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PROXY STATEMENT OF SAN FRANCISCO FLOWER GROWERS ASSOCIATION

PROSPECTUS OF KILROY REALTY CORPORATION

Merger Proposal Your Vote Is Important

We are pleased to report that the board of directors of San Francisco Flower Growers Association, a California
Corporation, which we refer to as SFFGA, has approved a merger involving SFFGA and KR SFFGA, LLC, a
Delaware limited liability company and a wholly-owned subsidiary of Kilroy Realty Corporation, a Maryland
corporation, which we refer to as Kilroy Realty. Before we can complete the merger we must obtain the approval of
the shareholders of SFFGA. We are sending you this proxy statement-prospectus to invite you to attend a special
meeting of the shareholders of SFFGA, which will be held on Thursday, September 11, 2014, at 4:00 P.M. Pacific
time, at the Basque Cultural Center, 599 Railroad Avenue, South San Francisco, California.

At the special meeting, you will be asked to adopt the merger agreement between Kilroy Realty, KR SFFGA, LLC,
SFFGA and the SFFGA Representative, that provides for Kilroy Realty s acquisition of SFFGA through the merger of
SFFGA with and into KR SFFGA, LLC, which we refer to as the merger, and approve the principal terms of the
merger. If the merger is completed, each share of common stock of SFFGA, no par value per share, which we refer to
as SFFGA common stock, will be converted into the right to receive shares of common stock of Kilroy Realty, $0.01
par value per share, which we refer to as Kilroy Realty common stock, based on the calculation described in

Description of the Merger Agreement Consideration to be Received in the Merger in this proxy statement-prospectus.
The aggregate merger consideration to be paid by Kilroy Realty to all of SFFGA s shareholders is expected to be
approximately $22.0 million (subject to adjustment as described herein). Subject to the payment of cash in lieu of
fractional shares, Kilroy Realty will pay 100% of the merger consideration in shares of Kilroy Realty common stock.
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A portion of the aggregate merger consideration equal to $2.5 million in Kilroy Realty common stock, which we refer
to as the escrowed merger consideration, will be withheld from payment to the SFFGA shareholders at closing and
contributed to an escrow account to support certain indemnification and reimbursement obligations of the SFFGA
shareholders under the merger agreement. Shares of Kilroy Realty common stock will be released from the escrow
account in accordance with the terms and conditions set forth in the merger agreement and an escrow agreement to be
entered into at the closing. We refer to the remaining merger consideration (the shares of Kilroy Realty common stock
not delivered to the escrow account) which you shall receive in common stock, as the closing merger consideration.

The exchange ratio used to determine the number of shares of Kilroy Realty common stock to be received for each
share of SFFGA common stock will be determined based on the average closing price per share of Kilroy Realty
common stock on the New York Stock Exchange, as reported by the Wall Street Journal during the 10 trading day
period ending on the second trading day prior to completion of the merger, which we refer to as the reference period
and the average closing price during such period is referred to as the reference price. The merger consideration is
subject to proration and adjustment as described in this proxy statement-prospectus, and the exchange ratio
will not be determined until after the date of the special meeting. Therefore, at the time of the special meeting,
you will not know the precise value of the merger consideration you may receive on the date the merger is
completed.

Assuming (i) no adjustment to the aggregate merger consideration approximated above, (ii) the 540.88 shares of
SFFGA common stock currently outstanding remain unchanged at the closing, based upon a reference price of $62.50,
which is equal to the reference price if it were calculated as of August 1, 2014, the latest practicable date prior to the
date of this proxy statement-prospectus and (iii) that the SFFGA shareholders are entitled to receive the full amount of
the escrowed merger consideration, the merger consideration that a SFFGA shareholder would be entitled to receive
for each share of SFFGA common stock, would be 650.91 shares of Kilroy Realty common stock for each share of
SFFGA common stock, or approximately $40,681.85 per share based upon the reference price. Assuming no
adjustment to the aggregate merger consideration and a reference price of $62.50, we estimate that Kilroy Realty may
issue up to 352,064.00 shares of Kilroy Realty common stock to SFFGA shareholders as contemplated by the merger
agreement.

Kilroy Realty common stock is traded on the New York Stock Exchange under the symbol KRC. The closing price of
Kilroy Realty common stock on August 1, 2014 was $61.20 per share.

The merger cannot be completed unless the holders of at least a majority of the outstanding shares of SFFGA common
stock entitled to vote adopt the merger agreement and approve the principal terms of the merger. Your board of
directors has adopted the merger agreement and recommends that you vote FOR the adoption of the merger
agreement and the approval of the principal terms of the merger at the special meeting. Your board of
directors also recommends that you vote FOR the approval to adjourn the special meeting to permit further
solicitation in the event that an insufficient number of shares entitled to vote are present in person or by proxy
to adopt the merger agreement and approve the principal terms of the merger.

Additional information regarding the merger, the merger agreement, the sale of the investment properties,
SFFGA and Kilroy Realty is set forth in the attached proxy statement-prospectus. We urge you to read this
entire document carefully, including the section entitled Risk Factors beginning on page 19.

Neither the Securities and Exchange Commission nor any state securities regulatory body has approved or
disapproved of the securities to be issued by Kilroy Realty in connection with the merger or determined if this

proxy statement-prospectus is accurate or adequate. Any representation to the contrary is a criminal offense.
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YOUR VOTE IS IMPORTANT
WHETHER OR NOT YOU PLAN TO ATTEND THE MEETING, PLEASE COMPLETE, SIGN, DATE,
AND RETURN THE ACCOMPANYING PROXY CARD IN THE ENCLOSED POSTAGE-PAID
ENVELOPE

This proxy statement-prospectus is dated August 14, 2014, and is first being mailed to the SFFGA shareholders on or
about August 20, 2014.
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San Francisco Flower Growers Association

644 Brannan Street
San Francisco, California 94107

Notice of Special Meeting of Shareholders
Date: September 11, 2014
Time: 4:00 P.M., Pacific time
Place: Basque Cultural Center, 599 Railroad Avenue, South San Francisco, California
TO SAN FRANCISCO FLOWER GROWERS ASSOCIATION SHAREHOLDERS:

NOTICE IS HEREBY GIVEN that San Francisco Flower Growers Association will hold a special meeting of
shareholders on September 11, 2014 at 4:00 P.M., Pacific time, at the Basque Cultural Center, 599 Railroad Avenue,
South San Francisco, California. The purpose of the meeting is to consider and vote on the following matters:

a proposal to adopt the Agreement and Plan of Merger, dated as of July 11, 2014, by and among Kilroy
Realty Corporation, a Maryland corporation, KR SFFGA, LLC, a wholly-owned subsidiary of Kilroy Realty,
San Francisco Flower Growers Association and the SFFGA Representative, and approve the principal terms
of the merger contemplated thereby. A copy of the merger agreement is included as Annex A to the proxy
statement-prospectus accompanying this notice; and

the approval to adjourn the special meeting to permit further solicitation in the event that an insufficient

number of shares entitled to vote are present in person or by proxy to adopt the merger agreement and

approve the principal terms of the merger.
Holders of record of SFFGA common stock at the close of business on August 11, 2014 are entitled to receive this
notice and to vote at the special meeting and any adjournments or postponements thereof. Adoption of the merger
agreement and the approval of the principal terms of the merger requires the affirmative vote at the special meeting of
holders of at least a majority of the outstanding shares of SFFGA common stock entitled to vote. If the merger
agreement is adopted and the principal terms of the merger contemplated thereby are approved by the required vote of
SFFGA shareholders, holders of shares of SFFGA common stock who do not vote to adopt the merger agreement and
approve the principal terms of the merger may be entitled to dissenter s rights and receive cash for the fair market
value of their shares of SFFGA common stock. A summary of the dissenter s rights that may be available to you
pursuant to Sections 1300 through 1313 of the California General Corporation Law is provided in the section entitled

The Merger SFFGA Shareholder Dissenter s Rights on page 51.

Approval of the proposal to adjourn the special meeting, if necessary, requires the affirmative vote of holders of at
least a majority of the shares of SFFGA common stock entitled to vote, present in person or by proxy, if a quorum is
present. In the absence of a quorum, the holders of a majority of the shares of SFFGA common stock entitled to vote
present in person or by proxy may adjourn the special meeting.
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The board of directors of SFFGA recommends that you vote FOR the adoption of the merger agreement and
the approval of the principal terms of the merger. The board of directors also recommends that you vote FOR
the approval to adjourn the special meeting to permit further solicitation in the event that an insufficient
number of shares entitled to vote are present in person or by proxy to adopt the merger agreement and
approve the principal terms of the merger.

Your vote is important. To ensure that your shares are voted at the special meeting, please promptly complete, sign
and return the proxy form in the enclosed prepaid envelope whether or not you plan to attend the meeting in person.
Stockholders who attend the special meeting may revoke their proxies and vote in person, if they so desire.

San Francisco, California

August 20, 2014

By Order of the Board of Directors
/s/ Angelo Stagnaro, Jr.

President
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ADDITIONAL INFORMATION

This proxy statement-prospectus incorporates important business and financial information about Kilroy Realty from
documents that are not included in or delivered with this proxy statement-prospectus. You can obtain the documents
incorporated by reference in this proxy statement-prospectus without charge through the Securities and Exchange
Commission, or SEC, website (http://www.sec.gov) or upon written or oral request to Kilroy Realty as follows:

Attention: Investor Relations
Kilroy Realty Corporation
12200 West Olympic Boulevard, Suite 200
Los Angeles, California 90064
(310) 481-8400
To obtain information in time for the special meeting, your request should be received by August 29, 2014.

For additional details about where you can find information about Kilroy Realty or SFFGA, see Where You Can Find
More Information on page 99.

You should rely only on the information contained or incorporated by reference in this proxy statement-prospectus.
We have not authorized anyone to provide you with different information. This proxy statement-prospectus is dated
August 14, 2014. You should not assume that information contained or incorporated by reference in this proxy
statement-prospectus is accurate as of any date other than that date. Neither the mailing of this proxy
statement-prospectus to the SFFGA shareholders nor the issuance by Kilroy Realty of its common stock in the merger
will create any implication to the contrary.

SFFGA has supplied all information relating to SFFGA contained in this proxy statement-prospectus, and Kilroy
Realty has supplied all information relating to Kilroy Realty contained or incorporated by reference in this proxy
statement-prospectus.

Information on the Internet websites of Kilroy Realty or SFFGA is not part of this proxy statement-prospectus. You
should not rely on that information in deciding how to vote on the proposal to approve the merger agreement unless
that information is in this proxy statement-prospectus or has been incorporated by reference into this proxy
statement-prospectus.
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QUESTIONS AND ANSWERS ABOUT THE MERGER

What am I being asked to vote on? What is the proposed transaction?

You are being asked to vote on the adoption of a merger agreement that provides for Kilroy Realty Corporation s,
or Kilroy Realty s, acquisition of San Francisco Flower Growers Association, or SFFGA, through the merger of
SFFGA with and into KR SFFGA, LLC, a wholly-owned subsidiary of Kilroy Realty, which we refer to as the
merger sub, and the approval of the principal terms of such merger. As a result of the merger, following the
effective time of the merger, you will become a shareholder of Kilroy Realty.

What will SFFGA shareholders be entitled to receive in the merger?

If the merger is completed, the shares of SFFGA common stock that you own of record immediately prior to the
effective time of the merger will be converted into the right to receive shares of Kilroy Realty common stock.
The aggregate merger consideration to be paid by Kilroy Realty to the SFFGA shareholders is expected to be
approximately $22.0 million in Kilroy Realty common stock. A portion of the aggregate merger consideration
equal to $2.5 million in Kilroy Realty common stock will be withheld from payment to the SFFGA shareholders

at closing and contributed to an escrow account that supports certain indemnification and reimbursement
obligations of the SFFGA shareholders under the merger agreement. Shares of Kilroy Realty common stock will
be released from the escrow account in accordance with the terms and conditions set forth in the merger
agreement and an escrow agreement to be entered into at the closing. See Description of the Merger
Agreement Consideration to be Received in the Merger on page 54 and Description of the Merger
Agreement Escrowed Merger Consideration on page 56. We refer to the remaining merger consideration (the

shares of Kilroy Realty common stock not delivered to the escrow account), which you shall receive in common

stock, as the closing merger consideration.
For each share of SFFGA common stock you hold, you will receive the per share merger consideration to be
calculated as set forth in the merger agreement. The exchange ratio used to determine the number of shares of Kilroy
Realty common stock that you will be entitled to receive for each share of SFFGA common stock which you hold will
be determined based upon the average closing price per share of Kilroy Realty common stock on the New York Stock
Exchange, or NYSE, as reported by the Wall Street Journal, during the 10 trading day period ending on the second
trading day prior to completion of the merger, which we refer to as the reference period. We refer to the average
closing price calculated during such period as the reference price. Assuming (i) no adjustment to the aggregate merger
consideration approximated above, (ii) the 540.88 shares of SFFGA common stock currently outstanding remain
unchanged at the closing, based upon a reference price of $62.50, which is equal to the reference price if it were
calculated as of August 1, 2014, the latest practicable date prior to the date of this proxy statement-prospectus and
(iii) that the SFFGA shareholders are entitled to receive the full amount of the escrowed merger consideration, the
merger consideration that a SFFGA shareholder would be entitled to receive for each share of SFFGA common stock,
would be 650.91 shares of Kilroy Realty common stock for each share of SFFGA common stock, or approximately
$40,681.85 per share based upon the reference price. Assuming no adjustment to the aggregate merger consideration
and a reference price of $62.50, we estimate that Kilroy Realty may issue up to 352,064.00 shares of Kilroy Realty
common stock to the SFFGA shareholders as contemplated by the merger agreement. For a description of how the per

share merger consideration will be calculated, see Description of the Merger Agreement Consideration to be Received

in the Merger.
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The aggregate merger consideration is determined by taking $27.0 million and adjusting it downward by (i) the sum of
(A) any outstanding principal balance of the indebtedness on the SFFGA property, plus all accrued and unpaid interest
thereon on and as of the closing date of the merger, plus any prepayment fees or other amounts payable in connection
therewith, (B) the proration amounts debited to SFFGA, and (C) the SFFGA expenses assumed by Kilroy Realty,
(i1) further adjusting downward by any expenses of SFFGA which were not taken into account in calculating the
merger consideration and (iii) adjusting upward to the extent of any proration amounts credited to SFFGA and the
cash amount reserved for the payment of certain taxes arising from the sale of the investment properties. Pursuant to
the merger agreement, the outstanding
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indebtedness on the SFFGA property (in the approximate amount of $4.6 million) will be deducted from the amount
paid by Kilroy Realty in the merger and will be paid in full at closing. The aggregate merger consideration of
approximately $22.0 million is net of the retirement or assumption of such indebtedness. For a description of the
possible adjustment of the merger consideration, see Description of the Merger Agreement Adjustment to Merger
Consideration on page 55.

Q. How can I sell my shares of Kilroy Realty common stock?

A: Kilroy Realty shares of common stock will be listed on the New York Stock Exchange and may be sold through
any licensed stock broker.

Q: Why do SFFGA and Kilroy Realty want to engage in the merger?

A: The board of directors of SFFGA believes that the merger will provide SFFGA shareholders with substantial
economic benefits (including liquidity for their ownership position), and Kilroy Realty believes that the merger
will further its development plans for the San Francisco South of Market area. To review the reasons for the
merger in more detail, see The Merger SFFGA s Reasons for the Merger and Recommendation of the Board of
Directors on page 30.

Q: What does the SFFGA board of directors recommend?

A: The SFFGA board of directors recommends that you vote FOR the adoption of the merger agreement and the
approval of the principal terms of the merger, FOR the approval to adjourn the special meeting to permit further
solicitation in the event that an insufficient number of shares entitled to vote are present in person or by proxy to
adopt the merger agreement and approve the principal terms of the merger. The SFFGA board of directors has
determined that the merger agreement and the merger are in the best interests of SFFGA and its shareholders. To
review the background and reasons for the merger in greater detail, see pages 27 to 30.

Q: What vote is required to adopt the merger agreement?

A: Holders of at least a majority of the outstanding shares of SFFGA common stock entitled to vote must vote in
favor of the adoption of the merger agreement and the approval of the principal terms of the merger. Abstentions
have the effect of votes against the adoption of the merger agreement and the approval of the principal terms of
the merger. Kilroy Realty s stockholders are not required and will not be voting on the merger agreement or any
of the other transactions contemplated thereby.

Q: What vote is required to approve the proposal to adjourn the special meeting to permit further solicitation
in the event that an insufficient number of shares entitled to vote are present in person or by proxy to
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adopt the merger agreement and approve the principal terms of the merger?

A: The proposal to adjourn the special meeting, if necessary or appropriate to solicit additional proxies, requires the
affirmative vote of at least a majority of the shares of SFFGA common stock outstanding, present in person or by
proxy at the special meeting. In the absence of a quorum, holders of a majority of the shares of SFFGA common
stock present in person or by proxy at the special meeting may adjourn the special meeting. Abstentions have the
effect of votes against the proposal.

Q: What vote is required to approve the sale of the investment properties?

A: The sale of SFFGA s interest in each of (a) SFFGA Kernersville, LLC, (b) SFFGA Winston-Salem, LLC,
(c) SFFGA VA, LLC, and (d) SFFGA Rhode Island, LLC, which we refer to collectively as the investment
properties, and all of the assets, liabilities, obligations, properties and business of each such investment
properties, to Flair Diversified Properties, LLC, or Flair, has been approved by the board of directors of SFFGA.
Approval of the outstanding shares of SFFGA common stock is not required in connection with the sale of the
investment properties.
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Q: Why is my vote important?

