CALCULATION OF REGISTRATION FEE

Filed Pursuant to Rule 424(b)(2
Registration No. 33317213«

Proposed Maximum

Aggregate Amount of
Title of Securities to be Registered Offering Price Registration Fee®
Common Stock $150,000,000 $ 20,46(

@

Calculated pursuant to Rule 457(c) of the 8#dea Act of 1933, as amended.




PROSPECTUS SUPPLEMENT
(To prospectus dated February 9, 2011)

$150,000,000

wiHighwoods

PR D P E AT I A S

Common Stock

We have entered into separate equity distributgre@ments with Wells Fargo Securities, LLC, BB&Tp@al Markets, a division of
BB&T Securities, LLC, Comerica Securities, Incffddges LLC and Piper Jaffray & Co., each a salgsnh and collectively the sales agents,
relating to shares of our common stock offeredhiy prospectus supplement and the accompanyingégchss. In accordance with the terms
of the equity distribution agreements, we may offled sell shares of common stock having an aggreaftering price of up to $150 million
from time to time through or to the sales agents.

Our common stock is listed on the New York Stockliange (“NYSE”) under the symbol “HIW.” On April 38013, the closing
price of our common stock on the NYSE was $41.0%pare.

Sales of the shares of our common stock, if angleuthis prospectus supplement and the accompapyaspectus may be made by
means of ordinary brokers' transactions on the N¥S&herwise at market prices prevailing at theetof sale, at prices related to prevailing
market prices or at negotiated prices. Subjedteaderms and conditions of the equity distributagmeements, each sales agent will use its
commercially reasonable efforts consistent witmidsmal trading and sales practices to sell thenrsomstock on our behalf. Our common
stock to which this prospectus supplement relai#des sold through only one sales agent on angmigday.

Each sales agent will receive from us a commissipral to 1.5% of the gross sales price of all shaotd through it as sales agent
under the applicable equity distribution agreemémider the terms of the equity distribution agreetsewe may also sell our common stock
to each of the sales agents, as principal fonits @spective account, at a price agreed uporedtrite of sale. If we sell our common stocl
any sales agent as principal, we will enter ins@parate terms agreement with the sales agemgstettth the terms of such transaction, and
we will describe the agreement in a separate povgpesupplement or pricing supplement.

Investing in our common stock involves risks. Befar investing in our common stock, you should carefiyl read and consider
the information under “Risk Factors” beginning on page S-1 of this prospectus supplement.

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

Wells Fargo Securities
BB&T Capital Markets
Comerica Securities
Jefferies
Piper Jaffray

The date of this prospectus supplement is May 1320
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first part is firospectus supplement, which describes ceraing of this offering and other
matters relating to us. The second part, the acaogipg prospectus, gives more general informatmuaour company and securities we
may offer from time to time, some of which does apply to any offering hereunder. It is importamt you to read and consider all
information contained in this prospectus supplenieat accompanying prospectus and the informatioarporated by reference herein and
therein before making your investment decision. ¥bauld also read and consider the informatioméndocuments we have referred you to
in “Where You Can Find More Information.” The infoation incorporated by reference is consideredgfahis prospectus supplement and
the accompanying prospectus, and information ver fdé with the Securities and Exchange Commis$i&fEC”) may automatically update
and supersede this information.

To the extent any inconsistency or conflict exissveen the information included or incorporateddference in this prospectus
supplement and the information included in the agzanying prospectus, the information included opiporated by reference in this
prospectus supplement updates and supersededdimation in the accompanying prospectus.

You should rely only on the information containegdraorporated by reference in this prospectus lupent and the accompanying
prospectus and any written communication from uhersales agents specifying the final terms ofaffaring. We have not authorized
anyone else to provide you with additional or difet information. If anyone provides you with adghial or different information, you shot
not rely on it. We are not, and the sales agertsiat, making an offer to sell these securitieann jurisdiction where the offer or sale of th
securities is not permitted. You should assumettiainformation appearing in this prospectus seimgint and the accompanying prospectus,
as well as information we previously filed with t8&C and incorporated by reference, is only acewsatof the date of the front cover of this
prospectus supplement or accompanying prospectas af the date given in the incorporated docunsngpplicable. Our business, financial
condition, liquidity, results of operations and gpects may have changed since that date.

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus supplement, the accompanying pcaspand the information incorporated by referentethis prospectus
supplement and the accompanying prospectus coceatiain “forward-looking statements” within the mézy of the Private Securities
Litigation Reform Act of 1995, Section 27A of thecirities Act of 1933, as amended (the “SecuriietS), and Section 21E of the Securit
Exchange Act of 1934, as amended (the “Exchang®d.Auich statements include, in particular, stateimi@bout our plans, strategies and
prospects. You can identify forward-looking stateiseby our use of forward-looking terminology swash*may,” “will,” “expect,”

“anticipate,” “estimate,” “continue” or other sirail words. Although we believe that our plans, ititets and expectations reflected in or
suggested by such forward-looking statements asoreable, we cannot assure you that our plansitioms or expectations will be achieved.
When considering such forwatdeking statements, you should keep in mind thi¥zghg important factors that could cause our aatesults
to differ materially from those contained in anyviard-looking statement:

» the financial condition of our customers could derate

* we may not be able to lease or release secametgiéon space, defined as previously occupiedesiiat becomes available for
lease, quickly or on as favorable terms as oldelgas

e we may not be able to lease our newly constructéldibgs as quickly or on as favorable terms agipailly anticipatec

* we may not be able to complete development, iaitiun, reinvestment, disposition or joint ventym®jects as quickly or on as
favorable terms as anticipated,;

« development activity by our competitors in ouisting markets could result in an excessive supplyffice, industrial and retail
properties relative to customer demand;

» our markets may suffer declines in economic grc
e unanticipated increases in interest rates coullct@se our debt service co

e unanticipated increases in operating expenses cagdtively impact our operating rest
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* we may not be able to meet our liquidity requiemts or obtain capital on favorable terms to fandworking capital needs and
growth initiatives or to repay or refinance outstisng debt upon maturity; and

» we could lose key executive office

This list of risks and uncertainties, however,as intended to be exhaustive. You should also revie other cautionary statements

we make under “Risk Factors” in this prospectusperpent, as such risk factors may be amended, egdatmodified periodically in our
reports filed with the SEC.

Given these uncertainties, you should not placeiemdliance on forward-looking statements. We utadterno obligation to publicly

release the results of any revisions to these fahl@oking statements to reflect any future evamtsircumstances or to reflect the occurrence
of unanticipated events.
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HIGHWOODS PROPERTIES, INC.

We are a fully-integrated, self-administered arlfire@anaged equity real estate investment trust (TREhat provides leasing,
management, development, construction and othéories-related services for our properties andHodtparties. We conduct virtually all of
our activities through our operating partnershighwoods Realty Limited Partnership, and are ite general partner.

At March 31, 2013, we wholly owned 303 in-servidBoe, industrial and retail properties, comprisigproximately 30.1 million
square feet; 649 acres of undeveloped land suifabfature development; and two office developmeamiperties. In addition, at March 31,
2013, we owned interests (50.0% or less) in 3leimise office properties, a rental residential depment property and 11 acres of
undeveloped land suitable for future developmehictvincludes a 12.5% interest in a 261,000 sqfaareoffice property directly owned by
us.

At March 31, 2013, we owned all of the preferredipership interests in our operating partnershig @5 7% of the common
partnership interests in our operating partnerdtimpited partners (including one of our officersdamvo of our directors) own the remaining
common partnership interests.

We were incorporated in Maryland in 1994. Our opegapartnership was formed in North Carolina ir2490ur executive offices
are located at 3100 Smoketree Court, Suite 60@igtalNorth Carolina 27604 and our telephone nurih€d19) 872-4924. We are based in
Raleigh, North Carolina, and our properties ancettgyment land are located in Florida, Georgia, Bliss North Carolina, Pennsylvania,
South Carolina, Tennessee and Virginia.

Additional information regarding our company is &®th in documents on file with the SEC and inagied by reference in this
prospectus supplement and the accompanying praspect described below under the sections entiflégbre You Can Find More
Information” and “Incorporation of Certain Documsiiity Reference.”

RISK FACTORS

Investing in our common stock involves a high degsérisk. You should carefully consider the risktors described in our Annt
Report on Form 10-K for the year ended DecembeRB12, as such risk factors may be amended, updatesbdified periodically in our
reports filed with the SEC, as well as other infation set forth in this prospectus supplementatt@mpanying prospectus and the
documents incorporated by reference herein aneithbefore making an investment decision with respour common stock. Additional
risks and uncertainties not currently known to uthat we currently deem to be immaterial may abtsterially adversely affect us. The risks
described could affect our business, financial @@wor results of operations. In such a case, yaty lose all or part of your original
investment. Please also refer to the section edtiDisclosure Regarding Forward-Looking Stateménts
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USE OF PROCEEDS

We intend to use the net proceeds from the saleecshares that we may offer under this prospextpplement and the
accompanying prospectus, after deducting commissiod estimated offering expenses, to fund aceprisibind development, repay or
repurchase outstanding debt (including amountdanding from time to time under our revolving ctddcility) and preferred stock and for
working capital and other general corporate purpose

As of April 19, 2013, we had approximately $94.8liom outstanding under our revolving credit fatgiland $0.1 million of
outstanding letters of credit, which bear inteedtIBOR plus 150 basis points. The proceeds frloenbiorrowings under our revolving credit
facility were used for working capital and othengeal corporate purposes. Our revolving credititgainatures on July 27, 2015, with an
option to extend the maturity date for one addaigrear, subject to certain terms and conditions.

Affiliates of Wells Fargo Securities, LLC, BB&T Cuipl Markets, a division of BB&T Securities, LLCnd Comerica Securities, Ir
are lenders under our revolving credit facilitywlé use a portion of the net proceeds to repaytandsg indebtedness under our revolving
credit facility, these lenders will receive a portiof the net proceeds from this offering througé tepayment of borrowings under the credit
facility. Please read “Plan of Distribution.”
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ADDITIONAL MATERIAL FEDERAL INCOME TAX CONSIDERATIO NS

The following is a summary of certain additionaddeal income tax considerations with respect tootlirership of our shares of
common stock. This summary supplements and shautddd together with “Material Federal Income Tawslderations” (the “Base Tax
Disclosure”) beginning on page 23 of the accompamyirospectus.

Opinion of Counsel

In the opinion of Hunton & Williams LLP, we qualii to be taxed as a REIT for our taxable yearseebaeember 31, 2006 throu
December 31, 2012, and our organization and cuareiproposed method of operation will enable utdinue to meet the requirements
qualification and taxation as a REIT for our taxapéar ending December 31, 2013 and subsequetiiéay@ars. Investors should be aware
that Hunton & Williams LLP's opinion is based uparstomary assumptions, including an assumptionikajualified to be taxed as a REIT
for our taxable years prior to our 2006 taxablerymsaconditioned upon certain representations ngdes as to factual matters, including
representations regarding the nature of our aasekshe conduct of our business, and is not bindpan the Internal Revenue Service or any
court. In addition, Hunton & Williams LLP's opinida based on existing federal income tax law gawerqualification as a REIT, which is
subject to change either prospectively or retrealti Moreover, our qualification and taxation aREIT depend upon our ability to meet o
continuing basis, through actual annual operatisglts, certain qualification tests set forth ia tederal tax laws. Those qualification tests
involve the percentage of income that we earn fspecified sources, the percentage of our assetfatlsawithin specified categories, the
diversity of our stock ownership, and the perceataigour earnings that we distribute. Hunton & Viths LLP will not review our
compliance with those tests on a continuing b@sisordingly, no assurance can be given that owahcesults of operations for any
particular taxable year will satisfy such requirerse Hunton & Williams LLP's opinion does not fol@se the possibility that we may have to
use one or more of the REIT savings provisionsugised in the Base Tax Disclosure, which could requs to pay an excise or penalty tax
(which could be material) in order for us to maintaur REIT qualification. For a discussion of tiag consequences of our failure to qualify
as a REIT, see “Material Federal Income Tax Comaiins-Failure to Qualify” in the Base Tax Disalos.

Information Reporting Requirements and Backup Withholding Tax

U.S Stockholders . For taxable years beginning after December 31328 U.S. withholding tax at a 30% rate will bgpeed on
dividends paid on our common stock received by bt&kholders who own their common stock througkifm accounts or foreign
intermediaries if certain disclosure requiremestated to U.S. accounts or ownership are not gadislin addition, if those disclosure
requirements are not satisfied, a U.S. withholdaxgat a 30% rate will be imposed, for taxable gdsrginning after December 31, 2016, on
proceeds from the sale of our common stock recdiyed.S. stockholders who own their common stockubh foreign accounts or foreign
intermediaries. We will not pay any additional amtsuin respect of any amounts withheld.

Non-U.S Sockholders . For taxable years beginning after December 31328 U.S. withholding tax at a 30% rate will bepsed

on dividends paid on our common stock receiveddstain non-U.S. stockholders if they held our commtock through foreign entities that
fail to meet certain disclosure requirements relateU.S. persons that either have accounts with eatities or own equity interests in such
entities. In addition, if those disclosure requiests are not satisfied, a U.S. withholding tax a0% rate will be imposed, for taxable years
beginning after December 31, 2016, on proceeds thansale of our common stock received by certamd.S. stockholders. If payment of
withholding taxes is required, non-U.S. stockhaddibiat are otherwise eligible for an exemption fromreduction of, U.S. withholding taxes
with respect of such dividends and proceeds willdapiired to seek a refund from the Internal ReeeBervice to obtain the benefit or such
exemption or reduction. We will not pay any addiabamounts in respect of any amounts withheld.

Recent Legislation

Pursuant to recently enacted legislation, as afidanl, 2013, (1) the maximum tax rate on “quadifttvidend income” received by
U.S. stockholders taxed at individual rates is 2(®pthe maximum tax rate on long-term capital ggiplicable to U.S. stockholders taxed at
individual rates is 20%, and (3) the highest maabindividual income tax rate is 39.6%. Pursuarguoh legislation, the backup withholding
rate remains at 28%. Such legislation also makeagreent certain federal income tax provisions terte scheduled to expire on December
31, 2012. We urge you to consult your tax advisegarding the impact of this legislation on thegmase, ownership and sale of our common
stock.






PLAN OF DISTRIBUTION

We have entered into separate equity distributgmne@ments, dated as of May 1, 2013, with Wells &&ecurities, LLC, BB&T
Capital Markets, a division of BB&T Securities, LLComerica Securities, Inc., Jefferies LLC and Pijadfray & Co. relating to shares of
our common stock offered by this prospectus supefgrand the accompanying prospectus. In accordaiticeéhe terms of the equity
distribution agreements, we may offer and sellshaf common stock having an aggregate offeringef up to $150 million from time to
time through the sales agents. Sales of the skaweRich this prospectus supplement and the accoympg prospectus relate, if any, may be
made by means of ordinary brokers' transactionth®@™NY SE or otherwise at market prices prevailihthe time of sale, at prices related to
prevailing market prices or at negotiated prices.

Upon its acceptance of written instructions fromesch sales agent will use its commercially reaStenefforts consistent with its
normal sales and trading practices to solicit afterpurchase our common stock under the termsualnjdct to the conditions set forth in the
applicable equity distribution agreement. We wibtruct each sales agent as to the amount of comstook to be sold by it. We may instruct
the sales agents not to sell common stock if thessmnnot be effected at or above the price daggrby us in any instruction. Our common
stock sold pursuant to the equity distribution agments will be sold through only one of the safgsn#s on any given day. We or the sales
agents may suspend the offering of common stock ppoper notice and subject to other conditions.

For its service as sales agent in connection Wighsale of shares of our common stock that mayfeesd hereby, we will pay each
sales agent an aggregate fee of 1.5% of the gates jgrice per share for any shares sold by im@ets our sales agent. The remaining sales
proceeds, after deducting any expenses payabls Bpdiany transaction fees imposed by any govertaineegulatory, or self-regulatory
organization in connection with the sales, will ajour net proceeds for the sale of such shardbelevent we engage a sales agent for a sals
of shares that would constitute a “distribution’thifn the meaning of Regulation M under the Exchafige we and the sales agent will agree
to compensation that is customary for the saleatagith respect to such transaction. We estimadettie total expenses of the offering
payable by us, excluding discounts and commisgpaysble to the sales agents under the equitylalisioh agreements, will be
approximately $100,000.

Each sales agent will provide written confirmattorus following the close of trading on the NYSElaay in which shares of
common stock are sold by it for us under the applie equity distribution agreement. Each confirpratiill include the number of shares
sold on that day, the gross sales price per stteeompensation payable by us to the sales agedtthe proceeds to us net of such
compensation.

Settlement for sales of common stock will occulesa the parties agree otherwise, on the thirdnlessiday following the date on
which any sales were made in return for paymetti@iroceeds to us net of compensation paid by tisetsales agents. There is no
arrangement for funds to be received in an escmst or similar arrangement.

We will deliver to the NYSE copies of this prospecsupplement and the accompanying prospectusgnirguthe rules of the
NYSE. Unless otherwise required, we will reporteatst quarterly the number of shares of commorkstold through the sales agents ur
the equity distribution agreements, the net pros¢edis and the compensation paid by us to the aglents in connection with the sales of
our common stock.

Under the terms of the equity distribution agreetsene also may sell shares to each of the sal®®as principal for its own
respective account, at a price agreed upon atrtteedf sale. If we sell shares to any sales ageanpyrincipal, we will enter into a separate
terms agreement with the sales agent setting fbetlherms of such transaction, and we will desdtilgeagreement in a separate prospectus
supplement or pricing supplement.

