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Highwoods Properties, Inc.
Common Stock
Preferred Stock

Depositary Shares
Guarantees

Highwoods Realty Limited Partnership
Debt Securities

This prospectus describes debt and equity seautfiet we may from time to time issue and sellhdigods Properties, Inc. may offer
and sell common stock, preferred stock, deposgthayes and guarantees of debt securities issuklighywoods Realty Limited Partnership.
Highwoods Realty Limited Partnership may offer aetl debt securities.

We may offer and sell these securities to or thinoaige or more underwriters, dealers and agentfire@atly to purchasers, on a
continuous or delayed basis.

The prospectus describes some of the general teahmay apply to these securities. The specifinseof any securities to be offered
will be described in a supplement to this prospectu

The common stock of Highwoods Properties, Indstedl on the New York Stock Exchange under the sjrilW.”

You should carefully read and consider the risk facs included in our periodic reports and other iofmation that we file with the
SEC before you invest in our securitie

Neither the SEC nor any state securities commissidmas approved or disapproved of these securities determined if this
prospectus is truthful or complete. Any representdabn to the contrary is a criminal offense.

The date of this prospectus is March 14, 2(
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You should rely only on the information containadhis prospectus and the accompanying prospegpmesnent or incorporated by
reference in these documents. No dealer, salespersather person is authorized to give any infdrameor to represent anything not
contained or incorporated by reference in this pectus or the accompanying prospectus supplenfentybne provides you with different,
inconsistent or unauthorized information or repnéaons, you must not rely on them. This prospeetud the accompanying prospectus
supplement are an offer to sell only the securifésred by these documents, but only under circanmt®s and in jurisdictions where it is
lawful to do so. The information contained in thimspectus or any prospectus supplement is cusrdptas of the date on the front of those
documents or as of the respective dates of anyndeits incorporated by reference herein.
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ABOUT THIS PROSPECTUS

We refer to Highwoods Properties, Inc. as the “Canyfj and Highwoods Realty Limited Partnership as“@perating Partnership.”
This prospectus is part of a shelf registratiotestent. Under this shelf registration statememt,Gbmpany may offer and sell common st
preferred stock, depositary shares and guarantekbbsecurities issued by the Operating Partifeesid the Operating Partnership may
offer and sell debt securities of various termerie or more offerings. This prospectus provideswithi a general description of the securi
we may offer. Each time we sell securities, we piithvide a prospectus supplement that will conspiecific information about the terms of
that offering. The prospectus supplement may apdate or change information contained in this pecfiss. Before you buy any of our
securities, you should consider the informationtaimed in this prospectus and any prospectus soguietogether with additional
information described under the heading “Where Cam Find More Information.”

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

Some of the information included or incorporateddigrence in this prospectus may contain forwankihg statements. Such
statements include, in particular, statements abouplans, strategies and prospects. You canifgdatward-looking statements by our use
of forward-looking terminology such as “may,” “will‘expect,” “anticipate,” “estimate,” “continue”rather similar words. Although we
believe that our plans, intentions and expectatiefiscted in or suggested by such forward-loolgtajements are reasonable, we cannot
assure you that our plans, intentions or expectatiall be achieved. When considering such forwlaaking statements, you should keep in
mind the following important factors that could sawur actual results to differ materially fromgbaontained in any forward-looking
statement:

» speculative development activity by our competiiarsur existing markets could result in an exoessupply of office, industrial
and retail properties relative to tenant dem:

» the financial condition of our tenants could deisate;

* we may not be able to complete development, adgrisreinvestment, disposition or joint ventur@jpcts as quickly or on as
favorable terms as anticipate

* we may not be able to lease or release space yuickin as favorable terms as old lea
* increases in interest rates would increase our skirtce costs

e we may not be able to meet our liquidity requiretaar obtain capital on favorable terms to fundwarking capital needs and
growth initiatives or to repay or refinance outstiaug debt upon maturity

1
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» we could lose key executive officers; ¢
» our southeastern and midwestern markets may suffexpected declines in economic grov

This list of risks and uncertainties, however, @ imtended to be exhaustive. You should also revie other cautionary statements we
make under the caption “Business — Risk Factorglin2007 Annual Report on Form 10-K, incorpordtgdeference herein, and as updated
in subsequent SEC filings.

Given these uncertainties, you should not placeiemdliance on forward-looking statements. We utadterno obligation to publicly
release the results of any revisions to these fahl@oking statements to reflect any future evemtsircumstances or to reflect the occurrence
of unanticipated events.

THE COMPANY AND THE OPERATING PARTNERSHIP

The Company is a fully-integrated, self-administeaed self-managed equity real estate investmesit (fREIT”) that began operatiot
through a predecessor in 1978. The Company conapitsténitial public offering in 1994 and its commstock is traded on the New York
Stock Exchange (“NYSE”) under the symbol “HIW.” Vdee one of the largest owners and operators ofrbahuwffice, industrial and retail
properties in the southeastern and midwestern tiditates. At December 31, 2007, we:

« wholly owned 311 in-service office, industrial aredail properties, encompassing approximately Bilon rentable square feet,
and 109 rental residential uni

» owned an interest (50.0% or less) in 67 in-seroffiee and industrial properties, encompassing axiprately 7.3 million rentable
square feet, and 418 rental residential units. Biubese in-service office properties are constéd at December 31, 2007 as
more fully described in Notes 1 and 3 to the Cadatéd Financial Statements in our 2007 Annual Repo Form 1-K;

» wholly owned 634 acres of undeveloped land, appnaxtly 493 acres of which are considered core hgtdand which are
suitable to develop approximately 7.6 million rdiiégasquare feet of office and industrial space;

» were developing or re-developing 15 wholly ownedparties comprising approximately 2.2 million squéget that were under
construction or were completed but had not achi®&8d stabilized occupancy and 139 for-sale condumis (through a
consolidated 93% owned joint ventur

The Company conducts virtually all of its activétithrough the Operating Partnership. The Compatheisole general partner of the
Operating Partnership. At December 31, 2007, tha@amy owned all of the preferred partnership irgsré1 the Operating Partnership and
93.3% of the common partnership interests in ther@jng Partnership. Limited partners

2
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(including certain officers and directors of then@many) own the remaining common partnership inter&ach unit of common partnership
interest is redeemable by the holder for the cadhevof one share of common stock or, at the Cogipaption, one share of common stock.

The Company was incorporated in Maryland in 199 Dperating Partnership was formed in North Caaolh 1994. Our executive
offices are located at 3100 Smoketree Court, &lie Raleigh, North Carolina 27604 and our teleghommber is (919) 872-4924. We
maintain offices in each of our primary markets.

USE OF PROCEEDS

Unless otherwise specified in the prospectus supghe, we intend to use the net proceeds from tieea$aecurities offered by this
prospectus for general corporate purposes, inajuitie development and acquisition of additionapprties and other acquisition
transactions, the repayment of outstanding debirapdovements to properties in our portfolio. Agueed by the terms of the partnership
agreement of the Operating Partnership, the Comparst invest the net proceeds of any sale of comstmok, preferred stock or depositary
shares in the Operating Partnership in exchangadditional partnership interests.

RATIOS OF EARNINGS TO COMBINED FIXED CHARGES
AND PREFERRED STOCK DIVIDENDS

The following table shows ratios of earnings tetixxharges for the Company and the Operating Rahipefor the periods shown:

Company Operating Partnership
Year Ended December 31, 20 1.35x 1.35x
Year Ended December 31, 20 1.31x 1.31x
Year Ended December 31, 20 1.22x 1.22x
Year Ended December 31, 20 1.11x 1.11x
Year Ended December 31, 20 0.99x 0.99x

The following table shows ratios of earnings to bamad fixed charges and preferred stock dividendstfe Company and the Operat
Partnership for the periods shown:

Company Operating Partnership
Year Ended December 31, 20 1.21x 1.21x
Year Ended December 31, 20 1.13x 1.13x
Year Ended December 31, 20 0.98x 0.98x
Year Ended December 31, 20 0.89x 0.89x
Year Ended December 31, 20 0.82x 0.82x

For purposes of computing these ratios, earnings haen calculated by adding fixed charges, exstudapitalized interest, to income
(loss) from continuing operations. Fixed chargeassig (if applicable) of interest costs, whethepensed or capitalized, the interest
component of rental expense and amortization of idsbance costs.
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DESCRIPTION OF DEBT SECURITIES

Unless otherwise specified in the prospectus sopghe, the Operating Partnership’s debt securitidde issued under an indenture,
dated as of December 1, 1996, between the Operaérigership, the Company and U.S. Bank Nationabgisition (as successor in interest
to Wachovia Bank, N.A.), as trustee. We have fileglindenture with the SEC. The Trust Indenture &ct939 governs the indenture. The
following description summarizes only the matepadvisions of the indenture. Accordingly, you shibtgad the indenture because it, and not
this description, defines your rights as holderdetft securities issued by the Operating Partrrshi

General

The debt securities will be direct, unsecured @tians of the Operating Partnership and will ragkadly with all other unsecured and
unsubordinated debt of the Operating Partnership.Operating Partnership may issue debt secuiitiese or more series without limit as to
aggregate principal amount. The board of direatbthe Company, as sole general partner of the &ipgrPartnership, will determine the
terms of the debt securities. All debt securitieserte series need not be issued at the same titha aeries may generally be reopened for
additional issuances, without the consent of tHddre of the debt securities of the series.

If any debt securities rate below investment gratdiae time of issuance, they will be fully and anditionally guaranteed by the
Company as to payment of principal, interest andmaamium. The debt securities will be effectivelybordinated to the prior claims of each
secured mortgage lender to any specific propegldacures such lender’'s mortgage.

The indenture provides that there may be more ¢in@ntrustee, each with respect to one or moressefidebt securities. Any trustee
under the indenture may resign or be replaced avigthccessor trustee. Except as otherwise desénlieid prospectus, any action by a trus
may be taken only with respect to the debt seesritor which it is trustee under the indenture.

A prospectus supplement will describe the spetdfims of any debt securities the Operating Partmersfers, including:
» the title of the debt securitie
» the aggregate principal amount of the debt seesr
» the price at which the Operating Partnership \wglie the debt securitie
» the date on which the Operating Partnership wijl i principal of the debt securitie
» the fixed or variable rate at which the debt semsiwill bear interest, or the method to deternihreeinterest rate

4
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the basis upon which the Operating Partnershipoaitulate interest on the debt securities if othan a 360-day year of twelve
3C0-day months

the timing and manner of making principal, inter@stl any premium payments on the debt secur

the place where you may serve notices about thesgehrities and the indenture, if other than asidleed in this prospectu
the portion of the principal amount of the debtuséies payable upon acceleration, if it is othweart the full principal amoun
whether and under what conditions the OperatingnBeship or the holders may redeem the debt s&sy

any sinking fund or similar provision

the currency in which the Operating Partnership paly the principal, interest and any premium payts@n the debt securities, if
other than U.S. dollar:

the events of default or covenants of the debtrétéxs) if they are different from or in additioa those described in this
prospectus

whether the Operating Partnership will issue that decurities in certificated or bc-entry form;

whether the Operating Partnership will issue that decurities in registered or bearer form and tthenominations if other than
$1,000 for registered form or $5,000 for bearemfc

whether the defeasance and covenant defeasandsipnswdescribed in this prospectus apply to th# decurities or are different
in any manner

whether or not the debt securities are guarantgedebCompany

whether and under what circumstances the OperBtnmership will pay additional amounts on the daaturities for any tax,
assessment or governmental charge and, if so, ehtth Operating Partnership will have the optmredeem the debt securities
instead of paying these amounts;

any other terms of the debt securiti

Some debt securities may provide for less tharitiee principal amount to be payable upon acceteraf their maturity, which we
refer to as “original issue discount securitiesheTprospectus supplement will describe any matfidral income tax, accounting and other
considerations applicable to original issue dis¢@acurities.
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Guarantees

The Company will fully and unconditionally guaraatihe payment of principal, interest and any premin any of the Operating
Partnerships debt securities rated below investment gradeedtime of issuance. The Company will also guarmatey sinking fund paymet
on debt securities rated below investment gradadtition, the Company may also guarantee debtitiesurated investment grade.

Denominations, Interest, Registration and Transfer
Unless otherwise described in the prospectus sopple the Operating Partnership will issue debtistes in denominations of:
» $1,000 if they are in registered fori
» $5,000 if they are in bearer form;
» any denomination if they are in global for

Unless otherwise specified in the prospectus sopghe, the principal, interest and any premium dot decurities will be payable at the
corporate trust office of the trustee. However,@perating Partnership may choose to pay integeshbck mailed to the address of the
registered holder or by wire transfer of fundstte holder at an account maintained within the Uh8tates.

If any interest date or a maturity date falls aheg that is not a business day, the required paymiirbe made on the next business
as if it were made on the date the payment wasddeno interest will accrue on the amount so payfdslithe period from and after such
interest payment date or such maturity date, asahe may be. For purposes of the indenture, arféss day” is any day, other than a
Saturday or Sunday, on which banking institutionslew York City are open for business.

Subject to limitations imposed upon debt securisesed in book-entry form, you may exchange debusties for different
denominations of the same series or surrendersgebtities for transfer at the corporate trusteefof the trustee. Every debt security
surrendered for transfer or exchange must be chdgrsed or accompanied by a written instrumentasfdfer. The Operating Partnership will
not require the holder to pay any service chargarfy transfer or exchange, but the trustee oOgherating Partnership may require the
holder to pay any applicable tax or other governaderharge.

Neither the Operating Partnership nor the trusteequired to:

* issue, transfer or exchange any debt securityeifigtbt security may be among those selected ferption during a 15-day
period prior to the date of selectic
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» transfer or exchange any registered security ssldor redemption in whole or in part, except,Ha tase of a registered security
to be redeemed in part, the portion not to be nadeke

» exchange any bearer security selected for redemptoept that the holder may exchange the beatarigefor a registered
security of that series if the holder simultanepusirrenders the registered security for redemptio

» issue, transfer or exchange any debt securitytiieaholder surrenders for repayme

Merger, Consolidation or Sale of Assets

Neither the Operating Partnership nor the Compaay consolidate with, or sell, lease or convey aBubstantially all of its assets to,
or merge into, any other entity, unless:

» the successor entity formed by such consolidatianto which the Operating Partnership or the Conypa merged or which
received the transfer of assets expressly assuayesgnt of the principal, interest and any premiunitee debt securities and the
due and punctual performance and observance of #ile covenants and conditions contained in tderniture;

« immediately after giving effect to the transactian,event of default under the indenture, and remewhich, after notice or the
lapse of time, would become an event of default,decurred and is continuing; a

» the Operating Partnership and the Company eachedet the trustee an officer’s certificate andallegpinion covering these
conditions.

Financial and Operating Covenants

Limitations on Incurrence of Debt The Operating Partnership will not directly or ireditly incur any Debt (as defined below), other
than subordinate intercompany Debt, if, after givaffect to the incurrence of the additional Délh, aggregate principal amount of all
outstanding Debt of the Operating Partnership dubsidiaries on a consolidated basis deternimadcordance with GAAP (as defined
below) is greater than 60% of (i) the Operatingiffaship’s Total Assets (as defined below) as efehd of the calendar quarter covered in
the Operating Partnership’s annual report on FABrRK br quarterly report on Form 10-Q, as the caag be, most recently filed with the
SEC prior to the incurrence of such additional Dald (i) the increase in Total Assets from the ehsuch quarter including, without
limitation, any increase in Total Assets resultirgm the incurrence of such additional Debt (suatreéase together with the Operating
Partnership’s Total Assets, the “Adjusted Total &s9).

In addition, the Operating Partnership will noteditly or indirectly incur any secured Debt if, aftgving effect to the incurrence of the
additional secured Debt, the aggregate principaluarhof all outstanding secured Debt of the OpegaRartnership and its subsidiaries on a
consolidated basis determined in accordance with&B#& greater than 40% of the Operating Partneisiigjusted Total Assets.
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The Operating Partnership will also not directlyiradirectly incur any Debt if the ratio of Consdigd Income Available for Debt
Service to the Annual Service Charge (in each aasiefined below) for the four most recent fisaaers would have been less than 1.5 to
1.0 on a pro forma basis after giving effect toitimirrence of the Debt and to the applicatiorhef proceeds from the Debt. In making this
calculation, it is assumed that:

« the new Debt and any other Debt incurred by ther&jpey Partnership or its subsidiaries since trst flay of the four-quarter
period and the application of the proceeds fronmig Debt, including to refinance other Debt, hadusred at the beginning of
the period

» the repayment or retirement of any other Debt lsy@iperating Partnership or its subsidiaries siheditst day of the four-quarter
period had been repaid or retired at the beginafrtge period (except that the amount of Debt urahgrrevolving credit facility i
computed based upon the average daily balancebbibt during the period

» the income earned on any increase in Adjusted Patsts since the end of the four-quarter periatideen earned, on an
annualized basis, during the period;

* inthe case of any acquisition or disposition by @perating Partnership or any subsidiary of asgtassince the first day of the
four-quarter period, the acquisition or disposit@mrany related repayment of Debt had occurred #sedirst day of the period
with the appropriate adjustments with respect goabquisition or disposition being included in ine forma calculatior

For purposes of the foregoing provisions regardimglimitation on the incurrence of Debt, Debt éethed to be “incurred” by the Operating
Partnership and its subsidiaries on a consolida&st whenever the Operating Partnership andlisidiaries on a consolidated basis create,
assume, guarantee or otherwise become liable recesf the Debt.

Maintenance of Total Unencumbered Asset$e Operating Partnership must maintain total unetered assets of at least 150% of
the aggregate outstanding principal amount of @i$@nding Unsecured Debt.

Existence Except as described above under “—Merger, Condaidar Sale,” the Operating Partnership and then@any must
preserve and keep in full force and effect theistexce, rights and franchises. However, neitheiQperating Partnership nor the Company
are required to preserve any right or franchisedétermines that its preservation is no longesirdéle in the conduct of its business and that
its loss is not disadvantageous in any materiglaetsto the holders of the debt securities.
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Maintenance of PropertiesThe Operating Partnership must maintain all ofritgerial properties in good condition, repair aratking
order, supply all properties with all necessaryiganent and make all necessary repairs, renewaglgaements and improvements necessary
so that we may properly and advantageously cormluchusiness at all times. However, the Operateangnérship may sell its properties for
value in the ordinary course of business.

Insurance.The Operating Partnership must keep all of itsriaisie properties insured against loss or damabtpast equal to their then
full insurable value with financially sound and végble insurance companies.

Payment of Taxes and Other ClaimBach of the Operating Partnership and the Comparst pay, before they become delinquent:

+ all taxes, assessments and governmental charded vimposed upon it or any subsidiary or uperiritome, profits or
properties or that of any subsidiary; ¢

« all lawful claims for labor, materials and supplibat, if unpaid, might by law become a lien upog property of the Operating
Partnership, the Company or any subsidia

However, the Operating Partnership and the Compamyot required to pay any tax, assessment, cloargaim whose amount,
applicability or validity is being contested in gbfaith by appropriate proceedings.

Provision of Financial Information. Holders of debt securities will be provided wittpées of the annual reports and quarterly repor
the Operating Partnership. Whether or not the Qjpey&artnership is subject to Section 13 or 156fdhe Exchange Act and for so long as
any debt securities are outstanding, the Oper&artnership will, to the extent permitted underBxehange Act, be required to file with the
SEC the annual reports, quarterly reports and atbenments that the Operating Partnership woul lhaen required to file with the SEC
pursuant to such Section 13 or 15(d) if the OpegaRartnership were so subject, such documents fiteld with the SEC on or prior to the
respective dates by which the Operating Partnershigd have been required so to file such documiétite Operating Partnership were so
subject. The Operating Partnership will also in aagnt (x) within 15 days of each such requiraddildate (i) transmit by mail to all holders
of debt securities, without cost to such holdeogies of the annual reports and quarterly repohistivthe Operating Partnership would have
been required to file with the SEC pursuant to iBact3 or 15(d) of the Exchange Act if the Operatitartnership were subject to such
sections and (ii) file with the trustee copieshad innual reports, quarterly reports and other mlects that the Operating Partnership would
have been required to file with the SEC pursuargection 13 or 15(d) of the Exchange Act if the @giag Partnership were subject to such
Sections and (y) if filing such documents by thee@ing Partnership with the SEC is not permittedar the Exchange Act, promptly upon
written request and payment of the reasonableafaiiplication and delivery, supply copies of sddtuments to any prospective holder of
the debt securities:

Use of Capitalized Term#s used in this prospectus:
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“ Annual Service Chargeas of any date means the amount that is expansaty 12-month period for interest on Debt.

“ Consolidated Income Available for Debt Servider any period means Consolidated Net Incomedé&fged below) of the Operating
Partnership and its subsidiaries (i) plus amoutticlivhave been deducted for (a) interest on Detit@Operating Partnership and its
subsidiaries, (b) provision for taxes of the OgemPartnership and its subsidiaries based on ie¢cda) amortization of debt discount,

(d) depreciation and amortization, (e) the effédrmy noncash charge resulting from a change inwatting principles in determining
Consolidated Net Income for such period, (f) anzation of deferred charges, (g) provisions forealized losses on properties and
(h) charges for early extinguishment of debt ad€ss amounts that have been included for gaingroperties.