A: SFFGA shareholders are being asked to adopt the merger agreement and approve the principal terms of the
merger. If you do not submit your proxy by mail or vote in person at the special meeting, it will be more difficult
for SFFGA to obtain the necessary quorum to hold the special meeting. Your failure to submit your proxy or
attend the special meeting will have the same effect as a vote against the proposal and will make it more difficult
to adopt the merger agreement and approve the principal terms of the merger. In addition, Kilroy Realty is not
required to complete the merger unless holders of not more than 10% of the total shares of SFFGA common stock
are, or have the ability to become, dissenting shares pursuant to the California General Corporation Law, or the
CGCL, meaning that holders of shares representing at least 90% of the shares of SFFGA common stock
outstanding immediately prior to the effective time of the merger have voted to adopt the merger agreement and
approve the principal terms of the merger, allowed their dissenter s rights to lapse under California law or
otherwise do not have dissenter s rights because such shares were not issued and outstanding as of the record date
for the special meeting of the SFFGA shareholders.

Q: What do I need to do now? How do I vote?

A: You may vote at the special meeting or by proxy if you own shares of SFFGA common stock at the close of
business on August 11, 2014, the record date for the special meeting. After you have carefully read and
considered the information contained in this proxy statement-prospectus, please complete, sign, date and mail
your proxy form, in the enclosed prepaid return envelope as soon as possible. This will enable your shares to be
represented at the special meeting even if you are not in attendance. You may also vote in person at the special
meeting. If you do not return a properly executed proxy form or you do not vote in person at the special meeting,
it will have the same effect as a vote against the adoption of the merger agreement and the approval of the
principal terms of the merger.

Q: How will my proxy be voted?

A: If you complete, sign, date and mail your proxy form, your proxy will be voted in accordance with your
instructions. If you sign, date and send in your proxy form, but you do not indicate how you want your proxy to
be voted, your proxy will be voted as recommended by the board of directors, FOR the adoption of the merger
agreement, the approval of the principal terms of the merger and FOR the approval to adjourn the special meeting
to permit further solicitation in the event that an insufficient number of shares entitled to vote are present in
person or by proxy to adopt the merger agreement and approve the principal terms of the merger.

Q: Can I revoke my proxy and change my vote?

A: You may change your vote or revoke your proxy prior to the special meeting by filing with the secretary of
SFFGA a duly executed revocation of proxy or submitting a new proxy form with a later date. You may also
revoke a prior proxy by voting in person at the special meeting.
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Q: What if I oppose the merger? Do I have dissenter s rights?

A: Any SFFGA shareholder who does not vote in favor of adoption of the merger agreement and approval of the
principal terms of the merger and otherwise complies with all of the procedures of Sections 1300 through 1313 of
the CGCL may be entitled to receive payment in cash for the fair value of their shares of SFFGA common stock
as ultimately determined under the statutory process. This value could be more than the per share merger
consideration otherwise received under the terms of the merger, but could also be less. A copy of Sections 1300
through 1313 of the CGCL is attached to this proxy statement-prospectus as Annex B. Failure to follow precisely
any of the statutory procedures set forth in Annex B may result in the loss or waiver of dissenter s rights under
California law.
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Q: What will SFFGA shareholders receive from the sale of the investment properties?

A: Upon completion of the purchase by Flair of the investment properties, SFFGA received a cash payment in the
approximate amount of $20.0 million, which we refer to as the investment properties purchase price. A portion of
the investment properties purchase price was applied to pay outstanding indebtedness on the investment
properties (in the approximate amount of $12.5 million), including loan pre-payment fees, and a portion of the
purchase price was applied for brokerage commissions and expenses of sale (in the approximate amount of $0.8
million). A portion of the investment properties purchase price in an amount equal to $0.4 million in cash, which
we refer to as the escrowed investment properties consideration, will be contributed to the escrow account to
support certain indemnification and reimbursement obligations of SFFGA under the Agreement of Purchase and
Sale. The escrowed investment properties consideration will be released from the escrow account and paid to the
SFFGA shareholders in accordance with the terms of the escrow agreement. In addition, SFFGA intends to
establish reserves for taxes arising from the sale of the investment properties and from general operations of
SFFGA. SFFGA intends to pay a dividend, in one or more installments, to the SFFGA shareholders from the
remaining cash available from the sale, to the extent not needed for other corporate purposes, of approximately
$9,500 per share of SFFGA common stock. SFFGA s directors have declared an initial partial dividend of
$7,000 per share paid on July 23, 2014 to shareholders of record on July 22, 2014.

At the effective time of the merger, following the sale of the investment properties (and subsequent distribution of a

portion of the proceeds therefrom) and completion of other actions to be taken by SFFGA under the terms of the

merger agreement (including distribution of any remaining cash other than the reserve established for the payment of
taxes arising from the sale of the investment properties), the only material asset of SFFGA will consist of the 1.9 acre
land site in Central SOMA on which a portion of the San Francisco Flower Mart is currently situated. At such time, all
other assets and liabilities of SFFGA will be immaterial to the transaction and SFFGA will effectively only own the
land site. There will be no employees, employee related costs, or employee benefit plans transferring in connection
with the merger. The merger transaction was structured to allow the SFFGA shareholders to defer a portion of the

U.S. federal income tax that would have otherwise resulted from a taxable sale of the 1.9 acre land site followed by a

distribution of the proceeds of the sale to the SFFGA shareholders.

Q: What are the tax consequences to me of the merger?

A: SFFGA and Kilroy Realty intend that the merger of SFFGA with and into merger sub will qualify as a
reorganization within the meaning of Section 368(a) of the Internal Revenue Code of 1986, as amended, or the
Code. Assuming the merger qualifies as a reorganization, if you are a U.S. holder (as defined in The
Merger Material U.S. Federal Income Tax Consequences of the Merger ), you will not recognize gain or loss for
U.S. federal income tax purposes upon receipt of Kilroy Realty common stock, including any escrowed shares of
Kilroy Realty common stock, in exchange for your SFFGA common stock in the merger. However, you will
recognize gain or loss with respect to any cash that you receive in lieu of fractional shares of Kilroy Realty s
common stock. In the event that you exercise your dissenter s rights, you will recognize gain or loss on the cash
payment you receive for your shares of SFFGA common stock. In addition, you generally will recognize gain
(but not loss) with respect to the cash placed in the escrow and on certain other cash payments made in
connection with the merger. You should consult your tax advisor for the specific tax consequences of the merger
to you. See The Merger Material U.S. Federal Income Tax Consequences of the Merger on page 31.
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Q: What are the tax consequences to me of the dividend from the sale of the investment properties?

A: For U.S. federal income tax purposes, it is intended that the sale of the investment properties will be treated as a
taxable sale by SFFGA and any cash distribution will be treated as a dividend distribution to holders of shares of
SFFGA common stock to the extent of SFFGA s current and accumulated earnings and profits. Any such amounts
distributed in excess of SFFGA s current and accumulated earnings and profits will first be applied against, and
reduce, a U.S. holder s basis in such shareholder s SFFGA stock and any remaining

4-

Table of Contents 19



Edgar Filing: KILROY REALTY CORP - Form 424B3

Table of Conten

amount of such distributions will be treated as gain from the sale or exchange of such stock. Notwithstanding the
intended U.S. federal income tax treatment described above, the federal income tax treatment of the sale of the
investment properties and the distribution of any cash to you is not entirely clear. It is possible that the Internal
Revenue Service, or IRS, could treat all or a portion of the cash that you receive from the sale of the investment
properties as additional cash consideration in the merger. Based on information to be received from KR SFFGA,
LLC, after the closing of the merger, each SFFGA shareholder will be responsible for reporting taxable dividends
(and if applicable, any portion of nondividend distributions that are reportable as gain from the sale or exchange
of shares of SFFGA stock) to the IRS and applicable state taxing authorities on such shareholder s income tax
returns. You should consult with your tax advisor for the specific tax consequences of the dividend to you. See
The Merger Material U.S. Federal Income Tax Consequences of the Merger Tax Consequences of the Dividend

from the investment properties on page 31.

Q: Why was the transaction structured as a merger?

A: The transaction was structured as a merger that qualified as a reorganization within the meaning of Section 368(a)
of the Code at the request of SFFGA to allow the SFFGA shareholders to defer a portion of the U.S. federal
income tax that would have otherwise resulted from a taxable sale of the real property followed by a distribution
of the proceeds of the sale to the SFFGA shareholders.

Q: When and where is the special meeting?

A: The special meeting of the SFFGA shareholders will take place on September 11, 2014, at 4:00 P.M. Pacific time,
at the Basque Cultural Center, 599 Railroad Avenue, South San Francisco, California.

Q: Who may attend the meeting?

A: Only SFFGA shareholders of record on August 11, 2014, the record date, are entitled to vote at the special
meeting or by proxy on the proposals. If you are a SFFGA shareholder of record as of the record date, you will
need to present the proxy card that you received or a valid proof of identification to be admitted into the special
meeting, unless otherwise approved by SFFGA.

Q: Should I send in my stock certificates now?

A: No. Do not send in your stock certificates with your proxy form. Shortly after the effective time of the merger,
the exchange agent for the merger will send you a letter of transmittal with instructions informing you how to
send in your stock certificates to the exchange agent. You should use the letter of transmittal to exchange your
SFFGA stock certificates for the shares of Kilroy Realty common stock to be issued in connection with the
merger (and any cash in lieu of fractional shares).
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Q: When is the merger expected to be completed?

A: Kilroy Realty and SFFGA intend to complete the merger as soon as reasonably practicable. Before that happens,
the SFFGA shareholders must vote to adopt the merger agreement and approve the principal terms of the merger.
In addition, prior to the closing of the merger other necessary approvals and other conditions to the closing
described in the merger agreement must be satisfied or waived. It is anticipated that the merger will close in the
third quarter of 2014 or early in the fourth quarter of 2014. Kilroy Realty may, under certain circumstances, delay
the closing for up to 30 days. See Description of the Merger Agreement Conditions to the Merger on page 61.

Q: Is completion of the merger subject to any conditions besides shareholder approval?

A: Yes, there are other closing conditions described in the merger agreement that must be waived or satisfied prior to
the closing of the merger. See Description of the Merger Agreement Conditions to the Merger on page 61.

5.
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Are there risks I should consider in deciding to vote on the adoption of the merger agreement?

Yes, in evaluating the proposal to adopt the merger agreement and approve the principal terms of the merger, you
should read this proxy statement-prospectus and the other documents incorporated herein by reference carefully,
including the factors discussed in the section titled Risk Factors beginning on page 19.

Who can answer my other questions?

If you have more questions about the merger or how to submit your proxy, or if you need additional copies of this
proxy statement-prospectus or the enclosed proxy form, you should contact either Angelo Stagnaro or Ronald
Chiappari, SFFGA s President and Corporate Secretary, respectively, at (415) 781-8410.

-6-
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SUMMARY
This summary highlights the material information from this proxy statement-prospectus. It does not contain all of the
information that may be important to you. You should carefully read this the entire document and the documents to
which it refers to fully understand the merger. See  Where You Can Find More Information on page 99.
Information about Kilroy Realty Corporation and San Francisco Flower Growers Association (See page 65)
Kilroy Realty Corporation
12200 W. Olympic Boulevard, Suite 200
Los Angeles, California 90064
(310) 481-4800
Kilroy Realty Corporation, a Maryland corporation, or Kilroy Realty, was incorporated in 1996. Kilroy Realty is a
self-administered real estate investment trust, or REIT, that owns, develops, acquires and manages real estate assets,
consisting primarily of Class A real estate properties in the coastal regions of Los Angeles, Orange County, San Diego
County, San Francisco Bay Area, and greater Seattle. Kilroy Realty s portfolio has in excess of 100 office properties.
Kilroy Realty owns its interests in all its properties directly or indirectly through Kilroy Realty, L.P. and Kilroy Realty
Finance Partnership, L.P. Unless otherwise expressly stated or the context otherwise requires, in this proxy
statement-prospectus  Kilroy Realty refers collectively to Kilroy Realty and its subsidiaries, including Kilroy Realty,

L.P. and Kilroy Realty Finance Partnership, L.P.

As of June 30, 2014, Kilroy Realty had total assets of approximately $5.3 billion, total liabilities of approximately
$2.7 billion, and total shareholders equity of approximately $2.6 billion.

Kilroy Realty common stock is traded on NYSE under the ticker symbol KRC.
KR SFFGA, LLC
c/o Kilroy Realty Corporation
12200 W. Olympic Boulevard, Suite 200
Los Angeles, California 90064
(310) 481-4800

KR SFFGA, LLC, a Delaware limited liability company, is a wholly-owned subsidiary of Kilroy Realty and was
formed solely for the purpose of consummating the merger, and has not carried on any activities to date, except for
activities incidental to its formation and activities undertaken in connection with the merger.

San Francisco Flower Growers Association

644 Brannan Street
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San Francisco, California 94107
(415) 781-8410
San Francisco Flower Growers Association, a California corporation, is headquartered in San Francisco, California.
SFFGA was incorporated in 1923 as a cooperative organized by local flower and fern growers. Its primary business is

to own and operate a portion of the real estate on which the San Francisco Flower Mart is situated. SFFGA and an
adjacent property owner occupy two contiguous sites to the northeast fronting Brannan

Table of Contents 24



Edgar Filing: KILROY REALTY CORP - Form 424B3

Table of Conten

Street near Sixth Street in San Francisco. The combined operations are commonly referred to as the San Francisco
Flower Mart. Together they represent the largest wholesale flower distributorship operation in San Francisco.

As of June 30, 2014, SFFGA had total assets of approximately $17.8 million, liabilities of $15.3 million and
shareholders equity of $2.5 million. SFFGA is not a public company and, accordingly, there is no established trading
market for SFFGA s common stock.

The Sale of the Investment Properties (see page 65)

In 2006, following the sale of the Villa dei Fiori project, a mixed use rental project located adjacent to the existing San
Francisco Flower Mart property that was developed by SFFGA, SFFGA acquired four investment properties with the
proceeds from the sale. Two of the properties are in North Carolina, one in Virginia and one in Rhode Island. We refer
to these properties as the Kernersville Property, the Winston-Salem Property, the VA Property and the RI Property,
and collectively, as the investment properties. The VA Property, the Kernersville Property, and the Winston-Salem
properties are leased to Walgreens and the RI Property is leased to Lowe s.

SFFGA considered various strategic options with respect to the investment properties: a spin-off of the properties to a
new entity, a distribution of the investment properties to the shareholders, retention of the properties by SFFGA, and
the sale of some or all of the investment properties. In connection with the structuring of the merger, SFFGA
determined that all of the investment properties would have to be sold or distributed to the shareholders because
Kilroy Realty was unwilling to acquire the investment properties in the merger because ownership of the investment
properties would not be consistent with Kilroy Realty s business objectives. SFFGA determined that, in part due to the
potential tax implications of a distribution of the investment properties to the shareholders, which would cause
SFFGA to recognize taxable gain and the shareholders to recognize dividend income, in each case with no cash
proceeds from which to pay such taxes, it was preferable to sell the investment properties. In March 2014, Capital
Pacific, a third-party real estate broker, commenced an extensive nationwide marketing effort for the investment
properties on behalf of SFFGA.

On July 18, 2014, pursuant to an Agreement of Purchase and Sale and Joint Escrow Instructions entered into June 3,
2014 with Flair Diversified Properties, LLC, a California limited liability company, which we refer to as Flair, Flair
purchased from the Company the four investment properties for an aggregate purchase price in cash of approximately
$20.0 million. SFFGA intends to utilize a portion of the purchase price for the investment properties to retire
outstanding indebtedness (in the approximate amount of $12.5 million), including loan pre-payment fees) and a
portion of the purchase price for brokerage commissions and expenses of sale (in the approximate amount of $0.8). A
portion of the investment properties purchase price in an amount equal to $0.4 million in cash, which we refer to as
the escrowed investment properties consideration, will be contributed to an escrow account to support certain
indemnification and reimbursement obligations of SFFGA under the Agreement of Purchase and Sale. The escrowed
investment properties consideration will be released from the escrow account and distributed to the SFFGA
shareholders in accordance with the terms of an escrow agreement. In addition, SFFGA intends to use a portion of the
proceeds to establish a reserve for taxes associated with the sale of the investment properties and from general
operations of SFFGA. SFFGA intends to pay a dividend, in one or more installments, to the SFFGA shareholders
from the remaining cash available from the sale, to the extent not needed for other corporate purposes, of
approximately $9,500 per share of SFFGA common stock. SFFGA s directors have declared an initial partial dividend
of $7,000 per share paid on July 23, 2014 to shareholders of record on July 22, 2014. The cash for the reserve for
taxes will be left in SFFGA following the merger and will be included in the calculation of the aggregate merger
consideration.
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At the effective time of the merger, following the sale of the investment properties (and subsequent distribution of a
portion of the proceeds therefrom) and completion of other actions to be taken by SFFGA under
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the terms of the merger agreement (including distribution of any remaining cash other than the reserve established for
the payment of taxes arising from the sale of the investment properties), the only material asset of SFFGA will consist
of the 1.9 acre land site in Central SOMA on which a portion of the San Francisco Flower Mart is currently situated.
At such time, all other assets and liabilities of SFFGA will be immaterial to the transaction and SFFGA will
effectively only own the land site. There will be no employees, employee related costs, or employee benefit plans
transferring in connection with the merger. The merger transaction was structured to allow the SFFGA shareholders to
defer a portion of the U.S. federal income tax that would have otherwise resulted from a taxable sale of the 1.9 acre
land site followed by a distribution of the proceeds of the sale to the SFFGA shareholders.

