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PROSPECTUS SUPPLEMENT
(To Prospectus dated March 14, 2008)

5,500,000 Shares
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P R O P E R T I E S

COMMON STOCK

We are offering 5,500,000 shares of our common &dour shares are listed on the New York Stock Eaalge under the symbol “HIW.”
On September 5, 2008, the last reported sale poiceur shares on the New York Stock Exchange wa$ $8 per share.

Investing in our common stock involves risks. £ Risk Factors” in the documents we incorporate by reference,
including our 2007 Annual Report on Form 10-K, teead about risks that you should consider before imgyshares
of our common stock.

The underwriterswill purchase our common stock fromus at a price of $ per share, resultingin $ million of net proceeds. The
underwriters propose to offer the 5,500,000 shares of common stock from time to time for sale in one or more negotiated transactions or
otherwise, at market prices on the New York Stock Exchange prevailing at the time of sale, at prices related to such prevailing market prices or
otherwise. The underwriters may receive a commission from certain investors equivalent to five cents per share.

Neither the SEC nor any state securities commission has approved or disapproved of these securities or determined if this prospectus
supplement or the accompanying prospectusto which it relatesis truthful or complete. Any representation to the contrary is a criminal offense.

The underwriters expect to deliver the sharesto purchasers on or before September  , 2008.

MORGAN STANLEY

September |, 2008
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You should rely only on theinformation contained in or incor porated by referencein this prospectus supplement and the
accompanying prospectus. We have not, and the underwriters have not, authorized anyoneto provide you with information that is
different from that contained in this prospectus supplement and the accompanying prospectus. If anyone providesyou with different or
inconsistent information, you should not rely on it. We are offering to sell shares of common stock and seeking offersto buy shares of
common stock only in jurisdictions wher e offers and sales are permitted. Y ou should assumethat the infor mation appearing in this
prospectus supplement and the accompanying prospectus, as well asinformation we previously filed with the SEC and incor por ated
herein by reference, isaccurate only as of their respective dates or on other dates which are specified in those documents, regar dless of
the time of delivery of this prospectus supplement or of any sale of the shares of common stock. Our business, financial condition, results
of operations and prospects may have changed since those dates.

ABOUT THISPROSPECTUS SUPPLEMENT

This document is in two parts. The first part is orospectus supplement, which describes the faptsims of the offering of common
stock and also adds to and updates informatiora@wed in the accompanying prospectus. The secamdsphe accompanying prospectus,
which gives more general information. If the dgstioin of the offering varies between this prospecupplement and the accompanying
prospectus, you should rely on the informatiorhis prospectus supplement.
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INCORPORATION OF CERTAIN DOCUMENTSBY REFERENCE

The SEC allows us to “incorporate by reference”itffiermation contained in documents that we filéhathem, which means that we can
disclose important information to you by referriygu to those documents. The information incorpatréte reference is considered to be pal
this prospectus supplement and supersedes infammiattorporated by reference that we filed with 8#&C prior to the date of this prospectus
supplement. Information that we file in the futwrigh the SEC automatically will update and supeesed appropriate, the information
contained in this prospectus supplement and imldleeiments previously filed with the SEC and incogped by reference into this prospectus
supplement. We incorporate by reference the doctsmisted below and any future filings we will makéh the SEC under Sections 13(a), 13
(c), 14 or 15(d) of the Securities Exchange Act®84, as amended, on or after the date of thigppatgs supplement but before the end of the
offering made under this prospectus supplement.

. Our 2007 Annual Report on Form-K (as initially filed on March 3, 2008 and as amedan March 4, 2008
. Our Quarterly Report on Form 10-Q for the quarteeyiod ended March 31, 2008, filed on May 9, 2008;
. Our Quarterly Report on Form -Q for the quarterly period ended June 30, 2008 fdn August 8, 200t

. Our Current Report on Form 8-K filed on May 16, 20and

. The description of our common stock included in Begistration Statement on Form 8-A dated May 9841

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

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 intd, ae not otherwise a part of, this prospectuglsapent or accompanying prospectus.
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PROSPECTUS SUPPLEMENT SUMMARY

This summary may not contain all of the information that may be important to you. You should read this prospectus supplement, the
accompanying prospectus and the documents incorporated and deemed to be incorporated by reference into the prospectus, including the
financial data and the related notes, in their entirety before making an investment decision.

Highwoods Properties, Inc.

We are a fully integrated, self-administered arlire@anaged equity real estate investment trusRBIT, that provides leasing,
management, development, construction and othéormes-related services for our properties andHodtparties.

As of June 30, 2008, we owned or had an intere384#in-service office, industrial and retail proes, encompassing
approximately 35.0 million square feet. We also edias of such date 610 acres of undeveloped latabkufor future development, of
which 475 acres are considered core holdings.

We are based in Raleigh, North Carolina, and cop@rties and development land are located in Flo@&korgia, lowa, Kansas,
Maryland, Mississippi, Missouri, North Carolina, 8l Carolina, Tennessee and Virginia. Our execuiffiees are located at 3100
Smoketree Court, Suite 600, Raleigh, North Card?in@04 and our telephone number is (919) 872-4924.

The Offering
Shares offered by HIV 5,500,000 share
Shares outstanding after the offer 63,521,929 share
NYSE Symbol HIW
Use of Proceed To repay a portion of the borrowings outstandinderrour $450 million unsecure

revolving credit facility. We may use the revolviagedit facility in the future to reps
other outstanding debt, including $50 million 0185% unsecured debt maturing on
February 1, 2009 and approximately $120 milliomaf.8% secured loan which is ¢
in November 2009, but may be prepaid beginning ay009 with no penalty. In
addition, we may use borrowings under our revohdregit facility to retire some or
all of our outstanding 8.625% Series A or 8.000%e3eB preferred stock. We also
use our revolving credit facility to fund our deepinent activity and property
acquisitions, and for working capital and othereyahcorporate purpose

Risk Factors See “Risk Factors” in the documents we incorporatedeference in this prospectus
supplement and the accompanying prospectus facastion of factors you should
carefully consider befordeciding to invest in our common stor
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RISK FACTORS

Investing in our common stock involves a high degrérisk. Please see the risk factors describediirf007 Annual Report on Form 10-
K, which are incorporated by reference into thisgpectus supplement. Such risks are not the aitg that we face. Additional risks and
uncertainties not currently known to us or thatonerently deem to be immaterial may also materiatlyersely affect us. The risks described
could affect our business, financial condition @sults of operations. In such a case, you maydbse part of your original investment. You
should carefully consider the risks described in2007 Form 10-K, as well as other information dath set forth in this prospectus
supplement, the accompanying prospectus and thenterds incorporated by reference herein and théefore making an investment decis
with respect to the common stock.

USE OF PROCEEDS

We estimate that the net proceeds from the saleeafhares we are offering with this prospectuplempent will be approximately
$ million. “Net proceeds” is what we @gbto receive after paying expenses of the offgrivhich we estimate will be approximately
$300,000. We intend to use the net proceeds obffesing to repay borrowings outstanding under 4560 million unsecured revolving credit
facility. We may use the revolving credit facility the future to repay other outstanding debtuditig $50 million of 8.125% unsecured debt
maturing on February 1, 2009 and approximately $hllon of a 7.8% secured loan which is due in Kmber 2009 but may be prepaid
beginning in May 2009 with no penalty. In additiove may also consider retiring some or all of outstanding 8.625% Series A or
outstanding 8.000% Series B preferred stock. We @de our revolving credit facility to fund our @ddgepment activity and property
acquisitions, and for working capital and othereyahcorporate purposes. As of September 8, 2Gf¥8o\Wwings under our revolving credit
facility bore interest at LIBOR plus 80 basis psiand totaled $258 million. The syndicate of undeens that may offer the shares of common
stock in this offering may include affiliates oftlenders that participate in our unsecured rewxgleredit facility. As a result, any such affiliate
will receive a portion of the net proceeds of wiifering through the repayment of those borrowings.

ADDITIONAL U.S. FEDERAL INCOME TAX CONSIDERATIONS

The Housing and Economic Recovery Tax Act of 2@8he 2008 Act, was signed into law on July 30Q&0rhe 2008 Act contains a
number of provisions applicable to REITs. For exianihe 2008 Act allows the value of a REIT's sé@®s in its taxable REIT subsidiaries to
represent up to 25% of a REIT’s assets (rather ti@current 20% limit). The 2008 Act also chantiesminimum holding period under the
“prohibited transaction” safe harbor provisionsnfréour years to two years. In addition, rules alligvREITs greater flexibility with respect to
foreign currency gains and hedging income fromifpreurrency transactions were included as pattt@®2008 Act. While the 2008 Act
generally applies for taxable years beginning dfterdate of enactment, the rules relating to tio@ipited transaction safe harbor apply to s
made after July 30, 2008.

A “prohibited transaction” is a sale or other dispion of property by a REIT that is “stock in teadf a taxpayer or other property which
would properly be included in the inventory of ta@payer if on hand at the close of the taxable,y@goroperty held for sale to customers by
the taxpayer in the ordinary course of his tradbusiness” and is not foreclosure property. A REfifaging in a prohibited transaction is
subject to a 100 percent tax on the gain from sutthnsaction.

There is a safe harbor from such tax, howevertréorsactions that meet certain requirements. Boithve 2008 Act, this safe harbor
required (i) the property to have been held for fmumore years; (i) total expenditures made kyREIT during the fouyear period precedir
the date of sale which were includible in the proygs basis to not exceed 30 percent of the prgfeertet selling price; (i) (A) that the REIT
did not
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make more than seven sales of property (with lidnéeceptions) during the tax year, or (B) the aggte adjusted basis, as determined for
purposes of computing earnings and profit, of priypsold during the year to not exceed 10 percéthi@aggregate bases of all the REIT’s
assets as of the beginning of the tax year (uriee2®08 Act, a REIT can elect annually to use eilggregate basis or the fair market value of
all of its assets as of the beginning of the yeatHis 10 percent test); and (iv) if the undertyproperty is land or improvements not acquired
through foreclosure or lease termination, thatRE¢T held the property for at least four yearsgorduction of rental income. As noted above,
the 2008 Act changes the above mentioned four{yyedods to two years, effective for sales of prtyeccurring after July 30, 2008.

S-3



Table of Contents

UNDERWRITING

We are offering the shares described in this prasgesupplement through the underwriters namedabéitorgan Stanley & Co.
Incorporated will act as book-running manager apesentative of the underwriters. Subject to¢he$ and conditions stated in the
underwriting agreement, which we will file as arhiisit to a Current Report on Form 8-K, each undé@ewnamed below has agreed to
purchase from us the number of shares set forthgifgpthe underwriter’'s name.

Underwriter Number of Shares
Morgan Stanley & Co. Incorporatt

Total 5,500,00!

The underwriting agreement provides that the olibga of the underwriters to purchase and accdptedg of the shares offered by this
prospectus supplement are subject to approvaldiy ¢bhunsel of legal matters and to other condgtiset forth in the underwriting agreement.
The underwriters are obligated to purchase andpactsivery of all shares offered by this prospsdupplement, if any of the shares are
purchased.

The underwriters propose to offer the shares ofraomstock from time to time for sale in one or mwasmsactions on the NYSE, in the
over-the-counter market, through negotiated traitgas or otherwise at market prices prevailinghattime of sale, at prices related to
prevailing market prices or at negotiated pricebject to receipt and acceptance by them and suiojéleeir right to reject any order in whole
or in part. In connection with the sale of the slsasf common stock offered hereby, the underwriteag be deemed to have received
compensation in the form of underwriting discoufiise underwriters may receive from purchasers @ftiares normal brokerage commiss
in amounts agreed with such purchasers. In additignunderwriters may receive a commission frontade investors equivalent to five cents
per share. The underwriters may effect such trdiosacby selling shares of common stock to or thfodealers, and such dealers may receive
compensation in the form of discounts, concessimrt®mmissions from the underwriters and/or pureraef shares of common stock for
whom they may act as agents or to whom they mawsedrincipal.

The underwriters will purchase our common stockfigs at a price of $ per share, rasylin $ million of net proceeds to
us. In connection with the offering, we expectrtour expenses of approximately $300,000.

We and each of our directors and executive offiberse agreed, with limited exceptions describedwgehot to sell or transfer any
common stock for 60 days after the date of thispeatus supplement without first obtaining the temitconsent of Morgan Stanley & Co.
Incorporated. We and each of our directors andwgkexofficers have agreed, subject to certain ptioas, not to, directly or indirectly:

. offer, pledge, sell or contract to sell any comrstock;

. sell any option or contract to purchase any comstook;

. purchase any option or contract to sell any comstook;

. grant any option, right or warrant for the saleany common stock;
. lend or otherwise dispose of or transfer any comstook;

. enter into any swap or other agreement or any aits that transfers, in whole or in part, dingatt indirectly, the economic
consequence of ownership of any common stock, venetily such swap or transaction is to be settledieliyery of common stock
or other securities, in cash or otherwi

. file with the SEC a registration statement under3ecurities Act relating to any additional sharesommon stock; or

. publicly disclose the intention to effect any traction described in the above bullet poil
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This lockup provision applies to common stock amdecurities convertible into or exchangeable @ra@sable for common stock. The
lockup applies to common stock owned now or acquier by the person executing the agreementroxtiich the person executing the
agreement later acquires the power of disposition.

The foregoing transfer restrictions shall not appty

. the issuance of shares of common stock upon theisgeof an option or warrant or the conversioa security outstanding on the
date hereof

. the establishment of a trading plan pursuant t@ R0Ob!-1 under the Securities Exchange Act of 1934 forttaesfer of shares
common stockprovided that such plan does not provide for the transferomimon stock during the -day restricted perioc

. the issuance of common stock or cash upon the netiemof units of limited partnership interest metHighwoods Realty Limited
Partnership, our operating partnership through wkie conduct substantially all of our busine

. the issuance of up to 500,000 units in the opeggiartnership in connection with property acquisis;

. the grant of options or the issuance of commonrkstm@mployees, officers, directors, advisors arstdtants pursuant to any
employee benefit plan; «

. the issuance of common stock pursuant to our egjstividend reinvestment pla

We have agreed in the underwriting agreement terimdfy the underwriters against various liabilitteat may arise in connection with
this offering, including liabilities under the Setties Act. If we cannot indemnify the underwritevge have agreed to contribute to payments
the underwriters may be required to make in respiittose liabilities.

Our shares of common stock are listed on the NYi&teuthe symbol “HIW.”

Morgan Stanley & Co. Incorporated and its affilateave from time to time provided, and may in th@ife provide, various investment
banking, commercial banking, financial advisory atiger services for us for which they have receivedill receive customary fees and
expenses. The syndicate of underwriters that miy tife shares of common stock in this offering rmeyude affiliates of the lenders that
participate in our unsecured revolving credit fiagilAs described above, we intend to use the matgeds from this offering to repay a portion
of the borrowings outstanding under our revolvingdit facility. As a result, any such affiliate Wieceive a portion of the net proceeds from
this offering through the repayment of those boings. See “Use of Proceeds.”

A prospectus supplement and an accompanying pragpiecelectronic format may be available on thtenmet sites or through other
online services maintained by one or more of thdennriters and selling group members participatmtihe offering, or by their affiliates. In
those cases, prospective investors may view offdenms online and, depending upon the underwaiténe selling group member, prospec!
investors may be allowed to place orders online Tiderwriters may agree with us to allocate aipemimber of shares for sale to online
brokerage account holders. Any such allocatiorofdine distributions will be made by the underwnsten the same basis as other allocations.

LEGAL MATTERS

The validity of the shares of common stock offelnedeby is being passed upon for us by DLA PipelL,UB. In addition, DLA Piper US
LLP is rendering an opinion with respect to cerfaitderal income tax matters relating to us. Twdrgas of DLA Piper US LLP beneficially
own an aggregate of less than 0.01% of our comrtamk sCertain legal matters are being passed upothé& underwriters by Vinson & Elkins
L.L.P.

