HIGHWOODS PROPERTIES INC

FORM 424B3

(Prospectus filed pursuant to Rule 424(b)(3))

Filed 9/23/1997

Address 3100 SMOKETREE CT STE 600
RALEIGH, North Carolina 27604
Telephone 919-872-4924
CIK 0000921082
Industry Real Estate Operations
Sector Services
Fiscal Year 12/31
e oo ecgaroning com EDGAR Customer Senice. 303.852-6665

Corporate Sales: 212-457-8200



424b3
File No. 333-31183
PROSPECTUS SUPPLEMENT
(TO PROSPECTUS DATED SEPTEMBER 18, 1997)

6,000,000 SHARES

HIGHWOODS PROPERTIES, INC.

(logo)

8% SERIES B CUMULATIVE REDEEMABLE PREFERRED SHARES
(PAR VALUE $.01 PER SHARE)

(LIQUIDATION PREFERENCE $25 PER SHARE)

DIVIDENDS ON THE 8% SERIES B CUMULATIVE REDEEMABLE PREFERRED SHARES, $.01 PAR VALUE PER SHARE
(THE "SERIES B PREFERRED SHARES"), OF HIGHWOODS PROPERTIES, INC. (THE "COMPANY") ARE CUMULATIVE
FROM THE DATE OF ORIGINAL ISSUANCE AND ARE PAYABLE QUARTERLY ON MARCH 15, JUNE 15, SEPTEMBER 15
AND DECEMBER 15 OF EACH YEAR, COMMENCING DECEMBER 1 5, 1997, AT THE RATE OF 8% OF THE $25
LIQUIDATION PREFERENCE PER ANNUM (EQUIVALENT TO $2. 00 PER ANNUM PER

SHARE). SEE "DESCRIPTION OF SERIES B PREFERRED SHARES -- DIVIDENDS."

THE SERIES B PREFERRED SHARES ARE NOT REDEEMABLE PRIOR TO SEPTEMBER 25, 2002. ON OR AFTER
SEPTEMBER 25, 2002, THE SERIES B PREFERRED SHARES MY BE REDEEMED FOR CASH AT THE OPTION OF THE
COMPANY, IN WHOLE OR IN PART, AT A REDEMPTION PRICE OF $25 PER SHARE, PLUS ACCRUED AND UNPAID
DIVIDENDS, IF ANY, THEREON TO THE DATE FIXED FOR RE DEMPTION. THE REDEMPTION PRICE (OTHER THAN

THE PORTION THEREOF CONSISTING OF ACCRUED AND UNPAI D DIVIDENDS) IS PAYABLE SOLELY OUT OF THE

SALE PROCEEDS OF OTHER CAPITAL STOCK OF THE COMPANY , WHICH MAY INCLUDE OTHER SERIES OF THE
COMPANY'S PREFERRED STOCK. THE SERIES B PREFERRED SHARES HAVE NO STATED MATURITY AND ARE NOT
SUBJECT TO ANY SINKING FUND OR MANDATORY REDEMPTION AND ARE NOT CONVERTIBLE INTO OR
EXCHANGEABLE FOR ANY OTHER SECURITIES OF THE COMPAN IN ORDER TO MAINTAIN ITS QUALIFICATION AS A
REAL ESTATE INVESTMENT TRUST ("REIT") FOR FEDERALNCOME TAX PURPOSES, THE COMPANY'S AMENDED AND
RESTATED ARTICLES OF INCORPORATION IMPOSE LIMITATINS ON THE NUMBER OF SHARES OF CAPITAL STOCK,
INCLUDING SERIES B PREFERRED SHARES, THAT MAY BE OVED BY ANY SINGLE PERSON OR AFFILIATED GROUPS. St
"DESCRIPTION OF SERIES B PREFERRED SHARES -- REDEMIN" AND "DESCRIPTION OF SERIES B PREFERRED SHARES
RESTRICTIONS ON OWNERSHIP."

THE COMPANY IS A SELF-ADMINISTERED AND SELF-MANAGED EQUITY REIT THAT BEGAN OPERATIONS
THROUGH A PREDECESSOR IN 1978. THE COMPANY IS ONE OF THE LARGEST OWNERS AND OPERATORS OF OFFICE
AND INDUSTRIAL PROPERTIES IN THE SOUTHEAST. THE COM PANY OWNS 365 PROPERTIES ENCOMPASSING
APPROXIMATELY 21.8 MILLION RENTABLE SQUARE FEET LOC ATED IN 16 MARKETS IN NORTH CAROLINA,
FLORIDA, TENNESSEE, GEORGIA, VIRGINIA, SOUTH CAROLI NA AND ALABAMA. THE COMPANY HAS ENTERED INTO
AGREEMENTS WITH ASSOCIATED CAPITAL PROPERTIES, INC. AND CERTAIN OF ITS AFFILIATES ("ACP") AND
OTHER PROPERTY OWNERS PURSUANT TO WHICH THE COMPANY WILL COMBINE ITS PROPERTY OPERATIONS
WITH ACP AND ACQUIRE 84 OFFICE PROPERTIES LOCATED | N FLORIDA (THE

"ACP TRANSACTION"). ASSUMING CONSUMMATION OF THE A TRANSACTION, WHICH IS EXPECTED TO OCCUR BY
OCTOBER 15, 1997, THE COMPANY WILL OWN 449 OFFICEN® INDUSTRIAL PROPERTIES ENCOMPASSING
APPROXIMATELY 28.3 MILLION RENTABLE SQUARE FEET ANDWILL BE THE LARGEST FULL-SERVICE REAL ESTATE
OPERATING COMPANY IN FLORIDA, SPECIALIZING IN THE @/NERSHIP, MANAGEMENT, ACQUISITION AND
DEVELOPMENT OF OFFICE AND INDUSTRIAL PROPERTIES. AOR ABOUT THE SAME TIME AS THE OFFERING OF THE
SERIES B PREFERRED SHARES (THE "OFFERING"), THE CBANY IS OFFERING (THE "COMMON

STOCK OFFERING") 7,000,000 SHARES OF COMMON STO®AR VALUE $.01 PER SHARE, OF THE COMPANY (THE
"COMMON STOCK"). SEE "CONCURRENT COMMON STOCK OFFBEG."

APPLICATION WILL BE MADE TO LIST THE SERIES B PREFE RRED
SHARES ON THE NEW YORK STOCK EXCHANGE. TRADING OF T HE
SERIES B PREFERRED SHARES ON THE NEW YORK STOCK EXCHANGE
IS EXPECTED TO COMMENCE WITHIN THE 30-DAY PERIOD
AFTER THE INITIAL DELIVERY OF THE SERIES B PREFERRE D
SHARES. SEE "UNDERWRITING."

SEE "RISK FACTORS" BEGINNING ON PAGE 3 IN THE ACCOM PANYING PROSPECTUS



FOR CERTAIN FACTORS RELEVANT TO AN INVESTMENT IN
THE SERIES B PREFERRED SHARES.

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

PRICE $25 A SHARE

UNDERWRITING

PRICE TO DISCOUNTS AND PROCEEDS TO

PUBLIC (1)  COMMISSIONS (2) COMPANY (1)(3)
PER SHARE oo $25.00 $.7875 $24.2125
TOTAL (B)evoreooeeoeoeeiemeemeenee $150,000,000  $ 4,725,000 $ 145,275,000

(1) PLUS ACCRUED DIVIDENDS, IF ANY, FROM THE DATE PORIGINAL ISSUANCE.

(2) THE COMPANY HAS AGREED TO INDEMNIFY THE UNDERWHRERS AGAINST CERTAIN LIABILITIES, INCLUDING
LIABILITIES UNDER THE SECURITIES ACT OF 1933, AS AENDED. SEE "UNDERWRITING."

(3) BEFORE DEDUCTING EXPENSES PAYABLE BY THE COMPANESTIMATED AT $150,000.

(4) THE COMPANY HAS GRANTED TO THE UNDERWRITERS ARPTION, EXERCISABLE WITHIN 30 DAYS OF THE DATE OF
THIS PROSPECTUS SUPPLEMENT, TO PURCHASE UP TO ANGREGATE OF 900,000 ADDITIONAL SERIES B PREFERRED
SHARES AT THE PRICE TO PUBLIC LESS UNDERWRITING DI®UNTS AND COMMISSIONS, FOR THE PURPOSE OF
COVERING OVER-ALLOTMENTS, IF ANY. IF THE UNDERWRITRS EXERCISE SUCH OPTION IN FULL, THE TOTAL PRICE TO
PUBLIC, UNDERWRITING DISCOUNTS AND COMMISSIONS ANIPROCEEDS TO THE COMPANY WILL BE $172,500,000,
$5,433,750 AND $167,066,250, RESPECTIVELY. SEE "URRWRITING."

THE SERIES B PREFERRED SHARES ARE OFFERED, SUBJHOTPRIOR SALE, WHEN, AS AND IF ACCEPTED BY THE
UNDERWRITERS NAMED HEREIN, AND SUBJECT TO APPROVADF CERTAIN LEGAL MATTERS BY ANDREWS & KURTH
L.L.P., COUNSEL FOR THE UNDERWRITERS. IT IS EXPECDHHAT DELIVERY OF THE SERIES B PREFERRED SHARES M|
BE MADE ON OR ABOUT SEPTEMBER 25, 1997 AT THE OFFHOF MORGAN STANLEY & CO. INCORPORATED, NEW YORK,
NY, AGAINST PAYMENT THEREFOR IN IMMEDIATELY AVAILAB LE FUNDS.

MORGAN STANLEY DEAN WITTER

LEGG MASON WOOD WALKER
INCORPORATED

MERRILL LYNCH & CO.
THE ROBINSON-HUMPHREY COMPANY, INC.

SEPTEMBER 22, 199



NO PERSON IS AUTHORIZED IN CONNECTION WITH ANY OFFENG MADE HEREBY TO GIVE ANY INFORMATION OR TC
MAKE ANY REPRESENTATION OTHER THAN AS CONTAINED INTHIS PROSPECTUS SUPPLEMENT AND THE
ACCOMPANYING PROSPECTUS AND, IF GIVEN OR MADE, SUCINFORMATION OR REPRESENTATION MUST NOT BE
RELIED UPON AS HAVING BEEN AUTHORIZED BY THE COMPAN OR BY ANY UNDERWRITER. THIS PROSPECTUS
SUPPLEMENT AND THE ACCOMPANYING PROSPECTUS DO NODESTITUTE AN OFFER TO SELL OR A SOLICITATION OF
AN OFFER TO BUY ANY SECURITY OTHER THAN THE SERIES PREFERRED SHARES OFFERED HEREBY, NOR DO THEY
CONSTITUTE AN OFFER TO SELL, OR A SOLICITATION OFMOFFER TO BUY, ANY OF THE SECURITIES OFFERED HEREB
TO ANY PERSON IN ANY JURISDICTION IN WHICH IT IS UNAWFUL TO MAKE SUCH AN OFFER OR SOLICITATION TO
SUCH PERSON.
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CERTAIN PERSONS PARTICIPATING IN THIS OFFERING MAENGAGE IN TRANSACTIONS THAT STABILIZE, MAINTAIN OR
OTHERWISE AFFECT THE PRICE OF THE SERIES B PREFERREHARES OFFERED HEREBY. SPECIFICALLY, THE
UNDERWRITERS MAY OVER-ALLOT IN CONNECTION WITH THEOFFERING AND MAY BID FOR, AND PURCHASE, SERIES B
PREFERRED

SHARES IN THE OPEN MARKET. FOR A DESCRIPTION OF TBE ACTIVITIES, SEE "UNDERWRITING."
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UNLESS INDICATED OTHERWISE, THE INFORMATION CONTAIBED IN THIS PROSPECTUS

SUPPLEMENT ASSUMES THAT THE UNDERWRITERS' OVER-ALO®IENT OPTION IS NOT EXERCISED. UNLESS THE
CONTEXT OTHERWISE REQUIRES, THE TERMS (I) "COMPANYSHALL MEAN HIGHWOODS PROPERTIES, INC.,
PREDECESSORS OF HIGHWOODS PROPERTIES, INC., AND BEENTITIES OWNED OR CONTROLLED BY HIGHWOODS
PROPERTIES, INC., INCLUDING HIGHWOODS/FORSYTH LIMED PARTNERSHIP (THE "OPERATING PARTNERSHIP"), (II)
"ACP" SHALL MEAN ASSOCIATED CAPITAL PROPERTIES, INCITS PREDECESSORS AND THOSE ENTITIES OWNED OR
CONTROLLED BY ASSOCIATED CAPITAL PROPERTIES, INQJJI) "HIGHWOODS PROPERTIES" SHALL MEAN THE 225
SUBURBAN OFFICE AND 140 INDUSTRIAL (INCLUDING 74 SRVICE CENTER) PROPERTIES OWNED BY THE COMPANY, (IV)
"ACP PROPERTIES" SHALL MEAN THE 77 OFFICE PROPERBI®BWNED BY ACP AND THE SEVEN OFFICE PROPERTIES TH
ACP HAS UNDER CONTRACT TO PURCHASE AND (V) "PROPEREB" SHALL MEAN THE HIGHWOODS PROPERTIES AND
THE ACP PROPERTIES COMBINED. ALL INFORMATION REGARBNG THE HIGHWOODS PROPERTIES AND/OR THE
PROPERTIES AS OF JUNE 30, 1997 EXCLUDES INFORMATI®ROUT THE FOUR HIGHWOODS PROPERTIES ACQUIRED
AFTER SUCH DATE.

INFORMATION SET FORTH IN THIS PROSPECTUS SUPPLEMERDNTAINS "FORWARD-LOOKING STATEMENTS"
RELATING TO, WITHOUT LIMITATION, FUTURE ECONOMIC PRFORMANCE, PLANS AND OBJECTIVES OF MANAGEMENT
FOR FUTURE OPERATIONS AND PROJECTIONS OF REVENUEB®THER FINANCIAL ITEMS, WHICH CAN BE IDENTIFIED
BY THE USE OF FORWARD-LOOKING TERMINOLOGY SUCH ASVIAY," "WILL," "SHOULD," "EXPECT," "ANTICIPATE,"
"ESTIMATE" OR "CONTINUE" OR COMPARABLE TERMINOLOGYTHE CAUTIONARY STATEMENTS SET FORTH UNDER TH
CAPTION "RISK FACTORS" IN THE ACCOMPANYING PROSPEWUES IDENTIFY IMPORTANT FACTORS WITH RESPECT TO
SUCH FORWARD-LOOKING STATEMENTS, INCLUDING CERTAINRISKS AND UNCERTAINTIES THAT COULD CAUSE
ACTUAL

RESULTS TO DIFFER MATERIALLY FROM THOSE IN SUCH FORARD-LOOKING STATEMENTS.
THE COMPANY
GENERAL

The Company is a self-administered and self-managedy REIT that began operations through a prestear in 1978. Following its initial
public offering (the "IPO") in 1994, the Companyaddished itself as one of the largest owners gratators of suburban office and industrial
properties in the Southeast. The Company owns 88%epties located in 16 markets in North Caroliarida, Tennessee, Georgia, Virginia,
South Carolina and Alabama. The Company has entet@dgreements (the "ACP Transaction Agreememigl) ACP and other owners of
the ACP Properties pursuant to which the Compaitiicavinbine its property operations with ACP andwiog 84 office properties located in
Florida. Assuming consummation of the ACP Transagthich is expected to occur by October 15, 1899F Company will own 449 office
and industrial properties encompassing approxima®I3 million rentable square feet and will be ldmgest full-service real estate operating
company in Florida, specializing in the ownershignagement, acquisition and development of offimkiadustrial properties. There can be
no assurance that all or part of the ACP Transactidl be consummated. See "Recent Developments.”

The Highwoods Properties consist of 225 suburb&ioeoproperties and 140 industrial (including 74véme center) properties, contain an
aggregate of approximately 21.8 million rentableasg feet and are leased to approximately 2,05%htenAt June 30, 1997, the Highwoods
Properties were 93% leased. An additional 26 pta@se(the "Development Projects"), which will enquess approximately 2.3 million
rentable square feet, are under development irhN@eatrolina, Virginia, Tennessee, Georgia and S@attolina. The Company also owns 547
acres (and has agreed to purchase an additionalet28 inclusive of the ACP Transaction) of landffure development (the "Development
Land"). The Development Land is zoned and avail&ieffice and/or industrial development, subsiaht all of which has utility
infrastructure already in place.

The Company conducts substantially all of its atifig through, and substantially all of its projestare held directly or indirectly by, the
Operating Partnership. The Operating Partnerstiprigrolled by the Company, as its sole generahparwhich owns approximately 84% of
the common partnership interests (the "Common Uriitghe Operating Partnership. The remaining Camranits are owned by limited
partners (including certain officers and directoirthe Company). Other than Common Units held lyG@ompany, each Common Unit may
be redeemed by the holder thereof for the castevaflone share of Common Stock or, at the Compapyien, one share (subject to certain
adjustments) of Common Stock.
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With each such exchange, the number of Common Wdniteed by the Company and, therefore, the Compaeytentage interest in the
Operating Partnership, will increase.

In addition to owning the Highwoods Properties, Brevelopment Projects and the Development LandCtirapany provides leasing,
property management, real estate development,roetisn and miscellaneous tenant services forritp@rties as well as for third parties. 1
Company conducts its third-party fee-based sentiuerigh Highwoods Tennessee Properties, Inc.,@lybwned subsidiary of the
Company, and Highwoods Services, Inc., a subsidiatiie Operating Partnership.

The Company was formed in North Carolina in 199%e Tompany's executive offices are located at Brfibketree Court, Suite 600,
Raleigh, North Carolina 27604, and its telephonalmer is (919) 872-4924. The Company also maintaig®nal offices in Winston-Salem,
Greensboro and Charlotte, North Carolina; Richma&fidyinia; Nashville and Memphis, Tennessee; Attareorgia; and Tampa and Boca
Raton, Florida.

OPERATING STRATEGY
The Company believes that it will continue to bénfeébm the following factors:

DIVERSIFICATION. Since the IPO in 1994, the Compdras significantly reduced its dependence on anycpéar market, property type or
tenant. At the time of the IPO, the Company's plidfconsisted almost exclusively of office propestin the Raleigh-Durham, North
Carolina area (the "Research Triangle"). The Comigéan-service portfolio has expanded from 41 N@&@#rolina properties (40 of which
were in the Research Triangle area) to 365 pragseinii 16 southeastern markets. Upon completioheoACP Transaction, the Company will
own 449 properties in 18 southeastern markets.das&une 1997 results, approximately 45% of theateevenue from the Highwoods
Properties was derived from properties in Northaiaa (26% in the Research Triangle). Upon comptedf the ACP Transaction,
approximately 33% of the rental revenue from thaprties will be derived from properties in NortarGlina (19% in the Research Triang
as compared to approximately 35% in Florida.

In February 1997, the Company made a significargstment in the suburban Atlanta market with thguésition of the Century Center Offi
Park and a business combination with Anderson Ptiegelnc. The Company first entered the Atlantrket as well as four markets in
Florida and six other markets through its Septenmi®86 merger with Crocker Realty Trust, Inc. ("Geex). Prior to its merger with Crocke
the Company expanded into Winston-Salem/Greensbimdh Carolina (the "Piedmont Triad") and Cha#ottlorth Carolina through a
merger with Forsyth Properties, Inc. ("Forsyth"llatso completed significant business combinatioi®ichmond, Virginia and Nashville,
Tennessee. The Company has focused on marketsikbdahe Research Triangle, have strong demogcaguid economic characteristics. The
Company believes that its markets have the potent&x the long term to provide investment retuire exceed national averages.

The Company's strategy has been to assemble alpodf properties that enables the Company tordfteldings with a variety of cost, ten:
finish and amenity choices that satisfy the facitieeds of a wide range of tenants seeking comaiexgace. This strategy led, in part, to the
Company's combination with Forsyth in February 19@Bich added industrial and service center prape(as well as additional office
properties) to its suburban office portfolio. Todagsed on the June 1997 results for the HighwBodgerties, approximately 85% of the
Company's rental revenue is derived from suburlficeqoroperties and 15% is derived from industpedperties. Upon completion of the
ACP Transaction, approximately 89% of the Compargnisal revenue will be derived from office propestand 11% will be derived from
industrial properties.

The Company has also reduced its dependence gpeatigular tenant or tenants in any particular stdu Its tenants represent a diverse
cross-section of the economy. As of June 30, 18%720 largest tenants of the Highwoods Properéipeesented approximately 22.4% of the
combined rental revenue from the Highwoods Progerand the largest single tenant accounted faoajpately 4.3% of such revenue.
Upon completion of the ACP Transaction, the 20datdenants of the Properties will represent apprately 21.5% of the combined rental
revenues from the Properties, and the largestesieglant will account for approximately 3.8% oflsuevenue. See "The Properties.”

ACQUISITION AND DEVELOPMENT OPPORTUNITIES. The Corapy seeks to acquire suburban office and indugiri@erties at price
below replacement cost that offer attractive reguimcluding acquisitions of underperforming, higlelity properties in situations offering
opportunities for the Company to improve
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such properties' operating performance. The Compalhglso continue to engage in the selective dgyment of office and industrial
projects, primarily in suburban business parks,iatehds to focus on build-to-suit projects andgets where the Company has identified
sufficient demand. In build-to-suit development thuilding is significantly pre-leased to one orrmtenants prior to construction. Build-to-
suit projects often foster strong long-term relasioips between the Company and the tenant, crefatimge development opportunities as the
facility needs of the tenant increase.

The Company believes that it has several advantaggasmany of its competitors in pursuing developtrand acquisition opportunities. The
Company has the flexibility to fund acquisitiongladevelopment projects from numerous sources, dimofuthe private and public debt
markets, proceeds from its private and public gopfiterings, its $280 million unsecured revolvirggh, other bank and institutional
borrowings and the issuance of Common Units. Fretlyyehe Company acquires properties through tehange of Common Units in the
Operating Partnership for the property owner'stggnithe acquired properties. As discussed abeaelh Common Unit received by these
property owners is redeemable for cash from ther@joegy Partnership or, at the Company's optionreshaf Common Stock. In connection
with these transactions, the Company may also asswtstanding indebtedness associated with thdradqoroperties. The Company
believes that this acquisition method may enaliie &cquire properties at attractive prices frompgrty owners wishing to enter into tax-
deferred transactions. Since the Company's inagjiial including the ACP Transaction, Common Unétgenconstituted all or part of the
consideration for 231 properties comprising 16.0iomi rentable square feet. As of June 30, 199%; 1200 Common Units had been
redeemed for cash, totaling $35,000.

Another advantage is the Company's commerciallyed@nd unencumbered Development Land in existisgbas parks. Upon completion
of the ACP Transaction, the Company will own 59ieaqand will have agreed to purchase an additi®nalacres) of Development Land,
substantially all of which has utility infrastrucéualready in place.

The Company's development and acquisition acts/aiso benefit from its local market presence amahkedge. Upon completion of the
ACP Transaction, the Company's property-level effiowill have on average over 18 years of real@stgperience in their respective
markets. Because of this experience, the Compainyaibetter position to evaluate acquisition aadeiopment opportunities. In addition, the
Company's relationships with its tenants and thesants at properties for which it conducts thiadtp fee based services may lead to
development projects when these tenants or thidintefs seek new space. Also, its relationshipthwther property owners for whom it
provides third-party management services genecafgisition opportunities.

MANAGED GROWTH STRATEGY. The Company's strategy bagn to focus its real estate activities in markdiere it believes its
extensive local knowledge gives it a competitiveaadage over other real estate developers andtopgras the Company has expanded into
new markets, it has continued to maintain thisliaed approach by combining with local real estgterators with many years of
development and management experience in theiecésp markets. Also, in making its acquisitiofs Company has sought to employ
those property-level managers who are experiendggdtie real estate operations and the local maetating to the acquired properties, so
that approximately 85% of the rentable square fpotaf the Highwoods Properties was either develdyyetthe Company or is managed on a
day-to-day basis by personnel that previously maedalgased and/or developed those Highwoods Prepértior to their acquisition by the
Company. Upon completion of the ACP Transactiopraximately 80% of the rentable square footagdefRroperties will have been
developed by the Company or will be managed oryataalay basis by personnel that previously managesged and/or developed these
Properties prior to their acquisition by the Comypan

EFFICIENT, CUSTOMER SERVICE-ORIENTED ORGANIZATION he Company provides a complete line of real es@arteices to its
tenants and third parties. The Company believestha-house development, acquisition, construction mamage, leasing and managem
services allow it to respond to the many demandss @xisting and potential tenant base, and eriabideprovide its tenants cost-effective
services such as build-to-suit construction angesmaodification, including tenant improvements argansions. In addition, the breadth of
the Company's capabilities and resources providesh market information not generally availabléne Company believes that the operating
efficiencies achieved through its fully integrataganization also provide a competitive advantaggetting its lease rates and pricing other
services.

FLEXIBLE AND CONSERVATIVE CAPITAL STRUCTURE. The Gupany is committed to maintaining a flexible andiservative capital
structure that: (i) allows growth through develominand acquisition opportunities; (ii) provides @ss to the private and public equity and
debt markets on favorable terms; and (iii) proméatgre earnings growth.
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The Company and the Operating Partnership have nfgnated a strong and consistent ability to acttesgrivate and public equity and debt
markets. Since the IPO, the Company has completadoublic offerings and two private placementé®fCommon Stock and one public
offering of its 8 5/8% Series A Cumulative Redeeladtreferred Shares (the "Series A Preferred SHarassing total net proceeds of $798
million, which were contributed to the OperatingtRarship in exchange for additional partnershipriests as required under the Operating
Partnership's limited partnership agreement (theet@ing Partnership Agreement"). On December 26 1the Operating Partnership issued
$100 million of 6 3/4% notes due December 1, 20H8 {2003 Notes") and $110 million of 7% notes &weember 1, 2006 (the "2006
Notes").

On June 24, 1997, a trust formed by the OperatartnBrship sold $100 million of Excercisable Puti@p Securities ("X-POSSM"), which
represent fractional undivided beneficial interaestihe trust. The assets of the trust consishimipng other things, $100 million of Exercise
Put Option Notes due June 15, 2011 issued by tleeafipg Partnership (the "Put Option Notes"). TRPGSSM bear an interest rate of
7.19% and mature on June 15, 2004, representieffective borrowing cost of 7.09%, net of a relaped option and certain interest rate
protection agreement costs. Under certain circumss® the Put Option Notes could also become sutojearly maturity on June 15, 2004.

In addition, the Company has a $280 million unseduevolving line of credit (the "Revolving Loanjth a syndicate of lenders, which
expires on October 31, 1999. As of September 227 liaiterest on the outstanding balance was payabighly at a rate of 6.66%.

At or about the time of the Offering, the Compasipffering (the "Common Stock Offering") 7,000,08tares of Common Stock (8,050,000
shares if the Common Stock underwriters' over-aléatt options are exercised in full). See "Concur@ymmon Stock Offering."

Assuming completion of the ACP Transaction, the #atd 997 Offering (as defined herein), the CommimrtiSOffering and the Offering, t
Company's pro forma debt as of June 30, 1997 wioaNe totaled $751 million and would have represkatgproximately 25.5% of total
market capitalization (based on a price per sha#35 for the Common Stock offered in the Commaooc&tOffering).

