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PROSPECTUS SUPPLEMENT
(TO PROSPECTUS DATED JUNE 20, 1996)

250,000 SHARES

HIGHWOODS PROPERTIES, INC.
COMMON STOCK

Highwoods Properties, Inc. (the "Company") offeesdiby 250,000 shares of its common stock (the "Com8tock"), par value $.01 per
share (the "Offering"), to the several underwritghe "Underwriters") who participated in the Compa offering of 11,500,000 shares of
Common Stock which closed on June 26, 1996 (thee'®ffering"). The shares offered hereby are bsoid by the Company to the
Underwriters at a price of $27.375 per share sothiey may cover a portion of their short positiesulting from over-allotments in
connection with the June Offering. On July 8, 1986, last reported sale price of the Common Stacthe New York Stock Exchange was
$27 1/2.

The proceeds to the Company from the Offering ell$6,843,750 before deducting estimated expersseble by the Company of $10,000.
The Company intends to use the net cash procedts @ffering to fund a portion of the purchase@mf all of the outstanding shares of
Crocker Realty Trust, Inc. Pending such uses, gt@roceeds may be invested in short-term incorodyming investments such as
commercial paper, government securities or monakehdunds that invest in government securities.

SEE "RISK FACTORS" BEGINNING ON PAGE 41N THE ACCOMPANYING PROSPECTUS
FOR CERTAIN FACTORSRELEVANT TO AN INVESTMENT IN THE COMMON STOCK.

THESE SECURITIESHAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIESAND
EXCHANGE COMMISSION OR ANY STATE SECURITIESCOMMISSION NOR HASTHE
SECURITIESAND EXCHANGE COMMISSION OR ANY STATE SECURITIES
COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY
OF THISPROSPECTUS SUPPLEMENT OR THE PROSPECTUS.

ANY REPRESENTATION TO THE CONTRARY ISA
CRIMINAL OFFENSE.

THE ATTORNEY GENERAL OF THE STATE OF NEW YORK HASNOT PASSED ON OR ENDORSED
THE MERITSOF THISOFFERING. ANY REPRESENTATION TO THE CONTRARY ISUNLAWFUL.

It is expected that delivery of the Common Stoder&fd hereby will be made in New York, New Yorkanabout July 12, 1996.

The date of this Prospectus Supplement is July 8, 1996.



PLAN OF DISTRIBUTION

Subject to the terms and conditions containedémptlirchase agreement between the Underwritershen@dampany and Highwoods/Forsyth
Limited Partnership (the "Purchase Agreement"),Gbepany has agreed to sell to each of the Undemgmamed below, and each of the
Underwriters, for whom Merrill Lynch, Pierce, Fem& Smith Incorporated, Dean Witter Reynolds Iddgrgan Stanley & Co. Incorporated,
PaineWebber Incorporated, Prudential Securitiesrparated, The Robinson-Humphrey Company, Inc.2owit & Stringfellow, Inc. are
acting as representatives, has severally agrepdrtétase from the Company, the respective numbghares of Common Stock set forth
below opposite their respective names.

NUMBER OF
UNDERWRI TER SHARES
Merrill Lynch, Pierce, Fenner & Smith Incorporated.......... ... 22,450
Dean Witter Reynol ds | NC. ... ... 22,300
Morgan Stanley & Co. I NCOrporat ed. . .. ... e 22,300
Pai neVebber [ NCorporat €d. . .. ... 22,300
Prudential Securities Incorporated. . ....... ... 22,300
The Robi nson- Hunphrey Conpany, | NC. .. ... ... e e e 22,300
Scott & Stringfell oW, | NC. . ... 22,300
Al ex. Brown & Sons [ NCOrporat ed. . .. ... ..o e 3,750
Donal dson, Lufkin & Jenrette Securities Corporati ON. . ... ... ...t 3,750
A G Edwards & SONS, | NC. . ... 3,750
Qopenheil MBr & €., | NC. ... e e 3,750
Sal oMDN Brot her s I NC. . .. 3,750
Schroder Wertheim & Co. I NCOrporat @d. . ... ... e e 3,750
S th BarnNey | NC. . ..o 3,750
AAVEST, I NC. . . 1,875
Robert W Baird & Co. I NCOrporat €d. .. ... ..o e e e e e 1, 875
J.Co Bradford & C0. . ..ot 1, 875
COWBN & COMPANY . .« . ottt e e e e e e e e e e e e 1, 875
Craigi e [ NCOrporat €. . . ... o 1, 875
Dain Bosworth I NCOrporat €d. . . ... o 1, 875
Davenport & Co. of Virginia, | NC... ... . e e 1, 875
Dominick & Domini ck, 1 NCOrporat ed. ... ... ... e 1, 875
Equitabl e Securities Corporati ON. . ... ... 1, 875
EVEREN SeCUriti @S, I NC. . .. e e e e 1,875
Fahnest 0CK & C0. I NC. . .. . e e 1,875
First Albany Corporati ON. . . ... e e e 1, 875
First of Mchigan Corporati ONn. ... ... e 1, 875
FUrman Sel z LLC. . .. 1,875
Guntal & Co., I NCOrpPoOrat €. ... . 1, 875
J.J.B. Hillard, WL. Lyons, I NC.. ... e 1, 875
Interstate/ Johnson Lane Corporati ON. . ... ...t e 1, 875
Janney MontgomBry SCOtt | NC. . ...t e e e e 1, 875
Edwar d D. JONES & C0. . . . ittt e 1,875
Ladenburg, Thal mann & Co. I NC. . ... e e 1, 875
Legg Mason Wood VAL Ker, [ NnCOrporat ed. ... ... ... 1, 875
Marion Bass SecUrities Corporati ON. ... ... e e e e 1, 875
MeDonal d & Conpany SecUriti @S, I NC. ... ... e e e e 1, 875
Morgan Keegan & Company, | NC. ... ... 1, 875
Piper Jaffray I NC. ... 1, 875
Principal Financial Securities, | NC.... ... ... e e e e e 1, 875
Ragen MacKenzi e I NCOrporat €d. . . ...t 1, 875
Rauscher Pierce Refsnes, | NC. . ... ... e 1, 875
Raynmond James & ASSOCI At €S, | NC. . ... 1, 875



Sout heast Research Partners, | NC. . ... ... e e e e 1, 875

St EPNENS I NC. . o 1, 875
Sterne, Agee & Leach, [ NC. ... ... 1, 875
Stifel, N colaus & Conmpany, [ NCOrporated. . ........ ... e 1, 875
SUtTO & CO. I NCOrPOrat 0. . ... e 1, 875
Tucker Anthony I NCOrporat €d. . . ... e 1, 875
Wheat, First SeCUrities, | NC. ... ... e 1,875

TOt Al . o 250, 000

As previously described, the shares offered heagbyeing sold by the Company to the Underwriteesfice of $27.375 per share so that
they may cover a portion of their short positiosulting from over-allotments in connection with thene Offering.
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PROSPECTUS

$1,000,000,000
HIGHWOODS PROPERTIES, INC.
COMMON STOCK, PREFERRED STOCK AND DEPOSITARY SHARES
HIGHWOODS/FORSYTH LIMITED PARTNERSHIP
DEBT SECURITIES

Highwoods Properties, Inc. (the "Company") may friimme to time offer in one or more series (i) slsasécommon stock, $.01 par value per
share ("Common Stock"), (ii) shares of preferrextist $.01 par value per share ("Preferred Stochd)) (@i) shares of Preferred Stock
represented by depositary shares (the "DepositaayeS"), with an aggregate public offering pricaipfto $650,000,000 (or its equivalent in
another currency based on the exchange rate #trtbef sale) in amounts, at prices and on ternizetdetermined at the time of offering.
Highwoods/Forsyth Limited Partnership (the "OperatPartnership”) may from time to time offer in aremore series unsecured non-
convertible debt securities ("Debt Securities"thvan aggregate public offering price of up to $880,000 (or its equivalent in another
currency based on the exchange rate at the tiral®f in amounts, at prices and on terms to berdeted at the time of offering. The
Common Stock, Preferred Stock, Depositary Shard$atot Securities, (collectively, the "Securitiesiqly be offered, separately or together,
in separate series in amounts, at prices and orster be set forth in one or more supplementsisoRtospectus (each a "Prospectus
Supplement"). If any Debt Securities issued by@perating Partnership are rated below investmeadegat the time of issuance, such Debt
Securities will be fully and unconditionally guateed by the Company as to payment of principaimium, if any, and interest (the
"Guarantees"). Debt securities rated investmerdegraay also be accompanied by a Guarantee to thetend on the terms described herein
and in the accompanying Prospectus SupplementCohgany conducts substantially all of its actithyough, and all of its properties are
held directly or indirectly by, the Operating Paship. Consequently, the Company's operating ft@stand its ability to service its financ
obligations, including the Guarantees, is dependpah the cash flow of and distributions or othayments from the Operating Partnershi
the Company.

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

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

The applicable Prospectus Supplement will alsoainribformation, where applicable, about certaintéth States Federal income tax
considerations relating to, and any listing oneusées exchange of, the Securities covered b ®rospectus Supplement.

SEE "RISK FACTORS" BEGINNING ON PAGE 4 OF THIS PRRECTUS FOR A DESCRIPTION OF CERTAIN FACTORS THAT
SHOULD BE CONSIDERED BY PURCHASERS OF THE SECURISIE

The Securities may be offered directly, throughragieesignated from time to time by the CompantherOperating Partnership, or to or
through underwriters or dealers. If any agentsnolenwriters are involved in the sale of any of 8eeurities, their names, and any applicable
purchase price, fee, commission or discount arraege between or among them, will be set forth, lirbve calculable from the information
set forth, in an accompanying Prospectus SupplerBest "Plan of Distribution.” No Securities maysioéd without delivery of a Prospectus
Supplement describing the method and terms offfleeimg of such series of Securities.

THESE SECURITIESHAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIESAND EXCHANGE
COMMISSION OR ANY STATE SECURITIESCOMMISSION NOR HASTHE SECURITIESAND EXCHANGE COMMISSION
OR ANY STATE SECURITIESCOMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS

PROSPECTUS. ANY REPRESENTATION TO THE
CONTRARY ISA CRIMINAL OFFENSE.

THE ATTORNEY GENERAL OF THE STATE OF NEW YORK HASNOT PASSED
ON OR ENDORSED THE MERITSOF THISOFFERING. ANY REPRE-
SENTATION TO THE CONTRARY ISUNLAWFUL.

The date of this Prospectus is June 20, 1



AVAILABLE INFORMATION

The Company and the Operating Partnership are cubjéhe information requirements of the Secwsiixchange Act of 1934, as amended
(the "Exchange Act"), and in accordance therewith@ompany files reports, proxy statements and atfi@rmation with the Securities and
Exchange Commission (the "Commission") and the &tjprey Partnership will file reports with the Comsi@n. Such reports, proxy
statements and other information may be inspeatddtapied, at prescribed rates, at the public esfes facilities of the Commission at 450
Fifth Street, N.W., Washington, DC 25049, Room 1,G## at the Commission's New York regional ofit&even World Trade Center, N
York, New York 10048 and at the Commission's Chiceegional office at Citicorp Center, 500 W. Madisstreet, Chicago, Illinois 60661.
Copies of such material can also be obtained atphed rates by writing to the public referencetisa of the Commission at 450 Fifth
Street, N.W., Washington, DC 20549. In additior, @ommon Stock of the Company is listed on the Nevk Stock Exchange ("NYSE"),
and similar information concerning the Company barinspected and copied at the offices of the NYZBEBroad Street, New York, New
York 10005.

The Company and the Operating Partnership hav\ilth the Commission a registration statement om¥S-3 (the "Registration
Statement”) under the Securities Act, with respethe Securities. This prospectus ("Prospectudilch constitutes a part of the Registration
Statement, does not contain all of the informasienforth in the Registration Statement and inetkigbits and schedules thereto. For further
information with respect to the Company, the OpegaPartnership and the Securities, referenceristlyemade to such Registration
Statement, exhibits and schedules. The Registr&tiatement may be inspected without charge appies obtained upon payment of
prescribed fees from, the Commission and its regioffices at the locations listed above. Any stegats contained herein concerning a
provision of any document are not necessarily ceteplnd, in each instance, reference is madestoaihy of such document filed as an
exhibit to the Registration Statement or othenfileel with the Commission. Each such statementialiied in its entirety by such reference.

INCORPORATION OF CERTAIN DOCUMENTSBY REFERENCE

The following documents filed by the Company (Corssion File No. 1-13100) with the Commission pursuarthe Exchange Act are
incorporated herein by reference and made a pegbhe

a. The Company's Annual Report on Form 10-K forytsar ended December 31, 1995 (as amended on FKfAlon June 3, 1996 and Ju
18, 1996);

b. The description of the Common Stock of the Comypacluded in the Company's Registration Stateroarfform 8A, dated May 16, 199

c. The Company's Quarterly Report on Form 10-QHerquarter ended March 31, 1996 (as amended on E&Q/A on June 3, 1996 and
June 18, 1996); and

d. The Company's Current Reports on Form 8-K, datdafuary 10, 1995, July 12, 1995 (as amended am BeK/A on September 6, 1995
and June 3, 1996), December 18, 1995, April 1, ¥88@Gmended on Form 8-K/A on June 3, 1996 and I8n&996), and April 29, 1996 (as
amended on Form 8-K/A on June 3, 1996 and Jun&945).

All documents filed by the Company or the Operatfagtnership with the Commission pursuant to Sestik8(a) and 13(c) of the Exchange
Act and any definitive proxy statements so filedgpant to Section 14 of the Exchange Act and apyrte filed pursuant to Section 15(d) of
the Exchange Act after the date of this Prospeamtaisprior to the termination of the offering of tBecurities to which this Prospectus relates
shall be deemed to be incorporated by referencetliné Prospectus and to be a part hereof fronddlte of filing of such documents. Any
statement contained in a document incorporate@fgyance herein shall be deemed to be modifiedperseded for the purposes of this
Prospectus to the extent that a statement contaigesih or in any other subsequently filed docuntieat is incorporated by reference herein
modifies or supersedes such earlier statement.sfoly statements modified or superseded shall ndebmed, except as so modified or
superseded, to constitute a part of this Prospectus

Copies of any or all of the documents specificaiorporated herein by reference (not includingekkibits to such documents, unless such
exhibits are specifically incorporated by referemceuch documents) will be furnished without cleatg each person, including any benefi
owner, to whom a copy of this Prospectus is defislarpon written or oral request. Requests shoulddde to: Investor Relations, 3100
Smoketree Court, Suite 600, Raleigh, North Cardliné04.



THE COMPANY AND THE OPERATING PARTNERSHIP

The Company is a self-administered and self-managgcestate investment trust ("REIT") that begperations through a predecessor in
1978. At May 31, 1996, the Company owned a po«fofi 200 office and industrial properties (the "{Bedies"), together with approximately
215 acres of land (the "Development Land") for fatdevelopment. The Properties consist of 102 &#vuoffice properties and 98 industrial
(including 62 service center) properties, locate®aleigh-Durham, Winston-Salem, Greensboro andl@tte North Carolina, Nashville,
Tennessee and Richmond, Virginia. As of May 31,6198e Properties consisted of approximately 10IBom square feet, which were leas
to approximately 1,100 tenants.

The Company conducts substantially all of its atiéig through, and all of the Properties are héldadly or indirectly by, Highwoods/Forsyth
Limited Partnership (the "Operating Partnershipfje Company is the sole general partner of the &ipeyr Partnership and as of May 31,
1996, owned 82% of the partnership interests (thats") in the Operating Partnership. The remairlihdts are owned by limited partners
(including certain officers and directors of thengmany). Each Unit may be redeemed by the holdeedfi¢or cash or, at the Company's
option, one share (subject to certain adjustmeritd)e Common Stock. With each such exchange, tingber of Units owned by the
Company and, therefore, the Company's percentagest in the Operating Partnership, will incre&@scause the Company conducts
substantially all of its activity through, and aflits properties are held directly or indirectly, the Operating Partnership, the description of
the business, property information, policies wekpect to certain activities, investment policied management information for the
Operating Partnership are the same as the ComBaugi. information may be found in the Company's AaiiReport on Form 10-K for the
year ended December 31, 19

The only businesses or assets of the Company velnechot conducted or owned directly or indirectigotigh the Operating Partnership are
the brokerage and property management businesekateld assets acquired on April 1, 1996 throughQbmpany's merger with Nashville,
Tennessee-based Eakin & Smith, Inc. (the "Eakimdit Transaction™). In addition to owning the Prdjes and the Development Land, the
Operating Partnership also provides services asgativith leasing, property management, real ed@telopment, construction and
miscellaneous tenant services for the Propertiegeisas for third parties. The Company conduashird-party fee-based services through
two subsidiaries of the Operating Partnership, Wigbds Services, Inc. and Forsyth Properties Sesyloe. (the "Service Companies”), and
Forsyth-Carter Brokerage L.L.C. ("Forsyth-CarteolBrage"), a joint venture with Carter Oncor Intgional.

