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If any of the securities being registered on tlasnfrare being offered on a delayed or continuogsshaursuant to Rule 415 under the
Securities Act of 1933, other than securities @ffeonly in connection with dividend or interesirastment plans, check the following box.
[X] If this form is filed to register additional serities for an offering pursuant to Rule 462(bylenthe Securities Act, please check the
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this form is a post-effective amendment filed parsio Rule 462(c) under the Securities Act, chibekfollowing box and list the Securities
Act registration statement number of the earliéaive registration statement for the same offgr[
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CALCULATION OF REGISTRATION FEE

Title of Each Class Proposed Maximum Amount of
Being Registered(1) Aggregate Offering Price(2) Registration Fee(3)
Highwoods Properties, Inc.
Common Stock, $.01 par value(4).........c.c........
Preferred Stock, $.01 par value...................

Depositary Shares(5) .....cccovververvenienens $830,000,000 $251,516
Guarantees(B) ......cceeeveeeeeiiiieeeiiiennnes
Highwoods/Forsyth Limited Partnership Non-convertib le Debt Securities $420,000,000 $127,273

(1) This registration statement also covers cotdréiat may be issued by the registrants underhnthie counterparty may be required to
purchase Debt Securities, Preferred Stock, Depygsiaares or Common Stock covered hereby.

(2) In U.S. Dollars or the equivalent thereof deimated in one or more foreign currencies or uniitss@ or more foreign currencies or
composite currencies (such as European Currendg)Jni

(3) Calculated pursuant to Rule 457(0) of the raled regulations under the Securities Act of 1283amended.

(4) Highwoods Properties, Inc. (the "Company") atsgisters hereunder an indeterminate number oésted Common Stock that may be
issued upon conversion of Preferred Stock or Démgysbhares. No separate consideration will beivedgfor Common Stock as may from
time to time be issued upon conversion of PrefeBtdk or Depositary Shares.

(5) To be represented by Depositary Receipts reptig) an interest in all or a specified portioraagfhare of Preferred Stock.

(6) Debt Securities issued by Highwoods/ForsythitechPartnership may be accompanied by a Guaréamtee issued by the Company. No
separate consideration will be received for anyr@uize.

The registrants hereby amend this registratioristant on such date or dates as may be necessiglayoits effective date until the
registrants shall file a further amendment whichcsfically states that this registration statensdll thereafter become effective in
accordance with Section 8(a) of the SecuritiescAd933 or until the registration statement shattdme effective on such date as the
Commission, acting pursuant to said Section 8(a), determine.



Information contained herein is subject to completbr amendment. A registration statement relatintyese securities has been filed with
Securities and Exchange Commission. These secunités not be sold nor may offers to buy be acceptied to the time the registration
statement becomes effective. This prospectus sbationstitute an offer to sell or the solicitatminan offer to buy nor shall there be any sale
of these securities in any state in which suchrpffelicitation or sale would be unlawful priorregistration or qualification under the
securities laws of any such state.

SUBJECT TO COMPLETION
PRELIMINARY PROSPECTUSDATED MAY 1, 1998

PROSPECTUS

$1,250,000,000

Highwoods Properties, Inc.
Common Stock, Preferred Stock and Depositary Shdighsvoods/Forsyth Limited Partnership Debt Se@sit
Highwoods Properties, Inc. (the "Company") may friimme to time offer in one or more series (i) slsasécommon stock, $.01 par value per
share ("Common Stock"), (ii) shares of preferrextist $.01 par value per share ("Preferred Stoeki), (iii) shares of Preferred Stock
represented by depositary shares (the "DepositaayeS"), with an aggregate public offering pricaipfto $830,000,000 (or its equivalent in
another currency based on the exchange rate #trtbef sale) in amounts, at prices and on ternizetdetermined at the time of offering.
Highwoods/Forsyth Limited Partnership (the "OperatPartnership”) may from time to time offer in @remore series unsecured non-
convertible debt securities ("Debt Securities"thvan aggregate public offering price of up to $820,000 (or its equivalent in another
currency based on the exchange rate at the tiral®f in amounts, at prices and on terms to berdeted at the time of offering. The
Common Stock, Preferred Stock, Depositary Shard<$etot Securities (collectively, the "Securitiesiqy be offered, separately or together,
in separate series in amounts, at prices and orster be set forth in one or more supplementsisoRtospectus (each a "Prospectus
Supplement"). If any Debt Securities issued by@perating Partnership are rated below investmeadegat the time of issuance, such Debt
Securities will be fully and unconditionally guateed by the Company as to payment of principaimium, if any, and interest (the
"Guarantees"). Debt Securities rated investmerdaggnaay also be accompanied by a Guarantee to teete@nd on the terms described he
and in the accompanying Prospectus SupplementCohgany conducts substantially all of its actiwttarough, and substantially all of its
assets are held by, directly or indirectly, the @fing Partnership. Consequently, the Company'satipg cash flow and its ability to service
its financial obligations, including the Guarantegesiependent upon the cash flow of, and distidmstor other payments from, the Operating
Partnership to the Company.
The specific terms of the Securities in respeattoth this Prospectus is being delivered will befegh in the applicable Prospectus
Supplement and will include, where applicableir(ijhe case of Common Stock, any initial publiceoifig price; (ii) in the case of Preferred
Stock, the specific title and stated value, anyddind, liquidation, redemption, conversion, votarg other rights, and any initial public
offering price;
(iii) in the case of Depositary Shares, the frawishare of Preferred Stock represented by eathBepositary Share; and (iv) in the case of
Debt Securities, the specific title, aggregate@pal amount, currency, form (which may be registieor bearer, or certificated or global),
authorized denominations, maturity, rate (or mamfi@alculation thereof) and time of payment o&neist, terms for redemption at the option
of the Operating Partnership or repayment at thioopf the holder, terms for sinking fund paymemvenants, applicability of any
Guarantees and any initial public offering prigeatdition, such specific terms may include limdas on direct or beneficial ownership and
restrictions on transfer of the Securities, in ea&be as may be appropriate to preserve the siftiuse Company as a real estate investment
trust ("REIT") for Federal income tax purposes.

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

SEE "RISK FACTORS' BEGINNING ON PAGE 3 OF THISPROSPECTUSFOR A
DESCRIPTION OF CERTAIN FACTORS THAT SHOULD BE CONSIDERED BY PURCHASERS OF THE
SECURITIES.

The Securities may be offered directly, throughragjelesignated from time to time by the CompantherOperating Partnership, or to or
through underwriters or dealers. If any agentsnalenwriters are involved in the sale of any of $eeurities, their names, and any applicable
purchase price, fee, commission or discount arraege between or among them, will be set forth, lirbe calculable from the information
set forth, in an accompanying Prospectus SupplerBesst "Plan of Distribution.” No Securities maysioéd without delivery of a Prospectus
Supplement describing the method and terms of ffleeirmy of such series of Securities. THESE SECUERH HAVE NOT BEEN
APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHUKSE COMMISSION OR ANY STATE SECURITIES
COMMISSION NOR HAS THE SECURITIES AND EXCHANGE COMIZSION OR ANY STATE SECURITIES COMMISSION
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSRHEUS. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE. The date of this Prospectus isyMa998.



