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If the only securities being registered on thisrfare being offered pursuant to dividend or intereisvestment plans, please check the
following box. [ ]
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If any of the securities being registered on thisf are to be offered on a delayed or continuogsshaursuant to Rule 415 under the
Securities Act of 1933, as amended (the "Secut), other than securities offered only in coatien with dividend or interest
reinvestment plans, check the following box. [X]

If this form is filed to register additional sedigs for an offering pursuant to Rule 462(b) unither Securities Act, please check the following
box and list the Securities Act registration staatmumber of the earlier effective registraticatestnent for the same offering. [ ]

If this form is a poseffective amendment filed pursuant to Rule 462(gjar the Securities Act, check the following boxl diet the Securitie
Act registration statement number of the earliéaive registration statement for the same offgr[n

If delivery of the prospectus is expected to be enguksuant to Rule 434, please check the followimg [X]
CALCULATION OF REGISTRATION FEE

Propos ed Maximum Amount of
Title of Each Class Being Registered(1) Aggrega te Offering Price(2) Registration Fee(3)
Highwoods Properties, Inc.
Common Stock, $.01 par value(4).......
Preferred Stock, $.01 par value.......

Depositary Shares(5).................. $728,891 ,005(6) $220,877(7)
Guarantees(8)......ccceeeveevennnnnns

Highwoods/Forsyth Limited Partnership
Non-convertible Debt Securities....... $280,000 ,000(9) $84,849(10)

(1) This registration statement also covers cotgré@t may be issued by the registrants underhwthie counterparty may be required to
purchase Debt Securities, Preferred Stock, Depgssares or Common Stock covered hereby.

(2) In U.S. Dollars or the equivalent thereof deimated in one or more foreign currencies or uniitss@ or more foreign currencies or
composite currencies (such as European Currendg)Jni

(3) Calculated pursuant to Rule 457(0) of the raled regulations under the Securities Act.

(4) Highwoods Properties, Inc. (the "Company") alsgisters hereunder an indeterminate number oéstked Common Stock that may be
issued upon conversion of Preferred Stock or DémgsEhares. No separate consideration will beiveddor Common Stock as may from
time to time be issued upon conversion of PrefeBtdk or Depositary Shares.

(5) To be represented by Depositary Receipts reptig) an interest in all or a specified portioraagfhare of Preferred Stock.
(6) Excludes $101,108,995 of securities previousfistered on Form S-3 File No. 333-3890 and caifiteward hereto.

(7) Excludes the registration fee of $34,865.17ictvlwas previously paid with respect to $101,108,80securities carried forward from
Registration Statement No. 333-3890.

(8) Debt Securities issued by Highwoods/Forsythitech Partnership may be accompanied by a Guarémtee issued by the Company. No
separate consideration will be received for anyr@utze.

(9) Excludes $140,000,000 of non-convertible delsusities previously registered on Form S-3 File 888-3890-01 and carried forward
hereto.

(10) Excludes the registration fee of $48,275.86ictv was previously paid with respect to $140,000,6f debt securities carried forward
from Registration Statement File No. 333-3890-01.

PURSUANT TO RULE 429 UNDER THE SECURITIES ACT, THEROSPECTUS INCLUDED IN THIS REGISTRATION STATEMENT
IS A COMBINED PROSPECTUS AND RELATES TO REGISTRAMNGSTATEMENT NOS. 333-3890 AND 333-3890-01 PREVIOUSL
FILED BY THE REGISTRANTS ON FORM S-3 AND DECLAREDHREECTIVE ON JUNE 20, 1996.

THE REGISTRANTS HEREBY AMEND THIS REGISTRATION STAMENT ON SUCH DATE OR DATES AS MAY BE
NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REISTRANTS SHALL FILE A FURTHER AMENDMENT WHICH
SPECIFICALLY STATES THAT THIS REGISTRATION STATEMEN SHALL THEREAFTER BECOME EFFECTIVE IN
ACCORDANCE WITH SECTION 8(A) OF THE SECURITIES AGDR UNTIL THE REGISTRATION STATEMENT SHALL BECOME
EFFECTIVE ON SUCH DATE AS THE COMMISSION, ACTING FRREUANT TO SAID SECTION 8(A), MAY DETERMINE



SUBJECT TO COMPLETION
PRELIMINARY PROSPECTUS DATED JULY 11, 1997

PROSPECTUS
$1,250,000,000
Highwoods Properties, Inc.
Common Stock, Preferred Stock and Depositary Shdigrsvoods/Forsyth Limited Partnership Debt Se@sit

Highwoods Properties, Inc. (the "Company") may friamme to time offer in one or more series (i) slsas&common stock, $.01 par value per
share ("Common Stock"), (ii) shares of preferrextist $.01 par value per share ("Preferred Stoeki), (iii) shares of Preferred Stock
represented by depositary shares (the "DepositaayeS"), with an aggregate public offering pricaipfto $830,000,000 (or its equivalent in
another currency based on the exchange rate #trtbef sale) in amounts, at prices and on ternigetdetermined at the time of offering.
Highwoods/Forsyth Limited Partnership (the "OperatPartnership”) may from time to time offer in @remore series unsecured non-
convertible debt securities ("Debt Securities"thvan aggregate public offering price of up to $8020,000 (or its equivalent in another
currency based on the exchange rate at the tirsal®f in amounts, at prices and on terms to berdeted at the time of offering. The
Common Stock, Preferred Stock, Depositary Shard$att Securities (collectively, the "Securitiesiqy be offered, separately or together,
in separate series in amounts, at prices and orster be set forth in one or more supplementsisoRtospectus (each a "Prospectus
Supplement"). If any Debt Securities issued by@perating Partnership are rated below investmeadegat the time of issuance, such Debt
Securities will be fully and unconditionally guateed by the Company as to payment of principaimium, if any, and interest (the
"Guarantees"). Debt Securities rated investmerdaggnaay also be accompanied by a Guarantee to teete@nd on the terms described he
and in the accompanying Prospectus SupplementCohgany conducts substantially all of its actiwttarough, and substantially all of its
assets are held by, directly or indirectly, the @firg Partnership. Consequently, the Company'satipg cash flow and its ability to service
its financial obligations, including the Guarantgesiependent upon the cash flow of, and distidmstor other payments from, the Operating
Partnership to the Company.

The specific terms of the Securities in respeastioith this Prospectus is being delivered will befegth in the applicable Prospectus
Supplement and will include, where applicableir(ijhe case of Common Stock, any initial publiceoifig price; (ii) in the case of Preferred
Stock, the specific title and stated value, anyddind, liquidation, redemption, conversion, votarg other rights, and any initial public
offering price;

(iii) in the case of Depositary Shares, the frawicshare of Preferred Stock represented by eathBepositary Share; and (iv) in the case of
Debt Securities, the specific title, aggregate @pal amount, currency, form (which may be registieor bearer, or certificated or global),
authorized denominations, maturity, rate (or mamfi@alculation thereof) and time of payment otnaist, terms for redemption at the option
of the Operating Partnership or repayment at thimopf the holder, terms for sinking fund paymemvenants, applicability of any
Guarantees and any initial public offering prigealddition, such specific terms may include liniitas on direct or beneficial ownership and
restrictions on transfer of the Securities, in ea&be as may be appropriate to preserve the siftiie Company as a real estate investment
trust ("REIT") for Federal income tax purposes.

The applicable Prospectus Supplement will alsoainribformation, where applicable, about certaintéth States Federal income tax
considerations relating to, and any listing oneusiées exchange of, the Securities covered b ®rospectus Supplement.

SEE "RISK FACTORS" BEGINNING ON PAGE 3 OF THIS PRRISCTUS FOR A DESCRIPTION OF CERTAIN FACTORS THAT
SHOULD BE CONSIDERED BY PURCHASERS OF THE SECURIBIE

The Securities may be offered directly, throughragjelesignated from time to time by the CompantherOperating Partnership, or to or
through underwriters or dealers. If any agentsnolenwriters are involved in the sale of any of 8eeurities, their names, and any applicable
purchase price, fee, commission or discount arraege between or among them, will be set forth, lirbve calculable from the information
set forth, in an accompanying Prospe



Supplement. See "Plan of Distribution.” No Secesitmay be sold without delivery of a Prospectuspfumpent describing the method and
terms of the offering of such series of Securities.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SEC URITIES
COMMISSION NOR HAS THE SECURITIES AND EXCHANGE
COMMISSION OR ANY STATE SECURITIES COMMISSION
PASSED UPON THE ACCURACY OR ADEQUACY OF
THIS PROSPECTUS. ANY REPRESENTATION
TO THE CONTRARY IS A CRIMINAL

OFFENSE.

The date of this Prospectus is July , 1997.
(The red herring language appears in the leftasidee page rotated 90 degrees.)

The information contained herein is subject to clatipn or amendment. A registration statement feenljiled with the Securities and
Exchange Commission. These securities may notldenso may offers to buy be accepted prior to theetthe registration statement becol
effective. This prospectus shall not constituteer to sell or the solicitation of an offer toyonor shall there be any sale of these securities

in any state in which such offer, solicitation,sate would be unlawful prior to registration or hfigation under the securities laws of any
such state.



AVAILABLE INFORMATION

The Company and the Operating Partnership are cubjéhe information requirements of the Secwsiixchange Act of 1934, as amended
(the "Exchange Act"), and in accordance therewith@ompany files reports, proxy statements and atfi@rmation with the Securities and
Exchange Commission (the "Commission") and the &tpey Partnership files reports with the Commiss®uch reports, proxy statements
and other information may be inspected and copitdrescribed rates, at the public reference fesliof the Commission at 450 Fifth Street,
N.W., Washington, D.C. 25049, Room 1024, and atbmmission's New York regional office at Seven Wdrade Center, New Yorl

New York 10048 and at the Commission's Chicagooregioffice at Citicorp Center, 500 W. Madison 8treChicago, lllinois 60661. Sut
information, when available, also may be accessemigh the Commission's electronic data gatheenglysis and retrieval system
("EDGAR") via electronic means, including the Corssion's home page on the Internet (http://www.s8g.dn addition, the Common Stc
of the Company and certain debt securities of ther@ing Partnership are listed on the New Yorkcstexchange ("NYSE"), and similar
information concerning the Company or the Operafaginership can be inspected and copied at tieesfdf the NYSE, 20 Broad Street,
New York, New York 1000&

The Company and the Operating Partnership haviith the Commission registration statements omF8-3 under the Securities Act of
1933, as amended (the "Securities Act"), with resfiethe Securities. This prospectus ("Prospeltugdiich constitutes a part of the
registration statements, does not contain all efitfiormation set forth in the registration statetseand in the exhibits and schedules thereto.
For further information with respect to the Compatimg Operating Partnership and the Securitiesreate is hereby made to such
registration statements, exhibits and schedules.r&pistration statements may be inspected wittloartge at, or copies obtained upon
payment of prescribed fees from, the Commissionisnegional offices at the locations listed ahodry statements contained herein
concerning a provision of any document are not seardy complete, and, in each instance, referengede to the copy of such document
filed as an exhibit to the registration statememtstherwise filed with the Commission. Each sutgtesnent is qualified in its entirety by such
reference.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The following documents filed by the Company or @gerating Partnership with the Commission purstaitte Exchange Act are
incorporated herein by reference and made a pegbhe

a. The Company's annual report on Form 10-K foiyther ended December 31, 1996;

b. The Operating Partnership's annual report omHdI-K for the year ended December 31, 1996;
c. The Company's quarterly report on Form 10-QGHerquarter ended March 31, 1997;

d. The Operating Partnership's quarterly repoff@am 10-Q for the quarter ended March 31, 1997;

e. The Company's current reports on Form 8-K, dagd 1, 1996 (as amended on June 3, 1996 and J8n£996), April 29, 1996 (as
amended on June 3, 1996 and June 18, 1996), Jaub997 (as amended on February 7, 1997 and Ma&xch997) and February 12, 1997,

f. The Operating Partnership's current reports amn8-K, dated January 9, 1997 (as amended on &gbyy 1997 and March 10, 1997) and
February 12, 1997; and

g. The description of the Common Stock of the Camygacluded in the Company's registration statenoanfform 8-A, dated May 16, 1994.

All documents filed by the Company or the Operatfagtnership with the Commission pursuant to Sestik8(a) and 13(c) of the Exchange
Act and any definitive proxy statements so filedsuant to Section 14 of the Exchange Act and apgrts filed pursuant to Section 15(d) of
the Exchange Act after the date of this Prospeataisprior to the termination of the offering of tBecurities to which this Prospectus relates
shall be deemed to be incorporated by referencetliis Prospectus and to be a part hereof fronddite of filing of such documents. Any
statement contained in a document incorporateefeyence herein shall be deemed to be modifiedmerseded for the purposes of this
Prospectus to the extent that a statement contaigesih or in any other subsequently filed docuntieat is incorporated by reference herein
modifies or supersedes such earlier statement.sfinly statements modified or superseded shall ndebmed, except as so modified or
superseded, to constitute a part of this Prospectus



Copies of any or all of the documents specificaiyorporated herein by reference (not includingekkibits to such documents, unless such
exhibits are specifically incorporated by refereimceuch documents) will be furnished without clearg each person to whom a copy of this
Prospectus is delivered upon written or oral refjuiRsquests should be made to: Highwoods Propghties Investor Relations, 3100
Smoketree Court, Suite 600, Raleigh, North Cardliné04.

THE COMPANY AND THE OPERATING PARTNERSHIP

The Company is a self-administered and self-managgcestate investment trust ("REIT") that begperations through a predecessor in
1978. At June 30, 1997, the Company owned a p@téfl361 inservice office and industrial properties (the "Rndies"), and 543 acres (a
had agreed to purchase an additional 369 acres)dH#veloped land suitable for future developmedre (Development Land"). In addition, as
of June 30, 1997, an additional 32 properties '([r@velopment Projects"), which will encompass apprately 2.6 million square feet, were
under development. The Properties consist of 2B8rian office properties and 138 industrial (inahgd74 service center) properties located
in 16 markets in North Carolina, Florida, Tenness&®orgia, Virginia, South Carolina and Alabama.oAgune 30, 1997, the Properties
consisted of approximately 21.6 million rentablea® feet, which were leased to approximately 2t6@8ants.

The Company conducts substantially all of its atifig through, and substantially all of its intéseis the Properties are held directly or
indirectly by, Highwoods/Forsyth Limited Partnersliiihe "Operating Partnership"). The Company issible general partner of the Operating
Partnership and as of June 30, 1997, owned appabtiyn84% of the common partnership interests'(@@mmon Units") in the Operating
Partnership. The remaining Common Units are ownelihfited partners (including certain officers aglidectors of the Company). Each
Common Unit may be redeemed by the holder themahk cash value of one share of Common Stocktdhe Company's option, one share
(subject to certain adjustments) of the Commonistadth each such exchange, the number of Commats Bwned by the Company and,
therefore, the Company's percentage interest iQgerating Partnership, will increase.

In addition to owning the Properties, the Develophierojects and the Development Land, the Compaowiges leasing, property
management, real estate development, construatibméscellaneous services for the Properties aksagdbr third parties. The Company
conducts its third-party fee-based services thrddigihwoods Services, Inc., a subsidiary of the @peg Partnership ("Highwoods
Services"), and through Highwoods/Tennessee Piiepghhc., a wholly owned subsidiary of the Company

The Company is a Maryland corporation that wasripoated in 1994. The Operating Partnership is @iN®@arolina limited partnership
formed in 1994. The Company's and the OperatingnBeship's executive offices are located at 3100Kk&tnee Court, Suite 600, Raleigh,
North Carolina 27604, and their telephone numb€18) 87:-4924. The Company maintains offices in each gbiitsrary markets.

RISK FACTORS
Prospective investors should carefully considemgrother factors, the matters described belowrbgfarchasing offered Securities.
Geographic Concentration

The Company's revenues and the value of its priegartay be affected by a number of factors, inclgdhe local economic climate (which
may be adversely impacted by business layoffs mnding, industry slowdowns, changing demographius other factors) and local real
estate conditions (such as oversupply of or reddesdand for office and other competing commerdiapprties). As of March 31, 1997, the
North Carolina Properties represented 45% of tmeialized rental revenue of the Properties, withelResh Triangle Properties alo

constituting 26%. The Company's performance anahitity to make distributions to stockholders ependent on the economic conditions in
its southeastern markets and in its North Caratimakets in particular. In addition, there can beassurance as to the continued growth of the
economy in these markets.



Conflicts of Interest in the Business of the Compan

Tax Consequences upon Sale or Refinancing of PiepeHolders of Common Units may suffer adversectansequences upon the sale or
refinancing of any of the Company's propertiesrafare, such holders, including certain of the Camyps officers and directors, and the
Company may have different objectives regardingaiygropriate pricing and timing of any sale ormaficing of such properties. Although
the Company, as the sole general partner of theaDpg Partnership, has the exclusive authoritioashether and on what terms to sell or
refinance an individual property, those memberhefCompany's management and board of directdareed€ompany who hold Common
Units may influence the Company not to sell orrrefice certain properties even though such sakfioancing might otherwise be financie
advantageous to the Company.

Policies with Respect to Conflicts of InterestseT@ompany has adopted certain policies relatirgpidlicts of interest. These policies incl

a bylaw provision requiring all transactions in athiexecutive officers or directors have a conftigtinterest to be approved by a majority of
the independent directors of the Company or a ritgjof the shares of capital stock held by disiegted stockholders. There can be no
assurance that the Company's policies will be sgfakin eliminating the influence of such conflicand if they are not successful, decisions
could be made that might fail to reflect fully timerests of all stockholders.

Limitations on Acquisition and Change in Control

Ownership Limit. The Company's Articles of Incoration prohibit ownership of more than 9.8% of thutstanding capital stock of the
Company by any person. Such restriction is likelyrave the effect of precluding acquisition of cohtf the Company by a third party
without consent of the board of directors evendhange in control were in the interest of stockics.

Required Consent of the Operating Partnership ifgmificant Corporate Action. The Company may nogage in certain change of control
transactions without the approval of the holdera ofajority of the outstanding Common Units. Shabkl Company ever own less than a
majority of the outstanding Common Units, this ngtrequirement might limit the possibility for aoqaisition or change in the control of the
Company. As of June 30, 1997, the Company ownetbappately 84% of the Common Units.

Staggered Board. The board of directors of the Gamphas three classes of directors, the terms whwhill expire in 1998, 1999 and 2000.
Directors for each class will be chosen for a thyear term. The staggered terms for directors nff@gtathe stockholders' ability to change
control of the Company even if a change in contrete in the stockholders' interest.

Adverse Impact on Distributions of Failure to Qualfy as a REIT

The Company and the Operating Partnership inteiogéoate in a manner so as to permit the Compargntain qualified as a REIT under
the Internal Revenue Code of 1986, as amended@bae"). Although the Company believes that it witlerate in such a manner, no
assurance can be given that the Company will reopaatified as a REIT. If in any taxable year then@any were to fail to qualify as a RE
the Company would not be allowed a deduction fstritiutions to stockholders in computing taxableome and would be subject to Federal
income tax (including any applicable alternativenimium tax) on its taxable income at regular corporates.

Real Estate Investment Risks

General Risks. Real property investments are stutgje@rying degrees of risk. The yields availdipten equity investments in real estate
depend in large part on the amount of income geée@i@nd expenses incurred. If the Company's priegetb not generate revenues sufficient
to meet operating expenses, including debt sertecent improvements, leasing commissions and ctiq@tal expenditures, the Company's
ability to make distributions to its stockholderslahe Operating Partnership's ability to make payisiof interest and principal on any Debt
Securities may be adversely affected.



The Company's revenues and the value of its priegariay be adversely affected by a number of factocluding the national economic
climate; the local economic climate; local reahésiconditions; the perceptions of prospectivertenaf the attractiveness of each property;
the ability of the Company to provide adequate rganzent, maintenance and insurance; and increasedtimy costs (including real estate
taxes and utilities). In addition, real estate ealand income from properties are also affecteslioi factors as applicable laws, including tax
laws, interest rate levels and the availabilitfioéncing.

Competition. Numerous office and industrial projgricompete with the Company's properties in dttrgdéenants to lease space. Some of
these competing properties are newer or bettetdddhan some of the Company's properties. Sigmfidevelopment of office or industrial
properties in a particular area could have a nadteffect on the Company's ability to lease spadtsiproperties and on the rents charged.

Bankruptcy and Financial Condition of Tenants. Ay ime, a tenant of the Company's properties neak she protection of the bankruptcy
laws, which could result in the rejection and teration of such tenant's lease and thereby causguation in the cash flow available for
distribution by the Company. Although the Compaag hot experienced material losses from tenantroptdies, no assurance can be given
that tenants will not file for bankruptcy protectio the future or, if any tenants file, that theyl affirm their leases and continue to make
rental payments in a timely manner. In additiotereant from time to time may experience a downimiits business, which may weaken its
financial condition and result in the failure to keaental payments when due. If tenant leasesaraffirmed following bankruptcy or if a
tenant's financial condition weakens, the Compangsme may be adversely affected.

Renewal of Leases and Reletting of Space. The Coynpil be subject to the risks that upon expirataf leases for space located in its
properties, the leases may not be renewed, the spag not be relet or the terms of renewal or tialg(including the cost of required
renovations) may be less favorable than curreseléarms. If the Company were unable to promptbt i@ renew the leases for all or a
substantial portion of this space or if the renééds upon such renewal or reletting were signifigdower than expected rates, then the
Company's cash flow and ability to make expectsttidutions to stockholders may be adversely adfect

llliquidity of Real Estate. Equity real estate istments are relatively illiquid. Such illiquidityilvtend to limit the ability of the Company to
vary its portfolio promptly in response to changesconomic or other conditions. In addition, thed€ limits the Company's ability to sell
properties held for fewer than four years, whictyratiect the Company's ability to sell propertiathaut adversely affecting its financial
performance.

Changes in Laws. Because increases in incomecsepvitransfer taxes are generally not passeddhrtuutenants under leases, such
increases may adversely affect the Company's tashahd its ability to make distributions to stockdhers. The Company's properties are
also subject to various Federal, state and locpllatory requirements, such as requirements oAthericans with Disabilities Act and state
and local fire and life safety requirements. Failto comply with these requirements could resutbhéimposition of fines by governmental
authorities or awards of damages to private litigafihe Company believes that the Properties compyl material respects with such
regulatory requirements. However, there can bessarance that these requirements will not be clthag#hat new requirements will not be
imposed which would require significant unanticgzhexpenditures by the Company and could have ersel effect on the Company's cash
flow and expected distributions.

Risk of Development, Construction and Acquisition Ativities

The Company intends to continue development andtnaction of office and industrial properties, iding development on the Developmr
Land and the completion of the Development ProjdRisks associated with the Company's developnmehtanstruction activities, includir
activities relating to the Development Land andBeselopment Projects, may include: abandonmedewélopment opportunities;
construction costs of a property exceeding origéstimates, possibly making the property uneconalniccupancy rates and rents at a ne
completed property may not be sufficient to maleegtoperty profitable; financing may not be avdiadn favorable terms for development
of a property; and construction and lease-up maypea@ompleted on schedule, resulting in increasdd service expense and construction
costs. In addition, new development activitiesardtess of whether or not they are ultimately sesfté, typically require a substantial port
of management's time and attention. Developmentites are also subject to risks
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relating to the inability to obtain, or delays ibtaining, all necessary zoning, land-use, buildoagupancy, and other required governmental
permits and authorizations.

The Company intends to continue to acquire office imdustrial properties. Acquisitions of officechimdustrial properties entail risks that
investments will fail to perform in accordance witkpectations. Estimates of the costs of improvesienbring an acquired property up to
standards established for the market position dedrfor that property may prove inaccurate. In @oidj there are general investment risks
associated with any new real estate investment.

Financing Risks

Debt Financing. The Company and the Operating Besfip are subject to the risks associated with filgdncing, including the risk that the
cash provided by operating activities will be irfiént to meet required payments of principal amérest, the risk of rising interest rates on
floating rate debt, the risk that the Company dred@perating Partnership will not be able to premarefinance existing indebtedness (which
generally will not have been fully amortized at aréy) or that the terms of such refinancing wilittbe as favorable as the terms of existing
indebtedness. If refinancing of such indebtednesfdmot be secured on acceptable terms, the Corgradior the Operating Partnership
might be forced to dispose of properties upon digathgeous terms, which might result in lossesraigtht adversely affect the cash flow
available for distribution to equity holders or giebrvice. An inability to secure refinancing coaldo cause the Company to issue equity
securities when its valuation is low, which couttversely affect the market price of such securifiesddition, if a property or properties are
mortgaged to secure payment of indebtedness artidimpany is unable to meet mortgage payments, tirigage securing the property
could be foreclosed upon by, or the property ctngltherwise transferred to, the mortgagee witbresequent loss of income and asset value
to the Company.

