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incorporation or organization Classification Code Numbe identification number
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(919) 872-4924
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Ronald P. Gibson, President and Chief Executive Officer
Highwoods Properties, Inc.
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604
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If any of the securities being registerediua form are to be offered on a delayed or contisumasis pursuant to Rule 415 under the
Securities Act of 1933, other than securities @ffieonly in connection with dividend or reinvestmplains, please check the following box.

If this form is filed to register additionadcurities for an offering pursuant to Rule 462(bjier the Securities Act of 1933, please checl
following box and list the Securities Act registost statement number of the earlier effective rtegion statement for the same offering.
O

If this form is a post-effective amendmengdilpursuant to Rule 462(c) under the Securities &wtck the following box and list the
Securities Act registration number of the earlige@ive registration statement for the same offgri O

If delivery of the prospectus is expectede¢aade pursuant to Rule 434, please check thenfioiipbox.

CALCULATION OF REGISTRATION FEE

Proposed
Title of Each Class Maximum Aggregate Amount of
To BeRegistered (1) Offering Price Registration Fee (3)
Highwoods Realty Limited Partnership MConvertible Debt Securitie $380,000,00(2) $34,96((2)

Highwoods Properties, Inc. Guarantees — —

(1) This registration statement also covers contrihetsmay be issued by Highwoods Realty Limitedrraship (the “Operating
Partnershi”) under which the counterparty may be required talpase Debt Securities covered here

(2) Pursuant to Rule 429 under the Securities A&933, the prospectus included in this registrasiatement also relates to (a) an
aggregate of $220,000,000 of securities of the &jpey Partnership previously registered pursuan¢gistration statement 333-51671,
for which a filing fee of $66,667 was paid at thee such registration statement was originallydfilh) an aggregate of $830,000,000
of securities of Highwoods Properties, Inc. (th@fitpany”) previously registered pursuant to regigirastatement 333-51671-01, for
which a filing fee of $251,516 was paid at the tisueh registration statement was originally filedl §c) an aggregate of $68,012,249
of securities of the Company previously registgratsuant to registration statement 333-31183, fucka filing fee of $20,610 was
paid at the time such registration statement wiggnaily filed.

(3) Calculated pursuant to Rule 457(c) of the rulesragdlations under the Securities Act of 1€

(4) Debt Securities issued by the Operating Partifershy be accompanied by a Guarantee to be issuftelCompany. No separate
consideration will be received for any Guaran

Pursuant to Rule 429 under the Securities Act of 1933, the prospectusincluded in thisregistration statement isa combined
prospectus and relatesto registration statement no. 333-51671 previoudly filed by the Operating Partner ship and declared effective on
June9, 1998, registration statement no. 333-51671-01 previoudly filed by the Company and declared effective on June 9, 1998 and
registration statement no. 333-31183 previoudly filed by the Company and declar ed effective on July 24, 1997. Upon effectiveness, this
registration statement, which isa new registration statement, will also constitute post-effective amendment no. 1 toregistration
statement nos. 333-51671 and 333-51671-01 and post-effective amendment no. 2 to registration statement no. 333-31183.

Theregistrants hereby amend thisregistration statement on such date or dates as may be necessary to delay its effective date until
theregistrants shall file a further amendment which specifically statesthat thisregistration statement shall ther eafter become effective
in accordance with Section 8(a) of the Securities Act of 1933 or until theregistration statement shall become effective on such date as
the Commission, acting pursuant to said Section 8(a), may deter mine.
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PROSPECTUS
$1,498,012,249
HIGHWOODS PROPERTIES, INC.
Common Stock, Preferred Stock and Depositary Shares
HIGHWOODSREALTY LIMITED PARTNERSHIP
Debt Securities
Highwoods Properties, Inc. may from time to time offer up to $898,012,249 of:

. common stock
. preferred stock; an
. preferred stock represented by depositary sh

Highwoods Realty Limited Partner ship may from time to time offer up to $600,000,000 of:
. debt securities
The prospectus supplement will contain the following information about thefefed securities:

title and amount

offering price, underwriting discounts and comnussi and our net proceel

any market listing and trading symbol; ¢

names of lead or managing underwriters and degmmipf underwriting arrangemen

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

Our mailing address and telephone number are:
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604
(919) 872-4924

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

The date of this prospectus is , 2002.
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ABOUT THISPROSPECTUS
We refer to Highwoods Properties, Inc. as the “Camyg’ and Highwoods Realty Limited Partnership as tperating Partnership.”

This prospectus is part of a shelf registrastatement. Under this shelf registration stateptea Company may sell any combination of
common stock, preferred stock and depositary sharm@se or more offerings for total proceeds oft@$898,012,249, and the Operating
Partnership may sell debt securities of variousnisein one or more offerings for total proceedspta$600,000,000. This prospectus
provides you with a general description of the siéies we may offer. Each time we sell securitigs,will provide a prospectus supplement
that will contain specific information about thertes of that offering. The prospectus supplement au; update or change information
contained in this prospectus. Before you buy angunfsecurities, it is important for you to consitiee information contained in this
prospectus and any prospectus supplement togettireadditional information described under the hiegdWhere You Can Find More
Information.”

THE COMPANY AND THE OPERATING PARTNERSHIP

The Company is a self-administered and seliagad equity REIT that began operations througtedgeessor in 1978. Since the
Companys initial public offering in 1994, we have evolviedo one of the largest owners and operators ofihan office, industrial and ret
properties in the southeastern and midwestern tidtates. At June 30, 2002, we:

. owned 500 i-service office, industrial and retail propertiesc@mpassing approximately 37.9 million rentableasqeet;

. owned an interest (50% or less) in 76 in-servifiee and industrial properties, encompassing agprately 7.4 million rentable
square feet, and 418 apartment ur

. owned 1,304 acres (and had agreed to purchasgditional eight acres over the next year) of uedtgyed land suitable for future
development

. owned 10 development properties, encompassing gippaitely 992,000 rentable square feet;

. owned an interest (50% or less) in two developrmpeoperties, encompassing 373,000 rentable squeir:

The Company conducts substantially all o&itvities through, and substantially all of it¢arests in the properties are held directly or
indirectly by, the Operating Partnership. The Conypia the sole general partner of the Operatingneship. At June 30, 2002, the Comp:
owned approximately 88% of the common partnergfitigrésts, which we refer to as “common units,’hi@ Operating Partnership. Limited
partners (including some of our officers and dioeg} own the remaining common units. Holders of emn units may redeem them for the
cash value of one share of the Company’s commak siig at the Company’s option, one share of comsiook.

1
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USE OF PROCEEDS

Unless otherwise specified in the prospeapplement, we intend to use the net proceeds fhensale of securities offered by this
prospectus for general corporate purposes, inajuitie development and acquisition of additionapprties and other acquisition
transactions, the repayment of outstanding debirapdovements to properties in our portfolio. Agueed by the terms of the partnership
agreement of the Operating Partnership, the Comparst invest the net proceeds of any sale of comstmok, preferred stock or depositary
shares in the Operating Partnership in exchangadditional partnership interests.

RATIOS OF EARNINGSTO COMBINED FIXED CHARGES
AND PREFERRED STOCK DIVIDENDS

The following table shows ratios of earningdixed charges for the Company and the OperatargnBrship for the periods shown:

Company  Operating Partnership

Six Months Ended June 30, 20 1.87 1.91
Year Ended December 31, 20 2.04 2.07
Year Ended December 31, 20 1.9¢ 1.9¢
Year Ended December 31, 19 1.94 1.9¢
Year Ended December 31, 19 2.1t 2.1¢
Year Ended December 31, 19 2.5¢ 2.54

The following table shows ratios of earninggoémbined fixed charges and preferred stock dindddor the Company and the Operating
Partnership for the periods shown:

Company  Operating Partnership

Six Months Ended June 30, 20 1.4¢ 1.51
Year Ended December 31, 20 1.6% 1.6t
Year Ended December 31, 20 1.5¢ 1.6C
Year Ended December 31, 19 1.5¢ 1.61
Year Ended December 31, 19 1.71 1.7z
Year Ended December 31, 19 2.07 2.0t
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DESCRIPTION OF DEBT SECURITIES

Unless otherwise specified in the prospeapplement, the Operating Partnershigebt securities will be issued under an indentiatec
as of December 1, 1996, between the Operating étahip, the Company and Wachovia Bank, N.A., ag¢rl We have filed the indenture
with the SEC. The Trust Indenture Act of 1939 gogethe indenture. The following description summesionly the material provisions of
the indenture. Accordingly, you should read theeimdre because it, and not this description, defyreir rights as holders of debt securities
issued by the Operating Partnership.

General

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

If any debt securities rate below investmenatlg at the time of issuance, they will be fullgamconditionally guaranteed by the Comp
as to payment of principal, interest and any premiu

The indenture provides that there may be rimp one trustee, each with respect to one or saries of debt securities. Any trustee ur
the indenture may resign or be replaced with aesgmr trustee. Except as otherwise describedsmtbspectus, any action by a trustee may
be taken only with respect to the debt securitbesvhich it is trustee under the indenture.

A prospectus supplement will describe the diggerms of any debt securities the Operatingfraship offers, including:

. the title of the debt securitie

. the aggregate principal amount of the debt seesr

. the price at which the Operating Partnership wglie the debt securitie

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

. the fixed or variable rate at which the debt semgiwill bear interest, or the method to deternimeinterest rate

. the basis upon which the Operating Partnershipcaliculate interest on the debt securities ifeotthan a 360-day year of twelve
3C-day months
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. the timing and manner of making principal, inter@stl any premium payments on the debt secur

. the place where you may serve notices about thesgelrities and the indentul

. whether and under what conditions the OperatingnBeship or the holders may redeem the debt sexs)
. any sinking fund or similar provision

. the currency in which the Operating Partnershippay the principal, interest and any premium payts on the debt securities, if
other than U.S. dollar:

. the events of default or covenants of the detursies, if they are different from or in additiom those described in this
prospectus

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

. whether the Operating Partnership will issueddlet securities in registered or bearer form aed thenominations if other than
$1,000 for registered form or $5,000 for bearemfc

. whether the defeasance and covenant defeasamdsipns described in this prospectus apply todesat securities or are different
in any manner

. whether or not the debt securities are guarantgedebCompany
. whether and under what circumstances the OpgrR@mtnership will pay additional amounts on thbtdecurities for any tax,
assessment or governmental charge and, if so, ettt Operating Partnership will have the optmredeem the debt securities

instead of paying these amounts; i

. any other terms of the debt securiti

Some debt securities may provide for less tharentire principal amount to be payable uporlecation of their maturity, which we refer
to as “original issue discount securities.” Thegpectus supplement will describe any material #ddacome tax, accounting and other
considerations applicable to original issue dis¢@acurities.

Guarantees

The Company will fully and unconditionally gaatee the payment of principal, interest and aeynum on any of the Operating
Partnerships debt securities rated below investment gradeedtime of issuance. The Company will also guamatey sinking fund paymel
on
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debt securities rated below investment grade. thitiath, the Company may also guarantee debt séeurdted investment grade.
Denominations, I nterest, Registration and Transfer

Unless otherwise described in the prospeatpplement, the Operating Partnership will issuet deburities in denominations of:

$1,000 if they are in registered for|
. $5,000 if they are in bearer form;
. any denomination if they are in global for

Unless otherwise specified in the prospeatpplement, the principal, interest and any premiumtebt securities will be payable at the
corporate trust office of the trustee. However,@perating Partnership may choose to pay integeshbck mailed to the address of the
registered holder or by wire transfer of fundstte holder at an account maintained within the Uh8tates.

Any interest not punctually paid or duly prded for on any interest payment date will immedjatease to be payable to the holder on the
regular record date and may be paid either:

. to the registered holder of the debt securitgfahe close of business on a special record daédblkshed by the trustee, who will
provide notice to the holder not less than 10 g to the special record date;

. in any other lawful manne

Subject to limitations imposed upon debt sigiegrissued in boolkentry form, you may exchange debt securities fifedint denominatior
of the same series or surrender debt securitietsansfer at the corporate trust office of theteasEvery debt security surrendered for trar
or exchange must be duly endorsed or accompaniedabitten instrument of transfer. The Operating®aship will not require the holder
pay any service charge for any transfer or exchamggethe trustee or the Operating Partnership raqyire the holder to pay any applicable
tax or other governmental charge.

Neither the Operating Partnership nor thetéiss required to:

. issue, transfer or exchange any debt securibeiflebt security may be among those selecteeémmption during a 15-day
period prior to the date of selectic

. transfer or exchange any registered securitctmldor redemption in whole or in part, excepttha case of a registered security
to be redeemed in part, the portion not to be nadeke
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. exchange any bearer security selected for redemexcept that the holder may exchange the bearrity for a registered
security of that series if the holder simultanepwssirrenders the registered security for redemptio

. issue, transfer or exchange any debt securitythieaholder surrenders for repayme
Merger, Consolidation or Sale

Neither the Operating Partnership nor the Camypnay consolidate with, or sell, lease or coralegr substantially all of their assets to
merge into, any other entity, unless:

. the successor entity formed by the transactiomhich received the transfer of assets expresslyrass payment of the principal,
interest and any premium on all the debt securétiesthe performance and observance of all of tlrertants and conditions
contained in the indentur

. immediately after giving effect to the transantioo event of default under the indenture, andwent which, after notice or the
lapse of time, would become an event of defaukt,decurred and is continuing; a

. the Operating Partnership and the Company edared® the trustee an officer’s certificate aegal opinion covering these
conditions.

Financial Covenants

Limitations on Incurrence of Debt . The Operating Partnership will not directly odirectly incur any debt, other than subordinate
intercompany debt, if, after giving effect to timeurrence of the additional debt, the aggregatecipal amount of all outstanding debt of the
Operating Partnership on a consolidated basisrdé&ted in accordance with GAAP is greater than 6@%sdhen-current assets.

In addition, the Operating Partnership wilt dorectly or indirectly incur any secured debtafter giving effect to the incurrence of the
additional secured debt, the aggregate principaluarnof all outstanding secured debt of the Opegaartnership on a consolidated basis
determined in accordance with GAAP is greater #@¥b of its then-current total assets.

The Operating Partnership will also not dilseor indirectly incur any debt if the ratio of cemlidated income available for debt service to
the amount which is expensed for interest on datttie four most recent fiscal quarters would haeen less than 1.5 to 1.0 on a pro forma
basis after giving effect to the incurrence of debt and to the application of the proceeds froendibt. In making this calculation, we ass
that:

. the new debt and any other debt incurred by ther&ing Partnership since the first day of the-fquarter period and the
application of the proceeds from the new debtudiclg to refinance other debt, had occurred ab#ggnning of the perioc

6
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. the repayment or retirement of any other deltheyOperating Partnership since the first day efftur-quarter period had been
repaid or retired at the beginning of the perioctépt that the amount of debt under any revolvirglit facility is computed base
upon the average daily balance of that debt dutiagperiod).

. the income earned on any increase in total assets the end of the four-quarter period had @sned, on an annualized basis,
during the period; an

. in the case of any acquisition or dispositiorthiy Operating Partnership of any assets sincartalfy of the four-quarter period,

the acquisition or disposition or any related rapaxt of debt had occurred as of the first day efptariod with the appropriate
adjustments with respect to the acquisition oras#fpn being included in the pro forma calculati

Maintenance of Total Unencumbered Assets . The Operating Partnership must maintain totahanmbered assets of at least 200% of the
aggregate outstanding principal amount of all amsing unsecured debt.

Operating Covenants

Existence . Except as described above under “—Merger, Cothatidin or Sale,the Operating Partnership and the Company musepre
and keep in full force and effect their existermights and franchises. However, neither the Opega@artnership nor the Company must
preserve any right or franchise if we determine itsgpreservation is no longer desirable in thedeet of our business and that its loss is not
materially disadvantageous to the holders of th# decurities.