The Merger and the Merger Agreement (See pages 26 and 54)

Kilroy Realty s acquisition of SFFGA is governed by a merger agreement. The merger agreement provides that, if all
of the conditions set forth in the merger agreement are satisfied or waived, SFFGA will be merged with and into
merger sub and SFFGA will cease to exist. After the consummation of the merger, merger sub will continue as the
surviving entity and remain a wholly-owned subsidiary of Kilroy Realty. The merger agreement is included as
Annex A to this proxy statement-prospectus and is incorporated by reference herein. We urge you to read the merger
agreement carefully and fully, as it is the legal document that governs the merger.

What SFFGA Shareholders will Receive in the Merger (See page 54)

If the merger is completed, the shares of SFFGA common stock that you own immediately prior to the effective date
of the merger will be automatically cancelled and converted into the right to receive shares of Kilroy Realty common
stock and cash in lieu of any fractional shares. The aggregate merger consideration to be paid by Kilroy Realty to the
SFFGA shareholders is expected to be approximately $22.0 million (subject to adjustment). In addition, a portion of
the aggregate merger consideration equal to $2.5 million in Kilroy Realty common stock will be withheld from
payment at closing and contributed to an escrow account to support certain indemnification and reimbursement
obligations of the SFFGA shareholders under the merger agreement. Each holder of SFFGA common stock
immediately prior to the effective time of the merger shall have the right to receive such holder s pro rata interest of
such escrowed shares if and when such shares are released from the escrow account. Shares of Kilroy Realty common
stock will be released from the escrow account in accordance with the terms and conditions set forth in the merger
agreement and an escrow agreement to be entered into at the closing. See Description of the Merger
Agreement Consideration to be Received in the Merger on page 54 and Description of the Merger
Agreement Escrowed Merger Consideration on page 56.

For each share of SFFGA common stock you hold, you will receive the per share merger consideration to be
calculated as set forth in the merger agreement. The exchange ratio used to determine the number of shares of Kilroy
Realty common stock that you will be entitled to receive for each share of SFFGA common stock which you hold will
be determined based upon the average closing price per share of Kilroy Realty common stock on the NYSE as
reported by the Wall Street Journal, during the 10 trading day period ending on the second trading day prior to
completion of the merger, which we refer to as the reference period. We refer to the average closing price calculated
during such period as the reference price. Assuming (i) no adjustment to the aggregate merger consideration
approximated above, (ii) the 540.88 shares of SFFGA common stock currently outstanding remain unchanged at the
closing, based upon a reference price of $62.50, which is equal to the reference price if it were calculated as of August
1, 2014, the latest practicable date prior to the date of this proxy statement-prospectus and (iii) that the SFFGA
shareholders are entitled to receive the full amount of the escrowed merger consideration, the merger consideration
that a SFFGA shareholder would be entitled to receive for each share of SFFGA common stock, would be 650.91
shares of Kilroy Realty common stock for each share of SFFGA common stock, or approximately $40,681.85 per
share based upon the reference price. Assuming no adjustment to the aggregate merger consideration and a reference
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SFFGA shareholders as contemplated by the merger

Table of Contents 28



Edgar Filing: KILROY REALTY CORP - Form 424B3

Table of Conten

agreement. For a description of how the per share merger consideration will be calculated, see Description of the
Merger Agreement Consideration to be Received in the Merger

The aggregate merger consideration is determined by taking $27.0 million and adjusting it downward by (i) the sum of
(A) any outstanding principal balance of the indebtedness on the SFFGA property, plus all accrued and unpaid interest
thereon on and as of the closing date of the merger, plus any prepayment fees or other amounts payable in connection
therewith, (B) the proration amounts debited to SFFGA, and (C) the SFFGA expenses assumed by Kilroy Realty,
(i1) further adjusting downward by any expenses of SFFGA which were not taken into account in calculating the
merger consideration and (iii) adjusting upward to the extent of any proration amounts credited to SFFGA and the
cash amount reserved for the payment of certain taxes arising from the sale of the investment properties. Pursuant to
the merger agreement, the outstanding indebtedness on the SFFGA property (in the approximate amount of $4.6
million) will be deducted from the amount paid by Kilroy Realty in the merger and will be paid in full by Kilroy
Realty at closing. The aggregate merger consideration of approximately $22.0 million is net of the retirement or
assumption of such indebtedness. For a description of the possible adjustment of the merger consideration, see
Description of the Merger Agreement Adjustment to Merger Consideration on page 55.

SFFGA shareholders will not receive fractional shares of Kilroy Realty common stock and instead, they will receive a
cash payment for any fractional share based on the reference price of the Kilroy Realty common stock.

Exchange of Certificates (See page 57)

Once the merger is complete, Computershare Trust Company, N.A., the exchange agent for the merger, will mail you
a letter of transmittal and instructions for exchanging your SFFGA stock certificates for shares of Kilroy Realty
common stock to be issued by Kilroy Realty s transfer agent in book-entry form. You should not send in your SFFGA
stock certificates with your completed proxy card, and should wait until you receive the transmittal letter and other
materials and instructions from the exchange agent.

Material U.S. Federal Income Tax Consequences of the Merger (See page 31)

SFFGA and Kilroy Realty intend that the merger of SFFGA with and into merger sub will qualify as a reorganization
within the meaning of Section 368(a) of the Code. Assuming the merger qualifies as a reorganization, if you are a
U.S. holder (as defined in The Merger Material U.S. Federal Income Tax Consequences of the Merger ), you generally
will not recognize gain or loss for U.S. federal income tax purposes upon receipt of Kilroy Realty common stock in
exchange for your SFFGA common stock in the merger (including any escrowed shares of Kilroy Realty common
stock). However, you will recognize gain or loss on any cash that you receive in lieu of fractional shares of Kilroy
Realty common stock or on the cash payment you receive if you exercise your dissenter s rights. In addition, you
generally will recognize gain (but not loss) with respect to the cash placed in the escrow and on certain other cash
payments made in connection with the merger. See The Merger Material U.S. Federal Income Tax Consequences of
the Merger on page 31. You are urged to consult your tax advisor for a full understanding of the federal, state,
local and foreign tax consequences of the merger to you.

Structure (See page 31)
The transaction was structured as a merger that qualified as a reorganization within the meaning of Section 368(a) of
the Code at the request of SFFGA to allow the SFFGA shareholders to defer a portion of the U.S. federal income tax

that would have otherwise resulted from a taxable sale of the real property followed by a distribution of the proceeds
of the sale to the SFFGA shareholders.
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Accounting Treatment (See page 51)

Kilroy Realty intends to account for the transaction as an asset acquisition, and it will allocate the purchase price to
the acquired assets and liabilities based on their relative fair values. As discussed above, the SFFGA assets, liabilities
and San Francisco Flower Mart operations excluding the land being acquired are immaterial and inconsequential to
the overall transaction. Kilroy Realty s intent is to acquire the land site for future development opportunities.

Reasons for the Merger (See page 30)
SFFGA s board of directors believes that the merger is in the best interests of SFFGA and its shareholders. The
SFFGA board has adopted the merger agreement and recommends that its shareholders vote FOR the adoption of the

merger agreement and approval of the principal terms of the merger.

In its deliberations and in making its determination, SFFGA s board of directors considered numerous factors,
including the following:

the value to be received by the SFFGA shareholders in the merger as compared to shareholder value
projected for SFFGA as an independent entity;

the perceived risks and uncertainties attendant to SFFGA as an independent real estate operator;

the favorable tax treatment of shares of Kilroy Realty common stock received in the merger as compared to
receiving a cash distribution from a taxable sale of SFFGA s property;

information with respect to the business, earnings, operations, financial condition, and prospects of Kilroy
Realty;

the market value of Kilroy Realty common stock prior to the execution of the merger agreement and the
prospects for future appreciation as a result of Kilroy Realty s strategic real estate initiatives; and

the fact that Kilroy Realty is publicly held and the merger would provide liquidity through the access to a
public trading market for SFFGA s shareholders whose investments currently are in a privately held
company.

Board Recommendation to SFFGA s Shareholders (See page 30)

SFFGA s board of directors believes that the merger of SFFGA with Kilroy Realty is in the best interests of SFFGA
and its shareholders. SFFGA s board of directors recommends that you vote FOR the adoption of the merger

agreement and the approval of the principal terms of the merger.

SFFGA Shareholders will have Dissenter s Rights in Connection with the Merger (See page 51)
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SFFGA shareholders may dissent from the merger and, upon complying with the requirements of the CGCL, receive
cash in the amount of the fair value of their shares instead of the shares of Kilroy Realty common stock.

A copy of the sections of the CGCL pertaining to the dissenter s rights is attached as Annex B to this proxy
statement-prospectus. You should read the statute carefully and consult with your legal counsel if you intend to
exercise these rights. A dissenting shareholder of SFFGA must follow the appropriate procedures under California law
or the shareholder will lose such rights.

The Merger and the Performance of Kilroy Realty Subsequent to the Merger are Subject to a Number of Risks
(See page 19)

There are a number of risks relating to the merger and to the business of Kilroy Realty following the merger. See the
Risk Factors beginning on page 19 of this proxy statement-prospectus for a discussion of these and other risks and see

also the documents that Kilroy Realty has filed with the SEC and which we have incorporated by reference into this
proxy statement-prospectus.
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SFFGA Shareholder Approval will be Required to Complete the Merger and Approve the Other Proposals Set
Forth in the Shareholder Notice (See page 51)

To approve the merger, at least a majority of the outstanding shares of SFFGA common stock entitled to vote must
vote in favor of the adoption of the merger agreement and the approval of the principal terms of the merger at the
special meeting of the SFFGA shareholders. In addition, Kilroy Realty is not required to complete the merger unless
holders of not more than 10% of the total shares of SFFGA common stock are, or have the ability to become,
dissenting shares pursuant to the CGCL, meaning that holders of shares representing at least 90% of the shares of
SFFGA common stock outstanding immediately prior to the effective time of the merger have voted to adopt the
merger agreement and approve the principal terms of the merger, allowed their dissenter s rights to lapse under
California law or otherwise do not have dissenter s rights because such shares were not issued and outstanding as of
the record date for the special meeting of the SFFGA shareholders.

Approval of the proposal to adjourn the special meeting, if necessary, requires the affirmative vote of holders of at
least a majority of the shares of SFFGA common stock entitled to vote, present in person or by proxy, if a quorum is
present. In the absence of a quorum, the holders of a majority of the shares of SFFGA common stock present in person
or by proxy may adjourn the special meeting. To satisfy the quorum requirements set forth in SFFGA s bylaws,
shareholders holding at least a majority of the voting power of the outstanding shares of SFFGA common stock
entitled to vote at the special meeting must be present in person or by proxy at the special meeting. The SFFGA
shareholders may vote their shares in person at the special meeting or by signing and returning the enclosed proxy
form.

SFFGA Special Meeting (See page 23)

The special meeting of the SFFGA shareholders will be held at the Basque Cultural Center, 599 Railroad Avenue,
South San Francisco, California on September 11, 2014 at 4:00 P.M., Pacific time. The SFFGA board of directors is
soliciting proxies for use at the special meeting. At the special meeting, the SFFGA shareholders will be asked to vote
on a proposal to adopt the merger agreement and approve the principal terms of the merger.

Record Date for the Special Meeting; Revocability of Proxies (See pages 23 and 24)

You may vote at the special meeting if you are the record holder of shares of SFFGA common stock at the close of
business on August 11, 2014, the record date established by the SFFGA board of directors. You will have one vote for
each share of SFFGA common stock you owned on the record date. You may change your vote or revoke your proxy
prior to the special meeting by filing with the secretary of SFFGA a duly executed revocation of proxy or submitting a
new proxy form with a later date. You may also vote in person at the special meeting.

Conditions to the Merger (See page 61)

Pursuant to the merger agreement, various conditions are required to be met before Kilroy Realty and/or SFFGA is
obligated to complete the merger. These conditions are customary and include:

adoption of the merger and approval of the principal terms of the merger by the SFFGA shareholders;

absence of any order restraining or enjoining the merger;
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the Form S-4, of which this proxy statement-prospectus is a part, shall have been declared effective by the
SEC;

listing on the NYSE of the Kilroy Realty common stock to be issued to the SFFGA shareholders in
connection with the merger;

continued accuracy as of the closing of the merger of Kilroy Realty s and SFFGA s representations and
warranties;
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performance in all material respects by Kilroy Realty and SFFGA of their respective obligations under the

merger agreement;

receipt by Kilroy Realty and SFFGA of tax opinions from their respective counsel, dated the closing date of
the merger, substantially to the effect that, for federal income tax purposes, the merger will constitute a
reorganization within the meaning of Section 368(a) of the Code;

receipt by SFFGA of all requisite consents, authorizations, approvals and releases;

the sale by SFFGA of the Kernersville Property, Winston-Salem Property, VA Property and RI Property;

delivery by SFFGA and Kilroy Realty of certain real property related deliverables;

holders of not more than 10% of the outstanding shares of SFFGA common stock have exercised or have the
continued right to exercise appraisal, dissenter s or similar rights; and

the absence since signing of the merger agreement of any changes which have had or might reasonably be
expected to have a material adverse effect (as defined in the merger agreement) on SFFGA.
Termination of the Merger Agreement (See page 62)

The merger agreement may be terminated at any time prior to the completion of the merger by:

mutual written consent of SFFGA and Kilroy Realty; or

either SFFGA or Kilroy Realty if:

the merger has not been completed within six months of the date the merger agreement was executed,
which we refer to the outside date, but this termination right is not available to a party whose failure to
materially comply with the merger agreement resulted in the failure to complete the merger on or
before that date; or

a court or governmental authority of competent jurisdiction has issued a final order restraining,
enjoining or otherwise prohibiting the transactions contemplated by the merger agreement; or

the approval of SFFGA s shareholders have not been obtained at a duly held meeting, but this
termination right is not available to SFFGA if the failure to obtain such approval was primarily due to
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SFFGA s failure to perform any of its obligations under the merger agreement; or

by SFFGA if Kilroy Realty has breached or failed to perform in any material respect any of its
representations, warranties, covenants or other agreements set forth in the merger agreement, which breach
or failure cannot be cured by the outside date or if curable, has not been cured within 20 days after receipt of
written notice by SFFGA; or

by Kilroy Realty if SFFGA has breached or failed to perform in any material respect any of its
representations, warranties, covenants or other agreements set forth in the merger agreement, which breach
or failure cannot be cured by the outside date or if curable, has not been cured within 20 days after receipt of
written notice by Kilroy Realty.

Expense Reimbursement (See page 62)

SFFGA may be required to reimburse Kilroy Realty for its out-of-pocket costs and expenses in the event that Kilroy
Realty terminates the merger agreement as a result of SFFGA s breach of its non-solicitation obligation under the
merger agreement.

-13-
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Effect of Termination (See page 62)

If the merger agreement is terminated, the merger agreement will be void, except that for certain designated
provisions, including with respect to notices, third-party beneficiaries, governing law, consent to jurisdiction, and
waiver of jury trial, nothing will relieve either party from liability for any willful breach of the merger agreement prior
to termination.

Certain Differences in Kilroy Realty Shareholder Rights and SFFGA Shareholder Rights (See page 82)

Kilroy Realty is a Maryland corporation and SFFGA is a California corporation. SFFGA shareholder rights under
California law and Kilroy Realty shareholder rights under Maryland law are different. In addition, Kilroy Realty s
Articles of Restatement, as supplemented and as may be supplemented from time to time, and Kilroy Realty s Second
Amended and Restated Bylaws, as amended and as may be amended from time to time, contain provisions that are
different from SFFGA s articles of incorporation and bylaws as currently in effect. After completion of the merger, the
SFFGA shareholders who receive shares of Kilroy Realty common stock in exchange for their shares of SFFGA
common stock will become shareholders of Kilroy Realty and their rights will be governed by Kilroy Realty s charter
and bylaws, in addition to rules and regulations that apply to public companies.

Kilroy Realty Shares of Common Stock are Listed on the NYSE (See page 67)

The shares of Kilroy Realty common stock to be issued pursuant to the merger will be listed on the NYSE under the
symbol KRC.

-14-
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SUMMARY SELECTED FINANCIAL DATA

The following selected financial information is to aid you in understanding certain financial aspects of Kilroy Realty,
together with its subsidiaries, including Kilroy Realty, L.P., the operating partnership for which Kilroy Realty is the
sole general partner. Unless otherwise expressly stated or the context otherwise requires, in this proxy
statement-prospectus Kilroy Realty refers collectively to Kilroy Realty and its subsidiaries, including the operating
partnership. The annual historical information for Kilroy Realty set forth below is derived from its audited
consolidated financial statements as of and for each of the fiscal years ended December 31, 2009 through 2013. The
information for Kilroy Realty as of and for the six months ended June 30, 2013 and June 30, 2014 that is set forth
below is derived from its unaudited consolidated interim financial statements. The unaudited financial statements
include all adjustments, consisting of normal recurring adjustments, that management of Kilroy Realty considers
necessary for fair presentation of the financial position and results of operations for such periods in accordance with
accounting principles generally accepted in the United States, or GAAP.