Risk of Rising Interest Rates. The Company andXperating Partnership have incurred and expettdritture to incur floating rate
indebtedness in connection with the acquisition @eelopment of properties, as well as for otheppses. Also, additional indebtedness
the Company and the Operating Partnership incuewiha existing revolving credit facility bearsangst at a floating rate. Accordingly,
increases in interest rates would increase intestt (to the extent that the related indebtedwasaot protected by interest rate protection
arrangements).

Possible Environmental Liabilities

Under various Federal, state and local laws, ordiea and regulations, such as the ComprehensivieoBmental Response Compensation
and Liability Act or "CERCLA," and common laws, awner or operator of real estate is liable forahsts of removal or remediation of
certain hazardous or toxic substances on or in pumberty as well as certain other costs, includjogernmental fines and injuries to persons
and property. Such laws often impose such liabililyhout regard to whether the owner or operat@vkiof, or was responsible for, the
presence of such hazardous or toxic substancegrébence of such substances, or the failure ted&te such substances properly, may
adversely affect the owner's or operator's ahititgell or rent such property or to borrow usingtsproperty as collateral. Persons who
arrange for the disposal or treatment of hazardotsxic substances may also be liable for thescoktemoval or remediation of such
substances at a disposal or treatment facility tidreor not such facility is owned or operated bgtsperson. Certain environmental laws
impose liability for release of asbestos-contaimmaterials ("ACM"), and third parties may seek nery from owners or operators of real
property for personal injuries associated with AGMhumber of the Properties contain ACM or matettiat is presumed to be ACM. In
connection with the ownership and operation opitsperties, the Company may be liable for suchscdstaddition, it is not unusual for
property owners to encounter on-site contaminatemursed by ofbite sources, and the presence of hazardous ardokstances at a site in
vicinity of a property could require the propertyrer to participate in remediation activities inteén cases or could have an adverse affect
on the value of such property.

As of the date hereof, substantially all of thegemies have been subjected to a Phase | envirdairessessment or assessment update.
assessments have not revealed, nor is managemiet @dmpany aware of, any environmental liabifitatt it believes would have a material
adverse effect on the Company's financial positigerations or liquidity taken as a whole. Thisjgction, however, could prove to be
incorrect depending on certain factors. For exapmthke Company's assessments may not reveal alommvéntal liabilities, or may
underestimate the scope and severity of envirormheanhditions observed, with the result that theeyy be material environmental liabilities
of which



the Company is unaware, or material environmeighllities may have arisen after the assessments performed of which the Company is
unaware. In addition, assumptions regarding groateliflow and the existence and source of contaimimare based on available sampling
data, and there are no assurances that the datelde in all cases. Moreover, there can be sorasce that

(i) future laws, ordinances or regulations will mmpose any material environmental liability o) (lie current environmental condition of the
Properties will not be affected by tenants, bydbedition of land or operations in the vicinitytbie Properties, or by third parties unrelated to
the Company.

Some tenants use or generate hazardous substarntbesordinary course of their respective businesBeese tenants are required under their
leases to comply with all applicable laws and asponsible to the Company for any damages resutmg the tenants' use of the property.
The Company is not aware of any material envirortadggroblems resulting from tenants' use or gef@raif hazardous substances. There
are no assurances that all tenants will comply thighterms of their leases or remain solvent aatlttte Company may not at some point be
responsible for contamination caused by such tenant

USE OF PROCEEDS

Unless otherwise specified in the applicable ProggeSupplement, the Company and the Operatingétattip intend to use the net proce
from the sale of Securities for general corporatppses, including the development and acquisdfeadditional properties and other
acquisition transactions, the payment of certaistanding debt, and improvements to certain pragseim the Company's portfolio. The
Company is required, by the terms of the partnpraggreement of the Operating Partnership (the "&jy Partnership Agreement"), to
invest the net proceeds of any sale of Common Stakerred Stock or Depositary Shares in the Qipgr&artnership in exchange for
additional partnership interests.

RATIOS OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS

The ratios of earnings to fixed charges for the Gany for the three months ended March 31, 1997 @nithe year ended December 31, 1996
were 2.49x and 2.53x, respectively. The ratiosaohimgs to fixed charges for the Operating Partriprfor the three months ended March 31,
1997 and for the year ended December 31, 1996 2vébx and 2.55x, respectively. The ratios of eaysito fixed charges for both the
Company and the Operating Partnership for the yeaded December 31, 1995, 1994, 1993 and 19923@0&, 2.42x, 0.97x and 0.95x,
respectively. Earnings were inadequate to coverdfisharges by $171,000 and $239,000 for the yealedeDecember 31, 1993, and 1992,
respectively. These deficiencies occurred pricgheoCompany's initial public offering (the "IPO") Gommon Stock in June 1994. Prior to
completion of the IPO, the Company's predecesker"flighwoods Group") operated in a manner as tomize taxable income to the
owners. As a result, although its properties haareegated positive net cash flow, the Highwoods @iead net losses for the years ended
December 31, 1992 and 1993. The IPO allowed thepaosto significantly deleverage its properties angrove its ratio of earnings to

fixed charges.

On February 12, 1997, the Company issued 125,@)8% Series A Cumulative Redeemable Preferred St{tire "Series A Preferred
Shares"), which was its first and, to date, onbuance of preferred stock. See "Description ofeéSehi Preferred Shares." For the three mc
ended March 31, 1997, the ratio of earnings to doetbfixed charges and preferred stock dividends 2va4x for the Company and 2.21x
the Operating Partnership.

The ratio of earnings to combined fixed chargespaferred stock dividends is computed as incomm foperations before extraordinary
items plus fixed charges (excluding capitalizeeiiest) divided by fixed charges and preferred stiiekiends. Fixed charges and preferred
stock dividends consist of interest costs, inclgdimortization and debt discount and deferred fimanfees, whether capitalized or expen
the interest component of rental expense, plugdangiends on outstanding preferred stock.
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DESCRIPTION OF DEBT SECURITIES

Unless otherwise specified in the applicable ProsmeSupplement, the Debt Securities will be issweder an indenture dated as of
December 1, 1996 (the "Indenture"), between ther@jpg Partnership, the Company and First Unioridvial Bank, as trustee (together with
any other trustees appointed in a supplementahinde with respect to a particular series, the 8f@e"). The Indenture has been filed as an
exhibit to the registration statements of whicls tArospectus is a part and is available for ingpeeit the corporate trust office of the Trustee
or as described above under "Available Informatidine Indenture is subject to, and governed by Tiust Indenture Act of 1939, as
amended (the "TIA"). The statements made hereurdging to the Indenture and the Debt Securitese issued thereunder are summaries
of certain provisions thereof and do not purpoféoccomplete and are subject to, and are qualifigigeir entirety by reference to, all
provisions of the Indenture and such Debt Secsrid section references appearing herein are¢tians of the Indenture, and capitalized
terms used but not defined herein shall have thgeive meanings set forth in the Indenture.

General

The Debt Securities will be direct, unsecured dilans of the Operating Partnership and will raguadly with all other unsecured and
unsubordinated indebtedness of the Operating Rahipe At June 30, 1997, the total outstanding @élthe Operating Partnership was $6:
million, $363.0 million of which was secured debhe Debt Securities may be issued without limitcaaggregate principal amount, in one or
more series, in each case as established fromtditi@e in or pursuant to authority granted by sotation of the board of directors of the
Company as sole general partner of the Operatingétahip or as established in one or more indestsupplemental to the Indenture. All
Debt Securities of one series need not be issutha &ame time and, unless otherwise providediiessmay be reopened, without the consent
of the holders of the Debt Securities of such sef@ issuances of additional Debt Securitiesughsseries (Section 301).

If any Debt Securities are rated below investmeatlg at the time of issuance, such Debt Securitiébe fully and unconditionally
guaranteed by the Company as to payment of prih@pamium, if any, and interest.

The Indenture provides that there may be more dmanTrustee thereunder, each with respect to on®oe series of Debt Securities. Any
Trustee under the Indenture may resign or be rethosth respect to one or more series of Debt Stéegyiand a successor Trustee may be
appointed to act with respect to such series (8@@08). In the event that two or more personsatiag as Trustee with respect to different
series of Debt Securities, each such Trustee Bhalltrustee of a trust under the Indenture separat apart from the trust administered by
any other Trustee (Section 609), and, except awibe indicated herein, any action described hdrebe taken by a Trustee may be taken
by each such Trustee with respect to, and only keispect to, the one or more series of Debt Seesifibr which it is Trustee under the
Indenture.

Reference is made to the Prospectus Supplemetihgeta the series of Debt Securities being offdm¥dhe specific terms thereof, including:
(1) the title of such Debt Securities;
(2) the aggregate principal amount of such Debues and any limit on such aggregate principabant;

(3) the percentage of the principal amount at wisisth Debt Securities will be issued and, if othan the principal amount thereof, the
portion of the principal amount thereof payableugdeclaration of acceleration of the maturity tloére

(4) the date or dates, or the method for deterrgisirch date or dates, on which the principal ohddebt Securities will be payable;

(5) the rate or rates (which may be fixed or vdaglor the method by which such rate or rates| fleatletermined, at which such Debt
Securities will bear interest, if any;

(6) the date or dates, or the method for deterrgisirch date or dates, from which any interestadgdirue, the dates on which any such int
will be payable, the record dates for such intepagiment dates, or the method by which any suah steall be determined, the person to
whom such interest shall be payable, and the bigsis which interest shall be calculated if othentthat of a 360-day year of twelve 30-day
months;

(7) the place or places where the principal of (aremium, if any) and interest, if any, on such D@bcurities will be payable, such Debt
Securities may be surrendered for registratiomaofsfer or



exchange and notices or demands to or upon thea@meePartnership in respect of such Debt Secaréie the Indenture may be served,;

(8) the period or periods within which, the prigepoices at which and the terms and conditions upbich such Debt Securities may be
redeemed, as a whole or in part, at the optioh@fperating Partnership, if the Operating Partrigiis to have such an option;

(9) the obligation, if any, of the Operating Partiép to redeem, repay or purchase such Debt Siesupursuant to any sinking fund or
analogous provision or at the option of a holderdbf, and the period or periods within which, piiee or prices at which and the terms and
conditions upon which such Debt Securities wilFbdeemed, repaid or purchased, as a whole or inqaasuant to such obligation;

(10) if other than U.S. dollars, the currency amrencies in which such Debt Securities are denotathand payable, which may be a foreign
currency or units of two or more foreign currenaes composite currency or currencies, and thragemd conditions relating thereto;

(11) whether the amount of payments of principalasfd premium, if any) or interest, if any, on sibt Securities may be determined with
reference to an index, formula or other method ¢Wwlindex, formula or method may, but need not laseld on a currency, currencies,
currency unit or units or composite currency orrencies) and the manner in which such amounts baalketermined:;

(12) the events of default or covenants of sucht[Selourities, to the extent different from or irdain to those described herein;
(13) whether such Debt Securities will be issueddrtificated and/or book-entry form;

(14) whether such Debt Securities will be in regyistl or bearer form and, if in registered form,dbaominations thereof if other than $1,000
and any integral multiple thereof and, if in bedmm, the denominations thereof if other than $8,and terms and conditions relating
thereto;

(15) with respect to any series of Debt Securitied below investment grade at the time of isseiatie Guarantees (the "Guaranteed
Securities");

(16) if the defeasance and covenant defeasancésimoy described herein are to be inapplicablengrmaodification of such provisions;

(17) whether and under what circumstances the @pgrRartnership will pay additional amounts onlsDebt Securities in respect of any
tax, assessment or governmental charge and,Wtsether the Operating Partnership will have théoopto redeem such Debt Securities in
lieu of making such payment;

(18) with respect to any Debt Securities that ptevfior optional redemption or prepayment upon t®iaence of certain events (such as a
change of control of the Operating Partnership),

(i) the possible effects of such provisions onrtiaket price of the Operating Partnership's oiGbmpany's securities or in deterring certain
mergers, tender offers or other takeover attenapid the intention of the Operating Partnershipoimmly with the requirements of Regulation
14E under the Exchange Act and any other applicedaterities laws in connection with such provisidiiswhether the occurrence of the
specified events may give rise to cross-defaultstber indebtedness such that payment on such$s=hirities may be effectively
subordinated; and (iii) the existence of any liidta on the Operating Partnership's financial galeability to repurchase such Debt Secur
upon the occurrence of such an event (includingué, the lack of assurance that such a repurdsasée effected) and the impact, if any,
under the Indenture of such a failure, includingethler and under what circumstances such a failagegonstitute an Event of Default;

(19) if other than the Trustee, the identify ofteaecurity registrar and/or paying agent; and
(20) any other terms of such Debt Securities.

The Debt Securities may provide for less than titeeeprincipal amount thereof to be payable upedaration of acceleration of the matui
thereof ("Original Issue Discount Securities")material or applicable, special U.S. Federal inctaix¢ accounting and other considerations
applicable to Original Issue Discount Securitie lag described in the applicable Prospectus Suipgte.

Except as described under "-- Merger, ConsolidatioSale" and "-- Certain Covenants" or as mayabdosth in any Prospectus Supplement,
the Indenture does not contain any other provisibaswould limit the ability of the Operating Patship to incur indebtedness or that wc
afford holders of the Debt Securities protectiothi@ event of (i) a highly leveraged or similamsaction involving the Operating Partnership,
the management of the Operating
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Partnership or the Company, or any affiliate of angh party, (ii) a change of control, or (iii)eorganization, restructuring, merger or similar
transaction involving the Operating PartnershipherCompany. In addition, subject to the limitatiaet forth under "-- Merger,
Consolidation or Sale," the Operating Partnershifhe Company may, in the future, enter into carteansactions, such as the sale of all or
substantially all of its assets or the merger orsotidation of the Operating Partnership or the @any, that would increase the amount of
Operating Partnership's indebtedness or substigniguce or eliminate the Operating Partnerstap&ets, which may have an adverse effect
on the Operating Partnership's ability to servisendebtedness, including the Debt Securitiesddition, restrictions on ownership and
transfers of the Company's Common Stock and Pesfe3tock which are designed to preserve its ste@sREIT may act to prevent or hin

a change of control. See "Description of Commorciste Certain Provisions Affecting Change of Colitand "Description of Preferred
Stock -- Restrictions on Ownership." Reference éslento the applicable Prospectus Supplement forrivdtion with respect to any deletions
from, modifications of or additions to the eventslefault or covenants that are described belogluding any addition of a covenant or other
provision providing event risk or similar protectio

Reference is made to " -- Certain Covenants" belod/to the description of any additional covenavitls respect to a series of Debt
Securities in the applicable Prospectus Suppleniawmept as otherwise described in the applicabbsgaictus Supplement, compliance with
such covenants generally may not be waived witheesto a series of Debt Securities by the boawirettors of the Company as sole
general partner of the Operating Partnership ahbyTrustee unless the Holders of at least majoripyrincipal amount of all outstanding
Debt Securities of such series consent to suchemadxcept to the extent that the defeasance arehaat defeasance provisions of the
Indenture described under " -- Discharge, Defeasand Covenant Defeasance" below apply to sucbssefiDebt Securities. See " --
Modification of the Indenture."

Guarantees

The Company will fully, unconditionally and irrevaloly guarantee the due and punctual payment ofipah premium, if any, and interest
any Debt Securities rated below investment gradieeatime of issuance by the Operating Partnersingd,the due and punctual payment of
any sinking fund payments thereon, when and asahe shall become due and payable, whether atwaitpatate, by declaration of
acceleration, call for redemption or otherwiseadidition, Debt Securities rated investment gradg atso be accompanied by a Guarantee to
the extent and on the terms described in the adgBdProspectus Supplement.

Denominations, Interest, Registration and Transfer

Unless otherwise described in the applicable PaispeSupplement, the Debt Securities of any serfesh are registered securities, other
than registered securities issued in global fori¢tv may be of any denomination), shall be issuabtienominations of $1,000 and any
integral multiple thereof and the Debt Securitidsoh are bearer securities, other than bearer isiesussued in global form (which may be
any denomination), shall be issuable in denominatif $5,000 (Section 302).

Unless otherwise specified in the applicable ProsmeSupplement, the principal of (and premiunani) and interest on any series of Debt
Securities will be payable at the corporate triit® of the Trustee, provided that, at the optidrthe Operating Partnership, payment of
interest may be made by check mailed to the addfetbe Person entitled thereto as it appearsarafiplicable Security Register or by wire
transfer of funds to such Person at an accounttaiaad within the United States (Sections 301, &0d 1002).

Any interest not punctually paid or duly providext bn any Interest Payment Date with respect tebt Becurity ("Defaulted Interest") will
forthwith cease to be payable to the Holder oragiyglicable Regular Record Date and may either btpahe Person in whose name such
Debt Security is registered at the close of busimesa special record date (the "Special Record"Dir the payment of such Defaulted
Interest to be fixed by the Trustee, notice whesdwidll be given to the Holder of such Debt Securdyless than 10 days prior to such Special
Record Date, or may be paid at any time in anyrddweful manner, all as more completely describrethie Indenture.

Subject to certain limitations imposed upon Deltusities issued in book-entry form, the Debt Sdaasiof any series will be exchangeable
for other Debt Securities of the same series arallie aggregate principal amount and tenor
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of different authorized denominations upon surrerdeuch Debt Securities at the corporate trufit®bf the Trustee referred to above. In
addition, subject to certain limitations imposeadunebt Securities issued in book-entry form, tieCSecurities of any series may be
surrendered for registration of transfer theredhatcorporate trust office of the Trustee refetedbove. Every Debt Security surrenderec
registration of transfer or exchange shall be @uglorsed or accompanied by a written instrumetraokfer. No service charge will be made
for any registration of transfer or exchange of Bept Securities, but the Trustee or the Operdiagnership may require payment of a sum
sufficient to cover any tax or other governmentarge payable in connection therewith (Section 3@%)e applicable Prospectus
Supplement refers to any transfer agent (in additicthe Trustee) initially designated by the OfiecaPartnership with respect to any series
of Debt Securities, the Operating Partnership niang time rescind the designation of any suchsfiearagent or approve a change in the
location through which any such transfer agent, @atsept that Operating Partnership will be requteemaintain a transfer agent in each
place of payment for such series. The OperatingnBeship may at any time designate additional fearemgents with respect to any series of
Debt Securities (Section 1002).

Neither the Operating Partnership nor the Trudtedl be required (i) to issue, register the tranefeor exchange any Debt Security if st
Debt Security may be among those selected for rptilemduring a period beginning at the openingudibess 15 days before selection of
Debt Securities to be redeemed and ending at tfse df business on the day of such selection, or

(i) to register the transfer of or exchange angiRered Security so selected for redemption inlevbo in part, except, in the case of any
Registered Security to be redeemed in part, thiéomathereof not to be redeemed, or

(iii) to exchange any Bearer Security so seleatedddemption except that such a Bearer Securitylmeaxchanged for a Registered Sect
of that series and like tenor, provided that sueggiered Security shall be simultaneously surmertifor redemption, or (iv) to issue, regis
the transfer of or exchange any Security whichldesen surrendered for repayment at the option offhider, except the portion, if any, of
such Debt Security not to be so repaid (Section).305

Merger, Consolidation or Sale

The Operating Partnership or the Company may catedelwith, or sell, lease or convey all or subt#dly all of its assets to, or merge with
or into, any other entity, provided that (a) thee@ing Partnership or the Company, as the casebmaghall be the continuing entity, or the
successor entity (if other than the Operating Rastnip or the Company, as the case may be) formed kesulting from any such
consolidation or merger or which shall have recgithe transfer of such assets shall expressly asgayment of the principal of (and
premium, if any) and interest on all the Debt Siimsand the due and punctual performance andradnsee of all of the covenants and
conditions contained in the Indenture; (b) immesliaafter giving effect to such transaction, no Evef Default under the Indenture, and no
event which, after notice or the lapse of timebath, would become such an Event of Default, deale occurred and be continuing; and (c)
an officer's certificate and legal opinion coversugh conditions shall be delivered to the TrugBstions 801 and 803).

Certain Covenants

Limitations on Incurrence of Debt. The OperatingtRership will not, and will not permit any Subsdy to, incur any Debt (as defined
below), other than intercompany debt (represeribiagt to which the only parties are the Company Qperating Partnership and any of their
Subsidiaries (but only so long as such Debt is beldly by any of the Company, the Operating Pastrip and any Subsidiary) that is
subordinate in right of payment to the Debt Semgjtif, immediately after giving effect to the imcence of such additional Debt, the
aggregate principal amount of all outstanding Dx¥flihe Operating Partnership and its Subsidianea oonsolidated basis determined in
accordance with generally accepted accounting ipleis greater than 60% of the sum of (i) the 1@fieg Partnership's Total Assets (as
defined below) as of the end of the calendar quadeered in the Operating Partnership's annuartem Form 10-K or quarterly report on
Form 10-Q, as the case may be, most recentlyfiifuthe Commission (or, if such filing is not pdtred under the Exchange Act, with the
Trustee) prior to the incurrence of such additidbebt and (ii) the increase in Total Assets froménd of such quarter including, without
limitation, any increase in Total Assets resultirgm the incurrence of such additional Debt (suarease together with the Operating
Partnership's Total Assets shall be referred thesAdjusted Total Assets") (Section 1011).

In addition to the foregoing limitations on the imence of Debt, the Operating Partnership will mod will not permit any Subsidiary to,
incur any Debt secured by any mortgage, lien, adhgstpdge, encumbrance or security interest
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of any kind upon any of the property of the OpemtPartnership, or any Subsidiary ("Secured Detbtgther owned at the date of the
Indenture or thereafter acquired, if, immediatdtgragiving effect to the incurrence of such aduifil Secured Debt, the aggregate principal
amount of all outstanding Secured Debt of the CpegdPartnership and its Subsidiaries on a conatdil basis is greater than 40% of the
Operating Partnership's Adjusted Total Assets (S&@dt011).

In addition to the foregoing limitations on the imence of Debt, the Operating Partnership will mod will not permit any Subsidiary to,
incur any Debt if the ratio of Consolidated Incofeailable for Debt Service to the Annual Servicea@e (in each case as defined below
the four consecutive fiscal quarters most recesiyed prior to the date on which such additiondtieto be incurred shall have been less
than 1.5 to 1.0 on a pro forma basis after giviffigot to the incurrence of such Debt and to thdiagfion of the proceeds therefrom, and
calculated on the assumption that (i) such Debtaarydother Debt incurred by the Operating Partriprshits Subsidiaries since the first day
of such four-quarter period and the applicatiothef proceeds therefrom, including to refinance obebt, had occurred at the beginning of
such period, (ii) the repayment or retirement of ather Debt by the Operating Partnership or itss&liaries since the first day of such four-
quarter period had been incurred, repaid or retitetie beginning of such period (except that, akimg such computation, the amount of
Debt under any revolving credit facility shall bengputed based upon the average daily balance bf3ebt during such period), (iii) the
income earned on any increase in Adjusted Tota¢#ssince the end of such four-quarter period leghlearned, on an annualized basis,
during such period, and (iv) in the case of anyu@ition or disposition by the Operating Partngpstii any Subsidiary of any asset or grou
assets since the first day of such four-quarteogdemcluding, without limitation, by merger, stopurchase or sale, or asset purchase or sale
such acquisition or disposition or any related yepant of Debt had occurred as of the first dayuathsperiod with the appropriate
adjustments with respect to such acquisition guatgion being included in such pro forma calcaat{Section 1011).

For purposes of the foregoing provisions regardimglimitation on the incurrence of Debt, Debt $bal deemed to be "incurred" by the
Operating Partnership and its Subsidiaries on aa@ated basis whenever the Operating Partneestdpts Subsidiaries on a consolidated
basis shall create, assume, guarantee or othelp@tsene liable in respect thereof.