On April 29, 1996, the Company entered into a meageeement (the "Merger Agreement") with CrockeaRy Trust, Inc. (“Crocker")
pursuant to which the Company will acquire 58 sbhuroffice properties and 12 service center pragse(the "Crocker Properties") located
in 15 Southeastern markets in Florida, North CaglSouth Carolina, Tennessee, Georgia, VirginthAlabama. The Crocker Properties
encompass 5.7 million rentable square feet anddaath 31, 1996, were 95% leased. Through the mavgkrCrocker (the "Merger"), which
is expected to occur in the third quarter of 1986,Company will establish itself as one of thgdest real estate operating companies in the
Southeastern United States specializing in the ostig, management, acquisition and developmentlodiban office and industrial
properties. Under the terms of the Merger AgreentbrtCompany will acquire all of the outstandiragital stock of Crocker in exchange for
a cash payment of $11.02 per share, subject taigextijustments. Based on Crocker's 26,981,08fom#hares of outstanding capital stock
at May 31, 1996, the purchase price will total appnately $297 million. In addition, the Companyliveiash out certain existing options and
warrants to purchase Crocker common stock for tmated $4.2 million and assume approximately $&dilon of Crocker's currently
outstanding indebtedness, having a weighted avénégest rate of 8.6%. In connection with the Marghe Company has also entered into a
Stock Purchase Agreement (the "Stock Purchase Agme&) with certain stockholders of Crocker, whgdther own approximately 83% of
Crocker's outstanding common stock (collectivdig, tCrocker Selling Stockholders"), which obligasesh stockholders to sell their shares
to the Company at a cash price of $11.02, subjetttet same adjustments as required under the MAggeement. The approximately $247
million purchase price for such shares is parheftbtal approximately $297 million purchase pfieall of Crocker's outstanding shares.
Merger Agreement and the Stock Purchase Agreemantom terminated by the respective parties onbeitain limited circumstances. In
addition, under the terms of the Merger Agreemeartain specified assets and liabilities of Crock#lrnot be acquired by the Company. 1
Merger will be accounted for by



the Company under the purchase method of accouintiagcordance with Accounting Principles Boardigm No. 16, "Business
Combinations," as amended. Under this method afating, the purchase price will be allocated weésacquired and liabilities assumed
based on their estimated fair value at the clodatg of the Merger.

The Company is a Maryland corporation that wasripoated in 1994. The Operating Partnership is @iN®@arolina limited partnership
formed in 1994. The Company's and the OperatinghBieship's executive offices are located at 3100kK&tnee Court, Suite 600, Raleigh,
North Carolina 27604, and their telephone numbé918) 87:-4924. The Company maintains offices in each optilnary markets.

RISK FACTORS
Prospective investors should carefully considemmgrother factors, the matters described belowrbgiarchasing offered Securities.
NO LIMITATION IN ORGANIZATIONAL DOCUMENTS ON INCURRENCE OF DEBT

The Company intends to limit the extent of its baring to less than 50% of its total market captation (i.e., the market value of issued and
outstanding shares of Common Stock and Units plias tlebt), but the organizational documents ofGbenpany do not contain any

limitation on the amount or percentage of indebésdrthe Company might incur. The Indenture (asiddfherein), however, will contain
limits on the Company's ability to incur indebtedself the Company's policy limiting borrowing werieanged, the Company could become
more highly leveraged, resulting in an increasedht service that could adversely affect the Comigdnnds from operations and ability to
make expected distributions to stockholders arahiimcreased risk of default on its obligations.oA$lay 31, 1996, the Company's ratio of
debt to total market capitalization was approxirya28%.

GEOGRAPHIC CONCENTRATION

The Company's revenues and the value of its Pliepertay be affected by a number of factors, inclgdhe local economic climate (which
may be adversely impacted by business layoffs mndizing, industry slowdowns, changing demographius other factors) and local real
estate conditions (such as oversupply of or reddeedand for office and other competing commeraiapprties). As of May 31, 1996, the
Properties were located in the following areashwliie number of Properties noted parentheticai@leigh-Durham, North Carolina (60);
Greensboro, Winston-Salem and High Point, Northoaa

(100); Charlotte, North Carolina (22); Richmondrgfinia (11); and Nashville, Tennessee (7). Usingdfid 996 base rent totals, the North
Carolina properties represented 87.5% of the aimadhbase rent of the Properties, with Raleigh-RaoriProperties alone constituting 53.1%.
Although the Merger would broaden the Company'geggahic focus by adding 11 new markets throughoeitSoutheastern United States,
based on March 1996 rent rolls, the North Cardingperties would still represent 56.4% of the Conyfsaannualized rental revenue, with
properties located in Raleigh-Durham accountingBfhB8% following the Merger. The Company's perfanocgand its ability to make
distributions to stockholders is therefore depehderthe economic conditions in these market adeasddition, there can be no assurance as
to the continued growth of the economy in theseketar

ABILITY OF THE COMPANY TO PAY ON GUARANTEES

With the exception of the Nashville, Tennessee dérafge and property management operations, all off@ations of the Company are
conducted by the Operating Partnership. The prat@pset of the Company is its interest (82% adaf 31, 1996) in the Operating
Partnership. As a result, the Company is dependgmot the receipt of distributions or other paymérdm the Operating Partnership in order
to meet its financial obligations, including itsliglations under any Guarantees. Any Guaranteeseitffectively subordinated to existing
and future liabilities of the Operating PartnersiipMay 31, 1996, the Operating Partnership haat@amately $275 million of indebtedne
outstanding, of which approximately $207 milliorsiscured by interests in certain real estate asie¢sOperating Partnership is a party to
loan agreements with various bank lenders whichireghe Operating Partnership to comply with vasidinancial and other covenants
before it may make distributions to the Companyhéligh the Operating
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Partnership presently is in compliance with suckeoants, there is no assurance that it will comtittube in compliance and that it will be
able to continue to make distributions to the Comypa

RISKSIN THE EVENT OF CERTAIN TRANSACTIONSBY THE OPERATING PARTNERSHIP OR THE COMPANY

The Indenture does not contain any provisionswlmatld afford holders of Debt Securities protectinithe event of (i) a highly leveraged or
similar transaction involving the Operating Parsiigp, the management of the Operating PartnerstipeocCompany, or any affiliate of any
such party, (i) a change of control, or (iii) @@rt reorganizations, restructures, mergers or amiansactions involving the Operating
Partnership or the Company.

CONFLICTSOF INTERESTSIN THE BUSINESS OF THE COMPANY

TAX CONSEQUENCES UPON SALE OR REFINANCING OF PROPHRS. Holders of Units may suffer different and madverse tax
consequences than the Company upon the sale wamefng of any of the Properties and, thereforeh $wlders, including certain of the
Company's officers and directors, and the Compaay nave different objectives regarding the appadprpricing and timing of any sale or
refinancing of such Properties. While the Compasythe sole general partner of the Operating Rattipe has the exclusive authority as to
whether and on what terms to sell or refinancendividual Property, those members of the Compamg@sagement and Board of Directors
the Company who hold Units may influence the Conypaat to sell or refinance the Properties even gihosuch sale might otherwise be
financially advantageous to the Company, or malpérfce the Company to refinance Properties witlgh level of debt.

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

COMPETITIVE REAL ESTATE ACTIVITIES OF MANAGEMENT. dhn W. Eakin and Thomas S. Smith, both of whom tmecafficers
and directors of the Company in connection withEa&in & Smith Transaction, maintain an ownershigiest in an office building in the
central business district of Nashville, Tennessdech building may compete for potential tenantthvthe Company's Nashville office
properties.

LIMITATIONSON ACQUISITION AND CHANGE IN CONTROL

OWNERSHIP LIMIT. The Company's Articles of Incorion prohibit ownership of more than 9.8% of thistanding capital stock of the
Company by any person. Such restriction is likelyave the effect of precluding acquisition of eohof the Company by a third party
without consent of the Board of Directors even dhange in control were in the interest of stockbad.

REQUIRED CONSENT OF THE OPERATING PARTNERSHIP FOEERIGER OR OTHER SIGNIFICANT CORPORATE ACTION. The
Company may not merge, consolidate or engage irtampination with another person or sell all orstahtially all of its assets unless such
transaction includes the merger of the OperatimgnBeship, which requires the approval of the hiddd a majority of the outstanding Units.
Should the Company ever own less than a majorith@butstanding Units, this voting requirement migmit the possibility for acquisition
or change in the control of the Company. As of N4y 1996, the Company owned approximately 82% @fthits.

STAGGERED BOARD. The Board of Directors of the Canp has three classes of directors, the terms @whwhill expire in 1996, 1997
and 1998. Directors for each class will be choserafthree-year term. The staggered terms for ireenay affect the stockholders' ability to
change control of the Company even if a changeirrol were in the stockholders' interest.
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DEPENDENCE ON DISTRIBUTIONS FROM OPERATING PARTNERSHIP IN ORDER TO QUALIFY ASA REIT

To obtain the favorable tax treatment associated REITSs, the Company generally will be requiredhegear to distribute to its stockholders
at least 95% of its net taxable income. Becaus€timapany conducts substantially all of its busireggvities through the Operating
Partnership, the ability of the Company to makehatistributions is dependent upon the receipt sirifliutions or other payments from the
Operating Partnership.

ADVERSE IMPACT ON DISTRIBUTIONSOF FAILURE TO QUALIFY ASAREIT

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

BROAD DISCRETION IN USE OF PROCEEDS

The Company and the Operating Partnership mayhasproceeds from sales of Securities for many miffepurposes and will not be
restricted by any provisions of the Articles of dngoration of the Company or the agreement of &dhipartnership of the Operating
Partnership. As a result, no assurance can be tiatisuch proceeds will be employed in a mannasistent with the current investment
practices of the Company and the Operating Patiigers

REAL ESTATE INVESTMENT RISKS

GENERAL RISKS. Real property investments are sutifgearying degrees of risk. The yields availaiéen equity investments in real
estate depend in large part on the amount of inagenerated and expenses incurred. If the Compprgperties do not generate revenues
sufficient to meet operating expenses, includinigt dervice, tenant improvements, leasing commissaol other capital expenditures, the
Company may have to borrow additional amounts t@céixed costs and the Company's cash flow anlityaté make distributions to its
stockholders will be adversely affected.

The Company's revenues and the value of its priegariay be adversely affected by a number of factocluding the national economic
climate; the local economic climate; local reabéstconditions; the perceptions of prospectiventenaf the attractiveness of the property; the
ability of the Company to provide adequate managepmeaintenance and insurance; and increased opgcatsts (including real estate taxes
and utilities). In addition, real estate values ammbme from properties are also affected by sackofs as applicable laws, including tax laws,
interest rate levels and the availability of finemgc

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

BANKRUPTCY AND FINANCIAL CONDITION OF TENANTS. At aay time, a tenant of the Company's Properties reak the protection

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

to make rental payments in a timely manner. Intamitia tenant from time to time may experiencearmturn in its business which may
weaken its financial condition and result in thiéufe to make rental payments when due. If teneatés are not affirmed following
bankruptcy or if a tenant's financial condition kens, the Company's income may be adversely affecte
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RENEWAL OF LEASES AND RELETTING OF SPACE. The Compawill be subject to the risks that upon expirataf leases for space
located in its properties, the leases may not bewed, the space may not be relet or the termsnafwal or reletting (including the cost of
required renovations) may be less favorable tharentilease terms. If the Company were unableamptly relet or renew the leases for all
or a substantial portion of this space or if th&taierates upon such renewal or reletting wereitggmtly lower than expected rates, then the
Company's cash flow and ability to make expectsttidutions to stockholders may be adversely adfibct

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

CHANGES IN LAWS. Because increases in income, seror transfer taxes are generally not passedghroutenants under leases, such
increases may adversely affect the Company's éashand its ability to make distributions to stocktters. The Properties are also subject to
various Federal, state and local regulatory requemgs, such as requirements of the Americans wighHtilities Act and state and local fire
and life safety requirements. Failure to complyhvifitese requirements could result in the impositibfines by governmental authorities or
awards of damages to private litigants. The Comimatigves that the Properties are currently in dampe with all such regulatory
requirements. However, there can be no assuraatétse requirements will not be changed or taat rrquirements will not be imposed
which would require significant unanticipated exgitures by the Company and could have an advefsetein the Company's cash flow and
expected distributions.

CONSEQUENCES OF INABILITY TO SERVICE MORTGAGE DEBPursuant to loan agreements with bank lendersrteop of the
Properties are mortgaged to secure payment ofiadelbtedness, and if the Company or the Operatamtnership were to be unable to meet
such payments, a loss could be sustained as & oé$oteclosure on the Properties by the bankéesd

RISK OF DEVELOPMENT, CONSTRUCTION AND ACQUISITION ACTIVITIES

The Company intends to actively continue develograed construction of office and industrial propest including development on the
Development Land. Risks associated with the Compaigvelopment and construction activities, inalgdactivities relating to the
Development Land, may include: abandonment of dgveknt opportunities; construction costs of a prigpexceeding original estimates,
possibly making the property uneconomical; occupaates and rents at a newly completed property meaye sufficient to make the
property profitable; financing may not be availablefavorable terms for development of a propeatyd construction and leasp-may not b
completed on schedule, resulting in increased skatvice expense and construction costs. In additiew development activities, regardless
of whether or not they are ultimately successfigidally require a substantial portion of managetsdime and attention. Development
activities are also subject to risks relating te itability to obtain, or delays in obtaining, aicessary zoning, land-use, building, occupancy,
and other required governmental permits and authtons.

The Company intends to actively continue to acqoffiee and industrial properties. Acquisitionsaffice and industrial properties entail ri
that investments will fail to perform in accordanvegh expectations. Estimates of the costs of immproents to bring an acquired property up
to standards established for the market posititenited for that property may prove inaccurate daitéon, there are general investment risks
associated with any new real estate investment.

Although the Company has limited its developmeogyuésition, management and leasing business piliyrtarmarkets with which
management is familiar, the Company may expanlguisiness to new geographic markets. Managememvieslthat much of its past success
has been a result of its local expertise. The Cayppaay not initially possess the same level of femity with new markets, which could
adversely affect its ability to develop, acquirgnmage or lease properties in any new localities.
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POSSIBLE ENVIRONMENTAL LIABILITIES

Under various Federal, state and local laws, ordiea and regulations, such as the ComprehensivieoBmental Response Compensation
and Liability Act or "CERCLA," and common laws, awner or operator of real estate is liable fore¢bsts of removal or remediation of
certain hazardous or toxic substances on or in pumberty as well as certain other costs, includjogernmental fines and injuries to persons
and property. Such laws often impose such liabililyhout regard to whether the owner or operat@vkiof, or was responsible for, the
presence of such hazardous or toxic substancegrélence of such substances, or the failure tedi@ie such substances properly, may
adversely affect the owner's or operator's ahititgell or rent such property or to borrow usingtsproperty as collateral. Persons who
arrange for the disposal or treatment of hazardotsxic substances may also be liable for thescoktemoval or remediation of such
substances at a disposal or treatment facility tidreor not such facility is owned or operated bgtsperson. Certain environmental laws
impose liability for release of ashestos-containimagerials into the air, and third parties may seelovery from owners or operators of real
property for personal injuries associated with atixecontaining materials.

As of the date hereof, all but one of the Propsftiad been subjected to a Phase | environmentdsasent. These assessments have not
revealed, nor is management of the Company awasngfenvironmental liability that it believes wdiHave a material adverse effect on the
Company's financial position, operations or ligtyidaken as a whole. This projection, however, dqrbve to be incorrect depending on
certain factors. For example, the Company's asssgsmmay not reveal all environmental liabilitietteere may be material environmental
liabilities of which the Company is unaware. In gideh, assumptions regarding groundwater flow dreéxistence of contamination are
based on available sampling data, and there aasswrances that the data is reliable in all cddeszover, there can be no assurance that (i)
future laws, ordinances or regulations will not msp any material environmental liability or (iieturrent environmental condition of the
Properties will not be affected by tenants, bydbedition of land or operations in the vicinitytble Properties (such as the presence of
underground storage tanks), or by third partieglated to the Company.