“ Consolidated Net Inconidfor any period means the amount of consolidateidmcome (or loss) of the Operating Partnershibitm
subsidiaries for such period determined on a cdstet@ld basis in accordance with GAAP.

“ Debt” means any indebtedness, whether or not contingengéspect of (i) borrowed money evidenced bydspmotes, debentures or
similar instruments, (ii) indebtedness securedryraortgage, pledge, lien, charge, encumbranceyseacurity interest existing on property,
(iii) the reimbursement obligations, contingenbtinerwise, in connection with any letters of creditually issued or amounts representing the
balance deferred and unpaid of the purchase pfiaeyoproperty except any such balance that caesitan accrued expense or trade payable
or (iv) any lease of property as lessee which whadeflected on a consolidated balance sheetapitalized lease in accordance with
GAAP, in the case of items of indebtedness undehi@ough (iii) above to the extent that any suelmis (other than letters of credit) would
appear as a liability on a consolidated balancetsheaccordance with GAAP, and also includesh#éxtent not otherwise included, any
obligation to be liable for, or to pay, as obligguarantor or otherwise (other than for purposetiéction in the ordinary course of
business), indebtedness of another person.

“ GAAP” means U.S. Generally Accepted Accounting Prirespl

“ Total Assets$ as of any date means the sum of (i) the UndeptediReal Estate Assets and (ii) all other asgateedperating
Partnership and its subsidiaries on a consolida#s@s determined in accordance with GAAP (but edioly intangibles and accounts
receivable).

“ Total Unencumbered Assétmeans the sum of (i) those Undepreciated Reat&g{ssets not subject to an encumbrance andl(ii) a
other assets of the Operating Partnership andlitsidiaries not subject to an encumbrance detedhimaccordance with GAAP (but
excluding intangibles and accounts receivable).

“ Undepreciated Real Estate Asséss of any date means the cost (original cost piystal improvements) of real estate assets of the
Operating Partnership and its subsidiaries on datd, before depreciation and amortization, detegthbn a consolidated basis in accord:
with GAAP.
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“ Unsecured Debt means Debt of the Operating Partnership or afgigiiary that is not secured by any mortgage, libarge, pledge
or security interest of any kind upon any of thegarties owned by the Operating Partnership oradiitg subsidiaries.

Events of Default, Notice and Waiver
The following are events of default with respecaiy series of debt securities issued under theniiode:

default for 30 days in the payment of any instatlingf interest on any debt security of the sel
default in the payment of the principal or any piemon any debt security of the series at its nitytu
default in making any sinking fund payment as regflifor any debt security of the seri

default in the performance of any other covenantaioed in the indenture, other than covenantsdbatot apply to the series, ¢
the default continues for 60 days after not

default in the payment of an aggregate principabamh exceeding $5,000,000 of any recourse deltysacured debt, if the
default occurred after the expiration of any apgllie grace period and resulted in the accelerafidine maturity of the debt, but
only if such debt is not discharged or such aceagélan is not rescinded or annulled within 10 dafgsranotice as provided in the
indenture; ant

any other event of default provided with respedhtt particular series of debt securiti

If any such event of default occurs and continthes trustee or the holders of at least 25% in pad@amount of the outstanding debt
securities of that series may declare the prin@pabunt of all of the debt securities of that seteebe due and payable immediately by wr
notice to us. If the debt securities of that segiesoriginal issue discount securities or indesetlrities, the prospectus supplement will
describe the portion of the principal amount reegiito make the declaration. If this happens an@®iberating Partnership thereafter cures the
default, the holders of at least a majority in pi@l amount of outstanding debt securities of Heaies can void the acceleration.

The indenture also provides that the principal amaf all debt securities of that series would be dnd payable automatically upon
bankruptcy, insolvency or reorganization, or capointment of a receiver, liquidator or truste¢hef Operating Partnership, the Compar
any significant subsidiary or any of their respeetproperty.
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The indenture also provides that the holders tdaxt a majority in principal amount of the outstiug debt securities of a series may
waive any past default with respect to that seagsept a default in payment or a default of a oawt or other indenture provision that can
only be modified with the consent of the holdeeath outstanding debt security affected.

The indenture provides that no holders of any seriay institute any judicial or other proceedingthwespect to the indenture or for
any remedy under the indenture, except in the cbfsglure of the trustee to act for 60 days aftéras received a written request to institute
proceedings for an event of default from the hadsrat least 25% in principal amount of the outdiag debt securities of that series and an
offer of indemnity reasonably satisfactory to ibwever, this provision will not prevent any holdiemm instituting suit for the enforcement of
any payment due on the debt securities.

Subject to provisions in the indenture relatingtgaduties in case of default, the trustee is umaeobligation to exercise any of its rights
or powers under the indenture at the request ectilim of any holders, unless the holders offahéotrustee reasonable security or indemnity.
The holders of at least a majority in principal ambof the outstanding debt securities of a s€oesf all debt securities then outstanding
under the indenture, if applicable) have the righdirect the time, method and place of conducting proceeding for any remedy available to
the trustee. However, the trustee may refuse tovichny direction that:

» isin conflict with any law or the indentur
* may subject the trustee to personal liability
* may be unduly prejudicial to the holders not jogin the direction
Within 120 days after the end of each year, ther&jpey Partnership must deliver to the trusteeféiney’s certificate certifying that no
defaults have occurred under the indenture. Thetdeumust give notice to the holders of debt sgesnvithin 90 days of a default unless the

default has been cured or waived. However, if thsetée considers it to be in the interest of thedrs, the trustee may withhold notice of any
default except a payment default.

Modification of the Indenture

Modifications and amendments of the indenture may be made with the consent of least a majoritgrincipal amount of all
outstanding debt securities or series of outstandébt securities affected by the modification meadment. However, holders of each of the
debt securities affected by the modification mustsent to modifications that have the followingeefs:

» change the stated maturity of the principal, irgeog premium on any debt securi
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reduce the principal amount of, or the rate or amafiinterest on, or any premium payable on redeanmf, any debt security, or
adversely affect any right of repayment of the boldf any debt securit

change the place or currency for payment of praicipterest or premium on any debt secul
impair the right to institute suit for the enforoem of any payment on any debt secui

reduce the percentage of outstanding debt seauatia series necessary to modify or amend thentndey waive compliance with
provisions of the indenture or defaults and consages under the indenture or reduce the quorurntorg/requirements set forth
in the indenture

adversely modify or affect the terms and conditiohthe obligations of the Company with respecany of its guarantees;

modify any of the provisions discussed above ord@frtie provisions relating to the waiver of pastadilts or covenants, except to
increase the required percentage to take the astitmprovide that other provisions may not be ified or waived without the
consent of the holde

The indenture provides that the holders of at laasgjority in principal amount of a series of ¢ansling debt securities may waive
compliance by the Operating Partnership or the Gompvith covenants relating to that series.

The Operating Partnership, the Company and thé&egwsmn modify the indenture without the conseratrof holder for any of the
following purposes:

to evidence the succession of another person t@pleeating Partnership as obligor or the Comparyuasantor

to add to the covenants of the Operating Partneimhihe Company for the benefit of the holdertoasurrender any right or pov
conferred upon the Operating Partnership or the fizmy;

to add events of default for the benefit of thedeos;

to add or change any provisions of the indenturfadditate the issuance of, or to liberalize teets of, debt securities in bearer
form, or to permit or facilitate the issuance obtdsecurities in uncertificated form, so long addes not materially adversely aft
the interests of any of the holde
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» to change or eliminate any provision of the indestso long as any such change or elimination besaffective only when there
are no debt securities outstanding of any seriegqusly created which are entitled to the berafthose provisions

» to secure the debt securitit
e to establish the form or terms of debt securitieany series

» to provide for the acceptance of appointment bycassor trustee to facilitate the administratibthe trusts under the indenture
by more than one truste

» to cure any ambiguity, defect or inconsistencyhia indenture, so long as the action does not nadl{eadversely affect the
interests of any of the holders;

» to supplement any of the provisions of the indemtorthe extent necessary to permit or facilitatfedsance and discharge of any
series, so long as the action does not materidilgsely affect the interests of any of the hold

In addition, with respect to guaranteed securitles,Company may, without the consent of any holdieectly or indirectly assume the
payment of the principal, interest and any premamihe guaranteed securities and the performaneeeny covenant of the indenture that
must be performed by the Operating Partnership.

Upon any assumption, the Company will succeedaddperating Partnership under the indenture an@perating Partnership will be
released from all obligations and covenants wilpeet to the guaranteed securities. To effect asyraption, the Company must:

» deliver to the trustee an officer’s certificate ardopinion of counsel stating that the guarantekadl other covenants of the
Company in the indenture remain in full force affé;

« deliver to the trustee an opinion of independeninsel that the holders of guaranteed securitidshaile no federal tax
consequences as a result of the assumptior

» if any debt securities are then listed on the NemkYStock Exchange, ensure that those debt sexsuvitill not be delisted as a
result of the assumptio

The indenture provides that in determining whetherholders of the requisite principal amount astanding debt securities of a series
have given any request, demand, authorizationgtitig notice, consent or waiver or whether a qooisi present at a meeting of holders of
debt securities:

» the principal amount of an original issue discosetturity that is deemed to be outstanding is theuatnof its principal that would
be due and payable as of the date of determinafion declaration of acceleration of matur
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» the principal amount of a debt security denominateal foreign currency that is deemed outstandirthe U.S. dollar equivalent
the principal amount, determined on the issue filatthe debt security

» the principal amount of an indexed security thatdemed outstanding is the principal face amoutti@fndexed security at
original issuance, unless otherwise provided wadpect to the indexed security; ¢

» debt securities that are directly or indirectly @drby the Operating Partnership or the Companyiaregarded

Voting

The indenture contains provisions for conveningtings of the holders of debt securities of a sefiée trustee, the Operating
Partnership, the Company or the holders of at [B@%i in principal amount of the outstanding delousigies of a series may call a meeting in
any such case upon naotice as provided in the indenExcept for any consent that the holder of elatit security affected by modifications
and amendments of the indenture must give, tharatfive vote of the holders of a majority in pripai amount of the outstanding debt
securities of that series will be sufficient to ptlany resolution presented at a meeting at whighcum is present. However, except as
referred to above, any resolution with respectipr@quest, demand, authorization, direction, motionsent, waiver or other action that may
be made, given or taken by the holders of a sgetcjercentage less than a majority in principalamof the outstanding debt securities of a
series may be adopted at a meeting at which a quarpresent only by the affirmative vote of thédeos of the specified percentage. Any
resolution passed or decision taken at any meefihglders duly held in accordance with the indeatwill be binding on all holders of debt
securities of that series. The quorum at any meetiti be persons holding or representing a majantprincipal amount of the outstanding
debt securities of a series. However, if any adsaio be taken at a meeting with respect to aeminsr waiver that may be given by the
holders of not less than a specified percentageiintipal amount of the outstanding debt securibiea series, the persons holding or
representing that specified percentage will comstia quorum.

Discharge, Defeasance and Covenant Defeasance

The Operating Partnership may discharge obligatiot®lders of any series of debt securities tlhatemot already been delivered to
trustee for cancellation and that either have becdue and payable or will become due and payaltlénnone year or scheduled for
redemption within one year by irrevocably depositivith the trustee, in trust, funds sufficient &yphe principal, interest and any premium
on the series to the stated maturity or redemptats.

As long as the holders of the debt securities matirecognize any resulting income, gain or losgdderal income tax purposes, the
Operating Partnership may elect either:

» to defease and discharge itself and the Compamny &lbof their obligations with respect to the debturities, which we refer to
“defeasanc’; or
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» to release itself and the Company from their obiages under particular sections of the indentureictv we refer to as “covenant
defeasanc”

In order to make a defeasance election, the Opgr&@rtnership or the Company must irrevocably diépath the trustee, in trust, a
sufficient amount to pay the principal, interestl@my premium on the debt securities, and any nandainking fund or analogous payments
on the debt securities, on the scheduled due dEtesdeposit may be either an amount in the cuyrénwhich the debt securities are payable
at stated maturity, or government obligations, oombination of both.

Any such trust may only be established if, amorgothings, we have delivered an opinion of coutss#he trustee stating that the
holders of the debt securities will not recognizeoime, gain or loss for United States federal inetax purposes as a result of the defeasanc
or covenant defeasance and will be subject to dr8tates federal income tax on the same amouriise isame manner and at the same times
as would have been the case if such defeasan@wenant defeasance had not occurred.

If the Operating Partnership elects covenant dafeaeswith respect to the debt securities and thesdeurities are declared due and
payable because of the occurrence of any everdgfatitt still applicable to the debt securities, #meounts deposited with the trustee may not
be sufficient to pay amounts due on the debt skesiat the time of the acceleration resulting fiiia event of default. If this occurs, the
Operating Partnership will remain liable to makgmant of these amounts due at the time of acc@erat

The prospectus supplement may further describgeoysions permitting defeasance or covenant dafeseswith respect to the debt
securities of a particular series.

No Conversion Rights

The debt securities will not be convertible intceschangeable for any capital stock of the Compargquity interests in the Operating
Partnership.

No Personal Liability

No past, present or future officer, director, stoakler or partner of the Company, the Operatingn@aship or any successor thereof
shall have any liability for any obligation or agreent of the Operating Partnership contained utigedebt securities, the indenture or other
debt obligations. Each holder of debt securitieatgepting such debt securities waives and reledissisch liability. The waiver and release
are part of the consideration for the issuanc@éefebt securities.
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Book-Entry System

Except as otherwise set forth in the prospectuplsugent, the debt securities of a series will seésl in the form of one or more fully
registered global securities which will be depaskitgth or on behalf of The Depository Trust CompaNgw York, New York (“DTC"), or
the depository, and will be registered in the nahBTC or its nominee. The global security may bettransferred except as a whole by a
nominee of the depository to the depository omtotlaer nominee of the depository, or by the depogivr another nominee of the depository
to a successor of the depository or a nomineesotaessor to the depository.

So long as the depository or its nominee is thésteged holder of a global security, the depositarits nominee, as the case may be,
will be the sole owner of the debt securities repreeed thereby for all purposes under the indenkixeept as otherwise provided below, the
beneficial owners of the global security or sedesitepresenting debt securities will not be estitio receive physical delivery of certificated
notes and will not be considered the registeredédrsithereof for any purpose under the indentur@ n@ global security representing debt
securities shall be exchangeable or transferaldeoringly, each beneficial owner must rely onphecedures of the depository and, if that
beneficial owner is not a participant, on the prthwes of the participant through which that benefiowner owns its interest in order to
exercise any rights of a registered holder undeirttlenture. The laws of some jurisdictions reqthed certain purchasers of securities take
physical delivery of securities in certificatedforThese limits and laws may impair the abilityrensfer beneficial interests in a global
security representing debt securities.

Each global security representing debt securitilde exchangeable for certificated notes of likaor and terms and of differing
authorized denominations in a like aggregate ppeichmount, only if:

» the depository notifies us that it is unwilling umable to continue as the depository for the glgbalrities or we become aware
that the depository has ceased to be a clearimicggegistered as such under the Securities ExehAngof 1934 and, in any su
case we fail to appoint a successor to the depgsitithin 90 calendar day:

e we, in our sole discretion, determine that the gla@ecurities shall be exchangeable for certifitatetes; o
» an event of default has occurred and is continuiitly respect to the debt securities under the inder

Upon any such exchange, the certificated notesheillegistered in the names of the beneficial osvnéthe global security or securiti
representing debt securities, which names shalrtwéided by the depository’s relevant participantthe trustee.

The depository is a limited-purpose trust compamanized under the New York Banking Law, a “bankimganization” within the
meaning of the New York Banking Law, a
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member of the Federal Reserve System, a “cleadrgpeation” within the meaning of the New York Umifn Commercial Code, and a
“clearing agency” registered pursuant to the piionis of Section 17A of the Securities Exchange Abe depository holds securities that its
participants deposit with the depository. The dépogalso facilitates the settlement among pagvtaits of securities transactions, such as
transfers and pledges, in deposited securitiesigiffirelectronic computerized book-entry changeatiggpants’accounts, thereby eliminati
the need for physical movement of securities dedti€s. Direct participants of the depository inidwsecurities brokers and dealers (including
the agents), banks, trust companies, clearing catipos and certain other organizations. The deémgsis owned by a number of its direct
participants and by the New York Stock Exchange,, lthe American Stock Exchange LLC, and the Natiéwssociation of Securities
Dealers, Inc. Access to the depository’s systeatsis available to others, such as securities bsoded dealers, banks and trust companies,
that clear through or maintain a custodial relafop with a direct participant, either directlyiodirectly, referred to as “indirect participants.”
The rules applicable to the depository and itsigigeints are on file with the SEC.

Purchases of debt securities under the depositsygtem must be made by or through direct partitgyavhich will receive a credit for
the debt securities on the depository’s records. Glanership interest of each actual purchaseradf rate represented by a global security,
referred to as a “beneficial owner,” is in turnb® recorded on the records of direct participantsiadirect participants. Beneficial owners
will not receive written confirmation from the degitmry of their purchase, but beneficial ownersexpected to receive written confirmations
providing details of the transaction, as well asquic statements of their holdings, from the dinearticipants or indirect participants through
which such beneficial owner entered into the tratisa. Transfers of ownership interests in a gla®alurity representing debt securities al
be accomplished by entries made on the books titjp@nts acting on behalf of beneficial ownersn8iécial owners of a global security
representing debt securities will not receive &ieetied notes representing their ownership interéstrein, except in the event that use of the
book-entry system for the debt securities is ditooed.

All global securities representing debt securitigéch are deposited with, or on behalf of, the dejooy are registered in the name of
depository’s nominee, Cede & Co. to facilitate ®dpgent transfers. The deposit of global secuntiéis, or on behalf of, the depository and
their registration in the name of Cede & Co. effeztchange in beneficial ownership. The deposit@y no knowledge of the actual benefi
owners of the global securities representing thakbmntry debt securities. The depository’s recoadfiect only the identity of the direct
participants to whose accounts such debt secuati&sredited, which may or may not be the beradfmivners. The participants will remain
responsible for keeping account of their holdingsehalf of their customers.

Conveyance of notices and other communicationhéylepository to direct participants, by directtiggrants to indirect participants,
and by direct participants and indirect particigatiot beneficial owners will be governed by arrangets among them, subject to any statutory
or regulatory requirements as may be in effect ftione to time.
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Neither the depository nor Cede & Co. will consentote with respect to the global securities repnting the debt securities. Under its
usual procedures, the depository mails an omnibasydo a company as soon as possible after thiicapfe record date. The omnibus proxy
assigns Cede & Ca’consenting or voting rights to those direct paréints to whose accounts the debt securitiesradited on the applicak
record date, identified in a listing attached te ¢mnibus proxy.

Principal, premium, if any, and/or interest, if apayments on the global securities representiaglébt securities will be made to
Cede & Co., or such other nominee as may be regghéstan authorized representative of DTC. The sié@y’s practice is to credit direct
participants’ accounts on the applicable paymetd ateaccordance with their respective holdingsaghon the depositorg’'records unless t
depository has reason to believe that it will remtaive payment on such date. Payments by partisipafeneficial owners will be governed
by standing instructions and customary practicess ghe case with securities held for the accoohtsistomers in bearer form or registere
“street name,” and will be the responsibility othiparticipant and not of the depository, the wagir the Operating Partnership, subject to
any statutory or regulatory requirements as main léfect from time to time. Payment of principptemium, if any, and/or interest, if any, to
the depository is the responsibility of the OpemgtPartnership and the trustee, disbursement of gagments to direct participants shall be
the responsibility of the depository, and disbureehof such payments to the beneficial owners dtwathe responsibility of direct participa
and indirect participants.

If applicable, redemption notices shall be seT&. If less than all of debt securities are begdeemed, the depositosypractice is t
determine by lot the amount of the interest of ediokct participant in such issue to be redeemed.

A beneficial owner shall give notice of any optiorelect to have its debt securities repaid bythrsugh its participant, to the trustee,
and shall effect delivery of such debt securitiggdusing the direct participant to transfer theipi@ant’s interest in the global security or
securities representing such book-entry debt siesiron the depository’s records, to the trustée. requirement for physical delivery of
book-entry debt securities in connection with a demamddpayment will be deemed satisfied when the oginp rights in the global secur
or securities representing such book-entry dehirstezs are transferred by direct participants o depository’s records.

The depository may discontinue providing its sezgias securities depository with respect to the skturities at any time by giving
reasonable notice to the Operating Partnershipeotrtistee. Under such circumstances, in the ékiahti successor securities depository is
not obtained, certificated notes are required tprioged and delivered.

The Operating Partnership may decide to discontirageof the system of book-entry transfers thrahghdepository or a successor
securities depository. In that event, certificatetes will be printed, authenticated and delivered.
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Unless stated otherwise in the applicable prosgesitpplement, any underwriters, dealers or ageithsrgspect to any series of debt
securities issued as global securities will bedliparticipants in DTC.

None of the Operating Partnership, the Company umaerwriter, dealer or agent, the trustee or ayyng agent will have any
responsibility or liability for any aspect of thecords relating to or payments made on accoun¢méficial interests in a global security, or
maintaining, supervising or reviewing any recorelating to these beneficial interests.

Any additional or different terms of the depositaryangement with respect to a series of debt giEmuwill be described in the
prospectus supplement relating to such series.