Maintenance of Total Unencumbered Assets. The @ipgrRartnership is required to maintain Total Unenbered Assets of not less than
200% of the aggregate outstanding principal amotiatl outstanding Unsecured Debt (Section 1012).

Existence. Except as permitted under "-- Mergengotidation or Sale," the Operating PartnershiptaedCompany are required to do or
cause to be done all things necessary to presad/keeep in full force and effect their existendghts and franchises; provided, however, that
the Operating Partnership or the Company shalbaagequired to preserve any right or franchisedetermines that the preservation thereof
is no longer desirable in the conduct of its busénend that the loss thereof is not disadvantagecusy material respect to the Holders of the
Debt Securities (Section 1007).

Maintenance of Properties. The Operating Partngiishiequired to cause all of its material prosrtised or useful in the conduct of its
business or the business of any Subsidiary to betaiaed and kept in good condition, repair andkiray order and supplied with all
necessary equipment and to cause to be made alisey repairs, renewals, replacements, betterrapdtsnprovements thereof, all as in
judgment of the Operating Partnership may be nacgs® that the business carried on in connechieretvith may be properly ai
advantageously conducted at all times; providedigver, that the Operating Partnership and its Slidrsés shall not be prevented from
selling or otherwise disposing for value their exsjve properties in the ordinary course of busir(&ection 1005).

Insurance. The Operating Partnership is requiredrtd is required to cause each of its Subsiditoidseep all of its insurable properties
insured against loss or damage at least equagtottten full insurable value with financially saliand reputable insurance companies
(Section 1006).

Payment of Taxes and Other Claims. Each of the &ipgr Partnership and the Company is required yoopaischarge or cause to be paid or
discharged, before the same shall become deling(ieall taxes, assessments and governmental ebdegied or imposed upon it or any
Subsidiary or upon its income, profits or propetythat of any
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Subsidiary, and (ii) all lawful claims for labor aterials and supplies which, if unpaid, might by lsecome a lien upon the property of the
Operating Partnership, the Company, or any Subyidimovided, however, that the Operating Partriprahd the Company shall not be
required to pay or discharge or cause to be paitischarged any such tax, assessment, chargeimrwlgose amount, applicability or valid
is being contested in good faith by appropriategedings (Section 1013).

Provision of Financial Information. The Holderszébt Securities will be provided with copies of tienual reports and quarterly reports of
the Operating Partnership. Whether or not the Qipgr&@artnership is subject to

Section 13 or 15(d) of the Exchange Act and folosig as any Debt Securities are outstanding, ther&@img Partnership will, to the extent
permitted under the Exchange Act, be requiredi¢odith the Commission the annual reports, quartesports and other documents that the
Operating Partnership would have been requiredeavith the Commission pursuant to such SectiomilB5(d) (the "Financial Statements")
if the Operating Partnership were so subject, slaatuments to be filed with the Commission on oomptd the respective dates (the "Required
Filing Dates") by which the Operating Partnershipuwd have been required so to file such documénlte iOperating Partnership were so
subject. The Operating Partnership will also in aagnt (x) within 15 days of each Required Filingt®(i) transmit by mail to all Holders of
Debt Securities, as their names and addressesrapgha Security Register, without cost to suchdées, copies of the annual reports and
quarterly reports which the Operating Partnerstopiel have been required to file with the Commisgiarsuant to

Section 13 or 15(d) of the Exchange Act if the @Ggiag Partnership were subject to such Sectiongigrfde with the Trustee copies of the
annual reports, quarterly reports and other doctsritbat the Operating Partnership would have beguired to file with the Commission
pursuant to Section 13 or 15(d) of the ExchangeifAbe Operating Partnership were subject to ssettions and (y) if filing such documel
by the Operating Partnership with the Commissiamispermitted under the Exchange Act, promptlyrupwitten request and payment of the
reasonable cost of duplication and delivery, sugplyies of such documents to any prospective Hgslection 1014).

As used herein and in the Prospectus Supplement:
"Annual Service Charge" as of any date means thmuatwhich is expensed in any 12-month periodriteriest on Debt (as defined below).

"Consolidated Income Available for Debt Servicet' émy period means Consolidated Net Income (aseefoelow) of the Operating
Partnership and its Subsidiaries (i) plus amouttielivhave been deducted for (a) interest on Deltit@Dperating Partnership and its
Subsidiaries, (b) provision for taxes of the OpagaPartnership and its Subsidiaries based on ie¢cdo) amortization of debt discount, (d)
depreciation and amortization, (e) the effect of aancash charge resulting from a change in acaayptinciples in determining
Consolidated Net Income for such period, (f) anzation of deferred charges,

(9) provisions for or realized losses on properdied (h) charges for early extinguishment of delok @) less amounts that have been inclt
for gains on properties.

"Consolidated Net Income" for any period meansam®@unt of consolidated net income (or loss) of@perating Partnership and its
Subsidiaries for such period determined on a cathsteld basis in accordance with generally acceptedunting principles ("GAAP").

"Debt" means any indebtedness, whether or not mgetit, in respect of

(i) borrowed money evidenced by bonds, notes, debes or similar instruments,

(i) indebtedness secured by any mortgage, plddge,charge, encumbrance or any security inteneisting on property, (iii) the
reimbursement obligations, contingent or otherwilse&onnection with any letters of credit actuatigued or amounts representing the bal:
deferred and unpaid of the purchase price of aopety except any such balance that constitutesared expense or trade payable or (iv)
any lease of property which would be reflected @momsolidated balance sheet as a capitalized ipaseordance with GAAP, in the case of
items of indebtedness under (i) through (iii) abtivéhe extent that any such items (other thaeref credit) would appear as a liability on a
consolidated balance sheet in accordance with GAAR also includes, to the extent not otherwiskided, any obligation to be liable for, or
to pay, as obligor, guarantor or otherwise (othantfor purposes of collection in the ordinary seuof business), indebtedness of another
person.

"Subsidiary" means a corporation, partnershiproitéd liability company, a majority of the outstamgl voting stock, partnership interests or
membership interests, as the case may be, of vidimlvned or controlled, directly or
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indirectly, by the Operating Partnership or by onenore other Subsidiaries of the Operating Pastripr For the purposes of this definition,
"voting stock" means stock having the voting poveerthe election of directors, general partnershaggers or trustees, as the case may be,
whether at all times or only so long as no senliasscof stock has such voting power by reason pfttantingency.

"Total Assets" as of any date means the sum difi¢i}Undepreciated Real Estate Assets and (iitldiraassets of the Operating Partnership
and its Subsidiaries on a consolidated basis dé&tethin accordance with GAAP (but excluding intdolgs and accounts receivable).

"Total Unencumbered Assets" means the sum of gge¢iundepreciated Real Estate Assets not subjact émcumbrance and (ii) all other
assets of the Operating Partnership and its Sar&dinot subject to an encumbrance determinedcordance with GAAP (but excluding
intangibles and accounts receivable).

"Undepreciated Real Estate Assets" as of any datmmthe cost (original cost plus capital improvetsieof real estate assets of the
Operating Partnership and its Subsidiaries on glath, before depreciation and amortization, detegthbn a consolidated basis in accord
with GAAP.

"Unsecured Debt" means Debt of the Operating Pestiife or any Subsidiary which is not secured by mioytgage, lien, charge, pledge or
security interest of any kind upon any of the prtipe owned by the Operating Partnership or anysddubsidiaries.

Additional Covenants. Any additional or differemvenants of the Operating Partnership or the Compéth respect to any series of Debt
Securities will be set forth in the Prospectus $empent relating thereto.

Events of Default, Notice and Waiver

The Indenture provides that the following events'&vents of Default" with respect to any serie®ebt Securities issued thereunder: (a)
default for 30 days in the payment of any instalitnaf interest on any Debt Security of such sefflesdefault in the payment of the principal
of (or premium, if any on) any Debt Security of Bseries at its maturity; (c) default in making amyking fund payment as required for any
Debt Security of such series; (d) default in thefgrenance of any other covenant of the Operatingneeship or the Company contained in
the Indenture (other than a covenant added tontthentture solely for the benefit of a series of Débturities issued thereunder other than
such series), such default having continued fod&®@ after written notice as provided in the Indesit (e) default in the payment of an
aggregate principal amount exceeding $5,000,0@Mhpfevidence of recourse indebtedness of the Qpgraartnership or the Company or
any mortgage, indenture or other instrument undechvsuch indebtedness is issued or by which sudébitedness is secured, such default
having occurred after the expiration of any apiieagrace period and having resulted in the acagdar of the maturity of such indebtedne
but only if such indebtedness is not dischargesuoh acceleration is not rescinded or annulled) sie€ault having continued for 10 days
after notice as provided in the Indenture; (f) @erevents of bankruptcy, insolvency or reorgaimzrator court appointment of a receiver,
liquidator or trustee of the Operating Partnerstiip, Company or any Significant Subsidiary or ahtheir respective property; and (g) any
other Event of Default provided with respect toagtigular series of Debt Securities. The term "8igant Subsidiary" means each significant
subsidiary (as defined in Regulation S-X promuldatader the Securities Act) of the Operating Pastrip or the Company (Section 501).

If an Event of Default under the Indenture withpest to Debt Securities of any series at the timtstanding occurs and is continuing, the
every such case the Trustee or the Holders ofesstthan 25% in principal amount of the Outstan@iabt Securities of that series may
declare the principal amount (or, if the Debt Siims of that series are Original Issue Discourdusigies or Indexed Securities, such portion
of the principal amount as may be specified intdmms thereof) of all of the Debt Securities ofttharies to be due and payable immediately
by written notice thereof to the Operating Parthgrand the Company (and to the Trustee if givethieyHolders); provided, that in the case
of an Event of Default described under provisigroffthe preceding paragraph, acceleration is aatimmHowever, at any time after such a
declaration of acceleration with respect to DelutuSities of such series (or of all Debt Securitiesn Outstanding under the Indenture, as the
case may be) has been made, but before a judgmedatiee for payment of the money due has beeinaotay the Trustee, the Holders of
not less than a majority in principal amount of ahding Debt Securities of

15



such series (or of all Debt Securities then Outlitapunder the Indenture, as the case may be) eszynd and annul such declaration and its
consequences if

(a) the Operating Partnership or the Company sizae deposited with the Trustee all payments opthreipal of (and premium, if any) and
interest on the Debt Securities of such seriesflall Debt Securities then Outstanding under tidehture, as the case may be), plus certain
fees, expenses, disbursements and advances ofusied and (b) all Events of Default, other thanntbhn-payment of accelerated principal of
(or specified portion thereof), or premium (if amy)interest on the Debt Securities of such s€desf all Debt Securities then Outstanding
under the Indenture, as the case may be) havedoeed or waived as provided in the Indenture ($acs02). The Indenture also provides
that the Holders of not less than a majority imgipal amount of the Outstanding Debt Securitiearyf series (or of all Debt Securities then
Outstanding under the Indenture, as the case mandewaive any past default with respect to sugfes and its consequences, except a
default (x) in the payment of the principal of @emium, if any) or interest on any Debt Securitguch series or (y) in respect of a covenant
or provision contained in the Indenture that carbtodified or amended without the consent oHbkler of each Outstanding Debt
Security affected thereby (Section 513).

The Trustee will be required to transmit noticétte Holders of a series of Debt Securities wittird@ys of a default under the Indenture
unless such default has been cured or waived; gedyihowever, that the Trustee may withhold ndtiche Holders of any series of Debt
Securities of any default with respect to sucheseféxcept a default in the payment of the prid@péor premium, if any) or interest on any
Debt Security of such series or in the paymennhgfsinking fund installment in respect of any D8eturity of such series) if specified
Responsible Officers of the Trustee consider sughhelding to be in the interest of such Holdersd®n 602).

The Indenture provides that no Holders of Debt 8#es of any series may institute any proceedifgdicial or otherwise, with respect to the
Indenture or for any remedy thereunder, excepténcase of failure of the Trustee, for 60 daysdioafter it has received a written request to
institute proceedings in respect of an Event ofaDkffrom the Holders of not less than 25% in gpatamount of the Outstanding Debt
Securities of such series, as well as an offend&nnity reasonably satisfactory to it (Section)5This provision will not prevent, however,
any holder of Debt Securities from instituting doit the enforcement of payment of the principafaxd premium, if any) and interest on s
Debt Securities at the respective due dates théBsafion 508).

The Trustee is under no obligation to exercise@rits rights or powers under the Indenture atrdwiest or direction of any Holders of any
series of Debt Securities then Outstanding undeirttienture, unless such Holders shall have offerglde Trustee thereunder reasonable
security or indemnity (Section 601). The Holdersof less than a majority in principal amount @& tbutstanding Debt Securities of any
series shall have the right to direct the time,hodtand place of conducting any proceeding forranyedy available to the Trustee, or of
exercising any trust or power conferred upon thesfiee with respect to the Debt Securities of secies. However, the Trustee may refuse to
follow any direction which is in conflict with arlgw or the Indenture or would subject the Trustepdrsonal liability, or which may be
unduly prejudicial to the holders of Debt Secusitid such series not joining therein (Section 512).

Within 120 days after the close of each fiscal ydsr Operating Partnership and the Company (iDtlet Securities are Guaranteed
Securities) must deliver to the Trustee a certificaigned by one of several specified officerthefCompany, stating whether or not such
officer has knowledge of any default under the imdee and, if so, specifying each such defaultthechature and status thereof (Sections
1009 and 1010).

Modification of the Indenture

Modifications and amendments of the Indenture kéllpermitted to be made only with the consent @eMHblders of not less than a majority
principal amount of all Outstanding Debt Securiteseries of Outstanding Debt Securities whichadfected by such modification or
amendment; provided, however, that no such modifinaor amendment may, without the consent of tbder of each such Debt Security
affected thereby, (a) change the Stated Maturithefprincipal of, or premium (if any) or any ingtaent of interest on, any such Debt
Security, reduce the principal amount of, or the @ amount of interest on, or any premium payableedemption of, any such Debt
Security, or reduce the amount of principal of aigiDal Issue Discount Security that would be dod payable upon declaration of
acceleration of the maturity thereof or would bevable in bankruptcy, or adversely affect any rightepayment of the holder of any such
Debt Security, change the place of payment, octiire or currency, for payment of principal of, piem, if any, or interest on any such Debt
Security or impair the right to institute suit ftve enforcement of any payment on or with respeeainty
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such Debt Security; (b) reduce the above-stateckepégige of outstanding Debt Securities of any seréeessary to modify or amend the
Indenture, to waive compliance with certain provis thereof or certain defaults and consequeneesuhder or to reduce the quorum or
voting requirements set forth in the Indenture;nfodify or affect in any manner adverse to the ldddhe terms and conditions of the
obligations of the Company in respect of the paynoéprincipal (and premium, if any) and intereatany Guaranteed Securities; or

(d) modify any of the foregoing provisions or arfitlee provisions relating to the waiver of certpast defaults or certain covenants, exce
increase the required percentage to effect sudbnaet to provide that certain other provisions nmay be modified or waived without the
consent of the Holder of such Debt Security (Sec$i02).

The Indenture provides that the Holders of not thas a majority in principal amount of a serie®uaftstanding Debt Securities have the r
to waive compliance by the Operating Partnershigy@rthe Company with certain covenants relatinguch series of Debt Securities in the
Indenture (Section 1008).

Modifications and amendments of the Indenture béllpermitted to be made by the Operating Partrgridie Company and the Trustee
without the consent of any Holder of Debt Secusifigr any of the following purposes: (i) to evidertbe succession of another Person to the
Operating Partnership as obligor or the Comparyuasantor under the Indenture; (ii) to add to theenants of the Operating Partnership or
the Company for the benefit of the Holders of alany series of Debt Securities or to surrenderraght or power conferred upon the
Operating Partnership or the Company in the Indentu

(iii) to add Events of Default for the benefit biet Holders of all or any series of Debt Securit{@d;to add or change any provisions of the
Indenture to facilitate the issuance of, or tod#ee certain terms of, Debt Securities in be&wemn, or to permit or facilitate the issuance of
Debt Securities in uncertificated form, providedttbuch action shall not adversely affect the eger of the Holders of the Debt Securities of
any series in any material respect; (v) to amerglpplement any provisions of the Indenture, predithat no such amendment or
supplement shall materially adversely affect therigsts of the Holders of any Debt Securities thatstanding; (vi) to secure the Debt
Securities; (vii) to establish the form or termdwbt Securities of any series; (viii) to provide the acceptance of appointment by a
successor Trustee to facilitate the administratibtie trusts under the Indenture by more thanToostee; (ix) to cure any ambiguity, defect
or inconsistency in the Indenture, provided thahsaction shall not adversely affect the intere$tdolders of Debt Securities of any series in
any material respect; or (x) to supplement anyhefgrovisions of the Indenture to the extent nergs® permit or facilitate defeasance and
discharge of any series of such Debt Securities/iged that such action shall not adversely affieetinterests of the Holders of the Debt
Securities of any series in any material respeett{Sn 901). In addition, with respect to Guaradt€ecurities, without the consent of any
Holder of Debt Securities, the Company, or a suasidhereof, may directly assume the due and pahgtayment of the principal of, any
premium and interest on all the Guaranteed Seesrénd the performance of every covenant of therltuale on the part of the Operating
Partnership to be performed or observed. Upon aaoly assumption, the Company or such subsidiary sheteed to, and be substituted for
and may exercise every right and power of, the atpeg Partnership under the Indenture with the seffeet as if the Company or such
subsidiary had been the issuer of the Guaranteeuries and the Operating Partnership shall beassd from all obligations and covenants
with respect to the Guaranteed Securities. No agshhmption shall be permitted unless the Compasyélivered to the Trustee

(i) an officer's certificate and an opinion of ceeh stating, among other things, that the Guaeaautel all other covenants of the Company in
the Indenture remain in full force and effect aiijdan opinion of independent counsel that the teaddof Guaranteed Securities shall have no
United States Federal tax consequences as a oésulth assumption, and that, if any Debt Secusrdi®@ then listed on the New York Stock
Exchange, that such Debt Securities shall not bstelé as a result of such assumption (Section.805)

The Indenture provides that in determining whetherHolders of the requisite principal amount otsanding Debt Securities of a series
have given any request, demand, authorizationgtitirg notice, consent or waiver thereunder or Wwhea quorum is present at a meeting of
Holders of Debt Securities, (i) the principal ambahan Original Issue Discount Security that shalldeemed to be Outstanding shall be the
amount of the principal thereof that would be dnd payable as of the date of such determinatiom giealaration of acceleration of the
maturity thereof, (ii) the principal amount of al?&ecurity denominated in a foreign currency #ietll be deemed Outstanding shall be the
U.S. dollar equivalent, determined on the issue @atsuch Debt Security, of the principal amouwnt {n the case of an Original Issue
Discount Security, the U.S. dollar equivalent oa igsue date of such Debt Security of the amoueriaéned as provided in (i) above), (iii)
the principal amount of an Indexed Security thatlde deemed Outstanding shall be the principad famount of such Indexed Security at
original issuance, unless otherwise provided wepect to such Indexed Security pursuant to
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the Indenture, and (iv) Debt Securities owned ley@perating Partnership, the Company or any othgar upon the Debt Securities or any
affiliate of the Operating Partnership, the Compangf such other obligor shall be disregarded.

The Indenture contains provisions for conveningtimngs of the Holders of Debt Securities of a seffsction 1501). A meeting will be
permitted to be called at any time by the Truséeel, also, upon request, by the Operating Partrergte Company (in respect of a series of
Guaranteed Securities) or the holders of at |e@@t ih principal amount of the Outstanding Debt 3iies of such series, in any such case
upon notice given as provided in the Indenture {{8ed 502). Except for any consent that must bemivy the Holder of each Debt Security
affected by certain modifications and amendments®findenture, any resolution presented at a mgeti adjourned meeting duly
reconvened at which a quorum is present will benjtéed to be adopted by the affirmative vote of it@ders of a majority in principal
amount of the Outstanding Debt Securities of teaes; provided, however, that, except as refeieabove, any resolution with respect to
any request, demand, authorization, directioncepttonsent, waiver or other action that may beangiden or taken by the Holders of a
specified percentage, which is less than a majdritprincipal amount of the Outstanding Debt Séms of a series may be adopted at a
meeting or adjourned meeting duly reconvened athvhiquorum is present by the affirmative votehefiolders of such specified
percentage in principal amount of the OutstandiegtC5ecurities of that series. Any resolution passedecision taken at any meeting of
Holders of Debt Securities of any series duly hieldccordance with the Indenture will be bindingadirHolders of Debt Securities of that
series. The quorum at any meeting called to adogsalution, and at any reconvened meeting, wilPbesons holding or representing a
majority in principal amount of the Outstanding D&ecurities of a series; provided, however, thahy action is to be taken at such meeting
with respect to a consent or waiver which may lvemgby the Holders of not less than a specifiedgr@age in principal amount of the
Outstanding Debt Securities of a series, the Persolding or representing such specified perceritageincipal amount of the Outstanding
Debt Securities of such series will constitute argm (Section 1504).

Notwithstanding the foregoing provisions, any actio be taken at a meeting of Holders of Debt Sesof any series with respect to ¢
action that the Indenture expressly provides mataken by the Holders of a specified percentagehvis less than a majority in principal
amount of the Outstanding Debt Securities of aesemay be taken at a meeting at which a quorumeiept by the affirmative vote of
Holders of such specified percentage in principabant of the Outstanding Debt Securities of suctesgSection 1504).

Discharge, Defeasance and Covenant Defeasance

The Operating Partnership may discharge certaigatiins to Holders of any series of Debt Secwitieat have not already been delivered to
the Trustee for cancellation and that either haa@me due and payable or will become due and payéthin one year (or scheduled for
redemption within one year) by irrevocably depaosgjtivith the Trustee, in trust, funds in such cucgeor currencies, currency unit or units or
composite currency or currencies in which such [Bduurities are payable in an amount sufficieniatp the entire indebtedness on such |
Securities in respect of principal (and premiunarif/) and interest to the date of such deposstugh Debt Securities have become due and
payable) or to the Stated Maturity or RedemptioteDas the case may be (Section 401).

Unless otherwise provided in the applicable ProsgeSupplement, the Operating Partnership may eléetr (a) to defease and discharge
itself and the Company (if such Debt Securities@uaranteed Securities) from any and all obligatiaith respect to such Debt Securities
(except for the obligation to pay additional amauiftany, upon the occurrence of certain eventaxafassessment or governmental charge
with respect to payments on such Debt Securitidsttasm obligations to register the transfer or erggaof such Debt Securities, to replace
temporary or mutilated, destroyed, lost or stol&bTSecurities, to maintain an office or agencsespect of such Debt Securities and to hold
moneys for payment in trust) ("defeasance"”) oitdlrelease itself and the Company (if such DebuBges are Guaranteed Securities) from
their obligations with respect to such Debt Se@sitinder certain sections of the Indenture (irialgidhe restrictions described under "--
Certain Covenants") and if provided pursuant tatiSe@01 of the Indenture, their obligations widspect to any other covenant, and any
omission to comply with such obligations shall nonhstitute a default or an Event of Default withgect to such Debt Securities ("covenant
defeasance"), in either case upon the irrevocaipesit by the Operating Partnership or the Comg#itiye Debt Securities are Guaranteed
Securities) with the Trustee, in trust, of an ampimsuch currency or currencies, currency unitiits or compaosite currency or currencie
which such Debt Securities are payable at Stateit\g or Government Obligations (as defined béloov both, applicable to such Debt
Securities which through the scheduled paymentiatjpal and interest in accordance with their tesmill provide money

18



in an amount sufficient to pay the principal ofdgsremium, if any) and interest on such Debt Séesriand any mandatory sinking fund or
analogous payments thereon, on the scheduled de® ttherefor (Section 402).

Such a trust will only be permitted to be estaldsif, among other things, the Operating Partnprehihe Company (if the Debt Securities
are Guaranteed Securities) has delivered to thet§ewan Opinion of Counsel (as specified in themtare) to the effect that the Holders of
such Debt Securities will not recognize incomengailoss for U.S. Federal income tax purposesrasut of such defeasance or covenant
defeasance and will be subject to U.S. Federahirec@ax on the same amounts, in the same mannet dnel same times as would have been
the case if such defeasance or covenant defeakada®t occurred, and such Opinion of Counsehéncise of defeasance, must refer to and
be based upon a ruling of the Internal Revenuei&epr a change in applicable United States Fedetame tax law occurring after the date
of the Indenture (Section 402).

