgages on real property, including �rents from real property,� dividends from other REITs (but not taxable REIT subsidiaries), and, in
certain circumstances, income from certain types of temporary investments. Second, in each taxable year we must derive at least 95% of our
gross income, excluding gross income from prohibited transactions, from these real property investments, dividends, including dividends from
taxable REIT subsidiaries, interest and gain from the sale or disposition of stock or securities, or from any combination of the foregoing. The
term �interest� generally does not include any amount received
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or accrued, directly or indirectly, if the determination of the amount depends in whole or in part on the income or profits of any person.
However, an amount received or accrued generally will not be excluded from the term �interest� solely by reason of being based on a fixed
percentage or percentages of receipts or sales.

Rents

Rents we receive will qualify as �rents from real property� in satisfying the gross income requirements for a REIT described above only if the
following conditions are met:

•  the amount of rent 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 receipts or sales;

•  except for rents received from a taxable REIT subsidiary as discussed below, rents received from a tenant
will not qualify as �rents from real property� in satisfying the gross income tests if the REIT, or an actual or constructive
owner of 10% or more of the REIT, actually or constructively owns, in the case of a corporate tenant, 10% or more of
the stock by vote or value of such tenant, and, in the case of any other tenant, 10% or more of the profits or capital of
such tenant;

•  if such rent is received from a taxable REIT subsidiary with respect to any property, no more than 10% of the
leased space at the property may be leased to taxable REIT subsidiaries and related party tenants and rents received
from such property must be substantially comparable to rents paid by other tenants, except related party tenants, of the
REIT�s property for comparable space;

•  if rent 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 personal property will not qualify
as �rents from real property;� and

•  for rents received to qualify as �rents from real property,� the REIT generally must not furnish or render
services to the tenants of the property, subject to a 1% de minimis exception, other than through an independent
contractor from whom the REIT derives no revenue or through a taxable REIT subsidiary. The REIT may, however,
directly perform certain services that are �usually or customarily rendered� in connection with the rental of space for
occupancy only and are not otherwise considered �rendered to the occupant� of the property.
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We do not and will not, and as the general partner of the Operating Partnership will not permit the Operating Partnership to:

•  charge rent for any property that is based in whole or in part on the income or profits of any person, except
by reason of being based on a percentage of receipts or sales, as described above;

•  lease any property to a related party tenant unless we determine that the income from such lease would not
jeopardize our status as a REIT;

•  lease any property to a taxable REIT subsidiary, unless we determine not more than 10% of the leased space
at such property is leased to related party tenants and our taxable REIT subsidiaries and the rents received from such
lease are substantially comparable to those received from other tenants, except rent from related party tenants, of us
for comparable space;

•  derive rental income attributable to personal property, other than personal property leased in connection with
the lease of real property, the amount of which is less than 15% of the total rent received under the lease; or
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•  perform services considered to be rendered to the occupant of the property, other than through an
independent contractor from whom the Operating Partnership derives no revenue or through a taxable REIT
subsidiary, unless we determine that the income from such services would not jeopardize our qualification as a REIT.

Although members of the Simon family may own up to a 10% interest in the Operating Partnership�s tenants, the Simon family does not currently
own a sufficient interest to cause any of such tenants to become a related party tenant with the exception of one small tenant in Circle Center
Mall in Indianapolis, Indiana. Income from a related party tenant does not qualify in satisfying the 75% income test or the 95% income test. As
previously indicated, the Operating Partnership will not lease property to any related party tenant unless it determines that the income from such
tenant would not jeopardize our status as a REIT.

Although the Operating Partnership and other of our affiliates will perform all development, construction and leasing services for, and will
operate and manage, wholly-owned properties directly without using an �independent contractor,� we believe that, in almost all instances, the only
services to be provided to lessees of these properties will be those usually or customarily rendered in connection with the rental of space for
occupancy only. To the extent any non-customary services are provided, such services shall generally, but not necessarily in all cases, be
performed by a taxable REIT subsidiary. In any event, we intend that the amounts we receive for non-customary services that may constitute
�impermissible tenant service income� from any one property will not exceed 1% of the total amount collected from such property during the
taxable year.