S5



Table of Contents

EXPERTS

The financial statements and financial statememdales incorporated in this prospectus supplemmentference from Highwoods
Properties Inc.’s Annual Report on Form 10-K, amel ¢ffectiveness of Highwoods Properties Inc.’srimél control over financial reporting,
have been audited by Deloitte & Touche LLP, an jjatfelent registered public accounting firm, as dtateheir reports which are also
incorporated by reference (which reports (1) expesunqualified opinion on the financial stateraeartd financial statement schedules and
include an explanatory paragraph in the Form 1@tHe year ended December 31, 2007, referringe@toption on January 1, 2006 of
Statement of Financial Accounting Standards No(R23'Share-Based Payment,” and Emerging Issuek Fasce Issue No. 04-5,
“Determining Whether a General Partner or the Garfeartners as a Group, Controls a Limited Parkmgier Similar Entity When the Limited
Partners Have Certain Rights,” and (2) expressngualified opinion on the effectiveness of intercahtrol over financial reporting), and have
been so incorporated in reliance upon the repdgsich firm given upon their authority as expentsccounting and auditing.
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fiHighwoods

Highwoods Properties, Inc.
Common Stock
Preferred Stock

Depositary Shares
Guarantees

Highwoods Realty Limited Partnership
Debt Securities

This prospectus describes debt and equity seautiteg we may from time to time issue and sell.hdigods Properties, Inc. may offer
and sell common stock, preferred stock, deposghares and guarantees of debt securities issubighyoods Realty Limited Partnership.
Highwoods Realty Limited Partnership may offer aetl debt securities.

We may offer and sell these securities to or thhooige or more underwriters, dealers and agentdirextly to purchasers, on a
continuous or delayed basis.

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

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

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

Neither the SEC nor any state securities commission has approved or disapproved of these securities or determined if this
prospectusistruthful or complete. Any representation to the contrary isa criminal offense.

The date of this prospectus is March 14, 2008.
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You should rely only on the information containedhis prospectus and the accompanying prospecpmesnent or incorporated by
reference in these documents. No dealer, salespersather person is authorized to give any infdramaor to represent anything not contait
or incorporated by reference in this prospectuhi@emaccompanying prospectus supplement. If anyomédes you with different, inconsistent
or unauthorized information or representations, yust not rely on them. This prospectus and therapanying prospectus supplement are an
offer to sell only the securities offered by théseuments, but only under circumstances and isdigiions where it is lawful to do so. The
information contained in this prospectus or anyspeztus supplement is current only as of the datb® front of those documents or as of the
respective dates of any documents incorporate@teyance herein.
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ABOUT THISPROSPECTUS

We refer to Highwoods Properties, Inc. as the “Canypj and Highwoods Realty Limited Partnership as“f@perating PartnershipThis
prospectus is part of a shelf registration statemdmder this shelf registration statement, the @any may offer and sell common stock,
preferred stock, depositary shares and guaranfek=hbsecurities issued by the Operating Partigiesid the Operating Partnership may offer
and sell debt securities of various terms in onmore offerings. This prospectus provides you witieneral description of the securities we
may offer. Each time we sell securities, we wilbyide a prospectus supplement that will contairciigeinformation about the terms of that
offering. The prospectus supplement may add, upatatbange information contained in this prospeddgfore you buy any of our securities,
you should consider the information contained is grospectus and any prospectus supplement tageitieadditional information describe
under the heading “Where You Can Find More Infoiorat

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

Some of the information included or incorporateddigrence in this prospectus may contain forwaoiking statements. Such statem:
include, in particular, statements about our platrstegies and prospects. You can identify forwaaking statements by our use of forward-
looking terminology such as “may,” “will,” “expect;anticipate,” “estimate,” “continue” or other sitar words. Although we believe that our
plans, intentions and expectations reflected isuggested by such forward-looking statements @asoreble, we cannot assure you that our
plans, intentions or expectations will be achiewdthen considering such forward-looking statemeyds, should keep in mind the following
important factors that could cause our actual tedaldiffer materially from those contained in dayward-looking statement:

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

» the financial condition of our tenants could detmte;

* we may not be able to complete development, adgprisreinvestment, disposition or joint venturejects as quickly or on as
favorable terms as anticipate

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

e we may not be able to meet our liquidity requiretaear obtain capital on favorable terms to fund working capital needs and
growth initiatives or to repay or refinance outstizng debt upon maturity

* we could lose key executive officers; &
» our southeastern and midwestern markets may auifitxpected declines in economic grov
This list of risks and uncertainties, however, @ imtended to be exhaustive. You should also vevfee other cautionary statements we

make under the caption “Business — Risk Factorgilin2007 Annual Report on Form K)4incorporated by reference herein, and as updal
subsequent SEC filings.

Given these uncertainties, you should not placeiemdliance on forward-looking statements. We utaterno obligation to publicly
release the results of any revisions to these fahh@oking statements to reflect any future evemtsircumstances or to reflect the occurrence
of unanticipated events.
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THE COMPANY AND THE OPERATING PARTNERSHIP

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

» wholly owned 311 in-service office, industrial aredail properties, encompassing approximately 2@ilbon rentable square feet,
and 109 rental residential uni

» owned an interest (50.0% or less) in 6-service office and industrial properties, encomipasapproximately 7.3 million rentab
square feet, and 418 rental residential units. Bfubese in-service office properties are consaéid at December 31, 2007 as more
fully described in Notes 1 and 3 to the Consoliddtgancial Statements in our 2007 Annual Repofform 1(-K;

» wholly owned 634 acres of undeveloped land, appnaxély 493 acres of which are considered core hgi&dand which are suitable
to develop approximately 7.6 million rentable sguiet of office and industrial space; ¢

» were developing or -developing 15 wholly owned properties comprisingragimately 2.2 million square feet that were un
construction or were completed but had not achi®&8d stabilized occupancy and 139 for-sale condmis (through a
consolidated 93% owned joint ventur

The Company conducts virtually all of its activitithrough the Operating Partnership. The Compatheisole general partner of the
Operating Partnership. At December 31, 2007, thmgzamy owned all of the preferred partnership irstesrén the Operating Partnership and
93.3% of the common partnership interests in ther@jng Partnership. Limited partners (includinga&i& officers and directors of the
Company) own the remaining common partnership éstsr Each unit of common partnership interestdeemable by the holder for the cash
value of one share of common stock or, at the Caryipaption, one share of common stock.

The Company was incorporated in Maryland in 199% Dperating Partnership was formed in North Caaoiln 1994. Our executive
offices are located at 3100 Smoketree Court, 846 Raleigh, North Carolina 27604 and our teleghammber is (919) 872-4924. We
maintain offices in each of our primary markets.

USE OF PROCEEDS

Unless otherwise specified in the prospectus supgid, we intend to use the net proceeds from tleecdaecurities offered by this
prospectus for general corporate purposes, inajuitie development and acquisition of additionapprties and other acquisition transactions,
the repayment of outstanding debt and improvementsoperties in our portfolio. As required by tieems of the partnership agreement of the
Operating Partnership, the Company must inveshét@roceeds of any sale of common stock, prefest@ek or depositary shares in the
Operating Partnership in exchange for additionaingaship interests.
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RATIOS OF EARNINGS TO COMBINED FIXED CHARGES
AND PREFERRED STOCK DIVIDENDS

The following table shows ratios of earnings taetixharges for the Company and the Operating Rahtipefor the periods shown:

Company Operating Partner ship
Year Ended December 31, 2C 1.35x% 1.35x
Year Ended December 31, 2C 1.31x 1.31x
Year Ended December 31, 2C 1.22x 1.22x
Year Ended December 31, 2C 1.11x 1.11x
Year Ended December 31, 2C 0.99x 0.99x

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

Company Operating Partner ship
Year Ended December 31, 2C 1.21x 1.21x
Year Ended December 31, 2C 1.13x 1.13x
Year Ended December 31, 2C 0.98x 0.98x
Year Ended December 31, 2C 0.89x 0.89x
Year Ended December 31, 20 0.82x 0.82x

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

Unless otherwise specified in the prospectus sapght, the Operating Partnership’s debt securitidde issued under an indenture,
dated as of December 1, 1996, between the Operétirtgership, the Company and U.S. Bank Nationabgigtion (as successor in interest to
Wachovia Bank, N.A.), as trustee. We have fileditttenture with the SEC. The Trust Indenture Ac1@89 governs the indenture. The
following description summarizes only the matepedvisions of the indenture. Accordingly, you shibrgad the indenture because it, and not
this description, defines your rights as holderdetft securities issued by the Operating Partrgrshi

General

The debt securities will be direct, unsecured @tlans of the Operating Partnership and will ragkadly with all other unsecured and
unsubordinated debt of the Operating Partnership.@perating Partnership may issue debt secunitiese or more series without limit as to
aggregate principal amount. The board of direadbthe Company, as sole general partner of the @iper Partnership, will determine the
terms of the debt securities. All debt securitieerte series need not be issued at the same ticha series may generally be reopened for
additional issuances, without the consent of tHdére of the debt securities of the series.

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

The indenture provides that there may be more dimantrustee, each with respect to one or moressefidebt securities. Any trustee
under the indenture may resign or be replaced avgthccessor trustee. Except as otherwise deséntibid prospectus, any action by a trustee
may be taken only with respect to the debt seesrfor which it is trustee under the indenture.

A prospectus supplement will describe the spetgfims of any debt securities the Operating Pareiafers, including:

» the title of the debt securitie

» the aggregate principal amount of the debt seesr

» the price at which the Operating Partnership w#lie the debt securitie

» the date on which the Operating Partnership wil {& principal of the debt securitie

» the fixed or variable rate at which the debt sdimsiwill bear interest, or the method to deterntireinterest rate

» the basis upon which the Operating Partnershipoaltulate interest on the debt securities if othan a 360-day year of twelve 30-
day months

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

» the place where you may serve notices about thesgehrities and the indenture, if other than asidieed in this prospectu
» the portion of the principal amount of the debtuséies payable upon acceleration, if it is otheart the full principal amoun
» whether and under what conditions the OperatingnBeship or the holders may redeem the debt se3)

« any sinking fund or similar provision
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» the currency in which the Operating Partnership pély the principal, interest and any premium payta®n the debt securities,
other than U.S. dollar:

» the events of default or covenants of the debtritexs) if they are different from or in additioa those described in this prospect
» whether the Operating Partnership will issue thet decurities in certificated or bc-entry form;

» whether the Operating Partnership will issue thgt decurities in registered or bearer form and tthenominations if other the
$1,000 for registered form or $5,000 for bearenit

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

» whether or not the debt securities are guarantgeddebCompany

» whether and under what circumstances the OperBtmnnership will pay additional amounts on the d&lnturities for any tax,
assessment or governmental charge and, if so, ettt Operating Partnership will have the optmnetdeem the debt securities
instead of paying these amounts; :

» any other terms of the debt securiti
Some debt securities may provide for less tharetitiee principal amount to be payable upon acceteraf their maturity, which we

refer to as “original issue discount securitiesieTprospectus supplement will describe any matky@ldral income tax, accounting and other
considerations applicable to original issue dis¢@acurities.

Guarantees

The Company will fully and unconditionally guaraatide payment of principal, interest and any premdun any of the Operating
Partnership’s debt securities rated below investrgeatde at the time of issuance. The Company V&t guarantee any sinking fund payments
on debt securities rated below investment gradadtfition, the Company may also guarantee debtisiesurated investment grade.

Denominations, Interest, Registration and Transfer
Unless otherwise described in the prospectus sopgsie the Operating Partnership will issue debtisges in denominations of:
» $1,000 if they are in registered fori
» $5,000 if they are in bearer form;
« any denomination if they are in global for
Unless otherwise specified in the prospectus supgie, the principal, interest and any premium dot decurities will be payable at the

corporate trust office of the trustee. However,@perating Partnership may choose to pay integeshbck mailed to the address of the
registered holder or by wire transfer of fundshte holder at an account maintained within the Wn&eates.

If any interest date or a maturity date falls ateg that is not a business day, the required paymidirbe made on the next business day
as if it were made on the date the payment wasaddeno interest will accrue on the amount so payfbithe period from and after such
interest payment date or such maturity date, asabe may be. For purposes of the indenture, arfess day’is any day, other than a Saturc
or Sunday, on which banking institutions in New K @ity are open for business.
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Subiject to limitations imposed upon debt securigesed in book-entry form, you may exchange debuisties for different
denominations of the same series or surrendersigebirities for transfer at the corporate trustceffof the trustee. Every debt security
surrendered for transfer or exchange must be dudgmsed or accompanied by a written instrumentasfdfer. The Operating Partnership will
not require the holder to pay any service chargafy transfer or exchange, but the trustee oOgherating Partnership may require the holder
to pay any applicable tax or other governmentatga

Neither the Operating Partnership nor the truseequired to:

* issue, transfer or exchange any debt securityeifitbt security may be among those selected fermption during a 1-day perioc
prior to the date of selectio

» transfer or exchange any registered security ssldor redemption in whole or in part, except,tie tase of a registered security
be redeemed in part, the portion not to be redeg

» exchange any bearer security selected for redemptioept that the holder may exchange the beacarigefor a registered
security of that series if the holder simultanepssirrenders the registered security for redemptio

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

Merger, Consolidation or Sale of Assets

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

» the successor entity formed by such consolidatidnto which the Operating Partnership or the Conyda merged or which
received the transfer of assets expressly assuayesgnt of the principal, interest and any premiuntte debt securities and the
due and punctual performance and observance of ik covenants and conditions contained in tderiture;

* immediately after giving effect to the transaction,event of default under the indenture, and remewhich, after notice or tt
lapse of time, would become an event of defaulf,dexurred and is continuing; a

» the Operating Partnership and the Company eacheded the trustee an offi¢' s certificate and legal opinion covering th
conditions.

Financial and Operating Covenants

Limitations on Incurrence of Debt The Operating Partnership will not directly or iretitly incur any Debt (as defined below), othemt
subordinate intercompany Debt, if, after givingeetfto the incurrence of the additional Debt, thgragate principal amount of all outstanding
Debt of the Operating Partnership and its subs@&lasn a consolidated basis determined in accoedaith GAAP (as defined below) is gree
than 60% of (i) the Operating Partnership’s Totabéts (as defined below) as of the end of the daltequarter covered in the Operating
Partnership’s annual report on Form 10-K or qubrteport on Form 10-Q, as the case may be, mosntty filed with the SEC prior to the
incurrence of such additional Debt and (ii) therg@se in Total Assets from the end of such quartduding, without limitation, any increase
Total Assets resulting from the incurrence of sadtitional Debt (such increase together with ther@gpng Partnership’s Total Assets, the
“Adjusted Total Assets”).

In addition, the Operating Partnership will noteditly or indirectly incur any secured Debt if, aftgving effect to the incurrence of the
additional secured Debt, the aggregate principalwarnof all outstanding secured Debt of the OpegaRartnership and its subsidiaries on a
consolidated basis determined in accordance witAB & greater than 40% of the Operating Partneisiigjusted Total Assets.
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The Operating Partnership will also not directlyiratirectly incur any Debt if the ratio of Consdigd Income Available for Debt Serv
to the Annual Service Charge (in each case asatkfielow) for the four most recent fiscal quarteosild have been less than 1.5t0 1.0 on a
pro forma basis after giving effect to the incupemf the Debt and to the application of the prdsdeom the Debt. In making this calculation,
it is assumed that:

» the new Debt and any other Debt incurred by ther@jpey Partnership or its subsidiaries since thst fay of the foi-quarter
period and the application of the proceeds frormthe Debt, including to refinance other Debt, hadusred at the beginning of the
period;

» the repayment or retirement of any other Debt ley@perating Partnership or its subsidiaries siheditst day of the four-quarter
period had been repaid or retired at the beginafribe period (except that the amount of Debt ursshgrrevolving credit facility is
computed based upon the average daily balanceabbibt during the period

» the income earned on any increase in Adjusted Fssegts since the end of the four-quarter periatbie®en earned, on an
annualized basis, during the period; i

» inthe case of any acquisition or disposition by @perating Partnership or any subsidiary of asgtassince the first day of the
four-quarter period, the acquisition or dispositarany related repayment of Debt had occurred #sedirst day of the period with
the appropriate adjustments with respect to theiaitipn or disposition being included in the porha calculation

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

Maintenance of Total Unencumbered AsseT$ie Operating Partnership must maintain total unerered assets of at least 150% of the
aggregate outstanding principal amount of all @mnding Unsecured Debt.