"Government Obligations" means securities tha{iuirect obligations of the United States of Amcaror the government that issued the
foreign currency in which the Debt Securities @faaticular series are payable, for the paymentha€lwits full faith and credit is pledged or
(i) obligations of a person controlled or supeedsy and acting as an agency or instrumentalith@tUnited States of America or such
government that issued the foreign currency in Withe Debt Securities of such series are paydiepayment of which is unconditionally
guaranteed as a full faith and credit obligatiorthey United States of America or such other govemtimand that, in either case, are not
callable or redeemable at the option of the isthemeof, and shall also include a depository rédefued by a bank or trust company as
custodian with respect to any such Government @tiég or a specific payment of interest on or gpatof any such Government Obligati
held by such custodian for the account of the hradfl@ depository receipt, provided that (exceptepiired by law) such custodian is not
authorized to make any deduction from the amouydipia to the holder of such depository receipt fiamy amount received by the custodian
in respect of the Government Obligation or the Bimepgayment of interest on or principal of the @orment Obligation evidenced by such
depository receipt.

Unless otherwise provided in the applicable ProggeSupplement, if after the Operating Partnershifne Company (if the Debt Securities
are Guaranteed Securities) has deposited fundsra@dizernment Obligations to effect defeasancewecant defeasance with respect to
Debt Securities of any series, (a) the Holder Beat Security of such series is entitled to, anesdelect pursuant to the Indenture or the
terms of such Debt Security to receive paymentdaraency, currency unit or composite currency pthan that in which such deposit has
been made in respect of such Debt Security, or

(b) a Conversion Event (as defined below) occureapect of the currency, currency unit or comgositrrency in which such deposit has
been made, the indebtedness represented by sutlsBalrity shall be deemed to have been, and ejlfudly discharged and satisfied
through the payment of the principal of (and premiif any) and interest on such Debt Security ay tecome due out of the proceeds
yielded by converting the amount so deposited speet of such Debt Security into the currency,eney unit or composite currency in wh
such Debt Security becomes payable as a resulicbfaection or such Conversion Event based oaplpécable market exchange rate
(Section 402). "Conversion Event" means the camsati use of (i) a currency, currency unit or cosifcurrency both by the government of
the country that issued such currency and for ¢ftitesnent of transactions by a central bank orrgplblic institutions of or within the
international banking community, (ii) the ECU betfthin the European Monetary System and for thdesaent of transactions by public
institutions of or within the European Union oi)(&ny currency unit or composite currency othamntlthe ECU for the purposes for which it
was established. Unless otherwise provided in pipfiGable Prospectus Supplement, all paymentsintipal of (and premium, if any) and
interest on any Debt Security that is payablefioraign currency that ceases to be used by itsrgavent of issuance shall be made in U.S.
dollars.

If the Operating Partnership effects covenant defieee with respect to any Debt Securities and Bettt Securities are declared due and
payable because of the occurrence of any Evenetdult other than the Event of Default describedl@use (d) under "-- Events of Default,
Notice and Waiver" with respect to Sections no Emapplicable to such Debt Securities or describatause (g) undel-- Events of Default
Notice and Waiver" with respect to any other covetras to which there has been covenant defeastingcamount in such currency, currel
unit or composite currency in which such Debt Siiesrare payable, and Government Obligations qosié with the Trustee, will be
sufficient to pay amounts due on such Debt Seesrit the time of their Stated Maturity but may m®sufficient to pay amounts due on such
Debt Securities at the time of the accelerationltiegy from such Event of Default. However, the @qing Partnership and the Company (if
such Debt Securities are Guaranteed Securities)dwemain liable to make payment of such amoungsaiuhe time of acceleration.
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The applicable Prospectus Supplement may furtheerites the provisions, if any, permitting such dstence or covenant defeasance,
including any modifications to the provisions désed above, with respect to the Debt Securitiesrafithin a particular series.

No Conversion Rights

The Debt Securities will not be convertible intoemchangeable for any capital stock of the Compmargquity interest in the Operating
Partnership.

Global Securities

The Debt Securities of a series may be issued wiendr in part in the form of one or more globatiggties (the "Global Securities") that will
be deposited with, or on behalf of, a depositamg (Depositary") identified in the applicable Presfus Supplement relating to such series.
Global Securities may be issued in either registerébearer form and in either temporary or permaf@m. The specific terms of the
depositary arrangement with respect to a seri@ebt Securities will be described in the applica®lespectus Supplement relating to such
series.

DESCRIPTION OF PREFERRED STOCK
General

The Company is authorized to issue 10,000,000 stadnereferred stock, $.01 par value per shareshi¢h 125,000 8 5/8% Series A
Cumulative Redeemable Preferred Shares have agdisnd are outstanding as of the date hereof D&eseription of Series A Preferred
Shares."

The following description of the Preferred Stocksderth certain general terms and provisions efRheferred Stock to which any Prospectus
Supplement may relate. The statements below désgribe Preferred Stock are in all respects sulbgeand qualified in their entirety by
reference to the applicable provisions of the CamfsaAmended and Restated Articles of Incorporatiba "Articles of Incorporation™) and
Bylaws and any applicable amendment to the Artiofdsicorporation designating terms of a serieB&ferred Stock (a "Designating
Amendment").

Terms

Subject to the limitations prescribed by the AggDbf Incorporation, the board of directors is atitted to fix the number of shares
constituting each series of Preferred Stock andiéiséggnations and powers, preferences and rel@@récipating, optional or other special
rights and qualifications, limitations or restraris thereof, including such provisions as may [#relé concerning voting, redemption,
dividends, dissolution or the distribution of assebnversion or exchange, and such other sulpecistters as may be fixed by resolution of
the board of directors. The Preferred Stock wilhew issued, be fully paid and nonassessable b@dhgany and will have no preemptive
rights.

Reference is made to the Prospectus Supplemetihgeta the Preferred Stock offered thereby forcseterms, including:

(1) the title and stated value of such PreferredtiSt

(2) the number of shares of such Preferred Stoiekexf, the liquidation preference per share anatfeging price of such Preferred Stock;
(3) the dividend rate(s), period(s) and/or paynuate(s) or method(s) of calculation thereof appliedo

such Preferred Stock;

(4) the date from which dividends on such Prefe rred Stock shall
accumulate, if applicable;

(5) the procedures for any auction and remarke ting, if any, for
such Preferred Stock;

(6) the provision for a sinking fund, if any, farch Preferred Stock;
(7) the provision for redemption, if applicable,snfch Preferred Stock;
(8) any listing of such Preferred Stock on any sigies exchange;

20



(9) the terms and conditions, if applicable, updriol such Preferred Stock will be convertible i@mmmon Stock of the Company, includ
the conversion price or manner of calculation tbhgre

(10) whether interests in such Preferred Stocklvéllepresented by Depositary Shares;
(11) any other specific terms, preferences, rightstations or restrictions of such Preferred &toc
(12) a discussion of Federal income tax considamatapplicable to such Preferred Stock;

(13) the relative ranking and preferences of suefidfred Stock as to dividend rights and rightsrulquidation, dissolution or winding up of
the affairs of the Company;

(14) any limitations on issuance of any seriesrefétred Stock ranking senior to or on a parityhveitich series of Preferred Stock as to
dividend rights and rights upon liquidation, disg@n or winding up of the affairs of the Compaayd

(15) any limitations on direct or beneficial owr@sand restrictions on transfer, in each caseashe appropriate to preserve the status of
the Company as a REIT.

Rank

Unless otherwise specified in the Prospectus Supgi¢, the Preferred Stock will, with respect toidiénd rights and rights upon liquidation,
dissolution or winding up of the Company, ranksghior to all classes or series of Common Sto¢kefCompany, and to all equity securities
ranking junior to such Preferred Stock; (ii) onaaify with all equity securities issued by the Canyp the terms of which specifically provide
that such equity securities rank on a parity wlitd Preferred Stock; and (iii) junior to all equsigcurities issued by the Company the terms of
which specifically provide that such equity sedastrank senior to the Preferred Stock. The temuite securities" does not include
convertible debt securities.

Dividends

Holders of the Preferred Stock of each serieshwlentitled to receive, when, as and if declarethbyboard of directors of the Company, out
of assets of the Company legally available for paytncash dividends at such rates and on such @atedl be set forth in the applicable
Prospectus Supplement. Each such dividend shahpable to holders of record as they appear oshhee transfer books of the Company
such record dates as shall be fixed by the boadirettors of the Company.

Dividends on any series of the Preferred Stock beagumulative or non-cumulative, as provided inapplicable Prospectus Supplement.
Dividends, if cumulative, will be cumulative fronmé after the date set forth in the applicable Peogps Supplement. If the board of directors
of the Company fails to declare a dividend payaisle dividend payment date on any series of thiePeel Stock for which dividends are
non-cumulative, then the holders of such serigh@Preferred Stock will have no right to receivdivadend in respect of the dividend period
ending on such dividend payment date, and the Coynpdl have no obligation to pay the dividend ageal for such period, whether or not
dividends on such series are declared payable yfuture dividend payment date.

If Preferred Stock of any series is outstandingdivadends will be declared or paid or set aparffayment on any capital stock of the
Company of any other series ranking, as to dividend a parity with or junior to the Preferred &tof such series for any period unless (i) if
such series of Preferred Stock has a cumulatividelind, full cumulative dividends have been or comieraneously are declared and paid or
declared and a sum sufficient for the payment tifeset apart for such payment on the PreferredkStbsuch series for all past dividend
periods and the then current dividend period or

(ii) if such series of Preferred Stock does notehaxcumulative dividend, full dividends for thetheurrent dividend period have been or
contemporaneously are declared and paid or dectar@@ sum sufficient for the payment thereof pattafor such payment on the Preferred
Stock of such series. When dividends are not pefdli (or a sum sufficient for such full paymestnot so set apart) upon Preferred Stock of
any series and the shares of any other seriesetérRed Stock ranking on a parity as to dividendh the Preferred Stock of such series, all
dividends declared upon Preferred Stock of sudesand any other series of Preferred Stock rankimg parity as to dividends with such
Preferred Stock shall be declared pro rata satigsamount of dividends declared per share of RexfeStock of such series and such other
series of Preferred Stock shall in all cases l®eaath other the same ratio that accrued dividpadshare on the Preferred Stock of such
series (which shall not include any accumulatiorespect of unpaid dividends for prior dividendipds if such Preferred Stock does not t

a cumulative dividend) and such other series ofeifred Stock bear to each other. No interest, or su
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of money in lieu of interest, shall be payabledspect of any dividend payment or payments on Resfe&Stock of such series which may be
in arrears.

Except as provided in the immediately preceding@e@aph, unless (i) if such series of PreferredShas a cumulative dividend, full
cumulative dividends on the Preferred Stock of sseriies have been or contemporaneously are de@ackdaid or declared and a sum
sufficient for the payment thereof set apart foympant for all past dividend periods and the thememt dividend period, and (ii) if such series
of Preferred Stock does not have a cumulative diwi full dividends on the Preferred Stock of sseties have been or contemporaneously
are declared and paid or declared and a sum sirffitdr the payment thereof set apart for paymenttfe then current dividend period, no
dividends (other than in shares of Common Stoaitlogr capital shares ranking junior to the Preté8tock of such series as to dividends
upon liquidation) shall be declared or paid orasatle for payment or other distribution shall belaleed or made upon the Common Stock, or
any other capital shares of the Company rankingjuo or on a parity with the Preferred Stock o€ls series as to dividends or upon
liquidation, nor shall any shares of Common Staclkany other capital shares of the Company rankinipr to or on a parity with the
Preferred Stock of such series as to dividendponiquidation be redeemed, purchased or otheraggeired for any consideration (or any
moneys be paid to or made available for a sinkinglffor the redemption of any such shares) by tmgany (except by conversion into or
exchange for other capital shares of the Compamkimg junior to the Preferred Stock of such seags$o dividends and upon liquidation).

Redemption

If so provided in the applicable Prospectus Supplaithe Preferred Stock will be subject to mangatedemption or redemption at the
option of the Company, as a whole or in part, icheease upon the terms, at the times and at tleemgtibn prices set forth in such Prospectus
Supplement.

The Prospectus Supplement relating to a seriesedéfPed Stock that is subject to mandatory redamptill specify the number of shares of
such Preferred Stock that shall be redeemed bgdnepany in each year commencing after a date gpbeified, at a redemption price per
share to be specified, together with an amountlequal accrued and unpaid dividends thereon (Wisigall not, if Preferred Stock does not
have a cumulative dividend, include any accumutaitiorespect of unpaid dividends for prior dividgretiods) to the date of redemption. The
redemption price may be payable in cash or othepeaty, as specified in the applicable Prospectymp@ment. If the redemption price for
Preferred Stock of any series is payable only ftbennet proceeds of the issuance of capital studie® Company, the terms of such
Preferred Stock may provide that, if no such cépltares shall have been issued or to the extentéhproceeds from any issuance are
insufficient to pay in full the aggregate redemptjwice then due, such Preferred Stock shall auioailly and mandatorily be converted into
the applicable capital shares of the Company puatdoaconversion provisions specified in the apgidie Prospectus Supplement.

Notwithstanding the foregoing, unless (i) if suehias of Preferred Stock has a cumulative dividémtcumulative dividends on all shares
any series of Preferred Stock have been or conteanpously are declared and paid or declared aochassfficient for the payment thereof
set apart for payment for all past dividend periadd the then current dividend period, and (igu€h series of Preferred Stock does not have
a cumulative dividend, full dividends of the Preégt Stock of any series have been or contemporaheare declared and paid or declared
and a sum sufficient for the payment thereof sattdpr payment for the then current dividend péyioo shares of any series of Preferred
Stock shall be redeemed unless all outstandinge®eef Stock of such series is simultaneously reédeprovided, however, that the
foregoing shall not prevent the purchase or actipiisof Preferred Stock of such series to pres#r@eREIT status of the Company or
pursuant to a purchase or exchange offer madeeosatime terms to holders of all outstanding Pradesteck of such series. In addition,
unless (i) if such series of Preferred Stock hegraulative dividend, full cumulative dividends dhautstanding shares of any series of
Preferred Stock have been or contemporaneouslyemtared and paid or declared and a sum suffibdenhe payment thereof set apart for
payment for all past dividends periods and the therent dividend period, and

(i) if such series of Preferred Stock does notehaxumulative dividend, full dividends on the Bredd Stock of any series have been or
contemporaneously are declared and paid or dectar@@ sum sufficient for the payment thereof pattafor payment for the then current
dividend period, the Company shall not purchasetloerwise acquire directly or indirectly any shavé®referred Stock of such series (ex

by conversion into or exchange for capital shafek@Company ranking junior to the Preferred Stotkuch series as to dividends and upon
liquidation); provided, however, that the foregostwall not prevent the purchase or acquisitionrefd?red Stock of such series to preserve
the REIT status of
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the Company or pursuant to a purchase or exchdfigrenoade on the same terms to holders of all antihg Preferred Stock of such series.

If fewer than all of the outstanding shares of Enefd Stock of any series are to be redeemed utinder of shares to be redeemed will be
determined by the Company and such shares maydbermed pro rata from the holders of record of sleres in proportion to the numbe
such shares held or for which redemption is regaklsy such holder (with adjustments to avoid redempf fractional shares) or by lot in a
manner determined by the Company.

Notice of redemption will be mailed at least 30 slayt not more than 60 days before the redempts td each holder of record of Prefel
Stock of any series to be redeemed at the addnessson the share transfer books of the Comparnsh Batice shall state: (i) the redempt
date; (ii) the number of shares and series of thé&eRed Stock to be redeemed; (iii) the redemppioce; (iv) the place or places where
certificates for such Preferred Stock are to beeswlered for payment of the redemption price; Ifa} dividends on the shares to be redeemed
will cease to accrue on such redemption date; @ifithe date upon which the holder's conversiohtdgif any, as to such shares shall
terminate. If fewer than all the shares of Pref@®&ock of any series are to be redeemed, theenwigled to each such holder thereof shall
also specify the number of shares of Preferredk3tmbe redeemed from each such holder. If notigedemption of any Preferred Stock has
been given and if the funds necessary for suchmptien have been set aside by the Company infioushe benefit of the holders of any
Preferred Stock so called for redemption, then feard after the redemption date dividends will cdaseccrue on such Preferred Stock, and
all rights of the holders of such shares will tarate, except the right to receive the redemptigcepr

Liquidation Preference

Upon any voluntary or involuntary liquidation, didstion or winding up of the affairs of the Compatiyen, before any distribution or
payment shall be made to the holders of any ComBtook or any other class or series of capital shaf¢he Company ranking junior to the
Preferred Stock in the distribution of assets ugoy liquidation, dissolution or winding up of thei@pany, the holders of each series of
Preferred Stock shall be entitled to receive owssets of the Company legally available for distibn to stockholders liquidating
distributions in the amount of the liquidation pefnce per share (set forth in the applicable Riap Supplement), plus an amount equal to
all dividends accrued and unpaid thereon (whicti sisd include any accumulation in respect of udpdividends for prior dividend periods if
such Preferred Stock does not have a cumulatividatid). After payment of the full amount of thedidating distributions to which they are
entitled, the holders of Preferred Stock will haneright or claim to any of the remaining assetthefCompany. If, upon any such voluntary
or involuntary liquidation, dissolution or windingp, the available assets of the Company are ircseffit to pay the amount of the liquidating
distributions on all outstanding Preferred Stoc# #re corresponding amounts payable on all shdrether classes or series of capital shares
of the Company ranking on a parity with the PrefdrBtock in the distribution of assets, then tHddrg of the Preferred Stock and all other
such classes or series of capital shares shak satably in any such distribution of assets irpprtion to the full liquidating distributions to
which they would otherwise be respectively entitled

If liquidating distributions shall have been madédiill to all holders of Preferred Stock, the reniag assets of the Company shall be
distributed among the holders of any other classesgries of capital shares ranking junior to thefétred Stock upon liquidation, dissolution
or winding up, according to their respective rigatsl preferences and in each case according toréspiective number of shares. For such
purposes, the consolidation or merger of the Compath or into any other corporation, trust or éntor the sale, lease or conveyance of all
or substantially all of the property or businesshaf Company, shall not be deemed to constituitguadhtion, dissolution or winding up of the
Company.

Voting Rights

Holders of the Preferred Stock will not have antingrights, except as set forth below or as otlvirom time to time required by law or
indicated in the applicable Prospectus Supplement.

Whenever dividends on any shares of Preferred Stioah be in arrears for six or more consecutivartguly periods, the holders of such
shares of Preferred Stock (voting separately dass avith all other series of preferred stock upiich like voting rights have been conferred
and are exercisable) will be entitled to vote fog election of two
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additional directors of the Company at a speciadting called by the holders of record of at led@$tlof any series of Preferred Stock so in
arrears (unless such request is received lesOthdays before the date fixed for the next annuapecial meeting of the stockholders) or at
the next annual meeting of stockholders, and at sabsequent annual meeting until (i) if such sesfePreferred Stock has a cumulative
dividend, all dividends accumulated on such shaféxeferred Stock for the past dividend periods @@ then current dividend period shall
have been fully paid or declared and a sum suffidier the payment thereof set aside for paymeifii)of such series of Preferred Stock does
not have a cumulative dividend, four consecutivartgrly dividends shall have been fully paid orldesd and a sum sufficient for the
payment thereof set aside for payment. In such, thseentire board of directors of the Company bélincreased by two directors.

Unless provided otherwise for any series of PrefeBtock, so long as any shares of Preferred $émakin outstanding, the Company will
not, without the affirmative vote or consent of tiwders of at least twthirds of the shares of each series of PreferredkSiutstanding at tt
time, given in person or by proxy, either in wrg@inor at a meeting (such series voting separatetydass), (i) authorize or create, or increase
the authorized or issued amount of, any classrassef capital stock ranking prior to such sedgéPreferred Stock with respect to payment
of dividends or the distribution of assets upomiligtion, dissolution or winding up or reclassifyyaauthorized capital stock of the Company
into such shares, or create, authorize or issuehliyation or security convertible into or evidérgthe right to purchase any such shares; or
(i) amend, alter or repeal the provisions of thePany's Articles of Incorporation or the DesigngtAmendment for such series of Prefel
Stock, whether by merger, consolidation or otheswan "Event"), so as to materially and adverséBcaany right, preference, privilege or
voting power of such series of Preferred Stockerttolders thereof; provided, however, with respethe occurrence of any of the Event:
forth in (ii) above, so long as the Preferred Stamkains outstanding with the terms thereof mdtgnechanged, taking into account that
upon the occurrence of an Event, the Company mapethe surviving entity, the occurrence of anghskvent shall not be deemed to
materially and adversely affect such rights, pesfiees, privileges or voting power of holders offéimed Stock and provided further that (x)
any increase in the amount of the authorized PexleBtock or the creation or issuance of any atbges of Preferred Stock, or (y) any
increase in the amount of authorized shares of seihs or any other series of Preferred Stockaioh case ranking on a parity with or junior
to the Preferred Stock of such series with resfeptiyment of dividends or the distribution of dsagon liquidation, dissolution or winding
up, shall not be deemed to materially and adveisfé#ct such rights, preferences, privileges omgppowers.

The foregoing voting provisions will not apply &t or prior to the time when the act with respeawhich such vote would otherwise be
required shall be effected, all outstanding shafessich series of Preferred Stock shall have bedeemed or called for redemption and
sufficient funds shall have been deposited in trugtffect such redemption.

Conversion Rights

The terms and conditions, if any, upon which ameseof Preferred Stock is convertible into shae€ommon Stock will be set forth in the
applicable Prospectus Supplement relating thegioh terms will include the number of shares of @mm Stock into which the shares of
Preferred Stock are convertible, the conversiooepfor manner of calculation thereof), the conwergeriod, provisions as to whether
conversion will be at the option of the holdersh# Preferred Stock or the Company, the eventdnieguan adjustment of the conversion
price and provisions affecting conversion in thergwf the redemption of such series of Prefertedis

Stockholder Liability

As discussed below under "Description of CommortiSte General," applicable Maryland law provides thastackholder, including holde
of Preferred Stock, shall be personally liabletfar acts and obligations of the Company and thefithds and property of the Company shall
be the only recourse for such acts or obligations.

Restrictions on Ownership

As discussed below under "Description of CommortiSte Certain Provisions Affecting Change of CohtrdOwnership Limitations and
Restrictions on Transfers," for the Company to ifipals a REIT under the Internal Revenue Code 8618s amended (the "Code"), not ir
than 50% in value of its outstanding capital shanay be owned, directly or indirectly, by five @wfer individuals (as defined in the Code to
include certain entities) during the last half dagable
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year. To ensure that the Company remains a quaiielT, the Articles of Incorporation provide thet holder (other than persons appro

by the directors at their option and in their détion) may own, or be deemed to own by virtue efdttribution provisions of the Code, more
than 9.8% of the issued and outstanding capiteakstbthe Company. To assist the Company in meehisgrequirement, the Company may
take certain actions to limit the beneficial owrdps directly or indirectly, by a single persontbé Company's outstanding equity securities,
including any Preferred Stock of the Company. Tfugeg the Designating Amendment for each serid®referred Stock may contain
provisions restricting the ownership and transfehe Preferred Stock. The applicable Prospectyp®ment will specify any additional
ownership limitation relating to a series of PrederStock.

Registrar and Transfer Agent
The Registrar and Transfer Agent for the Prefe8extk will be set forth in the applicable Prospecdupplement.
DESCRIPTION OF SERIES A PREFERRED SHARES

The following description of the Company's 8 5/8%i8s A Cumulative Redeemable Preferred Sharesghae $.01 per share (the "Serie
Preferred Shares"), is in all respects subjechtbcualified in its entirety by reference to thekgable provisions of the Company's Articles
of Incorporation, including the Articles Supplememytapplicable to the Series A Preferred Shares.ddmpany is authorized to issue
143,750 Series A Preferred Shares, 125,000 of whérke issued and outstanding as of the date hereof.