Maintenance of Properties. The Operating Partnership must maintain all ®friaterial properties in good condition, repair emaking
order, supply all properties with all necessaryiganent and make all necessary repairs, renewglgaements and improvements necessary
so that we may properly and advantageously cormluchusiness at all times. However, the Operatawgnership may sell its properties for
value in the ordinary course of business.

Insurance . The Operating Partnership must keep all of siiable properties fully insured against loss onalge with financially sound
and reputable insurance companies.

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

. all taxes, assessments and governmental chargk

. all lawful claims for labor, materials and supplibat, if unpaid, might by law become a lien upoy property.

7
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However, the Operating Partnership and the g2zom are not required to pay any tax, assessmnigantgye or claim whose amount,
applicability or validity is being contested in gbfaith by appropriate proceedings.

Provision of Financial Information . The Operating Partnership will provide the hotdef debt securities with copies of its annual rex
and quarterly reports. The Operating Partnershijpcantinue to file timely all annual, quarterly duother periodic reports with the SEC

regardless of whether or not the securities lawgire the Operating Partnership to do so. In aolditwithin 15 days of filing any document
with the SEC, the Operating Partnership will;

. transmit copies of the documents by mail to alisteged holders of debt securities, without coghtoholders; an

. file copies of the documents with the trust
Events of Default, Notice and Waiver
The following are events of default with respi® any series of debt securities issued undemitienture:

. default for 30 days in the payment of any instatingf interest on any debt security of the sel
. default in the payment of the principal or any pitemon any debt security of the series at its nitytu
. default in making any sinking fund payment as regflifor any debt security of the seri

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

. default in the payment of an aggregate princpabunt exceeding $5,000,000 of any recourse dedntysecured debt, if the
default occurred after the expiration of any apglie grace period and resulted in the accelerafidine maturity of the debt, and
the default continues for 10 days after not

. bankruptcy, insolvency or reorganization, or ¢@yapointment of a receiver, liquidator or trusté¢he Operating Partnership, the
Company or any significant subsidiary or any ofthespective property; ar

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

8
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If an event of default occurs and continulbs,ttustee or the holders of at least 25% in ppmcamount of the outstanding debt securitie
that series may declare the principal amount abfalhe debt securities of that series to be dukpayable immediately. If the debt securities
of that series are original issue discount se@sribr indexed securities, the prospectus supplewittntescribe the portion of the principal
amount required to make the declaration. If thiggems and the Operating Partnership thereaftes ¢cheedefault, the holders of at least a
majority in principal amount of outstanding debtweties of that series can void the acceleration.

The indenture also provides that the holdéet teast a majority in principal amount of thesianding debt securities of a series may
waive any past default with respect to that sesgsept a default in payment or a default of a oaw or other indenture provision that can
only be modified with the consent of the holdeeath outstanding debt security affected.

The indenture provides that no holders of seryjes may institute any judicial or other procagdiwith respect to the indenture or for any
remedy under the indenture, except in the casailofé of the trustee to act for 60 days afteri heceived a written request to institute
proceedings for an event of default from the hadsrat least 25% in principal amount of the outdiag debt securities of that series and an
offer of indemnity reasonably satisfactory to ibwever, this provision will not prevent any holdiemm instituting suit for the enforcement of
any payment due on the debt securities.

Subject to provisions in the indenture relgtio its duties in case of default, the trustegnider no obligation to exercise any of its rights o
powers under the indenture at the request or drecf any holders, unless the holders offer totthistee reasonable security or indemnity.
The holders of at least a majority in principal ambof the outstanding debt securities of a s€oesf all debt securities then outstanding
under the indenture, if applicable) have the rigidirect the time, method and place of conducting proceeding for any remedy available to
the trustee. However, the trustee may refuse tovichny direction that:

. is in conflict with any law or the indentur
. may subject the trustee to personal liability

. may be unduly prejudicial to the holders not jogin the direction

The Operating Partnership must file annualigthe trustee an officer’s certificate certifyittgat no defaults have occurred under the
indenture. The trustee must give notice to the drslodf debt securities within 90 days of a defanless the default has been cured or waived.
However, if the trustee considers it to be in titeriest of the holders, the trustee may withhoticeaf any default except a payment default.

M odification of the Indenture

At least a majority in principal amount of alitstanding debt securities or series of outstandebt securities affected by a modificatiol
amendment of the indenture may
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modify or amend the indenture. However, holdersaath of the debt securities affected by the maatifim must consent to modifications that
have the following effects:

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

. reduce the principal amount of, or the rate ooant of interest on, or any premium payable onmgat@n of, any debt security, or
adversely affect any right of repayment of the boldf any debt securit

. change the place or currency for payment of praicipterest or premium on any debt secul

. impair the right to institute suit for the enforoem of any payment on any debt secul

. reduce the percentage of outstanding debt sesuot a series necessary to modify or amend theniture, waive compliance with
provisions of the indenture or defaults and consagas under the indenture or reduce the quorurotorgrrequirements set forth
in the indenture

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

. modify any of the provisions discussed abovenyraf the provisions relating to the waiver of pdsfaults or covenants, except to

increase the required percentage to take the astitmprovide that other provisions may not be ified or waived without the
consent of the holde

The indenture provides that the holders déast a majority in principal amount of a serieguofstanding debt securities may waive
compliance by the Operating Partnership or the Gompvith covenants relating to that series.

The Operating Partnership, the Company andrtiséee can modify the indenture without the cahsé any holder for any of the followil
purposes:

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

. to add to the covenants of the Operating Partneimhihe Company for the benefit of the holderssurrender any right or pov
conferred upon the Operating Partnership or the fi2my;

. to add events of default for the benefit of thedieos;

. to add or change any provisions of the indentifacilitate the issuance of, or to liberalize teems of, debt securities in bearer
form, or to permit or facilitate th

10
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issuance of debt securities in uncertificdtedh, so long as it does not materially adversdfgct the interests of any of the
holders;

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

. to provide for the acceptance of appointment buaessor trustee to facilitate the administratiotine trusts under the indenture
by more than one truste

. to cure any ambiguity, defect or inconsistencthimindenture, so long as the action does notraliyeadversely affect the
interests of any of the holdel

. to supplement any of the provisions of the indemto the extent necessary to permit or facilititfieasance and discharge of any
series, so long as the action does not materidilgsely affect the interests of any of the holder:

. to amend or supplement any provision of the italen so long as the amendment or supplement daanaterially adversely
affect the interests of any of the holde

In addition, with respect to guaranteed se¢ies;ithe Company may, without the consent of aigldr, directly or indirectly assume the
payment of the principal, interest and any premamthe guaranteed securities and the performaneeenf covenant of the indenture that
must be performed by the Operating Partnershipnlpy assumption, the Company will succeed to ther&ling Partnership under the
indenture and the Operating Partnership will beaséd from all obligations and covenants with ressfpethe guaranteed securities. To effect
any assumption, the Company must:

. deliver to the trustee an officer’s certificatedaan opinion of counsel stating that the guaraatekall other covenants of the
Company in the indenture remain in full force affé;

. deliver to the trustee an opinion of independ®ninsel that the holders of guaranteed securitiéhave no federal tax
consequences as a result of the assumptior

. if any debt securities are then listed on the N@ank Stock Exchange, ensure that those debt s@=uwill not be delisted as a
result of the assumptio

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

. the principal amount of an original issue disdaecurity that is deemed to be outstanding isatheunt of its principal that would
be due and payable as of the date of determinafion declaration of acceleration of matur
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. the principal amount of a debt security denominatesi foreign currency that is deemed outstandirthe U.S. dollar equivalent
the principal amount, determined on the issue fiatthe debt security

. the principal amount of an indexed security thateemed outstanding is the principal face amotitite indexed security at
original issuance, unless otherwise provided wagpect to the indexed security; ¢

. debt securities that are directly or indirectly @grby the Operating Partnership or the Companyiaregarded

The indenture contains provisions for convgnireetings of the holders of debt securities adrées. The trustee, the Operating
Partnership, the Company or the holders of at [B@%i in principal amount of the outstanding delousigies of a series may call a meeting.
Except for any consent that the holder of each deturity affected by modifications and amendmenhtle indenture must give, the
affirmative vote of the holders of a majority inmipal amount of the outstanding debt securitiethat series will be sufficient to adopt any
resolution presented at a meeting at which a quasymesent. However, except as referred to akamweresolution with respect to any
request, demand, authorization, direction, notioasent, waiver or other action that may be madengr taken by the holders of a specified
percentage less than a majority in principal amafitihe outstanding debt securities of a series beagidopted at a meeting at which a
quorum is present only by the affirmative votela# holders of the specified percentage. Any remuiygassed or decision taken at any
meeting of holders duly held in accordance withitftenture will be binding on all holders of debtarities of that series. The quorum at any
meeting will be persons holding or representingagonity in principal amount of the outstanding dsebturities of a series. However, if any
action is to be taken at a meeting with respeatd¢onsent or waiver that may be given by the heldénot less than a specified percentage in
principal amount of the outstanding debt securities series, the persons holding or representiagspecified percentage will constitute a
quorum.

Dischar ge, Defeasance and Covenant Defeasance

The Operating Partnership may discharge ofidiga to holders of any series of debt securities have not already been delivered to the
trustee for cancellation and that either have becdue and payable or will become due and payaltlénnone year or scheduled for
redemption within one year by irrevocably depogitivith the trustee, in trust, funds sufficient fypghe principal, interest and any premium
on the series to the stated maturity or redemmiaie.

As long as the holders of the debt securitidlsnot recognize any resulting income, gain agddor federal income tax purposes, the
Operating Partnership may elect either:

. to defease and discharge itself and the Compamy &bof their obligations with respect to the dsbturities, which we refer to
“defeasanc’; or
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. to release itself and the Company from theirgailons under particular sections of the indentwiech we refer to as “covenant
defeasanc”

In order to make a defeasance election, trer&@ipg Partnership or the Company must irrevocdbfosit with the trustee, in trust, a
sufficient amount to pay the principal, interestl @my premium on the debt securities, and any ntandainking fund or analogous payments
on the debt securities, on the scheduled due dEtesdeposit may be either an amount in the cuyrénwhich the debt securities are payable
at stated maturity, or government obligations, athb

If the Operating Partnership elects covenaf¢asance with respect to any debt securitiestendebt securities are declared due and
payable because of the occurrence of any everdfafilt still applicable to the debt securities, #&meounts deposited with the trustee may not
be sufficient to pay amounts due on the debt skesiat the time of the acceleration resulting fiiia event of default. If this occurs, the
Operating Partnership will remain liable to makgmant of these amounts due at the time of acc@erat

The prospectus supplement may further deserilyeprovisions permitting defeasance or covenafgasance with respect to the debt
securities of a particular series.

No Conversion Rights

The debt securities will not be convertibltnior exchangeable for any capital stock of the Gamy or equity interests in the Operating
Partnership.

Global Securities

The Operating Partnership may issue debt gmsuof a series in whole or in part in the forfroae or more global securities that the
Operating Partnership will deposit with a depogitauch as DTC, identified in the prospectus suppl# relating to the series. The Opera
Partnership may issue global securities in eitbgistered or bearer form and in either temporafyeomanent form. The prospectus
supplement will describe the specific terms ofdkeositary arrangement with respect to a serieeloff securities.
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DESCRIPTION OF PREFERRED STOCK
General

The Company is authorized under its chartésgoe 50 million shares of preferred stock in onmore series and with rights, preferences
and restrictions that the board of directors mayofidesignate without any further vote or actigrthee Company’s stockholders. As of
June 30, 2002, the Company’s board of directorsab#tsorized the following series of preferred stock

. 8 5/8% Series A Cumulative Redeemable PreferteckSof which 143,750 shares are authorized adgo¥® shares are
outstanding

. 8% Series B Cumulative Redeemable Preferred Sadakhich 6,900,000 shares are authorized and oulstg;
. Series C Junior Participating Preferred Stock, loictv 1,000,000 shares are authorized but noneutstanding; an

. 8% Series D Cumulative Redeemable Preferred Stdakhich 400,000 shares are authorized and outistgr
Terms
When the Company issues preferred stock litawifully paid and non-assessable. The prefestedk will not have any preemptive rights.

Articles supplementary that will become pdrthe Company’s charter will reflect the speciferhs of any new series of preferred stock
offered. A prospectus supplement will describe eéhgsecific terms, including:

. the title and stated valu

. the number of shares, liquidation preference afetiofy price;
. the dividend rate, dividend periods and paymergs]

. the date on which dividends begin to accrue or medate;

. any auction and remarketing procedu

. any retirement or sinking fund requireme

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

. any listing on any securities exchan
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. the price and the terms and conditions of any caiwe or exchange righ

. whether interests will be represented by deposihayes

. any voting rights

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

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

. any limitations on direct or beneficial ownershiplaestrictions on transfer; a

. any other specific terms, preferences, rights téitiuns or restrictions
Rank

Unless otherwise described in the prospeatpplement, the preferred stock will have the follagvranking as to dividends, liquidation,
dissolution or winding up:

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

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

Dividends

If declared by the Company’s board of direstqreferred stockholders will be entitled to reeatash dividends at the rate set forth in the
prospectus supplement. The Company will pay diuvildeio stockholders of record on the record daedfixy the Company’s board of
directors.

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

15




Table of Contents

If any preferred stock is outstanding, the @any will not declare or pay dividends on, or redepurchase or otherwise acquire any
shares of, its common stock or any capital stookiray junior to a series of preferred stock, ottan dividends paid in or conversions or
exchanges for common stock or other capital stooloj to the preferred stock, unless:

. if the series of preferred stock has cumulativeddnds, the Company has declared and paid fufiidative dividends for all past
and current dividend periods or declared and resefunds for payment before or at the same tinthedeclaration and payment
on the junior series; ¢

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

When the Company does not pay dividends orestfeom more than one series of preferred stacking in parity as to dividends in full
(or the Company has not reserved a sufficient surfufl payment), all of these dividends will bectlred pro rata so that the amount of
dividends declared per share in each series willlinases bear the same ratio of accrued dividemesl. These pro rata payments per share
will not include interest, nor will they include yaaccumulated unpaid dividends from prior periddbe dividends in question are non-

cumulative.
Redemption

If specified in the prospectus supplement,Goenpany will have the right to redeem all or aaytpf the preferred stock in each series at
its option, or the preferred stock will be subjectmandatory redemption.

If the series of preferred stock is subjeantandatory redemption, the prospectus suppleméingpecify:

. the number of shares the Company will redeem ih gaar;
. the date after which the Company may or must coneméme redemption; ar

. the redemption price per share, which will in@wdl accrued and unpaid dividends other than nonwtative dividends for prior
dividend periods

The redemption price may be payable in casbtleer property. Some series of preferred stock pnayide that the redemption price is
payable only out of the net proceeds from the shéenew series of capital stock of the Companyhis case, if the Company does not issue
any capital stock or to the extent the net procémuis the sale of new capital stock are insuffitienpay in full the aggregate redemption
price, the terms of the series of preferred stoay m
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provide that the preferred stock will automaticalbnvert into other capital stock of the Companyspant to conversion provisions specified
in the prospectus supplement.

The Company will not redeem less than all sédes of preferred stock, or purchase or acquiyeshares of a series of preferred stock,
other than conversions or exchanges for commoik stoother capital stock junior to the preferrealckt unless:

. if the series of preferred stock has cumulativédénds, the Company has declared and paid fuliutative dividends for all past
and current dividend periods for this series ofated and reserved funds for payment

. if the series of preferred stock does not haveuative dividends, the Company has declared amtifphl dividends for the
current dividend period or declared and reservadsifor payment

The Company may, however, purchase or acquéterred stock of any series to preserve its stasua REIT or pursuant to an offer made
on the same terms to all holders of preferred stéd¢kat series.

