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ABOUT THISPROSPECTUS

This prospectus is part of a “shelf” registratidatement that we have filed with the Securities Brdhange Commission (the “SEC").
By using a shelf registration statement, the sghitockholders may sell, at any time and from timéme, in one or more offerings, the sh:
of common stock described in this prospectus. Xébés to our registration statement contain thietéxt of certain contracts and other
important documents we have summarized in thisperctsis. Since these summaries may not contaihealhformation that you may find
important in deciding whether to purchase the shafeommon stock the selling stockholder may offeu should review the full text of
these documents. The registration statement anektiibits can be obtained from the SEC as indicateter the section entitled “Where You
Can Find More Information.”

In connection with such offerings, we may file aamore prospectus supplements that would congagniic information about the
terms of that offering. The prospectus supplemeayt add, update or change information containetimprospectus. If there is an
inconsistency between the information in this peasps and any prospectus supplement, you shoyl@dnethe information in the prospectus
supplement. You should read carefully both thisspeztus and any prospectus supplement togethetheithdditional information described
below under the section entitled “Where You CardMore Information.”

Unless otherwise indicated or the context requitbsrwise, in this prospectus and any prospectpglement hereto references to “we,”
“us,” and “our” refer to Highwoods Properties, In@.Maryland corporation (the “Company”), and ibsmsolidated subsidiaries, including
Highwoods Realty Limited Partnership, a North Caalimited partnership, which we refer to in tpi®spectus as the “Operating
Partnership.”

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

Some of the information included or incorporated-&fgrence in this prospectus and any accompampyimgpectus supplement may
contain “forward-looking statements” within the mézg of the safe harbor from civil liability proved for such statements by the Private
Securities Litigation Reform Act of 1995 (set foithSection 27A of the Securities Act of 1933, aseaded (the “Securities Actgnd Sectiol
21E of the Securities Exchange Act of 1934, as a®eeifthe “Exchange Act”)). You can identify forwdabking statements by our use of
forward-looking terminology such as “may,” “will;expects,” “anticipates,” “estimates,” “believesiftends,” “plans,” “projects,” “seeks,”
“should,” or other similar words or expressionsr@uward-looking statements reflect our currerdws about our plans, intentions,
expectations, strategies and prospects, whichamedoon the information currently available to md an assumptions we have made.
Although we believe that our plans, intentions,eptptions, strategies and prospects reflected suggested by such forward-looking
statements are reasonable, we cannot assure ytaauthalans, intentions, expectations, strategiggaspects will be achieved and you she
not place undue reliance on these forward-lookiatgements. When considering such forwhroking statements, you should keep in minc
following important factors that could cause outuatresults to differ materially from those coned in any forward-looking statement:

” w ” w ” w ” w ” w

» the financial condition of our customers could derate

* we may not be able to lease or release secondaj@mmespace, defined as previously occupied sgatdoecomes available for lea
quickly or on as favorable terms as old leases;

* we may not be able to lease our newly construatéldibgs as quickly or on as favorable terms agipéilly anticipatec

* we may not be able to complete development,iaitiun, reinvestment, disposition or joint ventym®jects as quickly or on as
favorable terms as anticipated,;

« development activity by our competitors in oMisting markets could result in an excessive supplyffice properties relative to
customer demand,;

e our markets may suffer declines in economic grc
e unanticipated increases in interest rates coullct@se our debt service co

e unanticipated increases in operating expenses cagdtively impact our operating rest




* we may not be able to meet our liquidity requiemts or obtain capital on favorable terms to fandworking capital needs and
growth initiatives or to repay or refinance outstiang debt upon maturity; and

» the Company could lose key executive offic

This list of risks and uncertainties, however,a$ intended to be exhaustive. You should also vetie other cautionary statements we
make under the caption “Business - Risk Factorglin2013 Annual Report on Form 10-K, incorporatgdeference herein, and as updated
in subsequent SEC filings. Given these uncertantieu should not place undue reliance on forwaolting statements. Except as require
law, we undertake no obligation to publicly releése results of any revisions to these forward-inglstatements to reflect any future events
or circumstances or to reflect the occurrence aftinipated events.




THE COMPANY

We are a fully-integrated REIT that provides legsimanagement, development, construction and otistomer-related services for our
properties and for third parties. We conduct otivdies through the Operating Partnership. Wetheesole general partner of the Operating
Partnership.

At March 31, 2014, we owned or had an interestiri 3nillion rentable square feet of ervice office, industrial and retail properties§
million rentable square feet of office propertieslar development and approximately 600 acres cfldpwent land.

At March 31, 2014, we owned all of the preferredmarship interests in the Operating Partnership@18% of the common partnership
interests in the Operating Partnership. Limitednens owned the remaining common partnership ister&enerally, the Operating
Partnership is obligated to redeem each commongahip interest at the request of the holder tifdoe cash equal to the value of one st
of the Company’s common stock based on the avexbtie market price for the 10 trading days immeslyjapreceding the notice date of
such redemption, provided that the Company, aift®n, may elect to acquire any such common pestrig interests presented for
redemption for cash or one share of the Compamyizncon stock. The common partnership interests owgate Company are not
redeemable.

The Company was incorporated in Maryland in 199 Dperating Partnership was formed in North Caaolh 1994. Our executive
offices are located at 3100 Smoketree Court, 80 Raleigh, North Carolina 27604 and our teleghammber is (919) 872-4924. We are
based in Raleigh, North Carolina, and our propgeried development land are located in Florida, @apMissouri, North Carolina,
Pennsylvania, South Carolina, Tennessee and Vagini

RISK FACTORS

Investing in our common stock involves risks. Befpurchasing the common stock offered by this progs you should consider
carefully the risk factors incorporated by refereirt this prospectus from our 2013 Annual ReporForm 10-K, as well as (i) the risks,
uncertainties and additional information set fanttour SEC reports on Forms 10-K, 10-Q and 8-K iartthe other documents incorporated by
reference in this prospectus that we file with 8fC after the date of this prospectus and whiclieeened incorporated by reference in this
prospectus, and (ii) the information containedrig applicable prospectus supplement. For a degmmipf these reports and documents, and
information about where you can find them, see “véh¢ou Can Find More Information.” The risks andertainties we discuss in this
prospectus and in the documents incorporated leyeete in this prospectus are those that we clyrieelieve may materially affect our
company. Additional risks not presently known, orrently deemed immaterial, also could materiaitg adversely affect our financial
condition, results of operations, business andpacts.

USE OF PROCEEDS

We will not receive any of the proceeds from thie & common stock offered by the selling stockleoddhamed in this prospectus.




DESCRIPTION OF COMMON STOCK

The following summary of the material terms of coimmon stock does not purport to be complete asdbfct to and qualified in its
entirety by reference to Maryland law and to ouaxthr and bylaws, copies of which are filed as bithito the registration statement of
which this prospectus forms a part. See “Where @an Find More Information.”

General

The Company is authorized under its charter toeig$dD million shares of its common stock. Eachtaatiing share of common stock
entitles the holder to one vote on all mattersqmésd to stockholders for a vote. Unless applicktverequires otherwise, and except in
limited circumstances as our charter may providé waspect to any series of preferred stock treitbmpany may issue, the holders of
common stock will possess exclusive voting powee SOwnership Limitations and Restrictions on Hfans.”

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

Under Maryland law, stockholders are generallyliadiie for the Company’s debts or obligations hié tCompany is liquidated, subject to
the right of any holders of preferred stock to reegreferential distributions, each outstandingretof common stock will participate pro r.
in any remaining assets.

Holders of common stock have no conversion, sinkimgl or redemption rights or preemptive rightscagkversion feature permits a
stockholder to convert shares to a different sggusiich as debt or preferred stock. A redempiigint permits a stockholder to redeem such
holder’s shares (for cash or other securitiespatespoint in the future. Sometimes a redemptiohtiig paired with an obligation of the
company to create an account into which such cognparst deposit money into to fund the redemptiam (& sinking fund). Preemptive
rights are rights granted to stockholders to subsdor their pro rata percentage of any other sées we may offer in the future.

The common stock is currently listed for tradingtbe NYSE. The Company will apply to the NYSE & kiny additional shares of
common stock that the Company offers and sellsyauntsto a prospectus supplement.

The transfer agent and registrar for our commocoksi®Wells Fargo Shareowner Services.
Owner ship Limitations and Restrictionson Transfers

To maintain its REIT qualification, not more thab®s in value of the Company’s outstanding stock aywned directly or indirectly
by five or fewer individuals (including certain érgs treated as individuals for these purposesindithe last half of a taxable year and at |
100 persons must beneficially own its outstandinglsfor at least 335 days per 12-month taxable f@aduring a proportionate part of a
shorter taxable year). To help ensure that the Gommeets these tests, the Company’s charter @®vight no person or entity may directly
or constructively own more than 9.8% in value & @ompany’s issued and outstanding capital stoithpwt obtaining a written waiver from
the board of directors. For purposes of this piowiscorporations, partnerships, “groups” withie timeaning of Section 13(d)(3) of the
Exchange Act and other entities are treated asespegsons. The board of directors has discretiomative this ownership limit if the board
receives evidence that ownership in excess ofitiiewill not jeopardize the Company’s REIT status.

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

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

Holders of more than 1% of the Company’s commonksty preferred stock must file a written respottsthe Company’s request for
stock ownership information, which will be mailed later than January 30th of each year. This naticeild contain the holder's name and
address, the number of shares of common stockeéenped stock such holder owns and a descriptidrowf such holder holds the shares. In
addition, such holders will be required to disclosariting any other information that the Compargeds in order to determine the effect of
such holder's ownership on the Company’s statusREIT.




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

Limitations of Liability and Indemnification of Directorsand Officers

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

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

» the act or omission of the director or officemsnmaterial to the matter giving rise to the prdoegand was committed in bad faith or
was the result of active and deliberate dishonesty;

» the director or officer actually received an impgopersonal benefit in money, property or serviog
» in the case of any criminal proceeding, the dineotamfficer had reasonable cause to believe ti@aatt or omission was unlaw

We believe that the exculpation and indemnificapoovisions in the charter help induce qualifiediuduals to agree to serve as officers
and directors of the Company by providing a degfgarotection from liability for alleged mistakes imaking decisions and taking actions.
You should be aware, however, that these provisiotise Company’s charter and Maryland law give yauore limited right of action than
you otherwise would have in the absence of suchigioms. We also maintain a policy of direc’ and officers’ liability insurance covering
certain liabilities incurred by our directors arfficers in connection with the performance of thdhities.

The above indemnification provisions could opetatsmndemnify directors, officers or other persorfsovexert control over the Company
against liabilities arising under the Securities.Agsofar as the above provisions may allow tiipetof indemnification, we have been
informed that, in the SEC’s opinion, such indenwugifion is against public policy as expressed inS&eurities Act and is therefore
unenforceable.

Business Combinations

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

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




Control Share Acquisitions

Maryland general corporation law also provides tiwattrol shares of a Maryland corporation acquirea control share acquisition have
no voting rights except to the extent approved bgptae of two-thirds of the votes entitled to betaas the matter, excluding shares owned by
the acquirer or by officers or employee directditse control share acquisition statute does notyajopthares acquired in a merger,
consolidation or share exchange if the corporasanparty to the transaction, or to acquisitiopgraved or exempted by the corporation’s
charter or bylaws. The Company'’s bylaws containcaigion exempting from the control share acquositstatute any stock acquired by any
person. However, we cannot assure you that thaabplrovision will not be amended or repealed atfwint in the future.

Vacancies and Removal of Directors

Pursuant to our charter, each member of our bdaddexrtors is elected by our stockholders to senvi the next annual meeting of
stockholders and until his or her successor is dldgted and qualifies. A director may only be regatbfor cause by the affirmative vote of
two-thirds vote of the Company’s outstanding commstmtk.

Our charter and bylaws provide that a majorityhef directors or the stockholders may fill any vayaon the board of directors.
However, under Maryland law, only the board of dioes can fill vacancies though the charter andwsglprovide otherwise. In addition, our
bylaws provide that only the board of directors nreyyease or decrease the number of persons sewmitite board of directors. These
provisions preclude stockholders from removing inbent directors, except for cause and upon a suimtaffirmative vote, and filling the
vacancies created by such removal with their owminees until the next annual meeting of stockhalder

Amendment of Charter and Bylaws

Except as set forth below, the Company’s charterbeaamended only by the affirmative vote of haddefrnot less than a majority of the
outstanding shares of common stock. However, theigions in the charter relating to the removatlioéctors and preservation of the
Company’s REIT status may only be amended by tfieraftive vote of holders of not less than two-tlsiiof the outstanding shares of
common stock.

Operating Partner ship Agreement

Upon a change in control of the Company, the pastip agreement of the Operating Partnership reguiertain acquirers to maintain
umbrella partnership real estate investment tftUPREIT”) structure with terms at least as favorable toithééd partners as are currently
place. For instance, in certain transactions, tugii@er would be required to preserve the limitadiper’s right to continue to hold tax-
deferred partnership interests that are redeenfiabtapital stock of the acquirer. Some changeootol transactions involving the Company
could require the approval of two-thirds of theited partners of the Operating Partnership (othen the Company). These provisions may
make a change of control transaction involving@woenpany more complicated and therefore might deeréze likelihood of such a
transaction occurring, even if such a transactionld be in the best interest of the Company’s diotders.




MATERIAL FEDERAL INCOME TAX CONSIDERATIONS

This section summarizes the material federal inctareonsiderations that you, as a stockholder, coagider relevant. Because this
section is a summary, it does not address all &spétaxation that may be relevant to particutackholders in light of their personal
investment or tax circumstances, or to certaingygfestockholders that are subject to specialireat under the federal income tax laws, ¢
as:

e insurance companie

» tax-exempt organizations (except to the extésaussed in “-Taxation of Tax-Exempt Stockholddrslow)

+ financial institutions or brokedealers

* non-U.S. individuals and foreign corporationsc@pt to the extent discussed in “-Taxation of Nb&- Stockholdershelow);

 U.S. expatriate

e persons who mark-toyarket our common stoc

» subchapter S corporatio

* U.S. stockholders (as defined below) whose funetficarrency is not the U.S. doll

* regulated investment compan

e frusts and estate

» holders who receive our common stock through tlezase of employee stock options or otherwise agpemsatior

» persons holding our common stock as part otradslle,” “hedge,” “conversion transaction,

investment;

syatlt stock” or other integrated

e persons subject to the alternative minimum tawvigions of the Internal Revenue Code of 198@&raended (the “Codg”
» persons holding a 10% or more (by vote or valu@gheial interest in our stoc

This summary assumes that stockholders hold constomk as capital assets for federal income taxgaa®, which generally means
property held for investment.