AVAILABLE INFORMATION

The Company and the Operating Partnership are cubjéhe information reporting requirements of 8erurities Exchange Act of 1934, as
amended (the "Exchange Act"), and in accordanaewith the Company files reports, proxy statemamis other information with the
Securities and Exchange Commission (the "CommiSpammd the Operating Partnership files reports whith Commission. Such reports,
proxy statements and other information may be ictgukand copied, at prescribed rates, at the ptdficence facilities of the Commission at
450 Fifth Street, N.W., Washington, D.C. 25049, Rab024, and at the Commission's New York regioffidd@at Seven World Trade
Center, New York, New York 10048 and at the Comiuiss Chicago regional office at Citicorp CentddQ5V. Madison Street, Chicago,
lllinois 60661. Such information, when availablisscamay be accessed through the Commission's etéciiata gathering, analysis and
retrieval system ("EDGAR") via electronic meangirling the Commission's home page on the Intdhtgd:// www.sec.gov). In addition,
the Common Stock of the Company, certain seri¢eferred Stock and Depositary Shares of the Coyngad certain debt securities of the
Operating Partnership are listed on the New YodcEExchange ("NYSE"), and similar information centing the Company or the
Operating Partnership can be inspected and copide affices of the NYSE, 20 Broad Street, New kK dtew York 10005.

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

INCORPORATION OF CERTAIN DOCUMENTSBY REFERENCE

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

a. The Company's annual report on Form 10-K forythe ended December 31, 1997 (as amended on29pri1998);
b. The Operating Partnership's annual report omHd@-K for the year ended December 31, 1997 (amdeateon April 29, 1998);

c. The Company's current reports on Form 8-K, dasdiary 9, 1997 (as amended on February 7, 198i¢hVL0, 1997 and April 28, 1998),
August 27, 1997 (as amended on September 23, 108%ber 1, 1997, November 17, 1997, January 223,1Rebruary 2, 1998, April 20,
1998 and April 29, 1998;

d. The Operating Partnership's current reportsammBK, dated January 9, 1997 (as amended on Februd897, March 10, 1997 and Af
28, 1998), October 1, 1997, November 17, 1997, algn2R, 1998, February 2, 1998, April 20, 1998 Apdl 29, 1998; and

e. The description of the Common Stock of the Camgpacluded in the Company's registration statero@nfeorm 8-A, dated May 16, 1994.

All documents filed by the Company or the Operatifagtnership with the Commission pursuant to Sestii8(a) and 13(c) of the Exchange
Act and any definitive proxy statements so filedsuant to Section 14 of the Exchange Act and apgrts filed pursuant to Section 15(d) of
the Exchange Act after the date of this Prospeataisprior to the termination of the offering of tBecurities to which this Prospectus relates
shall be deemed to be incorporated by referencetliis Prospectus and to be a part hereof fronddite of filing of such documents. Any
statement contained in a document incorporateefeyence herein shall be deemed to be modifiedmerseded for the purposes of this
Prospectus to the extent that a statement contaigesih or in



any other subsequently filed document that is iporated by reference herein modifies or supersgaes earlier statement. Any such
statements modified or superseded shall not be eldeaxcept as so modified or superseded, to cotesttpart of this Prospectus.

Copies of any or all of the documents specificalyorporated herein by reference (not includingekkibits to such documents, unless such
exhibits are specifically incorporated by refereimceuch documents) will be furnished without clearg each person to whom a copy of this
Prospectus is delivered upon written or oral regusquests should be made to: Highwoods Propelties Investor Relations, 3100
Smoketree Court, Suite 600, Raleigh, North Cardin@04.

THE COMPANY AND THE OPERATING PARTNERSHIP

The Company is a self-administered and self-managgcestate investment trust ("REIT") that begperations through a predecessor in
1978. At March 31, 1998, the Company owned a pliotfaf 382 office and 148 industrial (including 88rvice center) properties (the
"Properties"), and 895 acres (and had agreed thpee an additional 395 acres) of undevelopeddaitdble for future development (the
"Development Land"). In addition, as of March 3298, an additional 32 properties (the "Developniojects”), which will encompass
approximately 3.6 million rentable square feet,avender development. The Properties are locat&él markets in North Carolina, Florida,
Tennessee, Georgia, Virginia, South Carolina, Margland Alabama. As of March 31, 1998, the Progedonsisted of approximately 33.9
million rentable square feet and were leased tocqipately 3,400 tenants.

The Company conducts substantially all of its atiéis through, and substantially all of its intdsei& the Properties are held directly or
indirectly by, the Operating Partnership. The Conypia the sole general partner of the Operatingneeship and as of March 31, 1998,
owned approximately 83% of the common partnergftigrésts (the "Common Units") in the Operating iRaghip. The remaining Common
Units are owned by limited partners (including aartofficers and directors of the Company). Eacm@mn Unit may be redeemed by the
holder thereof for the cash value of one sharearhi@on Stock or, at the Company's option, one gfsaitgect to certain adjustments) of the
Common Stock. With each such exchange, the nunfli@ommon Units owned by the Company and, thereftie Company's percentage
interest in the Operating Partnership, will inceas

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

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

RISK FACTORS
Prospective investors should carefully considemmgrother factors, the matters described belowrbgiarchasing offered Securities.
Risks Resulting from Geographic Concentration

The Company's revenues and the value of its priegartay be affected by a number of factors, inclgdhe local economic climate (which
may be adversely impacted by business layoffs mnding, industry slowdowns, changing demographius other factors) and local real
estate conditions (such as oversupply of or reddesdand for office, industrial and other competingimercial properties). As of March 31,
1998, the Properties were located in 19 markehoirth Carolina, Florida, Tennessee, Georgia, ViggiBouth Carolina, Maryland and
Alabama. Based on March 1998 results, approxim&@dg of the rental revenue from the Propertieeisvéd from properties in Florida and
approximately 31% of such revenue is derived fraapprties



in North Carolina. The Company's performance asalility to make distributions to stockholderpésticularly dependent on the economic
and real estate conditions in the Southeast arkldtgla and North Carolina markets in particuleiere can be no assurance as to the
continued growth of the economy in the Companygtssastern markets.

Conflictsof Interest in the Business of the Company

Tax Consequences upon Sale or Refinancing of PiepeHolders of Common Units may suffer adversectansequences upon the sale or
refinancing of any of the Company's propertiestafare, such holders, including certain of the Camyps officers and directors, and the
Company may have different objectives regardingaiiygropriate pricing and timing of any sale ormeficing of such properties. Although
the Company, as the sole general partner of theaDpg Partnership, has the exclusive authoritioashether and on what terms to sell or
refinance an individual property, those memberthefCompany's management and board of directdareed€ompany who hold Common
Units may influence the Company not to sell orrrefice certain properties even though such sakfioancing might otherwise be financie
advantageous to the Company.