The information in this section concerning the d8fooy and the depository’s system has been olddioen sources that we believe to
be reliable, but neither we nor the trustee takssrasponsibility for the accuracy thereof.

DESCRIPTION OF PREFERRED STOCK

General

The Company is authorized under its charter tceigglimillion shares of preferred stock in one orergeries and with rights,
preferences, privileges and restrictions that teerdb of directors may fix or designate without &mgher vote or action by the Company’s
stockholders. As of December 31, 2007, 82,937 8% Series A Cumulative Redeemable Preferred Shages issued and outstanding and
2,100,000 8% Series B Cumulative Redeemable Peef@hares were issued and outstanding.

Terms

When the Company issues preferred stock, it wilfutly paid and non-assessable. The preferred skditkot have any preemptive
rights.

Articles supplementary that will become part of @@mpany’s charter will reflect the specific terofsany new series of preferred stock
offered. A prospectus supplement will describe ehgsecific terms, including:

» the title and stated valu

« the number of shares, liquidation preference afetiofy price;
» the dividend rate, dividend periods and paymergs]

» the date on which dividends begin to accrue or mecdate;

» any auction and remarketing procedu

* any retirement or sinking fund requireme

» the price and the terms and conditions of any rediem right;
e any listing on any securities exchan

» the price and the terms and conditions of any caiwe or exchange righ
» whether interests will be represented by deposihares

e any voting rights
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» the relative ranking and preferences as to dividelguidation, dissolution or winding u

e any limitations on issuing any series of preferstmtk ranking senior to or on a parity with theieeof preferred stock as to
dividends, liquidation, dissolution or winding t

« any limitations on direct or beneficial ownershimaestrictions on transfer; a
» any other specific terms, preferences, rights,tétions or restrictions

Rank

Unless otherwise described in the prospectus sopgple the preferred stock will have the followiragking as to dividends, liquidation,
dissolution or winding up:

e senior to the Compa’s common stock and to all other equity securitéging junior to the preferred stoc
e 0n a parity with all equity securities issued bg @ompany which by their terms rank on a parityhwlite preferred stock; ai

» junior to all equity securities, not including camtible debt securities, issued by the Company whictheir terms rank senior
the preferred stocl

Dividends

If declared by the Company’s board of directorgf@med stockholders will be entitled to receiveltdividends at the rate set forth in
the prospectus supplement. The Company will paildids to stockholders of record on the record fitetel by the Company'’s board of
directors.

The prospectus supplement will specify whetherddinids on any series of preferred stock are curaelati non-cumulative. If
dividends are cumulative, they will be cumulativeni the date set forth in the prospectus supplentfedividends are nocumulative and th
Companys board of directors does not declare a dividerydlple on a dividend payment date, then the holdietisat series will have no rig
to receive a dividend, and the Company will havebligation to pay an accrued dividend later far thissed dividend period, whether or not
the board of directors declares dividends on thiesen any future date.

If any preferred stock is outstanding, the Compailynot declare or pay dividends on, or redeenrchase or otherwise acquire any
shares of, its common stock or any capital stookiray junior to a series of preferred stock, ottan dividends paid in or conversions or
exchanges for common stock or other capital stooloy to the preferred stock, unless:

» ifthe series of preferred stock has cumulativédginds, the Company has declared and paid full tatiae dividends for all past
and current dividend periods or declared and resefunds for payment before or at the same tinthedeclaration and payment
on the junior series; «
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» if the series of preferred stock does not have dative dividends, the Company has declared and fodlidividends for the
current dividend period or declared and reservaed$ufor payment before or at the same time asdhkuhtion and payment on
the junior series

When the Company does not pay dividends on shesesrhore than one series of preferred stock rankinmarity as to dividends in
full (or the Company has not reserved a sufficemh for full payment), all of these dividends vii#t declared pro rata so that the amount of
dividends declared per share in each series wdllinases bear the same ratio of accrued dividemdsl. These pro rata payments per share
will not include interest, nor will they include ywaccumulated unpaid dividends from prior periddbe dividends in question are non-
cumulative.

Redemption
If specified in the prospectus supplement, the Comgwill have the right to redeem all or any pdrthe preferred stock in each series
at its option, or the preferred stock will be subj® mandatory redemption. The redemption pricg bepayable in cash or other property.
If the series of preferred stock is subject to nao/ redemption, the prospectus supplement witep:
» the number of shares the Company will redeem ih gear;
» the date after which the Company may or must concenéime redemption; ar
» the redemption price per share, which will incladleaccrued and unpaid dividends other than nonedative dividends for prior
dividend periods
The Company will not redeem less than all of aeseof preferred stock, or purchase or acquire hayes of a series of preferred stock,
other than conversions or exchanges for commork stoother capital stock junior to the preferrealckt unless:

» if the series of preferred stock has cumulativeédginds, the Company has declared and paid full tative dividends for all past
and current dividend periods for this series ofated and reserved funds for payment

» if the series of preferred stock does not have dative dividends, the Company has declared andfodlidividends for the
current dividend period or declared and reservadsifor payment
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The Company may, however, purchase or acquiremeefstock of any series to preserve its statwsREIT or pursuant to an offer
made on the same terms to all holders of prefesteck of that series.

If the Company redeems fewer than all outstandiragess of preferred stock of any series, it willedigtine the number of shares to be
redeemed and whether it will redeem shares prdogathares held or shares requested to be redemrbgdot in a manner determined by the
Company.

The Company will mail redemption notices at leastays, but not more than 60 days, before the rptiemdate to each holder of
record of a series of preferred stock to be reddeahéhe address shown on the share transfer bBakb. notice will state:

» the redemption dat

» the number of shares and series of the preferoatt $b be redeeme

» the redemption price

» the place to surrender certificates for paymerhefredemption price

» that dividends on the shares redeemed will ceaaede on the redemption date; i
» the date upon which any conversion rights will tieraite.

If the Company redeems fewer than all outstandirages of a series of preferred stock, the notidlealgio specify the number of shares
the Company will redeem from each holder. If thenpany gives notice of redemption and has set asiffeient funds necessary for the
redemption in trust for the benefit of stock it hwédeem, then dividends will thereafter ceasectowe and all rights of the holders of the
shares will terminate, except the right to recéheeredemption price.

Liquidation Preference

If the Company liquidates, dissolves or winds wyiffairs, then holders of each series of prefestedk will receive out of the
Company’s legally available assets a liquidatirgjrdbution in the amount of the liquidation prefece per share for that series as specified in
the prospectus supplement, plus an amount eqadll dividends accrued and unpaid, but not includingpunts from prior periods for non-
cumulative dividends, before the Company makesdistyibutions to holders of its common stock or atlyer capital stock ranking junior to
the preferred stock. Once holders of outstandiefepred stock receive their respective liquidatiigjributions, they will have no right or
claim to any of the Company’s remaining assetshénevent that the Company’s assets are not iititd pay the full liquidating
distributions to the holders of all outstandingfpreed stock and all other classes or series afipstal stock ranking on a parity with its
preferred stock, then the Company will distribugeaissets to those holders in proportion to thdifulidating distributions to which they
would otherwise have received.
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After the Company has paid liquidating distribugdn full to all holders of its preferred stockwilll distribute its remaining assets
among holders of any other capital stock rankimgguto the preferred stock according to their extive rights and preferences and number
of shares. For this purpose, a consolidation ogarenf the Company with any other corporation ditgnor a sale of all or substantially all
the Company’s property or business, does not datesth liquidation, dissolution or winding up ottEompany’s affairs.

Voting Rights

Holders of preferred stock will not have any votiights, except as set forth below or in the preggesupplement or as otherwise
required by law.

Whenever the Company has not paid dividends orshages of preferred stock for six or more conseewguarterly periods, the holdt
of such shares may vote, separately as a classailitther series of preferred stock on which tleen@any has not paid dividends, for the
election of two additional directors of the Compalmythis event, the Company’s board of directoil§ lve increased by two directors. The
holders of record of at least 10% of any serigsreferred stock on which the Company has not paidehds may call a special meeting to
elect these additional directors unless the Compacwives the request less than 90 days befordatieeof the next annual or special meeting
of stockholders. Whether or not the holders calbecial meeting, the holders of a series of prefestock on which the Company has not |
dividends may vote for the additional directorshat next annual meeting of stockholders and at sabkequent annual meeting until:

» if the series of preferred stock has a cumulativeldnd, the Company has fully paid all unpaid demds on the shares for the
dividend periods and the then current dividendqakror the Company has declared the unpaid divisland set apart a sufficient
sum for their payment; ¢

» if the series of preferred stock does not havenautative dividend, the Company has fully paid feansecutive quarterly
dividends, or the Company has declared the divisemd set apart a sufficient sum for their payn

Unless the prospectus supplement provides otherttis&Company cannot take any of the followingaiwithout the affirmative vote
of holders of at least two-thirds of the outstagdshares of each series of preferred stock:

» authorize, create or increase the authorized oeésamount of any class or series of capital staoking senior to the series of
preferred stock as to dividends or liquidation rifisttions;

» reclassify any authorized capital stock into shaa@king senior to the series of preferred stoctoatividends or liquidation
distributions;
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» issue any obligation or security convertible inteewidencing the right to purchase any share rankemior to the series of
preferred stock as to dividends or liquidationritisttions; or

e amend, alter or repeal any provision of the Comisadlyarter, whether by merger, consolidation oeotvent, in a manner that
materially and adversely affects any right, prefiess privilege or voting power of the preferredcktc

For these purposes, the following events do noeriadly and adversely affect a series of prefestedk:
e anincrease in the amount of the authorized stadneeferred stock
» the creation or issuance of any other series dépe stock; o

e anincrease in the amount of authorized shardsedadéries of preferred stock or any other serigsaferred stock ranking the
same as or junior to such series as to dividenddiquidation distributions

The holders of a series of preferred stock willdhaw voting rights, however, if the Company redeemsalls for redemption all
outstanding shares of the series and depositemufifunds in a trust to effect the redemptioroobefore the time the act occurs requiring
vote.

Conversion Rights
If any series of preferred stock is convertibl@inbmmon stock, the prospectus supplement willri@sthe following terms:
» the number of shares of common stock into whichstieres of preferred stock are converti
» the conversion price or manner by which the Compaitiycalculate the conversion pric
« the conversion periot
» whether conversion will be at the option of thedest of the preferred stock or the Comp:
e any events requiring an adjustment of the convergitce; anc
» provisions affecting conversion in the event of théemption of the series of preferred stc
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Stockholder Liability

Maryland law provides that no stockholder, incliglholders of preferred stock, will be personaléble for the Company’s acts and
obligations and that the Company’s funds and pitye the only recourse for its acts or obligation

Restrictions On Ownership; Change of Control Provigons

As discussed below under “Description of CommorckteOwnership Limitations and Restrictions on Transf’ for the Company to
qualify as a REIT, not more than 50% in value sfatitstanding capital stock may be owned, diremtlyndirectly, by five or fewer individua
during the last half of a taxable year. As a resht Company’s charter provides generally thaholder may beneficially own more than
9.8% of the Company’s issued and outstanding dagidak. Accordingly, the articles supplementargigaating the terms of each series of
preferred stock may contain provisions restrictimg ownership and transfer of the preferred stdblk. prospectus supplement will specify
any additional ownership limitation relating toexies of preferred stock.

For a discussion of provisions in the Company’stenahat may have the effect of delaying, deferién preventing a change of control
of the Company, see under “Description of Commati8tthe subsections titled “Business CombinatidotSlassification of Board of
Directors, Vacancies and Removal of Directors,” é@qiing Partnership Agreement,” and “Stockholdgh® Plan.”

Transfer Agent
The prospectus supplement will identify the transigent for the preferred stock.

DESCRIPTION OF DEPOSITARY SHARES

General

The Company may issue depositary shares, eachiofiwdould represent a fractional interest of a stadra particular series of
preferred stock. The Company will deposit shargsreferred stock represented by depositary shar@ésria separate deposit agreement
among the Company, a preferred stock depositarytentiolders of the depositary shares. Subjedtaadrms of the deposit agreement, each
owner of a depositary share will possess, in priioto the fractional interest of a share of prefd stock represented by the depositary
share, all the rights and preferences of the medestock represented by the depositary shares.

Depositary receipts will evidence the depositagreh issued pursuant to the deposit agreement.drately after the Company issues
and delivers preferred stock to a preferred stagoditary, the preferred stock depositary will ssthe depositary receipts.
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Dividends and Other Distributions

The depositary will distribute all cash dividendstbe preferred stock to the record holders offégositary shares. Holders of
depositary shares generally must file proofs, fieaties and other information and pay charges apéreses of the depositary in connection
with distributions.

If a distribution on the preferred stock is otheart in cash and it is feasible for the depositargistribute the property it receives, the
depositary will distribute the property to the retholders of the depositary shares. If such aildigion is not feasible and the Company
approves, the depositary may sell the propertydistdbute the net proceeds from the sale to théens of the depositary shares.

Withdrawal of Stock

Unless the Company has previously called the uyiberpreferred stock for redemption or the holdethe depositary shares has
converted such shares, a holder of depositary smaag surrender them at the corporate trust offidbe depositary in exchange for whole or
fractional shares of the underlying preferred stimglether with any money or other property represgby the depositary shares. Once a
holder has exchanged the depositary shares, tderhmlay not redeposit the preferred shares and/eedepositary shares again. If a
depositary receipt presented for exchange inteepred stock represents more shares of preferreld gian the number to be withdrawn, the
depositary will deliver a new depositary receipttfte excess number of depositary shares.

Redemption of Depositary Shares

Whenever the Company redeems shares of prefewekl Iséld by a depositary, the depositary will redebe corresponding amount of
depositary shares. The redemption price per depgsshare will be equal to the applicable fractibthe redemption price and any other
amounts payable with respect to the preferred sibthe Company intends to redeem less than ahefunderlying preferred stock, the
Company and the depositary will select the depgsihares to be redeemed as nearly pro rata ascatale without creating fractional
depositary shares or by any other equitable medletermined by the Company that preserves its RElIs

On the redemption date:

» all dividends relating to the shares of preferrextis called for redemption will cease to acct
» the Company and the depositary will no longer démerdepositary shares called for redemption toutstanding; an

» all rights of the holders of the depositary shaaked for redemption will cease, except the righteceive any money payable
upon the redemption and any money or other properniyhich the holders of the depositary sharesatitied upon redemptio
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Voting of the Preferred Stock

When a depositary receives notice regarding a mgeati which the holders of the underlying prefesaatk have the right to vote, it
will mail that information to the holders of thepissitary shares. Each record holder of depositaayes on the record date may then instruct
the depositary to exercise its voting rights far #mount of preferred stock represented by thatensl depositary shares. The depositary will
vote in accordance with these instructions. Theodiéary will abstain from voting to the extent @ab not receive specific instructions from
the holders of depositary shares. A depositarywatlbe responsible for any failure to carry out arstruction to vote, or for the manner or
effect of any vote, as long as any action or ndieads in good faith and does not result from fgeghce or willful misconduct of the
depositary.

Liquidation Preference

In the event of the Company’s liquidation, dissmntor winding up, a holder of depositary sharel iwceive the fraction of the
liquidation preference accorded each share of lyidgrpreferred stock represented by the deposihgye.

Conversion of Preferred Stock

Depositary shares will not themselves be converiiftio common stock or any other securities or eriypof the Company. However, if
the underlying preferred stock is convertible, leofdof depositary shares may surrender them tdepesitary with written instructions to
convert the preferred stock represented by thgiosigary shares into whole shares of common stutler shares of the Company’s preferred
stock or other shares of stock, as applicable. Upoeipt of these instructions and any amountsigaya connection with a conversion, the
Company will convert the preferred stock usingshme procedures as those provided for deliveryaféped stock. If a holder of depositary
shares converts only part of its depositary shanesgepositary will issue a new depositary recipany depositary shares not converted.
The Company will not issue fractional shares of swn stock upon conversion. If a conversion willules the issuance of a fractional sh.
the Company will pay an amount in cash equal tostiiee of the fractional interest based upon thsioly price of the common stock on the
last business day prior to the conversion.

Amendment and Termination of a Deposit Agreement

The Company and the depositary may amend any fbdepositary receipt evidencing depositary shanesamy provision of a deposit
agreement. However, unless the existing holdesd tgfast two-thirds of the applicable depositargreb then outstanding have approved the
amendment, the Company and the depositary may aké @iny amendment that:

« would materially and adversely alter the rightshaf holders of depositary shares
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» would be materially and adversely inconsistent whth rights granted to the holders of the undegyireferred stoct

Subject to exceptions in the deposit agreementanept in order to comply with the law, no amendnmeay impair the right of any
holders of depositary shares to surrender theiosiggry shares with instructions to deliver theenyng preferred stock and all money and
other property represented by the depositary shBkesy holder of outstanding depositary shargéheatime any amendment becomes
effective who continues to hold the depositary shavill be deemed to consent and agree to the ammmtdand to be bound by the amended
deposit agreement.

The Company may terminate a deposit agreement npbless than 30 days’ prior written notice to depositary if:
» the termination is necessary to preserve the Coy's REIT status; ¢
* amajority of each series of preferred stock aéfédiy the termination consents to the termina
Upon a termination of a deposit agreement, holdétlse depositary shares may surrender their degggsihares and receive in
exchange the number of whole or fractional shafeseferred stock and any other property represkbyethe depositary shares. If the
Company terminates a deposit agreement to pregiersetus as a REIT, then the Company will usbétst efforts to list the preferred stock
issued upon surrender of the related depositamestan a national securities exchange.
In addition, a deposit agreement will automaticsdisminate if:
» the Company has redeemed all underlying prefetak subject to the agreeme

« afinal distribution of the underlying preferredait in connection with any liquidation, dissolutionwinding up has occurred, a
the depositary has distributed the distributioth® holders of the depositary shares

» each share of the underlying preferred stock has benverted into other capital stock of the Comypaot represented by
depositary share

Charges of a Preferred Stock Depositary

The Company will pay all transfer and other taxed governmental charges arising in connection witteposit agreement. In addition,
the Company will generally pay the fees and expen$a depositary in connection with the perforneaatits duties. However, holders of
depositary shares will pay the fees and expensasiepositary for any duties requested by the heliat the deposit agreement does not
expressly require the depositary to perform.
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Resignation and Removal of Depositary

A depositary may resign at any time by deliveringhte Company notice of its election to resign. Toenpany may also remove a
depositary at any time. Any resignation or remavilltake effect upon the appointment of a succesepositary. The Company will appoint
a successor depositary within 60 days after dslieéthe notice of resignation or removal. The ®8sor must be a bank or trust company
with its principal office in the United States amave a combined capital and surplus of at leastn$iidn.

Miscellaneous
The depositary will forward to the holders of deipary shares any reports and communications frabmpany with respect to the
underlying preferred stock.

Neither the depositary nor the Company will beléabany law or any circumstances beyond theirtadmprevent or delay them from
performing their obligations under a deposit agreeinThe obligations of the Company and a depgsitader a deposit agreement will be
limited to performing their duties in good faithdawithout negligence in regard to voting of preéeristock, gross negligence or willful
misconduct. Neither the Company nor a depositargtrprosecute or defend any legal proceeding wipeet to any depositary shares or the
underlying preferred stock unless they are furrdshigh satisfactory indemnity.

The Company and any depositary may rely on thdemriadvice of counsel or accountants, or infornmagicovided by persons
presenting shares of preferred stock for depositdns of depositary shares or other persons théguve in good faith to be competent, anc
documents they believe in good faith to be genaim signed by a proper party.

In the event a depositary receives conflictingroairequests or instructions from the Company aychalders of depositary shares, the
depositary will be entitled to act on the claimegjuests or instructions received from the Company.

Depositary
The prospectus supplement will identify the deogifor the depositary shares.

Listing of the Depositary Shares
The prospectus supplement will specify whetherairthe depositary shares will be listed on any sges exchange.
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DESCRIPTION OF COMMON STOCK

General

The Company is authorized under its charter tceig$l0 million shares of its common stock. Eachtantding share of common stock
entitles the holder to one vote on all mattersqumé=d to stockholders for a vote. Unless applickverequires otherwise, and except in
limited circumstances as our charter may providé vaspect to any series of preferred stock tretbmpany may issue, the holders of
common stock will possess exclusive voting powee S—Ownership Limitations and Restrictions on &fans.”

All shares of common stock issued will be duly awired, fully paid and non-assessable. Distribigioray be paid to the holders of
common stock if and when declared by the Company&sd of directors out of legally available funiihe Company intends to continue to
pay quarterly dividends.

Under Maryland law, stockholders are generallyliadiie for the Company’s debts or obligationshié tCompany is liquidated, subject
to the right of any holders of preferred stockdoaive preferential distributions, each outstandimare of common stock will participate pro
rata in any remaining assets.

Holders of common stock have no conversion, sinkimgl or redemption rights or preemptive rights.

The common stock is currently listed for tradingtbe New York Stock Exchange. The Company will ggplthe New York Stock
Exchange to list any additional shares of commoanksthat the Company offers and sells pursuantamapectus supplement.

The transfer agent and registrar for our commooksit® American Stock Transfer & Trust.