RECENT DEVELOPMENTS
BUSINESS COMBINATION WITH ASSOCIATED CAPITAL PROPER TIES, INC.

GENERAL. The Company has entered into the ACP Taetian Agreements with ACP and the other owneth®fACP Properties pursuant
to which the Company will combine its property agt@ns with ACP and acquire 84 office propertiesated in Florida. The ACP Transact
involves 84 office properties encompassing 6.5iamiltentable square feet and approximately 50 aufrésnd for development with a build-
out capacity of 1.9 million square feet. At June B897, the ACP Properties were 90% leased to appately 1,100 tenants including IBM,
the state of Florida, Prudential, Price Waterhod§& T, GTE, Prosource, Lockheed Martin, NationsBamd Accustaff. Seventy-nine of the
ACP Properties are located in suburban submanketsthe remaining properties located in the cdritesiness districts of Orlando,
Jacksonville and West Palm Beach. For a descriptidhe ACP Properties, see "The Properties." Algiothe Company expects the ACP
Transaction to close by October 15, 1997, no asseraan be made that all or part of the transagtidbbe consummated.

Upon consummation of the ACP Transaction, the Caompéll become the largest full-service real estterating company in Florida,
specializing in the ownership, management, acgoisdand development of office and industrial praiest Upon completion of the ACP
Transaction, the Company will have offices in Nd@trolina's three major markets: the Research giéathe Piedmont Triad and Charlotte,
North Carolina; Richmond, Virginia; Nashville anceNphis, Tennessee; Atlanta, Georgia; and Tampa Raton, Orlando, South Floric
Tallahassee and Jacksonville, Florida. Followirgg AP Transaction, the Company will own 449 in-gar\properties totaling approximately
28.3 million rentable square feet.

The Company believes that the ACP Transactioruisigue investment opportunity. The merger with A@F combine the Company with
Florida's largest owner and operator of office prtips. ACP has a demonstrated capacity for valiskeé acquisitions and is regarded as one
of the region's premier office operators. Upon comsation of the ACP Transaction, Florida will be@the Company's largest market and
the Company will enjoy a combined nine percentasludithe office market in the state's four largastropolitan markets Orlando, Tampa,
Jacksonville and South Florida. From May 1996 toyMI897, Florida's employment growth averaged 4% mared to nationwide growth of
approximately 2% during the same period. The Comjbatieves that the Florida markets are early endffice recovery cycle, as evidenced
by declining vacancy rates, significant increase®ntal rates and modest development activity.
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The Company also believes that Florida's complemjigng and regulatory environment discourages petitors by creating various barriers
to entry that serve to limit new development.

Under the terms of the ACP Transaction AgreemehésCompany will acquire all of the outstandingitastock of ACP and all of the
ownership interests in the entities that own thePAZoperties for an aggregate purchase price df §i6llion, subject to certain adjustments.
The cost of the ACP Transaction is expected toisbn§the issuance of 3,036,702 Common Units @alat $32.50 per Common Unit), the
assumption of approximately $481 million of mortgatebt ($391 million of which is expected to bedpaff by the Company on the date of
closing), the issuance of 90,342 shares of ComntockSvalued at $32.50 per share), a capital expesserve of $11 million and a cash
payment of approximately $24 million. All Common iténand Common Stock to be issued in the trangaetie subject to restrictions on
transfer or redemption. Lock-up restrictions witispect to the Common Units issued to ACP and filsagés will expire over a three-year
period in equal annual installments commencingyas from the date of issuance. The restrictionthertransfer of the Common Stock ta
issued to ACP and its affiliates are to expire3&@increments (six months, one year, two yeardlamee years from the date of closing). All
lockup restrictions on the transfer of such Comrdaoits or Common Stock issued to ACP and its afésawill expire in the event of a char
of control of the Company or a material adversenglean the financial condition of the Company. Stestrictions will also expire if James
R. Heistand, president of ACP, is not appointedlected as a director of the Company within one frean the date of closing. Also in
connection with the ACP Transaction, the Comparlyisgue to certain affiliates of ACP warrants targhase 1,479,290 shares of the
Common Stock at $32.50 per share.

Under the terms of the the ACP Transaction Agregsaée right of the Company or ACP to terminate ACP Transaction is generally
limited to the following: (i) the failure of the loér party to close on or before October 15, 1983vided that the terminating party has acte
good faith; (ii) the existence of any material adeechange in the business or financial conditiote financial or business prospects of the
Company since March 31, 1997; and

(iii) the existence of any material structural avigonmental defects or title or other deficienagassting at any or all of the ACP Properties
certain circumstances, if the ACP Transactionnsieated, the terminating party may be requirepay a break-up fee of $15 million.

MANAGEMENT OF ACP. Upon completion of the ACP Traetion, Mr. Heistand will become a regional vicepdent of the Company
responsible for its Florida operations and will tie an advisory member of the Company's investemmnimnittee. Mr. Heistand is expected
to join the Company's Board of Directors and becameting member of the Company's investment cotemivithin the next year. Mr.
Heistand has over 19 years of commercial real@stgterience in Florida. Over 100 employees of Aa@Pexpected to join the Company,
including the two other members of ACP's senior agament team, Allen C. de Olazarra and Dale Jolsanne

FINANCING ACTIVITIES AND LIQUIDITY
Set forth below is a summary description of the @any's recent financing activities:

X-POSSM OFFERING. On June 24, 1997, a trust forimethe Operating Partnership sold $100 million ePRSSM, which represent
fractional undivided beneficial interests in thast: The assets of the trust consist of, among éitiregs, $100 million of Put Option Notes.
The XPOSSM bear an interest rate of 7.19%, represeatirgffective borrowing cost of 7.09%, net of a tedlaput option and certain inter
rate protection agreement costs. Under certaimicistances, the Put Option Notes could also becaoirject to early maturity on June 15,
2004.

AUGUST 1997 OFFERING. On August 28, 1997, the Camypentered into two transactions with affiliatedsfion Bank of Switzerland (tl
"August 1997 Offering"). In one transaction, thengny sold 1,800,000 shares of Common Stock to LiBed for net proceeds of
approximately $57 million. In the other transactitre Company entered into a forward share purchgsement (the "Forward Contract")
with Union Bank of Switzerland, London Branch ("UBB"). The Forward Contract generally provides ttighe price of a share of Comm
Stock is above $32.14 (the "Forward Price") on Asidi8, 1998, UBS/LB will return the difference Ghares of Common Stock) to the
Company. Similarly, if the price of a share of Coom&tock on August 28, 1998 is less than the Fahwaice, the Company will pay the
difference to UBS/LB in cash or shares of Commarctistat the Company's option.

FINANCING OF THE ACP TRANSACTION. The Company inténto use the net proceeds from the Offering, tagawith the net proceeds
from the Common Stock Offering, to (i) fund the $Rdllion cash portion of the purchase price of #@P Transaction and (ii) repay
approximately $353.5 million of the $481 million wiortgages to be assumed in connection with the A@Rsaction. In addition, the
Company currently
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plans to repay all but $90 million of the remaini&GP debt. The remaining $90 million of indebtednesnsists of fixed rate mortgage loans
with an average maturity of nine years and a weidlatverage interest rate of 8.27%. See "Use ofosc"

In connection with the ACP Transaction, the Complaay obtained a commitment from Union Bank of Seviemd for a $300 million bridge
loan (the "Bridge Loan"). The Bridge Loan woulduresecured and would bear interest at a rate of RBMis 75 basis points. The Bridge
Loan would have a maturity date three months friznelosing date and would contain financial coveaanbstantially similar to those
contained in the Company's current Revolving Loan.

PRO FORMA CAPITALIZATION. Assuming completion oféhACP Transaction, the August 1997 Offering, thenB8mn Stock Offering
and the Offering, the Company's pro forma debtfasine 30, 1997 would have totaled $751 million wmdlld have represented 25.5% of
total market capitalization (based on a price pare of $35 for the Common Stock offered in the @mm Stock Offering). The Company's
pro forma fixed charge coverage ratio for the sonths ended June 30, 1997 would have equaled 2.4x.

ORGANIZATIONAL CHANGES

Upon completion of the ACP Transaction, the Compaitlycreate three regional divisions. Mr. Heistapdesident of ACP, will be
responsible for the Company's Florida operatiooknJV. Eakin, who joined the Company in connectiath its acquisition of Eakin & Smi
in April 1996, will be responsible for the Compangperations in Tennessee and Alabama. Edwardtsch;rwho joined the Company in
1982, will be responsible for the Company's operetiin North Carolina, Georgia, Virginia and SoGdrolina.

In addition, William T. Wilson 1ll, who served tf@ompany as executive vice president since its navghk Forsyth, has resigned as an
officer of the Company. Mr. Wilson will remain one Company's Board of Directors.
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DEVELOPMENT ACTIVITY

The Company has 26 properties under developmeanihamarkets totaling approximately 2.3 million acgifeet of space. The following
table summarizes these Development Projects amef30, 1997:

NAME LOCATION FEET COSTS  6/30/97 PERCENTAGE COMPLETION

OFFICE PROPERTIES: (DOLLARS IN THOUSANDS)

Ridgefield 111 Asheville 57,000 $ 5200 $ 14 0.0% 1Q98
2400 Century Center Atlanta 135,000 16,200 207 0.0 2Q98
Patewood VI Greenville 107,000 11,400 2,451 0.0 4Q98
Southwind IlI Memphis 69,000 7,000 2,598 100.0 4Q97
Colonnade Memphis 89,000 9,400 2,047 44.0 1Q98
SouthPointe Nashville 104,000 10,900 2,004 0.0 2Q98
Harpeth V Nashville 65,000 6,900 1,093 0.0 1Q98
Lakeview Ridge Il Nashville 61,000 6,100 768 0.0 1Q98
Highwoods Plaza Il Nashville 103,000 10,400 5,733 100.0 3Q97
RMIC Piedmont Triad 90,000 7,700 32 100.0 2Q98
Highwoods Center Research Traingle 76,000 8,300 3 0.0 3Q98
Overlook Research Triangle 97,000 9,900 410 0.0 3Q98
Red Oak Research Triangle 65,000 6,000 399 0.0 3Q98
Situs Two Research Triangle 59,000 5,900 758 0.0 3Q98
Rexwood V Research Triangle 60,000 7,400 1,933 28.0 4Q97
ClinTrials Research Triangle 178,000 21,500 4,242 100.0 2Q98
Highwoods V Richmond 67,000 6,600 921 0.0 2Q98
Markel-American Richmond 106,000 10,600 120 48.0 2Q98
Grove Park | Richmond 61,000 5,900 2,143 15.0 3Q97
Highwoods Two Richmond 76,000 7,300 4,958 77.0 3Q97
West Shore Il Richmond 55,000 5,300 3,429 87.0 3Q97

OFFICE TOTAL OR WEIGHTED
AVERAGE 1,780,000 $185,900 $36,263 38.0%

INDUSTRIAL PROPERTIES:

TradePort-1 Atlanta 87,000 $ 3,100 $1,262 0.0% 4Q97
TradePort-2 Atlanta 87,000 3,100 - 0.0 4Q97
Newpoint Atlanta 119,000 4,700 2,160 0.0 3Q97
R.F. Micro Devices Piedmont Triad 49,000 8,400 4,089 100.0 4Q97
Highwoods Airport Center Richmond 142,000 6,100 4,997 100.0 3Q97

INDUSTRIAL TOTAL OR WEIGHTED

AVERAGE

RENTABLE COSTS

SQUARE ESTIMATED AT PRE-LEASIN

484,000 $25,400 $12,508 40.0%

G ESTIMATED

TOTAL OR WEIGHTED AVERAGE OF

ALL DEVELOPMENT PROJECTS 2,264,000 $211,300 $48,771 38.0%

SUMMARY BY ESTIMATED COMPLETION DATE:

Third Quarter 1997 556,000 $ 39,700 $23,420 65.0%
Fourth Quarter 1997 352,000 29,000 9,882 38.0
First Quarter 1998 272,000 27,600 3,922 14.0
Second Quarter 1998 680,000 73,500 7,526 47.0
Third Quarter 1998 297,000 30,100 1,570 0.0
Fourth Quarter 1998 107,000 11,400 2,451 0.0

2,264,000 $211,300 $48,771 '38.0%

OTHER ACQUISITION ACTIVITY

The Company's investment committee continually eatals potential acquisition opportunities in basheixisting markets and in new markets
that have demographic and economic charactersititidar to its current markets. Accordingly, at gygrticular time, the Company is likely
be involved in negotiations (at various stages)dguire one or more properties or portfolios.
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THE PROPERTIES

GENERAL

The Company owns 225 suburban office propertiesld@dndustrial properties, which are located imigkets in the Southeast. The office
properties are mid-rise and single-story suburlficeobuildings. The industrial properties inclu@& warehouse and bulk distribution
facilities and 74 service center properties. Thgise center properties have varying amounts a€effinish (usually at least 33%) and their
rents vary accordingly. The service center propsrdire suitable for office, retail, light induskidad warehouse uses. In the aggregate,

management developed 160 of the 365 Highwoods RiepeThe Company provides management and leasingces for 347 of the 365
Highwoods Properties.

Upon completion of the ACP Transaction, the Compaitlyown an additional 84 office properties. Th€R Properties are located in six
markets in Florida, including four markets in whitle Company currently owns properties (Jacksav@irlando, South Florida and Tampa).

The following table sets forth certain informatiabout the Highwoods Properties and ACP Properties dune 30, 1997:

ANNUALIZED RENTAL REVENUE (1 )
INDUSTRIAL
OFFICE PROPERTIES
PROPERTIES ®) T OTAL
Highwoods Properties.......c..cccoceevvvvevvceeee e $199,216,406 $34,468,743 $233 ,685,149
ACP Properties.....ccooccvniieneniiiiieeeeieeee . 83,949,754 -- 83 ,949,754
Total..oooooiiei e $283,166,160 $34,468,743 $317 ,634,903

RENTABLE SQUARE FEET

INDUSTRIAL
OFFICE PROPERTIES
PROPERTIES 2) T OTAL
Highwoods Properties.......cccccovvvvvveevenes 14,439,058 7,143,699 21 582,757
ACP PropertieS.....cccccvvvvvvvviiiiiiieeneaeees e 6,450,652 - 6 ,450,652
Total i 20,889,710 7,143,699 28 ,033,409

PERCENT LEASED

INDUSTRIAL
OFFICE PROPERTIES WE IGHTED
PROPERTIES 2) AV ERAGE
Highwoods Properties........ccccovcvvvvvvevees 94%(3) 90%(4) 93%
ACP Properti€S.....cccccvvvvcivvviiiiiiiennaaeees e 90(5) -- 90
Weighted Average......ccccocceeevvviivcccccceeeee 92% 90% 92%

AGE (YEARS)

INDUSTRIAL
OFFICE PROPERTIES WE IGHTED
PROPERTIES 2) AV ERAGE
Highwoods Properties.......ccccccovvveeenncceeees 11.0 11.9(6) 11.3
ACP Properti€S.....cccccovvvvivvviiiiiiiinneaeees e 16.3(7) -- 16.3
Weighted Average......cccccocevvvviivcccccceeeee 12.6 11.9 12.4

(1) Annualized Rental Revenue is June 1997 reatadrrue (base rent plus operating expense pasgt®pmultiplied by 12.

(2) Includes 74 service center properties.

(3) Includes 40 single-tenant properties comprigrggmillion rentable square feet and 10,152 rdatafuare feet leased but not occupied.
(4) Includes 25 single-tenant properties compridirgmillion rentable square feet and 66,330 rdatafjuare feet leased but not occupied.
(5) Includes seven single tenant properties conmgri®00,000 rentable square feet and 170,784 riensajoiare feet leased but not occupied.
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(6) Excludes Ivy Distribution Center. The Compamg lentered into an agreement to sell lvy Distrdnu€enter. Such sale is expected to
close by September 30, 1997.

(7) Excludes the Comeau Building, which is a histdrbuilding constructed in 1926 and renovate@l986. Of the 80 ACP Properties built
before 1990, 67 have been substantially renovattdrnvihe past five years. See " -- The ACP Prapsrt

PROPERTY LOCATIONS

Upon completion of the ACP Transaction, the Compaityown properties in 18 markets. The followirgpte sets forth certain information
about the Properties in each of the markets at 30n&997:

PERCENT OF
TOTAL
RENTABLE RENTABLE ANNUALIZE D PERCENT OF
OFFICE INDUSTRIAL TOTAL SQUARE SQUARE RENTAL TOTAL ANNUALIZED
PROPERTIES PROPERTIES (1) PROPERTIES FEET FEET REVENUE (2 ) RENTAL REVENUE
Research Triangle,

NC..ovvveeine 69 4 73 4,684,867 16.6% $60,708,3 37 19.1%
Tampa, FL........... 38 - 38 2,618,072 9.3 35,269,5 15 11.1
Atlanta, GA 35 30 65 4,312,917 15.4 35,716,8 88 11.2
South Florida, FL... 24 - 24 1,953,370 7.0 31,793,2 12 10.0
Piedmont Triad,

NC..ovvvieine 25 80 105 4,592,854 16.4 30,178,5 68 9.5
Nashville, TN....... 13 3 16 1,645,839 5.9 23,985,8 95 7.6
Orlando, FL......... 30 - 30 1,987,742 7.1 22,887,0 22 7.2
Jacksonville, FL.... 16 - 16 1,509,609 5.4 18,832,0 66 5.9
Charlotte, NC....... 14 16 30 1,375,122 4.9 13,572,6 90 4.3
Richmond, VA........ 17 1 18 943,689 3.4 12,767,9 35 4.0
Greenville, SC...... 7 2 9 805,915 2.9 9,464,0 21 3.0
Memphis, TN......... 7 - 7 466,362 17 8,649,8 36 2.7
Columbia, SC........ 7 - 7 423,001 15 5,550,0 45 17
Tallahassee, FL..... 1 - 1 244,676 0.9 3,158,8 00 1.0
Birmingham, AL...... 1 - 1 114,539 0.4 1,777,3 07 0.6
Norfolk, VA......... 1 1 2 178,827 0.6 1,553,4 77 0.5
Asheville, NC....... 1 1 2 124,177 0.4 1,136,4 76 0.4
Ft. Myers, FL....... 1 - 1 51,831 0.2 632,8 13 0.2

Total........ 307 138 445 28,033,409 100.0% $317,634,9 03 100.0%

(1) Includes 74 service center properties.
(2) Annualized Rental Revenue is June 1997 reatadrrue (base rent plus operating expense pasgt®pmultiplied by 12.
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TENANTS

Upon completion of the ACP Transaction, the Praogevill be leased to approximately 3,000 tenantich engage in a wide variety of
businesses. The following table sets forth infoiaratoncerning the 20 largest tenants of the Ptigseas of June 30, 1997:

PERCENT OF TOTAL
NUMBER ANNUALIZED ANNUALIZED

TENANT P ORTFOLIO (1) OF LEASES RENTAL REVENUE (2) RENTAL REVENUE (2)
1. , 14 $ 12,023,367 3.79%

2. H,A 42 11,364,429 3.58

3. HA 16 6,862,466 2.16

4, H,A 44 6,060,292 1.91

5. A 4 3,224,334 1.02

6. H 8 2,869,360 0.90

7. HA 11 2,428,690 0.76

8. Independent Life & Accident... A 1 2,160,000 0.68

9. Price Waterhouse............ccoeeeeveeenns H,A 3 2,138,427 0.67

10. BB&T.cceecieeieeiieeiens H 3 1,912,170 0.60

11. The Martin Agency, INC......c..cceuerene H 1 1,879,875 0.59

12. International Paper..........c.cccocuven. H 6 1,811,632 0.57

13. Jacobs-Sirrene Engineers, Inc.............. H 1 1,801,694 0.57

14. H.1.P. Health Plan of Florida A 10 1,777,906 0.56

15. Duke University..........ccccevvevrennnns H 5 1,743,889 0.55

16. Blue Cross & Blue Shield of NC............. H 7 1,708,580 0.54

17. Barclays American Mortgage H 3 1,665,378 0.52

18. ClintrialS...........cvvevveeeeveeennnnne. H 4 1,642,695 0.52

19. Cigna Health Plans, Inc..........c......... H 1 1,629,111 0.51

20. GTE..iiiiiiiieiieciieeiieens A 2 1,604,800 0.51

Total.ooeeeieeriececeeen 186 $ 68,309,095 21.51%

(1) H=Highwoods and A=ACP.
(2) Annualized Rental Revenue is June 1997 reatadrue (base rent plus operating expense pasgt®pmultiplied by 12.
LEASE EXPIRATIONS OF THE PROPERTIES

The following table sets forth scheduled lease ratioins for leases in place at the Properties dsioé 30, 1997, for each of the next 10 years
beginning with June 30, 1997, assuming no tenagoeses renewal options or is terminated due taudef

PERCENTAGE OF

RENTABLE TOTAL LEASED PERCENTAGE OF
SQUARE FEET SQUARE FEET ANNUALIZED TOTAL ANNUALIZED
NUMBER SUBJECT TO REPRESENTED BY RENTAL REVENUE RENTAL REVENUE
OF LEASES EXPIRING EXPIRING UNDER EXPIRING REPRESENTED BY
LEASE EXPIRING EXPIRING LEASES LEASES LEASES (1) EXPIRING LEASES
566 2,428,591 9.4% $ 24,405,298 7.7%
4,424,274 17.2 51,055,354 16.1
4,409,874 171 51,829,526 16.2
3,931,321 15.3 50,075,932 15.8
3,337,214 13.0 45,583,820 14.4
2,790,629 10.8 33,817,693 10.6
972,615 3.8 14,166,264 4.5
849,698 3.3 11,846,802 3.7
702,234 2.7 8,944,568 2.8
889,358 35 11,128,041 35
1,002,585 3.9 14,781,605 4.7
25,738,393 100.0% $317,634,903 100.0%

(1) Annualized Rental Revenue is June 1997 reataue (base rent plus operating expense pasgt®pmultiplied by 12.
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THE ACP PROPERTIES

The ACP Properties consist of 84 office buildingsdted in six metropolitan areas in Florida encossajpay a total of approximately 6.5
million rentable square feet. Sevemtine of the properties are suburban office buildingd comprise approximately 5.1 million squar¢ ¢
rentable space. The remaining five properties@ratéd in the central business districts of Orladdoksonville and West Palm Beach.

The ACP Properties generally were developed idatee1970s and early 1980s and have an averagef ageroximately 16 years (excluding
an 85,000-square foot historical property buill#26). Of the 80 ACP Properties built before 190have been renovated during the past
five years. The majority of the ACP Properties wacquired by ACP or its predecessors during thethese years, near the end of a
downturn in commercial real estate markets thatlted from the over-building of the 1980s. Mostlué ACP Properties are used for more
than one business activity. The ACP Propertiesiandar in quality to that of the Highwoods Propest They are primarily of brick or
concrete construction, having one to ten storidéth lwsh landscaped areas and sufficient parkingteir intended use. The ACP Properties
are well maintained and strategically located mesrsportation corridors. Other than regular maiatee operations, routine tenant
improvements and a planned renovation of Indepéer@ignare, the Company does not anticipate the sié¢e$ undertaking any significant
renovation or construction projects at any of ti&PAProperties in the near term.

Management of the ACP Properties is supervised ®p'é asset managers in regional offices. On-siteagement is conducted by ACP at all
of its properties. The Company intends to retdiofaACP's on-site managers following completiortleé ACP Transaction.

The following table sets forth information regamglithe ACP Properties:

TEN ANTS LEASING
25 % OR MORE OF
PERCENT PERCENT REN TABLE SQUARE
RENTABLE LEASED AT OCCUPIED AT FEET AT
NUMBER OF YEAR YEA R SQUARE JUNE 30, JUNE 30, JUNE 30,
PROPERTY BUILDINGS BUILT RENOV ATED FEET 1997 1997 1997
JACKSONVILLE PORTFOLIO
Three Oaks Plaza 3 1972 19 77 260,282 95.0% 94.5% N/A
Southpoint Building 1 1980 19 94 58,154 63.2 63.2 N/A
Reflections 2 1985 19 96 114,188 96.0 96.0 N/A
Independent Square 1 1975 19 98 676,021 63.3 44.9 Independen t Life & Accident
Life of the South 2 1964 19 95 75,960 57.3 57.3 Life Of Th e South
Building
Harry James Building 1 1982 N /A 30,961 91.9 91.9 AonRisk S ervices Inc. of FI.
CIGNA Building 1 1972 19 96 42,274 62.3 62.3 Insurance Co. Of North America
Belfort Park | 1 1988 19 96 60,897 97.4 97.4 ACR System s, Inc.
Belfort Park Il 1 1988 19 96 55,954 100.0 100.0 Mediaone
Belfort Park 111 2 1988 N /A 84,294 100.0 100.0 Xomed, Inc
JACKSONVILLE TOTAL OR
WEIGHTED AVERAGE 15 1,458,985 76.7% 68.1%
ORLANDO PORTFOLIO
Executive Point Towers 2 1978 19 97 124,833 83.9% 73.2% AT&T
One Winter Park 1 1982 19 92 62,212 80.7 80.7 N/A
Lakeview Office Park 6 1975 19 96 211,266 84.5 77.0 N/A
2699 Lee Road Building 1 1974 19 82 87,843 914 91.4 N/A
Premier Point North 1 1983 19 97 47,871 91.6 91.6 Muscato Co rporation
Premier Point South 1 1983 19 97 47,581 92.8 92.8 N/A
Skyline Center 1 1985 19 97 45,246 87.9 87.9 Hubbard Co nstruction Co.
The Palladium 1 1988 19 95 72,278 100.0 100.0 Westinghou se Electric
Corporate Square 4 1971 19 97 46,915 64.1 64.1 Valencia C ommunity College
ACP-W 6 1966-1992 19 94 315,515 100.0 100.0 AT&T
201 Pine Street Building 1 1980 19 94 236,866 97.4 97.4 N/A
CCC Building 1 1990 N /A 165,000 95.0 95.0 Campus Cru sade
Interlachen Village 1 1987 N /A 49,705 88.0 88.0 N/A
Signature Plaza 1 1982 19 94 273,815 100.0 100.0 N/A
ORLANDO TOTAL OR
WEIGHTED AVERAGE 28 1,786,946 93.1% 91.5%
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NUMBER OF YEAR YEA

PROPERTY BUILDINGS BUILT RENOV

SOUTH FLORIDA PORTFOLIO

The 1800 Eller Drive 1 1983 19
Building

The Comeau Building 1 1926 19

Emerald Hills Executive 1 1979 19
Plaza |

Emerald Hills Executive 1 1979 19
Plaza ll

Venture Corporate Center 1 1982 19
|

Venture Corporate Center 1 1982 19
Il

Venture Corporate Center 1 1982 19
1

The Atrium at Coral 1 1984 19
Gables

Dadeland Towers North 3 1972 19
2828 Coral Way 1 1985 N
Centrum Plaza 1 1988 19
Pine Island Commons 1 1985 19
Atrium West 1 1983 19
Palm Beach Gardens 2 1984 19
Corporate Square 3 1981 N
Design Center 1 1986 N

SOUTH FLORIDA TOTAL OR
WEIGHTED AVERAGE 21
TALLAHASSEE PORTFOLIO
Blairstone Building 1 1994 N
FT. MYERS PORFOLIO
Sunrise Office Center 1 1974 19
TAMPA PORTFOLIO

Crossroads 1 1981 19
5310 Cypress Center 1 1982 19
Drive
5400 Gray Street 1 1973 19
Lakeside 1 1978 19
Parkside 1 1979 19
Horizon 1 1980 19
Pavillion 1 1982 N
Spectrum 1 1984 19
Lakepoint | 1 1986 N
Grand Plaza 3 1985 19
Lakeside Technology 4 1984 19
Tampa Telecom 2 1991 N

TAMPA TOTAL OR
WEIGHTED AVERAGE 18
TOTAL OR WEIGHTED
AVERAGE OF ALL ACP
PROPERTIES 84

R

TEN
25
PERCENT PERCENT REN
RENTABLE LEASED AT OCCUPIED AT
SQUARE JUNE 30, JUNE 30,

ATED FEET 1997 1997

96

96
92

92

92

92

92

100,509 99.0% 99.0% Renaissanc

85,060 73.0 713 N/A
62,806 97.3 97.3 N/A

74,141 91.3 86.6 Sheridan H
82,996 955 95.5 Conroy, Si

84,328 98.7 89.8 H.L.P.Hea
Michael Sw
83,443 100.0 100.0 H.I.P. Hea

163,968 95.8 95.8 Prosource

243,013 89.7 88.4 N/A
60,779 94.0 94.0 Spanish Ra
41,414 100.0 100.0 N/A
60,087 93.0 93.0 N/A

91,375 93.0 93.0 Federal Go
67,657 92.0 92.0 N/A

88,979 94.0 94.0 ValenciaC
57,500 100.0 100.0 N/A

1,448,055 93.5% 92.4%
244,676 100.0%  100.0% State of F
51,831 72.4% 72.4% N/A

74,729 62.0% 62.0% N/A

49,578 94.0 94.0 Fireman's
Pitney Bow

5,408 100.0 100.0 The Wacken
91,555 100.0 100.0 American P
102,046 100.0 100.0 IBM
92,338 92.8 92.8 IBM
144,166 100.0 100.0 IBM
146,994 100.0 100.0 IBM
229,358 99.7 99.7 IBM/Price
238,305 94.0 94.0 N/A
147,944 92.0 92.0 NationsBan
137,738 100.0 100.0 GTE

1,460,159 95.6% 95.6%

6,450,652 90.2% 87.5%
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MANAGEMENT

The following table sets forth certain informatiatth respect to the directors and executive offaarthe Company:

NAME AGE PRINCIPAL OCCUPAT IONS AND OTHER DIRECTORSHIPS

O. Temple Sloan, Jr. 58 Director and Chai rman of the Board of Directors. Mr. Sloan is a foun der
of the predecesso r of the Company. Mr. Sloan is a director of
NationsBank, N.A. Mr. Sloan also serves as chairman of General Parts ,
Inc., a nationwid e distributor of automobile replacement parts, whic h he
founded.