The statements in this section are based on thertdederal income tax laws, are for general mfation purposes only and are not tax
advice. We cannot assure you that new laws, irgeapons of law, or court decisions, any of whicayniake effect retroactively, will not
cause any statement in this section to be inaceurat

WE URGE YOU TO CONSULT YOUR TAX ADVISOR REGARDING THE SPECIFIC TAX CONSEQUENCESTO YOU OF
THE PURCHASE, OWNERSHIP AND SALE OF OUR COMMON STOCK AND OF OUR ELECTION TO BE TAXED ASA REIT.
SPECIFICALLY, YOU SHOULD CONSULT YOUR TAX ADVISER REGARDING THE FEDERAL, STATE, LOCAL, FOREIGN
AND OTHER TAX CONSEQUENCES OF SUCH PURCHASE, OWNERSHIP, SALE AND ELECTION, AND REGARDING
POTENTIAL CHANGESIN APPLICABLE TAX LAWS.

Taxation of Our Company

We elected to be taxed as a REIT under the federaine tax laws commencing with our taxable yealeelhlDecember 31, 1994. We
believe that, commencing with such taxable yearhawe been organized and have operated in sucmaemas to qualify for taxation as a
REIT under the Code, and we intend to continuectoriganized and to operate in such a manner. Hayweeecannot assure you that we have
operated or will operate in a manner so as to fyuatiremain qualified as a REIT. Qualificationa&EIT depends on our continuing to
satisfy numerous asset, income, share ownershigliatribution






tests described below, the satisfaction of whigbetiés, in part, on our operating results. The gestof the Code relating to qualification and
operation as a REIT, and the federal income tamaifa REIT and its stockholders, are highly tecahand complex. The following
discussion sets forth only the material aspecthasde sections. This summary is qualified in itSrety by the applicable Code provisions and
the related rules and regulations.

In the opinion of Hunton & Williams LLP, we qualid to be taxed as a REIT for our taxable yearseebaeember 31, 2006 through
December 31, 2013, and our organization and cuareiproposed method of operation will enable utdinue to qualify as a REIT for our
taxable year ending December 31, 2014 and therehftestors should be aware that Hunton & Williabh$’s opinion is based upon
customary assumptions, is conditioned upon cerggresentations made by us as to factual mattenisiding representations regarding the
nature of our properties and the future conducusfbusiness, and is not binding upon the InteR@alenue Service (“IRS”) or any court. In
addition, Hunton & Williams LLP’s opinion is based existing federal income tax law governing quedifion as a REIT, which is subject to
change, either prospectively or retrospectivelyl sipeaks as of the date issued. Moreover, ourragediqualification and taxation as a REIT
depend upon our ability to meet on a continuingdhalsrough actual annual operating results, aedaglification tests set forth in the federal
tax laws. Those qualification tests involve theceatage of income that we earn from specified ssyrihe percentage of our assets that falls
within specified categories, the diversity of ohage ownership, and the percentage of our eartiragsve distribute. While Hunton &
Williams LLP has reviewed those matters in conmectiith the foregoing opinion, Hunton & Williams PLwill not review our compliance
with those tests on a continuing basis. Accordingtyassurance can be given that the actual resfubisr operations for any particular taxa
year will satisfy such requirements. Hunton & \Wittis LLF's opinion does not foreclose the possibility tvatmay have to use one or more
of the REIT savings provisions discussed belowcWlitiould require us to pay an excise or penaltyfwdeich could be material) in order for
us to maintain our REIT qualification. For a dissios of the tax consequences of our failure toifpuas a REIT, see “-Failure to Qualify.”

If we qualify as a REIT, we generally will not belgect to federal income tax on the taxable incdimag we distribute to our stockholde
The benefit of that tax treatment is that it avdius “double taxation,” or taxation at both thepmmate and stockholder levels, that generally
results from owning stock in a corporation. Howewee will be subject to federal tax in the followigircumstances:

*  We will pay federal income tax on any taxableome, including undistributed net capital gaint tiva do not distribute to
stockholders during, or within a specified timeipdrafter, the calendar year in which the incomeamed.

* We may be subject to the “alternative minimuni tan any items of tax preference including any deidustof net operating loss
*  We will pay income tax at the highest corporate @t

= netincome from the sale or other dispositioprafperty acquired through foreclosure or afterfauleon a lease of the property
(“foreclosure property”) that we hold primarily feale to customers in the ordinary course of bssinand

= other nongqualifying income from foreclosure prope

We will pay a 100% tax on net income from salesther dispositions of property, other than féwsare property, that we hold
primarily for sale to customers in the ordinary s@uof business.

« If we fail to satisfy one or both of the 75% gsdncome test or the 95% gross income test, asibled below under “-Gross Income
Tests,” and nonetheless continue to qualify as B REcause we meet other requirements, we willpa90% tax on:

= the gross income attributable to the greatehefamount by which we fail the 75% gross incomedethe 95% gross income
test, in either case, multiplied by

= afraction intended to reflect our profitabili
» If we fail to distribute during a calendar yeareast the sum of (1) 85% of our REIT ordinargoime for the year, (2) 95% of our

REIT capital gain net income for the year, anda3) undistributed taxable income required to be&itisted from earlier periods, we
will pay a 4% nondeductible excise tax on the exa#ghe required distribution over the amount wiially distributed.




We may elect to retain and pay income tax onn@filong-term capital gain. In that case, a Ut&ldolder would be taxed on its
proportionate share of our undistributed long-teapital gain (to the extent that we made a timelsighation of such gain to the
stockholders) and would receive a credit or reffardts proportionate share of the tax we paid.

We will be subject to a 100% excise tax on teations with a taxable REIT subsidiary (“TRS”) tlaaé not conducted on an arm’s-
length basis.

If we fail any of the asset tests, other thateaninimis failure of the 5% asset test, the 10% vest or the 10% value test, as
described below under “- Asset Tests,” as londhaddilure was due to reasonable cause and natlfolweglect, we file a
description of each asset that caused such failithethe IRS, and we dispose of the assets or wikercomply with the asset tests
within six months after the last day of the quaitewhich we identify such failure, we will pay axtequal to the greater of $50,000
or the highest U.S. federal income tax rate thesliegible (currently 35%) on the net income from tlemqualifying assets during the
period in which we failed to satisfy the assetdest

If we fail to satisfy one or more requiremenrtds REIT qualification, other than the gross incam&ts and the asset tests, and such
failure is due to reasonable cause and not toukitiéglect, we will be required to pay a penalty$b6,000 for each such failure.

If we acquire any asset from a C corporatiora oorporation that generally is subject to fullpmrate-level tax, in a merger or other
transaction in which we acquire a basis in thetabhs¢ is determined by reference either to the@@aration’s basis in the asset or to
another asset, we will pay tax at the highest mgeorporate rate applicable if we recognize gaith@ sale or disposition of the
asset during the 10-year period after we acqueeatiset provided no election is made for the timgato be taxable on a current
basis. The amount of gain on which we will payitathe lesser of:

= the amount of gain that we recognize at the timthefsale or disposition, a

= the amount of gain that we would have recognizextihad sold the asset at the time we acquit

We may be required to pay monetary penaltiekeddRS in certain circumstances, including if \aé fo meet record-keeping
requirements intended to monitor our compliancé wiles relating to the composition of a REIT'scktoolders, as described below

in “- Recordkeeping Requirements.”

The earnings of our lower-tier entities that subdchapter C corporations, including TRSs, wilshbject to federal corporate income
tax.

In addition, notwithstanding our status as a REI& may also have to pay certain state and locahirectaxes, because not all states and
localities treat REITs in the same manner that eireytreated for U.S. federal income tax purpdgeseover, as further described below,
TRSs will be subject to federal, state and locaporate income tax on their taxable income.

Requirements for Qualification

To qualify as a REIT, we must elect to be treated &EIT and must meet the following requiremenatisiting to our organization,
sources of income, nature of assets and distrifbsitio

The Code defines a REIT as a corporation, trusseociation:

1.

2.

that is managed by one or more trustees or dirg
the beneficial ownership of which is evidenced faynsferable securities or by transferable certéis@f beneficial intere:
that would be taxable as a domestic corporatioridsupplication of the REIT provisions of the fealeincome tax law:

that is neither a financial institution nor an ireuce company subject to special provisions oflbde




5. that has at least 100 persons as beneficial owdetsrmined without reference to any rules of latitibn):

6. during the last half of each taxable year,mote than 50% in value of the outstanding securitfewhich is owned, directly or
indirectly, through the application of certain gitition rules, by five or fewer individuals (as ohefd in the Code to include certain
entities), which we refer to as the five or fewequirement;

7. which elects to be a REIT, or has made suditietefor a previous taxable year, and satisfiesetdvant filing and other
administrative requirements established by thetiR® must be met to elect and maintain REIT status;

8. that uses the calendar year as its taxable yeac@nglies with the recordkeeping requirements efféderal income tax laws; ¢
9. that satisfies the income tests, the asset texighe distribution tests, described bel

The Code provides that REITs must satisfy all effihst four, the eighth (if applicable) and thathi preceding requirements during the
entire taxable year. REITs must satisfy the fifstquirement during at least 335 days of a taxalde g£12 months or during a proportionate
part of a taxable year of less than 12 monthsplgooses of determining securities ownership utttesixth requirement, an “individual”
generally includes a supplemental unemployment emsgtion benefits plan, a private foundation, poiion of a trust permanently set as
or used for charitable purposes. An “individualg\Wever, generally does not include a trust thatdsialified employee pension or profit
sharing trust under the federal income tax lawd, l@neficiaries of such a trust will be treatedhalsling our securities in proportion to their
actuarial interests in the trust for purposes efdixth requirement above. We will be treated agnigamet the sixth requirement if we comply
with certain Treasury Regulations for ascertairthgyownership of our securities for such year &mekidid not know (or after the exercise of
reasonable diligence would not have known) thastkilh condition was not satisfied for such yeaur Gharter currently includes restrictions
regarding ownership and transfers of our stock #mabng other things, assist us in continuing tsfethe fifth and sixth of these
requirements.

Qualified REITSubsidiaries. If a REIT owns a corporate subsidibaf is a “qualified REIT subsidiary,” the separakistence of that
subsidiary from its parent REIT will be disregardedfederal income tax purposes. Generally, aifjgd/REIT subsidiary is a corporation,
other than a TRS, all of the capital stock of whibwned by the REIT. All assets, liabilities ates of income, deduction and credit of the
qualified REIT subsidiary will be treated as asskdbilities and items of income, deduction anddit of the REIT itself for purposes of
applying the requirements herein. Our qualified RElibsidiaries will not be subject to federal cagte income taxation, although they may
be subject to state and local taxation in somestat

Other Disregarded Entities and Partnership&n unincorporated domestic entity, such as angaship or limited liability company that
has a single owner, generally is not treated amnéity separate from its parent for federal incdemepurposes. An unincorporated domestic
entity with two or more owners is generally treaésda partnership for federal income tax purpdsetie case of a REIT that is a partner in a
partnership, the REIT is deemed to own its propagte share of the assets of the partnership agakioits proportionate share of the
partnership’s gross income for purposes of theiegiple REIT qualification tests. The characterhaf &ssets and gross income of the
partnership retain the same character in the hafiie REIT for purposes of the gross income aséta®gsts. Thus, our proportionate shal
the assets, liabilities and items of income of @perating Partnership (including our Operating maghip’s share of the assets, liabilities and
items of income with respect to any partnershiwliich it holds an interest), is treated as ourtasdiabilities and items of income for
purposes of applying the requirements describeeimefor purposes of the 10% value test (see “#Bssts”), our proportionate share is
based on our proportionate interest in the equitigrests and certain debt securities issued bgaheaership. For all of the other asset and
income tests, our proportionate share is basedioproportionate interest in the capital of thetparship. Our proportionate share of the
assets, liabilities, and items of income of anytpenship, joint venture, or limited liability commathat is treated as a partnership for federal
income tax purposes in which we acquire an equatrést, directly or indirectly, will be treated @s assets and gross income for purpos
applying the various REIT qualification requirement

We have control of our Operating Partnership armegaly intend to control any subsidiary partngpstand limited liability companies,
and we intend to operate them in a manner consigiémthe requirements for our qualification aBBEIT. We may from time to time be a
limited partner or non-managing member in someuofgartnerships and limited liability companiesalpartnership or limited liability
company in which we own an interest takes or exgtectake actions that could jeopardize our status REIT or require us to pay tax, we
may be forced to dispose of our interest in su¢hyen addition, it is possible that a partnepsbr limited liability company could take an
action which could cause us to fail a gross incomasset test, and that we would not become awanech action in time to dispose of our
interest in the partnership or limited
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liability company or take other corrective actiamatimely basis. In that case, we could fail talfy as a REIT unless we were entitled to
relief, as described below.

Taxable REIT SubsidiariesA REIT may own up to 100% of the securities oé @m more TRSs. A TRS is a fully taxable corporatioat
may earn income that would not be qualifying incdfrearned directly by the parent REIT. The sulagigliand the REIT must jointly elect to
treat the subsidiary as a TRS. A corporation ofclvta TRS directly or indirectly owns more than 36fthe voting power or value of the
securities will automatically be treated as a TR®.are not treated as holding the assets of a TRS eceiving any income that the
subsidiary earns. Rather, the securities issuel RS to us is an asset in our hands, and weredt the distributions paid to us from such
taxable subsidiary, if any, as income. This treatincan affect our compliance with the gross inceme asset tests. Additionally, we may,
from time to time, also dispose of an unwantedtabseugh a TRS as necessary or convenient to @keid00% tax on income from
prohibited transactions. Because we do not inctbdeassets and income of TRSs in determining omptiance with the REIT requirements,
we may use such entities to undertake indirectiividies that the REIT rules might otherwise prefdws from doing directly or through pass-
through subsidiaries. Overall, no more than 25%efvalue of a REIT’s assets may consist of stacdeourities of one or more TRSs.