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

The Company will mail redemption notices aske30 days, but not more than 60 days, beforestthemption date to each holder of record
of a series of preferred stock to be redeemedeaadidress shown on the share transfer books. Edicle mill state:

. the redemption dat

. the number of shares and series of the preferoalt 6 be redeeme

. the redemption price

. the place to surrender certificates for paymernhefredemption price

. that dividends on the shares redeemed will ceagediwe on the redemption date; i

. the date upon which any conversion rights will tieraite.

If the Company redeems fewer than all outstapdhares of a series of preferred stock, theaatill also specify the number of shares
Company will redeem from each holder. If the Compgives notice of redemption and has set asidécgerft funds necessary for the
redemption in trust for the benefit of stock it wédeem, then dividends will thereafter ceasectowe and all rights of the holders of the
shares will terminate, except the right to recéharedemption price.
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Liquidation Preference

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

After the Company has paid liquidating diastibns in full to all holders of its preferred skodt will distribute its remaining assets among
holders of any other capital stock ranking junmthe preferred stock according to their respecigfets and preferences and number of
shares. For this purpose, a consolidation or mexfytre Company with any other corporation or gntitr a sale of all or substantially all of
the Company’s property or business, does not datesth liquidation, dissolution or winding up ott@ompany’s affairs.

Voting Rights

Holders of preferred stock will not have amying rights, except as set forth below or in thespectus supplement or as otherwise req
by law.

Whenever the Company has not paid dividendsngrshares of preferred stock for six or more eounsve quarterly periods, the holder:
such shares may vote, separately as a class Withat series of preferred stock on which the Canyphas not paid dividends, for the
election of two additional directors of the Compalmythis event, the Company’s board of directoil§ lve increased by two directors. The
holders of record of at least 10% of any seriggreferred stock on which the Company has not pizidehds may call a special meeting to
elect these additional directors unless the Compacwives the request less than 90 days befordatieeof the next annual or special meeting
of stockholders. Whether or not the holders calbecial meeting, the holders of a series of prefestock on which the Company has not |
dividends may vote for the additional directorshat next annual meeting of stockholders and at sabkequent annual meeting until:

. if the series of preferred stock has a cumulativieldnd, the Company has fully paid all unpaid demds on the shares for the
dividend periods and the then curr
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dividend period, or the Company has declared tlpaigndividends and set apart a sufficient sumHeirtpayment; o

. if the series of preferred stock does not hageraulative dividend, the Company has fully paidrfoansecutive quarterly
dividends, or the Company has declared the divisemd set apart a sufficient sum for their payn

Unless the prospectus supplement provideswibe, the Company cannot take any of the follonantions without the affirmative vote of
holders of at least two-thirds of the outstandihgres of each series of preferred stock:

. authorize, create or increase the authorizedsoreid amount of any class or series of capitaksttking senior to the series of
preferred stock as to dividends or liquidation rifisttions;

. reclassify any authorized capital stock into seaanking senior to the series of preferred sascto dividends or liquidation
distributions;

. issue any obligation or security convertible inteevidencing the right to purchase any shareingngenior to the series of
preferred stock as to dividends or liquidation ritisttions; or

. amend, alter or repeal any provision of the Camfsacharter, whether by merger, consolidationtbeoevent, in a manner that
materially and adversely affects any right, prefiess privilege or voting power of the preferredctc

For these purposes, the following events damaderially and adversely affect a series of prefestock:

. an increase in the amount of the authorized sladrpseferred stock
. the creation or issuance of any other series dépeal stock; o

. an increase in the amount of authorized sharésedderies of preferred stock or any other sefiggeferred stock ranking the
same as or junior to such series as to dividenddigmidation distributions

The holders of a series of preferred stocklwéle no voting rights, however, if the Compangeems or calls for redemption all
outstanding shares of the series and depositemufifunds in a trust to effect the redemptioroobefore the time the act occurs requiring
vote.
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Conversion Rights
If any series of preferred stock is convestiiito common stock, the prospectus supplementegtribe the following terms:

. the number of shares of common stock into whichstiees of preferred stock are converti
. the conversion price or manner by which the Compaitlycalculate the conversion pric

. the conversion periot

. whether conversion will be at the option of thedwsk of the preferred stock or the Compe
. any events requiring an adjustment of the convergi@e; anc

. provisions affecting conversion in the event of thdemption of the series of preferred stc
Stockholder Liability

Maryland law provides that no stockholder]udéing holders of preferred stock, will be persinéible for the Company’s acts and
obligations and that the Company’s funds and ptye the only recourse for its acts or obligagion

Restrictions On Owner ship; Change of Control Provisions

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

For a discussion of provisions in the Comparmyiarter that may have the effect of delayingedigfg or preventing a change of control of
the Company, see under “Description of Common Sttiek subsections titled “Business Combination§ldssification of Board of
Directors, Vacancies and Removal of Directors,” é@giing Partnership Agreement,” and “Stockholdgh® Plan.”

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

The Company may issue depositary shares,aaghich would represent a fractional interest ahare of a particular series of preferred
stock. The Company will deposit shares of prefeatedk represented by depositary shares underaaatepeposit agreement among the
Company, a preferred stock depositary and the holfethe depositary shares. Subject to the teffriteecdeposit agreement, each owner of a
depositary share will possess, in proportion toftaetional interest of a share of preferred stagkesented by the depositary share, all the
rights and preferences of the preferred stock sgmted by the depositary shares.

Depositary receipts will evidence the depogithares issued pursuant to the deposit agreeinenediately after the Company issues and
delivers preferred stock to a preferred stock demys the preferred stock depositary will issue tiepositary receipts.

Dividends and Other Distributions

The depositary will distribute all cash diundis on the preferred stock to the record holdetheflepositary shares. Holders of depositary
shares generally must file proofs, certificates atigr information and pay charges and expenstseafepositary in connection with
distributions.

If a distribution on the preferred stock ik@tthan in cash and it is feasible for the depogito distribute the property it receives, the
depositary will distribute the property to the retholders of the depositary shares. If such aildigion is not feasible and the Company
approves, the depositary may sell the propertydistdbute the net proceeds from the sale to theéens of the depositary shares.

Withdrawal of Stock

Unless the Company has previously called #poditary shares for redemption or the holder eftipositary shares has converted such
shares, a holder of depositary shares may surréneler at the corporate trust office of the depogiita exchange for whole or fractional
shares of the underlying preferred stock togethtr any money or other property represented byd#mositary shares. Once a holder has
exchanged the depositary shares, the holder magdeposit the preferred shares and receive deppsitares again. If a depositary receipt
presented for exchange into preferred stock repteseore shares of preferred stock than the nutolee withdrawn, the depositary will
deliver a new depositary receipt for the excessharof depositary shares.

Redemption of Depositary Shares

Whenever the Company redeems shares of pedfstock held by a depositary, the depositarynedieem the corresponding amount of
depositary shares. The redemption price per depgshare will be equal to the applicable fractibthe redemption price and any other
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amounts payable with respect to the preferred stbthe Company intends to redeem fewer thanfahe depositary shares, the Company
and the depositary will select the depositary shtode redeemed as nearly pro rata as practieathleut creating fractional depositary she
or by any other equitable method determined byQbmpany that preserves its REIT status.

On the redemption date:

. all dividends relating to the shares of preferredtls called for redemption will cease to acct
. the Company and the depositary will no longer désdepositary shares called for redemption toutstanding; an

. all rights of the holders of the depositary skaralled for redemption will cease, except thetrtghreceive any money payable
upon the redemption and any money or other properiyhich the holders of the depositary sharesatitied upon redemptio

Voting of the Preferred Stock

When a depositary receives notice regardinmpating at which the holders of the underlying @nefd stock have the right to vote, it will
mail that information to the holders of the deparsitshares. Each record holder of depositary shardise record date may then instruct the
depositary to exercise its voting rights for theoaimt of preferred stock represented by that hosdéepositary shares. The depositary will *
in accordance with these instructions. The depgsitél abstain from voting to the extent it doestmeceive specific instructions from the
holders of depositary shares. A depositary will lmresponsible for any failure to carry out arstrinction to vote, or for the manner or effect
of any vote, as long as any action or non-actian good faith and does not result from negligeocwillful misconduct of the depositary.

Liquidation Preference

In the event of the Company’s liquidation,sdisition or winding up, a holder of depositary ssawill receive the fraction of the
liquidation preference accorded each share of lyidgrpreferred stock represented by the deposihgye.

Conversion of Preferred Stock

Depositary shares will not themselves be cdible into common stock or any other securitiepaperty of the Company. However, if
underlying preferred stock is convertible, holderslepositary shares may surrender them to thesitepp with written instructions to conve
the preferred stock represented by their depos#aayes into whole shares of common stock, othemestof the Company’preferred stock ¢
other shares of stock, as applicable. Upon recéititese instructions and any amounts payable nmection with a conversion, the
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Company will convert the preferred stock usingshme procedures as those provided for deliveryaféped stock. If a holder of depositary
shares converts only part of its depositary shanesgepositary will issue a new depositary reciipany depositary shares not converted.
The Company will not issue fractional shares of mwn stock upon conversion. If a conversion wilutes the issuance of a fractional sh.
the Company will pay an amount in cash equal tostilee of the fractional interest based upon thbeing price of the common stock on the
last business day prior to the conversion.

Amendment and Termination of a Deposit Agreement

The Company and the depositary may amendany 6f depositary receipt evidencing depositaryahand any provision of a deposit
agreement. However, unless the existing holdeed kfast two-thirds of the applicable depositargreh then outstanding have approved the
amendment, the Company and the depositary may aké @y amendment that:

. would materially and adversely alter the rightshaf holders of depositary shares

. would be materially and adversely inconsistent wigh rights granted to the holders of the undegyireferred stoct

Subject to exceptions in the deposit agreesnamd except in order to comply with the law, neadment may impair the right of any
holders of depositary shares to surrender theiosiggry shares with instructions to deliver theenyng preferred stock and all money and
other property represented by the depositary shBresy holder of outstanding depositary sharéhatime any amendment becomes
effective who continues to hold the depositary shavill be deemed to consent and agree to the ammmtdand to be bound by the amended
deposit agreement.

The Company may terminate a deposit agreeopmnt not less than 30 days’ prior written noticéte depositary if:

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

. a majority of each series of preferred stock aéfddty the termination consents to the termina

Upon a termination of a deposit agreemengérsl of the depositary shares may surrender thpmgitary shares and receive in exchange
the number of whole or fractional shares of pref@istock and any other property represented bgdpesitary shares. If the Company
terminates a deposit agreement to preserve itssséata REIT, then the Company will use its bdsttsfto list the preferred stock issued u
surrender of the related depositary shares oniamahsecurities exchange.
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In addition, a deposit agreement will autocelty terminate if:

. the Company has redeemed all outstanding depositangs subject to the agreem

. a final distribution of the underlying preferredsk in connection with any liquidation, dissolutionwinding up has occurred, a
the depositary has distributed the distributioth® holders of the depositary shares

. each share of the underlying preferred stockbleas converted into other capital stock of the Camymot represented by
depositary share

Charges of a Preferred Stock Depositary

The Company will pay all transfer and othesesaand governmental charges arising out of a deggr®ement. In addition, the Company
will generally pay the fees and expenses of a deggsn connection with the performance of itsidst However, holders of depositary sh:
will pay the fees and expenses of a depositaraiiigrduties requested by the holders that the depgiseement does not expressly require the
depositary to perform.

Resignation and Removal of Depositary

A depositary may resign at any time by delivgito the Company notice of its election to resigne Company may also remove a
depositary at any time. Any resignation or remawvitll take effect upon the appointment of a succesepositary. The Company will appoint
a successor depositary within 60 days after dsglieéthe notice of resignation or removal. The ®8sor must be a bank or trust company
with its principal office in the United States dmalve a combined capital and surplus of at leastn$iSi®n.

Miscellaneous

The depositary will forward to the holdersdefpositary shares any reports and communications fine Company with respect to the
underlying preferred stock.

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

The Company and any depositary may rely omdtiteen advice of counsel or accountants, or imfation provided by persons presenting
shares of preferred stock for deposit, holdersepioditary shares or other persons they believead ¢nith to be competent, and on
documents they believe in good faith to be genaim signed by a proper party.

24




Table of Contents

In the event a depositary receives conflicitaams, requests or instructions from the Compamy any holders of depositary shares, the
depositary will be entitled to act on the claimegjuests or instructions received from the Company.

Depositary
The prospectus supplement will identify thealgtary for the depositary shares.
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DESCRIPTION OF COMMON STOCK
General

The Company is authorized under its chartésgoe 200 million shares of common stock. Eacktantling share of common stock entitles
the holder to one vote on all matters presentexiaickholders for a vote. Holders of common stookehao preemptive rights.

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

All shares of common stock issued will be dalithorized, fully paid and non-assessable. Digtidins may be paid to the holders of
common stock if and when declared by the Company&sd of directors out of legally available fun@ihke Company intends to continue to
pay quarterly dividends.

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

Owner ship Limitations and Restrictionson Transfers

To maintain its REIT qualification, not mofeah 50% in value of the Company’s outstanding stoal be owned directly or indirectly by
five or fewer individuals (including certain engii treated as individuals for these purposes) guhia last half of a taxable year and at least
100 persons must beneficially own its outstandiogksfor at least 335 days per 12-month taxable.yBahelp ensure that the Company
meets these tests, the Company’s charter providésio person may own more than 9.8% of the Conipassued and outstanding capital
stock. The board of directors may waive the ownprbimit if the board receives evidence that owhgisn excess of the limit will not
jeopardize the Compa’s REIT status.

The restrictions on transferability and owhégeswill not apply if the board of directors andethtockholders holding two-thirds of the
Company’s outstanding shares of capital stock deter that it is no longer in the Company’s bestiiest to be a REIT. The Company has no
current intention to seek to change its REIT tatust.

All certificates representing shares of commstmtk bear a legend referring to the restrictidescribed above.

If you own more than 5% of the Company’s comrstock or preferred stock, you must file a writteaponse to the Company’s request
for stock ownership information, which the Compavilf mail to you no later than January 30th of egelar. This notice should contain your
name and address, the number of shares of commadhat preferred stock you own and a descriptiohat you hold the shares. In additi
you must disclose to us in writing a
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additional information we request in order to detiee the effect of your ownership of such sharethenCompany’s status as a REIT.

These ownership limitations could have theafbf precluding a third party from obtaining aahbver the Company unless the
Company’s board of directors and its stockholdetemnine that maintaining REIT status is no lordgsirable.

Limitations of Liability and I ndemnification of Directorsand Officers

Maryland law and the Company’s charter exaalgach director and officer in actions by the Camypor by stockholders in derivative
actions from liability unless the director or offichas received an improper personal benefit inapoproperty or service or has acted
dishonestly, as established by a final judgmerat oburt.

The charter also provides that the Compankimdemnify a present or former director or offi@gainst expense or liability in an action to
the fullest extent permitted by Maryland law. Mamytl law permits a corporation to indemnify its preésand former directors and officers,
among others, against judgments, penalties, fsetements and reasonable expenses they inconirection with any proceeding to which
they are a party because of their service as areoffdirector or other similar capacity. Howewdaryland law prohibits indemnification if a
court establishes that:

. the act or omission of the director or officersnaaterial to the matter giving rise to the progegeénd was committed in bad faith
or was the result of active and deliberate dishign

. the director or officer actually received an impeopersonal benefit in money, property or servioe

. in the case of any criminal proceeding, the direotoofficer had reasonable cause to believe timatt or omission was unlawfi

We believe that the exculpation and indematfan provisions in the charter help induce queadifindividuals to agree to serve as officers
and directors of the Company by providing a degfgarotection from liability for alleged mistakes imaking decisions and taking actions.
You should be aware, however, that these provisiotise Company’s charter and Maryland law give ganore limited right of action than
you otherwise would have in the absence of suchigioms. We also maintain a policy of directors afficers liability insurance coverin
certain liabilities incurred by the Company’s dies and officers in connection with the performan€ their duties.

