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Filed Pursuant to Rule 424(b)(5
Registration No. 33314973

The information in this prospectus supplement and the accompanying prospectus is not complete and may be changed. This
prospectus supplement and the accompanying prospectus are not an offer to sell these securities and are not soliciting an offer to
buy these securities in any state where the offer or sale is not permitted.

Subject to Completion
Preliminary Prospectus Supplement dated May 26, 2@

PROSPECTUS SUPPLEMENT
(To prospectus dated March 14, 2008)

5,800,000 Shares
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Common Stock

We are offering 5,800,000 shares of our commorksar shares trade on the New York Stock Exchamgier the symbol
“HIW.” On May 22, 2009, the last sale price of @lvares as reported on the New York Stock Excharaged®1.85 per share.

Investing in our common stock involves risks. SeeRisk Factors” beginning on page S-2 of this
prospectus supplement and in our 2008 Annual Repoxn Form 10-K.

Per Share Total
Public offering price $ $
Underwriting discoun $ $
Proceeds, before expenses, to Highwoods Propdrii: $ $

The underwriters may also purchase up to an adeéiti®70,000 shares from us at the public offeririgep less the underwriting
discount, within 30 days of this prospectus supgleto cover overallotments.

Neither the Securities and Exchange Commissiorangistate securities commission has approved appisved of these securit
or determined if this prospectus supplement oatteompanying prospectus is truthful or completey Fapresentation to the contrary is a
criminal offense.

The shares will be ready for delivery on or about , 2009.

Joint Book-Running Managers

Merrill Lynch & Co. Wachovia Securities Morgan Stanley

The date of this prospectus supplement is May2009.
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You should rely only on the information containadr incorporated by reference in this prospectyppkment and the
accompanying prospectus. We have not, and the wnitlens have not, authorized anyone to provide with different information. If anyone
provides you with different or inconsistent infortiaa, you should not rely on it. We are not, anel timderwriters are not, making an offer to
sell these shares of common stock in any jurisalictvhere the offer or sale is not permitted. Yoouth assume that the information
appearing in this prospectus supplement, the acaoyipg prospectus and any documents incorporatedfbygence is accurate only as of
their respective dates. Our business, financiatlitimm, results of operations and prospects maglnanged since those dates.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first part is grospectus supplement, which describes the fapemims of the offering of
common stock and also adds to and updates infasmatintained in the accompanying prospectus. Té@nskpart is the accompanying
prospectus, which gives more general informatibthd description of the offering varies betweeis firospectus supplement and the
accompanying prospectus, you should rely on tharindtion in this prospectus supplement.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

SEC rules permit us to “incorporate by referente’ information contained in documents that weiih the SEC, which means
that we can disclose important information to ygudferring you to those documents. The informatiaorporated by reference is
considered to be part of this prospectus suppleam@hsupersedes information incorporated by reerémat we filed with the SEC prior to
the date of this prospectus supplement. Informatiahwe file in the future with the SEC automalticwill update and supersede, as
appropriate, the information contained in this pextus supplement and in the documents previoilstyWwith the SEC and incorporated by
reference into this prospectus supplement. We paate by reference the documents listed belowaagduture filings we will make with
the SEC under Sections 13(a), 13(c), 14 or 15(dheSecurities Exchange Act of 1934, as amendedr after the date of this prospectus
supplement but before the end of the offering mau#er this prospectus supplement.

. Our 2008 Annual Report on Form-K;

. Our Quarterly Report on Form -Q for the three months ended March 31, 2009;
. The description of our common stock included in Registration Statement on Forr-A dated May 16, 199¢

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

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 ezfee into, and are not otherwise a part of, thispectus supplement or accompanying
prospectus.



Table of Contents

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 incor porated 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 arfirsanaged equity real estate investment trusREIT, and one of the largest
owners and operators of suburban office, indusarial retail properties in the southeastern andweistern United States.

As of March 31, 2009, we owned or had an intere882 in-service office, industrial and retail peoies, encompassing
approximately 35.4 million square feet. We also edas of such date 580 acres of undeveloped latadbkufor future development, of
which 490 acres are considered core holdings.

We are based in Raleigh, North Carolina, and ocop@rties and development land are located in Fdo&Eorgia, lowa,
Kansas, Maryland, Mississippi, Missouri, North dara, South Carolina, Tennessee and Virginia. Cuecative offices are located at
3100 Smoketree Court, Suite 600, Raleigh, Northolte 27604 and our telephone number is (919) 87244

Recent Developments

On April 28, 2009, our Board of Directors declasedash dividend of $0.425 per share of common dtrcthe quarter ended
March 31, 2009, which is payable on June 9, 2a®8tdckholders of record as of May 18, 2009. Pwetsmof common stock in this
offering will not receive the cash dividend payabfeJune 9, 2009.

The Offering

Shares offered by HIV 5,800,000 share

Shares outstanding after the offer 69,621,431 share

NYSE symbol HIW

Use of proceeds To repay a portion of the borrowings outstandindarour $450 million unsecured

revolving credit facility, which we may use in theéure to fund our development
activity and property acquisitions, repay or repiage other outstanding debt and
repurchase or redeem outstanding preferred erityfor working capital and other
general corporate purpos:

Risk factors See “Risk Factors” herein and in the documentsneerporate by reference in this
prospectus supplement and the accompanying pragpfeta discussion of factors
you should consider befodeciding to invest in our common sto
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R ISK FACTORS

Investing in our common stock involves a high degoérisk. Please see the risk factors set fortbvbas well as the risk factors
incorporated by reference from our 2008 Annual Repalditional risks and uncertainties not currgrithown to us or that we currently de
to be immaterial may also materially adversely &ffes. The risks described could affect our businfsancial condition or results of
operations. In such a case, you may lose all drgigrour original investment. You should carefullgnsider the risks set forth below as well
as the risk factors described in our 2008 Annugddrie as well as other information set forth irsthrospectus supplement, the accompanying
prospectus and the documents incorporated by refereerein and therein before making an investiecision with respect to our common
stock.

Recent disruptions in the financial markets could &ect our ability to obtain financing or have other adverse effects on us or the
market price of our common stock.

The United States and global equity and credit etarkave recently experienced significant pricatidity and liquidity disruptions
which have caused the market prices of stocksutiihte substantially and the spreads on prosmgedébt financings to widen considerably.
These circumstances have significantly negativelyacted liquidity in the financial markets, makilegms for certain financings less
attractive or unavailable. Continued uncertaintthia equity and credit markets may negatively inhpac ability to access additional
financing at reasonable terms or at all. Thesenfired market circumstances also may negativelycaffar ability to make acquisitions,
undertake new development projects, sell propeatesrefinance our debt.

The price of our common stock is volatile and may etline.

The market price of our common stock may fluctweaitdely as a result of a number of factors, manwbich are outside our
control. In addition, the stock market is subjectitictuations in share prices and trading voluthes affect the market prices of the shares of
many companies. These broad market fluctuations hdversely affected and may continue to adveefédgt the market price of our
common stock. Among the factors that could affeetrharket price of our common stock are:

. actual or anticipated quarterly fluctuations in operating results and financial conditic

. changes in revenues or earnings estimates or gtiblicof research reports and recommendationsniayial analysts or
actions taken by rating agencies with respect taseaurities or those of other REI"

. any changes in our distribution polic

. any future issuances of equity securit

. speculation in the press or investment commu

. general market conditions and, in particular, depelents related to market conditions for the retdte industry
. domestic and international economic factors unedléab our performanci

. downturns in the national economy and rising un@ymlent, particularly in the Southeast, generallly mégatively impact th
demand and rental rates for our proper

. an oversupply of space in our markets would typrazduse rental rates and occupancies to decliaking it more difficult
for us to lease space at attractive rental rates all;
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. if our properties are not as attractive to custanfierterms of rent, services, condition or locafias properties owned by our
competitors, we could lose customers to those ptiegeor suffer lower rental rate

. in order to maintain the quality of our propertéa®sl successfully compete against other propentieqeriodically must spend
money to maintain, repair and renovate our propg|

. our performance depends on our ability to colleat from our customers. Our financial conditionIddue adversely affected
by financial difficulties experienced by a majoistamer, or by a number of smaller customers, inoy8ankruptcies,
insolvencies or general downturns in busin

. as leases expire, we try to either relet the spatiee existing customer or attract a new custamerccupy the space. In either
case, we may incur significant costs in the pradestuding potentially substantial tenant improw@rexpense or lease
incentives. In addition, if market rents have de&ti since the time the expiring lease was execthederms of any new lease
likely will not be as favorable to us as the tewhshe expiring lease, thereby reducing the remtatnue earned from that
space

. there are a number of government regulations, dietpzoning, tax and accessibility laws, that agplyhe ownership and
operation of our properties. Compliance with erigtand newly adopted regulations may require usdar significant costs
on our properties

. costs of operating our properties, such as reateetxes, utilities, insurance, maintenance aheratosts, can rise faster than
our ability to increase rental income. While werdoeive some additional rent from our customersithbased on recovering
a portion of operating expenses, increased opegratipenses will negatively impact our net operaimgme. Our revenues
and expense recoveries are subject to longer tase$s and may not be quickly increased sufficergéd¢over an increase in
operating costs and expens

. most of the costs associated with owning and ojmgrat property are not necessarily reduced whewigistances such as
market factors and competition cause a reductigental revenues from the property. Increasescedfioperating expenses,
such as increased real estate taxes or insuraste e@uld reduce our net incon

. federal, state and local laws and regulationsirgjab the protection of the environment may regaircurrent or previous
owner or operator of real property to investigatd alean up hazardous or toxic substances or petroproduct releases at
property. The clean up can be costly. The presehoefailure to clean up contamination may advigraéfect our ability to
sell or lease a property or to borrow funds usipgaperty as collateral; ar

. a number of other major real estate investors gighificant capital resources compete with us. €resmpetitors include
publicly-traded REITSs, private REITS, private real estatestors and private institutional investment fur

This offering is expected to be dilutive.