Ownership Limitations and Restrictions on Transfers

To maintain its REIT qualification, not more thadb in value of the Company’s outstanding stock tm@pwned directly or indirectly
by five or fewer individuals (including certain @fs treated as individuals for these purposesindithe last half of a taxable year and at |
100 persons must beneficially own its outstandiogksfor at least 335 days per 12-month taxable.yBahelp ensure that the Company
meets these tests, the Company’s charter providesib person or entity may directly or construgliivvown more than 9.8% in value of the
Company'’s issued and outstanding
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capital stock, without obtaining a written waiveorh the board of directors. For purposes of this/igsion, corporations, partnerships,
“groups” within the meaning of Section 13(d)(3)tbé Securities Exchange Act of 1934 and otherientére treated as single persons. The
board of directors has discretion to waive this esghip limit if the board receives evidence thahership in excess of the limit will not
jeopardize the Compa’s REIT status.

The restrictions on transferability and ownershify mot apply if the board of directors and thedktbolders holding two-thirds of the
Company’s outstanding shares of capital stock deter that it is no longer in the Company’s bestiiest to be a REIT. The Company has no
current intention to seek to change its REIT tatust.

All certificates representing shares of commonlstozar a legend referring to the restrictions dbedrabove.

Holders of more than 1% of the Company’s commonkstw preferred stock must file a written respotwsthe Company’s request for
stock ownership information, which will be maliled later than January 3mf each year. This notice should contain the hdddegame and
address, the number of shares of common stockeéemped stock such holder owns and a descriptidrowaf such holder holds the shares. In
addition, such holders will be required to disclosariting any other information that the Compargeds in order to determine the effect of
such holder’s ownership on the Company’s statusREIT.

These ownership limitations could have the effégrecluding a third party from obtaining contrales the Company unless the
Company’s board of directors and its stockholdetemnine that maintaining REIT status is no lordgsirable.

Limitations of Liability and Indemnification of Dir ectors and Officers

Maryland general corporation law and the Compankiarter exculpate each director and officer incatiby the Company or by
stockholders in derivative actions from liabilitplass the director or officer has received an impprgersonal benefit in money, property or
services or has acted dishonestly, as establishedibal judgment of a court.

The charter also provides that the Company wilemmdify a present or former director or officer agiexpense or liability in an action
to the fullest extent permitted by Maryland law. iyland law permits a corporation to indemnify itegent and former directors and officers,
among others, against judgments, penalties, fsetements and reasonable expenses they inconirection with any proceeding to which
they are a party because of their service as areaffdirector or other similar capacity. Howevdiaryland law prohibits indemnification if it
is established that:

» the act or omission of the director or officer waaterial to the matter giving rise to the procegdind was committed in bad faith
or was the result of active and deliberate dishign
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» the director or officer actually received an impgopersonal benefit in money, property or servioe
» inthe case of any criminal proceeding, the dineotoofficer had reasonable cause to believe tieatatt or omission was unlawf

We believe that the exculpation and indemnificapoovisions in the charter help induce qualifiediiiduals to agree to serve as
officers and directors of the Company by providindegree of protection from liability for allegedstakes in making decisions and taking
actions. You should be aware, however, that themdgions in the Company’s charter and Maryland ¢ave you a more limited right of
action than you otherwise would have in the absefiseich provisions. We also maintain a policy inéctors’ and officersliability insuranct
covering certain liabilities incurred by the Compandirectors and officers in connection with therfermance of their duties.

The above indemnification provisions could opetatademnify directors, officers or other persortsovexert control over the Compe
against liabilities arising under the Securitieg 8&1933. Insofar as the above provisions mayatlmat type of indemnification, we have
been informed that, in the SEC’s opinion, such indéication is against public policy as expressethie Securities Act and is therefore
unenforceable.

Business Combinations

Pursuant to the Company’s charter and Maryland theeCompany cannot merge into or consolidate aiither corporation or enter
into a statutory share exchange transaction intwtiie Company is not the surviving entity or séllba substantially all of its assets unless
board of directors adopts a resolution declarimgpitoposed transaction advisable and a majoritgeostockholders voting together as a si
class approve the transaction. Maryland law prédhitiockholders from taking action by written cartagnless all stockholders consent in
writing. The practical effect of this limitation that any action required or permitted to be talgthe Company’s stockholders may only be
taken if it is properly brought before an annuaspecial meeting of stockholders. The Company’awsglfurther provide that in order for a
stockholder to properly bring any matter beforeeeting, the stockholder must comply with requireta@agarding advance notice. The
foregoing provisions could have the effect of dalgyuntil the next annual meeting stockholder axdithat the holders of a majority of the
Company'’s outstanding voting securities favor. Bhgovisions may also discourage another person fnaking a tender offer for the
Company’s common stock, because such person ¢y,een if it acquired a majority of the Compangigstanding voting securities, would
likely be able to take action as a stockholderhsagelecting new directors or approving a memyay; at a duly called stockholders meeting.

Maryland law also establishes special requiremeittsrespect to business combinations between Madytorporations and interested
stockholders unless exemptions apply. Among othiags, the law prohibits for five years a merged ather similar transactions between a
company and an interested stockholder and reqaisepermajority vote for such transactions afterahd of the five-year period. The
Company’s charter contains a provision exemptimgGbmpany from the Maryland business combinatiatutt. However, we cannot assure
you that this charter provision will not be amendedepealed at any point in the futu

Control Share Acquisitions

Maryland general corporation law provides that oorghares of a Maryland corporation acquired @oatrol share acquisition have no
voting rights except to the extent approved by t& wb two-thirds of the votes entitled to be castloe matter, excluding shares owned by the
acquirer or by officers or employee directors. Thatrol share acquisition statute does not appshares acquired in a merger, consolidation
or share exchange if the corporation is a parthedransaction, or to acquisitions approved onmgxed by the corporation’s charter or
bylaws. The Company’s bylaws contain a provisioaregting from the control share acquisition statutg stock acquired by any person.
However, we cannot assure you that this bylaw gioxiwill not be amended or repealed at any poitié future.

Classification of Board of Directors, Vacancies andRemoval of Directors

The directors on the Compasyboard of directors are currently divided intcethclasses, and each of these directors genesallgssfo
a three-year term. A director may only be remowrdchuse by the affirmative vote of two-thirds voteghe Company’s outstanding common
stock. These staggered terms of the Company’s boayddiscourage offers for the Company or makecgpuiaition of the Company more
difficult, even when an acquisition is in the beerest of the stockholders

The Company’s charter and bylaws provide that aritgjof the directors or the stockholders maydifly vacancy on the board of
directors. However, under Maryland law, only theuzbof directors can fill vacancies even thoughdharter and bylaws provide otherwise.
In addition, the Company'’s bylaws provide that othlg board of directors may increase or decreasaumber of persons
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serving on the board of directors. These provisfmeslude stockholders from removing incumbentalaes, except for cause and upon a
substantial affirmative vote, and filling the vacas created by such removal with their own nonsnewil the next annual meeting of
stockholders.

Amendment of Charter and Bylaws

Except as set forth below, the Company’s charterbeaamended only by the affirmative vote of haddefrnot less than a majority of
the outstanding shares of common stock. Howeverptavisions in the charter relating to the rem@falirectors and preservation of the
Company’s REIT status may only be amended by theraitive vote of holders of not less than two-tlsiof the outstanding shares of
common stock.

Operating Partnership Agreement

Upon a change in control of the Company, the pastip agreement of the Operating Partnership regquiertain acquirers to maintain
an umbrella partnership real estate investment (fU®REIT”) structure with terms at least as faable to the limited partners as are
currently in place. For instance, in certain tratisas, the acquirer would be required to presémedimited partnes right to continue to hol
tax-deferred partnership interests that are redbknfier capital stock of the acquirer. Some chasfgeontrol transactions involving the
Company could require the approval of two-thirdshef limited partners of the Operating Partnergbiper than the Company). These
provisions may make a change of control transaétivalving the Company more complicated and theeefaight decrease the likelihood of
such a transaction occurring, even if such a ti@im@awould be in the best interest of the Comparsyockholders.

MATERIAL FEDERAL INCOME TAX CONSIDERATIONS

The following discussion describes the materiakfatlincome tax consequences relating to the taxati the Company as a REIT and
the ownership and disposition of the Company’sistoc

If the Company offers one or more additional seoiegreferred stock or the Operating Partnershigrefone or more additional series
debt securities, the prospectus supplement willigde information about any additional material fedléncome tax consequences to holde!
those shares of preferred stock or debt securities.

Because this summary is intended only to addres$sriabfederal income tax consequences relatirtheamwnership and disposition of
the Company’s stock, it may not contain all theindation that may be important to you. As you rewvibis discussion, you should keep in
mind that:

» the tax consequences to you may vary depending ymanparticular tax situatiot

» special rules that we do not discuss below mayyaififior example, you are a tax-exempt organizate broker-dealer, a nds:S.
person, a trust, an estate, a regulated investooempany, a financial institution, an insurance campor otherwise subject to
special tax treatment under the Internal Revenuse(
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» this summary generally does not address statd, docer-U.S. tax consideration

« this summary deals only with the Company’s stoctbd that hold common stock as “capital assetdiiwihe meaning of
Section 1221 of the Internal Revenue Code;

« we do not intend this discussion to be, and yowlshoot construe it as, tax advic

You should both review the following discussion aodisult with your own tax advisor to determine éffiect of ownership and
disposition of the Company’s stock on your indiatitax situation, including any state, local or Ads8. tax consequences.

We base the information in this section on theentrinternal Revenue Code, current, final, tempoaad proposed Treasury
regulations, the legislative history of the IntdrRavenue Code, current administrative interpretegiand practices of the IRS, including its
practices and policies as endorsed in privaterlattengs, which are not binding on the IRS, angtng court decisions. Future legislation,
regulations, administrative interpretations andrtdecisions could change current law or advera#figct existing interpretations of current
law. Any change could apply retroactively. The Camp has not obtained any rulings from the IRS coring the tax treatment of the mat!
discussed below. Thus, it is possible that thedB#d challenge the statements in this discussuiich do not bind the IRS or the courts, i
that a court could agree with the IRS.

Taxation of the Company as a REIT

The Company believes that, commencing with itsliéxgiear ended December 31, 1994, it has beeniaaghand has operated in such
a manner as to qualify for taxation as a REIT urderinternal Revenue Code, and the Company intendsntinue to be organized and to
operate in such a manner. However, we cannot agsurthat the Company has operated or will opgratemanner so as to qualify or rem
qualified as a REIT.

Federal Income Taxation of the Company

If the Company has qualified and continues to dué#ir taxation as a REIT, it generally will not babject to federal corporate income
tax on that portion of its ordinary income or capdain that is currently distributed to stockhoklélhe REIT provisions of the Internal
Revenue Code generally allow a REIT to deductibistions paid to its stockholders, substantiallynglating the federal “double taxation”
on earnings (once at the corporate level when daand once again at the stockholder level whenmilliged) that usually results from
investments in a corporation. Nevertheless, the fgzom will be subject to federal income tax as folio
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First, the Company will be taxed at regular corporates on its undistributed “REIT taxable incohie¢luding undistributed net capi
gains.

Second, under some circumstances, the Company ensytiject to the “alternative minimum tax” as assmuence of its items of tax
preference.

Third, if the Company has net income from the salether disposition of “foreclosure property” thlaé Company holds primarily for
sale to customers in the ordinary course of businesther non-qualifying income from foreclosuregerty, it will be subject to tax at the
highest corporate rate on such income.

Fourth, if the Company has net income from “praieitditransactions” (which are, in general, certalesor other dispositions of
property other than foreclosure property held prilmdor sale to customers in the ordinary cour§business), such income will be subject to
a 100% tax.

Fifth, if the Company should fail to satisfy eitlthe 75% gross income test or the 95% gross indesiddiscussed below) but has
nonetheless maintained its qualification as a Rig@ause it has met other requirements, the Comp#inye subject to a 100% tax on the
gross income attributable to (1) the greater otl{@)amount by which the Company fails the 75%degb) the amount by which the
Company fails the 95% income test, multiplied bygZraction intended to reflect the Company’s jpadility.

Sixth, if the Company fails to distribute duringchayear at least the sum of:
» 85% of its ordinary income for such ye
» 95% of its capital gain net income for such yead
» any undistributed taxable income from prior peric

then the Company will be subject to a 4% exciseotathe excess of this required distribution amawar the amounts actually
distributed.

Seventh, if the Company should acquire any assat & “C” corporation (i.e., a corporation generaillpject to full corporate-level tax)
in a carryover-basis transaction and provided rotin is made for the transaction to be curretathable, and the Company subsequently
recognizes gain on the disposition of such ass#éhgithe 10-year period beginning on the date oitlwthe Company acquired the asset, the
Company generally will be subject to tax at theheigt regular corporate rate on the lesser of treuathof gain that the Company recognizes
at the time of the sale or disposition and the amhotigain that the Company would have recognizéidei Company had sold the asset at the
time it acquired the asset, the “Built-in Gains Tax

The Company owns direct or indirect interests imumber of taxable REIT subsidiaries. A “taxable REubsidiary” of the Company is
a corporation in which the Company directly or
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indirectly owns stock and that elects, togethehwlie Company, to be treated as a taxable REITidiabg of the Company. In addition, if a

taxable REIT subsidiary of the Company owns, diyeat indirectly, securities representing 35% orrenof the vote or value of a subsidiary
corporation, that subsidiary will also be treatecadaxable REIT subsidiary of the Company. A téex&EIT subsidiary is subject to federal
income tax, and state and local income tax whepéiGgble, as a regular “C” corporation.

Generally, a taxable REIT subsidiary may perforrmsampermissible tenant services without causiegGbmpany to receive
impermissible tenant services income under the Rid®@me tests. However, several provisions reggrtlie arrangements between a REIT
and its taxable REIT subsidiaries ensure that ali@xREIT subsidiary will be subject to an appraf@ilevel of federal income taxation. For
example, the Internal Revenue Code limits the tgloli a taxable REIT subsidiary to deduct intepEstments in excess of a certain amount
made to the Company. In addition, the Company mpagta 100% tax on some payments that it receives certain expenses deducted by
the taxable REIT subsidiary if the economic arrangets between the Company, the Company’s tenadtthartaxable REIT subsidiary are
not comparable to similar arrangements among uekjsarties. The Company'’s taxable REIT subsidiamake interest and other payments
to the Company and to third parties in connectidth activities related to the Company’s propertl& cannot assure you that the
Company’s taxable REIT subsidiaries will not beited in their ability to deduct interest paymentada to the Company. In addition, we
cannot assure you that the IRS might not seek pog® the 100% tax on services performed by taxRBI& subsidiaries for tenants of the
Company, or on a portion of the payments receiwetheé Company from, or expenses deducted by, tmep@ay’s taxable REIT subsidiaries.

Requirements for Qualification
To qualify as a REIT, the Company must elect torbated as a REIT and must meet the requiremestsjssed below, relating to the
Company’s organization, sources of income, andreaifiassets.
The Internal Revenue Code defines a REIT as a catipa, trust or association:
» thatis managed by one or more trustees or dirg(
» the beneficial ownership of which is evidenced taysferable shares or by transferable certificatégneficial interest
» that would be taxable as a domestic corporatiorfdndpplication of the REIT rule:
» that is neither a financial institution nor an irmce company subject to certain provisions ofiternal Revenue Cod
« that has at least 100 persons as beneficial ow
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» during the last half of each taxable year, not nitba& 50% in value of the outstanding stock of Wwhi&cowned, directly or
indirectly, through the application of certain #tttition rules, by five or fewer individuals (as ohefd in the Internal Revenue Code
to include certain entities

« that files an election or continues such electmbéd taxed as a REIT on its return for each taxpdsde;
» that uses the calendar year as its taxable yedl
» that satisfies the income tests, the asset tesdsthe distribution tests, described beli

The Internal Revenue Code provides that REITs maustfy all of the first four preceding requirenmedtring the entire taxable year.
REITs must satisfy the fifth requirement durindeatst 335 days of a taxable year of 12 months onga proportionate part of a taxable year
of less than 12 months. For purposes of the sedirement, the beneficiaries of a pension or psfaring trust described in Section 401(a)
of the Internal Revenue Code, and not the pengi@mafit-sharing trust itself, are treated as REtdckholders. Neither the fifth nor sixth
requirement is applicable to a REIT’s first taxapéar. The Company will be treated as having mestkth requirement if the Company
complies with certain Treasury Regulations for asieing the ownership of the Company’s stock faclsyear and if the Company did not
know (or after the exercise of reasonable diligemoald not have known) that the sixth condition was satisfied for such year. The
Company’s charter currently includes restrictiopgarding transfer of its stock that, among othiwgth assist the Company in continuing to
satisfy the fifth and sixth of these requirements.

If a REIT owns a corporate subsidiary that is adlfied REIT subsidiary,” the separate existencéhat subsidiary will be disregarded
for federal income tax purposes. Generally, a fjgdlREIT subsidiary is a corporation, other thamxable REIT subsidiary, all of the capital
stock of which is owned by the REIT. All assetabllities and items of income, deduction and crefithe qualified REIT subsidiary will be
treated as assets, liabilities and items of incataduction and credit of the REIT itself. A quadi REIT subsidiary of the Company will not
be subject to federal corporate income taxatighpalgh it may be subject to state and local taraticsome states.

A REIT that is a partner in a partnership is deetoealvn its proportionate share of the assetseptrtnership and to earn its
proportionate share of the partnership’s incomégih cases being based on its relative capitatest in the partnership. The character of the
assets and gross income of the partnership rétaisame character in the hands of the REIT forqaap of the gross income and asset tests.
Thus, the Company’s proportionate share of thetadgbilities and items of income of the Opergtfartnership (including the Operating
Partnerships share of the assets, liabilities and items afrime with respect to any partnership in which itdschn interest) is treated as as¢
liabilities and items of income of the Company porposes of applying the requirements describeelimer
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Income Tests In order to maintain qualification as a REIT, thengpany must satisfy two gross income requiremeitst, the
Company must derive, directly or indirectly, atde@5% of its gross income (excluding gross incémm prohibited transactions) for each
taxable year from investments relating to real progpor mortgages on real property, including “ssinbm real property,§jains on dispositio
of real estate, dividends paid by another REIT iatetest on obligations secured by real propertgrointerests in real property, or from
certain types of temporary investments. SecondCtirapany must derive at least 95% of its grossmmeexcluding gross income from
prohibited transactions) for each taxable year femy combination of income qualifying under the 7&%t and dividends, interest, and gain
from the sale or disposition of stock or securities

Rents received by the Company will qualify as “sefniom real property” in satisfying the gross in@mquirements for a REIT
described above only if several conditions are ifiest, the amount of rent must not be based inlevbpin part on the income or profits of
any person but can be based on a fixed percenfagess receipts or gross sales. Second, “rents feal property” generally excludes any
amount received directly or indirectly from anyaenif the Company, or an owner of 10% of morehef Company’s outstanding stock,
directly or constructively, owns 10% or more of lstenant taking into consideration the applicaltebation rules, which we refer to as a
“related party tenant.” Third, “rents from real pesty” excludes rent attributable to personal propexcept where such personal property is
leased in connection with a lease of real propamnty the rent attributable to such personal propsitgss than or equal to 15% of the total
received under the lease. Finally, amounts thaatirdutable to services furnished or renderecbinnection with the rental of real property,
whether or not separately stated, will not contitents from real property” unless such servaescustomarily provided in the geographic
area. Customary services that are not considerkd prvovided to a particular tenant (e.g., furmghieat and light, the cleaning of public
entrances, and the collection of trash) can beipged\vdirectly by the Company. Where, on the otteard) such services are provided prime
for the convenience of the tenants or are provideslich tenants, such services must be providexhliydependent contractor from whom
Company does not receive any income or a taxabl& Ribsidiary. Non-customary services that arepesformed by an independent
contractor or taxable REIT subsidiary in accordanitk the applicable requirements will result inpgemmissible tenant service income to the
Company to the extent of the income earned (or édezarned) with respect to such services. If theeimissible tenant service income
exceeds 1% of the Company’s total income from p@ny, all of the income from that property wililfeo qualify as rents from real property.
If the total amount of impermissible tenant sergidees not exceed 1% of the Company’s total incioame the property, the services will not
cause the rent paid by tenants of the propertgitad qualify as rents from real property, but thmermissible tenant services income will
qualify as rents from real property.

The Company does not currently charge and doeaniiiipate charging rent that is based in wholm qrart on the income or profits of
any person. The Company also does not anticiptteraieriving rent attributable to personal propéaised in connection with real property
that exceeds 15% of the total rents or receivimg frem related party tenants.
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The Operating Partnership does provide some servith respect to the properties. The Company bedie¢hat the services with resg
to the properties that are and will be provide@diy are usually or customarily rendered in cotioeowith the rental of space for occupancy
only and are not otherwise considered rendereditiicplar tenants and, therefore, that the promisibsuch services will not cause rents
received with respect to the properties to fatjoalify as rents from real property. Services wébpect to the properties that the Company
believes may not be provided by the Company oCtperating Partnership directly without jeopardizihg qualification of rent as “rents
from real property” are and will be performed bgépendent contractors or taxable REIT subsidiaries.

The Operating Partnership and the Company receia® for property management and brokerage andhdgasivices provided with
respect to some properties not owned entirely byGperating Partnership. These fees, to the emt@miaid with respect to the portion of
these properties not owned, directly or indiredbly the Company, will not qualify under the 75% ggancome test or the 95% gross income
test. The Operating Partnership also may recetverdypes of income with respect to the propeities/ns that will not qualify for either of
these tests. The Company believes, however, thadbregate amount of these fees and other noifygugincome in any taxable year will
not cause the Company to exceed the limits on n@tifging income under either the 75% gross incaest or the 95% gross income test.