The above indemnification provisions could rgpe to indemnify directors, officers or other mars who exert control over the Company
against liabilities arising under the Securitieg 8&1933. Insofar as the above provisions maywatlmat type of indemnification, the SEC has
informed us that, in their opinion, such indemratfion is against public policy as expressed inSkeurities Act and is, therefore,
unenforceable.
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Business Combinations

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

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

Control Share Acquisitions

The Maryland general corporation law also es that control shares of a Maryland corporasioguired in a control share acquisition
have no voting rights except to the extent apprdmed vote of two-thirds of the votes entitled ®odast on the matter, excluding shares
owned by the acquiror or by officers or employaedtors. The control share acquisition statute da¢sipply to shares acquired in a merger,
consolidation or share exchange if the corporatianparty to the transaction, or to acquisitiopgraved or exempted by the corporation’s
charter or bylaws. The Company'’s bylaws contaimcwigion exempting from the control share acquositstatute any stock acquired by any
person. However, we cannot assure you that thesabprovision will not be amended or repealed at@mint in the future.

Classification of Board of Directors, Vacancies and Removal of Directors

The directors on the Company’s board of doecare divided into three classes, and each eét&ectors serves for a three-year term. A
director may only be removed for cause by the mafiitive vote of two-thirds vote of the Company’sstahding common stock. These
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staggered terms of the Company’s board may disgeuréfers for the Company or make an acquisitiothefCompany more difficult, even
when an acquisition is in the best interest ofdteekholders.

The Company’s charter and bylaws provide ghatajority of the remaining directors or the stagilers may fill any vacancy on the board
of directors. However, under recently enacted Marglllaw, only the board of directors can fill vacias even though the charter and bylaws
provide otherwise. In addition, the Company’s bydgwovide that only the board of directors may éase or decrease the number of persons
serving on the board of directors. These provisfmeslude stockholders from removing incumbentaoes, except for cause and upon a
substantial affirmative vote, and from filling thacancies created by such removal with their owminees until the next annual meeting of
stockholders.

Amendment of Charter

Except as set forth below, the Company’s enaran be amended only by the affirmative voteabiérs of not less than a majority of the
outstanding shares of common stock. However, theigipns in the charter relating to the removatlioéctors and preservation of the
Company’s REIT status may only be amended by theraitive vote of holders of not less than two-tlsiof the Company’s outstanding
shares of common stock. Furthermore, as permitdddryland law, the Company’s board of directors emend the charter without
stockholder approval to change the Company’s name.

Operating Partner ship Agreement

The partnership agreement of the OperatinghBeship requires that any merger (unless the @agyientity contributes substantially all of
its assets to the Operating Partnership for Comivts) or sale of all or substantially all of thesats of the Operating Partnership be
approved by a majority of the holders of commongjnncluding common units owned by the Companye partnership agreement also
contains provisions relating to a limited partnegdemption right in the event of various changesoatrol of the Company and under certain
circumstances allows for limited partners to camtino hold common units in the Operating Partnerifilowing such a change of control,
thereby maintaining the tax basis in their commpitsu The covered changes of control, which werrefas a “trigger event,” are:

. a merger involving the Company in which the Compnyot the surviving entity

. a merger involving the Company in which the Compis the survivor but all or part of the Compansfgres are converted into
securities of another entity or the right to reeetash; an

. the transfer by the Company to another entityulifstantially all of the assets or earning powahefCompany or the Operating
Partnership

Upon the occurrence of a trigger event, tgbtrof a limited partner to receive a share of@loenpany’s common stock or cash equal to the
fair market value of a share of the Company’s
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common stock upon redemption of a common unit iveded into the right to receive a share of capttack of the acquiror or a parent of
acquiror, which we refer to as a “replacement sharecash equal to its fair market value. If tlegjairor does not have publicly traded
securities and a parent of the acquiror does, tibdigly traded equity securities of the parenttgntiith the highest market capitalization will
be the replacement shares. If neither the acqnopany parent has publicly traded equity secwitiee replacement shares will be the equity
securities of the entity with the highest markaditaization. The number of replacement sharemiédd partner will receive (or used to
calculate the cash payment due) upon a redemptioonomon units will be equal to the number of skarkthe Company’s common stock
issuable prior to the trigger event multiplied by:

. the number of replacement shares the holdesofgle share of the Company’s common stock woulet taceived as a result of
the trigger event; ¢

. if the replacement shares have not been puliliatied for one year, a fraction, the numerator loittvis the average trading price
of a share of the Company’s common stock as ofritpger event and the denominator of which is therage trading price of a
replacement share as of the trigger ev

If the acquiror in a trigger event is a REImust preserve an operating partnership struatiteterms no less favorable to the limited
partners than currently in place. In addition, plaetnership agreement provides that, if a distidoubf cash or property is made in respect of a
replacement share, the Operating Partnership igiflibute the same amount in respect of a commadrasra limited partner would have
received had such limited partner redeemed its comumits for replacement shares prior to suchidigion.

Because the partnership agreement may regumisequiror to maintain an operating partnershigctiire and maintain a limited partner’s
right to continue to hold common units with futueglemption rights, the terms of the partnershigagrent could have the effect of
discouraging a third party from making an acquisitproposal for the Company.

These provisions of the partnership agreemayt only be waived or amended upon the consemniteld partners holding at least 75% of
the common units (excluding those held by the Camgpa

Stockholder Rights Plan

On October 4, 1997, the Company'’s board afadars adopted a stockholder rights plan and degtladistribution of one preferred share
purchase right for each outstanding share of comstamek. The Company issued these rights on Octb®et997 to each stockholder of
record on such date, and these rights attach teslodcommon stock subsequently issued. The rigiitsause substantial dilution to a
person or group that attempts to acquire the Cognparterms not approved by the Company’s boardrettbrs and could, therefore, have
the effect of delaying or preventing someone frakirtg control of the Company, even if a changearitml were in the best interest of the
Company’s stockholders.

Transfer Agent
The transfer agent for the common stock is Mga@ Bank, N.A., Charlotte, North Carolina.
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FEDERAL INCOME TAX CONSIDERATIONS

The following discussion describes the matéeideral income tax consequences relating toakatton of the Company as a REIT and the
ownership and disposition of the Company’s comnmntonks

If the Company offers one or more additiorales of preferred stock or the Operating Partiprstiers one or more additional series of
debt securities, the prospectus supplement wiludesinformation about any income tax consequetwéslders of those shares of preferred
stock or debt securities.

Because this summary is intended only to aidneaterial federal income tax consequences rglaiithe ownership and disposition of the
Companys common stock, it may not contain all the inforimathat may be important to you. As you revievstiliscussion, you should ke
in mind that:

. the tax consequences to you may vary depending ymamparticular tax situatior

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

. this summary does not address state, local c-U.S. tax consideration

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

. we do not intend this discussion to be, and yowlkhiot construe it as, tax advit

You should both review the following discuss&nd consult with your own tax advisor to detemrtime effect of ownership and
disposition of the Company’s common stock on yadinidual tax situation, including any state, looalhon-U.S. tax consequences.

We base the information in this section ondheent Internal Revenue Code, current, tempaxad/proposed Treasury regulations, the
legislative history of the Internal Revenue Coderent administrative interpretations and practigiethe IRS, including its practices and
policies as endorsed in private letter rulings,aliare not binding on the IRS, and existing coedisions. Future legislation, regulations,
administrative interpretations and court decisiomsld change current law or adversely affect exisinterpretations of current law. Any
change could apply retroactively. The Company lohtained any rulings from the IRS concerningtthetreatment of the matters
discussed below. Thus, it is possible that thedB8d challenge the statements in this discussiich do not bind the IRS or the courts, i
that a court could agree with the IRS.
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Taxation of the Company asa REIT

Commencing with its taxable year ended DecerBlbe1994, the Company has elected to be taxadR=IT. The Company believes that,
commencing with its taxable year ended Decembet 334, it has been organized and has operatec¢tinasmanner as to qualify for taxation
as a REIT under the Internal Revenue Code, an@dmepany intends to continue to operate in suchranera However, we cannot assure
that the Company has operated or will operatenraaner so as to qualify or remain qualified as &TRE

Federal Income Taxation of the Company

If the Company qualifies for taxation as a REt generally will not be subject to federal corate income tax on that portion of its
ordinary income or capital gain that is currentistdbuted to stockholders. The REIT provisiongha## Internal Revenue Code generally allow
a REIT to deduct distributions paid to its stocklask, substantially eliminating the federal “doutaleation” on earnings (once at the
corporate level when earned and once again atdb&l®lder level when distributed) that usuallyulesfrom investments in a corporation.
Nevertheless, the Company will be subject to fddacmme tax as follows

First, the Company will be taxed at regulampooate rates on its undistributed “REIT taxableoime,” including undistributed net capital
gains.

Second, under some circumstances, the Commpagybe subject to the “alternative minimum tax’aasonsequence of its items of tax
preference.

Third, if the Company has net income fromdhke or other disposition of “foreclosure propeittydt the Company holds primarily for sale
to customers in the ordinary course of businesgter nongualifying income from foreclosure property, it bl subject to tax at the high:
corporate rate on such income.

Fourth, if the Company has net income frormotybited transactions” (which are, in general, @iarsales or other dispositions of property
other than foreclosure property held primarily $afe to customers in the ordinary course of busjnssich income will be subject to a 100%
tax.

Fifth, if the Company should fail to satisfigher the 75% gross income test or the 95% grasmie test (discussed below) but has
nonetheless maintained its qualification as a Rig@ause it has met other requirements, the Comp#inye subject to a 100% tax on the
gross income attributable to (1) the greater otl{@)amount by which the Company fails the 75%degb) the amount by which 90% of the
Company’s gross income exceeds the amount of incprakfying for the 95% income test, multiplied 8) a fraction intended to reflect the
Company'’s profitability.

Sixth, if the Company fails to distribute chgieach year at least the sum of
. 85% of its ordinary income for such ye
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. 95% of its capital gain net income for such yead

. any undistributed taxable income from prior peric
then the Company will be subject to a 4% exciseotathe excess of the required distribution overamounts actually distributed.

Seventh, if the Company should acquire angtdssm a “C” corporation (i.e., a corporation geaily subject to full corporate-level tax) in
a carryover-basis transaction and the Company gulsdly recognizes gain on the disposition of sasdet during the 10-year period
beginning on the date on which the Company acquiredisset, the Company generally will be subjetax at the highest regular corporate
rate on the lesser of the amount of gain that th@@ny recognizes at the time of the sale or dispnsand the amount of gain that the
Company would have recognized if the Company héditbe asset at the time the Company acquiredsbeta

Eighth, the Company will be subject to a 10@%if the Company’s transactions with its “taxaBEIT subsidiaries” are not at arm’s
length.

Requirements For Qualification

To qualify as a REIT, the Company must eledi¢ treated as a REIT and must meet the requirsiréiacussed below, relating to the
Company’s organization, sources of income, andreaifiassets.

The Internal Revenue Code defines a REIT @wporation, trust or association:

. that is managed by one or more trustees or dirg(

. the beneficial ownership of which is evidenced tansferable shares or by transferable certificatd®neficial interest

. that would be taxable as a domestic corporatiorfdsupplication of the REIT rule:

. that is neither a financial institution nor an ireuce company subject to certain provisions ofernal Revenue Cod

. that has at least 100 persons as beneficial ow

. during the last half of each taxable year, notertban 50% in value of the outstanding stock oictviis owned, directly or

indirectly, through the application of certain #aiition rules, by five or fewer individuals (as thefd in the Internal Revenue Code
to include certain entities
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. that files an election or continues such electmhd taxed as a REIT on its return for each taxpdde;
. that uses the calendar year as its taxable yed

. satisfies the 95% and 75% income tests and the 25%, 10% and 5% asset tests, as described b

The Internal Revenue Code provides that REiTst satisfy all of the conditions in the first fqareceding bullet points during the entire
taxable year. REITs must satisfy the conditiorhia fifth preceding bullet point during at least 3&%/s of a taxable year of 12 months or
during a proportionate part of a taxable year s llnan 12 months. For purposes of the conditidhdrsixth preceding bullet point, the
beneficiaries of a pension or profit-sharing tustler Section 401(a) of the Internal Revenue Coelé¢raated as REIT stockholders. The
Company’s charter currently includes restrictiomgarding transfer of its common stock that, amahgrathings, assist the Company in
continuing to satisfy some of these conditions.

If a REIT owns a corporate subsidiary tha fsjualified REIT subsidiary,” the separate existeof that subsidiary will be disregarded for
federal income tax purposes. Generally, a quallR&dIT subsidiary is a corporation, other than abd& REIT subsidiary, all of the capital
stock of which is owned by the REIT. All assetabllities and items of income, deduction and crefithe qualified REIT subsidiary will be
treated as assets, liabilities and items of incataduction and credit of the REIT itself. A quadi REIT subsidiary of the Company will not
be subject to federal corporate income taxatighpalgh it may be subject to state and local taraticcsome states.

A “taxable REIT subsidiary” of the Companyaigorporation in which the Company directly or nedily owns stock and that elects,
together with the Company, to be treated as a teoxRBIT subsidiary under Section 856(l) of the int#d Revenue Code. In addition, if a
taxable REIT subsidiary of the Company owns, diyeat indirectly, securities representing 35% orreof the vote or value of a subsidiary
corporation, that subsidiary will also be treatecadaxable REIT subsidiary of the Company. A téx&EIT subsidiary is a corporation
subject to federal income tax, and state and incaime tax where applicable, as a regular “C” caapon.

Generally, a taxable REIT subsidiary can penfeome impermissible tenant services without capie Company to receive
impermissible tenant services income under the REd®dme tests. However, several provisions reggrttie arrangements between a REIT
and its taxable REIT subsidiaries ensure that ali@xREIT subsidiary will be subject to an appraf@ilevel of federal income taxation. For
example, the Internal Revenue Code limits the tgloli a taxable REIT subsidiary to deduct intepestments in excess of a certain amount
made to the Company. In addition, the Company pagta 100% penalty tax on some payments thatéives or on certain expenses
deducted by the taxable REIT subsidiary if the eooic arrangements between the Company, the Compésyants and the taxable REIT
subsidiary are not comparable to similar arranges@mong unrelated parties. The Company’s taxaBld Rubsidiaries make interest and
other payments to the Company and to third pamiesnnection
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with activities related to the Company’s propertd& cannot assure you that the Company’s taxaBl@ Rubsidiaries will not be limited in
their ability to deduct interest payments madénto@ompany. In addition, we cannot assure youttizalRS might not seek to impose the
100% excise tax on a portion of the payments receby the Company from, or expenses deducted byCtimpany’s taxable REIT
subsidiaries.

The Internal Revenue Code deems a REIT thapesrtner in a partnership to own its proportiersitare of the assets of the partnershig
to earn its proportionate share of the partnershiptome. The character of the assets and grossmof the partnership retain the same
character in the hands of the REIT for purposab®fross income tests and asset tests. Thug)tdradl Revenue Code treats the Company’
proportionate share of the assets, liabilitiesitamds of income of the Operating Partnership (idclg the Operating Partnership’s share of
the assets, liabilities and items of income witkpext to any partnership in which it holds an ietéras assets, liabilities and items of income
of the Company for purposes of applying the requéets described herein.