Policies with Respect to Conflicts of InterestseT@ompany has adopted certain policies relatirgpidlicts of interest. These policies incl

a bylaw provision requiring all transactions in athiexecutive officers or directors have a conftigtinterest to be approved by a majority of
the independent directors of the Company or a ritgjof the shares of capital stock held by disiegéed stockholders. There can be no
assurance that the Company's policies will be ssfakin eliminating the influence of such conflicand if they are not successful, decisions
could be made that might fail to reflect fully timerests of all stockholders.

Potential Anti-Takeover Effect of Certain Provissoof Maryland Law and the Governing Documents ef@@mpany and Operating
Partnership

Ownership Limit. The Company's Articles of Incoration prohibit ownership of more than 9.8% of thutstanding capital stock of the
Company by any person. Such restriction is likelyrave the effect of delaying, deferring or pregigdan acquisition of control of the
Company by a third party without consent of thertaz directors even if a change in control werghia best interest of stockholders.

Required Consent of the Operating Partnership ifgmificant Corporate Action. The Company may nogage in certain change of control
transactions without the approval of the holdera ofajority of the outstanding Common Units. Shabkl Company ever own less than a
majority of the outstanding Common Units, this ngtrequirement might delay, defer or preclude augsition or change in the control of |
Company. As of March 31, 1998, the Company owngat@apmately 83% of the Common Units.

Staggered Board. The board of directors of the Gomphas three classes of directors, the terms whwhill expire in 1998, 1999 and 2000.
Directors for each class are generally chosen foree-year term. The staggered terms for directang affect the stockholders' ability to
change control of the Company even if a chang@itrol were in the stockholders' best interest.

Operating Partnership Agreement. The OperatinghPeship Agreement has been amended to clarifyritvgions relating to limited
partners' redemption rights in the event of certhianges of control of the Company. Because thesasjons require an acquiror to make
provision under certain circumstances to maintagn@perating Partnership structure and maintaimiéeld partner's right to continue to hold
Common Units with future redemption rights, thiseamdment could have the effect of discouraging ra tharty from making an acquisition
proposal for the Company.

Shareholders' Rights Plan. On October 4, 1997Ctmapany's board of directors adopted a SharehoRayists Plan and declared a
distribution of one preferred share purchase righiRight") for each outstanding share of Commarckt The Rights were issued on October
16, 1997 to each shareholder of record on such dh&eRights have certain anti-takeover effect® Rights will cause substantial dilution to
a person or group that attempts to acquire the @osnpn terms not approved by the Company's boaditedtors. The Rights should not
interfere with any merger or other business contlmnaapproved by the board of directors since tlgh®® may be redeemed by the Company
for $.01 per Right prior to the time that a persogroup has acquired beneficial ownership of 15%hore of the Common Stock.
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Adverse Impact on Distributions of Failureto Qualify asaREIT

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

Real Estate | nvestment Risks

General Risks. Real property investments are sutgje@rying degrees of risk. The yields availdipten equity investments in real estate
depend in large part on the amount of income geée@i@nd expenses incurred. If the Company's priegetb not generate revenues sufficient
to meet operating expenses, including debt sertecent improvements, leasing commissions and ctiq@tal expenditures, the Company's
ability to make distributions to its stockholderslahe Operating Partnership's ability to make payisiof interest and principal on any Debt
Securities may be adversely affected.

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

Competition. Numerous office and industrial projgsricompete with the Company's properties in dttrg¢enants to lease space. Some of
these competing properties are newer or bettetdddhan some of the Company's properties. Sigmfidevelopment of office or industrial
properties in a particular area could have a nadteffect on the Company's ability to lease spadtsiproperties and on the rents charged.

Bankruptcy or Weak Financial Condition of Tenatsany time, a tenant of the Company's propertiag seek the protection of the
bankruptcy laws, which could result in the rejestand termination of such tenant's lease and therabse a reduction in the cash flow
available for distribution by the Company. Althouthie Company has not experienced material losses tenant bankruptcies, no assurance
can be given that tenants will not file for bankypprotection in the future or, if any tenantgfithat they will affirm their leases and conti

to make rental payments in a timely manner. Intamia tenant from time to time may experiencewarmturn in its business, which may
weaken its financial condition and result in thiéufe to make rental payments when due. If teneatés are not affirmed following
bankruptcy or if a tenant's financial condition keis, the Company's income and its stockholderilalisions and the Operating Partnership's
ability to make payments of interest and principalany Debt Securities may be adversely affected.

Risks Upon Renewal of Leases and Reletting of Sptoe Company will be subject to the risks thatrupapiration of leases for space
located in its properties, the leases may not bewed, the space may not be relet or the termsnafwal or reletting (including the cost of
required renovations) may be less favorable tharenulease terms. If the Company were unablelét oe renew promptly the leases for all
or a substantial portion of this space or if th@takrates upon such renewal or reletting wereifsagmtly lower than expected rates, then the
Company's cash flow and ability to make expectsttidutions to stockholders and the Operating Rastrip's ability to make payments of
interest and principal on any Debt Securites magchersely affected.

llliquidity of Real Estate. Equity real estate istments are relatively illiquid. Such illiquidityilvtend to limit the ability of the Company to
vary its portfolio promptly in response to changesconomic or other conditions. In addition, thed€ limits the Company's ability to sell
properties held for fewer than four years, whiclyratiect the Company's ability to sell propertidthaut adversely affecting its financial
performance or at a time that would otherwise bilaénbest interest of stockholders.

Potential Adverse Effect on Results of Operationg B> Changes in Laws. Because increases in incsenéce or transfer taxes are genel
not passed through to tenants under leases, sa@ages may adversely affect the Company's castafd its ability to make distributions
stockholders. The Company's properties



are also subject to various Federal, state and tegalatory requirements, such as requirements@fAmericans with Disabilities Act and
state and local fire and life safety requiremeR&slure to comply with these requirements couldiitda the imposition of fines by
governmental authorities or awards of damagesitater litigants. The Company believes that the Bridgs comply in all material respects
with such regulatory requirements. However, theme lze no assurance that these requirements wilenohanged or that new requirements
will not be imposed that would require significamanticipated expenditures by the Company and duaNeé an adverse effect on the
Company's cash flow and expected distributions.

Risks of Joint Ownership of Assets. The Company fray time to time invest in properties and asgatgly with other persons or entities.
Joint ownership of properties, under certain cirstances, may involve risks not otherwise presantyding the possibility that the
Company's partners or co-investors might becomé&rbpty that such partners or co-investors miglargttime have economic or other
business interests or goals that are inconsistihtthie business interests or goals of the Compamg that such partners or co-investors may
be in a position to take action contrary to theringions or the requests of the Company or coptathe Company's policies or objectives.