With respect to the payment of dividends and anmsupbn liquidation, the Series A Preferred Shaaek pari passu with any other equity
securities of the Company the terms of which preltht such equity securities rank on a parity WighSeries A Preferred Shares and rank
senior to the Common Stock and any other equityréiées of the Company which by their terms rankigu to the Series A Preferred Shares.
Dividends on the Series A Preferred Shares are lativel from the date of original issue and are jpégguarterly on or about the last day of
February, May, August and November of each yeameenting May 31, 1997, at the rate of 8 5/8% oflidn@dation preference per annum
(equivalent to $86.25 per annum per share). Divdideam the Series A Preferred Shares will accrudhvener not the Company has earnings,
whether or nor there are funds legally availabletlie payment of such dividends and whether osooh dividends are declared. The Series
A Preferred Shares have a liquidation preferencgl @00 per share, plus an amount equal to anyed@nd unpaid dividends.

The Series A Preferred Shares are not redeemablet@iFebruary 12, 2027. On and after February2027, the Series A Preferred Shares
will be redeemable for cash at the option of then@any, in whole or in part, at $1,000 per shanes plny accrued and unpaid dividends
thereon to the date fixed for redemption. The rgaté@m price (other than the portion thereof comsisbf accrued and unpaid dividends) is
payable solely out of the sale proceeds of otheitalastock of the Company, which may include otberies of Preferred Stock, and from no
other source.

If dividends on the Series A Preferred Sharesraegriears for six or more quarterly periods, whettenot such quarterly periods are
consecutive, holders of the Series A Preferrede&h@oting separately as a class with all otheesaf Preferred Stock upon which like
voting rights have been conferred and are exeregabll be entitled to vote for the election ofdvadditional directors to serve on the board
of directors of the Company until all dividend arages have been paid.

The Series A Preferred Shares are not convertitdxahangeable for any other property or securitfahe Company. The Series A Preferred
Shares are subject to certain restrictions on osimigintended to preserve the Company's statufR&d B for Federal income tax purposes.
See "Description of Preferred Stock -- RestrictiongOwnership" and "Description of Common Stoc&ertain Provisions Affecting Change
of Control -- Ownership Limitations and Restrictsoon Transfer."
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DESCRIPTION OF DEPOSITARY SHARES
General

The Company may issue receipts ("Depositary Rexdifiir Depositary Shares, each of which will regaet a fractional interest of a share of
a particular series of Preferred Stock, as spekifighe applicable Prospectus Supplement. Shdfeseterred Stock of each series represe
by Depositary Shares will be deposited under ars¢paeposit agreement (each, a "Deposit Agreemambng the Company, the depositary
named therein (a "Preferred Stock Depositary")thecholders from time to time of the Depositary &pts. Subject to the terms of the
applicable Deposit Agreement, each owner of a DiggrgsReceipt will be entitled, in proportion toetffractional interest of a share of a
particular series of Preferred Stock representetthéyepositary Shares evidenced by such Deposacgipt, to all the rights and
preferences of the Preferred Stock representeddiy Bepositary Shares (including dividend, votiognversion, redemption and liquidation
rights).

The Depositary Shares will be evidenced by DepsRaceipts issued pursuant to the applicable Oepgseement. Immediately following
the issuance and delivery of the Preferred StoctheyCompany to a Preferred Stock Depositary, thagany will cause such Preferred St
Depositary to issue, on behalf of the Company[ibpositary Receipts. Copies of the applicable fofdeposit Agreement and Depositary
Receipt may be obtained from the Company upon #gard the statements made hereunder relatingpodit Agreements and the
Depositary Receipts to be issued thereunder arensui®s of certain anticipated provisions thereaf da not purport to be complete and are
subject to, and qualified in their entirety by refece to, all of the provisions of the applicablepbsit Agreement and related Depositary
Receipts.

Dividends and Other Distributions

A Preferred Stock Depositary will be required tetdbute all cash dividends or other cash distidng received in respect of the applicable
Preferred Stock to the record holders of DeposiRageipts evidencing the related Depositary Sharpsoportion to the number of such
Depositary Receipts owned by such holders, subjem¢rtain obligations of holders to file proofsrtificates and other information and to |
certain charges and expenses to such Preferrekd Segmsitary.

In the event of a distribution other than in casPreferred Stock Depositary will be required &tritbute property received by it to the record
holders of Depositary Receipts entitled theretbjesxtt to certain obligations of holders to file pf®, certificates and other information and to
pay certain charges and expenses to such Prefetwekl Depositary, unless such Preferred Stock Depgsietermines that it is not feasible
to make such distribution, in which case such PrefeStock Depositary may, with the approval of@mpany, sell such property and
distribute the net proceeds from such sale to botders.

No distribution will be made in respect of any Dsipary Share to the extent that it represents aafeRed Stock that has been converte
exchanged.

Withdrawal of Stock

Upon surrender of the Depositary Receipts at thparate trust office of the applicable PreferredcBtDepositary (unless the related
Depositary Shares have previously been calledeidemption or converted), the holders thereof vélebtitled to delivery at such office, to or
upon each such holder's order, of the number ofewnofractional shares of the applicable Prefe@&stk and any money or other property
represented by the Depositary Shares evidenceddbiyBepositary Receipts. Holders of Depositary Resevill be entitled to receive whole
or fractional shares of the related Preferred Statkhe basis of the proportion of Preferred Stegkesented by each Depositary Share as
specified in the applicable Prospectus Supplententholders of such shares of Preferred Stocknaillthereafter be entitled to receive
Depositary Shares therefor. If the Depositary Rasadelivered by the holder evidence a number @idSitary Shares in excess of the nun
of Depositary Shares representing the number oestaf Preferred Stock to be withdrawn, the apple#®referred Stock Depositary will be
required to deliver to such holder at the same imew Depositary Receipt evidencing such excestauof Depositary Shares.
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Redemption of Depositary Shares

Whenever the Company redeems shares of Preferoeld B¢ld by a Preferred Stock Depositary, suchaPred Stock Depositary will be
required to redeem as of the same redemption kdateumber of Depositary Shares representing sbéths Preferred Stock so redeemed,
provided the Company shall have paid in full torsBeceferred Stock Depositary the redemption prfabe Preferred Stock to be redeemed
plus an amount equal to any accrued and unpaidetidis thereon to the date fixed for redemption.rédemption price per Depositary Sh
will be equal to the redemption price and any otirapunts per share payable with respect to theiPeef Stock. If fewer than all the
Depositary Shares are to be redeemed, the DepoSiteares to be redeemed will be selected pro aatadarly as may be practicable without
creating fractional Depositary Shares) or by amepequitable method determined by the Company.

From and after the date fixed for redemption, alidnds in respect of the shares of PreferredkStoccalled for redemption will cease to
accrue, the Depositary Shares so called for redempiill no longer be deemed to be outstanding @hdghts of the holders of the
Depositary Receipts evidencing the Depositary Shsoecalled for redemption will cease, except itpet to receive any moneys payable u
such redemption and any money or other propenyhich the holders of such Depositary Receipts wetéled upon such redemption upon
surrender thereof to the applicable Preferred SBmositary.

Voting of the Preferred Stock

Upon receipt of notice of any meeting at which hioéders of the applicable Preferred Stock areledtib vote, a Preferred Stock Depositary
will be required to mail the information containiedsuch notice of meeting to the record holderhefDepositary Receipts evidencing the
Depositary Shares that represent such Preferredt.Sfach record holder of Depositary Receipts ewidey Depositary Shares on the record
date (which will be the same date as the recore fdatthe Preferred Stock) will be entitled to mist such Preferred Stock Depositary as to
the exercise of the voting rights pertaining to @n@ount of Preferred Stock represented by suchehisl®epositary Shares. Such Preferred
Stock Depositary will be required to vote the amamfrPreferred Stock represented by such DeposBagares in accordance with such
instructions, and the Company will agree to takeessonable action that may be deemed necessaychyPreferred Stock Depositary in
order to enable such Preferred Stock Depositadptso. Such Preferred Stock Depositary will be iregito abstain from voting the amount
of Preferred Stock represented by such DepositaayeS to the extent it does not receive specifitruictions from the holders of Depositary
Receipts evidencing such Depositary Shares. A Pesf&Stock Depositary will not be responsible foy &ailure to carry out any instruction
vote, or for the manner or effect of any such votale, as long as any such action or non-actiong®od faith and does not result from
negligence or willful misconduct of such Prefer@&tdck Depositary.

Liquidation Preference

In the event of the liquidation, dissolution or @ing up of the Company, whether voluntary or invaéry, the holders of each Depositary
Receipt will be entitled to the fraction of thedidation preference accorded each share of Prdf&tack represented by the Depositary S
evidenced by such Depositary Receipt, as set fortie applicable Prospectus Supplement.

Conversion of Preferred Stock

The Depositary Shares, as such, will not be coiblerinto Common Stock or any other securitiesropprty of the Company. Nevertheless,
if so specified in the applicable Prospectus Suppl relating to an offering of Depositary Shathe,Depositary Receipts may be
surrendered by holders thereof to the applicaldéePied Stock Depositary with written instructidnsuch Preferred Stock Depositary to
instruct the Company to cause conversion of théeResl Stock represented by the Depositary Shaiderced by such Depositary Receipts
into whole shares of Common Stock, other sharé¥@fierred Stock of the Company or other sharetoeksand the Company will agree that
upon receipt of such instructions and any amouaysiple in respect thereof, it will cause the cosioer thereof utilizing the same procedures
as those provided for delivery of Preferred Staxkffect such conversion. If the Depositary Sharedenced by a Depositary Receipt are to
be converted in part only, a new Depositary ReaaifiReceipts will be issued for any Depositary 8karot to be converted. No fractional
shares of Common Stock will be issued upon conerysind if such conversion
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will result in a fractional share being issued aamount will be paid in cash by the Company equéhéovalue of the fractional interest based
upon the closing price of the Common Stock on &sé business day prior to the conversion.

Amendment and Termination of a Deposit Agreement

Any form of Depositary Receipt evidencing Depogit8hares that will represent Preferred Stock aydpaovision of a Deposit Agreement
will be permitted at any time to be amended by agrent between the Company and the applicable Pedf&tock Depositary. However, any
amendment that materially and adversely altersitfits of the holders of Depositary Receipts ot thauld be materially and adversely
inconsistent with the rights granted to the holddrthe related Preferred Stock will not be effeetunless such amendment has been app
by the existing holders of at least two-thirdstw tipplicable Depositary Shares evidenced by thkcaple Depositary Receipts then
outstanding. No amendment shall impair the righibject to certain anticipated exceptions in the @#pAgreements, of any holder of
Depositary Receipts to surrender any DepositaryeRewvith instructions to deliver to the holder tledated Preferred Stock and all money
and other property, if any, represented therebgepixin order to comply with law. Every holder of autstanding Depositary Receipt at the
time any such amendment becomes effective shalebmed, by continuing to hold such Depositary Rect consent and agree to such
amendment and to be bound by the applicable Depgsitement as amended thereby.

A Deposit Agreement will be permitted to be ternt@thby the Company upon not less that 30 days’ paiitten notice to the applicable
Preferred Stock Depositary if (i) such terminatismecessary to preserve the Company's statuREsTaor (ii) a majority of each series of
Preferred Stock affected by such termination catssinsuch termination, whereupon such Preferredk3Depositary will be required to
deliver or make available to each holder of DepogiReceipts, upon surrender of the Depositary iRecheld by such holder, such number
of whole or fractional shares of Preferred Stockr@srepresented by the Depositary Shares eviddrncedch Depositary Receipts together
with any other property held by such Preferred lS@epositary with respect to such Depositary Reseiphe Company will agree that if a
Deposit Agreement is terminated to preserve the gamy's status as a REIT, then the Company wilitsdgest efforts to list the Preferred
Stock issued upon surrender of the related Depgs#ares on a national securities exchange. litiada Deposit Agreement will
automatically terminate if (i) all outstanding Dejtary Shares thereunder shall have been rededi)eédere shall have been a final
distribution in respect of the related Preferregc&tin connection with any liquidation, dissolutionwinding up of the Company and such
distribution shall have been distributed to thedeos of Depositary Receipts evidencing the Depgsiaares representing such Preferred
Stock or

(iii) each share of the related Preferred Stocll $laae been converted into stock of the Compartysnaepresented by Depositary Shares.

Charges of a Preferred Stock Depositary

The Company will pay all transfer and other taxed governmental charges arising solely from theterice of a Deposit Agreement. In
addition, the Company will pay the fees and expgusa Preferred Stock Depositary in connectiomwie performance of its duties under a
Deposit Agreement. However, holders of Depositaggd®pts will pay certain other transfer and otlages and governmental charges as well
as the fees and expenses of a Preferred Stock Deyder any duties required by such holders tgpbdormed which are outside of those
expressly provided for in the applicable Depositégmnent.

Resignation and Removal of Depositary

A Preferred Stock Depositary will be permitted ésign at any time by delivering to the Companya®tf its election to do so, and the
Company will be permitted at any time to removeaefé&red Stock Depositary, any such resignatiorenroval to take effect upon the
appointment of a successor Preferred Stock Deppsiasuccessor Preferred Stock Depositary wilkdmuired to be appointed within 60 d
after delivery of the notice of resignation or reraband will be required to be a bank or trust camphaving its principal office in the Unit
States and having a combined capital and surplas lefist $50,000,000.
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Miscellaneous

A Preferred Stock Depositary will be required toafard to holders of Depositary Receipts any repamts communications from the
Company which are received by such Preferred Stmpositary with respect to the related PreferredtiSt

Neither a Preferred Stock Depositary nor the Compelt be liable if it is prevented from or delay@d by law or any circumstances beyc

its control, performing its obligations under a Bsipary Agreement. The obligations of the Compamy a Preferred Stock Depositary under
a Deposit Agreement will be limited to performirgeir duties thereunder in good faith and withowgligence (in the case of any action or
inaction in the voting of Preferred Stock repreedrity the applicable Depositary Shares), grossgeuie or willful misconduct, and neither
the Company nor any applicable Preferred Stock Biggry will be obligated to prosecute or defend kemal proceeding in respect of any
Depositary Receipts, Depositary Shares or sharBsedérred Stock represented thereby unless satisfandemnity is furnished. The
Company and any Preferred Stock Depositary wilh&enitted to rely on written advice of counsel oc@untants, or information provided by
persons presenting shares of Preferred Stock mpessthereby for deposit, holders of Depositargei#s or other persons believed in good
faith to be competent to give such information, andlocuments believed in good faith to be genaimgsigned by a proper party.

In the event a Preferred Stock Depositary shaivecconflicting claims, requests or instructiorati any holders of Depositary Receipts, on
the one hand, and the Company, on the other hanl,Rreferred Stock Depositary shall be entitleddtoon such claims, requests or
instructions received from the Company.

DESCRIPTION OF COMMON STOCK
General

The authorized capital stock of the Company incsuti@0 million shares of Common Stock, $.01 pare/@ler share. Each outstanding share
of Common Stock entitles the holder to one votalbmatters presented to stockholders for a votddéts of Common Stock have no
preemptive rights. As of June 30, 1997, there vapraroximately 35.9 million shares of Common Stouatstanding, and approximately 6.8
million shares reserved for issuance upon exchahgatstanding Common Units.

Shares of Common Stock currently outstanding atedifor trading on the New York Stock Exchange (tRYSE"). The Company will app
to the NYSE to list the additional shares of Comr&tock to be sold pursuant to any Prospectus Sogpie and the Company anticipates
that such shares will be so listed.

All shares of Common Stock issued will be duly awided, fully paid, and non-assessable. Distrimgimay be paid to the holders of
Common Stock if and when declared by the boardrettbrs of the Company out of funds legally avaliéetherefor. The Company intends to
continue to pay quarterly dividends.

Under Maryland law, stockholders are generallyliadiie for the Company's debts or obligationshd Company is liquidated, subject to the
right of any holders of preferred stock, if anyréaeive preferential distributions, each outstagdihare of Common Stock will be entitled to
participate pro rata in the assets remaining afigment of, or adequate provision for, all knowbtdeand liabilities of the Company.

The Articles of Incorporation of the Company pravidr the board of directors to be divided intcethclasses of directors, each class to
consist as nearly as possible of one-third of ihectbrs. At each annual meeting of stockholdérs,dass of directors to be elected at such
meeting will be elected for a three-year term dradirectors in the other two classes will contiueffice. The overall effect of the
provisions in the Articles of Incorporation withspect to the classified board may be to render miffieult a change of control of the
Company or removal of incumbent management. Holde&ommon Stock have no right to cumulative votiogthe election of directors.
Consequently, at each annual meeting of stockhmldee holders of a plurality of the shares of CamrBtock are able to elect all of the
successors of the class of directors whose terrinesxat that meeting. Directors may be removed @orlgause and only with the affirmative
vote of the holders of two-thirds of the sharesayfital stock entitled to vote in the election okdtors.
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Certain Provisions Affecting Change of Control

General. Pursuant to the Company's Articles of ijpa@ation and the Maryland general corporation (the "MGCL"), the Company cannot
merge into or consolidate with another corporatioenter into a statutory share exchange transattiovhich it is not the surviving entity or
sell all or substantially all of the assets of @@mpany unless the board of directors adopts dutémo declaring the proposed transaction
advisable and a majority of stockholders entitte@dte thereon (voting together as a single clagpjove the transaction. In addition, the
Operating Partnership Agreement requires that aoly merger (unless the surviving entity contribugigisstantially all of its assets to the
Operating Partnership for Common Units) or salalbdr substantially all of the assets of the OpirgaPartnership be approved by a majority
of the holders of Common Units (including Commornitgowned by the Company).

Maryland Business Combination and Control Shareu&ts. The MGCL establishes special requiremerits espect to business
combinations between Maryland corporations andésted stockholders unless exemptions are appdicAbhong other things, the law
prohibits for a period of five years a merger atfteo specified or similar transactions betweenragany and an interested stockholder and
requires a supermajority vote for such transactaites the end of the five-year period. The Compmnayticles of Incorporation contain a
provision exempting the Company from the requiret®@nd provisions of the Maryland business comhinattatute. There can be no
assurance that such provision will not be amendedpealed at any point in the future.

The MGCL also provides that control shares of ayNéend corporation acquired in a control share agitjoh have no voting rights except to
the extent approved by a vote of two-thirds ofubtes entitled to be cast on the matter, excludhmyes owned by the acquiror or by officers
or directors who are employees of the Company.cbimrol share acquisition statute does not appshtires acquired in a merger,
consolidation or share exchange if the Companypiarty to the transaction, or to acquisitions apptoor exempted by the Articles of
Incorporation or bylaws of the Company. The Comfmbylaws contain a provision exempting from thatoal share acquisition statute any
and all acquisitions by any person of the Compastgisk. There can be no assurance that such prowsll not be amended or repealed, in
whole or in part, at any point in the future.

The Company's Articles of Incorporation (includithg provision exempting the Company from the Margll@usiness combination statute)
may not be amended without the affirmative votatdast a majority of the shares of capital stmatstanding and entitled to vote thereon
voting together as a single class, provided thdaaireprovisions of the Articles of Incorporatioragnnot be amended without the approval of
the holders of twdhirds of the shares of capital stock of the Conypautstanding and entitled to vote thereon votoggther as a single cla
The Company's bylaws may be amended by the boatilewitors or a majority of the shares cast of tedystock entitled to vote thereupon i
duly constituted meeting of stockholders.

If either of the foregoing exemptions in the Argislof Incorporation or bylaws is amended, the Margllbusiness combination statute or the
control share acquisition statute could have tfecebf discouraging offers to acquire the Compang of increasing the difficulty of
consummating any such offer.

Ownership Limitations and Restrictions on Transfée the Company to remain qualified as a REITanntde Code, not more than 50% in
value of its outstanding shares of Common Stock beagwned, directly or indirectly, by five or fewiadividuals (defined in the Code to
include certain entities) during the last half dagable year, and such shares must be beneficwaited by 100 or more persons during at
least 335 days of a taxable year of 12 months onda proportionate part of a shorter taxable y&arensure that the Company remains a
qualified REIT, the Articles of Incorporation prolé that no holder (other than persons approvetidgirectors at their option and in their
discretion) may own, or be deemed to own by vidfithe attribution provisions of the Code, morentl8a8% (the "Ownership Limit") of the
issued and outstanding capital stock of the Compahg board of directors may waive the Ownershipitif evidence satisfactory to the
board of directors and the Company's tax coungaiesented that the changes in ownership will aopardize the Company's status as a
REIT.

If any stockholder purports to transfer sharespem@on and either the transfer would result inGbenpany failing to qualify as a REIT, or
stockholder knows that such transfer would causdrinsferee to hold more than the Ownership Lithé,purported transfer shall be null :
void, and the stockholder will be deemed not toehiaansferred the shares.
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In addition, if any person holds shares of cagitatk in excess of the Ownership Limit, such pemsdinbe deemed to hold the excess shares
in trust for the Company, will not receive distrilmns with respect to such shares and will notriiéled to vote such shares. The person will
be required to sell such shares to the Companthéolesser of the amount paid for the shares amdvhrage closing price for the 10 trading
days immediately preceding the redemption or tbsselh shares at the direction of the Company,hitkvcase the Company will be
reimbursed for its expenses in connection withséile and will receive any amount of such proceleasexceeds the amount such person paic
for the shares. If the Company repurchases sualeshamay pay for the shares with Common Unitse foregoing restrictions on
transferability and ownership will not apply if tbeard of directors and the stockholders (by tfienadtive vote of the holders of two-thirds

of the outstanding shares of capital stock entittedote on the matter) determine that it is naylemin the best interests of the Company to
continue to qualify as a REIT.

All certificates representing shares of Common Btoear a legend referring to the restrictions dbsdrabove.

Every beneficial owner of more than 5% (or suchdoywercentage as required by the Code or regusatimreunder) of the issued and
outstanding shares of capital stock must file dteminotice with the Company no later than Jan@argf each year, containing the name and
address of such beneficial owner, the number afeshaf Common Stock and/or Preferred Stock owneldeagtescription of how the shares
are held. In addition, each stockholder shall logiired upon demand to disclose to the Company itingrsuch information as the Company
may request in order to determine the effect ohstockholder's direct, indirect and constructiweership of such shares on the Company's
status as a REIT.

These ownership limitations could have the effégrecluding acquisition of control of the Compdmnya third party unless the board of
directors and the stockholders determine that reaarice of REIT status is no longer in the bestasteof the Company.

Registrar and Transfer Agent
The Registrar and Transfer Agent for the CommonriSi® First Union National Bank, Charlotte, NortharGlina.
FEDERAL INCOME TAX CONSIDERATIONS

The following summary of certain Federal income ¢arsiderations to the Company is based on culaentis for general purposes only, and
is not tax advice. The summary addresses the rabEerderal income tax considerations relating éo@ompany's REIT status, as well as
material Federal income tax considerations relatindpe Operating Partnership. The tax treatmeattodlder of any of the Securities will vi
depending upon the terms of the specific securdgegiired by such holder, as well as his particsitaiation, and this discussion does not
attempt to address any aspects of Federal incaxaéda relating to holders of Securities. Certaguéral income tax considerations relevant
to holders of the Securities will be provided ie tipplicable Prospectus Supplement relating thereto

EACH INVESTOR IS ADVISED TO CONSULT HIS OR HER OWRNAX ADVISOR REGARDING THE TAX CONSEQUENCES TO
HIM OR HER OF THE PURCHASE, OWNERSHIP AND SALE OHE OFFERED SECURITIES, INCLUDING THE FEDERAL,
STATE, LOCAL, FOREIGN AND OTHER TAX CONSEQUENCES (BUCH PURCHASE, OWNERSHIP AND SALE AND OF
POTENTIAL CHANGES IN APPLICABLE TAX LAWS.

Taxation of the Company as a REIT

General. Commencing with its taxable year endeceBer 31, 1994, the Company has elected to be texadeal estate investment trust
under sections 856 through 860 of the Code. Theganmbelieves that, commencing with its taxable yealed December 31, 1994, it has
been organized and has operated in such a mantegaalify for taxation as a REIT under the Caaled the Company intends to continue to
operate in such a manner, but no assurance camdretbat it has operated or will operate in a neargo as to qualify or remain qualified.