Ronald P. Gibson 53 Director, Preside nt and Chief Executive Officer. Mr. Gibson is a fou nder
of the Company an d has served as president or managing partner of it S
predecessor since its formation in 1978.

John L. Turner 51 Director, Vice Ch airman of the Board of Directors and Chief Investme nt
Officer. Mr. Turn er co-founded Forsyth's predecessor in 1975.

John W. Eakin 42 Director and Seni or Vice President. Mr. Eakin is responsible for
operations in Ten nessee and Alabama. Mr. Eakin was the founder and
president of Eaki n & Smith, Inc. prior to its merger with the Compan y.

Gene H. Anderson 52 Director and Seni or Vice President. Mr. Anderson manages the operati ons
of the Company's Georgia properties. Mr. Anderson was the founder an d
president of Ande rson Properties, Inc. prior to its merger with the
Company.

William T. Wilson Il 43 Director. Mr. Wil son served as executive vice president of the Compa ny
from February 199 5 until June 1997. Mr Wilson joined Forsyth in 1982 and
served as its pre sident from 1993 until its merger with the Company.

Thomas W. Adler 56 Director. Mr. Adl er is a principal of Cleveland Real Estate Partners ,a
fee-based real es tate service company. Mr. Adler has served as a mem ber
of the executive committee and board of governors of the National
Association of Re al Estate Investment Trusts ("NAREIT") and he was
national presiden tin 1990 of the Society of Industrial and Office
Realtors.

William E. Graham, Jr. 67 Director. Mr. Gra ham is a lawyer in private practice with the firm o f
Hunton & Williams . Mr. Graham was a board member, vice chairman and
general counsel 0 f Carolina Power & Light Company. Mr. Graham serves on
the Raleigh board of directors of NationsBank and the board of direc tors
of BB&T Mutual Fu nds Group.

L. Glenn Orr, Jr. 57 Director. Mr. Orr is a director of Southern National Corporation and was
its chairman of t he board of directors, president and chief executiv e
officer prior to its merger with Branch Banking and Trust.

Willard H. Smith Jr. 60 Director. Mr. Smi th was a managing director of Merrill Lynch. Mr. Sm ith
is @ member of th e board of directors of Cohen & Steers Realty Share S,
Cohen & Steers Re alty Income Fund, Cohen & Steers Special Equity Fun d,
Inc., Cohen & Ste ers Total Return Realty Fund, Cohen & Steers Equity
Income Fund, Esse x Property Trust, Inc., Realty Income Corporation a nd

Willis Lease Fina

ncial Corporation.
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NAME
Stephen Timko

Edward J. Fritsch

AGE PRINCIPAL OCCUPAT
69 Director. Mr. Tim
connection with t
served as associa
University.
38 Senior Vice Presi

IONS AND OTHER DIRECTORSHIPS

ko joined the Board of Directors in February 1995 i

he Company's acquisition of Research Commons. He ha
te vice president of financial affairs for Temple

dent and Secretary. Mr. Fritsch is responsible for

operations in Nor th Carolina, Georgia, Virginia and South Carolina. Mr.
Fritsch joined th e Company in 1982.
Carman J. Liuzzo 36 Vice President, C hief Financial Officer and Treasurer. Prior to join ing

Mack D. Pridgen, Il

the Company, Mr.
for Boddie-Noell
Properties, Inc.

47 Vice President an
Pridgen was a par

Liuzzo was vice president and chief accounting offi
Enterprises, Inc. and Boddie-Noell Restaurant

Mr. Liuzzo is a certified public accountant.

d General Counsel. Prior to joining the Company, Mr
tner with Smith Helms Mulliss & Moore, L.L.P.

cer

In addition, upon completion of the ACP Transactideimes R. Heistand, president of ACP, will becarsenior vice president of the
Company responsible for the Company's Florida dgimeraand will become an advisory member of the Gamy's investment committee.
Within one year of the ACP Transaction, Mr. Heistéexpected to join the Company's Board of Daecand become a voting member of
the investment committee.

CONCURRENT COMMON STOCK OFFERING

At or about the time of the Offering, the Compasipffering 7,000,000 shares of Common Stock (8@#Dshares if the Common Stock
underwriters' over-allotment options are exercisefll). The closing of the Offering is not conidibed upon the closing of the Common
Stock Offering, nor is the closing of the CommoacktOffering conditioned upon the closing of thdedihg.

USE OF PROCEEDS

The net cash proceeds to the Company of the S@ieferred Shares offered hereby are expected &pproximately $145.1 million
(approximately $166.9 million if the Underwriteosler-allotment option is exercised in full). Ther@oany intends to contribute or otherwise
transfer the net proceeds of the sale of the SBrieeferred Shares to the Operating Partnerstegdhange for Series B Preferred Units in
the Operating Partnership, the economic terms aéhwhill be substantially identical to the Serie®Beferred Shares. The Operating
Partnership will be required to make all requirédributions on the Series B Preferred Units (whigh mirror the payments of distributions,
including accrued and unpaid distributions uporeregtion, and of the liquidation preference amoumthe Series B Preferred Shares) prior
to any distribution of cash or assets to the hasld¢iCommon Units or to the holders of any othégnests in the Operating Partnership, ex
for any other series or preference units ranking arity with the Series B Preferred Units asistrithutions and/or liquidation rights and
except for distributions required to enable the @any to maintain its qualification as a REIT. Thenfpany intends to use the net proceeds
of the Offering, together with the net proceedsrfithie Common Stock Offering, to (i) fund the $24liom cash portion of the purchase price
of the ACP Transaction and (ii) to repay approxeha$353.5 million of mortgages to be assumed imeation with the ACP Transaction.
The mortgages bear a weighted average interesbr8td% per annum. Pending such uses, the ne¢pdsanay be invested in short-term,
investment grade, income producing investments asatommercial paper, government securities or gnoreket funds that invest in
government securities.
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CAPITALIZATION

The following table sets forth the capitalizatidrttee Company as of June 30, 1997 and on a proddrasis assuming that each of the
following occurred as of June 30, 1997: (i) thaizsce and sale of 6,000,000 Series B PreferreceShad the application of the net proceeds
therefrom as described under "Use of Proceed}th@iissuance and sale of 7,000,000 shares of @onStock in the Common Stock

Offering at an assumed offering price of $35 perstand the application of the net proceeds trmref(iii) the ACP Transaction and (iv) the
August 1997 Offering. The capitalization table dddae read in conjunction with the Company's firiahstatements and notes thereto,
"Management's Discussion and Analysis of FinarnCidition and Results of Operations" and the hisabfinancial statements and pro
forma financial statements and notes thereto réggttie ACP Transaction included in the Companyle€ht Report on Form 8-K dated
August 27, 1997, all of which is incorporated herey reference.

JUNE 30, 1997
HISTORICAL P RO FORMA
(IN THOUSANDS)

Debt:
Revolving LO@N.......cccovviviiieiiiiceeees e $ - $ 13,209
Mortgage NOteS.....covveeveveviiiiiiiiee 337,473 427,866
6 3/4% Notes due 2003........ccccocvevvceencees e 100,000 100,000
7% Notes due 2006........cccceevevevcieeiceeee e 110,000 110,000
Exercisable Put Option Notes due 2011 (1)........ e, 100,000 100,000
Total debt....coviiiiiiiice e 647,473 751,075
Minority interest in the Operating Partnership..... 171,759 270,452
Stockholders' equity:
Preferred Stock, $.01 par value; 10,000,000 autho rized
8 5/8% Series A Cumulative Redeemable Preferre d Shares
(liquidation preference $1,000 per share), 1 25,000 shares
issued and outstanding........cccccceeeeeee. 125,000 125,000
8% Series B Cumulative Redeemable Preferred Sh ares (liquidation
preference $25 per share), 0 shares and 6,00 0,000 shares,
respectively, issued and outstanding........ -- 150,000
Common Stock, $.01 par value; 100,000,000 authori zed, 35,931,307
shares and 44,821,649 shares, respectively, is sued and outstanding
(2) e e 359 448
Additional paid-in capital............cocccceee.. 783,442 1,070,858
Accumulated defiCit......ccooevvvviiiiiieeee s (18,706) (18,706)
Total stockholders' equity......ccccccceeeeeee e 890,095 1,327,600
Total capitalization.........cccceevveeeee. $1,709,327 $ 2,349,127

(1) On June 24, 1997, a trust formed by the Opmga®iartnership sold $100 million of X-POSSM, whiepresent fractional undivided
beneficial interests in the trust. The assets etthst consist of, among other things, $100 mmillid the Put Option Notes. The X-POSSM
bear an interest rate of 7.19% and mature on Jon20D4, representing an effective borrowing c6é3t09%, net of a related put option and
certain interest rate protection agreement costgetcertain circumstances, the Put Option Notesdcalso become subject to early maturity
on June 15, 2004.

(2) Excludes (a) 7,068,830 (historical) and 10,%63,(pro forma) shares of Common Stock that maigsieed upon redemption of Common
Units (which are redeemable by the holder for aaslat the Company's option, shares of Common Stack one-for-one basis) issued in
connection with the formation of the Company anldlsgguent property acquisitions, including the AG&n8action, (b) 2,500,000 shares of
Common Stock reserved for issuance upon exercisptafns granted pursuant to the Amended and Reki#94 Stock Option Plan, (c)
1,729,290 shares of Common Stock that may be isspex the exercise of outstanding warrants gratategrtain officers in connection with
certain property acquisitions, including the ACRisaction, (d) 354,000 shares of Common Stockntlagtbe issued upon redemption of
Common Units that may be issued in connection e&tttain property acquisitions and (e) 40,542 shaf&@ommon Stock that may be issued
pursuant to earn-out provisions in an acquisitigreament.
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SELECTED FINANCIAL DATA

The following table sets forth selected financiadl @perating data for the Company on a historindlapro forma basis. Historical operating
data for the year 1994 is presented from June 494,1the commencement of the Company's operafidrespro forma operating data for the
year ended December 31, 1996 has been derivecetgpiiiication of pro forma adjustments to the Camyfsaaudited consolidated financ
statements incorporated herein by reference andreessthat the following transactions all occurred®January 1, 1996: (i) the merger with
Eakin & Smith, Inc. and its affiliates, (ii) thesisance of 11,500,000 and 250,000 shares of Commock 8he "Summer 1996 Offerings"),

(iii) the merger with Crocker Realty Trust, Indy)(the issuance of the 2003 Notes and the 200&$\¢v) the issuance of 2,587,500, 611,626,
344,752 and 137,198 shares of Common Stock (theéiber 1996 Offerings"), (vi) the acquisition offey Center Office Park and an
affiliated property portfolio (the "Century CenfBransaction"), (vii) the merger with Anderson Pndj@s, Inc. and its affiliates (the "Anders
Transaction"), (viii) the issuance of 125,000 SeAePreferred Shares (the "Series A Preferred Off&), (ix) the issuance of X-POSSM (the
"X-POSSM Offering"), (x) the August 1997 Offerin@j) the ACP Transaction, (xii) the Common StocKedihg and (xiii) this Offering. The
pro forma balance sheet data as of June 30, 199Bden derived by the application of pro forma stiifents to the Company's unaudited
consolidated financial statements incorporatedihdrg reference and assumes that the August 198#i@y, the ACP Transaction, the
Common Stock Offering and this Offering occurredfdune 30, 1997. The pro forma operating datdh®isix months ended June 30, 1997
has been derived by the application of pro fornjasithents to the Company's unaudited consolidatead¢ial statements incorporated he
by reference and assumes that the Century Cerdaesaction, the Anderson Transaction, the SeriesefeRed Offering, the X-POSSM
Offering, the August 1997 Offering, the ACP Trangat, the Common Stock Offering and this Offerirggorred as of January 1, 1996. The
pro forma information is based upon certain assigngtthat are set forth in the notes thereto inetliderein and in the pro forma financial
statements incorporated by reference herein. Toidopma financial information is unaudited and @& necessarily indicative of what the
financial position and results of operations of @@mpany would have been as of and for the peiiatisated, nor does it purport to repres
the future financial position and results of opierad for future periods.

The following information should be read in conjtion with the financial statements and notes tleer#lanagement's Discussion and
Analysis of Financial Condition and Results of Ggiems" and the historical financial statements arodforma financial statements and nc
thereto regarding the ACP Transaction includedhéan@ompany's Current Report on Form 8-K dated Augus1997, all of which is
incorporated herein by reference.
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UNAUDITED UNAUDITE D

PRO FORMA HISTORIC AL
SIX MONTHS UNAUDITED JUNE 14,
ENDED SIX MONTHS ENDED PRO FORMA YEAR ENDED YEAR EN DED 1994 TO
JUNE 30, JUNE 30 , YEAR ENDED DECEMBER 31, DECEMBER 31, DECEMBER 31,
1997 1997 1996 DECEMBER 31,1996 1996 1995 1994
(D OLLARS IN THOUSANDS EXCEPT PER SHARE AMOUNTS)
OPERATING DATA:
Total revenue......... $165,392 $ 119,559 $ 51,437 $ 293,756 $ 137,926 $735 22 $19,442
Rental property
operating
expenses (1)........ 51,570 31,588 13,195 108,780 35,313 17,0 49 5,110
General and
administrative...... 4,284 4,284 2,134 6,137 5,666 2,7 37 810
Interest expense...... 25,451 23,638 9,074 49,569 26,610 13,7 20 3,220
Depreciation and
amortization........ 26,628 19,900 7,898 49,343 22,095 11,0 82 2,607
Income before minority
interest............ 57,459 40,149 19,136 79,927 48,242 28,9 34 7,695
Minority interest..... (10,515) (6,424) (3,324) (14,627) (6,782) (4,9 37) (808)

Income before

extraordinary

item....ccooevveene 46,944 33,725 15,812 65,300 41,460 23,9 97 6,887
Extraordinary

item-loss on early

extinguishment of

debt................ - (3,337) - -- (2,140) 8 75) (1,273)
Net income............ 46,944 30,388 15,812 65,300 39,320 23,1 22 5,614
Dividends on Series A

Preferred Shares.... (5,391) (4,102) - (10,781) - - -
Dividends on Series B

Preferred Shares.... (6,000) - - (12,000) -- - -
Net income available

for common

stockholders........ $ 35553 $ 26,286 $ 15,812 $ 42519 $ 39,320 $23.1 22 $ 5614
Net income per common

share............... $ 079 $ 074 % 080 $ 094 $ 151 $ 1. 49 $ 0.63

BALANCE SHEET DATA
(AT END OF PERIOD):
Real estate, net of

accumulated

depreciation........ $2,281,751 $1,664,751 $ 721,155 - $1,377,874 $593,0 66  $207,976
Total assets.......... 2,387,838 1,737,538 972,536 - 1,443,440 621,1 34 224,777
Total mortgages and

notes payable....... 751,075 647,473 214,058 - 555,876  182,7 36 66,864

OTHER DATA:
FFO(2)...ccveevnennn 72,696 55,947 27,289 106,772 70,620 40,0 16 10,302
Cash flow provided by
(used in) (3)
Operating
activities........ 80,805 54,807 27,508 118,787 71,317 43,1 69 13,150
Investing
activities........ (715,025) (98,025) (67,578) (1,298,851) (486,867) (136,0 32) (107,363)
Financing
activities........ 551,726 41,052 260,388 1,069,562 419,782 93,4 43 100,471
EBIDA (4)........... 109,538 83,687 36,108 178,839 96,947 53,7 36 13,522

Ratio of earnings to

combined fixed

charges and

preferred stock

dividends (5)....... 2.43 x 2.29x 2.68x 2.02x 2.53x 3. 11x 3.39x
Ratio of FFO before

fixed charges to

fixed charges (6)... 2.85x 2.85x 3.51x 2.37x 3.33x 4. 31x 5.15x
Number of in-service

properties.......... 445 361 201 445 292 1 91 44
Total rentable square

feet...ornenn. 28,033,000 21,583,000 10 ,385,000 28,033,000 17,455,000 9,215,0 00 2,746,000

(1) Rental property operating expenses includeisalareal estate taxes, insurance, repairs andtemaince, property management, security,
utilities, leasing, development, and constructinpesmses.

(2) Funds From Operations ("FFQO") is defined asimaime, computed in accordance with generally pteckaccounting principles
("GAAP"), excluding gains (losses) from debt restning and sales of property, plus depreciaticth@mortization and after adjustments for
unconsolidated partnerships and joint ventures.dgament generally considers FFO to be a usefuidinhperformance measurement of an
equity REIT because, together with net income ast ¢lows, FFO provides investors with an additido@sis to evaluate the ability of a
REIT to incur and service debt and to fund acgois& and other capital expenditures. FFO doesapesent net income or cash flows from
operating, investing or financing activities asidedfl by GAAP. It should not be considered as agr@ditive to net income as an indicator of
the Company's operating performance or to cashsflasva measure of liquidity. FFO does not meashether
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cash flow is sufficient to fund all cash needsuwdhg principal amortization, capital improvemeatsd distributions to partners. Further,
funds from operations statistics as disclosed hgroREITs may not be comparable to the Companicsiledion of FFO.

(3) Reflects the Company's cash flows and pro facash flows from operating, investing and financaagvities. Pro forma cash flows from
operating activities represents net income plusrime allocable to minority interest, depreciationeital properties and amortization of
deferred expenses, line of credit fees and theafagtwinding certain interest rate swap agreeméiitere are no pro forma adjustments for
changes in working capital items.

(4) EBIDA means earnings before interest expensgratiation, amortization and minority interesteT®ompany believes that in addition to
cash flows and net income, EBIDA is a useful finahperformance measurement for assessing the topgerformance of an equity REIT
because, together with net income and cash floBH)E provides investors with an additional basiet@luate the ability of a REIT to incur
and service debt and to fund acquisitions and atapital expenditures. To evaluate EBIDA and tkads it depicts, the components of
EBIDA, such as rental revenues, rental expensabestate taxes and general and administrativensgse should be considered. See
"Management's Discussion and Analysis of Finarn€@idition and Results of Operations" incorporatgddference in the accompanying
Prospectus. Excluded from EBIDA are financing casish as interest as well as depreciation and @ation, each of which can significan
affect a REIT's results of operations and liquiditd should be considered in evaluating a REITesaimg performance. Further, EBIDA
does not represent net income or cash flows froemadjmg, financing and investing activities as defi by GAAP and does not necessarily
indicate that cash flows will be sufficient to fundsh needs. It should not be considered as anatitee to net income as an indicator of the
Company's operating performance or to cash flonsmagasure of liquidity.

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

(6) The ratio of FFO before fixed charges to fixddrges is calculated as FFO plus fixed chargess{gting primarily of interest expense),
excluding amortization of debt discount and deféfieancing fees divided by fixed charges. The Camypbelieves that in addition to the
ratio of earnings to fixed charges, this ratio pdeg a useful measure of a REIT's ability to servis debt because of the exclusion of non-
cash items such as depreciation and amortizatin the definition of FFO. This ratio differs fronzAAP-based ratio of earnings to fixed
charges and should not be considered as an altertathat ratio. Further, funds from operatiotetistics as disclosed by other REITs may
not be comparable to the Company's calculation~.F
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DESCRIPTION OF SERIES B PREFERRED SHARES

This description of the particular terms of thei€&eB Preferred Shares supplements, and to thatartmnsistent therewith replaces, the
description of the general terms and provisionthefPreferred Stock set forth in the accompanyimgectus, to which description reference
is hereby made.

GENERAL

The Company is authorized to issue up to 10,000sb@@es of preferred stock, $.01 par value peeslraone or more series, with such
designations, powers, preferences and rights oflthees of such series and the qualificationstdinns or restrictions thereon, including,
not limited to, the fixing of the dividend rightdividend rate or rates, conversion rights, votigipts and terms of redemption (including
sinking fund provisions), the redemption price acgs, and the liquidation preferences, in eack,daany, as the Board of Directors of the
Company may determine by adoption of an applicaltieles of amendment (a "Designating Amendmeitthe Company's Amended and
Restated Articles of Incorporation (the "Articlefsliacorporation™), without any further vote or amtiby the stockholders. See "Description of
Preferred Stock -- Terms" in the accompanying Rrosfs.

On September 22, 1997, a form of Designating Amesrdrwas adopted determining the terms of a sefipseferred stock consisting of ug
6,900,000 shares, designated 8% Series B CumuR#&deemable Preferred Shares. The following sumuofathe terms and provisions of -
Series B Preferred Shares does not purport to in@lete and is qualified in its entirety by refererio the pertinent sections of the Articles of
Incorporation and the Designating Amendment desiggdhe Series B Preferred Shares, each of whiavailable from the Company.

The Company intends to contribute or otherwisestierthe net proceeds of the sale of the SerieefPed Shares to the Operating
Partnership in exchange for Series B Preferredsiinithe Operating Partnership (the "Series B PrfieUnits"), the economic terms of
which will be substantially identical to the Ser@#referred Shares. The Operating Partnershipbeillequired to make all required
distributions on the Series B Preferred Units (\Wwhigll mirror the payments of distributions, inciad accrued and unpaid distributions upon
redemption, and of the liquidation preference amafdithe Series B Preferred Shares) prior to asiribution of cash or assets to the holders
of the Common Units or to the holders of any oihtegrests in the Operating Partnership, excepamyrother series of preference units
ranking on a parity with the Series B Preferredttlas to distributions and/or liquidation rightslaxcept for distributions required to enable
the Company to maintain its qualification as a REIT

None of the Series A Preferred Shares, the Serleeferred Shares, the Series A Preferred UnitserOperating Partnership, the Serie
Preferred Units or any of the debt of the OperaBagnership contain any provisions affording hodde the Series B Preferred Shares
protection in the event of a highly leveraged dreottransaction that might adversely affect holdéiSeries B Preferred Shares.

With respect to the payment of dividends and an®upbn liquidation, the Series B Preferred Shaitsamk PARI PASSU with the Series
A Preferred Shares and any other equity secunfitise Company the terms of which provide that seghity securities rank on a parity with
the Series B Preferred Shares and will rank seaitre Common Stock and any other equity securitiegke Company which by their terms
rank junior to the Series B Preferred Shares. Bescription of Series A Preferred Shares" and "Bpson of Preferred Stock Rank" in the
accompanying Prospectus.

The registrar, transfer agent and dividends dishgragent for the Series B Preferred Shares wilribgt Union National Bank, Charlotte,
North Carolina

DIVIDENDS

Holders of the Series B Preferred Shares shalhtiiesl to receive, when and as authorized by tbar8 of Directors, out of funds legally
available for the payment of dividends, cumulatiesh dividends at the rate of 8% of the $25 liqtiiepreference per annum (equivalent to
$2.00 per annum per share). Such dividends shallea@and be cumulative from the date of originsligce and shall be payable quarterly in
arrears on March 15, June 15, September 15 andhibexel 5 of each year or, if such day is not a lassirday, the succeeding business day
(each, a "Dividend Payment Date"). The first dividen
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the Series B Preferred Shares will be paid on Déeerh5, 1997. Any dividend payable on the Seriéa&erred Shares for any partial
dividend period will be computed on the basis 868-day year consisting of twelve 30-day monthsid&inds will be payable to holders of
record as they appear in the share records of ohep@ny at the close of business on the applic&slerd date, which shall be the first day of
the calendar month in which the applicable Divid®agyment Date falls or such other date designatetdeoBoard of Directors of the
Company for the payment of dividends that is notaertban 30 nor less than 10 days prior to suchdeivil Payment Date (each, a "Dividend
Record Date").

No dividends on the Series B Preferred Shares Beaduthorized by the Board of Directors of the @any or be paid or set apart-

payment by the Company at such time as the terghprvisions of any agreement of the Company (erQperating Partnership, as to the
Series B Preferred Units), including any agreemelating to its indebtedness, prohibits such aightion, payment or setting apart for
payment or provides that such authorization, payroesetting apart for payment would constitutaealh thereof or a default thereunder, or
if such authorization or payment shall be restdaie prohibited by law.

Notwithstanding the foregoing, dividends on thei&eB Preferred Shares will accrue whether or m@tQompany has earnings, whethe
not there are funds legally available for the paytaé such dividends and whether or not such divitdeare authorized. Accrued but unpaid
dividends on the Series B Preferred Shares wilbeat interest and holders of the Series B Prafedtares will not be entitled to any
dividends in excess of full cumulative dividendsdascribed above. See "Description of PreferredkStoDividends" in the accompanying
Prospectus.