Existence.Except as described above under “—Merger, Condwidar Sale,'the Operating Partnership and the Company muséee
and keep in full force and effect their existenights and franchises. However, neither the Opega®artnership nor the Company are required
to preserve any right or franchise if it determittest its preservation is no longer desirable exabnduct of its business and that its loss is not
disadvantageous in any material respect to theeholof the debt securities.

Maintenance of PropertiesThe Operating Partnership must maintain all ofritgterial properties in good condition, repair aratking
order, supply all properties with all necessaryipaent and make all necessary repairs, renewgdlgaements and improvements necessary sc
that we may properly and advantageously conducbosiness at all times. However, the Operatingneeship may sell its properties for value
in the ordinary course of business.

Insurance.The Operating Partnership must keep all of itsriale properties insured against loss or damafgast equal to their then
full insurable value with financially sound and uégble insurance companies.
Payment of Taxes and Other ClaimSach of the Operating Partnership and the Comparst pay, before they become delinquent:

» all taxes, assessments and governmental charded @vimposed upon it or any subsidiary or upsnritome, profits or properties
or that of any subsidiary; at

« all lawful claims for labor, materials and supplibat, if unpaid, might by law become a lien upoy property of the Operating
Partnership, the Company or any subsidia
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However, the Operating Partnership and the Compaayot required to pay any tax, assessment, cloargaim whose amount,
applicability or validity is being contested in gbfaith by appropriate proceedings.

Provision of Financial Information.Holders of debt securities will be provided wittp@s of the annual reports and quarterly reports of
the Operating Partnership. Whether or not the Qipey&artnership is subject to Section 13 or 18fdje Exchange Act and for so long as any
debt securities are outstanding, the OperatinghBestip will, to the extent permitted under the fmge Act, be required to file with the SEC
the annual reports, quarterly reports and otheunh@nts that the Operating Partnership would haee bequired to file with the SEC pursuant
to such Section 13 or 15(d) if the Operating Pastni@ were so subject, such documents to be filéghl tive SEC on or prior to the respective
dates by which the Operating Partnership would heen required so to file such documents if ther@pey Partnership were so subject. The
Operating Partnership will also in any event (x}hivi 15 days of each such required filing dateréhsmit by mail to all holders of debt
securities, without cost to such holders, copiethefannual reports and quarterly reports whichQperating Partnership would have been
required to file with the SEC pursuant to Secti@mot 15(d) of the Exchange Act if the OperatingtRenship were subject to such sections and
(ii) file with the trustee copies of the annual @gg, quarterly reports and other documents tlaQtherating Partnership would have been
required to file with the SEC pursuant to Secti@mot 15(d) of the Exchange Act if the OperatingtRenship were subject to such Sections and
(y) if filing such documents by the Operating Parghip with the SEC is not permitted under the BExge Act, promptly upon written request
and payment of the reasonable cost of duplicatmhdelivery, supply copies of such documents to@ogpective holder of the debt securit

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

“ Consolidated Income Available for Debt Service” for any period means Consolidated Net Incomedgfsed below) of the Operating
Partnership and its subsidiaries (i) plus amoumtielvhave been deducted for (a) interest on DetheDperating Partnership and its
subsidiaries, (b) provision for taxes of the OperaPartnership and its subsidiaries based on ie¢cdo) amortization of debt discount,

(d) depreciation and amortization, (e) the effédrmy noncash charge resulting from a change iowting principles in determining
Consolidated Net Income for such period, (f) anzatibn of deferred charges, (g) provisions forealized losses on properties and (h) charges
for early extinguishment of debt and (ii) less amtsuthat have been included for gains on properties

“ Consolidated Net Income” for any period means the amount of consolidatetdimcome (or loss) of the Operating Partnershipitn
subsidiaries for such period determined on a caffet@ld basis in accordance with GAAP.

“ Debt ” means any indebtedness, whether or not contingenespect of (i) borrowed money evidenced bydsymotes, debentures or
similar instruments, (ii) indebtedness securedryraortgage, pledge, lien, charge, encumbranceysecurity interest existing on property,
(iii) the reimbursement obligations, contingenbtirerwise, in connection with any letters of crexditually issued or amounts representing the
balance deferred and unpaid of the purchase pfiaayoproperty except any such balance that censtitan accrued expense or trade payable
or (iv) any lease of property as lessee which wialdeflected on a consolidated balance sheetapitalized lease in accordance with GAAP,
in the case of items of indebtedness under (iyuthing(iii) above to the extent that any such iteothér than letters of credit) would appear as a
liability on a consolidated balance sheet in acanog with GAAP, and also includes, to the extemitiverwise included, any obligation to be
liable for, or to pay, as obligor, guarantor oresthise (other than for purposes of collection ia ¢éindinary course of business), indebtedness of
another person.

“ GAAP " means U.S. Generally Accepted Accounting Prirespl
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“ Total Assets” as of any date means the sum of (i) the UndeptediReal Estate Assets and (ii) all other as$eteedOperating
Partnership and its subsidiaries on a consolidaésts determined in accordance with GAAP (but edioly intangibles and accounts
receivable).

“ Total Unencumbered Assets ” means the sum of (i) those Undepreciated Reat&#ssets not subject to an encumbrance andl (i) a
other assets of the Operating Partnership andilitsidiaries not subject to an encumbrance detedhimaccordance with GAAP (but excludi
intangibles and accounts receivable).

“ Undepreciated Real Estate Assets” as of any date means the cost (original cost giystal improvements) of real estate assets of the
Operating Partnership and its subsidiaries on gaté, before depreciation and amortization, deteethbn a consolidated basis in accordance
with GAAP.

“ Unsecured Debt ” means Debt of the Operating Partnership or amgisiiary that is not secured by any mortgage, libayrge, pledge or
security interest of any kind upon any of the prtipe owned by the Operating Partnership or anyscfubsidiaries.

Events of Default, Notice and Waiver
The following are events of default with respecatty series of debt securities issued under thenitude:
» default for 30 days in the payment of any instahingf interest on any debt security of the sel
» default in the payment of the principal or any pramon any debt security of the series at its niigtu
» default in making any sinking fund payment as rezplifor any debt security of the seri

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

» default in the payment of an aggregate principabamh exceeding $5,000,000 of any recourse debtysacured debt, if the defe
occurred after the expiration of any applicablecgrperiod and resulted in the acceleration of thwunty of the debt, but only if
such debt is not discharged or such accelerationtisescinded or annulled within 10 days aftefagoas provided in the indenture;
and

» any other event of default provided with respedhtat particular series of debt securiti

If any such event of default occurs and contintles trustee or the holders of at least 25% in palamount of the outstanding debt
securities of that series may declare the prin@pabunt of all of the debt securities of that setebe due and payable immediately by written
notice to us. If the debt securities of that segiesoriginal issue discount securities or indesetlrities, the prospectus supplement will
describe the portion of the principal amount reggiito make the declaration. If this happens an®iierating Partnership thereafter cures the
default, the holders of at least a majority in pijp@l amount of outstanding debt securities of Heaites can void the acceleration.

The indenture also provides that the principal amad all debt securities of that series would be dnd payable automatically upon the
bankruptcy, insolvency or reorganization, or capgpointment of a receiver, liquidator or truste¢hef Operating Partnership, the Company or
any significant subsidiary or any of their respaefproperty.

The indenture also provides that the holders tdagt a majority in principal amount of the outsliaug debt securities of a series may
waive any past default with respect to that seggsept a default in payment or a default of a oané or other indenture provision that can
only be modified with the consent of the holdeeath outstanding debt security affected.

The indenture provides that no holders of any sariay institute any judicial or other proceedingthwespect to the indenture or for any
remedy under the indenture, except in the casailoié of the trustee to act
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for 60 days after it has received a written reqteststitute proceedings for an event of defautf the holders of at least 25% in principal
amount of the outstanding debt securities of thees and an offer of indemnity reasonably sattsfgco it. However, this provision will not
prevent any holder from instituting suit for the@eement of any payment due on the debt securities

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

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

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

M odification of the Indenture

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

» change the stated maturity of the principal, irdeoe premium on any debt securi

» reduce the principal amount of, or the rate or amodiinterest on, or any premium payable on redenmf, any debt security,
adversely affect any right of repayment of the bolof any debt securit

» change the place or currency for payment of pracipterest or premium on any debt secul
» impair the right to institute suit for the enforcent of any payment on any debt secul

» reduce the percentage of outstanding debt secudtia series necessary to modify or amend thentnde, waive compliance wit
provisions of the indenture or defaults and consaqas under the indenture or reduce the quorurotorgrrequirements set forth
the indenture

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

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

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

10
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The Operating Partnership, the Company and théeegwmn modify the indenture without the conseratrgf holder for any of the
following purposes:

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

to add to the covenants of the Operating Partneishihe Company for the benefit of the holdertoasurrender any right or pow
conferred upon the Operating Partnership or the 2oy,

to add events of default for the benefit of thedeos;

to add or change any provisions of the indenturfadditate the issuance of, or to liberalize thents of, debt securities in bearer
form, or to permit or facilitate the issuance obtdsecurities in uncertificated form, so long addes not materially adversely affect
the interests of any of the holde

to change or eliminate any provision of the indestso long as any such change or elimination besagffective only when the
are no debt securities outstanding of any seriegiqusly created which are entitled to the beradfthose provisions

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

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

to cure any ambiguity, defect or inconsistencyhia indenture, so long as the action does not nadlieaidversely affect the interests
of any of the holders; ¢

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

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

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

deliver to the trustee an offi¢ s certificate and an opinion of counsel stating tha guarantee and all other covenants o
Company in the indenture remain in full force afféa;

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

if any debt securities are then listed on the NemkYStock Exchange, ensure that those debt sexsunitill not be delisted as a res
of the assumptior

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

the principal amount of an original issue discagsturity that is deemed to be outstanding is theuanof its principal that would
be due and payable as of the date of determinapon declaration of acceleration of matur

the principal amount of a debt security denominateal foreign currency that is deemed outstandirtpe U.S. dollar equivalent of
the principal amount, determined on the issue fiatthe debt security
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» the principal amount of an indexed security thatdemed outstanding is the principal face amoutti@fndexed security at origir
issuance, unless otherwise provided with respeitteandexed security; ar

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

Voting

The indenture contains provisions for conveningtmge of the holders of debt securities of a sefiég trustee, the Operating
Partnership, the Company or the holders of at [£@8&i in principal amount of the outstanding delousities of a series may call a meeting in
any such case upon notice as provided in the indenExcept for any consent that the holder of ebatit security affected by modifications
and amendments of the indenture must give, thenadfive vote of the holders of a majority in pripal amount of the outstanding debt
securities of that series will be sufficient to atlany resolution presented at a meeting at whighcaum is present. However, except as
referred to above, any resolution with respectip r@quest, demand, authorization, direction, eotionsent, waiver or other action that may
be made, given or taken by the holders of a sgetercentage less than a majority in principalamof the outstanding debt securities of a
series may be adopted at a meeting at which a qurpresent only by the affirmative vote of thédeos of the specified percentage. Any
resolution passed or decision taken at any meefihglders duly held in accordance with the indeatuill be binding on all holders of debt
securities of that series. The quorum at any megetifi be persons holding or representing a majdritprincipal amount of the outstanding
debt securities of a series. However, if any acgaio be taken at a meeting with respect to aemngr waiver that may be given by the holders
of not less than a specified percentage in prinepeunt of the outstanding debt securities ofreesethe persons holding or representing that
specified percentage will constitute a quorum.

Dischar ge, Defeasance and Covenant Defeasance

The Operating Partnership may discharge obligatioflders of any series of debt securities tlagemot already been delivered to the
trustee for cancellation and that either have becdae and payable or will become due and payaltlénwone year or scheduled for
redemption within one year by irrevocably depogitiith the trustee, in trust, funds sufficient tayghe principal, interest and any premium on
the series to the stated maturity or redemptioa.dat

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

» to defease and discharge itself and the Companmy &lbof their obligations with respect to the debturities, which we refer to
“defeasanc’; or

» torelease itself and the Company from their olidges under particular sections of the indenturaictv we refer to as “covenant
defeasanc”

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

Any such trust may only be established if, amorgothings, we have delivered an opinion of coutséhe trustee stating that the
holders of the debt securities will not recognizeoime, gain or loss for United States federal ine¢ax purposes as a result of the defeasance
or covenant defeasance and will be subject to dr8tates federal income tax on the same amountise isame manner and at the same times
as would have been the case if such defeasanavenant defeasance had not occurred.
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If the Operating Partnership elects covenant dafeaswith respect to the debt securities and thes#eurities are declared due and
payable because of the occurrence of any everdfafilt still applicable to the debt securities, #meounts deposited with the trustee may n
sufficient to pay amounts due on the debt secaréiehe time of the acceleration resulting fromekent of default. If this occurs, the
Operating Partnership will remain liable to makgmant of these amounts due at the time of acc@earat

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

No Conversion Rights

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

No Personal Liability

No past, present or future officer, director, stogkler or partner of the Company, the Operatingrieaship or any successor thereof shall
have any liability for any obligation or agreemehthe Operating Partnership contained under thoe skecurities, the indenture or other debt
obligations. Each holder of debt securities by pting such debt securities waives and releasesiali liability. The waiver and release are
of the consideration for the issuance of the debtisties.

Book-Entry System

Except as otherwise set forth in the prospectuplsugent, the debt securities of a series will seesl in the form of one or more fully
registered global securities which will be depasitéth or on behalf of The Depository Trust CompaNgw York, New York (“DTC"), or the
depository, and will be registered in the name ®CDor its nominee. The global security may notraedferred except as a whole by a nom
of the depository to the depository or to anotl@nimee of the depository, or by the depositoryrather nominee of the depository to a
successor of the depository or a nominee of a sgsocdo the depository.

So long as the depository or its nominee is thesteiged holder of a global security, the depositarits nominee, as the case may be, will
be the sole owner of the debt securities repredehtgeby for all purposes under the indentureekas otherwise provided below, the
beneficial owners of the global security or se@esitepresenting debt securities will not be editio receive physical delivery of certificated
notes and will not be considered the registereddrsithereof for any purpose under the indentureé n@ global security representing debt
securities shall be exchangeable or transferatdeorlingly, each beneficial owner must rely onphecedures of the depository and, if that
beneficial owner is not a participant, on the prhges of the participant through which that benafiowner owns its interest in order to
exercise any rights of a registered holder undeintienture. The laws of some jurisdictions reqthig certain purchasers of securities take
physical delivery of securities in certificateddarThese limits and laws may impair the abilitytrensfer beneficial interests in a global
security representing debt securities.

Each global security representing debt securitiéddoe exchangeable for certificated notes of likror and terms and of differing
authorized denominations in a like aggregate ppalcamount, only if:

» the depository notifies us that it is unwilling wmable to continue as the depository for the glgkalrities or we become aware 1
the depository has ceased to be a clearing agegcstered as such under the Securities ExchangefA&34 and, in any such case
we fail to appoint a successor to the depositothiwi90 calendar day

* we, in our sole discretion, determine that the glaecurities shall be exchangeable for certifitatetes; ol
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« an event of default has occurred and is continuiitly respect to the debt securities under the ihder

Upon any such exchange, the certificated notesbheillegistered in the names of the beneficial ogvnéthe global security or securities
representing debt securities, which names shalrtweided by the depository’s relevant participantthe trustee.