Risk of Development, Construction and Acquisition Activities

The Company intends to continue development andtngetion of office and industrial properties, iding development on the Developrr
Land and the completion of the Development ProjdRisks associated with the Company's developmahtanstruction activities, includir
activities relating to the Development Land andBewelopment Projects, may include: abandonmedegélopment opportunities;
construction costs of a property exceeding origgstimates, possibly making the property uneconalniccupancy rates and rents at a ne
completed property may not be sufficient to maleegtoperty profitable; financing may not be avdiadn favorable terms for development
of a property; and construction and lease-up maype@ompleted on schedule, resulting in increasdd service expense and construction
costs. In addition, new development activitiesareiess of whether or not they are ultimately sesfig, typically require a substantial port
of management's time and attention. Developmeitites are also subject to risks relating to thaliility to obtain, or delays in obtaining,
necessary zoning, lange, building, occupancy, and other required gawemtal permits and authorizations. These risks atwersely affec
the Company's results of operations and abilitjmédke distributions to its stockholders and the @fpey Partnership's ability to service its
debt.

The Company intends to continue to acquire office imdustrial properties. Acquisitions of officedaimdustrial properties entail risks that
investments will fail to perform in accordance wikpectations, adversely affecting the Companysaijpns and stockholder distributions
and the Operating Partnership's ability to seritedebt. Estimates of the costs of improvementsritegg an acquired property up to standards
established for the market position intended fat giroperty may prove inaccurate. In addition, éheme general investment risks associated
with any new real estate investment. Furthermotelethe Company is likely to be involved in negditbns (at various stages) to acquire one
or more properties or portfolios, no assurancesbeagiven that any or all of such proposed acqoistwill be consummated.

Although the Company has limited its developmeoguésition, management and leasing business piyrtarmarkets and property types
with which management is familiar, the Company reggand its business to new geographic areas apenydypes. Management believes
that much of its past success has been a reststlotal expertise in the Southeast and its egpee in the ownership, management and
development of suburban office and industrial proges. The Company may not initially possess theeskevel of familiarity with new
geographic areas and property types, which couldradly affect its ability to develop, acquire, raga or lease newly acquired properties.

Risks Associated with Debt

Debt Financing and Existing Debt Maturities. Ther@any and the Operating Partnership are subjebetasks associated with debt
financing, including the risk that the cash prodds operating activities will be insufficient toemt required payments of principal and
interest, the risk of rising interest rates on filog rate debt, the risk that the Company and ther@ing Partnership will not be able to prepay
or refinance existing indebtedness (which genensailynot have been fully amortized at maturity)tbat the terms of such refinancing will
not be as favorable as the terms of existing iretiidss. If refinancing of such indebtedness coolde secured on acceptable terms, the
Company and/or the Operating Partnership mighbbeefl to dispose of
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properties upon disadvantageous terms, which méshtlt in losses and might adversely affect thé ¢asv available for distribution to

equity holders or debt service. An inability to sexrefinancing could also cause the Company teeissjuity securities when its valuation is
low, which could adversely affect the market paé¢esuch securities. In addition, if a property ooperties are mortgaged to secure payment
of indebtedness and the Company is unable to medgage payments, the mortgage securing the psopeutid be foreclosed upon by, or
the property could be otherwise transferred tontloetgagee with a consequent loss of income aret aabie to the Company and potential
adverse effect on stockholder distributions andQperating Partnership's ability to service itstdeb

Risk of Adverse Effect of Increase in Market Ins#rRates. The Company and the Operating Partnehnglipincurred and expect in the fu
to incur variable rate indebtedness in connectiih the acquisition and development of propertaesyell as for other purposes. Also,
additional indebtedness that the Company and tled@ipg Partnership may incur under the existingliéng credit facilities will bear
interest at variable rates. Accordingly, incredadaterest rates would increase interest costth@extent that the related indebtedness was
not protected by interest rate protection arranges)ewhich could adversely affect the Companytsthe Operating Partnership's results of
operations and the Company's ability to pay expedistributions to stockholders and the Operatiagriership's ability to service its debt.

Possible Environmental Liabilities

Under various Federal, state and local laws, ordiea and regulations, such as the ComprehensivieoBmental Response Compensation
and Liability Act or "CERCLA," and common laws, awner or operator of real estate is liable forahbsts of removal or remediation of
certain hazardous or toxic substances on or in ptmberty as well as certain other costs, includjagernmental fines and injuries to persons
and property. Such laws often impose such liabililhout regard to whether the owner or operat@vkiof, or was responsible for, the
presence of such hazardous or toxic substancegrébence of such substances, or the failure ted&te such substances properly, may
adversely affect the owner's or operator's ahititgell or rent such property or to borrow usingtsproperty as collateral. Persons who
arrange for the disposal or treatment of hazardotsxic substances may also be liable for thescoStemoval or remediation of such
substances at a disposal or treatment facility thdreor not such facility is owned or operated bgtsperson. Certain environmental laws
impose liability for release of asbestos-contaimmaterials ("ACM"), and third parties may seek nery from owners or operators of real
property for personal injuries associated with AGMiumber of the Properties contain ACM or matettiat is presumed to be ACM. In
connection with the ownership and operation opitsperties, the Company may be liable for suchscastaddition, it is not unusual for
property owners to encounter on-site contaminatemursed by ofbite sources, and the presence of hazardous ardokstances at a site in
vicinity of a property could require the propertyrer to participate in remediation activities inteén cases or could have an adverse affect
on the value of such property.

As of the date hereof, 99% of the Properties haanltsubjected to a Phase | environmental assesshineise assessments have not revealed,
nor is management of the Company aware of, any@mwviental liability that it believes would have aterial adverse effect on the
Company's financial position, operations or ligtyidaken as a whole. This projection, however, dqrbve to be incorrect depending on
certain factors. For example, the Company's assrgsmmay not reveal all environmental liabilitiesnay underestimate the scope and
severity of environmental conditions observed, it result that there may be material environnidiatailities of which the Company is
unaware, or material environmental liabilities nieywe arisen after the assessments were performedicti the Company is unaware. In
addition, assumptions regarding groundwater flod tnie existence and source of contamination arechas available sampling data, and
there are no assurances that the data is relialali Gases. Moreover, there can be no assuraatéltfiuture laws, ordinances or regulations
will not impose any material environmental lialyilitr (ii) the current environmental condition oétRroperties will not be affected by tena

by the condition of land or operations in the vitgirof the Properties, or by third parties unretate the Company.

Some tenants use or generate hazardous substarntbhesordinary course of their respective businesBeese tenants are required under their
leases to comply with all applicable laws and asponsible to the Company for any damages resutmg the tenants' use of the property.
The Company is not aware of any material envirortadggroblems resulting from tenants' use or gef@raif hazardous substances. There
are no assurances, however, that all tenants avitipty with the terms of their leases or remain snhand that the Company may not at some
point be responsible for contamination caused lof $enants.



USE OF PROCEEDS

Unless otherwise specified in the applicable ProsmeSupplement, the Company and the Operatingétahip intend to use the net proce
from the sale of Securities for general corporatp@ses, including the development and acquisdfedditional properties and other
acquisition transactions, the payment of certaistanding debt, and improvements to certain pragseim the Company's portfolio. The
Company is required, by the terms of the partnpragreement of the Operating Partnership (the "@joey Partnership Agreement"), to
invest the net proceeds of any sale of Common Stalerred Stock or Depositary Shares in the Qipgr&artnership in exchange for
additional partnership interests.