The Operating Partnership will be required to malkeequired distributions to the Company that wwiliror the Company's payment of
dividends on the Series B Preferred Shares (inefudccrued and unpaid dividends upon redemptiahpéthe liquidation preference amo:
of the Series B Preferred Shares) prior to anyiligion of cash or assets to the holders of then@on Units or to the holders of any other
interests in the Operating Partnership, excepdifiributions required in connection with any otsbares of the Company ranking senior t
on a parity with the Series B Preferred Shares a$vidends and/or liquidation rights and exceptdistributions required to enable the
Company to maintain its qualification as a REITeTdnedit agreement for the Revolving Loan incluc@genants which restrict the ability of
the Company to declare and pay dividends. In gémduang any fiscal year the Company may onlyrilisite up to 100% of the Company's
cash available for distribution (as defined in ¢thedit agreement). The credit agreement contaiospions to these limitations to allow the
Operating Partnership to make distributions necggsaallow the Company to maintain its status &EdT. The Company does not believe
that this covenant will adversely affect the apibtf the Operating Partnership to make distribigionan amount sufficient to permit the
Company to pay dividends with respect to the S@i€seferred Shares.

Any dividend payment made on the Series B Prefetates shall first be credited against the eadiesrued but unpaid dividend due with
respect to such shares which remains payable.

LIQUIDATION PREFERENCE

In the event of any liquidation, dissolution or @ing up of the affairs of the Company, the hold#rthe Series B Preferred Shares are en
to be paid out of the assets of the Company legafailable for distribution to its stockholdersuidating distributions in cash or property at
its fair market value as determined by the CommaBgard of Directors in the amount of a liquidatpmeference of $25 per share, plus an
amount equal to any accrued and unpaid dividentisetdate of such liquidation, dissolution or wimglup, before any distribution of asset
made to holders of Common Stock or any other chglitares that rank junior to the Series B Prefe8ledres as to liquidation rights. After
payment of the full amount of the liquidating dilstitions to which they are entitled, the holders$efies B Preferred Shares will have no 1
or claim to any of the remaining assets of the Camyp The consolidation or merger of the Compan witinto any other entity or the sale,
lease, transfer or conveyance of all or substdytdll of the property or business of the Companglisnot be deemed to constitute a
liquidation, dissolution or winding up of the Conmya For further information regarding the rightstioé holders of Series B Preferred Shares
upon the liquidation, dissolution or winding uptbé Company, see "Description of Preferred Stotkquidation Preference" in the
accompanying Prospectus.
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REDEMPTION

The Series B Preferred Shares are not redeemabta@September 25, 2002. On and after Septenthe2@2, the Company, at its option
upon not less than 30 nor more than 60 days' writtgice, may redeem the Series B Preferred Sharesole or in part, at any time or from
time to time, in cash at a redemption price of $@B6share, plus accrued and unpaid dividends theieany, to the date fixed for redemption
(except as provided below), without interest, ® ¢ixtent the Company has funds legally availatdectior. The redemption price of the Series
B Preferred Shares (other than any portion thezens$isting of accrued and unpaid dividends) stedid solely from the sale proceeds of
other capital stock of the Company and not from @tfmer source. For purposes of the preceding seatéoapital stock” means any common
stock, preferred stock, depositary shares, intgrestticipation, or other ownership interests (beer designated) and any rights (other than
debt securities convertible into or exchangeahieémity securities) or options to purchase anghefforegoing. Holders of Series B Prefer
Shares to be redeemed shall surrender such shahespdace designated in such notice and shahitided to the redemption price and any
accrued and unpaid dividends payable upon suctmgtiten following such surrender. If notice of redgion of any Series B Preferred
Shares has been given and if the funds necesgasydh redemption have been set aside by the Coniparust for the benefit of the holders
of any Series B Preferred Shares so called fomngtien, then from and after the redemption datédéds will cease to accrue on such
Series B Preferred Shares, such shares shall geritye deemed outstanding and all rights of thddrslof such shares will terminate, except
the right to receive the redemption price. If fewen all of the outstanding Series B Preferred&hare to be redeemed, the Series B
Preferred Shares to be redeemed shall be seleatedtp (as nearly as may be practicable withceatang fractional Series B Preferred
Shares) or by any other equitable method deterntiggtie Company. See "Description of Preferred ISto®Redemption” in the
accompanying Prospectus.

Notice of redemption will be given by publicationa newspaper of general circulation in the CitjNefv York, such publication to be ma
once a week for two successive weeks commencinigs®than 30 nor more than 60 days prior to tHemgption date. A similar notice
furnished by the Company will be mailed by the ségir, postage prepaid, not less than 30 nor ninaire 80 days prior to the redemption date,
addressed to the respective holders of recordeoBtries B Preferred Shares to be redeemed atékprctive addresses as they appear ¢
share transfer records of the registrar. No faitargive such notice or any defect thereto or enrtiailing thereof shall affect the validity of
proceedings for the redemption of any Series BdPredl Shares except as to the holder to whom netisedefective or not given. Each no
shall state: (i) the redemption date; (ii) the rag&on price; (iii) the number of Series B Prefer@hares to be redeemed; (iv) the place or
places where the Series B Preferred Shares amgorbendered for payment of the redemption péoe,;

(v) that dividends on the shares to be redeeméda®alse to accrue on such redemption date. If fthweer all the Series B Preferred Shares
held by any holder are to be redeemed, the notatedcto such holder shall also specify the nundf&eries B Preferred Shares to be
redeemed from such holder.

The holders of Series B Preferred Shares at thee @bbusiness on a Dividend Record Date will léled to receive the dividend payable
with respect to the Series B Preferred Shares@udiresponding Dividend Payment Date notwithstagttie redemption thereof between
such Dividend Record Date and the correspondingdBnd Payment Date or the Company's default irpetyenent of the dividend due.
Except as provided above, the Company will makeaament or allowance for unpaid dividends, whetarot in arrears, on Series B
Preferred Shares to be redeemed.

The Series B Preferred Shares have no stated tyadnd will not be subject to any sinking fund camdatory redemption provisions (except
as provided under " -- Restrictions on Ownershigoty).

VOTING RIGHTS

Except as indicated below or in the accompanyimgBctus, or except as otherwise from time to teg@ired by applicable law, the holders
of Series B Preferred Shares will have no votigts.

On any matter on which the Series B Preferred Shame entitled to vote (as expressly provided heseias may be required by law),
including any action by written consent, each SeliePreferred Share shall
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be entitled to one vote. With respect to each S&i€referred Share, the holder thereof may de@gnproxy, with each such proxy having
the right to vote on behalf of such holder.

If dividends on the Series B Preferred Sharesraagrears for six or more quarterly periods, whethienot such quarterly periods are
consecutive, holders of the Series B PreferredeSh@oting separately as a class with all otheéesaf preferred stock upon which like
voting rights have been conferred and are exeregalbll be entitled to vote for the election ofdvadditional directors to serve on the Board
of Directors of the Company until all dividend arages have been paid.

For further information regarding the voting rigltsthe holders of the Series B Preferred Shaess;Bescription of Preferred Stock --
Voting Rights" in the accompanying Prospectus.

CONVERSION
The Series B Preferred Shares are not convertibbeor exchangeable for any other property or sgesiof the Company.
RESTRICTIONS ON OWNERSHIP

For information regarding restrictions on ownersbiphe Series B Preferred Shares, see "Descripfiélreferred Stock -- Restrictions on
Ownership" and "Description of Common Stock -- @ertProvisions Affecting Change of Control" in thecompanying Prospectus.

CERTAIN FEDERAL INCOME TAX CONSIDERATIONS

The following summary of certain federal income taxsiderations is based on current law, is foegarinformation only, and is not tax
advice. This discussion does not purport to detil all aspects of taxation that may be relevampaudicular stockholders in light of their
personal investment or tax circumstances, or ttatetypes of stockholders (including insurance panies, tax-exempt organizations,
financial institutions or broker dealers, foreigmrmorations and persons who are not citizens éaeats of the United States) subject to
special treatment under the federal income tax.l&waddition, this section does not discuss faregjate or local taxation.

This Prospectus Supplement does not address thgaiaof the Company or the impact on the Compdnts@lection to be taxed as a REIT.
Such matters are addressed in the accompanyingdetas under "Federal Income Tax Consideratiofsxation of the Company as a
REIT." Prospective investors should consult, andtndepend on, their own tax advisors regardingtate, local, foreign and other tax
consequences of holding and disposing of SerieeeReRed Shares.

DIVIDENDS AND OTHER DISTRIBUTIONS. For a discussioagarding the taxation of dividends and otherrithigtions, see "Federal
Income Tax Considerations -- Taxation of U.S. Skmitters" and " -- Special Tax Considerations fonNaS. Stockholders" in the
accompanying Prospectus. In determining the extewhich a distribution on the Series B Preferrbdr®s constitutes a dividend for tax
purposes, the earnings and profits of the Compadlhyp&vallocated first to distributions with respéc the Series B Preferred Shares and then
to distributions with respect to the Common Stock.

BACKUP WITHHOLDING. For a discussion of backup whithlding, see "Federal Income Tax Consideratiomsfermation Reporting
Requirements and Backup Withholding Tax" in theoagpganying Prospectus.

SALE OR EXCHANGE OF SERIES B PREFERRED SHARES. Ugiansale or exchange of Series B Preferred Shaeparty other than
the Company, a holder of Series B Preferred Shwitbsealize a capital gain or loss (provided theri8s B Preferred Shares are held as a
capital asset) measured by the difference betwezarhount realized on the sale or other disposétiahthe holder's adjusted tax basis in the
Series B Preferred Shares. Under recently enaetgsldtion, capital gains recognized by recipigigiserally will be subject to a maximum
federal income tax rate of 20% if the Series B &refd Shares sold or exchanged are held for maret8® months, and to a maximum federal
income tax rate of 28% if such shares are heldnfmre than one year but less than or equal to 18hmaoHRowever, if the holding period of
Series B Preferred Shares begins after Decemb@080, and such shares are held for more thanrs,yb&@ maximum
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capital gains rate for federal income tax purpdeesecipients on the sale or exchange of sucheshgenerally will be 18%.

REDEMPTION OF SERIES B PREFERRED SHARES. The treatnto be accorded to any redemption by the Compa®gries B
Preferred Shares can only be determined on the b&particular facts as to each holder of Seriéy&erred Shares at the time of
redemption. In general, a holder of Series B PreteShares will recognize capital gain or loss\juled the Series B Preferred Shares are
held as a capital asset) measured by the differfeeivecen the amount realized by the holder uponetttemption and such holder's adjusted
tax basis in the Series B Preferred Shares rededmech redemption (i) results in a "complete teration” of the holder's interest in all
classes of shares of the Company under SectiohR32(f the Code, (ii) is "substantially disproponate” with respect to the holder's
interest in the Company under Section 302(b)(2hefCode (which will not be the case if only SeBeBreferred Shares are redeemed, since
they generally do not have voting rights) or (iii)'not essentially equivalent to a dividend" wiespect to the holder of Series B Preferred
Shares under Section 302(b)(1) of the Code. Inrohééng whether any of these tests have been mates considered to be owned by the
holder by reason of certain constructive ownershigs set forth in the Code, as well as sharesigtowned, generally must be taken into
account. Because the determination as to whetheofaihe alternative tests of

Section 302(b) of the Code will be satisfied wiéispect to any particular holder of Series B PreteBhares depends upon the facts and
circumstances at the time when the determinatiost toel made, prospective investors are advisedrsutiotheir own tax advisors to
determine such tax treatment.
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UNDERWRITING

Subject to the terms and conditions containederténms agreement and the related underwritingeageat (collectively, the "Underwriting
Agreement"), the Company has agreed to sell to efttie underwriters named below (the "Underwrltgrand each of the Underwriters, for
whom Morgan Stanley & Co. Incorporated, Legg Ma®déomod Walker, Incorporated, Merrill Lynch, Piercerfher & Smith Incorporated a
The Robinson-Humphrey Company, Inc. are actingepeesentatives (the "Representatives"), has séwvagreed to purchase from the
Company, the respective number of Series B Pref&hares set forth below opposite their respeciaraes.

NUMBER OF
SERIES B
PREFERRED

UNDERWR ITER SHARES

Morgan Stanley & CO. INCOTPOrated...........cceeees e e e e e e 1,237,500

Legg Mason Wood Walker, INCOrporated............... o e e e e 1,200,000

Merrill Lynch, Pierce, Fenner & Smith Incorporated. e 1,200,000

The Robinson-Humphrey Company, INC.......cccccceeee e 1,200,000
A.G. EAWArds & SONS, INC..ccocvviiiiiiceneees e 97,500
BT Alex. Brown & SoONns INCOrporated......ccccccceeee e e e e e e e 97,500
EVEREN SECUILIES, INCueeviiiiiiiiiiiiiiiieeiiees ettt e 97,500
Goldman, SACNS & CO..uevvviiiiiiieiiiiiieeeeiciee e 97,500
Oppenheimer & CO., INCucvvvvvieeeiiiiiiiieeee e 97,500
Prudential Securities INCOrporated..........c.ccce. e ——————— 97,500
COWEN & COMPANY ...ttt e 52,500
Craigi€ INCOrPOrated......cccceevniiiiieaniccies e 52,500
Davenport & COmMPaNnY LLC....ccviieiiiieeees e 52,500
First AIbany COrpOration.....cccccvevevveeeeees e —————— 52,500
Interstate/Johnson Lane COrporation.........cceeee e 52,500
Donaldson, Lufkin & Jenrette Securities COrporation e 52,500
Raymond James & ASSOCIAES, INCu.vvveveeeeicces e 52,500
Scott & StrNGfEllOW, INCuueeviiiiiiiiiis e 52,500
Tucker Anthony INCOMPOrated.......cccoovvceeenees et 52,500
U.S. ClearinNg COrP..cccueieeiiiiieeeeiieieeeeee s 52,500
Wheat, FirSt SECUItIES, INCvvevvvciiicciieceeees e 52,500

TOAl e e 6,000,000

The Underwriting Agreement provides that the olilyzs of the several Underwriters to pay for andegt delivery of the Series B Preferred
Shares offered hereby are subject to the apprdwadrtan legal matters by their counsel and tdi@emther conditions. The Underwriters are
obligated to take and pay for all Series B PreteBhares offered hereby if any such are taken.

The Representatives have advised the Companyhih&triderwriters propose initially to offer the ®srB Preferred Shares to the public a
public offering price set forth on the cover padé¢his Prospectus Supplement and to certain deatessch price less a concession not in
excess of $0.50 per share. The Underwriters mayalind such dealers may reallow, a discount nekagess of $0.40 per share on sales to
certain other dealers. After the Offering, the jpubffering price, concession, discount and otledlirgy terms may be changed, from time to
time, by the Representatives.

The Company has granted to the Underwriters amopéxercisable within 30 days of the date of Brigspectus Supplement, to purchase up
to 900,000 additional Series B Preferred Sharésegprice to public less underwriting discounts aathmissions set forth on the cover page
of this Prospectus Supplement for the purpose wériag over-allotments, if any. If the Underwritensercise this option, each Underwriter
will have a firm commitment, subject to certain didions, to purchase approximately the same peagenthereof which the number of Series
B Preferred Shares to be purchased by it showmeiidregoing table bears to the 6,000,000 Serieseerred Shares offered hereby.
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The Company has agreed to indemnify the severakhiriters against certain liabilities, includingbilities under the Securities Act of 19.
as amended, or to contribute to payments the Uniterasmay be required to make in respect thereof.

The Company and the Operating Partnership havedgnat for a period of 30 days from the date Heremther the Company nor the
Operating Partnership will, without the prior weitt consent of the Representatives, directly oraudly, sell, offer to sell, grant any option
the sale of, or otherwise dispose of any SerieséBeRred Shares or any other preferred stock rgnéima parity with the Series B Preferred
Shares.

Application will be made to list the Series B Preéel Shares on the New York Stock Exchange. Tradirige Series B Preferred Shares on
the New York Stock Exchange is expected to commauiiten the 30day period after the initial delivery of the Seri@®referred Shares. T
Representatives have advised the Company thairitezyd to make a market in the Series B Preferteate3 prior to the commencement of
trading on the New York Stock Exchange. The Repragiwes will have no obligation to make a markettie Series B Preferred Shares,
however, and may cease market making activitiexrimenced, at any time.

In connection with the Offering, the rules of thec8rities and Exchange Commission permit the Undems to engage in certain transacti
that stabilize the price of the Series B Prefe8&dres. Such transactions may consist of bidsrehpses for the purpose of pegging, fixin
maintaining the price of the Series B Preferredr&hdf the Underwriters create a short positiothiznSeries B Preferred Shares in connet
with the Offering (I.E., if they sell more SerieBeferred Shares than are set forth on the cage pf this Prospectus Supplement), the
Underwriters may reduce that short position by pasing Series B Preferred Shares in the open marketUnderwriters may elect to redt
any short position by exercising all or part of ther-allotment options described herein. The Uwdégrs also may impose a penalty bid on
certain selling group members. This means th&ieiflinderwriters purchase Series B Preferred Slraths open market to reduce their short
position or to stabilize the price of the SerieBi&ferred Shares, they may reclaim the amounteo$éiing concession from the selling group
members who sold those Series B Preferred Shagsrtasf the Offering.

In general, purchases of a security for the purpbstabilization or to reduce a syndicate shosifian could cause the price of the security to
be higher than it might otherwise be in the absafseich purchases. The imposition of a penaltyntight have an effect on the price of a
security to the extent that it discourages resafidise security by purchasers in the Offering.

Neither the Company nor any of the Underwriters @sakny representation or prediction as to the tiireor magnitude of any effect that t
transactions described above may have on the qfittee Series B Preferred Shares. In additionheeithe Company nor any of the
Underwriters makes any representation that the kivriters will engage in such transactions or thethstransactions, once commenced, will
not be discontinued without notice.

The Representatives from time to time provide itwest banking and financial advisory services sm@ompany and the Operating
Partnership. The Representatives have also acteghasentatives of various underwriters in corinaatith offerings of the Company's
equity securities and the Operating Partnershigts securities from 1994 through 1997. In connectiith the ACP Transaction, Merrill
Lynch, Pierce, Fenner & Smith Incorporated rendexd@dsory services and provided an opinion to tbarB of Directors of the Company for
which it was paid a fee of approximately $1.0 roitli

LEGAL MATTERS

Certain legal matters will be passed upon for thenGany by Alston & Bird LLP, Raleigh, North CardinCertain legal matters related to the
Offering will be passed upon for the UnderwriteysAndrews & Kurth L.L.P., Washington, D.C.
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PROSPECTUS
$1,250,000,000

HIGHWOODS PROPERTIES, INC.
COMMON STOCK, PREFERRED STOCK AND DEPOSITARY SHARES

HIGHWOODS/FORSYTH LIMITED PARTNERSHIP
DEBT SECURITIES

Highwoods Properties, Inc. (the "Company") may friimme to time offer in one or more series (i) slsasécommon stock, $.01 par value per
share ("Common Stock"), (ii) shares of preferrextist $.01 par value per share ("Preferred Stoekid, (iii) shares of Preferred Stock
represented by depositary shares (the "DepositaayeS"), with an aggregate public offering pricaipfto $830,000,000 (or its equivalent in
another currency based on the exchange rate #trtbef sale) in amounts, at prices and on ternizetdetermined at the time of offering.
Highwoods/Forsyth Limited Partnership (the "OperatPartnership”) may from time to time offer in aremore series unsecured non-
convertible debt securities ("Debt Securities")thvan aggregate public offering price of up to $8P0,000 (or its equivalent in another
currency based on the exchange rate at the tiraal®f in amounts, at prices and on terms to berdéted at the time of offering. The
Common Stock, Preferred Stock, Depositary Shard<$atot Securities (collectively, the "Securitiesiqy be offered, separately or together,
in separate series in amounts, at prices and orsttr be set forth in one or more supplementsisoRfospectus (each a "Prospectus
Supplement"). If any Debt Securities issued by@iperating Partnership are rated below investmeadegat the time of issuance, such Debt
Securities will be fully and unconditionally guateed by the Company as to payment of principainium, if any, and interest (the
"Guarantees"). Debt Securities rated investmerdeggraay also be accompanied by a Guarantee to teetend on the terms described he
and in the accompanying Prospectus SupplementCohgpany conducts substantially all of its actiwtiterough, and substantially all of its
assets are held by, directly or indirectly, the @giag Partnership. Consequently, the Company'satipg cash flow and its ability to service
its financial obligations, including the Guarantegesiependent upon the cash flow of, and distidmstor other payments from, the Operating
Partnership to the Company.

The specific terms of the Securities in respeattoth this Prospectus is being delivered will befegh in the applicable Prospectus
Supplement and will include, where applicableir(ijhe case of Common Stock, any initial publiceoifig price; (ii) in the case of Preferred
Stock, the specific title and stated value, anyddind, liquidation, redemption, conversion, votargl other rights, and any initial public
offering price; (iii) in the case of Depositary $&s, the fractional share of Preferred Stock regiesl by each such Depositary Share; anc

in the case of Debt Securities, the specific tadlggregate principal amount, currency, form (whitdy be registered or bearer, or certificated
or global), authorized denominations, maturityer@r manner of calculation thereof) and time ofrpant of interest, terms for redemption at
the option of the Operating Partnership or repayraethe option of the holder, terms for sinkingdupayments, covenants, applicability of
any Guarantees and any initial public offering erilm addition, such specific terms may includetitions on direct or beneficial ownership
and restrictions on transfer of the Securitiegdnh case as may be appropriate to preserve the efahe Company as a real estate
investment trust ("REIT") for Federal income taxppases.

The applicable Prospectus Supplement will alsoainribformation, where applicable, about certairiteth States Federal income tax
considerations relating to, and any listing on@usées exchange of, the Securities covered b furospectus Supplement.

SEE "RISK FACTORS" BEGINNING ON PAGE 3 OF THIS PROS PECTUS FOR A DESCRIPTION
OF CERTAIN FACTORS THAT SHOULD BE CONSIDERED BY PUR CHASERS OF THE SECURITIES.

The Securities may be offered directly, throughragjelesignated from time to time by the CompantherOperating Partnership, or to or
through underwriters or dealers. If any agentsnalenwriters are involved in the sale of any of $eeurities, their names, and any applicable
purchase price, fee, commission or discount arraege between or among them, will be set forth, lirbve calculable from the information
set forth, in an accompanying Prospectus SupplerBesst "Plan of Distribution.” No Securities maysioéd without delivery of a Prospectus
Supplement describing the method and terms offfleeirmy of such series of Securities.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHANGE
COMMISSION OR ANY STATE SECURITIES COMMISSION NOR H AS THE SECURITIES AND EXCHANGE COMMISSION
OR ANY STATE SECURITIES COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS.
ANY REPRESENTATION TO THE

CONTRARY IS A CRIMINAL OFFENSE.

The date of this Prospectus is September 18, :



AVAILABLE INFORMATION

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

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

The Company and the Operating Partnership hav\iith the Commission a registration statement om¥+S-3 under the Securities Act of
1933, as amended (the "Securities Act"), with resfiethe Securities. This prospectus ("Prospeltugdiich constitutes a part of the
registration statement, does not contain all ofitfiermation set forth in the registration statetr@md in the exhibits and schedules thereto.
For further information with respect to the Compatimg Operating Partnership and the Securitiesreate is hereby made to such
registration statement, exhibits and schedules ré&pistration statement may be inspected withoatgd at, or copies obtained upon payment
of prescribed fees from, the Commission and itsorey] offices at the locations listed above. Argtements contained herein concerning a
provision of any document are not necessarily cetepland, in each instance, reference is madetoapy of such document filed as an
exhibit to the registration statements or otherfileel with the Commission. Each such statemequalified in its entirety by such reference.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

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

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

b. The Operating Partnership's annual report omHd@-K for the year ended December 31, 1996;

c. The Company's quarterly reports on Form 10-QHermeriods ended March 31, 1997 and June 30,,1997

d. The Operating Partnership's quarterly reportsam 10-Q for the periods ended March 31, 1997Jame 30, 1997,

e. The Company's current reports on Form 8-K, dagd 1, 1996 (as amended on June 3, 1996 and J8n£996), April 29, 1996 (as
amended on June 3, 1996 and June 18, 1996), Jaub997 (as amended on February 7, 1997 and M&ch997), February 12, 1997 and
September 18, 1997;

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

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

All documents filed by the Company or the Operatfagtnership with the Commission pursuant to Sestik8(a) and 13(c) of the Exchange
Act and any definitive proxy statements so filedsuant to Section 14 of the Exchange Act and apgrts filed pursuant to Section 15(d) of
the Exchange Act after the date of this Prospeaaisprior to the termination of the offering of tBecurities to which this Prospectus relates
shall be deemed to be incorporated by referencetliis Prospectus and to be a part hereof
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from the date of filing of such documents. Any staént contained in a document incorporated by eafer herein shall be deemed to be
modified or superseded for the purposes of thisfrotus to the extent that a statement containetihher in any other subsequently filed
document that is incorporated by reference hereidifies or supersedes such earlier statement. Adly statements modified or superseded
shall not be deemed, except as so modified or saged, to constitute a part of this Prospectus.

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

THE COMPANY AND THE OPERATING PARTNERSHIP

The Company is a self-administered and self-managgcestate investment trust ("REIT") that begperations through a predecessor in
1978. At June 30, 1997, the Company owned a p@téfl361 inservice office and industrial properties (the "Rndies"), and 543 acres (a
had agreed to purchase an additional 369 acras)dzfveloped land suitable for future developmeére (Development Land"). In addition, as
of June 30, 1997, an additional 32 properties '([fr@velopment Projects"), which will encompass apprately 2.6 million square feet, were
under development. The Properties consist of 2B8rian office properties and 138 industrial (inahgd74 service center) properties located
in 16 markets in North Carolina, Florida, Tennes§&®orgia, Virginia, South Carolina and Alabama.oAgune 30, 1997, the Properties
consisted of approximately 21.6 million rentablea® feet, which were leased to approximately 2t@5ants.

The Company conducts substantially all of its atifig through, and substantially all of its intéseis the Properties are held directly or
indirectly by, Highwoods/Forsyth Limited Partnersliiihe "Operating Partnership"). The Company issible general partner of the Operating
Partnership and as of June 30, 1997, owned appatiyn84% of the common partnership interests'(@@mmon Units") in the Operating
Partnership. The remaining Common Units are owngelihited partners (including certain officers aglidectors of the Company). Each
Common Unit may be redeemed by the holder themahk cash value of one share of Common Stocktdhe Company's option, one share
(subject to certain adjustments) of the Commonistadth each such exchange, the number of Commats Bwned by the Company and,
therefore, the Company's percentage interest iQgferating Partnership, will increase.

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

The Company is a Maryland corporation that wasripoated in 1994. The Operating Partnership is @iN®@arolina limited partnership
formed in 1994. The Company's and the OperatingnBeship's executive offices are located at 3100Katnee Court, Suite 600, Raleigh,
North Carolina 27604, and their telephone numbé18) 87:-4924. The Company maintains offices in each gpiitsrary markets.