We expect that this offering will have a dilutivieet on our anticipated earnings per share andsdrom operations per share for
the year ending December 31, 2009. The exact anofutifution cannot be determined at this time aliibe based on numerous factors.
Additionally, subject to the 60 day lock-up redinas described in “Underwriting,” we are not réged from issuing additional shares of our
common stock, including any securities that arevedible into or exchangeable for, or that représiea right to receive, common stock or
any substantially similar securities in the future.
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USE OF PROCEEDS

We estimate that the net proceeds from this offewill be approximately $ million. “Neroceeds” are what we expect to
receive after paying expenses of the offering, Whie estimate will be approximately $300,000. Wern to use the net proceeds of this
offering to repay borrowings outstanding under 450 million unsecured revolving credit facility.8/¥hay use the revolving credit facility
the future to fund our development activity andgamy acquisitions, repay or repurchase other antihg debt and repurchase or redeem
outstanding preferred equity, and for working calpgind other general corporate purposes. As of 26a2009, borrowings under our
revolving credit facility bore interest at LIBORysl 80 basis points and totaled $183.0 million. @upblving credit facility matures on May 1,
2010. Affiliates of Merrill Lynch, Pierce, Fenner 8mith Incorporated and Wachovia Capital MarketsClare participating lenders under
our revolving credit facility and the syndicateusfderwriters that may offer the shares of commoaoksin this offering may include affiliates
of the lenders that participate in our revolvingdit facility. As a result, any such affiliate witceive a portion of the net proceeds of this
offering through the repayment of those borrowings.

ADDITIONAL U.S. FEDERAL INCOME TAX CONSIDERATIONS

The Housing and Economic Recovery Tax Act of 2@d8he 2008 Act, was signed into law on July 3M&0rhe 2008 Act
contains a number of provisions applicable to REF® example, the 2008 Act allows the value ofHTRs securities in its taxable REIT
subsidiaries to represent up to 25% of a REIT'etss@ncreased from a prior 20% limit). The 2008 Also changes the minimum holding
period under the “prohibited transaction” safe loagtrovisions from four years to two years. In diddi, rules allowing REITs greater
flexibility with respect to foreign currency gaiasd hedging income from foreign currency transastiwere included as part of the 2008 Act.
While the 2008 Act generally applies for taxablangsbeginning after the date of enactment, thesmdkating to the prohibited transaction ¢
harbor apply to sales made after July 30, 2008.

A “prohibited transaction” is a sale or other disjpon of property by a REIT that is “stock in teadf a taxpayer or other property
which would properly be included in the inventoffitie taxpayer if on hand at the close of the téxgbar, or property held for sale to
customers by the taxpayer in the ordinary courdasofrade or business” and is not foreclosure @ryp A REIT engaging in a prohibited
transaction is subject to a 100 percent tax org#ie from such a transaction.

There is a safe harbor from such tax, howeverrémsactions that meet certain requirements. Rritire 2008 Act, this safe harbor
required (i) the property to have been held for fmumore years; (i) total expenditures made &yREIT during the four-year period
preceding the date of sale which were includiblthanproperty’s basis to not exceed 30 percer@ptopertys net selling price; (iii) (A) the
the REIT did not make more than seven sales ofgrtggwith limited exceptions) during the tax year,(B) the aggregate adjusted basis, as
determined for purposes of computing earnings aafitpof property sold during the year to not eedel 0 percent of the aggregate bases of
all the REIT’s assets as of the beginning of tlxeyar (under the 2008 Act, a REIT can elect aripdaluse either aggregate basis or the fair
market value of all of its assets as of the begigmif the year for this 10 percent test); andifithhie underlying property is land or
improvements not acquired through foreclosure asdetermination, that the REIT held the propertyatdeast four years for production of
rental income. As noted above, the 2008 Act chattygizabove mentioned four-year periods to two yefsctive for sales of property
occurring after July 30, 2008.
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UNDERWRITING

Merrill Lynch, Pierce, Fenner & Smith Incorporated ,Merrill Lynch, Wachovia Capital Markets, LLC @Morgan Stanley & Co.
Incorporated, are acting as joint book-running ngans and as representatives of each of the undersvriamed below. Subject to the terms
and conditions set forth in an underwriting agreenanong us, Highwoods Realty Limited Partnersbip,operating partnership, and the
underwriters, we have agreed to sell to the undesr and each of the underwriters has agreeéraky and not jointly, to purchase from us
the number of shares of common stock set forth sippds name below.

Number of
Underwriter Shares
Merrill Lynch, Pierce, Fenner & Smith
Incorporatec
Wachovia Capital Markets, LL'
Morgan Stanley & Co. Incorporatt
Total 5,800,001

Subject to the terms and conditions set forth ethderwriting agreement, the underwriters haveejrseverally and not jointly,
purchase all of the shares sold under the undémngritgreement if any of these shares are purchastesl, than those shares covered by the
overallotment option described below. If an undéevrdefaults, the underwriting agreement provithed the purchase commitments of the
nondefaulting underwriters may be increased outiderwriting agreement may be terminated.

We have agreed to indemnify the underwriters agasain liabilities, including liabilities undéine Securities Act or to contribute
to payments the underwriters may be required toenrakespect of those liabilities.

The underwriters are offering the shares, subgeptior sale, when, as and if issued to and acddptehem, subject to approval of
legal matters by their counsel, including the vigfiof the shares, and other conditions contaimetthé underwriting agreement, such as the
receipt by the underwriters of officer’s certifieatand legal opinions. The underwriters reserveigfin to withdraw, cancel or modify offers
to the public and to reject orders in whole or amtp

Commissions and Discounts

The representatives have advised us that the unitlensypropose initially to offer the shares to ghublic at the public offering price
set forth on the cover page of this prospectusisapgnt and to dealers at that price less a coraressit in excess of $ per share. The
underwriters may allow, and the dealers may reallbbdiscount not in excess of $ peresia other dealers. After the public offering,
the public offering price, concession and discanay be changed.

The following table shows the per share and tatalip offering price, underwriting discount and peeds before expenses to us.
The information assumes either no exercise orikdircise by the underwriters of their overallotmaption.

Per Share Without Option With Option
Public offering price $ $ $
Underwriting discoun $ $ $
Proceeds, before expenses, to Highwoods
Properties, Inc $ $ $
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The expenses of the offering, not including theamditing discount, are estimated at $300,000 ardhayable by us.
Overallotment Option

We have granted an option to the underwriters tahmse up to 870,000 additional shares at the poffkring price, less the
underwriting discount. The underwriters may exer¢rgs option for 30 days from the date of thisgperctus supplement solely to cover any
overallotments. If the underwriters exercise thpian, each will be obligated, subject to condi@ontained in the underwriting agreement,
to purchase a number of additional shares prop@ateto that underwriter’s initial amount reflectadhe above table.

No Sales of Similar Securities

We and each of our directors and executive offib@re agreed, with limited exceptions describedwehot to sell or transfer any
common stock for 60 days after the date of thispectus supplement without first obtaining the temitconsent of Merrill Lynch, Wachovia
Capital Markets, LLC, and Morgan Stanley & Co. Immrated. We and each of our directors and exeeuaffficers have agreed, subject to
certain exceptions, not to, directly or indirectly:

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

. sell any option or contract to purchase any comsiook;

. purchase any option or contract to sell any comstoaok;

. grant any option, right or warrant for the saleanf common stocl

. lend or otherwise dispose of or transfer any comstonk;

. enter into any swap or other agreement or any acits that transfers, in whole or in part, dirgat indirectly, the economic
consequence of ownership of any common stock, vehetily such swap or transaction is to be settledietiyery of common
stock or other securities, in cash or otherw

. file with the SEC a registration statement underSecurities Act relating to any additional sharesommon stock or any
securities convertible into or exercisable or exgjeable for common stock other than a Form S-8 reipect to the
Compan’s 2009 lon-term equity incentive plan;

. publicly disclose the intention to effect any tracison described in the above bullet poil
This lockup provision applies to common stock amddcurities convertible into or exchangeable eresgable for common stock.

The lockup applies to common stock owned now ouged later by the person executing the agreemeiur avhich 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 theiegeof an option or warrant or the conversioma gecurity outstanding «
the date hereo

. the establishment of a trading plan pursuant t@ ROb51 under the Securities Exchange Act of 1934 fortthesfer of share
of common stock, provided that such plan does mmtige for the transfer of common stock during @@eday restricted
period;

. the issuance of common stock or cash upon the netitemof units of limited partnership interest ingHwoods Realty Limite
Partnership, our operating partnership through wiie conduct virtually all of our busine:

. the issuance of up to 500,000 units in the opeggiartnership in connection with property acquisisi;
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. the grant of options or the issuance of commorksto@mployees, officers, directors, advisors arstdtants pursuant to any
employee benefit plan; «

. the issuance of common stock pursuant to our egistividend reinvestment pla
New York Stock Exchange Listing

The shares are listed on the New York Stock Exchamgler the symbol “HIW.”
Price Stabilization and Short Positions

Until the distribution of the shares is complet8&C rules may limit underwriters from bidding ferdapurchasing our common
stock. However, the representatives may engagarmsactions that stabilize the price of the comstonk, such as bids or purchases to peg,
fix or maintain that price.

In connection with the offering, the underwriteraynpurchase and sell our common stock in the opkeh These transactions
may include short sales, purchases on the openeti@rkover positions created by short sales aatulizing transactions. Short sales involve
the sale by the underwriters of a greater numbshafes than they are required to purchase infteermy. “Covered” short sales are sales
made in an amount not greater than the underwritpton to purchase additional shares in the affgrThe underwriters may close out any
covered short position by either exercising thegrallotment option or purchasing shares in thenaparket. In determining the source of
shares to close out the covered short position tigerwriters will consider, among other thingg fhice of shares available for purchase in
the open market as compared to the price at whigh may purchase shares through the overallotnpiaro “Naked” short sales are sales in
excess of the overallotment option. The undervwgiteust close out any naked short position by pwiolgashares in the open market. A na
short position is more likely to be created if tirelerwriters are concerned that there may be dowhpr@ssure on the price of our common
stock in the open market after pricing that couddeasely affect investors who purchase in the ofterStabilizing transactions consist of
various bids for or purchases of shares of comnmrksnade by the underwriters in the open markier po the completion of the offering.

Similar to other purchase transactions, the undemst purchases to cover the syndicate short sales magytha effect of raising ¢
maintaining the market price of our common stockmventing or retarding a decline in the markétepof our common stock. As a result,
the price of our common stock may be higher thanpttice that might otherwise exist in the open retark

Neither we nor any of the underwriters make anyasgntation or prediction as to the direction ognitude of any effect that the
transactions described above may have on the gficer common stock. In addition, neither we noy ahthe underwriters make any
representation that the representatives will engagfgese transactions or that these transactwor® commenced, will not be discontinued
without notice.