The information regarding Kilroy Realty that is set forth below is only a summary and should be read with Kilroy
Realty s historical consolidated financial statements and related notes. Kilroy Realty s historical consolidated financial
statements and related notes are contained in its Annual Report on Form 10-K/A for the year ended December 31,
2013 and Quarterly Report on Form 10-Q for the quarter ended June 30, 2014, as well as other information filed by
Kilroy Realty with the SEC. See Where You Can Find More Information on page 99.

Pursuant to SEC rules, Kilroy Realty s merger with SFFGA will not require Kilroy Realty to file financial information
with the SEC on SFFGA as a significant subsidiary since none of the financial criteria conditions under SEC

Regulation S-X Rule 3-05 will be met at the 20% level.

The historical results set forth below and elsewhere in this proxy solicitation-prospectus are not necessarily indicative
of the future performance of Kilroy Realty.

-15-
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1g activities $ 106,862 $ 107,004 $ 240,576 $ 180,724 $ 138256 $§ 119,827 $ 12«
g activities (121,864) (20,622) (506,520) (706,506) (634,283) (701,774) (5(
1g activities 4,196 4,741 284,621 537,705 485,964 586,904 (74
’roperty Data: (6)

e square footage 13,189,326 13,478,791 12,736,099 13,249,780 11,421,112 10,395,208 8,70¢
ncy 93.6% 90.7% 93.4% 92.8% 90.1% 87.5%

(1) Kilroy Realty calculates the book value per share as total equity less the sum of (i) total preferred stock and (ii)
Series A redeemable, noncontrolling interest preferred units divided to the total outstanding common shares.

(2) Represents the redemption value, less issuance costs of Kilroy Realty s 1,500,000 7.45% Series A Cumulative
Preferred Units, or Series A Preferred Units. The Series A Preferred Units were redeemed in 2012.

(3) Includes the noncontrolling interest of the common units of Kilroy Realty, L.P. and Redwood City Partners, LLC
(a consolidated subsidiary created on June 27, 2013.

(4) Kilroy Realty calculates Funds From Operations, or FFO, in accordance with the White Paper on FFO approved
by the Board of Governors of NAREIT. The White Paper defines FFO as net income or loss calculated in
accordance with GAAP, excluding
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extraordinary items, as defined by GAAP, gains and losses from sales of depreciable real estate and impairment
write-downs associated with depreciable real estate, plus real estate-related depreciation and amortization
(excluding amortization of deferred financing costs and depreciation of non-real estate assets), and after
adjustment for unconsolidated partnerships and joint ventures. Kilroy Realty s calculation of FFO includes the
amortization of deferred revenue related to tenant-funded tenant improvements and excludes the depreciation of
the related tenant improvement assets.
Kilroy Realty believes that FFO is a useful supplemental measure of its operating performance. The exclusion from
FFO of gains and losses from the sale of operating real estate assets allows investors and analysts to readily identify
the operating results of the assets that form the core of its activity and assists in comparing those operating results
between periods. Also, because FFO is generally recognized as the industry standard for reporting the operations of
REITs, it facilitates comparisons of operating performance to other REITs. However, other REITs may use different
methodologies to calculate FFO, and accordingly, Kilroy Realty s FFO may not be comparable to all other REITS.

Implicit in historical cost accounting for real estate assets in accordance with GAAP is the assumption that the value
of real estate assets diminishes predictably over time. Since real estate values have historically risen or fallen with
market conditions, many industry investors and analysts have considered presentations of operating results for real
estate companies using historical cost accounting alone to be insufficient. Because FFO excludes depreciation and
amortization of real estate assets, Kilroy Realty believes that FFO along with the required GAAP presentations
provides a more complete measurement of its performance relative to its competitors and a more appropriate basis on
which to make decisions involving operating, financing, and investing activities than the required GAAP presentations
alone would provide.

However, FFO should not be viewed as an alternative measure of Kilroy Realty s operating performance because it
does not reflect either depreciation and amortization costs or the level of capital expenditures and leasing costs
necessary to maintain the operating performance of Kilroy Realty s properties, which are significant economic costs
and could materially impact Kilroy Realty s results from operations.

Noncash adjustments to arrive at FFO were as follows: noncontrolling interest in earnings of the Kilroy Realty, L.P.,
depreciation and amortization of real estate assets, and net gain (loss) from dispositions of operating properties.

(5) FFO includes amortization of deferred revenue related to tenant-funded tenant improvements of $10.7 million,
$9.1 million, $9.3 million, $9.7 million and $9.8 million for the years ended December 31, 2013, 2012, 2011, 2010
and 2009, respectively and $5.0 million for the six months ended June 30, 2014 and 2013, respectively.

(6) Occupancy percentages and total square feet reported are based on Kilroy Realty s stabilized office portfolio for the
periods presented.

The following table presents a reconciliation of FFO to net income for the years ended December 31, 2013, 2012,

2011, 2010 and 2009 and the six months ended June 30, 2014 and 2013:

Six months
ended
June 30, Year ended December 31,
2014 2013 2013 2012 2011 2010 2009

(in thousands)
$ 123,760 $ 5,730 $ 30,630 $ 249,826 $ 50,819 $ 4512 $ 21,794
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Net income available to

common stockholders

Adjustments:

Net income attributable to

noncontrolling common

units of the Operating

Partnership 2,690 135 685 6,187 1,474 178 1,025
Depreciation and

amortization of real estate

assets 98,882 98,798 199,558 168,687 135,467 102,898 86,825
Net gain on dispositions of
discontinued operations (104,804) (423) (12,252)  (259,245) (51,587) (949) (2,485)

Funds From Operations
(1) $ 120,528 $104,240 $218,621 $ 165455 $136,173 $106,639 $107,159

(1) Includes amortization of deferred revenue related to tenant-funded tenant improvements of $10.7 million, $9.1
million, $9.3 million, $9.7 million and $9.8 million for the years ended December 31, 2013, 2012, 2011, 2010
and 2009, respectively, and $5.0 million for the six months ended June 30, 2014 and 2013, respectively. Reported
amounts are attributable to common stockholders and common unitholders.

-17-
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Market Values of Kilroy Realty s Common Equity

Kilroy Realty common stock is listed and traded on the NYSE under the symbol KRC. As of the date this proxy
statement-prospectus was filed, there were approximately 58 registered holders of Kilroy Realty common stock. The

following table illustrates the high, low, and closing prices by quarter, as well as dividends declared, during 2014,
2013 and 2012 as reported on the NYSE.

Per Share Common

Stock Dividends
2014 High Low Close Declared
First quarter $59.53 $49.72 $58.58 $ 0.3500
Second quarter 62.88 57.29 62.28 0.3500

Per Share Common

Stock Dividends
2013 High Low Close Declared
First quarter $53.99 $47.86 $52.40 $ 0.3500
Second quarter 59.58 50.11 53.01 0.3500
Third quarter 55.80 47.73 49.95 0.3500
Fourth quarter 54.04 48.89 50.18 0.3500

Per Share Common

Stock Dividends
2012 High Low Close Declared
First quarter $46.61 $37.92 $46.61 $ 0.3500
Second quarter 48.58 44.84 48.41 0.3500
Third quarter 49.88 44.78 44.78 0.3500
Fourth quarter 47.52 42.47 47.37 0.3500

On August 1, 2014, the most recent practicable date prior to the printing of this proxy solicitation-prospectus, the last
reported sale price of Kilroy Realty common stock on the NYSE was $61.20. We urge you to obtain current stock
price quotations for Kilroy Realty common stock from a newspaper, the Internet or your broker.

Kilroy Realty historically pays distributions to the holders of its common stock quarterly each January, April, July and
October, at the discretion of the Kilroy Realty board of directors. Distribution amounts depend on Kilroy Realty s
FFO, financial condition, capital requirements, the annual distribution requirements under the REIT provisions of the

Code, and such other factors as the board of directors deems relevant.

There is no established public trading market for SFFGA s common stock.

-18-
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RISK FACTORS

Before deciding whether to vote for the adoption of the merger agreement and the approval of the principal terms of
the merger, you should carefully consider the following risk factors, in addition to the other information contained or
incorporated by reference in this proxy statement-prospectus, including the discussion under Risk Factors in
Kilroy Realty s Annual Report on Form 10-K/A for the year ended December 31, 2013, as such discussion may be
updated in Kilroy Realty s subsequent Quarterly Reports on Form 10-Q. See Where You Can Find More
Information on page 99.

Risks Relating to the Merger

Because the aggregate merger consideration is subject to adjustment, the value of the merger consideration you
may receive in the merger may be less than you expect.

The merger consideration to be received by the SFFGA shareholders following the effective time of the merger is
subject to downward adjustment as provided in the merger agreement. Consequently, the value of the merger
consideration you may receive in the merger may be less than you expect and you will not know the exact value of the
merger consideration you will receive at the time of the special meeting of the SFFGA shareholders. For a description
of the possible adjustment of the merger consideration, see Description of the Merger Agreement Adjustment to
Merger Consideration on page 55.

SFFGA shareholders may not receive the escrowed merger consideration or the escrowed investment properties
consideration.

A portion of the aggregate merger consideration equal to $2.5 million in Kilroy Realty common stock will be
deposited at the closing with the escrow agent to serve as security for the benefit of Kilroy Realty against the
indemnification afforded Kilroy Realty in the merger agreement and to reimburse Kilroy Realty for certain fees and
expenses that were not able to be calculated at the closing of the merger. An amount equal to $0.5 million in Kilroy
Realty common stock of the $2.5 million in escrowed merger consideration will be held by the escrow agent for a
period of 36 months from the closing to serve as security for the benefit of Kilroy Realty in respect of indemnification
claims arising out of environmental matters. The balance of the escrowed merger consideration (in the amount equal
to $2.0 million in Kilroy Realty common stock) will be held for a period of 18 months from the closing. If any
payment is required to be made from the escrow account to Kilroy Realty, the SFFGA shareholders as of the closing
date of the merger will not be entitled to receive such shares of Kilroy Realty common stock, and because this portion
of the merger consideration is contingent upon the determination of any indemnification claims against the SFFGA
shareholders, there are no assurances of the number of shares of Kilroy Realty common stock, if any, beyond the
closing merger consideration payable at the closing that SFFGA shareholders will receive for their SFFGA common
stock. In addition, the price per share of Kilroy Realty common stock on the date of distribution from the escrow
account may be more or less than the reference price. As a result, SFFGA shareholders will not know the amount of
escrowed merger consideration, if any, that may be payable to SFFGA shareholders until approximately 36 months
after the effective time of the merger.

A portion of the investment properties consideration equal to $0.4 million in cash will be deposited at the closing with
the escrow agent to serve as security for the benefit of Kilroy Realty in respect of indemnification obligations arising
under the Agreement of Purchase and Sale in connection with the sale of the investment properties to Flair. This
amount, which we refer to as the escrowed investment properties consideration, will be held by the escrow agent for a
period of four months from the July 18, 2014 closing of the sale of the investment properties to Flair. If any portion of
the escrowed investment properties consideration is required to be disbursed to Kilroy Realty (as a result of the
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satisfaction by Kilroy Realty of indemnification claims asserted by Flair), the SFFGA shareholders as of the closing
date of the merger will not be entitled to receive the portion of the escrowed investment properties consideration
disbursed to Kilroy Realty. As a result, SFFGA shareholders will not know the amount of escrowed investment
properties consideration, if any, that may be payable to SFFGA
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shareholders until the date approximately four months from the July 18, 2014 closing of the sale of the investment
properties.

The SFFGA Representative will have the ability to take actions in connection with the merger and the merger
agreement on behalf of the SFFGA shareholders without further notice to or approval by the SFFGA
shareholders.

In connection with the adoption of the merger agreement and approval of the principal terms of the merger by the
SFFGA shareholders, Angelo Stagnaro, Jr. and Ronald Chiappari and any successors thereto will be appointed as the
SFFGA shareholders exclusive agent and attorney-in-fact, or the SFFGA Representative, with respect to any actions
specified or contemplated by the merger agreement and the escrow agreement. The appointment of the SFFGA
Representative will constitute the authorization by each holder of SFFGA common stock, even if a SFFGA
shareholder did not vote to approve the merger and thereby appoint the SFFGA Representative. The SFFGA
Representative may take action or decline to do so as he may determine in his sole discretion without any notice to or
further approval by the SFFGA shareholders, and will be indemnified by the SFFGA shareholders in taking or
declining to take such action. For example, the SFFGA Representative may settle indemnification claims pursuant to
the merger agreement and the escrow agreement, which would reduce the escrowed merger consideration to be
received by the SFFGA shareholders. SFFGA will establish an escrow account (independent of the escrow established
with respect to the escrowed merger consideration) into which SFFGA will deposit an amount reasonably anticipated
to be necessary to cover the costs and expenses of the SFFGA Representative subsequent to the closing of the merger.
Any amounts remaining after termination of the duties of the SFFGA Representative will be distributed to the SFFGA
shareholders on a pro rata basis.

Because there is no public market for the SFFGA common stock, it is difficult to determine how the fair value of
SFFGA common stock compares with the merger consideration being paid by Kilroy Realty in connection with the
merger.

The outstanding shares of SFFGA common stock are privately held and are not traded in any public market. This lack
of a public market makes it difficult to determine the fair value of the outstanding SFFGA common stock. Although
the SFFGA board of directors has received advice from its financial advisor and obtained appraisals of the real
property comprising the SFFGA property, the board of directors did not obtain a formal opinion from a financial
advisor regarding the fairness, from a financial point of view, of the merger consideration being received by the
holders of SFFGA common stock. Because the merger consideration was determined based on negotiations between
SFFGA and Kilroy Realty, it may not be more or less than the fair value of the shares of SFFGA common stock.

SFFGA s shareholders will not control Kilroy Realty s future operations.

Currently, SFFGA s shareholders own 100% of SFFGA and have the power to approve or reject any matters requiring
shareholder approval under California law and SFFGA s articles of incorporation and bylaws. After the merger,
SFFGA shareholders are expected to become owners of less than 0.5% of the outstanding shares of Kilroy Realty
common stock. Even if all former SFFGA shareholders voted together on all matters presented to Kilroy Realty s
stockholders, from time to time, the former SFFGA shareholders would not have an impact on the approval or
rejection of future Kilroy Realty proposals submitted to a vote of the Kilroy Realty stockholders.

Because the market price of Kilroy Realty s stock will fluctuate, the SFFGA shareholders cannot be certain of the
price of Kilroy Realty common stock after completion of the merger.
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The exchange ratio used to determine the number of shares of Kilroy Realty common stock that you will be entitled to
receive for each share of SFFGA common stock which you hold will be determined based upon the average closing
price per share of Kilroy Realty common stock on the NYSE, as reported by the Wall Street Journal, which we refer to
as the reference price, during the 10 trading day period ending on the second trading
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day prior to completion of the merger. As such, the reference price will likely differ from the price at which shares of
Kilroy Realty common stock will trade on the date of the special meeting of the SFFGA shareholders, on the closing
date or on the date you receive the closing merger consideration. The value of the closing merger consideration will
not be adjusted to reflect any changes in the market price of Kilroy Realty common stock prior to the closing date and
the number of shares of Kilroy Realty common stock issued in the merger may be higher or lower than what would be
issued had the merger occurred on a different date. In addition, because the price of Kilroy Realty common stock will
continue to fluctuate after completion of the merger, the aggregate value of Kilroy Realty common stock received by
you may, at any particular time, be higher or lower than the closing merger consideration.

There is no assurance when or even if the merger will be completed.

Completion of the merger is subject to satisfaction or waiver of a number of conditions. See Description of the Merger
Agreement Conditions to the Merger on page 61. There can be no assurance that Kilroy Realty and SFFGA will satisfy
or waive the closing conditions or that closing conditions beyond their control will be satisfied or waived. Kilroy
Realty and SFFGA can agree at any time to terminate the merger agreement, even if SFFGA shareholders have
already voted to approve the merger agreement. Kilroy Realty and SFFGA can also terminate the merger agreement
under other specified circumstances.

The merger agreement limits SFFGA s ability to pursue alternative transactions to the merger.

The merger agreement prohibits SFFGA and its affiliates, directors, officers, representatives, and agents from
soliciting, initiating, encouraging, facilitating or inducing any inquiry with respect to any offer or proposal reasonably
expected to lead to any alternative competing transaction. The prohibition limits SFFGA s ability to pursue offers from
other possible acquirers that may be superior from a financial point of view to the merger with Kilroy Realty.

The rights of SFFGA shareholders who become Kilroy Realty shareholders in the merger will be governed by
Maryland law and by Kilroy Realty s Articles of Restatement, as supplemented, and Second Amended and Restated
Bylaws, as amended.

The SFFGA shareholders who receive shares of Kilroy Realty common stock in the merger will become Kilroy Realty
stockholders. Kilroy Realty currently is a corporation formed under the laws of Maryland. As a result, the SFFGA
shareholders who become shareholders of Kilroy Realty will be governed by the Maryland General Corporation Law
and Kilroy Realty s Articles of Restatement, as supplemented and as may be supplemented from time to time, and
Kilroy Realty s Second Amended and Restated Bylaws, as amended and as may be amended from time to time, rather
than being governed by the CGCL and the SFFGA s articles of incorporation and SFFGA s bylaws. There may be
material differences between the current rights of the SFFGA shareholders, as compared to the rights they will have as
stockholders of Kilroy Realty. For more information, see Comparison of Shareholder Rights beginning on page 82 of
this proxy statement-prospectus.
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FORWARD-LOOKING STATEMENTS

This proxy statement-prospectus, including the documents incorporated by reference, contain, and documents Kilroy

Realty subsequently files with the SEC and incorporate by reference, may contain, certain forward-looking statements

within the meaning of Section 27A of the Securities Act of 1933, as amended (referred to as the Securities Act ), and

Section 21E of the Securities Exchange Act of 1934, as amended (referred to as the Exchange Act. Forward-looking

statements can be identified by the use of words such as believes, expects, projects, may, will, should
approximately, intends, plans, proforma, estimates or anticipates and the negative of these words and ph

similar expressions that do not relate to historical matters. Forward-looking statements are based on Kilroy Realty s

and SFFGA s current expectations, beliefs and assumptions, and are not guarantees of future performance.