In connection with the sale of the common stocloonbehalf, the sales agents may be deemed to hadarwriter” within the
meaning of the Securities Act, and the compensat#ia to the sales agents may be deemed to bewaritiley commissions or discounts. We
have agreed in the equity distribution agreementgdvide indemnification and contribution to thedes agents against certain civil liabilities,
including liabilities under the Securities Act.

The sales agents have determined that our shaoesnwhon stock are “actively-traded securities” gted from the requirements of
Rule 101 of Regulation M under the Exchange AcRije 101(c)(1) under that Act. If a sales agenwethave reason to believe that the
exemptive provisions set forth in Rule 101(c)(1)R&fgulation M under the Exchange Act are not satisthat party will promptly notify the
other and sales of our common stock under theedistribution agreements will be suspended uht br other exemptive provisions have
been satisfied in the judgment of the sales agerdsus.
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The offering of our common stock pursuant to theitycdistribution agreements will terminate upoe #arlier of (1) the sale of
common stock having an aggregate offering pricepofo $150 million and (2) the termination of thguy distribution agreements, pursuant
to their terms, by either the sales agents or us.

Conflicts of Interest

In the ordinary course of their business, the sadesits and/or their affiliates have in the pasiopmed, and may continue to
perform, investment banking, commercial bankingya$ét account, broker dealer, lending, financialisary or other services for us for wh
they have received, or may receive, separate Adékates of Wells Fargo Securities, LLC, BB&T Cagpl Markets, a division of BB&T
Securities, LLC, and Comerica Securities, Inc.lenelers under our $475 million unsecured revohdreglit facility. As described under “Use
of Proceeds,” we may use net proceeds from theviaff to repay borrowings under our revolving créatility. If we use a portion of the net
proceeds to repay outstanding indebtedness undeewiving credit facility, these lenders may rigeemore than 5% of the net proceeds
from this offering.

Other Relationships

An affiliate of Wells Fargo Securities, LLC is antéer under our funded seven-year term loan anlib#d of Wells Fargo Securities,
LLC and BB&T Capital Markets, a division of BB&T 8erities, LLC, are lenders under our funded fiveayierm loan. Wells Fargo
Securities, LLC, BB&T Capital Markets, a divisiohBB&T Securities, LLC, Comerica Securities, Inadalefferies LLC participated as
underwriters in the offering by our operating parship of $250 million aggregate principal amouinit©3.625% Notes due January 15, 2(
which closed on December 18, 2012. In additiorth@ordinary course of their business activitibe,dales agents and their affiliates may
make or hold a broad array of investments and algtivade debt and equity securities (or relataidvddve securities) and financial
instruments (including bank loans) for their owr@ant and for the accounts of their customers. Suastments and securities activities
may involve securities and/or instruments of ourswr affiliates. The sales agents and their at#s may also make investment
recommendations and/or publish or express indepegmdeearch views in respect of such securitidsmancial instruments and may hold, or
recommend to clients that they acquire, long anstiairt positions in such securities and instruments

LEGAL MATTERS

The validity of the shares of common stock offenedeby is being passed upon for us by Hunton &isvils LLP. In addition,
Hunton & Williams LLP is rendering an opinion witespect to certain federal income tax mattersinglab us. A partner of Hunton &
Williams LLP beneficially owns less than 0.01% afr @ommon stock. Certain legal matters in connaotith this offering will be passed
upon for the sales agents by Vinson & Elkins L.L.P.




EXPERTS

The financial statements, and the related finarst&tement schedules, incorporated in this proapettpplement and the
accompanying prospectus by reference from Highw®&vdperties Inc.'s Annual Report on Form 10-K far year ended December 31, 2012,
and the effectiveness of Highwoods Propertiesdriternal control over financial reporting havebeaudited by Deloitte & Touche LLP, an
independent registered public accounting firm,tated in their reports, which are incorporated imelg reference. Such financial statements
and financial statement schedules have been spim@ied in reliance upon the reports of such fiilmen upon their authority as experts in
accounting and auditing.

The financial statements, and related financidgkstant schedules, incorporated in the accompamiogpectus by reference from
Highwoods Realty Limited Partnership's Annual Réjor Form 10K for the year ended December 31, 2012, have beditea by Deloitte &
Touche LLP, an independent registered public adiogifirm, as stated in their report which is alsocorporated herein by reference. Such
financial statements and financial statement sdeechave been so incorporated in reliance uponeghert of such firm given upon their
authority as experts in accounting and auditing.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

SEC rules permit us to “incorporate by referente’information contained in documents that weilth the SEC, which means tl
we can disclose important information to you byergfig you to those documents. The information ipocated by reference is considered to
be part of this prospectus supplement and supessefiemation incorporated by reference that wedfilvith the SEC prior to the date of this
prospectus supplement. Information that we filehim future with the SEC automatically will updatelssupersede, as appropriate, the
information contained in this prospectus supplenasakin the documents previously filed with the S&(@ incorporated by reference into
prospectus supplement. We incorporate by referfrecedocuments listed below and any future filingswill make with the SEC under
Sections 13(a), 13(c), 14 or 15(d) of the Exchahge(excluding any information that is deemed todndeen “furnished” and not “filediith
the SEC) on or after the date of this prospectpglement but before the end of the offering mad#euthis prospectus supplement:

e our 2012 Annual Report on Form KQ-

» the information specifically incorporated byerdnce into our 2012 Annual Report on Form 10-Knfiaur Definitive Proxy
Statement on Schedule 14A filed with the SEC onilApr2013;

» our Quarterly Report on Form ID{or the quarter ended March 31, 2(
e our Current Report on Formkfiled on May 1, 2013; ar
» the description of our common stock includedim Registration Statement on Forn\&ated May 16, 199
You may request a copy of these filings, at no,dmstvriting or telephoning us at the following adsis:
Investor Relations
Highwoods Properties, Inc.
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604-1050
Telephone: (919) 872-4924

We also maintain an Internet site at www.highwooals at which there is additional information about business, but the conte
of that site are not incorporated by reference, iata are not otherwise a part of, this prospestipplement or accompanying prospectus.
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WHERE YOU CAN FIND MORE INFORMATION

We are subject to the informational requirementthefExchange Act, and, in accordance therewithfjlev@annual, quarterly and
current reports, proxy statements and other inftionavith the SEC. You may read and copy any repatitements or other information on
file at the SEC's public reference room locatetiOft F Street, N.E., Room 1580, Washington, D.C420Please call the SEC at 1-800-SEC-
0330 for further information on the public referemoom. Our SEC filings are also available on tlebsite maintained by the SEC at
http://www.sec.gov. These filings are also avagdiol the public from commercial document retriesalvices.

We have filed with the SEC a “shelf” registratidatement on Form S-3, including exhibits filed witle registration statement. This
prospectus supplement and accompanying prospegtustaontain all of the information in the regidion statement. We have omitted parts
of the registration statement from this prospestysplement and the accompanying prospectus in @acoe with the rules and regulations of
the SEC. For more detail about us and any secaithie may be offered by this prospectus supplemrshiaccompanying prospectus, you
may examine the registration statement on Forma8e3the exhibits filed with it at the locationgdid in the previous paragraph.
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A D P E A T I E B

Highwoods Properties, Inc.
Common Stock
Preferred Stock
Depositary Shares
Guarantees

Highwoods Realty Limited Partnership

Debt Securities

This prospectus describes debt and equity seautftet we may from time to time issue and sell Hdigods Properties, Inc. may
offer and sell common stock, preferred stock, diéagsshares and guarantees of debt securitiesedssy Highwoods Realty Limited
Partnership. Highwoods Realty Limited Partnershaymoffer and sell debt securities.

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

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

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

You should carefully read and consider the risk factors included in our periodic reports and other information that we file with the
Securities and Exchange Commission before you invest in our securities.

Neither the Securities and Exchange Commission n@ny state securities commission has approved or digproved of these
securities or determined if this prospectus is trutful or complete. Any representation to the contray is a criminal offense.

The date of this prospectus is February 9, 2011.




You should rely only on the information containedhis prospectus and the accompanying prospegpggesnent or incorporated |
reference in these documents. No dealer, salespersather person is authorized to give any infdromaor to represent anything not
contained or incorporated by reference in this peesus or the accompanying prospectus supplenfertybne provides you with different,
inconsistent or unauthorized information or repnéatgons, you must not rely on them. This prospeetud the accompanying prospectus
supplement are an offer to sell only the securitiésred by these documents, but only under cir¢cantes and in jurisdictions where it is
lawful to do so. The information contained in thimspectus or any prospectus supplement is cusrdptas of the date on the front of those
documents.
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ABOUT THIS PROSPECTUS

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

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

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

” w ”ou ” o

» the financial condition of our customers could derate

* we may not be able to lease or release secametgiéon space, defined as previously occupiedesiiat becomes available for
lease, quickly or on as favorable terms as oldelgas

e we may not be able to lease our newly constructéldibgs as quickly or on as favorable terms agipailly anticipatec

* we may not be able to complete development,iaitiun, reinvestment, disposition or joint ventym®jects as quickly or on as
favorable terms as anticipated,;

» development activity by our competitors in ouisting markets could result in an excessive supplyffice, industrial and retail
properties relative to customer demand;

e our markets may suffer declines in economic grc
e unanticipated increases in interest rates coullctase our debt service co
e unanticipated increases in operating expenses cagdtively impact our operating rest

* we may not be able to meet our liquidity reguiests or obtain capital on favorable terms to fandworking capital needs and
growth initiatives or to repay or refinance outstimg debt upon maturity; and

» the Company could lose key executive offic

This list of risks and uncertainties, however,as intended to be exhaustive. You should also revie other cautionary statements
we make under the caption “Business - Risk Factiorsur 2010 Annual Report on Form 10-K, incorpethby reference herein, and as
updated in subsequent Securities and Exchange Gzsiami(“SEC”) filings.

Given these uncertainties, you should not placeiemdliance on forward-looking statements. We utadterno obligation to publicly
release the results of any revisions to these fahl@oking statements to reflect any future evamtsircumstances or to reflect the occurrence
of unanticipated events.




THE COMPANY AND THE OPERATING PARTNERSHIP

The Company is a fully-integrated, self-administeaed self-managed equity real estate investmesit ¢fREIT”). The Company's
common stock is traded on the New York Stock ExgeafiNYSE") under the symbol “HIW.” The Company chrets virtually all of its
activities through the Operating Partnership. Then@any is the sole general partner of the Oper&argnership.

We are one of the largest owners and operatorffioé groperties in the Southeastern and Midwestérited States. While we also
own and operate industrial and retail propertiethire of our markets, our office properties repnésd 86.5% of rental and other revenue:
the year ended December 31, 2010. At December@1, 2ve:

« wholly owned 295 in-service office, industriadaretail properties, encompassing approximatelg #illion rentable square
feet, 96 rental residential units and 26 for-sakidential condominiums;

e owned an interest (50.0% or less) in 35 in-geEndffice and industrial properties, encompasspg@imately 5.2 million
rentable square feet, one office property undeelbgment and 11 acres of development land, inctuditi2.5% interest in a
261,000 square foot office property owned direbththe Company and thus is included in the Coma@gnsolidated Financ
Statements, but not included in the Operating Restrip's Consolidated Financial Statements;

» wholly owned 611 acres of undeveloped land, exiprately 523 acres of which are considered cotdihgs, defined as
properties expected to be held indefinitely, andcivlare suitable to develop approximately 5.8 wrilland 2.7 million rentable
square feet of office and industrial space, respelgt and

« wholly owned two completed but not yet stabilizéfice properties encompassing 265,000 square

At December 31, 2010, the Company owned all opttederred partnership interests in the Operatimgneeship and 95.0% of the
common partnership interests in the Operating Beship. Limited partners (including one officer ana directors of the Company) own the
remaining common partnership interests. Genertily Operating Partnership is obligated to redeeth eemmon partnership interest at the
request of the holder thereof for cash equal tosttiee of one share of the Company's common staskdon the average of the market price
for the 10 trading days immediately preceding totce date of such redemption provided that the @amy, at its option, may elect to acq:
any such common partnership interests presentegdemption for cash or one share of the Compaaytsnon stock. The common
partnership interests owned by the Company areegigiemable.

The Company was incorporated in Maryland in 199 Dperating Partnership was formed in North Caaoin 1994. Our
executive offices are located at 3100 SmoketreatC8uite 600, Raleigh, North Carolina 27604 andtelephone number is (919) 872-4924.
We maintain offices in each of our primary markets.

USE OF PROCEEDS

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




RATIOS OF EARNINGS TO COMBINED FIXED CHARGES
AND PREFERRED STOCK DIVIDENDS

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

Company Operating Partnership
Year Ended December 31, 2010 1.74x 1.74x
Year Ended December 31, 2009 1.45x 1.45x
Year Ended December 31, 2008 1.28x 1.28x
Year Ended December 31, 2007 1.28x 1.28x
Year Ended December 31, 2006 1.23x 1.23x

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

Company Operating Partnership
Year Ended December 31, 2010 1.63x 1.63x
Year Ended December 31, 2009 1.35x 1.35x
Year Ended December 31, 2008 1.17x 1.17x
Year Ended December 31, 2007 1.15x 1.15x
Year Ended December 31, 2006 1.06x 1.06x

For purposes of computing these ratios, earnings haen calculated by adding fixed charges, exetudapitalized interest, to
income (loss) from continuing operations beforengair losses on property sales and (if applicablaprity interest in the Operating
Partnership. Fixed charges consist (if applicablefiterest costs, whether expensed or capitalitedinterest component of rental expense
and amortization of debt issuance costs.

DESCRIPTION OF DEBT SECURITIES

Unless otherwise specified in the prospectus sopght, the Operating Partnership's debt securitiédavissued under an indenture,
dated as of December 1, 1996, between the Opetéirtgership, the Company and U.S. Bank Nationabgisition (as successor in interest
to First Union National Bank of North Carolina), tasstee. We have filed the indenture with the SE@ Trust Indenture Act of 1939
governs the indenture. The following descriptiomsuarizes only the material provisions of the indesait Accordingly, you should read the
indenture because it, and not this descriptionndsfyour rights as holders of debt securitiesadday the Operating Partnership.

General

The debt securities will be direct, unsecured @ians of the Operating Partnership and will ragladly with all other unsecured
and unsubordinated debt of the Operating Partrar$hie Operating Partnership may issue debt sasuiit one or more series without limit
as to aggregate principal amount. The board otttirs of the Company, as sole general partnereoOperating Partnership, will determine
the terms of the debt securities. All debt seasitf one series need not be issued at the sameaticha series may generally be reopened for
additional issuances, without the consent of tHddrs of the debt securities of the series.

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

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




A prospectus supplement will describe the spetdfims of any debt securities the Operating Partmersfers, including:
+ the title of the debt securitit

« the aggregate principal amount of the debt sees

» the price at which the Operating Partnership \8#lie the debt securiti

» the date on which the Operating Partnership wiyl thee principal of the debt securiti

» the fixed or variable rate at which the debt semgiwill bear interest, or the method to determiireinterest rat

» the basis upon which the Operating Partnershiigcalculate interest on the debt securities Hastthan a 360-day year of twelve
30-day months;

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

» the place where you may serve notices about theséebrities and the indenture, if other than asidleed in this prospect
» the portion of the principal amount of the debtus&i®es payable upon acceleration, if it is othwart the full principal amour
» whether and under what conditions the OperatingnBeship or the holders may redeem the debt ses

» any sinking fund or similar provisior

« the currency in which the Operating Partnerstilppay the principal, interest and any premiunyiments on the debt securities,
if other than U.S. dollars;

» the events of default or covenants of the debtisties, if they are different from or in addrito those described in this
prospectus;

» whether the Operating Partnership will issued@bt securities in certificated or boektry form

» whether the Operating Partnership will issued@bt securities in registered or bearer form &edt denominations if other than
$1,000 for registered form or $5,000 for bearemfor

» whether the defeasance and covenant defeasemdsipns described in this prospectus apply todihiet securities or are
different in any manner;

« whether or not the debt securities are guarantgedeoCompan
» whether and under what circumstances the Opegr&artnership will pay additional amounts on tebtdsecurities for any tax,
assessment or governmental charge and, if so, ehith Operating Partnership will have the optmnedeem the debt
securities instead of paying these amounts; and
» any other terms of the debt securi
Some debt securities may provide for less tharetttiee principal amount to be payable upon acceteraf their maturity, which w
refer to as “original issue discount securitiesheTprospectus supplement will describe any matiritdral income tax, accounting and other
considerations applicable to original issue dist@@curities.

Guarantees

The Company will fully and unconditionally guaraatihne payment of principal, interest and any pramin any of the Operating
Partnership's debt securities rated below investigiee at the time of issuance. The Company V&t a




guarantee any sinking fund payments on debt sezsurdited below investment grade. In addition,Gbenpany may also guarantee debt
securities rated investment grade.

Denominations, Interest, Registration and Transfer
Unless otherwise described in the prospectus sogple the Operating Partnership will issue debtsges in denominations of:
* $1,000 if they are in registered fol
*  $5,000 if they are in bearer form;
e any denomination if they are in global fo

Unless otherwise specified in the prospectus soapghe, the principal, interest and any premium dot decurities will be payable at
the corporate trust office of the trustee. Howetteg, Operating Partnership may choose to pay sttérecheck mailed to the address of the
registered holder or by wire transfer of fundshe holder at an account maintained within the Wh&tates.

If any interest date or a maturity date falls aag that is not a business day, the required paymiéirbe made on the next business
day as if it were made on the date the paymentduasand no interest will accrue on the amount salge for the period from and after such
interest payment date or such maturity date, asdake may be. For purposes of the indenture, arféss day” is any day, other than a
Saturday or Sunday, on which banking institutianslew York City are open for business.