A TRS will pay income tax at regular corporate sat@ any income that it earns. In addition, the T&8s limit the deductibility of
interest paid or accrued by a TRS to its parenflRElassure that the TRS is subject to an apprepleael of corporate taxation. Further, the
rules impose a 100% excise tax on transactionsdsetw TRS and its parent REIT or the REIT’s tentra@sare not conducted on an arm’s-
length basis.

A TRS may not directly or indirectly operate or rage any health care facilities or lodging faciit@r provide rights to any brand name
under which any health care facility or lodgingiliicis operated. A TRS is not considered to opei@ manage a “qualified health care
property” or “qualified lodging facility’solely because the TRS directly or indirectly pssss a license, permit, or similar instrument éng
it to do so.

Rent that we receive from a TRS will qualify asrit®efrom real property” as long as (1) at least 3fi%e leased space in the property is
leased to persons other than TRSs and related teadnts, and (2) the amount paid by the TRS tbapgce at the property is substantially
comparable to rents paid by other tenants of tbpgaty for comparable space, as described in fudétil below under “-Gross Income
Tests-Rents from Real Property.” If we lease spa@eTRS, we will seek to comply with these requieats.

We currently have one TRS, Highwoods Services, thecough which we hold certain assets that thae#ther non-qualifying assets for
purposes of the REIT asset tests, or which werelieuld potentially trigger the prohibited transac tax on disposition if held directly by
us.

Gross|ncome Tests

We must satisfy two gross income tests annualimamtain our qualification as a REIT. First, atded5% of our gross income for each
taxable year must consist of defined types of inedinat we derive, directly or indirectly, from irstments relating to real property or
mortgages on real property or qualified temporamestment income. Qualifying income for purposethat 75% gross income test generally
includes:

* rents from real propert

» interest on debt secured by mortgages on real gsope on interests in real propel

» dividends or other distributions on, and gain fritra sale of, shares in other REI

» gain from the sale of real estate assets

» income derived from the temporary investmergtotk and debt investments purchased with the pdscEom the issuance of our

stock or a public offering of our debt with a matydate of at least five years and that we recdiveng the one-year period
beginning on the date on which we received such capital.

Second, in general, at least 95% of our gross ircfameach taxable year must consist of incomeishaialifying income for purposes
the 75% gross income test, other types of intemedtdividends, gain from the sale or dispositiostadres or securities, or any combination of

these. Gross income from our sale of propertywahold primarily for sale to customers in the oety course of business is excluded from
both the numerator and the denominator in bothsgimmome tests. In
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addition, income and gain from “hedging transactfcdhat we enter into to hedge indebtedness indwréo be incurred to acquire or carry
real estate assets and that are clearly and ticetfified as such will be excluded from both themerator and the denominator for purposes
of the 75% and 95% gross income tests. In additertain foreign currency gains will be excludeshirgross income for purposes of one or
both of the gross income tests. See “- Foreigneé@uzyr Gain” below. The following paragraphs discilmesspecific application of the gross
income tests to us.

Rents from Real PropertyRent that we receive from our real property wilklify as “rents from real property,” which is djfidng
income for purposes of the 75% and 95% gross indests, only if the following conditions are met:

First, the amount of rent must not be based in @/bolin part on the income or profits of any perbahcan be based on a fixed
percentage of gross receipts or gross sales, mavftht such percentage (a) is fixed at the tiraddhse is entered into, (b) is not renegotiated
during the term of the lease in a manner that hagftfect of basing percentage rent on income afitpy and (c) conforms with normal
business practice.

Second, we must not own, actually or constructivéd0f or more of the securities or the assets bpnadits of any lessee (a “related
party tenant”), other than a TRS. The construataership rules generally provide that, if 10% arenin value of our securities are owned,
directly or indirectly, by or for any person, wesaonsidered as owning the securities owned, tlirecindirectly, by or for such person.

As described above, we may own up to 100% of thar@iées of one or more TRSs. Under an exceptiahéaelated party rent rules, n
that we receive from a TRS will qualify as “rentsrh real property” as long as (1) at least 90%hefleased space in the property is leased to
persons other than TRSs and related-party teramds(2) the amount paid by the TRS to rent spatieegtroperty is substantially comparable
to rents paid by other tenants of the propertyctonparable space. The “substantially comparablgirement must be satisfied when the
lease is entered into, when it is extended, anchilne lease is modified, if the modification incsea the rent paid by the TRS. If the
requirement that at least 90% of the leased speatteirelated property is rented to unrelated teniarmet when a lease is entered into,
extended, or modified, such requirement will coméirio be met as long as there is no increase ispthee leased to any TRS or related party
tenant. Any increased rent attributable to a modifon of a lease with a TRS in which we own diseot indirectly more than 50% of the
voting power or value of the securities will nottbeated as “rents from real property.”

Third, “rents from real property” excludes rentiatiitable to personal property except where suchgmal property is leased in
connection with a lease of real property and tin¢ agiributable to such personal property is lassitor equal to 15% of the total rent received
under the lease. The rent attributable to pergomgderty under a lease is the amount that bearsatime ratio to total rent under the lease for
the taxable year as the average of the fair madees of the leased personal property at the begirand at the end of the taxable year b
to the average of the aggregate fair market vadfibsth the real and personal property coveredbyédase at the beginning and at the end of
such taxable year.

Finally, amounts that are attributable to servitesished or rendered in connection with the reofakal property, whether or not
separately stated, will not constitute “rents frazal property’unless such services are customarily providedearggographic area. Custom
services that are not considered to be providedgarticular tenant (e.g., furnishing heat andtlighe cleaning of public entrances, and the
collection of trash) can be provided directly by \Where, on the other hand, such services aregedwprimarily for the convenience of the
tenants or are provided to such tenants, suchcesrust be provided by an independent contraior vhom we do not receive any inco
or a TRS. Non-customary services that are not padd by an independent contractor or TRS in accamrelavith the applicable requirements
will result in impermissible tenant service incotoeus to the extent of the income earned (or deesaetked) with respect to such services. If
the impermissible tenant service income (valuatbatess than 150% of our direct cost of perfornsagh services) exceeds 1% of our total
income from a property, all of the income from thetperty will fail to qualify as rents from realqperty. If the total amount of impermissi
tenant services does not exceed 1% of our totahiiecfrom the property, the services will not catirerent paid by tenants of the property to
fail to qualify as rents from real property, bu¢ flmpermissible tenant services income will notliqgas “rents from real property.”

We do not currently charge and do not anticipatging rent that is based in whole or in part anititome or profits of any person
(unless based on a fixed percentage or percentdgeseipts or sales, as is permitted). We alsoat@nticipate receiving rent from related
party tenants.

Our Operating Partnership does provide certainigeswvith respect to our properties. We believé tie services with respect to our
properties that are and will be provided directly asually or customarily rendered in connectiothwhe rental of space for occupancy only
and are not otherwise considered rendered to patitenants and, therefore, that the provisiosuch services will not cause rents received
with respect to the properties to fail to quali/rants from real property. Services
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with respect to the properties that we believe matybe provided by us or the Operating Partnergigztly without jeopardizing the
qualification of rent as “rents from real propergre and will be performed by independent contraabo TRSs.

If a portion of the rent that we receive from agedy does not qualify as “rents from real propebtycause the rent attributable to
personal property exceeds 15% of the total renafiaixable year, the portion of the rent thattistattable to personal property will not be
qualifying income for purposes of either the 75986% gross income test. Thus, if such rent attaiblat to personal property, plus any other
income that is nonqualifying income for purposeshef 95% gross income test, during a taxable yearezls 5% of our gross income during
the year, we would lose our REIT qualification.Hwever, the rent from a particular property doeessqualify as “rents from real property”
because either (1) the rent is considered baséueoncome or profits of the related lessee, ()léssee either is a related party tenant or
to qualify for the exception to the related paggadnt rule for qualifying TRSs or (3) we furnishneastomary services to the tenants of the
property, or manage or operate the property, dttear through a qualifying independent contractaa @RS, none of the rent from that
property would qualify as “rents from real prop€rtiy that case, we might lose our REIT qualificatibecause we would be unable to satisfy
either the 75% or 95% gross income test.

In addition to the rent, the lessees are requivgzhy certain additional charges. To the exterttdheh additional charges represent
reimbursements of amounts that we are obligateéyao third parties, such as a lessee’s prop@teshare of a property’s operational or
capital expenses, such charges generally will fyuad “rents from real property.” To the extentisaciditional charges represent penalties for
nonpayment or late payment of such amounts, suatgel should qualify as “rents from real properiycgivever, to the extent that late
charges do not qualify as “rents from real propéttyey instead will be treated as interest thatlifies for the 95% gross income test.

Fee Income We may, directly or indirectly, receive fees fooperty management and brokerage and leasingssrgrovided with
respect to some properties not owned entirely byGperating Partnership. These fees, to the eptadtwith respect to the portion of these
properties not owned, directly or indirectly, by usll not qualify under the 75% gross income tasthe 95% gross income test. The
Operating Partnership also may receive other tgp@scome with respect to the properties it owret thill not qualify for either of these tes
We believe, however, that the aggregate amourftasfet fees and other non-qualifying income in argtike year will not cause us to exceed
the limits on non-qualifying income under eithee 6% gross income test or the 95% gross inconhe tes

Interest. The term “interest” generally does not includg amount received or accrued, directly or indingdfithe determination of
such amount depends in whole or in part on thenecor profits of any person. However, interest galheincludes the following:

* an amount that is based on a fixed percentageroepkages of receipts or sales;

* an amount that is based on the income or profitsdebtor, as long as the debtor derives sutigiigrall of its income from the real
property securing the debt from leasing substdntél of its interest in the property, and onlyttee extent that the amounts received
by the debtor would be qualifying “rents from reabperty” if received directly by a REIT.

If a loan contains a provision that entitles a REI R percentage of the borrowsegain upon the sale of the real property secutiadoar
or a percentage of the appreciation in the profsevlue as of a specific date, income attributablthat loan provision will be treated as gain
from the sale of the property securing the loanictvigenerally is qualifying income for purposesoth gross income tests.

We may invest opportunistically from time to tirmernortgage debt and mezzanine loans. Interestloinséeured by a mortgage on real
property or on interests in real property, inclydifor this purpose, discount points, prepaymengfiees, loan assumption fees, and late
payment charges that are not compensation force=rvgenerally is qualifying income for purposethef 75% gross income test. However, if
a loan is secured by real property and other ptperd the highest principal amount of a loan @unding during a taxable year exceeds the
fair market value of the real property securingltien as of the date we agreed to acquire thedoan the date we modify the loan (if the
modification is treated as “significant” for taxnqposes), a portion of the interest income from doah will not be qualifying income for
purposes of the 75% gross income test, but witjiedifying income for purposes of the 95% gros®ine test. The portion of the interest
income that will not be qualifying income for pugas of the 75% gross income test will be equdiegobrtion of the principal amount of the
loan that is not secured by real property - thathis amount by which the loan exceeds the valubefeal estate that is security for the loan.
For purposes of this paragraph, however, undergii@ance we do not need to redetermine the faiketaalue of the real property in
connection with a loan modification that is occasid by a borrower default or made at a
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time when we reasonably believe the modificatiothtoloan will substantially reduce a significaiskrof default on the original loan.

Mezzanine loans are loans secured by equity irteeilesn entity that directly or indirectly ownsateroperty, rather than by a direct
mortgage of the real property. IRS Revenue Proeed003-65 provides a safe harbor pursuant to whittezzanine loan, if it meets each of
the requirements contained in the Revenue Procedillde treated by the IRS as a real estate des@iurposes of the REIT asset tests
described below, and interest derived from it Wwéltreated as qualifying mortgage interest for pses of the 75% gross income test.
Although the Revenue Procedure provides a safeoharbwhich taxpayers may rely, it does not préscrules of substantive tax law.
Moreover, we anticipate that the mezzanine loansvaugld originate or acquire typically will not megt of the requirements for reliance on
this safe harbor. We intend to invest in mezzatoaas in manner that will enable us to continusatsfy the gross income and asset tests.

Dividends. Our share of any dividends received from any amtion (including any TRS, but excluding any REiTwhich we own an
equity interest will qualify for purposes of the%@5ross income test but not for purposes of the g&8s income test. Our share of any
dividends received from any other REIT in which ewen an equity interest, if any, will be qualifyiilicome for purposes of both gross
income tests.

Prohibited Transactions.A REIT will incur a 100% tax on the net incomedluding foreign currency gain) derived from aniesar
other disposition of property, other than forectasproperty, that the REIT holds primarily for sedecustomers in the ordinary course of a
trade or business. We believe that none of outs8gk be held primarily for sale to customers dhdt a sale of any of our assets will not be
in the ordinary course of our business. WhetheEHBRiolds an asset “primarily for sale to custoniarthe ordinary course of a trade or
business” depends, however, on the facts and cstamoes in effect from time to time, including theelated to a particular asset. A safe
harbor to the characterization of the sale of priydey a REIT as a prohibited transaction and 1@% prohibited transaction tax is available
if the following requirements are met:

» the REIT has held the property for not less tham years

» the aggregate expenditures made by the REI&nppartner of the REIT, during the two-year perpoeceding the date of the sale
that are includable in the basis of the propertydbexceed 30% of the selling price of the propert

» either (1) during the year in question, the REIT adt make more than seven sales of property thla@rforeclosure property or se
to which Section 1033 of the Code applies, (2)ahgregate adjusted bases of all such propertiddogahe REIT during the year ¢
not exceed 10% of the aggregate bases of all aiskets of the REIT at the beginning of the yegBpthe aggregate fair market
value of all such properties sold by the REIT dgriine year did not exceed 10% of the aggregaterfaiket value of all of the assets
of the REIT at the beginning of the year;

» inthe case of property not acquired througledtosure or lease termination, the REIT has heddgptoperty for at least two years for
the production of rental income; and

« if the REIT has made more than seven sales mffoeclosure property during the taxable yearstantially all of the marketing and
development expenditures with respect to the ptgppegre made through an independent contractor fiwom the REIT derives no
income.