Electronic Distribution

In connection with the offering, certain of the endriters or securities dealers may distribute pectuses by electronic means,
such as e-mail. In addition, Merrill Lynch may fiteite Internet distribution for this offering t@xtain of its Internet subscription customers.
Merrill Lynch may allocate a limited number of seaifor sale to its online brokerage customers. ldctnic prospectus is available on the
Internet web site maintained by Merrill Lynch. Otlilean the prospectus in electronic format, thermfation on the Merrill Lynch web site is
not part of this prospectus.
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Other Relationships

From time to time, the underwriters and certaitheir affiliates have engaged, and may in the fuemgage, in transactions with,
and perform investment banking and/or commerciaklvay services for, us and our affiliates in thdinary course of business. Affiliates of
Merrill Lynch and Wachovia Capital Markets, LLC grarticipating lenders under our unsecured revgleiredit facility and the syndicate of
underwriters that may offer the shares of commonoksin this offering may include affiliates of thenders that participate in our revolving
credit facility. As a result, any such affiliatellwieceive a portion of the net proceeds of thigifig through the repayment of those
borrowings.

Selling Restrictions

No action has been taken in any jurisdiction (exaephe United States) that would permit a publfiering of the shares, or the
possession, circulation or distribution of thisgpectus supplement, the accompanying prospectusyasther material relating to us or the
shares where action for that purpose is requiredoAdingly, the shares may not be offered or siléctly or indirectly, and neither this
prospectus supplement, the accompanying prospeotumny other offering material or advertisementsdannection with the shares may be
distributed or published, in or from any countryjunisdiction except in compliance with any appbtarules and regulations of any such
country or jurisdiction.

Each of the underwriters may arrange to sell shaffesed hereby in certain jurisdictions outside thnited States, either directly or
through affiliates, where they are permitted tosdo

European Economic Area/United Kingdom

In relation to each member state of the Europeam&muic Area that has implemented the Prospectueciiie (each, a “Relevant
Member State”), with effect from and including tti@&e on which the Prospectus Directive is implemeim that Relevant Member State (the
relevant implementation date), an offer to the jmubl the shares which are the subject of the offecontemplated by this prospectus
supplement may not be made in that Relevant Mel@tage, except that, with effect from and includihg relevant implementation date, an
offer to the public in that Relevant Member Statamy shares may be made at any time:

(@) tolegal entities which are authorized or regulatedperate in the financial markets or, if nosthorized or regulated,
whose corporate purpose is solely to invest in 1$tes,

(b) to any legal entity which has two or more of (1)eaerage of at least 250 employees during thditestcial year; (2) a total
balance sheet of more than €43,000,000; and (a8hanal net turnover of more than €50,000,000, ew/shin its last annual
or consolidated account

(¢) by the underwriters to fewer than 100 natural galgersons (other than qualified investors aséefin the Prospectus
Directive) subject to obtaining the prior consehthe representatives for any such offer

(d) in any other circumstances falling within Articlé&3 of the Prospectus Directiv

provided that no such offer of shares shall rasudt requirement for the publication by us or angerwriter of a prospectus pursuant to
Article 3 of the Prospectus Directive.

Any person making or intending to make any offethim the European Economic Area of shares whichire@eubject of the
offering contemplated in this prospectus supplemnsbould only do so in circumstances in which nagattion arises for us or any of the
underwriters to produce a prospectus for such difeither we nor the underwriters have authorired,do they authorize, the making of any
offer of shares through any financial intermediatyer than offers made by the underwriters whimhstitute the final offering of shares
contemplated in this prospectus supplement.
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For the purposes of this provision, and the buyeggesentation below, the expression an “offéh&opublic” in relation to any
shares in any Relevant Member State means the comation in any form and by any means of sufficiefidrmation on the terms of the
offer and any shares to be offered so as to erzabievestor to decide to purchase any sharesgasathe may be varied in that Relevant
Member State by any measure implementing the Pcosp®irective in that Relevant Member State, dnedexpression “Prospectus
Directive” means Directive 2003/71/EC and includey relevant implementing measure in each Reldvamber State.

Each person in a Relevant Member State who recaivggsommunication in respect of, or who acquirgsshares which are the
subject of the offering contemplated by this prasps supplement under, the offers contemplatelisnprospectus supplement will be
deemed to have represented, warranted and agreed teith each underwriter and us that:

(@ itis a qualified investor within the meaning oétlaw in that Relevant Member State implementintiche 2(1)(e) of the
Prospectus Directive; ar

(b) inthe case of any shares acquired by it as adinhimtermediary, as that term is used in Arti8(€) of the Prospectus
Directive, (i) the shares acquired by it in theeoifig have not been acquired on behalf of, nor liaeg been acquired with a
view to their offer or resale to, persons in anyeRant Member State other than “qualified investassdefined in the
Prospectus Directive, or in circumstances in whihprior consent of the representatives has ben ¢o the offer or
resale; or (ii) where the shares have been acqbirédon behalf of persons in any Relevant Menfit@te other than
qualified investors, the offer of those shareg te not treated under the Prospectus Directiviesatng been made to such
persons

Switzerland

This prospectus supplement, as well as any oth&riabrelating to the shares which are the sulgéthe offering contemplated by
this prospectus supplement, do not constitutesareiprospectus pursuant to Article 652a of the $S®@imde of Obligations. The shares will
be listed on the SWX Swiss Exchange and, therefoeedocuments relating to the shares, includiognbt limited to, this prospectus
supplement, do not claim to comply with the disalesstandards of the listing rules of SWX Swisshzxge and corresponding prospectus
schemes annexed to the listing rules of the SWXsS&ikchange.

The shares are being offered in Switzerland by efay private placement, i.e. to a small numberetécted investors only, without
any public offer and only to investors who do notghase the shares with the intention to distriltien to the public. The investors will be
individually approached by the underwriters fromdito time.

This prospectus supplement, as well as any oth&riabrelating to the shares, are personal anfidmmtial and do not constitute
offer to any other person. This prospectus suppimay only be used by those investors to whorastiheen handed out in connection with
the offering described herein and may neither tliyewr indirectly be distributed or made availabdeother persons without our express
consent. It may not be used in connection with@hgr offer and shall in particular not be copied/ar distributed to the public in (or from)
Switzerland.

Dubai International Financial Centre

This prospectus supplement relates to an exemet ioffaccordance with the Offered Securities Rafédbe Dubai Financial
Services Authority. This prospectus supplementtisrided for distribution only to persons of a tgpecified in those rules. It must not be
delivered to, or relied on by, any other persore Dubai Financial Services Authority has no resfimlity for reviewing or verifying any
documents in connection with exempt offers. The @utinancial Services Authority has not approved pinospectus supplement nor
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taken steps to verify the information set out jraitd has no responsibility for it. The shares Wiasite the subject of the offering contemplated
by this prospectus supplement may be illiquid angiédbject to restrictions on their resale. Progpegiurchasers of the shares offered should
conduct their own due diligence on the sharesolf go not understand the contents of this prospestpplement, you should consult an
authorized financial adviser.

LEGAL MATTERS

The validity of the shares of common stock offeinedeby is being passed upon for us by DLA Piper (UB). In addition, DLA
Piper LLP (US) is rendering an opinion with respectertain federal income tax matters relatingsoTwo partners of DLA Piper LLP (US)
beneficially own an aggregate of less than 0.01%unfcommon stock. Certain legal matters are bpasged upon for the underwriters by
Vinson & Elkins L.L.P.

EXPERTS

The financial statements, and the related finarsta&tkement schedules, incorporated in this proapdmt reference from the
Company’s and Highwoods Realty Limited Partnershfmnual Report on Form 10-K, and the effectiversdddighwoods Properties Inc.’s
internal control over financial reporting have beenlited by Deloitte & Touche LLP, an independ@gistered public accounting firm, as
stated in their reports, which are incorporatectimeby reference. Such financial statements arahfiial statement schedules have been so
incorporated in reliance upon the reports of sirch §iven upon their authority as experts in ac¢mgnand auditing.

S-10
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Highwoods

Highwoods Properties, Inc.
Common Stock
Preferred Stock

Depositary Shares
Guarantees

Highwoods Realty Limited Partnership
Debt Securities

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

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

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

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

You should carefully read and consider the risk factorsincluded in our periodic reports and other information that we file with the
SEC before you invest in our securities.

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

The date of this prospectus is March 14, 2008.
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You should rely only on the information containadhis prospectus and the accompanying prospegpmesnent or incorporated by
reference in these documents. No dealer, salespersather person is authorized to give any infdrameor to represent anything not
contained or incorporated by reference in this pectus or the accompanying prospectus supplenfentybne provides you with different,
inconsistent or unauthorized information or repnéaons, you must not rely on them. This prospeetud the accompanying prospectus
supplement are an offer to sell only the securifésred by these documents, but only under circanmt®s and in jurisdictions where it is
lawful to do so. The information contained in thimspectus or any prospectus supplement is cusrdptas of the date on the front of those
documents or as of the respective dates of anyndeuts incorporated by reference herein.
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ABOUT THIS PROSPECTUS

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

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

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

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

» the financial condition of our tenants could deisate;

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

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

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

» we could lose key executive officers; ¢
» our southeastern and midwestern markets may suffexpected declines in economic grov
This list of risks and uncertainties, however, a$ intended to be exhaustive. You should also vetie other cautionary statements we

make under the caption “Business — Risk Factorgin2007 Annual Report on Form 10-K, incorpordtgdeference herein, and as updated
in subsequent SEC filings.

Given these uncertainties, you should not placaiemdliance on forward-looking statements. We utadterno obligation to publicly
release the results of any revisions to these faaking statements to reflect any future evamtsircumstances 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-administeaed self-managed equity real estate investmesit (fREIT”) that began operatiot
through a predecessor in 1978. The Company conapitsténitial public offering in 1994 and its commstock is traded on the New York
Stock Exchange (“NYSE”) under the symbol “HIW.” Vdee one of the largest owners and operators ofrbahuwffice, industrial and retail
properties in the southeastern and midwestern didtates. At December 31, 2007, we:

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

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

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

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

The Company conducts virtually all of its activétithrough the Operating Partnership. The Compatheisole general partner of the
Operating Partnership. At December 31, 2007, thagamy owned all of the preferred partnership irgsré1 the Operating Partnership and
93.3% of the common partnership interests in ther@®jmng Partnership. Limited partners (includinga&ia officers and directors of the
Company) own the remaining common partnership é@stst Each unit of common partnership interestdeemable by the holder for the cash
value of one share of common stock or, at the Carylpaption, one share of common stock.