Subject to limitations imposed upon debt securisesed in book-entry form, you may exchange debusties for different
denominations of the same series or surrendersaelirities for transfer at the corporate trustceffof the trustee. Every debt security
surrendered for transfer or exchange must be chdgrsed or accompanied by a written instrumentasfsfer. The Operating Partnership will
not require the holder to pay any service chargaify transfer or exchange, but the trustee oOfherating Partnership may require the
holder to pay any applicable tax or other goverraderharge.

Neither the Operating Partnership nor the trusteequired to:

e issue, transfer or exchange any debt securtheilebt security may be among those selectegd@mption during a 15-day
period prior to the date of selection;

» transfer or exchange any registered security saldor redemption in whole or in part, except,iia tase of a registered secu
to be redeemed in part, the portion not to be nedele

« exchange any bearer security selected for reliemexcept that the holder may exchange the beaeirrity for a registered
security of that series if the holder simultanepssirrenders the registered security for redemption

e issue, transfer or exchange any debt securitythieaholder surrenders for repaym
Merger, Consolidation or Sale of Assets

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

» the successor entity formed by such consolidatiointo which the Operating Partnership or thengany is merged or which
received the transfer of assets expressly assuayesent of the principal, interest and any premiumitee debt securities and
due and punctual performance and observance of tile covenants and conditions contained in tderiture;

e immediately after giving effect to the transantino event of default under the indenture, andwent which, after notice or the
lapse of time, would become an event of default,deurred and is continuing; and




» the Operating Partnership and the Company eeldved to the trustee an officer's certificate deghl opinion covering these
conditions.

Financial and Operating Covenants

Limitations on Incurrence of Debt . The Operating Partnership will not directly or ireditly incur any Debt (as defined below), ot
than subordinate intercompany Debt, if, after givffect to the incurrence of the additional Dél, aggregate principal amount of all
outstanding Debt of the Operating Partnership dubsidiaries on a consolidated basis deternimadcordance with GAAP (as defined
below) is greater than 60% of (i) the Operatingfaship's Total Assets (as defined below) as®tid of the calendar quarter covered it
Operating Partnership's annual report on Form X9-fuarterly report on Form 10-Q, as the case neaynwst recently filed with the SEC
prior to the incurrence of such additional Debt &éijdhe increase in Total Assets from the endwdh quarter including, without limitation,
any increase in Total Assets resulting from theiirence of such additional Debt (such increasethagavith the Operating Partnership's
Total Assets, the “Adjusted Total Assets”).

In addition, the Operating Partnership will notediy or indirectly incur any secured Debt if, aftgving effect to the incurrence of
the additional secured Debt, the aggregate prihaip@unt of all outstanding secured Debt of the i@fieg Partnership and its subsidiaries on
a consolidated basis determined in accordance®MNAP is greater than 40% of the Operating Partripisidjusted Total Assets.

The Operating Partnership will also not directlyiratirectly incur any Debt if the ratio of Consddigd Income Available for Debt
Service to the Annual Service Charge (in each aas#efined below) for the four most recent fisaanters would have been less than 1.5 to
1.0 on a pro forma basis after giving effect toitimirrence of the Debt and to the applicatiorhefproceeds from the Debt. In making this
calculation, it is assumed that:

» the new Debt and any other Debt incurred byQperating Partnership or its subsidiaries sincditeeday of the four-quarter
period and the application of the proceeds fronmi@ Debt, including to refinance other Debt, hadusred at the beginning of
the period;

» the repayment or retirement of any other Debth@yOperating Partnership or its subsidiariesesthe first day of the four-
quarter period had been repaid or retired at tiggnbéng of the period (except that the amount obDender any revolving crec
facility is computed based upon the average dailgrire of that Debt during the period);

» the income earned on any increase in Adjustddl Assets since the end of the four-quarter penad been earned, on an
annualized basis, during the period; and

* inthe case of any acquisition or dispositiorthxy Operating Partnership or any subsidiary ofassets since the first day of the
four-quarter period, the acquisition or disposit@rany related repayment of Debt had occurred #sedirst day of the period
with the appropriate adjustments with respect ¢éoabquisition or disposition being included in iie forma calculation.

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

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

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

Maintenance of Properties. The Operating Partnership must maintain all ofritgerial properties in good condition, repair and
working order, supply all properties with all nesasy equipment and make all necessary repairsywedgereplacements and improvements
necessary so that we may properly and advantageoostiuct our business at all times. However, ther@ing Partnership may sell its
properties for value in the ordinary course of bass.




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

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

« all taxes, assessments and governmental chienged or imposed upon it or any subsidiary or ufisincome, profits or
properties or that of any subsidiary; and

« all lawful claims for labor, materials and supplthat, if unpaid, might by law become a lien mpny property of the Operating
Partnership, the Company or any subsidiaries.

However, the Operating Partnership and the Compasyot required to pay any tax, assessment, clamgeim whose amount,
applicability or validity is being contested in gbfaith by appropriate proceedings.

Provision of Financial Information. Holders of debt securities will be provided withp@s of the annual reports and quarterly
reports of the Operating Partnership. Whether ot Operating Partnership is subject to Sect®orl15(d) of the Securities Exchange Act
of 1934, as amended (the “Exchange Act”), and édosg as any debt securities are outstandingOfterating Partnership will, to the extent
permitted under the Exchange Act, be requiredi¢odith the SEC the annual reports, quarterly respand other documents that the Oper:
Partnership would have been required to file with $EC pursuant to such Section 13 or 15(d) itherating Partnership were so subject,
such documents to be filed with the SEC on or gndhe respective dates by which the OperatingnBeship would have been required so to
file such documents if the Operating Partnershipeve® subject. The Operating Partnership will asany event (x) within 15 days of each
such required filing date (i) transmit by mail fbfeolders of debt securities, without cost to sholiders, copies of the annual reports and
quarterly reports which the Operating Partnershoplel have been required to file with the SEC punsta Section 13 or 15(d) of the
Exchange Act if the Operating Partnership wereesitip such sections and (ii) file with the trustepies of the annual reports, quarterly
reports and other documents that the Operating@&attip would have been required to file with tECJursuant to Section 13 or 15(d) of
the Exchange Act if the Operating Partnership vseitgect to such Sections and (y) if filing suchwoents by the Operating Partnership v
the SEC is not permitted under the Exchange Acimptly upon written request and payment of theaeakle cost of duplication and
delivery, supply copies of such documents to amgpective holder of the debt securities:

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

“ Consolidated Income Available for Debt Service” for any period means Consolidated Net Incomedéfsed below) of the
Operating Partnership and its subsidiaries (i) plu®unts which have been deducted for (a) intere&lebt of the Operating Partnership and
its subsidiaries, (b) provision for taxes of thee@ging Partnership and its subsidiaries basedamie, (c) amortization of debt discount,

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

“ Consolidated Net Income” for any period means the amount of consolidatedimcome (or loss) of the Operating Partnership an
its subsidiaries for such period determined onresolidated basis in accordance with GAAP.

“ Debt ” means any indebtedness, whether or not contingen¢spect of (i) borrowed money evidenced bydspmotes, debentures
or similar instruments, (ii) indebtedness secungdy mortgage, pledge, lien, charge, encumbrane@ysecurity interest existing on
property, (i) the reimbursement obligations, dngént or otherwise, in connection with any lettefsredit actually issued or amounts
representing the balance deferred and unpaid giuhshase price of any property except any suciingal that constitutes an accrued expense
or trade payable or (iv) any lease of property Whiould be reflected on a consolidated balancetstea capitalized lease in accordance
GAAP, in the case of items of indebtedness undehi@ugh (iii) above to the extent that any sueimis (other than letters of credit) would
appear as a liability on a consolidated balancetsheaccordance with GAAP, and also includesh#oéxtent not otherwise included, any
obligation to be liable for, or to pay, as obligguarantor or otherwise (other than for purposestiéction in the ordinary course of
business), indebtedness of another person.




“ GAAP " means U.S. Generally Accepted Accounting Prirespl

“ Total Assets” as of any date means the sum of (i) the UndeptediReal Estate Assets and (ii) all other asdeteedOperating
Partnership and its subsidiaries on a consolida&sds determined in accordance with GAAP (but edioly intangibles and accounts
receivable).

“ Total Unencumbered Assets” means the sum of (i) those Undepreciated Realdaisgets not subject to an encumbrance and |
other assets of the Operating Partnership andlisidiaries not subject to an encumbrance detedhiimaccordance with GAAP (but
excluding intangibles and accounts receivable).

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

“ Unsecured Debt ” means Debt of the Operating Partnership or afgisiiary that is not secured by any mortgage, ki&ayge,
pledge or security interest of any kind upon anthefproperties owned by the Operating Partnershgmy of its subsidiaries.

Events of Default, Notice and Waiver

The following are events of default with respecaiy series of debt securities issued under thenitode:

default for 30 days in the payment of any instatingf interest on any debt security of the se

default in the payment of the principal or any pimon any debt security of the series at its niigt
« default in making any sinking fund payment as reggifor any debt security of the ser

« default in the performance of any other coverantained in the indenture, other than covendaatsdo not apply to the series,
and the default continues for 60 days after notice;

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

» any other event of default provided with respedhtt particular series of debt securit

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

The indenture also provides that the principal amad all debt securities of that series would e dnd payable automatically upon
the bankruptcy, insolvency or reorganization, arrcappointment of a receiver, liquidator or triesté the Operating Partnership, the
Company or any significant subsidiary or any ofitihespective property.

The indenture also provides that the holders tdat a majority in principal amount of the outskiaig debt securities of a series n
waive any past default with respect to that seegsept a default in payment or a default of a oamt or other indenture provision that can
only be modified with the consent of the holdeeath outstanding debt security affected.

The indenture provides that no holders of any semiay institute any judicial or other proceedingthwespect to the indenture or 1
any remedy under the indenture, except in the cb&elure of the trustee to act for 60 days aftdras received a written request to institute
proceedings for an event of default from the hadsrat least 25% in principal amount of the outdtag debt securities of that series and an
offer of indemnity reasonably satisfactory to ibwever, this provision will not prevent any holdiexm instituting suit for the enforcement of
any payment due on the debt securities.




Subject to provisions in the indenture relatingtséaduties in case of default, the trustee is umeobligation to exercise any of its
rights or powers under the indenture at the requredirection of any holders, unless the holdefsrdb the trustee reasonable security or
indemnity. The holders of at least a majority impipal amount of the outstanding debt securities series (or of all debt securities then
outstanding under the indenture, if applicable)enthe right to direct the time, method and placearsiducting any proceeding for any rem
available to the trustee. However, the trustee méyse to follow any direction that:

e isin conflict with any law or the indentu

e may subject the trustee to personal liability

e may be unduly prejudicial to the holders not jogin the directior

Within 120 days after the end of each year, ther@jpg Partnership must deliver to the trusteeféinaer's certificate certifying that
no defaults have occurred under the indenture titistee must give notice to the holders of debasges within 90 days of a default unless
the default has been cured or waived. Howevehgifitustee considers it to be in the interest efiblders, the trustee may withhold notice of
any default except a payment default.

Modification of the Indenture

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

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

» reduce the principal amount of, or the rateropant of interest on, or any premium payable ormngation of, any debt security,
or adversely affect any right of repayment of tlédlr of any debt security;

» change the place or currency for payment of pradcipterest or premium on any debt secu

e impair the right to institute suit for the enforcent of any payment on any debt secu

» reduce the percentage of outstanding debt sE=udf a series necessary to modify or amendntheniture, waive compliance
with provisions of the indenture or defaults andsemjuences under the indenture or reduce the qumrwoting requirements
set forth in the indenture;

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

* modify any of the provisions discussed abovaryr of the provisions relating to the waiver oftpdefaults or covenants, except
to increase the required percentage to take tlenamt to provide that other provisions may nontedified or waived without

the consent of the holder.

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

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

» to evidence the succession of another person tQieeating Partnership as obligor or the Comparguasantol

» to add to the covenants of the Operating Pashipror the Company for the benefit of the hola®rs surrender any right or
power conferred upon the Operating Partnership@Company;

» to add events of default for the benefit of thedeos




to add or change any provisions of the indentoifacilitate the issuance of, or to liberalize terms of, debt securities in bearer
form, or to permit or facilitate the issuance obtsecurities in uncertificated form, so long addés not materially adversely
affect the interests of any of the holders;

to change or eliminate any provision of the imdee, so long as any such change or eliminatiaotes effective only when
there are no debt securities outstanding of angsereviously created which are entitled to thedfi¢ of those provisions;

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

to provide for the acceptance of appointment bycassor trustee to facilitate the administratibtihe trusts under the indenti
by more than one trustee;

to cure any ambiguity, defect or inconsistentyhie indenture, so long as the action does natnadly adversely affect the
interests of any of the holders; or

to supplement any of the provisions of the indemtorthe extent necessary to permit or facilitaiedsance and discharge of
series, so long as the action does not materidilgraely affect the interests of any of the holders

In addition, with respect to guaranteed securitles Company may, without the consent of any holdieectly or indirectly assume

the payment of the principal, interest and any puemon the guaranteed securities and the perforenahevery covenant of the indenture
must be performed by the Operating Partnership.

Upon any assumption, the Company will succeed@dperating Partnership under the indenture an@pezating Partnership will

be released from all obligations and covenants weisipect to the guaranteed securities. To effgcaasumption, the Company must:

deliver to the trustee an officer's certificated an opinion of counsel stating that the guaeaatel all other covenants of the
Company in the indenture remain in full force affédd;

deliver to the trustee an opinion of independeninsel that the holders of guaranteed securitiébave no federal tax
consequences as a result of the assumption; and

if any debt securities are then listed on theS&EY ensure that those debt securities will notddisteéd as a result of the
assumption.

The indenture provides that in determining whetherholders of the requisite principal amount astanding debt securities of a

series have given any request, demand, authonizaticection, notice, consent or waiver or whethguorum is present at a meeting of
holders of debt securities:

Voting

the principal amount of an original issue digtosecurity that is deemed to be outstanding istheunt of its principal that
would be due and payable as of the date of detetiomupon declaration of acceleration of maturity;

the principal amount of a debt security denot@dan a foreign currency that is deemed outstapiinthe U.S. dollar equivalent
of the principal amount, determined on the issue & the debt security;

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

debt securities that are directly or indirectly @arby the Operating Partnership or the Companyiaregarde«

The indenture contains provisions for conveningtings of the holders of debt securities of a sefiée trustee, the Operating

Partnership, the Company or the holders of at [B@%t in principal amount of the outstanding delousities of a
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series may call a meeting in any such case updcenas$ provided in the indenture. Except for anysemt that the holder of each debt sec
affected by modifications and amendments of thergre must give, the affirmative vote of the hoddef a majority in principal amount of
the outstanding debt securities of that seriesheilsufficient to adopt any resolution presenteal meeting at which a quorum is present.
However, except as referred to above, any resolutith respect to any request, demand, authorizativection, notice, consent, waiver or
other action that may be made, given or taken byhtilders of a specified percentage less than arityain principal amount of the
outstanding debt securities of a series may betadgt a meeting at which a quorum is present oylthe affirmative vote of the holders of
the specified percentage. Any resolution passetboision taken at any meeting of holders duly elaccordance with the indenture will be
binding on all holders of debt securities of tharies. The quorum at any meeting will be persondiig or representing a majority in
principal amount of the outstanding debt securitiea series. However, if any action is to be talitea meeting with respect to a consent or
waiver that may be given by the holders of not thas a specified percentage in principal amoutthefoutstanding debt securities of a se
the persons holding or representing that specffexdentage will constitute a quorum.

Discharge, Defeasance and Covenant Defeasance

The Operating Partnership may discharge obligatiof®lders of any series of debt securities tlaaemot already been delivered to
the trustee for cancellation and that either haaine due and payable or will become due and payehiin one year or scheduled for
redemption within one year by irrevocably depogjitivith the trustee, in trust, funds sufficient #yphe principal, interest and any premium
on the series to the stated maturity or redemputais.

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

» to defease and discharge itself and the Comfrany all of their obligations with respect to theld securities, which we refer to
as “defeasance”; or

* to release itself and the Company from theiigattions under particular sections of the indentut@ich we refer to as “covenant
defeasance.”

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

Any such trust may only be established if, amorgpthings, we have delivered an opinion of coutss#he trustee stating that the
holders of the debt securities will not recognizeoime, gain or loss for United States federal inetexx purposes as a result of the defeasanc
or covenant defeasance and will be subject to dr8tates federal income tax on the same amountise isame manner and at the same times
as would have been the case if such defeasancenant defeasance had not occurred.

If the Operating Partnership elects covenant dafeaeswith respect to the debt securities and thes#eurities are declared due and
payable because of the occurrence of any everdfatitl still applicable to the debt securities, #mounts deposited with the trustee may not
be sufficient to pay amounts due on the debt seéesiat the time of the acceleration resulting fiibm event of default. If this occurs, the
Operating Partnership will remain liable to makgmant of these amounts due at the time of accéderat

The prospectus supplement may further describgeowsions permitting defeasance or covenant dafeseswith respect to the d¢
securities of a particular series.

No Conversion Rights

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

No Personal Liability

No past, present or future officer, director, stoaker or partner of the Company, the Operatingn@aship or any successor thereof
shall have any liability for any obligation or agreent of the Operating Partnership contained utidedebt

11




securities, the indenture or other debt obligati®&ach holder of debt securities by accepting sledit securities waives and releases all such
liability. The waiver and release are part of tbaesideration for the issuance of the debt secaritie

Book-Entry System

Except as otherwise set forth in the prospectuplsugent, the debt securities of a series will seésl in the form of one or more
fully registered global securities which will bepdesited with or on behalf of the Depository Trusin@pany (“DTC"), or the depository, and
will be registered in the name of DTC or its nongin€he global security may not be transferred exas@ whole by a nominee of the
depository to the depository or to another nomisiethe depository, or by the depository or anoti@ninee of the depository to a successor
of the depository or a nominee of a successoraa#pository.