Some tenants use or generate hazardous substarntbhesordinary course of their respective businesBeese tenants are required under their
leases to comply with all applicable laws and hageeed to indemnify the Company for any claims ltegpufrom noncompliance, and the
Company is not aware of any environmental problezsslting from tenants' use or generation of hamssdubstances. There are no
assurances that all tenants will comply with thenteof their leases or remain solvent and thaCiimpany may not at some point be
responsible for contamination caused by such tenant

EFFECT ON COMMON STOCK PRICE OF SHARESAVAILABLE FOR FUTURE SALE UPON CONVERSION OF UNITS

Sales of a substantial number of shares of ComnmrkSor the perception that such sales could gamuld adversely affect prevailing
market prices of the Common Stock. In connectiaih Wie Company's initial formation and public offey and certain subsequent
acquisitions, as of the date hereof, approximate&ymillion Units have been issued to various hddmcluding certain officers and directors
of the Company. In connection with the issuancemits, each holder thereof agreed not to sell bewtise dispose of such Units or shares of
Common Stock received upon exchange of such Umita period of one year. At the conclusion of spetiod, any shares of Common Stock
issued upon exchange of Units may be sold in tidippmarkets upon registration or available exeonmifrom registration. No prediction ¢

be made about the effect that future sales of Com&tock will have on the market price of sharesMaly 31, 1996, the one-year lock-up
period with respect to 3.4 million Units had explire



USE OF PROCEEDS

Unless otherwise specified in the applicable ProsmeSupplement, the Company and the Operatingétahip intend to use the net proce
from the sale of Securities for general corporatp@ses, including the development and acquisdfedditional properties and other
acquisition transactions, the payment of certaistanding debt, and improvements to certain pragseim the Company's portfolio. The
Company is required, by the terms of the partnpragreement of the Operating Partnership, to imfreshet proceeds of any sale of Comt
Stock, Preferred Stock or Depositary Shares irQperating Partnership in exchange for additiondtdJor preferred Units, as the case may
be.

RATIOS OF EARNINGSTO COMBINED FIXED CHARGESAND
PREFERRED STOCK DIVIDENDS

The ratios of earnings to combined fixed chargesmeferred stock dividends for the Company anddperating Partnership for the three
months ended March 31, 1996 and for the years eddedmber 31, 1995, 1994, 1993, 1992 and 1991 #vB8x, 3.00x, 2.42x, 0.97x, 0.95x
and 0.79x, respectively. Earnings were inadequetever fixed charges by $171,000, $239,000 an® $8D for the years ended December
31, 1993, 1992 and 1991, respectively. These @eftdes occurred prior to the Company's initial pubffering of Common Stock in June
1994. Prior to the completion of this offering, empany's predecessor (the "Highwoods Group")aipdrin a manner as to minimize
taxable income to the owners. As a result, althdbgHProperties have generated positive net cash the Highwoods Group had net losses
for the years ended December 31, 1991 through IT&83initial public offering allowed the OperatiRgrtnership to significantly deleverage
the Properties and improve its ratio of earningfixied charges.

The ratios of earnings to combined fixed chargesewemputed by dividing earnings by fixed chardes. this purpose, earnings consist of
income from continuing operations before minoritierest and fixed charges. Fixed charges consisterest expense (including interest
costs capitalized) and the amortization of dehtdsse costs. To date, the Company has not issyelraferred Stock.

DESCRIPTION OF DEBT SECURITIES

The Debt Securities will be issued under an Indenfthe "Indenture"), between the Operating Pastmipr the Company and a trustee to be
named prior to the first issuance of Debt Secwwitfeform of the Indenture has been filed as ankitxto the Registration Statement of which
this Prospectus is a part and will be availablerdspection at the corporate trust office of thestee or as described above under "Available
Information.” The Indenture is subject to, and goeel by, the Trust Indenture Act of 1939, as amdrittee "TIA"). The statements made
hereunder relating to the Indenture and the Debti@ees to be issued thereunder are summariesrtdin provisions thereof and do not
purport to be complete and are subject to, andjaaéified in their entirety by reference to, albpisions of the Indenture and such Debt
Securities. All section references appearing heaggrto sections of the Indenture, and capitalteenis used but not defined herein shall have
the respective meanings set forth in the Indenture.

GENERAL

The Debt Securities will be direct, unsecured dilans of the Operating Partnership and will raguadly with all other unsecured and
unsubordinated indebtedness of the Operating Rahipe At May 31, 1996, the total outstanding defithe Operating Partnership was $275
million, $207 million of which was secured debt.eTBebt Securities may be issued without limit agggregate principal amount, in one or
more series, in each case as established fromtditi@e in or pursuant to authority granted by sotation of the Board of Directors of the
Company as sole general partner of the Operatinmétahip or as established in one or more indestaupplemental to the Indenture. All
Debt Securities of one series need not be issu alame time and, unless otherwise providedii@ssmay be reopened, without the consent
of the holders of the Debt Securities of such sef@r issuances of additional Debt Securitiesuohsseries (Section 301).
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If any Debt Securities are rated below investmeatlg at the time of issuance, such Debt Securitiébe fully and unconditionally
guaranteed by the Company as to payment of prih@pamium, if any, and interest.

The Indenture provides that there may be more ¢in@rtrustee (the "Trustee") thereunder, each wipect to one or more series of Debt
Securities. Any Trustee under the Indenture maigmnesr be removed with respect to one or more sari@ebt Securities, and a successor
Trustee may be appointed to act with respect th sades (Section 608). In the event that two orenpersons are acting as Trustee with
respect to different series of Debt Securitieshesarch Trustee shall be a trustee of a trust uthgéelndenture separate and apart from the trust
administered by any other Trust&ection 609), and, except as otherwise indicagedih, any action described herein to be taken Dyuates
may be taken by each such Trustee with respeantbpnly with respect to, the one or more serid3eift Securities for which it is Trustee
under the Indenture.

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

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

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

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

(6) the date or dates, or the method for deterrgisirch date or dates, from which any interestadgdirue, the dates on which any such int
will be payable, the record dates for such intgpagiment dates, or the method by which any suah stell be determined, the person to
whom such interest shall be payable, and the bigsis which interest shall be calculated if othentthat of a 360-day year of twelve 30-day
months;

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

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

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

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

(11) whether the amount of payments of principalasfd premium, if any) or interest, if any, on sibt Securities may be determined with
reference to an index, formula or other method éwlindex, formula or method may, but need not beel on a currency, currencies,
currency unit or
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units or composite currency or currencies) andithaner in which such amounts shall be determined;
(12) the events of default or covenants of sucht[Selourities, to the extent different from or irdain to those described herein;
(13) whether such Debt Securities will be issueddrtificated and/or book-entry form;

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

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

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

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

(18) with respect to any Debt Securities that ptevfior optional redemption or prepayment upon t®uaence of certain events (such as a
change of control of the Operating Partnershipth@ possible effects of such provisions on theketgprice of the Operating Partnership's or
the Company's securities or in deterring certaingers, tender offers or other takeover attemptd the intention of the Operating Partners

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

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

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

The Debt Securities may provide for less than titeeeprincipal amount thereof to be payable upedaration of acceleration of the matui
thereof ("Original Issue Discount Securities")material or applicable, special U.S. Federal inctaix¢ accounting and other considerations
applicable to Original Issue Discount Securitie ne described in the applicable Prospectus Suipgte.

Except as described under "Merger, ConsolidatioBade" or as may be set forth in any ProspectupiSopent, the Indenture does not con
any other provisions that would limit the abilitfythe Operating Partnership to incur indebtednedbai would afford holders of the Debt
Securities protection in the event of (i) a higldyeraged or similar transaction involving the CGytierg Partnership, the management of the
Operating Partnership or the Company, or any aféilof any such party, (ii) a change of control(igra reorganization, restructuring, mer

or similar transaction involving the Operating PRarship that may adversely affect the holders @@kbt Securities. In addition, subject to
the limitations set forth under "Merger, Consolidator Sale," the Operating Partnership or the Caamgpmay, in the future, enter into certain
transactions, such as the sale of all or substyndith of its assets or the merger or consolidatid the Operating Partnership or the Company,
that would increase the amount of the Operatingn@eship's indebtedness or substantially reduediminate the Operating Partnership's
assets, which may have an adverse effect on thea@ge Partnership's ability to service its indelotess, including the Debt Securities. In
addition, restrictions on ownership and transférthe Company's common stock and preferred stodkiwdre designed to preserve its status
as a REIT may act to prevent or hinder a chang®wfrol.
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See "Description of Common Stock -- Certain PrayvisiAffecting Change of Control" and "DescriptidrPoeferred Stock -- Restrictions on
Ownership." Reference is made to the applicablsg&rctus Supplement for information with respectrip deletions from, modifications of
additions to the events of default or covenantsdhadescribed below, including any addition abaenant or other provision providing ev
risk or similar protection.

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

GUARANTEES

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

DENOMINATIONS, INTEREST, REGISTRATION AND TRANSFER

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

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

Any interest not punctually paid or duly providext bn any Interest Payment Date with respect tebt Becurity ("Defaulted Interest") will
forthwith cease to be payable to the Holder oragiyglicable Regular Record Date and may either ktpahe Person in whose name such
Debt Security is registered at the close of busimesa special record date (the "Special Record"Ddr the payment of such Defaulted
Interest to be fixed by the Trustee, notice whestwidll be given to the Holder of such Debt Securdyless than 10 days prior to such Special
Record Date, or may be paid at any time in anyrddweful manner, all as more completely describrethie Indenture.

Subject to certain limitations imposed upon Deltusities issued in book-entry form, the Debt Sdaasiof any series will be exchangeable
for other Debt Securities of the same series arallie aggregate principal amount and tenor dedint authorized denominations upon
surrender of such Debt Securities at the corpdrage office of the Trustee referred to above.ddition, subject to certain limitations
imposed upon Debt Securities issued in book-ewiny f the Debt Securities of any series may be sdeeed for registration of transfer
thereof at the corporate trust office of the Tragteferred to above. Every Debt Security surrerdliéyeregistration of transfer or exchange
shall be duly endorsed or accompanied by a writtstmument of transfer. No service charge will bada for any registration of transfer or
exchange of any Debt Securities, but the TrusteabeoOperating Partnership may require paymentsofna sufficient to
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cover any tax or other governmental charge payialtennection therewith (Section 305). If the apalile Prospectus Supplement refers to
any transfer agent (in addition to the Trusted)alty designated by the Operating Partnership wégpect to any series of Debt Securities, the
Operating Partnership may at any time rescind #ségtiation of any such transfer agent or approsfgaage in the location through which
such transfer agent acts, except that Operatingétahip will be required to maintain a transfeemgn each place of payment for such se
The Operating Partnership may at any time desigaddéional transfer agents with respect to aniesesf Debt Securities (Section 1002).

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

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

(iii) to exchange any Bearer Security so selectedddemption except that such a Bearer Securitylmaexchanged for a Registered Sect
of that series and like tenor, provided that sueggiRered Security shall be simultaneously surmetifor redemption, or (iv) to issue, regis
the transfer of or exchange any Security whichldesen surrendered for repayment at the option offhider, except the portion, if any, of
such Debt Security not to be so repaid (Sectior).305

MERGER, CONSOLIDATION OR SALE

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

CERTAIN COVENANTS

LIMITATIONS ON INCURRENCE OF DEBT. The Operating Raership will not, and will not permit any Subsidy to, incur any Debt (as
defined below), other than intercompany debt (regméng Debt to which the only parties are the Camypthe Operating Partnership and

of their Subsidiaries (but only so long as suchtDebeld solely by any of the Company, the Opamaiartnership and any Subsidiary) that is
subordinate in right of payment to the Debt Semgijtif, immediately after giving effect to the imecence of such additional Debt, the
aggregate principal amount of all outstanding Dx¥flihe Operating Partnership and its Subsidianea oonsolidated basis determined in
accordance with generally accepted accounting ipleis greater than 60% of the sum of (i) the 1@fieg Partnership's Total Assets (as
defined below) as of the end of the calendar quareered in the Operating Partnership's AnnualoRegn Form 10-K or Quarterly Report
on Form 10-Q, as the case may be, most recergly fith the Commission (or, if such filing is narmitted under the Exchange Act, with
the Trustee) prior to the incurrence of such addil Debt and (i) the increase in Total Assetsgtfitbe end of such quarter including, without
limitation, any increase in Total Assets resultirgm the incurrence of such additional Debt (suarease together with the Operating
Partnership's Total Assets shall be referred th@sAdjusted Total Assets") (Section 1011).

In addition to the foregoing limitations on the imence of Debt, the Operating Partnership will mod will not permit any Subsidiary to,
incur any Debt secured by any mortgage, lien, ahgstpdge, encumbrance or security interest ofkémy upon any of the property of the
Operating Partnership, or any Subsidiary ("Seclrelt"), whether owned at the date of the Indenturthereafter acquired, if, immediately
after giving effect to the incurrence of such aiddial Secured Debt, the aggregate principal amofial
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outstanding Secured Debt of the Operating Partipeesid its Subsidiaries on a consolidated bagsdater than 40% of the Operating
Partnership's Adjusted Total Assets (Section 1011).

In addition to the foregoing limitations on theimence of Debt, the Operating Partnership will motd will not permit any Subsidiary to,
incur any Debt if the ratio of Consolidated Incofeailable for Debt Service to the Annual Servicea@e (in each case as defined below
the four consecutive fiscal quarters most recestiyed prior to the date on which such additiondtieto be incurred shall have been less
than 1.5 to 1.0 on a pro forma basis after givifiigot to the incurrence of such Debt and to thdieation of the proceeds therefrom, and
calculated on the assumption that (i) such Debtaarydother Debt incurred by the Operating Partnprshits Subsidiaries since the first day
of such four-quarter period and the applicatiothef proceeds therefrom, including to refinance obebt, had occurred at the beginning of
such period, (ii) the repayment or retirement of ather Debt by the Operating Partnership or itss&liaries since the first day of such four-
quarter period had been incurred, repaid or retitettie beginning of such period (except that, akimg such computation, the amount of
Debt under any revolving credit facility shall bentputed based upon the average daily balance bf3ebt during such period), (iii) the
income earned on any increase in Adjusted Tota¢#ssince the end of such four-quarter period leghlearned, on an annualized basis,
during such period, and (iv) in the case of anyu#ition or disposition by the Operating Partngpstii any Subsidiary of any asset or grou
assets since the first day of such four-quarteogemcluding, without limitation, by merger, stopurchase or sale, or asset purchase or sale
such acquisition or disposition or any related yepant of Debt had occurred as of the first dayuathsperiod with the appropriate
adjustments with respect to such acquisition guaBgion being included in such pro forma calcalat{Section 1011).

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

MAINTENANCE OF TOTAL UNENCUMBERED ASSETS. The Optirg Partnership is required to maintain Total Unenbered Assets
of not less than 200% of the aggregate outstanglimgipal amount of all outstanding Unsecured D&g=ction 1013).

LIMITATIONS ON DISTRIBUTIONS. The Operating Partradip will not make any distribution, by reductiohcapital or otherwise (other
than distributions payable in securities evidendimgrests in the Operating Partnership's capitaiife purpose of acquiring interests in real
property or otherwise) unless, immediately afteirgj pro forma effect to such distribution (a) refallt under the Indenture or event of
default under any mortgage, indenture or instrurneder which there may be issued, or by which theag be secured or evidenced, any
Debt of the Operating Partnership, the Companyngr&ubsidiary shall have occurred or be continugmgl (b) the aggregate sum of all
distributions made after the date of the Indensinal not exceed the sum of

(i) 95% of the aggregate cumulative Funds From @xmars of the Operating Partnership accrued omautative basis from the date of the
Indenture until the end of the last fiscal quapgor to the contemplated payment, and (ii) theraggte Net Cash Proceeds received by the
Operating Partnership after the date of the Inderfrom the issuance and sale of Capital Stock®Qperating Partnership or the Company;
provided, however, that the foregoing limitatiomkimot apply to any distribution or other actiohieh is necessary to maintain the
Company's status as a REIT, under the Code, dglgeegate principal amount of all outstanding O¥lthe Company and the Operating
Partnership on a consolidated basis at such tinesssthan 60% of Adjusted Total Assets (Sectiat2) 0

Notwithstanding the foregoing, the Operating Paghig will not be prohibited from making the payrmehany distribution within 30 days
the declaration thereof if at such date of dedlanatuch payment would have complied with the iovis of the immediately preceding
paragraph.