These sections of the Code are highly technicalcanaplex. The following sets forth the materialests of the sections that govern the
Federal income tax treatment of a REIT and itskdtolders. This summary is qualified in its
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entirety by the applicable Code provisions, ruled egulations promulgated thereunder, and adméiige and judicial interpretation there

Smith Helms Mulliss & Moore, L.L.P. has acted as¢aunsel to the Company in connection with therifig of the Securities and the
Company's election to be taxed as a REIT and impir@on of Smith Helms Mulliss & Moore, L.L.P., momencing with the Company's
taxable year ended December 31, 1994, the Compmspden organized and has operated in conformitythe requirements for
qualification and taxation as a REIT under the Caael the Company's current organization and pexpogethod of operation will enable it
to continue to meet the requirements for qualifaraaind taxation as a REIT under the Code. Thiriopiis based on the factual
representations of the Company concerning its legsiand properties. Moreover, such qualificatiahtaration as a REIT depends upon the
Company's ability to meet the various qualificatieats imposed under the Code discussed belowcontauing basis, through actual annual
operating results, distribution levels and diversit stock ownership. Accordingly, no assurance leaigiven that the actual results of the
Company's operations for any particular taxable yet satisfy such requirements.

Federal Income Taxation of the Company

If the Company qualifies for taxation as a REITgenerally will not be subject to Federal corpoiat®me tax on that portion of its ordinary
income or capital gain that is currently distritiite stockholders. The REIT provisions of the Cgdeerally allow a REIT to deduct
distributions paid to its stockholders substantialiminating the Federal "double taxation" on éags (once at the corporate level when
earned and once again at the stockholder level wistributed) that usually results from investmdnta corporation. Nevertheless, the
Company will be subject to Federal income tax dlevies: First, the Company will be taxed at regudarporate rates on its undistributed R
taxable income, including undistributed net cagihs. Second, under certain circumstances, thep@oy may be subject to the "alternative
minimum tax" as a consequence of its items of tatgpence. Third, if the Company has net incommftbe sale or other disposition of
"foreclosure property" that is held primarily fale to customers in the ordinary course of businesgher non-qualifying income from
foreclosure property, it will be subject to taxla highest corporate rate on such income. Foifitte Company has net income from
prohibited transactions (which are, in generaltaiersales or other dispositions of property othan foreclosure property held primarily for
sale to customers in the ordinary course of busjpasich income will be subject to a 100% tax.hFiftthe Company should fail to satisfy
either of the 75% or 95% gross income tests (dsmli®elow) but has nonetheless maintained itsfouadion as a REIT because certain other
requirements have been met, it will be subject 10@% tax on the net income attributable to theigreof the amount by which the Company
fails either the 75% or 95% test, multiplied byraction intended to reflect the Company's profitghiSixth, if the Company fails to

distribute during each year at least the sum @56 of its ordinary income for such year, (ii) 98%its capital gain net income for such year
and (iii) any undistributed taxable income fromopiperiods, the Company will be subject to a 4%sxtax on the excess of such required
distribution over the amounts actually distribut8dventh, if the Company should acquire any asset & C corporation (i.e., a corporation
generally subject to full corporate-level tax) icaryover-basis transaction and the Company sulesely recognizes gain on the disposition
of such asset during the 10-year period (the "Reitiog Period") beginning on the date on which éisset was acquired by the Company,
then, to the extent of the excess of (a) the fairket value of the asset as of the beginning oafi@icable Recognition Period over (b) the
Company's adjusted basis in such asset as of therieg of such Recognition Period (the "Built-Imi@"), such gain will be subject to tax at
the highest regular corporate rate, pursuant tdgimes issued by the IRS (the "Built-In Gain RUjes

Requirements for Qualification

To qualify as a REIT, the Company has elected tedoeeated and must meet the requirements, disgidow, relating to the Company's
organization, sources of income, nature of assetgestributions of income to stockholders.

Organizational Requirements. The Code defines & REla corporation, trust or association: (i) teahanaged by one or more trustees or
directors,

(i) the beneficial ownership of which is evidendadtransferable shares or by transferable ceatéig of beneficial interest, (iii) that would
taxable as a domestic corporation but for the REefuirements, (iv) that is neither a financial itngton nor an insurance company subject to
certain provisions of the Code, (v) the benefioiahership of which is held by 100 or more persams] (vi) during the last half of each
taxable year not more than 50% in value of thetanting stock of which is owned, directly or inditlg, through the application of certain
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attribution rules, by five or fewer individuals (dsfined in the Code to include certain entitiés)addition, certain other tests regarding the
nature of its income and assets, described belsw naust be satisfied. The Code provides that ¢mmdi (i) through (iv), inclusive, must be
met during the entire taxable year and that caonlifr) must be met during at least 335 days okalie year of 12 months, or during a
proportionate part of a taxable year of less thambnths. For purposes of conditions (v) and @énsion funds and certain other tax-exempt
entities are treated as individuals or persongestito a "look-through" exception in the case afdition (vi). In addition, the Company's
Articles of Incorporation currently include certastrictions regarding transfer of its Common 8fechich restrictions are intended (among
other things) to assist the Company in continumgatisfy conditions (v) and (vi) above.

In the case of a REIT that is a partner in a pastrip, Treasury Regulations provide that the REITlve deemed to own its proportionate
share of the assets of the partnership and willdemed to be entitled to the income of the partigittributable to such share. In addition,
the character of the assets and gross income giattieership retain the same character in the hafidfee REIT for purposes of Section 85¢
the Code, including satisfying the gross incoméstaad asset tests. Thus, the Company's propaetishare of the assets, liabilities and it

of income of the Operating Partnership (including ©Operating Partnership's share of the assetiaduildies and items of income with
respect to any partnership in which it holds aariest) will be treated as assets, liabilities aaohs of income of the Company for purposes of
applying the requirements described herein.

Income Tests. In order to maintain qualificatioredREIT, the Company annually must satisfy threesgincome requirements. First, at least
75% of the Company's gross income (excluding grassme from prohibited transactions) for each téagear must be derived directly or
indirectly from investments relating to real prageincluding investments in other REITs, or modga on real property (including "rents
from real property" and, in certain circumstangetgrest) or from certain types of temporary inmestits. Second, at least 95% of the
Company's gross income (excluding gross income fyoohibited transactions) for each taxable yeartrhaglerived from such real property
investments, dividends, interest and gain fromstile or disposition of stock or securities (or frany combination of the foregoing). Third,
short-term gain from the sale or other disposibbstock or securities, gain from prohibited trasti&ms and gain on the sale or other
disposition of real property held for less thanrfgears (apart from involuntary conversions anésalf foreclosure property) must represent
less than 30% of the Company's gross income (iimgdugiross income from prohibited transactions)dach taxable year.

Rents received by the Company will qualify as "seindbm real property" in satisfying the gross in@raquirements for a REIT described
above only if several conditions are met. First, dmount of rent must not be based in whole oan @gn the income or profits of any person.
However, an amount received or accrued generallynoi be excluded from the term "rents from reagerty” solely by reason of being
based on a fixed percentage or percentages opteawisales. Second, the Code provides that recé$ved from a tenant will not qualify as
"rents from real property" in satisfying the grassome tests if the REIT, or an owner of 10% of enof the REIT, directly or constructively
owns 10% or more of such tenant (a "Related Paghamt"). Third, if rent attributable to personabperty, leased in connection with a lease
of real property, is greater than 15% of the togak received under the lease, then the portioemdfattributable to such personal property
not qualify as "rents from real property." Finalfgr rents received to qualify as "rents from neaperty,” the REIT generally must not
operate or manage the property or furnish or readeiices to the tenants of such property, othar through an independent contractor from
whom the REIT derives no revenue, provided, howeher Company may directly perform certain servited are "usually or customarily
rendered" in connection with the rental of spageofcupancy only and are not otherwise considemeadered to the occupant” of the

property.

The Company does not currently charge and doeantmipate charging rent that is based in wholm grart on the income or profits of any
person. The Company also does not anticipate aiifiéving rent attributable to personal properysied in connection with real property that
exceeds 15% of the total rents or receiving remhfRelated Party Tenants.

The Operating Partnership does provide certainseswith respect to the Properties. The Compaligyes that the services with respect to
the Properties that are and will be provided diyesite usually or customarily rendered in connettigth the rental of space for occupancy
only and are not otherwise rendered to particélaants and therefore that the provision of suchices will not cause rents received with
respect to the Properties to fail to qualify agsdrom real property. Services with respect toRheperties that the Company believes may
be provided by the Company or the
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Operating Partnership directly without jeopardizithg qualification of rent as "rents from real peadp" will be performed by independent
contractors.

The Operating Partnership and the Company recea®ih consideration of the performance of propmpagement and brokerage and
leasing services with respect to certain Propenigowned entirely by the Operating PartnershimhSees will not qualify under the 75% or
the 95% gross income tests. The Operating Partipeatdo may receive certain other types of inconté vespect to the properties it owns
that will not qualify for either of these tests.dddition, distributions on the Operating Partngy'ststock in Highwoods Services and its
allocable portion of the income earned by Forsy¢nt€r Brokerage will not qualify under the 75% groxome test. The Company believes,
however, that the aggregate amount of such feestied nongqualifying income in any taxable year will not caitbe Company to exceed
limits on non-qualifying income under either thé/@dr the 95% gross income test.

If the Company fails to satisfy one or both of ##%6 or 95% gross income tests for any taxable yearay nevertheless qualify as a REIT
that year if it is eligible for relief under cemgprovisions of the Code. These relief provisionislve generally available if (i) the Company's
failure to meet these tests was due to reasonahkecand not due to willful neglect,

(i) the Company attaches a schedule of the sowtiés income to its Federal income tax return éiigany incorrect information on the
schedule is not due to fraud with intent to evade It is not possible, however, to state whethall circumstances the Company would be
entitled to the benefit of these relief provisioRer example, if the Company fails to satisfy thesg income tests because non-qualifying
income that the Company intentionally incurs exsethé limits on such income, the IRS could conclinde¢ the Company's failure to satisfy
the tests was not due to reasonable cause. Assded@bove in " -- Federal Income Taxation of then@any,” even if these relief provisions
apply, a tax would be imposed with respect to theess net income. No similar mitigation provisionyides relief if the Company fails the
30% income test, and in such case, the Companydwmalse to qualify as a REIT.

Asset Tests. At the close of each quarter of kalike year, the Company also must satisfy thrds tekating to the nature and diversification
of its assets. First, at least 75% of the valutefCompany's total assets must be representeshbgstate assets, including shares in other
REITs, cash, cash items and government securgssond, no more than 25% of the Company's totatassay be represented by securities
other than those in the 75% asset class. Thirtheoinvestments included in the 25% asset classyalue of any one issuer's securities owned
by the Company may not exceed 5% of the valuesfdbmpany's total assets, and the Company maywohwre than 10% of any one
issuer's outstanding voting securities.

The 5% test must generally be met for any quantertiich the Company acquires securities of an isguaus, this requirement must be
satisfied not only on the date on which the Compaeuired the securities of Highwoods Servicesalsd each time the Company increases
its ownership of its respective securities (inchgdas a result of increasing its interest in ther@fing Partnership as limited partners exercise
their redemption rights). Although the Company plémtake steps to ensure that it satisfies thev&lte test for any quarter with respect to
which retesting is to occur, there can be no asserthat such steps will always be successful bnaf require a reduction in the Company's
overall interest in Highwoods Services.

The Operating Partnership owns 100% of the nongattock and 1% of the voting stock of Highwoodsviders, and by virtue of its
ownership of Common Units, the Company will be ¢dased to own its pro rata share of such stock."$Sbe Company and the Operating
Partnership." Neither the Company nor the Opera@adnership, however, will own more than 1% ofibéng securities of Highwoods
Services. In addition, the Company and its senianagement do not believe that the Company's pacsteaire of the value of the securities of
Highwoods Services exceeds 5% of the total valua®fCompany's assets. The Company's belief islhaggart upon its analysis of the
estimated value of the securities of Highwoods 8es/owned by the Operating Partnership relativiéoestimated value of the other assets
owned by the Operating Partnership. No indepenaepitaisals will be obtained to support this cornolusand Smith Helms Mulliss &

Moore, L.L.P., in rendering its opinion as to thealification of the Company as a REIT, is relyingtbe conclusions of the Company and its
senior management as to the value of the secuoitielighwoods Services. There can be no assur&woeegver, that the IRS might not
contend that the value of such securities helcthbyGompany (through the Operating Partnership)edsthe 5% value limitation.
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After initially meeting the asset tests at the elo any quarter, the Company will not lose itsustaas a REIT for failure to satisfy the asset
tests at the end of a later quarter solely by rea$@hanges in asset values. If the failure tsfathe asset tests results from an acquisition of
securities or other property during a quarter féilere can be cured by disposition of sufficienhrqualifying assets within 30 days after the
close of that quarter. The Company intends to mairadequate records of the value of its assetagare compliance with the asset tests and
to take such other actions within 30 days afterctbee of any quarter as may be required to cuysmancompliance.

Annual Distribution Requirements. In order to beethas a REIT, the Company is required to distelaitidends (other than capital gain
dividends) to its stockholders in an amount attlegsial to (a) the sum of (i) 95% of the CompahREIT taxable income" (computed withc
regard to the dividends-paid deduction and the Gays capital gain) and (ii) 95% of the net incorhany, from foreclosure property in
excess of the special tax on income from foreclguoperty, minus (b) the sum of certain itemsaf-eash income. Such distributions must
be paid in the taxable year to which they relaténahe following taxable year, if declared beftine Company timely files its Federal income
tax return for such year and if paid on or beftnefirst regular dividend payment after such dedian. Even if the Company satisfies the
foregoing distribution requirements, to the extatt the Company does not distribute all of itsasgtital gain or "REIT taxable income" as
adjusted, it will be subject to tax thereon at tagaapital gains or ordinary corporate tax rakegthermore, if the Company should fail to
distribute during each calendar year at least tine af (a) 85% of its ordinary income for that year,

(b) 95% of its capital gain net income for thatiyaad (c) any undistributed taxable income fronoipperiods, the Company would be subject
to a 4% excise tax on the excess of such requistdhdition over the amounts actually distributedaddition, during its Recognition Period,
if the Company disposes of any asset subject t8thile In Gain Rules, the Company will be required, punéta guidance issued by the IF

to distribute at least 95% of the Built-In Gaintéaftax), if any, recognized on the dispositiortref asset.

The Company intends to make timely distributiorlicient to satisfy the annual distribution requirents. In this regard, the Operating
Partnership Agreement authorizes the Company, merglepartner, to take such steps as may be negdéeszmuse the Operating Partnership
to distribute to its partners an amount sufficienpermit the Company to meet these distributigquiements.

It is expected that the Company's REIT taxablenmeavill be less than its cash flow due to the allose of depreciation and other non-cash
charges in computing REIT taxable income. Accorljinthe Company anticipates that it will generdigve sufficient cash or liquid assets to
enable it to satisfy the 95% distribution requireindt is possible, however, that the Company, ftone to time, may not have sufficient c:
or other liquid assets to meet the 95% distributguirement or to distribute such greater amoamhay be necessary to avoid income and
excise taxation, due to timing differences between

(i) the actual receipt of income and the actuahpanyt of deductible expenses and (ii) the inclusibsuch income and the deduction of such
expenses in arriving at taxable income of the Caompar as a result of nondeductible cash experelitauch as principal amortization or
capital expenditures in excess of noncash dedigctiarthe event that such timing differences octhe,Company may find it necessary to
arrange for borrowings or, if possible, pay taxatteck dividends in order to meet the distributiequirement.

Under certain circumstances, the Company may ketalkectify a failure to meet the distribution ueement for a year by paying "deficier
dividends" to stockholders in a later year, whiciyrbe included in the Company's deduction for d@inids paid for the earlier year. Thus, the
Company may be able to avoid being taxed on amadalisiisbuted as deficiency dividends. The Compailly thowever, be required to pay
interest based upon the amount of any deductiamtédr deficiency dividends.

Failure to Qualify

If the Company fails to qualify for taxation as &IR in any taxable year and the relief provisionsnidt apply, the Company will be subjec
tax (including any applicable alternative minimua)ton its taxable income at regular corporatestddéstributions to stockholders in any
year in which the Company fails to qualify will ne¢ deductible by the Company nor will they be memfito be made. In such event, to
extent of current or accumulated earnings and tstcdll distributions to stockholders will be dieitds, taxable as ordinary income, except
that, subject to certain limitations of the Coderporate distributees may be eligible for the dividsreceived deduction. Unless the Comg.

is entitled to relief under specific statutory pgions, the Company also will be disqualified frtamation as a REIT for the four taxable years
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following the year during which qualification wasst. It is not possible to state whether in alkwinstances the Company would be entitle
such statutory relief. For example, if the Compéails to satisfy the gross income tests becauseguatifying income that the Company
intentionally incurs exceeds the limit on such imep the IRS could conclude that the Company'sriailo satisfy the tests was not due to
reasonable cause.

Taxation of U.S. Stockholders

As used herein, the term "U.S. Stockholder" meamsl@er of Common Stock that (for Federal incomeparposes) (a) is a citizen or resic
of the United States, (b) is a corporation, paghigr or other entity created or organized in orartle laws of the United States or of any
political subdivision thereof or (c) is an estatesubject to certain limitations, a trust, thedme of which is subject to Federal income
taxation regardless of its source. For any taxgbée for which the Company qualifies for taxatieneaREIT, amounts distributed to taxable
U.S. Stockholders will be taxed as discussed below.

Distributions Generally. Distributions to U.S. Stbolders, other than capital gain dividends diseddselow, will constitute dividends up to
the amount of the Company's current or accumulededings and profits and, to that extent, will éeable to the stockholders as ordinary
income. These distributions are not eligible far thividends-received deduction for corporationstfi@mextent that the Company makes a
distribution in excess of its current or accumudagarnings and profits, the distribution will beated first as a tax-free return of capital,
reducing the tax basis in the U.S. Stockholdersi@on Stock, and the distribution in excess of saadis will be taxable as gain realized
from the sale of its Common Stock. Dividends deddry the Company in October, November or Decerobany year payable to a
stockholder of record on a specified date in arghsuonth shall be treated as both paid by the Cagnpad received by the stockholders on
December 31 of the year, provided that the dividear@ actually paid by the Company during Januftigeofollowing calendar year.
Stockholders are not allowed to include on theindv@deral income tax returns any tax losses o€trapany.

The Company will be treated as having sufficiemhesys and profits to treat as a dividend any itigtion by the Company up to the amount
required to be distributed in order to avoid impiosi of the 4% excise tax discussed in " -- Federedme Taxation of the Company" above.
Moreover, any "deficiency dividend" will be treatad an ordinary or capital gain dividend, as tteegaay be, regardless of the Company's
earnings and profits. As a result, stockholders bayequired to treat certain distributions thatildaotherwise result in a tax-free return of
capital as taxable dividends.

Capital Gain Distributions. Distributions to U.So8kholders that are properly designated by the @y as capital gain distributions will be
treated as long-term capital gains (to the exteey o not exceed the Company's actual net cayzta) for the taxable year without regard to
the period for which the stockholder has held tosls However, corporate stockholders may be reguio treat up to 20% of certain capital
gain dividends as ordinary income. Capital gairid¢imds are not eligible for the dividends-receideduction for corporations.

Passive Activity Loss and Investment Interest Latiitns. Distributions from the Company and gaimfrie disposition of Common Stock
will not be treated as passive activity income, tredefore stockholders will not be able to apply gpassive losses" against such income.
Dividends from the Company (to the extent they dbaonstitute a return of capital) will generally treated as investment income for
purposes of the investment interest limitation; aagiital gain from the disposition of Common Stockcapital gain dividends generally will
be excluded from investment income.

Certain Dispositions of Shares. Losses incurrethersale or exchange of Common Stock held forthess six months (after applying certain
holding period rules) will be deemed long-term taldoss to the extent of any capital gain divideneceived by the selling stockholder from
those shares.

Treatment of Tax-Exempt Stockholders. Distributifnasn the Company to a tax-exempt employee pertsitt or other domestic taasxempt
stockholder generally will not constitute "unretateusiness taxable income" ("UBTI") unless the lsbatder has borrowed to acquire or carry
its Common Stock. Qualified trusts that hold mdrat 10% (by value) of the shares of certain REIay be required to treat a certain
percentage of such a REIT's distributions as UBTls requirement will apply only if (i) the REIT wiéd not qualify as such for Federal
income tax purposes but for the application ofe@Ktthrough" exception to the five or fewer reqomient applicable to shares held by
qualified trusts and (ii) the REIT
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is "predominantly held" by qualified trusts. A REd predominantly held if either (i) a single gfialil trust holds more than 25% by value of
the REIT interests or (ii) one or more qualifiedstis, each owning more than 10% by value of thelRfitkrests, hold in the aggregate more
than 50% of the REIT interests. The percentagepfREIT dividend treated as UBTI is equal to thigoraf (a) the UBTI earned by the REIT
(treating the REIT as if it were a qualified trastd therefore subject to tax on UBTI) to (b) thimaltgross income (less certain associated
expenses) of the REIT. A de minimis exception asplvhere the ratio set forth in the preceding smetés less than 5% for any year. For
these purposes, a qualified trust is any trustrdsest in

Section 401 (a) of the Code and exempt from taxeuection 501(a) of the Code. The provisions margiqualified trusts to treat a portion
of REIT distributions as UBTI will not apply if thREIT is able to satisfy the five or fewer requirsmwithout relying upon the "look-
through" exception. The restrictions on ownersHigommon Stock in the Articles of Incorporation gealy will prevent application of the
provisions treating a portion of REIT distributioas UBTI to tax-exempt entities purchasing Commtmtl§ absent a waiver of the
restrictions by the board of directors.

Special Tax Considerations for Non-U.S. Stockholder

The rules governing United States income taxatfamoa-resident alien individuals, foreign corpooats, foreign partnerships and foreign
trusts and estates (collectively, "Non-U.S. Stodt#tbis") are complex, and the following discussi®@imiended only as a summary of these
rules. Prospective Non-U.S. Stockholders shouldabnvith their own tax advisors to determine timpact of Federal, state and local income
tax laws on an investment in the Company, inclu@ing reporting requirements.

In general, Non-U.S. Stockholders will be subjecatdgular Federal income tax with respect to tieiestment in the Company if the
investment is "effectively connected" with the NOrs. Stockholder's conduct of a trade or businedse United States. A corporate Non-
U.S. Stockholder that receives income that isgdraated as) effectively connected with a U.Sletrar business may also be subject to the
branch profits tax under Section 884 of the Codachvis payable in addition to regular United Séatederal corporate income tax. The
following discussion will apply to Non-U.S.

Stockholders whose investment in the Company isoaffectively connected.

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 is not designated by the Compargy capital gain distribution will be treated a®adinary income dividend to the extent 1

it is made out of current or accumulated earnimgb@ofits. Generally, any ordinary income dividemidl be subject to a Federal income tax
equal to 30% of the gross amount of the dividendamthis tax is reduced by an applicable taxyre&ich a distribution in excess of the
Company's earnings and profits will be treated &issa return of capital that will reduce a Non-Us®ckholder's basis in its Common Stock
(but not below zero) and then as gain from theafigfpn of such shares, the tax treatment of whidescribed under the rules discussed
below with respect to dispositions of Common Stock.

Distributions by the Company that are attributablgain from the sale or exchange of a United Stedal property interest will be taxed to a
Non-U.S. Stockholder under the Foreign InvestmentaalfProperty Tax Act of 1980 ("FIRPTA"). Under FIR®, such distributions are
taxed to a Non-U.S. Stockholder as if the distiing were gains "effectively connected” with a @diStates trade or business. Accordingly,
a Non-U.S. Stockholder will be taxed at the norozdital gain rates applicable to a U.S. Stockholgebject to any applicable alternative
minimum tax and a special alternative minimum takhie case of non-resident alien individuals).