The depository is a limited-purpose trust compamanized under the New York Banking Law, a “bankimganization” within the
meaning of the New York Banking Law, a member &f lederal Reserve System, a “clearing corporaiitiiin the meaning of the New Yc
Uniform Commercial Code, and a “clearing agencyistered pursuant to the provisions of Section d¥#e Securities Exchange Act. The
depository holds securities that its participargpasit with the depository. The depository alsdlitates the settlement among participants of
securities transactions, such as transfers angi@éedh deposited securities through electronicpdsrized book-entry changes in participants’
accounts, thereby eliminating the need for physitaement of securities certificates. Direct pgpaats of the depository include securities
brokers and dealers (including the agents), bankst companies, clearing corporations and ced#irr organizations. The depository is
owned by a number of its direct participants andhgyNew York Stock Exchange, Inc., the AmericaocBtExchange LLC, and the National
Association of Securities Dealers, Inc. Accesodepository’s system is also available to othersh as securities brokers and dealers, bank:
and trust companies, that clear through or mairdgainstodial relationship with a direct participaither directly or indirectly, referred to as
“indirect participants.” The rules applicable t@ttepository and its participants are on file viith SEC.

Purchases of debt securities under the depositsygtem must be made by or through direct partitgavhich will receive a credit for
the debt securities on the depository’s records. dlinership interest of each actual purchaseraf rate represented by a global security,
referred to as a “beneficial owner,” is in turnbt® recorded on the records of direct participantsiadirect participants. Beneficial owners will
not receive written confirmation from the deposjtof their purchase, but beneficial owners are etgubto receive written confirmations
providing details of the transaction, as well asqaic statements of their holdings, from the dingarticipants or indirect participants through
which such beneficial owner entered into the tratisa. Transfers of ownership interests in a gladgdurity representing debt securities are to
be accomplished by entries made on the books titjpants acting on behalf of beneficial ownersnBfcial owners of a global security
representing debt securities will not receive Giegtied notes representing their ownership interdstrein, except in the event that use of the
book-entry system for the debt securities is ditooed.

All global securities representing debt securitiddch are deposited with, or on behalf of, the ddjooy are registered in the name of the
depository’s nominee, Cede & Co. to facilitate dugent transfers. The deposit of global secuntids, or on behalf of, the depository and
their registration in the name of Cede & Co. effeetchange in beneficial ownership. The deposit@y no knowledge of the actual beneficial
owners of the global securities representing thekkentry debt securities. The depository’s recoediect only the identity of the direct
participants to whose accounts such debt secuat@sredited, which may or may not be the berafmivners. The participants will remain
responsible for keeping account of their holdingsehalf of their customers.

Conveyance of notices and other communicationgiéyléepository to direct participants, by directipgrants to indirect participants, a
by direct participants and indirect participantdemeficial owners will be governed by arrangemanteng them, subject to any statutory or
regulatory requirements as may be in effect frametto time.

Neither the depository nor Cede & Co. will consenvote with respect to the global securities repnging the debt securities. Under its
usual procedures, the depository mails an omnibwsyto a company as soon as possible after thicapfe record date. The omnibus proxy
assigns Cede & Co.’s consenting or voting rightthtse direct participants to whose accounts the skcurities are credited on the applicable
record date, identified in a listing attached te ttmnibus proxy.
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Principal, premium, if any, and/or interest, if apgpyments on the global securities representiaglébt securities will be made to Ced
Co., or such other nominee as may be requested bythorized representative of DTC. The depositopyactice is to credit direct participants’
accounts on the applicable payment date in accoedaith their respective holdings shown on the dépoy’s records unless the depository
has reason to believe that it will not receive pagitron such date. Payments by participants to kesledwners will be governed by standing
instructions and customary practices, as is the wedth securities held for the accounts of custanireibearer form or registered in “street
name,” and will be the responsibility of such papant and not of the depository, the trustee er@perating Partnership, subject to any
statutory or regulatory requirements as may bdfecefrom time to time. Payment of principal, prieim, if any, and/or interest, if any, to the
depository is the responsibility of the OperatirggtRership and the trustee, disbursement of sugimgats to direct participants shall be the
responsibility of the depository, and disbursenwrguch payments to the beneficial owners shathbaesponsibility of direct participants and
indirect participants.

If applicable, redemption notices shall be seT&. If less than all of debt securities are beegeemed, the depository’s practice is to
determine by lot the amount of the interest of ediobct participant in such issue to be redeemed.

A beneficial owner shall give notice of any optiorelect to have its debt securities repaid bythusugh its participant, to the trustee, i
shall effect delivery of such debt securities bysiag the direct participant to transfer the pgstiat’'s interest in the global security or
securities representing such book-entry debt sesiron the depository’s records, to the trustée. requirement for physical delivery of book-
entry debt securities in connection with a demamddpayment will be deemed satisfied when the oghip rights in the global security or
securities representing such book-entry debt stesidare transferred by direct participants ondégository’s records.

The depository may discontinue providing its segsias securities depository with respect to thé sleturities at any time by giving
reasonable notice to the Operating Partnershipeotrtistee. Under such circumstances, in the ¢kiaht successor securities depository is not
obtained, certificated notes are required to bet@di and delivered.

The Operating Partnership may decide to discontirageof the system of book-entry transfers thrahghdepository or a successor
securities depository. In that event, certificatetes will be printed, authenticated and delivered.

Unless stated otherwise in the applicable prosgesupplement, any underwriters, dealers or ageititsréspect to any series of debt
securities issued as global securities will bedliparticipants in DTC.

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

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

The information in this section concerning the dgfmoy and the depository’system has been obtained from sources that webeb be
reliable, but neither we nor the trustee takesrasponsibility for the accuracy thereof.
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General

DESCRIPTION OF PREFERRED STOCK

The Company is authorized under its charter toeigglmillion shares of preferred stock in one orerseries and with rights, preferen:
privileges and restrictions that the board of divexmay fix or designate without any further voteaction by the Company’s stockholders. As
of December 31, 2007, 82,937°88% Series A Cumulative Redeemable Preferred Shages issued and outstanding and 2,100,000 8% !

B Cumulative Redeemable Preferred Shares weredssuwtoutstanding.

Terms

When the Company issues preferred stock, it willutly paid and non-assessable. The preferred stdEkot have any preemptive

rights.

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

Rank

the title and stated valu

the number of shares, liquidation preference afetiofj price;

the dividend rate, dividend periods and paymergg)

the date on which dividends begin to accrue or mcdate;

any auction and remarketing procedu

any retirement or sinking fund requireme

the price and the terms and conditions of any rexiem right;

any listing on any securities exchan

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

any voting rights

the relative ranking and preferences as to dividehguidation, dissolution or winding u

any limitations on issuing any series of prefestatk ranking senior to or on a parity with thdesepof preferred stock as to
dividends, liquidation, dissolution or winding L

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

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

senior to the Compa’s common stock and to all other equity securitéesking junior to the preferred stoc
on a parity with all equity securities issued bg @ompany which by their terms rank on a parityhilite preferred stock; ar

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

If declared by the Company’s board of directorgf@mred stockholders will be entitled to receiveltdividends at the rate set forth in the
prospectus supplement. The Company will pay divideto stockholders of record on the record datdfixyy the Compang’board of director

The prospectus supplement will specify whetherdinids on any series of preferred stock are cunaalati non-cumulative. If dividends
are cumulative, they will be cumulative from theealset forth in the prospectus supplement. If dimids are non-cumulative and the Company
board of directors does not declare a dividend pleyan a dividend payment date, then the holdetkaifseries will have no right to receive a
dividend, and the Company will have no obligatiorpaly an accrued dividend later for the misseddéid period, whether or not the board of
directors declares dividends on the series on atyd date.

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

» if the series of preferred stock has cumulativeéddinds, the Company has declared and paid full tatimea dividends for all pas
and current dividend periods or declared and reskfunds for payment before or at the same tintheadeclaration and payment
on the junior series; «

» if the series of preferred stock does not have dative dividends, the Company has declared andfodlidividends for the currer
dividend period or declared and reserved fundp&yment before or at the same time as the dedaratid payment on the junior
series.

When the Company does not pay dividends on shesesrhore than one series of preferred stock rankinrity as to dividends in full
(or the Company has not reserved a sufficient samfufl payment), all of these dividends will becthred pro rata so that the amount of
dividends declared per share in each series wéllinases bear the same ratio of accrued dividem&sl. These pro rata payments per share
will not include interest, nor will they include yaaccumulated unpaid dividends from prior periddbe dividends in question are non-
cumulative.

Redemption
If specified in the prospectus supplement, the Camgpwill have the right to redeem all or any pdrthe preferred stock in each series at
its option, or the preferred stock will be subjectandatory redemption. The redemption price meapdyable in cash or other property.
If the series of preferred stock is subject to naoy redemption, the prospectus supplement witgp:
» the number of shares the Company will redeem ih gear;
» the date after which the Company may or must coneeéime redemption; ar
» the redemption price per share, which will incladleaccrued and unpaid dividends other than nontdative dividends for prior
dividend periods
The Company will not redeem less than all of aeseof preferred stock, or purchase or acquire hayes of a series of preferred stock,
other than conversions or exchanges for commork stioother capital stock junior to the preferreoickt unless:

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

» if the series of preferred stock does not have dative dividends, the Company has declared andfodlidividends for the currer
dividend period or declared and reserved fundp&yment.
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The Company may, however, purchase or acquire peefstock of any series to preserve its stat@sREIT or pursuant to an offer me
on the same terms to all holders of preferred stddkat series.

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

The Company will mail redemption notices at le@stays, but not more than 60 days, before the rptiemdate to each holder of rec
of a series of preferred stock to be redeemedeaddilress shown on the share transfer books. Exicle mill state:

» the redemption dat

» the number of shares and series of the preferoatt v be redeeme

» the redemption price

» the place to surrender certificates for paymenhefredemption price

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

If the Company redeems fewer than all outstandivagess of a series of preferred stock, the notitlealgio specify the number of shares
the Company will redeem from each holder. If thenany gives notice of redemption and has set asiffieient funds necessary for the
redemption in trust for the benefit of stock it wwédeem, then dividends will thereafter ceasecte and all rights of the holders of the shares
will terminate, except the right to receive theaaxgbtion price.

Liquidation Preference

If the Company liquidates, dissolves or winds wsiffairs, then holders of each series of prefestedk will receive out of the
Company’s legally available assets a liquidatirgirdiution in the amount of the liquidation prefece per share for that series as specified in
the prospectus supplement, plus an amount eq@dlldividends accrued and unpaid, but not includingpunts from prior periods for non-
cumulative dividends, before the Company makesdistyibutions to holders of its common stock or atiyer capital stock ranking junior to
the preferred stock. Once holders of outstandiefepred stock receive their respective liquidatimgributions, they will have no right or cla
to any of the Company’s remaining assets. In tlemethat the Company’s assets are not sufficiepatothe full liquidating distributions to the
holders of all outstanding preferred stock ana#ier classes or series of its capital stock rapkima parity with its preferred stock, then the
Company will distribute its assets to those holdeygroportion to the full liquidating distributierto which they would otherwise have recei

After the Company has paid liquidating distribugdn full to all holders of its preferred stockyitll distribute its remaining assets amc
holders of any other capital stock ranking juniothe preferred stock according to their respeciylets and preferences and number of shares.
For this purpose, a consolidation or merger ofGbenpany with any other corporation or entity, aage of all or substantially all of the
Company'’s property or business, does not constitliguidation, dissolution or winding up of the @pany’s affairs.

Voting Rights

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

Whenever the Company has not paid dividends orshases of preferred stock for six or more conseewguarterly periods, the holders
of such shares may vote, separately as a classalitther series of preferred
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stock on which the Company has not paid dividefatghe election of two additional directors of tGempany. In this event, the Company’s
board of directors will be increased by two direstd’ he holders of record of at least 10% of amiesef preferred stock on which the
Company has not paid dividends may call a specégting to elect these additional directors unlees@ompany receives the request less than
90 days before the date of the next annual or ape@eting of stockholders. Whether or not the éddall a special meeting, the holders of a
series of preferred stock on which the Companynioapaid dividends may vote for the additional dioes at the next annual meeting of
stockholders and at each subsequent annual mestiitg

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

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

Unless the prospectus supplement provides otherthiseCompany cannot take any of the followingadtiwithout the affirmative vote
of holders of at least two-thirds of the outstagdéimares of each series of preferred stock:

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

» reclassify any authorized capital stock into shaaeking senior to the series of preferred stoctoaividends or liquidatiol
distributions;

» issue any obligation or security convertible intcewidencing the right to purchase any share rangenior to the series of prefern
stock as to dividends or liquidation distributions

« amend, alter or repeal any provision of the Com{saclyarter, whether by merger, consolidation oeo#tvent, in a manner that
materially and adversely affects any right, prefess privilege or voting power of the preferredcktc

For these purposes, the following events do noerialy and adversely affect a series of prefestedk:
* anincrease in the amount of the authorized shadneeferred stock
» the creation or issuance of any other series démed stock; o
* anincrease in the amount of authorized shardsec$éries of preferred stock or any other serigseferred stock ranking the sal
as or junior to such series as to dividends anddagion distributions

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

Conversion Rights
If any series of preferred stock is convertibl@inbmmon stock, the prospectus supplement willritesthe following terms:
» the number of shares of common stock into whictstiees of preferred stock are converti
» the conversion price or manner by which the Compaitiycalculate the conversion pric
» the conversion periot
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» whether conversion wibe at the option of the holders of the preferregdlsbr the Company
* any events requiring an adjustment of the convergitce; anc
» provisions affecting conversion in the event of te@emption of the series of preferred stc

Stockholder Liability

Maryland law provides that no stockholder, incluglholders of preferred stock, will be personalable for the Company’s acts and
obligations and that the Company’s funds and ptgpae the only recourse for its acts or obligagion

Restrictions On Ownership; Change of Control Provisions

As discussed below under “Description of CommorckteOwnership Limitations and Restrictions on Tramsf’ for the Company to
qualify as a REIT, not more than 50% in value sfattstanding capital stock may be owned, diramtlyndirectly, by five or fewer individuals
during the last half of a taxable year. As a resh# Company'’s charter provides generally thatholder may beneficially own more than 9.8%
of the Company'’s issued and outstanding capitakstadccordingly, the articles supplementary desimgthe terms of each series of preferred
stock may contain provisions restricting the owhgrsnd transfer of the preferred stock. The progesupplement will specify any additio
ownership limitation relating to a series of preéer stock.

For a discussion of provisions in the Compamgharter that may have the effect of delayingenafg or preventing a change of contrc
the Company, see under “Description of Common Stthek subsections titled “Business Combination&ldssification of Board of Directors,
Vacancies and Removal of Directors,” “OperatingtRenship Agreement,” and “Stockholder Rights Plan.”

Transfer Agent
The prospectus supplement will identify the transigent for the preferred stock.
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DESCRIPTION OF DEPOSITARY SHARES

General

The Company may issue depositary shares, eachiohwiould represent a fractional interest of a shadra particular series of preferred
stock. The Company will deposit shares of prefestedk represented by depositary shares underaaiadepeposit agreement among the
Company, a preferred stock depositary and the olofethe depositary shares. Subject to the teffritfseadeposit agreement, each owner of a
depositary share will possess, in proportion toftaetional interest of a share of preferred stagresented by the depositary share, all the
rights and preferences of the preferred stock sgpried by the depositary shares.

Depositary receipts will evidence the depositargrsh issued pursuant to the deposit agreement.dmataly after the Company issues
and delivers preferred stock to a preferred stagloditary, the preferred stock depositary will ésthe depositary receipts.

Dividends and Other Distributions

The depositary will distribute all cash dividendstbe preferred stock to the record holders oftdégositary shares. Holders of depositary
shares generally must file proofs, certificates athetr information and pay charges and expensteealepositary in connection with
distributions.