We will attempt to comply with the terms of theesddarbor provision in the U.S. federal income taxd prescribing when an asset sale
will not be characterized as a prohibited transactiVe cannot assure you, however, that we can lgonigh the safe-harbor provision or that
we will avoid owning property that may be charaizied as property that we hold “primarily for sabecustomers in the ordinary course of a
trade or business.” The 100% tax will not applgé#ins from the sale of property that is held thtoadl'RS or other taxable corporation,
although such income will be taxed to the corporatit regular corporate income tax rates.

Additionally, we may dispose of properties in tractsons intended to qualify as like—kind exchangeder the Code. Such like—kind
exchanges are intended to result in the deferrgainf for federal income tax purposes. The faibfrany such transaction to qualify as a
like—kind exchange could subject us to federal inedax, possibly including the 100% prohibited s@ction tax, depending on the facts and
circumstances surrounding the particular transactio

Foreclosure Property. We will be subject to tax at the maximum corpenatte on any income from foreclosure property ciiincludes

certain foreign currency gains and related deduostiother than income that otherwise would be &uadj income for purposes of the 75%
gross income test, less expenses directly connagtedhe production of that income.
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However, gross income from foreclosure property quilify under the 75% and 95% gross income tésiseclosure property is any real
property, including interests in real property, @amy personal property incident to such real prigper

« thatis acquired by a REIT as the result of R4 T having bid on such property at foreclosurehaving otherwise reduced such
property to ownership or possession by agreememtomess of law, after there was a default or defeass imminent on a lease of
such property or on indebtedness that such propedyred;

« for which the related loan was acquired by the R&la time when the default was not imminent oicgrated; an
« for which the REIT makes a proper election to tthatproperty as foreclosure prope

A REIT will not be considered to have foreclosedagoroperty where the REIT takes control of thepprty as a mortgagee-possessio
and cannot receive any profit or sustain any lasget as a creditor of the mortgagor. Property galyeceases to be foreclosure property at
the end of the third taxable year following theadhbe year in which the REIT acquired the propestypnger if an extension is granted by the
Secretary of the Treasury. However, this graceopei@érminates and foreclosure property ceases torbelosure property on the first day:

e onwhich alease is entered into for the proptvat, by its terms, will give rise to income tlaates not qualify for purposes of the
75% gross income test, or any amount is receivedtcmued, directly or indirectly, pursuant to askeantered into on or after such
day that will give rise to income that does notlifydor purposes of the 75% gross income test;

« on which any construction takes place on theery, other than completion of a building or arlyes improvement, where more
than 10% of the construction was completed befefaudt became imminent; or

« which is more than 90 days after the day on tithe REIT acquired the property and the propertysied in a trade or business
which is conducted by the REIT, other than throagtindependent contractor from whom the REIT itdeks not derive or receive
any income.

Hedging Transactions.From time to time, we or our Operating Partngrshay enter into hedging transactions with resfreone or
more of our assets or liabilities. Our hedging\atiéis may include entering into interest rate ssya@aps, and floors, options to purchase such
items, and futures and forward contracts. Incontegain from “hedging transactions” will be excludieaim gross income for purposes of
both the 75% and 95% gross income tests. A “hedgarsaction” means either (1) any transactionredtato in the normal course of our or
our Operating Partnership’s trade or business piliyrta manage the risk of interest rate changeisepchanges, or currency fluctuations with
respect to borrowings made or to be made, or orgiolligations incurred or to be incurred, to acquir carry real estate assets and (2) any
transaction entered into primarily to manage thk of currency fluctuations with respect to anyritef income or gain that would be
qualifying income under the 75% or 95% gross incéese (or any property which generates such incongain). We are required to clearly
identify any such hedging transaction before tlhwselof the day on which it was acquired or enteredand to satisfy other identification
requirements. We intend to structure any hedgiagsictions in a manner that does not jeopardizgqualification as a REIT.

Foreign Currency Gain. Certain foreign currency gains will be excludezhi gross income for purposes of one or both ofjtiess
income tests. “Real estate foreign exchange gailh’be excluded from gross income for purposeshef715% gross income test. Real estate
foreign exchange gain generally includes foreigmency gain attributable to any item of income aingthat is qualifying income for
purposes of the 75% gross income test, foreigreagyr gain attributable to the acquisition or owhgr®f (or becoming or being the obligor
under) obligations secured by mortgages on reggytg or on interests in real property and certaieign currency gain attributable to cert
“qualified business units” of a REIT. “Passive figreexchange gain” will be excluded from gross meofor purposes of the 95% gross
income test. Passive foreign exchange gain gegenaludes real estate foreign exchange gain axithesl above, and also includes foreign
currency gain attributable to any item of incomeyain that is qualifying income for purposes of @54 gross income test and foreign
currency gain attributable to the acquisition omewvship of (or becoming or being the obligor undfjgations. Because passive foreign
exchange gain includes real estate foreign exchgaigpe real estate foreign exchange gain is exddiden gross income for purposes of both
the 75% and 95% gross income tests. These exctuBlomeal estate foreign exchange gain and pa$siegn exchange gain do not apply to
any certain foreign currency gain derived from @hgglor engaging in substantial and regular tradimgecurities. Such gain is treated as
nonqualifying income for purposes of both the 759d 85% gross income tests.
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Failure to Satisfy Gross Income TestH.we fail to satisfy one or both of the grossome tests for any taxable year, we nevertheleg:
qualify as a REIT for that year if we qualify faglief under certain provisions of the U.S. fedénabme tax laws. Those relief provisions are
available if:

« our failure to meet those tests is due to reasenzdlse and not to willful neglect; «

« following such failure for any taxable year, file a schedule of the sources of our income iroeat@nce with regulations prescribed
by the Secretary of the U.S. Treasury.

We cannot predict, however, whether in all circlanses we would qualify for the relief provisions.dddition, as discussed above in “-
Taxation of Our Company,” even if the relief praieins apply, we would incur a 100% tax on the giessme attributable to the greater of
the amount by which we fail the 75% gross incons¢ ¢e the 95% gross income test multiplied, inaittase, by a fraction intended to reflect
our profitability.
Asset Tests

To qualify as a REIT, we also must satisfy thedaiihg asset tests at the end of each quarter bfteaable year.

First, at least 75% of the value of our total assetist consist of:

» cash or cash items, including certain receivabhesraoney market funds and, in certain circumstgrfoesign currencie

e government securitie

* interests in real property, including leaseholdd aptions to acquire real property and leaseh

e interests in mortgage loans secured by real prg;

» stock in other REITS; ai

* investments in stock or debt instruments dutirggone-year period following our receipt of newital that we raise through equity
offerings or public offerings of debt with at leasfive-year term.

Second, of our investments not included in the #&5%et class, the value of our interest in any sgiger’s securities may not exceed 5%
of the value of our total assets, or the 5% agset t

Third, of our investments not included in the 75866 class, we may not own more than 10% of theagypbwer of any one issuer’s
outstanding securities, or the 10% vote test, 8 bbthe total value of any one issuer’s outstagdiacurities, or the 10% value test.

Fourth, no more than 25% of the value of our tatsets may consist of the securities of one or MB®S.

Fifth, no more than 25% of the value of our tosdets may consist of the securities of TRSs aret otbn-TRS taxable entities and other
assets that are not qualifying assets for purpokt®e 75% asset test, or the 25% securities test.

For purposes of the 5% asset test, the 10% vdtanesthe 10% value test, the term “securities”sdoa include shares in another REIT,
equity or debt securities of a qualified REIT suleiy or TRS, mortgage loans that constitute retdte assets, or equity interests in a
partnership. The term “securities,” however, geliemcludes debt securities issued by a partnershianother REIT, except that for
purposes of the 10% value test, the term “secafitiees not include:

e “Straight debt” securities, which is definedaagritten unconditional promise to pay on demandroa specified date a sum certain
in money if (i) the debt is not convertible, didgabr indirectly, into equity, and (ii) the intetteste and interest payment dates are not
contingent on profits, the borrower’s discretiorsonilar factors. “Straight debt” securities do imtlude any securities issued by a
partnership or a corporation in which we or anytoalted TRS (i.e., a TRS in which we own directlyindirectly more than 50% of
the voting power or value of the stock) hold notrdgght debt” securities that have an aggregateevaf more than 1% of the issuer’
outstanding securities. However, “straight debtusiies include debt subject to the following dagencies:
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e acontingency relating to the time of paymenintérest or principal, as long as either (i) thisrao change to the effective yield
of the debt obligation, other than a change taatheual yield that does not exceed the greater2&@0.or 5% of the annual yiel
or (ii) neither the aggregate issue price nor tigregate face amount of the issuer’s debt obligatield by us exceeds
$1 million and no more than 12 months of unacciinégtest on the debt obligations can be requirdskttprepaid; and

e acontingency relating to the time or amounp@yment upon a default or prepayment of a debgatitin, as long as the
contingency is consistent with customary commermiattice;

e Any loan to an individual or an estz

e Any “section 467 rental agreementther than an agreement with a related party te
* Any obligation to pay “rents from real property”

» Certain securities issued by governmental ent

* Any security issued by a REI

* Any debt instrument issued by an entity treate@ partnership for U.S. federal income tax puepdas which we are a partner to the
extent of our proportionate interest in the eqaityl debt securities of the partnership; and

* Any debt instrument issued by an entity treate partnership for U.S. federal income tax pepo®t described in the preceding
bullet points if at least 75% of the partnershigross income, excluding income from prohibiteshsactions, is qualifying income
purposes of the 75% gross income test describeeedhd- Gross Income Tests.”

For purposes of the 10% value test, our proportesehare of the assets of a partnership is oumoptiopate interest in any securities
issued by the partnership, without regard to tlenseges described in the last two bullet pointeah

As described above, we may, on a select basisstiivenortgage loans and mezzanine loans. Althauglexpect that our investments in
mezzanine loans will generally be treated as retalte assets, we anticipate that the mezzanins lnamhich we invest will not meet all the
requirements of the safe harbor in IRS Revenuedeiwe 2003-65. Thus no assurance can be providéthi IRS will not challenge our
treatment of mezzanine loans as real estate agskiionally, we expect that any investments inrtgage loans will generally be treated as
real estate assets. However, for purposes of ges tests, if the outstanding principal balanca nfortgage loan exceeds the fair market v
of the real property securing the loan, a portibauzh loan likely will not be a qualifying realtate asset. Under current law, it is not clear
how to determine what portion of such a loan wdltteated as a real estate asset. However, thedRBsued guidance stating that it will not
challenge a REIB treatment of a loan as being, in part, a reatestsset for purposes of the 75% asset test REA€ treats the loan as bei
a qualifying real estate asset in an amount equifiet lesser of (1) the fair market value of thel property securing the loan on the date the
REIT acquires the loan or (2) the fair market vadfighe loan. We intend to invest in mortgage loand mezzanine loans in a manner that
will enable us to continue to satisfy the assetgnods income test requirements.

We will monitor the status of our assets for pugsosf the various asset tests and will manage antfofio in order to comply at all times
with such tests. If we fail to satisfy the assstdat the end of a calendar quarter, we will as¢ lour REIT qualification if:

» we satisfied the asset tests at the end of theegireg calendar quarter; ¢

» the discrepancy between the value of our aggetshe asset test requirements arose from chamges market values of our assets
and was not wholly or partly caused by the acquisiof one or more non-qualifying assets.

If we did not satisfy the condition described ie econd item above, we still could avoid disqicatfon by eliminating any discrepancy
within 30 days after the close of the calendar gan which it arose.

In the event that we violate the 5% asset test]1@4é vote test or the 10% value test described@bweg will not lose our REIT
qualification if (1) the failure is de minimis (up the lesser of 1% of our assets or $10 milliarg ) we dispose of assets or otherwise
comply with the asset tests within six months atfterlast day of the quarter in which we identifigls failure. In the event of a failure of any
of the asset tests (other than de minimis faildesscribed in the preceding sentence), as
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long as the failure was due to reasonable causeatrtd willful neglect, we will not lose our REEEatus if we (1) dispose of assets or
otherwise comply with the asset tests within sixnthe after the last day of the quarter in whichidentify the failure, (2) we file a
description of each asset causing the failure thighlRS and (3) pay a tax equal to the greate66f@0 or the highest corporate tax rate
multiplied by the net income from the nonqualifyiagsets during the period in which we failed tis§athe asset tests.

We believe that the assets that we hold will satisé foregoing asset test requirements. Howevemawe not obtained and will not
obtain independent appraisals to support our csians as to the value of our assets and secuwtig¢le real estate collateral for the
mortgage or mezzanine loans that support our imezsts. Moreover, the values of some assets mayanstisceptible to a precise
determination. As a result, there can be no assartrat the IRS will not contend that our ownersifisecurities and other assets violates one
or more of the asset tests applicable to REITSs.

Distribution Requirements

Each taxable year, we must distribute dividendsgiothan capital gain dividends and deemed digidbs of retained capital gain, to our
stockholders in an aggregate amount at least égual

» thesumc
e 90% of our “REIT taxable incomegbmputed without regard to the dividends paid dédao@nd our net capital gain or loss;
*  90% of our aftetax net income, if any, from foreclosure propertynus

» the excess of the sum of certain items of na@iréacome over 5% of our “REIT taxable income.”

We must pay such distributions in the taxable yeavhich they relate, or in the following taxableay if either (a) we declare the
distribution before we timely file our U.S. fedematome tax return for the year and pay the disti@m on or before the first regular dividend
payment date after such declaration or (b) we dedthe distribution in October, November or Decendfehe taxable year, payable to
stockholders of record on a specified day in arghsuonth, and we actually pay the dividend befbeeend of January of the following year.
The distributions under clause (a) are taxabl@dostockholders in the year in which paid, anddist&ributions in clause (b) are treated as |
on December 31st of the prior taxable year. In limdtances, these distributions relate to our ferable year for purposes of the 90%
distribution requirement.