So long as the depository or its nominee is thestexged holder of a global security, the depositarits nominee, as the case may
will be the sole owner of the debt securities repréed thereby for all purposes under the indenkExeept as otherwise provided below, the
beneficial owners of the global security or sedesitepresenting debt securities will not be eatito receive physical delivery of certificated
notes and will not be considered the registeredérsithereof for any purpose under the indentureé:n@ global security representing debt
securities shall be exchangeable or transferaldeomingly, each beneficial owner must rely onphecedures of the depository and, if that
beneficial owner is not a participant, on the prhees of the participant through which that beneffiowner owns its interest in order to
exercise any rights of a registered holder undeirttlenture. The laws of some jurisdictions reqthed certain purchasers of securities take
physical delivery of securities in certificatedrforThese limits and laws may impair the abilityrensfer beneficial interests in a global
security representing debt securities.

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

» the depository notifies us that it is unwilliog unable to continue as the depository for théalsecurities or we become aware
that the depository has ceased to be a clearingcggegistered as such under the Exchange Actiaraahy such case we fail to
appoint a successor to the depository within 68rwddr days;

* we, in our sole discretion, determine that the glaecurities shall be exchangeable for certifitaistes; c
» an event of default has occurred and is continuiitly respect to the debt securities under the inde

Upon any such exchange, the certificated notesheillegistered in the names of the beneficial og/néthe global security or
securities representing debt securities, which sashall be provided by the depository's relevarntigpants to the trustee.

The depository is a limited-purpose trust compamanized under the New York Banking Law, a “bankimganization” within the
meaning of the New York Banking Law, a member &f Bederal Reserve System, a “clearing corporatiotiiin the meaning of the New
York Uniform Commercial Code, and a “clearing ag€rregistered pursuant to the provisions of Secfi@A of the Exchange Act. The
depository holds securities that its participargpasit with the depository. The depository alsdlitates the settlement among participants of
securities transactions, such as transfers andigdedh deposited securities through electronicprdrrized book-entry changes in
participants' accounts, thereby eliminating thedrfee physical movement of securities certificat@sect participants of the depository
include securities brokers and dealers (includiregagents), banks, trust companies, clearing cafipos and certain other organizations. The
depository is owned by a number of its direct p#tints and by the New York Stock Exchange, Ithe American Stock Exchange LLC, and
the National Association of Securities Dealers, lecess to the depository's system is also aveilabothers, such as securities brokers and
dealers, banks and trust companies, that cleanghror maintain a custodial relationship with aedirparticipant, either directly or indirectly,
referred to as “indirect participants.” The rul@pbcable to the depository and its participanes @ file with the SEC.

Purchases of debt securities under the deposiygtem must be made by or through direct partitgyavhich will receive a credit
for the debt securities on the depository's recoftle ownership interest of each actual purchalseach note represented by a global seci
referred to as a “beneficial owner,” is in turnbt® recorded on the records of direct participantsiadirect participants. Beneficial owners
will not receive written confirmation from the degitmry of their purchase, but beneficial ownersexpected to receive written confirmations
providing details of the transaction, as well agquic statements of their holdings, from the dinearticipants or indirect participants through
which such beneficial owner entered into the tratisa. Transfers of ownership interests in a gla®alurity representing debt securities al
be
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accomplished by entries made on the books of aatits acting on behalf of beneficial owners. Baialf owners of a global security
representing debt securities will not receive &iegtied notes representing their ownership interéstrein, except in the event that use of the
book-entry system for the debt securities is ditooerd.

All global securities representing debt securitiddch are deposited with, or on behalf of, the dejooy are registered in the name
the depository's nominee, Cede & Co. to facilimtbsequent transfers. The deposit of global séssikitith, or on behalf of, the depository
and their registration in the name of Cede & Cteafno change in beneficial ownership. The depogihas no knowledge of the actual
beneficial owners of the global securities repréagrthe book-entry debt securities. The deposisamcords reflect only the identity of the
direct participants to whose accounts such dehiriiss are credited, which may or may not be thediicial owners. The participants will
remain responsible for keeping account of theidimgs on behalf of their customers.

Conveyance of notices and other communicationfiéylepository to direct participants, by directipgrants to indirect
participants, and by direct participants and inctigarticipants to beneficial owners will be govedrby arrangements among them, subject to
any statutory or regulatory requirements as maipn lffect from time to time.

Neither the depository nor Cede & Co. will consentote with respect to the global securities repnting the debt securities. Under
its usual procedures, the depository mails an oamvoxy to a company as soon as possible aftexpghkcable record date. The omnibus
proxy assigns Cede & Co.'s consenting or votinfgtsigo those direct participants to whose accotlvgslebt securities are credited on the
applicable record date, identified in a listingaatted to the omnibus proxy.

Principal, premium, if any, and/or interest, if appyments on the global securities representiaglébt securities will be made to
Cede & Co., or such other nominee as may be reeghéstan authorized representative of DTC. The sigpy's practice is to credit direct
participants' accounts on the applicable paymetat ideaccordance with their respective holdingsashon the depository's records unless the
depository has reason to believe that it will restgive payment on such date. Payments by partisipatveneficial owners will be governed
by standing instructions and customary practicess ghe case with securities held for the accoohtsistomers in bearer form or registere
“street name,” and will be the responsibility otbBparticipant and not of the depository, the &asir us, subject to any statutory or
regulatory requirements as may be in effect franetto time. Payment of principal, premium, if aagd/or interest, if any, to the depository
is the responsibility of us and the trustee, disborent of such payments to direct participantd skahe responsibility of the depository, and
disbursement of such payments to the beneficialeosvahall be the responsibility of direct particifsaand indirect participants.

If applicable, redemption notices shall be se®T&. If less than all of debt securities are bedeemed, the depository's practice
is to determine by lot the amount of the interdstacch direct participant in such issue to be reusk

A beneficial owner shall give notice of any optionelect to have its debt securities repaid bythrsugh its participant, to the trust
and shall effect delivery of such debt securitige@using the direct participant to transfer theipi@ant's interest in the global security or
securities representing such book-entry debt sésiron the depository's records, to the trustbe.requirement for physical delivery of
book-entry debt securities in connection with a demamddpayment will be deemed satisfied when the osinp rights in the global secur
or securities representing such book-entry dehirgtezs are transferred by direct participantsos depository's records.

The depository may discontinue providing its sezgias securities depository with respect to thé skdurities at any time by giving
reasonable notice to us or the trustee. Under siwchimstances, in the event that a successor sesutepository is not obtained, certificated
notes are required to be printed and delivered.

We may decide to discontinue use of the systenooktentry transfers through the depository or a&sssor securities depository. In
that event, certificated notes will be printed teunticated and delivered.

The information in this section concerning the defmoy and the depository's system has been olatdioen sources that we believe
to be reliable, but neither we nor the trusteesa®y responsibility for the accuracy thereof.

DESCRIPTION OF PREFERRED STOCK

General
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The Company is authorized under its charter toeiggumillion shares of preferred stock in one orerseries and with rights,
preferences, privileges and restrictions that therdb of directors may fix or designate without &mgher vote or action by the Company's
stockholders. As of December 31, 2010, 29,092 8&3&ries A Cumulative Redeemable Preferred Shaees issued and outstanding and
2,100,000 8% Series B Cumulative Redeemable Pegf&hares were issued and outstanding.

Terms

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

Articles supplementary that will become part of @@mpany's charter will reflect the specific terofisny new series of preferred
stock offered. A prospectus supplement will degcthiese specific terms, including:

» the title and stated valt

» the number of shares, liquidation preference afetiofy price

» the dividend rate, dividend periods and paymergs

« the date on which dividends begin to accrue or mcdate

e any auction and remarketing procedt

e any retirement or sinking fund requirem

» the price and the terms and conditions of any reudiem right

» any listing on any securities exchar

» the price and the terms and conditions of any cime or exchange rigl
» whether interests will be represented by deposihares

* any voting rights

» the relative ranking and preferences as to dividehqguidation, dissolution or winding t

e any limitations on issuing any series of preddrstock ranking senior to or on a parity with skeeies of preferred stock as to
dividends, liquidation, dissolution or winding up;

e any limitations on direct or beneficial ownershimaestrictions on transfer; ¢
e any other specific terms, preferences, rights tétirons or restriction
Rank

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

e senior to the Company's common stock and to a#fralquity securities ranking junior to the prefdrstock
e on a parity with all equity securities issued bg ompany which by their terms rank on a parityhwiite preferred stock; a

» junior to all equity securities, not including camtible debt securities, issued by the Company whictheir terms rank senior
the preferred stock.

Dividends
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If declared by the Company's board of directorefeared stockholders will be entitled to receivsttdividends at the rate set fortt
the prospectus supplement. The Company will paigldids to stockholders of record on the record fiteeel by the Company's board of
directors.

The prospectus supplement will specify whetherddiwids on any series of preferred stock are curaalati non-cumulative. If
dividends are cumulative, they will be cumulativeni the date set forth in the prospectus supplentfedividends are nolwumulative and th
Company's board of directors does not declareideatid payable on a dividend payment date, thehafders of that series will have no right
to receive a dividend, and the Company will havebligation to pay an accrued dividend later fa thissed dividend period, whether or not
the board of directors declares dividends on thiesen any future date.

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

» if the series of preferred stock has cumulativedginds, the Company has declared and paid full tativa dividends for all pa
and current dividend periods or declared and reskfunds for payment before or at the same tintbexdeclaration and
payment on the junior series; or

» if the series of preferred stock does not hawauwative dividends, the Company has declared aidifpll dividends for the
current dividend period or declared and reservedsuor payment before or at the same time asdahkdhtion and payment on
the junior series.

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

Redemption

If specified in the prospectus supplement, the Camgwill have the right to redeem all or any pdrthe preferred stock in each
series at its option, or the preferred stock wélldubject to mandatory redemption. The redemptime pnay be payable in cash or other

property.
If the series of preferred stock is subject to naory redemption, the prospectus supplement witgp:
* the number of shares the Company will redeem ih gear
» the date after which the Company may or must coneeméme redemption; a

» the redemption price per share, which will imt#wall accrued and unpaid dividends other thancumulative dividends for pric
dividend periods.

The Company will not redeem less than all of aeseoif preferred stock, or purchase or acquire hayes of a series of preferred
stock, other than conversions or exchanges for ammstock or other capital stock junior to the pnefd stock, unless:

» if the series of preferred stock has cumulativédginds, the Company has declared and paid full tathaa dividends for all pa
and current dividend periods for this series ofated and reserved funds for payment; or

» if the series of preferred stock does not hawauwative dividends, the Company has declared aidifpll dividends for the
current dividend period or declared and reservedsuor payment.

The Company may, however, purchase or acquire peefstock of any series to preserve its stat@sREIT or pursuant to an offer
made on the same terms to all holders of prefesteck of that series.
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If the Company redeems fewer than all outstandiragess of preferred stock of any series, it willdetine the number of shares tc
redeemed and whether it will redeem shares prdosathares held or shares requested to be redemngdot in a manner determined by the
Company.

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

e the redemption dai

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

e the redemption pric

» the place to surrender certificates for paymenhefredemption pric

» that dividends on the shares redeemed will ceagsedaue on the redemption date;
» the date upon which any conversion rights will tierae

If the Company redeems fewer than all outstandiragess of a series of preferred stock, the notidlealsio specify the number of
shares the Company will redeem from each holdé¢helfCompany gives notice of redemption and haasde sufficient funds necessary for
the redemption in trust for the benefit of stocwill redeem, then dividends will thereafter cetsaccrue and all rights of the holders of the
shares will terminate, except the right to recéheredemption price.

Liquidation Preference

If the Company liquidates, dissolves or winds wyaiffairs, then holders of each series of prefestedk will receive out of the
Company's legally available assets a liquidatirsgrifiution in the amount of the liquidation prefece per share for that series as specified in
the prospectus supplement, plus an amount eqadll dovidends accrued and unpaid, but not inclugingpunts from prior periods for non-
cumulative dividends, before the Company makesdistyibutions to holders of its common stock or atlyer capital stock ranking junior to
the preferred stock. Once holders of outstandiefepred stock receive their respective liquidatiigjributions, they will have no right or
claim to any of the Company's remaining assetthdrevent that the Company's assets are not suffith pay the full liquidating distributio
to the holders of all outstanding preferred staott all other classes or series of its capital stacking on a parity with its preferred stock,
then the Company will distribute its assets to ¢hieslders in proportion to the full liquidating ttibutions to which they would otherwise
have received.

After the Company has paid liquidating distribusan full to all holders of its preferred stockywilll distribute its remaining assets
among holders of any other capital stock rankimgguto the preferred stock according to their extiwe rights and preferences and number
of shares. For this purpose, a consolidation ogerenf the Company with any other corporation ditgnor a sale of all or substantially all
the Company's property or business, does not ¢otest liquidation, dissolution or winding up ottlCompany's affairs.

Voting Rights

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

Whenever the Company has not paid dividends orshages of preferred stock for six or more conseewguarterly periods, the
holders of such shares may vote, separately asa wlith all other series of preferred stock oncWwithe Company has not paid dividends, for
the election of two additional directors of the Guany. In this event, the Company's board of dirsctall be increased by two directors. The
holders of record of at least 10% of any seriggreferred stock on which the Company has not pizidehds may call a special meeting to
elect these additional directors unless the Compacsives the request less than 90 days befordatieeof the next annual or special meeting
of stockholders. Whether or not the holders calbecial meeting, the holders of a series of prefestock on which the Company has not |
dividends may vote for the additional directorshat next annual meeting of stockholders and at sabkequent annual meeting until:
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» if the series of preferred stock has a cumutadilvidend, the Company has fully paid all unpaidd&nds on the shares for the
past dividend periods and the then current dividegribd, or the Company has declared the unpaidelids and set apart a
sufficient sum for their payment; or

» if the series of preferred stock does not haveraulative dividend, the Company has fully paidrfoonsecutive quarterly
dividends, or the Company has declared the dividemd set apart a sufficient sum for their payment.

Unless the prospectus supplement provides otherthise€Company cannot take any of the following@awiwithout the affirmative
vote of holders of at least two-thirds of the camsting shares of each series of preferred stock:

e authorize, create or increase the authorizesisoied amount of any class or series of capitakstanking senior to the series of
preferred stock as to dividends or liquidation rifisttions;

» reclassify any authorized capital stock intoreBaanking senior to the series of preferred sascto dividends or liquidation
distributions;

e issue any obligation or security convertibleiot evidencing the right to purchase any sharkimgrsenior to the series of
preferred stock as to dividends or liquidation rifisttions; or

e amend, alter or repeal any provision of the Canys charter, whether by merger, consolidatiootioer event, in a manner that
materially and adversely affects any right, prefiess privilege or voting power of the preferredckto

For these purposes, the following events do noenaly and adversely affect a series of prefestedk:
* anincrease in the amount of the authorized shadneseferred stocl
» the creation or issuance of any other series déper stock; ¢

* anincrease in the amount of authorized shdrdseseries of preferred stock or any other seriggeferred stock ranking the
same as or junior to such series as to dividendsiguidation distributions.

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

Conversion Rights

If any series of preferred stock is convertibl@inbmmon stock, the prospectus supplement willri@sthe following terms:

» the number of shares of common stock into whictstiees of preferred stock are convert

» the conversion price or manner by which the Compailiycalculate the conversion pric

» the conversion perio

» whether conversion will be at the option of thedeot of the preferred stock or the Comp

e any events requiring an adjustment of the convergiice; an

» provisions affecting conversion in the event of thédemption of the series of preferred st

Stockholder Liability

Maryland law provides that no stockholder, inclgdholders of preferred stock, will be personalable for the Company's acts and
obligations and that the Company's funds and ptgee the only recourse for its acts or obligadion

Restrictions On Ownership; Change of Control Provifons
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As discussed below under “Description of Commorcksiownership Limitations and Restrictions on Transf’ for the Company to
qualify as a REIT, not more than 50% in value sfatitstanding capital stock may be owned, diremtiyndirectly, by five or fewer individua
during the last half of a taxable year. As a resh#t Company's charter provides generally thataider may beneficially own more than
9.8% of the Company's issued and outstanding dagpitek. Accordingly, the articles supplementargideating the terms of each series of
preferred stock may contain provisions restrictimg ownership and transfer of the preferred stdbk. prospectus supplement will specify
any additional ownership limitation relating toexies of preferred stock.

For a discussion of provisions in the Company'stehdhat may have the effect of delaying, defeyion preventing a change of
control of the Company, see under “Description offtnon Stock” the subsections titled “Business Caorations,” “Classification of Board
of Directors, Vacancies and Removal of Directot@perating Partnership Agreement,” and “StockhoRaghts Plan.”

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

The Company may issue depositary shares, eachiohwiould represent a fractional interest of a stadra particular series of
preferred stock. The Company will deposit shargsreferred stock represented by depositary shar@ésria separate deposit agreement
among the Company, a preferred stock depositarytentiolders of the depositary shares. Subjedtdderms of the deposit agreement, each
owner of a depositary share will possess, in priigoto the fractional interest of a share of prefd stock represented by the depositary
share, all the rights and preferences of the pedestock represented by the depositary shares.

Depositary receipts will evidence the depositagreh issued pursuant to the deposit agreement.drataly after the Company
issues and delivers preferred stock to a prefesterk depositary, the preferred stock depositalyisgue the depositary receipts.

Dividends and Other Distributions

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

If a distribution on the preferred stock is otheart in cash and it is feasible for the depositargistribute the property it receives, 1
depositary will distribute the property to the recbolders of the depositary shares. If such aildigion is not feasible and the Company
approves, the depositary may sell the propertydistdbute the net proceeds from the sale to thidens of the depositary shares.