If the Company fails to satisfy the 75% gross inedmst or the 95% gross income test for any taxgdde, it may nevertheless qualify
as a REIT for that year if it is eligible for reliender the Internal Revenue Code. This relief [mion generally will be available if:
» the Compan’s failure to meet these tests was due to reasonabke and not due to willful negle
« the Company attaches a schedule of the naturerandrd of each item of income to its federal incdmereturn; anc
« the inclusion of any incorrect information on tleledule is not due to fraud with intent to evade
We cannot state whether in all circumstances thagamy would be entitled to the benefit of thisekprovision. For example, if the
Company fails to satisfy the gross income testaibse non-qualifying income that the Company interatily incurs exceeds the limits on

such income, the IRS could conclude that the Conipdailure to satisfy the tests was not due tsoe@ble cause. Even if this relief
provision applies, the Internal Revenue Code imp@as&00% tax with respect to a portion of the noalifying income, as described above.

Asset Tests At the close of each quarter of its taxable yda,Company also must satisfy four tests relatnpé nature and
diversification of its assets:

» Atleast 75% of the value of the Company’s totaleds must be represented by real estate assdtgrmhsash items (including
receivables) and government securit
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* No more than 25% of the value of the Comy’s total assets may be represented by securitiess ttan those in the 75% asset
class.

» Except for equity investments in REITs, qualifieBIR subsidiaries or taxable REIT subsidiaries tieotsecurities that qualify as
“real estate ass” for purposes of the 75% asset clz

. the value of any one issuer’s securities ownechbyGompany may not exceed 5% of the value of thegamy'’s total
assets

. the Company may not own more than 10% of any aee’s outstanding voting securitie
. the Company may not own more than 10% of the valuke outstanding securities of any one issueat;
. No more than 20% of the Comp¢'s total assets may be represented by securitieseobr more taxable REIT subsidiari

Securities for purposes of the asset tests maydeadliebt securities. However, debt of an issudmaetl count as a security for purposes
of the 10% value test if the debt securities ateaight debt” securities. A “straight debt” secyritvhich is defined as a written unconditional
promise to pay on demand or on a specified datemacertain in money if (i) the debt is not convalgj directly or indirectly, into stock, and
(i) the interest rate and interest payment datesat contingent on profits, the borrower’s disicme, or similar factors. “Straight debt”
securities do not include any securities issued pgrtnership or a corporation in which we or aogtmlled taxable REIT subsidiary (i.e., a
taxable REIT subsidiary in which we own directlyindirectly more than 50% of the voting power oluweaof the stock) hold non-"straight
debt” securities that have an aggregate value oéni@n 1% of the issuer’s outstanding securitigsvever, “straight debt” securities include
debt subject to the following contingencies:

* acontingency relating to the time of payment ééiiest or principal, as long as either (i) theredchange to the effective yield of
the debt obligation other than a change to the a@nyield that does not exceed the greater of 0.26%96 of the annual yield, or
(i) neither the aggregate issue price nor the egafe face amount of the issuer’s debt obligatieid by us exceeds $1 million
and no more than 12 months of unaccrued intereii@debt obligations can be required to be prepaid

e acontingency relating to the time or amount ofrpagt upon a default or prepayment of a debt obitigass long as the
contingency is consistent with customary commergiattice.

Straight debt securities also generally include:
e Any loan to an individual or an esta
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* Any “section 467 rental agreem” other than an agreement with a related party te
» Any obligation to pay‘rents from real propert”

» Certain securities issued by governmental enti

* Any security issued by a REI

* Any debt instrument of an entity treated as a @asinip for federal income tax purposes to the éxi€our interest as a partner in
the partnershig

* Any debt instrument of an entity treated as a @astnip for federal income tax purposes not desdribéhe preceding bullet poir
if at least 75% of the partnership’s gross incoexeJuding income from prohibited transaction, iglifying income for purposes
of the 75% gross income test described ab

The Company believes that the aggregate valueecdetburities issued by its taxable REIT subsidsadi@es not exceed 20% of the
aggregate value of its gross assets. As of eaelianel testing date prior to the election to treamhecorporate subsidiary of the Company or
any other corporation in which the Company owniéerest (other than another REIT or a qualified R&ubsidiary) as a taxable REIT
subsidiary, which election first became availabieJanuary 1, 2001, the Company believes it dicbmat more than 10% of the voting
securities of any such entity. In addition, the @amy believes that as of each relevant testingutade to the election to treat each corporate
subsidiary of the Company or any other corporaitiowhich the Company owns an interest (other theotreer REIT or a qualified REIT
subsidiary) as a taxable REIT subsidiary of the Gamny, the Company’s pro rata share of the valubegecurities, including debt, of any
such corporation or other issuer owned (or treatedwned) by the Company did not exceed 5% ofataé value of the Company’s assets.

With respect to each issuer in which the Compamgectly owns an interest that does not qualify &EdiT, a qualified REIT subsidiary
or a taxable REIT subsidiary, the Company beligkasits pro rata share of the value of the sdestitncluding debt, of any such issuer
owned (or treated as owned) does not exceed 5¥%edbtal value of the Company’s assets and tlzanitplies with the 10% voting securities
limitation and 10% value limitation with respectdach such issuer. In this regard, however, weatgmovide any assurance that the IRS
might not disagree with the Company’s determination

After initially meeting the asset tests at the elo§ any quarter, the Company will not generalkeldts status as a REIT for failure to
satisfy the asset tests at the end of a later equsotely by reason of changes in asset valudise lfailure to satisfy the asset tests results from
an acquisition of securities or other property dgra quarter, the Company can cure the failureigpoding of a sufficient amount of non-
qualifying assets within 30 days after the clos¢hat quarter. The Company intends to maintain adtgrecords of the value of its assets to
ensure compliance with the asset tests and tostadte other actions within 30 days after the cldseng quarter as necessary to cure any
noncompliance.
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Annual Distribution Requirements

To qualify for taxation as a REIT, the Internal Reue Code requires the Company to make distribsijotner than capital gain
distributions) to its stockholders in an amouneast equal to (a) the sum of: (1) 90% of the Camyjsa“REIT taxable income” (computed
without regard to the dividends paid deduction tredCompany’s net capital gain), and (2) 90% ofrtbeincome, if any, from foreclosure
property in excess of the special tax on incommfforeclosure property, minus (b) the sum of carit@ms of non-cash income.

The Company must pay distributions in the taxallaryto which they relate. Dividends paid in thesaguent year, however, will be
treated as if paid in the prior year for purposkthe prior year’s distribution requirement if tHevidends satisfy one of the following two sets
of criteria:

» the Company declares the dividends in October, Ndex or December, the dividends were payable ttkbtiders of record on a
specified date in such a month, and the Compamabygtpaid the dividends during January of the sgoent year; c

» the Company declares the dividends before it tirfidg its federal income tax return for such yehe, Company pays the
dividends in the 12-month period following the @asf the prior year and not later than the firgiutar dividend payment after the
declaration, and the Company elects on its fedecaime tax return for the prior year to have a ggetamount of the subsequent
dividend treated as if paid in the prior ye

Even if the Company satisfies the foregoing disttitn requirements, the Company will be subjedatothereon to the extent that it
does not distribute all of its net capital gaif'REIT taxable income” as adjusted. Furthermoréhé& Company fails to distribute at least the
sum of 85% of its ordinary income for that yeary®8f its capital gain net income for that year, angt undistributed taxable income from
prior periods, the Company would be subject to aek¥%ise tax on the excess of the required disiohuiver the amounts actually distribut

In addition, if during the 10-year recognition metj if the Company disposes of any asset subjabetbuilt-in gain rules described
above, the Company must, pursuant to guidanceddsyi¢he IRS, distribute at least 90% of the bmilgain (after tax), if any, recognized on
the disposition of the asset.

The Company may elect to retain rather than disteiall or a portion of its net capital gains a@g the tax on the gains. In that case,
the Company may elect to have its stockholdersidectheir proportionate share of the undistributetcapital gains in income as long-term
capital gains and receive a credit for their sludrthe tax paid by the Company. For purposes ofifieexcise tax described, any such reta
amounts would be treated as having been distributed
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The Company intends to make timely distributionicient to satisfy the annual distribution requirents. In this regard, the partners
agreement of the Operating Partnership authorf2€bmpany, as general partner, to take such atepsy be necessary to cause the
Operating Partnership to distribute to its partregramount sufficient to permit the Company to ntieese distribution requirements.

We expect that the Company’s REIT taxable incorkegenerally be less than its cash flow due toatewance of depreciation and
other non-cash charges in computing REIT taxatderive. Accordingly, the Company anticipates thgeierally will have sufficient cash or
liquid assets to enable it to satisfy the 90% ifistion requirement. It is possible, however, tiigt Company, from time to time, may not h
sufficient cash or other liquid assets to meetbf distribution requirement or to distribute sgehater amount as may be necessary to
income and excise taxation. In this event, the Camgpmay find it necessary to arrange for borrowioigsf possible, pay taxable stock
dividends in order to meet the distribution reguoiest or avoid such income or excise taxation.

In the event that the Company is subject to ansaaijent to its REIT taxable income (as defined ioti®a 860(d)(2) of the Internal
Revenue Code) resulting from an adverse determimély either a final court decision, a closing agnent between the Company and the
under Section 7121 of the Internal Revenue Codagagement as to tax liability between the Commarg/an IRS district director, or a
statement by us attached to an amendment or supptémour federal income tax return, the Compaay be able to rectify any resulting
failure to meet the 90% annual distribution requieait by paying “deficiency dividends” to stockhalsi¢hat relate to the adjusted year but
that are paid in a subsequent year. To qualify defigiency dividend, the Company must make theitistion within 90 days of the adverse
determination and the Company also must satisfgrqilocedural requirements. If the Company satigfie statutory requirements of
Section 860 of the Internal Revenue Code, a demtludiallowed for any deficiency dividend subsedlygpaid by the Company to offset an
increase in the Company’s REIT taxable income tegufrom the adverse determination. The Companydver, must pay statutory interest
on the amount of any deduction taken for deficiedi®ydends to compensate for the deferral of thxditbility.

Failure to Qualify

If the Company fails to qualify for taxation as &IR in any taxable year and the relief provisionsndt apply, the Company will be
subject to tax (including any applicable alternatiminimum tax) on its taxable income at regulapooate rates. Distributions to stockholders
in any year in which the Company fails to qualif/aREIT will not be deductible by the Company wdl they be required to be made. In
that event, to the extent of positive current acclienulated earnings and profits, distributionsttzisholders will be dividends, generally
taxable at long-term capital gains tax rates (asrileed below), subject to certain limitationstoé internal Revenue Code, corporate
distributees may be eligible for the dividends reee deduction. Unless the Company is entitlecktief under specific statutory provisions,
the Company also will be disqualified from taxatmsa REIT for the four taxable years following ytear during which the Company lost the
qualification. We cannot state whether in all cinsiances the Company would be entitled to suchtetatrelief. For example, if the
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Company fails to satisfy the gross income testabige non-qualifying income that the Company interatily incurs exceeds the limit on such
income, the IRS could conclude that the Compargilare to satisfy the tests was not due to readerause.

Taxation of U.S. Stockholders
As used in this prospectus, the term “U.S. Stodkdadimeans a holder of the Company’s stock thatfedderal income tax purposes:
* is acitizen or resident of the United Sta

» is a corporation or partnership (including an grttitated as a corporation or partnership for faidecome tax purposes) created
or organized in or under the laws of the Unitedet@ar of any political subdivision there

* is an estate, the income of which is subject tefaldncome taxation regardless of its source

e is any trust if a court within the United Stateslide to exercise primary supervision over the aistration of the trust, and one or
more United States persons have the authorityntralcall substantial decisions of the trt

For any taxable year for which the Company qudif@ taxation as a REIT, amounts distributed xalde U.S. Stockholders will be
taxed as discussed below.

Distributions Generally. Distributions to U.S. Stockholders, other thanitedgain dividends discussed below, will consgtdividend:
up to the amount of the Company’s positive curesrdt accumulated earnings and profits and, to titahg will be taxable to the U.S.
Stockholders. These distributions are not eligibtehe dividends received deduction for corponadioOn May 28, 2003, President Bush
signed into law the Jobs Growth Tax Relief Recaatidn Act of 2003. Under this new law, as subsegyemodified, certain “qualified
dividend income” received by U.S. non-corporateshalders in taxable years 2003 through 2010 igestiln tax at the same tax rates as
long-term capital gain (generally, under the new, la maximum rate of 15% for such taxable years)idends received from REITS,
however, generally are not eligible for these reduates and, therefore, will continue to be sulietax at ordinary income rates (generally,
a maximum rate of 35% for taxable years 2003-20diiject to two narrow exceptions. Under the fissteption, dividends received from a
REIT may be treated as “qualified dividend incoreégible for the reduced tax rates to the exteat the REIT itself has received qualified
dividend income from other corporations (such aaliée REIT subsidiaries). Under the second exceptlividends paid by a REIT in a
taxable year may be treated as qualified divideredine in an amount equal to the sum of (i) the &xoéthe REIT’s “REIT taxable income”
for the preceding taxable year over the corporatetifederal income tax payable by the REIT fothspieceding taxable year and (i) the
excess of the REIT’s income that was subject tdBthi#-in Gains Tax in the preceding taxable yeaerathe tax payable by the REIT on such
income for such preceding taxable year. We do ntitipate that a material portion of our distritourts will be treated as qualified dividend
income.
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To the extent that the Company makes a distributiaxcess of its positive current and accumulatthings and profits, the
distribution will be treated first as a tax-fre¢urm of capital, reducing the tax basis in the l&#ckholder's common stock, and then the
distribution excess of such basis will be taxabléhe U.S. Stockholder as gain realized from the skits stock. Dividends declared by the
Company in October, November or December of any pagable to a U.S. Stockholder of record on aifipdadate in any such month will
be treated as both paid by the Company and recbivélde stockholders on December 31 of that yaariged that the Company actually
pays the dividends during January of the followdadendar year.

Capital Gain Distributions. Distributions to U.S. Stockholders that the Compproperly designates as capital gain dividendshveil
treated as long-term capital gains (to the extegy tlo not exceed the Compasmgctual net capital gain) for the taxable yeaheuit regard t
the period for which the U.S. Stockholder has téédor her stock. However, corporate stockholdeasg be required to treat up to 20% of
certain capital gain dividends as ordinary inco@apital gain dividends are not eligible for theidends received deduction for corporations.

The Company may elect to retain and pay incometamet long-term capital gain that it received dgrihe tax year. In this instance,
U.S. Stockholders will include in their income thpioportionate share of the undistributed longrteapital gains as designated by the
Company. The U.S. Stockholders will also be deetadthve paid their proportionate share of thewasch would be credited against such
stockholders’ U.S. income tax liability (and refeudto the extent it exceeds such liability). Initidd, the basis of the U.S. Stockholders’
shares will be increased by the excess of the atradwapital gain included in its income over tmaunt of tax it is deemed to have paid.

Any capital gain with respect to capital assetslliet more than one year that is recognized orretise properly taken into account
before January 1, 2011, generally will be taxed tmneorporate taxpayer at a maximum rate of 15%. Irctee of capital gain attributable
the sale of real property held for more than orar yguch gain will be taxed at a maximum rate 8626 the extent of the amount of
depreciation deductions previously claimed wittpezs to such property. With respect to distributiolesignated by the Company as capital
gain dividends (including any deemed distributiofsetained capital gains), subject to certainténihe Company may designate, and will
notify its shareholders, whether the dividend isatde to non-corporate shareholders at regular-teng capital gains rates (currently at a
minimum rate of 15%) or at the 25% rate applicablanrecaptured depreciation.

Passive Activity Loss and Investment Interest Liatibns. Distributions from the Company and gain from tligpdsition of stock will
not be treated as passive activity income andetbes, U.S. Stockholders will not be able to apply “passive losses” against such income.
Dividends from the Company (to the extent they dbaonstitute a return of capital) generally wil treated as investment income for
purposes of the investment interest limitation. digiital gain from the disposition of stock or ¢apgain dividends generally will be
excluded from investment income unless the U.Sckbtmlder elects to have the gain taxed at ordimamgme rates. Stockholders are not
allowed to include on their own federal income taturns any tax losses of the Company.
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Dispositions of Shares In general, U.S. Stockholders will realize capgain or loss on the disposition of stock equahtdifference
between the amount of cash and the fair markeevafany property received on the disposition dnad stockholders’ adjusted basis in the
common stock. This gain or loss will be a capithgor loss if the U.S. Stockholder has held theresh as a capital asset. The applicable tax
rate will depend on the stockholder’s holding péiilo the asset (generally, if the stockholder teld the asset for more than one year, it will
produce long-term capital gain) and the stockhdddx bracket (the maximum rate for non-corpotatgayers currently being 15%). The
IRS has the authority to prescribe, but has nopyescribed, regulations that would apply a capjgh tax rate of 25% (which is generally
higher than the long-term capital gain tax ratefin-corporate stockholders) to a portion of Gdgain realized by a non-corporate
stockholder on the sale of stock that would comesito the Company’s “unrecaptured Section 1250.§&tockholders should consult with
their own tax advisors with respect to their cdpitan tax liability. In general, any loss recogrdzby a U.S. Stockholder upon the sale or
other disposition of stock that the stockholder elsl for six months or less, after applying thédhg period rules, will be treated as a long-
term capital loss, to the extent of distributioaseived by the U.S. Stockholder from the Compaay were required to be treated as long-
term capital gains.

Treatment of Tax-Exempt StockholdersDistributions from the Company to a tax-exempt Eyge pension trust or other domestic
tax-exempt stockholder generally will not constttitinrelated business taxable income,” which werred as “UBTI,” unless the stockholder
has borrowed to acquire or carry its stock or tsslithe shares in a trade or business.

However, for taxexempt stockholders that are social clubs, volyréanployee benefit associations, supplemental ut@ment benefi
trusts and qualified group legal services plansrgtdrom federal income taxation under Sectiong(&Q1), (¢)(9), (c)(17) and (c)(20) of the
Internal Revenue Code, respectively, income frormaastment in the Company will constitute UBTI @8 the organization properly sets
aside or reserves such amounts for purposes gabaifthe Internal Revenue Code. These tax-exetogklsolders should consult their own
tax advisors concerning these “set aside” and veseiquirements.

Qualified trusts that hold more than 10% (by valofthe shares of pension-held REITs may be requodreat a certain percentage of
such a REIT’s distributions as UBTI. A REIT is aefpsion-held REIT” only if the REIT would not qualiés such for federal income tax
purposes but for the application of a “look-throtighception to the five or fewer requirement apatite to shares held by qualified trusts and
the REIT is “predominantly held” by qualified trgstA REIT is predominantly held if either at lease qualified trust holds more than 25%
by value of the REIT interests or qualified trugigach owning more than 10% by value of the REI&regts, holds in the aggregate more than
50% of the REIT interests. The percentage of anyRitvidend treated as UBTI is equal to the ratida) the UBTI earned by the REIT
(treating the REIT as if it were a qualified trastd therefore subject to tax on UBTI) to (b) thmaltgross income (less certain associated
expenses) of the REIT. In the event that this riatless than 5%
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for any year, then the qualified trust will nottbeated as having received UBTI as a result oRE€T dividend. For these purposes, a
qualified trust is any trust described in Secti®i@) of the Internal Revenue Code and exempt feonunder Section 501(a) of the Internal
Revenue Code. The restrictions on ownership of comstock in the Company’s charter generally wihy@nt application of the provisions
treating a portion of REIT distributions as UBTIdoalified trusts under the pensibeld REIT rules, absent a waiver of the restrictiby the
board of directors.

Special Tax Considerations for Non-U.S. Stockholdsr

In general, non-U.S. Stockholders will be subjeatetgular federal income tax with respect to tireiestment in the Company if the
income from the investment is “effectively connektaith the non-U.S. Stockholder’s conduct of adgar business in the United States. A
corporate non-U.S. Stockholder that receives inctivakis (or is treated as) effectively connectédithwa U.S. trade or business also may be
subject to the branch profits tax under Section @#he Internal Revenue Code, which is imposeaddition to regular federal income tax at
the rate of 30%, subject to reduction under ataty, if applicable. Effectively connected incothat meets various certification
requirements will generally be exempt from withhotd The following discussion will apply to non-U.Stockholders whose income from
their investments in the Company is not so effetyivonnected (except to the extent that the FIRRIlés discussed below treat such inc
as effectively connected income).

A distribution by the Company that is not attrithleato gain from the sale or exchange by the Compé@a United States real property
interest and that the Company does not designaecapital gain distribution will be treated asoadinary income dividend to the extent that
the Company pays the distribution out of currerd@rumulated earnings and profits of the Compamene@lly, any ordinary income
dividend will be subject to a federal income taquired to be withheld by the Company, equal to 8d%e gross amount of the dividend,
withheld by the Company, unless an applicableteaty reduces this tax. Such a distribution in egad the Company’s earnings and profits
will be treated first as a return of capital thdlt veduce a non-U.S. Stockholder’s basis in itsmomon stock (but not below zero) and then as
gain from the disposition of such stock, the taatment of which is described under the rules dised below with respect to dispositions of
common stock.