We will pay U.S. federal income tax on taxable imeg including net capital gain, that we do notrdisite to stockholders. Furthermore,
if we fail to distribute during a calendar yearbyrthe end of January following the calendar yedhe case of distributions with declaration
and record dates falling in the last three monfhith@calendar year, at least the sum of:

e 85% of our REIT ordinary income for such y

* 95% of our REIT capital gain income for such yean,

e any undistributed taxable income from prior peri
we will incur a 4% nondeductible excise tax on¢iteess of such required distribution over the antowe actually distribute.

We may elect to retain and pay income tax on thdomg-term capital gain we receive in a taxablary$f we so elect, we will be treated
as having distributed any such retained amounpdoposes of the 4% nondeductible excise tax dest@bove. We intend to make timely
distributions sufficient to satisfy the annual distition requirements and to avoid corporate incoaxeand the 4% nondeductible excise tax.

It is possible that, from time to time, we may ex@ece timing differences between the actual re¢adijncome and actual payment of
deductible expenses and the inclusion of that ircand deduction of such expenses in arriving aRitliT taxable income. For example, we
may not deduct recognized capital losses from REIT taxable income.Further, it is possible that, from time to time, may be allocated
share of net capital gain attributable to the séldepreciated property that exceeds our allocsiiidee of cash attributable to that sale. As a

result of the foregoing, we may have less cash ihaecessary to distribute taxable income suffiicie avoid corporate income tax and the
excise tax imposed on certain
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undistributed income or even to meet the 90% dhistion requirement. In such a situation, we maydrteeborrow funds or, if possible, pay
taxable dividends of our stock or debt securities.

Pursuant to Revenue Procedure 2010-12, the IRSedragemporary safe harbor authorizing publichdéd REITs to make elective
cash/stock dividends. That safe harbor has expitediever, the IRS has issued private letter rulitogsther REITs granting similar treatm:
to elective cash/stock dividends. Those rulings wraly be relied upon by the taxpayers to whom theye issued, but we could request a
similar ruling from the IRS. Accordingly, it is ulear whether and to what extent we will be ablpag taxable dividends payable in cash and
stock in later years. We have no current intenttomake a taxable dividend payable in our stock.

Under certain circumstances, we may be able teecbar failure to meet the distribution requiremienta year by paying “deficiency
dividends” to our stockholders in a later year. iy include such deficiency dividends in our dedurcfor dividends paid for the earlier
year. Although we may be able to avoid income taxamounts distributed as deficiency dividends, vilebe required to pay interest to t
IRS based upon the amount of any deduction weftak@eficiency dividends.

Recor dkeeping Requirements

We must maintain certain records in order to qua# a REIT. In addition, to avoid a monetary pgnale must request on an annual
basis information from our stockholders designedisalose the actual ownership of our outstandingks We intend to comply with these
requirements.

Failureto Qualify

If we fail to satisfy one or more requirements REIT qualification, other than the gross incomégesd the asset tests (for which the
cure provisions are described above), we coulddagiisiqualification if our failure is due to reasbtecause and not to willful neglect and we
pay a penalty of $50,000 for each such failureaddition, there are relief provisions for a failafethe gross income tests and asset tests, as
described in “- Gross Income Tests” and “- Assedt3é

If we fail to qualify as a REIT in any taxable yeand no relief provision applies, we would be sabjo U.S. federal income tax and any
applicable alternative minimum tax on our taxableome at regular corporate rates. In calculatimgaxable income in a year in which we
fail to qualify as a REIT, we would not be ablededuct amounts paid out to stockholders. In faetywould not be required to distribute any
amounts to stockholders in that year. In such everihe extent of our current and accumulatediegsmand profits, all distributions to
stockholders would be taxable as dividend inconugjett to certain limitations, corporate stockhatdmight be eligible for the dividends
received deduction and stockholders taxed at iddalirates may be eligible for the reduced U.Seifakincome tax rate of up to 20% on s
dividends, plus an additional 3.8% Medicare tathimm case of individuals, trusts and estates whuzmie exceeds certain thresholds. Unless
we qualified for relief under specific statutoryopisions, we also would be disqualified from tagatas a REIT for the four taxable years
following the year during which we ceased to qyadi$ a REIT. We cannot predict whether in all ainstances we would qualify for such
statutory relief.

Taxation of Taxable U.S. Stockholders
As used herein, the term “U.S. stockholder” meabsreeficial owner of our common stock that for Uesleral income tax purposes is:
» acitizen or resident of the United Sta

» acorporation (including an entity treated a®gporation for U.S. federal income tax purposesaied or organized in or under the
laws of the United States, any of its states oitistrict of Columbia;

* an estate whose income is subject to U.S. fedecahie taxation regardless of its sourct

* anytrustif (1) a U.S. court is able to exeegisimary supervision over the administration affstrust and one or more U.S. persons
have the authority to control all substantial diecis of the trust or (2) it has a valid electiorplace to be treated as a U.S. person.

If a partnership, entity or arrangement treated partnership for U.S. federal income tax purptsdds our common stock, the U.S.
federal income tax treatment of a partner in tiengaship will generally depend on the status eflartner and
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the activities of the partnership. If you are atparin a partnership holding our common stock, gmiurged to consult your tax advisor
regarding the consequences of the ownership apdsitoon of our common stock by the partnership.

As long as we qualify as a REIT, a taxable U.Scldtolder must generally take into account as orglimecome distributions made out of
our current or accumulated earnings and profitsvleado not designate as capital gain dividendgtined long-term capital gain. For
purposes of determining whether a distribution &lmfrom our current or accumulated earnings aafitprour earnings and profits will be
allocated first to our preferred stock dividendd #men to our common stock dividends. A U.S. stotdér will not qualify for the dividends
received deduction generally available to corporeti In addition, dividends paid to a U.S. stockkolgenerally will not qualify for the 20%
tax rate for “qualified dividend income.” The maxim tax rate for qualified dividend income receillsdU.S. stockholders taxed at
individual rates is 20%. The maximum tax rate oalified dividend income is lower than the maximuaw tate on ordinary income, which is
39.6%. Qualified dividend income generally includégdends paid to U.S. stockholders taxed at iigial rates by domestic C corporations
and certain qualified foreign corporations. Becauseare not generally subject to U.S. federal inedax on the portion of our REIT taxable
income distributed to our stockholders (see “- Taxaof Our Company” above), our dividends gengralill not be eligible for the 20% rate
on qualified dividend income. As a result, our oedy REIT dividends will be taxed at the higher tate applicable to ordinary income.
However, the 20% tax rate for qualified dividendame will apply to our ordinary REIT dividends &itributable to dividends received by us
from non-REIT corporations, such as our TRS, anddithe extent attributable to income upon whighhave paid corporate income tax
(e.g., to the extent that we distribute less thadP4 of our taxable income). In general, to qudiifiythe reduced tax rate on qualified dividend
income, a stockholder must hold our stock for nthesm 60 days during the 121-day period beginnintherdate that is 60 days before the
date on which our stock become ex-dividend. In taldi individuals, trusts and estates whose inceraeeds certain thresholds are also
subject to a 3.8% Medicare tax on dividends reckfuem us.

A U.S. stockholder generally will take into accoastlong-term capital gain any distributions thatdesignate as capital gain dividends
without regard to the period for which the U.S c&twlder has held our common stock. We generallydesignate our capital gain dividends
as either 20% or 25% rate distributions. See “-iahfains and Losses.” A corporate U.S. stockholdewever, may be required to treat up
to 20% of certain capital gain dividends as ordiriacome.

We may elect to retain and pay income tax on tlidéomg-term capital gain that we receive in a tdegkear. In that case, to the extent
that we designate such amount in a timely noticautth stockholder, a U.S. stockholder would bedateits proportionate share of our
undistributed long-term capital gain. The U.S. ktadder would receive a credit for its proportiomahare of the tax we paid. The
U.S. stockholder would increase the basis in itaroon stock by the amount of its proportionate sloduieur undistributed long-term capital
gain, minus its share of the tax we paid.

A U.S. stockholder will not incur tax on a distrttmn in excess of our current and accumulated egsnand profits if the distribution dc
not exceed the adjusted basis of the U.S. stockhisldommon stock. Instead, the distribution wellluce the adjusted basis of such stock. A
U.S. stockholder will recognize a distribution xcess of both our current and accumulated earr@ind9rofits and the U.S. stockholder’s
adjusted tax basis in his or her common stock rg-term capital gain, or short-term capital gaithé common stock has been held for one
year or less, assuming the common stock is a ¢@siset in the hands of the U.S. stockholder. itanh, if we declare a distribution
October, November or December of any year thaayaple to a U.S. stockholder of record on a spetifiate in any such month, such
distribution shall be treated as both paid by usraceived by the U.S. stockholder on Decemberf3lich year, provided that we actually
pay the distribution during January of the follogricalendar year.

Stockholders may not include in their individuad@me tax returns any of our net operating lossesapital losses. Instead, these losses
are generally carried over by us for potential etffsgainst our future income. Taxable distributisos us and gain from the disposition of
our stock will not be treated as passive activigoime and, therefore, stockholders generally waillre able to apply any “passive activity
losses,” such as losses from certain types oféungartnerships in which the stockholder is a Bahipartner, against such income. In addition,
taxable distributions from us and gain from thepdistion of our stock generally will be treatedmgestment income for purposes of the
investment interest limitations. We will notify stdholders after the close of our taxable year dbd@ortions of the distributions attributable
to that year that constitute ordinary income, netfrcapital and capital gain.

Taxation of U.S. Stockholders on the Disposition of Our Common Stock
A U.S. stockholder who is not a dealer in secigitrust generally treat any gain or loss realizezhuptaxable disposition of our
common stock as long-term capital gain or loskef.S. stockholder has held our common stock famerthan one year and otherwise as

short-term capital gain or loss. In general, a Wt&ckholder will realize gain or loss in an amoegtial to the difference between the sum of
the fair market value of any property and the amadicash received in

20




such disposition and the U.S. stockholder’s adfut& basis. A stockholder’s adjusted tax basiegaly will equal the U.S. stockholder’s
acquisition cost, increased by the excess of r@tatggains deemed distributed to the U.S. stoakdio{discussed above) less tax deemed paic
on such gains and reduced by any returns of capitalever, a U.S. stockholder must treat any Igesua sale or exchange of stock held by
such stockholder for six months or less as a lengricapital loss to the extent of capital gainadivids and any other actual or deemed
distributions from us that such U.S. stockholdeats as long-term capital gain. All or a portiorany loss that a U.S. stockholder realizes
upon a taxable disposition of our common stock imagisallowed if the U.S. stockholder purchasesrotommon stock within 30 days

before or after the disposition.

Capital Gainsand L osses

A taxpayer generally must hold a capital assetrfore than one year for gain or loss derived frasitle or exchange to be treated as
long-term capital gain or loss. The highest margimdividual income tax rate currently is 39.6%.eTimaximum tax rate on long-term capital
gain applicable to taxpayers taxed at individutésas 20% for sales and exchanges of assetsdratddre than one year. The maximum tax
rate on long-term capital gain from the sale ohaxge of “Section 1250 property,” or depreciabld property, is 25%, which applies to the
lesser of the total amount of the gain or the aedatad depreciation on the Section 1250 propentyaddition, individuals, estates or trusts
whose income exceeds certain thresholds are dtgectuo a 3.8% Medicare tax on gain from the séleur common stock.

With respect to distributions that we designateagsital gain dividends and any retained capitah ¢fadt we are deemed to distribute, we
generally may designate whether such a distributigdaxable to our stockholders taxed at individhadés at a 20% or 25% rate. Thus, the tax
rate differential between capital gain and ordinagome for those taxpayers may be significanaddition, the characterization of income as
capital gain or ordinary income may affect the dithility of capital losses. A non-corporate taxpaynay deduct capital losses not offset by
capital gains against its ordinary income only @p fmaximum annual amount of $3,000. A non-corgot@tpayer may carry forward unused
capital losses indefinitely. A corporate taxpayerstrpay tax on its net capital gain at ordinarypooate rates. A corporate taxpayer may
deduct capital losses only to the extent of capi@hs, with unused losses being carried back yeaes and forward five years.

Taxation of Tax-Exempt Stockholders

Tax-exempt entities, including qualified employemgion and profit sharing trusts and individuakeghent accounts, generally are
exempt from U.S. federal income taxation. Howetlay are subject to taxation on their unrelatedriass taxable income (“UBTI").
Although many investments in real estate gener&e€llthe IRS has issued a ruling that dividendribistions from a REIT to an exempt
employee pension trust do not constitute UBTI smlas the exempt employee pension trust does hetveise use the stock interest in the
REIT in an unrelated trade or business of the parsust. Based on that ruling, amounts that weilige to tax-exempt stockholders
generally should not constitute UBTI. However, iba-exempt stockholder were to finance its actjorsiof our stock with debt, a portion of
the income that it receives from us would consituBTI pursuant to the “debt-financed property’esilMoreover, social clubs, voluntary
employee benefit associations, supplemental ungmmat benefit trusts and qualified group legal E®mw plans that are exempt from
taxation under special provisions of the U.S. fatigrcome tax laws are subject to different UBTEs) which generally will require them to
characterize distributions that they receive fraras UBTI. Finally, in certain circumstances, alifjed employee pension or profit sharing
trust that owns more than 10% of our stock mustt tagpercentage of the dividends that it receik@® fus as UBTI. Such percentage is equal
to the gross income we derive from an unrelatedketia business, determined as if we were a pemsist) divided by our total gross income
for the year in which we pay the dividends. Thé¢ mpplies to a pension trust holding more than D®%ur stock only if:

» the percentage of our dividends that thegaampt trust must treat as UBTI is at least

» we qualify as a REIT by reason of the modificatof the rule requiring that no more than 50%wf stock be owned by five or fev
individuals that allows the beneficiaries of thexgien trust to be treated as holding our stockrapertion to their actuarial interests
in the pension trust; and

» either

* one pension trust owns more than 25% of the valwaiostock; o

» agroup of pension trusts individually holdingma than 10% of the value of our stock collectivelyns more than 50% of the
value of our stock.