Withdrawal of Stock

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

Redemption of Depositary Shares
Whenever the Company redeems shares of prefewekl Iseld by a depositary, the depositary will redebe corresponding amount
of depositary shares. The redemption price per sitggrg share will be equal to the applicable fractdf the redemption price and any other

amounts payable with respect to the preferred stbthe Company intends to redeem less than atl@funderlying preferred stock, the
Company and the depositary will select the depagstthares to be redeemed
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as nearly pro rata as practicable without credtiactional depositary shares or by any other eglétenethod determined by the Company
preserves its REIT status.

On the redemption date:
« all dividends relating to the shares of preferr@dls called for redemption will cease to acc
« the Company and the depositary will no longer déeendepositary shares called for redemption toutstanding; ar

« all rights of the holders of the depositary €isacalled for redemption will cease, except thbtrig receive any money payable
upon the redemption and any money or other propenyhich the holders of the depositary shareeatitled upon redemption.

Voting of the Preferred Stock

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

Liquidation Preference

In the event of the Company's liquidation, dissoluor winding up, a holder of depositary sharels ieceive the fraction of the
liquidation preference accorded each share of Ulyidgrpreferred stock represented by the deposihaye.

Conversion of Preferred Stock

Depositary shares will not themselves be converiilio common stock or any other securities or eriypof the Company. Howev:
if the underlying preferred stock is convertible|ders of depositary shares may surrender theimetdépositary with written instructions to
convert the preferred stock represented by thgiosigary shares into whole shares of common statler shares of the Company's preferred
stock or other shares of stock, as applicable. Upoeipt of these instructions and any amountsigaya connection with a conversion, the
Company will convert the preferred stock usingshme procedures as those provided for deliveryaféped stock. If a holder of depositary
shares converts only part of its depositary shahesgepositary will issue a new depositary reciipainy depositary shares not converted.
The Company will not issue fractional shares of mwmn stock upon conversion. If a conversion wilutes the issuance of a fractional sh.
the Company will pay an amount in cash equal tostilee of the fractional interest based upon thesing price of the common stock on the
last business day prior to the conversion.

Amendment and Termination of a Deposit Agreement

The Company and the depositary may amend any fbdepositary receipt evidencing depositary shanesamy provision of a
deposit agreement. However, unless the existindenslof at least two-thirds of the applicable dé&pog shares then outstanding have
approved the amendment, the Company and the daposifly not make any amendment that:

» would materially and adversely alter the rightshef holders of depositary shares

« would be materially and adversely inconsistent i rights granted to the holders of the undegyireferred stoc

Subject to exceptions in the deposit agreementanept in order to comply with the law, no amendnmeay impair the right of any
holders of depositary shares to surrender theiosiggry shares with instructions to deliver theentyng preferred stock and all money and
other property represented by the depositary shBresy holder of outstanding depositary shargébeatime any amendment becomes

effective who continues to hold the depositary shavill be deemed to consent and agree to the amamidand to be bound by the amended
deposit agreement.
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The Company may terminate a deposit agreement nipolless than 30 days' prior written notice todepositary if:

« the termination is necessary to preserve the Copp®&EIT status; «

» a majority of each series of preferred stock affédiy the termination consents to the termine

Upon a termination of a deposit agreement, holdetise depositary shares may surrender their deggshares and receive in
exchange the number of whole or fractional shafgseferred stock and any other property represkbyethe depositary shares. If the
Company terminates a deposit agreement to pregierstatus as a REIT, then the Company will usbett efforts to list the preferred stock
issued upon surrender of the related depositameshan a national securities exchange.

In addition, a deposit agreement will automaticsdiyminate if;

» the Company has redeemed all underlying prefetmk subject to the agreeme

» afinal distribution of the underlying preferrstbck in connection with any liquidation, diss@dator winding up has occurred,
and the depositary has distributed the distributiothe holders of the depositary shares; or

« each share of the underlying preferred stockbleasn converted into other capital stock of the Gamy not represented by
depositary shares.

Charges of a Preferred Stock Depositary

The Company will pay all transfer and other taxed governmental charges arising in connection witleposit agreement. In
addition, the Company will generally pay the ferd axpenses of a depositary in connection wittpgréormance of its duties. However,
holders of depositary shares will pay the feeseqmkbnses of a depositary for any duties requestéldebholders that the deposit agreement
does not expressly require the depositary to parfor

Resignation and Removal of Depositary

A depositary may resign at any time by deliveringhte Company naotice of its election to resign. Tmenpany may also remove a
depositary at any time. Any resignation or remavitlitake effect upon the appointment of a succesepositary. The Company will appoint
a successor depositary within 60 days after deglieéthe notice of resignation or removal. The ®8sor must be a bank or trust company
with its principal office in the United States amave a combined capital and surplus of at leasn$iiidn.

Miscellaneous

The depositary will forward to the holders of defary shares any reports and communications frarbmpany with respect to t
underlying preferred stock.

Neither the depositary nor the Company will belkabany law or any circumstances beyond theirtmprevent or delay them
from performing their obligations under a depogiteement. The obligations of the Company and asltyyg under a deposit agreement will
be limited to performing their duties in good faithd without negligence in regard to voting of pregd stock, gross negligence or willful
misconduct. Neither the Company nor a depositargtmprosecute or defend any legal proceeding wiheaet to any depositary shares or the
underlying preferred stock unless they are furrdshigh satisfactory indemnity.

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

In the event a depositary receives conflictingragirequests or instructions from the Company awychalders of depositary shares,
the depositary will be entitled to act on the claimequests or instructions received from the Campa

Depositary

The prospectus supplement will identify the deg@ogifor the depositary shares.
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Listing of the Depositary Shares
The prospectus supplement will specify whetheratrthe depositary shares will be listed on any sées exchange.
DESCRIPTION OF COMMON STOCK
General

The Company is authorized under its charter toeig$lD million shares of its common stock. Eachtaatiing share of common
stock entitles the holder to one vote on all matpresented to stockholders for a vote. Unlesscgipé law requires otherwise, and except in
limited circumstances as our charter may providé waspect to any series of preferred stock treitbmpany may issue, the holders of
common stock will possess exclusive voting powee SOwnership Limitations and Restrictions on Bfans.”

All shares of common stock issued will be duly awitred, fully paid and non-assessable. Distribigioray be paid to the holders of
common stock if and when declared by the Compamésd of directors out of legally available fun@ihe Company intends to continue to
pay quarterly dividends.

Under Maryland law, stockholders are generallyliadiie for the Company's debts or obligationshé Company is liquidated,
subject to the right of any holders of preferremtktto receive preferential distributions, eachstariding share of common stock will
participate pro rata in any remaining assets.

Holders of common stock have no conversion, sinkimgl or redemption rights or preemptive rightscagkxversion feature permits a
stockholder to convert shares to a different sggusiich as debt or preferred stock. A redempiigint permits a stockholder to redeem such
holder's shares (for cash or other securitiesdraespoint in the future. Sometimes a redemptiohtrig paired with an obligation of the
company to create an account into which such cognparst deposit money into to fund the redemptiam (& sinking fund). Preemptive
rights are rights granted to stockholders to subsdpr their pro rata percentage of any other sées we may offer in the future.

The common stock is currently listed for tradingtbe NYSE. The Company will apply to the NYSE & kiny additional shares of
common stock that the Company offers and sellsyauntsto a prospectus supplement.

The transfer agent and registrar for our commocoksi®Wells Fargo Shareowner Services.
Ownership Limitations and Restrictions on Transfers

To maintain its REIT qualification, not more thabfb in value of the Company's outstanding stock bepwned directly or
indirectly by five or fewer individuals (includingertain entities treated as individuals for theggpses) during the last half of a taxable year
and at least 100 persons must beneficially owadtstanding stock for at least 335 days per 12-mtaxable year (or during a proportionate
part of a shorter taxable year). To help ensuretieaCompany meets these tests, the Company‘techpaovides that no person or entity may
directly or constructively own more than 9.8% inueaof the Company's issued and outstanding cagitak, without obtaining a written
waiver from the board of directors. For purposeth@® provision, corporations, partnerships, “greilgithin the meaning of Section 13(d)(3)
of the Exchange Act and other entities are treasesingle persons. The board of directors hasetisorto waive this ownership limit if the
board receives evidence that ownership in exceigedimit will not jeopardize the Company's RE[&tsis.

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

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

Holders of more than 1% of the Company's commocksbo preferred stock must file a written respotwsthe Company's request
stock ownership information, which will be mailed later than January 3f each year. This notice should contain the h¢ddeame and
address, the number of shares of common stockeéenped stock such holder owns and a descriptidrowf such holder holds the shares. In
addition, such holders will be required to disclosariting any other information that the Compargeds in order to determine the effect of
such holder's ownership on the Company's statasRisIT.
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These ownership limitations could have the effégirecluding a third party from obtaining contrales the Company unless the
Company's board of directors and our stockholdetsrthine that maintaining REIT status is no lordgsirable.

Limitations of Liability and Indemnification of Dir ectors and Officers

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

The charter also provides that the Company wilemdify a present or former director or officer agiexpense or liability in an
action to the fullest extent permitted by Maryldad. Maryland law permits a corporation to indergnii§ present and former directors and
officers, among others, against judgments, pesalfiees, settlements and reasonable expenseittigyin connection with any proceeding
to which they are a party because of their seragcan officer, director or other similar capacipwever, Maryland law prohibits
indemnification if it is established that:

» the act or omission of the director or officemsnmaterial to the matter giving rise to the prdaegand was committed in bad
faith or was the result of active and deliberaghdnesty;

» the director or officer actually received an impgopersonal benefit in money, property or serviog

* inthe case of any criminal proceeding, thealoeor officer had reasonable cause to believethi®act or omission was
unlawful.

We believe that the exculpation and indemnificapoovisions in the charter help induce qualifiediuiduals to agree to serve as
officers and directors of the Company by providindegree of protection from liability for allegedstakes in making decisions and taking
actions. You should be aware, however, that themé@gions in the Company's charter and Maryland d@we you a more limited right of
action than you otherwise would have in the absefiseich provisions. We also maintain a policy inéctors' and officers' liability insurance
covering certain liabilities incurred by our direrg and officers in connection with the performaattheir duties.

The above indemnification provisions could opetatsndemnify directors, officers or other persortsovexert control over the
Company against liabilities arising under the SiiesrAct of 1933, as amended (the “Securities Adtisofar as the above provisions may
allow that type of indemnification, we have beefoimed that, in the SEC's opinion, such indemnifarais against public policy as
expressed in the Securities Act and is therefoemfarceable.

Control Share Acquisitions

Maryland general corporation law also provides ttwattrol shares of a Maryland corporation acquirea control share acquisition
have no voting rights except to the extent apprdmed vote of two-thirds of the votes entitled ®dast on the matter, excluding shares
owned by the acquirer or by officers or employeedaidrs. The control share acquisition statute do¢spply to shares acquired in a merger,
consolidation or share exchange if the corporaganparty to the transaction, or to acquisitiopgraved or exempted by the corporation's
charter or bylaws. The Company's bylaws contairoaigion exempting from the control share acquisitstatute any stock acquired by any
person. However, we cannot assure you that thaabplrovision will not be amended or repealed atfawint in the future.

Vacancies and Removal of Directors

Pursuant to our charter, each member of our bdaddextors is elected by our stockholders to senvi the next annual meeting of
stockholders and until his or her successor is dldgted and qualifies. A director may only be regatbfor cause by the affirmative vote of
two-thirds vote of the Company's outstanding comstoak.

Our charter and bylaws provide that a majorityhaf directors or the stockholders may fill any vayaon the board of directors.
However, under Maryland law, only the board of dioes can fill vacancies though the charter an@wsglprovide otherwise. In addition, our
bylaws provide that only the board of directors nreyyease or decrease the number of persons sewmitite board of directors. These
provisions preclude stockholders from removing inbent directors, except for cause and upon a suirtaffirmative vote, and filling the
vacancies created by such removal with their onminees until the next annual meeting of stockhalder
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Amendment of Charter and Bylaws

Except as set forth below, the Company's chartebesamended only by the affirmative vote of haddefrnot less than a majority of
the outstanding shares of common stock. Howeverptavisions in the charter relating to the remmfalirectors and preservation of the
Company's REIT status may only be amended by firenative vote of holders of not less than two-tlsiiof the outstanding shares of
common stock.

Operating Partnership Agreement

Upon a change in control of the Company, the pastip agreement of the Operating Partnership reguiertain acquirers to
maintain an umbrella partnership real estate imvest trust (“UPREIT")structure with terms at least as favorable toithédd partners as a
currently in place. For instance, in certain tratisas, the acquirer would be required to presémedimited partner's right to continue to hold
tax-deferred partnership interests that are redbknfier capital stock of the acquirer. Some chasfgeontrol transactions involving the
Company could require the approval of two-thirdshaf limited partners of the Operating Partnergbiper than the Company). These
provisions may make a change of control transaétivalving the Company more complicated and theeefaight decrease the likelihood of
such a transaction occurring, even if such a ti@imawould be in the best interest of the Compasiockholders.

MATERIAL FEDERAL INCOME TAX CONSIDERATIONS

The following discussion describes the materiaéfatlincome tax consequences relating to the @xati the Company as a REIT
and the ownership and disposition of the Compastgsk.

If the Company offers one or more additional seoiegreferred stock or the Operating Partnershiprefone or more additional
series of debt securities, the prospectus supplewi#nnclude information about any additional redatl federal income tax consequences to
holders of those shares of preferred stock or sietutrities.

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

» the tax consequences to you may vary depending ymamparticular tax situatio

» special rules that we do not discuss below npgjyaif, for example, you are a tax-exempt orgatiarg a broker-dealer, a non-
U.S. person, a trust, an estate, a regulated imezgtcompany, a financial institution, an insuracompany or otherwise subject
to special tax treatment under the Internal Reveélnge of 1986, as amended (the “Internal Revenu'Go

» this summary generally does not address statal| br nond.S. tax consideratior

» this summary deals only with the Company's dtotdkers that hold common stock as “capital asseitiin the meaning of
Section 1221 of the Internal Revenue Code; and

« we do not intend this discussion to be, and youlshoot construe it as, tax advi

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

We base the information in this section on theentrinternal Revenue Code, current, final, tempoaad proposed Treasury
regulations, the legislative history of the IntdrRavenue Code, current administrative interpretegtiand practices of the Internal Revenue
Service (“IRS"), including its practices and podéisias endorsed in private letter rulings, whichnatebinding on the IRS, and existing court
decisions. Future legislation, regulations, adntiats/e interpretations and court decisions cotldnge current law or adversely affect
existing interpretations of current law. Any chamgeld apply retroactively. The Company has notistgd any rulings from the IRS
concerning the tax treatment of the matters digmibglow. Thus, it is possible that the IRS cotidllenge the statements in this discussion,
which do not bind the IRS or the courts, and thedart could agree with the IRS.

Opinion of Counsel
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DLA Piper LLP (US) acts as our counsel, has revigtes summary and is of the opinion that it faslymmarizes the federal inco
tax considerations that are material to our stolddrs. It is also the opinion of our counsel thatwere organized and have operated in
conformity with the requirements for qualificatiand taxation as a REIT under the Internal ReverageGor our taxable years ended
December 31, 1994 through December 31, 2010, andustent organization and method of operationseviible us to continue to meet the
requirements for qualification and taxation as dRrovided that we operate in accordance withoter assumptions and the factual
representations we made to counsel concerningugindss, assets and operations.. We emphasizaltbpinions issued by DLA Piper LLP
(US) are based on various assumptions and aretmoretl upon the assumptions and representationgiflv@ake concerning certain factual
matters related to our business and propertiesed@r, our qualification for taxation as a REIT degs on our ability to meet the various
qualification tests imposed under the Internal RexeCode discussed below, the results of whichneillbe reviewed by DLA Piper LLP
(US). Accordingly, the actual results of our openas for any one taxable year may not satisfy thiegairements. See “Business - Risk
Factors” in our 2010 Annual Report on Form 10-Karporated by reference herein, and as updatedbisegiuent SEC filings.

The statements made in this section and in thdapwof DLA Piper LLP (US) are based upon existiag/ land Treasury Regulatiol
as currently applicable, currently published adstiative positions of the IRS and judicial decisipall of which are subject to change, either
prospectively or retroactively. We cannot assune @t any changes will not modify the conclusierpressed in counsel's opinion.
Moreover, an opinion of counsel is not binding ba tRS, and we cannot assure you that the IRSwilsuccessfully challenge our status as
a REIT.

Taxation of the Company as a REIT

The Company believes that, commencing with itslibxgiear ended December 31, 1994, it has been iaeghand has operated in
such a manner as to qualify for taxation as a REider the Internal Revenue Code, and the Compaendas to continue to be organized and
to operate in such a manner. However, we cannataygsu that the Company has operated or will dpdraa manner so as to qualify or
remain qualified as a REIT.

Federal Income Taxation of the Company

If the Company has qualified and continues to dué&dir taxation as a REIT, it generally will not babject to federal corporate
income tax on that portion of its ordinary incomecapital gain that is currently distributed todtbolders. The REIT provisions of the
Internal Revenue Code generally allow a REIT toutédistributions paid to its stockholders, subdiy eliminating the federal “double
taxation” on earnings (once at the corporate lexredn earned and once again at the stockholderweh distributed) that usually results
from investments in a corporation. Nevertheless Gbmpany will be subject to federal income taxodlews:

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

Second, under some circumstances, the Company ensylfject to the “alternative minimum teas a consequence of its items ol
preference.

Third, if the Company has net income from the salether disposition of “foreclosure property” tiilhe Company holds primarily
for sale to customers in the ordinary course ofrtass or other nogualifying income from foreclosure property, it kil subject to tax at tl
highest corporate rate on such income.