EXISTENCE. Except as permitted under "Merger, Ctidation or Sale," the Operating Partnership ard@ompany are required to do or
cause to be done all things necessary to presad/kegep in full force and effect their existendghts and franchises; PROVIDED,
HOWEVER, that the Operating Partnership or the Camypshall not be required to preserve any rigtitasrchise if it determines that the
preservation thereof is no longer desirable incthreduct of its business and that the loss thesenbi disadvantageous in any material respect
to the Holders of the Debt Securities (Section 2007
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MAINTENANCE OF PROPERTIES. The Operating Partngrshirequired to cause all of its material progartised or useful in the conduct
of its business or the business of any Subsid@abetmaintained and kept in good condition, repad working order and supplied with all
necessary equipment and to cause to be made alissy repairs, renewals, replacements, betterrapdtsnprovements thereof, all as in
judgment of the Operating Partnership may be nacgs® that the business carried on in connectieretvith may be properly ai
advantageously conducted at all times; PROVIDEDWEYER, that the Operating Partnership and its Sliases shall not be prevented
from selling or otherwise disposing for value threispective properties in the ordinary course airss (Section 1005).

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

PAYMENT OF TAXES AND OTHER CLAIMS. The Operating Raership and the Company are required to payswhdirge or cause to be
paid or discharged, before the same shall becotiregdent, (i) all taxes, assessments and goverraheharges levied or imposed upon it or
any Subsidiary or upon its income, profits or pmtyper that of any Subsidiary, and (ii) all lawftiaims for labor, materials and supplies
which, if unpaid, might by law become a lien upba property of the Operating Partnership, the Campar any Subsidiary; PROVIDED,
HOWEVER, that the Operating Partnership and the om shall not be required to pay or dischargeaose to be paid or discharged any
such tax, assessment, charge or claim whose anappiicability or validity is being contested inagbfaith by appropriate proceedings
(Section 1014).

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

Section 13 or 15(d) of the Exchange Act and folosg as any Debt Securities are outstanding, ther&ing Partnership will, to the extent
permitted under the Exchange Act, be requiredi¢éovith the Commission the annual reports, quartesports and other documents that the
Operating Partnership would have been requiredeavith the Commission pursuant to such SectiomrlB5(d) (the "Financial Statements")
if the Operating Partnership were so subject, sladuments to be filed with the Commission on oomptd the respective dates (the "Required
Filing Dates") by which the Operating Partnershimd have been required so to file such documénite iOperating Partnership were so
subject. The Operating Partnership will also in aagnt (x) within 15 days of each Required Filingt®(i) transmit by mail to all Holders of
Debt Securities, as their names and addressesrapgba Security Register, without cost to sucHddos, copies of the annual reports and
quarterly reports which the Operating Partnerstoplel have been required to file with the Commisgansuant to

Section 13 or 15(d) of the Exchange Act if the @giag Partnership were subject to such Sectiongigrfde with the Trustee copies of the
annual reports, quarterly reports and other doctsriéat the Operating Partnership would have beeuired to file with the Commission
pursuant to Section 13 or 15(d) of the ExchangeifAbe Operating Partnership were subject to ssettions and (y) if filing such documel
by the Operating Partnership with the Commissiamispermitted under the Exchange Act, promptlyrupwitten request and payment of the
reasonable cost of duplication and delivery, sugplyies of such documents to any prospective HgBlection 1015).

As used herein and in the Prospectus Supplement:

"ANNUAL SERVICE CHARGE" as of any date means theoaimt which is expensed and capitalized in any 12tmperiod for interest on
Debt.

"CAPITAL STOCK" of any Person means any and allrebainterests, rights to purchase, warrants, pgtiparticipations, rights in or other
equivalents (however designated) of such Persapisat stock or other equity participations, indhglpartnership interests, whether general
or limited, in such Person, including any preferséack, and any rights (other than debt securitigsrertible into capital stock), warrants or
options exchangeable for or convertible into sueital stock, whether now outstanding or issueerdfte date of this Prospectus.

"CONSOLIDATED INCOME AVAILABLE FOR DEBT SERVICE" fo any period means
Consolidated Net Income (as defined below) of tper@ting Partnership and its Subsidiaries (i) plm®unts which have been deducted for
(a) interest on Debt of the Operating Partnershipits Subsidiaries, (b) provision for taxes of the
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Operating Partnership and its Subsidiaries basédamme, (c) amortization of debt discount, (d) egation and amortization, (e) the effect
of any noncash charge resulting from a changedowtting principles in determining Consolidated Metome for such period, (f)
amortization of deferred charges and (g) provision®r realized losses on properties and (i) Es®unts that have been included for gains
on properties.

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

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

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

"FUNDS FROM OPERATIONS" ("FFQO") for any period mesathe Consolidated Net Income of the Operatingni@aeship and its Subsidiari
for such period without giving effect to depreaiatiand amortization, gains or losses from extraangi items, gains or losses on sales of real
estate, gains or losses on investments in markesaniurities and any provision/benefit for incoasees for such period, plus the allocable
portion, based on the Operating Partnership's csaeinterest, of funds from operations of uncoitstéd joint ventures, all determined on a
consistent basis.

Management considers Funds from Operations touseful financial performance measure of the opegaterformance of an equity REIT
because, together with net income and cash flowsg$from Operations provides investors with antadthl basis to evaluate the ability ¢
REIT to incur and service debt and to fund acgois# and other capital expenditures. Funds fromr&@jmns does not represent net incom
cash flows from operations as defined by GAAP andds from Operations should not be considered adt@mative to net income as an
indicator of the Operating Partnership's operatiegormance or as an alternative to cash flowsrasasure of liquidity. Funds from
Operations does not measure whether cash flowffisisut to fund all of the Company's cash needsuding principal amortization, capital
improvements and distributions to stockholders.dsuinom Operations does not represent cash floavs fiperating, investing or financing
activities as defined by GAAP. Further, Funds frOperations as disclosed by other REITS, may naopeparable to the Company's
calculation of Funds from Operations, as descridsale.

"NET CASH PROCEEDS" means the proceeds of any isstiar sale of Capital Stock or options, warrantsghts to purchase Capital
Stock, in the form of cash or cash equivalentduitinog payments in respect of deferred paymengakibns when received in the form of, or
stock or other assets when disposed for, cashsbreguivalents (except to the extent that suclyatiins are financed or sold with recourse
to the Operating Partnership or any Subsidiaryt) phattorney's fees, accountant's fees and brgke@nsultation, underwriting and other
fees and expenses actually incurred in connectitnsuch issuance or sale and net of taxes pgidyable as a result thereof.

"SUBSIDIARY" means any entity of which the OperatiRartnership or one or more other Subsidiariessawrtontrols, directly or
indirectly, more than 50% of the shares of VotingcRg.

"TOTAL ASSETS" as of any date means the sum ah@)Undepreciated Real Estate Assets and (iitladraassets of the Operating
Partnership and its Subsidiaries on a consolidadsis determined in accordance with GAAP (but edioly intangibles and accounts
receivable).
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"TOTAL UNENCUMBERED ASSETS" means the sum of (ipffe Undepreciated Real Estate Assets not subject émcumbrance and (ii)
all other assets of the Operating Partnership @n8luibsidiaries not subject to an encumbrancerdeted in accordance with GAAP (but
excluding intangibles and accounts receivable).

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

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

"VOTING STOCK" means stock having general votingveo under ordinary circumstances to elect at laasgjority of the board of
directors, managers or trustees, provided thakstat carries only the right to vote conditionathy the happening of an event shall not be
considered Voting Stock.

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

EVENTSOF DEFAULT, NOTICE AND WAIVER

The Indenture provides that the following events'&vents of Default" with respect to any serie®ebt Securities issued thereunder: (a)
default for 30 days in the payment of any instatlingf interest on any Debt Security of such sefiiesdefault in the payment of the principal
of (or premium, if any on) any Debt Security of Biseries at its maturity; (c) default in making anyking fund payment as required for any
Debt Security of such series; (d) default in thefgrenance of any other covenant of the Operatingneeship or the Company contained in
the Indenture (other than a covenant added tontthentture solely for the benefit of a series of Débturities issued thereunder other than
such series), such default having continued fod®@ after written notice as provided in the Indesit(e) default in the payment of an
aggregate principal amount exceeding $5,000,0@Mhpfevidence of recourse indebtedness of the Opgraartnership or the Company or
any mortgage, indenture or other instrument undechvsuch indebtedness is issued or by which sudbbtedness is secured, such default
having occurred after the expiration of any apfileayrace period and having resulted in the acagtaer of the maturity of such indebtedne
but only if such indebtedness is not dischargesligh acceleration is not rescinded or annulledzgfjain events of bankruptcy, insolvency or
reorganization, or court appointment of a receilrguidator or trustee of the Operating Partnersttip Company or any Significant
Subsidiary or any of their respective property; égdany other Event of Default provided with resp® a particular series of Debt Securit
The term "Significant Subsidiary" means each sigaift subsidiary (as defined in Regulation S-X putated under the Securities Act) of
the Operating Partnership or the Company (Sectdn.5

If an Event of Default under the Indenture withpest to Debt Securities of any series at the timtstanding occurs and is continuing, the
every such case the Trustee or the Holders ofesstthan 25% in principal amount of the Outstan@irbt Securities of that series may
declare the principal amount (or, if the Debt Sems of that series are Original Issue Discourdusigies or Indexed Securities, such portion
of the principal amount as may be specified intdmms thereof) of all of the Debt Securities ofttbaries to be due and payable immediately
by written notice thereof to the Operating Parthgrand the Company (and to the Trustee if givethieyHolders). However, at any time a
such a declaration of acceleration with respe€dbt Securities of such series (or of all Debt $iies then Outstanding under the Indenture,
as the case may be) has been made, but beforgragud or decree for payment of the money due has bbtained by the Trustee, the
Holders of not less than a majority in principalamt of Outstanding Debt Securities of such s€oesf all Debt Securities then Outstand
under the Indenture, as the case may be) may teanithannul such declaration and its consequeh(asthe Operating Partnership or the
Company shall have deposited with the Trusteeegllired payments of the principal of (and premiifrany) and interest on the Debt
Securities of such series (or of all Debt Secwitieen Outstanding under the Indenture, as themagebe), plus certain fees, expenses,
disbursements and advances of the Trustee andl h)emts of Default, other than the non-paymenaadelerated principal of (or specified
portion thereof), or premium (if any) or interest e Debt Securities of such series (or of all
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Debt Securities then Outstanding under the Indents the case may be) have been cured or waiy@d\éded in the Indenture (Section
502). The Indenture also provides that the Holdérsot less than a majority in principal amountité Outstanding Debt Securities of any
series (or of all Debt Securities then Outstandinder the Indenture, as the case may be) may waly@ast default with respect to such
series and its consequences, except a default {leipayment of the principal of (or premium,nf/aor interest on any Debt Security of si
series or (y) in respect of a covenant or provigiontained in the Indenture that cannot be modifiedmended without the consent of the
Holder of each Outstanding Debt Security affectetedby (Section 513).

The Trustee will be required to give notice to Hhaders of Debt Securities within 90 days of a défander the Indenture unless such default
has been cured or waived; PROVIDED, HOWEVER, thatTrustee may withhold notice to the Holders of series of Debt Securities of
any default with respect to such series (excemfault in the payment of the principal of (or premi, if any) or interest on any Debt Security
of such series or in the payment of any sinkinglfinstallment in respect of any Debt Security aftsaeries) if specified Responsible Offic

of the Trustee consider such withholding to benminterest of such Holders (Section 602).

The Indenture provides that no Holders of Debt 88es of any series may institute any proceedijugicial or otherwise, with respect to the
Indenture or for any remedy thereunder, excepténcase of failure of the Trustee, for 60 daysdioafter it has received a written request to
institute proceedings in respect of an Event ofabkffrom the Holders of not less than 25% in ppatamount of the Outstanding Debt
Securities of such series, as well as an offendéinnity reasonably satisfactory to it (Section)5This provision will not prevent, however,
any holder of Debt Securities from instituting doit the enforcement of payment of the principafad premium, if any) and interest on s
Debt Securities at the respective due dates théBsaftion 508).

Subject to provisions in the Indenture relatingtsaduties in case of default, the Trustee is umbeobligation to exercise any of its rights or
powers under the Indenture at the request or direcf any Holders of any series of Debt Securitiesn Outstanding under the Indenture,
unless such Holders shall have offered to the &autereunder reasonable security or indemnitytig®e601). The Holders of not less than a
majority in principal amount of the Outstanding D&ecurities of any series (or of all Debt Secesitihen Outstanding under the Indentur
the case may be) shall have the right to directithe, method and place of conducting any proceeftinany remedy available to the Trus

or of exercising any trust or power conferred ug@nTrustee. However, the Trustee may refuse toviichny direction which is in conflict
with any law or the Indenture, or which may be ugduejudicial to the holders of Debt Securitiessath series not joining therein (Section
512).

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

MODIFICATION OF THE INDENTURE

Modifications and amendments of the Indenture kéllpermitted to be made only with the consent @eMHblders of not less than a majority
principal amount of all Outstanding Debt Securiteseries of Outstanding Debt Securities whichadfected by such modification or
amendment; PROVIDED, HOWEVER, that no such modiftcaor amendment may, without the consent of tbiler of each such Debt
Security affected thereby, (a) change the Statewifia of the principal of, or premium (if any) any installment of interest on, any such
Debt Security, reduce the principal amount of her tate or amount of interest on, or any premiugapke on redemption of, any such Debt
Security, or reduce the amount of principal of aifgiDal Issue Discount Security that would be dod payable upon declaration of
acceleration of the maturity thereof or would bevable in bankruptcy, or adversely affect any rightepayment of the holder of any such
Debt Security, change the place of payment, octiire or currency, for payment of principal of, piem, if any, or interest on any such Debt
Security or impair the right to institute suit fitve enforcement of any payment on or with respeanty such Debt Security; (b) reduce the
above-stated
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percentage of outstanding Debt Securities of angseecessary to modify or amend the Indenturegise compliance with certain
provisions thereof or certain defaults and consege thereunder or to reduce the quorum or voéggirements set forth in the Indenture;

(c) modify or affect in any manner adverse to ttedddrs the terms and conditions of the obligatiohthe Company in respect of the paymr

of principal (and premium, if any) and interestamy Guaranteed Securities; or (d) modify any offtliegoing provisions or any of the
provisions relating to the waiver of certain pasfadilts or certain covenants, except to increaseetuired percentage to effect such action or
to provide that certain other provisions may notrtmified or waived without the consent of the Holdf such Debt Security (Section 902).

The Indenture provides that the Holders of not thas a majority in principal amount of a serieuoitstanding Debt Securities have the r
to waive compliance by the Operating Partnershigf@rthe Company with certain covenants relatinguch series of Debt Securities in the
Indenture (Section 1008).

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

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

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

The Indenture contains provisions for conveningtngs of the Holders of Debt Securities of a seff#sction 1501). A meeting will be
permitted to be called at any time by the Truséee, also, upon request, by the Operating Partnergte Company (in respect of a series of
Guaranteed Securities) or the holders of at |e@t ih principal amount of the Outstanding Debt Sities of such series, in any such case
upon naotice given as provided in the Indenture ti8ed 502). Except for any consent that must begivy the Holder of each Debt Security
affected by certain modifications and amendmenti®findenture, any resolution presented at a mgeti adjourned meeting duly
reconvened at which a quorum is present will beniiéed to be adopted by the affirmative vote of iHa@ders of a majority in principal
amount of the Outstanding Debt Securities of thaes; PROVIDED, HOWEVER, that, except as refeteedbove, any resolution with
respect to any request, demand, authorizationgtitire notice, consent, waiver or other action thay be made, given or taken by the
Holders of a specified percentage, which is leas #nmajority, in principal amount of the OutstangdDebt Securities of a series may be
adopted at a meeting or adjourned meeting dulymemmed at which a quorum is present by the affinreatote of the Holders of such
specified percentage in principal amount of thes@uriding Debt Securities of that series. Any regmiupassed or decision taken at any
meeting of Holders of Debt Securities of any sedigly held in accordance with the Indenture willdieding on all Holders of Debt Securit
of that series. The quorum at any meeting calleabtitipt a resolution, and at any reconvened meetiitidge Persons holding or representir
majority in principal amount of the Outstanding D&ecurities of a series; provided, however, thahy action is to be taken at such meeting
with respect to a consent or waiver which may vemgiby the Holders of not less than a specifiedgr@age in principal amount of the
Outstanding Debt Securities of a series, the Persolding or representing such specified perceritageincipal amount of the Outstanding
Debt Securities of such series will constitute argm (Section 1504).