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

Withdrawal of Stock

Unless the Company has previously called the uyitgripreferred stock for redemption or the holdethe depositary shares has
converted such shares, a holder of depositary smaag surrender them at the corporate trust officke depositary in exchange for whole or
fractional shares of the underlying preferred stimgjether with any money or other property repreestby the depositary shares. Once a hu
has exchanged the depositary shares, the holdenatagdeposit the preferred shares and receivesitapy shares again. If a depositary
receipt presented for exchange into preferred stegiesents more shares of preferred stock thamuitmder to be withdrawn, the depositary
will deliver a new depositary receipt for the exxasimber of depositary shares.

Redemption of Depositary Shares

Whenever the Company redeems shares of prefewekl Iséld by a depositary, the depositary will redebe corresponding amount of
depositary shares. The redemption price per depgshare will be equal to the applicable fractbthe redemption price and any other
amounts payable with respect to the preferred stbthe Company intends to redeem less than ahefunderlying preferred stock, the
Company and the depositary will select the deposghares to be redeemed as nearly pro rata asqatzle without creating fractional
depositary shares or by any other equitable metletermined by the Company that preserves its RE{IS

On the redemption date:

« all dividends relating to the shares of preferredls called for redemption will cease to acct
» the Company and the depositary will no longer dé@rdepositary shares called for redemption toutstanding; an

« all rights of the holders of the depositary shai@ted for redemption will cease, except the righteceive any money payable ug
the redemption and any money or other propertytizhvthe holders of the depositary shares areletitpon redemptior
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Voting of the Preferred Stock

When a depositary receives notice regarding a mgeti which the holders of the underlying prefeiseatk have the right to vote, it will
mail that information to the holders of the depasitshares. Each record holder of depositary stwardise record date may then instruct the
depositary to exercise its voting rights for theoamt of preferred stock represented by that hatd@epositary shares. The depositary will vote
in accordance with these instructions. The depgsitél abstain from voting to the extent it doestmeceive specific instructions from the
holders of depositary shares. A depositary will b@tresponsible for any failure to carry out arstrimction to vote, or for the manner or effect
of any vote, as long as any action or non-actian good faith and does not result from negligeocwillful misconduct of the depositary.

Liquidation Preference

In the event of the Company'’s liquidation, dissimotor winding up, a holder of depositary sharel neceive the fraction of the
liquidation preference accorded each share of lyidgrpreferred stock represented by the deposihaye.

Conversion of Preferred Stock

Depositary shares will not themselves be convertiiltio common stock or any other securities or erigpof the Company. However, if
the underlying preferred stock is convertible, leotdof depositary shares may surrender them tdepesitary with written instructions to
convert the preferred stock represented by theiositary shares into whole shares of common stttier shares of the Company’s preferred
stock or other shares of stock, as applicable. Upoeipt of these instructions and any amountslgayia connection with a conversion, the
Company will convert the preferred stock usingghme procedures as those provided for deliveryefepred stock. If a holder of depositary
shares converts only part of its depositary shahesdepositary will issue a new depositary reckipany depositary shares not converted. The
Company will not issue fractional shares of commtmtk upon conversion. If a conversion will resalthe issuance of a fractional share, the
Company will pay an amount in cash equal to theevalf the fractional interest based upon the ctppiiice of the common stock on the last
business day prior to the conversion.

Amendment and Termination of a Deposit Agreement

The Company and the depositary may amend any fédepmositary receipt evidencing depositary shanesamy provision of a deposit
agreement. However, unless the existing holdead Iefast two-thirds of the applicable depositargrek then outstanding have approved the
amendment, the Company and the depositary may aké miny amendment that:

» would materially and adversely alter the rightshaf holders of depositary shares
» would be materially and adversely inconsistent wlhih rights granted to the holders of the undegyireferred stock

Subject to exceptions in the deposit agreemeneandpt in order to comply with the law, no amendtmaay impair the right of any
holders of depositary shares to surrender theiositgry shares with instructions to deliver the endng preferred stock and all money and
other property represented by the depositary shBkesy holder of outstanding depositary shargeetime any amendment becomes effective
who continues to hold the depositary shares willbemed to consent and agree to the amendment &edobund by the amended deposit
agreement.

The Company may terminate a deposit agreement nipioless than 30 days’ prior written notice to depositary if:

» the termination is necessary to preserve the Coy’'s REIT status; ¢

» a majority of each series of preferred stock aéfddiy the termination consents to the terminal
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Upon a termination of a deposit agreement, holdetBe depositary shares may surrender their degpgshares and receive in exchange
the number of whole or fractional shares of preféistock and any other property represented bgepesitary shares. If the Company
terminates a deposit agreement to preserve itssséata REIT, then the Company will use its bdsttsfto list the preferred stock issued upon
surrender of the related depositary shares onien@tsecurities exchange.

In addition, a deposit agreement will automaticédiyminate if:
» the Company has redeemed all underlying prefeteak subject to the agreeme

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

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

Charges of a Preferred Stock Depositary

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

Resignation and Removal of Depositary

A depositary may resign at any time by deliveriaghte Company notice of its election to resign. Tlmenpany may also remove a
depositary at any time. Any resignation or remaviiltake effect upon the appointment of a succesepositary. The Company will appoint a
successor depositary within 60 days after deliwée notice of resignation or removal. The susoesnust be a bank or trust company with
its principal office in the United States and haweombined capital and surplus of at least $50anill

Miscellaneous

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

Neither the depositary nor the Company will belgabany law or any circumstances beyond theirtcdmprevent or delay them from
performing their obligations under a deposit agreemThe obligations of the Company and a depgsitader a deposit agreement will be
limited to performing their duties in good faithcawithout negligence in regard to voting of preéefristock, gross negligence or willful
misconduct. Neither the Company nor a depositargtrprosecute or defend any legal proceeding wiheet to any depositary shares or the
underlying preferred stock unless they are furrdsiiith satisfactory indemnity.

The Company and any depositary may rely on theemiadvice of counsel or accountants, or infornmagimovided by persons presenting
shares of preferred stock for deposit, holdersepioditary shares or other persons they believeadd @aith to be competent, and on documents
they believe in good faith to be genuine and signed proper party.

In the event a depositary receives conflictingrakgirequests or instructions from the Company aychalders of depositary shares, the
depositary will be entitled to act on the claimeqjuests or instructions received from the Company.
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Depositary
The prospectus supplement will identify the degogifor the depositary shares.
Listing of the Depositary Shares
The prospectus supplement will specify whetheratrthe depositary shares will be listed on any stes exchange.
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DESCRIPTION OF COMMON STOCK

General

The Company is authorized under its charter toeig¥10 million shares of its common stock. Eachtaatiing share of common stock
entitles the holder to one vote on all matters gmésd to stockholders for a vote. Unless applickverequires otherwise, and except in limited
circumstances as our charter may provide with iespeany series of preferred stock that the Compaay issue, the holders of common st
will possess exclusive voting power. See “—Owngrdhimitations and Restrictions on Transfers.”

All shares of common stock issued will be duly auitbed, fully paid and non-assessable. Distribiioray be paid to the holders of
common stock if and when declared by the Compahgard of directors out of legally available funflse Company intends to continue to
quarterly dividends.

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

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

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

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

Ownership Limitations and Restrictionson Transfers

To maintain its REIT qualification, not more thad® in value of the Company’s outstanding stock tm@ywned directly or indirectly
by five or fewer individuals (including certain &igs treated as individuals for these purposesinduhe last half of a taxable year and at least
100 persons must beneficially own its outstandioglsfor at least 335 days per 12-month taxable.yEahelp ensure that the Company meets
these tests, the Company'’s charter provides thaengon or entity may directly or constructivelyromore than 9.8% in value of the
Company'’s issued and outstanding capital stockowit obtaining a written waiver from the board o&dtors. For purposes of this provision,
corporations, partnerships, “groups” within the miag of Section 13(d)(3) of the Securities ExchaAgeof 1934 and other entities are treated
as single persons. The board of directors hasatisorto waive this ownership limit if the boaraeéves evidence that ownership in excess of
the limit will not jeopardize the Company’s REIT&ats.

The restrictions on transferability and ownership mot apply if the board of directors and thedtbolders 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 commonlistoear a legend referring to the restrictions dbsdrabove.

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 maliled kater than January 30of each year. This notice should contain the h&ddeme and
address, the number of shares of common stockedenped stock such holder owns and a descriptidroaf such holder holds the shares. In
addition, such holders will be required to discloseriting any other information that the Compargeds in order to determine the effect of
such holder’s ownership on the Company’s statusREIT.
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These ownership limitations could have the effégirecluding a third party from obtaining contrales the Company unless the
Company’s board of directors and its stockholdetgeihine that maintaining REIT status is no lordgsirable.

Limitations of Liability and Indemnification of Directorsand Officers

Maryland general corporation law and the Compank&ter exculpate each director and officer incanxgtiby the Company or by
stockholders in derivative actions from liabilitplass the director or officer has received an irpprgersonal benefit in money, property or
services or has acted dishonestly, as establishadibal judgment of a court.

The charter also provides that the Company wilkindify a present or former director or officer aggtiexpense or liability in an actior
the fullest extent permitted by Maryland law. Mauytl law permits a corporation to indemnify its pr@sand former directors and officers,
among others, against judgments, penalties, fsedements and reasonable expenses they inconirection with any proceeding to which
they are a party because of their service as aeofdirector or other similar capacity. Howevdiaryland law prohibits indemnification if it is
established that:

» the act or omission of the director or officer vmaaterial to the matter giving rise to the procegdind was committed in bad faith
or was the result of active and deliberate dishiyn

» the director or officer actually received an impeopersonal benefit in money, property or servioe
* inthe case of any criminal proceeding, the dineotoofficer had reasonable cause to believe timatt or omission was unlawfi

We believe that the exculpation and indemnificapoovisions in the charter help induce qualifiediiiduals to agree to serve as officers
and directors of the Company by providing a degfggrotection from liability for alleged mistakes imaking decisions and taking actions. "
should be aware, however, that these provisiotisarCompany’s charter and Maryland law give youaaenimited right of action than you
otherwise would have in the absence of such prawgsiWe also maintain a policy of directors’ anficefs’ liability insurance covering certain
liabilities incurred by the Company’s directors afticers in connection with the performance ofititities.

The above indemnification provisions could opetatandemnify directors, officers or other persortsovexert control over the Company
against liabilities arising under the Securitieg 8&£1933. Insofar as the above provisions mayattmat type of indemnification, we have been
informed that, in the SEC’s opinion, such indenwaifion is against public policy as expressed inbeurities 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 intwthie Company is not the surviving entity or séllba substantially all of its assets unless the
board of directors adopts a resolution declarimgtoposed transaction advisable and a majoritieo§tockholders voting together as a single
class approve the transaction. Maryland law predigtiockholders from taking action by written carsgnless all stockholders consent in
writing. The practical effect of this limitation fhat any action required or permitted to be taigthe Company’s stockholders may only be
taken if it is properly brought before an annuagspecial meeting of stockholders. The Company’s\sglfurther provide that in order for a
stockholder to properly bring any matter beforeeeting, the stockholder must comply with requiretae@agarding advance notice. The
foregoing provisions could have the effect of delgyuntil the next annual meeting stockholder axgithat the holders of a majority of the
Company’s outstanding voting securities favor. Ehgovisions may also discourage another persan fnaking a tender offer for the
Company’s common stock, because such person ay,exten if it acquired a majority of the Companglgstanding voting securities, would
likely be able to take action as a stockholderhsagelecting new directors or approving a mergas; at a duly called stockholders meeting.
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Maryland law also establishes special requiremeittsrespect to business combinations between Madytorporations and interested
stockholders unless exemptions apply. Among ottiags, the law prohibits for five years a merged ather similar transactions between a
company and an interested stockholder and reqaisepermajority vote for such transactions afterethd of the five-year period. The
Company’s charter contains a provision exemptimg@bmpany from the Maryland business combinatiatut¢. However, we cannot assure
you that this charter provision will not be amendedepealed at any point in the futu

Control Share Acquisitions

Maryland general corporation law provides that oarghares of a Maryland corporation acquired aoatrol share acquisition have no
voting rights except to the extent approved by t& o two-thirds of the votes entitled to be castlve matter, excluding shares owned by the
acquirer or by officers or employee directors. Tbatrol share acquisition statute does not appghtres acquired in a merger, consolidation
or share exchange if the corporation is a parthédransaction, or to acquisitions approved ongxted by the corporation’s charter or bylaws.
The Company’s bylaws contain a provision exempftingh the control share acquisition statute anylstmmuired by any person. However, we
cannot assure you that this bylaw provision will be amended or repealed at any point in the future

Classification of Board of Directors, Vacancies and Removal of Directors

The directors on the Company’s board of directoescarrrently divided into three classes, and edi¢hese directors generally serves for
a three-year term. A director may only be remowedchuse by the affirmative vote of two-thirds vofehe Company’s outstanding common
stock. These staggered terms of the Company’s boagddiscourage offers for the Company or makecguigition of the Company more
difficult, even when an acquisition is in the biérest of the stockholders

The Company’s charter and bylaws provide that antgjof the directors or the stockholders mayditly vacancy on the board of
directors. However, under Maryland law, only thaitbof directors can fill vacancies even thoughdharter and bylaws provide otherwise. In
addition, the Company’s bylaws provide that only Hoard of directors may increase or decreaseutmber of persons serving on the board of
directors. These provisions preclude stockholdens fremoving incumbent directors, except for caarse upon a substantial affirmative vote,
and filling the vacancies created by such removtd their own nominees until the next annual megth stockholders.

Amendment of Charter and Bylaws

Except as set forth below, the Company’s chartertmaamended only by the affirmative vote of haddafrnot 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 thieredtive vote of holders of not less than tifords of the outstanding shares of comt
stock.

Operating Partnership Agreement

Upon a change in control of the Company, the paship agreement of the Operating Partnership reguiertain acquirers to maintain an
umbrella partnership real estate investment tfWPREIT”) structure with terms at least as favoeatd the limited partners as are currently in
place. For instance, in certain transactions, tugiiger would be required to preserve the limitadiper’s right to continue to hold tax-deferred
partnership interests that are redeemable foralagiick of the acquirer. Some change of contesidactions involving the Company could
require the approval of two-thirds of the limitedrmers of the Operating Partnership (other tharQtbmpany). These provisions may make a
change of control transaction involving the Compargre complicated and therefore might decreasékibiéhood of such a transaction
occurring, even if such a transaction would behaltest interest of the Company'’s stockholders.
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MATERIAL FEDERAL INCOME TAX CONSIDERATIONS

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

If the Company offers one or more additional seoiegreferred stock or the Operating Partnershiprefone or more additional series of
debt securities, the prospectus supplement wilugeinformation about any additional material fedéncome tax consequences to holders of
those shares of preferred stock or debt securities.

Because this summary is intended only to addressriabfederal income tax consequences relatirthemwnership and disposition of
the Company'’s stock, it may not contain all theinfation that may be important to you. As you rewvthis discussion, you should keep in
mind that:

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

» special rules that we do not discuss below mayyaifior example, you are a tax-exempt organizatio broker-dealer, a non-U.S.
person, a trust, an estate, a regulated investooampany, a financial institution, an insurance campor otherwise subject to
special tax treatment under the Internal Revenuie(

» this summary generally does not address statd, docer-U.S. tax consideration

» this summary deals only with the Comp’s stockholders that hold common stocl” capital asse” within the meaning ¢
Section 1221 of the Internal Revenue Code;

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

You should both review the following discussion aodsult with your own tax advisor to determine éfiect of ownership and
disposition of the Company’s stock on your indivatitax situation, including any state, local or id18. tax consequences.

We base the information in this section on theentrinternal Revenue Code, current, final, tempoaaud proposed Treasury regulations,
the legislative history of the Internal Revenue €aclrrent administrative interpretations and peastof the IRS, including its practices and
policies as endorsed in private letter rulings,clibare not binding on the IRS, and existing coadisions. Future legislation, regulations,
administrative interpretations and court decisiomsld change current law or adversely affect axisinterpretations of current law. Any
change could apply retroactively. The Company l®htained any rulings from the IRS concerningtthetreatment of the matters discussed
below. Thus, it is possible that the IRS could Eraje the statements in this discussion, whichaldimd the IRS or the courts, and that a ¢
could agree with the IRS.