Distributions by the Company that are attributablgain from the sale or exchange of a United Stetal property interest will be tax
to a non-U.S. Stockholder under the Foreign Investnin Real Property Tax Act of 1980, or “FIRPT/Auch distributions are taxed to a non-
U.S. Stockholder as if the distributions were gdeftectively connected” with a United States tramebusiness. Accordingly, a non-U.S.
Stockholder will be taxed at the normal capitahgaites applicable to a U.S. Stockholder (subjeetty applicable alternative minimum tax
and a special alternative minimum tax in the cdsgaresident alien individuals). Such distribusaiso may be subject to a 30% branch
profits tax when made to a foreign corporation thatot entitled to an exemption or reduced braprdifits tax rate under a tax treaty.

Although the law is not clear on this matter, ipagrs that amounts designated by the Company astiimated capital gains in respect
of stock generally should be treated with
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respect to notJ.S. Stockholders in the same manner as actualbdisons by the Company of capital gain dividendader that approach, t
non-U.S. Stockholder would be able to offset asedit against their resulting federal income tabliity an amount equal to their
proportionate share of the tax paid by the Compmamthe undistributed capital gains, and to rec&ivm the IRS a refund to the extent its
proportionate share of this tax paid by the Compaese to exceed its actual federal income taxliigbi

Although tax treaties may reduce the Company’svattiing obligations, the Company generally willdeguired to withhold from
distributions to norld.S. Stockholders, and remit to the IRS, 35% ofgieted capital gain dividends (or, if greater, 36Rthe amount of an
distributions that could be designated as capéal dividends) and 30% of ordinary dividends paitl @ earnings and profits. In addition, if
the Company designates prior distributions as abgéin dividends, subsequent distributions, uthéoamount of such prior distributions that
the Company designated as capital gains dividemitidye treated as capital gain dividends for pug®of withholding. In addition, the
Company may be required to withhold 10% of disttitnus in excess of the Company’s current and actated earnings and profits. If the
amount of tax withheld by the Company with resped distribution to a non-U.S. Stockholder excabdsstockholder’s United States tax
liability with respect to such distribution, themt).S. Stockholder may file for a refund of sucleess from the IRS.

The Company expects to withhold federal incomeatathe rate of 30% on all distributions (includidigtributions that later may be
determined to have been in excess of current acuhadated earnings and profits) made to a non-8t&kholder unless:

* alower treaty rate applies and the non-U.S. Stolcdr files with the Company an IRS Form W-8BENd&ricing eligibility for
that reduced treaty rat

« the non-U.S. Stockholder files with the CompanyR8 Form W-8ECI claiming that the distribution rcome effectively
connected with the n-U.S. Stockholde's trade or business so that no withholding tardgiired; ol

» the distributions are treated for FIRPTA withholglitax purposes as attributable to a sale of ands property interest, in which
case tax will be withheld at a 35% re

Unless the stock constitutes a “U.S. real prop@tgrest” within the meaning of FIRPTA, a sale tufck by a non-U.S. Stockholder
generally will not be subject to federal incomeation. The stock will not constitute a U.S. reaerty interest if the Company is a
“domestically-controlled REIT.” A domestically-cantled REIT is a REIT in which at all times duriagspecified testing period less than
50% in value of its shares is held directly or iedtly by non-U.S. Stockholders. We currently a@ptite that the Company will be a
domestically-controlled REIT and, therefore, the sale of stock will not be subject to taxatiodemFIRPTA. However, because the
Company’s common stock will be publicly traded, @amnot assure you that the Company will be a ddoadigtcontrolled REIT. If the
Company were not a domestically-controlled REITipa-U.S. Stockholdes’sale of stock would be subject to tax under FIRBS a sale of
U.S. real property interest unless the stock wezgularly traded” on an established securities miajuch as the New York Stock Exchange)
on which the
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common stock will be listed and the selling stodkleo owned no more than 5% of the common stockuthinout the applicable testing perir

If the gain on the sale of stock were subject xatian under FIRPTA, the non-U.S. Stockholder wdwgdsubject to the same treatment as a
U.S. Stockholder with respect to the gain (subjeetpplicable alternative minimum tax and a speali@rnative minimum tax in the case of
nonresident alien individuals). However, even & tbompany’s common stock is not a U.S. real prgpetérest, a nonresident alien’s gains
from the sale of stock will be taxable if the n®ident alien individual is present in the Unitedt8s$ for 183 days or more during the taxable
year and certain other conditions apply, in whiakecthe nonresident alien individual will be subjea 30% tax on his or her U.S. sou
capital gains.

A purchaser of stock from a non-U.S. Stockholddl ngt be required to withhold under FIRPTA on fhachase price if the purchased
stock is “regularly traded” on an established siéesrmarket or if the Company is a domesticallyvrolled REIT. Otherwise, the purchaser
of stock from a non-U.S. Stockholder may be reglicewithhold 10% of the purchase price and remg amount to the IRS. The Compasiy’
common stock currently is traded on the New YomcBtExchange. We believe that the Company qualifreter both the regularly traded
and the domestically-controlled REIT exceptionsvtthholding but we cannot provide any assurandhao effect.

On May 17, 2006, the Tax Increase Prevention armbiRgliation Act of 2005 (“TIPRA") was enacted. R requires any distribution
that is made by a REIT that would otherwise beeettip FIRPTA because the distribution is attriblego the disposition of a United States
real property interest to retain its character [&PH A income when distributed to any regulated staeent company or other REIT, and to be
treated as if it were from the disposition of a tddiStates real property interest by that regulateelstment company or other REIT. This
provision of TIPRA applies to distributions withspeect to taxable years beginning after Decembe2@®15. A “wash sale” rule is also
included in TIPRA for transactions involving certalispositions of REIT stock to avoid FIRPTA taxdispositions of United States real
property interests. These wash sale rules arecafybdi to transactions occurring on or after thdigéth day following the date of enactment of
TIPRA.

Upon the death of a nonresident alien individuedt fndividual's stock will be treated as part & ar her U.S. estate for purposes of the
U.S. estate tax, except as may be otherwise préwidan applicable estate tax treaty.

Information Reporting Requirements and Backup Withholding Tax

U.S. Stockholders In general, information reporting requirementd afply to payments of distributions on the Comparsyock and
payments of the proceeds of the sale of the Compatgck, unless an exception applies. Furtherptheer will be required to withhold
backup withholding tax if:

» the payee fails to furnish a taxpayer identificatitumber to the payer or to establish an exemgitmn backup withholding
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» the IRS notifies the payer that the taxpayer idigation number furnished by the payee is incotr

« anotified payee has been under-reporting witheetsip interest, dividends or original issue distalescribed in Section 3406(c)
of the Internal Revenue Code;

» the payee has failed to certify under the pendlfyegjury that the payee is not subject to backithlvlding under the Internal
Revenue Code

Some stockholders, including corporations, willdxempt from backup withholding. Any amounts witlthehder the backup
withholding rules from a payment to a stockholddl e allowed as a credit against the stockhokléteral income tax and may entitle the
stockholder to a refund, provided that the stocttofurnishes the required information to the IRS.

Non-U.S. Stockholders Generally, information reporting will apply to pagnts of distributions on the Company’s stock, backup
withholding may apply, unless the payee certiffet tt is not a U.S. person or otherwise estabdisitreexemption.

The payment of the proceeds from the dispositioth@fCompanys stock to or through the U.S. office of a U.Sfaveign broker will be
subject to information reporting and, possibly, lagrwithholding unless the non-U.S. Stockholdetifies as to its non-U.S. status or
otherwise establishes an exemption, provided tieabtoker does not have actual knowledge thatttukisolder is a U.S. person or that the
conditions of any other exemption are not, in faatjsfied. The proceeds of the disposition by @dds. Stockholder of the Company’s stock
to or through a foreign office of a broker genegralill not be subject to information reporting caidkup withholding. However, if the broker
is a U.S. person, a controlled foreign corporaf@mJ.S. tax purposes or a foreign person 50% arermdose gross income from all sources
for specified periods is from activities that affeetively connected with a U.S. trade or busin@g®rmation reporting generally will apply
unless the broker has documentary evidence ag todai-U.S. Stockholder’s foreign status and haaatwal knowledge to the contrary.

Applicable Treasury regulations provide presumgigggarding the status of stockholders when paysrerthe stockholders cannot be
reliably associated with appropriate documentagiavided to the payer. Under these Treasury reiguist some stockholders are required to
have provided new certifications with respect tgrpants made after December 31, 2000. Because fiieatjpn of these Treasury
regulations varies depending on the stockholdeftiqular circumstances, you should consult yoxradvisor regarding the information
reporting requirements applicable to you.

Tax Aspects of the Operating Partnership

General. The Operating Partnership holds substantiallpfalhe Company’s investments. In general, partripsséire “pass-through”
entities that are not subject to federal income Rather, partners are allocated their proportsatres of the items of income, gain, loss,
deduction and credit of a partnership, and arerpiatéy subject to tax thereon, without
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regard to whether the partners receive a distobutiom the partnership. The Company includessimnitome its proportionate share of these
Operating Partnership items for purposes of thouarREIT income tests and in the computation®REIT taxable income. Moreover, for
purposes of the REIT asset tests, the Companydaslits proportionate share of assets held by pgeraling Partnership.

Tax Allocations with Respect to the Propertie®ursuant to Section 704(c) of the Internal Reveboge, income, gain, loss and
deduction attributable to appreciated or depredipteperty that is contributed to a partnershipxnhange for an interest in the partnership,
must be allocated in a manner such that the cartinigp partner is charged with the unrealized gaiyenefits from the unrealized loss,
associated with the property at the time of thetrdomtion. The amount of the unrealized gain oraatized loss is generally equal to the
difference between the fair market value of coniiéiol property at the time of contribution and tbgusted tax basis of the property at the 1
of contribution, which we refer to as a “book-taKerence.” These allocations are solely for felearaome tax purposes and do not affect the
book capital accounts or other economic or legarerements among the partners. The Operating Pshitpevas formed by way of
contributions of appreciated property. Consequettily partnership agreement of the Operating Pattiperequires allocations to be made in
a manner consistent with Section 704(c) of theri@eRevenue Code.

In general, the partners who have contributed é@stisrin the appreciated properties to the Oper&artnership will be allocated lower
amounts of depreciation deductions for tax purptis@s such deductions would be if determined oroagta basis. In addition, in the event
of the disposition of any of the contributed asslets have a book-tax difference, all taxable ineatiributable to the book-tax difference
generally will be allocated to the contributing fpars, and the Company generally will be allocately its share of capital gains attributable
to appreciation, if any, occurring after the clgsof the acquisition of the properties. This walht to eliminate the book-tax difference over
the life of the Operating Partnership. However,ghecial allocation rules of Section 704(c) of liiernal Revenue Code do not always
entirely eliminate the book-tax difference on anwail basis or with respect to a specific taxatdadaction such as a sale. Thus, the carryovel
basis of the contributed assets in the hands odDfferating Partnership will cause the Company talloeated lower depreciation and other
deductions and possibly amounts of taxable incantke event of a sale of the contributed assetgdess of the economic or book income
allocated to it as a result of the sale. This mayse the Company to recognize taxable income iessxaf cash proceeds, which might
adversely affect the Company’s ability to complytwthe REIT distribution requirements.

Treasury Regulations under Section 704(c) of therhal Revenue Code provide partnerships with &cehaf several methods of
accounting for book-tax differences, including thraditional method” that may leave some of the lbtax differences unaccounted for, or
election of certain methods which would permit distortions caused by a book-tax difference tort&ay rectified on an annual basis or
with respect to a specific taxable transaction sagh sale. The Operating Partnership and the Gonive determined to use theatlitiona
method” for accounting for book-tax differencestwiespect to the properties contributed to the &tpey Partnership. As a result of this
determination, distributions to stockholders wil tomprised of a greater portion of taxable incame less return of capital than if another
method
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for accounting for book-tax differences had bedacied. The Operating Partnership and the Compawag hot determined which of the
alternative methods of accounting for book-taxetiéhces will be elected with respect to propedagributed to the Operating Partnership in
the future.

With respect to any property purchased by the Qimgy&artnership, this property initially will hawetax basis equal to its fair market
value and Section 704(c) of the Internal RevenuaeGaill not apply.

Basis in Operating Partnership Interest The Company'’s adjusted tax basis in its interesthé Operating Partnership generally:
» will equal the amount of cash and the basis of@hgr property contributed to the Operating Pasiniprby the Compan

» will increase by its allocable share of the OpagfPartnership’s income and its allocable shadebt of the Operating
Partnership; an

« will decrease, but not below zero, by the Compaailtscable share of losses suffered by the Oper&artnership, the amount of
cash distributed to the Company, and constructisgildutions resulting from a reduction in the Canp’s share of debt of the
Operating Partnershi

If the allocation of the Company’s distributive shaf the Operating Partnership’s loss exceedadiested tax basis of the Company’s
partnership interest in the Operating Partnerghiprecognition of the excess loss will be defewmetil such time and to the extent that the
Company has an adjusted tax basis in its intemetbiei Operating Partnership. To the extent thaQtherating Partnership’s distributions, or
any decrease in the Company’s share of the degbedDperating Partnership (such decreases beirgjdssad a cash distribution to the
partners) exceed the Company’s adjusted tax lhsigxcess distributions (including such constwecdistributions) constitute taxable
income to the Company. This taxable income normallybe characterized as a long-term capital gaihe Company has held its interest in
the Operating Partnership for longer than one yadsject to reduced tax rates described abovedioicorporate U.S. Stockholders, to the
extent designated by the Company as a capitaldjaitiend. Under current law, capital gains and mady income of corporations generally
are taxed at the same marginal rates.

Sale of the Properties The Company’s share of gain realized by the Opey&artnership on the sale of any property helthiey
Operating Partnership as inventory or other propeetd primarily for sale to customers in the oedincourse of the Operating Partnership’s
trade or business will be treated as income frqoroaibited transaction that is subject to a 100%aftg tax. Prohibited transaction income
also may have an adverse effect upon the Compaylity to satisfy the income tests for qualifioa as a REIT. Under existing law, whet
the Operating Partnership holds its property asnitwry or primarily for sale to customers in thdinary course of its trade or business is a
question of fact that depends on all the factsarmimstances with respect to the particular tretnsia. The Operating

53



Table of Contents

Partnership intends to hold the properties for $tiveent with a view to long-term appreciation, tgage in the business of acquiring,
developing, owning and operating the propertiestanmdake such occasional sales of the propertiekjding peripheral land, as are
consistent with the Operating Partnership’s investhobjectives.

State and Local Tax

The Company and its stockholders may be subjestiate and local tax in various states and localitiecluding those in which it or the
transact business, own property or reside. Théréatment of the Company and the stockholderscéh gurisdictions may differ from the
federal income tax treatment described above. Quesely, prospective stockholders should conseiir thwn tax advisors regarding the
effect of state and local tax laws on an investnirethie Company’s stock.
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PLAN OF DISTRIBUTION

We may offer and sell these securities:
» through underwriting syndicates represented byasmaore managing underwrite!
» to or through underwriters or deale
» through agents; ¢
» directly to one or more purchase

We may distribute the securities from time to timene or more transactions at:
» afixed price;
* market prices prevailing at the time of s¢
e prices related to prevailing market prices
* negotiated prices

We will describe the name or names of any undeevgijtdealers or agents and the purchase price aktturities in a prospectus
supplement relating to the securities.

In connection with the sale of the securities, umdigers may receive compensation from us or framchasers of the securities, for
whom they may act as agents, in the form of distsyuwoncessions or commissions. Underwriters méyhgesecurities to or through dealers,
and these dealers may receive compensation imthedf discounts, concessions or commissions flwgrunderwriters and/or commissions
from the purchasers for whom they may act as agemderwriters, dealers and agents that participetiee distribution of the securities may
be deemed to be underwriters, and any discourdsromissions they receive from us, and any profith@nresale of the securities they rea
may be deemed to be underwriting discounts and desions, under the Securities Act. The prospeaipplement will identify any
underwriter or agent and will describe any compgosdhey receive from us.

Unless otherwise specified in the prospectus sopghe, each series of the securities will be a reswe with no established trading
market, other than the Compasyommon stock, which is currently listed on theviNéork Stock Exchange. We may elect to list anyeseo!
debt securities, preferred stock or depositaryeshan an exchange, but are not obligated to dib isgpossible that one or more underwriters
may make a market in a series of the securitigsyfderwriters will not be obligated to do so anayndiscontinue any market making at any
time without notice. Therefore, we can give no sasce about the liquidity of the trading marketdoy of the securities.

Under agreements we may enter into, we may indgnumifierwriters, dealers and agents who particiatiee distribution of the
securities against certain liabilities, includimapilities under the Securities Act, or contributih respect to payments that the underwriters,
dealers or agents may be required to make.

From time to time, we may engage in transactionbk thiese underwriters, dealers and agents in tiaany course of business.
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If indicated in the prospectus supplement, we magi@ize underwriters or other persons acting asagents to solicit offers by
institutions to purchase securities from us purst@oontracts providing for payment and delivenyaofuture date. Institutions with which we
may make these delayed delivery contracts inclagencercial and savings banks, insurance compargesjgn funds, investment compan
educational and charitable institutions and othEhe obligations of any purchaser under any sutdydd delivery contract will be subject to
the condition that the purchase of the securitiedl g0t at the time of delivery be prohibited unttee laws of the jurisdiction to which the
purchaser is subject. The underwriters and othentagwill not have any responsibility with regaodhe validity or performance of these
delayed delivery contracts.

LEGAL MATTERS

The validity of the securities offered hereby hasrbpassed upon for us by DLA Piper US LLP, Raldigirth Carolina. In addition,
DLA Piper US LLP has rendered an opinion with respe certain federal income tax matters relatmtghe Company. Two partners of DLA
Piper US LLP beneficially own an aggregate of kbss 0.01% of the Company’s common stock.

EXPERTS

The financial statements and financial statememeduales incorporated in this prospectus by referdmen Highwoods Properties Ins.’
Annual Report on Form 10-K, and the effectivendddighwoods Properties Inc.’s internal control ofi@ancial reporting, have been audited
by Deloitte & Touche LLP, an independent registgablic accounting firm, as stated in their repevtsch are also incorporated by refere
(which reports (1) express an unqualified opiniartlee financial statements and financial stateraehédules and include an explanatory
paragraph in the Form 10-K for the year ended Déegr81, 2007, referring to the adoption on JandaB006 of Statement of Financial
Accounting Standards No. 123(R), “Share-Based Pa;fnand Emerging Issues Task Force Issue No. 0BD&ermining Whether a General
Partner or the General Partners as a Group, Cergrbimited Partnership or Similar Entity When thmited Partners Have Certain Rights,”
and (2) express an unqualified opinion on the @&ffeness of internal control over financial repogl, and have been so incorporated in
reliance upon the reports of such firm given ugweirtauthority as experts in accounting and auglitin

The financial statements and related financiakstaint schedules incorporated in this prospectusfeyence from Highwoods Realty
Limited Partnership’s Annual Report on Form 10-Kyé been audited by Deloitte & Touche LLP, an irdhefent registered public
accounting firm, as stated in their report whichlso incorporated by reference (which report esgee an unqualified opinion on the finan
statements and financial statement schedules ahdlgs an explanatory paragraph in the Form 10rKhe year ended December 31, 2007,
referring to the adoption on January 1, 2006 ofedt@nt of Financial Accounting Standards No. 123{Rhare-Based Payment,” and
Emerging Issues Task Force Issue No. 04-5, “DetengiWhether a General Partner or the General @artis a Group, Controls a Limited
Partnership or
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Similar Entity When the Limited Partners Have Cierfaights”), and have been so incorporated in neaupon the report of such firm given
upon their authority as experts in accounting auditang.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, gretatements and other information with the SEQu Y@y read and copy any
document that we file at the SEC’s public referermam at 100 F Street, N.E., Washington, D.C. 20®84€ase call the SEC at (800) SEC-
0330 for further information about the public re&flece room. Such reports are also available toubégithrough the SEC's Internet site at
www.sec.gov. In addition, since some of our semsiare listed on the New York Stock Exchange, ganuread our SEC filings at the offices
of the New York Stock Exchange, 20 Broad Streety Nerk, New York 10005.

This prospectus is part of a registration statertteattwe have filed with the SEC. The SEC allowsau$ncorporate by reference” the
information that we file with them, which meanstthe can disclose important information to you bferring you to those documents. The
information incorporated by reference is consideocbe part of this prospectus, and later infororathat we file with the SEC will
automatically update and supersede this informatém incorporate by reference the documents lisedodw and any future documents filed
with the SEC under Sections 13(a), 13(c), 14 od)L6{ the Exchange Act until this offering is termated.

e The Compan’'s 2007 Annual Report on Form-K (as initially filed on March 3, 2008 and as amedadn March 4, 2008

e The Operating Partnersl's 2007 Annual Report on Form-K; and

» The description of the Company’s common stock idetliin the Company’s Registration Statement on Fd#ndated May 16,
1994,

You may request a copy of these filings, at no,dmstvriting or telephoning us at the following a€sis:

Investor Relations
Highwoods Properties, Inc.
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604-1050
Telephone: (919) 872-4924

We also maintain an Internet site at www.highwoeais at which there is additional information about business, but the contents of
that site are not incorporated by reference intd,@e not otherwise a part of, this prospectus.
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PART II. INFORMATION NOT REQUIRED IN PROSPECTUS
Item 14.  Other Expenses of Issuance and Distributio

The following table sets forth estimated costs expknses of the sale and distribution of the seesitheing registered, all of which will
be paid by the registrant.