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

DISCHARGE, DEFEASANCE AND COVENANT DEFEASANCE

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

Unless otherwise provided in the applicable ProgsgeBupplement, the Operating Partnership may eldadr (a) to defease and discharge
itself and the Company (if such Debt Securities@uaranteed Securities) from any and all obligatieith respect to such Debt Securities
(except for the obligation to pay additional amayiiftany, upon the occurrence of certain eventaxyfassessment or governmental charge
with respect to payments on such Debt Securitidstas obligations to register the transfer or ergeaof such Debt Securities, to replace
temporary or mutilated, destroyed, lost or stol&bTSecurities, to maintain an office or agencsespect of such Debt Securities and to hold
moneys for payment in trust) ("defeasance") otglelease itself and the Company (if such DebuBges are Guaranteed Securities) from
their obligations with respect to such Debt Semsitinder certain sections of the Indenture
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(including the restrictions described under "Cer@dbvenants") and if provided pursuant to Sectidh &f the Indenture, their obligations w
respect to any other covenant, and any omissiaonply with such obligations shall not constitutéedault or an Event of Default with
respect to such Debt Securities ("covenant defeasarn either case upon the irrevocable depgsthk Operating Partnership or the
Company (if the Debt Securities are Guaranteed@is®) with the Trustee, in trust, of an amountsuch currency or currencies, currency
unit or units or compaosite currency or currencres/hich such Debt Securities are payable at Stdtdrity, or Government Obligations (as
defined below), or both, applicable to such Deltusigies which through the scheduled payment afgipal and interest in accordance with
their terms will provide money in an amount suffiti to pay the principal of (and premium, if angilanterest on such Debt Securities, and
any mandatory sinking fund or analogous paymemgetin, on the scheduled due dates therefor (Setiidh

Such a trust will only be permitted to be estaldsif, among other things, the Operating Partnprehihe Company (if the Debt Securities
are Guaranteed Securities) has delivered to thet§euan Opinion of Counsel (as specified in themtare) to the effect that the Holders of
such Debt Securities will not recognize incomengailoss for U.S. Federal income tax purposesrasut of such defeasance or covenant
defeasance and will be subject to U.S. Federahirecax on the same amounts, in the same mannet dnel same times as would have been
the case if such defeasance or covenant defeakada®t occurred, and such Opinion of Counsehéncise of defeasance, must refer to and
be based upon a ruling of the Internal Revenuei&epr a change in applicable United States Fediszame tax law occurring after the date
of the Indenture (Section 402).

"Government Obligations" means securities tha{iuirect obligations of the United States of Acaror the government that issued the
foreign currency in which the Debt Securities @faaticular series are payable, for the paymentra€wits full faith and credit is pledged or
(i) obligations of a person controlled or supeeddy and acting as an agency or instrumentalith@fUnited States of America or such
government that issued the foreign currency in Withe Debt Securities of such series are paydiepayment of which is unconditionally
guaranteed as a full faith and credit obligatiorthey United States of America or such other govemtirand that, in either case, are not
callable or redeemable at the option of the istemeof, and shall also include a depository reédegued by a bank or trust company as
custodian with respect to any such Government @tiég or a specific payment of interest on or gpatof any such Government Obligati
held by such custodian for the account of the hraddl@ depository receipt, PROVIDED that (exceptexguired by law) such custodian is not
authorized to make any deduction from the amouydipia to the holder of such depository receipt fiamy amount received by the custodian
in respect of the Government Obligation or the Bimepgayment of interest on or principal of the Gorment Obligation evidenced by such
depository receipt.

Unless otherwise provided in the applicable ProggeSupplement, if after the Operating Partnershifne Company (if the Debt Securities
are Guaranteed Securities) has deposited fundsra@dizernment Obligations to effect defeasancewecant defeasance with respect to
Debt Securities of any series,

(a) the Holder of a Debt Security of such seriemnistled to, and does, elect pursuant to the Ihaeror the terms of such Debt Security to
receive payment in a currency, currency unit or gosite currency other than that in which such di¢fpas been made in respect of such
Debt Security, or (b) a Conversion Event (as defipelow) occurs in respect of the currency, curyanat or composite currency in which
such deposit has been made, the indebtednessarfm@dy such Debt Security shall be deemed to begr, and will be, fully discharged
and satisfied through the payment of the princgfghnd premium, if any) and interest on such Ddxturity as they become due out of the
proceeds yielded by converting the amount so degubsi respect of such Debt Security into the awaye currency unit or composite currel
in which such Debt Security becomes payable asutref such election or such Conversion Event thasethe applicable market exchange
rate (Section 402). "Conversion Event" means tlssat@on of use of (i) a currency, currency unit@mposite currency both by the
government of the country that issued such curremclfor the settlement of transactions by a cehtnak or other public institutions of or
within the international banking community, (iettfeCU both within the European Monetary Systemfanthe settlement of transactions by
public institutions of or within the European Union(iii) any currency unit or composite currendher than the ECU for the purposes for
which it was established. Unless otherwise providetie applicable Prospectus Supplement, all paysnaf principal of (and premium, if
any) and interest on any
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Debt Security that is payable in a foreign curreti@gt ceases to be used by its government of issusimall be made in U.S. dollars.

If the Operating Partnership effects covenant defiaee with respect to any Debt Securities and Bett Securities are declared due and
payable because of the occurrence of any Evenetdilt other than the Event of Default describedli@ause (d) under "Events of Default,
Notice and Waiver" with respect to Sections no Emgpplicable to such Debt Securities or describetause (g) under "Events of Defat
Notice and Waiver" with respect to any other covetraes to which there has been covenant defeastingcamount in such currency, currel
unit or composite currency in which such Debt Siiesrare payable, and Government Obligations grosi¢ with the Trustee, will be
sufficient to pay amounts due on such Debt Seegrit the time of their Stated Maturity but may Im@tsufficient to pay amounts due on such
Debt Securities at the time of the accelerationltiegy from such Event of Default. However, the @qing Partnership and the Company (if
such Debt Securities are Guaranteed Securitiesldwemain liable to make payment of such amounesatithe time of acceleration.

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

NO CONVERSION RIGHTS

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

GLOBAL SECURITIES

The Debt Securities of a series may be issued wiendr in part in the form of one or more globatiggties (the "Global Securities") that will
be deposited with, or on behalf of, a depositamg (Depositary") identified in the applicable Presfus Supplement relating to such series.
Global Securities may be issued in either registerébearer form and in either temporary or permaf@m. The specific terms of the
depositary arrangement with respect to a seri@ebt Securities will be described in the applica®lespectus Supplement relating to such
series.
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DESCRIPTION OF PREFERRED STOCK
GENERAL

The Company is authorized to issue 10,000,000 stadnereferred stock, $.01 par value per sharesha¢h no Preferred Stock was
outstanding at the date hereof.

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

TERMS

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

Reference is made to the Prospectus Supplemetitceta the Preferred Stock offered thereby forc#ipeterms, including:

(1) The title and stated value of such PreferrextiSt

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

(4) The date from which dividends on such PrefeB&xtk shall accumulate, if applicable;

(5) The procedures for any auction and remarketfragy, for such Preferred Stock;

(6) The provision for a sinking fund, if any, farch Preferred Stock;

(7) The provision for redemption, if applicable,spich Preferred Stock;

(8) Any listing of such Preferred Stock on any séms exchange;

(9) The terms and conditions, if applicable, updnal such Preferred Stock will be convertible i@tommon Stock of the Company,
including the conversion price (or manner of caitioh thereof);

(10) Whether interests in such Preferred Stockbéllepresented by Depositary Shares;
(11) Any other specific terms, preferences, righsitations or restrictions of such Preferred %toc
(12) A discussion of Federal income tax consideratiapplicable to such Preferred Stock;

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

(14) Any limitations on issuance of any series df€rred Stock ranking senior to or on a parityhvgitich series of Preferred Stock as to
dividend rights and rights upon liquidation, disg@n or winding up of the affairs of the Compaayd

(15) Any limitations on direct or beneficial ownkis and restrictions on transfer, in each caseashe appropriate to preserve the status of
the Company as a REIT.
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RANK

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

DIVIDENDS

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

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

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

(ii) if such series of Preferred Stock does notehaumulative dividend, full dividends for thetheurrent dividend period have been or
contemporaneously are declared and paid or dectar@@ sum sufficient for the payment thereof pattafor such payment on the Preferred
Stock of such series. When dividends are not pefdli (or a sum sufficient for such full paymestnot so set apart) upon Preferred Stock of
any series and the shares of any other seriestdérRrd Stock ranking on a parity as to dividendh the Preferred Stock of such series, all
dividends declared upon Preferred Stock of sudesand any other series of Preferred Stock rankimg parity as to dividends with such
Preferred Stock shall be declared pro rata satigsamount of dividends declared per share of RexfeStock of such series and such other
series of Preferred Stock shall in all cases leeaath other the same ratio that accrued dividpadshare on the Preferred Stock of such
series (which shall not include any accumulatiorespect of unpaid dividends for prior dividendipds if such Preferred Stock does not f

a cumulative dividend) and such other series ofePred Stock bear to each other. No interest, or simoney in lieu of interest, shall be
payable in respect of any dividend payment or paymen Preferred Stock of such series which may berears.

Except as provided in the immediately precedinggiaph, unless (i) if such series of PreferredShas a cumulative dividend, full
cumulative dividends on the Preferred Stock of sseriies have been or contemporaneously are de@ackdaid or declared and a sum
sufficient for the payment thereof set apart foyrpant for all past dividend periods and the thememnt dividend period, and (ii) if such series
of Preferred Stock does not have a cumulative divil full dividends on the Preferred Stock of ssiehies have been or contemporaneously
are declared and paid or declared and a sum srffidr the payment thereof set apart for paymenttfe then current dividend period, no
dividends (other than in shares of Common Stoaitlogr capital shares ranking junior to the Prefé8tock of such series as to dividends
upon liquidation) shall be declared or paid orasitle for payment or other distribution shall belaieed or made upon the Common Stock, or
any other capital shares of the Company rankingjuo or
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on a parity with the Preferred Stock of such seaieto dividends or upon liquidation, nor shall ahgres of Common Stock, or any other
capital shares of the Company ranking junior torra parity with the Preferred Stock of such seaie dividends or upon liquidation be
redeemed, purchased or otherwise acquired for amgideration (or any moneys be paid to or maddablaifor a sinking fund for the
redemption of any such shares) by the Company féxgeconversion into or exchange for other cagteares of the Company ranking jur
to the Preferred Stock of such series as to diddemd upon liquidation).

REDEMPTION

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

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

Notwithstanding the foregoing, unless (i) if suehias of Preferred Stock has a cumulative dividémtcumulative dividends on all shares
any series of Preferred Stock have been or conteanpously are declared and paid or declared aochassfficient for the payment thereof
set apart for payment for all past dividend periadd the then current dividend period, and (igu€h series of Preferred Stock does not have
a cumulative dividend, full dividends of the Preéat Stock of any series have been or contemporaheare declared and paid or declared
and a sum sufficient for the payment thereof sattdpr payment for the then current dividend péyioo shares of any series of Preferred
Stock shall be redeemed unless all outstandingReef Stock of such series is simultaneously reédeROVIDED, HOWEVER, that the
foregoing shall not prevent the purchase or actpiisof Preferred Stock of such series to pres#reeREIT status of the Company or
pursuant to a purchase or exchange offer madeeosatime terms to holders of all outstanding Pradesteck of such series. In addition,
unless (i) if such series of Preferred Stock hegraulative dividend, full cumulative dividends dhautstanding shares of any series of
Preferred Stock have been or contemporaneouslyeztared and paid or declared and a sum suffifierthe payment thereof set apart for
payment for all past dividends periods and the therent dividend period, and (ii) if such serié$ceferred Stock does not have a
cumulative dividend, full dividends on the Prefer®tock of any series have been or contemporaneatesideclared and paid or declared
a sum sufficient for the payment thereof set afwairpayment for the then current dividend peride, Company shall not purchase or
otherwise acquire directly or indirectly any shaoé®referred Stock of such series (except by cime into or exchange for capital share
the Company ranking junior to the Preferred Stdckueh series as to dividends and upon liquidatiBROVIDED, HOWEVER, that the
foregoing shall not prevent the purchase or actiisof Preferred Stock of such series to presdre@eREIT status of the Company or
pursuant to a purchase or exchange offer madeeosatime terms to holders of all outstanding PredeBteck of such series.

If fewer than all of the outstanding shares of @nefd Stock of any series are to be redeemed utinder of shares to be redeemed will be
determined by the Company and such shares maydberre=d pro rata from the holders of record of shelres in proportion to the numbe
such shares held or for which redemption is regaklsy such holder (with adjustments to avoid redempf fractional shares) or by lot in a
manner determined by the Company.
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Notice of redemption will be mailed at least 30 sldyt not more than 60 days before the redemptite td each holder of record of Prefer
Stock of any series to be redeemed at the addnesmson the share transfer books of the Compangh Batice shall state: (i) the redempt
date; (ii) the number of shares and series of théeRed Stock to be redeemed; (iii) the redemppidce; (iv) the place or places

where certificates for such Preferred Stock ateetsurrendered for payment of the redemption p(igethat dividends on the shares to be
redeemed will cease to accrue on such redemptiten aiad (vi) the date upon which the holder's ceosive rights, if any, as to such shares
shall terminate. If fewer than all the shares a@féired Stock of any series are to be redeemeaddtiee mailed to each such holder thereof
shall also specify the number of shares of Prefe®teck to be redeemed from each such holder tiéemof redemption of any Preferred
Stock has been given and if the funds necessasufdr redemption have been set aside by the Conmipanst for the benefit of the holders
of any Preferred Stock so called for redemptioantfrom and after the redemption date dividendsogése to accrue on such Preferred
Stock, and all rights of the holders of such shanligerminate, except the right to receive thdemption price.

LIQUIDATION PREFERENCE

Upon any voluntary or involuntary liquidation, didstion or winding up of the affairs of the Compattyen, before any distribution or
payment shall be made to the holders of any Com&tock or any other class or series of capital shaf¢he Company ranking junior to the
Preferred Stock in the distribution of assets ugoy liquidation, dissolution or winding up of thei@pany, the holders of each series of
Preferred Stock shall be entitled to receive owssets of the Company legally available for distibn to shareholders liquidating
distributions in the amount of the liquidation gefnce per share (set forth in the applicable Reisp Supplement), plus an amount equal to
all dividends accrued and unpaid thereon (whicti sisd include any accumulation in respect of udpdividends for prior dividend periods if
such Preferred Stock does not have a cumulativdatid). After payment of the full amount of thedidating distributions to which they are
entitled, the holders of Preferred Stock will haeeright or claim to any of the remaining assetthefCompany. If, upon any such voluntary
or involuntary liquidation, dissolution or windingp, the available assets of the Company are ircsefiti to pay the amount of the liquidating
distributions on all outstanding Preferred StocHl Hre corresponding amounts payable on all shdrether classes or series of capital shares
of the Company ranking on a parity with the PrefdrBtock in the distribution of assets, then tHddrs of the Preferred Stock and all other
such classes or series of capital shares shak sagbly in any such distribution of assets impprtion to the full liquidating distributions to
which they would otherwise be respectively entitled

If liquidating distributions shall have been maddiill to all holders of Preferred Stock, the reniag assets of the Company shall be
distributed among the holders of any other classagries of capital shares ranking junior to thefétred Stock upon liquidation, dissolution
or winding up, according to their respective rightsl preferences and in each case according toréspiective number of shares. For such
purposes, the consolidation or merger of the Compath or into any other corporation, trust or éntor the sale, lease or conveyance of all
or substantially all of the property or businesshaf Company, shall not be deemed to constituiguédhtion, dissolution or winding up of the
Company.