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

The Company's revenues and the value of its priegartay be affected by a number of factors, inclgdhe local economic climate (which
may be adversely impacted by business layoffs mnding, industry slowdowns, changing demographius other factors) and local real
estate conditions (such as oversupply of or reddesdand for office and other competing commerdiapprties). As of June 30, 1997, the
North Carolina Properties represented 45% of tmeializved rental revenue of the Propert
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with Research Triangle Properties alone constigu®i8%. The Company's performance and its abilitmédke distributions to stockholders is
dependent on the economic conditions in its sosteea markets and in its North Carolina marketsarticular. In addition, there can be no
assurance as to the continued growth of the ecoriortivese markets.

CONFLICTS OF INTEREST IN THE BUSINESS OF THE COMPAN Y

TAX CONSEQUENCES UPON SALE OR REFINANCING OF PROPHRS. Holders of Common Units may suffer adverse ta
consequences upon the sale or refinancing of attyeo€ompany's properties; therefore, such holdeehjding certain of the Company's
officers and directors, and the Company may hafferdint objectives regarding the appropriate pgamd timing of any sale or refinancing
of such properties. Although the Company, as the general partner of the Operating Partnership the exclusive authority as to whether
and on what terms to sell or refinance an indivigwaperty, those members of the Company's managteamne board of directors of the
Company who hold Common Units may influence the Gany not to sell or refinance certain propertiesrethough such sale or refinancing
might otherwise be financially advantageous toGbenpany.

POLICIES WITH RESPECT TO CONFLICTS OF INTERESTS eT@ompany has adopted certain policies relatirgptdlicts of interest.
These policies include a bylaw provision requiratigtransactions in which executive officers oreditors have a conflicting interest to be
approved by a majority of the independent directdithe Company or a majority of the shares of tedystock held by disinterested
stockholders. There can be no assurance that tp&uy's policies will be successful in eliminatthg influence of such conflicts, and if
they are not successful, decisions could be maataright fail to reflect fully the interests of aliockholders.

LIMITATIONS ON ACQUISITION AND CHANGE IN CONTROL

OWNERSHIP LIMIT. The Company's Articles of Incorion prohibit ownership of more than 9.8% of thistanding capital stock of the
Company by any person. Such restriction is likelyrave the effect of precluding acquisition of cohtf the Company by a third party
without consent of the board of directors evendghange in control were in the interest of stocikd.

REQUIRED CONSENT OF THE OPERATING PARTNERSHIP FORGEIFICANT CORPORATE ACTION. The Company may not
engage in certain change of control transactiotisout the approval of the holders of a majorityha# outstanding Common Units. Should
Company ever own less than a majority of the onthitey Common Units, this voting requirement mightit the possibility for an acquisitic
or change in the control of the Company. As of 80,1997, the Company owned approximately 84% ®fGommon Units.

STAGGERED BOARD. The board of directors of the Camp has three classes of directors, the terms whwhill expire in 1998, 1999 ar
2000. Directors for each class will be chosen fthrrae-year term. The staggered terms for directarg affect the stockholders' ability to
change control of the Company even if a changeitrol were in the stockholders' interest.

OPERATING PARTNERSHIP AGREEMENT. The Operating Rarship Agreement was recently amended to clandyprovisions relating
to limited partners' redemption rights in the evaintertain changes of control of the Company. Bseahese provisions require an acquir
make provision under certain circumstances to raairthe Operating Partnership structure and mairgdimited partner's right to continue
hold Common Units with future redemption rightss imendment could have the effect of discouragitiyrd party from making an
acquisition proposal for the Company.

ADVERSE IMPACT ON DISTRIBUTIONS OF FAILURE TO QUALI FY AS AREIT

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

GENERAL RISKS. Real property investments are sutigearying degrees of risk. The yields availaibéen equity investments in real
estate depend in large part on the amount of inggenerated and expenses incurred. If the Compprygerties do not generate revenues
sufficient to meet operating expenses, includingt dervice, tenant improvements, leasing commisséom other capital expenditures, the
Company's ability to make distributions to its $toalders and the Operating Partnership's abilitméike payments of interest and principal
on any Debt Securities may be adversely affected.

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

COMPETITION. Numerous office and industrial propestcompete with the Company's properties in dttrgéenants to lease space. Some
of these competing properties are newer or beitattéd than some of the Company's properties. fRigni development of office or
industrial properties in a particular area couldeha material effect on the Company's ability &skespace in its properties and on the rents
charged.

BANKRUPTCY AND FINANCIAL CONDITION OF TENANTS. At ay time, a tenant of the Company's properties neak she protection

of the bankruptcy laws, which could result in tegction and termination of such tenant's leasetlameby cause a reduction in the cash flow
available for distribution by the Company. Althoute Company has not experienced material losees tenant bankruptcies, no assurance
can be given that tenants will not file for bankaypprotection in the future or, if any tenante fithat they will affirm their leases and conti

to make rental payments in a timely manner. Intamiia tenant from time to time may experiencearmturn in its business, which may
weaken its financial condition and result in thiuf@ to make rental payments when due. If teneasés are not affirmed following
bankruptcy or if a tenant's financial condition kens, the Company's income may be adversely affecte

RENEWAL OF LEASES AND RELETTING OF SPACE. The Compawill be subject to the risks that upon expirataf leases for space
located in its properties, the leases may not bewed, the space may not be relet or the termsnafwal or reletting (including the cost of
required renovations) may be less favorable tharentilease terms. If the Company were unableamptly relet or renew the leases for all
or a substantial portion of this space or if th&taierates upon such renewal or reletting wereifsggmtly lower than expected rates, then the
Company's cash flow and ability to make expectsttidutions to stockholders may be adversely adfibct

ILLIQUIDITY OF REAL ESTATE. Equity real estate ingéments are relatively illiquid. Such illiquidityilvtend to limit the ability of the
Company to vary its portfolio promptly in respoisehanges in economic or other conditions. Intaaldithe Code limits the Company's
ability to sell properties held for fewer than fougars, which may affect the Company's abilityet groperties without adversely affecting
financial performance.

CHANGES IN LAWS. Because increases in income, seror transfer taxes are generally not passedghroutenants under leases, such
increases may adversely affect the Company's éashand its ability to make distributions to stocktters. The Company's properties are
also subject to various Federal, state and locpllatory requirements, such as requirements oAthericans with Disabilities Act and state
and local fire and life safety requirements. Failto comply with these requirements could resuth@imposition of fines by governmental
authorities or awards of damages to private litigafihe Company believes that the Properties compmyl material respects with such
regulatory requirements. However, there can bessarance that these requirements will not be clthagthat new requirements will not be
imposed which would require significant unanticgzhexpenditures by the Company and could have ersel effect on the Company's cash
flow and expected distributions.



RISK OF DEVELOPMENT, CONSTRUCTION AND ACQUISITION A CTIVITIES

The Company intends to continue development andtoaction of office and industrial properties, iding development on the Developmr
Land and the completion of the Development ProjdRisks associated with the Company's developnmahtanstruction activities, includir
activities relating to the Development Land andBewelopment Projects, may include: abandonmedegélopment opportunities;
construction costs of a property exceeding origéstimates, possibly making the property uneconalniccupancy rates and rents at a ne
completed property may not be sufficient to maleegtoperty profitable; financing may not be avdiadn favorable terms for development
of a property; and construction and lease-up maypa@ompleted on schedule, resulting in increasdd service expense and construction
costs. In addition, new development activitiesareiess of whether or not they are ultimately sesfig, typically require a substantial port
of management's time and attention. Developmentites are also subject to risks relating to thakility to obtain, or delays in obtaining,
necessary zoning, land-use, building, occupanay cdimer required governmental permits and authtioizs.

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

FINANCING RISKS

DEBT FINANCING. The Company and the Operating Penship are subject to the risks associated with fildncing, including the risk

that the cash provided by operating activities tidlinsufficient to meet required payments of gpatand interest, the risk of rising interest
rates on floating rate debt, the risk that the Canypand the Operating Partnership will not be &blgrepay or refinance existing indebtedi
(which generally will not have been fully amortizatdmaturity) or that the terms of such refinanaiily not be as favorable as the terms of
existing indebtedness. If refinancing of such irtddhess could not be secured on acceptable tdren€ampany and/or the Operating
Partnership might be forced to dispose of propetjgon disadvantageous terms, which might resddisises and might adversely affect the
cash flow available for distribution to equity hetd or debt service. An inability to secure reficiag could also cause the Company to issue
equity securities when its valuation is low, whabuld adversely affect the market price of suclusgtes. In addition, if a property or
properties are mortgaged to secure payment of tadabss and the Company is unable to meet morfgmgrents, the mortgage securing the
property could be foreclosed upon by, or the priypesuld be otherwise transferred to, the mortgamgigie a consequent loss of income and
asset value to the Company.

RISK OF RISING INTEREST RATES. The Company and @perating Partnership have incurred and expedttaridture to incur floating
rate indebtedness in connection with the acquis#iod development of properties, as well as foemplurposes. Also, additional indebtedr
that the Company and the Operating Partnershig imeder the existing revolving credit facility beanterest at a floating rate. Accordingly,
increases in interest rates would increase intersss (to the extent that the related indebtedwassnot protected by interest rate protection
arrangements).

POSSIBLE ENVIRONMENTAL LIABILITIES

Under various Federal, state and local laws, ordiea and regulations, such as the ComprehensivieoBmental Response Compensation
and Liability Act or "CERCLA," and common laws, awner or operator of real estate is liable ford¢bsts of removal or remediation of
certain hazardous or toxic substances on or in ptmberty as well as certain other costs, includjagernmental fines and injuries to persons
and property. Such laws often impose such liabililhout regard to whether the owner or operat@vkiof, or was responsible for, the
presence of such hazardous or toxic substancegrélence of such substances, or the failure tediie such substances properly, may
adversely affect the owner's or operator's ahititgell or rent such property or to borrow usingtsproperty as collateral. Persons who
arrange for the disposal or treatment of hazardotsxic substances may also be liable for thescoStemoval or remediation of such
substances at a disposal or treatment facility thdreor not such facility is owned or operated bgtsperson. Certain environmental laws
impose liability for release of ashestos-containing



materials ("ACM"), and third parties may seek resgnvfrom owners or operators of real property ferspnal injuries associated with ACM.
A number of the Properties contain ACM or matethal is presumed to be ACM. In connection withdlaership and operation of its
properties, the Company may be liable for suchscastaddition, it is not unusual for property ows & encounter on-site contamination
caused by off-site sources, and the presence afthaas or toxic substances at a site in the vicwiia property could require the property
owner to participate in remediation activities artain cases or could have an adverse affect ovatlie of such property. In a few situations,
contamination from adjacent properties has migrated property owned by the Company; however, baseclirrent information,
management of the Company does not believe thasignificant remedial action is necessary at thdfected sites.

As of the date hereof, substantially all of thegemies have been subjected to a Phase | envirdahassessment or assessment update.
assessments have not revealed, nor is managenthet @Gdmpany aware of, any environmental liabilitgt it believes would have a material
adverse effect on the Company's financial positigerations or liquidity taken as a whole. Thisjgction, however, could prove to be
incorrect depending on certain factors. For exanthke Company's assessments may not reveal aloamvéntal liabilities, or may
underestimate the scope and severity of envirorsthenhditions observed, with the result that threesy be material environmental liabilities
of which the Company is unaware, or material emnmental liabilities may have arisen after the amsests were performed of which the
Company is unaware. In addition, assumptions reggmroundwater flow and the existence and souf@®tamination are based on
available sampling data, and there are no asswdhatthe data is reliable in all cases. Moreaare can be no assurance that (i) future
laws, ordinances or regulations will not impose amterial environmental liability or (ii) the curmeenvironmental condition of the Proper
will not be affected by tenants, by the conditidrtiamd or operations in the vicinity of the Propest or by third parties unrelated to the
Company.

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

USE OF PROCEEDS

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

RATIOS OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS

The ratios of earnings to fixed charges for the Gany for the six months ended June 30, 1997 anthéoyear ended December 31, 1996
were 2.50x and 2.53x, respectively. The ratiosaohimgs to fixed charges for the Operating Partriprfor the six months ended June 30,
1997 and for the year ended December 31, 1996 2vé6x and 2.55x, respectively. The ratios of eaysito fixed charges for both the
Company and the Operating Partnership for the yeated December 31, 1995, 1994, 1993 and 19923v@0&, 2.42x, 0.97x and 0.95x,
respectively. Earnings were inadequate to covexdfisharges by $171,000 and $239,000 for the yealedeDecember 31, 1993, and 1992,
respectively. These deficiencies occurred pricgheoCompany's initial public offering (the "IPO") Gommon Stock in June 1994. Prior to
completion of the IPO, the Company's predecesker"filighwoods Group") operated in a manner as tomize taxable income to the
owners. As a result, although its properties hamegated positive net cash
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flow, the Highwoods Group had net losses for theryended December 31, 1992 and 1993. The IPOadltlne Company to significantly
deleverage its properties and improve its ratiearhings to fixed charges.

On February 12, 1997, the Company issued 125,@)8% Series A Cumulative Redeemable Preferred St{tire "Series A Preferred
Shares"), which was its first and, to date, ontpénce of preferred stock. See "Description oféSehi Preferred Shares." For the six months
ended June 30, 1997, the ratio of earnings to comabiixed charges and preferred stock dividends2a:@iax for the Company and 2.33x for
the Operating Partnership.

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

DESCRIPTION OF DEBT SECURITIES

Unless otherwise specified in the applicable ProggeSupplement, the Debt Securities will be isswadkr an indenture dated as of
December 1, 1996 (the "Indenture™), between ther@jmg Partnership, the Company and First Unioriddal Bank, as trustee (together with
any other trustees appointed in a supplementahinde with respect to a particular series, the 8fe@"). The Indenture has been filed as an
exhibit to the registration statement of which tRiespectus is a part and is available for inspadit the corporate trust office of the Trustee
or as described above under "Available Informatidine Indenture is subject to, and governed by Tiest Indenture Act of 1939, as
amended (the "TIA"). The statements made hereurdging to the Indenture and the Debt Securitese issued thereunder are summaries
of certain provisions thereof and do not purpoithéocomplete and are subject to, and are qualifi¢oeir entirety by reference to, all
provisions of the Indenture and such Debt Secsri#d section references appearing herein arettians of the Indenture, and capitalized
terms used but not defined herein shall have thgerdive meanings set forth in the Indenture.

GENERAL

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

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

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



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

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

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

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

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

(7) the place or places where the principal of (aremium, if any) and interest, if any, on such D@bcurities will be payable, such Debt
Securities may be surrendered for registratiomasfsfer or exchange and notices or demands toar thig Operating Partnership in respe:
such Debt Securities and the Indenture may be derve

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

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

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

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

(12) the events of default or covenants of sucht[3elgurities, to the extent different from or irdan to those described herein;
(13) whether such Debt Securities will be issuedertificated and/or book-entry form;

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

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

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

9



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

(18) with respect to any Debt Securities that pitevior optional redemption or prepayment upon teuoence of certain events (such as a
change of control of the Operating Partnershipth@ possible effects of such provisions on theketgprice of the Operating Partnership's or
the Company's securities or in deterring certaingers, tender offers or other takeover attemptd the intention of the Operating Partners

to comply with the requirements of Regulation 14t#er the Exchange Act and any other applicablergiE=ulaws in connection with such
provisions; (ii) whether the occurrence of the #iiet events may give rise to cross-defaults oreothdebtedness such that payment on such
Debt Securities may be effectively subordinatedt @ii) the existence of any limitation on the Ogting Partnership's financial or legal abi

to repurchase such Debt Securities upon the ocweref such an event (including, if true, the latlassurance that such a repurchase can be
effected) and the impact, if any, under the Indentf such a failure, including whether and undbaticircumstances such a failure may
constitute an Event of Default;

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

The Debt Securities may provide for less than titegeprincipal amount thereof to be payable upedaration of acceleration of the matui
thereof ("Original Issue Discount Securities")méaterial or applicable, special U.S. Federal incéaixe accounting and other considerations
applicable to Original Issue Discount Securitie bg described in the applicable Prospectus Supgte.

Except as described under " -- Merger, ConsolidatioSale" and " -- Certain Covenants" or as magdidorth in any Prospectus
Supplement, the Indenture does not contain any piteeisions that would limit the ability of the @gating Partnership to incur indebtedness
or that would afford holders of the Debt Securipestection in the event of (i) a highly leveragedsimilar transaction involving the
Operating Partnership, the management of the Qpgraartnership or the Company, or any affiliat@oy such party, (ii) a change of
control, or (iii) a reorganization, restructurimgerger or similar transaction involving the OpargtPartnership or the Company. In addition,
subject to the limitations set forth under " -- ider, Consolidation or Sale," the Operating Partriprar the Company may, in the future,
enter into certain transactions, such as the $a# or substantially all of its assets or the gesror consolidation of the Operating Partnership
or the Company, that would increase the amourtt@fperating Partnership's indebtedness or sulabamneéduce or eliminate the Operating
Partnership's assets, which may have an adveesg efi the Operating Partnership's ability to senits indebtedness, including the Debt
Securities. In addition, restrictions on ownershig transfers of the Company's Common Stock anfériPed Stock which are designed to
preserve its status as a REIT may act to prevehinder a change of control. See "Description ofm@mn Stock -- Certain Provisions
Affecting Change of Control" and "Description ofeferred Stock -- Restrictions on Ownership." Reafeeeis made to the applicable
Prospectus Supplement for information with respeetny deletions from, modifications of or addisaio the events of default or covenants
that are described below, including any additioa eébvenant or other provision providing event gslsimilar protection.

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

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

DENOMINATIONS, INTEREST, REGISTRATION AND TRANSFER

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

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

Any interest not punctually paid or duly provided 6n any Interest Payment Date with respect telt Security ("Defaulted Interest") will
forthwith cease to be payable to the Holder oragiygicable Regular Record Date and may either ibtpahe Person in whose name such
Debt Security is registered at the close of busimesa special record date (the "Special Record"Dir the payment of such Defaulted
Interest to be fixed by the Trustee, notice whestwadll be given to the Holder of such Debt Securidyless than 10 days prior to such Special
Record Date, or may be paid at any time in anyrddweful manner, all as more completely describethie Indenture.

Subject to certain limitations imposed upon Deltusiéies issued in book-entry form, the Debt Se@siof any series will be exchangeable
for other Debt Securities of the same series aradlie aggregate principal amount and tenor dedint authorized denominations upon
surrender of such Debt Securities at the corpdrast office of the Trustee referred to above.ddiion, subject to certain limitations
imposed upon Debt Securities issued in book-emmy f the Debt Securities of any series may be sdexd for registration of transfer
thereof at the corporate trust office of the Trag&ferred to above. Every Debt Security surrerdl@eregistration of transfer or exchange
shall be duly endorsed or accompanied by a writtstmument of transfer. No service charge will bada for any registration of transfer or
exchange of any Debt Securities, but the TrustebeoOperating Partnership may require paymentsofma sufficient to cover any tax or ot
governmental charge payable in connection there{@#éction 305). If the applicable Prospectus Suppl# refers to any transfer agent (in
addition to the Trustee) initially designated bg tbperating Partnership with respect to any sefi@ebt Securities, the Operating
Partnership may at any time rescind the designati@my such transfer agent or approve a chantfeeitocation through which any such
transfer agent acts, except that Operating Palttipevéll be required to maintain a transfer ageneach place of payment for such series. The
Operating Partnership may at any time designat#éiadal transfer agents with respect to any sesfd3ebt Securities (Section 1002).

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

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

(iii) to exchange any Bearer Security so selectedddemption except that such a Bearer Securitylmaexchanged for a Registered
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Security of that series and like tenor, provideat $uch Registered Security shall be simultaneaisisendered for redemption, or (iv) to
issue, register the transfer of or exchange anyr8gavhich has been surrendered for repaymenteabption of the Holder, except the
portion, if any, of such Debt Security not to bergpaid (Section 305).

MERGER, CONSOLIDATION OR SALE

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

CERTAIN COVENANTS

LIMITATIONS ON INCURRENCE OF DEBT. The Operating Raership will not, and will not permit any Subsidy to, incur any Debt (as
defined below), other than intercompany debt (regméng Debt to which the only parties are the Camypthe Operating Partnership and
of their Subsidiaries (but only so long as suchtDebeld solely by any of the Company, the Opaaiartnership and any Subsidiary) that is
subordinate in right of payment to the Debt Semgijtif, immediately after giving effect to the imecence of such additional Debt, the
aggregate principal amount of all outstanding D¥flihe Operating Partnership and its Subsidianea oonsolidated basis determined in
accordance with generally accepted accounting ipleis greater than 60% of the sum of (i) the 1@fieg Partnership's Total Assets (as
defined below) as of the end of the calendar quadeered in the Operating Partnership's annuartem Form 10-K or quarterly report on
Form 10-Q, as the case may be, most recently fiietdthe Commission (or, if such filing is not pdtred under the Exchange Act, with the
Trustee) prior to the incurrence of such additidbebt and (ii) the increase in Total Assets froménd of such quarter including, without
limitation, any increase in Total Assets resultirgm the incurrence of such additional Debt (suarease together with the Operating
Partnership's Total Assets shall be referred th@sAdjusted Total Assets") (Section 1011).

In addition to the foregoing limitations on theimence of Debt, the Operating Partnership will mod will not permit any Subsidiary to,
incur any Debt secured by any mortgage, lien, ahgstpdge, encumbrance or security interest ofkémy upon any of the property of the
Operating Partnership, or any Subsidiary ("Seclrelt"), whether owned at the date of the Indenturthereafter acquired, if, immediately
after giving effect to the incurrence of such aiddiél Secured Debt, the aggregate principal amotali outstanding Secured Debt of the
Operating Partnership and its Subsidiaries on aaatated basis is greater than 40% of the Opeyd&artnership's Adjusted Total Assets
(Section 1011).

In addition to the foregoing limitations on theimence of Debt, the Operating Partnership will mod will not permit any Subsidiary to,
incur any Debt if the ratio of Consolidated Incofeailable for Debt Service to the Annual Servicea@je (in each case as defined below
the four consecutive fiscal quarters most recestiyed prior to the date on which such additiondtieto be incurred shall have been less
than 1.5 to 1.0 on a pro forma basis after givifiigot to the incurrence of such Debt and to thdieation of the proceeds therefrom, and
calculated on the assumption that (i) such Debtaarydother Debt incurred by the Operating Partnprshits Subsidiaries since the first day
of such four-quarter period and the applicatiothef proceeds therefrom, including to refinance obebt, had occurred at the beginning of
such period, (ii) the repayment or retirement of ather Debt by the Operating Partnership or itss&liaries since the first day of such four-
quarter period had been incurred, repaid or retitetie beginning of such period (except that, akimg such computation, the amount of
Debt under any revolving credit facility shall bencputed based upon the average daily balance bfBelt during such period), (iii) the
income earned on any increase in Adjusted Totaé®ssince the end of such four-quarter period
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had been earned, on an annualized basis, duritgpgsiod, and (iv) in the case of any acquisitiomlisposition by the Operating Partnership
or any Subsidiary of any asset or group of assete she first day of such four-quarter period lilding, without limitation, by merger, stock
purchase or sale, or asset purchase or sale, squfsiéion or disposition or any related repaynaibebt had occurred as of the first day of
such period with the appropriate adjustments wapect to such acquisition or disposition beinduished in such pro forma calculation
(Section 1011).

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

MAINTENANCE OF TOTAL UNENCUMBERED ASSETS. The Optirg Partnership is required to maintain Total Unenbered Assets
of not less than 200% of the aggregate outstanglimgipal amount of all outstanding Unsecured D&g=ction 1012).

EXISTENCE. Except as permitted under " -- Mergesn€blidation or Sale," the Operating Partnershigbthe Company are required to do or
cause to be done all things necessary to presad/kegp in full force and effect their existendghts and franchises; PROVIDED,
HOWEVER, that the Operating Partnership or the Camypshall not be required to preserve any rigtitaosrchise if it determines that the
preservation thereof is no longer desirable incthreduct of its business and that the loss thesenbi disadvantageous in any material respect
to the Holders of the Debt Securities (Section 2007

MAINTENANCE OF PROPERTIES. The Operating Partngrshirequired to cause all of its material progsrtised or useful in the conduct
of its business or the business of any Subsid@abetmaintained and kept in good condition, repad working order and supplied with all
necessary equipment and to cause to be made alisey repairs, renewals, replacements, betterrapdtsnprovements thereof, all as in
judgment of the Operating Partnership may be nacegs® that the business carried on in connectieretvith may be properly ai
advantageously conducted at all times; PROVIDEDWHEYER, that the Operating Partnership and its Slieases shall not be prevented
from selling or otherwise disposing for value threispective properties in the ordinary course airss (Section 1005).

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

PAYMENT OF TAXES AND OTHER CLAIMS. Each of the Oming Partnership and the Company is required yoopaischarge or cause
to be paid or discharged, before the same shatihbedelinquent, (i) all taxes, assessments andrgmental charges levied or imposed upon
it or any Subsidiary or upon its income, profitgpooperty or that of any Subsidiary, and (ii) alMful claims for labor, materials and supplies
which, if unpaid, might by law become a lien upba property of the Operating Partnership, the Compar any Subsidiary; PROVIDED,
HOWEVER, that the Operating Partnership and the om shall not be required to pay or dischargeaose to be paid or discharged any
such tax, assessment, charge or claim whose anampiigability or validity is being contested inagbfaith by appropriate proceedings
(Section 1013).

PROVISION OF FINANCIAL INFORMATION. The Holders dbebt Securities will be provided with copies of #reual reports and
quarterly reports of the Operating Partnership. ivéeor not the Operating Partnership is subject to

Section 13 or 15(d) of the Exchange Act and folosg as any Debt Securities are outstanding, ther&ing Partnership will, to the extent
permitted under the Exchange Act, be requiredi¢odith the Commission the annual reports, quartesports and other documents that the
Operating Partnership would have been requiredeavith the Commission pursuant to such SectiomlB5(d) (the "Financial Statements")
if the Operating Partnership were so subject, sladuments to be filed with the Commission on oomptd the respective dates (the "Required
Filing Dates") by which the Operating Partnershipuwd have been required so to file such documénite iOperating Partnership were so
subject. The Operating Partnership will also in aagnt (x) within 15 days of each Required Filingt®(i) transmit by mail to all Holders of
Debt Securities, as their names and addressesrapgha Security Register, without cost to suchdées, copies of the annual reports and
quarterly reports which the Operating Partnerstoplel have been required to file with the Commisgansuant to

Section 13 or 15(d) of the Exchange Act if the

13



Operating Partnership were subject to such Sectindqii) file with the Trustee copies of the animegoorts, quarterly reports and other
documents that the Operating Partnership would baea required to file with the Commission pursuarection 13 or 15(d) of the
Exchange Act if the Operating Partnership wereestttip such Sections and (y) if filing such docutadyy the Operating Partnership with
Commission is not permitted under the Exchange grainptly upon written request and payment of tresonable cost of duplication and
delivery, supply copies of such documents to amgpective Holder (Section 1014).