A REIT is subject to a 100% excise tax on any rents it receives from tenants receiving services from a taxable REIT subsidiary to the extent such
rents are above the amount that would be charged to tenants not receiving such services, unless:

•  the taxable REIT subsidiary provides a substantial amount of services to third parties at the same prices
offered to tenants of the REIT;

•  rents for comparable leased space at the REIT�s property received from tenants not receiving such services
and leasing at least 25% of the REIT�s net leasable space are comparable to rents charged to tenants who receive
services from the taxable REIT subsidiary and charges for such services are separately stated; or

•  income from the taxable REIT subsidiary providing services to the REIT�s tenants is at least 150% of the
direct costs of providing the services.

If we fail to satisfy one or both of the 75% or 95% gross income tests for any taxable year, we may nevertheless qualify as a REIT for the year if
we are entitled to relief under certain provisions of the Internal Revenue Code. Generally, we may avail ourselves of the relief provisions if:
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•  following our identification of the failure to meet these tests for any taxable year, we file a schedule with the
IRS setting forth each item of our gross income for purposes of the 75% or 95% gross income tests for such taxable
year in accordance with Treasury Regulations to be issued; and

•  our failure to meet these tests was due to reasonable cause and not due to willful neglect.

It is not possible, however, to state whether in all circumstances we would be entitled to the benefit of these relief provisions. If these relief
provisions do not apply to a particular set of circumstances, we will not qualify as a REIT. As discussed above in ��Taxation as a REIT�General,�
even if these relief provisions apply, and we retain our status as a REIT, a tax would be imposed with respect to our excess net income. We may
not always be able to maintain compliance with the gross income tests for REIT qualification despite periodic monitoring of our income.
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Hedging transactions and foreign currency gain

The Operating Partnership enters into hedging transactions with respect to one or more of its assets or liabilities in the ordinary course of its
business. Hedging transactions take a variety of forms, including interest rate swaps or cap agreements, options, futures, contracts, forward rate
agreements or similar financial instruments. Except to the extent provided by Treasury Regulations, any income from a hedging transaction
(i) entered into on or after January 1, 2005, and made in the normal course of business primarily to manage risk of interest rate or price changes
or currency fluctuations with respect to borrowings made or to be made, or ordinary obligations incurred or to be incurred by the Operating
Partnership to acquire or own real estate assets will not constitute gross income for purposes of the 95% gross income test or (ii) entered into
after July 30, 2008, primarily to manage the risk of interest rate or price changes or currency fluctuations with respect to any item of income or
gain that would be qualifying income under the 75% or 95% gross income tests (or any property which generates such income or gain), which is
clearly identified as such before the close of the day on which it was acquired, originated or entered into, including gain from the disposition of
such a transaction, will not constitute gross income for both of the 95% gross income test and the 75% gross income test. To the extent the
Operating Partnership enters into other types of hedging transactions, the income from those transactions is likely to be treated as non-qualifying
income for purposes of both the 75% and 95% gross income tests. The Operating Partnership intends to structure any hedging transactions in a
manner that does not jeopardize our qualification as a REIT.

As a result of the Operating Partnership�s interests in overseas real estate it also recognizes income from foreign currency gain. Income from
foreign currency gain recognized by the Operating Partnership with respect to any item of income paid or accrued in a foreign currency is treated
as qualifying income under the 75% and 95% gross income tests to the extent that the underlying income so qualifies.