RATIOS OF EARNINGSTO COMBINED FIXED CHARGESAND
PREFERRED STOCK DIVIDENDS

The ratios of earnings to fixed charges for the Gany for the years ended December 31, 1997 and6862.56x and 2.53x, respectively.
The ratios of earnings to fixed charges for ther@iieg Partnership for the years ended Decembet @7 and 1996 were 2.54x and 2.55x,
respectively. The ratios of earnings to fixed clearfpr both the Company and the Operating Partipefshthe year ended December 31, 1
and the period from June 14, 1994 to December 334 Were 3.00x and 2.43x, respectively. Earningewedequate to cover fixed charges
by $171,000 for the year ended December 31, 198i8.deficiency occurred prior to the Company'sahjpublic offering (the "IPO") of
Common Stock in June 1994. Prior to the completibthhe IPO, the Company's predecessor (the "Higlisdaroup") operated in a manne

to minimize taxable income to the owners. As altgalthough its properties have generated positgtecash flow, the Highwoods Group had
a net loss for the year ended December 31, 1998IA@ allowed the Company to significantly delegerés properties and improve its ratio
of earnings to fixed charges.

On February 12, 1997, the Company issued 125,8J8% Series A Cumulative Redeemable Preferred St{dre "Series A Preferred
Shares"), which was its first issuance of PrefeBautk. See "Description of Series A Preferred &hatOn September 25, 1997, the
Company issued 6,900,000 8% Series B Cumulative&adble Preferred Share (the "Series B PreferrateSh, which was its second
issuance of Preferred Stock. See "Description aES® Preferred Shares." On April 23, 1998, thenfany issued 4,000,000 Depositary
Shares, each representing 1/10 of an 8% Seriesniufative Redeemable Preferred Share (the "Serieeelerred Shares"), which was its
third issuance of Preferred Stock. See "DescripioBeries D Preferred Shares." For the year eBamgmber 31, 1997, the ratio of earnings
to combined fixed charges and preferred stock divits was 2.07x for the Company and 2.05x for ther&@jmg Partnership.

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

DESCRIPTION OF DEBT SECURITIES

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

The Debt Securities will be direct, unsecured dilans of the Operating Partnership and will raguadly with all other unsecured and
unsubordinated indebtedness of the Operating Rahiipe At March 31, 1998, the total outstandingtd#tthe Operating Partnership was
approximately $1.2 billion, approximately $354 naiti of which was secured debt. The Debt Secunitiag be issued without limit as to
aggregate principal amount, in one or more seinesach case as established from time to time pucsuant to authority granted by a
resolution of the board of directors of the Compasysole general partner of the Operating Partipeostas established in one or more
indentures supplemental to the Indenture. All Cidturities of one series need not be issued aktine time and, unless otherwise provided,
a series may be reopened, without the consentdidlders of the Debt Securities of such seriegssiuances of additional Debt Securities of
such series (Section 301).

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

The Indenture provides that there may be more dmanTrustee thereunder, each with respect to oneog series of Debt Securities. Any
Trustee under the Indenture may resign or be rethonth respect to one or more series of Debt Stesariand a successor Trustee may be
appointed to act with respect to such series (8@@08). In the event that two or more personsatiag as Trustee with respect to different
series of Debt Securities, each such Trustee Bhalltrustee of a trust under the Indenture separat apart from the trust administered by
any other Trustee (Section 609), and, except awibe indicated herein, any action described hdrebe taken by a Trustee may be taken
by each such Trustee with respect to, and only keispect to, the one or more series of Debt Seesifibr which it is Trustee under the
Indenture.

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

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

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

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

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

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

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

(9) the obligation, if any, of the Operating Partiép to redeem, repay or purchase such Debt Siesupursuant to any sinking fund or
analogous provision or at the option of a holderdbf, and the



period or periods within which, the price or priggsavhich and the terms and conditions upon whiath Debt Securities will be redeemed,
repaid or purchased, as a whole or in part, putgoasuch obligation;

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

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

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

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

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

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

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

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

to comply with the requirements of Regulation 14teer the Exchange Act and any other applicablergi&sulaws in connection with such
provisions; (ii) whether the occurrence of the $iiet events may give rise to cross-defaults oreothdebtedness such that payment on such
Debt Securities may be effectively subordinatedt @ii) the existence of any limitation on the Ogting Partnership's financial or legal abi

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

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

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

Except as described under " -- Merger, ConsolidatioSale" and " -- Certain Covenants" or as magdidorth in any Prospectus
Supplement, the Indenture does not contain any piteeisions that would limit the ability of the @mating Partnership to incur indebtedness
or that would afford holders of the Debt Securipestection in the event of (i) a highly leveragedsimilar transaction involving the
Operating Partnership, the management of the Qpgrartnership or the Company, or any affiliat@oy such party, (ii) a change of
control, or (iii) a reorganization, restructurimgerger or similar transaction involving the OpargtPartnership
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or the Company. In addition, subject to the linitas set forth under " -- Merger, ConsolidatiorSale," the Operating Partnership or the
Company may, in the future, enter into certaingeations, such as the sale of all or substant@lligf its assets or the merger or consolida
of the Operating Partnership or the Company, thatldvincrease the amount of the Operating Partigssindebtedness or substantially
reduce or eliminate the Operating Partnershipstasshich may have an adverse effect on the GpgrBartnership's ability to service its
indebtedness, including the Debt Securities. Intamhd restrictions on ownership and transfershef Company's Common Stock and Prefe
Stock which are designed to preserve its statasRIESIT may act to prevent or hinder a change ofrobrSee "Description of Common Stock
-- Certain Provisions Affecting Change of Contratid "Description of Preferred Stock -- RestrictiomsOwnership." Reference is made to
the applicable Prospectus Supplement for informatiith respect to any deletions from, modificatiafi®r additions to the events of default
or covenants that are described below, includingaattition of a covenant or other provision promglievent risk or similar protection.

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

Guarantees

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

Denominations, I nterest, Registration and Transfer

Unless otherwise described in the applicable PeispeSupplement, the Debt Securities of any sénetsare registered securities, other than
registered securities issued in global form (whithy be of any denomination), shall be issuablesimodhinations of $1,000 and any integral
multiple thereof and the Debt Securities that aarér securities, other than bearer securitiegissuglobal form (which may be of any
denomination), shall be issuable in denominatidri85¢000 (Section 302).