VOTING RIGHTS

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

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

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

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

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

CONVERSION RIGHTS

The terms and conditions, if any, upon which amyeseof Preferred Stock is convertible into shae€ommon Stock will be set forth in the
applicable Prospectus Supplement relating theftoh terms will include the number of shares of @am Stock into which the shares of
Preferred Stock are convertible, the conversiooepfor manner of calculation thereof), the conwergieriod, provisions as to whether
conversion will be at the option of the holdersha Preferred Stock or the Company, the eventdnieguan adjustment of the conversion
price and provisions affecting conversion in theregwf the redemption of such series of Prefertedis

SHAREHOLDER LIABILITY

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

RESTRICTIONS ON OWNERSHIP

As discussed below under "Description of Commortiste Certain Provisions Affecting Change of CohtrdOWNERSHIP LIMITATIONS
AND RESTRICTIONS ON TRANSFERS," for the Companyqumlify as a REIT under the Internal Revenue Cdd986, as amended (the
"Code"), not more than 50% in value of its outstagdapital shares may be owned, directly or iratiye by five or fewer individuals (as
defined in the Code to include certain entitiesjriythe last half of a taxable year. To ensure tiia Company remains a qualified REIT, the
Articles of Incorporation provide that no holdether than persons approved by the directors at dipdiion and in their discretion) may own,
or be deemed to own by virtue of the
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attribution provisions of the Code, more than 9@Bthe issued and outstanding capital stock of@bmpany. To assist the Company in
meeting this requirement, the Company may takeiredctions to limit the beneficial ownership, ditg or indirectly, by a single person of
the Company's outstanding equity securities, inoldny Preferred Stock of the Company. Therefitre Designating Amendment for each
series of Preferred Stock may contain provisiosfriging the ownership and transfer of the Pref@i$tock. The applicable Prospectus
Supplement will specify any additional ownershipitation relating to a series of Preferred Stock.

REGISTRAR AND TRANSFER AGENT

The Registrar and Transfer Agent for the PrefeBttk will be set forth in the applicable ProspecBupplement.
DESCRIPTION OF DEPOSITARY SHARES

GENERAL

The Company may issue receipts ("Depositary Rexdifiir Depositary Shares, each of which will regaet a fractional interest of a share of
a particular series of Preferred Stock, as spekifighe applicable Prospectus Supplement. Shdfeseéerred Stock of each series represe
by Depositary Shares will be deposited under ars¢paeposit agreement (each, a "Deposit Agreemambng the Company, the depositary
named therein (a "Preferred Stock Depositary")thecholders from time to time of the Depositary &pts. Subject to the terms of the
applicable Deposit Agreement, each owner of a DiggrgsReceipt will be entitled, in proportion toetfractional interest of a share of a
particular series of Preferred Stock representetthéyepositary Shares evidenced by such Deposacgipt, to all the rights and
preferences of the Preferred Stock representeddiy Bepositary Shares (including dividend, votiogpnversion, redemption and liquidation
rights).

The Depositary Shares will be evidenced by DepsRaceipts issued pursuant to the applicable Oepgseement. Immediately following
the issuance and delivery of the Preferred StoctheyCompany to a Preferred Stock Depositary, thagany will cause such Preferred St
Depositary to issue, on behalf of the Company[ibpositary Receipts. Copies of the applicable fofdeposit Agreement and Depositary
Receipt may be obtained from the Company upon #gard the statements made hereunder relatingpodit Agreements and the
Depositary Receipts to be issued thereunder arenswi@s of certain anticipated provisions thereaf da not purport to be complete and are
subject to, and qualified in their entirety by refece to, all of the provisions of the applicablepbsit Agreement and related Depositary
Receipts.

DIVIDENDSAND OTHER DISTRIBUTIONS

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

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

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

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

REDEMPTION OF DEPOSITARY SHARES

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

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

VOTING OF THE PREFERRED STOCK

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

LIQUIDATION PREFERENCE

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

CONVERSION OF PREFERRED STOCK

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

AMENDMENT AND TERMINATION OF A DEPOSIT AGREEMENT

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

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

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

CHARGES OF A PREFERRED STOCK DEPOSITARY

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

RESIGNATION AND REMOVAL OF DEPOSITARY

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

MISCELLANEOUS

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

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

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

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

DESCRIPTION OF COMMON STOCK
GENERAL

The authorized capital stock of the Company inctuti@0,000,000 shares of Common Stock, $.01 paeyaushare. Each outstanding share
of Common Stock entitles the holder to one votalbmatters presented to shareholders for a vadéddids of Common Stock have no
preemptive rights. As of the date hereof, thereawl€),898,970 shares of Common Stock outstandingt &@®,590 shares reserved for
issuance upon exchange of outstanding Units.

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

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

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

CERTAIN PROVISIONS AFFECTING CHANGE OF CONTROL

GENERAL. Pursuant to the Company's Articles of ipowation and the Maryland general corporation (ene "MGCL"), the Company
cannot merge into or consolidate with another c@tion or enter into a statutory share exchanges#etion in which it is not the surviving
entity or sell all or substantially all of the atssef the Company unless the Board of Directorgtgia resolution declaring the proposed
transaction advisable and a majority of stockhadagntitled to vote thereon (voting together asglsiclass) approve the transaction. In
addition, the agreement of limited partnershiphaf ©perating Partnership (the "Operating Partngr&greement") requires that any such
merger or sale of all or substantially all of thesets of the Operating Partnership be approvednbgjerity of the holders of Units (including
Units owned by the Company).

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

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

The Company's Articles of Incorporation (includithg provision exempting the Company from the Marglldusiness combination statute)
may not be amended without the affirmative votatdeast a majority of the shares of capital simaistanding and entitled to vote thereon
voting together as a single class, provided thdaaireprovisions of the Articles of Incorporatioragnnot be amended without the approval of
the holders of twdhirds of the shares of capital stock of the Conypautstanding and entitled to vote thereon votogether as a single cla
The Company's bylaws may be amended by the Bodbirectors or a majority of the shares cast of @dgitock entitled to vote thereupon at
a duly constituted meeting of stockholders.
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If either of the foregoing exemptions in the Artislof Incorporation or bylaws is amended, the Margllbusiness combination statute or the
control share acquisition statute could have tfecebf discouraging offers to acquire the Compang of increasing the difficulty of
consummating any such offer.

OWNERSHIP LIMITATIONS AND RESTRICTIONS ON TRANSFER&or the Company to remain qualified as a REITeuride Code,

not more than 50% in value of its outstanding shafeCommon Stock may be owned, directly or indlyedy five or fewer individuals
(defined in the Code to include certain entitiag)img the last half of a taxable year, and suchesheust be beneficially owned by 100 or
more persons during at least 335 days of a taxedaleof 12 months or during a proportionate pasd ehorter taxable year. To ensure that the
Company remains a qualified REIT, the Articlesrmfdrporation provide that no holder (other tharspes approved by the directors at their
option and in their discretion) may own, or be dedrno own by virtue of the attribution provisiorfstioe Code, more than 9.8% (the
"Ownership Limit") of the issued and outstandingita stock of the Company. The Board of Directmiay waive the Ownership Limit if
evidence satisfactory to the Board of Directors nr@dCompany's tax counsel is presented that taeges in ownership will not jeopardize
the Company's status as a REIT.

If any stockholder purports to transfer shares pe@on and either the transfer would result inGbenpany failing to qualify as a REIT, or
stockholder knows that such transfer would causdrinsferee to hold more than the Ownership Lithé,purported transfer shall be null :
void, and the stockholder will be deemed not toehmansferred the shares. In addition, if any petsadds shares of capital stock in excess of
the Ownership Limit, such person will be deemetadlul the excess shares in trust for the Compariiynaii receive distributions with respect
to such shares and will not be entitled to votéhsiares. The person will be required to sell singres to the Company for the lesser of the
amount paid for the shares and the average clgsiog for the 10 trading days immediately precedimgredemption or to sell such shares at
the direction of the Company, in which case the gany will be reimbursed for its expenses in conpaatith the sale and will receive any
amount of such proceeds that exceeds the amoumipguson paid for the shares. If the Company rémases such shares, it may pay for the
shares with Units. The foregoing restrictions @amsferability and ownership will not apply if th@&d of Directors and the stockholders (by
the affirmative vote of the holders of two-thirdstioe outstanding shares of capital stock entittedote on the matter) determine that it is no
longer in the best interests of the Company toinartto qualify as a REIT.

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

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

These ownership limitations could have the effégrecluding acquisition of control of the Compadnya third party unless the Board of
Directors and the stockholders determine that reaarice of REIT status is no longer in the bestésteof the Company.

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

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

EACH INVESTOR IS ADVISED TO CONSULT HIS OWN TAX ADVOR REGARDING THE TAX CONSEQUENCES TO HIM OF
THE PURCHASE, OWNERSHIP AND SALE OF THE OFFERED SHRATIES, INCLUDING THE FEDERAL, STATE, LOCAL,
FOREIGN AND OTHER TAX CONSEQUENCES OF SUCH PURCHASBNNERSHIP AND SALE AND OF POTENTIAL CHANGES
IN APPLICABLE TAX LAWS.

TAXATION OF THE COMPANY ASA REIT

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

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

Smith Helms Mulliss & Moore, L.L.P. has acted as¢aunsel to the Company in connection with therifig of the Securities and the
Company's election to be taxed as a REIT and impir@on of Smith Helms Mulliss & Moore, L.L.P., monencing with the Company's
taxable year ended December 31, 1994, the Compmipden organized and operated in conformity wighréquirements for qualification

and taxation as a REIT under the Code, and the @oyscurrent organization and proposed methogefation will enable it to continue to
meet the requirements for qualification and taxatie a REIT under the Code. This opinion is basetthe factual representations of the
Company concerning its business and propertiesedar, such qualification and taxation as a RElpetels upon the Company's ability to
meet the various qualification tests imposed utigeCode discussed below on a continuing basisutjtr actual annual operating results,
distribution levels and diversity of stock ownegshhccordingly, no assurance can be given thaatteal results of the Company's operations
for any particular taxable year will satisfy suelguirements.

FEDERAL INCOME TAXATION OF THE COMPANY

If the Company qualifies for taxation as a REITgenerally will not be subject to Federal corpoiat®me tax on that portion of its ordinary
income or capital gain that is currently distritiite stockholders. The REIT provisions of the Cgdaerally allow a REIT to deduct
distributions paid to its stockholders substantialiminating the Federal "double taxation" on éags (once at the corporate level when
earned and once again at the stockholder level whstributed) that usually results from investmenta corporation. Nevertheless, the
Company will be subject to Federal income tax #lsvis: First, the Company will be taxed at regudarporate rates on its undistributed R
taxable income, including undistributed net capisihs. Second, under certain circumstances, thep@oy may be subject to the "alternative
minimum tax" as a consequence of its items of t@tgpence. Third, if the Company has net incommftbe sale or other disposition of
"foreclosure property” that is held primarily fale to customers in the ordinary course of businesgher non-qualifying income from
foreclosure property, it will be subject to taxla highest corporate rate on such income. Foiiitthe Company has net income from
prohibited transactions
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(which are, in general, certain sales or otheratigfpns of property other than foreclosure propesld primarily for sale to customers in the
ordinary course of business), such income will ligjexct to a 100% tax. Fifth, if the Company shdalitito satisfy either of the 75% or 95%
gross income tests (discussed below) but has nelesthmaintained its qualification as a REIT beea#stain other requirements have been
met, it will be subject to a 100% tax on the nebime attributable to the greater of the amount biclwthe Company fails either the 75% or
95% test, multiplied by a fraction intended to eeflthe Company's profitability. Sixth, if the Coamy fails to distribute during each year at
least the sum of (i) 85% of its ordinary income $ach year, (ii) 95% of its capital gain net incofaesuch year and (iii) any undistributed
taxable income from prior periods, the Company b@lsubject to a 4% excise tax on the excess tf mauired distribution over the amou
actually distributed. Seventh, if the Company stadquire any asset from a C corporation (i.eqrparation generally subject to full
corporate-level tax) in a carryover-basis transacéind the Company subsequently recognizes gdineodisposition of such asset during the
10-year period (the "Recognition Period") beginnimgthe date on which the asset was acquired bgonepany, then, to the extent of the
excess of (a) the fair market value of the assef &% beginning of the applicable Recognitionié&over (b) the Company's adjusted basis
in such asset as of the beginning of such RecagnReriod (the "Built-In Gain"), such gain will kebject to tax at the highest regular
corporate rate, pursuant to guidelines issued &yRI$ (the "Built-In Gain Rules").

REQUIREMENTSFOR QUALIFICATION

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

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

(i) the beneficial ownership of which is evidendadtransferable shares or by transferable ceatéig of beneficial interest, (iii) that would
taxable as a domestic corporation but for the REefuirements, (iv) that is neither a financial itngton nor an insurance company subject to
certain provisions of the Code, (v) the benefioiahership of which is held by 100 or more persamsg] (vi) during the last half of each
taxable year not more than 50% in value of thetanting stock of which is owned, directly or inditlg, through the application of certain
attribution rules, by five or fewer individuals (dsfined in the Code to include certain entiti&s)addition, certain other tests regarding the
nature of its income and assets, described belew naust be satisfied. The Code provides that dimmdi (i) through (iv), inclusive, must be
met during the entire taxable year and that coonlifr) must be met during at least 335 days okalie year of 12 months, or during a
proportionate part of a taxable year of less tHambnths. For purposes of conditions (v) and @énsion funds and certain other tax-exempt
entities are treated as individuals or persongestio a "look-through™ exception in the case afdition (vi). In addition, the Company's
Articles of Incorporation currently include certagstrictions regarding transfer of its Common 8fa¢hich restrictions are intended (among
other things) to assist the Company in continumgatisfy conditions (v) and (vi) above.

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

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

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

Rents received by the Company will qualify as "sgfinom real property” in satisfying the gross in@rmaquirements for a REIT described
above only if several conditions are met. First, dmount of rent must not be based in whole oan gn the income or profits of any person.
However, an amount received or accrued generallyhoi be excluded from the term "rents from reagerty” solely by reason of being
based on a fixed percentage or percentages opteawisales. Second, the Code provides that recg¢sved from a tenant will not qualify as
"rents from real property" in satisfying the grassome tests if the REIT, or an owner of 10% of enof the REIT, directly or constructively
owns 10% or more of such tenant (a "Related Paghamt"). Third, if rent attributable to personabperty, leased in connection with a lease
of real property, is greater than 15% of the tceak received under the lease, then the portioremfattributable to such personal property
not qualify as "rents from real property." Finallgr rents received to qualify as "rents from neaperty,” the REIT generally must not
operate or manage the property or furnish or readaiices to the tenants of such property, othar through an independent contractor from
whom the REIT derives no revenue, provided, howeher Company may directly perform certain servited are "usually or customarily
rendered" in connection with the rental of spaceoficupancy only and are not otherwise considemeaidered to the occupant” of the

property.

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

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

The Operating Partnership and the Company recea®ifh consideration of the performance of propmdpagement and brokerage and
leasing services with respect to certain Propenti@owned entirely by the Operating PartnershiymhSees will not qualify under the 75% or
the 95% gross income tests. The Operating Partipeatdo may receive certain other types of incontl vespect to the properties it owns
that will not qualify for either of these tests.dddition, distributions on the Operating Partngr'ststock in the Service Companies and its
allocable portion of the income earned by Forsy#nt€r Brokerage will not qualify under the 75% grascome test. The Company believes,
however, that the aggregate amount of such feestied non-qualifying income in any taxable yeahnjch represents approximately 3.6% of
the Company's gross income on a pro forma basid £9d of the Company's income on an actual basithéyear ended December 31, 1!
will not cause the Company to exceed the limitsion-qualifying income under either the 75% or tB&9gross income test.

If the Company fails to satisfy one or both of #%6 or 95% gross income tests for any taxable yearay nevertheless qualify as a REIT
that year if it is eligible for relief under cemgprovisions of the Code. These relief provisionislve generally available if (i) the Company's
failure to meet these tests was due to reasonabkeand not due to willful neglect, (i) the Compattaches a schedule of the sources of its
income to its Federal income tax return and (iiy &ncorrect information on the schedule is not tu&aud with intent to evade tax. It is not
possible, however, to state whether in all circamses the
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Company would be entitled to the benefit of thedief provisions. For example, if the Company failsatisfy the gross income tests because
non-qualifying income that the Company intentiopaticurs exceeds the limits on such income, thed®8d conclude that the Company's
failure to satisfy the tests was not due to reasleneause. As discussed above in " -- Federal lecbaxation of the Company," even if these
relief provisions apply, a tax would be imposedhwitspect to the excess net income. No similagatitin provision provides relief if the
Company fails the 30% income test, and in such,¢heeCompany would cease to qualify as a REIT.