Asset tests

At the close of each quarter of our taxable year, we also must satisfy three tests relating to the nature and diversification of our assets. First, at
least 75% of the value of our total assets must be represented by real estate assets, including stock of other REITs, cash, cash items and
government securities. For purposes of this test, real estate assets include stock or debt instruments that are purchased with the proceeds of a
stock offering or a long-term (at least five years) public debt offering, but only for the one-year period beginning on the date we receive such
proceeds. Second, not more than 25% of our total assets may be represented by securities, other than those securities includable in the 75% asset
test. Third, not more than 20% (25% for taxable years commencing after December 31, 2008) of the value of our total assets may be represented
by securities of one or more taxable REIT subsidiaries, and except with respect to taxable REIT subsidiaries and qualified REIT subsidiaries, of
the investments included in the 25% asset class, the value of any one issuer�s securities may not exceed 5% of the value of our total assets, and
we may not own more than 10% of any one issuer�s outstanding voting securities or more than 10% of the total value of any one issuer�s
outstanding securities other than certain securities qualifying as �straight debt� and other excluded securities, as described in the Internal Revenue
Code, including, but not limited to, any loan to an individual or an estate, any obligation to pay rents from real property and any security issued
by a REIT. Additionally, (i) our interest as a partner in a partnership is not considered a security for purposes of applying the 10% value test;
(ii) any debt instrument issued by a partnership (other than straight debt or other excluded security) will not be considered a security issued by
the partnership if at least 75% of the partnership�s gross income is derived from sources that would qualify for the 75% REIT gross income test,
and (iii) any debt instrument issued by a partnership (other than straight debt or other excluded security) will not be considered a security issued
by the partnership to the extent of our interest as a partner in the partnership.
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After initially meeting the asset tests at the close of any quarter, we will not lose our status as a REIT for failure to satisfy the asset tests at the
end of a later quarter solely by reason of changes in asset values. If we fail to satisfy the asset tests because we acquire securities or other
property during a quarter, including an increase in our interests in assets held, directly or indirectly, by the Operating Partnership, we can cure
this failure by disposing of sufficient non-qualifying assets within 30 days after the close of that quarter. We believe we have maintained and
will continue to maintain adequate records of the value of our assets to ensure compliance with the asset tests and to take such other actions
within the 30 days after the close of any quarter as may be required to cure any noncompliance. For taxable years commencing on or after
January 1, 2005, if we fail to satisfy the 5% or 10% asset tests described above after the 30 day cure period, we will be deemed to have met such
tests if (1) the value of our non-qualifying assets does not exceed the lesser of (a) 1% of the total value of our assets at the end of the applicable
quarter or (b) $10,000,000, (2) we dispose of the non-qualifying assets (or otherwise cure our failure to meet the asset test) within (a) six months
after the last day of the quarter in which the failure to satisfy the asset tests is discovered or (b) the period of time prescribed by Treasury
Regulations to be issued and (3) we disclose certain information to the IRS. For violations due to reasonable cause and not willful neglect that
are in excess of the de minimis exception described above, we may avoid disqualification as a REIT under any of the asset tests, after the 30 day
cure period, by taking steps including (1) disposing of the non-qualifying assets (or otherwise curing our failure to meet the asset test) within
(a) six months after the last day of the quarter in which the failure to satisfy the asset tests is discovered or (b) the period of time prescribed by
Treasury Regulations to be issued, (2) paying a tax equal to the greater of (a) $50,000 or (b) the highest corporate tax rate multiplied by the net
income generated by the non-qualifying assets, and (3) disclosing certain information to the IRS. If we cannot avail ourselves of these relief
provisions, or if we fail to timely cure any noncompliance with the asset tests, we would cease to qualify as a REIT.

Annual distribution requirements

To maintain qualification as a REIT, we are required to distribute dividends, other than capital gain dividends, to our stockholders in an amount
at least equal to the difference between (1) the sum of 90% of our �REIT taxable income,� computed without regard to the dividends paid
deduction and net capital gain, and 90% of our after tax net income, if any, from foreclosure property, and (2) the amount of certain items of
non-cash income, i.e., income attributable to leveled stepped rents, original issue discount on purchase money debt, or a like-kind exchange that
is later determined to be taxable, in excess of 5% of �REIT taxable income.� In addition, if we are allocated any built-in gain as a result of the
disposition during the restriction period of any asset subject to the built-in gain rules, then we will be required to distribute at least 90% of such
built-in gain less the amount of tax we incurred as a result of such gain.

Dividends declared and payable to stockholders of record in the last three months of any year must be paid by the end of January of the year
following the taxable year in which the dividends were declared, unless they were declared before the due date of our tax return for the taxable
year in which they were declared. If they were declared before such due date, whether declared in the last three months of the year or otherwise,
they must be distributed on or before the end of January of the following taxable year, or, if later, the earlier of the first regular dividend
payment after the declaration or the close of the taxable year following the taxable year to which they relate. The amount distributed must not be
preferential. This means that every stockholder of the class of stock to which a distribution is made must be treated the same as every other
stockholder of that class, and no class of stock may be treated otherwise than in accordance with its dividend rights as a class. We believe we
have made and will continue to make timely distributions sufficient to satisfy these annual distribution requirements.