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

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

Subject to certain limitations imposed upon Deltusiéies issued in book-entry form, the Debt Se@siof any series will be exchangeable
for other Debt Securities of the same series aradlie aggregate principal amount and tenor dedint authorized denominations upon
surrender of such Debt Securities at the corporate

11



trust office of the Trustee referred to above.ddion, subject to certain limitations imposed ofg2ebt Securities issued in book-entry form,
the Debt Securities of any series may be surreddereegistration of transfer thereof at the cogte trust office of the Trustee referred to
above. Every Debt Security surrendered for registnaf transfer or exchange shall be duly endomeaccompanied by a written instrument
of transfer. No service charge will be made for esgistration of transfer or exchange of any DedatuBities, but the Trustee or the Operating
Partnership may require payment of a sum suffidieebver any tax or other governmental charge Ipiayia connection therewith (Section
305). If the applicable Prospectus Supplement sefeany transfer agent (in addition to the Trusiieiially designated by the Operating
Partnership with respect to any series of Debt @&es the Operating Partnership may at any tiegeind the designation of any such tran
agent or approve a change in the location througiclwany such transfer agent acts, except thata@ipgrPartnership will be required to
maintain a transfer agent in each place of payroerguch series. The Operating Partnership mapatime designate additional transfer
agents with respect to any series of Debt SecsiiSection 1002).

Neither the Operating Partnership nor the Trudtedl be required (i) to issue, register the tranefeor exchange any Debt Security if st

Debt Security may be among those selected for rptilemduring a period beginning at the openingudibess 15 days before selection of
Debt Securities to be redeemed and ending at tfse df business on the day of such selectionj)do(iegister the transfer of or exchange
any Registered Security so selected for redemjrtiovhole or in part, except, in the case of anyiReged Security to be redeemed in part,
the portion thereof not to be redeemed, or (iiigxehange any Bearer Security so selected for rpti@mexcept that such a Bearer Security
may be exchanged for a Registered Security ofsina¢s and like tenor, provided that such Regidt&exurity shall be simultaneously
surrendered for redemption, or (iv) to issue, tegithe transfer of or exchange any Security whiah been surrendered for repayment at the
option of the Holder, except the portion, if anfysach Debt Security not to be so repaid (Secti@®) 3

Merger, Consolidation or Sale

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

Certain Covenants

Limitations on Incurrence of Debt. The OperatingtRership will not, and will not permit any Subsdy to, incur any Debt (as defined
below), other than intercompany debt (represerifiabt to which the only parties are the CompanyQberating Partnership and any of their
Subsidiaries (but only so long as such Debt is keldly by any of the Company, the Operating Pastrip and any Subsidiary) that is
subordinate in right of payment to the Debt Semgijtif, immediately after giving effect to the imcence of such additional Debt, the
aggregate principal amount of all outstanding O#tihe Operating Partnership and its Subsidianea oonsolidated basis determined in
accordance with generally accepted accounting ipieecis greater than 60% of the sum of (i) the 1@peg Partnership's Total Assets (as
defined below) as of the end of the calendar quadeered in the Operating Partnership's annuartem Form 10-K or quarterly report on
Form 10-Q, as the case may be, most recently fiifuthe Commission (or, if such filing is not pdtred under the Exchange Act, with the
Trustee) prior to the incurrence of such additiddebt and (ii) the increase in Total Assets froméind of such quarter including, without
limitation, any increase in Total Assets resultirgm the incurrence of such additional Debt (suatreéase together with the Operating
Partnership's Total Assets shall be referred thesAdjusted Total Assets") (Section 1011).
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In addition to the foregoing limitations on the imence of Debt, the Operating Partnership will mod will not permit any Subsidiary to,
incur any Debt secured by any mortgage, lien, ahgrtgdge, encumbrance or security interest ofkamy upon any of the property of the
Operating Partnership, or any Subsidiary ("Seclrelt"), whether owned at the date of the Indenturthereafter acquired, if, immediately
after giving effect to the incurrence of such aiddial Secured Debt, the aggregate principal amofiall outstanding Secured Debt of the
Operating Partnership and its Subsidiaries on adal@ated basis is greater than 40% of the Opeyd&artnership's Adjusted Total Assets
(Section 1011).

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

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

Maintenance of Total Unencumbered Assets. The @ipgrRartnership is required to maintain Total Unenbered Assets of not less than
200% of the aggregate outstanding principal amotiatl outstanding Unsecured Debt (Section 1012).

Existence. Except as permitted under " -- Mergen<dlidation or Sale," the Operating Partnershigpthe Company are required to do or
cause to be done all things necessary to presad/keeep in full force and effect their existendghts and franchises; provided, however, that
neither the Operating Partnership nor the Comphaif be required to preserve any right or francfigedetermines that the preservation
thereof is no longer desirable in the conductobilisiness and that the loss thereof is not disddgaous in any material respect to the
Holders of the Debt Securities (Section 1007).

Maintenance of Properties. The Operating Partngiishiequired to cause all of its material progsrtised or useful in the conduct of its
business or the business of any Subsidiary to hetanaed and kept in good condition, repair andkiray order and supplied with all
necessary equipment and to cause to be made alisesy repairs, renewals, replacements, betterrapdtsnprovements thereof, all as in
judgment of the Operating Partnership may be nacgs® that the business carried on in connectieretvith may be properly ai
advantageously conducted at all times; providedidwer, that the Operating Partnership and its Slidrés shall not be prevented from
selling or otherwise disposing for value their xsjve properties in the ordinary course of busir&ection 1005).

Insurance. The Operating Partnership is requirgdrd is required to cause each of its Subsididvidseep all of its insurable properties
insured against loss or damage at least equagtottten full insurable value with financially saliand reputable insurance companies
(Section 1006).
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Payment of Taxes and Other Claims. Each of the &ipgr Partnership and the Company is required yoopaischarge or cause to be paid or
discharged, before the same shall become deling(ieall taxes, assessments and governmental ebdegied or imposed upon it or any
Subsidiary or upon its income, profits or propetythat of any Subsidiary, and (ii) all lawful aias for labor, materials and supplies that, if
unpaid, might by law become a lien upon the prgpefithe Operating Partnership, the Company, orSunysidiary; provided, however, that
the Operating Partnership and the Company shalb@oéquired to pay or discharge or cause to lbqgrailischarged any such tax,
assessment, charge or claim whose amount, appiigalsivalidity is being contested in good faitl Bppropriate proceedings (Section 10

Provision of Financial Information. The Holderszébt Securities will be provided with copies of tienual reports and quarterly reports of
the Operating Partnership. Whether or not the Qipgr#®artnership is subject to

Section 13 or 15(d) of the Exchange Act and folosg as any Debt Securities are outstanding, ther&ing Partnership will, to the extent
permitted under the Exchange Act, be requiredi¢odith the Commission the annual reports, quartesports and other documents that the
Operating Partnership would have been requiredeavith the Commission pursuant to such SectiomrlB5(d) (the "Financial Statements")
if the Operating Partnership were so subject, sladuments to be filed with the Commission on oomptd the respective dates (the "Required
Filing Dates") by which the Operating Partnershipuwd have been required so to file such documénite iOperating Partnership were so
subject. The Operating Partnership will also in aagnt (x) within 15 days of each Required Filingt®(i) transmit by mail to all Holders of
Debt Securities, as their names and addressesrapgha Security Register, without cost to sucHddos, copies of the annual reports and
quarterly reports which the Operating Partnerstoplel have been required to file with the Commisgansuant to Section 13 or 15(d) of the
Exchange Act if the Operating Partnership wereestttip such Sections and (ii) file with the Trustegies of the annual reports, quarterly
reports and other documents that the Operatingi@&astiip would have been required to file with tl@nhission pursuant to Section 13 or 15
(d) of the Exchange Act if the Operating Partngyshére subject to such Sections and (y) if filimgls documents by the Operating
Partnership with the Commission is not permittedarthe Exchange Act, promptly upon written requaest payment of the reasonable cost
of duplication and delivery, supply copies of sd@dtuments to any prospective Holder (Section 1014).