The Company was incorporated in Maryland in 199 Dperating Partnership was formed in North Caaoih 1994. Our executive
offices are located at 3100 Smoketree Court, Sli6s Raleigh, North Carolina 27604 and our teleghommber is (919) 872-4924. We
maintain offices in each of our primary markets.

USE OF PROCEEDS

Unless otherwise specified in the prospectus sopghe, we intend to use the net proceeds from tleec$aecurities offered by this
prospectus for general corporate purposes, induttie development and acquisition of additionapprties and other acquisition
transactions, the repayment of outstanding debirapdovements to properties in our portfolio. Aguged by the terms of the partnership
agreement of the Operating Partnership, the Comparst invest the net proceeds of any sale of comstaok, preferred stock or depositary
shares in the Operating Partnership in exchangadditional partnership interests.
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RATIOS OF EARNINGS TO COMBINED FIXED CHARGES
AND PREFERRED STOCK DIVIDENDS

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

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

The following table shows ratios of earnings to bamd fixed charges and preferred stock dividedshfe Company and the Operal
Partnership for the periods shown:

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

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

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

General

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

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

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

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

» the basis upon which the Operating Partnershipoaittulate interest on the debt securities if othan a 360-day year of twelve
3C-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 thesgelrities and the indenture, if other than asideed in this prospectu
» the portion of the principal amount of the debtus&ies 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 s&sy

e any sinking fund or similar provision
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» the currency in which the Operating Partnership paly the principal, interest and any premium payts@n the debt securities, if
other than U.S. dollar:

» the events of default or covenants of the debtritéxs) if they are different from or in addition those described in this
prospectus

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

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

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

» whether or not the debt securities are guarantgedebCompany

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

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

refer to as “original issue discount securitiesheTprospectus supplement will describe any matfidral income tax, accounting and other
considerations applicable to original issue dist@eacurities.

Guarantees

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

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

corporate trust office of the trustee. However,@perating Partnership may choose to pay integeshbck mailed to the address of the
registered holder or by wire transfer of fundstte holder at an account maintained within the Wh8tates.

If any interest date or a maturity date falls ahag that is not a business day, the required paymiirbe made on the next business 1
as if it were made on the date the payment wasaddeno interest will accrue on the amount so pa&y#dsithe period from and after such
interest payment date or such maturity date, asahe may be. For purposes of the indenture, arféss day” is any day, other than a
Saturday or Sunday, on which banking institutionslew York City are open for business.
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Subject to limitations imposed upon debt securigssed in book-entry form, you may exchange debtisties for different
denominations of the same series or surrendersaéehtities for transfer at the corporate trustceffof the trustee. Every debt security
surrendered for transfer or exchange must be chdgrsed or accompanied by a written instrumentasfsfer. The Operating Partnership will
not require the holder to pay any service chargaify transfer or exchange, but the trustee oOgherating Partnership may require the
holder to pay any applicable tax or other governaderharge.

Neither the Operating Partnership nor the trusteequired to:

e issue, transfer or exchange any debt securityeifftbt security may be among those selected femption during a 15-day
period prior to the date of selectic

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

» exchange any bearer security selected for redempKoept 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 securitytiieatholder surrenders for repayme

Merger, Consolidation or Sale of Assets

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

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

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

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

Financial and Operating Covenants

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

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

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

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

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

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

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

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

Existence. Except as described above under “—Merger, Condaidar Sale,” the Operating Partnership and then@any must
preserve and keep in full force and effect theistexce, rights and franchises. However, neitheiQperating Partnership nor the Company
are required to preserve any right or franchisedétermines that its preservation is no longesirdéle in the conduct of its business and that
its loss is not disadvantageous in any materiglaetsto the holders of the debt securities.

Maintenance of Properties. The Operating Partnership must maintain all ofritsterial properties in good condition, repair aratking
order, supply all properties with all necessaryiganent and make all necessary repairs, renewalgaements and improvements necessary
so that we may properly and advantageously commuchusiness at all times. However, the Operatagnership may sell its properties for
value in the ordinary course of business.

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

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

« all taxes, assessments and governmental chardged mvimposed upon it or any subsidiary or upseriitome, profits or
properties or that of any subsidiary; ¢

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

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

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

“ Consolidated Income Available for Debt Service” for any period means Consolidated Net Incomedéfsed below) of the Operating
Partnership and its subsidiaries (i) plus amoutticlvhave been deducted for (a) interest on Detite@Operating Partnership and its
subsidiaries, (b) provision for taxes of the OpamPartnership and its subsidiaries based on ie¢da) amortization of debt discount,

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

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

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

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

“ Total Unencumbered Assets” means the sum of (i) those Undepreciated Rea@tEgtssets not subject to an encumbrance andl(ii) a
other assets of the Operating Partnership andlisidiaries not subject to an encumbrance detedrimaccordance with GAAP (but
excluding intangibles and accounts receivable).

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

“ Unsecured Debt ” means Debt of the Operating Partnership or afgigliary that is not secured by any mortgage, libarge, pledge
or security interest of any kind upon any of thepgarties owned by the Operating Partnership oradiig subsidiaries.

Events of Default, Notice and Waiver
The following are events of default with respecaity series of debt securities issued under theniiode:
» default for 30 days in the payment of any instalitnaf interest on any debt security of the sel
« default in the payment of the principal or any pigmon any debt security of the series at its nigtu
» default in making any sinking fund payment as regpifor any debt security of the seri

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

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

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

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

The indenture also provides that the principal amad all debt securities of that series would e dnd payable automatically upon
bankruptcy, insolvency or reorganization, or cagpointment of a receiver, liquidator or truste¢haf Operating Partnership, the Compar
any significant subsidiary or any of their respeetproperty.

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

The indenture provides that no holders of any semiay institute any judicial or other proceedingthwespect to the indenture or for
any remedy under the indenture, except in the cbfelure of the trustee to act
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for 60 days after it has received a written reqteatstitute proceedings for an event of defaudtrf the holders of at least 25% in principal
amount of the outstanding debt securities of thaes and an offer of indemnity reasonably sattsfgcto 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 relatingtgaduties in case of default, the trustee is umdeobligation to exercise any of its rights
or powers under the indenture at the request ectilim of any holders, unless the holders offéhétrustee reasonable security or indemnity.
The holders of at least a majority in principal ambof the outstanding debt securities of a s€oesf all debt securities then outstanding
under the indenture, if applicable) have the righdirect the time, method and place of conducting proceeding for any remedy available to
the trustee. However, the trustee may refuse tovichny direction that:

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

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

Modification of the Indenture

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

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

» reduce the principal amount of, or the rate or amofi interest on, or any premium payable on red@nmpf, any debt security, or
adversely affect any right of repayment of the koldf any debt securit

» change the place or currency for payment of pradcipterest or premium on any debt secul
« impair the right to institute suit for the enforcemt of any payment on any debt secul

» reduce the percentage of outstanding debt secudfia series necessary to modify or amend thentnde, waive compliance with
provisions of the indenture or defaults and consagas under the indenture or reduce the quorurotorgrrequirements set forth
in the indenture

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

* modify any of the provisions discussed above orafrthie 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 ¢ansling debt securities may waive
compliance by the Operating Partnership or the Gomppvith covenants relating to that series.

10



Table of Contents

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

to evidence the succession of another person tOpieeating Partnership as obligor or the Comparguasantor

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

to add events of default for the benefit of thedieos;

to add or change any provisions of the indentuffadditate 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 aft
the interests of any of the holde

to change or eliminate any provision of the indestso long as any such change or elimination besaffective only when there
are no debt securities outstanding of any seriegqusly created which are entitled to the berafthose provisions

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

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

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

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

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

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

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

deliver to the trustee an opinion of independenisel 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 sexsuitill not be delisted as a
result of the assumptio

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

the principal amount of an original issue discosgtturity that is deemed to be outstanding is theusutnof 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 denominatesi foreign currency that is deemed outstandirthe U.S. dollar equivalent
the principal amount, determined on the issue fitatthe debt security
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» the principal amount of an indexed security thatdemed outstanding is the principal face amouttte@indexed security at
original issuance, unless otherwise provided wadpect to the indexed security; ¢

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

Voting

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

Discharge, Defeasance and Covenant Defeasance

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

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

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

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

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

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

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

No Conversion Rights

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

No Personal Liability

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

Book-Entry System

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

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

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

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

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

Upon any such exchange, the certificated notesheillegistered in the names of the beneficial ogvnéthe global security or securiti
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 ef Bederal Reserve System, a “clearing corporatiotiiin the meaning of the New
York Uniform Commercial Code, and a “clearing ag€negistered pursuant to the provisions of Sectioh dfithe Securities Exchange A
The depository holds securities that its partictpateposit with the depository. The depository &ilitates the settlement among
participants of securities transactions, suchassfers and pledges, in deposited securities threlegtronic computerized book-entry
changes in participants’ accounts, thereby elinmigathe need for physical movement of securitigtifegates. Direct participants of the
depository include securities brokers and dealacduding the agents), banks, trust companiesyiclg@orporations and certain other
organizations. The depository is owned by a numbés direct participants and by the New York $t@xchange, Inc., the American Stock
Exchange LLC, and the National Association of SitiesrDealers, Inc. Access to the depository’saysis also available to others, such as
securities brokers and dealers, banks and truspani®s, that clear through or maintain a custaéiakionship with a direct participant, either
directly or indirectly, referred to as “indirectntiaipants.” The rules applicable to the depositang its participants are on file with the SEC.

Purchases of debt securities under the depositeygt®m must be made by or through direct partitggavhich will receive a credit for
the debt securities on the depository’s records. Glanership interest of each actual purchaseradf rate represented by a global security,
referred to as a “beneficial owner,” is in turnbt® recorded on the records of direct participantsiadirect participants. Beneficial owners
will not receive written confirmation from the degitory of their purchase, but beneficial ownersexpected to receive written confirmations
providing details of the transaction, as well agquic statements of their holdings, from the dinearticipants or indirect participants through
which such beneficial owner entered into the tratisa. Transfers of ownership interests in a gla®aurity representing debt securities al
be accomplished by entries made on the books titjeants acting on behalf of beneficial ownersnBfcial owners of a global security
representing debt securities will not receive Gedted notes representing their ownership intertsdrein, except in the event that use of the
book-entry system for the debt securities is ditooed.