Income Tests . In order to maintain qualification as a REIT, thempany must satisfy two gross income requireméiitst, the Company
must derive, directly or indirectly, at least 75%tte Company’s gross income (excluding gross ineémm prohibited transactions) for each
taxable year from investments relating to real propor mortgages on real property, including “ssfnbm real property,jains on dispositio
of real estate, dividends paid by another REIT iatefest on obligations secured by real propertgrointerests in real property, or from
certain types of temporary investments. SecondCtirapany must derive at least 95% of the Compagmgss income (excluding gross
income from prohibited transactions) for each td&gear from any combination of income qualifyingder the 75% test and dividends,
interest, some payments under hedging instrumeskgain from the sale or disposition of stock ausities and some hedging instruments.

Rents received by the Company will qualify‘@nts from real property” in satisfying the grassome requirements for a REIT described
above only if several conditions are met. First, dmount of rent must not be based in whole oai @n the income or profits of any person
but can be based on a fixed percentage of grosfpts®r gross sales. Second, “rents from realgrtghgenerally excludes any amount
received directly or indirectly from any tenanthie Company, or an owner of 10% of more of the Camypdirectly or constructively, owns
10% or more of such tenant taking into considenetii® applicable attribution rules, which we refeas a “related party tenant.” Thirdghts
from real property” excludes rent attributable &ygonal property except where such personal pipeltased in connection with a lease of
real property and the rent attributable to suclsqeal property is less than or equal to 15% otdke rent received under the lease. Finally,
amounts that are attributable to services furnigireg@ndered in connection with the rental of ygalperty, whether or not separately stated,
will not constitute “rents from real property” uskesuch services are customarily provided in tlogiggphic area. Customary services that are
not provided to a particular tenant (e.g., furnighieat and light, the cleaning of public entraneesl the collection of trash) can be provided
directly by the Company. Where, on the other handh services are provided primarily for the comeeece of the tenants or are provided to
such tenants, such services must be provided byd@pendent contractor or a taxable REIT subsidiathe impermissible tenant service
income
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exceeds 1% of the Company'’s total income from p@ny, all of the income from that property wililfeo qualify as rents from real property.
If the total amount of impermissible tenant sersidees not exceed 1% of the Company’s total incioame the property, the services will not
cause the rent paid by tenants of the propertgitad qualify as rents from real property, but thmermissible tenant services income will
qualify as rents from real property.

The Company does not currently charge and doeanticipate charging rent that is based in wlhoolin part on the income or profits of
any person. The Company also does not anticiptiteraderiving rent attributable to personal propégtised in connection with real property
that exceeds 15% of the total rents or receivimg frem related party tenants.

The Operating Partnership does provide soméces with respect to the properties. The Comgaalieves that the services with respet
the properties that are and will be provided diyeate usually or customarily rendered in connettiath the rental of space for occupancy
only and are not otherwise rendered to particélaants and, therefore, that the provision of sechiges will not cause rents received with
respect to the properties to fail to qualify astsdrom real property. Services with respect togtaperties that the Company believes may not
be provided by the Company or the Operating Pashipdirectly without jeopardizing the qualificatiof rent as “rents from real property”
are and will be performed by independent contraatoitaxable REIT subsidiaries.

The Operating Partnership and the Companyvedees for property management and brokeragdeasihg services provided with
respect to some properties not owned entirely byGperating Partnership. These fees will not qualifder the 75% gross income test or the
95% gross income test. The Operating Partnershgprahy receive other types of income with respethé properties it owns that will not
qualify for either of these tests. The Companyewas, however, that the aggregate amount of tieeseaind other non-qualifying income in
any taxable year will not cause the Company to eddke limits on non-qualifying income under eitttex 75% gross income test or the 95%
gross income test.

If the Company fails to satisfy the 75% grivesome test or the 95% gross income test for axgtiie year, it may nevertheless qualify as a
REIT for that year if it is eligible for relief urd the Internal Revenue Code. This relief provigienerally will be available if:

. the Compan’s failure to meet these tests was due to reasonabe and not due to willful negle
. the Company attaches a schedule of the natureraadrd of each item of income to its federal incdmereturn; anc

. the inclusion of any incorrect information on tleladule is not due to fraud with intent to evade

We cannot state whether in all circumstanbestompany would be entitled to the benefit of thigef provision. For example, if the
Company fails to satisfy the gross income testaibse non-qualifying income that the Company intevatily incurs exceeds the limits on
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such income, the IRS could conclude that the Conipdailure to satisfy the tests was not due tsoe@ble cause. Even if this relief
provision applies, the Internal Revenue Code impas00% tax with respect to the non-qualifyingome.

Asset Tests . At the close of each quarter of its taxable y&e,Company also must satisfy four tests relatindpe nature and
diversification of its assets:

. At least 75% of the value of the Company'’s tasdets must be represented by real estate ass#tisgrad cash items (including
receivables) and government securit

. No more than 25% of the value of the Comy’s total assets may be represented by securithes ttan those in the 75% asset
class.

. Except for equity investments in REITs, qualiflRBIT subsidiaries or taxable REIT subsidiariesthier securities that qualify as
“real estate ass” for purposes of the 75% asset cl¢

. the value of any one issuer’s securities ownechbyGompany may not exceed 5% of the value of thegamy’s total
assets

. the Company may not own more than 10% of any osee’s outstanding voting securities; a

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

. No more than 20% of the Comp¢'s total assets may be represented by securitiéseobr more taxable REIT subsidiari

Securities for purposes of the asset testsintdyde debt securities. However, debt of an isstilk not count as a security for purposes of
the 10% value test if the debt securities are igittadebt” as defined in Section 1361 of the Iné¢iiRevenue Code and one of the following
conditions is met:

. the issuer is an individue
. the only securities of the issuer that the Comgaalgls are straight debt;

. if the issuer is a partnership, the Company holdsast a 20% profits interest in the partners

The Company believes that the aggregate \@lite taxable REIT subsidiaries does not exceéd 20the aggregate value of its gross
assets. As of each relevant testing date pridrdatection to treat each corporate subsidiarm®Qompany or any other corporation in wr
the Company owns an interest as a taxable REITidiabg which election first became available onuary 1, 2001, the Company believes it
did not own more than 10% of the voting
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securities of any such entity. In addition, the @amy believes that as of each relevant testingutade to the election to treat each corporate
subsidiary of the Company or any other corporaitiowhich the Company owns an interest as a taxaBld subsidiary of the Company, the
Company’s pro rata share of the value of the seesriincluding debt, of any such corporation drestissuer did not exceed 5% of the total
value of the Company’s assets.

With respect to each issuer in which the Camypaurrently owns an interest that does not qualifya REIT, a qualified REIT subsidiary or
a taxable REIT subsidiary, the Company believesithgro rata share of the value of the securitreduding debt, of any such issuer does
exceed 5% of the total value of the Company’s asmed that it complies with the 10% voting secesitimitation and 10% value limitation
with respect to each such issuer. In this regardigver, we cannot provide any assurance that tBemight not disagree with the Company’s
determinations.

After initially meeting the asset tests at thase of any quarter, the Company will not losestiatus as a REIT for failure to satisfy the asset
tests at the end of a later quarter solely by reaf@hanges in asset values. If the failure tsfathe asset tests results from an acquisition of
securities or other property during a quarter,Goenpany can cure the failure by disposing of aicefit amount of non-qualifying assets
within 30 days after the close of that quarter. Tlmenpany intends to maintain adequate recordseo¥atue of its assets to ensure compliance
with the asset tests and to take such other actithgn 30 days after the close of any quarteresessary to cure any noncompliance.

Annual Distribution Requirements

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

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

. the Company declared the dividends in October, Ndar or December, the dividends were payable tkhtiders of record on
specified date in such a month, and the Compamabytpaid the dividends during January of the saent year; ¢

. the Company declares the dividends before itlfifikes its federal income tax return for such yehe Company pays the
dividends in the 12-month period following the @ax the prior year and not later than the firgtutar dividend payment after the
declaration, and the Company elected on its fediecaime tax return for the prior year to have acme amount of the
subsequent dividend treated as if paid in the y&air.
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Even if the Company satisfies the foregoirgjribution requirements, the Company will be subjedax thereon to the extent that it does
not distribute all of its net capital gain or “REid@xable income” as adjusted. Furthermore, the Gampvould be subject to a 4% excise tax
on the excess of the required distribution overaim®unts actually distributed if the Company shdaibito distribute during each calendar
year at least the sum (

. 85% of its ordinary income for that ye:
. 95% of its capital gain net income for that yeat

. any undistributed taxable income from prior peric

In addition, during its recognition periodlie Company disposes of any asset subject touitteitbgain rules, the Company must,
pursuant to guidance issued by the IRS, distribtiteast 90% of the built-in gain (after tax), ifyarecognized on the disposition of the asset.

The Company may elect to retain rather thatrilute all or a portion of its net capital gaared pay the tax on the gains. In that case, the
Company may elect to have its stockholders incthde& proportionate share of the undistributedaagiital gains in income as long-term
capital gains and receive a credit for their sludrthe tax paid by the Company. For purposes ofitieexcise tax described, any retained
amounts would be treated as having been distributed

The Company intends to make timely distribusisufficient to satisfy the annual distributioqugements. In this regard, the partnership
agreement of the Operating Partnership authorf2€bmpany, as general partner, to take such atepsy be necessary to cause the
Operating Partnership to distribute to its partregramount sufficient to permit the Company to ntieese distribution requirements.

We expect that the Company’s REIT taxable ineavill be less than its cash flow due to the aloee of depreciation and other non-cash
charges in computing REIT taxable income. Accorljinthe Company anticipates that it generally Wale sufficient cash or liquid assets to
enable it to satisfy the 90% distribution requirendt is possible, however, that the Company, ftone to time, may not have sufficient c:
or other liquid assets to meet the 90% distributguirement or to distribute such greater amoamhay be necessary to avoid income and
excise taxation. In this event, the Company mag fimecessary to arrange for borrowings or, ifgilile, pay taxable stock dividends in order
to meet the distribution requirement.

In the event that the Company is subject tadjustment to its REIT taxable income (as defime8ection 860(d)(2) of the Internal
Revenue Code) resulting from an adverse determimély either a final court decision, a closing agnent between the Company and the
under Section 7121 of the Internal Revenue Codanagreement as to tax liability between the Caw@ad an IRS district director, the
Company may be able to rectify any
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resulting failure to meet the 90% annual distribntrequirement by paying “deficiency dividends’stockholders that relate to the adjusted
year but that are paid in a subsequent year. Tlifgjaa a deficiency dividend, the Company must m#ie distribution within 90 days of tl
adverse determination and the Company also mustysather procedural requirements. If the Compsatysfies the statutory requirements
Section 860 of the Internal Revenue Code, a demluddiallowed for any deficiency dividend subsedlygpaid by the Company to offset an
increase in the Company’s REIT taxable income tegufrom the adverse determination. The Companydver, must pay statutory interest
on the amount of any deduction taken for deficietieydends to compensate for the deferral of tixdigdility.

Failure To Qualify

If the Company fails to qualify for taxation a REIT in any taxable year and the relief pravisido not apply, the Company will be
subject to tax (including any applicable alternatiminimum tax) on its taxable income at regulapooate rates. Distributions to stockholders
in any year in which the Company fails to qualififlwot be deductible by the Company nor will tHeg required to be made. In that event, to
the extent of positive current and accumulatediegsnand profits, all distributions to stockholdesi#l be dividends, taxable as ordinary
income, except that, subject to certain limitatiohthe Internal Revenue Code, corporate distriésitaay be eligible for the dividends
received deduction. Unless the Company is entitia@lief under specific statutory provisions, empany also will be disqualified from
taxation as a REIT for the four taxable years foiftg the year during which the Company lost thelifjoation. We cannot state whether in
all circumstances the Company would be entitlesuich statutory relief. For example, if the Comp#ailg to satisfy the gross income tests
because non-qualifying income that the Companyntideally incurs exceeds the limit on such incothe, IRS could conclude that the
Company’s failure to satisfy the tests was nottdueasonable cause.

Taxation of U.S. Stockholders
As used in this prospectus, the term “U.ScBitolder” means a holder of common stock thatféderal income tax purposes:

. is a citizen or resident of the United Sta

. is a corporation or partnership (including antgnteated as a corporation or partnership foefatlincome tax purposes) created
or organized in or under the laws of the Unitedetar of any political subdivision there

. is an estate, the income of which is subject tefedncome taxation regardless of its source

. is any trust if a court within the United Stateable to exercise primary supervision over thmiadstration of the trust, and one or
more United States persons have the authorityntralcall substantial decisions of the trt
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For any taxable year for which the Companyifjea for taxation as a REIT, amounts distributedaxable U.S. Stockholders will be tas
as discussed below.

Distributions Generally . Distributions to U.S. Stockholders, other thapitzd gain dividends discussed below, will congétdividends
up to the amount of the Company’s positive curesrt accumulated earnings and profits and, to titehg will be taxable to the U.S.
Stockholders as ordinary income. These distribstame not eligible for the dividends received déiducfor corporations. To the extent that
the Company makes a distribution in excess ofatstiye current and accumulated earnings and grdfie distribution will be treated first as
a tax-free return of capital, reducing the tax $asithe U.S. Stockholder’common stock, and then the distribution in exoéssich basis wi
be taxable as gain realized from the sale of itaroon stock. Dividends declared by the Company itoer, November or December of any
year payable to a U.S. Stockholder of record opegified date in any such month will be treatethath paid by the Company and recei
by the stockholders on December 31 of the yeaxiged that the Company actually pays the dividetuting January of the following
calendar year. U.S. Stockholders are not alloweddiaide on their own federal income tax returng tax losses of the Company.

The Company will be treated as having suffitiearnings and profits to treat as a dividenddisfyibution by the Company up to the
amount required to be distributed in order to avwigosition of the 4% excise tax discussed above.

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

The Company may elect to retain and pay inctamen net long-term capital gain that it receideding the tax year. In this instance, U.S.
Stockholders will include in their income their postionate share of the undistributed long-termiteagains as designated by the Company.
The U.S. Stockholders will also be deemed to haie fheir proportionate share of the tax, which lddae credited or refunded to such
stockholders. In addition, the basis of the U.8cBtolders’ shares will be increased by the exoéfise amount of capital gain included in its
income over the amount of tax it is deemed to lpaid.

The Company must determine under applicaldleuies the maximum amount it may designate as a0&625% rate capital gains
dividends for U.S. Stockholders who are taxed dividual rates.

Passive Activity Loss and | nvestment | nterest Limitations . Distributions from the Company and gain from digposition of common
stock will not be treated as passive activity inecend, therefore, U.S. Stockholders will not beedblapply any “passive lossesjainst suc
income. Dividends from the Company (to the exthei/tdo not constitute a return of
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capital) generally will be treated as investmenbime for purposes of the investment interest litioita Net capital gain from the disposition
of common stock or capital gain dividends genenaily be excluded from investment income unlessth®. Stockholder elects to have the
gain taxed at ordinary income rates.