Taxation of the Company asaREIT

The Company believes that, commencing with itshi&xgear ended December 31, 1994, it has been iaeghand has operated in such a
manner as to qualify for taxation as a REIT underlhternal Revenue Code, and the Company intendgritinue to be organized and to
operate in such a manner. However, we cannot agsurthat the Company has operated or will operagemanner so as to qualify or remain
qualified as a REIT.

Federal Income Taxation of the Company

If the Company has qualified and continues to dyédir taxation as a REIT, it generally will not babject to federal corporate income
tax on that portion of its ordinary income or capgain that is currently distributed to stockhoklérhe REIT provisions of the Internal
Revenue Code generally allow a REIT to deductidistions paid to its stockholders, substantialijn@lating the federal “double taxation” on
earnings (once at
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the corporate level when earned and once agalreattckholder level when distributed) that usugdsults from investments in a corporation.
Nevertheless, the Company will be subject to fddacamme tax as follows

First, the Company will be taxed at regular corporates on its undistributed “REIT taxable incohiegluding undistributed net capital
gains.

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

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

Fourth, if the Company has net income from “proteithitransactions’which are, in general, certain sales or other digjpms of propert
other than foreclosure property held primarily $afe to customers in the ordinary course of busipesich income will be subject to a 100%
tax.

Fifth, if the Company should fail to satisfy eititae 75% gross income test or the 95% gross indestddiscussed below) but has
nonetheless maintained its qualification as a Ridause it has met other requirements, the Compiinye subject to a 100% tax on the
gross income attributable to (1) the greater ofi{a)amount by which the Company fails the 75%degb) the amount by which the Company
fails the 95% income test, multiplied by (2) a fian intended to reflect the Company’s profitalyilit

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

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

Seventh, if the Company should acquire any asset & “C” corporation (i.e., a corporation generallpject to full corporate-level tax)
in a carryover-basis transaction and provided rotin is made for the transaction to be curretatkable, and the Company subsequently
recognizes gain on the disposition of such ass@&tglthe 10-year period beginning on the date oitlvthe Company acquired the asset, the
Company generally will be subject to tax at thehlest regular corporate rate on the lesser of thmuatof gain that the Company recognizes at
the time of the sale or disposition and the amotfigiin that the Company would have recognizeddégf@ompany had sold the asset at the time
it acquired the asset, the “Built-in Gains Tax".

The Company owns direct or indirect interests imumber of taxable REIT subsidiaries. A “taxable REubsidiary”of the Company is
corporation in which the Company directly or inditg owns stock and that elects, together withGoenpany, to be treated as a taxable REIT
subsidiary of the Company. In addition, if a taxaBIEIT subsidiary of the Company owns, directlyndlirectly, securities representing 35% or
more of the vote or value of a subsidiary corporgtithat subsidiary will also be treated as a texBiEIT subsidiary of the Company. A taxa
REIT subsidiary is subject to federal income taxd atate and local income tax where applicable, r@gular “C” corporation.

Generally, a taxable REIT subsidiary may perforoneampermissible tenant services without causiegdbmpany to receive
impermissible tenant services income under the REd®me tests. However, several provisions reggrtlie arrangements between a REIT
and its taxable REIT subsidiaries ensure that aliax
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REIT subsidiary will be subject to an appropriated! of federal income taxation. For example, titerhal Revenue Code limits the ability ¢
taxable REIT subsidiary to deduct interest paymanéxcess of a certain amount made to the Comparaddition, the Company must pay a
100% tax on some payments that it receives or daineexpenses deducted by the taxable REIT swargidfithe economic arrangements
between the Company, the Company’s tenants andtiable REIT subsidiary are not comparable to sindtrangements among unrelated
parties. The Company’s taxable REIT subsidiariekamaterest and other payments to the Companyattdrd parties in connection with
activities related to the Company'’s properties. &denot assure you that the Company’s taxable R&b$idiaries will not be limited in their
ability to deduct interest payments made to the @amy. In addition, we cannot assure you that ti& fiRght not seek to impose the 100% tax
on services performed by taxable REIT subsidignesenants of the Company, or on a portion ofghgments received by the Company from,
or expenses deducted by, the Company’s taxable REFidiaries.

Requirementsfor Qualification
To qualify as a REIT, the Company must elect térbated as a REIT and must meet the requiremestzjssed below, relating to the
Company’s organization, sources of income, andraaitiassets.
The Internal Revenue Code defines a REIT as a catipa, trust or association:
« that is managed by one or more trustees or dirg(
» the beneficial ownership of which is evidenced taysferable shares or by transferable certificatd®neficial interest
» that would be taxable as a domestic corporatiorfdndpplication of the REIT rule:
« that is neither a financial institution nor an irmuce company subject to certain provisions ofitibernal Revenue Cod
« that has at least 100 persons as beneficial ow

» during the last half of each taxable year, not ntbae 50% in value of the outstanding stock of Wh&owned, directly or
indirectly, through the application of certain dtrtion rules, by five or fewer individuals (as oefd in the Internal Revenue Cod
include certain entities

« that files an election or continues such electmhe taxed as a REIT on its return for each taxpéde;
» that uses the calendar year as its taxable yed
» that satisfies the income tests, the asset texdgha distribution tests, described bel:

The Internal Revenue Code provides that REITs maussfy all of the first four preceding requirenedtiring the entire taxable year.
REITs must satisfy the fifth requirement durindestst 335 days of a taxable year of 12 months andwa proportionate part of a taxable year
of less than 12 months. For purposes of the seglirement, the beneficiaries of a pension or pseifaring trust described in Section 401(a) of
the Internal Revenue Code, and not the pensionadit4gharing trust itself, are treated as REITc&twlders. Neither the fifth nor sixth
requirement is applicable to a REIT’s first taxajpéar. The Company will be treated as having mestkth requirement if the Company
complies with certain Treasury Regulations for asdeing the ownership of the Company’s stock fatsyear and if the Company did not
know (or after the exercise of reasonable diligemoald not have known) that the sixth condition was satisfied for such year. The
Company’s charter currently includes restrictiomgarding transfer of its stock that, among othengh, assist the Company in continuing to
satisfy the fifth and sixth of these requirements.

If a REIT owns a corporate subsidiary that is adlfied REIT subsidiary,” the separate existenc¢hat subsidiary will be disregarded
for federal income tax purposes. Generally, a §jedlREIT subsidiary is a
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corporation, other than a taxable REIT subsidiallypf the capital stock of which is owned by thEIR. All assets, liabilities and items of
income, deduction and credit of the qualified REUbsidiary will be treated as assets, liabilitied #ems of income, deduction and credit of
the REIT itself. A qualified REIT subsidiary of ti@mpany will not be subject to federal corporatmme taxation, although it may be subject
to state and local taxation in some states.

A REIT that is a partner in a partnership is deemoealvn its proportionate share of the assetseptirtnership and to earn its
proportionate share of the partnership’s incomégith cases being based on its relative capitatést in the partnership. The character of the
assets and gross income of the partnership rétaisdme character in the hands of the REIT forgaap of the gross income and asset tests.
Thus, the Company’s proportionate share of thetgskabilities and items of income of the Opergtfartnership (including the Operating
Partnership’s share of the assets, liabilitiesitards of income with respect to any partnership/irich it holds an interest) is treated as assets,
liabilities and items of income of the Company fairposes of applying the requirements describeeimer

Income Tests In order to maintain qualification as a REIT, thendpany must satisfy two gross income requireméiitst, the Compan
must derive, directly or indirectly, at least 75%ite gross income (excluding gross income fromhisited transactions) for each taxable year
from investments relating to real property or madgs on real property, including “rents from realpgerty,” gains on disposition of real estate,
dividends paid by another REIT and interest ongattions secured by real property or on interestsahproperty, or from certain types of
temporary investments. Second, the Company mustedat least 95% of its gross income (excludingsgrimcome from prohibited
transactions) for each taxable year from any coathin of income qualifying under the 75% test aiddénds, interest, and gain from the sale
or disposition of stock or securities.

Rents received by the Company will qualify as “sefnom real propertyin satisfying the gross income requirements folETRlescribel
above only if several conditions are met. First, dmount of rent must not be based in whole oaih @gn the income or profits of any person
but can be based on a fixed percentage of grosfpte®r gross sales. Second, “rents from realgitgpgenerally excludes any amount
received directly or indirectly from any tenanthe Company, or an owner of 10% of more of the Camyfs outstanding stock, directly or
constructively, owns 10% or more of such tenaninginto consideration the applicable attributiotes, which we refer to as a “related party
tenant.” Third, “rents from real property” excludest attributable to personal property except wisrch personal property is leased in
connection with a lease of real property and tim¢ aétributable to such personal property is lessitor equal to 15% of the total rent received
under the lease. Finally, amounts that are attuitdetto services furnished or rendered in conneatiith the rental of real property, whether or
not separately stated, will not constitute “remtsf real property” unless such services are cusignpovided in the geographic area.
Customary services that are not considered to déded to a particular tenant (e.g., furnishingttreead light, the cleaning of public entrances,
and the collection of trash) can be provided diyday the Company. Where, on the other hand, sectices are provided primarily for the
convenience of the tenants or are provided to seménts, such services must be provided by an @memt contractor from whom the
Company does not receive any income or a taxablé Ribsidiary. Non-customary services that arepastormed by an independent
contractor or taxable REIT subsidiary in accordanith the applicable requirements will result ingermissible tenant service income to the
Company to the extent of the income earned (or édezarned) with respect to such services. If thpeimissible tenant service income
exceeds 1% of the Company’s total income from aenty, all of the income from that property wililfeo qualify as rents from real property.
If the total amount of impermissible tenant sersidees not exceed 1% of the Company’s total incioome the property, the services will not
cause the rent paid by tenants of the propertgitad qualify as rents from real property, but thgpermissible tenant services income will not
qualify as rents from real property.

The Company does not currently charge and doeamitiipate charging rent that is based in wholmgrart on the income or profits of
any person. The Company also does not anticiptiteraderiving rent attributable to personal propégtised in connection with real property
that exceeds 15% of the total rents or receivimg frem related party tenants.
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The Operating Partnership does provide some sarwitl respect to the properties. The Company bedi¢hat the services with respect
to the properties that are and will be provideedlily are usually or customarily rendered in cotioecwith the rental of space for occupancy
only and are not otherwise considered rendereduticplar tenants and, therefore, that the prowisibsuch services will not cause rents
received with respect to the properties to fafjt@lify as rents from real property. Services wébpect to the properties that the Company
believes may not be provided by the Company oQtperating Partnership directly without jeopardizthg qualification of rent as “rents from
real property” are and will be performed by indegiemt contractors or taxable REIT subsidiaries.

The Operating Partnership and the Company receifor property management and brokerage andhéeasivices provided with
respect to some properties not owned entirely byQherating Partnership. These fees, to the ertsrgaid with respect to the portion of these
properties not owned, directly or indirectly, bgt@ompany, will not qualify under the 75% grossime test or the 95% gross income test.
Operating Partnership also may receive other tgp@some with respect to the properties it owres thill not qualify for either of these tests.
The Company believes, however, that the aggregateiat of these fees and other non-qualifying incameny taxable year will not cause the
Company to exceed the limits on non-qualifying imeounder either the 75% gross income test or the @®ss income test.

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

income, the IRS could conclude that the Comparailaife to satisfy the tests was not due to readerause. Even if this relief provision
applies, the Internal Revenue Code imposes a 18R%ith respect to a portion of the non-qualifyingome, as described above.

Asset Tests At the close of each quarter of its taxable yt#ar,Company also must satisfy four tests relatintpé nature and
diversification of its assets:

» Atleast 75% of the value of the Company'’s totaleds must be represented by real estate assdiqr@dsash items (including
receivables) and government securit

» No more than 25% of the value of the Com(’s total assets may be represented by securities ththn those in the 75% as
class.

» Except for equity investments in REITs, qualifieHIR subsidiaries or taxable REIT subsidiaries dieotsecurities that qualify
“real estate ass” for purposes of the 75% asset cle

. the value of any one isst's securities owned by the Company may not exceedf3#e value of the Compa’s total asset
. the Company may not own more than 10% of any aneel’s outstanding voting securitie

. the Company may not own more than 10% of the vafubke outstanding securities of any one issuet;

. No more than 20% of the Comp¢'s total assets may be represented by securiti@seobr more taxable REIT subsidiari
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Securities for purposes of the asset tests maydeatiebt securities. However, debt of an issudmatl count as a security for purpose:
the 10% value test if the debt securities are igititadebt” securities. A “straight debt” securityhich is defined as a written unconditional
promise to pay on demand or on a specified dateracertain in money if (i) the debt is not convalgj directly or indirectly, into stock, and
(ii) the interest rate and interest payment datesiat contingent on profits, the borrower’s disiore, or similar factors. “Straight debt”
securities do not include any securities issued pgrtnership or a corporation in which we or aogtwlled taxable REIT subsidiary (i.e., a
taxable REIT subsidiary in which we own directlyindirectly more than 50% of the voting power olueaof the stock) hold non-"straight
debt” securities that have an aggregate value oént@n 1% of the issuer’s outstanding securitiiesvever, “straight debt” securities include
debt subject to the following contingencies:

* acontingency relating to the time of payment ¢éiiest or principal, as long as either (i) theradschange to the effective yield of
the debt obligation other than a change to the anyiald that does not exceed the greater of 0.26%% of the annual yield, or
(i) neither the aggregate issue price nor the egape face amount of the issuer’s debt obligatiaid by us exceeds $1 million and
no more than 12 months of unaccrued interest odéehé obligations can be required to be prepaid;

» acontingency relating to the time or amount ofmeaxt upon a default or prepayment of a debt obtigags long as the
contingency is consistent with customary commergiattice.

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

* Any debt instrument of an entity treated as a asimp for federal income tax purposes to the @éxdkour interest as a partner
the partnershiy

» Any debt instrument of an entity treated as a atimp for federal income tax purposes not desdribe¢he preceding bullet poin
if at least 75% of the partnership’s gross incoexejuding income from prohibited transaction, iglifying income for purposes of
the 75% gross income test described ab

The Company believes that the aggregate valueeadehurities issued by its taxable REIT subsidiagimes not exceed 20% of the
aggregate value of its gross assets. As of eaelamel testing date prior to the election to treathecorporate subsidiary of the Company or any
other corporation in which the Company owns anrege(other than another REIT or a qualified REIDsdiary) as a taxable REIT subsidit
which election first became available on Januarg0D1, the Company believes it did not own mora th@% of the voting securities of any
such entity. In addition, the Company believes #sabf each relevant testing date prior to thetieledo treat each corporate subsidiary of the
Company or any other corporation in which the Conypawns an interest (other than another REIT aualified REIT subsidiary) as a taxable
REIT subsidiary of the Company, the Company’s jata share of the value of the securities, includielgt, of any such corporation or other
issuer owned (or treated as owned) by the Compahgal exceed 5% of the total value of the Compamgsets.

With respect to each issuer in which the Compamgeatly owns an interest that does not qualify &E4T, a qualified REIT subsidiary
or a taxable REIT subsidiary, the Company belig¢hasits pro rata share of the value of the sdesriincluding debt, of any such issuer owned
(or treated as owned) does not exceed 5% of thévalue of the Company’s assets and that it caspliith the 10% voting securities
limitation and 10% value limitation with respectaach such issuer. In this regard, however, weatgmovide any assurance that the IRS
might not disagree with the Company’s determination

33



Table of Contents

After initially meeting the asset tests at the elo§ any quarter, the Company will not generalgeldts status as a REIT for failure to
satisfy the asset tests at the end of a later gusotely by reason of changes in asset valudise lfailure to satisfy the asset tests results faoi
acquisition of securities or other property duringuarter, the Company can cure the failure byodigyy of a sufficient amount of non-
qualifying assets within 30 days after the clos¢hat quarter. The Company intends to maintain aaexrecords of the value of its assets to
ensure compliance with the asset tests and tostadte other actions within 30 days after the cldsang quarter as necessary to cure any
noncompliance.