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

Conveyance of notices and other communicationhéylepository to direct participants, by directtiggrants to indirect participants,
and by direct participants and indirect particigaiot beneficial owners will be governed by arrangets among them, subject to any statutory
or regulatory requirements as may be in effect ftione to time.

Neither the depository nor Cede & Co. will consentvote with respect to the global securities repnéing the debt securities. Under its
usual procedures, the depository mails an omnibasydo a company as soon as possible after thiicapfe record date. The omnibus proxy
assigns Cede & Ca’'consenting or voting rights to those direct pgéints to whose accounts the debt securitiesradited on the applicak
record date, identified in a listing attached te dmnibus proxy.
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Principal, premium, if any, and/or interest, if apmyments on the global securities representiaglébt securities will be made to
Cede & Co., or such other nominee as may be regghéstan authorized representative of DTC. The sié@y’s practice is to credit direct
participants’ accounts on the applicable paymetd ateaccordance with their respective holdingsaghon the depositorg’'records unless t
depository has reason to believe that it will remtaive payment on such date. Payments by partisipafeneficial owners will be governed
by standing instructions and customary practicess ¢he case with securities held for the accoofhtsistomers in bearer form or registere
“street name,” and will be the responsibility othiparticipant and not of the depository, the wagir the Operating Partnership, subject to
any statutory or regulatory requirements as main léfect from time to time. Payment of principptemium, if any, and/or interest, if any, to
the depository is the responsibility of the OpemgtPartnership and the trustee, disbursement of gagments to direct participants shall be
the responsibility of the depository, and disbureehof such payments to the beneficial owners dfwathe responsibility of direct participa
and indirect participants.

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

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

The depository may discontinue providing its sezgias securities depository with respect to the skdurities at any time by giving
reasonable notice to the Operating Partnershipeotrtistee. Under such circumstances, in the ¢lieht successor securities depository is
not obtained, certificated notes are required tpriboged 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 prosgeitpplement, any underwriters, dealers or ageithsrgspect to any series of debt
securities issued as global securities will bedliparticipants in DTC.

None of the Operating Partnership, the Company uaderwriter, 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 accountéficial interests in a global security, or
maintaining, supervising or reviewing any recorelating to these beneficial interests.

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

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

DESCRIPTION OF PREFERRED STOCK

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

Terms

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

rights.

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

Rank

the title and stated valu

the number of shares, liquidation preference afetiofy price;

the dividend rate, dividend periods and paymergs]

the date on which dividends begin to accrue or mecdate;

any auction and remarketing procedu

any retirement or sinking fund requireme

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

any listing on any securities exchan

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

any voting rights

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

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

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

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

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

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

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

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

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

» ifthe series of preferred stock has cumulativédginds, the Company has declared and paid full tatiae dividends for all past
and current dividend periods or declared and resefunds for payment before or at the same tintbedeclaration and payment
on the junior series; «

» if the series of preferred stock does not have dative dividends, the Company has declared and fodlidividends for the
current dividend period or declared and reservedsudor payment before or at the same time asehkiction and payment on
the junior series

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

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

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

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

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

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

» the redemption dat

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

» the redemption price

» the place to surrender certificates for paymerhefredemption price

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

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

Liquidation Preference

If the Company liquidates, dissolves or winds wyiffairs, then holders of each series of prefestedk will receive out of the
Company’s legally available assets a liquidatirgjrdbution in the amount of the liquidation prefece per share for that series as specified in
the prospectus supplement, plus an amount eqadll dividends accrued and unpaid, but not includingpunts from prior periods for non-
cumulative dividends, before the Company makesdistyibutions to holders of its common stock or atlyer capital stock ranking junior to
the preferred stock. Once holders of outstandiefepred stock receive their respective liquidatiigjributions, they will have no right or
claim to any of the Company’s remaining assetshénevent that the Company’s assets are not iititd pay the full liquidating
distributions to the holders of all outstandingfpreed stock and all other classes or series afipstal stock ranking on a parity with its
preferred stock, then the Company will distribugeaissets to those holders in proportion to thdifulidating distributions to which they
would otherwise have received.

After the Company has paid liquidating distribugdn full to all holders of its preferred stockwilll distribute its remaining assets
among holders of any other capital stock rankimgguto the preferred stock according to their eztive rights and preferences and number
of shares. For this purpose, a consolidation ogeresf the Company with any other corporation ditgnor a sale of all or substantially all
the Company’s property or business, does not datesth liquidation, dissolution or winding up ottEompany’s affairs.

Voting Rights

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

Whenever the Company has not paid dividends orshases of preferred stock for six or more conseewguarterly periods, the holds
of such shares may vote, separately as a classalhitther series of preferred
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stock on which the Company has not paid dividefaishe election of two additional directors of tBempany. In this event, the Company's
board of directors will be increased by two direstd’he holders of record of at least 10% of ameseof preferred stock on which the
Company has not paid dividends may call a speaigdting to elect these additional directors unleesGompany receives the request less
than 90 days before the date of the next annusppecial meeting of stockholders. Whether or notiblders call a special meeting, the
holders of a series of preferred stock on whichGbenpany has not paid dividends may vote for thditimshal directors at the next annual
meeting of stockholders and at each subsequenabnmaeting until:

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

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

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

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

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

» issue any obligation or security convertible inteewidencing the right to purchase any share rankemior to the series of
preferred stock as to dividends or liquidation ritisttions; or

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

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

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

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

Conversion Rights
If any series of preferred stock is convertibl@inbmmon stock, the prospectus supplement willri@sthe following terms:
» the number of shares of common stock into whichstisres 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 will be at the option of thedeot of the preferred stock or the Compe
e any events requiring an adjustment of the convergitce; anc
» provisions affecting conversion in the event of théemption of the series of preferred stc

Stockholder Liability

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

Restrictions On Ownership; Change of Control Provifons

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

For a discussion of provisions in the Company’stenahat may have the effect of delaying, defeyidn preventing a change of control
of the Company, see under “Description of Commati8tthe subsections titled “Business Combinatidts|assification of Board of
Directors, Vacancies and Removal of Directors,” é@giing Partnership Agreement,” and “Stockholdgh® 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, eachiofwilould represent a fractional interest of a shadra particular series of
preferred stock. The Company will deposit shargsreferred stock represented by depositary shar@ésria separate deposit agreement
among the Company, a preferred stock depositarytentiolders of the depositary shares. Subjedtdadrms of the deposit agreement, each
owner of a depositary share will possess, in pridgoto the fractional interest of a share of prefd stock represented by the depositary
share, all the rights and preferences of the medestock represented by the depositary shares.

Depositary receipts will evidence the depositagrel issued pursuant to the deposit agreement.drataly after the Company issues
and delivers preferred stock to a preferred st@poditary, the preferred stock depositary will &sthe depositary receipts.

Dividends and Other Distributions

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

If a distribution on the preferred stock is oth®an 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 ailigion is not feasible and the Company
approves, the depositary may sell the propertydistdbute the net proceeds from the sale to théens of the depositary shares.

Withdrawal of Stock

Unless the Company has previously called the uyiderpreferred stock for redemption or the holdethe depositary shares has
converted such shares, a holder of depositary simaag surrender them at the corporate trust offidbe depositary in exchange for whole or
fractional shares of the underlying preferred stimglether with any money or other property represgby the depositary shares. Once a
holder has exchanged the depositary shares, tdertholay not redeposit the preferred shares anéveedepositary shares again. If a
depositary receipt presented for exchange inteepred stock represents more shares of preferrell 8tan the number to be withdrawn, the
depositary will deliver a new depositary receipttfte excess number of depositary shares.

Redemption of Depositary Shares

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

On the redemption date:

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

« all rights of the holders of the depositary shaxafed for redemption will cease, except the righteceive any money payable
upon the redemption and any money or other properiyhich the holders of the depositary sharesatitied upon redemptiol
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Voting of the Preferred Stock

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

Liquidation Preference

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

Conversion of Preferred Stock

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

Amendment and Termination of a Deposit Agreement

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

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

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

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

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

* amajority of each series of preferred stock aéfédiy the termination consents to the termina
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Upon a termination of a deposit agreement, holdétlse depositary shares may surrender their deggsihares and receive in
exchange the number of whole or fractional shafgseferred stock and any other property represkbyethe depositary shares. If the
Company terminates a deposit agreement to pregers&tus as a REIT, then the Company will uskbétt efforts to list the preferred stock
issued upon surrender of the related depositamestan a national securities exchange.

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

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

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

Charges of a Preferred Stock Depositary

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

Resignation and Removal of Depositary

A depositary may resign at any time by deliveringite Company notice of its election to resign. Toenpany may also remove a
depositary at any time. Any resignation or remavilltake effect upon the appointment of a succesepositary. The Company will appoint
a successor depositary within 60 days after dselieéthe notice of resignation or removal. The ®850r must be a bank or trust company
with its principal office in the United States amave a combined capital and surplus of at leastn$iion.

Miscellaneous

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

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

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

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

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

General

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

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

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

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

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

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

Ownership Limitations and Restrictions on Transfers

To maintain its REIT qualification, not more thadb in value of the Company’s outstanding stock tm@pwned directly or indirectly
by five or fewer individuals (including certain @fs treated as individuals for these purposesindithe last half of a taxable year and at |
100 persons must beneficially own its outstandiogksfor at least 335 days per 12-month taxable.yBahelp ensure that the Company
meets these tests, the Company’s charter providesib person or entity may directly or construgliivvown more than 9.8% in value of the
Company'’s issued and outstanding capital stockowit obtaining a written waiver from the board o&dtors. For purposes of this provision,
corporations, partnerships, “groups” within the mag of Section 13(d)(3) of the Securities ExchaAgeof 1934 and other entities are
treated as single persons. The board of direcesgiiscretion to waive this ownership limit if theard receives evidence that ownership in
excess of the limit will not jeopardize the ComparRREIT status.