21




Taxation of Non-U.S. Stockholders

The term “non-U.S. stockholder” means a benefioiaher of our common stock that is not a U.S. stotdkér or a partnership (or entity
treated as a partnership for U.S. federal incom@uaposes). The rules governing U.S. federal iretemation of nonresident alien
individuals, foreign corporations, foreign partrieéps, and other foreign stockholders are compléns $ection is only a summary of such
rules.We urge non-U.S. stockholdersto consult their tax advisorsto determine the impact of federal, state, and local income tax laws
on the pur chase, owner ship and sale of our common stock, including any reporting requirements.

A non-U.S. stockholder that receives a distributiwet is not attributable to gain from our salerchange of a “United States real
property interest,” or USRPI, as defined below, #rat we do not designate as a capital gain didlderretained capital gain will recognize
ordinary income to the extent that we pay suclritistion out of our current or accumulated earniagd profits. A withholding tax equal to
30% of the gross amount of the distribution ordigawill apply to such distribution unless an amalble tax treaty reduces or eliminates the
tax. However, if a distribution is treated as efifeely connected with the non-U.S. stockholder'saact of a U.S. trade or business
(conducted through a United States permanent éstiaiént, where applicable), the non-U.S. stockhaj@merally will be subject to U.S.
federal income tax on the distribution at graduatgds, in the same manner as U.S. stockholdetsxad with respect to such distribution,
and a non-U.S. stockholder that is a corporatiso alay be subject to the 30% branch profits tak vaspect to that distribution. Except with
respect to certain distributions attributable te shle of USRPIs described below, we plan to withkbS. income tax at the rate of 30% on
the gross amount of any such distribution paid thomU.S. stockholder unless either:

* alower treaty rate applies and the non-U.Skdtolder files an IRS Form W-8BEN evidencing elitii» for that reduced rate with
us; or

» the non-U.S. stockholder files an IRS Form3&€| with us claiming that the distribution is effiwely connected incom

A non-U.S. stockholder will not incur tax on a distition in excess of our current and accumulatediags and profits if the excess
portion of such distribution does not exceed thesidd basis of its common stock. Instead, the expertion of such distribution will reduce
the adjusted basis of such stock. A non-U.S. stolddn will be subject to tax on a distribution tlexteeds both our current and accumulated
earnings and profits and the adjusted basis staisk, if the non-U.S. stockholder otherwise wdddsubject to tax on gain from the sale or
disposition of its stock, as described below. Bseaue generally cannot determine at the time weenaadkistribution whether the distribution
will exceed our current and accumulated earningspaafits, we normally will withhold tax on the ém’t amount of any distribution at the
same rate as we would withhold on a dividend. Haxea non-U.S. stockholder may claim a refund obants that we withhold if we later
determine that a distribution in fact exceededaurent and accumulated earnings and profits. Wet mithhold 10% of any distribution that
exceeds our current and accumulated earnings arfitspConsequently, although we intend to withhalc rate of 30% on the entire amount
of any distribution, to the extent that we do notsh, we will withhold at a rate of 10% on any jmortof a distribution not subject to
withholding at a rate of 30%.

For any year in which we qualify as a REIT, a naisstockholder will incur tax on distributions tlzaie attributable to gain from our
sale or exchange of a USRPI under the Foreign tmezd in Real Property Act of 1980 (“FIRPTA”). A B®I includes certain interests in
real property and stock in certain corporationieast 50% of whose assets consist of USRPIs. URGRIFTA, a nond.S. stockholder is taxe
on distributions attributable to gain from saledJ&RPIs as if such gain were effectively conneetgd a U.S. business of the non-

U.S. stockholder. A non-U.S. stockholder thus wdigdaxed on such a distribution at the normaltahpains rates applicable to

U.S. stockholders, subject to applicable altermathmimum tax and a special alternative minimumitathe case of a nonresident alien
individual. A non-U.S. corporate stockholder notiteed to treaty relief or exemption also may béjsat to the 30% branch profits tax on
such a distribution. We would be required to witlth®5% of any distribution that we could designagea capital gain dividend. A non-
U.S. stockholder may receive a credit againsaitdiability for the amount we withhold.

However, capital gain distributions on our commtutk that are attributable to our sale of real propwill be treated as ordinary
dividends rather than as gain from the sale of RRISas long as (i) our common stock is reguladgéd on an established securities market
in the United States and (ii) the non-U.S. stockbodid not own more than 5% of our common stocngttime during the one-year period
preceding the distribution. As a result, non-Ut8ckholders owning 5% or less of our common stoskegally will be subject to withholding
tax on such capital gain distributions in the sanamner as they are subject to withholding tax alinary dividends. We believe our common
stock currently is treated as regularly traded mestablished securities market in the United Stat®ur common stock is not regularly
traded on an established securities market in thited States or the non-U.S. stockholder owned riae 5% of our common stock at any
time during the one-
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year period preceding the distribution, capitahgdistributions that are attributable to our sdlesal property would be subject to tax un
FIRPTA, as described in the preceding paragraphebier, if a non-U.S. stockholder disposes of tmon stock during the 30-day period
preceding the ex-dividend date of a dividend, arnthsion-U.S. stockholder (or a person related ¢b s1on-U.S. stockholder) acquires or
enters into a contract or option to acquire thermom stock within 61 days of the first day of the®y period described above, and any
portion of such dividend payment would, but for theposition, be treated as a USRPI capital gasutih non-U.S. stockholder, then such
non-U.S. stockholder shall be treated as having RIS&pital gain in an amount that, but for the d&fon, would have been treated as
USRPI capital gain.

Although the law is not clear on the matter, it@gs that amounts we designate as retained cgpited in respect of our common stock
held by U.S. stockholders generally should be ¢k atith respect to non-U.S. stockholders in theesaranner as actual distributions by us of
capital gain dividends. Under this approach, a ids- stockholder would be able to offset as a traghinst its U.S. federal income tax
liability resulting from its proportionate sharetbt tax paid by us on such retained capital gaing,to receive from the IRS a refund to the
extent of the non-U.S. stockholder’s proportiorsttare of such tax paid by us exceeds its actualfedd&ral income tax liability, provided
that the non-U.S. stockholder furnishes requiréorination to the IRS on a timely basis.

Non-U.S. stockholders could incur tax under FIRPAi# respect to gain realized upon a dispositioowfcommon stock if we are a
United States real property holding corporationimya specified testing period. If at least 50%a&EIT’'s assets are USRPIs, then the REIT
will be a United States real property holding cogtion. We believe that we are and will continudéoa United States real property holding
corporation based on our asset mix and investnieategy. However, despite our status as a UnitateSteal property holding corporation, a
non-U.S. stockholder generally would not incur taxder FIRPTA on gain from the sale of our commalsif we are a “domestically
controlled qualified investment entity.” A domesiily controlled qualified investment entity incluela REIT in which, at all times during a
specified testing period, less than 50% in valu#so$tock are held directly or indirectly by non8Jstockholders. We believe that we
currently are a domestically controlled qualifiedeéstment entity, but because our common stockbtigly traded, we cannot assure you that
we are or will be a domestically controlled qualifiinvestment entity in the future. If our commawck is regularly traded on an established
securities market, an additional exception to &xeunder FIRPTA is available with respect to ounomon stock, even if we do not qualify as
a domestically controlled qualified investment gnét the time the non-U.S. stockholder sells timon stock. Under that exception, the
gain from such a sale by such a non-U.S. stockhalidenot be subject to tax under FIRPTA if:

» our common stock is treated as being regulaalgead under applicable U.S. Treasury regulationaroestablished securities
market; and

» the non-U.S. stockholder owned, actually or tamsively, 5% or less of our common stock at afiés during a specified testing
period.

As noted above, we believe that our common stockiigently treated as being regularly traded oestablished securities market.

If the gain on the sale of our common stock wexedaunder FIRPTA, a non-U.S. stockholder wouldéetl on that gain in the same
manner as U.S. stockholders, subject to applicaldenative minimum tax and a special alternativeimum tax in the case of nonresident
alien individuals. Furthermore, a non-U.S. stocleolgenerally will incur tax on gain not subjecRI&RPTA if:

» the gain is effectively connected with the norslstockholder’s U.S. trade or business, in whi$e the non-U.S. stockholder will
be subject to the same treatment as U.S. stockisoldéh respect to such gain; or

» the non-U.S. stockholder is a nonresident aheéividual who was present in the U.S. for 183 daysore during the taxable year
and has a “tax home” in the United States, in wit@be the non-U.S. stockholder will incur a 30%dehis or her capital gains.

For payments after June 30, 2014, a U.S. withhglthx at a 30% rate will be imposed on dividendd pa our common stock received
by certain non-U.S. stockholders if certain disatesrequirements related to U.S. accounts or ovaipeese not satisfied. In addition, if those
disclosure requirements are not satisfied, a Uithhelding tax at a 30% rate will be imposed, fayments after December 31, 2016, on
proceeds from the sale of our common stock recdiyeckrtain non-U.S. stockholders. If payment ahiwdlding taxes is required, non-

U.S. stockholders that are otherwise eligible foeaemption from, or reduction of, U.S. withholditagxes with respect of such dividends and
proceeds will be required to seek a refund
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from the IRS to obtain the benefit or such exemptioreduction. We will not pay any additional amtsuin respect of any amounts withheld.
Information Reporting Requirements and Backup Withholding, Shares Held Offshore

We will report to our stockholders and to the IR8 amount of distributions we pay during each aideryear, and the amount of tax we
withhold, if any. Under the backup withholding rsij@ stockholder may be subject to backup withhgl@it a rate of 28% with respect to
distributions unless the holder:

e is a corporation or qualifies for certain other mey¢ categories and, when required, demonstratesati; o

e provides a taxpayer identification number, ¢iextias to no loss of exemption from backup withivay, and otherwise complies with
the applicable requirements of the backup withhmgdules.

A stockholder who does not provide us with its eotitaxpayer identification number also may be esttito penalties imposed by the
IRS. Any amount paid as backup withholding willdreditable against the stockholder’s income tabillis. In addition, we may be required
to withhold a portion of capital gain distributiottsany stockholders who fail to certify their nforeign status to us.

Backup withholding will generally not apply to pagnts of dividends made by us or our paying agémtbeir capacities as such, to a
non-U.S. stockholder provided that the non-U.Scldtolder furnishes to us or our paying agent tiggired certification as to its non-
U.S. status, such as providing a valid IRS FormBER or W-8ECI, or certain other requirements aré. iNetwithstanding the foregoing,
backup withholding may apply if either we or ouyjpeg agent has actual knowledge, or reason to kitioat,the holder is a U.S. person that is
not an exempt recipient. Payments of the net pascéem a disposition or a redemption effectedidetthe U.S. by a non-U.S. stockholder
made by or through a foreign office of a brokeregaily will not be subject to information reporting backup withholding. However,
information reporting (but not backup withholdirggnerally will apply to such a payment if the brnokas certain connections with the
U.S. unless the broker has documentary evidenitg iacords that the beneficial owner is a non-Wt8ckholder and specified conditions are
met or an exemption is otherwise established. Payofehe net proceeds from a disposition by a boB- stockholder of our stock made by
or through the U.S. office of a broker is generalipject to information reporting and backup witlliy unless the non-U.S. stockholder
certifies under penalties of perjury that it is ad.S. person and satisfies certain other req@ntsn or otherwise establishes an exemption
from information reporting and backup withholding.

Backup withholding is not an additional tax. Any@mts withheld under the backup withholding rulesyrbe refunded or credited
against the stockholderU.S. federal income tax liability if certain reéigpd information is furnished to the IRS. Stockheklare urged cons
their tax advisors regarding application of backuihholding to them and the availability of, andpedure for obtaining an exemption from,
backup withholding.

For payments after June 30, 2014, a U.S. withhglthx at a 30% rate will be imposed on dividendd pa our common stock received
by U.S. stockholders who own their common stockulyh foreign accounts or foreign intermediarieseiftain disclosure requirements rele
to U.S. accounts or ownership are not satisfie@ddudition, if those disclosure requirements aresatisfied, a U.S. withholding tax at a 30%
rate will be imposed, for payments after Decemidgr2®16, on proceeds from the sale of our commaekseceived by U.S. stockholders
who own their common stock through foreign accoant®reign intermediaries. We will not pay any didehal amounts in respect of any
amounts withheld.

Other Tax Consequences

Tax Aspects of Our Investments in the Operatindgrieaship and Subsidiary Partnership$he following discussion summarizes certain
material federal income tax considerations apple&dour direct or indirect investment in our Ogaérg Partnership and any subsidiary
partnerships or limited liability companies we foomacquire that are treated as partnerships étaré income tax purposes, each individu
referred to as a “Partnership” and, collectively,'Bartnerships.” The following discussion doesamter state or local tax laws or any federal
tax laws other than income tax laws.

Classification as PartnershipsWe are entitled to include in our income ourrilsitive share of each Partnership’s income argettuct
our distributive share of each Partnership’s losseg if such Partnership is classified for fedeénmiome tax purposes as a partnership (or an
entity that is disregarded for federal income taxppses if the entity has only one owner or memlsather than as a corporation or an
association taxable as a corporation. An orgamiratiith at least two owners or members will be sifeed as a partnership, rather than as a
corporation, for federal income tax purposes if it:
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* istreated as a partnership under the Treaggylations relating to entity classification (thehéck-the-box regulations"gnc
e is not a “publicly tradedpartnershig

Under the check-the-box regulations, an unincomeadrantity with at least two owners or members elagt to be classified either as an
association taxable as a corporation or as a paltipe If such an entity does not make an elecitogenerally will be treated as a partnership
for federal income tax purposes. We intend thah &zartnership will be classified as a partnersbiféderal income tax purposes (or else a
disregarded entity where there are not at leasseparate beneficial owners).