Forward-looking statements are inherently subject to uncertainties, risks, changes in circumstances, trends and factors

that are difficult to predict, many of which are outside of Kilroy Realty s and SFFGA s control. Accordingly, actual

performance, results and events may vary materially from those indicated in the forward-looking statements, and you

should not rely on the forward-looking statements as predictions of future performance, results or events.

The factors included in this proxy statement-prospectus, including the documents incorporated by reference, and
documents Kilroy Realty subsequently files with the SEC and incorporates by reference, are not exhaustive. For a
discussion of additional risk factors that could adversely affect Kilroy Realty s and SFFGA s business and financial
performance, see the factors included under the caption Risk Factors in this proxy statement-prospectus, and in Kilroy
Realty s Annual Report on Form 10-K/A for the year ended December 31, 2013 and in Kilroy Realty s subsequent
Quarterly Reports on Form 10-Q and the documents incorporated by reference in each. All forward-looking
statements are based on information that was available, and speak only, as of the date on which they were made.
Neither Kilroy Realty nor SFFGA assumes any obligation to update any forward-looking statement that becomes
untrue because of subsequent events, new information or otherwise.
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INFORMATION ABOUT THE SPECIAL MEETING OF SFFGA STOCKHOLDERS

The SFFGA board of directors is using this proxy statement-prospectus to solicit proxies from the holders of SFFGA
common stock for use at the special meeting of the SFFGA shareholders.

Date, Time and Place of the Special Meeting

The special meeting will be held at the Basque Cultural Center, 599 Railroad Avenue, South San Francisco,
California, on September 11, 2014 at 4:00 P.M., Pacific time.

Purpose of the Special Meeting

At the special meeting, SFFGA board of directors will ask you to vote upon the following:

a proposal to adopt the merger agreement and approve the principal terms of the merger; and

the approval to adjourn the special meeting to permit further solicitation in the event that an insufficient
number of shares entitled to vote are present in person or by proxy to adopt the merger agreement and
approve the principal terms of the merger.

Record Date and Voting Rights for the Special Meeting

The SFFGA board of directors has set the close of business on August 11, 2014, as the record date for determining the
holders of its common stock entitled to notice of and to vote at the special meeting. Only the SFFGA shareholders of
record at the close of business on the record date are entitled to notice of and to vote at the special meeting. As of the
record date, there were 540.88 shares of SFFGA common stock outstanding and entitled to vote at the special meeting.

Quorum

The presence in person or by proxy of at least a majority of SFFGA s shares issued and outstanding and entitled to vote
at the special meeting is required for a quorum to be present at the special meeting. Abstentions will count toward the
establishment of a quorum.

Vote Required

Adoption of the merger agreement and approval of the principal terms of the merger requires the affirmative vote of at
least a majority of SFFGA s outstanding shares entitled to vote. In addition, Kilroy Realty is not required to complete
the merger unless holders of not more than 10% of the total shares of SFFGA common stock are, or have the ability to
become, dissenting shares pursuant to the CGCL, meaning that holders of shares representing at least 90% of the
shares of SFFGA common stock outstanding immediately prior to the effective time of the merger have voted to adopt
the merger agreement and approve the principal terms of the merger, allowed their dissenter s rights to lapse under
California law or otherwise do not have dissenter s rights because such shares were not issued and outstanding as of
the record date for the special meeting of the SFFGA shareholders.

Approval of the proposal to adjourn the special meeting, if necessary, requires the affirmative vote of holders of at
least a majority of the shares of SFFGA common stock entitled to vote, present in person or by proxy, if a quorum is
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present. In the absence of a quorum, the holders of a majority of the shares of SFFGA common stock present in person
or by proxy may adjourn the special meeting. To satisfy the quorum requirements set forth in SFFGA s bylaws,
shareholders holding at least a majority of the voting power of the outstanding shares of SFFGA common stock
entitled to vote at the special meeting must be present in person or
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by proxy at the special meeting. The SFFGA shareholders may vote their shares in person at the special meeting or by
signing and returning the enclosed proxy form.

The failure of a SFFGA shareholder to vote will have the same effect as voting against the proposals to adopt the
merger agreement and approve the principal terms of the merger and to approve the meeting adjournment proposal.
For purposes of the shareholder vote, an abstention, which occurs when a shareholder attends a meeting, either in
person or by proxy, but abstains from voting, will have the same effect as voting against the proposals to adopt the
merger agreement and approve the principal terms of the merger and to adjourn the special meeting.

The sale of the investment properties to Flair has been approved by the board of directors of SFFGA. Approval of the
outstanding shares of SFFGA common stock is not required in connection with the sale of the investment properties.

Ownership of Directors and Officers

As of the record date, SFFGA s directors and executive officers and their affiliates beneficially owned a total of 66
shares of SFFGA common stock (excluding shares issuable upon the exercise of outstanding options), representing
approximately 12.2% of the outstanding shares of SFFGA common stock entitled to vote at the special meeting.

How to Vote

You may vote in person at the special meeting or by proxy. To ensure your representation at the special meeting, we
recommend you vote by proxy even if you plan to attend the special meeting. You can always change your vote at the
meeting.

Voting instructions are included on your proxy form, which should be returned in the enclosed prepaid envelope. If
you properly complete and timely submit your proxy, your shares will be voted as you have directed. You may vote
for, against, or abstain with respect to the approval of the merger and the other proposals. If you are the record holder
of your shares and submit your proxy without specifying a voting instruction, your shares will be voted as the SFFGA
board of directors recommends and will be voted FOR the adoption of the merger agreement and the approval of the
principal terms of the merger, FOR the approval to adjourn the special meeting to permit further solicitation in the
event that an insufficient number of shares entitled to vote are present in person or by proxy to adopt the merger
agreement and the approve of the principal terms of the merger.

Revocability of Proxies

You may revoke your proxy at any time before it is voted by:

filing with SFFGA s secretary a duly executed revocation of proxy;

submitting a new proxy with a later date; or

voting in person at the special meeting.
Attendance at the special meeting will not, in and of itself, constitute a revocation of a proxy. All written notices of
revocation and other communication with respect to the revocation of proxies should be addressed to: San Francisco
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Flower Growers Association, 644 Brannan Street, San Francisco, CA 94107, Attention: Angelo Stagnaro, Jr.
Proxy Solicitation

In addition to this mailing, proxies may be solicited by directors, officers or employees of SFFGA in person or by
telephone or electronic transmission. None of such directors, officers or employees will be directly
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compensated for such services. SFFGA will pay the costs associated with the solicitation of proxies for the special
meeting.

Other Business; Adjournments

SFFGA is not currently aware of any other business to be acted upon at the SFFGA special meeting. If, however,
other matters are properly brought before the special meeting, or any adjournment or postponement thereof, your
proxies include discretionary authority on the part of the individuals appointed to vote your shares to act on those
matters according to their best judgment.

Adjournments may be made for the purpose of, among other things, soliciting additional proxies. Any adjournment
may be made from time to time by the affirmative vote of the holders of a majority of the shares of SFFGA common

stock present in person or by proxy at the special meeting, whether or not a quorum is present, without further notice
other than by announcement at the special meeting.

5.
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THE MERGER

This section of the proxy statement-prospectus describes material aspects of the merger. While Kilroy Realty and
SFFGA believe that the description covers the material terms of the merger and the related transactions, this
summary may not contain all of the information that is important to you. You should carefully read this entire proxy
statement-prospectus, the attached Annexes, and the other documents to which this proxy statement-prospectus refers
for a more complete understanding of the merger. The agreement and plan of merger attached hereto as Annex A, not
this summary, is the legal document which governs the merger.

General

The SFFGA board of directors is using this proxy statement-prospectus to solicit proxies from the holders of SFFGA
common stock for use at the SFFGA special meeting, at which the SFFGA shareholders will be asked to vote on the
adoption of the merger agreement and approve the principal terms of the merger. When the merger is consummated,
SFFGA will merge with and into KR SFFGA, LLC, a wholly-owned subsidiary of Kilroy Realty, which we refer to as
merger sub and SFFGA will cease to exist. Merger sub will survive the merger and remain a wholly-owned subsidiary
of Kilroy Realty. At the effective time of the merger, shares of SFFGA common stock will be cancelled and the
holders of such shares immediately prior to the effective time of the merger will be exchanged for shares of Kilroy
Realty common stock. The exact number of shares of Kilroy Realty common stock comprising the merger
consideration cannot be determined until two trading days before completion of the merger and will be based on the
calculation of the aggregate merger consideration. See Description of the Merger Agreement Consideration to be
Received in the Merger for a detailed description of the method for determining the per share merger consideration.

SFFGA shareholders will not receive fractional shares of Kilroy Realty common stock and instead, they will receive a
cash payment for any fractional share based on the reference price of the Kilroy Realty common stock. Shares of
SFFGA common stock held by SFFGA shareholders who properly elect to exercise their dissenter s rights will not be
converted into merger consideration.

The Companies
Kilroy Realty Corporation

Kilroy Realty Corporation, a Maryland corporation, or Kilroy Realty, was incorporated in 1996. Kilroy Realty is a
self-administered real estate investment trust, or REIT, that owns, develops, acquires and manages real estate assets,
consisting primarily of Class A real estate properties in the coastal regions of Los Angeles, Orange County, San Diego
County, San Francisco Bay Area, and greater Seattle. Kilroy Realty s portfolio has in excess of 100 office properties.
Kilroy Realty owns its interests in all its properties directly or indirectly through Kilroy Realty, L.P. and Kilroy Realty
Finance Partnership, L.P. Unless otherwise expressly stated or the context otherwise requires, in this proxy
statement-prospectus Kilroy Realty refers collectively to Kilroy Realty and its subsidiaries, including Kilroy Realty,
L.P. and Kilroy Realty Finance Partnership, L.P.

As of June 30, 2014, Kilroy Realty had total assets of approximately $5.3 billion, total liabilities of approximately
$2.7 billion, and total shareholders equity of approximately $2.6 billion.

Kilroy Realty common stock is traded on the NYSE under the ticker symbol KRC.

Financial and other information relating to Kilroy Realty, including information relating to Kilroy Realty s current
directors and executive officers, is set forth in Kilroy Realty s 2013 Annual Report on Form 10-K/A, Kilroy Realty s
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Proxy Statement for its 2014 Annual Meeting of Stockholders filed with the SEC on April 11, 2014 and Kilroy
Realty s Quarterly Reports on Form 10-Q and Current Reports on Form 8-K filed during 2014, which are incorporated
by reference to this proxy statement-prospectus. Copies of these documents may be obtained from Kilroy Realty as
indicated under Where You Can Find More Information on page 99.
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KR SFFGA, LLC

KR SFFGA, LLC, a Delaware limited liability company, is a wholly-owned subsidiary of Kilroy Realty and was
formed solely for the purpose of consummating the merger, and has not carried on any activities to date, except for
activities incidental to its formation and activities undertaken in connection with the merger.

San Francisco Flower Growers Association

San Francisco Flower Growers Association, a California corporation, is headquartered in San Francisco, California.
SFFGA was incorporated in 1923 as a cooperative organized by local flower and fern growers. Its primary business is
to own and operate a portion of the real estate on which the San Francisco Flower Mart is situated. SFFGA and an
adjacent property owner occupy two contiguous sites to the northeast fronting Brannan Street near Sixth Street in San
Francisco. The combined operations are commonly referred to as the San Francisco Flower Mart. Together they
represent the largest wholesale flower distributorship operation in San Francisco.

As of June 30, 2014, SFFGA had total assets of approximately $17.8 million, liabilities of $15.3 million and
shareholders equity of $2.5 million. SFFGA is not a public company and, accordingly, there is no established trading
market for SFFGA s common stock.

In 2006, following the sale of the Villa dei Fiori project, a mixed use rental project located adjacent to the existing San
Francisco Flower Mart property that was developed by SFFGA, SFFGA acquired four investment properties with the
proceeds from the sale. Two of the properties are in North Carolina, one in Virginia and one in Rhode Island. We refer
to these properties as the Kernersville Property, the Winston-Salem Property, the VA Property and the RI Property,
and collectively, as the investment properties. The VA Property, the Kernersville Property, and the Winston-Salem
properties are leased to Walgreens and the RI Property is leased to Lowe s. The sale of the investment properties
closed on July 18, 2014.

At the effective time of the merger, following the sale of the investment properties (and subsequent distribution of a
portion of the proceeds therefrom) and completion of other actions to be taken by SFFGA under the terms of the
merger agreement (including distribution of any remaining cash other than the reserve established for the payment of
taxes arising from the sale of the investment properties), the only material asset of SFFGA will consist of the 1.9 acre
land site in Central SOMA on which a portion of the San Francisco Flower Mart is currently situated. At such time, all
other assets and liabilities of SFFGA will be immaterial to the transaction and SFFGA will effectively only own the
land site. There will be no employees, employee related costs, or employee benefit plans transferring in connection
with the merger. The merger transaction was structured to allow the SFFGA shareholders to defer a portion of the
U.S. federal income tax that would have otherwise resulted from a taxable sale of the 1.9 acre land site followed by a
distribution of the proceeds of the sale to the SFFGA shareholders.

SFFGA s Proposals

At the SFFGA special meeting, SFFGA s shareholders will be asked to vote on the adoption of the merger agreement
and the approval of the principal terms of the merger. The merger will not be completed unless the holders of a
majority of the outstanding SFFGA common stock vote to adopt the merger agreement and approve the
principal terms of the merger.

Background of the Merger
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The board of directors of SFFGA regularly reviews SFFGA s performance, future growth prospects and overall
strategic direction and considers potential opportunities to enhance shareholder value. These reviews have included,
from time to time, consideration of potential transactions with third parties involving the sale of the SFFGA property,
and the potential benefits and risks of those transactions.
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In particular, over the years a number of potential developers expressed an interest in acquiring the SFFGA property.
However, the applicable zoning for the SFFGA property limited the use of the SFFGA property to service, arts and
light industrial uses and prevented any high density office development. This limited the interest by potential
purchasers in the SFFGA property.

In June 2012, representatives of a group, which we refer to as Party A, invited representatives of SFFGA to a meeting
with San Francisco political and administrative officials and other adjacent landowners to discuss issues related to the
development of the numerous properties being used for the distribution of flowers and related products and services as
part of the large San Francisco Flower Mart complex.

Party A and SFFGA thereafter continued to discuss development issues related to the various adjacent properties.
Party A on several occasions expressed an interest in acquiring the SFFGA property for $15.5 million in cash.
Subsequently, verbal offers were received at $17.0 million and eventually $20.0 million, but no evidence of financing
was provided and no firm offer was ever received by SFFGA.

In December 2012, SFFGA retained James Reuben and the law firm of Reuben, Junius & Rose, LLP to advise
SFFGA with respect to ongoing efforts by the City and County of San Francisco to rezone areas along and nearby the
4th Street transportation corridor to encourage additional commercial development, such rezoning referred to as the
Central SoMa Plan. Mr. Reuben has previously worked with SFFGA on the development of the Villa dei Fiori project.

In early 2013, representatives of SFFGA, including its legal counsel, were invited to a meeting at the offices of a local
development firm, which we refer to as Party B, to discuss development of the SFFGA property and adjacent
properties including the property owned by Party A.

Discussions between Party B and SFFGA continued into 2013 and in August 2013 SFFGA received a written letter of
intent from Party B to purchase the SFFGA property for a cash purchase price of $19.5 million, subsequently
increased to $20.0 million. Because of the uncertainty of Party B s financing, the SFFGA board of directors
determined that the offer was not acceptable.

In the third quarter of 2013, SFFGA was introduced to Kilroy Realty by Mr. Reuben. As a result of conversations
between SFFGA and representatives from Kilroy Realty, in November 2013, SFFGA received a draft offer to
purchase the SFFGA property for $22.0 million in cash. In evaluating the offer, the SFFGA board of directors
determined that a substantial tax savings to SFFGA and its shareholders could potentially be achieved if the
transaction were structured as a tax free reorganization. On January 13, 2014, SFFGA and its legal advisors met with
representatives of Kilroy Realty to discuss the potential issues related to structuring the transaction in a tax free
manner.

On January 17, 2014, SFFGA entered into a Confidentiality Agreement with Kilroy Realty and thereafter provided to
Kilroy Realty certain information concerning SFFGA.

On February 19, 2014, SFFGA received a draft letter of intent from Kilroy Realty offering to purchase SFFGA by
means of a merger with a wholly-owned subsidiary of Kilroy Realty in a tax free transaction for an aggregate
consideration of $22.0 million. Thereafter the parties proceeded to negotiate a definitive letter of intent. A condition of
the transaction was that all of SFFGA s assets, other than the SFFGA property, be distributed to the SFFGA
shareholders prior to closing.