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

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

Holders of more than 1% of the Company’s commonksty preferred stock must file a written respotesthe Company’s request for
stock ownership information, which will be mailed later than January 30f each year. This notice should contain the h&ddeame and
address, the number of shares of common stockeéemped stock such holder owns and a descriptidroaf such holder holds the shares. In
addition, such holders will be required to disclosariting any other information that the Compargeds in order to determine the effect of
such holder’s ownership on the Company’s statusREIT.
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These ownership limitations could have the effégrecluding a third party from obtaining contrales the Company unless the
Company’s board of directors and its stockholdetemmine that maintaining REIT status is no lordgsirable.

Limitations of Liability and Indemnification of Dir ectors and Officers

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

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

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

» the director or officer actually received an impeopersonal benefit in money, property or servioe
» in the case of any criminal proceeding, the dineotaofficer had reasonable cause to believe tieatatt or omission was unlawf

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

The above indemnification provisions could opetatsdemnify directors, officers or other persorfsovexert control over the Compe
against liabilities arising under the Securitieg 8&c1933. Insofar as the above provisions mayatlmat type of indemnification, we have
been informed that, in the SEC’s opinion, such imd#ication is against public policy as expressethie Securities Act and is therefore
unenforceable.

Business Combinations

Pursuant to the Company’s charter and Maryland theeCompany cannot merge into or consolidate aiither corporation or enter
into a statutory share exchange transaction intwtie Company is not the surviving entity or séllbasubstantially all of its assets unless
board of directors adopts a resolution declarirgpitoposed transaction advisable and a majoritgeostockholders voting together as a si
class approve the transaction. Maryland law prédhitiockholders from taking action by written cartagnless all stockholders consent in
writing. The practical effect of this limitation tkat any action required or permitted to be talgthe Company’s stockholders may only be
taken if it is properly brought before an annua$pecial meeting of stockholders. The Company’awglfurther provide that in order for a
stockholder to properly bring any matter beforeeeting, the stockholder must comply with requireteeagarding advance notice. The
foregoing provisions could have the effect of dalgyuntil the next annual meeting stockholder axdithat the holders of a majority of the
Company’s outstanding voting securities favor. Engvisions may also discourage another persan fnaking a tender offer for the
Company’s common stock, because such person dy,exen if it acquired a majority of the Compangigstanding voting securities, would
likely be able to take action as a stockholderhsagelecting new directors or approving a memyay; 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 othiags, the law prohibits for five years a merged ather similar transactions between a
company and an interested stockholder and reqaisepermajority vote for such transactions afterethd of the five-year period. The
Company’s charter contains a provision exemptigmgGbmpany from the Maryland business combinatiatutt. However, we cannot assure
you that this charter provision will not be amendedepealed at any point in the futu

Control Share Acquisitions

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

Classification of Board of Directors, Vacancies andRemoval of Directors

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

The Company’s charter and bylaws provide that aritgjof the directors or the stockholders maydifly vacancy on the board of
directors. However, under Maryland law, only theutzbof directors can fill vacancies even thoughdharter and bylaws provide otherwise.
In addition, the Company'’s bylaws provide that othg board of directors may increase or decreasaummber of persons serving on the
board of directors. These provisions preclude $toltlers from removing incumbent directors, exceptchuse and upon a substantial
affirmative vote, and filling the vacancies creabgdsuch removal with their own nominees until tlext annual meeting of stockholders.

Amendment of Charter and Bylaws

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

Operating Partnership Agreement

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

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

If the Company offers one or more additional seofegreferred stock or the Operating Partnershiprefone or more additional series
debt securities, the prospectus supplement willide information about any additional material fedléincome tax consequences to holde:
those shares of preferred stock or debt securities.

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

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

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

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

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

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

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

We base the information in this section on theentrinternal Revenue Code, current, final, tempoaad proposed Treasury
regulations, the legislative history of the IntdrRavenue Code, current administrative interpretegiand practices of the IRS, including its
practices and policies as endorsed in privaterlattengs, which are not binding on the IRS, angtng court decisions. Future legislation,
regulations, administrative interpretations andrtdecisions could change current law or advera#figct existing interpretations of current
law. Any change could apply retroactively. The Camphas not obtained any rulings from the IRS cming the tax treatment of the mat
discussed below. Thus, it is possible that thedB8d challenge the statements in this discussiich do not bind the IRS or the courts, i
that a court could agree with the IRS.

Taxation of the Company as a REIT

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

Federal Income Taxation of the Company

If the Company has qualified and continues to dué#ir taxation as a REIT, it generally will not kabject to federal corporate income
tax on that portion of its ordinary income or capdain that is currently distributed to stockhoklérhe REIT provisions of the Internal
Revenue Code generally allow a REIT to deductibistions paid to its stockholders, substantialljn@lating the federal “double taxation”
on earnings (once at
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the corporate level when earned and once agalreatockholder level when distributed) that usuedisults from investments in a
corporation. Nevertheless, the Company will be eciiijo federal income tax as follows:

First, the Company will be taxed at regular corporates on its undistributed “REIT taxable incahie¢luding undistributed net capi
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” tiilaé Company holds primarily for
sale to customers in the ordinary course of businesther non-qualifying income from foreclosuregerty, it will be subject to tax at the
highest corporate rate on such income.

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

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

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

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

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

The Company owns direct or indirect interests imumber of taxable REIT subsidiaries. A “taxable REubsidiary” of the Company is
a corporation in which the Company directly or nedily owns stock and that elects, together with@ompany, to be treated as a taxable
REIT subsidiary of the Company. In addition, ilaxable REIT subsidiary of the Company owns, diyeatlindirectly, securities representing
35% or more of the vote or value of a subsidiampocation, that subsidiary will also be treatechdaxable REIT subsidiary of the Company.
A taxable REIT subsidiary is subject to federabime tax, and state and local income tax where gk, as a regular “C” corporation.

Generally, a taxable REIT subsidiary may perforrmsampermissible tenant services without causiegGbmpany to receive
impermissible tenant services income under the REddme tests. However, several provisions reggrttie arrangements between a REIT
and its taxable REIT subsidiaries ensure that abiax
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REIT subsidiary will be subject to an appropriaed! of federal income taxation. For example, titerhal Revenue Code limits the ability of
a taxable REIT subsidiary to deduct interest paysgnexcess of a certain amount made to the Compamddition, the Company must pay
a 100% tax on some payments that it receives cedain expenses deducted by the taxable REIT diabgiif the economic arrangements
between the Company, the Company’s tenants angtable REIT subsidiary are not comparable to sinalrangements among unrelated
parties. The Company’s taxable REIT subsidiariekematerest and other payments to the Companyattdrt parties in connection with
activities related to the Company’s properties. d&&Bnot assure you that the Company’s taxable R&b§idiaries will not be limited in their
ability to deduct interest payments made to the @amg. In addition, we cannot assure you that tt& ikght not seek to impose the 100%
tax on services performed by taxable REIT subsisdior tenants of the Company, or on a portiothefpayments received by the Company
from, or expenses deducted by, the Company’s teX@BIT subsidiaries.

Requirements for Qualification
To qualify as a REIT, the Company must elect torbated as a REIT and must meet the requiremestsjssed below, relating to the
Company’s organization, sources of income, andreaifiassets.
The Internal Revenue Code defines a REIT as a catipa, trust or association:
» thatis managed by one or more trustees or dirg(
» the beneficial ownership of which is evidenced tansferable shares or by transferable certificatégneficial interest
» that would be taxable as a domestic corporatiorfdndpplication of the REIT rule:
» that is neither a financial institution nor an irmuce company subject to certain provisions ofiternal Revenue Cod
» that has at least 100 persons as beneficial ow

» during the last half of each taxable year, not nitba& 50% in value of the outstanding stock of Wwhi&cowned, directly or
indirectly, through the application of certain #ittition rules, by five or fewer individuals (as ohefd in the Internal Revenue Code
to include certain entities

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

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

If a REIT owns a corporate subsidiary that is adlfied REIT subsidiary,” the separate existencéhat subsidiary will be disregarded
for federal income tax purposes. Generally, a fjedlREIT subsidiary is a
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corporation, other than a taxable REIT subsidiallyof 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 @dems of income, deduction and credit of
the REIT itself. A qualified REIT subsidiary of tl@mpany will not be subject to federal corporatmime taxation, although it may be
subject to state and local taxation in some states.

A REIT that is a partner in a partnership is deetoeglvn its proportionate share of the assetseptrtnership and to earn its
proportionate share of the partnership’s incomégih cases being based on its relative capitatest in the partnership. The character of the
assets and gross income of the partnership rétaisgme character in the hands of the REIT forqeap of the gross income and asset tests.
Thus, the Company’s proportionate share of thetgdgbilities and items of income of the Opergtartnership (including the Operating
Partnerships share of the assets, liabilities and items afrime with respect to any partnership in which itdschn interest) is treated as as¢
liabilities and items of income of the Company porposes of applying the requirements describeelimer

Income Tests. In order to maintain qualification as a REIT, thenipany must satisfy two gross income requiremétitst, the
Company must derive, directly or indirectly, atde@5% of its gross income (excluding gross incérom prohibited transactions) for each
taxable year from investments relating to real propor mortgages on real property, including “ssinbm real property,jains on dispositio
of real estate, dividends paid by another REIT iatefest on obligations secured by real propertgrointerests in real property, or from
certain types of temporary investments. SecondCtirapany must derive at least 95% of its grossnme@excluding gross income from
prohibited transactions) for each taxable year femwy combination of income qualifying under the 7&%t and dividends, interest, and gain
from the sale or disposition of stock or securities

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

The Company does not currently charge and doeantimtipate charging rent that is based in wholm qrart 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 servith respect to the properties. The Company bedi¢hat the services with resg
to the properties that are and will be provide@diy are usually or customarily rendered in cotioeowith the rental of space for occupancy
only and are not otherwise considered rendereditiicplar tenants and, therefore, that the promisibsuch services will not cause rents
received with respect to the properties to faijoalify as rents from real property. Services wébpect to the properties that the Company
believes may not be provided by the Company oCtperating Partnership directly without jeopardizihg qualification of rent as “rents
from real property” are and will be performed bygépendent contractors or taxable REIT subsidiaries.