A publicly traded partnership is a partnership véhivderests are traded on an established securifieset or are readily tradable on a
secondary market (or a substantial equivalent)uBliply traded partnership is generally treatecé asrporation for federal income tax
purposes, but will not be so treated if, for eaotable year beginning after December 31, 1987 iiclnit was classified as a publicly traded
partnership, at least 90% of the partnership’'sghosome consisted of specified passive incoméydireg real property rents (which includes
rents that would be qualifying income for purposéthe 75% gross income test, with certain modifaes that make it easier for the rents to
qualify for the 90% passive income exception), gdiom the sale or other disposition of real propenterest, and dividends (the “90%
passive income exception”).

Treasury regulations, referred to as PTP regulatiprovide limited safe harbors from treatment pslalicly traded partnership. Pursuant
to one of those safe harbors (the “private placereclusion”), interests in a partnership will et treated as readily tradable on a secondary
market or the substantial equivalent thereof ifgll)nterests in the partnership were issuedtitm@asaction or transactions that were not
required to be registered under the SecuritiesoAtB33, as amended, and (2) the partnership datdsawve more than 100 partners at any
time during the partnership’s taxable year. Fordatermination of the number of partners in a paghip, a person owning an interest in a
partnership, grantor trust, or S corporation that®an interest in the partnership is treated@arter in the partnership only if (1)
substantially all of the value of the owner’s itglrin the entity is attributable to the entstgirect or indirect interest in the partnershig é2)

a principal purpose of the use of the entity ipe@omit the partnership to satisfy the 100-partimeitation. Each Partnership (other than the
Operating Partnership, which has more than 10tees} should qualify for the private placement asin.

The Operating Partnership does not qualify forpheate placement exclusion. Another safe harbaeuthe PTP regulations provides
that so long as the sum of the percentage interepertnership capital or profits transferred dgrthe taxable year of the partnership doe:
exceed two percent of the total interests in thénpaship capital or profits, interests in the parship will not be treated as readily tradable
a secondary market or the substantial equivalemedi. For purposes of applying the two percerdghold, “private transferstfansfers mad
under certain redemption or repurchase agreememdstransfers made through a “qualified matchingise” are ignored. While we believe
that the Operating Partnership satisfies the cmmitof this safe harbor, we cannot assure youttiea©perating Partnership has or will
continue to meet the conditions of this safe hamdhe future. Consequently, while units of thee@ting Partnership are not and will not be
traded on an established securities market, ankk wieé exchange rights of limited partners of theefating Partnership are restricted by the
agreement of limited partnership in ways that wielse, taking into account all of the facts andtainstances, prevent the limited partners
from being able to buy, sell or exchange their t@dipartnership interests in a manner such thdirttiged partnership interests would be
considered “readily tradable on a secondary mark#ie substantial equivalent thereafider the PTP regulations, no complete assurant
be provided that the IRS will not successfully asget the Operating Partnership is a publiclgée partnership.

As noted above, a publicly traded partnership glitreated as a corporation for federal incometagposes unless at least 90% of such
partnership’s gross income for each taxable yeahich the partnership is a publicly traded parshgr consists of “qualifying incomefndet
Section 7704 of the Code. “Qualifying income” un@exction 7704 of the Code includes interest, divitde real property rents, gains from the
disposition of real property, and certain incomgains from the exploitation of natural resourdesaddition, qualifying income under
Section 7704 of the Code generally includes angrime that is qualifying income for purposes of tb&®gross income test applicable to
REITs. We believe the Operating Partnership hasfiat the 90% qualifying income test under Secii@d4 of the Code in each year sinc
formation and will continue to satisfy that exceptin the future. Thus, we believe the Operatingrfeaship has not and will not be taxed :
corporation.

There is one significant difference, however, rdgay rent received from related party tenants utldeREIT gross income tests and the
90% qualifying income exception. For a REIT, rewinf a tenant does not qualify as rents from regperty if the REIT and/or one or more
actual or constructive owners of 10% or more ofREET actually or constructively own 10% or moretloé tenant. Under Section 7704 of
Code, rent from a tenant is not qualifying incorfn@ partnership and/or one or more actual or canstre owners of 5% or more of the
partnership actually or constructively own 10% aren
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of the tenant. Accordingly, we will need to monitmmpliance with both the REIT rules and the puplicaded partnership rules.

We have not requested, and do not intend to regaiesting from the IRS that the Operating Parthgr®r any other Partnerships will be
classified as a partnership (or disregarded erititie entity has only one owner or member) fatdial income tax purposes. If for any reason
a Partnership were taxable as a corporation, rétlaeras a partnership, for federal income tax geep, we would not be able to qualify as a
REIT. See “-Gross Income Tests” and “-Asset Tedtsdddition, any change in a Partnership’s stiiugax purposes might be treated as a
taxable event, in which case we might incur takiliy without any related cash distribution. SeBistribution RequirementsFurther, item:
of income and deduction of such Partnership wooldoass through to its partners, and its parthexddvbe treated as stockholders for tax
purposes. Consequently, such Partnership woulddpgred to pay income tax at corporate rates omeiténcome, and distributions to its
partners would constitute dividends that wouldlm®tdeductible in computing such Partnership’s thexatzome.

Income Taxation of the Partnershipsand Their Partners

Partners, Not the Partnerships, Subject to Taxpartnership is not a taxable entity for fedénabme tax purposes. We will therefore
take into account our allocable share of each Pestip’s income, gains, losses, deductions, arditsrior each taxable year of the
Partnership ending with or within our taxable yeaen if we receive no distribution from the Parsfhép for that year or a distribution less
than our share of taxable income. Similarly, eeme receive a distribution, it may not be taxabkie distribution does not exceed our
adjusted tax basis in our interest in the Partrigrsh

Partnership Allocations Although a partnership agreement generally vétedmine the allocation of income and losses anpamtners,
allocations will be disregarded for tax purposefdy do not comply with the provisions of the fedéncome tax laws governing partnership
allocations. If an allocation is not recognizedfimaleral income tax purposes, the item subjedteaatlocation will be reallocated in
accordance with the partners’ interests in thengaship, which will be determined by taking int@waant all of the facts and circumstances
relating to the economic arrangement of the pastméth respect to such item. Each Partnershiptcations of taxable income, gain, and loss
are intended to comply with the requirements offéeeral income tax laws governing partnershipcaitions.

Tax Allocations With Respect to Contributed Projgsrtincome, gain, loss, and deduction attributabl@}appreciated or depreciated
property that is contributed to a partnership inh@nge for an interest in the partnership or (bperty revalued on the books of a partnership
must be allocated in a manner such that the cartinidp partner is charged with, or benefits frongpectively, the unrealized gain or
unrealized loss associated with the property atithe of the contribution. The amount of such utized gain or unrealized loss, referred t
“built-in gain” or “built-in loss,”is generally equal to the difference between tiivenfiarket value of the contributed or revalued ety at the
time of contribution or revaluation and the adjdstax basis of such property at that time, refetoeds a “book-tax difference”. Such
allocations are solely for federal income tax psgsoand do not affect the book capital accountshmr economic or legal arrangements
among the partners. Our Operating Partnership dgsred and may acquire appreciated property imaxge for limited partnership intere:
We have a carryover, rather than a fair marketeydbasis in such contributed assets equal to tsis bhthe contributors in such assets,
resulting in a book-tax difference. As a resulttadt book-tax difference, we have a lower adjusiasis with respect to that portion of our
Operating Partnership’assets than we would have with respect to alsaeisg a tax basis equal to fair market value atitime of acquisitior
This results in lower depreciation deductions wébpect to the portion of our Operating Partnetstagsets attributable to such contributir
which could cause us to be allocated tax gain aees of book gain in the event of a property digioos

The U.S. Treasury Department has issued regulatensring partnerships to use a “reasonable méttwwdllocating items with respect
to which there is a book-tax difference and outiinseveral reasonable allocation methods. Unlesssvgeneral partner select a different
method, our Operating Partnership will use theiti@thl method for allocating items with respectahich there is a bootax difference. As
result, the carryover basis of assets in the hahdar Operating Partnership in contributed propeguses us to be allocated lower amour
depreciation deductions for tax purposes than wbaldllocated to us if all of our assets were teehatax basis equal to their fair market
value at the time of the contribution, and a sélfihat portion of our Operating Partnership’s pndigs which have a carryover basis could
cause us to be allocated taxable gain in excetfeafconomic or book gain allocated to us as dtrekauch sale, with a corresponding
benefit to the contributing partners. As a resftithe foregoing allocations, we may recognize tédex@come in excess of cash proceeds in the
event of a sale or other disposition of properthiolr might adversely affect our ability to complytiwnthe REIT distribution requirements and
may result in a greater portion of our distributdseing taxed as dividends, instead of a tax-feagm of capital or capital gains.
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Basis in Partnership InteresiOur adjusted tax basis in any partnership intevesown generally will be:
« the amount of cash and the basis of any other psop& contribute to the partnerst

* increased by our allocable share of the partmigssincome (including taxexempt income) and our allocable share of indeleteslo!
the partnership; and

e reduced, but not below zero, by our allocabkrstof the partnership’s loss, the amount of cashtlae basis of property distributed
to us, and constructive distributions resultingrra reduction in our share of indebtedness of #rmprship.

Loss allocated to us in excess of our basis inrmeeship interest will not be taken into accountiluve again have basis sufficient to
absorb the loss. A reduction of our share of pastrip indebtedness will be treated as a constrictsh distribution to us, and will reduce
our adjusted tax basis. Distributions, includinggtouctive distributions, in excess of the basiswfpartnership interest will constitute
taxable income to us. Such distributions and constre distributions normally will be characterizasl long-term capital gain.

Sale of a Partnership’s PropertyGenerally, any gain realized by a Partnershighersale of property held for more than one yeérbei
long-term capital gain, except for any portiontod gain treated as depreciation or cost recovegptare. Any gain or loss recognized by a
Partnership on the disposition of contributed @aheed properties will be allocated first to thetpars who contributed the properties or who
were partners at the time of revaluation, to themxof their built-in gain or loss on those prdjees for federal income tax purposes. The
partners’ built-in gain or loss on contributed evalued properties is the difference between thimees’ proportionate share of the book va
of those properties and the partners’ tax basiealile to those properties at the time of the dmuttion or revaluation. Any remaining gain or
loss recognized by the Partnership on the disposif contributed or revalued properties, and aaiy @r loss recognized by the Partnership
on the disposition of other properties, will beoalited among the partners in accordance with pleegentage interests in the Partnership.

Our share of any Partnership gain from the salevantory or other property held primarily for sédecustomers in the ordinary courst
the Partnership’s trade or business will be treatethcome from a prohibited transaction subject 100% tax. Income from a prohibited
transaction may have an adverse effect on ourtyabilisatisfy the gross income tests for REIT stafee “-Gross Income Tests.” We do not
presently intend to acquire or hold, or to allow &artnership to acquire or hold, any property thiikely to be treated as inventory or
property held primarily for sale to customers ia trdinary course of our, or the Partnership’sjdrar business.

Legislative or Other Actions Affecting REITs

The present federal income tax treatment of REI&g bee modified, possibly with retroactive effect,lbgislative, judicial or
administrative action at any time. The REIT rules eonstantly under review by persons involvedmlegislative process and by the IRS
the U.S. Treasury Department which may resultatusory changes as well as revisions to regulatimbsinterpretations. Additionally,
several of the tax considerations described heneircurrently under review and are subject to ceaRgospective stockholders are urged to
consult with their tax advisors regarding the dffefpotential changes to the federal tax laws mimaestment in our common stock.

State, Local and Foreign Taxes
We and/or you may be subject to taxation by vargiages, localities and foreign jurisdictions, irdihg those in which we or a
stockholder transacts business, owns propertysities. The state, local and foreign tax treatmexyt differ from the U.S. federal income tax

treatment described above. Consequently, you geluo consult your tax advisors regarding thecefdé state, local and foreign tax laws
upon an investment in our common stock.
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SELLING STOCKHOLDERS

The shares of common stock included in this offgare 3,611,166 shares that may be sold by satockholders. We refer to these
shares as the “resale shares.” Only 659,211 afeiede shares are currently outstanding. We mag igge remaining resale shares to the
selling stockholders upon the exercise of 15,0G8tanding warrants and the redemption of 2,936c¢@f5tanding Common Units. See “Plan
of Distribution.”