On February 26, 2014, SFFGA retained Fabbro, Moore & Associates, a real estate appraisal firm to update an earlier
appraisal related to the SFFGA property. On February 24, 2014 SFFGA retained Cabrillo Advisors, LL.C, to advise
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the board of directors of SFFGA regarding the proposed structure of the transaction, including advantages and
disadvantages, and general information regarding Kilroy Realty. On April 26, 2014, SFFGA retained an appraisal firm
to advise the board of directors of SFFGA regarding the value of the SFFGA property taking into account the ongoing
City and County of San Francisco Central SoMa Plan.
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During this period, SFFGA, in conjunction with its legal and accounting advisors, proceeded to evaluate the financial
and tax implications of the proposed Kilroy Realty offer.

On March 3, 2014, SFFGA and Kilroy Realty entered into a Cooperation Agreement pursuant to which the parties
agreed to cooperate with respect to planning matters to ensure that the City and County of San Francisco Central
SoMa Plan incorporates elements beneficial to both parties.

On March 4, 2014, SFFGA received a revised letter of intent reflecting the results of certain negotiations between
counsel for SFFGA and Kilroy Realty, but containing terms the board of directors of SFFGA did not agree with
related to the reimbursement to Kilroy Realty of substantial amounts in the event the transaction was not approved by
SFFGA s shareholders.

On March 6, 2014, SFFGA received a further revised draft letter of intent addressing a number of issues that the board
of directors of SFFGA had indicated were objectionable.

On March 7, 2014, SFFGA s board of directors met to review the March 6, 2014 draft letter of intent from Kilroy
Realty. In the course of the meeting, the board of directors was advised that one of the directors had again been
approached by Party B and Party A regarding the possible acquisition of the SFFGA property. He recommended that
the board of directors of SFFGA meet with Party B before taking any further action with respect to the proposal from
Kilroy Realty.

On March 10, 2014, SFFGA s board of directors and its legal counsel, Roger Mertz, met with representatives of Party
B to review a presentation by Party B. In connection with that meeting, Party B s representatives presented a $25.0
million all-cash offer to SFFGA, including the alternative of making the offer directly to SFFGA s shareholders, which
could potentially eliminate any taxes at the corporate level. The directors proceeded to consider the offer and
requested Mr. Mertz, to contact Kilroy Realty s representatives and indicate that it was not prepared to accept the $22.0
million offer.

On March 13, 2014, Kilroy Realty representatives provided to SFFGA a revised offer from Kilroy Realty increasing
the purchase price from $22.0 million to $27.0 million with deductions only for existing debt and a portion of normal
real estate closing costs associated with the sale of commercial real property in San Francisco. They indicated that the
transaction would be structured as a tax free reorganization such that the SFFGA would not incur any taxes on the sale
of SFFGA. Upon receipt of the revised offer, SFFGA management discussed the terms with each of the directors. The
directors also informally reviewed the sale process.

Thereafter, Kilroy Realty requested an in person meeting with SFFGA s board of directors to formally present the
offer. On March 14, 2014, the board of directors of SFFGA met with John Kilroy, Jr. and Mike Sanford of Kilroy
Realty and thoroughly discussed the offer. Following this presentation, the board of directors carefully considered the
revised offer of Kilroy Realty, in light of the other existing offers for the SFFGA property.

On March 14, 2014, SFFGA entered into a letter of intent with Kilroy Realty pursuant to which all of the outstanding
shares of SFFGA would be acquired by Kilroy Realty in a tax free transaction for an aggregate consideration of $27.0
million in Kilroy Realty common stock, with the value determined immediately prior to the closing of the merger.

On April 14, 2014, SFFGA entered into an agreement with California Pacific Real Estate Brokerage Company to sell

all four of its investment properties. SFFGA had previously entered into an agreement with California Pacific to sell
its Rhode Island investment property.
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On May 21, 2014, SFFGA received the report and presentation from David P. Rhoades of David P. Rhoades &
Associates, Inc. indicating that the fair market value was not more than $27.0 million (taking into
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consideration the current status of the Central SoMa Plan) and on June 25, 2014, SFFGA received a report from
Cabrillo Advisors evaluating the structure, financial and tax implications of the transaction and reporting on the
transaction.

On June 25, 2014, the board of directors of SFFGA held a meeting. The members of the board of directors reviewed
the Rhoades report and the investment advisor s report and discussed several considerations with respect to the merger
agreement and the proposed transaction with Kilroy Realty including: the current significantly appreciated value of
SFFGA s property; the ability of SFFGA s shareholders to receive consideration for their SFFGA shares in a tax free
transaction; the value of the proposed cash dividend from the sale of SFFGA s investment properties; the value of
Kilroy Realty s common stock and the fact that it is traded on the NYSE and would offer SFFGA shareholders
liquidity; and the advice received from Fabbro Moore & Co., David P. Rhoades & Associates, Inc. and Cabrillo
Advisors, LLC. Following the discussion, the board of directors approved the merger with Kilroy Realty, authorized
the officers to enter into a definitive merger agreement on substantially the terms set forth in the March 14, 2014 letter
of intent with such modifications as they approve, and directed that a proposal to approve and adopt the Merger
Agreement be submitted to a vote at a special meeting of the holders of SFFGA s common stock.

SFFGA s Reasons for the Merger and Recommendation of the Board of Directors

The SFFGA board of directors has concluded that the merger offers the SFFGA shareholders an attractive opportunity
to achieve the SFFGA board of directors strategic business objectives, including increasing shareholder value, and
enhancing liquidity for the SFFGA shareholders.

In deciding to adopt the merger agreement and approve the principal terms of the merger, the SFFGA board of

directors consulted with SFFGA s management, as well as its appraisal firms, financial advisor and legal counsel, and
considered numerous factors, including the following:

the value to be received by the SFFGA shareholders in the merger as compared to shareholder value
projected for SFFGA as an independent entity;

the perceived risks and uncertainties attendant to SFFGA as an independent real estate operator;

the favorable tax treatment of shares of Kilroy Realty common stock received in the merger as compared to
receiving a cash distribution from a taxable sale of SFFGA s property;

information with respect to the business, earnings, operations, financial condition, and prospects of Kilroy
Realty;

the market value of Kilroy Realty common stock prior to the execution of the merger agreement and the
prospects for future appreciation as a result of Kilroy Realty s strategic real estate initiatives; and
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the fact that Kilroy Realty is publicly held and the merger would provide liquidity through access to a public

trading market for the SFFGA shareholders whose investments currently are in a privately held company.
The above discussion of the information and factors considered by the SFFGA board of directors is not intended to be
exhaustive, but includes a description of the material factors considered by the SFFGA board of directors. In view of
the wide variety of factors considered by the SFFGA board of directors in connection with its evaluation of the
merger, the SFFGA board of directors did not consider it practical to, nor did it attempt to, quantify, rank or otherwise
assign relative weights to the specific factors that it considered. In considering the factors described above, individual
directors may have given differing weights to different factors. The SFFGA board of directors collectively made its
determination with respect to the merger based on the conclusion reached by its members, based on the factors that
each of them considered appropriate, that the merger is in the best interests of the SFFGA shareholders.
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The SFFGA board of directors believes that the merger is fair to, and in the best interests of, SFFGA and its
shareholders. The SFFGA board of directors approved the merger agreement and recommends that
shareholders vote FOR the adoption of the merger agreement and the approval of the principal terms of the
merger. The SFFGA board of directors also recommends that shareholders vote FOR the approval to adjourn
the special meeting to permit further solicitation in the event that an insufficient number of shares entitled to
vote are present in person or by proxy to adopt the merger agreement and approve the principal terms of the
merger.

Structure

The transaction was structured as a merger that qualified as a reorganization within the meaning of Section 368(a) of
the Code at the request of SFFGA to allow the SFFGA shareholders to defer a portion of the U.S. federal income tax
that would have otherwise resulted from a taxable sale of the real property followed by a distribution of the proceeds
of the sale to the SFFGA shareholders.

Material U.S. Federal Income Tax Consequences of the Merger

The following summary describes the material U.S. federal income tax consequences of the merger to U.S. holders (as
defined below) of SFFGA common stock and of the ownership and disposition of Kilroy Realty common stock
received in the merger. The summary is based upon the Code, legislative history of the Code, applicable Treasury
Regulations, judicial decisions and administrative rulings and practice, all as in effect as of the date hereof, and all of
which are subject to change, possibly with retroactive effect. This summary does not address any tax consequences of
the merger under state, local or foreign laws, or any federal laws other than those pertaining to income tax, and does
not discuss any tax reporting requirements.

For purposes of this discussion, the term U.S. holder means a beneficial owner of shares of SFFGA common stock (or,
following the effective time of the merger, of Kilroy Realty common stock) that is: 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 under the laws of the United States or any of its political subdivisions; a trust that (1) is
subject to the supervision of a court within the United States and the control of one or more U.S. persons or (2) has a
valid election in effect under applicable U.S. Treasury regulations to be treated as a U.S. person; or an estate that is
subject to U.S. federal income taxation on its income regardless of its source.

This discussion addresses only those holders of SFFGA common stock that hold their SFFGA common stock, and will
hold their shares of Kilroy Realty common stock received in the merger, as a capital asset within the meaning of
Section 1221 of the Code and does not address all the U.S. federal income tax consequences that may be relevant to
particular holders of SFFGA common stock, or Kilroy Realty common stock received in the merger, in light of their
individual circumstances or to holders of SFFGA common stock or Kilroy Realty common stock received in the
merger that are subject to special rules, including, but not limited to:

investors in pass-through entities;

tax-exempt persons;
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dealers in securities or foreign currencies;

persons whose functional currency is not the U.S. dollar;

persons who hold SFFGA common stock or the Kilroy Realty common stock received in the merger as part
of a hedge, straddle or other risk reduction strategy or as part of a conversion transaction or other integrated
investment;

persons who hold SFFGA common stock or the Kilroy Realty common stock received in the merger
pursuant to the exercise of any employee stock option or otherwise as compensation;
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persons who are not citizens or residents of the United States; and

persons who are subject to alternative minimum tax.
If a partnership (or other entity or arrangement that is treated as a partnership for federal income tax purposes) holds
SFFGA common stock or Kilroy Realty common stock received in the merger, the tax treatment of a partner in that
partnership generally will depend upon the status of the partner and the activities of the partnership. Partnerships and
partners in partnerships should consult their tax advisors regarding the tax consequences of the merger and the
ownership and disposition of Kilroy Realty common stock to them.

The parties intend for the merger to be treated as a reorganization for U.S. federal income tax purposes. It is a
condition to SFFGA s obligation to complete the merger that SFFGA receive an opinion from Allen Matkins Leck
Gamble Mallory and Natsis LLP, counsel to SFFGA, dated the closing date of the merger, to the effect that the merger
will constitute a reorganization within the meaning of Section 368(a) of the Code. It is a condition to Kilroy Realty s
obligation to complete the merger that Kilroy Realty receive an opinion from Latham & Watkins, LLP, counsel to
Kilroy Realty, dated the closing date of the merger, to the effect that the merger will constitute a reorganization within
the meaning of Section 368(a) of the Code. These opinions will be based upon representation letters provided by
Kilroy Realty and SFFGA and upon customary factual assumptions. Neither Kilroy Realty nor SFFGA has sought,
and neither of them will seek, any ruling from the IRS regarding any matters relating to the merger, and the opinion
described above will not be binding on the IRS or any court. Consequently, there can be no assurance that the IRS will
not assert, or that a court would not sustain, a position contrary to any of the conclusions set forth below. In addition,

if any of the representations or assumptions upon which the opinion is based are inconsistent with the actual facts, the
U.S. federal income tax consequences of the merger could be adversely affected.

The actual tax consequences of the merger to you may be complex and will depend upon your specific situation and
upon factors that are not within the control of Kilroy Realty or SFFGA. We urge you to consult your tax advisor as to
the tax consequences of the merger and the ownership and disposition of Kilroy Realty common stock received in the
merger in light of your particular circumstances, including the applicability and effect of other federal tax laws, such
as estate and gift tax laws, the Medicare tax on unearned income and the alternative minimum tax as well as any state,
local, foreign or other tax laws and any tax reporting requirements.

Tax Consequences of the Merger Generally. Assuming the merger constitutes a reorganization within the meaning of
Section 368(a) of the Code, the material U.S. federal income tax consequences of the merger will be as follows:

No gain or loss will be recognized by Kilroy Realty or SFFGA as a result of the merger.

Gain (but not loss) will be recognized by a U.S. holder who receives shares of Kilroy Realty common stock
(including any escrowed shares of Kilroy Realty common stock) and cash in exchange for shares of SFFGA
common stock pursuant to the merger in an amount equal to the lesser of (1) the amount by which the sum of
the fair market value of the Kilroy Realty common stock and cash received by a U.S. holder (excluding cash
received in lieu of a fractional share of Kilroy Realty common stock, but as described further below
including any escrowed cash, any cash distributed by SFFGA in respect of the costs and expenses of the
shareholders agent and any cash distributions received after the closing of the merger), exceeds such
U.S. holder s basis in its SFFGA common stock and (2) the amount of cash received by such U.S. holder
(other than cash received in lieu of a fractional share of Kilroy Realty common stock).
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Gain recognized generally will be capital gain, provided that any cash received in the merger does not have
the effect of the distribution of a dividend within the meaning of Section 356(a)(2) of the Code (including
through the application of Section 302 of the Code). Such capital gain will be long-term capital gain if the
shares of SFFGA common stock exchanged were held for more than one year. Whether or not the cash
received by any stockholder in the merger could be considered essentially
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equivalent to, or having the effect of, a dividend will depend on the stockholder s particular situation. Each
U.S. holder should consult its tax advisor as to the applicability of these rules to them.

The aggregate basis of the Kilroy Realty common stock received by a U.S. holder in the merger
(including any escrowed shares of Kilroy Realty common stock and fractional shares of Kilroy
Realty common stock deemed received and redeemed as described below) will be the same as the
aggregate basis of the SFFGA common stock for which it is exchanged, decreased by the amount of
cash received in the merger or after the closing of the merger (other than cash received in lieu of a
fractional share in Kilroy Realty common stock ), and increased by the amount of gain recognized
on the exchange, other than with respect to cash received in lieu of a fractional share in Kilroy
Realty common stock.

If a U.S. holder acquired different blocks of shares of SFFGA common stock at different times or different
prices, Treasury Regulations provide guidance on how such holder may allocate its tax basis to shares of
Kilroy Realty common stock received in the merger. U.S. holders that hold multiple blocks of shares of
SFFGA common stock should consult their tax advisors regarding the proper allocation of their basis among
shares of Kilroy Realty common stock received in the merger under these Treasury Regulations.

The holding period of Kilroy Realty common stock received in exchange for shares of SFFGA common

stock (including fractional shares of Kilroy Realty common stock deemed received and redeemed as

described below) will include the holding period of the SFFGA common stock for which it is exchanged.
If the merger were not treated as a reorganization within the meaning of Section 368(a) of the Code, it would be a
fully taxable transaction to SFFGA and all SFFGA shareholders, and each SFFGA shareholder would recognize
capital gain or loss in an amount equal to the difference between (i) the sum of the fair market value of the Kilroy
Realty common stock and any cash received pursuant to the merger and (ii) the SFFGA shareholder s tax basis in its
shares of SFFGA common stock. In that event, the aggregate tax basis of the Kilroy Realty common stock received by
an SFFGA shareholder in connection with the merger would be equal to the fair market value of such Kilroy Realty
common stock and the holding period of that Kilroy Realty stock would begin on the day after the merger.

Receipt of Cash Instead of a Fractional Share of Kilroy Realty Common Stock. A U.S. holder of SFFGA common
stock who receives cash in lieu of a fractional share of Kilroy Realty common stock will be treated as having received
the fractional share pursuant to the merger and then as having exchanged the fractional share for cash in a redemption
by Kilroy Realty. As a result, such U.S. holder of SFFGA common stock will generally recognize gain or loss equal to
the difference between the amount of cash received and the basis in his or her fractional share interest as set forth
above. The gain or loss recognized by the U.S. holders described in this paragraph will generally be capital gain or
loss, and will be long-term capital gain or loss if, as of the effective date of the merger, the U.S. holder s holding
period for the relevant shares is greater than one year. The deductibility of capital losses is subject to limitations.

Tax Consequences of the Escrow Account. Pursuant to the terms of the escrow agreement, for U.S. federal income tax
purposes, former SFFGA shareholders will be treated as the owners of the cash and Kilroy Realty common stock
placed into escrow at the closing of the merger. At the closing of the merger, an SFFGA shareholder will be treated as
receiving his or her pro rata share of the Kilroy Realty common stock and cash placed into escrow in exchange for his
or her shares of SFFGA common stock. Such cash or Kilroy Realty common stock will generally be taxable to a U.S.
holder at the closing of the merger and in the manner described above under = Tax Consequences of the Merger
Generally. U.S. holders should consult their tax advisors regarding the tax treatment of the escrow, including in the

Table of Contents 69



Edgar Filing: KILROY REALTY CORP - Form 424B3

event the amount of cash or Kilroy Realty common stock released to a U.S. holder from the escrow is less than the
amount included in such holder s income in connection with the closing of the merger. In addition, pursuant to the
terms of the escrow agreement, each

-33-

Table of Contents 70



Edgar Filing: KILROY REALTY CORP - Form 424B3

Table of Conten

former SFFGA shareholder will be taxed on his or her proportionate share of any interest income earned on the
escrow account in a given taxable year and will be required to report such interest on its U.S. federal income tax
return, regardless of whether such holder ever receives any distributions from the escrow account. The former SFFGA
shareholders will be entitled to receive any distributions paid by Kilroy Realty with respect to the Kilroy Realty
common stock held in the escrow account. Any such distributions received by U.S. holders will generally be taxable
to the shareholders of SFFGA in the manner described below under Material U.S. Federal Income Tax Considerations
Applicable to Holders of Kilroy Realty Common Stock Taxation of Taxable U.S. holder of Kilroy Realty Common
Stock Distributions Generally.