We expect that our REIT taxable income will be less than our cash flow due to the allowance of depreciation and other non-cash charges in
computing REIT taxable income. Accordingly, we should
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generally have sufficient cash or liquid assets to satisfy the distribution requirements described above. However, from time to time, we may not
have sufficient cash or other liquid assets to meet these distribution requirements due to timing differences between the actual receipt of income
and actual payment of deductible expenses, and the inclusion of income and deduction of expenses in arriving at our taxable income. If these
timing differences occur, in order to meet the distribution requirements, we may need to arrange for short-term, or possibly long-term,
borrowings or need to pay dividends in the form of taxable stock dividends. To the extent we satisfy the distribution requirements but distribute
less than 100% of the net capital gain or 100% of our REIT taxable income, we will be subject to tax on such income at regular corporate rates.

Under certain circumstances, we may be able to rectify a failure to meet the distribution requirement for a year by paying �deficiency dividends� to
stockholders in a later year, which may be included in our deduction for dividends paid for the earlier year. Thus, we may be able to avoid being
taxed on amounts distributed as deficiency dividends. However, we will be required to pay interest based upon the amount of any deduction
taken for deficiency dividends.

Furthermore, we would be subject to a 4% excise tax on the excess of the required distribution over the amounts actually distributed if we should
fail to distribute during each calendar year, or in the case of distributions with declaration and record dates falling in the last three months of the
calendar year, by the end of January immediately following such year, at least the sum of 85% of our REIT ordinary income for such year, 95%
of our REIT capital gain income for the year and any undistributed taxable income from prior periods. Any REIT taxable income and net capital
gain on which corporate income tax is imposed for any year is treated as an amount distributed during that year for purposes of calculating such
tax.

Property transfers

Any gain we realize on the sale of any property held as inventory or other property held primarily for sale to customers in the ordinary course of
business, including our share of any such gain realized by the Operating Partnership, either directly or through its subsidiary partnerships, will be
treated as income from a prohibited transaction that is subject to a 100% penalty tax. This prohibited transaction income may also adversely
affect our ability to satisfy the income tests for qualification as a REIT. Under existing law, whether property is held as inventory or primarily
for sale to customers in the ordinary course of a trade or business is a question of fact that depends on all the facts and circumstances
surrounding the particular transaction. However, the Internal Revenue Code provides a safe harbor pursuant to which limited sales of properties
held at least four years and meeting certain additional requirements will not be treated as prohibited transactions. In the case of sales made after
July 30, 2008, the required holding period has been reduced to two years, and one of the other requirements has been modified in a manner that
may permit us to qualify more sales under the safe harbor provisions. Nevertheless, compliance with the safe harbor is not always practical. We
intend to hold properties for investment with a view to long-term appreciation, to engage in the business of acquiring, developing and owning
properties and to make occasional sales of the properties as are consistent with our investment objectives. However, the IRS may successfully
contend that some or all of the sales the Operating Partnership or its subsidiaries make are prohibited transactions. We would be subject to the
100% penalty tax on our allocable share of the gains resulting from any such sales.

Failure to qualify

In the event that we violate a provision of the Internal Revenue Code that would result in our failure to qualify as a REIT (other than violations
of the REIT gross income or asset tests, as described above, for which other specified cure provisions are available), we would be entitled to
retain our status as a REIT if (1) the violation is due to reasonable cause and not due to willful neglect, and (2) we pay a penalty of $50,000 for
each failure to satisfy the provisions. If we fail to qualify for
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taxation as a REIT in any taxable year, and the 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. Distributions to stockholders in any year in which we fail to qualify will not be
deductible by us and we will not be required to distribute any amounts to our stockholders. As a result, our failure to qualify as a REIT would
reduce the cash available for distribution to our stockholders. In addition, if we fail to qualify as a REIT, all distributions to stockholders will be
taxable as ordinary income to the extent of our current and accumulated earnings and profits, and subject to certain limitations of the Internal
Revenue Code, corporate distributees may be eligible for the dividends received deduction and non-corporate stockholders may be eligible for
reduced rates of tax on dividend distributions. Unless entitled to relief under specific statutory provisions, we will also be disqualified from
taxation as a REIT for the four taxable years following the year during which we lost our qualification. It is not possible to state whether in all
circumstances we would be entitled to this statutory relief.