Annual Distribution Requirements

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

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

» the Company declares the dividends in October, Nilpeg or December, the dividends were payable tkbtidders of record on a
specified date in such a month, and the CompamaHgipaid the dividends during January of the egpent year; ¢

» the Company declares the dividends before it tirfildg its federal income tax return for such yehe Company pays the divider
in the 12month period following the close of the prior yeaud not later than the first regular dividend pagtredter the declaratio
and the Company elects on its federal income taxndor the prior year to have a specified amafrthe subsequent dividend
treated as if paid in the prior ye

Even if the Company satisfies the foregoing disttitn requirements, the Company will be subjedttothereon to the extent that it does
not distribute all of its net capital gain or “REtd@xable income” as adjusted. Furthermore, if tbenany fails to distribute at least the sum of
85% of its ordinary income for that year, 95% sfdtapital gain net income for that year, and argistributed taxable income from prior
periods, the Company would be subject to a 4% exeis on the excess of the required distributioer die amounts actually distributed.

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

The Company may elect to retain rather than disteilall or a portion of its net capital gains amag the tax on the gains. In that case, the
Company may elect to have its stockholders incthéé proportionate share of the undistributedaagtital gains in income as longrm capite
gains and receive a credit for their share of txepaid by the Company. For purposes of the 4%sexeix described, any such retained amt
would be treated as having been distributed.

The Company intends to make timely distributionficient to satisfy the annual distribution requirents. In this regard, the partnership
agreement of the Operating Partnership authorime€bmpany, as general partner, to take such atepsy be necessary to cause the
Operating Partnership to distribute to its partr@ramount sufficient to permit the Company to ntieese distribution requirements.

We expect that the Company’s REIT taxable inconlkegenerally be less than its cash flow due toahewance of depreciation and
other non-cash charges in computing REIT taxalderire. Accordingly, the
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Company anticipates that it generally will havefisignt cash or liquid assets to enable it to $atise 90% distribution requirement. It is
possible, however, that the Company, from timent@t may not have sufficient cash or other liqusdeds to meet the 90% distribution
requirement or to distribute such greater amoumag be necessary to avoid income and excise taxdti this event, the Company may find
it necessary to arrange for borrowings or, if polssipay taxable stock dividends in order to meetdistribution requirement or avoid such
income or excise taxation.

In the event that the Company is subject to ansadient to its REIT taxable income (as defined ioti®a 860(d)(2) of the Internal
Revenue Code) resulting from an adverse deterroimaty either a final court decision, a closing agnent between the Company and the IRS
under Section 7121 of the Internal Revenue Codagagement as to tax liability between the Compary an IRS district director, or a
statement by us attached to an amendment or suppteémour federal income tax return, the Compaany iye able to rectify any resulting
failure to meet the 90% annual distribution requieat by paying “deficiency dividends” to stockhalsl¢hat relate to the adjusted year but that
are paid in a subsequent year. To qualify as @idefty dividend, the Company must make the distigbuwvithin 90 days of the adverse
determination and the Company also must satisfgrqihocedural requirements. If the Company satigfie statutory requirements of
Section 860 of the Internal Revenue Code, a destu@iallowed for any deficiency dividend subsedlygpaid by the Company to offset an
increase in the Company’s REIT taxable income tegufrom the adverse determination. The Companwedver, must pay statutory interest
on the amount of any deduction taken for deficietieydends to compensate for the deferral of thxditebility.

Failureto Qualify

If the Company fails to qualify for taxation as &IR in any taxable year and the relief provisionsndt apply, the Company will be
subject to tax (including any applicable alternatiminimum tax) on its taxable income at regulapooate rates. Distributions to stockholders
in any year in which the Company fails to qualifyaaREIT will not be deductible by the Company wdl they be required to be made. In that
event, to the extent of positive current and acdated earnings and profits, distributions to staillbrs will be dividends, generally taxable at
long-term capital gains tax rates (as describedvbelsubject to certain limitations of the InterfRdvenue Code, corporate distributees may be
eligible for the dividends received deduction. Wsléhe Company is entitled to relief under speseifatutory provisions, the Company also will
be disqualified from taxation as a REIT for therftaxable years following the year during which @@mpany lost the qualification. We can
state whether in all circumstances the Company avbalentitled to such statutory relief. For examilthe Company fails to satisfy the gross
income tests because non-qualifying income thaCi@pany intentionally incurs exceeds the limitsoigch income, the IRS could conclude
that the Company’s failure to satisfy the tests naisdue to reasonable cause.

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

* is a corporation or partnership (including an grttitated as a corporation or partnership for fa@ldacome tax purposes) createc
organized in or under the laws of the United Statesf any political subdivision therec

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

* isany trust if a court within the United Stateslide to exercise primary supervision over the adstration of the trust, and one
more United States persons have the authorityrntraloall substantial decisions of the trt
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For any taxable year for which the Company qualifeg taxation as a REIT, amounts distributed i@lde U.S. Stockholders will be
taxed as discussed below.

Distributions Generally. Distributions to U.S. Stockholders, other thanitzdgain dividends discussed below, will consgtdividends
up to the amount of the Company’s positive cureamt accumulated earnings and profits and, to tttahg will be taxable to the U.S.
Stockholders. These distributions are not eligiblehe dividends received deduction for corpomsgioOn May 28, 2003, President Bush si¢
into law the Jobs Growth Tax Relief Reconciliatidet of 2003. Under this new law, as subsequentlylified, certain “qualified dividend
income” received by U.S. non-corporate shareholitetaxable years 2003 through 2010 is subjecaxaat the same tax rates as long-term
capital gain (generally, under the new law, a maximrate of 15% for such taxable years). Dividermt®ived from REITs, however, generally
are not eligible for these reduced rates and, therewill continue to be subject to tax at ordinarcome rates (generally, a maximum rate of
35% for taxable years 2003-2010), subject to twoavaexceptions. Under the first exception, dividemeceived from a REIT may be treated
as “qualified dividend income” eligible for the rezkd tax rates to the extent that the REIT itsa#f leceived qualified dividend income from
other corporations (such as taxable REIT subseBirUnder the second exception, dividends paid BEIT in a taxable year may be treate
qualified dividend income in an amount equal togbe of (i) the excess of the REIT’s “REIT taxalleome” for the preceding taxable year
over the corporate-level federal income tax payabléhe REIT for such preceding taxable year andhe excess of the REIT’s income that
was subject to the Built-in Gains Tax in the preécgdaxable year over the tax payable by the REIBuch income for such preceding taxable
year. We do not anticipate that a material portibour distributions will be treated as qualifieididend income

To the extent that the Company makes a distributicxcess of its positive current and accumulagethings and profits, the distribution
will be treated first as a tax-free return of capiteducing the tax basis in the U.S. Stockhokledmmon stock, and then the distribution ex
of such basis will be taxable to the U.S. Stockbokk gain realized from the sale of its stockid&mds declared by the Company in October,
November or December of any year payable to a St&kholder of record on a specified date in arghsuonth will be treated as both paic
the Company and received by the stockholders oember 31 of that year, provided that the Compaltyadly pays the dividends during
January of the following calendar year.

Capital Gain Distributions. Distributions to U.S. Stockholders that the Comypproperly designates as capital gain dividendsheil
treated as long-term capital gains (to the extesy do not exceed the Company’s actual net cagdtal) for the taxable year without regard to
the period for which the U.S. Stockholder has tnéddor her stock. However, corporate stockholdemyg be required to treat up to 20% of
certain capital gain dividends as ordinary inco@apital gain dividends are not eligible for theidands received deduction for corporations.

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

Any capital gain with respect to capital assetsl ffieft more than one year that is recognized orretise properly taken into account
before January 1, 2011, generally will be taxed tmn-corporate taxpayer at a maximum rate of 16%e case of capital gain attributable to
the sale of real property held for more than orer ysuch gain will be taxed at a maximum rate %626 the extent of the amount of
depreciation deductions previously claimed witlpeed to such property. With respect to distribusidlesignated by the Company as capital
gain dividends (including any deemed distributiohsetained capital gains), subject to certain témihe
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Company may designate, and will notify its shardbad, whether the dividend is taxable to non-cafshareholders at regular long-term
capital gains rates (currently at a minimum raté&%f#o) or at the 25% rate applicable to unrecaptdegmeciation.

Passive Activity Loss and Investment Interest Liatibns. Distributions from the Company and gain from tligpdsition of stock will
not be treated as passive activity income andetbes, U.S. Stockholders will not be able to appty “passive losses” against such income.
Dividends from the Company (to the extent they dbaonstitute a return of capital) generally will treated as investment income for purp
of the investment interest limitation. Net capgain from the disposition of stock or capital gdinidends generally will be excluded from
investment income unless the U.S. Stockholder £lechave the gain taxed at ordinary income r&tsckholders are not allowed to include
their own federal income tax returns any tax losgehe Company.

Dispositions of Shares In general, U.S. Stockholders will realize capgain or loss on the disposition of stock equahtdifference
between the amount of cash and the fair markeevailany property received on the disposition drad stockholders’ adjusted basis in the
common stock. This gain or loss will be a capithgor loss if the U.S. Stockholder has held therast as a capital asset. The applicable tax
rate will depend on the stockholder’s holding péiiio the asset (generally, if the stockholder held the asset for more than one year, it will
produce long-term capital gain) and the stockhddd@x bracket (the maximum rate for non-corpotaigayers currently being 15%). The IRS
has the authority to prescribe, but has not yetquileed, regulations that would apply a capitahdak rate of 25% (which is generally higher
than the long-term capital gain tax rates for norporate stockholders) to a portion of capital gaiized by a non-corporate stockholder on
the sale of stock that would correspond to the Gomis “unrecaptured Section 1250 gain.” Stockhaldgrould consult with their own tax
advisors with respect to their capital gain tabiligy. In general, any loss recognized by a U.@®c8holder upon the sale or other disposition of
stock that the stockholder has held for six monthigss, after applying the holding period rulesl ne treated as a lontgrm capital loss, to tl
extent of distributions received by the U.S. Stadlbr from the Company that were required to batée as long-term capital gains.

Treatment of Tax-Exempt StockholdersDistributions from the Company to a tax-exempt Exyge pension trust or other domestic tax-
exempt stockholder generally will not constitutefelated business taxable income,” which we refest“UBTI,” unless the stockholder has
borrowed to acquire or carry its stock or has ukedshares in a trade or business.

However, for tax-exempt stockholders that are da@tidbs, voluntary employee benefit associationpptemental unemployment benefit
trusts and qualified group legal services plansrptdrom federal income taxation under Sections(&{I), (c)(9), (c)(17) and (c)(20) of the
Internal Revenue Code, respectively, income frormaastment in the Company will constitute UBTI esd the organization properly sets
aside or reserves such amounts for purposes sgakaifithe Internal Revenue Code. Theseeteempt stockholders should consult their own
advisors concerning these “set aside” and resexy@nements.

Qualified trusts that hold more than 10% (by valoithe shares of pension-held REITs may be reduoédreat a certain percentage of
such a REIT’s distributions as UBTI. A REIT is aefpsion-held REIT” only if the REIT would not qualiés such for federal income tax
purposes but for the application of a “look-throtigikception to the five or fewer requirement apglite to shares held by qualified trusts and
the REIT is “predominantly held” by qualified trgstA REIT is predominantly held if either at lease qualified trust holds more than 25% by
value of the REIT interests or qualified trusts;reawning more than 10% by value of the REIT inté&seholds in the aggregate more than !
of the REIT interests. The percentage of any REViddnd treated as UBTI is equal to the ratio gfttee UBTI earned by the REIT (treating
the REIT as if it were a qualified trust and therefsubject to tax on UBTI) to (b) the total grossome (less certain associated expenses)
REIT. In the event that this ratio is less thanfe¥any year, then the qualified trust will not toeated as having received UBTI as a result of
the REIT dividend. For these purposes, a qualifiest is any trust
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described in Section 401(a) of the Internal Reveode and exempt from tax under Section 501 (eefriternal Revenue Code. The
restrictions on ownership of common stock in thenpany’s charter generally will prevent applicatmfrthe provisions treating a portion of
REIT distributions as UBTI to qualified trusts umdlee pension-held REIT rules, absent a waivehefrestrictions by the board of directors.

Special Tax Considerationsfor Non-U.S. Stockholders

In general, non-U.S. Stockholders will be subjeategular federal income tax with respect to tieiestment in the Company if the
income from the investment is “effectively conneteiith the non-U.S. Stockholder’s conduct of adgar business in the United States. A
corporate non-U.S. Stockholder that receives inctiragis (or is treated as) effectively connectétthw U.S. trade or business also may be
subject to the branch profits tax under Section &8#he Internal Revenue Code, which is imposeaddition to regular federal income tax at
the rate of 30%, subject to reduction under araaty, if applicable. Effectively connected incothat meets various certification requirements
will generally be exempt from withholding. The folling discussion will apply to non-U.S. Stockhoklerhose income from their investments
in the Company is not so effectively connected ¢pkdo the extent that the FIRPTA rules discussdadvibtreat such income as effectively
connected income).

A distribution by the Company that is not attrithl&ato gain from the sale or exchange by the Compéia United States real property
interest and that the Company does not designatecapital gain distribution will be treated asoadinary income dividend to the extent that
the Company pays the distribution out of currerd@rumulated earnings and profits of the Compamne&lly, any ordinary income dividend
will be subject to a federal income tax, requiredé withheld by the Company, equal to 30% of ttesg amount of the dividend, withheld by
the Company, unless an applicable tax treaty regithée tax. Such a distribution in excess of thenany’s earnings and profits will be treated
first as a return of capital that will reduce a Adrs. Stockholder’s basis in its common stock (ttbelow zero) and then as gain from the
disposition of such stock, the tax treatment ofclihis described under the rules discussed belolwnegpect to dispositions of common stock.

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

Although the law is not clear on this matter, ipaprs that amounts designated by the Company astilated capital gains in respect of
stock generally should be treated with respecbtmd.S. Stockholders in the same manner as acdtabdtions by the Company of capital
gain dividends. Under that approach, the non-Ut&l®older would be able to offset as a credit magjaheir resulting federal income tax
liability an amount equal to their proportionateshof the tax paid by the Company on the undisteith capital gains, and to receive from the
IRS a refund to the extent its proportionate sludithis tax paid by the Company were to exceeddtsal federal income tax liability.

Although tax treaties may reduce the Company’shlting obligations, the Company generally willieguired to withhold from
distributions to non-U.S. Stockholders, and remithe IRS, 35% of designated capital gain dividegodsif greater, 35% of the amount of any
distributions that could be designated as capdai dividends) and 30% of ordinary dividends paid af earnings and profits. In addition, if
the Company designates prior distributions as ahgéin dividends, subsequent distributions, ughéamount of such prior distributions that
the Company designated as capital gains dividemitidye treated as capital gain dividends for
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purposes of withholding. In addition, the Compargyrbe required to withhold 10% of distributionseixcess of the Company’s current and
accumulated earnings and profits. If the amounawfvithheld by the Company with respect to a tstion to a nond.S. Stockholder excee
the stockholder’s United States tax liability witspect to such distribution, the non-U.S. Stoatbomay file for a refund of such excess from
the IRS.