As used herein and in the Prospectus Supplement:

"ANNUAL SERVICE CHARGE" as of any date means theoaimt which is expensed in any 12-month periodriteriest on Debt (as defined
below).

"CONSOLIDATED INCOME AVAILABLE FOR DEBT SERVICE" fo any period means

Consolidated Net Income (as defined below) of tper@ting Partnership and its Subsidiaries (i) plu®unts which have been deducted for
(a) interest on Debt of the Operating Partnershipits Subsidiaries, (b) provision for taxes of @gerating Partnership and its Subsidiaries
based on income, (c) amortization of debt discoiitdepreciation and amortization, (e) the eftéfciny noncash charge resulting from a
change in accounting principles in determining @didated Net Income for such period, (f) amortiaatodf deferred charges,

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

"CONSOLIDATED NET INCOME" for any period means thmount of consolidated net income (or loss) of@perating Partnership and
Subsidiaries for such period determined on a cathsteld basis in accordance with generally acceptedunting principles ("GAAP").

"DEBT" means any indebtedness, whether or not ngatit, in respect of (i) borrowed money evidencgtidnds, notes, debentures or sin
instruments,

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

"SUBSIDIARY" means a corporation, partnership arited liability company, a majority of the outstamgl voting stock, partnership intere
or membership interests, as the case may be, ahvibiowned or controlled, directly or indirectlyy the Operating Partnership or by one or
more other Subsidiaries of the Operating Partngrs$tor the purposes of this definition, "votingdtbmeans stock having the voting power
for the election of directors, general partnersnaggers or trustees, as the case may be, whethktiates or only so long as no senior clas
stock has such voting power by reason of any cgatiny.

"TOTAL ASSETS" as of any date means the sum ah@)Undepreciated Real Estate Assets and (iitladraassets of the Operating
Partnership and its Subsidiaries on a consolidaésts determined in accordance with GAAP (but edidlg intangibles and accounts
receivable).

"TOTAL UNENCUMBERED ASSETS" means the sum of (ipffe Undepreciated Real Estate Assets not subject émcumbrance and (ii)
all other assets of the Operating Partnership @n8luibsidiaries not subject to an encumbrancerdeted in accordance with GAAP (but
excluding intangibles and accounts receivable).

"UNDEPRECIATED REAL ESTATE ASSETS" as of any dateans the cost (original cost plus capital improvetsieof real estate assets
the Operating Partnership and its Subsidiariesuch gate, before depreciation and amortizatiorerdghed on a consolidated basis in
accordance with GAAP.

"UNSECURED DEBT" means Debt of the Operating Pashig or any Subsidiary which is not secured by maytgage, lien, charge, pledge
or security interest of any kind upon any of thepgarties owned by the Operating Partnership orddiitg Subsidiaries.

14



ADDITIONAL COVENANTS. Any additional or different@venants of the Operating Partnership or the Cosnpatin respect to any series
of Debt Securities will be set forth in the ProgpscSupplement relating thereto.

EVENTS OF DEFAULT, NOTICE AND WAIVER

The Indenture provides that the following events'&vents of Default" with respect to any serie®ebt Securities issued thereunder: (a)
default for 30 days in the payment of any instatlingf interest on any Debt Security of such sefiiesdefault in the payment of the principal
of (or premium, if any on) any Debt Security of Biseries at its maturity; (c) default in making anyking fund payment as required for any
Debt Security of such series; (d) default in thefgrenance of any other covenant of the Operatingneeship or the Company contained in
the Indenture (other than a covenant added tontthentture solely for the benefit of a series of Débturities issued thereunder other than
such series), such default having continued fod®@ after written notice as provided in the Indesit (e) default in the payment of an
aggregate principal amount exceeding $5,000,0@Mhpfevidence of recourse indebtedness of the Qpgraartnership or the Company or
any mortgage, indenture or other instrument undechvsuch indebtedness is issued or by which sudébitedness is secured, such default
having occurred after the expiration of any apfileayrace period and having resulted in the acagter of the maturity of such indebtedne
but only if such indebtedness is not dischargeslich acceleration is not rescinded or annulled) sle€ault having continued for 10 days
after notice as provided in the Indenture;

(f) certain events of bankruptcy, insolvency orrgamization, or court appointment of a receiveyyililator or trustee of the Operating
Partnership, the Company or any Significant Subsydor any of their respective property; and (g ather Event of Default provided with
respect to a particular series of Debt Securifieg term "Significant Subsidiary" means each sigaift subsidiary (as defined in Regulation
S-X promulgated under the Securities Act) of the@fing Partnership or the Company (Section 501).

If an Event of Default under the Indenture withpest to Debt Securities of any series at the timtstanding occurs and is continuing, the
every such case the Trustee or the Holders ofesstthan 25% in principal amount of the Outstan@iabt Securities of that series may
declare the principal amount (or, if the Debt Sems of that series are Original Issue Discourdusigies or Indexed Securities, such portion
of the principal amount as may be specified intédmms thereof) of all of the Debt Securities ofttbaries to be due and payable immediately
by written notice thereof to the Operating Parthgrand the Company (and to the Trustee if givethieyHolders); provided, that in the case
of an Event of Default described under provisigroffthe preceding paragraph, acceleration is aatimmHowever, at any time after such a
declaration of acceleration with respect to Delituiies of such series (or of all Debt Securitlesn Outstanding under the Indenture, as the
case may be) has been made, but before a judgmedatiee for payment of the money due has beeinaotay the Trustee, the Holders of
not less than a majority in principal amount of Sahding Debt Securities of such series (or dDalbt Securities then Outstanding under the
Indenture, as the case may be) may rescind and snctu declaration and its consequences if (aDjperating Partnership or the Company
shall have deposited with the Trustee all paymehte principal of (and premium, if any) and irgst on the Debt Securities of such series
(or of all Debt Securities then Outstanding undierihdenture, as the case may be), plus certa# égpenses, disbursements and advanc
the Trustee and (b) all Events of Default, othantthe non-payment of accelerated principal osfacified portion thereof), or premium (if
any) or interest on the Debt Securities of suclesdpr of all Debt Securities then Outstandingarrttie Indenture, as the case may be) have
been cured or waived as provided in the IndentBeetfon 502). The Indenture also provides thattblelers of not less than a majority in
principal amount of the Outstanding Debt Securititany series (or of all Debt Securities then @uriding under the Indenture, as the case
may be) may waive any past default with respestutth series and its consequences, except a defpuitthe payment of the principal of (or
premium, if any) or interest on any Debt Securitguach series or (y) in respect of a covenant ovigion contained in the Indenture that
cannot be modified or amended without the consktiiteoHolder of each Outstanding Debt Security&éfd thereby (Section 513).

The Trustee will be required to transmit noticéhte Holders of a series of Debt Securities wittird@ys of a default under the Indenture
unless such default has been cured or waived; PREBM| HOWEVER, that the Trustee may withhold noticghe Holders of any series of
Debt Securities of any default with respect
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to such series (except a default in the paymetiteoprincipal of (or premium, if any) or interest any Debt Security of such series or in the
payment of any sinking fund installment in respecany Debt Security of such series) if specifiessponsible Officers of the Trustee
consider such withholding to be in the interesswth Holders (Section 602).

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

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

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

MODIFICATION OF THE INDENTURE

Modifications and amendments of the Indenture béllpermitted to be made only with the consent @eHblders of not less than a majority
principal amount of all Outstanding Debt Securiteseries of Outstanding Debt Securities whichadfected by such modification or
amendment; PROVIDED, HOWEVER, that no such modiftcaor amendment may, without the consent of tb&ler of each such Debt
Security affected thereby, (a) change the Statetififia of the principal of, or premium (if any) any installment of interest on, any such
Debt Security, reduce the principal amount of hertate or amount of interest on, or any premiugapke on redemption of, any such Debt
Security, or reduce the amount of principal of aifgiDal Issue Discount Security that would be dod payable upon declaration of
acceleration of the maturity thereof or would bevable in bankruptcy, or adversely affect any rightepayment of the holder of any such
Debt Security, change the place of payment, octlire or currency, for payment of principal of, piem, if any, or interest on any such Debt
Security or impair the right to institute suit fthe enforcement of any payment on or with respeenty such Debt Security; (b) reduce the
above-stated percentage of outstanding Debt Sieuot any series necessary to modify or amendhidenture, to waive compliance with
certain provisions thereof or certain defaults andsequences thereunder or to reduce the quorupnting requirements set forth in the
Indenture; (c) modify or affect in any manner adecto the Holders the terms and conditions of thigiations of the Company in respect of
the payment of principal (and premium, if any) amerest on any Guaranteed Securities; or (d) myaadify of the foregoing provisions or any
of the provisions relating to the waiver of certpast defaults or certain covenants, except teas® the required percentage to effect such
action or to provide that certain other provisiomsy not be modified or waived without the consdrthe Holder of such Debt Security
(Section 902).

The Indenture provides that the Holders of not thas a majority in principal amount of a serie®uaftstanding Debt Securities have the r
to waive compliance by the Operating Partnershigy@rthe Company with certain covenants relatinguch series of Debt Securities in the
Indenture (Section 1008).
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Modifications and amendments of the Indenture éllpermitted to be made by the Operating Partrgriie Company and the Trustee
without the consent of any Holder of Debt Secusifier any of the following purposes: (i) to evideribe succession of another Person to the
Operating Partnership as obligor or the Comparyuasantor under the Indenture; (ii) to add to theenants of the Operating Partnership or
the Company for the benefit of the Holders of alany series of Debt Securities or to surrenderraght or power conferred upon the
Operating Partnership or the Company in the Indentiii) to add Events of Default for the benefftthe Holders of all or any series of Debt
Securities; (iv) to add or change any provisionthefIndenture to facilitate the issuance of, ditteralize certain terms of, Debt Securities in
bearer form, or to permit or facilitate the issuaif Debt Securities in uncertificated form, praddhat such action shall not adversely affect
the interests of the Holders of the Debt Securitiegny series in any material respect; (v) to ainensupplement any provisions of the
Indenture, provided that no such amendment or sapght shall materially adversely affect the intexe$ the Holders of any Debt Securities
then Outstanding; (vi) to secure the Debt Secusri{ji) to establish the form or terms of Debt Gd#ties of any series; (viii) to provide for the
acceptance of appointment by a successor Trusfeeititate the administration of the trusts unther Indenture by more than one Trustee;
(ix) to cure any ambiguity, defect or inconsistemtyhe Indenture, provided that such action shatladversely affect the interests of Holders
of Debt Securities of any series in any materigpeet; or (x) to supplement any of the provisiohthe Indenture to the extent necessary to
permit or facilitate defeasance and discharge pfsanies of such Debt Securities, provided thah saaation shall not adversely affect the
interests of the Holders of the Debt Securitiearof series in any material respect (Section 9@1adHition, with respect to Guaranteed
Securities, without the consent of any Holder obD®&ecurities, the Company, or a subsidiary themealy directly assume the due and
punctual payment of the principal of, any premiumd @nterest on all the Guaranteed Securities amgénformance of every covenant of the
Indenture on the part of the Operating Partnershlpe performed or observed. Upon any such assamytie Company or such subsidiary
shall succeed to, and be substituted for and mescese every right and power of, the Operatingrigamship under the Indenture with the s:
effect as if the Company or such subsidiary had lblee issuer of the Guaranteed Securities and pieeafing Partnership shall be released
from all obligations and covenants with respedhtGuaranteed Securities. No such assumptionishgérmitted unless the Company has
delivered to the Trustee

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

The Indenture provides that in determining whetherHolders of the requisite principal amount otsdanding Debt Securities of a series
have given any request, demand, authorizationctitire notice, consent or waiver thereunder or Wwlea quorum is present at a meeting of
Holders of Debt Securities, (i) the principal ambahan Original Issue Discount Security that shalldeemed to be Outstanding shall be the
amount of the principal thereof that would be dnd payable as of the date of such determinatiom giealaration of acceleration of the
maturity thereof, (ii) the principal amount of al@&ecurity denominated in a foreign currency #hetll be deemed Outstanding shall be the
U.S. dollar equivalent, determined on the issue @tsuch Debt Security, of the principal amouwnt {n the case of an Original Issue
Discount Security, the U.S. dollar equivalent oa igsue date of such Debt Security of the amoueraéned as provided in (i) above), (iii)
the principal amount of an Indexed Security thatlldbe deemed Outstanding shall be the principad famount of such Indexed Security at
original issuance, unless otherwise provided wasgpect to such Indexed Security pursuant to thenltode, and (iv) Debt Securities owned
the Operating Partnership, the Company or any athiigor upon the Debt Securities or any affiliafehe Operating Partnership, the
Company or of such other obligor shall be disregdrd

The Indenture contains provisions for conveningtngs of the Holders of Debt Securities of a seff#sction 1501). A meeting will be
permitted to be called at any time by the Truséee, also, upon request, by the Operating Partrergte Company (in respect of a series of
Guaranteed Securities) or the holders of at |e@t ih principal amount of the Outstanding Debt Siies of such series, in any such case
upon notice given as provided in the Indenture {i8ed 502). Except for any consent that must bemgivy the
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Holder of each Debt Security affected by certairdifications and amendments of the Indenture, asglution presented at a meeting or
adjourned meeting duly reconvened at which a quasupnesent will be permitted to be adopted byatfiiemative vote of the Holders of a
majority in principal amount of the Outstanding D&ecurities of that series; PROVIDED, HOWEVER tffexcept as referred to above, any
resolution with respect to any request, demandhaiziation, direction, notice, consent, waiver tres action that may be made, given or
taken by the Holders of a specified percentageghvisi less than a majority, in principal amounthaf Outstanding Debt Securities of a series
may be adopted at a meeting or adjourned meetilygréconvened at which a quorum is present by ffiereative vote of the Holders of sui
specified percentage in principal amount of thes@unding Debt Securities of that series. Any rasmiupassed or decision taken at any
meeting of Holders of Debt Securities of any sedigly held in accordance with the Indenture willdieding on all Holders of Debt Securit

of that series. The quorum at any meeting calleabitipt a resolution, and at any reconvened meetiitidge Persons holding or representir
majority in principal amount of the Outstanding D&ecurities of a series; PROVIDED, HOWEVER, tlatriy action is to be taken at such
meeting with respect to a consent or waiver whicy ilme given by the Holders of not less than a fipegbercentage in principal amount of
the Outstanding Debt Securities of a series, thsdPe holding or representing such specified peéagenin principal amount of the
Outstanding Debt Securities of such series willstibute a quorum (Section 1504).

Notwithstanding the foregoing provisions, any attio be taken at a meeting of Holders of Debt Stesof any series with respect to ¢
action that the Indenture expressly provides mataken by the Holders of a specified percentagehvis less than a majority in principal
amount of the Outstanding Debt Securities of sesamay be taken at a meeting at which a quorumesept by the affirmative vote of
Holders of such specified percentage in principabant of the Outstanding Debt Securities of suctes€Section 1504).

DISCHARGE, DEFEASANCE AND COVENANT DEFEASANCE

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

Unless otherwise provided in the applicable ProsmgeSupplement, the Operating Partnership may elewer (a) to defease and discharge
itself and the Company (if such Debt Securities@Guaranteed Securities) from any and all obligatiaith respect to such Debt Securities
(except for the obligation to pay additional amayiiftany, upon the occurrence of certain eventaxyfassessment or governmental charge
with respect to payments on such Debt Securitidsttasm obligations to register the transfer or erggaof such Debt Securities, to replace
temporary or mutilated, destroyed, lost or stolabTSecurities, to maintain an office or agencgespect of such Debt Securities and to hold
moneys for payment in trust) ("defeasance") otglelease itself and the Company (if such DebuBges are Guaranteed Securities) from
their obligations with respect to such Debt Semsitinder certain sections of the Indenture (iriolgithe restrictions described under " --
Certain Covenants") and if provided pursuant tati8e@01 of the Indenture, their obligations widspect to any other covenant, and any
omission to comply with such obligations shall nobstitute a default or an Event of Default withpect to such Debt Securities ("covenant
defeasance"), in either case upon the irrevocapeslt by the Operating Partnership or the Coméiiye Debt Securities are Guaranteed
Securities) with the Trustee, in trust, of an antpimsuch currency or currencies, currency unitiits or compaosite currency or currencie
which such Debt Securities are payable at Statediithg or Government Obligations (as defined béloov both, applicable to such Debt
Securities which through the scheduled paymentiotipal and interest in accordance with their temmill provide money in an amount
sufficient to pay the principal of (and premiumaify) and interest on such Debt Securities, andh@arydatory sinking fund or analogous
payments thereon, on the scheduled due datesahéBsfction 402).
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Such a trust will only be permitted to be estal@isif, among other things, the Operating Partnprehithe Company (if the Debt Securities
are Guaranteed Securities) has delivered to thet§ewan Opinion of Counsel (as specified in themtare) to the effect that the Holders of
such Debt Securities will not recognize incomengailoss for U.S. Federal income tax purposesrasut of such defeasance or covenant
defeasance and will be subject to U.S. Federahiectax on the same amounts, in the same mannext dinel same times as would have been
the case if such defeasance or covenant defeaBada®t occurred, and such Opinion of Counsehéncase of defeasance, must refer to and
be based upon a ruling of the Internal Revenuei&eor a change in applicable United States Fedstame tax law occurring after the date
of the Indenture (Section 402).

"GOVERNMENT OBLIGATIONS" means securities that gdedirect obligations of the United States of Amcaror the government that
issued the foreign currency in which the Debt Sitiesrof a particular series are payable, for tagnpent of which its full faith and credit is
pledged or (ii) obligations of a person control@dsupervised by and acting as an agency or instntadity of the United States of America
such government that issued the foreign curreneyhich the Debt Securities of such series are fday#ie payment of which is
unconditionally guaranteed as a full faith and grebligation by the United States of America oclswther government, and that, in either
case, are not callable or redeemable at the opfitime issuer thereof, and shall also include adipry receipt issued by a bank or trust
company as custodian with respect to any such Gawvemt Obligation or a specific payment of inter@sor principal of any such
Government Obligation held by such custodian ferahcount of the holder of a depository receigiyjoled that (except as required by law)
such custodian is not authorized to make any demufriom the amount payable to the holder of sugbogditory receipt from any amount
received by the custodian in respect of the Govemr®bligation or the specific payment of inter@stor principal of the Government
Obligation evidenced by such depository receipt.

Unless otherwise provided in the applicable ProsgeBupplement, if after the Operating Partnershifhe Company (if the Debt Securities
are Guaranteed Securities) has deposited fundera@adiernment Obligations to effect defeasanceowerant defeasance with respect to
Debt Securities of any series,

(a) the Holder of a Debt Security of such seriemistled to, and does, elect pursuant to the Inderor the terms of such Debt Security to
receive payment in a currency, currency unit or posite currency other than that in which such diéfas been made in respect of such
Debt Security, or (b) a Conversion Event (as defipelow) occurs in respect of the currency, curyamdt or composite currency in which
such deposit has been made, the indebtednesserf@edy such Debt Security shall be deemed to besr, and will be, fully discharged
and satisfied through the payment of the princgégdbnd premium, if any) and interest on such Ddxturity as they become due out of the
proceeds yielded by converting the amount so degmbsi respect of such Debt Security into the aye currency unit or composite currel
in which such Debt Security becomes payable asutref such election or such Conversion Event hasethe applicable market exchange
rate (Section 402). "Conversion Event" means tlssatéon of use of (i) a currency, currency unit@mposite currency both by the
government of the country that issued such curramclfor the settlement of transactions by a ceh&mak or other public institutions of or
within the international banking community, (iietfeCU both within the European Monetary Systemfanthe settlement of transactions by
public institutions of or within the European Union(iii) any currency unit or composite currendfer than the ECU for the purposes for
which it was established. Unless otherwise providetie applicable Prospectus Supplement, all paysnaf principal of (and premium, if
any) and interest on any Debt Security that is plya a foreign currency that ceases to be usdtslgovernment of issuance shall be made
in U.S. dollars.

If the Operating Partnership effects covenant defieee with respect to any Debt Securities and Betlt Securities are declared due and
payable because of the occurrence of any Evenetdilt other than the Event of Default describedi@use (d) under " -- Events of Default,
Notice and Waiver" with respect to Sections no Emapplicable to such Debt Securities or describetause (g) under-- Events of

Default, Notice and Waiver" with respect to anyestbovenant as to which there has been covenasshaice, the amount in such currency,
currency unit or composite currency in which suabDSecurities are payable, and Government Obtigatbn deposit with the Trustee, will
be sufficient to pay amounts due on such Debt S&siat the time of their Stated Maturity but nrayt be sufficient to pay amounts due on
such Debt Securities at the time of the accelaragsulting from such Event of Default. Howeveg th
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Operating Partnership and the Company (if such Beburities are Guaranteed Securities) would reivedife to make payment of such
amounts due at the time of acceleration.

The applicable Prospectus Supplement may furthegrite the provisions, if any, permitting such @sfce or covenant defeasance,
including any modifications to the provisions désed above, with respect to the Debt Securitiesrafithin a particular series.

NO CONVERSION RIGHTS

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

GLOBAL SECURITIES

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

DESCRIPTION OF PREFERRED STOCK
GENERAL

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

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

TERMS

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

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

(1) the title and stated value of such PreferretiSt

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

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

(5) the procedures for any auction and remarketfrany, for such Preferred Stock;

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

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

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

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

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

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

RANK

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

DIVIDENDS

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

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

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

(ii) if such series of Preferred Stock does notehaxcumulative dividend, full dividends for thetheurrent dividend period have been or
contemporaneously are declared and paid or dectar@@ sum sufficient for the payment thereof pattafor such payment on the Preferred
Stock of such series. When dividends are not pafdli (or a sum sufficient for such full paymestriot so set apart) upon Preferred Stock of
any series and the shares of any other seriesetérRrd Stock ranking on a parity as to dividendh the Preferred Stock of such

21



series, all dividends declared upon Preferred Svtéskich series and any other series of Prefert@zk$anking on a parity as to dividends
with such Preferred Stock shall be declared pr satthat the amount of dividends declared perestfaiPreferred Stock of such series and
such other series of Preferred Stock shall inadks bear to each other the same ratio that acdividdnds per share on the Preferred Stock
of such series (which shall not include any accatih in respect of unpaid dividends for prior demd periods if such Preferred Stock does
not have a cumulative dividend) and such otheesesf Preferred Stock bear to each other. No isteoe sum of money in lieu of interest,
shall be payable in respect of any dividend paymepayments on Preferred Stock of such seriestwinigy be in arrears.

Except as provided in the immediately precedinggiaph, unless (i) if such series of PreferredShas a cumulative dividend, full
cumulative dividends on the Preferred Stock of saiies have been or contemporaneously are de@arckdaid or declared and a sum
sufficient for the payment thereof set apart foyrpant for all past dividend periods and the thememnt dividend period, and (ii) if such series
of Preferred Stock does not have a cumulative dividl full dividends on the Preferred Stock of ssiehies have been or contemporaneously
are declared and paid or declared and a sum sirffifdr the payment thereof set apart for paymenttfe then current dividend period, no
dividends (other than in shares of Common Stoahtleer capital shares ranking junior to the Prefé8&ock of such series as to dividends
upon liquidation) shall be declared or paid orasitle for payment or other distribution shall belaieed or made upon the Common Stock, or
any other capital shares of the Company rankingjuo or on a parity with the Preferred Stock o€ls series as to dividends or upon
liquidation, nor shall any shares of Common Stackany other capital shares of the Company rankinmr to or on a parity with the
Preferred Stock of such series as to dividendponliquidation be redeemed, purchased or othermggeired for any consideration (or any
moneys be paid to or made available for a sinkimglffor the redemption of any such shares) by thany (except by conversion into or
exchange for other capital shares of the Compamkimg junior to the Preferred Stock of such seaigs$o dividends and upon liquidation).

REDEMPTION

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

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

Notwithstanding the foregoing, unless (i) if suehiss of Preferred Stock has a cumulative dividéumticumulative dividends on all shares
any series of Preferred Stock have been or contempously are declared and paid or declared anchassfficient for the payment thereof
set apart for payment for all past dividend periadd the then current dividend period, and (igu€h series of Preferred Stock does not have
a cumulative dividend, full dividends of the Preégt Stock of any series have been or contemporaheare declared and paid or declared
and a sum sufficient for the payment thereof sattdpr payment for the then current dividend peyioo shares of any series of Preferred
Stock shall be redeemed unless all outstandingReef Stock of such series is simultaneously reédeROVIDED, HOWEVER, that the
foregoing shall not prevent the purchase or actpiisof Preferred Stock of such series to pres#reeREIT status of the Company or
pursuant to a purchase or exchange offer madeeosatime terms to holders of all outstanding PredeBteck of such series. In addition,
unless (i) if such series of Preferred Stock has a
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cumulative dividend, full cumulative dividends dhautstanding shares of any series of PreferrediShave been or contemporaneously are
declared and paid or declared and a sum suffitierihe payment thereof set apart for payment ligpaest dividends periods and the then
current dividend period, and (i) if such seriedPoéferred Stock does not have a cumulative divdgénl dividends on the Preferred Stock of
any series have been or contemporaneously areréé@ad paid or declared and a sum sufficientfergayment thereof set apart for
payment for the then current dividend period, tleenPany shall not purchase or otherwise acquiretirer indirectly any shares of
Preferred Stock of such series (except by convelisio or exchange for capital shares of the Companking junior to the Preferred Stock
of such series as to dividends and upon liquidtBROVIDED, HOWEVER, that the foregoing shall poevent the purchase or acquisition
of Preferred Stock of such series to preserve 0 Rtatus of the Company or pursuant to a purchagschange offer made on the same
terms to holders of all outstanding Preferred Stafckuch series.

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

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

LIQUIDATION PREFERENCE

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

If liquidating distributions shall have been madédiill to all holders of Preferred Stock, the reniag assets of the Company shall be
distributed among the holders of any other classagries of capital shares
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ranking junior to the Preferred Stock upon liquidat dissolution or winding up, according to thegspective rights and preferences and in
each case according to their respective numbdrarks. For such purposes, the consolidation orenefghe Company with or into any otl
corporation, trust or entity, or the sale, leaseanveyance of all or substantially all of the prdp or business of the Company, shall not be
deemed to constitute a liquidation, dissolutiomvarding up of the Company.

VOTING RIGHTS

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

Whenever dividends on any shares of Preferred Stioalk be in arrears for six or more consecutivartguly periods, the holders of such
shares of Preferred Stock (voting separately dass avith all other series of preferred stock updiich like voting rights have been conferred
and are exercisable) will be entitled to vote far election of two additional directors of the Ca@mp at a special meeting called by the
holders of record of at least 10% of any serieBreferred Stock so in arrears (unless such redpiesteived less than 90 days before the date
fixed for the next annual or special meeting ofstarkholders) or at the next annual meeting afldtolders, and at each subsequent annual
meeting until (i) if such series of Preferred Stbels a cumulative dividend, all dividends accunadain such shares of Preferred Stock for
the past dividend periods and the then currentldivil period shall have been fully paid or declamed a sum sufficient for the payment
thereof set aside for payment or (ii) if such senéPreferred Stock does not have a cumulativieleind, four consecutive quarterly dividends
shall have been fully paid or declared and a suificent for the payment thereof set aside for paytn In such case, the entire board of
directors of the Company will be increased by twedators.