Tax aspects of partnerships and joint ventures

General

Substantially all of our income-producing properties are held directly or indirectly through the Operating Partnership. In general, partnerships
are �pass-through� entities which are not subject to federal income tax. Rather, partners are allocated their proportionate shares of the items of
income, gain, loss, deduction and credit of a partnership, and are potentially subject to tax thereon, without regard to whether the partners
receive a distribution from the partnership. We include in our income our proportionate share of the foregoing partnership items for purposes of
the various REIT income tests and in the computation of our REIT taxable income. Moreover, for purposes of the REIT asset tests, we will
include our proportionate share of assets held through partnerships. See ��Taxation as a REIT�Ownership of interests in partnerships and qualified
REIT subsidiaries.�

Entity classification

Our interests in partnerships, including joint ventures, involve special tax considerations, including the possibility of a challenge by the IRS of
the status of a partnership as a partnership as opposed to an association taxable as a corporation for federal income tax purposes. If a partnership
were treated as an association, it would be taxable as a corporation and therefore be subject to an entity-level tax on its income. In such a
situation, the character of our assets and items of gross income would change and preclude us from satisfying the asset tests and possibly the
income tests. See ��Taxation as a REIT�Asset tests� and ��Taxation as a REIT�Income tests�. This, in turn, would prevent us from qualifying as a REIT.
See ��Taxation as a REIT�Failure to qualify� for a discussion of the effect of a failure to meet these tests for a taxable year. In addition, a change in a
partnership�s status for tax purposes might be treated as a taxable event. If so, we might incur a tax liability without any related cash distributions.

Treasury Regulations provide that a domestic business entity not otherwise classified as a corporation and which has at least two members will
be taxed as a partnership for federal income tax purposes unless it elects to be treated as a corporation. In addition, such an entity which did not
exist, or did not claim a classification, prior to January 1, 1997, will be classified as a partnership for federal income tax purposes unless it elects
otherwise. The Operating Partnership and each of its subsidiary partnerships have claimed classification as a partnership, and, as a result, we
believe such partnerships will be classified as partnerships for federal income tax purposes.
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for tax purposes has elected to be taxed as a partnership or as a taxable REIT subsidiary. Certain foreign entities with only one member are also
taxed as corporations unless the entity elects to have its existence as separate from its member disregarded for tax purposes. Each such single
member entity has elected either to be treated as a disregarded entity or to be taxed as a taxable REIT subsidiary.

Allocations of partnership income, gain, loss and deduction

A partnership is not a taxable entity for federal income tax purposes. Rather, a partner is required to take into account its allocable share of a
partnership�s income, gains, losses, deductions and credits for any taxable year of the partnership ending within or with the taxable year of the
partner, without regard to whether the partner has received or will receive any distributions from the partnership. Although a partnership
agreement will generally determine 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 as to substantial economic effect.

If an allocation is not recognized for federal income tax purposes because it does not have substantial economic effect, the item subject to the
allocation will be reallocated in accordance with the partners� 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. The allocations of our taxable income
and loss and those of our subsidiary partnerships are intended to comply with the requirements of Section 704(b) of the Internal Revenue Code
and the Treasury Regulations promulgated thereunder.

State and local tax considerations

We are, and our stockholders may be, subject to state or local taxation in various state or local jurisdictions where we, our affiliates and our
stockholders transact business or reside. The state and local tax treatment of us and our investors may not conform to the federal income tax
consequences discussed above. Consequently, prospective investors should consult their own tax advisors regarding the effect of state and local
tax laws on their investment.

Possible Federal tax developments

The rules dealing with federal income taxation are constantly under review by the IRS, the Treasury Department and Congress. New federal tax
legislation or other provisions may be enacted into law or new interpretations, rulings or Treasury Regulations could be adopted, all of which
could affect the taxation of us, our affiliated entities and our stockholders. No prediction can be made as to the likelihood of passage of any new
tax legislation or other provisions either directly or indirectly affecting us or our stockholders. Consequently, the tax treatment described herein
may be modified prospectively or retroactively by legislative action.