As used herein and in the Prospectus Supplement:
"Annual Service Charge" as of any date means ttmuatrthat is expensed in any 12-month period ftarast on Debt.

"Consolidated Income Available for Debt Servicef' émy period means Consolidated Net Income (aseeéfbelow) of the Operating
Partnership and its Subsidiaries (i) plus amoutiekvhave been deducted for (a) interest on Detit@Dperating Partnership and its
Subsidiaries, (b) provision for taxes of the OpagaPartnership and its Subsidiaries based on ie¢cdo) amortization of debt discount, (d)
depreciation and amortization, (e) the effect of aancash charge resulting from a change in acamyptinciples 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 and €$slamounts that have been included for gainsapepies.

"Consolidated Net Income" for any period meansame@unt of consolidated net income (or loss) of@perating Partnership and its
Subsidiaries for such period determined on a cauhsteld basis in accordance with generally acceptedunting principles ("GAAP").

"Debt" means any indebtedness, whether or not mgeitit, in respect of

(i) borrowed money evidenced by bonds, notes, debesor similar instruments, (ii) indebtednessused by any mortgage, pledge, lien,
charge, encumbrance or any security interest agisth property, (iii) the reimbursement obligatiposntingent or otherwise, in connection
with any letters of credit actually issued or ansuepresenting the balance deferred and unpdttegsurchase price of any property except
any such balance that constitutes an accrued exmernsade payable or (iv) any lease of propertictvivould be reflected on a consolidated
balance sheet as a capitalized lease in accoradatit SAAP, in the case of items of indebtednesseaur{i) through

(iii) above to the extent that any such items (othan letters of credit) would appear as a ligpidin a consolidated balance sheet in
accordance with GAAP, and also includes, to thergxtot otherwise included, any obligation to ladli for, or to pay, as obligor, guarantor
or otherwise (other than for purposes of collectiothe ordinary course of business), indebtednéasiother person.
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"Subsidiary” means a corporation, partnershipraitéid liability company, a majority of the outstamgl voting stock, partnership interests or
membership interests, as the case may be, of vidhimlrned or controlled, directly or indirectly, bye Operating Partnership or by one or
more other subsidiaries of the Operating Partnprétor the purposes of this definition, "votingatomeans stock having the voting power
for the election of directors, general partnersnaggers or trustees, as the case may be, whethktiates or only so long as no senior clas
stock has such voting power by reason of any cgatiny.

"Total Assets" as of any date means the sum difi¢i}Undepreciated Real Estate Assets and (iitldiraassets of the Operating Partnership
and its Subsidiaries on a consolidated basis dé@techin accordance with GAAP (but excluding intdolgs and accounts receivable).

"Total Unencumbered Assets" means the sum of §gelundepreciated Real Estate Assets not subject émcumbrance and (ii) all other
assets of the Operating Partnership and its Sabdinot subject to an encumbrance determineddordance with GAAP (but excluding
intangibles and accounts receivable).

"Undepreciated Real Estate Assets" as of any datmmthe cost (original cost plus capital improvetsieof real estate assets of the
Operating Partnership and its Subsidiaries on glath, before depreciation and amortization, detegthbn a consolidated basis in accord
with GAAP.

"Unsecured Debt" means Debt of the Operating Pestiye or any Subsidiary that is not secured byraoytgage, lien, charge, pledge or
security interest of any kind upon any of the prtips owned by the Operating Partnership or anysd@ubsidiaries.

Additional Covenants. Any additional or differemvenants of the Operating Partnership or the Compéth respect to any series of Debt
Securities will be set forth in the Prospectus $empent relating thereto.

Events of Default, Notice and Waiver

The Indenture provides that the following events'&vents of Default" with respect to any serie®ebt Securities issued thereunder: (a)
default for 30 days in the payment of any instatlingf interest on any Debt Security of such sefiiesdefault in the payment of the principal
of (or premium, if any on) any Debt Security of Biseries at its maturity; (c) default in making amnyking fund payment as required for any
Debt Security of such series; (d) default in thefgrenance of any other covenant of the Operatingneeship or the Company contained in
the Indenture (other than a covenant added tontthentture solely for the benefit of a series of Débturities issued thereunder other than
such series), such default having continued fod®g@ after written notice as provided in the Indesit(e) default in the payment of an
aggregate principal amount exceeding $5,000,0@Mhpfevidence of recourse indebtedness of the Qpgraartnership or the Company or
any mortgage, indenture or other instrument undechvsuch indebtedness is issued or by which suddbitedness is secured, such default
having occurred after the expiration of any apfileayrace period and having resulted in the acagtaer of the maturity of such indebtedne
but only if such indebtedness is not dischargeslich acceleration is not rescinded or annulled) sle€ault having continued for 10 days
after notice as provided in the Indenture; (f) @erevents of bankruptcy, insolvency or reorgaimzrator court appointment of a receiver,
liquidator or trustee of the Operating Partnerstitip, Company or any Significant Subsidiary or ahtheir respective property; and (g) any
other Event of Default provided with respect toaatigular series of Debt Securities. The term "8igant Subsidiary" means each significant
subsidiary (as defined in Regulation S-X promuldatader the Securities Act) of the Operating Pastrip or the Company (Section 501).

If an Event of Default under the Indenture withpest to Debt Securities of any series at the timtstanding occurs and is continuing, the
every such case the Trustee or the Holders ofesstthan 25% in principal amount of the Outstan@iabt Securities of that series may
declare the principal amount (or, if the Debt Sems of that series are Original Issue Discourdusigies or Indexed Securities, such portion
of the principal amount as may be specified intdmms thereof) of all of the Debt Securities ofttbaries to be due and payable immediately
by written notice thereof to the Operating Parthgrand the Company (and to the Trustee if givethieyHolders); provided, that in the case
of an Event of Default described under provisigroffthe preceding paragraph, acceleration is aatimmHowever, at any time after such a
declaration of acceleration with respect to DelituBiies of such series (or of all Debt Securitlesn Outstanding under the Indenture, as the
case may be) has been made, but before a judgmedatiee for payment of the money due has beeineaotay the Trustee, the Holders of
not less than a majority in principal amount of Saihding Debt
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Securities of such series (or of all Debt Secwitieen Outstanding under the Indenture, as themagebe) may rescind and annul such
declaration and its consequences if (a) the Opgy&artnership or the Company shall have depositidthe Trustee all payments of the
principal of (and premium, if any) and interesttba Debt Securities of such series (or of all C&daturities then Outstanding under the
Indenture, as the case may be), plus certain éxpgnses, disbursements and advances of the Tamlidb) all Events of Default, other than
the non-payment of accelerated principal of (ocHjea portion thereof), or premium (if any) or émést on the Debt Securities of such series
(or of all Debt Securities then Outstanding undierinhdenture, as the case may be) have been cuvesivied as provided in the Indenture
(Section 502). The Indenture also provides thatHblelers of not less than a majority in principadaunt of the Outstanding Debt Securities
of any series (or of all Debt Securities then Canding under the Indenture, as the case may bewaig any past default with respect to
such series and its consequences, except a défpinltthe payment of the principal of (or premiuifrany) or interest on any Debt Security
such series or (y) in respect of a covenant oripimv contained in the Indenture that cannot beifreatior amended without the consent of
the Holder of each Outstanding Debt Security affe¢hereby (Section 513).