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

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

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

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

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

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

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

. the value of any one issuer’s securities ownechbydompany may not exceed 5% of the value of thag2my'’s total
assets

. the Company may not own more than 10% of any awee’'s outstanding voting securitie
. the Company may not own more than 10% of the vafube outstanding securities of any one issuet;
. No more than 20% of the Comp¢'s total assets may be represented by securitieseobr more taxable REIT subsidiari
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Securities for purposes of the asset tests maydeadliebt securities. However, debt of an issudmaetl count as a security for purposes
of the 10% value test if the debt securities ateaight debt” securities. A “straight debt” secyritvhich is defined as a written unconditional
promise to pay on demand or on a specified dateracgrtain in money if (i) the debt is not conveldi directly or indirectly, into stock, and
(i) the interest rate and interest payment datesat contingent on profits, the borrower’s disicme, or similar factors. “Straight debt”
securities do not include any securities issued pgrtnership or a corporation in which we or aogtmlled taxable REIT subsidiary (i.e., a
taxable REIT subsidiary in which we own directlyindirectly more than 50% of the voting power oluweaof the stock) hold non-"straight
debt” securities that have an aggregate value oéni@n 1% of the issuer’s outstanding securitigsvever, “straight debt” securities include
debt subject to the following contingencies:

e acontingency relating to the time of payment ¢¢iiast or principal, as long as either (i) theredshange to the effective yield of
the debt obligation other than a change to the alnyiald that does not exceed the greater of 0.86%%6 of the annual yield, or
(i) neither the aggregate issue price nor the egafe face amount of the issuer’s debt obligatieid by us exceeds $1 million
and no more than 12 months of unaccrued intereii@debt obligations can be required to be prepaid

* acontingency relating to the time or amount ofrpagt upon a default or prepayment of a debt oliigaas long as the
contingency is consistent with customary commermiacttice.

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 proper{”
» Certain securities issued by governmental enti
* Any security issued by a REI

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

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

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

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 beligkasits pro rata share of the value of the sdestitncluding debt, of any such issuer
owned (or treated as owned) does not exceed 5%edbtal value of the Company’s assets and tleanitplies with the 10% voting securities
limitation and 10% value limitation with respectdach such issuer. In this regard, however, weatgmovide any assurance that the IRS
might not disagree with the Company’s determination
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After initially meeting the asset tests at the elo any quarter, the Company will not generallseldts status as a REIT for failure to
satisfy the asset tests at the end of a later guswtely by reason of changes in asset valudéise lfailure to satisfy the asset tests results from
an acquisition of securities or other property dgra quarter, the Company can cure the failureidpoding of a sufficient amount of non-
qualifying assets within 30 days after the closéhat quarter. The Company intends to maintain aategrecords of the value of its assets to
ensure compliance with the asset tests and tostadte other actions within 30 days after the cldseng quarter as necessary to cure any
noncompliance.

Annual Distribution Requirements

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

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

» the Company declares the dividends in October, Nz or December, the dividends were payable ttkbtiders of record on a
specified date in such a month, and the Compamabytpaid the dividends during January of the sabent year; ¢

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

Even if the Company satisfies the foregoing disttitn requirements, the Company will be subjedatothereon to the extent that it
does not distribute all of its net capital gaif'REIT taxable income” as adjusted. Furthermoréhé& Company fails to distribute at least the
sum of 85% of its ordinary income for that yeary®5f its capital gain net income for that year, angt undistributed taxable income from
prior periods, the Company would be subject to aek¥ise tax on the excess of the required disiohuiver the amounts actually distribut

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

The Company may elect to retain rather than disteiall or a portion of its net capital gains a@g the tax on the gains. In that case,
the Company may elect to have its stockholdersidectheir proportionate share of the undistributetcapital gains in income as long-term
capital gains and receive a credit for their sludrthe tax paid by the Company. For purposes ofifieexcise tax described, any such reta
amounts would be treated as having been distributed

The Company intends to make timely distributioricient to satisfy the annual distribution requirents. In this regard, the partners
agreement of the Operating Partnership authorime€bmpany, as general partner, to take such atepmsy be necessary to cause the
Operating Partnership to distribute to its partregramount sufficient to permit the Company to ntieese distribution requirements.

We expect that the Company’s REIT taxable incorkegenerally be less than its cash flow due toatewance of depreciation and
other non-cash charges in computing REIT taxatderire. 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 timenef may not have sufficient cash or other ligusdets to meet the 90% distribution
requirement or to distribute such greater amoumhag be necessary to avoid income and excise taxdti this event, the Company may f
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 ansaaijent to its REIT taxable income (as defined ioti®a 860(d)(2) of the Internal
Revenue Code) resulting from an adverse determimély either a final court decision, a closing agnent between the Company and the
under Section 7121 of the Internal Revenue Codagagement as to tax liability between the Comparg/an IRS district director, or a
statement by us attached to an amendment or supptémour federal income tax return, the Compaay be able to rectify any resulting
failure to meet the 90% annual distribution requieait by paying “deficiency dividends” to stockhalsi¢hat relate to the adjusted year but
that are paid in a subsequent year. To qualify defigiency dividend, the Company must make theitistion within 90 days of the adverse
determination and the Company also must satisfgrgitbocedural requirements. If the Company sasigfie statutory requirements of
Section 860 of the Internal Revenue Code, a demtudiallowed for any deficiency dividend subsedlygpaid by the Company to offset an
increase in the Company’s REIT taxable income tegufrom the adverse determination. The Companydver, must pay statutory interest
on the amount of any deduction taken for deficiedi®ydends to compensate for the deferral of thditebility.

Failure to Qualify

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

Taxation of U.S. Stockholders
As used in this prospectus, the term “U.S. Stodkdadimeans a holder of the Company’s stock thatfederal 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 faidacome tax purposes) created
or organized in or under the laws of the Unitedet@ar of any political subdivision there

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

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

Distributions Generally . Distributions to U.S. Stockholders, other thanitzdgain dividends discussed below, will consgtdividend:
up to the amount of the Company’s positive curesrdt accumulated earnings and profits and, to titahg will be taxable to the U.S.
Stockholders. These distributions are not eligibtehe dividends received deduction for corponadioOn May 28, 2003, President Bush
signed into law the Jobs Growth Tax Relief Recaatidn Act of 2003. Under this new law, as subsegyemodified, certain “qualified
dividend income” received by U.S. non-corporateshalders in taxable years 2003 through 2010 igestilp tax at the same tax rates as
long-term capital gain (generally, under the new, la maximum rate of 15% for such taxable years)idends received from REITS,
however, generally are not eligible for these reduates and, therefore, will continue to be sulifetax at ordinary income rates (generally,
a maximum rate of 35% for taxable years 2003-20duiject to two narrow exceptions. Under the fissteption, dividends received from a
REIT may be treated as “qualified dividend incoreégible for the reduced tax rates to the exteat the REIT itself has received qualified
dividend income from other corporations (such aaliée REIT subsidiaries). Under the second exceptlividends paid by a REIT in a
taxable year may be treated as qualified dividewdme in an amount equal to the sum of (i) the &xoé the REIT's “REIT taxable income”
for the preceding taxable year over the corporatetifederal income tax payable by the REIT fothspieceding taxable year and (i) the
excess of the REIT’s income that was subject tdBthi#-in Gains Tax in the preceding taxable yeaerathe tax payable by the REIT on such
income for such preceding taxable year. We do ntitipate that a material portion of our distrilmuts will be treated as qualified dividend
income.

To the extent that the Company makes a distributi@xcess of its positive current and accumulatathings and profits, the
distribution will be treated first as a tax-fre¢umm of capital, reducing the tax basis in the l&#ckholder's common stock, and then the
distribution excess of such basis will be taxabléhe U.S. Stockholder as gain realized from the sfits stock. Dividends declared by the
Company in October, November or December of any gagable to a U.S. Stockholder of record on aifipdadate in any such month will
be treated as both paid by the Company and recéiyéae stockholders on December 31 of that yeaniged that the Company actually
pays the dividends during January of the followda¢endar year.

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

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

Any capital gain with respect to capital assetslliet more than one year that is recognized orretise properly taken into account
before January 1, 2011, generally will be taxed tmneorporate taxpayer at a maximum rate of 15%. Irctse of capital gain attributable
the sale of real property held for more than orar,yguch gain will be taxed at a maximum rate ¢626 the extent of the amount of
depreciation deductions previously claimed withpezs to such property. With respect to distribusidesignated 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 shardbrd, whether the dividend is taxable to non-cafgoshareholders at regular long-term
capital gains rates (currently at a minimum rat&%fo) or at the 25% rate applicable to unrecaptdegdeciation.

Passive Activity Loss and | nvestment | nterest Limitations . Distributions from the Company and gain from tlgpdsition of stock will
not be treated as passive activity income andefber, U.S. Stockholders will not be able to apgply “passive losses” against such income.
Dividends from the Company (to the extent they dbaonstitute a return of capital) generally wi#l treated as investment income for
purposes of the investment interest limitation. digiital gain from the disposition of stock or ¢apgain dividends generally will be
excluded from investment income unless the U.Kbtmlder elects to have the gain taxed at ordinamgme rates. Stockholders are not
allowed to include on their own federal income tteturns any tax losses of the Company.

Dispositions of Shares. In general, U.S. Stockholders will realize capitain or loss on the disposition of stock equahtdifference
between the amount of cash and the fair markeevafany property received on the disposition dnad stockholders’ adjusted basis in the
common stock. This gain or loss will be a capithgor loss if the U.S. Stockholder has held therest as a capital asset. The applicable tax
rate will depend on the stockholder’s holding péiilo the asset (generally, if the stockholder teld the asset for more than one year, it will
produce long-term capital gain) and the stockhdddiax bracket (the maximum rate for non-corpotatgayers currently being 15%). The
IRS has the authority to prescribe, but has nopyescribed, regulations that would apply a capjgh tax rate of 25% (which is generally
higher than the long-term capital gain tax ratesfin-corporate stockholders) to a portion of Gdgain realized by a non-corporate
stockholder on the sale of stock that would comespto the Company’s “unrecaptured Section 1250.38&tockholders should consult with
their own tax advisors with respect to their cdpitan tax liability. In general, any loss recogdzby a U.S. Stockholder upon the sale or
other disposition of stock that the stockholder elsl for six months or less, after applying thédhg period rules, will be treated as a long-
term capital loss, to the extent of distributioaseived by the U.S. Stockholder from the Compaaywere required to be treated as long-
term capital gains.