The selling stockholders may offer and sell fromeito time under this prospectus any and all oféisale shares. Information about the
selling stockholders is set forth herein. Inforroatabout additional selling stockholders may bdah in a prospectus supplement, in a post-
effective amendment or in filings that we make with SEC under the Exchange Act, which are incatedrby reference in this prospectus.
There are currently no agreements, arrangemenisdarstandings with respect to the sale of anh®fésale shares that will be held by the
selling stockholders. None of the selling stockleaddare broker-dealers or affiliates of broker-eesal

The following table sets forth, for each sellingcitholder, the amount of our common stock ownegl nilimber of shares of common

stock offered hereby and the percentage of the amrstock owned after completion of the offeringuasig all of the offered shares are
sold:

Number of Shares

Number of Shares Number of Shares Beneficially Owned Per centage Owner ship
Name of Selling Stockholder (1) Beneficially Owned (2) Offered Following Resale Following Resale (3)
Alan Schwartz * 4,25¢ * *
Alfus Family Limited Partnership * 35,16 * *
Anne S. Sovey * 47¢% * *
Bruce and Erin King Living Trust * 4,85( * *
Dale R. Johannes * 941 * *
Bissell Family Limited Partnership * 19,20: * *
C. Hamilton Sloan * 24,54 * *
C. Hamilton Sloan Trust * 44,87( * *
C.S. Henline Trust * 3,87¢ * *
Carolina Capital Corporation * 3,79¢ * *
Catherine D. Rainey * 50 * *
Charles E. Mueller, MD * 16C * *
Daniel C. Austin * 91,88" * *
Daniel C. Brown, Jr. * 2,37¢ * *
Daniel F. Murphy * 22,28¢ * *
David L. Gordon * 1,04¢ * *
David Smith * 49,02: * *
Deborah Laub * 1,04¢ * *
Dennis L. Olive * 4,12 * *
Donald L. Harley * 5,23¢ * *
Easlan Capital, Inc. * 19C * *
Edward W. & Kathleen Hayes * 1,63t * *
Eugene M. Langley, Jr. Revocable Trust * 16,19¢ * *
Fox Run Development * 32¢ * *
Gary T. Baker * 124,50( * *
Glenn Weathers * 5,34¢ * *
H. Jack Leister * 89,77( * *
Harrison A. Underwood, IlI * 2,63t * *
Henry P. Royster, Jr. * 1,211 * *
Hyman Auerbach * 46,75¢ * *
J. Rex Thomas * 25,85t * *
J. Roger Edwards, Jr. * 1,20¢ * *
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Number of Shares

Number of Shares Number of Shares Beneficially Owned Per centage Owner ship
Name of Selling Stockholder (1) Beneficially Owned (2) Offered Following Resale Following Resale (3)
J.T. Hobby & Son, Inc. * 8,311 * *
James F. Marshall * 50,39° * *
Jamile J. Francis, Jr. * 2,32t * *
Jaw Holdings I, LLC * 9,621 * *
Jeffrey Hymes * 5,50¢ * *
Jerome and Linda Janger Revocable Trust * 198,06: * *
Jerome Silvey * 1,53¢ * *
Jim Ayers * 131,04 * *
Jim Campbell * 5,34: * *
John Rainey * 2,61( * *
John S. Rainey & Mary Belser, Tr U/W C.S. RaineB/Ef J. Raine) * 237 * *
John S. Rainey, Jr., Trust * 45 * *
John S. Rainey, Tr U/W C.S. Rainey F/B/O Mary RIsBe * 237 * *
John S. Rainey, Tr U/W C.S. Rainey F/B/O Nancy Gegw * 237 * *
John S. Rainey, Tr U/W C.S. Rainey F/B/O Rob Rainey * 237 * *
John Turner * 3,00( * *
Jonathan Eilian * 13,66+ * *
Keith R. Harrod * 3,04¢ * *
Kenneth M. Weiss * 22t * *
Kennington Ltd., Inc. * 503,94 * *
Kyle Woolfolk * 13,09¢ * *
L. Terrell Sovey * 47k * *
L.B.M. Family Limited Partnership * 25,68 * *
Lambster Partners * 2,315 * *
Leonard Barrier * 7,26( * *
Linda Janger * 4,39¢ * *
Lowell D. Kraff * 23¢ * *
LPK Investments, LLC * 33,72( * *
Margaret Smith * 54,32 * *
Mark Hamilton Sloan * 2,261 * *
Mark Hamilton Sloan Trust * 2,57t * *
Mark Walsh * 15,00( * *
Marmor Living Trust * 26,82( * *
Mary R. Belser * 47k * *
Nancy R. Crowley * 95 * *
Neal S. Johnston * 5,38t * *
O. Temple Sloan 11l * 1 * *
O. Temple Sloan IIl Trust * 2,57¢ * *
O. Temple Sloan Jr) L 216,76! L L
O. Temple Sloan Jr. Trug) * 44.,87( * *
Parke D. Joyner * 7,191 * *
Paul Kreckmanes) * 19¢€ * *
Ralph W. Mullins, Jr. * 82,21 * *
Reba A. Bahn * 1,04¢ * *
Richard Faber * 7,871 * *
Ridley Wills * 11,86¢ * *
Ridley Wills (Mrs.) * 7,871 * *
Robert E. Coles * 98¢ * *

Robert Faber * 15,95¢ * *
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Number of Shares

Number of Shares Number of Shares Beneficially Owned Per centage Owner ship

Name of Selling Stockholder (1) Beneficially Owned (2) Offered Following Resale Following Resale (3)
Robert M. Rainey * 47k * *
Robert Wainer * 22,28t * *
Roger G. White * 50,00( * *
Royall Brown * 2,00( * *
SECC Partners * 75,88: * *
Sheridan Trust * 1,00¢ * *
Spring Place, LLG4) * 659,21. (7) * *
Stanley and Audri Tendler Family Trust * 7,811 * *
Stephen Timko Revocable Trust * 193,90 * *
Susan Kellett * 38,52¢ * *
Suzanne B. Ross * 11C * *
The Audri May Tendler Trust * 2,92¢ * *
The Bennie Auerbach Irrevocable Trust * 10,38 * *
The Crawley F. Joyner, Il Living Trust * 7,191 * *
The Leon Auerbach Revocable Trust * 30,32¢ * *
The Nusebaum Family Trust * 85€ * *
The Robert and Janice Goldman Living Trust * 77,61t * *
The Sandra H. Taylor Living Trust * 3,57( * *
The Sardinian Group, LLC * 23,11¢ * *
Thomas A. Hunter, IlI * 4,96¢ * *
Thomas C. Brown Revocable Trust * 2,32t * *
Thomas H. Davis * 3,56¢ * *
Thomas T. Crumpler * 967 * *
TUA Robert B. Faber * 3,741 * *
Union Realty Company GP * 183,58 * *
Victoria Martin Langley Revocable Trust * 27,12: * *
William A. White, Jr. * 9,80t * *
Total 3611166

* Less than 1%.

(1) Selling stockholders that are entities majyritliste shares of common stock prior to sale umitisrprospectus. The selling stockholders may ialslode
persons who are donees, pledgees or successartgiiast of the listed selling stockholders.

(2) The shares of common stock include warranisGommon Units held by a selling stockholder arsliaes that such warrants will be exercised and
Common Units will be redeemed for shares of ourrmom stock. The number of shares of common stoaknaess that no stock options are exchanged
for shares of common stock.

(3) This percentage is calculated assuming that salling stockholder sells all of the sharesrefiieby this prospectus. It is difficult to estimatigh any
degree of certainty the amount and percentageavéstof common stock that would be held by eadimgedtockholder after completion of the offering.
First, we have the option to satisfy Common Uniter@ption requests by paying the cash value of tirar@on Units rather than issuing shares of our
common stock. The number of shares offered herstynaes we elect to satisfy all redemption requsstssuing shares. Second, assuming a selling
stockholder receives shares of common stock up@xartise of warrants or a redemption of such @d@ommon Units, such holder may offer all,
some or none of such shares.

(4) Selling stockholder is an entity controlled by GéheAnderson, a director of the Compe
(5) O. Temple Sloan Jr. is the Chairman of the BoarBicdctors of the Compar
(6) Paul Kreckman is a Vice President of the Comg

(7) These 659,211 shares are the only resale sharestyioutstanding
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PLAN OF DISTRIBUTION

This prospectus relates to the offer and sale &étling stockholders of 3,611,166 shares of oarrnon stock, which include shares we
may issue upon the exercise of a like number ofamds or the redemption of a like number of Comrdaiits. Our common stock is listed on
the NYSE under the symbol “HIW.”

We have not and will not receive any proceeds ftioenoffering by the selling stockholders.

As used in this prospectus, “selling stockholdémnstudes donees, pledgees, transferees or otheessmrs-in-interest selling shares
received after the date of this prospectus fromlling stockholder as a gift, pledge, partnershgtribution or other non-sale related transfer.
All costs, expenses and fees in connection withrélyéstration of the shares of common stock offéreckby will be borne by us. Brokerage
commissions and similar selling expenses, if attyibatable to the sale of shares of common stdféed hereby will be borne by the selling
stockholders. Sales of shares of common stock reaffected by selling stockholders from time todim one or more types of transactions
(which may include block transactions) on the NY®Ehe over-the-counter market, in negotiateddaations, through put or call options
transactions relating the shares of common sthckugh short sales of shares of common stock outiir a combination of such methods of
sale, at market prices prevailing at the time ¢¢ sa at negotiated prices. Such transactions mayay not involve brokers or dealers. The
selling stockholders have advised us that they haventered into any agreements, understandingg@amgements with any underwriters or
broker-dealers regarding the sale of their sharasis there an underwriter or coordinating broketing in connection with the proposed sale
of shares of common stock by the selling stocktrslde

Selling stockholders also may resell all or a portof the shares of common stock in open markaséetions in reliance upon Rule 144
under the Securities Act, provided the requiremehtich rule are met.

The selling stockholders may effect such transasttyy selling shares of common stock directly techasers or to or through broker-
dealers, which may act as agents or principalsh $uaker-dealers may receive compensation in tira fif discounts, concessions or
commissions from the selling stockholders and/ergtirchasers of shares of common stock for whorin Buakerdealers may act as agent
to whom they sell as principal, or both (which cemgation as to a particular broker-dealer mighhhexcess of customary commissions).

The selling stockholders and any brokers, deadgyants or underwriters that participate with tHerngestockholders in the distribution
our common stock pursuant to this prospectus majekbened to be “underwriters” within the meaninghaf Securities Act. In this case, any
commissions received by these brollealers, agents or underwriters and any profitherrésale of our common stock purchased by then
be deemed to be underwriting commissions or disisoumnder the Securities Act. In addition, any pgeofealized by the selling stockholders
may be deemed to be underwriting commissions. Wiglther we nor any selling stockholder can prdgestimate the amount of such
compensation, in compliance with the guidelinethefFinancial Industry Regulatory Authority (“FINR/Athe aggregate maximum discount,
commission or agency fees or other items constgutinderwriting compensation to be received by RINRA member or independent
broker-dealer will not exceed 8% of any offeringguant to this prospectus and any applicable potgpeupplement or pricing supplement,
as the case may be. However, it is anticipatedthfeatmaximum commission or discount to be receiaeghy particular offering of securities
will be less than this amount.

Because selling stockholders may be deemed tormetwriters” within the meaning of Section 2(11}loé Securities Act, the selling
stockholders will be subject to the prospectusveéeji requirements of the Securities Act, which riregude delivery through the facilities of
the NYSE pursuant to Rule 153 under the Secut@sWe have informed the selling stockholders thatanti-manipulative provisions of
Regulation M promulgated under the Exchange Act apaply to their sales in the market.

We have agreed to indemnify each selling stockhr@dgdainst certain liabilities, including liabilisearising under the Securities Act. The
selling stockholders may agree to indemnify anynggdealer or broker-dealer that participatesamsactions involving sales of shares of
common stock against certain liabilities, includliapilities arising under the Securities Act.

Upon being notified by a selling stockholder thay anaterial arrangement has been entered intoanittoker-dealer or underwriter for
the sale of shares of common stock through a Wiede, special offering, exchange distributionegadary distribution or a purchase by a
broker or dealer, we will file a supplement to thisspectus, if required, pursuant to Rule 424(iglem the Securities Act, disclosing (i) the
name of each such selling stockholder and of ticpzating broker-dealer(s) or
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underwriter(s), (ii) the number of shares of comrstotk involved, (iii) the price at which such skgwere or will be sold, (iv) the
commissions paid or to be paid or discounts or essions allowed to such broker-dealer(s) or undews), where applicable, (v) that, as
applicable, such broker-dealer(s) or underwritad{g)not conduct any investigation to verify théimation set out or incorporated by
reference in this prospectus and (iv) other facitenial to the transaction.
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LEGAL MATTERS

The validity of the securities offered hereby hasrbpassed upon for us by Hunton & Williams LLPadidition, Hunton & Williams LLI
has rendered an opinion with respect to certaiar®ddncome tax matters relating to the Compangainer of Hunton & Williams LLP
beneficially owns an aggregate of less than 0.08%%eCompany’s common stock.

EXPERTS

The financial statements, and the related finarsté&tement schedules, incorporated in this proapént reference from Highwoods
Properties Inc.’s Annual Report on Form 10-K, amel ¢ffectiveness of Highwoods Properties Inc.’sriml control over financial reporting,
have been audited by Deloitte & Touche LLP, an paatelent registered public accounting firm, as dtateheir reports which are
incorporated herein by reference. Such financakstents and financial statement schedules havesoeiacorporated in reliance upon the
reports of such firm given upon their authorityeaperts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, pretatements and other information with the SEQu ¥y read and copy any docum
that we file at the SEC'’s public reference roomi@Q F Street, N.E., Washington, D.C. 20549. Plealiehe SEC at (800) SEC-0330 for
further information about the public reference ro@uch reports are also available to the publioubh the SEC's Internet site at
www.sec.gov. In addition, since some of our se@giare listed on the NYSE, you can read our SH@)§ at the offices of the NYSE, 20
Broad Street, New York, New York 10005.

This prospectus is part of a registration staterttettwe have filed with the SEC. The SEC allowsaui$ncorporate by reference” the
information that we file with them, which meanstthe can disclose important information to you bferring you to those documents. The
information incorporated by reference is consideoeble part of this prospectus, and later infororathat we file with the SEC will
automatically update and supersede this informafible documents listed below have been filed with$EC under the Exchange Act and
are incorporated by reference in this prospectus:

e the Company’s 2013 Annual Report on Formkt0-

» the information specifically incorporated byerdnce into the 2013 Annual Report on Form 10-knftbe Company’s Definitive
Proxy Statement on Schedule 14A filed with the SIEEQ\pril 17, 2014,

» the Company's Quarterly Report on FormQ@ited with the SEC on April 29, 201
» the Company's Current Report on Forrd 8ted with the SEC on February 11, 2014;

» the description of the Company’s common stodkided in the Company’s Registration Statement@mF8-A dated May 16, 199:
including any amendments and reports filed forpghgose of updating such description.

All documents that we file (but not those that wenfsh) with the SEC pursuant to Sections 15(al¢)134 or 15(d) of the Exchange Act
after the date of the initial registration statetrafwhich this prospectus is a part and priot® éffectiveness of the registration statement
shall be deemed to be incorporated by referencetliig prospectus and will automatically update sungersede the information in this
prospectus, and any previously filed documentsaddition, all documents that we file (but not thtisat we furnish) with the SEC pursuan
Sections 13(a), 13(c), 14 or 15(d) of the Exchalxgieon or after the date of this prospectus andrfd the termination of the offering of any
securities covered by this prospectus and the ggaoping prospectus supplement shall be deemeditbgporated by reference into this
prospectus and will automatically update and sugakrshe information in this prospectus and anyiptesly filed documents.

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

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

We also maintain an Internet site at www.highwooais. at which there is additional information about business, but the contents of
that site are not incorporated by reference imd, @e not otherwise a part of, this prospectus.
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