ASSET TESTS. At the close of each quarter of itsltde year, the Company also must satisfy thras tekating to the nature and
diversification of its assets. First, at least 76Pthe value of the Company's total assets musepesented by real estate assets, including
shares in other REITS, cash, cash items and gowrnsecurities. Second, no more than 25% of thepgaogis total assets may be
represented by securities other than those inib& &set class. Third, of the investments includéke 25% asset class, the value of any one
issuer's securities owned by the Company may re#ezk5% of the value of the Company's total asaetsthe Company may not own more
than 10% of any one issuer's outstanding votingriees.

The 5% test must generally be met for any quanterhiich the Company acquires securities of an isgtraus, this requirement must be
satisfied not only on the date on which the Compastuired the securities of the Service Compabigisalso each time the Company
increases its ownership of their respective sdesr{tncluding as a result of increasing its inseie the Operating Partnership as limited
partners exercise their redemption rights). AltHotlte Company plans to take steps to ensure thatisffies the 5% value test for any quarter
with respect to which retesting is to occur, theaa be no assurance that such steps will alwagsidmessful or will not require a reduction in
the Company's overall interest in either of thevi8erCompanies.

The Operating Partnership owns 100% of the nongattock and 1% of the voting stock of each of teevi8e Companies, and by virtue of
ownership of Units, the Company will be considet@dwn its pro rata share of such stock. See "Ttia@any and the Operating
Partnership”. Neither the Company nor the Operd®adnership, however, will own more than 1% of\tbéng securities of either of the
Service Companies. In addition, the Company anskitsor management do not believe that the Comp@ng'rata share of the value of the
securities of either of the Service Companies ed&&86 of the total value of the Company's asséis.Jompany's belief is based in part
upon its analysis of the estimated value of theisies of each of the Service Companies ownechbyQperating Partnership relative to the
estimated value of the other assets owned by tlegafipg Partnership. No independent appraisalsbeilbbtained to support this conclusion,
and Smith Helms Mulliss & Moore, L.L.P., in rendwgiits opinion as to the qualification of the Compas a REIT, is relying on the
conclusions of the Company and its senior manageageto the value of the securities of each of3be/ice Companies. There can be no
assurance, however, that the IRS might not contteaicthe value of such securities held by the Camgthrough the Operating Partnership)
exceeds the 5% value limitation.

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

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

income" (computed without regard to the dividend&dmleduction and the Company's capital gain) @&n85% of the net income, if any,
from foreclosure property in excess of the spedeialon income from foreclosure property, minustfi® sum of certain items of non-cash
income. Such distributions must be paid in the héexgear to which they relate, or in the followitagxable year, if declared before the
Company timely files its Federal income tax rettonsuch year and if paid on or before the firgfular dividend payment after such
declaration. Even if the Company satisfies
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the foregoing distribution requirements, to theeexthat the Company does not distribute all ohé@scapital gain or "REIT taxable income"
as adjusted, it will be subject to tax thereoregutar capital gains or ordinary corporate taxgafeirthermore, if the Company should fail to
distribute during each calendar year at leasttine af (a) 85% of its ordinary income for that year,

(b) 95% of its capital gain net income for thatiyaad (c) any undistributed taxable income fronoipperiods, the Company would be subject
to a 4% excise tax on the excess of such requistdhdition over the amounts actually distributedaddition, during its Recognition Period,

if the Company disposes of any asset subject t8thile In Gain Rules, the Company will be required, punéta guidance issued by the IF

to distribute at least 95% of the Built-In Gaintéaftax), if any, recognized on the dispositiorthef asset.

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

It is expected that the Company's REIT taxablenmeavill be less than its cash flow due to the allose of depreciation and other non-cash
charges in computing REIT taxable income. Accorljinthe Company anticipates that it will generdigve sufficient cash or liquid assets to
enable it to satisfy the 95% distribution requirendt is possible, however, that the Company, ftone to time, may not have sufficient c:
or other liquid assets to meet the 95% distribut@guirement or to distribute such greater amoamhay be necessary to avoid income and
excise taxation, due to timing differences between

(i) the actual receipt of income and the actuahpanyt of deductible expenses and (ii) the inclusibsuch income and the deduction of such
expenses in arriving at taxable income of the Caompar as a result of nondeductible cash experelitauch as principal amortization or
capital expenditures in excess of noncash dedigctiarthe event that such timing differences octhe,Company may find it necessary to
arrange for borrowings or, if possible, pay taxatteck dividends in order to meet the distributiequirement.

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

FAILURE TO QUALIFY

If the Company fails to qualify for taxation as &IR in any taxable year and the relief provisionsndt apply, the Company will be subjec
tax (including any applicable alternative minimuaton its taxable income at regular corporatestddéstributions to shareholders in any
year in which the Company fails to qualify will ne¢ deductible by the Company nor will they be memfito be made. In such event, to
extent of current or accumulated earnings and tstddll distributions to stockholders will be dieitds, taxable as ordinary income, except
that, subject to certain limitations of the Coderporate distributees may be eligible for the dividsreceived deduction. Unless the Comg.

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

TAXATION OF U.S. STOCKHOLDERS

As used herein, the term "U.S. Stockholder" meamsl@er of Common Stock that (for Federal incomeparposes) (a) is a citizen or resic
of the United States, (b) is a corporation, paghigr or other entity created or organized in oraritie laws of the United States or of any
political subdivision thereof or (c) is an estatdrast, the income of which is subject to Fed@rabme taxation regardless of its source. For
any taxable year for which the Company qualifiestéxation as a REIT, amounts distributed to tagdhlS. Stockholders will be taxed as
discussed below.
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DISTRIBUTIONS GENERALLY. Distributions to U.S. Stkholders, other than capital gain dividends diseddselow, will constitute
dividends up to the amount of the Company's cumeatccumulated earnings and profits and, to tkizng, will be taxable to the stockhold
as ordinary income. These distributions are ngildk for the dividends-received deduction for aogiions. To the extent that the Company
makes a distribution in excess of its current @uatulated earnings and profits, the distributioh e treated first as a tax-free return of
capital, reducing the tax basis in the U.S. Stoldkdits Common Stock, and the distribution in exadssuch basis will be taxable as gain
realized from the sale of its Common Stock. Dividedeclared by the Company in October, Novemb&eaember of any year payable to a
stockholder of record on a specified date in arghsuonth shall be treated as both paid by the Cagnpad received by the stockholders on
December 31 of the year, provided that the dividear@ actually paid by the Company during Januftigeofollowing calendar year.
Stockholders are not allowed to include on theindvederal income tax returns any tax losses o€trapany.

The Company will be treated as having sufficiemhggys and profits to treat as a dividend any itistion by the Company up to the amount
required to be distributed in order to avoid impiosi of the 4% excise tax discussed in " -- Federadme Taxation of the Company" above.
Moreover, any "deficiency dividend" will be treatad an ordinary or capital gain dividend, as tteeaaay be, regardless of the Company's
earnings and profits. As a result, stockholders beyequired to treat certain distributions thatildatherwise result in a tax-free return of
capital as taxable dividends.

CAPITAL GAIN DISTRIBUTIONS. Distributions to U.S.t8ckholders that are properly designated by the @2om as capital gain
distributions will be treated as long-term capgains (to the extent they do not exceed the Compaayual net capital gain) for the taxable
year without regard to the period for which thecktwlder has held his stock. However, corporatekstolders may be required to treat uj
20% of certain capital gain dividends as ordinaigoime. Capital gain dividends are not eligibletfer dividends-received deduction for
corporations.

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

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

TREATMENT OF TAX-EXEMPT STOCKHOLDERS. Distributiorfsom the Company to a tax-exempt employee pensimt or other
domestic tax-exempt shareholder generally willgmtstitute "unrelated business taxable income" TUBunless the stockholder has
borrowed to acquire or carry its Common Stock. @iedl trusts that hold more than 10% (by value}haf shares of certain REITs may be
required to treat a certain percentage of suchld@'RHEistributions as UBTI. This requirement wipgay only if (i) the REIT would not qualif
as such for Federal income tax purposes but foapipdication of a "look-through" exception to tligefor fewer requirement applicable to
shares held by qualified trusts and (ii) the RETpgredominantly held" by qualified trusts. A REETpredominantly held if either (i) a single
qualified trust holds more than 25% by value of REEIT interests or (ii) one or more qualified tsjstach owning more than 10% by value of
the REIT interests, hold in the aggregate more 8@ of the REIT interests. The percentage of aByTRlividend treated as UBTI is equal
to the ratio of (a) the UBTI earned by the REIB#ting the REIT as if it were a qualified trust dhdrefore subject to tax on UBTI) to (b) the
total gross income (less certain associated expepn$¢he REIT. A de minimis exception applies wehdhe ratio set forth in the preceding
sentence is less than 5% for any year. For thegmpes, a qualified trust is any trust describefdntion 401 (a) of the Code and exempt
from tax under Section 501(a) of the Code. The igiomns requiring qualified trusts to treat a pantimf REIT distributions as UBTI will not
apply if the REIT is able to satisfy the five onfer requirement without relying upon the "look-thgh" exception. The restrictions on
ownership of Common Stock in the Articles of Inamnation generally will prevent
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application of the provisions treating a portiorREIT distributions as UBTI to tax-exempt entitiggrchasing Common Stock, absent a
waiver of the restrictions by the Board of Direstor

SPECIAL TAX CONSIDERATIONS FOR NON-U.S. STOCKHOLDERS

The rules governing United States income taxatfamoa-resident alien individuals, foreign corpooats, foreign partnerships and foreign
trusts and estates (collectively, "Non-U.S. Stodt#tbis") are complex, and the following discussi®@imiended only as a summary of these
rules. Prospective Non-U.S. Stockholders shoulaalbnvith their own tax advisors to determine timpact of Federal, state and local income
tax laws on an investment in the Company, inclug@ing reporting requirements.

In general, Non-U.S. Stockholders will be subjeatdgular Federal income tax with respect to tiiestment in the Company if the
investment is "effectively connected" with the NOrs. Stockholder's conduct of a trade or businedse United States. A corporate Non-
U.S. Stockholder that receives income that isgdrdated as) effectively connected with a U.Sletrar business may also be subject to the
branch profits tax under Section 884 of the Codackvis payable in addition to regular United Séafederal corporate income tax. The
following discussion will apply to Non-U.S. Stockters whose investment in the Company is not secéffely connected.

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

it is made out of current or accumulated earnimgb@ofits. Generally, any ordinary income dividemidl be subject to a Federal income tax
equal to 30% of the gross amount of the divideridamthis tax is reduced by an applicable taxyre&ich a distribution in excess of the
Company's earnings and profits will be treated &issa return of capital that will reduce a Non-US®ckholder's basis in its Common Stock
(but not below zero) and then as gain from theafigfpn of such shares, the tax treatment of wiiadescribed under the rules discussed
below with respect to dispositions of Common Stock.

Distributions by the Company that are attributablgain from the sale or exchange of a United Stegtal property interest will be taxed to a
Non-U.S. Stockholder under the Foreign InvestmentaalfProperty Tax Act of 1980 ("FIRPTA"). Under FIR®, such distributions are
taxed to a Non-U.S. Stockholder as if the distiimg were gains "effectively connected” with a @diStates trade or business. Accordingly,
a Non-U.S. Stockholder will be taxed at the noroaglital gain rates applicable to a U.S. Stockho(gebject to any applicable alternative
minimum tax and a special alternative minimum takhie case of non-resident alien individuals).

Although tax treaties may reduce the Company'shwittfing obligations, the Company generally willfreguired to withhold from
distributions to Non-U.S. Stockholders, and remitite IRS, (i) 35% of designated capital gain davids (or, if greater, 35% of the amount of
any distributions that could be designated as abgéin dividends) and (ii) 30% of ordinary dividEnpaid out of earnings and profits. In
addition, if the Company designates prior distiitbos$ as capital gain dividends, subsequent digtdbs, up to the amount of such prior
distributions, will be treated as capital gain damds for purposes of withholding. A distributionexcess of the Company's earnings and
profits will be subject to 30% dividend withholding the amount of tax withheld by the Company wiglspect to a distribution to a Non-U.S.
Stockholder exceeds the stockholder's United Statel&ability with respect to such distributiomet Non-U.S. Stockholder may file for a
refund of such excess from the IRS.

Unless the Common Stock constitutes a "United Stegal property interest" within the meaning of PIR\, a sale of Common Stock by a
Non-U.S. Stockholder generally will not be subjecEederal income taxation. The Common Stock will gmistitute a United States real
property interest if the Company is a "domesticatiytrolled REIT." A domestically controlled REIF @ REIT in which at all times during a
specified testing period less than 50% in valuiiso$hares is held directly or indirectly by NonSJStockholders. It is currently anticipated
that the Company will be a domestically controlREIT and therefore that the sale of Common Stodknet be subject to taxation under
FIRPTA. However, because the Common Stock will bleliply traded, no assurance can be given thaCtirapany will continue to be a
domestically controlled REIT. Notwithstanding tleedigoing, capital gains not subject to FIRPTA W#éltaxable to a Nob-S. Stockholder i
the Non-U.S. Stockholder is a non-resident aliglividual who is
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present in the United States for 183 days or maringd the taxable year and certain other conditamysly, in which case the non-resident
alien individual will be subject to a 30% tax ors lor her U.S. source capital gains. If the Compaese not a domestically controlled REIT,
whether a Non-U.S. Stockholder's sale of CommonkSimuld be subject to tax under FIRPTA as a shieWnited States real property
interest would depend on whether the Common Staale iregularly traded"” on an established secunitiagket (such as the New York Stock
Exchange) on which the Common Stock will be listed on the size of the selling stockholder's istieirethe Company. If the gain on the
sale of Common Stock were subject to taxation uRtlRPTA, the Non-U.S. Stockholder would be subjedhe same treatment as a U.S.
Stockholder with respect to the gain (subject toliapble alternative minimum tax and a specialraliéive minimum tax in the case of non-
resident alien individuals). In addition, distrilarts that are treated as gain from the disposidfod@ommon Stock and that are subject to tax
under FIRPTA also may be subject to a 30% branofitpgax when made to a foreign corporate stocképttiat is not entitled to either a
reduced rate or an exemption under a treaty. Ireaent, a purchaser of Common Stock from a Non-Bt&ckholder will not be required to
withhold under FIRPTA on the purchase price if pfopechased Common Stock is "regularly traded" opstablished securities market or if
the Company is a domestically controlled REIT. @#hse, under FIRPTA the purchaser of Common Stocinfa NonW.S. Stockholder ma
be required to withhold 10% of the purchase priveé @emit this amount to the IRS.

INFORMATION REPORTING REQUIREMENTSAND BACKUP WITHHOLDING TAX

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

(i) furnishes an incorrect TIN, (iii) is notifieby the IRS that he or she has failed to report @rggpayments of interest and dividends or is
otherwise subject to backup withholding or (iv) endertain circumstances, fails to certify, undenglties of perjury, that he or she has
furnished a correct TIN and (a) that he or shertwadeen notified by the IRS that he or she isextthp backup withholding for failure to
report interest and dividend payments or (b) tleadhshe has been notified by the IRS that he ®issho longer subject to backup
withholding. Backup withholding will not apply wittespect to payments made to certain exempt redfpisuch as corporations and tax-
exempt organizations.

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

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

TAX ASPECTS OF THE OPERATING PARTNERSHIP

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

ENTITY CLASSIFICATION. The Company's interest iret@perating Partnership involves special tax camaiibns, including the
possibility of a challenge by the IRS of the staifithe Operating Partnership as a partnershipgassed to an association taxable as a
corporation) for Federal income tax purposes.édf th
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Operating Partnership is treated as an associdtimould be taxable as a corporation and theresatgect to an entitjevel tax on its income
In such a situation, the character of the Compaagsets and items of gross income would changehwinbuld prevent the Company from
qualifying as a REIT. See " -- Failure to QualiBtiove for a discussion of the effect of the Comjsafaylure to meet such tests for a taxable
year. In addition, any change in the Operatingrieaship's status for tax purposes might be tremtesitaxable event in which case
Company might incur a tax liability without any atd cash distributions.