Unless provided otherwise for any series of PreféStock, so long as any shares of Preferred $émokin outstanding, the Company will
not, without the affirmative vote or consent of tiwders of at least twthirds of the shares of each series of PreferredkSiutstanding at t
time, given in person or by proxy, either in wr@inr at a meeting (such series voting separatedydass), (i) authorize or create, or increase
the authorized or issued amount of, any classrigsef capital stock ranking prior to such sené®referred Stock with respect to payment
of dividends or the distribution of assets upomiligtion, dissolution or winding up or reclassifyyaauthorized capital stock of the Company
into such shares, or create, authorize or issumhligation or security convertible into or evidergthe right to purchase any such shares; or
(i) amend, alter or repeal the provisions of thePany's Articles of Incorporation or the DesigngtAmendment for such series of Prefel
Stock, whether by merger, consolidation or otheew#n "Event"), so as to materially and advers#écaany right, preference, privilege or
voting power of such series of Preferred Stockertolders thereof; PROVIDED, HOWEVER, with respecthe occurrence of any of the
Events set forth in (ii) above, so long as the &refd Stock remains outstanding with the termsetifematerially unchanged, taking into
account that upon the occurrence of an Event, trapgany may not be the surviving entity, the ocawresof any such Event shall not be
deemed to materially and adversely affect suchtsigireferences, privileges or voting power of leoddof Preferred Stock and provided
further that (x) any increase in the amount ofdbthorized Preferred Stock or the creation or isseaf any other series of Preferred Stock,
or (y) any increase in the amount of authorizedeshaf such series or any other series of Pref&teck, in each case ranking on a parity

or junior to the Preferred Stock of such seriehwdtspect to payment of dividends or the distriiutf assets upon liquidation, dissolution or
winding up, shall not be deemed to materially atheeasely affect such rights, preferences, privilegevoting powers.

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

CONVERSION RIGHTS

The terms and conditions, if any, upon which amjeseof Preferred Stock is convertible into share€ommon Stock will be set forth in the
applicable Prospectus Supplement relating the&ioh terms will
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include the number of shares of Common Stock ificlvthe shares of Preferred Stock are convertibéeconversion price (or manner of
calculation thereof), the conversion period, primris as to whether conversion will be at the optibthe holders of the Preferred Stock or
Company, the events requiring an adjustment oftimversion price and provisions affecting conversiothe event of the redemption of
such series of Preferred Stock.

STOCKHOLDER LIABILITY

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

RESTRICTIONS ON OWNERSHIP

As discussed below under "Description of CommortiSte Certain Provisions Affecting Change of CohtrdOWNERSHIP LIMITATIONS
AND RESTRICTIONS ON TRANSFERS," for the Companyqumlify as a REIT under the Internal Revenue Cddi986, as amended (the
"Code"), not more than 50% in value of its outstagdapital shares may be owned, directly or iratiye by five or fewer individuals (as
defined in the Code to include certain entitiesjriythe last half of a taxable year. To ensure tiia Company remains a qualified REIT, the
Articles of Incorporation provide that no holdetHer than persons approved by the directors at ¢iption and in their discretion) may own,
or be deemed to own by virtue of the attributioavisions of the Code, more than 9.8% of the isaretloutstanding capital stock of the
Company. To assist the Company in meeting thisireonent, the Company may take certain actionsnd the beneficial ownership, direct
or indirectly, by a single person of the Compawyltstanding equity securities, including any PreféiStock of the Company. Therefore, the
Designating Amendment for each series of Prefestedk may contain provisions restricting the owhgrsind transfer of the Preferred
Stock. The applicable Prospectus Supplement waltip any additional ownership limitation relatitga series of Preferred Stock.

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

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

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

The Series A Preferred Shares are not redeemablet@iFebruary 12, 2027. On and after February202y7, the Series A Preferred Shares
will be redeemable for cash at the option of thenfany, in whole or in part, at $1,000 per sharnes piny accrued and unpaid dividends
thereon to the date fixed for
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redemption. The redemption price (other than th#igrothereof consisting of accrued and unpaiddiiwids) is payable solely out of the sale
proceeds of other capital stock of the Companyctviniay include other series of Preferred Stock,feord no other source.

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

The Series A Preferred Shares are not convertitdxahangeable for any other property or securitfahe Company. The Series A Preferred
Shares are subject to certain restrictions on ostmigintended to preserve the Company's statufREd R for Federal income tax purposes.
See "Description of Preferred Stock -- RestrictiongOwnership" and "Description of Common Stoc&ertain Provisions Affecting Change
of Control -- Ownership Limitations and Restrictioon Transfer."

DESCRIPTION OF DEPOSITARY SHARES
GENERAL

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

The Depositary Shares will be evidenced by DepsReceipts issued pursuant to the applicable Depaseement. Immediately following
the issuance and delivery of the Preferred StoctheyCompany to a Preferred Stock Depositary, thagany will cause such Preferred St
Depositary to issue, on behalf of the Companybpositary Receipts. Copies of the applicable fofiDeposit Agreement and Depositary
Receipt may be obtained from the Company upon s#ganad the statements made hereunder relatingpogixt Agreements and the
Depositary Receipts to be issued thereunder arenswi@s of certain anticipated provisions thereaf da not purport to be complete and are
subject to, and qualified in their entirety by refiece to, all of the provisions of the applicablepbDsit Agreement and related Depositary
Receipts.

DIVIDENDS AND OTHER DISTRIBUTIONS

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

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

No distribution will be made in respect of any Dsjpary Share to the extent that it represents aefeRed Stock that has been converte
exchanged.
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WITHDRAWAL OF STOCK

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

REDEMPTION OF DEPOSITARY SHARES

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

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

VOTING OF THE PREFERRED STOCK

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

LIQUIDATION PREFERENCE

In the event of the liquidation, dissolution or wing up of the Company, whether voluntary or invaéry, the holders of each Depositary
Receipt will be entitled to the fraction of thedidation preference
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accorded each share of Preferred Stock representde Depositary Share evidenced by such DepgdRaceipt, as set forth in the
applicable Prospectus Supplement.

CONVERSION OF PREFERRED STOCK

The Depositary Shares, as such, will not be coibterinto Common Stock or any other securitiesropprty of the Company. Nevertheless,
if so specified in the applicable Prospectus Suppl relating to an offering of Depositary Shathe,Depositary Receipts may be
surrendered by holders thereof to the applicalddéePied Stock Depositary with written instructidossuch Preferred Stock Depositary to
instruct the Company to cause conversion of théeRexl Stock represented by the Depositary Shatidsrmced by such Depositary Receipts
into whole shares of Common Stock, other sharé¥@fierred Stock of the Company or other sharetoeksand the Company will agree that
upon receipt of such instructions and any amouaysiple in respect thereof, it will cause the cosieer thereof utilizing the same procedures
as those provided for delivery of Preferred Stackffect such conversion. If the Depositary Sharedenced by a Depositary Receipt are to
be converted in part only, a new Depositary ReaaifiReceipts will be issued for any Depositary $karot to be converted. No fractional
shares of Common Stock will be issued upon conerysind if such conversion will result in a fraotib share being issued, an amount will
be paid in cash by the Company equal to the vditigedfractional interest based upon the closingepof the Common Stock on the last
business day prior to the conversion.

AMENDMENT AND TERMINATION OF A DEPOSIT AGREEMENT

Any form of Depositary Receipt evidencing Deposit8hares that will represent Preferred Stock alydpanvision of a Deposit Agreement
will be permitted at any time to be amended by egrent between the Company and the applicable redf&tock Depositary. However, any
amendment that materially and adversely altersigins of the holders of Depositary Receipts ot tiauld be materially and adversely
inconsistent with the rights granted to the holddrthe related Preferred Stock will not be effeetunless such amendment has been app
by the existing holders of at least two-thirdstw tipplicable Depositary Shares evidenced by thkcaple Depositary Receipts then
outstanding. No amendment shall impair the righibject to certain anticipated exceptions in the @#pAgreements, of any holder of
Depositary Receipts to surrender any DepositarelRewith instructions to deliver to the holder tleéated Preferred Stock and all money
and other property, if any, represented therebgegixin order to comply with law. Every holder of autstanding Depositary Receipt at the
time any such amendment becomes effective shalebmed, by continuing to hold such Depositary Rectd consent and agree to such
amendment and to be bound by the applicable Depgstement as amended thereby.

A Deposit Agreement will be permitted to be terméthby the Company upon not less that 30 days' miiiten notice to the applicable
Preferred Stock Depositary if (i) such terminatismecessary to preserve the Company's statuRE&sTaor (ii) a majority of each series of
Preferred Stock affected by such termination caissiensuch termination, whereupon such Preferredk3Depositary will be required to
deliver or make available to each holder of DepogiReceipts, upon surrender of the Depositary iRecheld by such holder, such number
of whole or fractional shares of Preferred Stockrasrepresented by the Depositary Shares eviddrnycedch Depositary Receipts together
with any other property held by such Preferred Bepositary with respect to such Depositary Raseiphe Company will agree that if a
Deposit Agreement is terminated to preserve the @myls status as a REIT, then the Company wilitsdgest efforts to list the Preferred
Stock issued upon surrender of the related Depgsithares on a national securities exchange. litiadda Deposit Agreement will
automatically terminate if (i) all outstanding Dajtary Shares thereunder shall have been rededif)edere shall have been a final
distribution in respect of the related Preferreactin connection with any liquidation, dissolutionwinding up of the Company and such
distribution shall have been distributed to thedeot of Depositary Receipts evidencing the DepgsBaares representing such Preferred
Stock or

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

CHARGES OF A PREFERRED STOCK DEPOSITARY

The Company will pay all transfer and other taxed governmental charges arising solely from theterice of a Deposit Agreement. In
addition, the Company will pay the fees and expenda Preferred
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Stock Depositary in connection with the performaotis duties under a Deposit Agreement. Howelrelders of Depositary Receipts will
pay certain other transfer and other taxes andrgovental charges as well as the fees and expehadBreferred Stock Depositary for any
duties required by such holders to be performedwhre outside of those expressly provided fohenapplicable Deposit Agreement.

RESIGNATION AND REMOVAL OF DEPOSITARY

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

MISCELLANEOUS

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

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

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

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

DESCRIPTION OF COMMON STOCK
GENERAL

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

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

All shares of Common Stock issued will be duly awitred, fully paid, and non-assessable. Distrimgimay be paid to the holders of
Common Stock if and when declared by the boardrettbrs of the Company out of funds legally avalgatherefor. The Company intends to
continue to pay quarterly dividends.
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Under Maryland law, stockholders are generallyliadite for the Company's debts or obligationshd Company is liquidated, subject to the
right of any holders of preferred stock, if anyyréoeive preferential distributions, each outstagdihare of Common Stock will be entitled to
participate pro rata in the assets remaining agfigment of, or adequate provision for, all knowbtdeand liabilities of the Company.

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

CERTAIN PROVISIONS AFFECTING CHANGE OF CONTROL

GENERAL. Pursuant to the Company's Articles of ipowation and the Maryland general corporation (ene "MGCL"), the Company
cannot merge into or consolidate with another c@tion or enter into a statutory share exchanges#etion in which it is not the surviving
entity or sell all or substantially all of the atssef the Company unless the board of directorptsda resolution declaring the proposed
transaction advisable and a majority of stockhadaantitled to vote thereon (voting together asglsiclass) approve the transaction.

MARYLAND BUSINESS COMBINATION AND CONTROL SHARE STAUTES. The MGCL establishes special requirementis wi
respect to business combinations between Marylarbcations and interested stockholders unless ptiens are applicable. Among other
things, the law prohibits for a period of five yea merger and other specified or similar transastbetween a company and an interested
stockholder and requires a supermajority vote fiehdransactions after the end of the five-yeaiopeThe Company's Articles of
Incorporation contain a provision exempting the @any from the requirements and provisions of theyldad business combination statt
There can be no assurance that such provisiomuatilbe amended or repealed at any point in thedutu

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

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

If either of the foregoing exemptions in the Argislof Incorporation or bylaws is amended, the Margllbusiness combination statute or the
control share acquisition statute could have tfecebf discouraging offers to acquire the Compang of increasing the difficulty of
consummating any such offer.
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OWNERSHIP LIMITATIONS AND RESTRICTIONS ON TRANSFER&or the Company to remain qualified as a REITeuride Code,

not more than 50% in value of its outstanding shafesCommon Stock may be owned, directly or indlyedy five or fewer individuals
(defined in the Code to include certain entitias)img the last half of a taxable year, and sucheshenust be beneficially owned by 100 or
more persons during at least 335 days of a taxaaleof 12 months or during a proportionate pad ehorter taxable year. To ensure that the
Company remains a qualified REIT, the Articlesmmfdrporation provide that no holder (other tharspes approved by the directors at their
option and in their discretion) may own, or be dedrno own by virtue of the attribution provisiorfstioe Code, more than 9.8% (the
"Ownership Limit") of the issued and outstandingital stock of the Company. The board of directoesy waive the Ownership Limit if
evidence satisfactory to the board of directorstaedCompany's tax counsel is presented that thiegas in ownership will not jeopardize the
Company's status as a REIT.

If any stockholder purports to transfer shares pe@on and either the transfer would result inGbenpany failing to qualify as a REIT, or
stockholder knows that such transfer would causdrtinsferee to hold more than the Ownership Litié,purported transfer shall be null :
void, and the stockholder will be deemed not toehmansferred the shares. In addition, if any petsadds shares of capital stock in excess of
the Ownership Limit, such person will be deemetadlul the excess shares in trust for the Compariiynaii receive distributions with respect
to such shares and will not be entitled to votéhsiares. The person will be required to sell singres to the Company for the lesser of the
amount paid for the shares and the average clgsiog for the 10 trading days immediately precedimgredemption or to sell such shares at
the direction of the Company, in which case the gany will be reimbursed for its expenses in conpaatith the sale and will receive any
amount of such proceeds that exceeds the amoumipguson paid for the shares. If the Company réqases such shares, it may pay for the
shares with Common Units. The foregoing restriction transferability and ownership will not apdiyhie board of directors and the
stockholders (by the affirmative vote of the hoklef two-thirds of the outstanding shares of cagiiack entitled to vote on the matter)
determine that it is no longer in the best intey@$tthe Company to continue to qualify as a REIT.

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

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

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

OPERATING PARTNERSHIP AGREEMENT. The Operating Rarship Agreement requires that any merger (urthessurviving entity
contributes substantially all of its assets to@eerating Partnership for Common Units) or salalbbr substantially all of the assets of the
Operating Partnership be approved by a majorithefolders of Common Units (including Common Uwoitned by the Company). The
Operating Partnership Agreement also contains i relating to a limited partner's redemptightiin the event of certain changes of
control of the Company and under certain circuntstarallows for limited partners to continue to hGlommon Units in the Operating
Partnership following such a change of controlrebg maintaining the tax basis in their Common &lnithe covered changes of control
(each, a "Trigger Event") are: (i) a merger invotythe Company in which the Company is not theigsing entity;

(if) a merger involving the Company in which ther@many is the survivor but all or part of the Comyarshares are converted into securities
of another entity or the right to receive cash; @iidthe transfer by the Company to another gmit substantially all of the assets or earning
power of the Company or the Operating Partnership.
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Upon occurrence of a Trigger Event, the rights ifnited partner to receive a share of the Commaogimmon stock (a "REIT Share") or ¢
equal to the fair market value of a REIT Share umglemption of a Common Unit is converted intorilgat to receive a share (a
"Replacement Share") or cash equal to the fair etarlue thereof of the acquiror or a parent ofabguiror. If the acquiror does not have
publicly traded securities and a parent of the moqudoes, the publicly traded equity securitieshaf parent entity with the highest market
capitalization will be the Replacement Shareselther the acquiror nor any parent has publiclgedhequity securities, the Replacement
Shares will be the equity securities of the entiith the highest market capitalization. The numtifdReplacement Shares to be received by a
limited partner (or to be used to calculate théngasyment due) upon a redemption of Common Unidl ke equal to the number of REIT
Shares issuable prior to the Trigger Event mu#ibloy (i) the number of Replacement Shares theehalfla single REIT Share would have
received as a result of the Trigger Event or, é Replacement Shares have not been publicly tfadeshe year,

(i) a fraction, the numerator of which is the Aage Trading Price (as defined in the Operatingneeship Agreement) of a REIT Share as of
the Trigger Event and the denominator of whicthes Average Trading Price of a Replacement Shaoé the Trigger Event.

If the acquiror in a Trigger Event is a REIT, it stumake provision to preserve an operating paftiggructure with terms no less favorable
to the limited partners than currently in placeattdition, the Operating Partnership Agreementides/that, if a distribution of cash or
property is made in respect of a Replacement Stee)perating Partnership will distribute the sammunt in respect of a Common Unit as
would have been received by a limited partner hath partner's Common Units been redeemed for Replast Shares prior to such
distribution.

Because the Operating Partnership Agreement regjair@cquiror to make provision under certain oirstances to maintain the Operating
Partnership structure and maintain a limited paitrrgght to continue to hold Common Units withute redemption rights, the terms of the
Operating Partnership Agreement could also haveffieet of discouraging a third party from makingacquisition proposal for the
Company.

These provisions of the Operating Partnership Ageze may only be waived or amended upon the corgdimited partners holding at le¢
75% of the Common Units (excluding those held &y@ompany).

REGISTRAR AND TRANSFER AGENT
The Registrar and Transfer Agent for the CommormrlSts First Union National Bank, Charlotte, NortarGlina.
FEDERAL INCOME TAX CONSIDERATIONS

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

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

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

These sections of the Code are highly technicalcanaplex. The following sets forth the materialests of the sections that govern the
Federal income tax treatment of a REIT and itskdtolders. This summary is qualified in its entirbtythe applicable Code provisions, rules
and regulations promulgated thereunder, and adtratiise and judicial interpretation thereof.

Alston & Bird LLP has acted as tax counsel to tleenpany in connection with the offering of the Sétes and the Company's election to be
taxed as a REIT. Alston & Bird LLP is of the opinithat the Company has been organized and hastegénaconformity with the
requirements for qualification and taxation as dTRihder the Code for its taxable years ended Déeerdl, 1994 through 1996 and that the
Company is in a position to continue its qualifioatas a REIT within the definition of section 8866f the Code for the taxable year that'
end December 31, 1997. This opinion is based solelthe factual representations of the Companyemiitg its business operations and its
properties. In addition, the Company's qualificatés a REIT at any time during the 1997 year igddpnt, among other things, upon its
meeting the requirements of section 856(a) of thdethroughout the year and for the year as a whaleordingly, no assurance can be
given that the actual results of the Company'satmers for any particular year will satisfy the REkquirements.

FEDERAL INCOME TAXATION OF THE COMPANY

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

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

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

ORGANIZATIONAL REQUIREMENTS. The Code defines a REds a corporation, trust or association: (i) teahanaged by one or more
trustees or directors,

(i) the beneficial ownership of which is evidendadtransferable shares or by transferable ceatéig of beneficial interest, (iii) that would
taxable as a domestic corporation but for the REefuirements, (iv) that is neither a financial itngton nor an insurance company subject to
certain provisions of the Code, (v) the benefioihership of which is held by 100 or more persamsl (vi) during the last half of each
taxable year not more than 50% in value of thetantiing stock of which is owned, directly or inditlg, through the application of certain
attribution rules, by five or fewer individuals (dsfined in the Code to include certain entiti&s)addition, certain other tests regarding the
nature of its income and assets, described belew naust be satisfied. The Code provides that dimmdi (i) through (iv), inclusive, must be
met during the entire taxable year and that comlifi) must be met during at least 335 days okalike year of 12 months, or during a
proportionate part of a taxable year of less thambnths. For purposes of condition (vi), pensiomds and certain other tax-exempt entities
are treated as individuals or persons on a "loogtifjh" basis. In addition, the Company's Articlésnaorporation currently include certain
restrictions regarding transfer of its Common Staghich restrictions are intended (among otherghjrio assist the Company in continuing
to satisfy conditions (v) and (vi) above.

In the case of a REIT that is a partner in a pastrip, Treasury Regulations provide that the REIT lve deemed to own its proportionate
share of the assets of the partnership and willdened to be entitled to the income of the partigittributable to such share. In addition,
the character of the assets and gross income @fttteership retain the same character in the hafti® REIT for purposes of Section 85¢
the Code, including satisfying the gross incomistaad asset tests. Thus, the Company's propatishare of the assets, liabilities and it

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

INCOME TESTS. In order to maintain qualification@a&EIT, the Company annually must satisfy threesgincome requirements. First, at
least 75% of the Company's gross income (exclugings income from prohibited transactions) for eaglable year must be derived directly
or indirectly from investments relating to real pesty; including investments in other REITS, or tgages on real property (including "rents
from real property" and, in certain circumstangetgrest) or from certain types of temporary inmestts. Second, at least 95% of the
Company's gross income (excluding gross income fyavhibited transactions) for each taxable yearthaglerived from such real property
investments, dividends, interest and gain fromstide or disposition of stock or securities (or frany combination of the foregoing). Third,
short-term gain from the sale or other dispositibstock or securities, gain from prohibited trastg&ms and gain on the sale or other
disposition of real property held for less thanrfgears (apart from involuntary conversions anésalf foreclosure property) must represent
less than 30% of the Company's gross income (iimaugiross income from prohibited transactions)dach taxable year.

Rents received by the Company will qualify as "sgfinom real property” in satisfying the gross in@rmaquirements for a REIT described
above only if several conditions are met. First, dmount of rent must not be based in whole oaih @n the income or profits of any person.
However, an amount received or accrued generallyhoi be excluded from the term "rents from reagerty" solely by reason of being
based on a fixed percentage or percentages opteawisales. Second, the Code provides that recg¢sved from a tenant will not qualify as
“rents from real property" in satisfying the grassome tests if the REIT, or an owner of 10% of enof the REIT, directly or constructively
owns 10% or more of such tenant (a "Related Pahamt"). Third, if rent attributable to personabperty, leased in connection
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with a lease of real property, is greater than t%he total rent received under the lease, themptrtion of rent attributable to such personal
property will not qualify as "rents from real prape" Finally, for rents received to qualify as fits from real property,” the REIT generally
must not operate or manage the property or furmisiender services to the tenants of such propetitygr than through an independent
contractor from whom the REIT derives no revenueyided, however, the Company may directly perfaartain services that are "usually
or customarily rendered" in connection with thetaénf space for occupancy only and are not otterwbnsidered "rendered to the occug
of the property.

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

the Properties that are and will be provided diyeste usually or customarily rendered in connettigth the rental of space for occupancy
only and are not otherwise rendered to particélaants and therefore that the provision of suchices will not cause rents received with
respect to the Properties to fail to qualify asgsdrom real property. Services with respect toRheperties that the Company believes may
be provided by the Company or the Operating Pastrgdirectly without jeopardizing the qualificatief rent as "rents from real property"
are and will be performed by independent contractor

The Operating Partnership and the Company recea®ifh consideration of the performance of propmpagement and brokerage and
leasing services with respect to certain Propenti@wned entirely by the Operating PartnershiymhSees will not qualify under the 75% or
the 95% gross income tests. The Operating Partipeatdo may receive certain other types of incontl vespect to the properties it owns
that will not qualify for either of these tests.dddition, dividends on the Operating Partnerstafsk in Highwoods Services will not qualify
under the 75% gross income test. The Company lealjdowever, that the aggregate amount of suchafeesther non-qualifying income in
any taxable year will not cause the Company to eddke limits on non-qualifying income under eitlier 75% or the 95% gross income test.

If the Company fails to satisfy one or both of #%6 or 95% gross income tests for any taxable yearay nevertheless qualify as a REIT
that year if it is eligible for relief under cengprovisions of the Code. These relief provisionislve generally available if (i) the Company's
failure to meet these tests was due to reasonabkeand not due to willful neglect, (i) the Compattaches a schedule of the sources of its
income to its Federal income tax return and (iiy &ancorrect information on the schedule is not tufaud with intent to evade tax. It is not
possible, however, to state whether in all circamsges the Company would be entitled to the beagftiese relief provisions. For example
the Company fails to satisfy the gross income testause non-qualifying income that the Comparsniitnally incurs exceeds the limits on
such income, the IRS could conclude that the Corlpdailure to satisfy the tests was not due tsoeable cause. As discussed above in " --
Federal Income Taxation of the Company," evendtthrelief provisions apply, a tax would be imposét respect to the excess net income.
No similar mitigation provision provides reliefttie Company fails the 30% income test, and in sasle, the Company would ceas:

qualify as a REIT.

ASSET TESTS. At the close of each quarter of iksltée year, the Company also must satisfy three tekating to the nature and
diversification of its assets. First, at least 76Pthe value of the Company's total assets mustjesented by real estate assets, including
shares in other REITS, cash, cash items and gowsrnsecurities. Second, no more than 25% of thepgaogis total assets may be
represented by securities other than those in3b& &sset class. Third, of the investments include¢he 25% asset class, the value of any one
issuer's securities owned by the Company may rosexk5% of the value of the Company's total asaatsthe Company may not own more
than 10% of any one issuer's outstanding votingriees.

The 5% test must generally be met for any quanterhiich the Company acquires securities of an isStaus, this requirement must be
satisfied not only on the date on which the Compangugh the Operating Partnership acquired therg&xs of Highwoods Services, but a
each time the Company
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increases its ownership of its respective secar(ifecluding as a result of increasing its intefegshe Operating Partnership as limited part
exercise their redemption rights). Although the @amy plans to take steps to ensure that it satitffie 5% value test for any quarter with
respect to which retesting is to occur, there andyassurance that such steps will always be ssftd®r will not require a reduction in the
Company's overall interest in Highwoods Services.

The Operating Partnership owns 100% of the nongattock and 1% of the voting stock of Highwoodsvi®ess, and by virtue of its
ownership of Common Units, the Company will be ¢desed to own its pro rata share of such stock."$ke Company and the Operating
Partnership." Neither the Company nor the Operd®adnership, however, will own more than 1% of\tbéng securities of Highwoods
Services. In addition, the Company and its senianagement do not believe that the Company's pacstere of the value of the securities of
Highwoods Services exceeds 5% of the total value®fCompany's assets. The Company's belief islhaggart upon its analysis of the
estimated value of the securities of Highwoods Besvowned by the Operating Partnership relatithecestimated value of the other assets
owned by the Operating Partnership. No indepenaepitaisals will be obtained to support this coriolusand Alston & Bird LLP, in
rendering its opinion as to the qualification of iompany as a REIT, is relying on the conclusafrthe Company and its senior
management as to the value of the securities diwlgds Services. There can be no assurance, howieaethe IRS might not contend that
the value of such securities held by the Compamp(igh the Operating Partnership) exceeds the 5@& Viaitation.

After initially meeting the asset tests at the elo any quarter, the Company will not lose itsustaas a REIT for failure to satisfy the asset
tests at the end of a later quarter solely by rea$@hanges in asset values. If the failure tsfathe asset tests results from an acquisition of
securities or other property during a quarter fiilere can be cured by disposition of sufficieohragualifying assets within 30 days after the
close of that quarter. The Company intends to raairddequate records of the value of its assetagare compliance with the asset tests and
to take such other actions within 30 days afterctbee of any quarter as may be required to cuysmmancompliance.