SEC registration fe *
Printing and engraving fet $ 100,00(
Legal fees and expens 200,00t
Accounting fees and expens 200,00(
Miscellaneous (including listing and rating agehegs) 500,00(
Total $1,000,00!

* The payment of filing fees is deferred pursuarRtde 456(b) and 457(r

ltem 15. Indemnification of Directors and Officers.

The Company'’s officers and directors are and vélirdemnified against certain liabilities in accamde with the Maryland General
Corporation Law, the charter and bylaws of the Canypand the partnership agreement of the OperR@ntnership. The charter requires the
Company to indemnify its directors and officergtie fullest extent permitted from time to time by tMaryland General Corporation Law.
The Maryland General Corporation Law permits a ocapon to indemnify its directors and officers,@mg others, against judgments,
penalties, fines, settlements and reasonable expesually incurred by them in connection with anyceeding to which they may be made
a party by reason of their service in those ormoth@acities unless it is established that the@aomission of the director or officer was
material to the matter giving rise to the procegdind was committed in bad faith or was the resfudtctive and deliberate dishonesty, or the
director or officer actually received an impropergonal benefit in money, property or servicesndhe case of any criminal proceeding, the
director or officer had reasonable cause to beliraethe act or omission was unlawful.

The partnership agreement of the Operating Pattipeadso provides for indemnification of the Compamd its officers and directors
the same extent that the Company’s charter proatdademnification to the Company’s officers adidectors. In addition, the partnership
agreement limits the liability of the Company ateldfficers and directors to the Operating Partniprand its partners to the same extent that
the Company’s charter limits the liability of th@@pany’s officers and directors to the Company itmsdtockholders.

The Company also maintains a policy of directors afficers liability insurance covering certaindilities incurred by the Company’s
directors and officers in connection with the perfance of their duties.

Insofar as indemnification for liabilities arisingpder the Securities Act may be permitted to dinesstofficers or persons controlling the
Company pursuant to the foregoing provisions, tben@any has been informed that in the opinion ofSEE€ such indemnification is against
public policy as expressed in the Securities Act iartherefore unenforceable.
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ltem 16. Exhibits.

Exhibit No.
1

4.1

4.2

4.3
4.4

121

12.2

23.1
23.2
23.3
24
25

Description
Form of Underwriting Agreemen

Indenture, dated as of December 1, 2006 betwee@pleeating Partnership, the Company and U.S. BaatioNal
Association, (as successor in interest to WachBuaiak, N.A.), as trustee (filed as part of the OpiegaPartnership’s
Current Report on Formr-K (No. 00(-21731) dated December 2, 1996 and incorporatedrhieyeeference

Form of certificate representing shares of comntooks(filed as part of the Company’s Registratidat&ment on Form S-
11 (No. 3:-76952) filed with the SEC on March 28, 1994 andiporated herein by referenc

Form of certificate representing shares of Prete8tck*

Form of Deposit Agreemen
Opinion of DLA Piper US LLP re legalit
Opinion of DLA Piper US LLP re tax matte

Statement of computation of ratio of earnings xedi charges and ratio of earnings to combined fotetges and
preferred stock dividends of the Comps

Statement of computation of ratio of earnings xedi charges and ratio of earnings to combined fotetges and
preferred unit distributions of the Operating Parship

Consent of DLA Piper US LLP (included in Exhibit@bd 8)
Consent of Deloitte & Touche LL

Consent of Deloitte & Touche LL

Power of Attorney (included on signature pa

Statement of Eligibility of Trustee on Forn-1

*  To be filed by amendment of the Registration &tant or as an exhibit to a Current Report on Fd#hand incorporated herein by

reference

Item 37. Undertakings.
Each of the undersigned registrants hereby undestak

To file, during any period in which offers or sab® being made, a post-effective amendment ta¢histration statement;

() To include any prospectus required by Sectid(a)(3) of the Securities Act of 1933;

(i) To reflect in the prospectus any facts or @sarising after the effective date of the regtgirastatement (or the most recent
post-effective amendment thereof) which, individgpak in the aggregate, represent a fundamentalgdhan the information set forth in the
registration statement. Notwithstanding the foragpany increase or decrease in volume of
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securities offered (if the total dollar value otussgties offered would not exceed that which assteged) and any deviation from the low or
high end of the estimated maximum offering rangg trareflected in the form of prospectus filed vitte Commission pursuant to Rule 424
(b) if, in the aggregate, the changes in volumeiak represent no more than a 20% change in thénmum aggregate offering price set
forth in the “Calculation of Registration Fee” tabh the effective registration statement; and

(iii) To include any material information with resgt to the plan of distribution not previously dised in the registration
statement or any material change in such informatidhe registration statement;

provided, howeve, that paragraphs (i), (ii) and (iii) do not apjfiyhe information required to be included in a pefective amendment by
those paragraphs is contained in reports filed waitfurnished to the Commission by each of thestegnts pursuant to Section 13 or
Section 15(d) of the Securities Exchange Act of4l8tt are incorporated by reference in this regfisin statement, or is contained in a form
of prospectus filed pursuant to Rule 424(b) thataig of the registration statement.

That, for the purposes of determining any liabilityder the Securities Act of 1933, each such pifisttieve amendment shall be deemed
to be a new registration statement relating tosttririties offered therein, and the offering offssecurities at that time shall be deemed to be
the initial bona fide offering thereof.

To remove from registration by means of a postetiife amendment any of the securities being regidteshich remain unsold at the
termination of the offering.

That, for the purpose of determining liability undlee Securities Act of 1933 to any purchaser:

(A) Each prospectus filed by a Registrant purstaftule 424(b)(3) shall be deemed to be part ofdlgéstration statement as of
the date the filed prospectus was deemed partdirmtuded in the registration statement; and

(B) Each prospectus required to be filed pursuaitule 424(b)(2), (b)(5) or (b)(7) as part of aistgtion statement in reliance on
Rule 430B relating to an offering made pursuarRite 415(a)(1)(i), (vii) or (x) for the purpose mfoviding the information required by
Section 10(a) of the Securities Act of 1933 shaltleemed to be part of and included in the redisiratatement as of the earlier of the date
such form of prospectus is first used after effestess or the date of the first contract of salgectirities in the offering described in the
prospectus. As provided in Rule 430B, for liabilityrposes of the issuer and any person that iatate an underwriter, such date shall be
deemed to be a new effective date of the registratiatement relating to the securities in thestegfion statement to which the prospectus
relates, and the offering of such securities attihee shall be deemed to be the initial bona &ffering thereof Provided, howeverthat no
statement made in a registration statement or podgp that is part of the registration statememhade in a document incorporated or dee
incorporated by reference into the registratiotestent or prospectus that is part of the
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registration statement will, as to a purchaser withme of contract of sale prior to such effectilate, supersede or modify any statement that
was made in the registration statement or prospahat was part of the registration statement atemia any such document immediately
prior to such effective date.

That, for the purpose of determining liability oR&gistrant under the Securities Act of 1933 to pumchaser in the initial distribution
the securities, each undersigned Registrant udderthat in a primary offering of securities ofuardersigned Registrant pursuant to this
registration statement, regardless of the undangrinethod used to sell the securities to the @seh if the securities are offered or sold to
such purchaser by means of any of the followingmomications, the undersigned Registrant will beliesto the purchaser and will be
considered to offer or sell such securities to quatthaser:

() Any preliminary prospectus or prospectus ouanersigned Registrant relating to the offeringuresg to be filed pursuant to
Rule 424;

(i) Any free writing prospectus relating to thdaring prepared by or on behalf of an undersignedi&rant or used or referred to
by an undersigned Registrant;

(iii) The portion of any other free writing prosyes relating to the offering containing materidbimation about an undersigned
Registrant or its securities provided by or on lfetfaan undersigned Registrant; and

(iv) Any other communication that is an offer iretbffering made by an undersigned Registrant tgthiehaser.

That, for purposes of determining any liability endhe Securities Act of 1933, each filing of e&dygistrant’s annual report pursuant to
Section 13(a) or Section 15(d) of the Securitiesiaxnge Act of 1934 (and, where applicable, eaafgfibf an employee benefit plan’s annual
report pursuant to Section 15(d) of the Securlieshange Act of 1934) that is incorporated by rfee in the registration statement shall be
deemed to be a new registration statement reladitige securities offered therein, and the offedhguch securities at that time shall be
deemed to be the initial bona fide offering thereof

To file an application for the purpose of determinthe eligibility of the trustee to act under sdi®on (a) of Section 310 of the Trust
Indenture Act in accordance with the rules and lagns prescribed by the SEC under Section 308)lm)f{the Trust Indenture Act.

Insofar as indemnification for liability arising der the Securities Act of 1933 may be permitteditectors, officers and controlling
persons of the registrants pursuant to the forggpiovisions, or otherwise, the registrant has tabiised that in the opinion of the SEC such
indemnification is against public policy as expessi the Securities Act of 1933 and is, therefaresnforceable. In the event that a claim for
indemnification against such liabilities (othernithe payment by the registrants of expenses iadwr paid by a director, officer or
controlling person of the registrants in the susfidslefense of any action, suit or proceedingisiserted by such director, officer or
controlling person in connection with the secusitiing
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registered, each of the registrants will, unleshéopinion of its counsel the matter has beeteseby controlling precedent, submit to a ¢
of appropriate jurisdiction the question whethestsindemnification by it or against public policy expressed in the Securities Act of 1933
and will be governed by the final adjudication o€k issue.
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SIGNATURES

Pursuant to the requirements of the SecuritiesoAtB33, as amended, each of the Registrantsiesrtifat it has reasonable grounds to
believe that it meets all of the requirements fiang on Form S-3 and has duly caused this Redistrébtatement to be signed on its behalf by
the undersigned, thereunto duly authorized, inGlg of Raleigh, State of North Carolina, on Mafieh 2008.

HIGHWOODS PROPERTIES, INC.

By: /s/ Edward J. Fritsch
Edward J. Fritscl
President and Chief Executive Offic

HIGHWOODS REALTY LIMITED
PARTNERSHIP

By: Highwoods Properties, Inc., its sole general pai
By: /s/ Edward J. Fritsch

Edward J. Fritscl
President and Chief Executive Offic

KNOW ALL MEN BY THESE PRESENTS, that each personos# signature appears below hereby constituteagpuints Edward J.
Fritsch, Jeffrey D. Miller or Terry L. Stevens agalch of them, his true and lawful attorney-in-factl agent, with full power of substitution
and resubstitution, for him and in his name, plkace stead, in any and all capacities, to sign ayal amendments to this Registration
Statement, and any additional related registrattatement filed pursuant to Rule 462(b) under #heuBties Act of 1933, as amended
(including post-effective amendments to the regigin statement and any such related registrataieraents), and to file the same, with all
exhibits thereto, and any other documents in cammetherewith, granting unto said attorneys-intfacd agents full power and authority to
do and perform each and every act and thing requasid necessary to be done in and about the mgnais fully to all intents and purpose
he might or could do in person, hereby ratifying aonfirming all that said attorneys-in-fact aneats, or their substitute or substitutes, may
lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the SecuritiesoAtB33, this Registration Statement has been diggehe following persons in the
capacities and on the dates indicated.
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Signature Title Date
/s/ O. Temple Sloan, Jr. Chairman of the Board of Directors March 14, 2008
O. Temple Sloan, J
/s/ Edward J. Fritsch President, Chief Executive Officer and March 14, 2008
Edward J. Fritscl Director
/s/ Gene H. Anderson Senior Vice President and Director March 14, 2008
Gene H. Anderso
/sl Thomas W. Adler Director March 14, 2008
Thomas W. Adle
/s/ Kay N. Callison Director March 14, 2008
Kay N. Callison
/sl Lawrence S. Kaplan Director March 14, 2008
Lawrence S. Kapla
/sl Sherry A. Kellett Director March 14, 2008
Sherry A. Kelleti
/s/ L. Glenn Orr, Jr. Director March 14, 2008

L. Glenn Orr, Jr

/sl Terry L. Stevens

Terry L. Steven:

/s/ Daniel L. Clemmens

Daniel L. Clemmen

Senior Vice President and Chief Financial March 14, 2008
Officer

Vice President and Chief Accounting Officer March 14, 2008
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Exhibit 5

DLA Piper US LLP

4141 Parklake Avenue, Suite 3
Raleigh, North Carolina 276-2350
www.dlapiper.corr

T 919.786.200(
F 919.786.220(

March 14, 2008

Highwoods Properties, Inc.
Highwoods Realty Limited Partnership
3100 Smoketree Court, Suite 600
Raleigh, NC 27604

Re: Registration Statement on Form S-3
Ladies and Gentlemen:

We are acting as counsel to Highwoods Properties, & Maryland corporation (the “Company”), and/flvoods Realty Limited
Partnership, a North Carolina Limited Partnerskiye (Operating Partnership”), in connection witke filing of a Registration Statement on
Form S-3 (as amended or supplemented, the “Retiistratatement”) pursuant to the Securities Act®83, as amended (the “Securities
Act”), relating to the registration of (i) commotosk, par value $0.01 per share, of the Comparg/“@ommon Stock”), (ii) preferred stock,
par value $0.01 per share, of the Company (theféRed Stock”), which may be issued as such onénform of depositary shares (the
“Depositary Shares"@videnced by depositary receipts issued againgtsitepf shares of Preferred Stock pursuant to asiepgreement to t
entered into between the Company and a bank drdomspany selected by the Company (the “Deposijafiil) debt securities of the
Operating Partnership (the “Operating PartnerstaptiBecurities”) and (iv) guarantees by the Comprikie Operating Partnership Debt
Securities (the “Guarantees”). The Common Stocé&fdPred Stock, Depositary Shares, Operating PattieDebt Securities and Guarantees
are referred to collectively herein as the “Se@sit Securities may be issued in an unspecifiéatral amount (with respect to Operating
Partnership Debt Securities or Guarantees) or inapecified number (with respect to Common St&eckferred Stock or Depositary Shares)
pursuant to the Registration Statement. CommorkSRieferred Stock or Depositary Shares may baidsun exchange for Operating
Partnership Debt Securities or upon conversiorhafes of Preferred Stock. The Registration Stateprewides that the Securities may be
offered separately or together, in separate sani@snounts, at prices and on terms to be set fortime or more prospectus supplements (

a “Prospectus Supplement) the prospectus contained in the Registratiote8tant. We are furnishing this opinion letter parguto Item 1¢
of Form S-3 and Item 601(b)(5) of the CommissidRégulation S-K.

We have examined copies of the Company’s AmendddRastated Articles of Incorporation, the Compamyrsended and Restated
Bylaws and the Second Restated Agreement of Linftathership of the Operating Partnership and hzadae such further legal and factual
examinations and investigations as we, in our pémal judgment, have deemed appropriate to reahdespinion contained herein. We hi
reviewed such documents and made such examindtlaw@s we have deemed appropriate to give theiams expressed below. As to
various questions of fact material to the opiniams,have relied upon certificates of, or commundcet with, officers of the Company and
others.

In our examination of the relevant documents, weetessumed the genuineness of all signaturesediaé dapacity of all natural
persons, the accuracy and completeness of all deatsnsubmitted to us, the authenticity of all arédidocuments and the conformity to
authentic original documents of all documents stigmhito us as copies (including telecopies). Tiigion letter is given, and all statements
herein are made, in the context of the foregoing.



Highwoods Properties, Inc.
March 14, 2008
Page Two

Based upon the foregoing, and subject to the anhditiqualifications set forth below, we are of dgenion that:

(1) when (i) specifically authorized for issuangethbe Company’s Board of Directors or a duly auihext committee thereof, on behalf
of the Company or in its capacity as the sole gargartner of the Operating Partnership, as the @y be (the “Highwoods Debt Securities
Authorizing Resolution™), (ii) the applicable indene relating to the Operating Partnership Debu8ites has been duly authorized, executed
and delivered by the Operating Partnership andheyrustee thereunder, (iii) the terms of the OtregaPartnership Debt Securities and, if
applicable, the Guarantees and of their issuandesale have been duly established in conformith wie applicable indenture so as not to
violate any law or result in any default under pedrh of any agreement or instrument binding uperompany or the Operating Partner
and so as to comply with any requirement or regtridmposed by any court or governmental body ihgyurisdiction over the Company or
the Operating Partnership, (iv) the Operating Rastinp Debt Securities and the Guarantees, iffzenye been duly executed and authentic
in accordance with the applicable indenture andh(®)Operating Partnership Debt Securities andt@rantees, if any, have been issued as
contemplated in the Registration Statement andagdectus Supplement that is consistent with théwapds Debt Securities Authorizing
Resolution against receipt by the Operating Pastriprof the consideration therefor provided intighwoods Debt Securities Authorizing
Resolution, then (A) the Operating Partnership [Bdaturities and the Guarantees, if any, will coutgtivalid and legally binding obligations
of the Operating Partnership and the Company, otispéy, and (B) if the Operating Partnership D8kturities are convertible into Common
Stock, Preferred Stock or Depositary Shares, thrar@on Stock, Preferred Stock and Depositary Shdrasd when issued upon conversion
of the Operating Partnership Debt Securities, ax#se may be, will be validly issued, fully paidiaonassessable;

(2) when (i) specifically authorized for issuangethbe Company’s Board of Directors or a duly authed committee thereof (the
“Common Stock Authorizing Resolution”), and (ii)aks of Common Stock have been issued as contedptathe Registration Statement
and a Prospectus Supplement that is consistentmatCommon Stock Authorizing Resolution againeeigt by the Company of the
consideration therefor provided in the Common Stagthorizing Resolution (which consideration is hexs than par value), such shares of
Common Stock will be validly issued, fully paid andnassessable;

(3) when (i) specifically authorized for issuangethe Company’s Board of Directors or a duly authed committee thereof (the
“Preferred Stock Authorizing Resolution”), and @hares of Preferred Stock have been issued asmoplated in the Registration Statement
and a Prospectus Supplement that is consistenthatPreferred Stock Authorizing Resolution agaiaseipt by the Company of the
consideration therefor provided for in the Prefdr&tock Authorizing Resolution (which consideratismot less than par value), then (A) the
Preferred Stock will be validly issued, fully paidd nonassessable and (B) if the Preferred Stamknigertible into Common Stock, the
Common Stock, if and when duly issued upon the emsion of such Preferred Stock, will be validlyusd, fully paid and nonassessable; and

(4) when (i) specifically authorized for issuangethe Company’s Board of Directors or a duly authed committee thereof (the
“Depositary Share Authorizing Resolution”), (iietherms of the depositary agreement under whiclb#positary Shares are to be issued
have been duly establish
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March 14, 2008
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and such deposit agreement has been duly authpezeduted and delivered by the Company and th@$kepy, (iii) the terms of the
Depositary Shares and of their issuance and sakelfeen duly established in conformity with thea@pagreement, (iv) the shares of
Preferred Stock represented by the Depositary Sheree been duly authorized, validly issued aniveieldd to the Depositary, (v) the
depositary receipts evidencing the Depositary Shhawe been duly executed, countersigned and isgadst deposit of such shares of
Preferred Stock in accordance with the depositeagest, (vi) the Depositary Shares have been isssiedntemplated in the Registration
Statement and a Prospectus Supplement that isstemtswith the Depositary Share Authorizing Resofutigainst receipt by the Company of
the consideration therefor provided for in the Dgtsoy Share Authorizing Resolution, and if alltioé foregoing actions are taken so as not to
violate any applicable law or result in default andr breach of any agreement or instrument bindjpan the Company and so as to comply
with any requirement or restriction imposed by anyrt or governmental body having jurisdiction otteg Company, then (A) the Depositary
Shares will be validly issued and the depositacgifgs representing such Depositary Shares willlerhe holders thereof to the rights
specified in the Depositary Shares and the depgsé¢ement and (B) if the Depositary Shares areeatible into Common Stock, the
Common Stock, if and when duly issued upon congarsi such Depositary Shares, will be validly issuelly paid and nonassessable.

Our opinion set forth above is subject to the fwiloy general qualifications and assumptions:

1. The foregoing opinion is rendered as of the tateof. We assume no obligation to update or smpght the opinion if any laws
change after the date hereof or if any facts @uecistances come to our attention after the datohérat might change the
opinion.

2. We have made no investigation as to, and we exp@spinion concerning, any laws other than theyléard General Corporatir
Law, the North Carolina Revised Uniform Limited f@rship Act, applicable provisions of the lawslw# State of North Carolin
applicable provisions of the Constitution of eattthe State of Maryland and the State of North Gaacand reported judicial
decisions interpreting the Maryland General CorfionaLaw and the North Carolina Revised Uniform itied Partnership Act,
and we do not express any opinion herein conceruirygother laws

3. Without limiting the effect of the immediatelygzeding qualification, we note that we expressmioion as to compliance with
the principles of conflicts of laws of the StateM¥éiryland or the State of North Carolina, or anlyestjurisdiction, and we express
no opinion as to federal or state securities ldas|aws, antitrust or trade regulation laws, insoky or fraudulent transfer laws,
antifraud laws and compliance with fiduciary dugguirements (without limiting other laws excludeddustomary practice

4.  We have assumed that after the issuance ofdhem®@n Stock offered pursuant to the Registrati@e®tent, the total number of
issued shares of Common Stock, together with ttad hmber of shares of Common Stock reservedstarance upon the
exercise, exchange or conversion, as the case eyaf hny exercisable, exchangeable or conversibberity, as the case may be,
then outstanding, will not exceed the tc
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number of authorized shares of Common Stock udde€bmpan’s articles of incorporation, as amended and theffact.