The preceding discussion of certain U.S. Federal income tax considerations is for general information only and is not tax advice. Accordingly,
you should consult your own tax adviser as to particular tax consequences to you of purchasing, holding and disposing of the shares of our
common stock, including the applicability and effect of any state, local or foreign tax laws, and of any proposed changes in applicable laws.
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LEGAL MATTERS

Unless otherwise specified in a prospectus supplement, the validity of the securities offered hereby and certain federal income tax matters will be
passed upon for us by Baker & Daniels LLP, Indianapolis, Indiana and for any underwriters, dealers or agents by counsel named in the
applicable prospectus supplement.

EXPERTS

Ernst & Young LLP, independent registered public accounting firm, has audited our consolidated financial statements and schedule incorporated
by reference or included in our Annual Report on Form 10-K for the year ended December 31, 2008, and the effectiveness of our internal control
over financial reporting as of December 31, 2008, as set forth in their reports, which are incorporated by reference in this prospectus and
elsewhere in the registration statement. Our financial statements and schedule are incorporated by reference in reliance on Ernst & Young LLP�s
reports, given on their authority as experts in accounting and auditing.

DISCLOSURE OF COMMISSION POSITION ON INDEMNIFICATION FOR SECURITIES ACT LIABILITIES

Pursuant to our charter and bylaws, we will indemnify any of our officers or directors who is made or threatened to be made a party to any
action, suit or proceeding by reason of the fact that he or she was an officer or director to the fullest extent permitted by Delaware law. Insofar as
indemnification for liabilities arising under the Securities Act may be permitted to directors, officers and persons controlling the registrant
pursuant to the foregoing provisions, we have been informed that in the opinion of the Securities and Exchange Commission such
indemnification is against public policy as expressed in the Act and is therefore unenforceable.

FORWARD-LOOKING STATEMENTS MAY PROVE INACCURATE

This prospectus may contain or incorporate forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and
Section 21E of the Securities Exchange Act of 1934. You can identify these forward-looking statements by our use of the words �believes,�
�anticipates,� �plans,� �expects,� �may,� �will,� �intends,� �estimates� and similar expressions, whether in the negative or affirmative. Although we believe the
expectations reflected in any forward-looking statements are based on reasonable assumptions, we can give no assurance that our expectations
will be attained, and it is possible that our actual results may differ materially from those indicated by these forward-looking statements due to a
variety of risks and uncertainties. Those risks and uncertainties incidental to the ownership and operation of commercial real estate include, but
are not limited to: national, international, regional and local economic climates, competitive market forces, changes in market rental rates, trends
in the retail industry, the inability to collect rent due to the bankruptcy or insolvency of tenants or otherwise, risks associated with acquisitions,
the impact of terrorist activities, environmental liabilities, maintenance of REIT status, the availability of financing, changes in market rates of
interest, and exchange rates for foreign currencies. We have included important factors in the cautionary statements contained or incorporated in
this prospectus, particularly under the heading �Risk Factors� in our Annual Report on Form 10-K and other periodic reports, that we believe could
cause our actual results to differ materially from the forward-looking statements that we make. We do not intend to update information contained
in any forward-looking statement we make.
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INCORPORATION OF INFORMATION WE FILE WITH THE SEC

The SEC allows us to �incorporate by reference� the information we file with them, which means:

•  incorporated documents are considered part of the prospectus;

•  we can disclose important information to you by referring you to those documents; and

•  information that we file with the SEC will automatically update and supersede the information in this
prospectus and any information that was previously incorporated in this prospectus.

Our Exchange Act filing number is 1-14469.

The information incorporated by reference is considered to be part of this prospectus and later information that we file with the SEC will
automatically update and supersede this information. We incorporate by reference the following documents and any future filings we make with
the SEC under Sections 13(a), 13(c) 14 or 15(d) of the Exchange Act (other than documents or information deemed to have been furnished and
not filed in accordance with the SEC rules) until we have sold all of the securities to which this prospectus relates or the offering is otherwise
terminated:

•  Annual Report on Form 10-K for the year ended December 31, 2008;

•  Current Report on Form 8-K filed February 13, 2009; and

•  The description of the shares of common stock contained in the Registration Statement on Form 8-A/A filed
on September 24, 1998, including any amendment or report filed for the purpose of updating such description.

To receive a free copy of any of the documents incorporated by reference in this prospectus (other than exhibits, unless they are specifically
incorporated by reference in the documents), call or write us at the following address: Simon Property Group, 225 West Washington Street,
Indianapolis, IN 46204, Attention: Investor Relations (317/685-7330).
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