ANNUAL DISTRIBUTION REQUIREMENTS. In order to bexad as a REIT, the Company is required to disteldlitidends (other than
capital gain dividends) to its stockholders in amoant at least equal to (a) the sum of (i) 95%hef€ompany's "REIT taxable

income" (computed without regard to the dividend&dmleduction and the Company's capital gain) @&n85% of the net income, if any,
from foreclosure property in excess of the speeialon income from foreclosure property, minustfi® sum of certain items of non-cash
income. Such distributions must be paid in the hxgear to which they relate, or in the followitagkable year, if declared before the
Company timely files its Federal income tax rettonsuch year and if paid on or before the firgfular dividend payment after such
declaration. Even if the Company satisfies thedoneg distribution requirements, to the extent thetCompany does not distribute all of its
net capital gain or "REIT taxable income" as adjdsit will be subject to tax thereon at regulgpita gains or ordinary corporate tax rates.
Furthermore, if the Company should fail to disttéduring each calendar year at least the sum) &% of its ordinary income for that year,
(b) 95% of its capital gain net income for thatiyaad (c) any undistributed taxable income fronoipperiods, the Company would be subject
to a 4% excise tax on the excess of such requistdhdition over the amounts actually distributedaddition, during its Recognition Period,
if the Company disposes of any asset subject t8thile In Gain Rules, the Company will be required, punéta guidance issued by the IF
to distribute at least 95% of the Built-In Gaintéaftax), if any, recognized on the dispositiorthaf asset.

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

It is expected that the Company's REIT taxablenmeavill be less than its cash flow due to the allose of depreciation and other non-cash
charges in computing REIT taxable income. Accorlyinthe Company anticipates that it will generdigve sufficient cash or liquid assets to
enable it to satisfy the 95% distribution requiretndt is possible, however, that the Company, ftone to time, may not have sufficient ce
or other liquid assets to meet the 95% distributguirement or to distribute such greater amoamhay be necessary to avoid income and
excise taxation, due to timing differences betw@ethe
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actual receipt of income and the actual paymenedictible expenses and (ii) the inclusion of Sacbme and the deduction of such
expenses in arriving at taxable income of the Caompar as a result of nondeductible cash experelitauch as principal amortization or
capital expenditures in excess of noncash dedwgtiarthe event that such timing differences octhe,Company may find it necessary to
arrange for borrowings or, if possible, pay taxateck dividends in order to meet the distributiequirement.

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

FAILURE TO QUALIFY

If the Company fails to qualify for taxation as &IR in any taxable year and the relief provisionsndt apply, the Company will be subjec
tax (including any applicable alternative minimua)ton its taxable income at regular corporatestddéstributions to stockholders in any
year in which the€Company fails to qualify will not be deductible the Company nor will they be required to be madesuch event, to the
extent of current or accumulated earnings and tstddll distributions to stockholders will be dieitds, taxable as ordinary income, except
that, subject to certain limitations of the Coderporate distributees may be eligible for the dividsreceived deduction. Unless the Comg.

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

TAXATION OF U.S. STOCKHOLDERS

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

DISTRIBUTIONS GENERALLY. Distributions to U.S. Stkholders, other than capital gain dividends diseddselow, will constitute
dividends up to the amount of the Company's cumeatcumulated earnings and profits and, to tkizng, will be taxable to the stockhold
as ordinary income. These distributions are ngjtdk for the dividends-received deduction for a@rgiions. To the extent that the Company
makes a distribution in excess of its current @uatulated earnings and profits, the distributioh e treated first as a tax-free return of
capital, reducing the tax basis in the U.S. Stoldkdits Common Stock, and the distribution in exadssuch basis will be taxable as gain
realized from the sale of its Common Stock. Dividedeclared by the Company in October, Novemb&eaember of any year payable to a
stockholder of record on a specified date in arghsuonth shall be treated as both paid by the Cagnpad received by the stockholders on
December 31 of the year, provided that the dividear@ actually paid by the Company during Januftigeofollowing calendar year.
Stockholders are not allowed to include on theindvederal income tax returns any tax losses o€tirapany.

The Company will be treated as having sufficiemhggys and profits to treat as a dividend any itistion by the Company up to the amount
required to be distributed in order to avoid impiosi of the 4% excise tax discussed in " -- Federedme Taxation of the Company" above.
Moreover, any "deficiency dividend" will be treatad an ordinary or capital gain dividend, as tteeceaay be, regardless of the Company's
earnings and profits. As a result, stockholders beyequired to treat certain distributions thatildatherwise result in a tax-free return of
capital as taxable dividends.
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CAPITAL GAIN DISTRIBUTIONS. Distributions to U.S.t8ckholders that are properly designated by the 2o as capital gain
distributions will be treated as long-term capgains (to the extent they do not exceed the Compaayual net capital gain) for the taxable
year without regard to the period for which thecktmlder has held his stock. However, corporatek$tolders may be required to treat uj
20% of certain capital gain dividends as ordinaigoime. Capital gain dividends are not eligibletfa dividends-received deduction for
corporations.

PASSIVE ACTIVITY LOSS AND INVESTMENT INTEREST LIMITATIONS. Distributions from the Company and gainnfrthe
disposition of Common Stock will not be treatedgassive activity income, and therefore stockholdeélisnot be able to apply any "passive
losses" against such income. Dividends from the @omw (to the extent they do not constitute a retdircapital) will generally be treated as
investment income for purposes of the investmetetr@st limitation; net capital gain from the dispios of Common Stock or capital gain
dividends generally will be excluded from investmigicome.

CERTAIN DISPOSITIONS OF SHARES. Losses incurredtmnsale or exchange of Common Stock held forttess six months (after
applying certain holding period rules) will be desdong-term capital loss to the extent of any tzdgjain dividends received by the selling
stockholder from those shares.

TREATMENT OF TAX-EXEMPT STOCKHOLDERS. Distributiorfsom the Company to a tax-exempt employee pensimt or other
domestic tax-exempt stockholder generally will constitute "unrelated business taxable income" TWUBunless the stockholder has
borrowed to acquire or carry its Common Stock. @iedl trusts that hold more than 10% (by value}haf shares of certain REITs may be
required to treat a certain percentage of suchld@'RHEistributions as UBTI. This requirement wipgy only if (i) the REIT would not qualif
as such for Federal income tax purposes but foapipdication of a "look-through" exception to tlieefor fewer requirement applicable to
shares held by qualified trusts and (ii) the RETpgredominantly held" by qualified trusts. A REETpredominantly held if either (i) a single
qualified trust holds more than 25% by value of REEIT interests or (ii) one or more qualified tsystach owning more than 10% by value of
the REIT interests, hold in the aggregate more 8@ of the REIT interests. The percentage of aByTRlividend treated as UBTI is equal
to the ratio of (a) the UBTI earned by the REIB#ting the REIT as if it were a qualified trust dhdrefore subject to tax on UBTI) to (b) the
total gross income (less certain associated expgp$¢he REIT. A de minimis exception applies whtre ratio set forth in the preceding
sentence is less than 5% for any year. For thegmges, a qualified trust is any trust describeBantion 401(a) of the Code and exempt f
tax under Section 501(a) of the Code. The provisi@quiring qualified trusts to treat a portiorREIT distributions as UBTI will not apply
the REIT is able to satisfy the five or fewer reguient without relying upon the "look-through" egtien. The restrictions on ownership of
Common Stock in the Articles of Incorporation gexligrwill prevent application of the provisions ateng a portion of REIT distributions as
UBTI to tax-exempt entities purchasing Common Stadisent a waiver of the restrictions by the badimdirectors.

SPECIAL TAX CONSIDERATIONS FOR NON-U.S. STOCKHOLDER S

The rules governing United States income taxatfamoa-resident alien individuals, foreign corpooats, foreign partnerships and foreign
trusts and estates (collectively, "Non-U.S. Stodt#trs") are complex, and the following discussi®imiended only as a summary of these
rules. This discussion is based on current lawckvig subject to change, and assumes that the Ggnopalifies for taxation as a REIT.
Prospective Non-U.S. Stockholders should constuh thieir own tax advisors to determine the impddtexeral, state, local and foreign
income tax laws on an investment in the Compargfyding any reporting requirements.

A distribution by the Company that is not attrithleato gain from the sale or exchange by the Comp#@a United States real property
interest and that is not designated by the Compargy capital gain distribution will be treated a®edinary income dividend to the extent 1

it is made out of current or accumulated earnimgbofits of the Company. Generally, any ordinagome dividend will be subject to a
Federal income tax equal to 30% of the gross amafuthie dividend unless this tax is reduced by @ulieable tax treaty. Such a distribution
in excess of the Company's earnings and profitsh@itreated first as a return of capital that walluce a Non-U.S. Stockholder's basis in its
Common Stock (but not
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below zero) and then as gain from the dispositiosuch shares, the tax treatment of which is desdrunder the rules discussed below with
respect to dispositions of Common Stock.

Distributions by the Company that are attributablgain from the sale or exchange of a United Stegtal property interest will be taxed to a
Non-U.S. Stockholder under the Foreign InvestmentaalfProperty Tax Act of 1980 ("FIRPTA"). Under FIR®, such distributions are
taxed to a Non-U.S. Stockholder as if the distiing were gains "effectively connected” with a @diStates trade or business. Accordingly,
a Non-U.S. Stockholder will be taxed at the noroaglital gain rates applicable to a U.S. Stockho(gebject to any applicable alternative
minimum tax and a special alternative minimum takhie case of non-resident alien individuals). ifistions that are taxable under FIRPTA
also may be subject to a 30% branch profits taxwhade to a Non-U.S. Stockholder that is not extitb an exemption or reduced branch
profits tax rate under an income tax treaty.

Although tax treaties may reduce the Company'shaittfing obligations, the Company generally willfeguired to withhold from
distributions to Non-U.S. Stockholders, and remitite IRS, (i) 35% of designated capital gain davids (or, if greater, 35% of the amount of
any distributions that could be designated as abgéin dividends) and (ii) 30% of ordinary dividkenpaid out of earnings and profits. In
addition, if the Company designates prior distridns as capital gain dividends, subsequent didtabs, up to the amount of such prior
distributions that were designated as capital gdividends, will be treated as capital gain dividefor purposes of withholding. A
distribution in excess of the Company's earningsgofits may be subject to 30% dividend withhotd{mnless such Nob-S. Stockholder i
entitled to a lower rate under an income tax tleatyl0% FIRPTA withholding. If the amount of taxthheld by the Company with respect

a distribution to a Non-U.S. Stockholder exceedsstiockholder's United States tax liability witlspect to such distribution, the Non-U.S.
Stockholder may file for a refund of such excessnfthe IRS.

Unless the Common Stock constitutes a "United Stagtal property interest" within the meaning of PFIR\, a sale of Common Stock by a
Non-U.S. Stockholder generally will not be subjecFederal income taxation. The Common Stock will emistitute a United States real
property interest if the Company is a "domesticatintrolled REIT." A domestically controlled REIF @& REIT in which at all times during a
specified testing period less than 50% in valuiso$hares is held directly or indirectly by NonSUJStockholders. It is currently anticipated
that the Company will be a domestically controlREIT and therefore that the sale of Common Stodknet be subject to taxation under
FIRPTA. However, because the Common Stock will bieliply traded, no assurance can be given thaCtirapany will be a domestically
controlled REIT. If the Company were not a domedlyccontrolled REIT, whether a Non-U.S. Stockhalslsale of Common Stock would be
subject to tax under FIRPTA as a sale of a UnitdieS real property interest would depend on whiatteeCommon Stock were "regularly
traded" on an established securities market (ss¢heaNew York Stock Exchange) on which the Comi@tatk will be listed and on the size
of the selling stockholder's interest in the Conypdfthe gain on the sale of Common Stock wergexilio taxation under FIRPTA, the Non-
U.S. Stockholder would be subject to the samertreat as a U.S. Stockholder with respect to the @rihject to applicable alternative
minimum tax and a special alternative minimum tathie case of non-resident alien individuals). Ntitstanding the foregoing, capital gains
not subject to FIRPTA will be taxable to a Non-USBockholder if the Non-U.S. Stockholder is a nesident alien individual who is present
in the United States for 183 days or more durirggtétxable year and certain other conditions applwhich case the non-resident alien
individual will be subject to a 30% tax on his @riJ.S. source capital gains. In any event, a @gehof Common Stock from a Non-U.S.
Stockholder will not be required to withhold und@RPTA on the purchase price if the purchased Com8tock is "regularly traded" on an
established securities market or if the Comparsydemestically controlled REIT. Otherwise, undéRFTA the purchaser of Common Stock
from a Non-U.S. Stockholder may be required to dtld 10% of the purchase price and remit this arhtuthe IRS.

INFORMATION REPORTING REQUIREMENTS AND BACKUP WITHH OLDING TAX

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

(i) furnishes an incorrect
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TIN, (iii) is notified by the IRS that he or shegtailed to report properly payments of interest dividends or is otherwise subject to backup
withholding or (iv) under certain circumstanceslsféo certify, under penalties of perjury, thatdreshe has furnished a correct TIN and (a)
that he or she has not been notified by the IRBh@ar she is subject to backup withholding falufa to report interest and dividend
payments or (b) that he or she has been notifiethdyRS that he or she is no longer subject tiigaevithholding. Backup withholding will
not apply with respect to payments made to cegg@mpt recipients, such as corporations and tarypkerganizations.

U.S. Stockholders should consult their own tax sohd regarding their qualifications for exemptiooni backup withholding and the
procedure for obtaining such an exemption. Backitphalding is not an additional tax. Rather, theoaimt of any backup withholding with
respect to a payment to a U.S. Stockholder withllved as a credit against the U.S. Stockholdémised States Federal income tax liability
and may entitle the U.S. Stockholder to a refumdyiped that the required information is furnishedhe IRS.

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

TAX ASPECTS OF THE OPERATING PARTNERSHIP

GENERAL. Substantially all of the Company's investits are held through the Operating Partnershigeireral, partnerships are "pass-
through" entities which are not subject to Federabme tax. Rather, partners are allocated thepgionate shares of the items of income,
gain, loss, deduction and credit of a partnersdm, are potentially subject to tax thereon, withegiard to whether the partners receive a
distribution from the partnership. The Companyuwgs in its income its proportionate share of tredoing Operating Partnership items for
purposes of the various REIT income tests anderctmputation of its REIT taxable income. Moreover purposes of the REIT asset tests,
the Company includes its proportionate share aftageeld by the Operating Partnership.

TAX ALLOCATIONS WITH RESPECT TO THE PROPERTIES. Ruant to Section 704(c) of the Code, income, dags, and deduction
attributable to appreciated or depreciated propgsugh as the Properties) that is contributedpartership in exchange for an interest in the
partnership, must be allocated in a manner sudhthbacontributing partner is charged with, or Haadrom, respectively, the unrealized gain
or unrealized loss associated with the propertii@time of the contribution. The amount of sucheatized gain or unrealized loss in
generally equal to the difference between therfeirket value of contributed property at the timeaftribution, and the adjusted tax basis of
such property at the time of contribution (a "Bobdx Difference™). Such allocations are solely fedEral income tax purposes and do not
affect the book capital accounts or other econamiegal arrangements among the partners. The @pgRartnership was formed by way of
contributions of appreciated property (including t#roperties). Consequently, the Operating Patipesgreement requires such allocations
to be made in a manner consistent with Sectioncj@f(the Code.

In general, the partners who have contributed peship interests in the Properties to the Opera&iagnership (the "Contributing Partners™)
will be allocated lower amounts of depreciation wetns for tax purposes than such deductions woelifl determined on a pro rata basis
addition, in the event of the disposition of anythed contributed assets (including the Propertigsth have a Book-Tax Difference, all
taxable income attributable to such Book-Tax D#feze generally will be allocated to the ContribgtiPartners, and the Company generally
will be allocated only its share of capital gaitisilautable to appreciation, if any, occurring aftiee closing of the acquisition of such
properties. This will tend to eliminate the BookxTRifference over the life of the Operating Partigp. However, the special allocation rules
of Section 704(c) do not always entirely elimintdite Book-Tax Difference on an annual basis or wepect to a specific taxable transaction
such a sale. Thus, the carryover basis of the iboréd assets in the hands of the Operating Pattipewill cause the Company to be alloc:
lower depreciation and other deductions, and phsaiiounts of taxable income in the event of a ekuch contributed assets in excess of
the economic or book income allocated to it assaltef such sale. This may cause the Companycimgréze taxable income in excess of
cash proceeds, which might adversely affect the famy's ability to
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comply with the REIT distribution requirements. See Requirements for
Quialification -- ANNUAL DISTRIBUTION REQUIREMENTS."

Treasury Regulations under Section 704(c) of theéeQurovide partnerships with a choice of severahous of accounting for Book-Tax
Differences, including the "traditional method" timaay leave some of the Book-Tax Differences unaated for, or the election of certain
methods which would permit any distortions causgd Book-Tax Difference at this time to be entiredgtified on an annual basis or with
respect to a specific taxable transaction suchsadea The Operating Partnership and the Compavsy dketermined to use the "traditional
method" for accounting for Book-Tax Differenceshuiespect to the Properties contributed to theneship. As a result of such
determination, distributions to stockholders wil tomprised of a greater portion of taxable incoatleer than a return of capital. The
Operating Partnership and the Company have notrdieted which of the alternative methods of accaumfor Book-Tax Differences will be
elected with respect to Properties contributedhéoRartnership in the future.

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

BASIS IN OPERATING PARTNERSHIP INTEREST. The Companadjusted tax basis in its interest in the OfrggePartnership generally
(i) will be equal to the amount of cash and thesabany other property contributed to the Opag®artnership by the Company, (ii) will be
increased by (a) its allocable share of the Opmgd®iartnership's income and (b) its allocable sbhiedebtedness of the Operating
Partnership and (iii) will be reduced, but not relrero, by the Company's allocable share of (adesuffered by the Operating Partnership,
(b) the amount of cash distributed to the Comparty/(&) constructive distributions resulting fromealuction in the Company's share of
indebtedness of the Operating Partnership.

If the allocation of the Company's distributive shaf the Operating Partnership's loss exceedadfusted tax basis of the Company's
partnership interest in the Operating Partnerghiprecognition of such excess loss will be detetnatil such time and to the extent that the
Company has an adjusted tax basis in its partneistarest. To the extent that the Operating Peshig's distributions, or any decrease in the
Company's share of the indebtedness of the Opgratrtnership (such decreases being considereshalsdribution to the partners), exceed
the Company's adjusted tax basis, such exces#difins (including such constructive distributipesnstitute taxable income to the
Company. Such taxable income normally will be chemazed as a capital gain, and if the Companyéra@st in the Operating Partnership has
been held for longer than the long-term capitahgaUnder current law, capital gains and ordinacpime of corporations are generally taxed
at the same marginal rates.

SALE OF THE PROPERTIES. The Company's share of gahzed by the Operating Partnership on the cladey property held by the
Operating Partnership as inventory or other propeetd primarily for sale to customers in the oadincourse of the Operating Partnership's
trade or business will be treated as income frquroaibited transaction that is subject to a 100%afig tax. See " -- Requirements for
Qualification -- Income Tests." Such prohibitedigaction income may also have an adverse effect thlgoCompany's ability to satisfy the
income tests for qualification as a REIT. Undeisérg law, whether property is held as inventorpomarily for sale to customers in the
ordinary course of the Operating Partnership'sstadousiness is a question of fact that dependsl dine facts and circumstances with res

to the particular transaction. The Operating Pastnip intends to hold the Properties for investnveith a view to long-term appreciation, to
engage in the business of acquiring, developingigy and operating the Properties (and other ptigs¢ and to make such occasional sales
of the Properties, including peripheral land, asamsistent with the Operating Partnership's itmwest objectives.

RECENT LEGISLATION

Prospective purchasers of Securities should beeathat the recently enacted Taxpayer Relief Ad987 (the "1997 Act") made numerous
changes to the Code, including reducing the maxirraxnimposed on net capital gains from the sal@ssets held for more than 18 month:
individuals, trusts and estates. The 1997 Act ala&es certain changes to the requirements to gwib REIT and to the taxation of REITs
and their shareholders.
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The 1997 Act contains significant changes to tlattan of capital gains of individuals, trusts aslates and certain changes to the REIT
requirements and the taxation of REITs. For gadadized after July 28, 1997, and subject to cegateptions, the maximum rate of tax on
net capital gains on individuals, trusts and esthtam the sale or exchange of assets held for thare 18 months has been reduced to 20%,
and such maximum rate is further reduced to 18%g$sets acquired after December 31, 2000 and tvelddre than five years. For fifteen
percent bracket taxpayers, the maximum rate ocapstal gains is reduced to 10%, and such maximateis further reduced to 8% for as:
sold after December 31, 2000 and held for more fivanyears. The maximum rate for net capital gaitisbutable to the sale of depreciable
real property held for more than 18 months is 26% & extent of the deductions for depreciatiomwdispect to such property. Long-term
capital gain allocated to a shareholder by the Gowipvill be subject to the 25% rate to the extbat the gain does not exceed depreciation
on real property sold by the Company. The maximata of capital gains tax for capital assets heldentiwan one year but not more than 18
months remains at 28%. The taxation of capital gafrcorporations was not changed by the 1997 Act.

The 1997 Act also includes several provisions #natintended to simplify the taxation of REITs. $@erovisions are effective for taxable
years beginning after the date of enactment ol 88¥ Act which, as to the Company, is its taxatdarycommencing January 1, 1998. Firs
determining whether a REIT satisfies the incoméstesREIT's rental income from a property will eegse to qualify as "rents from real
property" merely because the REIT performs a deémignamount of impermissible services to the tenBat purposes of the preceding
sentence, (i) the amount of income received froah senpermissible services cannot exceed one peofeitamounts received or accrued
during such taxable year directly or indirectlythg REIT with respect to such property and (ii) &neount treated as received by the REI1
such impermissible services cannot be less tharpégtent of the direct cost of the trust in furimighor rendering such services. Second,
certain non-cash income, including income from edlation of indebtedness and original issue distauithbe excluded from income in
determining the amount of dividends that a REIfeguired to distribute. Third, a REIT may electétain and pay income tax on net long-
term capital gain that it received during the taar If such election is made, (i) the shareholdglitsnclude in their income their
proportionate share of the undistributed long-teapital gains as designated by the REIT; (ii) th@sholders will be deemed to have paid
their proportionate share of the tax, which wouddcbedited or refunded to the shareholder, andlifié basis of the shareholders' shares will
be increased by the amount of the undistributed-term capital gains (less the amount of capital g paid by the REIT) included in st
shareholders' long-term capital gains. Fourth 19@7 Act repeals the requirement that a REIT reckiss than 30% of its gross income from
the sale or disposition of stock or securities tietdess than one year, gain from prohibited teatisns, and gain from certain sales of real
property held less than four years. Finally, th@718.ct contains a number of technical provisiorat tleduce the risk that a REIT will
inadvertently cease to qualify as a REIT.

OTHER TAX CONSIDERATIONS

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

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

STATE AND LOCAL TAX

The Company and its stockholders may be subjestiate and local tax in various states and localitiecluding those in which it or they
transact business, own property, or reside. Théréatment of the
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Company and the stockholders in such jurisdictioay differ from the Federal income tax treatmersicti®ed above. Consequently,
prospective stockholders should consult their cavnadvisors regarding the effect of state and ltacalaws on an investment in the Common
Stock of the Company.

PLAN OF DISTRIBUTION

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

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

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

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

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

EXPERTS

The consolidated financial statements and schexfiigghwoods Properties, Inc., incorporated hetsimeference from the Company's
annual report (Form 10-K) for the year ended Deaam3ii, 1996, and of Highwoods/Forsyth Limited Parship, incorporated herein by
reference from the Operating Partnership's anmyadrt (Form 10-K) for the year ended December 9961 the financial statements with
respect to
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Anderson Properties, Inc. and the financial statemeith respect to Century Center Group incorpmtdterein by reference from the
Company's current report on Form 8-K dated Jan8atp97 (as amended on Forms 8-K/A dated Februat997 and March 10, 1997), the
combined financial statements and schedule of E&aKimith for the year ended December 31, 1995, ripoated by reference from the
Company's current report on Form 8-K dated April996 (as amended on Forms 8-K/A filed June 3, E3®bJune 18, 1996), and the
Historical Summary of Gross Income and Direct OfiegaExpenses for certain properties owned by Taveec Corporation for the year
ended December 31, 1995, incorporated herein leyaete from the Company's Current Report on Fokrd@ted April 29, 1996 (as
amended on Forms 8-K/A filed June 3, 1996 and 18pd996), have been audited by Ernst & Young LihBependent auditors, as set forth
in their reports thereon included therein and ipoosted herein by reference. Such financial statésrere incorporated herein by reference in
reliance upon such reports given upon the authofiguch firm as experts in accounting and auditing

The combined statement of revenue and certain tipgraxpenses of the Associated Capital PropeRatfolio for the year ended December
31, 1996, and the combined statement of revenueentain operating expenses of the 1997 Pendingiéitipns for the year ended
December 31, 1996, incorporated by reference hémim the Company's current report on Form 8-K d&8eptember 18, 1997, have been so
incorporated in reliance upon the reports of Cosgetybrand L.L.P., independent accountants, giorrihe authority of said firm as experts
in accounting and auditing.

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

& Sons, Inc. as of December 31, 1994 and for tlee ffeen ended, and the financial statements ofkeérdRealty Investors, Inc. as of
December 31, 1994 and 1993, and for each of thes yieaghe two year period ended December 31, 188&4e been incorporated by reference
herein from the Company's current report on Forkhdated April 29, 1996 (as amended on Forms 8-Ki&dfJune 3, 1996 and June 18,
1996), in reliance upon the reports of KPMG Peatwilek LLP, independent certified public accountaimsorporated by reference herein,
and upon the authority of said firm as expertsccoanting and auditing.

The combined financial statements of Southeasttir€alrp., AP Southeast Portfolio Partners, L.P. ARdFontaine 1l Partners, L.P. as of
December 31, 1994 and for the year ended Decenibd934, and the financial statements of AP FoetdinPartners, L.P. for the period
from October 28, 1993 (date of inception) througit®mber 31, 1993 incorporated herein by referemee the Company's current report on
Form 8-K dated April 29, 1996 (as amended on F@fA$A filed June 3, 1996 and June 18, 1996), haenbaudited by Deloitte & Touche
LLP, independent auditors, as set forth in thgdorés thereon included therein and incorporatedinhdry reference and are included in
reliance upon the reports of such firm given ugwirtauthority as experts in accounting and auglitin

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

LEGAL MATTERS

The validity of the Securities offered hereby isnigegpassed upon for the Company and the Operainmé&rship by Alston & Bird LLP,
Raleigh, North Carolina. Certain legal matters Wwél passed upon for any underwriters, dealersemtadpy Andrews & Kurth L.L.P.,
Washington, D.C.

In addition, the description of Federal income ¢arsequences contained in this Prospectus entifkadkral Income Tax Considerations" is
based upon the opinion of Alston & Bird LLP.
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