5.  We have assumed that none of the Common Stokederred Stock will be issued in violation of isle VI of the Amended and
Restated Articles of Incorporatio

6.  Our opinion is limited to the matters set forthdier and no other opinion should be inferred beyihiedmatters expressly stati

Without limiting the effect of the immediately pexting paragraph, our opinions are subject to:h@)ffect of bankruptcy, insolvency,
reorganization, fraudulent transfer, moratoriunotbrer similar laws relating to or affecting thehig and remedies of creditors; (b) the effect
of general principles of equity, whether enforcetisrtonsidered in a proceeding in equity or at (eagluding the possible unavailability of
specific performance or injunctive relief), concepf materiality, reasonableness, good faith airdifaling, and the discretion of the court
before which any proceeding is brought; and (c)intalidity under certain circumstances under lawaurt decisions of provisions providi
for the indemnification of or contribution to a pawith respect to a liability where such indemeétiion or contribution is contrary to public
policy; and we express no opinion as to (i) anision for liquidated damages, default interede lzharges, monetary penalties, makele
premiums or other economic remedies to the extait provisions are deemed to constitute a pen@lyhe waiver of rights or defenses
contained in the indenture or any supplement the(@f) any provision requiring the payment ofatieys’ fees, where such payment is
contrary to law or public policy; (iv) any provisiexcusing a party for liability for its own ac({s) any provision authorizing a party to act in
its sole discretion; (vi) any provision requiringiwers or amendments to be made only in writin@) @ny provision concerning choice of
forum or consent to the jurisdiction of courts, werof actions or means of service of process;) @iy provision purporting to reconstitute
terms thereof as necessary to avoid a claim omdefef usury; (ix) any provision purporting to picesa waiver of legal rights related to
guarantees; (x) any provision permitting; upon sredion of the Operating Partnership Debt Se@sijtcollection of that portion of the stated
principal amount thereof which might be determit@donstitute unearned interest thereon and (gistverability, if invalid, of provisions to
the foregoing effect.

We hereby consent to the filing of this opiniortéetas Exhibit 5 to the Registration Statementtarttie reference to this firm under the
caption “Legal Matters” in the Registration Statenén giving such consent, we do not thereby adhait we are within the category of
persons whose consent is required under Sectidnhe @ecurities Act of 1933, as amended, or thesrand regulations of the Commission
thereunder.

Very truly yours,
/s/ DLA Piper US LLP
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DLA Piper US LLP

203 North LaSalle Street, Suite 1900
Chicago, Illinois 60601-1293

T 312.368.4000

F 312.236.7516

W www.dlapiper.con

March 14, 2008
Highwoods Properties, Inc
3100 Smoketree Ct., Suite 600
Raleigh, NC 27604

Re: Tax Opinion for REIT Status of Highwoods Properties Inc.

Ladies and Gentlemen:

We have acted as special tax counsel to Highwoonizelties, Inc., a Maryland corporation (“ Highwaddr the “ Company), in
connection with the filing of the Registration ®taient on Form S-3 (* Form3”) relating to the issuance of an unspecified ppatamount
or number of common stock, preferred stock, detisges of the Operating Partnership, and guasmnby the Company of the debt
securities of the Operating Partnership as destiibéhe Forms S-3 to be filed on March 14, 2008.

In connection with the Form S-3 filing, you havguested our opinion regarding whether the Compaasy avganized and has operated
in conformity with the requirements for qualifioari and taxation as a real estate investment th&RE(T ") under the Internal Revenue Code
of 1986, as amended (the “ Cdijdor the Company’s taxable years ended DecemlieP302 through December 31, 2007, and whether the
Companys current organization and method of operationsesihble it to continue to meet the requirementgjtalification and taxation as
REIT, as well as whether the discussion in the F8tBunder the heading “Material Federal Income Carsiderations,” to the extent that it
constitutes matters of federal income tax law galeonclusions relating thereto, is correct imaditerial respects.

In connection with rendering the opinions expredseldw, we have examined originals (or copies idiedtto our satisfaction as true
copies of the originals) of the following documef(tsllectively, the “ Reviewed Documerifs

(1) the Amended and Restated Articles of Incorporatibthe Company (th* Company Charte”);
(2) the Amended and Restated Bylaws of the Company* Company Bylaw¢");




(3) the Second Restated Agreement of Limited Pestiie of Highwoods Realty Limited Partnership (tH@perating Partnership
and the agreement, t* Operating Partnership Agreem¢”);

(4) the Form -3 to be filed on March 14, 200
(5) the Compan’s Annual Report on Form -K for the year ending December 31, 2007;

(6) such other documents as may have been preserisdioHighwoods from time to tim

In addition, we have relied upon the factual repnégtions contained in Highwoods’ certificate, dads of the date hereof (the “
Highwoods Officers Certificate’), executed by a duly appointed officer of Highwdspsetting forth certain representations relatintpe
organization and operation of Highwoods, the OjegaPartnership, and their respective subsidiaries.

For purposes of our opinions, we have not maded@piendent investigation of the facts set fortthendocuments we reviewed. We
consequently have assumed that the informatiorepted in such documents or otherwise furnished tacgurately and completely describes
all material facts relevant to our opinions. Notédtave come to our attention, however, that wealgse us to question the accuracy and
completeness of such facts or documents in a rahteay. Any representation or statement in any dant upon which we rely that is made
“to the best of our knowledge” or otherwise simifagualified is assumed to be correct. Any altenatf such facts may adversely affect our
opinions. In the course of our representation ef@empany, no information has come to our atterthahwould cause us to question the
accuracy or completeness of the representatiortaioed in Highwoods Officer’s Certificate, or the\Rewed Documents in a material way.

In our review, we have assumed, with your congéat,all of the representations and statementdadtaal nature set forth in the
documents we reviewed are true and correct, araf #ike obligations imposed by any such documentthe parties thereto have been and
will be performed or satisfied in accordance withit terms. We have also assumed the genuinenedissgfnatures, the proper execution of
all documents, the authenticity of all documentsnsitted to us as originals, the conformity to amggs of documents submitted to us as
copies, and the authenticity of the originals fratmich any copies were made.

The opinions set forth in this letter are basedad@vant provisions of the Code, the regulatiorsrprigated thereunder by the United
States Department of the Treasury (* Regulatidrigicluding proposed and temporary Regulatioasy interpretations of the foregoing as
expressed in court decisions, the legislative his@nd existing administrative rulings and praesiof the Internal Revenue Service (incluc
its practices and policies in issuing private lettdings, which are not binding on the InternakvBeue Service (“ IR except with respect"
a taxpayer that receives such a ruling), all abefdate hereof.

In rendering these opinions, we have assumedhbdtansactions contemplated by the Reviewed Dootsweill be consummated in
accordance with the terms and provisions of sudugh@nts, and that such documents accurately réfiegnaterial facts of such transactic
In addition, the opinions are based on the coresstof the following specific assumptions:

0] The Company, the Operating Partnership and tiespective subsidiaries will each be operatetiérmanner described in
the Company Charter, the Bylaws, the Operatingneship Agreement, the other organizational docusefheach such
entity and their subsidiaries, as the case magrall terms and provisions of such agreementsiandments will be
complied with by all parties theret



(i The Company is a duly formed corporation undefdle of the State of Maryland; a

(i)  The Operating Partnership is a duly organiaed validly existing limited partnership under thess of the State of North
Carolina.

It should be noted that statutes, regulationscjatidecisions, and administrative interpretatiars subject to change at any time and, in
some circumstances, with retroactive effect. A miatehange that is made after the date hereofiynad the foregoing bases for our opinions
could affect our conclusions. Furthermore, if thet§ vary from those relied upon (including anyrespntations, warranties, covenants or
assumptions upon which we have relied are inaceuimtomplete, breached or ineffective), our opingontained herein could be
inapplicable. Moreover, the qualification and tasatof the Company as_a REtIEpends upon its ability to meet, through actualiah
operating results, distribution levels and diversit share ownership and the various qualificatests imposed under the Code, the results of
which will not be reviewed by the undersigned. Aliogly, no assurance can be given that the actsalts of the operations of the Comp
for any one taxable year will satisfy such requieats.

Based upon and subject to the foregoing, it isogimion that:

1. The Company was organized and has operatedforooity with the requirements for qualificationdataxation as a REIT
under the Code for its taxable years ended DeceBhe2002 through December 31, 2007, and the Coypanrrent organization and
method of operations will enable it to continuareet the requirements for qualification and taxatie a REIT.

2. The discussion in the Form S-3 under the hedtitagerial Federal Income Tax Considerations,”lie extent that it constitutes
matters of federal income tax law or legal condusirelating thereto, is correct in all materiapects.

The foregoing opinions are limited to the mattgrscifically discussed herein, which are the onlytera to which you have requested
our opinions. Other than as expressly stated abeg@xpress no opinion on any issue relating ta@Qtwpany or its Operating Partnership
to any investment therein.

For a discussion relating the law to the factsthiedegal analysis underlying the opinions setfamtthis letter, we incorporate by
reference the discussions of federal income taresswhich we assisted in preparing, in the Prdspamder the headir*Material Federa



Income Tax Considerations.” We assume no obligatadvise you of any changes in the foregoing egibsnt to the date of this opinion
letter, and we are not undertaking to update theiap letter from time to time. You should be aw#rat an opinion of counsel represents
only counsel’s best legal judgment, and has noibindffect or official status of any kind, and timat assurance can be given that contrary
positions may not be taken by the IRS or that atamnsidering the issues would not hold otherwise.

This opinion is rendered only to you and may nogibeted in whole or in part or otherwise referredntor be filed with, or furnished to,
any other person or entity. We hereby consentédilimg of this opinion as an exhibit to the FoB¥3 under the Securities Act, and to the
reference to DLA Piper US LLP in the Form S-3. Iving this consent, we do not admit that we arduided in the category of persons whose
consent is required under Section 7 of the Seeariict of 1933, as amended, or the rules and régusgaof the Securities and Exchange
Commission thereunder.

/s/ DLA PIPER US LLP



Exhibit 12.1

STATEMENT OF COMPUTATION OF RATIO OF EARNINGS TO FI XED CHARGES
AND RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS OF THE COMPANY

Years Ended December 31,

2007 2006 2005 2004 2003

Earnings:
Income/(loss) from continuing operations before anity interest and equity in earnings

of unconsolidated affiliate $ 46,03( $ 32,08( $ 20,20 $ 9,728 $ (2,737
Contractual interest expen 93,99: 94,22¢ 98,23. 104,76¢ 118,01!
Amortization of deferred financing cos 2,41 2,37¢ 3,37z 3,69¢ 4,39¢
Financing obligations interest expet 3,93( 4,162 5,032 9,99¢ 17,69
Distributions of earnings from unconsolidated &fis 4,462 7,74¢ 8,96¢ 6,77t 4,55¢
Total earnings $150,82¢ $140,59: $135,80: $134,96! $141,92!
Fixed charges and Preferred Stock dividend
Contractual interest expen $ 93,997 $ 94,22¢ $ 98,23 $104,76¢ $118,01!
Amortization of deferred financing cos 2,41¢ 2,37¢ 3,37 3,69¢ 4,39¢
Financing obligations interest expet 3,93( 4,162 5,032 9,99¢ 17,69
Capitalized interes 9,74: 5,00z 2,90¢ 1,05¢ 1,39¢
Interest component of rental expe! 1,44¢ 1,481 1,60¢ 1,78¢ 1,721
Total fixed charges 111,52¢ 107,24¢ 111,14: 121,31. 143,22
Preferred Stock dividenc 13,477 17,06: 27,23¢ 30,85: 30,85:
Total fixed charges and Preferred Stock dividends $125,00¢ $124,31: $138,37¢ $152,16: $174,07!
Ratio of earnings to fixed charge: 1.3 1.31 1.22 1.11 0.9¢

Ratio of earnings to combined fixed charges and Pferred Stock dividends 1.21 1.15 0.9¢ 0.8¢ 0.82




STATEMENT OF COMPUTATION OF RATIO OF EARNINGS TO FI XED CHARGES
AND RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND PREFERRED
UNIT DISTRIBUTIONS OF THE OPERATING PARTNERSHIP

Earnings:

Exhibit 12.2

Years Ended December 31,

2007

2006 2005

2004

2003

Income/(loss) from continuing operations before anity interest and equity in earnings
$ 46,09. $ 32,327 $ 20,27. $ 10,15. $ (2,31¢)

of unconsolidated affiliate

Contractual interest expen

Amortization of deferred financing cos

Financing obligations interest expet

Distributions of earnings from unconsolidated &fis
Total earnings

Fixed charges and Preferred Unit distributions

Contractual interest expen
Amortization of deferred financing cos
Financing obligations interest expet
Capitalized interes

Interest component of rental expe!
Total fixed charges

Preferred Unit distribution

Total fixed charges and Preferred Unit distributions
Ratio of earnings to fixed charge:
Ratio of earnings to combined fixed charges and Pferred Unit distributions

93,917 94,19 98,23; 104,59: 117,65:
2,41f  237¢  3,37: 3,60  4,30¢
3,93 4,16: 503  9,99¢ 17,69
4271 7,33% 851¢  6,41( 4,32

$150,61¢ $140,38( $135,42; $134,85. $141 74«
$ 93,917 $ 94,19¢ $ 98,237 $104,59: $117,65:
2,41f  2,37¢  3,37: 3,60  4,39¢
3,93 4,16: 503  9,99¢ 17,69
9,742  500: 2,90 1,05¢  1,39¢
1,44¢ 1,481 1,606 1,78¢ 1,721

111,44" 107,21: 111,14; 121,13 142,86:

13,47, 17,060 27,23¢ 30,85, 30,85:
$124,92: $124,27¢ $138,37¢ $151,99( $173,71
1.3¢ 1.31 1.22 1.11 0.9¢
1.21 1.1% 0.9¢ 0.8¢ 0.82




Exhibit 23.2
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference is Registration Statement on Form S-3 of our reptated March 2, 2008, relating to the
financial statements and financial statement sdiesdaf Highwoods Properties, Inc., (which repottsexpress an unqualified opinion on the
financial statements and financial statement sdiesdand include an explanatory paragraph refetorte adoption on January 1, 2006 of
Statement of Financial Accounting Standards No(R23'Share-Based Payment,” and Emerging Issuek Fasce Issue No. 04-5,
“Determining Whether a General Partner or the Garfeartners as a Group, Controls a Limited Partieisr Similar Entity When the

Limited Partners Have Certain Rightgihd (2) express an unqualified opinion on the &ffeness of internal control over financial repogf,
appearing in the Annual Report on Form 10-K of hivglds Properties, Inc. for the year ended Decei®bge2007, and to the reference to us
under the heading “Experts” in the Prospectus, Whigart of this Registration Statement.

/s/ Deloitte & Touche LLF

Raleigh, North Carolin
March 13, 200t



Exhibit 23.3
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference is Registration Statement on Form S-3 of our regated March 12, 2008 (which report
expresses an unqualified opinion on the finand&tkements and financial statement schedules ahdlie® an explanatory paragraph referring
to the adoption on January 1, 2006 of Statemehtrancial Accounting Standards No. 123(R), “Shassd&] Payment,” and Emerging Issues
Task Force Issue No. 04-5, “Determining Whethereadsal Partner or the General Partners as a G8ayrols a Limited Partnership or
Similar Entity When the Limited Partners Have Cierfaights”), relating to the financial statementsldinancial statement schedules of
Highwoods Realty Limited Partnership appearinche Annual Report on Form 10-K of Highwoods Realipited Partnership for the year

ended December 31, 2007, and to the referenceuader the heading “Experts” in the Prospectuscivis part of this Registration
Statement.

/sl Deloitte & Touche LLF

Raleigh, North Carolin
March 13, 200¢



Exhibit 25
STATEMENT OF ELIGIBILITY OF TRUSTEE ON FORM T-1

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM T-1

STATEMENT OF ELIGIBILITY UNDER
THE TRUST INDENTURE ACT OF 1939 OF A
CORPORATION DESIGNATED TO ACT AS TRUSTEE
Check if an Application to Determine Eligibility of
a Trustee Pursuant to Section 305(b)(2)

U.S. BANK NATIONAL ASSOCIATION
(Exact name of Trustee as specified in its charter)

31-0841368
I.R.S. Employer Identification No.

800 Nicollet Mall
Minneapolis, Minnesot 55402
(Address of principal executive office (Zip Code)

Katherine Esber
U.S. Bank National Association
214 N. Tryon Street 2%¥Floor
Charlotte, NC 28202
(704) 335-4655
(Name, address and telephone number of agentifacesg

Highwoods Realty Limited Partnership
(Issuer with respect to the Securities)

North Caroling 56-1869557
(State or other jurisdiction of incorporation oganization) (I.R.S. Employer Identification No

3100 Smoketree Court, Suite 600
Raleigh, North Carolin 27604
(Address of Principal Executive Office (Zip Code)

5.85% Notes Due March 15, 2017
(Title of the Indenture Securities)




FORMT-1

Item 1. GENERAL INFORMATION . Furnish the following information as to the Trust
a) Name and address of each examining or supervigitigoaity to which it is subjec

Comptroller of the Currency
Washington, D.C.

b) Whether it is authorized to exercise corporatettpmners.
Yes

Item 2. AFFILIATIONS WITH OBLIGOR. If the obligor is an affiliate of the Trustee, debe each such affiliatior
None

Items 3-15 Items -15 are not applicable because to the best of tiast€es knowledge, the obligor is not in default undey &mdenture
for which the Trustee acts as Trust

ltem 16. LIST OF EXHIBITS: List below all exhibits filed as a part of this tment of eligibility and qualificatior

A copy of the Articles of Association of the Truste

A copy of the certificate of authority of the Trastto commence busines

A copy of the certificate of authority of the Trastto exercise corporate trust powe

A copy of the existing bylaws of the Trustee

A copy of each Indenture referred to in Iltem 4. Bpplicable

The consent of the Trustee required by Sectionl82aif(the Trust Indenture Act of 1939, attachedtaiibit 6.

Report of Condition of the Trustee as of Decen®ie 2006 published pursuant to law or the requénets of its supervising
or examining authority, attached as Exhibi

No o kMo bdhpe

. * Incorporated by reference to Exhibit 25.1 to &miment No. 2 to registration statement on S-4jdReagion Number 333-128217 filed
on November 15, 200!
. ** |ncorporated by reference to Exhibit 25.1 to ragtibn statement on-4, Registration Number 3-145601 filed on August 21, 20C



SIGNATURE

Pursuant to the requirements of the Trust Indenfutenf 1939, as amended, the Trustee, U.S. BANKINANAL ASSOCIATION, a
national banking association organized and existimder the laws of the United States of America, didly caused this statement of eligibi
and qualification to be signed on its behalf by uheersigned, thereunto duly authorized, all inGlity of Charlotte, State of North Carolina

on the 13th of March, 2008.

By: /s/ Katherine Esber
Katherine Esbe
Vice Presiden

By: /s/ Patrick L. Teague
Patrick L. Teagu
Vice Presiden




Exhibit 6
CONSENT

In accordance with Section 321(b) of the Trust hdee Act of 1939, the undersigned, U.S. BANK NANBL ASSOCIATION
hereby consents that reports of examination ofittdersigned by Federal, State, Territorial or Distuthorities may be furnished by such
authorities to the Securities and Exchange Comonisgpon its request therefor.

Dated: March 13, 2008

By: /s/ Katherine Esber
Katherine Esbe
Vice Presiden

By: /s/ Patrick L. Teague
Patrick L. Teagu
Vice Presiden




Exhibit 7
U.S. Bank National Association
Statement of Financial Condition

As of 12/31/2007
($000's)

Assets
Cash and Balances Due From Depository Institut
Securities
Federal Fund
Loans & Lease Financing Receivah
Fixed Asset:
Intangible Asset
Other Asset:
Total Assets
Liabilities
Deposits
Fed Fund:
Treasury Demand Nott
Trading Liabilities
Other Borrowed Mone
Acceptance:
Subordinated Notes and DebentL
Other Liabilities
Total Liabilities

Equity
Minority Interest in Subsidiarie
Common and Preferred Sto
Surplus
Undivided Profits

Total Equity Capital
Total Liabilities and Equity Capital

To the best of the undersigned’s determinatiomfdise date hereof, the above financial informat®otrue and correct.
U.S. Bank National Association

By: /s/ Katherine Esber
Vice Presiden

Date: March 13, 200

12/31/2007

$ 9,024,65!
39,255,67
4,047,60!
152,471,75
2,646,12i
11,878,61
13,435,07
$232,759,50

$138,532,65
13,357,45

0

441,99
42,507,17

0

7,697,46!
7,475,92.
$210,012,66

$ 1,546,26.
18,20
12,057,58
9,124,79.

$ 22,746,84

$232,759,50