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

Fifth, if the Company should fail to satisfy eitlthe 75% gross income test or the 95% gross indesiddiscussed below) but has
nonetheless maintained its qualification as a Rigl@ause it has met other requirements, the Comp#inye subject to a 100% tax on the
gross income attributable to (1) the greater oftff@)amount by which the Company fails the 75%de$b) the amount by which the
Company fails the 95% income test, multiplied bydZraction intended to reflect the Company's ipabflity.

Sixth, if the Company fails to distribute duringchayear at least the sum of:
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e 85% of its ordinary income for such ye
» 95% of its capital gain net income for such yead
e any undistributed taxable income from prior peri
then the Company will be subject to a 4% exciseotathe excess of this required distribution amawetr the amounts actually distributed.

Seventh, if the Company should acquire any assat & “C” corporation (i.e., a corporation generallypject to full corporate-level
tax) in a carryovebasis transaction and provided no election is niadhe transaction to be currently taxable, ared@ompany subsequer
recognizes gain on the disposition of such assingithe 10-year period beginning on the date oitlvthe Company acquired the asset, the
Company generally will be subject to tax at thehleigt regular corporate rate on the lesser of trmuabof gain that the Company recognizes
at the time of the sale or disposition and the amhofigain that the Company would have recognitzéidel Company had sold the asset at the
time it acquired the asset, the “Built-in Gains Tax

The Company owns direct or indirect interests mumber of taxable REIT subsidiaries. A “taxable REubsidiary” of the
Company is a corporation in which the Company diyear indirectly owns stock and that elects, tdgetwith the Company, to be treated
taxable REIT subsidiary of the Company. In additiba taxable REIT subsidiary of the Company owdiggctly or indirectly, securities
representing 35% or more of the vote or value sidlasidiary corporation, that subsidiary will alsotbeated as a taxable REIT subsidiary of
the Company. A taxable REIT subsidiary is subjedetieral income tax, and state and local incomevteere applicable, as a regular “C”
corporation.

Generally, a taxable REIT subsidiary may performmeampermissible tenant services without causiegGbmpany to receive
impermissible tenant services income under the Riid®me tests. However, several provisions reggrtlie arrangements between a REIT
and its taxable REIT subsidiaries ensure that ali@xREIT subsidiary will be subject to an appraf@ilevel of federal income taxation. For
example, the Internal Revenue Code limits the tgloli a taxable REIT subsidiary to deduct intepestments in excess of a certain amount
made to the Company. In addition, the Company pagta 100% tax on some payments that it receives gertain expenses deducted by
the taxable REIT subsidiary if the economic arramgets between the Company, the Company's tenatittharaxable REIT subsidiary are
not comparable to similar arrangements among uectfgarties. The Company's taxable REIT subsidianake interest and other payments
to the Company and to third parties in connectidgth activities related to the Company's propertie. cannot assure you that the Compa
taxable REIT subsidiaries will not be limited irethability to deduct interest payments made toGbenpany. In addition, we cannot assure
you that the IRS might not seek to impose the 1@8%®n services performed by taxable REIT subsikdior tenants of the Company, or
a portion of the payments received by the Compamm for expenses deducted by, the Company's takdHIE subsidiaries.

The Housing and Economic Recovery Tax Act of 2008
The Housing and Economic Recovery Tax Act of 2088 (Housing Act”)was signed into law by President Bush on July 808
The Housing Act's provisions regarding REITs areegally effective for our 2009 taxable year and dred, The Housing Act made !

following changes, among others, to certain REIdvgions of the Internal Revenue Code:

Taxable REIT Subsidiaries . The value of taxable REIT subsidiaries' nomofrtgage securities held by a REIT has been inecefisn
20 percent to 25 percent of the total value ofRE4T's assets.

Prohibited Transactions Safe Harbor . The prohibited transactions safe harbor holdiegog is reduced from four years to two ye
along with certain other changes to the safe hamiwese new rules apply to sales made after thesiHgWAct was enacted.

Hedging Income . Income from a hedging transaction that compliéh wientification procedures set out in Treaswegulations th:
hedges indebtedness incurred or to be incurredstip acquire or carry real estate assets will postitute gross income for purposes of |
the 75% and 95% gross income tests.

Requirements for Qualification
To qualify as a REIT, the Company must elect tarbated as a REIT and must meet the requiremeistzsjssed below, relating to

the Company's organization, sources of income namare of assets.
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The Internal Revenue Code defines a REIT as a catipa, trust or association:

« thatis managed by one or more trustees or dirg

» the beneficial ownership of which is evidenced iansferable shares or by transferable certificaté®neficial interes

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

« thatis neither a financial institution nor an ireuce company subject to certain provisions ofitbernal Revenue Coc

» that has at least 100 persons as beneficial ov

* during the last half of each taxable year, noterthan 50% in value of the outstanding stock loittvis owned, directly or
indirectly, through the application of certain #aiition rules, by five or fewer individuals (as thefd in the Internal Revenue
Code to include certain entities);

» that files an election or continues such electmhé taxed as a REIT on its return for each taxpdéde

» that uses the calendar year as its taxable yed

that satisfies the income tests, the asset tasdsha distribution tests, described bel

The Internal Revenue Code provides that REITs maistfy all of the first four preceding requiremredtiring the entire taxable ye
REITs must satisfy the fifth requirement durindestst 335 days of a taxable year of 12 months onga proportionate part of a taxable year
of less than 12 months. For purposes of the sedhirement, the beneficiaries of a pension or pafaring trust described in Section 401(a)
of the Internal Revenue Code, and not the pengi@nafit-sharing trust itself, are treated as REtdckholders. Neither the fifth nor sixth
requirement is applicable to a REIT's first taxaj#ar. The Company will be treated as having mestkth requirement if the Company
complies with certain Treasury Regulations for asieing the ownership of the Company's stock tatsyear and if the Company did not
know (or after the exercise of reasonable diligemoald not have known) that the sixth condition was satisfied for such year. The
Company's charter currently includes restricti@garding transfer of its stock that, among othergs, assist the Company in continuing to
satisfy the fifth and sixth of these requirements.

If a REIT owns a corporate subsidiary that is adlfied REIT subsidiary,” the separate existencéhat subsidiary will be
disregarded for federal income tax purposes. Géneaaqualified REIT subsidiary is a corporatiather than a taxable REIT subsidiary, all
of the capital stock of which is owned by the REAT.assets, liabilities and items of income, detitut and credit of the qualified REIT
subsidiary will be treated as assets, liabilitied #ems of income, deduction and credit of the RiEelf. A qualified REIT subsidiary of the
Company will not be subject to federal corporatmine taxation, although it may be subject to statklocal taxation in some states.

A REIT that is a partner in a partnership is deetoeglvn its proportionate share of the assetsepértnership and to earn its
proportionate share of the partnership's incombpth cases being based on its relative capitatdst in the partnership. The character of the
assets and gross income of the partnership rdtaisgme character in the hands of the REIT forqaap of the gross income and asset tests.
Thus, the Company's proportionate share of thesgdsbilities and items of income of the Opergtiartnership (including the Operating
Partnership's share of the assets, liabilitiesiwmas of income with respect to any partnershigliich it holds an interest) is treated as assets,
liabilities and items of income of the Company foirposes of applying the requirements describeglimer

Income Tests. In order to maintain qualification as a REIT, thenipany must satisfy two gross income requiremétitst, the
Company must derive, directly or indirectly, atde@5% of its gross income (excluding gross incémm prohibited transactions) for each
taxable year from investments relating to real progpor mortgages on real property, including “seinbm real property,fains on dispositio
of real estate, dividends paid by another REIT iatetest on obligations secured by real propertgrointerests in real property, or from
certain types of temporary investments. SecondCtiapany must derive at least 95% of its grossnmeexcluding gross income from
prohibited transactions) for each taxable year femmy combination of income qualifying under the 7&%t and dividends, interest, and gain
from the sale or disposition of stock or securities
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Rents received by the Company will qualify as “sefnom real property” in satisfying the gross in@mquirements for a REIT
described above only if several conditions are ifiest, the amount of rent must not be based inlevbpin part on the income or profits of
any person but can be based on a fixed percenfagess receipts or gross sales. Second, “rents feal property” generally excludes any
amount received directly or indirectly from anyaenif the Company, or an owner of 10% of morehef Company's outstanding stock,
directly or constructively, owns 10% or more of lstienant taking into consideration the applicaltiebaution rules, which we refer to as a
“related party tenant.” Third, “rents from real pesty” excludes rent attributable to personal propexcept where such personal property is
leased in connection with a lease of real propenty the rent attributable to such personal propsitgss than or equal to 15% of the total
received under the lease. Finally, amounts thaatrbutable to services furnished or renderecbinnection with the rental of real property,
whether or not separately stated, will not contituents from real property” unless such serviaescustomarily provided in the geographic
area. Customary services that are not considerked pvovided to a particular tenant (e.g., furmightieat and light, the cleaning of public
entrances, and the collection of trash) can beipgeo\directly by the Company. Where, on the otteard) such services are provided prime
for the convenience of the tenants or are provtdeslich tenants, such services must be provideshliydependent contractor from whom
Company does not receive any income or a taxablé& Ribsidiary. Non-customary services that arepeoformed by an independent
contractor or taxable REIT subsidiary in accordanitk the applicable requirements will result ingermissible tenant service income to the
Company to the extent of the income earned (or édezarned) with respect to such services. If tipemimissible tenant service income
exceeds 1% of the Company's total income from pepty, all of the income from that property wililfeo qualify as rents from real property.
If the total amount of impermissible tenant sersidees not exceed 1% of the Company's total indoone the property, the services will not
cause the rent paid by tenants of the propertgitad qualify as rents from real property, but thmpermissible tenant services income will
qualify as rents from real property.

The Company does not currently charge and doeanmtimipate charging rent that is based in wholmgrart on the income or profi
of any person. The Company also does not anticgittier deriving rent attributable to personal gty leased in connection with real
property that exceeds 15% of the total rents cgivéng rent from related party tenants.

The Operating Partnership does provide some serwith respect to the properties. The Company bedi¢hat the services with
respect to the properties that are and will be igex/directly are usually or customarily rendemned@énnection with the rental of space for
occupancy only and are not otherwise considerediered to particular tenants and, therefore, theaptivision of such services will not cat
rents received with respect to the propertiesitadajualify as rents from real property. Serviegth respect to the properties that the
Company believes may not be provided by the Compatlye Operating Partnership directly without jejizing the qualification of rent as
“rents from real property” are and will be perfomingy independent contractors or taxable REIT sudnsées.

The Operating Partnership and the Company recee®for property management and brokerage ancdh¢gasivices provided with
respect to some properties not owned entirely byaperating Partnership. These fees, to the emtdrgaid with respect to the portion of
these properties not owned, directly or indiredbly the Company, will not qualify under the 75% ggdncome test or the 95% gross income
test. The Operating Partnership also may receiverdypes of income with respect to the propeities/ns that will not qualify for either of
these tests. The Company believes, however, thaidbregate amount of these fees and other noifyguglincome in any taxable year will
not cause the Company to exceed the limits on n@tifging income under either the 75% gross incaest or the 95% gross income test.

If the Company fails to satisfy the 75% gross inedmst or the 95% gross income test for any taxgdse, it may nevertheless
qualify as a REIT for that year if it is eligiblerfrelief under the Internal Revenue Code. Thief@rovision generally will be available if:

» the Company's failure to meet these tests wasalteasonable cause and not due to willful nec

» the Company attaches a schedule of the natureraadrd of each item of income to its federal incdasereturn; an

» the inclusion of any incorrect information on tlehiedule is not due to fraud with intent to evade

We cannot state whether in all circumstances thagamy would be entitled to the benefit of thisekprovision. For example, if the
Company fails to satisfy the gross income testaibise non-qualifying income that the Company interatily incurs exceeds the limits on

such income, the IRS could conclude that the Colpdailure to satisfy the tests was not due tsoeable cause. Even if this relief
provision applies, the Internal Revenue Code impas&00% tax with respect to a portion of the noalifying income, as described above.
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Asset Tests. At the close of each quarter of its taxablerytt®e Company also must satisfy four tests refattinthe nature and
diversification of its assets:

» Atleast 75% of the value of the Company's tataets must be represented by real estate assdtsand cash items (including
receivables) and government securities.

* No more than 25% of the value of the Company'd tstsets may be represented by securities othethioge in the 75% ass
class.

»  Except for equity investments in REITs, qualfiREIT subsidiaries or taxable REIT subsidiariestber securities that qualify
as “real estate assets” for purposes of the 75 aksss:

» the value of any one issuer's securities owned&yompany may not exceed 5% of the value of thagamy's total asse
e the Company may not own more than 10% of any aeeiss outstanding voting securit

» the Company may not own more than 10% of the vafuke outstanding securities of any one issued

* No more than 25% of the Company's total assetshmagpresented by securities of one or more taXRBl& subsidiarie:

We will not lose our REIT status for failing to &diy the two 10% tests and the 5% test describedealf the failure is due to
ownership of assets the total value of which da#®Rrceed the lesser of (a) 1% of the total vafusuo assets at the end of the quarter, or (b)
$10,000,000, so long as we either dispose of thetasvithin 6 months after the last day of the ran which we identify the failure (or a
different period of time prescribed by the IRSptherwise satisfy the tests described in this pagyby the end of this time period. In this
case we will not be subject to the tax describdavbevith respect to our failure to satisfy any bétREIT asset tests.

Securities for purposes of the asset tests maydealiebt securities. However, debt of an issudmaeticount as a security for
purposes of the 10% value test if the debt seesrire “straight debt” securities. A “straight dedgtcurity, which is defined as a written
unconditional promise to pay on demand or on aipdalate a sum certain in money if (i) the debhot convertible, directly or indirectly,
into stock, and (ii) the interest rate and intep@stment dates are not contingent on profits, tredlwer's discretion, or similar factors.
“Straight debt” securities do not include any séms issued by a partnership or a corporation liictv we or any controlled taxable REIT
subsidiary (i.e., a taxable REIT subsidiary in whigce own directly or indirectly more than 50% o thoting power or value of the stock)
hold non-“straight debt” securities that have agragate value of more than 1% of the issuer's andéhg securities. However, “straight debt”
securities include debt subject to the followingitiegencies:

e acontingency relating to the time of paymenintérest or principal, as long as either (i) thisrao change to the effective yield
of the debt obligation other than a change to thual yield that does not exceed the greater &%.8r 5% of the annual yield,
or (ii) neither the aggregate issue price nor tjgregate face amount of the issuer's debt obligatield by us exceeds $1
million and no more than 12 months of unaccrueerggt on the debt obligations can be required forépaid; and

e acontingency relating to the time or amounp@jment upon a default or prepayment of a debgatiin, as long as the
contingency is consistent with customary commenmiattice.

Straight debt securities also generally include:
* Any loan to an individual or an est¢
* Any “section 467 rental agreemeiather than an agreement with a related party te
* Any obligation to pay “rents from real propetty.
» Certain securities issued by governmental ent

* Any security issued by a RE!
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» Any debt instrument of an entity treated as dn@aship for federal income tax purposes to therof our interest as a partner
in the partnership.

« Any debt instrument of an entity treated as dna@aship for federal income tax purposes not diesdrin the preceding bullet
points if at least 75% of the partnership's grassine, excluding income from prohibited transagtismualifying income for
purposes of the 75% gross income test describedeabo

The Company believes that the aggregate valuesodehburities issued by its taxable REIT subsidiadi@mes not exceed 25% of the
aggregate value of its gross assets. As of eaelianet testing date prior to the election to treathecorporate subsidiary of the Company or
any other corporation in which the Company own@erest (other than another REIT or a qualified R&ubsidiary) as a taxable REIT
subsidiary, which election first became availabieJanuary 1, 2001, the Company believes it dicbmat more than 10% of the voting
securities of any such entity. In addition, the Qamy believes that as of each relevant testingutéte to the election to treat each corporate
subsidiary of the Company or any other corporaiiowhich the Company owns an interest (other theotreer REIT or a qualified REIT
subsidiary) as a taxable REIT subsidiary of the @any, the Company's pro rata share of the valtleeo$ecurities, including debt, of any
such corporation or other issuer owned (or treatedwned) by the Company did not exceed 5% ofdta value of the Company's assets.

With respect to each issuer in which the Compamyectly owns an interest that does not qualify &EdiT, a qualified REIT
subsidiary or a taxable REIT subsidiary, the Corydaglieves that its pro rata share of the valuthefsecurities, including debt, of any such
issuer owned (or treated as owned) does not eXa¥edf the total value of the Company's assets laiditt complies with the 10% voting
securities limitation and 10% value limitation wigsspect to each such issuer. In this regard, heryewe cannot provide any assurance that
the IRS might not disagree with the Company's datetions.

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

If we fail any of the asset tests for any quartet the failure exceeds the de minimis thresholdmilesd above, we may nevertheless
qualify as a REIT for that quarter if (1) after wdentify our failure to satisfy the asset teststfar quarter, we file a schedule in accordance
with IRS regulations with a description of eachetidhat caused the failure to satisfy any of tiséstat the close of the quarter, (2) our failure
to satisfy the tests is due to reasonable causeatrdlie to willful neglect; (3) we dispose of #msets described on the schedule within 6
months of the last day of the quarter in which dentified the failure to satisfy the asset testa(different period of time prescribed by the
IRS) or the asset tests are otherwise satisfidamibat period; and (4) we pay a tax on the faildthe tax is the greater of $50,000 or an
amount determined by multiplying the net incomeeagated by the assets described in the scheduleelyighest corporate tax rate. The tax
must be paid for the period beginning on the fiisy of the failure to satisfy the asset test resyifirom the failure and ending on the earlie
the date we dispose of the assets causing thedafithe end of the first quarter in which we ottise satisfy the tests.