Dispositions of Shares. In general, U.S. Stockholders will realize cdpif@in or loss on the disposition of common stoglya to the
difference between the amount of cash and therfaiket value of any property received on the digjpmsand that stockholders’ adjusted
basis in the common stock. This gain or loss wélidbcapital gain or loss if the U.S. Stockholdes held the shares as a capital asset. The
applicable tax rate will depend on the stockhokl@dlding period in the asset (generally, if theckholder has held the asset for more than
one year, it will produce long-term capital gaingahe stockholder’s tax bracket. The IRS has thikaity to prescribe, but has not yet
prescribed, regulations that would apply a capjéh tax rate of 25% (which is generally highemtlfae long-term capital gain tax rates for
non-corporate stockholders) to a portion of cagtah realized by a non-corporate stockholder erstile of common stock that would
correspond to the Company’s “unrecaptured Sect&s® Dain.” Stockholders should consult with theimaax advisors with respect to their
capital gain tax liability. A corporate U.S. Stochdier will be subject to tax at a maximum rate 5%3on capital gain from the sale of the
Company’s common stock held for more than 12 morthgeneral, any loss recognized by a U.S. Stdddnaipon the sale or other
disposition of shares that the stockholder has tweldix months or less, after applying the holdpagiod rules, will be treated as a long-term
capital loss, to the extent of distributions reeeiwy the U.S. Stockholder from the Company thatwequired to be treated as long-term
capital gains.

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

However, for tax-exempt stockholders thatsareial clubs, voluntary employee benefit assoamticupplemental unemployment benefit
trusts and qualified group legal services plansrgtdrom federal income taxation under Sectionsg(&Q1), (¢)(9), (c)(17) and (c)(20) of the
Internal Revenue Code, respectively, income frormaastment in the Company will constitute UBTI @t the organization properly sets
aside or reserves such amounts for purposes gkaifthe Internal Revenue Code. These tax-exetogklsolders should consult their own
tax advisors concerning these “set aside” and ves@iquirements.

Qualified trusts that hold more than 10% (lajue) of the shares of pension-held REITs may feired to treat a certain percentage of
such a REIT’s distributions as UBTI. This requirerill apply only if the REIT would not qualify asuch for federal income tax purposes
but for the application of a “look-through” excegiito the five or fewer requirement applicablefiares held by qualified trusts and the REIT
is “predominantly held” by qualified trusts. A REIF predominantly held if either at least one dieditrust holds more than 25% by value of
the REIT interests or one or more qualified trustgsh owning more than 10% by value of the REI&radts, holds in the aggregate more
50% of the REIT interests. The
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percentage of any REIT dividend treated as UBElgsal to the ratio of (a) the UBTI earned by thd R@eating the REIT as if it were a
qualified trust and therefore subject to tax on YB® (b) the total gross income (less certain esded expenses) of the REIT. In the event
that this ratio is less than 5% for any year, tthenqualified trust will not be treated as haviegaived UBTI as a result of the REIT dividend.
For these purposes, a qualified trust is any tastribed in Section 401(a) of the Internal Revaboée and exempt from tax under

Section 501(a) of the Internal Revenue Code. Thigicons on ownership of common stock in the Canyjs charter generally will prevent
application of the provisions treating a portiorREIT distributions as UBTI to ta@xempt entities purchasing common stock, abseratizen
of the restrictions by the board of directors.

Special Tax Considerations For Non-U.S. Stockholders

In general, non-U.S. Stockholders will be sgbjo regular federal income tax with respechtartinvestment in the Company if the
income from the investment is “effectively connektaith the non-U.S. Stockholder’s conduct of adgar business in the United States. A
corporate non-U.S. Stockholder that receives inctivakis (or is treated as) effectively connectéithwa U.S. trade or business also may be
subject to the branch profits tax under Section @he Internal Revenue Code, which is imposeaddition to regular federal income tax
generally at the rate of 30%, subject to reductioder a tax treaty, if applicable. Effectively censted income must meet various certification
requirements to be exempt from withholding. Théofeing discussion will apply to non-U.S. Stockhalglevhose income from their
investments in the Company is not so effectivelyraxted (except to the extent that the FIRPTA rdissussed below treat such income as
effectively connected income).

A distribution by the Company that is notiatttable to gain from the sale or exchange by thm@any of a United States real property
interest and that the Company does not designatecapital gain distribution will be treated asoadinary income dividend to the extent that
the Company pays the distribution out of currerd@rumulated earnings and profits of the Compamene@lly, any ordinary income
dividend will be subject to a federal income taxa@do 30% of the gross amount of the dividendhiétd by the Company, unless an
applicable tax treaty reduces this tax. Such ailligton in excess of the Company’s earnings ardifgrwill be treated first as a return of
capital that will reduce a non-U.S. Stockholde®gsibk in its common stock (but not below zero) drahtas gain from the disposition of such
shares, the tax treatment of which is describecutige rules discussed below with respect to diipns of common stock.

Distributions by the Company that are attréilé to gain from the sale or exchange of a Urfitiedes real property interest will be taxed to
a non-U.S. Stockholder under the Foreign InvestrimeReal Property Tax Act of 1980, or “FIRPTA.” UsidFIRPTA, such distributions are
taxed to a non-U.S. Stockholder as if the distidng were gains “effectively connectedfith a United States trade or business. Accordina
non-U.S. Stockholder will be taxed at the normaiizd gain rates applicable to a U.S. Stockholdebject to any applicable alternative
minimum tax and a special alternative minimum takhie case of nonresident alien individuals). Sdistributions also may be subject to a
30% branch profits tax when made to a foreign cafian that is not entitled to an exemption or i@tibranch profits tax rate under an
income tax treaty.
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Although the law is not clear on this mattegppears that amounts designated by the Compmauawpdistributed capital gains in respect of
the common stock held by U.S. Stockholders geneshlbuld be treated with respect to non-U.S. Stoltldrs in the same manner as actual
distributions by the Company of capital gain divids. Under that approach, the non-U.S. Stockhalderd be able to offset as a credit
against their resulting federal income tax liapiih amount equal to their proportionate shardeftax paid by the Company on the
undistributed capital gains, and to receive fromIfRS a refund to the extent their proportionaersiof this tax paid by the Company were to
exceed their actual federal income tax liability.

Although tax treaties may reduce the CompamjtBholding obligations, the Company generallylWwi required to withhold from
distributions to nord.S. Stockholders, and remit to the IRS, 35% ofgfeged capital gain dividends (or, if greater, 36Rthe amount of an
distributions that could be designated as capdal dividends) and 30% of ordinary dividends paitl @ earnings and profits. In addition, if
the Company designates prior distributions as abg#in dividends, subsequent distributions, uthéoamount of such prior distributions that
the Company designated as capital gains dividemitiye treated as capital gain dividends for pwgof withholding. In addition, the
Company may be required to withhold 10% of disttidns in excess of the Company’s current and actabed earnings and profits. If the
amount of tax withheld by the Company with resped distribution to a non-U.S. Stockholder excabédsstockholder’s United States tax
liability with respect to such distribution, themt).S. Stockholder may file for a refund of sucleess from the IRS.

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

. a lower treaty rate applies and the non-U.S.I@tolder files with the Company an IRS Form W-8BEKdencing eligibility for
that reduced treaty rat

. the non-U.S. Stockholder files with the CompanyRS Form W-8ECI claiming that the distributioningome effectively
connected with the n-U.S. Stockhold¢'s trade or business so that no withholding tardgiired; ol

. the distributions are treated for FIRPTA withHolgitax purposes as attributable to a sale of a téz8 property interest, in which
case tax will be withheld at a 35% re

Unless the common stock constitutes a “U.&. peoperty interest” within the meaning of FIRPT&Asale of common stock by a non-U.S.
Stockholder generally will not be subject to fed@émaome taxation. The common stock will not congé a U.S. real property interest if the
Company is a “domestically-controlled REIT.” A dostieally-controlled REIT is a REIT in which at dilnes during a specified testing
period less than 50% in value of its shares is Hegkttly or indirectly by non-U.S. StockholderseWurrently anticipate that the Company
will
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be a domestically-controlled REIT and, therefonat the sale of common stock will not be subje¢at@tion under FIRPTA. However,
because the common stock will be publicly tradeel,cannot assure you that the Company will be a dboadly-controlled REIT. If the
Company were not a domestically-controlled REITipa-U.S. Stockholder’'s sale of common stock wowdbbject to tax under FIRPTA as
a sale of a U.S. real property interest unlesstimemon stock were “regularly traded” on an establissecurities market (such as the New
York Stock Exchange) on which the common stock bélllisted and the selling stockholder owned noentlban 5% of the common stock
throughout the applicable testing period. If thengm the sale of common stock were subject tottaxainder FIRPTA, the non-U.S.
Stockholder would be subject to the same treatmemat U.S. Stockholder with respect to the gainjéstibo applicable alternative minimum
tax and a special alternative minimum tax in theeaaf nonresident alien individuals). However, eiféhe Companys common stock is not
U.S. real property interest, a nonresident aligaiss from the sale of common stock will be taxabtbe nonresident alien individual is
present in the United States for 183 days or maringd the taxable year and certain other conditapsly, in which case the nonresident a
individual will be subject to a 30% tax on his @riJ.S. source capital gains.

A purchaser of common stock from a non-U.8ckgtolder will not be required to withhold undeRFTA on the purchase price if the
purchased common stock is “regularly traded” omstablished securities market or if the Comparaydemestically-controlled REIT.
Otherwise, the purchaser of common stock from ald@h Stockholder may be required to withhold 108the purchase price and remit this
amount to the IRS. The Company’s common stock otlgrés a regularly traded security on the New Y&tiock Exchange. We believe that
the Company qualifies under both the regularlydthdnd the domestically-controlled REIT exceptimwithholding but we cannot provide
any assurance to that effect.

Upon the death of a nonresident alien indialdthat individuals common stock will be treated as part of his arth&. estate for purpos
of the U.S. estate tax, except as may be otheprsgded in an applicable estate tax treaty.

Information Reporting Requirements and Backup Withholding Tax

U.S. Stockholders. In general, information reporting requirementd apply to payments of distributions on the Comgartommon
stock and payments of the proceeds of the saleed€bmpany’s common stock, unless an exceptioneapilurther, the payer will be
required to withhold backup withholding tax at tiage of 30% for 2002 and 2003 (currently schedtbeloe reduced to 28% by 2006) if:

. the payee fails to furnish a taxpayer identificatrmumber to the payer or to establish an exemgitamn backup withholding
. the IRS notifies the payer that the taxpayer idigation number furnished by the payee is incotr

. a notified payee has been under-reporting wispeet to interest, dividends or original issue adistt described in Section 3406(c)
of the Internal Revenue Code;
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. the payee has failed to certify under the perafifyerjury that the payee is not subject to backithholding under the Internal
Revenue Code

Some stockholders, including corporations| kgl exempt from backup withholding. Any amountshiveld under the backup withholding
rules from a payment to a stockholder will be akkoMas a credit against the stockholder’s fedecainte tax and may entitle to stockholder to
a refund, provided that the stockholder furnistiesrequired information to the IRS.

Non-U.S. Stockholders . Generally, information reporting will apply toyraents of distributions on the Company’s commorlstand
backup withholding at a rate of 30% (scheduledeedniuced to 28% by 2006) may apply, unless thegagtrtifies that it is not a U.S. person
or otherwise establishes an exemption.

The payment of the proceeds from the disposibf the Company’s common stock to or throughUtte. office of a U.S. or foreign broker
will be subject to information reporting and, pdgj backup withholding unless the non-U.S. Stod#tbocertifies as to its non-U.S. status or
otherwise establishes an exemption, provided tteabtoker does not have actual knowledge thatttdukisolder is a U.S. person or that the
conditions of any other exemption are not, in faatjsfied. The proceeds of the disposition by @-dds. Stockholder of the Company’s
common stock to or through a foreign office of akar generally will not be subject to informati@porting or backup withholding.

However, if the broker is a U.S. person, a contibfioreign corporation for U.S. tax purposes asraifjn person 50% or more whose gross
income from all sources for specified periods @ fractivities that are effectively connected with.&. trade or business, information
reporting generally will apply unless the brokes ldmcumentary evidence as to the non-U.S. Stockhisltbreign status and has no actual
knowledge to the contrary.

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

Tax Aspects of the Operating Par tner ship

General . The Operating Partnership holds substantiallpfaihe Company’s investments. In general, partipssare “pass-through”
entities that are not subject to federal income Rather, partners are allocated their proporteshtres of the items of income, gain, loss,
deduction and credit of a partnership, and arenpiaity subject to tax thereon, without regard thether the partners receive a distribution
from the partnership. The Company includes innt®me its proportionate share of the these Oper&artnership items for purposes of the
various REIT income tests and in the computatioitsdREIT taxable income. Moreover, for purposethef REIT asset tests, the Company
includes its proportionate share of assets helthéyperating Partnership.
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Tax Allocations with Respect to the Properties . Pursuant to Section 704(c) of the Internal ReeeBade, income, gain, loss and deduc
attributable to appreciated or depreciated propédyis contributed to a partnership in exchamgeh interest in the partnership, must be
allocated in a manner such that the contributimtnea is charged with the unrealized gain, or biés&bm the unrealized loss, associated
the property at the time of the contribution. Tiheoant of the unrealized gain or unrealized loggeiserally equal to the difference between
the fair market value of contributed property a time of contribution and the adjusted tax basib® property at the time of contribution,
which we refer to as a “book-tax difference.” Thaflecations are solely for federal income tax jpsgs and do not affect the book capital
accounts or other economic or legal arrangementsgrihe partners. The Operating Partnership wasddrby way of contributions of
appreciated property. Consequently, the partnesiipement of the Operating Partnership requitesaions to be made in a manner
consistent with Section 704(c) of the Internal RexeCode.

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

Treasury Regulations under Section 704(chefihternal Revenue Code provide partnerships avithoice of several methods of
accounting for book-tax differences, including tiraditional method” that may leave some of the lb¢ax differences unaccounted for, or
election of certain methods which would permit distortions caused by a boddx difference at this time to be entirely rectifien an annui
basis or with respect to a specific taxable trati@asuch as a sale. The Operating Partnershighen@ompany have determined to use the
“traditional method” for accounting for book-taxffdgrences with respect to the properties contrithtitethe Operating Partnership. As a result
of this determination, distributions to stockhoklerill be comprised of a greater portion of taxahtme rather than a return of capital. The
Operating Partnership and the Company have notrdited which of the alternative methods of accaupfor book-tax differences we will
elect with respect to properties contributed to@perating Partnership in the future.
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With respect to any property purchased byQperating Partnership, this property initially withve a tax basis equal to its fair market
value and Section 704(c) of the Internal RevenugeGaill not apply.

Basisin Operating Partnership Interest . The Company’s adjusted tax basis in its intereiie Operating Partnership generally:

. will equal the amount of cash and the basis of@hgr property contributed to the Operating Pastinigrby the Compan:

. will increase by its allocable share of the OfingaPartnership’s income and its allocable sh&mdebt of the Operating
Partnership; an

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

If the allocation of the Company’s distribigighare of the Operating Partnership’s loss exdbedsdjusted tax basis of the Company’s
partnership interest in the Operating Partnerghiprecognition of the excess loss will be defewmetil such time and to the extent that the
Company has an adjusted tax basis in its partrenstarest. To the extent that the Operating Pestng’s distributions, or any decrease in
Company’s share of the debt of the Operating Pesthiie (such decreases being considered a casibdiiin to the partners) exceed the
Company'’s adjusted tax basis, the excess distobsitjincluding such constructive distributions) stitute taxable income to the Company.
This taxable income normally will be characterizada capital gain if the Company has held its @stein the Operating Partnership for lon
than one year, subject to reduced tax rates destabove. Under current law, capital gains andhargliincome of corporations generally are
taxed at the same marginal rates.