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

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

Qualified trusts that hold more than 10% (by valofthe shares of pension-held REITs may be requodreat a certain percentage of
such a REIT’s distributions as UBTI. A REIT is aefpsion-held REIT” only if the REIT would not qualiés such for federal income tax
purposes but for the application of a “look-throtighception to the five or fewer requirement apatite to shares held by qualified trusts and
the REIT is “predominantly held” by qualified trgstA REIT is predominantly held if either at lease qualified trust holds more than 25%
by value of the REIT interests or qualified trugigch owning more than 10% by value of the REI&regts, holds in the aggregate more than
50% of the REIT interests. The percentage of anyfRividend treated as UBTI is equal to the ratida) the UBTI earned by the REIT
(treating the REIT as if it were a qualified trastd therefore subject to tax on UBTI) to (b) thimaltgross income (less certain associated
expenses) of the REIT. In the event that this riatiess than 5% for any year, then the qualifredttwill not be treated as having received
UBTI as a result of the REIT dividend. For thesepmses, a qualified trust is any trust
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described in Section 401(a) of the Internal ReveDoée and exempt from tax under Section 501 (a)efriternal Revenue Code. The
restrictions on ownership of common stock in thenpany’s charter generally will prevent applicatafrthe 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 Considerations for Non-U.S. Stockholdsr

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

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

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

Although the law is not clear on this matter, ipagrs that amounts designated by the Company astiimated capital gains in respect
of stock generally should be treated with respectan-U.S. Stockholders in the same manner aslatiitdabutions by the Company of
capital gain dividends. Under that approach, theddS. Stockholder would be able to offset as ditagainst their resulting federal income
tax liability an amount equal to their proportiomahare of the tax paid by the Company on the tritglised capital gains, and to receive from
the IRS a refund to the extent its proportionatraiof this tax paid by the Company were to exdéesealctual federal income tax liability.

Although tax treaties may reduce the Company’shvattiing obligations, the Company generally willeguired to withhold from
distributions to norld.S. Stockholders, and remit to the IRS, 35% ofgieted capital gain dividends (or, if greater, 36Rthe amount of an
distributions that could be designated as capdali dividends) and 30% of ordinary dividends paitl @ earnings and profits. In addition, if
the Company designates prior distributions as abg#in dividends, subsequent distributions, uthéoamount 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 distributionseicess of the Company’s current and
accumulated earnings and profits. If the amoun&xfvithheld by the Company with respect to a distion to a non-U.S. Stockholder
exceeds the stockholder’s United States tax lighilith respect to such distribution, the non-Us&ckholder may file for a refund of such
excess from the IRS.

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

» alower treaty rate applies and the non-U.S. Stolcldr files with the Company an IRS Form W-8BENdevricing eligibility for
that reduced treaty rat

» the non-U.S. Stockholder files with the CompanyR8 Form W-8ECI claiming that the distribution rcome effectively
connected with the n-U.S. 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 ands property interest, in which
case tax will be withheld at a 35% re

Unless the stock constitutes a “U.S. real prop@tgrest” within the meaning of FIRPTA, a sale tafck by a non-U.S. Stockholder
generally will not be subject to federal incomestidon. The stock will not constitute a U.S. realpperty interest if the Company is a
“domestically-controlled REIT.” A domestically-cantled REIT is a REIT in which at all times duriagspecified testing period less than
50% in value of its shares is held directly or iedily by non-U.S. Stockholders. We currently aptite that the Company will be a
domestically-controlled REIT and, therefore, tha sale of stock will not be subject to taxatiodemFIRPTA. However, because the
Company’s common stock will be publicly traded, eamnot assure you that the Company will be a daoadigtcontrolled REIT. If the
Company were not a domestically-controlled REITipa-U.S. Stockholdes’sale of stock would be subject to tax under FIRBS a sale of
U.S. real property interest unless the stock wezgularly traded” on an established securities etajduch as the New York Stock Exchange)
on which the common stock will be listed and thiireg stockholder owned no more than 5% of the camrstock throughout the applicable
testing period. If the gain on the sale of stockengubject to taxation under FIRPTA, the non-UiSckholder would be subject to the same
treatment as a U.S. Stockholder with respect tq#ie (subject to applicable alternative minimumaad a special alternative minimum tax
in the case of nonresident alien individuals). Heareeven if the Company’s common stock is not @. eal property interest, a nonresident
alien’s gains from the sale of stock will be taxablénd honresident alien individual is present in thtét States for 183 days or more du
the taxable year and certain other conditions applwhich case the nonresident alien individudl be subject to a 30% tax on his or her
U.S. source capital gains.

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

On May 17, 2006, the Tax Increase Prevention armbiReliation Act of 2005 (“TIPRA") was enacted. TR requires any distribution
that is made by a REIT that would otherwise beeettip FIRPTA because the distribution is attriblggo the disposition of a United States
real property interest to retain its character [&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 atgddiStates real property interest by that reguletegistment company or other REIT. This
provision of TIPRA applies to distributions withspeect to taxable years beginning after Decembe2@®15. A “wash sale” rule is also
included in TIPRA for transactions involving certalispositions
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of REIT stock to avoid FIRPTA tax on dispositiorfdunited States real property interests. These wagirules are applicable to transactions
occurring on or after the thirtieth day followingetdate of enactment of TIPRA.

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

Information Reporting Requirements and Backup Withholding Tax

U.S. Stockholders. In general, information reporting requirementd agply to payments of distributions on the Compasyock and
payments of the proceeds of the sale of the Conmpatgck, 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 exemfiten backup withholding
» the IRS notifies the payer that the taxpayer idigation number furnished by the payee is incotr

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

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

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

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

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

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

Tax Aspects of the Operating Partnership

General . The Operating Partnership holds substantiallpfalhe Company’s investments. In general, partripsséire “pass-through”
entities that are not subject to federal income Rather, partners are allocated

40



Table of Contents

their proportionate shares of the items of incogadn, loss, deduction and credit of a partnersimil, are potentially subject to tax thereon,
without regard to whether the partners receivestrilution from the partnership. The Company ineli¢ its income its proportionate share
of these Operating Partnership items for purpo$éseovarious REIT income tests and in the comjpurtatf its REIT taxable income.
Moreover, for purposes of the REIT asset testsCitimapany includes its proportionate share of agsdtsby the Operating Partnership.

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

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

Treasury Regulations under Section 704(c) of therhal Revenue Code provide partnerships with &cehaf several methods of
accounting for book-tax differences, including thraditional method” that may leave some of the lbtax differences unaccounted for, or
election of certain methods which would permit @istortions caused by a book-tax difference tortealy rectified on an annual basis or
with respect to a specific taxable transaction agh sale. The Operating Partnership and the Gonive determined to use theatitiona
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 badn selected. The Operating Partnership and the&@uay have not determined which of
the alternative methods of accounting for booketferences will be elected with respect to projesrtontributed to the Operating
Partnership in the future.

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

Basisin Operating Partnership Interest . The Company’s adjusted tax basis in its intereghé Operating Partnership generally:
» will equal the amount of cash and the basis of@hgr property contributed to the Operating Pasiniprby the Compan
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» will increase by its allocable share of the OpagfPartnership’s income and its allocable shadebt of the Operating
Partnership; an

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

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

Sale of the Properties. The Company’s share of gain realized by the Opey&artnership on the sale of any property helthiey
Operating Partnership as inventory or other propeetd primarily for sale to customers in the oedincourse of the Operating Partnership’s
trade or business will be treated as income frqoroaibited transaction that is subject to a 100%aftg tax. Prohibited transaction income
also may have an adverse effect upon the Compajlity to satisfy the income tests for qualifioa as a REIT. Under existing law, whet
the Operating Partnership holds its property aenitwry or primarily for sale to customers in thdinary course of its trade or business is a
question of fact that depends on all the factscrmilimstances with respect to the particular tretisia. The Operating Partnership intends to
hold the properties for investment with a viewdod-term appreciation, to engage in the businessairing, developing, owning and
operating the properties and to make such occdsales of the properties, including peripheratliaes 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 the
transact business, own property or reside. Théréatment of the Company and the stockholdersdh gurisdictions may differ from the
federal income tax treatment described above. Quesely, prospective stockholders should conseiir thwn tax advisors regarding the
effect of state and local tax laws on an investnirethie Company’s stock.
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PLAN OF DISTRIBUTION

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

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

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

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

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

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

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

If indicated in the prospectus supplement, we magi@ize underwriters or other persons acting asagents to solicit offers by
institutions to purchase securities from us purst@oontracts providing for payment and delivenyaofuture date. Institutions with which we
may make these delayed delivery contracts inclagencercial and savings banks, insurance compargesjgn funds, investment compan
educational and charitable institutions and othEhe obligations of any purchaser under any sutdydd delivery contract will be subject to
the condition that the purchase of the securitied! 10t at the time of delivery be prohibited unttee laws of the jurisdiction to which the
purchaser is subject. The underwriters and othentagwill not have any responsibility with regaodhe validity or performance of these
delayed delivery contracts.
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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 relatmtghe Company. Two partners of DLA
Piper US LLP beneficially own an aggregate of kbss 0.01% of the Company’s common stock.

EXPERTS

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

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

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, pretatements and other information with the SEQU Wy read and copy any
document that we file at the SEC’s public refereromam at 100 F Street, N.E., Washington, D.C. 20548ase call the SEC at (800) SEC-
0330 for further information about the public reflece room. Such reports are also available toub&githrough the SEC's Internet site at
www.sec.gov. In addition, since some of our semgiare listed on the New York Stock Exchange, ganuread our SEC filings at the offices
of the New York Stock Exchange, 20 Broad Streety Nerk, New York 10005.

This prospectus is part of a registration statertteattwe have filed with the SEC. The SEC allowsau$ncorporate by reference” the
information that we file with them, which meanstthe can disclose important information to you bferring you to those documents. The
information incorporated by reference is considdoebe part of this prospectus, and later infororathat we file with the SEC will
automatically update and supersede this informatéa incorporate by reference the documents lisedow and any future documents filed
with the SEC under Sections 13(a), 13(c), 14 odL6{ the Exchange Act until this offering is termated.

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

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

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

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,@e not otherwise a part of, this prospectus.

45



Table of Contents

5,800,000 Shares

PPPPPPPPPP

Common Stock

PROSPECTUS SUPPLEMENT

Merrill Lynch & Co.
Wachovia Securities

Morgan Stanley

May , 2009