Certain Other Cash Amounts. Pursuant to the merger agreement, at the closing of the merger, SFFGA is required to
transfer $350,000 to an account designated by the shareholders agent to pay the costs and expenses of the shareholders
agent subsequent to the closing of the merger. Kilroy Realty and SFFGA intend to take the position that a U.S. holder
will be treated as receiving his or her pro rata share of such cash in exchange for his or her shares of SFFGA common
stock, and that such cash will generally be taxable to a U.S. holder at the closing of the merger and in the manner
described above under = Tax Consequences of the Merger Generally. Notwithstanding the discussion in this paragraph,
the federal income tax treatment of the cash amount reserved to pay the costs and expenses of the shareholders agent

is not entirely clear, and U.S. holders should consult their tax advisors regarding the tax treatment of such cash
amount, including with respect to the payment of some or all of such cash as a fee to the shareholders agent.

Former holders of SFFGA common stock may receive cash distributions after the closing of the merger in respect of
any tax refunds for a Pre-Closing Period or any excess reserves for taxes arising from the sale of the investment
properties. A former holder of SFFGA common stock who receives a cash distribution as a result of a tax refund for a
Pre-Closing Period or from any excess reserve for taxes will generally be treated as having received such distribution

in exchange for his or her shares of SFFGA common stock, and such amount shall generally be taxable to a U.S.
holder, if and when it is received, in the manner described above under =~ Tax Consequences of the Merger Generally. A
portion of any such distribution may also be treated as interest income to such U.S. holder, taxable at ordinary income

tax rates. U.S. holders should consult their tax advisors regarding the tax treatment of any cash they receive after the
closing of the merger.

Receipt of Cash Upon Exercise of Dissenter s Rights. SFFGA shareholders who receive cash for their SFFGA
common stock as a result of exercising statutory dissenter s rights will generally be treated as having received a
distribution and redemption of their stock subject to Section 302 of the Code. Assuming the requirements of
Section 302 are satisfied, a shareholder exercising dissenter s rights will recognize capital gain (or capital loss),
measured by the difference between the cash payment received by such shareholder and such shareholder s tax basis in
his or her shares of SFFGA common stock. In general, such shareholder should also be able to reduce the capital gain
(or increase the capital loss) by the amount of any expenses the shareholder incurred in pursuing or prosecuting
dissenter s rights. Dissenting shareholders should consult their tax advisors regarding the tax consequences of
exercising statutory dissenter s rights, including the application of Section 302.

Backup Withholding and Information Reporting. Payments of cash to a U.S. holder of SFFGA common stock pursuant
to the merger may, under certain circumstances, be subject to information reporting and backup withholding unless
the holder provides proof of an applicable exemption or, in the case of backup withholding, furnishes its taxpayer
identification number and otherwise complies with all applicable requirements of the backup withholding rules. Any
amounts withheld from payments to a U.S. holder under the backup withholding rules are not additional tax and
generally will be allowed as a refund or credit against the U.S. holder s U.S. federal income tax liability, provided the
required information is timely furnished to the IRS.
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from SFFGA. In such case, such distribution will generally be treated, for U.S. federal income tax purposes, as
follows:

to the extent such distributions are paid from SFFGA s current or accumulated earnings and profits, they will
be taxable to a U.S. holder as dividends;

the remaining amount of such distributions, if any, will first be applied against, and reduce, a U.S. holder s
basis in such shareholder s SFFGA stock, but not below zero; and

any remaining amount of such distributions will be treated as gain from the sale or exchange of such stock.
Following the closing of the merger, KR SFFGA, LLC, as successor-in-interest to SFFGA, will send an information
statement to each SFFGA shareholder notifying each such shareholder of the breakdown of distributions received by
such SFFGA shareholder from SFFGA in 2014 between taxable dividends and nondividend distributions. Each
SFFGA shareholder will be responsible for reporting such taxable dividends (and if applicable, any portion of
nondividend distributions that are reportable as gain from the sale or exchange of shares of SFFGA stock) to the IRS
and applicable state taxing authorities on such shareholder s income tax returns. Gain recognized by a U.S. holder will
be a long-term capital gain if, as of the date of receipt of such distributions, the U.S. holder s holding period for the
relevant shares is greater than one year. Dividend income that satisfies the definition of qualified dividend income (as
defined in the Code) and long-term capital gain are taxed to non-corporate U.S. holders of SFFGA common stock at a
maximum U.S. federal income tax rate of 20%.

Notwithstanding the intended U.S. federal income tax treatment described above, the proper federal income tax
treatment of the sale of the investment properties and the distribution of proceeds from the sale to SFFGA
shareholders is not entirely clear. It is possible that the IRS could treat the distribution as additional cash consideration

in the merger. The consequences upon a recharacterization of the distribution as additional merger consideration
would generally be as described under  Tax Consequences of the Merger Generally treating the amount of such
distribution as cash received in the merger and not as a distribution by SFFGA.

Medicare Tax on Unearned Income. A U.S. holder that is an individual is subject to a 3.8% tax on the lesser of (i) his

or her netinvestment income for the relevant taxable year or (ii) the excess of his or her modified gross income for the
taxable year over a certain threshold (between $125,000 and $250,000 depending on the individual s U.S. federal
income tax filing status). A similar regime applies to estates and trusts. Net investment income generally would
include any capital gain incurred in connection with the merger (including any gain treated as a dividend or any
dividends received in respect of the investment properties as described above under  Tax Consequences of the
Dividend from the investment properties ).

Material U.S. Federal Income Tax Considerations Applicable to Holders of Kilroy Realty Common Stock

This section summarizes the material U.S. federal income tax consequences generally resulting from the election of
Kilroy Realty to be taxed as a REIT and the ownership of Kilroy Realty common stock. The sections of the Code and
the corresponding Treasury Regulations that relate to qualification and operation as a REIT are highly technical and
complex. The following sets forth the material aspects of the sections of the Code that govern the U.S. federal income
tax treatment of a REIT and the holders of certain of its common stock under current law. This summary is qualified
in its entirety by the applicable Code provisions, relevant rules and regulations promulgated under the Code, and
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administrative and judicial interpretations of the Code and these rules and regulations. Kilroy Realty has not sought
and does not plan to seek any rulings from the IRS that it qualifies as a REIT, or otherwise regarding the matters
discussed below. 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 legislation, Treasury regulations, administrative
interpretations and practices and/or court decisions may adversely affect the tax considerations contained in this
discussion. Any such change could apply
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retroactively in a manner that could adversely affect a holder of Kilroy Realty common stock. Thus, Kilroy Realty can
provide no assurance that the tax considerations contained in this summary will not be challenged by the IRS or will
be sustained by a court if so challenged.

U.S. holders are urged to consult their tax advisors regarding the tax consequences to them of:

the ownership and sale or other disposition of Kilroy Realty common stock, including the U.S. federal, state,
local, foreign and other tax consequences;

Kilroy Realty s election to be taxed as a REIT for U.S. federal income tax purposes; and

potential changes in the applicable tax laws.
Taxation of Kilroy Realty in General

Kilroy Realty elected to be taxed as a REIT under Sections 856 through 860 of the Code, commencing with its taxable
year ended December 31, 1997. Kilroy Realty believes it has been organized and has operated in a manner which will
allow it to qualify for taxation as a REIT under the Code commencing with its taxable year ended December 31, 1997,
and Kilroy Realty intends to continue to be organized and operate in this manner. However, qualification and taxation

as a REIT depend upon Kilroy Realty s ability to meet the various qualification tests imposed under the Code,
including through actual annual operating results, asset composition, distribution levels and diversity of stock
ownership. Accordingly, no assurance can be given that Kilroy Realty has been organized and has operated, or will
continue to be organized and operate, in a manner so as to qualify or remain qualified as a REIT. See  Failure to
Qualify.

Provided Kilroy Realty qualifies for taxation as a REIT, it generally will not be required to pay U.S. federal corporate
income taxes on its net income that is currently distributed to Kilroy Realty s stockholders. This treatment substantially
eliminates the double taxation that ordinarily results from investment in a C corporation. A C corporation is a
corporation that is generally required to pay tax at the corporate-level. Double taxation generally means taxation that
occurs once at the corporate level when income is earned and once again at the stockholder level when the income is
distributed. Kilroy Realty will be required to pay U.S. federal income tax, however, as follows:

Kilroy Realty will be required to pay tax at regular corporate tax rates on any undistributed REIT taxable
income, including undistributed net capital gains.

Kilroy Realty may be required to pay the alternative minimum tax on its items of tax preference under some
circumstances.

If Kilroy Realty has (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 nonqualifying income from
foreclosure property, Kilroy Realty will be required to pay tax at the highest corporate rate on this income.
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Foreclosure property is generally defined as property Kilroy Realty acquired through foreclosure or after a
default on a loan secured by the property or a lease of the property.

Kilroy Realty will be required to pay a 100% tax on any net income from prohibited transactions. Prohibited
transactions are, in general, sales or other taxable dispositions of property, other than foreclosure property,
held as inventory or primarily for sale to customers in the ordinary course of business.

If Kilroy Realty fails to satisfy the 75% gross income test or the 95% gross income test, as described below,
but has otherwise maintained its qualification as a REIT because certain other requirements are met, Kilroy
Realty will be required to pay a tax equal to (1) the greater of (A) the amount by which 75% of its gross
income exceeds the amount qualifying under the 75% gross income test, and (B) the amount by which 95%
of its gross income exceeds the amount qualifying under the 95% gross income test, multiplied by (2) a
fraction intended to reflect Kilroy Realty s profitability.
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If Kilroy Realty fails to satisfy any of the REIT asset tests (other than a de minimis failure of the 5% and
10% asset tests), as described below, due to reasonable cause and Kilroy Realty nonetheless maintains its
REIT qualification because of specified cure provisions, Kilroy Realty 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
nonqualifying assets that caused it to fail such test.

If Kilroy Realty fails to satisfy any provision of the Code that would result in its failure to qualify as a REIT
(other than a violation of the REIT gross income tests or certain violations of the asset tests described below)
and the violation is due to reasonable cause, Kilroy Realty may retain its REIT qualification but will be
required to pay a penalty of $50,000 for each such failure.

Kilroy Realty will be required to pay a 4% excise tax to the extent it fails to distribute during each calendar
year at least the sum of (1) 85% of its REIT ordinary income for the year, (2) 95% of its REIT capital gain
net income for the year, and (3) any undistributed taxable income from prior periods.

If Kilroy Realty acquires any asset from a corporation which is or has been a C corporation in a transaction
in which the basis of the asset in Kilroy Realty s hands is less than the fair market value of the asset, in each
case determined at the time Kilroy Realty acquired the asset, and Kilroy Realty subsequently recognizes gain
on the disposition of the asset during the 10-year period beginning on the date on which it acquired the asset,
then Kilroy Realty will be required to pay tax at the highest regular corporate tax rate on this gain to the
extent of the excess of (1) the fair market value of the asset over (2) Kilroy Realty s adjusted basis in the
asset, in each case determined as of the date on which Kilroy Realty acquired the asset. The results described
in this paragraph with respect to the recognition of gain assume that the necessary parties make or refrain
from making the appropriate elections under the applicable Treasury regulations then in effect. The IRS
recently issued final Treasury regulations which exclude from the application of this built-in gains tax any
gain from the sale of property acquired by Kilroy Realty in an exchange under Section 1031 (a like kind
exchange) or 1033 (an involuntary conversion) of the Code.

Kilroy Realty will be required to pay a 100% tax on any redetermined rents, redetermined deductions or

excess interest. In general, redetermined rents are rents from real property that are overstated as a result of
services furnished by Kilroy Realty s taxable REIT subsidiary to any of its tenants. See  Penalty Tax.
Redetermined deductions and excess interest generally represent amounts that are deducted by Kilroy
Realty s taxable REIT subsidiary for amounts paid to Kilroy Realty that are in excess of the amounts that
would have been deducted based on arm s length negotiations.

Kilroy Realty may be subject to a variety of taxes other than U.S. federal income tax, including payroll taxes
and state, local and foreign income, property and other taxes on its assets and operations.
Requirements for Qualification as a REIT. The Code defines a REIT as a corporation, trust or association:

1) that is managed by one or more trustees or directors;

2) that issues transferable shares or transferable certificates to evidence its beneficial ownership;
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3) that would be taxable as a domestic corporation but for special Code provisions applicable to REITs;
4) that is not a financial institution or an insurance company within the meaning of certain provisions of the Code;
5) that is beneficially owned by 100 or more persons;

6) not more than 50% in value of the outstanding stock of which is owned, actually or constructively, by five or fewer
individuals, including specified entities, during the last half of each taxable year; and

7) that meets other tests, described below, regarding the nature of its income and assets and the amount of its
distributions.
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The Code provides that conditions (1) to (4), inclusive, must be met during the entire taxable year and that condition
(5) must be met during at least 335 days of a taxable year of 12 months, or during a proportionate part of a taxable
year of less than 12 months. Conditions (5) and (6) do not apply until after the first taxable year for which an election

is made to be taxed as a REIT. For purposes of condition (6), the term individual generally includes a supplemental
unemployment compensation benefit plan, a private foundation or a portion of a trust permanently set aside or used
exclusively for charitable purposes, but does not include a qualified pension plan or profit sharing trust.

Kilroy Realty believes that it has been organized, has operated and has issued sufficient shares of capital stock with
sufficient diversity of ownership to allow it to satisfy conditions (1) through (7) inclusive, during the relevant time
periods. In addition, Kilroy Realty s charter with respect to its common stock, and the articles supplementary with
respect to preferred stock that Kilroy Realty may issue from time to time, provide for restrictions regarding the
ownership and transfer of Kilroy Realty s shares which are intended to assist it in continuing to satisfy the share
ownership requirements described in conditions (5) and (6) above. These stock ownership and transfer restrictions
with respect to Kilroy Realty s common stock are described in Article IV of its charter. These restrictions, however,
may not ensure that Kilroy Realty will, in all cases, be able to satisfy the share ownership requirements described in
conditions (5) and (6) above. If Kilroy Realty fails to satisfy these share ownership requirements, except as provided
in the next sentence, its status as a REIT will terminate. If, however, Kilroy Realty complies with the rules contained
in applicable Treasury regulations that require it to ascertain the actual ownership of its shares and Kilroy Realty does
not know, or would not have known through the exercise of reasonable diligence, that it failed to meet the requirement
described in condition (6) above, Kilroy Realty will be treated as having met this requirement. See  Failure to Qualify.

In addition, Kilroy Realty may not maintain its status as a REIT unless its taxable year is the calendar year. Kilroy
Realty has and will continue to have a calendar taxable year.

Ownership of Interests in Partnerships, Limited Liability Companies and Qualified REIT Subsidiaries. Kilroy Realty
owns and operates one or more properties through partnerships and limited liability companies. Treasury regulations
generally provide that, in the case of a REIT which is a partner in a partnership or a member in a limited liability
company that is treated as a partnership for U.S. federal income tax purposes, the REIT will be deemed to own its
proportionate share of the assets of the partnership or limited liability company, as the case may be, based on its
interest in partnership capital, subject to special rules relating to the 10% REIT asset test described below. Also,
pursuant to Treasury regulations, the REIT will be deemed to be entitled to its proportionate share of the income of
that entity. The assets and gross income of the partnership or limited liability company retain the same character in the
hands of the REIT, including for purposes of satisfying the gross income tests and the asset tests. In addition, for these
purposes, the assets and items of income of any partnership or limited liability company treated as a partnership or
disregarded entity for U.S. federal income tax purposes in which Kilroy Realty directly or indirectly owns an interest
include such entity s share of assets and items of income of any partnership or limited liability company in which it
owns an interest. See  Tax Aspects of the Operating Partnership, the Subsidiary Partnerships and Limited Liability
Companies below.

Kilroy Realty has direct control of the operating partnership and certain subsidiary partnerships and limited liability
companies and it intends to continue to operate them in a manner consistent with the requirements for Kilroy Realty s
qualification as a REIT. From time to time, Kilroy Realty may be a limited partner or non-managing member in
certain partnerships and limited liability companies. If any such partnership or limited liability company were to take
actions that could jeopardize Kilroy Realty s status as a REIT or require it to pay tax, Kilroy Realty could be forced to
dispose of its interest in such entity. In addition, it is possible that a partnership or limited liability company could take
an action which could cause Kilroy Realty to fail a REIT income or asset test, and that Kilroy Realty would not
become aware of such action in time to dispose of its interest in the partnership or limited liability company or take
other corrective action on a timely basis. In that case, Kilroy Realty could fail to qualify as a REIT unless it was
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Kilroy Realty may from time to time own and operate certain properties through wholly-owned subsidiaries that it
intends to be treated as qualified REIT subsidiaries under the Code. A corporation will qualify as a qualified REIT
subsidiary if a REIT owns 100% of the corporation s outstanding stock and does not elect with the corporation to treat
it as a taxable REIT subsidiary, as described below. A qualified REIT subsidiary is not treated as a separate
corporation, and all assets, liabilities and items of income, gain, loss, deduction and credit of Kilroy Realty s qualified
REIT subsidiaries will be treated as Kilroy Realty s assets, liabilities and such items, for all purposes of the Code,
including the REIT qualification tests. Thus, in applying the U.S. federal tax requirements described in this discussion,
any corporations in which Kilroy Realty owns a 100% interest (other than any taxable REIT subsidiaries) are ignored,
and all assets, liabilities and items of income, gain, loss, deduction and credit of such corporations are treated as
Kilroy Realty s assets, liabilities, and items of income, gain, loss, deduction and credit. A qualified REIT subsidiary is
not required to pay U.S. federal income tax, and Kilroy Realty s ownership of the stock of a qualified REIT subsidiary
does not violate the restrictions on ownership of securities, as described below under  Asset Tests.