Sale of the Properties. The Company’s share of gain realized by the Qjmeydartnership on the sale of any property hglthle
Operating Partnership as inventory or other propeetd primarily for sale to customers in the oetdincourse of the Operating Partnership’s
trade or business will be treated as income frquroaibited transaction that is subject to a 100%afig tax. Prohibited transaction income
also may have an adverse effect upon the Compajlity to satisfy the income tests for qualifioa as a REIT. Under existing law, whet
the Operating Partnership holds its property asnitwry or primarily for sale to customers in thdinary course of its trade or business is a
question of fact that depends on all the factsamadimstances with respect to the particular trati@a. The Operating Partnership intends to
hold the properties for investment with a viewdad-term appreciation, to engage in the business@iiring, developing, owning and
operating the properties and to make such occdsales of the properties, including peripheratliaes are consistent with the Operating
Partnership’s investment objectives.
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State and L ocal Tax

The Company and its stockholders may be sutgestate and local tax in various states anditees, including those in which it or they
transact business, own property or reside. Théréatment of the Company and the stockholderscéh gurisdictions may differ from the
federal income tax treatment described above. Guesdly, prospective stockholders should conselir thwn tax advisors regarding the
effect of state and local tax laws on an investnrethie Company’s common stock.
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PLAN OF DISTRIBUTION
We may sell these securities:

. through underwriting syndicates represented byarmaore managing underwritel
. to or through underwriters or deale
. through agents; ¢

. directly to one or more purchase
We may distribute the securities from timdinoe in one or more transactions at:

. a fixed price;
. at market prices prevailing at the time of s;
. at prices related to prevailing market prices

. at negotiated price

We will describe the name or names of any nmdeers, dealers or agents and the purchase pfittee securities in a prospectus
supplement relating to the securities.

In connection with the sale of the securitigglerwriters may receive compensation from usanfpurchasers of the securities, for whom
they may act as agents, in the form of discoumis¢essions or commissions. Underwriters may sels#turities to or through dealers, and
these dealers may receive compensation in the dédiscounts, concessions or commissions from tiuewriters and/or commissions from
the purchasers for whom they may act as agentsetdmiiers, dealers and agents that participatherdistribution of the securities may be
deemed to be underwriters, and any discounts onissions they receive from us, and any profit anrésale of the securities they realize
may be deemed to be underwriting discounts and dssiwns, under the Securities Act. The prospeatpplement will identify any
underwriter or agent and will describe any comptosahey receive from us.

Unless otherwise specified in the prospeatppkement, each series of the securities will bewa issue with no established trading ma
other than the Company’s common stock, which isetuly listed on the New York Stock Exchange. Weyrakect to list any series of debt
securities, preferred stock or depositary sharesnoexchange, but are not obligated to do so.possible that one or more underwriters may
make a market in a series of the securities, bdéwmriters will not be obligated to do so and m&cdntinue any market making at any time
without notice. Therefore, we can give no assuratmit the liquidity of the trading market for amiythe securities.
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Under agreements we may enter into, we magnimdfy underwriters, dealers and agents who pgeteiin the distribution of the securit
against certain liabilities, including liabilitiesder the Securities Act.

From time to time, we may engage in transastiwith these underwriters, dealers and agentgiotdinary course of business.

If indicated in the prospectus supplementyiteauthorize underwriters or other persons actisgour agents to solicit offers by instituti
to purchase securities from us pursuant to comstraraviding for payment and delivery on a futuréedénstitutions with which we may make
these contracts include commercial and savingsdyangurance companies, pension funds, investnoenpanies, educational and charitable
institutions and others. The obligations of anygbasser under any such contract will be subjedt¢ccbndition that the purchase of the
securities shall not at the time of delivery behiibded under the laws of the jurisdiction to whitle purchaser is subject. The underwriters
and other agents will not have any responsibilithwegard to the validity or performance of thesetracts.

EXPERTS

The consolidated financial statements anddudkeeof Highwoods Properties, Inc. appearing intligods Properties, Inc.’s annual report
(Form 10-K) for the year ended December 31, 200d,c Highwoods Realty Limited Partnership appeaifmHighwoods Realty Limited
Partnership’s annual report (Form 10-K) for theryeraded December 31, 2001, have been audited tsf &rvioung LLP, independent
auditors, as set forth in their reports thereotuited therein and incorporated herein by refereBoeh consolidated financial statements are
incorporated herein by reference in reliance upmi seports given on the authority of such firmeagerts in accounting and auditing.

LEGAL MATTERS
Alston & Bird LLP, Raleigh, North Carolina hpassed upon the validity of the securities offdnedhis prospectus.
WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and special repgitexy statements and other information with th€€S¥ou may read and copy any document
that we file at the public reference facilitiestoé SEC at 450 Fifth Street, N.W., Washington, 28049. Please call the SEC at (800) SEC-
0330 for further information about the public refiece facilities. These documents also may be aedeéksough the SEC's electronic data
gathering, analysis and retrieval system (“EDGAW®) electronic means, including the SEC’s home pagthe Internet
(http://lwww.sec.gov). In addition, since some of securities are listed on the New York Stock Exajeg you can read our SEC filings at the
offices of the New York Stock Exchange, 20 Broae&t New York, New York 10005.
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This prospectus is part of a registrationestegnt that we have filed with the SEC. The SEGaallas to “incorporate by reference” the
information that we file with them, which meanstthe can disclose important information to you bferring you to those documents. The
information incorporated by reference is considdoebe part of this prospectus, and later infororathat we file with the SEC will
automatically update and supersede this informatéa incorporate by reference the documents lisedow and any future filings made with
the SEC under Sections 13(a), 13(c), 14 or 15(dhe@Exchange Act until this offering is terminat¥de also specifically incorporate by
reference any of these filings made after the datke initial registration statement and prioeféectiveness of the registration statement.

. The Compan’s annual report on Form -K for the year ended December 31, 2C

. The Operating Partnersl's annual report on Form -K for the year ended December 31, 2C

. The Compan’s quarterly reports on Form-Q for the quarters ended March 31, 2002 and Jun2(8i2;

. The Operating Partnersl's quarterly reports on Form -Q for the quarters ended March 31, 2002 and Jup2(812;
. The Compan'’s current report on Formn-K dated August 15, 200:

. The Operating Partnersl's current report on Fornm-K dated August 15, 2002; a

. The description of the Company’s common stockuithed in the Company’s registration statement omF8-A dated May 16,
1994,

You may request a copy of these filings, atost, by writing or telephoning us at the follogiaddress:

Highwoods Properties, Inc.
Investor Relations

3100 Smoketree Court

Suite 600

Raleigh, North Carolina 27604
Phone: (919) 81-4924
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PART I1. INFORMATION NOT REQUIRED IN PROSPECTUS
Item 14. Other Expenses of Issuance and Distribution

The following table sets forth the costs argemses payable by us in connection with the bistion of the securities being registered. We
have estimated all amounts except the SEC redsirte.

Item Amount
SEC registration fe $ 34,96(
Legal fees and expens $300,00(
Accounting fees and expens $150,00(
Trustee expenses and fe $ 25,00(
Fees of rating agenci $150,00(
Printing expense $150,00(
Miscellaneous expens $ 40,04(

Total $850,00(

Item 15. Indemnification of Directors and Officers

The Company'’s officers and directors are ailldbe indemnified against certain liabilities ie@rdance with the Maryland General
Corporation Law, the charter and bylaws of the Canypand the partnership agreement of the OperR@ntnership. The charter requires the
Company to indemnify its directors and officerghe fullest extent permitted from time to time bg tMaryland General Corporation Law.
The Maryland General Corporation Law permits a ogapon to indemnify its directors and officers,@mg others, against judgments,
penalties, fines, settlements and reasonable expetsually incurred by them in connection with anyceeding to which they may be made
a party by reason of their service in those ormoth@acities unless it is established that the@aomission of the director or officer was
material to the matter giving rise to the procegdind was committed in bad faith or was the resfudtctive and deliberate dishonesty, or the
director or officer actually received an impropergonal benefit in money, property or servicesndahe case of any criminal proceeding, the
director or officer had reasonable cause to belipaethe act or omission was unlawful.

The partnership agreement of the OperatinghBeship also provides for indemnification of then@pany and its officers and directors to
the same extent that the Company’s charter proatdademnification to the Company’s officers adidectors. In addition, the partnership
agreement limits the liability of the Company ateldfficers and directors to the Operating Partniprand its partners to the same extent that
the Company’s charter limits the liability of th@@pany’s officers and directors to the Company itmsdtockholders.

The Company also maintains a policy of directind officers liability insurance covering cemtlabilities incurred by the Company’s
directors and officers in connection with the perfance of their duties.
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Insofar as indemnification for liabilities sing under the Securities Act may be permittediectbrs, officers or persons controlling the
Company pursuant to the foregoing provisions, then@any has been informed that in the opinion ofSbeurities and Exchange
Commission such indemnification is against pubbtiqy as expressed in the Securities Act and issfoee unenforceable.

Item 16. Exhibits

EX. Description

1.1  Form of Underwriting Agreement for Debt Securit{gé}

4.1 Indenture dated as of December 1, 1996 among thgp@uay, the Operating Partnership and First Uniotiddal Bank, as trustee (

5 Opinion of Alston & Bird LLP re legality (3

8 Opinion of Alston & Bird LLP re tax matters (

12.1 Statement of computation of ratio of earnings xedi charges and ratio of earnings to combined fotetges and preferred stock
dividends of the Compar

12.z Statement of computation of ratio of earnings %edi charges and ratio of earnings to combined fotedges and preferred unit
dividends of the Operating Partners

23.1 Consent of Alston & Bird LLP (included in Exhibifsand 8) (3

23.2 Consent of Ernst & Young LL

24 Power of Attorney (included on signature pa

25  Statement of Eligibility of Trustee on Forn-1

(1) Filed as part of Registration Statement Nos.-3890 and 38¢-01 and incorporated herein by referer
(2) Filed as part of the Operating Partner’s Current Report on Forn-K dated December 2, 1996 and incorporated herenefi@gyence
(3) To be filed by amendmer
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Item 17. Undertakings

(@) Each of the undersigned registrants hereby undest
(1) Tofile, during any period in which offers or sabr® being made, a p-effective amendment to this registration staterr
0] To include any prospectus required by Section {8Jaf the Securities Ac

(i)  Toreflect in the prospectus any facts or everissray after the effective date of the registratidaitement (or the most
recent post-effective amendment thereof) whichividdally or in the aggregate, represent a fundaaierhange in the
information set forth in the registration stateméitwithstanding the foregoing, any increase arease in volume of
securities offered (if the total dollar value otsaties offered would not exceed that which wagstered) and any
deviation from the low or high end of the estimateakimum offering range may be reflected in therfaf prospectus
filed with the Commission pursuant to Rule 424¢bhin the aggregate, the changes in volume ane pepresent no
more than a 20% change in the maximum aggregateimdfprice set forth in the “Calculation of Regagton Fee” table
in the effective registration statement; ¢

(iii)  Toinclude any material information with respecttie plan of distribution not previously disclogadhe registration
statement or any material change to such informatidhe registration stateme

Provided, however, that the undertakings set forfiaragraphs 1(i) and 1(ii) do not apply if théoimmation required to
be included in a post-effective amendment by thp@sagraphs is contained in periodic reports filétth wr furnished to

the Commission by the registrant pursuant to Sedt®or Section 15(d) of the Securities ExchangeoAd934 that are
incorporated by reference in this registrationestegnt.

(2) That, for the purposes of determining any liabilityder the Securities Act of 1933, each such pfisttive amendment shall
deemed to be a new registration statement reltditige securities offered therein, and the offenhguch securities at that tir
shall be deemed to be the initial bona fide offgtimereof.

(3) Toremove from registration by means of a postetiffe amendment any of the securities being regidteshich remain unsold
at the termination of the offerin

(b) Each of the undersigned registrants hefetilier undertakes that, for purposes of deterngiminy liability under the Securities Act of
1933, each filing of such registrant’s annual
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report pursuant to Section 13(a) or Section 15{dh@ Securities Exchange Act of 1934 (and, whemdieable, each filing of an employee
benefit plan’s annual report pursuant to Sectiofu)L&6f the Securities Exchange Act of 1934) thabheorporated by reference in the
registration statement shall be deemed to be aregistration statement relating to the securitiésred therein, and the offering of such
securities at that time shall be deemed to benitialibona fide offering thereof.

(c) Insofar as indemnification for liabilityiaing under the Securities Act may be permitteditectors, officers and controlling persons of
the registrants pursuant to the provisions desdribétem 15 above, or otherwise, the registraatgetbeen advised that in the opinion of the
Securities and Exchange Commission such indemtidités against public policy as expressed in theusities Act and is, therefore,
unenforceable. In the event that a claim for indéigation against such liabilities (other than {eyment by the registrant of expenses
incurred or paid by a director, officer or contiodj person of the registrants in the successfudrtd of any action, suit or proceeding) is
asserted by such director, officer or controllirgggon in connection with the securities being tegésl, the registrants will, unless in the
opinion of its counsel the matter has been seltjecontrolling precedent, submit to a court of aypiate jurisdiction the question whether
such indemnification by it or against public poliey expressed in the Securities Act and will beegoed by the final adjudication of such
issue.

(d) Each of the undersigned registrants hefeftfier undertakes that:

(1) For purposes of determining any liability undee Securities Act of 1933, the information omitteain the form of prospectus
filed as part of this registration statement inarete upon Rule 430A and contained in a form ofpeatus filed by the
registrant pursuant to Rule 424(b)(1) or (4) or@91inder the Securities Act shall be deemed tpaseof this registration
statement as of the time it was declared effec

(2) Forthe purpose of determining any liability unttee Securities Act of 1933, each post-effectiveadment that contains a

form of prospectus shall be deemed to be a newtratjion statement relating to the securities effeherein, and the offering
of such securities at that time shall be deemdwmttthe initial bona fide offering there«
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SIGNATURES

Pursuant to the requirements of the Securteof 1933, each of the registrants certifies thhas reasonable grounds to believe that it
meets all of the requirements for filing on Fornd &nd has duly caused this registration statenodm signed on its behalf by the
undersigned, thereunto duly authorized, in the GitiRaleigh, State of North Carolina, on Septenit3:r2002.

HIGHWOODS PROPERTIES, INC

By: /s/ Carman J. Liuzz

Carman J. Liuzzo
Vice President and Chief Financial Offic

HIGHWOODSREALTY LIMITED PARTNERSHIP
By: Highwoods Properties, Inc., in its capacity as Galneartne!

By: /s/ Carman J. Liuzz

Carman J. Liuzzo
Vice President and Chief Financial Offic

We, the undersigned officers and directorslighwoods Properties, Inc., hereby severally ctunstiRonald P. Gibson and Carman J.
Liuzzo, and each of them singly, our true and ldwiftorneys with full power to them, and each arthsingly, to sign for us and in our nar
in the capacities indicated below, the registratitiement filed herewith and any and all amendsiensaid registration statement, including
any registration statement filed pursuant to R@i2(4), and generally to do all such things in caimes and in our capacities as officers and
directors to enable Highwoods Properties, Inc. ligthwoods Realty Limited Partnership to comply wtitle provisions of the Securities Act
of 1933, and all requirements of the SEC, herebfyiag and confirming our signature as they mayskgned by our said attorneys, or any of
them, to said registration statement and any drataéndments thereto.
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Pursuant to the requirements of the Securt@of 1933, this registration statement has tegned by the following persons in the
capacities and on the dates indicated:

Name Title Date

/sl O. Temple Sloan, { Chairman of the Board of Directc September 13, 20(

O. Temple Sloan, J

/sl Ronald P. Gibsao President, Chief Executive Offic September 13, 20(
and Directol

Ronald P. Gibso

/sl Gene H. Andersc Senior Vice President and Direc September 13, 20(

Gene H. Anderso

/sl Edward J. Fritsc Executive Vice Presider September 13, 20(
Chief Operating Officer and

Edward J. Fritscl Director

/sl Thomas W. Adle Director September 13, 20(

Thomas W. Adle

/sl Kay N. Callisor Director September 13, 20(

Kay N. Callison

/s/ William E. Graham, J Director September 13, 20(

William E. Graham, Ji

/sl Lawrence S. Kapla Director September 13, 20(

Lawrence S. Kapla

/sl L. Glenn Orr, Jt Director September 13, 20(

L. Glenn Orr, Jr

/s/ Willard H. Smith Jr Director September 13, 20(

Willard H. Smith Jr,

/sl John L. Turne Director September 13, 20(

John L. Turne

/sl F. William Vandiver J Director September 13, 20(

F. William Vandiver Jr

/sl Carman J. Liuzz Vice President, Chief Financial Offic September 13, 20(
and Treasure

Carman J. Liuzz
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HIGHWOODS PROPERTIES, INC.