An organization formed as a partnership will batee as a partnership for Federal income tax pespeher than as a corporation only if it
has no more than two of the four corporate chariatits that the Treasury Regulations use to dislish a partnership from a corporation for
tax purposes. These four characteristics are (imaity of life, (ii) centralization of managemefiii) limited liability and (iv) free
transferability of interests. The Operating Parsh@y has not requested, and does not intend t@sgga ruling from the IRS that it will be
treated as a partnership for Federal income tapga@s. Instead, in connection with the filing af Registration Statement of which this
Prospectus is a part, Smith Helms Mulliss & Modr&,.P. has delivered its opinion dated June 3, 1i@9®e effect that based on the
provisions of the Operating Partnership's partripragreement (the "Partnership Agreement"), cefetual assumptions and certain
representations described in the opinion, the Qipgr&artnership will be treated as a partnershig-ederal income tax purposes. Smith
Helms Mulliss & Moore, L.L.P. undertakes no obligatto update this opinion subsequent to such datéke a private letter ruling, an
opinion of counsel is not binding on the IRS, andassurance can be given that the IRS will notlehgé the status of the Operating
Partnership as a partnership for Federal incomeuagoses.

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

Section 704(c) of the Code.

In general, the partners who have contributed paship interests in the Properties to the Opera&iagnership (the "Contributing Partners™)
will be allocated lower amounts of depreciation ulgbns for tax purposes than such deductions whelfl determined on a pro rata basis
addition, in the event of the disposition of anytied contributed assets (including the Propertigsth have a Book-Tax Difference, all
income attributable to such Book-Tax Differencel génerally be allocated to the Contributing Pardpand the Company will generally be
allocated only its share of capital gains attriblgao appreciation, if any, occurring after thesthg of any offering of Securities. This will
tend to eliminate the Bookax Difference over the life of the Operating Parghip. However, the special allocation rules afti®a 704(c) d«
not always entirely eliminate the Book-Tax Diffecernon an annual basis or with respect to a spdaif@ble transaction such a sale. Thus, the
carryover basis of the contributed assets in tmelfiaf the Operating Partnership will cause the gamy to be allocated lower depreciation
and other deductions, and possibly amounts of texiabome in the event of a sale of such contrithatesets in excess of the economic or
book income allocated to it as a result of such.SHhis may cause the Company to recognize taxatdene in excess of cash proceeds,
which might adversely affect the Company's abtlityomply with the REIT distribution requiremenBee " --Requirements for Qualificatic
-- ANNUAL DISTRIBUTION REQUIREMENTS."

Treasury Regulations under Section 704(c) of thedeQarovide partnerships with a choice of severahous of accounting for Book-Tax
Differences, including retention of the "traditiémaethod" under current law, or the election oftaier methods which would permit any
distortions caused by a Bodkax Difference to be entirely rectified on an arriesis or with respect to a specific taxable taatisn such as
sale. The Operating Partnership and the Compang tietermined to use the "traditional method" for
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accounting for Book-Tax Differences with respecttte Properties contributed to the Partnershipa Assult of such determination,
distributions to shareholders will be comprised afreater portion of taxable income rather thagtarn of capital. The Operating Partnership
and the Company have not determined which of tteeradtive methods of accounting for Bodlx Differences will be elected with respec
Properties contributed to the Partnership in theréu

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

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

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

SALE OF THE PROPERTIES. The Company's share of gaihized by the Operating Partnership on the cladey property held by the
Operating Partnership as inventory or other propeetd primarily for sale to customers in the oedincourse of the Operating Partnership's
trade or business will be treated as income frquro&ibited transaction that is subject to a 100%afig tax. See " -Federal Income Taxatic

of the Company -- INCOME TESTS." Such prohibiteghsaction income may also have an adverse effect thig Company's ability to
satisfy the income tests for qualification as a REInder existing law, whether property is heldragntory or primarily for sale to custome

in the ordinary course of the Operating Partnetshipde or business is a question of fact tha¢ég on all the facts and circumstances with
respect to the particular transaction. The Opegd®artnership intends to hold the Properties feestment with a view to long-term
appreciation, to engage in the business of acauidaveloping, owning, and operating the Prope(tesl other properties) and to make such
occasional sales of the Properties, including perigl land, as are consistent with the OperatimtnBship's investment objectives.

OTHER TAX CONSIDERATIONS

FEDERAL TAX ASPECTS OF THE CROCKER ACQUISITION. Uadthe terms of the Merger Agreement, Cedar ActjaisiCorporation
("Cedar"), a newly formed subsidiary of Highwoodd] merge into Crocker with Highwoods becoming gwe stockholder of Crocker.
Highwoods intends to contribute the shares of comstock of Crocker to the Operating Partnershigxichange for limited partnership
interests therein. As a result, Crocker would bez@nsubsidiary of the Operating Partnership. Exfaeghe Federal and state income taxes
that might be payable upon the distribution of @ierassets which will be distributed directly odiiectly to the stockholders of Crocker prior
to the Merger (the "Excluded Assets"), which taaesto be reimbursed to Crocker by the distribsteekholders, the Merger has been
structured to defer any tax recognition to CrocKeraccomplish this, the Company intends to main@Griocker's separate status as an
operating REIT. To maintain Crocker's REIT staths, Company intends to cause Crocker to sell acserfit amount of common stock to at
least 110 individuals to enable Crocker to meetdisefor qualification of a REIT under Section 895) of the Code. The aggregate amount
of common stock to be issued to such minority dtotders is not expected to exceed 1.0% of the yag@iCrocker.
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The Merger is a taxable purchase of 100% of thetantling stock of Crocker, which will be taxablahe selling stockholders of Crocker &
except as described below relative to the Exclulieskts, will not be taxable at the Crocker corpomatsubsidiary level. The Company's tax
basis in its Crocker stock will be equal to thataiash it pays in the Merger for the Crocker statlick options and warrants. No gain or loss
will result to the Company from the Merger. Follogithe Merger, the Company will transfer all of #teck of Crocker to the Operating
Partnership in exchange for Units and the settlémicertain intercompany indebtedness that wad tséinance the Merger. This
transaction will be a nontaxable transfer of prop&y a partnership in exchange for ownership ggts in the partnership. The Company's tax
basis in the Units so acquired will be equal tdatsbasis in the Crocker stock transferred toQperating Partnership and no gain or loss
should be realized by Crocker, the Company or ther&ting Partnership as a result of this transactio

The Company expects Crocker at all times to maintaistatus as a REIT and to continue to be orgainand operated so as to maintain its
qualification as a REIT. Since the ownership of&&er stock by the Operating Partnership is considlés be the ownership of a real estate
asset for purposes of the REIT qualification tesis since distributions received from a REIT amine included in both the 95% and 75%
income tests of Code Sections 856(c)(2) and

(3), the Company's qualification as a REIT showtlbe affected by the acquisition and ownershi@maicker. If, however, Crocker fails to
qualify as a REIT for any reason while its shamescavned by the Company or the Operating Partngrgie Company will no longer qualify
as a REIT and the Company would be taxed as iéreva domestic corporation and its stockholderdavioe taxed in the same manner as
stockholders of ordinary corporations. In that éyre Company could be subject to potentially Bigant tax liabilities and, therefore, the
amount of cash available for distribution to itscktholders would be substantially reduced or elated.

The Company believes, and Crocker has represemi¢,ccbommencing with Crocker's taxable year endecebhber 31, 1995, Crocker has
operated in such a manner so as to meet the Cqdeements for qualification as a REIT. Crockensiication as a REIT is a condition to
the Company's obligation to consummate the Merger.

SERVICE COMPANIES. A portion of the amounts to [sed to fund distributions to stockholders is expédb come from the Operating
Partnership from distributions on stock of the & ompanies held by the Operating PartnershifihBieof the Service Companies will
qualify as a REIT, and the Service Companies vaill pederal, state and local income taxes on thgatiie incomes at normal corporate re
Any Federal, state or local income taxes that #wiSe Companies are required to pay will redueectish available for distribution by the
Company to its stockholders.

As described above, the value of the securitiesach of the Service Companies held by the Compangat exceed 5% of the value of the
Company's assets at a time when a Unit holderaiOgperating Partnership exercises his or her redempght (or the Company otherwise is
considered to acquire additional securities ofegithf the Service Companies). See " -- Federalnmcdaxation of the Company.” This
limitation may restrict the ability of each of tBervice Companies to increase the size of its otisgebusiness unless the value of the assets
of the Company is increasing at a commensurate rate

STATE AND LOCAL TAX

The Company and its stockholders may be subjestiate and local tax in various states and localifiecluding those in which it or they
transact business, own property, or reside. Théréatment of the Company and the stockholderadh gurisdictions may differ from the
Federal income tax treatment described above. Qoesdly, prospective stockholders should conselir thwn tax advisors regarding the
effect of state and local tax laws on an investnirethie Common Stock of the Company.
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PLAN OF DISTRIBUTION

The Company and the Operating Partnership mayhsebecurities to one or more underwriters for jgputififering and sale by them or may
sell the Securities to investors directly or threagents. Any such underwriter or agent involvethaoffer and sale of the Securities will be
named in the applicable Prospectus Supplement.

Underwriters may offer and sell the Securities fixed price or prices, which may be changed, atgsrrelated to the prevailing market pri
at the time of sale or at negotiated prices. Thea@any and the Operating Partnership also may, fiom to time, authorize underwriters
acting as their agents to offer and sell the Seearupon the terms and conditions as are set fiotthe applicable Prospectus Supplement. In
connection with the sale of Securities, underwsiteay be deemed to have received compensationtfrei@ompany or the Operating
Partnership in the form of underwriting discount€ommissions and may also receive commissions frorohasers of Securities for whom
they may act as agent. Underwriters may sell Seéesitio or through dealers, and such dealers nwjve compensation in the form of
discounts, concessions or commissions from thenwriters and/or commissions from the purchasersvoom they may act as agent.

Any underwriting compensation paid by the Companthe Operating Partnership to underwriters or &ggnconnection with the offering of
Securities, and any discounts, concessions or cesionmis allowed by underwriters to participatinglelesa are set forth in the applicable
Prospectus Supplement. Underwriters, dealers agtagarticipating in the distribution of the Setieis may be deemed to be underwriters,
and any discounts and commissions received by #retany profit realized by them on resale of theuBtes may be deemed to be
underwriting discounts and commissions, under #neu8ties Act of 1933 (the "Securities Act"). Undeiters, dealers and agents may be
entitled, under agreements entered into with the@oy and the Operating Partnership, to indemrifinaagainst and contribution toward
certain civil liabilities, including liabilities wter the Securities Act.

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

Certain of the underwriters and their affiliatesynb@ customers of, engage in transactions withpamfbrm services for the Company and the
Operating Partnership in the ordinary course offiass.
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EXPERTS

The consolidated financial statements and scheaafutighwoods Properties, Inc., incorporated hetsimeference from the Company's
Annual Report (Form 10-K) for the year ended Decendi, 1995, the Combined Statement of Revenu€antdin Expenses of TBC
Parkway Plaza, Inc. for the year ended Decembet @4, incorporated herein by reference from then@any's Current Report on Fornkg-
dated December 18, 1995, the Combined Statemd¢wénue and Certain Expenses of the Acquired Piepdor the year ended December
31, 1994, incorporated herein by reference fromQbmpany's Current Report on Form 8-K, dated JAly1995 (as amended on Form 8-K/A
on September 6, 1995), the Combined Statement\ériRe and Certain Expenses of Research Commotisefgear ended December 31,
1994, incorporated herein by reference from the @amg's Current Report on Form 8-K, dated Febru@rni 295, the combined financial
statements and schedule of Eakin & Smith for ther yded December 31, 1995, incorporated by referfrom the Company's Current
Report on Form 8-K/A dated April 1, 1996 as amendedune 3, 1996 and June 18, 1996 and the Hiat@iemmary of Gross Income and
Direct Operating Expenses for certain propertieaehby Towermarc Corporation for the year endedeidoer 31, 1995, incorporated het
by reference from the Company's Current ReportamP8-K/A, dated April 29, 1996 as amended on Rrk996 and June 18, 1996 have
been audited by Ernst & Young LLP, independenttausli as set forth in their reports thereon inctutteerein and incorporated herein by
reference. Such financial statements are incorpdragrein by reference in reliance upon such regiven upon the authority of such firm as
experts in accounting and auditing.

The financial statements and schedule of Highwdamisyth Limited Partnership at December 31, 199bfanthe period June 14, 1994 to
December 31, 1994 and the year ended DecembeB83,ahd the combined financial statements of tlifhwoods Group at December 31,
1993 and for the period January 1, 1994 to Juné9%4 and the year ended December 31, 1993 appearihis Prospectus and Registration
Statement have been audited by Ernst & Young Lhéependent auditors, as set forth in their regbaseon appearing elsewhere herein and
in the Registration Statement, and are includeéliance upon such reports given upon the authofiguch firm as experts in accounting and
auditing.

The combined financial statements and the schexfukmal estate and accumulated depreciation offthieyth Group, incorporated herein by
reference from the Company's Current Report on F#) dated February 10, 1995, have been auditdddbgitte & Touche LLP,
independent auditors, as set forth in their reffmteon included therein and incorporated hereirebgrence. Such financial statements are
incorporated herein by reference in reliance upat seport given upon the authority of such firneaperts in accounting and auditing.

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

& Sons, Inc. as of December 31, 1994 and for tlee ffeen ended, and the financial statements ofkeérdRealty Investors, Inc. as of
December 31, 1994 and 1993, and for the two yeatesceDecember 31, 1994, have been incorporatethisreeference from the
Company's Current Report on Form 8-K/A dated Ap@il 1996 as amended on June 3, 1996 and Juned@,ihFeliance upon the reports of
KPMG Peat Marwick LLP, independent certified puldzxountants, appearing elsewhere incorporatedfbyence herein, and upon the
authority of said firm as experts in accounting anditing.

The combined financial statements of SoutheasttiR€alrp., AP Southeast Portfolio Partners, L.P. ARdFontaine Il Partners, L.P. as of
December 31, 1994 and for the year ended Decenihd984, and the financial statements of AP FoetHinPartners, L.P. for the period
from October 28, 1993 (date of inception) througitc®mber 31, 1993 incorporated herein by referemmee the Company's Current Report
Form 8-K/A dated April 29, 1996 as amended on Rr996 and June 18, 1996, have been audited mjt@et: Touche LLP, independent
auditors, as set forth in their reports thereoiuithed therein and incorporated herein by refereamckare included in reliance upon the reports
of such firm given upon their authority as expémtaccounting and auditing.

The financial statements of AP Southeast Portfeaatners, L.P. for the period from its date of ptaen (November 17, 1993) through
December 31, 1993 incorporated herein by referémooe the Company's Current Report on Form 8-K/Aedapril 29, 1996 as amended on
June 3, 1996 and June 18, 1996,
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have been so included in reliance on the reporiicgé Waterhouse LLP, independent accountantengiw the authority of said firm as
experts in auditing and accounting.

LEGAL MATTERS

The validity of the Securities offered hereby isnlggpassed upon for the Company and the Operaanmétship by Smith Helms Mulliss &
Moore, L.L.P., Raleigh, North Carolina. Certaindégatters will be passed upon for any underwrjtgeslers or agents by Andrews & Kurth
L.L.P., Washington, D.C.

In addition, the description of Federal income ¢arsequences contained in this Prospectus entitkdkral Income Tax Considerations" is
based upon the opinion of Smith Helms Mulliss & Mad_.L.P.

Smith Helms Mulliss & Moore, L.L.P. and Andrews &Kh L.L.P. may rely as to matters of Maryland lamthe opinion of Piper &
Marbury L.L.P., Baltimore, Maryland.
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No individual has been authorized to give any infation or make any representations not containéacorporated by reference in t
Prospectus Supplement and the accompanying Prosgaatonnection with the offer made by this Prasge Supplement and the
accompanying Prospectus. If given or made, suarnmdtion or representations must not be relied w@gsohaving been authorized by the
Company. This Prospectus Supplement and the aceoimgaProspectus do not constitute an offer tq selh solicitation of an offer to buy,
any of the securities covered by this Prospectyp®ment and the accompanying Prospectus in aisdjation where, or to any person to
whom, it is unlawful to make such offer or solitité. Neither the delivery of this Prospectus Sepptnt and the accompanying Prospectus
nor any sale made hereunder shall, under any cstanoes, create an implication that there hasew bny change in the facts set forth in
this Prospectus Supplement and the accompanyirgp&ctus or in the affairs of the Company sincedtite hereof.
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