Although tax treaties may reduce the Company'shwitting obligations, the Company generally willfeguired to withhold from
distributions to Non-U.S. Stockholders, and remitite IRS, (i) 35% of designated capital gain divids (or, if greater, 35% of the amount of
any distributions that could be designated as abgéin dividends) and (ii) 30% of ordinary dividkenpaid out of earnings and profits. In
addition, if the Company designates prior distridns as capital gain dividends, subsequent didtabs, up to the amount of such prior
distributions, will be treated as capital gain damds for purposes of withholding. A distributionexcess of the Company's earnings and
profits will be subject to 30% dividend withholdini§ the amount of tax withheld by the Company wiéspect to a distribution to a Non-U.S.
Stockholder exceeds the stockholder's United Stakeability with respect to such distributiomet Non-U.S. Stockholder may file for a
refund of such excess from the IRS.
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Unless the Common Stock constitutes a "United Stegal property interest" within the meaning of PIR\, a sale of Common Stock by a
Non-U.S. Stockholder generally will not be subjecFderal income taxation. The Common Stock will cmistitute a United States real
property interest if the Company is a "domesticatiytrolled REIT." A domestically controlled REIF @ REIT in which at all times during a
specified testing period less than 50% in valuitso$hares is held directly or indirectly by NonSJStockholders. It is currently anticipated
that the Company will be a domestically controlREIT and therefore that the sale of Common Stodknet be subject to taxation under
FIRPTA. However, because the Common Stock will bieliply traded, no assurance can be given thaCtirapany will continue to be a
domestically controlled REIT. Notwithstanding tleedigoing, capital gains not subject to FIRPTA W#éltaxable to a Nob-S. Stockholder i
the Non-U.S. Stockholder is a non-resident alielividual who is present in the United States foB #l&ys or more during the taxable year
and certain other conditions apply, in which cédmerion-resident alien individual will be subjectt80% tax on his or her U.S. source capital
gains. If the Company were not a domestically ailgd REIT, whether a Non-U.S. Stockholder's sdl€@mmon Stock would be subject to
tax under FIRPTA as a sale of a United Statespmglerty interest would depend on whether the Com8tock were "regularly traded” on
an established securities market (such as the Na Stock Exchange) on which the Common Stock béllisted and on the size of the
selling stockholder's interest in the Companyhé gain on the sale of Common Stock were subjeetdation under FIRPTA, the Non-U.S.
Stockholder would be subject to the same treatmgmat U.S. Stockholder with respect to the gainjéstibo applicable alternative minimum
tax and a special alternative minimum tax in th&eaaf non-resident alien individuals). In additidistributions that are treated as gain from
the disposition of Common Stock and that are stitjetax under FIRPTA also may be subject to a 8d&mch profit tax when made to a
foreign corporate stockholder that is not entitieeither a reduced rate or an exemption undezaytr in any event, a purchaser of Common
Stock from a Non-U.S. Stockholder will not be reqdito withhold under FIRPTA on the purchase pifitke purchased Common Stock is
"regularly traded" on an established securitiesketaor if the Company is a domestically controlREIT. Otherwise, under FIRPTA the
purchaser of Common Stock from a Non-U.S. Stockérofday be required to withhold 10% of the purcharsee and remit this amount to the
IRS.

Information Reporting Requirements and Backup Withholding Tax

Under certain circumstances, U.S. Stockholders lmeagubject to backup withholding at a rate of 31%payments made with respect to, or
cash proceeds of a sale or exchange of, Commok.Rackup withholding will apply only if the holdéi) fails to furnish his or her taxpayer
identification number ("TIN") (which, for an indigial, would be his or her Social Security Number),

(i) furnishes an incorrect TIN, (iii) is notifiedy the IRS that he or she has failed to report @rggpayments of interest and dividends or is
otherwise subject to backup withholding or (iv) endertain circumstances, fails to certify, undenglties of perjury, that he or she has
furnished a correct TIN and (a) that he or shertwadeen notified by the IRS that he or she isextthp backup withholding for failure to
report interest and dividend payments or (b) tleadhshe has been notified by the IRS that he ®issho longer subject to backup
withholding. Backup withholding will not apply wittespect to payments made to certain exempt redfpisuch as corporations and tax-
exempt organizations.

U.S. Stockholders should consult their own tax said regarding their qualifications for exemptioonfi backup withholding and the
procedure for obtaining such an exemption. Backitphelding is not an additional tax. Rather, theoaimt of any backup withholding with
respect to a payment to a U.S. Stockholder wilhlimved as a credit against the U.S. Stockholdémited States Federal income tax liability
and may entitle the U.S. Stockholder to a refumdyioed that the required information is furnishiedhe IRS.

Additional issues may arise pertaining to inforroatreporting and backup withholding for Non-U.Soc&holders. Non-U.S. Stockholders
should consult their tax advisors with regard t8 Unformation reporting and backup withholding.

Tax Aspects of the Operating Partnership

General. Substantially all of the Company's investta are held through the Operating Partnershigeheral, partnerships are "pakssugh”
entities which are not subject to Federal income Rather, partners are allocated their proporteshares of the items of income, gain, loss,
deduction and credit of a partnership, and arerpiatiéy subject to tax thereon, without regard toether the partners receive a distribution
from the partnership. The Company includes inrit®me its proportionate share of the foregoing @®y Partnership items for purposes of
the various REIT income
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tests and in the computation of its REIT taxabtmime. Moreover, for purposes of the REIT asses tés¢ Company includes its
proportionate share of assets held by the Oper&antnership.

Tax Allocations with Respect to the Properties.sBant to Section 704(c) of the Code, income, dags and deduction attributable to
appreciated or depreciated property (such as thgelfies) that is contributed to a partnershipxichange for an interest in the partnership,
must be allocated in a manner such that the carinidp partner is charged with, or benefits fronspectively, the unrealized gain or
unrealized loss associated with the property atithe of the contribution. The amount of such utized gain or unrealized loss in generally
equal to the difference between the fair markatealf contributed property at the time of contribnf and the adjusted tax basis of such
property at the time of contribution (a "Book-TakfBrence"). Such allocations are solely for Fetigr@ome tax purposes and do not affect
the book capital accounts or other economic orllagangements among the partners. The Operatirigé?ship was formed by way of
contributions of appreciated property (including t#roperties). Consequently, the Operating Patipesgreement requires such allocations
to be made in a manner consistent with Sectioncj@f(the Code.

In general, the partners who have contributed peship interests in the Properties to the Operdiagnership (the "Contributing Partners™)
will be allocated lower amounts of depreciation wgns for tax purposes than such deductions woelifl determined on a pro rata basis
addition, in the event of the disposition of anytied contributed assets (including the Propertigsth have a Book-Tax Difference, all
income attributable to such Book-Tax Differencel wénerally be allocated to the Contributing Partnand the Company will generally be
allocated only its share of capital gains attribigao appreciation, if any, occurring after thesihg of any offering of Securities. This will
tend to eliminate the BooKax Difference over the life of the Operating Parship. However, the special allocation rules afttda 704(c) d«
not always entirely eliminate the Book-Tax Diffeceron an annual basis or with respect to a spdaif@ble transaction such a sale. Thus, the
carryover basis of the contributed assets in tmelfiaf the Operating Partnership will cause the amy to be allocated lower depreciation
and other deductions, and possibly amounts of taxabome in the event of a sale of such contrith@ssets in excess of the economic or
book income allocated to it as a result of such.skthis may cause the Company to recognize taxatdene in excess of cash proceeds,
which might adversely affect the Company's abilitgomply with the REIT distribution requiremenBee " --Requirements for Qualificatic
-- Annual Distribution Requirements."

Treasury Regulations under Section 704(c) of theeQarovide partnerships with a choice of severahous of accounting for Book-Tax
Differences, including retention of the "traditidmaethod" under current law, or the election oftaer methods which would permit any
distortions caused by a Bodlax Difference to be entirely rectified on an anrhesis or with respect to a specific taxable taatisn such as
sale. The Operating Partnership and the Company tietermined to use the "traditional method" farcamting for Book-Tax Differences
with respect to the Properties contributed to thgrfership. As a result of such determination ithistions to stockholders will be comprised
of a greater portion of taxable income rather thaaturn of capital. The Operating PartnershiptaerdCompany have not determined whic
the alternative methods of accounting for Book-Défferences will be elected with respect to Projsrtontributed to the Partnership in the
future.

With respect to any property purchased by the Qipgr&artnership, such property will initially hasdax basis equal to its fair market value
and
Section 704(c) of the Code will not apply.

Basis in Operating Partnership Interest. The Coiyipadjusted tax basis in its interest in the OfegaPartnership generally (i) will be equal
to the amount of cash and the basis of any otregrepty contributed to the Operating PartnershiphieyCompany, (ii) will be increased by (a)
its allocable share of the Operating Partnersimp@me and (b) its allocable share of indebtedné#ise Operating Partnership and (jii) will
be reduced, but not below zero, by the Companlgsatlle share of (a) losses suffered by the Opey&artnership, (b) the amount of cash
distributed to the Company and

(c) by constructive distributions resulting fromealuction in the Company's share of indebtednesiseoDperating Partnership.

If the allocation of the Company's distributive shaf the Operating Partnership's loss exceedadfusted tax basis of the Company's
partnership interest in the Operating Partnerghigprecognition of such excess loss will be detenetil such time and to the extent that the
Company has an adjusted tax basis in its partneistarest. To the extent that the Operating Peshig's distributions, or any decrease in the
Company's share of the indebtedness of the Opgratin
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Partnership (such decreases being considered alistishution to the partners), exceed the Comaagjusted tax basis, such excess
distributions (including such constructive disttiloms) constitute taxable income to the CompanyghSaxable income will normally be
characterized as a capital gain, and if the Conlpanterest in the Operating Partnership has be&hfar longer than the long-term capital
gains. Under current law, capital gains and ordifiacome of corporations are generally taxed astrae marginal rates.

Sale of the Properties. The Company's share ofrgalized by the Operating Partnership on the sisgdeny property held by the Operating
Partnership as inventory or other property helcharily for sale to customers in the ordinary cowfkthe Operating Partnership's trade or
business will be treated as income from a protdbitensaction that is subject to a 100% penalty$@e " -- Requirements for Qualification --
Income Tests." Such prohibited transaction incorag aiso have an adverse effect upon the Compalility o satisfy the income tests for
qualification as a REIT. Under existing law, whetheoperty is held as inventory or primarily foleséo customers in the ordinary course of
the Operating Partnership's trade or businessjigation of fact that depends on all the facts@mdimstances with respect to the particular
transaction. The Operating Partnership intendotd the Properties for investment with a view todeterm appreciation, to engage in the
business of acquiring, developing, owning, and atieg the Properties (and other properties) anddke such occasional sales of the
Properties, including peripheral land, as are atest with the Operating Partnership's investmabjeatives.

Other Tax Considerations

A portion of the amounts to be used to fund distidns to stockholders is expected to come fronQperating Partnership from distributic
on stock of Highwoods Services held by the Opegdiartnership. Highwoods Services will not quadifya REIT and will pay Federal, state
and local income taxes on its taxable income atnabrorporate rates. Any Federal, state or logadnme taxes that Highwoods Services is
required to pay will reduce the cash availabledistribution by the Company to its stockholders.

As described above, the value of the securitidsigfiwoods Services held by the Company cannot ek6ée of the value of the Company's
assets at a time when a Common Unit holder in ther&@ing Partnership exercises his or her redempigit (or the Company otherwise is
considered to acquire additional securities of Mighds Services). See " -- Federal Income TaxatidheoCompany." This limitation may
restrict the ability of Highwoods Services to inase the size of its business unless the valueeadtbets of the Company is increasing at a
commensurate rate.

State and Local Tax

The Company and its stockholders may be subjestiate and local tax in various states and localifiecluding those in which it or they
transact business, own property, or reside. Théréatment of the Company and the stockholderaéh gurisdictions may differ from the
Federal income tax treatment described above. Qoesdly, prospective stockholders should conselir thwn tax advisors regarding the
effect of state and local tax laws on an investnirethie Common Stock of the Company.

PLAN OF DISTRIBUTION

The Company and the Operating Partnership mayhsebecurities to one or more underwriters for jputiifering and sale by them or may
sell the Securities to investors directly or threagents or through a combination of any such nietficale. Any such underwriter or agent
involved in the offer and sale of the SecuritieB @ named in the applicable Prospectus Supplement

The distribution of Securities may be effected friome to time in transactions at a fixed price bc@s, which may be changed, at market
prices prevailing at the time of sale, at pricdatezl to such prevailing market prices or at negetl prices. The Company and the Operating
Partnership also may, from time to time, authoumderwriters acting as their agents to offer aridtise Securities upon the terms and
conditions as are set forth in the applicable Rross Supplement. In connection with the sale otiges, underwriters may be deemed to
have received compensation from the Company oDherating Partnership in the form of underwritingcdunts or commissions and may
also receive commissions from purchasers of Séesifior whom they may act as agent. Underwriterg sefl Securities to or through
dealers, and such
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dealers may receive compensation in the form afodists, concessions or commissions from the undteraand/or commissions from the
purchasers for whom they may act as agent.

Any underwriting compensation paid by the Companthe Operating Partnership to underwriters or eggnconnection with the offering of
Securities, and any discounts, concessions or cesionis allowed by underwriters to participatinglelesa are set forth in the applicable
Prospectus Supplement. Underwriters, dealers agtigarticipating in the distribution of the Setieis may be deemed to be underwriters,
and any discounts and commissions received by #retvany profit realized by them on resale of theuBtes may be deemed to be
underwriting discounts and commissions, under #gn@u8ties Act. Underwriters, dealers and agents beagntitled, under agreements entered
into with the Company and the Operating Partnergbipmdemnification against and contribution tod/aertain civil liabilities, including
liabilities under the Securities Act.

If so indicated in the applicable Prospectus Suppl&, the Company and the Operating Partnershiutihorize dealers acting as their
agents to solicit offers by certain institutiongtarchase Securities from them at the public affgprice set forth in such Prospectus
Supplement pursuant to Delayed Delivery Contrdésiftracts") providing for payment and deliverytbe date or dates stated in such
Prospectus Supplement. Each Contract will be faranunt not less than, and the aggregate prinaipalnt of Securities sold pursuant to
Contracts shall be not less nor more than, theeatie amounts stated in the applicable Prosp&itpplement. Institutions with whom
Contracts, when authorized, may be made includenceneial and savings banks, insurance companiesjgefunds, investment companies,
educational and charitable institutions, and othstitutions but will in all cases be subject te #ipproval of the Company and the Operating
Partnership. Contracts will not be subject to amyditions except (i) the purchase by an institutibthe Securities covered by its Contracts
shall not at the time of delivery be prohibited anthe laws of any jurisdiction in the United Sgate which such institution is subject, and (ii)
if the Securities are being sold to underwritens, Company and the Operating Partnership shall saldeto such underwriters the total
principal amount of the Securities less the priatgmount thereof covered by Contracts.

Certain of the underwriters and their affiliatesyn@ customers of, engage in transactions withpemfbrm services for the Company and the
Operating Partnership in the ordinary course offass.

EXPERTS

The consolidated financial statements and schexfiigghwoods Properties, Inc., incorporated hetsinmeference from the Company's
annual report (Form 10-K) for the year ended Deaam3ii, 1996, and of Highwoods/Forsyth Limited Parship, incorporated herein by
reference from the Operating Partnership's anmyadrt (Form 10-K) for the year ended December 9961 the financial statements with
respect to Anderson Properties, Inc. and the fimhstatements with respect to Century Center Ginaprporated herein by reference from
the Company's current report on Form 8-K dated aign®, 1997 (as amended on Forms 8-K/A dated Fepiyal 997 and March 10, 1997),
the combined financial statements and schedulakinE: Smith for the year ended December 31, 1985rporated by reference from the
Company's current report on Form 8-K dated April996 (as amended on Forms 8-K/A filed June 3, H3fbJune 18, 1996), and the
Historical Summary of Gross Income and Direct OfiegaExpenses for certain properties owned by Taveec Corporation for the year
ended December 31, 1995, incorporated herein leyaete from the Company's Current Report on Fokrd@ted April 29, 1996 (as
amended on Forms 8-K/A filed June 3, 1996 and 1@p4.996), have been audited by Ernst & Young LibBependent auditors, as set forth
in their reports thereon included therein and ipoaaited herein by reference. Such financial statésrere incorporated herein by reference in
reliance upon such reports given upon the authofiguch firm as experts in accounting and auditing

The financial statements of Crocker Realty Trust, s of December 31, 1995 and for the year thded the financial statements of Croc

& Sons, Inc. as of December 31, 1994 and for tle $feen ended, and the financial statements ofkérdRealty Investors, Inc. as of
December 31, 1994 and 1993, and for each of thes yeahe two year period ended December 31, 1884e been incorporated by reference
herein from the Company's current report on Forkhdated April 29, 1996 (as amended on Forms 8-Ki&dfJune 3, 1996 and June 18,
1996), in reliance upon the reports of KPMG Peatwiiek LLP, independent certified public accountatmsorporated by reference herein,
and upon the authority of said firm as expertsdooanting and auditing.
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The combined financial statements of Southeasttir€alrp., AP Southeast Portfolio Partners, L.P. ARdFontaine 1l Partners, L.P. as of
December 31, 1994 and for the year ended Decenibd934, and the financial statements of AP FoetdinPartners, L.P. for the period
from October 28, 1993 (date of inception) througit®mber 31, 1993 incorporated herein by referemee the Company's current report on
Form 8-K dated April 29, 1996 (as amended on F@BfASA filed June 3, 1996 and June 18, 1996), haenbaudited by Deloitte & Touche
LLP, independent auditors, as set forth in thgdorés thereon included therein and incorporatedinhdry reference and are included in
reliance upon the reports of such firm given ugwirtauthority as experts in accounting and auglitin

The financial statements of AP Southeast Portfeaatners, L.P. for the period from its date of pteen (November 17, 1993) through
December 31, 1993 incorporated herein by referénooe the Company's current report on Form 8-K d&pd| 29, 1996 (as amended on
Forms 8-K/A filed June 3, 1996 and June 18, 198&ye been so included in reliance on the reporrick Waterhouse LLP, independent
accountants, given on the authority of said firneggserts in auditing and accounting.

LEGAL MATTERS

The validity of the Securities offered hereby isngegpassed upon for the Company and the Operatinmé&tship by Smith Helms Mulliss &
Moore, L.L.P., Raleigh, North Carolina. Certaindégatters will be passed upon for any underwritgeslers or agents by Andrews & Kurth
L.L.P., Washington, D.C.

In addition, the description of Federal income ¢arsequences contained in this Prospectus entifkdkral Income Tax Considerations" is
based upon the opinion of Smith Helms Mulliss & Mad_.L.P.
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PART Il
SUPPLEMENTAL INFORMATION

Item 14. Other Expenses of Issuance and Distributio

The expenses, other than underwriting discountscantmissions, in connection with the offering of gecurities being registered are set
forth below. All of such expenses are estimatesgpikthe Securities Act registration fee.

Securities Act registration fee................... $305,726
Legal fees and expenses...........cccccvvvvenennns 300,000
Printing fees. ..o 150,000
Accounting fees and expenses..........cccceeeuuees 150,000
New York Stock Exchange listing fees............... 91,000
Trustee expenses and fees........cccccccvveeeenn. 22,500
Fees of rating agencies............cccccceeevinne 150,000
Miscellaneous..........cceeevviiiieeiiiiieneene 30,774
TOTAL. it $1,200,000

Item 15. Indemnification of Directors and Officers

The Company's officers and directors are and wilifdlemnified against certain liabilities in accande with the MGCL, the Articles of
Incorporation and bylaws of the Company and ther@pey Partnership Agreement. The Articles of Ipmoation require the Company to
indemnify its directors and officers to the fullestent permitted from time to time by the MGCL.€eTMGCL permits a corporation to
indemnify its directors and officers, among othagginst judgments, penalties, fines, settlemerms@asonable expenses actually incurre
them in connection with any proceeding to whictytheay be made a party by reasons of their sermitledse or other capacities unless it is
established that the act or omission of the direat@fficer was material to the matter giving risghe proceeding and was committed in bad
faith or was the result of active and deliberaghdnesty, or the director or officer actually reeei an improper personal benefit in money,
property or services, or in the case of any crifimaceeding, the director or officer had reasoealsiuse to believe that the act or omission
was unlawful.

The Operating Partnership Agreement also providemtiemnification of the Company and its officarsl directors to the same extent
indemnification is provided to officers and direst@f the Company in its Articles of Incorporatiand limits the liability of the Company al
its officers and directors to the Operating Paghgr and its partners to the same extent liabdlftgfficers and directors of the Company to
Company and its stockholders is limited under tbenany's Articles of Incorporation.

Insofar as indemnification for liabilities arisimmder the Securities Act may be permitted to dine;tofficers or persons controlling the
Company pursuant to the foregoing provisions, thenfany has been informed that in the opinion ofSkeurities and Exchange
Commission such indemnification is against pubbtiqy as expressed in the Securities Act and isefoee unenforceable.

Iltem 16. Exhibits

Exhibit No. Descrip tion

1.1(1) Form of Underwriting Agreement for Debt S ecurities

1.2(1) Form of Underwriting Agreement for Common Stock, Preferred Stock and Depositary
Shares

2.1(2) Master Agreement of Merger and Acquisitio n by and among the Company, the
Operating Partnership, Eakin & Smith, Inc . and the partnerships and limited liability

companies listed therein
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2.2(3) Stock Purchase Agreement among AP CRTI Hold

Thomas J. Crocker, Barbara F. Crocker, Rich
and the Company and Cedar Acquisition Corpo

2.3(3) Agreement and Plan of Merger by and among t
and Cedar Acquisition Corporation, dated as

2.4(4) Contribution and Exchange Agreement by and
Operating Partnership and the Company, date

2.5(4) Master Agreement of Merger and Acquisition
Operating Partnership, Anderson Properties,
partnerships and limited liability companie

4.1(5) Indenture dated as of December 1, 1996,
between the Operating Partnership, the
Company and First Union National Bank of
North Carolina, as trustee

4.2(6) Articles Supplementary of the Company dated
of Series A Preferred Shares

4.3(7) Form of Designation Amendment relating to P

4.4(7) Form of Preferred Stock Certificate

4.5(7) Form of Deposit Agreement

5 Opinion of Smith Helms Mulliss & Moore, L.L
Securities being registered

8 Opinion of Smith Helms Mulliss & Moore, L.L
matters

12.1 Company's statement of computation of ratio

12.2 Operating Partnership's statement of comput

23.1 Consent of Smith Helms Mulliss & Moore, L.L
8)

23.2 Consent of Ernst & Young LLP

23.3 Consent of KPMG Peat Marwick LLP

23.4 Consent of Deloitte & Touche LLP

23.5 Consent of Price Waterhouse, LLP

24 Power of Attorney (included on page II-4)

25 (8) Statement of Eligibility of Trustee on Form

(1) Previously filed. See Registration Statem

(2)  Previously filed. See current report on F

(3) Previously filed. See current report on F

(4) Previously filed. See current report on F

(5) Previously filed. See current report on F
1996.

(6) Previously filed. See current report on F

(7)  To be filed by amendment or incorporated b
Securities.

(8) The Statement of Eligibility of Trustee on
Trustee has been previously filed. See the
of Highwoods/Forsyth Limited Partnership d
the event Debt Securities covered by a sep
are to be sold hereunder, the applicable S
Form T-1 will be filed by a current report

ings, L.P., AEW Partners, L.P.,

ard S. Ackerman and Robert E. Onisko
ration, dated April 29, 1996

he Company, Crocker Realty Trust, Inc.
of April 29, 1996

among Century Center group, the

d December 31, 1996

by and among the Company, the

Inc., Gene Anderson, and the

s listed therein, dated January 31, 1997

February 12, 1997 designating terms

referred Stock

.P., regarding the legality of the
.P., regarding certain Federal tax

s
ation of ratios
.P. (included as part of Exhibits 5 and

T-1

ent Nos. 333-3890 and 333-3890-01.

orm 8-K of Highwoods Properties, Inc. dated April 1
orm 8-K of Highwoods Properties, Inc. dated April 2
orm 8-K of Highwoods Properties, Inc. dated January
orm 8-K of Highwoods/Forsyth Limited Partnership da

orm 8-K of Highwoods Properties, Inc. dated Februar
y reference in connection with the offering of the

Form T-1 with respect to the
current report on Form 8-K/A
ated November 15, 1996. In
arate indenture and trustee
tatement of Eligibility on

on Form 8-K.

, 1996.

9, 1996.