Annual Distribution Requirements

To qualify for taxation as a REIT, the Internal Reue Code requires the Company to make distribsi{jotiner than capital gain
distributions) to its stockholders in an amourieast equal to (a) the sum of: (1) 90% of the Camy[sa’REIT taxable income” (computed
without regard to the dividends paid deduction sredCompany's net capital gain), and (2) 90% oftitencome, if any, from foreclosure
property in excess of the special tax on incommfforeclosure property, minus (b) the sum of cari@ms of non-cash income.

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

» the Company declares the dividends in October, Mdnex or December, the dividends were payable ttketiiders of record ¢
a specified date in such a month, and the Competyally paid the dividends during January of thesagquent year; or
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» the Company declares the dividends before ilirfiles its federal income tax return for suctageghe Company pays the
dividends in the 12-month period following the @axf the prior year and not later than the firgiutar dividend payment after
the declaration, and the Company elects on its&decome tax return for the prior year to hav@pacified amount of the
subsequent dividend treated as if paid in the pear.

Even if the Company satisfies the foregoing distitn requirements, the Company will be subjedatothereon to the extent that it
does not distribute all of its net capital gaifREIT taxable income” as adjusted. Furthermore¢hé Company fails to distribute at least the
sum of 85% of its ordinary income for that yeary®6f its capital gain net income for that year, angt undistributed taxable income from
prior periods, the Company would be subject to aek¥ise tax on the excess of the required disiohuiver the amounts actually distribut

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

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

The Company intends to make timely distributionicient to satisfy the annual distribution requirents. In this regard, the
partnership agreement of the Operating Partneesltiporizes the Company, as general partner, tosiadie steps as may be necessary to «
the Operating Partnership to distribute to itsimpend an amount sufficient to permit the Companyéet these distribution requirements.

We expect that the Company's REIT taxable inconliegemnerally be less than its cash flow due todh@wance of depreciation and
other non-cash charges in computing REIT taxatderire. Accordingly, the Company anticipates thgeierally will have sufficient cash or
liquid assets to enable it to satisfy the 90% iltigtion requirement. It is possible, however, it Company, from time to time, may not h
sufficient cash or other liquid assets to meetddf distribution requirement or to distribute sgecbater amount as may be necessary to
income and excise taxation. In this event, the Camgpnay find it necessary to arrange for borrowioigsf possible, pay taxable stock
dividends in order to meet the distribution reguoiest or avoid such income or excise taxation.

In the event that the Company is subject to ansaatjent to its REIT taxable income (as defined ioti®a 860(d)(2) of the Internal
Revenue Code) resulting from an adverse determiméiy either a final court decision, a closing agnent between the Company and the
under Section 7121 of the Internal Revenue Codagamement as to tax liability between the Compamy/an IRS district director, or a
statement by us attached to an amendment or supptémour federal income tax return, the Compaay fve able to rectify any resulting
failure to meet the 90% annual distribution requieait by paying “deficiency dividends” to stockhalsl¢éhat relate to the adjusted year but
that are paid in a subsequent year. To qualify defigiency dividend, the Company must make thé&itistion within 90 days of the adverse
determination and the Company also must satisfgrgthocedural requirements. If the Company satigfie statutory requirements of Section
860 of the Internal Revenue Code, a deductiorlasveld for any deficiency dividend subsequently gaidthe Company to offset an increase
in the Company's REIT taxable income resulting ftbmadverse determination. The Company, howewveast pay statutory interest on the
amount of any deduction taken for deficiency divide to compensate for the deferral of the taxlitgbi

Earnings and Profits

Throughout the remainder of this discussion, wquently will refer to “earnings and profits.” Eangis and profits is a concept used
extensively throughout corporate tax law, but iislefined in the Internal Revenue Code. Each catjpm maintains an “earnings and
profits” account that helps to measure whethestitlution originates from corporate earnings onfrother sources. Distributions generally
decrease the earnings and profits while incomergéinéncreases earnings and profits. If a corgorahas positive earnings and profits, the
distributions generally will be considered to cofrem corporate earnings. If a corporation has rraiags and profits, distributions generally
will be considered a return of capital and theritehgain.

Like-Kind Exchanges
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We may dispose of properties in transactions iredrid qualify as like—kind exchanges under therfrteRevenue Code. Such
like—kind exchanges are intended to result in thkelal of gain for federal income tax purposese Tilure of any such transaction to qualify
as a like—kind exchange could subject us to fedecame tax, possibly including the 100% prohibitexhsaction tax, depending on the facts
and circumstances surrounding the particular tictisa

Failure to Qualify

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

Sale-Leaseback Transactions

Some of our investments may be in the form of dakseback transactions. In most instances, depgidithe economic terms of
the transaction, we will be treated for federabime tax purposes as either the owner of the prppethe holder of a debt secured by the
property. We do not expect to request an opiniocoofsel concerning the status of any leases @kpties as true leases for federal income
tax purposes. The IRS may take the position tlspegific sale—leaseback transaction, which we asa true lease, is not a true lease for
federal income tax purposes but is, instead, anfimg arrangement or loan. In this event, for pagsoof the asset tests and the 75% gross
income test, each such loan likely would be vieasdecured by real property to the extent of thierfarket value of the underlying propel
We expect that, for this purpose, the fair marladtig of the underlying property would be determindithout taking into account our lease. If
a sale—leaseback transaction were so re—charaeriz might fail to satisfy the asset tests oritlkeme tests and, consequently, lose our
REIT status effective with the year of re—chardetdion. Alternatively, the amount of our REIT tém@income could be recalculated which
might also cause us to fail to meet the distributiequirement for a taxable year.

Taxation of U.S. Stockholders
As used in this prospectus, the term “U.S. Stoakéidimeans a holder of the Company's stock thafefiteral income tax purposes:
* is acitizen or resident of the United Ste

* is acorporation or partnership (including afitgrireated as a corporation or partnership fdefal income tax purposes) created
or organized in or under the laws of the Unitedear of any political subdivision thereof;

* is an estate, the income of which is subject tefakdncome taxation regardless of its sourc

* is any trust if a court within the United Staiesble to exercise primary supervision over tihaiaistration of the trust, and one
or more United States persons have the authoritpmtrol all substantial decisions of the trust.

For any taxable year for which the Company qudlife taxation as a REIT, amounts distributed kalde U.S. Stockholders will t
taxed as discussed below.

Distributions Generally . Distributions to U.S. Stockholders, other thapitd gain dividends discussed below, will condétu
dividends up to the amount of the Company's pasitiwrent and accumulated earnings and profitstarttiat extent, will be taxable to the
U.S. Stockholders. These distributions are noildégor the dividends received deduction for cogtimns. On May 28, 2003, President Bush
signed into law the Jobs Growth Tax Relief Recaatidn Act of 2003. Under this law, as subsequentbdified in 2005 and 2010, certain
“qualified dividend income” received by U.S. nonHeorate shareholders in taxable years 2003 thr@0dR is subject to tax at the same tax
rates as long-term capital gain (generally, undemew law, a maximum rate of 15% for such taxsbhes). Dividends received from REITSs,
however, generally are not
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eligible for these reduced rates and, therefork camtinue to be subject to tax at ordinary incorates (generally, a maximum rate of 35%
taxable years 2003-2012), subject to two narroveptions. Under the first exception, dividends reedifrom a REIT may be treated as
“qualified dividend income” eligible for the redut¢ax rates to the extent that the REIT itself temived qualified dividend income from
other corporations (such as taxable REIT subsgsarinder the second exception, dividends paia B¥IT in a taxable year may be treated
as qualified dividend income in an amount equah®sum of (i) the excess of the REIT's “REIT tdgahcome” for the preceding taxable
year over the corporélevel federal income tax payable by the REIT focts preceding taxable year and (ii) the exceshe®REIT's income
that was subject to the Built-in Gains Tax in thegeding taxable year over the tax payable by 88 Rn such income for such preceding
taxable year. We do not anticipate that a matpodion of our distributions will be treated as lified dividend income.

To the extent that the Company makes a distributiaxcess of its positive current and accumulatthings and profits, the
distribution will be treated first as a tax-fre¢um of capital, reducing the tax basis in the (B®ckholder's common stock, and then the
distribution excess of such basis will be taxabléne U.S. Stockholder as gain realized from the shits stock. Dividends declared by the
Company in October, November or December of any gagable to a U.S. Stockholder of record on aifipdadate in any such month will
be treated as both paid by the Company and recéiyéae stockholders on December 31 of that yeaniged that the Company actually
pays the dividends during January of the followdadendar year.

Capital Gain Distributions.  Distributions to U.S. Stockholders that the @amy properly designates as capital gain dividevitls
be treated as longrm capital gains (to the extent they do not eddbe Company's actual net capital gain) for tixaltée year without regai
to the period for which the U.S. Stockholder hasl iés or her stock. However, corporate stockhadeay be required to treat up to 20% of
certain capital gain dividends as ordinary inco@apital gain dividends are not eligible for theidends received deduction for corporations.

The Company may elect to retain and pay incometaxet longterm capital gain that it received during the taaly In this instanc
U.S. Stockholders will include in their income thgioportionate share of the undistributed longrteapital gains as designated by the
Company. The U.S. Stockholders will also be deetadthve paid their proportionate share of the waMch would be credited against such
stockholders' U.S. income tax liability (and refeddo the extent it exceeds such liability). Iniddd, the basis of the U.S. Stockholders'
shares will be increased by the excess of the atraduwrapital gain included in its income over tmeaunt of tax it is deemed to have paid.

Any capital gain with respect to capital assetslliet more than one year that is recognized orretise properly taken into account
before January 1, 2013, generally will be taxed tmneorporate taxpayer at a maximum rate of 15%. Ircee of capital gain attributable
the sale of real property held for more than orar yguch gain will be taxed at a maximum rate 8626 the extent of the amount of
depreciation deductions previously claimed wittpezs to such property. With respect to distributioiesignated by the Company as capital
gain dividends (including any deemed distributiohsetained capital gains), subject to certaintémihe Company may designate, and will
notify its shareholders, whether the dividend iatde to non-corporate shareholders at regular-terrg capital gains rates (currently at a
minimum rate of 15%) or at the 25% rate applicablanrecaptured depreciation.

Passive Activity Loss and I nvestment Interest Limitations. Distributions from the Company and gain from digposition of stock
will not be treated as passive activity income ahdrefore, U.S. Stockholders will not be ablepplg any “passive losses” against such
income. Dividends from the Company (to the exthet/tdo not constitute a return of capital) gengnaill be treated as investment income
for purposes of the investment interest limitatiNiet capital gain from the disposition of stockcapital gain dividends generally will be
excluded from investment income unless the U.Sckbtolder elects to have the gain taxed at ordimargme rates. Stockholders are not
allowed to include on their own federal income taturns any tax losses of the Company.

Dispositions of Shares. In general, U.S. Stockholders will realize cdpifain or loss on the disposition of stock equahi®
difference between the amount of cash and therfarket value of any property received on the digjpmsand that stockholders' adjusted
basis in the common stock. This gain or loss wélidbcapital gain or loss if the U.S. Stockholdes neld the shares as a capital asset. The
applicable tax rate will depend on the stockhotdedlding period in the asset (generally, if thazkholder has held the asset for more than
one year, it will produce long-term capital gaingahe stockholder's tax bracket (the maximum fi@t@on-corporate taxpayers currently
being 15%). The IRS has the authority to prescidé¢ has not yet prescribed, regulations that waplaly a capital gain tax rate of 25%
(which is generally higher than the long-term calpifain tax rates for non-corporate stockholdersg) portion of capital gain realized by a
non-corporate stockholder on the sale of stockwhmatld correspond to the Company's “unrecapturexdi®@e1250 gain.’Stockholders shoul
consult with their own tax advisors with respectheir capital gain tax liability. In general, alogs recognized by a U.S. Stockholder upon
the sale or other disposition of stock that theldtolder has held for six months or less, aftedyapg the holding period rules,
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will be treated as a long-term capital loss, todRtent of distributions received by the U.S. Stailer from the Company that were required
to be treated as long-term capital gains.

Treatment of Tax-Exempt Stockholders. Distributions from the Company to a taxempt employee pension trust or other dom
tax-exempt stockholder generally will not consgttminrelated business taxable income,” which werref as “UBTI,” unless the stockholder
has borrowed to acquire or carry its stock or lsesluhe shares in a trade or business.

However, for tax-exempt stockholders that are $atids, voluntary employee benefit associationpptemental unemployment
benefit trusts and qualified group legal servickesip exempt from federal income taxation underiBest501(c)(7), (c)(9), (c)(17) and (c)(20)
of the Internal Revenue Code, respectively, incfnom an investment in the Company will constitut8T unless the organization properly
sets aside or reserves such amounts for purposesiisg in the Internal Revenue Code. These taxmatetockholders should consult their
own tax advisors concerning these “set aside” asdrve requirements.

Qualified trusts that hold more than 10% (by valofthe shares of pension-held REITs may be reduodreat a certain percentage
of such a REIT's distributions as UBTI. A REIT i§pension-held REIT” only if the REIT would not difg as such for federal income tax
purposes but for the application of a “look-throtighception to the five or fewer requirement apalite to shares held by qualified trusts and
the REIT is “predominantly held” by qualified trgstA REIT is predominantly held if either at lease qualified trust holds more than 25%
by value of the REIT interests or qualified trugtach owning more than 10% by value of the REI&regts, holds in the aggregate more than
50% of the REIT interests. The percentage of anyRitvidend treated as UBTI is equal to the ratidga) the UBTI earned by the REIT
(treating the REIT as if it were a qualified trasid therefore subject to tax on UBTI) to (b) theatgross income (less certain associated
expenses) of the REIT. In the event that this riatless than 5% for any year, then the qualifredttwill not be treated as having received
UBTI as a result of the REIT dividend. For thesepmses, a qualified trust is any trust describeSention 401(a) of the Internal Revenue
Code and exempt from tax under Section 501(a)efriternal Revenue Code. The restrictions on oviilgif common stock in the
Company's charter generally will prevent applicatid the provisions treating a portion of REIT distitions as UBTI to qualified trusts uni
the pension-held REIT rules, absent a waiver ofdisérictions by the board of directors.

Special Tax Considerations for Non-U.S. Stockholdsr

In general, non-U.S. Stockholders will be subjeategular federal income tax with respect to tireiestment in the Company if the
income from the investment is “effectively conneteith the non-U.S. Stockholder's conduct of al&@r business in the United States. A
corporate non-U.S. Stockholder that receives inctiraeis (or is treated as) effectively connectdithwa U.S. trade or business also may be
subject to the branch profits tax under Section @#e Internal Revenue Code, which is imposeaddition to regular federal income tax at
the rate of 30%, subject to reduction under araty, if applicable. Effectively connected incothat meets various certification
requirements will generally be exempt from withhiotgd The following discussion will apply to non-U.Stockholders whose income from
their investments in the Company is not so effetyiconnected (except to the extent that the Forkigestment in Real Property Tax Act of
1980 (“FIRPTA”) rules discussed below treat suatome as effectively connected income).

A distribution by the Company that is not attrithltato gain from the sale or exchange by the Compéa United States real
property interest and that the Company does naguate as a capital gain distribution will be texhtis an ordinary income dividend to the
extent that the Company pays the distribution dutiorent or accumulated earnings and profits ef@mmpany. Generally, any ordinary
income dividend will be subject to a federal incotae, required to be withheld by the Company, equ&0% of the gross amount of the
dividend, withheld by the Company, unless an applie tax treaty reduces this tax. Such a distriiouth excess of the Company's earnings
and profits will be treated first as a return opital that will reduce a non-U.S. Stockholder'sibas its common stock (but not below zero)
and then as gain from the disposition of such stthektax treatment of which is described undertites discussed below with respect to
dispositions of common stock.

Distributions by the Company that are attributablgain from the sale or exchange of a United Stegal property interest will be
taxed to a non-U.S. Stockholder under FIRPTA. Slistributions are taxed to a non-U.S. Stockholdeif the distributions were gains
“effectively connected” with a United States tradebusiness. Accordingly, a non-U.S. Stockholdél vé taxed at the normal capital gain
rates applicable to a U.S. Stockholder (subjeanpapplicable alternative minimum tax and a spediarnative minimum tax in the case of
nonresident alien individuals). Such distributiatso may be subject to a 30% branch profits taxnwhade to a foreign corporation that is
entitled to an exemption or reduced branch prédixsrate under a tax treaty.
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Although the law is not clear on this matter, ipagrs that amounts designated by the Company astiimated capital gains in
respect of stock generally should be treated veifipect to non-U.S. Stockholders in the same mawactual distributions by the Company
of capital gain dividends. Under that approach nbe-U.S. Stockholder would be able to offset asedit against their resulting federal
income tax liability an amount equal to their prammate share of the tax paid by the Company erutidistributed capital gains, and to
receive from the IRS a refund to the extent itgprtonate share of this tax paid by the Compansevi@ exceed its actual federal income tax
liability.

Although tax treaties may reduce the Company'shwittiing obligations, the Company generally willdeguired to withhold from
distributions to nord.S. Stockholders, and remit to the IRS, 35% ofgieded capital gain dividends (or, if greater, 36Rthe amount of an
distributions that could be designated as capdal dividends) and 30% of ordinary dividends paitl @ earnings and profits. In addition, if
the Company designates prior distributions as abgdin dividends, subsequent distributions, ughéoamount of such prior distributions that
the Company designated as capital gains dividemitidye treated as capital gain dividends for puwg®of withholding. In addition, the
Company may be required to withhold 10% of disttifis in excess of the Company's current and actatediearnings and profits. If the
amount of tax withheld by the Company with resged distribution to a non-U.S. Stockholder excabdsstockholder's United States tax
liability with respect to such distribution, themt).S. Stockholder may file for a refund of sucleess from the IRS.