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

» alower treaty rate applies and the -U.S. Stockholder files with the Company an IRS F&-8BEN evidencing eligibility for the
reduced treaty rat

» the nor-U.S. Stockholder files with the Company an IRS FO-8ECI claiming that the distribution is income etigely
connected with the n-U.S. Stockhold¢' s trade or business so that no withholding tardgiired; ol

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

Unless the stock constitutes a “U.S. real propietgrest” within the meaning of FIRPTA, a sale tufck by a non-U.S. Stockholder
generally will not be subject to federal incomeati@on. The stock will not constitute a U.S. reagerty interest if the Company is a
“domestically-controlled REIT.” A domestically-contled REIT is a REIT in which at all times duriagspecified testing period less than 50%
in value of its shares is held directly or inditgdty non-U.S. Stockholders. We currently anticgttat the Company will be a domestically-
controlled REIT and, therefore, that the sale o€ktwill not be subject to taxation under FIRPTAwever, because the Company’s common
stock will be publicly traded, we cannot assure ftat the Company will be a domestically-controlREIT. If the Company were not a
domestically-controlled REIT, a non-U.S. Stockholsisale of stock would be subject to tax underfFTR as a sale of a U.S. real property
interest unless the stock were “regularly traded’an established securities market (such as theY¢elv Stock Exchange) on which the
common stock will be listed and the selling stoddkeo owned no more than 5% of the common stockutiinout the applicable testing period.
If the gain on the sale of stock were subject xatian under FIRPTA, the non-U.S. Stockholder wdudsubject to the same treatment as a
U.S. Stockholder with respect to the gain (subieetpplicable alternative minimum tax and a speali@rnative minimum tax in the case of
nonresident alien individuals). However, even & ompany’s common stock is not a U.S. real prgpetérest, a nonresident alien’s gains
from the sale of stock will be taxable if the naident alien individual is present in the Unitedt8s for 183 days or more during the taxable
year and certain other conditions apply, in whiahecthe nonresident alien individual will be subjeca 30% tax on his or her U.S. sou
capital gains.

A purchaser of stock from a non-U.S. Stockholddl mgt be required to withhold under FIRPTA on fhechase price if the purchased
stock is “regularly traded” on an established siéiesrmarket or if the Company is a domesticallyirolled REIT. Otherwise, the purchaser of
stock from a non-U.S. Stockholder may be requicedithhold 10% of the purchase price and remit &msunt to the IRS. The Company’s
common stock currently is traded on the New Yorc&tExchange. We believe that the Company qualifreter both the regularly traded and
the domestically-controlled REIT exceptions to \witkding but we cannot provide any assurance todfiatt.

On May 17, 2006, the Tax Increase Prevention armbfR@liation Act of 2005 (“TIPRA") was enacted. RR requires any distribution
that is made by a REIT that would otherwise beextlip FIRPTA because the distribution is attriblggo the disposition of a United States
real property interest to retain its character I&PH A income when distributed to any regulated steeent company or other REIT, and to be
treated as if it were from the disposition of a tddiStates real property interest by that regulateelstment company or other REIT. This
provision of TIPRA applies to distributions withsgect to taxable years beginning after Decembe2@15. A “wash sale” rule is also included
in TIPRA for transactions involving certain dispioans
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of REIT stock to avoid FIRPTA tax on dispositiorfdunited States real property interests. These wgakhrules are applicable to transactions
occurring on or after the thirtieth day followingetdate of enactment of TIPRA.

Upon the death of a nonresident alien individuad individual's stock will be treated as part &f or her U.S. estate for purposes of the
U.S. estate tax, except as may be otherwise prdvidan applicable estate tax treaty.

Information Reporting Requirements and Backup Withholding Tax

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

» the payee fails to furnish a taxpayer identificatitmumber to the payer or to establish an exemfitem backup withholding
» the IRS notifies the payer that the taxpayer idieation number furnished by the payee is incorr

* anotified payee has been ur-reporting with respect to interest, dividends dgioial issue discount described in Section 3406¢
the Internal Revenue Code;

» the payee has failed to certify under the pendlfyenjury that the payee is not subject to backithiwelding under the Internal
Revenue Code

Some stockholders, including corporations, willdxempt from backup withholding. Any amounts witlthehder the backup withholdi
rules from a payment to a stockholder will be akolvas a credit against the stockholder’s fedecalrite tax and may entitle the stockholder to
a refund, provided that the stockholder furnistiesrequired information to the IRS.

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

The payment of the proceeds from the dispositiothefCompany’s stock to or through the U.S. ofti€a U.S. or foreign broker will be
subject to information reporting and, possibly, bhgrwithholding unless the non-U.S. Stockholdetifies as to its non-U.S. status or
otherwise establishes an exemption, provided tieabtoker does not have actual knowledge thatttokisolder is a U.S. person or that the
conditions of any other exemption are not, in faatjsfied. The proceeds of the disposition by @-0ddS. Stockholder of the Company’s stock
to or through a foreign office of a broker generalill not be subject to information reporting cadkup withholding. However, if the broker is
a U.S. person, a controlled foreign corporationdds. tax purposes or a foreign person 50% or mti@se gross income from all sources for
specified periods is from activities that are efffiggly connected with a U.S. trade or businessrimfation reporting generally will apply unless
the broker has documentary evidence as to the nS8n&iockholder’s foreign status and has no agn@lvledge to the contrary.

Applicable Treasury regulations provide presumgicegarding the status of stockholders when paysrterthe stockholders cannot be
reliably associated with appropriate documentapicvided to the payer. Under these Treasury reiguist some stockholders are required to
have provided new certifications with respect tpmants made after December 31, 2000. Because (flieatpn of these Treasury regulations
varies depending on the stockholder’s particulerucnstances, you should consult your tax advisganding the information reporting
requirements applicable to you.

Tax Aspects of the Operating Partner ship

General. The Operating Partnership holds substantiallpfathe Company’s investments. In general, partripssare “pass-through”
entities that are not subject to federal income Rather, partners are allocated
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their proportionate shares of the items of incogag), loss, deduction and credit of a partnersimgl, are potentially subject to tax thereon,
without regard to whether the partners receivestiluition from the partnership. The Company inekich its income its proportionate share of
these Operating Partnership items for purposeseofarious REIT income tests and in the computadfdts REIT taxable income. Moreover,
for purposes of the REIT asset tests, the Compasiydes its proportionate share of assets helthdyDperating Partnership.

Tax Allocations with Respect to the Propertie®ursuant to Section 704(c) of the Internal Revedoge, income, gain, loss and
deduction attributable to appreciated or depredipteperty that is contributed to a partnershipxnhange for an interest in the partnership,
must be allocated in a manner such that the catinidp partner is charged with the unrealized gairhenefits from the unrealized loss,
associated with the property at the time of thetrifoution. The amount of the unrealized gain oraatized loss is generally equal to the
difference between the fair market value of coniiédol property at the time of contribution and tbpisted tax basis of the property at the time
of contribution, which we refer to as a “book-taietence.” These allocations are solely for fetl@raome tax purposes and do not affect the
book capital accounts or other economic or legarements among the partners. The Operating Pstitpevas formed by way of
contributions of appreciated property. Consequetty partnership agreement of the Operating Pattigerequires allocations to be made in a
manner consistent with Section 704(c) of the lraeRevenue Code.

In general, the partners who have contributed @stsrin the appreciated properties to the Oper&artnership will be allocated lower
amounts of depreciation deductions for tax purpdsas such deductions would be if determined oroagta basis. In addition, in the event of
the disposition of any of the contributed asseds iflave a book-tax difference, all taxable incomtgbaitable to the book-tax difference
generally will be allocated to the contributing fo@rs, and the Company generally will be allocately its share of capital gains attributable to
appreciation, if any, occurring after the closiriglee acquisition of the properties. This will tetadeliminate the book-tax difference over the
life of the Operating Partnership. However, thecggdallocation rules of Section 704(c) of the ni@ Revenue Code do not always entirely
eliminate the book-tax difference on an annualdasiwith respect to a specific taxable transacdioch as a sale. Thus, the carryover basis of
the contributed assets in the hands of the Opgr&amtnership will cause the Company to be allathieer depreciation and other deductions
and possibly amounts of taxable income in the ewéatsale of the contributed assets in excedseoétonomic or book income allocated to it
as a result of the sale. This may cause the Comjpargcognize taxable income in excess of cashegag; which might adversely affect the
Company'’s ability to comply with the REIT distribhom requirements.

Treasury Regulations under Section 704(c) of theriral Revenue Code provide partnerships with &ehaf several methods of
accounting for book-tax differences, including tiraditional method” that may leave some of the béax differences unaccounted for, or the
election of certain methods which would permit aigtortions caused by a botdx difference to be entirely rectified on an arirhasis or witl
respect to a specific taxable transaction suchsatea The Operating Partnership and the Compavy thetermined to use the “traditional
method” for accounting for book-tax differencestwiespect to the properties contributed to the &tpey Partnership. As a result of this
determination, distributions to stockholders wil tomprised of a greater portion of taxable incame less return of capital than if another
method for accounting for book-tax differences baén selected. The Operating Partnership and thgp@uay have not determined which of
the alternative methods of accounting for booké#ferences will be elected with respect to projgsrtontributed to the Operating Partnership
in the future.

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

Basis in Operating Partnership Interest The Company’s adjusted tax basis in its interestié Operating Partnership generally:
» will equal the amount of cash and the basis ofa@hgr property contributed to the Operating Pastnigrby the Compan
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« willincrease by its allocable share of the OpagfPartnersh’s income and its allocable share of debt of ther&jpey Partnershiy
and

» will decrease, but not below zero, by the Compaaljltscable share of losses suffered by the Opeydartnership, the amount of
cash distributed to the Company, and constructistildutions resulting from a reduction in the Cang’s share of debt of the
Operating Partnershi

If the allocation of the Company’s distributive shaf the Operating Partnership’s loss exceedadiiested tax basis of the Company’s
partnership interest in the Operating Partnerghiprecognition of the excess loss will be defetretll such time and to the extent that the
Company has an adjusted tax basis in its intenetstei Operating Partnership. To the extent thaQtperating Partnershipdistributions, or an
decrease in the Company’s share of the debt dDtie¥ating Partnership (such decreases being coadidecash distribution to the partners)
exceed the Company’s adjusted tax basis, the egggsibutions (including such constructive distriions) constitute taxable income to the
Company. This taxable income normally will be cluéegized as a long-term capital gain if the Complaay held its interest in the Operating
Partnership for longer than one year, subjectdoced tax rates described above for non-corporeie &tockholders, to the extent designated
by the Company as a capital gain dividend. Underect law, capital gains and ordinary income ofpcoations generally are taxed at the same
marginal rates.

Sale of the Properties The Company’s share of gain realized by the Opeyd&artnership on the sale of any property helthisy
Operating Partnership as inventory or other prgpeetd primarily for sale to customers in the oatincourse of the Operating Partnership’s
trade or business will be treated as income frggroaibited transaction that is subject to a 100¥gftg tax. Prohibited transaction income also
may have an adverse effect upon the Company'syatilisatisfy the income tests for qualificationeaREIT. Under existing law, whether the
Operating Partnership holds its property as inugnto primarily for sale to customers in the ordinaourse of its trade or business is a
guestion of fact that depends on all the facts@mdimstances with respect to the particular trath@a. The Operating Partnership intends to
hold the properties for investment with a viewdad-term appreciation, to engage in the business@tfiiring, developing, owning and
operating the properties and to make such occdssafes of the properties, including peripheratigas are consistent with the Operating
Partnership’s investment objectives.

State and Local Tax

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

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

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

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

In connection with the sale of the securities, undi¢ers may receive compensation from us or framchasers of the securities, for
whom they may act as agents, in the form of distguoncessions or commissions. Underwriters miiyheesecurities to or through dealers,
and these dealers may receive compensation irothedf discounts, concessions or commissions ftogrunderwriters and/or commissions
from the purchasers for whom they may act as ageimderwriters, dealers and agents that participatiee distribution of the securities may
be deemed to be underwriters, and any discourdgsromissions they receive from us, and any profithenresale of the securities they realize
may be deemed to be underwriting discounts and desioms, under the Securities Act. The prospeatpplsment will identify any
underwriter or agent and will describe any compgosdhey receive from us.

Unless otherwise specified in the prospectus sapghe, each series of the securities will be a reswé with no established trading
market, other than the Company’s common stock, visicurrently listed on the New York Stock Exchan@/e may elect to list any series of
debt securities, preferred stock or depositaryeshan an exchange, but are not obligated to dib isgpossible that one or more underwriters
may make a market in a series of the securitigsytderwriters will not be obligated to do so analyndiscontinue any market making at any
time without notice. Therefore, we can give no asce about the liquidity of the trading marketdowy of the securities.

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

From time to time, we may engage in transactionb thiese underwriters, dealers and agents in tfieany course of business.

If indicated in the prospectus supplement, we maki@ize underwriters or other persons acting asagents to solicit offers by
institutions to purchase securities from us purstmoontracts providing for payment and delivenyaofuture date. Institutions with which we
may make these delayed delivery contracts incledengercial and savings banks, insurance compareesjgn funds, investment companies,
educational and charitable institutions and othEng obligations of any purchaser under any sutdydd delivery contract will be subject to
the condition that the purchase of the securitigdl :10t at the time of delivery be prohibited unttee laws of the jurisdiction to which the
purchaser is subject. The underwriters and othentagvill not have any responsibility with regaodte validity or performance of these
delayed delivery contracts.
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LEGAL MATTERS

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

EXPERTS

The financial statements and financial statememtdagles incorporated in this prospectus by referdérmn Highwoods Properties Inc.’s
Annual Report on Form 10-K, and the effectivendddighwoods Properties Inc.’s internal control ofi@eancial reporting, have been audited
by Deloitte & Touche LLP, an independent registguatllic accounting firm, as stated in their repavtdch are also incorporated by reference
(which reports (1) express an unqualified opiniorttee financial statements and financial statersehédules and include an explanatory
paragraph in the Form 10-K for the year ended Déezr@1, 2007, referring to the adoption on JandaB006 of Statement of Financial
Accounting Standards No. 123(R), “Share-Based Payin&nd Emerging Issues Task Force Issue No. 0B&ermining Whether a General
Partner or the General Partners as a Group, Cerdrbimited Partnership or Similar Entity When thmited Partners Have Certain Rights,”
and (2) express an unqualified opinion on the éffeness of internal control over financial repog), and have been so incorporated in
reliance upon the reports of such firm given ugwairtauthority as experts in accounting and auglitin

The financial statements and related financiakstant schedules incorporated in this prospectusfeyence from Highwoods Realty
Limited Partnership’s Annual Report on Form 10-iy& been audited by Deloitte & Touche LLP, an irhefent registered public accounting
firm, as stated in their report which is also immmated by reference (which report expresses analifigd opinion on the financial statements
and financial statement schedules and includexplaratory paragraph in the Form 10-K for the yeated December 31, 2007, referring to
the adoption on January 1, 2006 of Statement @friéiiml Accounting Standards No. 123(R), “Share-Bdd@yment,” and Emerging Issues
Task Force Issue No. 04-5, “Determining Whetherea&al Partner or the General Partners as a G@uurols a Limited Partnership or
Similar Entity When the Limited Partners Have CierRRights”), and have been so incorporated in negaupon the report of such firm given
upon their authority as experts in accounting arditang.

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 document
that we file at the SEC’s public reference roorh@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 publicubh the SEC’s Internet site at
www.sec.gov. In addition, since some of our semsiare listed on the New York Stock Exchange, gamuread our SEC filings at the offices
of the New York Stock Exchange, 20 Broad StreetyNerk, New York 10005.

This prospectus is part of a registration statertfeattwe have filed with the SEC. The SEC allowsou8ncorporate 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 considecelde part of this prospectus, and later infororathat we file with the SEC will
automatically update and supersede this informatiéa incorporate by reference the documents liseddw and any future documents filed
with the SEC under Sections 13(a), 13(c), 14 od)L6f the Exchange Act until this offering is termated.

* The Compan’'s 2007 Annual Report on Form-K (as initially filed on March 3, 2008 and as ameddn March 4, 2008
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* The Operating Partnersl's 2007 Annual Report on Form-K; and

» The description of the Compe’s common stock included in the Comp’s Registration Statement on For-A dated May 16
1994.

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

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

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

45



Table of Contents

Highwoods

AV
N

N
i