9, 1997.

ted December 2,

y 12,1997.
applicable offered

Item 17. Undertakings
(a) The undersigned registrant hereby undertakes:
(1) To file, during any period in which offers ales are being made, a post-effective amendmehistoegistration statement:

-2



(i) To include any prospectus required by Sectida)(3) of the Securities Act;

(i) To reflect in the prospectus any facts or dsaarising after the effective date of the regtstrastatement (or the most recent post-effective
amendment thereof) which, individually or in thegegpate, represent a fundamental change in themiaton set forth in the registration
statement. Notwithstanding the foregoing, any iasesor decrease in volume of securities offerethéitotal dollar value of securities offered
would not exceed that which was registered) anddawyation from the low or high end of the estintateaximum offering range may be
reflected in the form of prospectus filed with Bemmission pursuant to Rule 424(b) if, in the aggte, the changes in volume and price
represent no more than a 20% change in the maxiaggregate offering price set forth in the "Caldolabf Registration Fee" table in 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 to such information in the regigtrastatement;

Provided, however, that the undertakings set forfbaragraphs 1(i) and 1(ii) shall not apply if theormation required to be included in a
post-effective amendment by those paragraphs imcwd in periodic reports filed with or furnishtedthe Commission by the registrant
pursuant to Section 13 or Section 15(d) of the Brge Act that are incorporated by reference inrdgsstration statement.

(2) That, for the purpose of determining any lidpilinder the Securities Act, each such pafftctive amendment shall be deemed to be ¢
registration statement relating to the securitiésred therein, and the offering of such securitiethat time shall be deemed to be the initial
bona fide offering thereof.

(3) To remove from registration by means of a pditetive amendment any of the securities beingsteged which remain unsold at the
termination of the offering.

(b) The undersigned registrants hereby further tiakle that, for purposes of determining any lipilinder the Securities Act, each filing of
the registrant's annual report pursuant to Sedt8fa) or Section 15(d) of the Exchange Act (andengtapplicable, each filing of an emplo
benefit plan's annual report pursuant to Sectiqd)1&f the Exchange Act) that is incorporated Hgmence in the registration statement shall
be deemed to be a new registration statementngladithe securities offered therein, and the ofteof such securities at that time shall be
deemed to be the initial bona fide offering thereof

(c) Insofar as indemnification for liability arigirunder the Securities Act may be permitted toatines, officers and controlling persons of the
registrants pursuant to the foregoing provisiongitberwise, the registrants have been advisedritthe opinion of the Securities and
Exchange Commission such indemnification is agginbtic policy as expressed in the Securities Ad &, therefore, unenforceable. In the
event that a claim for indemnification against slighilities (other than the payment by the registrof expenses incurred or paid by a
director, officer or controlling person of the rsigants in the successful defense of any actiaghpsproceeding) is asserted by such director,
officer or controlling person in connection withethecurities being registered, the registrants wiilless in the opinion of its counsel the
matter has been settled by controlling precedeibing to a court of appropriate jurisdiction theegtion whether such indemnification by it
against public policy as expressed in the Secarfigt and will be governed by the final adjudicatif such issue.

(d) The undersigned registrants hereby further rtakle that:

(1) For purposes of determining any liability untfee Securities Act, the information omitted frome form of prospectus filed as part of this
registration statement in reliance upon Rule 4304 eontained in a form of prospectus filed by thgistrant pursuant to Rule 424(b)(1) or
or 497(h) under the Securities Act shall be deetodxk part of this registration statement as oftitne it was declared effective.

(2) For the purpose of determining any liabilityden the Securities Act, each post-effective amemdrtihat contains a form of prospectus
shall be deemed to be a new registration staterakiing to the securities offered therein, anddfiering of such securities at that time shall
be deemed to be the initial bona fide offering ¢loér
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(e) If and when applicable, the undersigned regigsr hereby further undertake to file an applicafar the purpose of determining the
eligibility of the Trustee to act under subsectiahof Section 310 of the Trust Indenture Act (“Aéh accordance with the rules and
regulations prescribed by the Commission underi@e805(b)(2) of the Act.
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SIGNATURES

Pursuant to the requirements of the Securities ath registrant certifies that it has reasonatdargls to believe that it meets all of the
requirements for filing on Form S-3 and has dulysgal this registration statement to be signedsonehalf by the undersigned, thereunto
duly authorized, in the City of Raleigh, State afrth Carolina, on July 11, 1997.

HIGHWOODS PROPERTIES, INC.

By: /'s/ Ronald P. G bson
Ronal d P. G bson
Presi dent

HIGHWOODS/FORSYTH LIMITED PARTNERSHIP

By: Highwoods Properties, Inc., in its
capacity as General Partner

By: /'s/ Ronald P. G bson
Ronal d P. G bson
Presi dent

KNOW ALL MEN BY THESE PRESENTS, that we, the undgred officers and directors of Highwoods Propsttlac., hereby severally
constitute Ronald P. Gibson and Carman J. Liuzzbeath of them singly, our true and lawful attosyesth full power to them, and each of
them singly, to sign for us and in our names indhgacities indicated below, the registration statet filed herewith and any and all
amendments to said registration statement, andgn® do all such things in our names and oynacities as officers and directors to
enable Highwoods Properties, Inc. and HighwoodsAgbrLimited Partnership to comply with the prowiss of the Securities Act, and all
requirements of the Securities and Exchange Cononisisereby ratifying and confirming our signataethey may be signed by our said
attorneys, or any of them, to said registratiotesteent and any and all amendments thereto.

Pursuant to the requirements of the Securities thig,registration statement has been signed bjotlmving persons in the capacities and on
the dates indicated:

Signature Title Date

/sl O. Temple Sloan, Jr. Chairman of the Board of July 11, 1997
O. Temple Sloan, Jr. Direct ors

/sl Ronald P. Gibson President , Chief Executive July 11, 1997
Ronald P. Gibson Office r and Director

/s/ John L. Turner Vice Chai rman of the Board July 11, 1997
John L. Turner and Ch ief Investment Officer

/s/ Gene H. Anderson Senior Vi ce President and July 11, 1997
Gene H. Anderson Direct or
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/sl John W. Eakin
John W. Eakin

s/ William T. Wilson 11l
William T. Wilson Ill

/sl Thomas W. Adler
Thomas W. Adler

/s/ William E. Graham, Jr.

William E. Graham, Jr.

/sl L. Glenn Orr, Jr.
L. Glenn Orr, Jr.

/s/ Willard H. Smith Jr.
Willard H. Smith Jr.

/sl Stephen Timko
Stephen Timko

/sl Carman J. Liuzzo
Carman J. Liuzzo

Senior Vi ce President and
Direct or
Director
Director
Director
Director
Director
Director
Vice Pres ident and Chief
Financ ial Officer (Principal
Financ ial Officer and
Princi pal Accounting
Office r) and Treasurer
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July 11, 1997
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July 11, 1997

July 11, 1997



EXHIBIT 5
July 11, 1997

Highwoods Properties, Inc.
Highwoods/Forsyth Limited Partnership
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604

Re: $1,250,000 Aggregate Offering Price of Seasitf Highwoods Properties, Inc. and HighwoodsAgbrkimited Partnership
Ladies and Gentlemen:

We are acting as counsel for Highwoods Propetties, a Maryland corporation (the "Company"), andhvoods/Forsyth Limited
Partnership, a North Carolina limited partnersttiye ('Operating Partnership"), in connection witl #ielf registration by the Company and
the Operating Partnership of $1,250,000,000 in mari aggregate offering price of (i) shares of tlenPany's common stock, par value
$.01 per share (the "Common Stock"), (ii) shareamtional shares of the Company's preferred sftRieferred Stock"), (iii) shares of the
Company's Preferred Stock represented by depositanges ("Depositary Shares"), and (iv) debt seesrdf the Operating Partnership ("D
Securities"). The Common Stock, Preferred Stoclpd3gary Shares and Debt Securities are the subjectegistration statement (the
"Registration Statement”) filed by the Company #relOperating Partnership on Form S-3 under ther8ies Act of 1933, as amended (the
"Act").

In our capacity as your counsel in connection withh registration, we are familiar with the prodegd taken and proposed to be taken b
Company in connection with the authorization asdidgce of the Common Stock, Preferred Stock and&Xapy Shares, and by the
Operating Partnership in connection with the augadion and issuance of the Debt Securities, anthipurposes of this opinion, have
assumed such proceedings will be timely complaigtié manner presently proposed. In addition, we maade such legal and factual
examinations and inquiries, including an examirmatiboriginals or copies certified or otherwiseritliéed to our satisfaction of such
documents, corporate records and instruments, dmwedeemed necessary or appropriate for purpds$bs opinion.

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

(1) The Company has authority pursuant to its Agsof Incorporation to issue the shares of ComBimek to be registered under the
Registration Statement and (a) upon the adoptiaiméyBoard of Directors of a resolution in form awhtent required by applicable law, (b)
upon compliance with the applicable provisionshaf Act and such state "blue sky" or securities lasvenay be applicable and (c) upon
issuance and delivery of and payment for such shiardhe manner contemplated by the Registratiate8tent and/or the applicable
prospectus supplement, such shares of Common &itédie legally issued, fully paid and nonassessabl

(2) The Company has authority pursuant to its Agsof Incorporation to issue the shares of Prefe8tock to be registered under the
Registration Statement and (a) upon the adoptiaiméyBoard of Directors of a resolution in form ammhtent required by applicable law, (b)
upon compliance with the applicable provisionshaf Act and such state "blue sky" or securities lasvnay be applicable, (c) upon the
adoption by the Company's Board of Directors arddine execution and filing by the Company with Meryland State Department of
Assessments and Taxation the Articles Supplemesettablishing the preferences, limitations andiredasoting and other rights of each
series of Preferred Stock prior to issuance themadf(d) upon issuance and delivery of and payrfieersiuch shares in the manner
contemplated by the Registration Statement antéoapplicable prospectus supplement, such shafeefdrred Stock will be legally issued,
fully paid and nonassessable.

(3) The Company has authority pursuant to its Aeiof Incorporation to issue Depositary Shardsetoegistered under the Registration
Statement and when (a) a deposit agreement suibfliaas described in the Registrati



Statement has been duly executed and delivereldeb@dmpany and a depositary,

(b) the depositary receipts representing the DégugsShares in the form contemplated and authotigeslich deposit agreement have been
duly executed and delivered by such depositarydatidered to and paid for by the purchasers tharettife manner contemplated by the
Registration Statement and/or the applicable prisgesupplement and (c) all corporate action necgder the issuance of such Depositary
Shares and the underlying Preferred Stock hastagen (including but not limited to action estabirgy the preferences, limitations and
relative voting and other rights of such Prefer®&adck prior to issuance thereof), such Depositdigr&s will be legally issued and will entitle
the holders thereof to the rights specified indbposit agreement relating to such Depositary Share

(4) The Operating Partnership has authority toegbe Debt Securities to be registered under tlgisRation Statement and when (a) the
applicable provisions of the Act and such stateéldky" or securities laws as may be applicable teen complied with and (b) the Debt
Securities have been issued and delivered for \adumntemplated in the Registration Statemenh Babt Securities will be legally issued
and will be binding obligations of the OperatingtRarship and the Company, respectively.

To the extent that the obligations of the Compamgeun the deposit agreement or the obligationse@fXbmpany as guarantor and the
Operating Partnership as obligor under an indermayg be dependent upon such matters, we have ad$amaurposes of this opinion (i) tt
the applicable depositary or trustee, as the caselm, is duly organized, validly existing and ood standing under the laws of its
jurisdiction of organization and is duly qualifiemlengage in the activities contemplated by thdiegipe deposit agreement or indenture

the case may be, (ii) that such deposit agreemrd@ntlenture, as the case may be, has been dulgrizet, executed and delivered by and
constitutes the legal, valid and binding obligatidrsuch depositary or trustee, as the case magrierceable in accordance with its
respective terms, (i) that such depositary ostiee, as the case may be, is in compliance, génaral with respect to acting as a depositary
or trustee, respectively, under the applicable ditpgreement or indenture, with all applicabledamd regulations and (iv) that such
depositary or trustee has the requisite organizatiand legal power and authority to perform itBgattions under the applicable deposit
agreement or indenture, as the case may be.

The opinions set forth above are subject to thewiahg exceptions, limitations and qualificatiorfg:the effect of bankruptcy, insolvency,
reorganization, fraudulent conveyance, moratoriuratber similar laws now or hereafter in effecatalg to or affecting the rights and
remedies of creditors; (ii) the effect of genenahgiples of equity, whether enforcement is consdan a proceeding in equity or law, in the
discretion of the court before which any proceedhgyefor may be brought; (iii) the unenforceabpilinder certain circumstances under law
or court decisions of provisions providing for thdemnification of or contribution to a party witbspect to a liability where such
indemnification or contribution is contrary to pighpolicy; (iv) we express no opinion concerning #nforceability of the waiver of rights or
defenses contained in Section 514 of the Indenture;(v) we express no opinion with respect to Wwheacceleration of Debt Securities may
affect the collectibility of any portion of the gt principal amount thereof which might be detesenito constitute unearned interest thereon.

We consent to your filing this opinion as an exhibithe Registration Statement and to the referéaour firm under the caption "Legal
Matters" in the prospectus included therein.

Very truly yours,
SMITH HELMS MULLISS & MOORE, L.L.P.

/sl Smith Helms Mulliss & Moore, L.L.P.



EXHIBIT 8
July 11, 1997

Highwoods Properties, Inc.
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604

Re: $1,250,000,000 Aggregate Offering Price of S&ea (the "Securities") of Highwoods Propertigs;. (the"Company") and
Highwoods/Forsyth Limited Partnership

Ladies and Gentlemen:

In connection with the registration statement om#8-3 (the "Registration Statement") being filgdybu on or about July 11, 1997 with the
Securities and Exchange Commission regarding tistration of the Securities under the Securities @ 1933, as amended, you have
requested our opinion concerning certain of therfeldncome tax consequences to the Company efettion to be taxed as a real estate
investment trust. This opinion is based on varassumptions, and is conditioned upon certain reptatons made by the Company as to
factual matters through a certificate of an offiokthe Company (the "Officer's Certificate"). Iddition, this opinion is based upon the fac
representations of the Company concerning its legsiand properties as set forth in the Registr&iatement.

In our capacity as counsel to the Company, we haage such legal and factual examinations and iiegiincluding an examination of
originals or copies certified or otherwise idemtifito our satisfaction of such documents, corparaterds and other instruments, as we have
deemed necessary or appropriate for purposessobginion.

In our examinations, we have assumed the authgneitall documents submitted to us as origindle,denuineness of all signatures thereon,
the legal capacity of natural persons executing slecuments and the conformity to authentic origiteeuments of all documents submitted
to us as copies.

We are opining herein as to the effect on the sultjansaction only of the federal income tax lafthe United States and we express no
opinion with respect to the applicability thereto the effect thereon, of other federal laws, #wed of any other jurisdiction, the laws of any
state or as to any matters of municipal law orawes of any other local agencies within any state.

Based on the facts in the Registration Statemedhttaan Officer's Certificate, it is our opinion that

(1) Commencing with the Company's taxable yearrep@iecember 31, 1994, the Company has been orghimz®nformity with the
requirements for qualification as a "real estategtment trust," and its proposed method of opmratis described in the representations of
the Company referred to above, will enable it teetibe requirements for qualification and taxatsra "real estate investment trust" under
the Internal Revenue Code of 1986, as amendedCihee").

(2) The statements in the Registration Statemeriogé under the caption "Certain Federal Inconag Tonsiderations” to the extent such
information constitutes matters of law, summariekegal matters, or legal conclusions, have begeveed by us and are accurate in all
material respects.

No opinion is expressed as to any matter not désrliberein

This opinion is based on various statutory provisjaegulations promulgated thereunder and intepoas thereof by the Internal Revenue
Service and the courts having jurisdiction overhsmmatters, all of which are subject to change eitinespectively or retroactively. Also, any
variation or difference in the facts from thosefseth in the



Registration Statement or the Officer's Certificaitgy affect the conclusions stated herein. MoredherCompany's qualification and taxat
as a real estate investment trust depends updbdahmpany's ability to meet (through actual annua&raping results, distribution levels and
diversity of stock ownership) the various qualifioa tests imposed under the Code, the resultshaftwhave not and will not be reviewed by
Smith Helms Mulliss & Moore, L.L.P. Accordingly, ressurance can be given that the actual resultedompany's operation for any one
taxable year will satisfy such requirements.

This opinion is furnished only to you, and is sglfdr your use in connection with the RegistratBtatement. We hereby consent to the filing
of this opinion as an exhibit to the Registratidat&ment and to the use of our name under theorefitegal Matters" in the Registration
Statement.

Very truly yours,
SMITH HELMS MULLISS & MOORE, L.L.P.

/sl Smith Helms Mulliss & Moore, L.L.P.



HIGHWOODS PROPERTIES, INC.

RATIO OF EARNINGS TO COMBINED FIXED CHARGES
AND PREFERRED STOCK DIVIDENDS

T hree Months Ended
March 31, 1997 1996 1995 1994 1993 1992

Earnings(1)(2)
Income (loss) from continuing operations....... $19,554 $48,242  $28,934 $8,1 59 $(155) $(239)
Interest........ccooeeinenne. 11,460 24,699 12,101 4,9 55 5,185 5,059
Amortization of loan costs..................... 575 1,911 1,619 7 38 -- --
Total Earnings........ccoceeervevevnenene $31,589 $74,852  $42,654 $13,8 52 $5,030 $4,820
Fixed charges and preferred stock
dividends (2)
INtEreSt....cvvveiivieeirieieeeceeie $11,460 $24,699 $12,101 $49 55 $5,185 $5,059
Interest capitalized............c.ccceveeenns 645 2,935 507 17 16 --
Amortization of loan costs expensed............ 575 1,911 1,619 7 38 -- --
Amortization of loan costs capitalized......... -- -- -- -- -- --
Total fixed charges $12,680 $29,545  $14,227 $57 10 $5,201  $5,059
Preferred stock dividends.......... 1,407 -- - -- -- -
Ratio of earnings to fixed charge: 2.49 2.53 3.00 2. 43 0.97 0.95
Ratio of earnings to combined fixed charges

and preferred stock dividends............... 2.24 2.53 3.00 2. 43 0.97 0.95

(1) The calculation does not include amortizatibpreviously capitalized interest.
(2) On February 12, 1997, Highwoods Properties, issued 125,000 8 5/8% Series A Preferred Shat@sh was its first and, to date, only
issuance of preferred stoc



HIGHWOODS/FORSYTH LIMITED PARTNERSHIP

RATIO OF EARNINGS TO COMBINED FIXED CHARGES
AND PREFERRED STOCK DIVIDENDS

T hree Months Ended
March 31, 1997 1996 1995 1994 1993 1992

Earings(1)(2)
Income (loss) from continuing operations....... $19,077 $46,674  $28,934 $8,1 59 $(155) $(239)
Interest 11,460 23,360 12,101 4,9 55 5,185 5,059
Amortization of loan costs..................... 575 1,870 1,619 7 38 -- --
Total Earnings........ccoceeevvevevienene $31,112 $71,904 $42,654 $13,8 52 $5,030 $4,820
Fixed charges and preferred stock
dividends (2)
INtEreSt....cviieivieirieeeeeeie $11,460 $23,360 $12,101 $49 55 $5,185 $5,059
Interest capitalized 645 2,935 507 17 16 -
Amortization of loan costs expensed............ 575 1,870 1,619 7 38 -- --
Amortization of loan costs capitalized......... -- -- -- -- -- --
Total fixed charges $12,680 $28,165  $14,227 $57 10 $5,201 $5,059
Preferred stock dividends.... 1,407 -- - -- -- --
Ratio of earnings to fixed charges............. 2.45 2.55 3.00 2. 43 0.97 0.95
Ratio of earnings to combined fixed charges

and preferred stock dividends............... 2.21 2.55 3.00 2. 43 0.97 0.95

(1) The calculation does not include amortizatibpreviously capitalized interest.

(2) On February 12, 1997, Highwoods Properties, issued 125,000 8 5/8% Series A Preferred Shat@sh was its first and, to date, only
issuance of preferred stoc



EXHIBIT 23.2
CONSENT OF INDEPENDENT AUDITORS

We consent to the reference to our firm under #pion "Experts” in the Registration Statement gF&-3, No. 333- ) and related
Prospectus of Highwoods Properties, Inc. for thysteation of up to $830,000,000 of common stockferred stock and depositary shares
and Highwoods/Forsyth Limited Partnership for tbgistration of up to $420,000,000 of debt secuwiti¥e also consent to the incorporation
by reference therein of our reports (a) dated Faatyrii4, 1997, with respect to the consolidatedrfiie statements and schedule of
Highwoods Properties, Inc. included in its AnnuapRrt (Form 1K) for the year ended December 31, 1996 and (Bddaebruary 14, 199
with respect to the financial statements and sdeenfiHighwoods/Forsyth Limited Partnership incldde its Annual Report (Form 1K) for
the year ended December 31, 1996 and (c) dated Bprii996 with respect to the combined auditedrfial statements and schedule of
Eakin & Smith for the year ended December 31, liieluded in Highwoods Properties, Inc.'s Currenpéteon Form 8-K dated April 1,
1996 as amended on June 3, 1996 and June 18, 4896 a

(d) dated February 26, 1996 with respect to thaétedidHistorical Summary of Gross Income and Di@perating Expenses for certain
properties owned by Towermarc Corporation for tearyended December 31, 1995 included in HighwoodgeRties, Inc.'s Current Report
on Form 8-K dated April 29, 1996 as amended on 3ui®96 and June 18, 1996 and (e) dated Janua®®9Z and January 25, 1997 with
respect to the Combined Statements of Revenue€aridin Expenses of Century Center and Andersopepiies, respectively, included in
Highwoods Properties, Inc.'s and Highwoods/Forgythited Partnership's Current Reports on Forms @ked January 9, 1997 (as amended
on Form 8-K/A dated February 7, 1997 and March1B®7) and February 12, 1997, respectively, altifiéth the Securities and Exchange
Commission.

ERNST & YOUNG LLP

/sl Ernst & Young LLP

Ral ei gh, North Carolina
July 11, 1997



EXHIBIT 23.3
ACCOUNTANTS' CONSENT

The Board of Directors
Highwoods Properties, Inc.:

We consent to the incorporation by reference infibien S-3 of Highwoods Properties, Inc. of our meplated March 4, 1996, with respect to
the consolidated balance sheet of Crocker RealigtTmc. as of December 31, 1995 and the relatadatidated statements of operations,
stockholders' equity and cash flows for the yealedrDecember 31, 1995, and our report dated Feb®,d1995 with respect to the balance
sheets of Crocker Realty Investors, Inc. as of bdmmr 31, 1994 and 1993, and the related staternépfserations, stockholders' equity and
cash flows for the years then ended, and our refated February 23, 1995 with respect to the balaheet of Crocker & Sons, Inc. as of
December 31, 1994, and the related statementsesftipns, stockholders' equity and cash flowsHenytear then ended which reports appear
in Form 8-K/A of Highwoods Properties, Inc. datedrih29, 1996, as amended June 3, 1996 and Jurk998, We also consent to the
reference to our firm under the heading "Expemshe registration statement.

KPMG PEAT MARWICK LLP

/sl KPMG Peat Marwi ck LLP

Fort Lauderdal e, Florida
July 11, 1997



EXHIBIT 23.4
INDEPENDENT AUDITORS' CONSENT

We consent to the incorporation by reference is Registration Statement on Form S-3 of Highwoadgétties, Inc. of our report dated
February 21, 1995, with respect to the combinearioial statements of Southeast Realty Corp., ARN®ast Portfolio Partners, L.P. and AP
Fontaine Il Partners, L.P. for the year ended Drdmer 31, 1994, and of our report dated Februanl 295, on the financial statements of AP
Fontaine Il Partners, L.P. for the period from @er 28, 1993 (date of inception) to December 3931 which report appears in the Form 8-
K/A of Highwoods Properties, Inc. dated April 2896, as amended on June 3, 1996 and June 18,\W@98&lso consent to the reference to
our firm under the heading "Experts" in the prospecthat is part of the Registration Statement.

DELOITTE & TOUCHE LLP

/sl Deloitte & Touche LLP

Dal | as, Texas
July 11, 1997



EXHIBIT 23.5
CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by referémtlee Registration Statement (No. 333- ) omFS3 of Highwoods Properties, Ir
of our report dated March 7, 1994 relating to tiharicial statements of AP Southeast Portfolio RastrL.P. which appears on Page F-13 in

the Form 8-K/A of Highwoods Properties, Inc. datgatil 29, 1996, as amended June 3, 1996 and JunEd®®. We also consent to the
references under the heading "Experts" in the matsis that is part of such Registration Statement.

PRICE WATERHOUSE LLP

/sl Price Waterhouse LLP

Dal | as, Texas
July 11, 1997

End of Filing
Pewerad By EDGAR

i

© 2005 | EDGAR Online, Inc.