RATIO OF EARNINGSTO FIXED CHARGES AND RATIO OF EARNINGSTO COMBINED

FIXED CHARGES AND PREFERRED STOCK DIVIDENDS

EARNINGS:

Income from continuing operations before
minority interest

Interest

Amortization of loan costs

Total earnings

FIXED CHARGES AND PREFERRED STOCK DIVIDENDS:

Interest

Interest capitalized
Amortization of loan costs
Total fixed charges

Preferred stock dividends
Total fixed charges and preferred stock dividends

Ratio of earnings to fixed charges

Ratio of earnings to combined fixed charges and
preferred stock dividends

(Dollars in thousands)

Six Months
Ended
June 30, 2002

59,484
53,151
680

113,315

53,151
6,617
680

1.49

2001 2000 1999

147,222 153,599 166,213
106,496 110,315 114,311
2,005 2,512 2,823

255,723 266,426 283,347

106,496 110,315 114,311
16,947 23,669 29,147
2,005 2,512 2,823

125,448 136,496 146,281

31,500 32,580 32,580
156,948 169,076 178,861

204 195 194

163 158 158

247,383

94,413

114,979

30,092
145,071

2.15

171

139,978

45,138
7,238
2,256

2.07



EXHIBIT 12.2
HIGHWOODSREALTY LIMITED PARTNERSHIP

RATIO OF EARNINGSTO FIXED CHARGES AND RATIO OF EARNINGSTO COMBINED
FIXED CHARGES AND PREFERRED UNIT DIVIDENDS

(Dollars in thousands)

Six Months
Ended

June 30, 2002 2001 2000 19 99 1998 1997
EARNINGS:
Income from continuing operations 60,450 147,316 154,847 166, 926 151,135 91,552
Interest 51,944 102,468 106,283 108, 562 91,361 45,138
Amortization of loan costs 680 2,005 2,512 2, 823 2,598 2,256
Total earnings 113,074 251,789 263,642 278, 311 245,094 138,946
FIXED CHARGES AND PREFERRED UNIT DIVIDENDS:
Interest 51,944 102,468 106,283 108, 562 91,361 45,138
Interest capitalized 6,617 16,947 23,669 29, 147 17,968 7,238
Amortization of loan costs 680 2,005 2,512 2, 823 2,598 2,256
Total fixed charges 59,241 121,420 132,464 140, 532 111,927 54,632
Preferred stock dividends 15,426 31,500 32,580 32, 580 30,092 13,117
Total fixed charges and preferred stock dividends 74,667 152,920 165,044 173, 112 142,019 67,749
Ratio of earnings to fixed charges 1.91 2.07 1.99 1 .98 2.19 2.54
Ratio of earnings to combined fixed charges and

preferred unit dividends 151 1.65 1.60 1 .61 1.73 2.05
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EXHIBIT 23.2
CONSENT OF INDEPENDENT AUDITORS

We consent to the reference to our firm under #pion "Experts” in the Registration Statement gF&-3, No. 333- ) and
related prospectus of Highwoods Realty Limited manthip for the registration of up to $380,000,00debt securities and Highwoods
Properties, Inc. for the registration of relateduguntees. We also consent to the incorporatiorefeyence therein of our reports (a) dated
February 19, 2002, with respect to the financialeshents and schedule of Highwoods Realty Limitdrership included in its Annual
Report on Form 10-K for the year ended DecembeRBQ1 and (b) dated February 19, 2002, with resjpettte financial statements and

schedule of Highwoods Properties, Inc. includetlsriinnual Report on Form 10-K for the year endet&nber 31, 2001, all filed with the
Securities and Exchange Commission.

/sl Ernst & Young LLP

Ral ei gh, North Carolina
Sept enber 11, 2002



EXHIBIT 25

SECURITIESAND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM T-1

STATEMENT OF ELIGIBILITY AND QUALIFICATION
UNDER THE TRUST INDENTURE ACT OF 1939, ASAMENDED, OF A
CORPORATION DESIGNATED TO ACT ASTRUSTEE

WACHOVIA BANK, NATIONAL ASSOCIATION
(Exact name of trustee as specified in its charter)

United States National Bank 22-1147033
(State of incorporation if (I.R.S. employer
not a national bank) identification no.)

Wachovia Bank, National Association

401 South Tryon Street, 12th Floor

Charlotte, North Carolina 28288-1179
(Address of principal (Zip Code)
executive offices)

Same as above
(Name, address and telephone number, including
area code, of trustee's agent for service)

Highwoods Realty Limited Partnership
(Exact name of obligor as specified in its charter)

The State of North Carolina
(State or other jurisdiction of incorporation oganization)

56-1869557
(I.R.S. employer identification no.)

3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604

(Address, including zip code, of principal execatffices)

Notes
(Title of the indenture securities)

1. General information. Furnish the following infoation as to the truste



(a) Name and address of each examining or supegvésithority to which it is subject

Name Address
Federal Reserve Bank of Richmond, VA Richmond, VA
Comptroller of the Currency Washington, D.C.
Securities and Exchange Commission
Division of Market Regulation Washington, D.C.
Federal Deposit Insurance Corporation Washington, D.C.

(b) Whether it is authorized to exercise corpotatst powers.
The trustee is authorized to exercise corporats powers.

2. Affiliations with obligor and underwriters. Ifi¢ obligor or any underwriter for the obligor isafiliate of the trustee, describe each such
affiliation.

None.
(See Note 1 on Page 4.)

Because the obligor is not in default on any séiesrissued under indentures under which the agmiiis trustee, Items 3 through 15 are not
required herein.

16. List of Exhibits.
All exhibits identified below are filed as a pafttbis statement of eligibility.

1. A copy of the Articles of Association of WachaBank, National Association as now in effect, iahdontain the authority to commence
business and a grant of powers to exercise comtnat powers.

2. A copy of the certificate of authority of thestee to commence business, if not contained idttieles of Association.

2



3. A copy of the authorization of the trustee tereise corporate trust powers, if such authorimaisanot contained in the documents spec
in exhibits (1) or (2) above.

4. A copy of the existing By-laws of Wachovia Bahgtional Association, or instruments correspondiegeto.
5. Inapplicable.
6. The consent of the trustee required by Sectirfl8 of the Trust Indenture Act of 1939 is incldde Page 4 of this Form T-1 Statement.

7. A copy of the latest report of condition of thestee published pursuant to law or to the requéngs of its supervising or examining
authority is attached hereto.

8. Inapplicable.

9. Inapplicable.



NOTE

Note 1: Inasmuch asthisForm T-1isfiled prior to the ascertainment by the
Trustee of all facts on which to base a resporangver to Item 2, the answer to said Item is basedcomplete information. Item 2 may,
however, be considered correct unless amended bynandment to this Form T-1.

SIGNATURE

Pursuant to the requirements of the Trust Indentuteof 1939, as amended, the trustee, Wachovik Bdational Association, a national
association organized and existing under the ldiseoUnited States of America, has duly causesigtatement of eligibility and
qualification to be signed on its behalf by the ersined, thereunto duly authorized, all in they @it Charlotte, and State of North Carolina,
on the 4th day of September, 2002.

Wachovia Bank, National Association
(trustee)

By: /s/ Shawn Bednasek

Its: Vice President

CONSENT OF TRUSTEE

Under section 321(b) of the Trust Indenture Ac1889, as amended, and in connection with the pexpssuance by Highwoods Realty
Limited Partnership, Wachovia Bank, National Asation as the trustee herein named, hereby contfatteeports of examinations of said
Trustee by Federal, State, Territorial or Distaathorities may be furnished by such authoritiethéoSecurities and Exchange Commission
upon requests therefor.

Wachovia Bank, National Association

By: /s/ Shawn Bednasek

Name: Shawn Bednasek
Title: Vice President

Dat ed: Sept enber 4, 2002



Legal Title of Bank: First Union National Bank Call Date: 6/30/98 ST-BK: 37-0351 FFIEC 031
Address: Two First Union Center Page RC-1

City, State, Zip: Charlotte, NC 28288-0201

FDIC Certificate #: 33869

CONSOLIDATED REPORT OF CONDITION FOR INSURED COMMERCIAL AND STATE-CHARTERED SAVINGSBANKS
FOR JUNE 30, 2002

All schedules are to be reported in thousands Wéio Unless otherwise indicated, report the anhoutstanding as of the last business d¢
the quarter.

SCHEDULE RC--BALANCE SHEET

C400
Dollar Amount in Thousands RCFD Bil Mil Thou

ASSETS i
1. Cash and balances due from depository institut I M

a. Noninterest-bearing balances and currenc 0081 11,260,000 1.a.

b. Interest-bearing balances (2)........... 635,000 1.b.
2. Securities: i

a. Held-to-maturity securities (from Schedu le RC-B, column A).......cccooveviiiennnns 1754 8,000 2.a.

b. Available-for-sale securities (from Sche dule RC-B, column D) 1773 57,360,000 2.b.

3. Federal funds sold and securities purchased un der agreements to resell: I i
a. Federal Funds sold in domestic offices.. . B987 1,798,000 3.a

b. Securities purchased under agreements to ) B989 4,281,000 3.b
4. Loans and lease financing receivables (from Sc hedule RC-C) 1 i
a. Loansandleases held forsale ........ L 5369 8,862,000 4.a.
b. Loans and leases, net of unearned income RPN B528 157,120,000  4.b.
c. LESS: Allowance for loan and lease losse S. 3123 2,924,000 /Il M 4.c.
d. Loans and leases, net of unearned income and allowance (item 4.b minus 4.c)............ B529 154,196,000 4.d
5. Trading assets (from Schedule RC-D)........... 27,254,000 5
6. Premises and fixed assets (including capitaliz 3,235,000 6.
7. Other real estate owned (from Schedule RC-M).. 104,000 7
8. Investments in unconsolidated subsidiaries and associated companies (from Schedule RC-M).... 2130 511,000 8
9. Customers' liability to this bank on acceptanc es outstanding..........ccceeeeenieennenne 2155 1,105,000 9
10. Intangible assets: i
a. Goodwill..........cooeeieeiiiiinns 9,337,000 10.a

b. Other intangible assets(from Schedule RC
11. Other assets (from Schedule RC-F).............
12. Total assets (sum of items 1 through 11)......

2,008,000 10.b
19,691,000 11.
301,645,000 12.

(1) Includes cash items in process of collectioth amposted debits.
(2) Includes time certificates of deposit not higidtrading.
(3) Includes all securities resale agreements metic and foreign offices, regardless of maturity.
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Legal Title of Bank: First Union National Bank Call Date: 6/30/98 ST-BK: 37-0351 FFIEC 031

Address: Two First Union Center Page RC-1
City, State, Zip: Charlotte, NC 28288-0201
FDIC Certificate #: 33869
Schedule RC--Continued
Dollar Amount in Thou sands Bil Mil Thou
LIABILITIES M M
13. Deposits: M M
a. In domestic offices (sum of totals of colu mns A and C from Schedule RC-E, /111NN i
PAM )i e RCON 2200 171,788,000 13.a.
(1) Noninterest-bearing (1).............. RCON 6631 27,375,000 /I M 13.a.(1)
(2) Interest-bearing...........ccccne. RCON 6636 144,413,000 /i M 13.a.(2)
b. In foreign offices, Edge and Agreement sub sidiaries, and IBFs (from Schedule /11T i
RC-E, part Il)... . RCFN 2200 14,754,000 13.b.
(1) Noninterest-bearing.................. 31,000 /N M 13.b.(1)
(2) Interest-bearing......cccccoceeeeee RCFN 6636 14,723,000 /I M. 13.b.(2)
14. Federal funds purchased and securities sold un der agreements to repurchase I M
a. Federal funds purchased in domestic office S (2) ceriee RCON B993 2,924,000 14.a
b. Securities sold under agreements to repurc hase (3) ..RCFD B995 22,994,000 14.b
15. Trading liabilities (from Schedule RC-D)...... weeree... RCFD 3548 19,758,000 15.
16. Other borrowed money (includes mortgage indebt edness and obligations under i i
capitalized leases) (from Schedule RC-M)...... 18,405,000 16.
17. Not applicable...........ccccoeeviinnnnne M
18. Bank's liability on acceptances executed and o 1,110,000 18.
19. Subordinated notes and debentures (4)......... 8,616,000 19.
20. Other liabilities (from Schedule RC-G)........ 10,592,000 20.
21. Total liabilities (sum of items 13 through 20) 270,941,000 21.
22. minority interest in consolidated subsidiaries 977,000 22.
EQUITY CAPITAL M
23. Perpetual preferred stock and related surplus. 0 23.
24. Common StOCK.......cccccvvviiiiiiiiiiiiens 455,000 24,
25. Surplus (exclude all surplus related to prefer 24,942,000 25.
26. a. Retained earnings............cccccevevens 3,272,000 26.a.
b. Accumulated other comprehensive income (5) 1,058,000 26.b.
27. Other equity capital components (6)........... 0 27.
28. Total equity capital (sum of items 23 through 29,727,000 28.
29. Total liabilities, minority interest and equit 301,645,000 29.
Memorandum
To be reported with the March Report of Condition.
1. Indicate in the box at the right the number of the statement below that best
describes the most comprehensive level of audi ting work performed for the Number
bank by independent external auditors as of an y date during 2001..........cccceeueennee RCFD 6724 N/A  M.1.

1 = Independent audit of the bank conducted inrazcee with generally accepted auditing standayds dertified public accounting firm
which submits a report on the bank

2 = Independent audit of the bank's parent holdonmgpany conducted in accordance with generallymedeauditing standards by a certified
public accounting firm which submits a report oa ttonsolidated holding company (but not on the lsagarately)

3 = Attestation on bank management's assertioh@effectiveness of the bank's internal controk dweancial reporting by a certified public
accounting firm

4 = Directors' examination of the bank conducteddoordance with generally accepted auditing staisday a certified public accounting
firm (may be required by state chartering authprity

5 = Directors' examination of the bank performedther external auditors
(may be required by state chartering authority)

6 = Review of the bank's financial statements kgreval auditors

7 = Compilation of the bank's financial statemédayt®&xternal auditors

8 = Other audit procedures (excluding tax prepamnatvork)

9 = No external audit work

(1) Includes total demand deposits and nonintdyeating time and savings deposits.

(2) Report overnight Federal Home Loan Bank advaimté&chedule RC, item 16, "Other borrowed money."
(3) Includes all securities repurchase agreemendsinestic and foreign offices, regardless of nitgtL



(4) Includes limited-life preferred stock and relsurplus.

(5) Includes net unrealized holding gains (losseswvailable-for-sale securities, accumulated a&tgy(losses) On cash flow hedges,
cumulative foreign currency translation adjustmeatsl minimum pension liability adjustments.

(6) Includes treasury stock and unearned Employeek®wnership Plan shares.

6

End of Filing
meﬂvl':laiﬂi[} -

© 2005 | EDGAR Online, Inc.