Ownership of Interests in Taxable REIT Subsidiaries. A taxable REIT subsidiary is a corporation other than a REIT in
which a REIT directly or indirectly holds stock and that has made a joint election with the REIT to be treated as a
taxable REIT subsidiary. A taxable REIT subsidiary also includes any corporation other than a REIT with respect to
which a taxable REIT subsidiary owns securities possessing more than 35% of the total voting power or value of the
outstanding securities of such corporation. Other than some activities relating to lodging and health care facilities, a
taxable REIT subsidiary may generally engage in any business, including the provision of customary or
non-customary services to tenants of its parent REIT. A taxable REIT subsidiary is subject to income tax as a regular
C corporation. In addition, a taxable REIT subsidiary may be prevented from deducting interest on debt that the parent
REIT directly or indirectly funds if certain tests regarding the taxable REIT subsidiary s debt-to-equity ratio and
interest expense are satisfied. Kilroy Realty s ownership of securities of its taxable REIT subsidiaries will not be
subject to the 10% or 5% asset tests described below. See  Asset Tests. Kilroy Realty currently own interests in Kilroy
Realty TRS, Inc., and it has jointly elected with Kilroy Realty TRS, Inc. to have it be treated as a taxable REIT
subsidiary. Kilroy Realty may acquire interests in additional taxable REIT subsidiaries in the future.

Income Tests. Kilroy Realty must satisfy two gross income requirements annually to maintain its qualification as a
REIT. First, in each taxable year Kilroy Realty must derive directly or indirectly at least 75% of its gross income,
excluding gross income from prohibited transactions, certain hedging transactions entered into after July 30, 2008, and
certain foreign currency gains recognized after July 30, 2008, from (a) investments relating to real property or
mortgages on real property, including rents from real property and, in certain circumstances, interest, or (b) certain
types of temporary investments. Second, in each taxable year Kilroy Realty must derive at least 95% of its gross
income, excluding gross income from prohibited transactions, certain hedging transactions entered into on or after
January 1, 2005, and certain foreign currency gains recognized after July 30, 2008, from the real property investments
described above or dividends, interest and gain from the sale or disposition of stock or securities, or from any
combination of the foregoing.

For these purposes, the term interest generally does not include any amount received or accrued, directly or indirectly,
if the determination of all or some of the amount depends in any way 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 that Kilroy Realty receives from a tenant will qualify as rents from real property for the purpose of satisfying
the gross income requirements for a REIT described above only if all of the following conditions are met:
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Kilroy Realty, or an actual or constructive owner of 10% or more of its stock, must not actually or
constructively own 10% or more of the interests in the tenant, or, if the tenant is a corporation, 10% or more

of the voting power or value of all classes of stock of the tenant. Rents Kilroy Realty receives from such a
tenant that is its taxable REIT subsidiary, however, will not be excluded from the definition of rents from
real property as a result of this condition if at least 90% of the space at the property to which the rents relate
is leased to third parties, and the rents paid by the taxable REIT subsidiary are substantially comparable to
rents paid by Kilroy Realty s other tenants for substantially comparable space. Whether rents paid by Kilroy
Realty s taxable REIT subsidiary are substantially comparable to rents paid by Kilroy Realty s other tenants is
determined at the time the lease with the taxable REIT subsidiary is entered into, extended, and modified, if
such modification increases the rents due under such lease. Notwithstanding the foregoing, however, if a
lease with a controlled taxable REIT subsidiary is modified and such modification results in an increase in
the rents payable by such taxable REIT subsidiary, any such increase will not qualify as rents from real
property. For purposes of this rule, a controlled taxable REIT subsidiary is a taxable REIT subsidiary in
which Kilroy Realty owns stock possessing more than 50% of the voting power or more than 50% of the
total value of the outstanding stock of such taxable REIT subsidiary;

Rent attributable to personal property, leased in connection with a lease of real property, is not greater than
15% of the total rent received under the lease. If this condition is not met, then the portion of the rent
attributable to personal property will not qualify as rents from real property ; and

Kilroy Realty generally must not operate or manage the property or furnish or render services to its tenants,
subject to a 1% de minimis exception and except as provided below. Kilroy Realty may, however, perform
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. Examples of these services
include the provision of light, heat, or other utilities, trash removal and general maintenance of common
areas. In addition, Kilroy Realty may employ an independent contractor from whom it derives no revenue to
provide customary services, or a taxable REIT subsidiary, which may be wholly or partially owned by
Kilroy Realty, to provide both customary and non-customary services to Kilroy Realty s tenants without
causing the rent Kilroy Realty receives from those tenants to fail to qualify as rents from real property. Any
amounts Kilroy Realty receives from a taxable REIT subsidiary with respect to the taxable REIT subsidiary s
provision of non-customary services will, however, be nonqualifying income under the 75% gross income
test and, except to the extent received through the payment of dividends, the 95% REIT gross income test.
Kilroy Realty generally does not intend, and as a general partner of the operating partnership does not intend to permit
the operating partnership, to take actions it believes will cause Kilroy Realty to fail to satisfy the rental conditions
described above. However, Kilroy Realty may intentionally fail to satisfy some of these conditions to the extent such
failure will not, based on the advice of its tax counsel, jeopardize Kilroy Realty s tax status as a REIT. In addition, with
respect to the limitation on the rental of personal property, Kilroy Realty has not obtained appraisals of the real
property and personal property leased to tenants. Accordingly, there can be no assurance that the IRS will agree with
Kilroy Realty s determinations of value.

Income Kilroy Realty receives that is attributable to the rental of parking spaces at its properties will constitute rents
from real property for purposes of the REIT gross income tests if certain services provided with respect to the parking
facilities are performed by independent contractors from whom Kilroy Realty derives no income, either directly or
indirectly, or by a taxable REIT subsidiary, and certain other conditions are met. Kilroy Realty believes that the
income it receives that is attributable to parking facilities meets these tests and, accordingly, will constitute rents from
real property for purposes of the REIT gross income tests.
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From time to time, Kilroy Realty may enter into hedging transactions with respect to one or more of its assets or
liabilities. The term hedging transaction generally means any transaction Kilroy Realty enters into in the normal
course of its business primarily to manage risk of (1) interest rate changes or fluctuations with respect
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to borrowings made or to be made by Kilroy Realty to acquire or carry real estate assets, or (2) for hedging
transactions entered into after July 30, 2008, currency fluctuations with respect to an item of qualifying income under
the 75% or 95% gross income test. The hedging activities may include entering into interest rate swaps, caps and
floors, options to purchase these items, and futures and forward contracts. Income Kilroy Realty derives from a
hedging transaction, including gain from the sale or disposition thereof, that is clearly identified as a hedging
transaction as specified in the Code will not constitute gross income and thus will be exempt from the 95% gross
income test to the extent such a hedging transaction is entered into on or after January 1, 2005, and will not constitute
gross income and thus will be exempt from the 75% gross income test to the extent such hedging transaction is
entered into after July 30, 2008.

Income and gain from a hedging transaction, including gain from the sale or disposition of such a transaction, entered
into on or prior to July 30, 2008 will be treated as nonqualifying income for purposes of the 75% gross income test.
Income and gain from a hedging transaction, including gain from the sale or disposition of such a transaction, entered
into prior to January 1, 2005, will be qualifying income for purposes of the 95% gross income test. To the extent that
Kilroy Realty does not properly identify such transactions as hedges or it hedges with other types of financial
instruments, the income from those transactions is not likely to be treated as qualifying income for purposes of the
gross income tests. Kilroy Realty intends to structure any hedging transactions in a manner that does not jeopardize its
status as a REIT.

To the extent Kilroy Realty s taxable REIT subsidiary, Kilroy Realty TRS, Inc., pays dividends, Kilroy Realty
generally will derive its allocable share of such dividend income through its interest in the operating partnership. Such
dividend income will qualify under the 95%, but not the 75%, REIT gross income test.

Kilroy Realty will monitor the amount of the dividend and other income from its taxable REIT subsidiaries and will
take actions intended to keep this income, and any other nonqualifying income, within the limitations of the REIT
income tests. While Kilroy Realty expects these actions will prevent a violation of the REIT income tests, it cannot
guarantee that such actions will in all cases prevent such a violation. If Kilroy Realty fails to satisfy one or both of the
75% or 95% gross income tests for any taxable year, it may nevertheless qualify as a REIT for the year if it is entitled
to relief under certain provisions of the Code. Kilroy Realty generally may avail itself of the relief provisions if:

following its identification of the failure to meet the 75% or 95% gross income tests for any taxable year,
Kilroy Realty files a schedule with the IRS setting forth each item of its 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

Kilroy Realty s 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 Kilroy Realty would be entitled to the benefit of these
relief provisions. For example, if Kilroy Realty fails to satisfy the gross income tests because nonqualifying income
that it intentionally accrued or received exceeds the limits on nonqualifying income, the IRS could conclude that
Kilroy Realty s failure to satisfy the tests was not due to reasonable cause. If these relief provisions do not apply to a
particular set of circumstances, Kilroy Realty will not qualify as a REIT. As discussed above in ~ Taxation of Kilroy
Realty in General, even if these relief provisions apply, and Kilroy Realty retains its status as a REIT, a tax would be
imposed with respect to Kilroy Realty s nonqualifying income. Kilroy Realty may not always be able to comply with
the gross income tests for REIT qualification despite periodic monitoring of its income.
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Prohibited Transaction Income. Any gain that Kilroy Realty realizes on the sale of property held as inventory or
otherwise held primarily for sale to customers in the ordinary course of business, including Kilroy Realty s share of
any such gain realized by the operating partnership, either directly or through its subsidiary partnerships and limited
liability companies, 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 Kilroy Realty s ability to satisfy the income tests for
qualification as a REIT. Under existing law, whether property is held as
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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. Kilroy Realty intends to hold its
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 its properties consistent with its investment objectives. Kilroy
Realty does not intend to enter into any sales that are prohibited transactions. However, the IRS may successfully
contend that some or all of the sales made by Kilroy Realty or by Kilroy Realty s subsidiary partnerships or limited
liability companies are prohibited transactions. Kilroy Realty would be required to pay the 100% penalty tax on its
allocable share of the gains from any such sales.

Penalty Tax. Any redetermined rents, redetermined deductions or excess interest Kilroy Realty generates will be
subject to a 100% penalty tax. In general, redetermined rents are rents from real property that are overstated as a result
of any services furnished to any of Kilroy Realty s tenants by one of Kilroy Realty s taxable REIT subsidiaries, and
redetermined deductions and excess interest represent any amounts that are deducted by a taxable REIT subsidiary for
amounts paid to Kilroy Realty that are in excess of the amounts that would have been deducted based on arm s length
negotiations. Rents Kilroy Realty receives will not constitute redetermined rents if they qualify for certain safe harbor
provisions contained in the Code.

Kilroy Realty believes that, in all instances in which Kilroy Realty TRS, Inc. provides services to Kilroy Realty s
tenants, the fees paid to Kilroy Realty TRS, Inc. for such services are at arm s-length rates, although the fees paid may
not satisfy the safe-harbor provisions contained in the Code. These determinations are inherently factual, and the IRS
has broad discretion to assert that amounts paid between related parties should be reallocated to clearly reflect their
respective incomes. If the IRS successfully made such an assertion, Kilroy Realty would be required to pay a 100%
penalty tax on the excess of an arm s-length fee for tenant services over the amount actually paid.

Asset Tests. At the close of each quarter of Kilroy Realty s taxable year, Kilroy Realty must also satisfy four tests
relating to the nature and diversification of its assets.

First, at least 75% of the value of Kilroy Realty s total assets, including assets held by its qualified REIT subsidiaries
and its allocable share of the assets held by the operating partnership and its subsidiary partnerships and other entities
treated as partnerships for U.S. federal income tax purposes, must be represented by real estate assets, cash, cash items
and government securities. For purposes of this test, the term real estate assets generally means real property
(including interests in real property and interests in mortgages on real property) and shares (or transferable certificates
of beneficial interest) in other REITs, as well as any stock or debt instrument attributable to investment of the
proceeds of a stock offering or a public offering of debt with a term of at least five years, but only for the one-year
period beginning on the date Kilroy Realty receives such proceeds.

Second, not more than 25% of the value of Kilroy Realty s total assets may be represented by securities, other than
those securities includable in the 75% asset test.

Third, of the investments included in the 25% asset class, and except for investments in other REITs, Kilroy Realty s
qualified REIT subsidiaries and its taxable REIT subsidiaries, the value of any one issuer s securities may not exceed
5% of the value of Kilroy Realty s total assets and Kilroy Realty may not own more than 10% of the total vote or value
of the outstanding securities of any one issuer, except, in the case of the 10% value test, securities satisfying the
straight debt safe-harbor. Certain types of securities that Kilroy Realty may own are disregarded as securities solely
for purposes of the 10% value test, 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. In addition, solely for purposes of the 10% value
test, the determination of Kilroy Realty s interest in the assets of a partnership or limited liability company in which it
owns an interest will be based on Kilroy Realty s proportionate interest in any securities issued by the partnership or
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limited liability company, excluding for this purpose, certain securities described in the Code.

Fourth, not more than 25% (20% for taxable years beginning before January 1, 2009) of the value of Kilroy Realty s
total assets may be represented by the securities of one or more taxable REIT subsidiaries.
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The operating partnership owns 100% of the outstanding stock of Kilroy Realty TRS, Inc. Kilroy Realty TRS, Inc.
elected, together with Kilroy Realty, to be treated as a taxable REIT subsidiary. So long as Kilroy Realty TRS, Inc.
qualifies as Kilroy Realty s taxable REIT subsidiary, Kilroy Realty will not be subject to the 5% asset test, the 10%
voting securities limitation or the 10% value limitation with respect to its ownership of securities in Kilroy Realty
TRS, Inc. Kilroy or Kilroy Realty TRS, Inc. may acquire securities in other taxable REIT subsidiaries in the future.
Kilroy Realty believes that the aggregate value of its taxable REIT subsidiaries will not exceed 25% (or 20% for
taxable years beginning before January 1, 2009) of the aggregate value of its gross assets. With respect to each issuer
in which Kilroy Realty currently owns an interest that does not qualify as a REIT, a qualified REIT subsidiary or a
taxable REIT subsidiary, Kilroy Realty believes that its ownership of the securities of any such issuer has complied
with the 5% asset test, the 10% voting securities limitation, 10% value limitation, and the 75% asset test. No
independent appraisals have been obtained to support these conclusions. In addition, there can be no assurance that the
IRS will not disagree with Kilroy Realty s determinations of value.

The asset tests described above must be satisfied at the close of each calendar quarter of Kilroy Realty s taxable year in
which it (directly or through the operating partnership or Kilroy Realty s subsidiary partnerships and limited liability
companies) acquires securities in the applicable issuer, and also at the close of each calendar quarter in which Kilroy
Realty increases its ownership of securities of such issuer (including as a result of increasing its interest in the
operating partnership or in its subsidiary partnerships and limited liability companies). For example, Kilroy Realty s
indirect ownership of securities of each issuer will increase as a result of its capital contributions to the operating
partnership and as limited partners exercise their redemption/exchange rights. After initially meeting the asset tests at
the close of any quarter, Kilroy Realty will not lose its 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 Kilroy Realty fails to satisfy an asset test because it
acquired securities or other property during a quarter (including as a result of an increase in its interests in the
operating partnership or in its subsidiary partnerships and limited liability companies), Kilroy Realty may cure this
failure by disposing of sufficient nonqualifying assets within 30 days after the close of that quarter. Kilroy Realty
believes that it has maintained and it intends to maintain adequate records of the value of its assets to ensure
compliance with the asset tests. In addition, Kilroy Realty intends to take such actions within 30 days after the close of
any quarter as may be required to cure any noncompliance.

Certain relief provisions may be available to Kilroy Realty if it fails to satisfy the asset tests described above after the
30 day cure period. Under these provisions, Kilroy Realty will be deemed to have met the 5% and 10% REIT asset
tests if the value of its nonqualifying assets (i) does not exceed the lesser of (a) 1% of the total value of its assets at the
end of the applicable quarter or (b) $10,000,000, and (ii) Kilroy Realty disposes of the nonqualifying assets or
otherwise satisfies such asset tests 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. For violations of
any of the asset tests due to reasonable cause and not due to willful neglect and that are, in the case of the 5% and 10%
asset test, in excess of the de minimis exception described above, Kilroy Realty may avoid disqualification as a REIT,
after the 30 day cure period, by taking steps including (i) the disposition of sufficient nonqualifying assets, or the
taking of other actions, which allow Kilroy Realty to meet the asset tests 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 (ii) disclosing certain information to the IRS. In such case, Kilroy Realty will be required
to pay 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 nonqualifying assets.

Although Kilroy Realty believes that it has satisfied the asset tests described above and plans to take steps to ensure
that it satisfies such tests for any quarter with respect to which retesting