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

* alower treaty rate applies and the non-U.Scitolder files with the Company an IRS Form W-8B&Mdencing eligibility for
that reduced treaty rate;

» the non-U.S. Stockholder files with the CompanyiRS Form W-8ECI claiming that the distributi@nncome effectively
connected with the non-U.S. Stockholder's tradeusiness so that no withholding tax is required; or

» the distributions are treated for FIRPTA withholglitax purposes as attributable to a sale of ald& property interest, in whi
case tax will be withheld at a 35% rate.

Unless the stock constitutes a “U.S. real propetgrest” within the meaning of FIRPTA, a sale tufck by a non-U.S. Stockholder
generally will not be subject to federal incomeation. The stock will not constitute a U.S. reagperty interest if the Company is a
“domestically-controlled REIT.” A domestically-cantled REIT is a REIT in which at all times duriagspecified testing period less than
50% in value of its shares is held directly or ieditly by non-U.S. Stockholders. We currently aptite that the Company will be a
domestically-controlled REIT and, therefore, the sale of stock will not be subject to taxatiodemFIRPTA. However, because the
Company's common stock will be publicly traded,caanot assure you that the Company will be a dacadistcontrolled REIT. If the
Company were not a domestically-controlled REITipa-U.S. Stockholder's sale of stock would be suligetax under FIRPTA as a sale of a
U.S. real property interest unless the stock wezgularly traded” on an established securities etafduch as the NYSE) on which the
common stock will be listed and the selling stodkleo owned no more than 5% of the common stockutiinout the applicable testing peri
If the gain on the sale of stock were subject xatian under FIRPTA, the non-U.S. Stockholder wdaddsubject to the same treatment as a
U.S. Stockholder with respect to the gain (subjectpplicable alternative minimum tax and a spegigrnative minimum tax in the case of
nonresident alien individuals). However, even & tbompany's common stock is not a U.S. real prppeterest, a nonresident alien's gains
from the sale of stock will be taxable if the nasident alien individual is present in the Unitedt8s for 183 days or more during the taxable
year and certain other conditions apply, in whiakecthe nonresident alien individual will be subjeca 30% tax on his or her U.S. sou
capital gains.

A purchaser of stock from a non-U.S. Stockholdédl mdgt be required to withhold under FIRPTA on thechase price if the
purchased stock is “regularly traded” on an esshklil securities market or if the Company is a dtivadly-controlled REIT. Otherwise, the
purchaser of stock from a non-U.S. Stockholder trayequired to withhold 10% of the purchase priog @mit this amount to the IRS. The
Company's common stock currently is traded on tH&BL We believe that the Company qualifies undéh bioe regularly traded and the
domestically-controlled REIT exceptions to withhialgl but we cannot provide any assurance to thateff

On May 17, 2006, the Tax Increase Prevention arabiRaliation Act of 2005 (“TIPRA”) was enacted. RR requires any
distribution that is made by a REIT that would otiise be subject to FIRPTA because the distribuaattributable to the disposition of a
United States real property interest to retaiccliaracter as FIRPTA income when distributed toragylated investment company or other
REIT, and to be treated as if it were from the dggion of a United States real property intergstiat regulated investment company or o
REIT. This provision of TIPRA applies to distribois with
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respect to taxable years beginning after Decembe?@®5. A “wash sale” rule is also included ifPRIA for transactions involving certain
dispositions of REIT stock to avoid FIRPTA tax degbsitions of United States real property intexeShese wash sale rules are applicable tc
transactions occurring on or after the thirtietly #idlowing the date of enactment of TIPRA.

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

Information Reporting Requirements and Backup Withholding Tax

U.S. Stockholders. In general, information reporting requirementd apply to payments of distributions on the Comparstock
and payments of the proceeds of the sale of thep@oy’s stock, unless an exception applies. Furthempayer will be required to withhold
backup withholding tax if:

» the payee fails to furnish a taxpayer identificatitmumber to the payer or to establish an exemta@n backup withholding
» the IRS notifies the payer that the taxpayer idieation number furnished by the payee is incor

« anotified payee has been under-reporting vésipect to interest, dividends or original issuealisit described in Section 3406
(c) of the Internal Revenue Code; or

» the payee has failed to certify under the pgnatliperjury that the payee is not subject to backithholding under the Internal
Revenue Code.

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

Non-U.S. Stockholders. Generally, information reporting will apply toyraents of distributions on the Company's stock, and
backup withholding may apply, unless the payeeafmesthat it is not a U.S. person or otherwisakkshes an exemption.

The payment of the proceeds from the dispositioth@fCompany's stock to or through the U.S. offite U.S. or foreign broker wi
be subject to information reporting and, possibigkup withholding unless the non-U.S. Stockhotagtifies as to its non-U.S. status or
otherwise establishes an exemption, provided tieabtoker does not have actual knowledge thatttekisolder is a U.S. person or that the
conditions of any other exemption are not, in faatjsfied. The proceeds of the disposition by mdds. Stockholder of the Company's stock
to or through a foreign office of a broker gensgraiill not be subject to information reporting caidkup withholding. However, if the broke
a U.S. person, a controlled foreign corporationdds. tax purposes or a foreign person 50% or mbiese gross income from all sources for
specified periods is from activities that are effifeely connected with a U.S. trade or businesgrimfation reporting generally will apply
unless the broker has documentary evidence ag toai-U.S. Stockholder's foreign status and haschual knowledge to the contrary.

Applicable Treasury regulations provide presumgicggarding the status of stockholders when paysrterthe stockholders cannot
be reliably associated with appropriate documentigtrovided to the payer. Under these Treasurylaigas, some stockholders are required
to have provided new certifications with respegpayments made after December 31, 2000. Becauspfitieation of these Treasury
regulations varies depending on the stockholdarsqular circumstances, you should consult yoxratdvisor regarding the information
reporting requirements applicable to you.

Recent Legislation

On March 18, 2010, the President signed into laavHiring Incentives to Restore Employment Act o1@@the “HIRE Act”). The
HIRE Act imposes a U.S. withholding tax at a 30% r@n dividends and proceeds of sale in respeatioghares received by U.S.
shareholders who own their shares through foredgouants or foreign intermediaries and certain no8:dhareholders if certain disclosure
requirements related to U.S. accounts or owneial@mot satisfied. If payment of withholding taxesequired, nord.S. shareholders that i
otherwise eligible for an exemption from, or redaoctof, U.S. withholding taxes with respect to suividends and proceeds will be required
to seek a refund from the IRS to obtain the beméfituch exemption or reduction. We will not pay adlditional amounts in respect of any
amounts withheld. These new withholding rules aeegally effective for payments made after Decendiie2012.
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On March 30, 2010, the President signed into leevtkalth Care and Education Reconciliation Act@E@ (the “Reconciliation
Act”). The Reconciliation Act will require certaln.S. shareholders who are individuals, estatesiststo pay a 3.8% Medicare tax on,
among other things, dividends on and capital giora the sale or other disposition of shares, slifecertain exceptions. This tax will ap
for taxable years beginning after December 31, 2012

Tax Aspects of the Operating Partnership

General . The Operating Partnership holds substantiallpfaithe Company's investments. In general, partijgssare “pass-
through” entities that are not subject to fedemabime tax. Rather, partners are allocated thepgtmnate shares of the items of income,
gain, loss, deduction and credit of a partnersmig, are potentially subject to tax thereon, withegiard to whether the partners receive a
distribution from the partnership. The Company iidiels in its income its proportionate share of tl@@gerating Partnership items for purpc
of the various REIT income tests and in the comriaof its REIT taxable income. Moreover, for posgs of the REIT asset tests, the
Company includes its proportionate share of assdtsby the Operating Partnership.

Tax Allocations with Respect to the Properties. Pursuant to Section 704(c) of the Internal Reeddiade, income, gain, loss and
deduction attributable to appreciated or depredipteperty that is contributed to a partnershipxnhange for an interest in the partnership,
must be allocated in a manner such that the catiinidp partner is charged with the unrealized gairhenefits from the unrealized loss,
associated with the property at the time of therdomtion. The amount of the unrealized gain oraatized loss is generally equal to the
difference between the fair market value of contiglol property at the time of contribution and tdgisted tax basis of the property at the 1
of contribution, which we refer to as a “book-taKetence.” These allocations are solely for fetleraome tax purposes and do not affect the
book capital accounts or other economic or legareyements among the partners. The Operating Psintpevas formed by way of
contributions of appreciated property. Consequetttly partnership agreement of the Operating Pattiperequires allocations to be made in
a manner consistent with Section 704(c) of therh@eRevenue Code.

In general, the partners who have contributed @stsrin the appreciated properties to the Oper&artnership will be allocated
lower amounts of depreciation deductions for tasppees than such deductions would be if determamea pro rata basis. In addition, in the
event of the disposition of any of the contribuéasdets that have a book-tax difference, all taxialoleme attributable to the book-tax
difference generally will be allocated to the cdniting partners, and the Company generally wilabecated only its share of capital gains
attributable to appreciation, if any, occurringeafthe closing of the acquisition of the propettisis will tend to eliminate the book-tax
difference over the life of the Operating Partngrshlowever, the special allocation rules of Setfi@4(c) of the Internal Revenue Code do
not always entirely eliminate the book-tax differeron an annual basis or with respect to a spaeiible transaction such as a sale. Thus,
the carryover basis of the contributed assetsdarhtinds of the Operating Partnership will causeCihmpany to be allocated lower
depreciation and other deductions and possibly aisaf taxable income in the event of a sale ofcth@ributed assets in excess of the
economic or book income allocated to it as a resuthe sale. This may cause the Company to rezedgakable income in excess of cash
proceeds, which might adversely affect the Comgaalyility to comply with the REIT distribution reigeiments.

Treasury Regulations under Section 704(c) of therhal Revenue Code provide partnerships with &cehaf several methods of
accounting for book-tax differences, including tiraditional method” that may leave some of the lbtax differences unaccounted for, or
election of certain methods which would permit aistortions caused by a book-tax difference tori&ay rectified on an annual basis or
with respect to a specific taxable transaction aagh sale. The Operating Partnership and the Qoniave determined to use theatlitiona
method” for accounting for book-tax differenceshwigéspect to the properties contributed to the &tpey Partnership. As a result of this
determination, distributions to stockholders wil tomprised of a greater portion of taxable incame less return of capital than if another
method for accounting for book-tax differences bhadn selected. The Operating Partnership and thg&uy have not determined which of
the alternative methods of accounting for booketdferences will be elected with respect to projsrtontributed to the Operating
Partnership in the future.

With respect to any property purchased by the Qgr&@artnership, this property initially will haweetax basis equal to its fair
market value and Section 704(c) of the InternaldRere Code will not apply.

Basisin Operating Partnership Interest. The Company's adjusted tax basis in its inténeste Operating Partnership generally:

« will equal the amount of cash and the basis of@hgr property contributed to the Operating Padnigrby the Compan
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« willincrease by its allocable share of the Gyeig Partnership's income and its allocable sbhdebt of the Operating
Partnership; and

« will decrease, but not below zero, by the Compaaljteable share of losses suffered by the Oper&artnership, the amount
cash distributed to the Company, and constructistillutions resulting from a reduction in the Canp's share of debt of the
Operating Partnership.

If the allocation of the Company's distributive shaf the Operating Partnership's loss exceedadhested tax basis of the
Company's partnership interest in the Operatingneship, the recognition of the excess loss vélbieferred until such time and to the ex
that the Company has an adjusted tax basis int#sest in the Operating Partnership. To the exttettthe Operating Partnership's
distributions, or any decrease in the Company'sesbfathe debt of the Operating Partnership (sweztrehses being considered a cash
distribution to the partners) exceed the Compaanfssted tax basis, the excess distributions (@stusuch constructive distributions)
constitute taxable income to the Company. Thislilxancome normally will be characterized as a loergn capital gain if the Company has
held its interest in the Operating Partnershigdager than one year, subject to reduced tax dessribed above for non-corporate U.S.
Stockholders, to the extent designated by the Cagnpa a capital gain dividend. Under current laapital gains and ordinary income of
corporations generally are taxed at the same malrgates.

Sale of the Properties. The Company's share of gain realized by the QGipgrRartnership on the sale of any property hglthie
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 frgorohibited transaction that is subject to a 100%afig tax. Prohibited transaction income
also may have an adverse effect upon the Compabijity to satisfy the income tests for qualifieatias a REIT. Under existing law, whetl
the Operating Partnership holds its property asritry or primarily for sale to customers in thdinary course of its trade or business is a
question of fact that depends on all the factsamiimstances with respect to the particular tretisa. The Operating Partnership intends to
hold the properties for investment with a viewdod-term appreciation, to engage in the businessadiring, developing, owning and
operating the properties and to make such occdsiaies of the properties, including peripheratliaes are consistent with the Operating
Partnership's investment objectives.

State and Local Tax

The Company and its stockholders may be subjestbte and local tax in various states and localitiecluding those in which it or
they transact business, own property or reside tZhéreatment of the Company and the stockholitessich jurisdictions may differ from tl
federal income tax treatment described above. Qures#ly, prospective stockholders should conselir twn tax advisors regarding the
effect of state and local tax laws on an investnirettie Company's stock.

PLAN OF DISTRIBUTION

We may offer and sell these securities:

» through underwriting syndicates represented byasmaore managing underwrite

» to or through underwriters or deal

« through agents;

« directly to one or more purchast

We may distribute the securities from time to tim@®ne or more transactions at:

» afixed price

* market prices prevailing at the time of s

e prices related to prevailing market prices

e negotiated price
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We will describe the name or names of any undeevajtdealers or agents and the purchase price sktturities in a prospectus
supplement relating to the securities.

In connection with the sale of the securities, umdligers may receive compensation from us or framchasers of the securities, for
whom they may act as agents, in the form of distsyuwwoncessions or commissions. Underwriters méyhgesecurities to or through dealers,
and these dealers may receive compensation imthredf discounts, concessions or commissions flwgrunderwriters and/or commissions
from the purchasers for whom they may act as agemtserwriters, dealers and agents that particippetiee distribution of the securities may
be deemed to be underwriters, and any discourdsromissions they receive from us, and any profithenresale of the securities they rea
may be deemed to be underwriting discounts and desiwns, under the Securities Act. The prospeatpplement will identify any
underwriter or agent and will describe any compgosahey receive from us.

Unless otherwise specified in the prospectus sopphe, each series of the securities will be a reswe with no established trading
market, other than the Company's common stock,wilicurrently listed on the NYSE. We may eledigbany series of debt securities,
preferred stock or depositary shares on an exchéugare not obligated to do so. It is possiblg ine or more underwriters may make a
market in a series of the securities, but undeensitvill not be obligated to do so and may discargiany market making at any time without
notice. Therefore, we can give no assurance aheuiquidity of the trading market for any of thecsrrities.

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

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

If indicated in the prospectus supplement, we mali@ize underwriters or other persons acting asagents to solicit offers by
institutions to purchase securities from us purst@oontracts providing for payment and delivenyaofuture date. Institutions with which we
may make these delayed delivery contracts includencercial and savings banks, insurance compargasjgn funds, investment compan
educational and charitable institutions and othEng obligations of any purchaser under any suthydd delivery contract will be subject to
the condition that the purchase of the securitied! ®10t at the time of delivery be prohibited unttee laws of the jurisdiction to which the
purchaser is subject. The underwriters and othentagwill not have any responsibility with regaodhe validity or performance of these
delayed delivery contracts.

LEGAL MATTERS

The validity of the securities offered hereby hasrbpassed upon for us by DLA Piper LLP (US), RdleNorth Carolina. In
addition, DLA Piper LLP (US) has rendered an opiniath respect to certain federal income tax mattetating to the Company. Two
partners of DLA Piper LLP (US) beneficially own aggregate of less than 0.01% of the Company's constozk.

EXPERTS

The financial statements, and financial statemeimdules, incorporated in this prospectus by raferédrom Highwoods Properties
Inc.'s Annual Report on Form 10-K, and the effemtiess of Highwoods Properties Inc.'s internal abwover financial reporting, have been
audited by Deloitte & Touche LLP, an independegistered public accounting firm, as stated in tiefrorts which are incorporated herein
by reference. Such financial statements and firustatement schedules have been so incorporatetiance upon the reports of such firm
given upon their authority as experts in accounéing auditing.

The financial statements and related financiakstant schedules, incorporated in this prospectusfeyence from Highwoods
Realty Limited Partnership's Annual Report on FAOrK, have been audited by Deloitte & Touche LLRPjradependent registered public
accounting firm, as stated in their report whichlso incorporated herein by reference. Such filmhstatements and financial statement
schedules have been so incorporated in reliance tin@oreport of such firm given upon their authpas experts in accounting and auditing.
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WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, gretatements and other information with the SEQu ¥y read and copy any
document that we file at the SEC's public referewcen at 100 F Street, N.E., Washington, D.C. 20848ase call the SEC at (800) SEC-
0330 for further information about the public refiece room. Such reports are also available toub&githrough the SEC's Internet site at
www.sec.gov. In addition, since some of our se@giare listed on the NYSE, you can read our SH@)§ at the offices of the NYSE, 20
Broad Street, New York, New York 10005.

This prospectus is part of a registration statertieattwe have filed with the SEC. The SEC allowsau§ncorporate by reference”
the information that we file with them, which medhat we can disclose important information to yyueferring you to those documents.
The information incorporated by reference is comsid to be part of this prospectus, and later imétion that we file with the SEC will
automatically update and supersede this informatéa incorporate by reference the documents lisedow and any future documents filed
with the SEC under Sections 13(a), 13(c), 14 od}16{ the Exchange Act until this offering is termated.

* The Company's 2010 Annual Report on FornK10-
e The Operating Partnership's 2010 Annual Repofarm 10K; anc

e The description of the Company's common stocluthed in the Company's Registration StatementaymmB-A dated May 16,
1994.

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

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

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