The Trustee will be required to transmit noticétte Holders of a series of Debt Securities wittird@ys of a default under the Indenture
unless such default has been cured or waived; gedyihowever, that the Trustee may withhold ndticthe Holders of any series of Debt
Securities of any default with respect to sucheseféxcept a default in the payment of the prin@péor premium, if any) or interest on any
Debt Security of such series or in the paymenhgfsinking fund installment in respect of any D8eturity of such series) if specified
Responsible Officers of the Trustee consider sughhelding to be in the interest of such Holdersd®n 602).

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

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

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

M odification of the Indenture

Modifications and amendments of the Indenture béllpermitted to be made only with the consent @eHblders of not less than a majority
principal amount of all Outstanding Debt Securiteseries of Outstanding Debt Securities thatffiected by such modification or
amendment; provided, however, that no such modifinaor amendment may, without the consent of tbder of each such Debt Security
affected thereby, (a) change the Stated Maturithefprincipal of, or premium (if any) or any ingtaent of interest on, any such Debt
Security, reduce the principal amount of, or the m amount of interest on, or any premium payahle

16



redemption of, any such Debt Security, or redueeatimount of principal of an Original Issue Disco8eturity that would be due and payable
upon declaration of acceleration of the maturigréof or would be provable in bankruptcy, or aderaffect any right or repayment of the
holder of any such Debt Security, change the ptdg@yment, or the coin or currency, for paymenprarficipal of, premium, if any, or intere
on any such Debt Security or impair the right tstituite suit for the enforcement of any paymenbowith respect to any such Debt Security;
(b) reduce the above-stated percentage of Outstquidibt Securities of any series necessary to modiamend the Indenture, to waive
compliance with certain provisions thereof or dartéefaults and consequences thereunder or to egtiecquorum or voting requirements set
forth in the Indenture; (c) modify or affect in amanner adverse to the Holders the terms and c¢onsliof the obligations of the Company in
respect of the payment of principal (and premidrani) and interest on any Guaranteed Securitie@)anodify any of the foregoing
provisions or any of the provisions relating to tiver of certain past defaults or certain covésagxcept to increase the required
percentage to effect such action or to provide ¢batiain other provisions may not be modified orwed without the consent of the Holder of
such Debt Security (Section 902).

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

Modifications and amendments of the Indenture béllpermitted to be made by the Operating Partrgriie Company and the Trustee
without the consent of any Holder of Debt Secusifier any of the following purposes: (i) to evideribe succession of another Person to the
Operating Partnership as obligor or the Comparyuasantor under the Indenture; (ii) to add to theenants of the Operating Partnership or
the Company for the benefit of the Holders of alany series of Debt Securities or to surrenderraght or power conferred upon the
Operating Partnership or the Company in the Indentu

(iii) to add Events of Default for the benefit tietHolders of all or any series of Debt Securit{@d;to add or change any provisions of the
Indenture to facilitate the issuance of, or totidee certain terms of, Debt Securities in be&wamn, or to permit or facilitate the issuance of
Debt Securities in uncertificated form, providedttbuch action shall not adversely affect the &gty of the Holders of the Debt Securities of
any series in any material respect; (v) to amerslpplement any provisions of the Indenture, predithat no such amendment or
supplement shall materially adversely affect thergsts of the Holders of any Debt Securities atstanding; (vi) to secure the Debt
Securities; (vii) to establish the form or termdibt Securities of any series; (viii) to provide the acceptance of appointment by a
successor Trustee to facilitate the administradiotine trusts under the Indenture by more thanTonstee; (ix) to cure any ambiguity, defect
or inconsistency in the Indenture, provided thathsaction shall not adversely affect the interestdolders of Debt Securities of any series in
any material respect; or (x) to supplement anyefgrovisions of the Indenture to the extent nergs® permit or facilitate defeasance and
discharge of any series of such Debt Securities/iged that such action shall not adversely affieetinterests of the Holders of the Debt
Securities of any series in any material respeett{Sn 901). In addition, with respect to Guaradt8ecurities, without the consent of any
Holder of Debt Securities, the Company, or a Suasidhereof, may directly assume the due and pah@ayment of the principal of, any
premium and interest on all the Guaranteed Seesrénd the performance of every covenant of theritutle on the part of the Operating
Partnership to be performed or observed. Upon aadly assumption, the Company or such subsidiary sheteed to, and be substituted for
and may exercise every right and power of, the &tpag Partnership under the Indenture with the seffeet as if the Company or such
subsidiary had been the issuer of the GuaranteaatiBes and the Operating Partnership shall beaedd from all obligations and covenants
with respect to the Guaranteed Securities. No agshhmption shall be permitted unless the Compasiylélivered to the Trustee (i) an
officer's certificate and an opinion of counsedtisty, among other things, that the Guarantee Hodheer covenants of the Company in the
Indenture remain in full force and effect and

(if) an opinion of independent counsel that thedéot of Guaranteed Securities shall have no Udtates Federal tax consequences as a
result of such assumption, and that, if any Delou8ges are then listed on the NYSE, that suchtBturities shall not be delisted as a re

of such assumption (Section 805).

The Indenture provides that in determining whetherHolders of the requisite principal amount otsdanding Debt Securities of a series
have given any request, demand, authorizationctitire notice, consent or waiver thereunder or Wwaea quorum is present at a meeting of
Holders of Debt Securities, (i) the principal ambahan Original Issue Discount Security that shalldeemed to be Outstanding shall be the
amount of
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the principal thereof that would be due and payablef the date of such determination upon dedateratf acceleration of the maturity
thereof, (ii) the principal amount of a Debt Segudenominated in a foreign currency that shallbemed Outstanding shall be the U.S.
dollar equivalent, determined on the issue datestich Debt Security, of the principal amount (orthie case of an Original Issue Discount
Security, the U.S. dollar equivalent on the issaie f such Debt Security of the amount determasegdrovided in (i) above),

(iii) the principal amount of an Indexed Securitat shall be deemed Outstanding shall be the pah&ce amount of such Indexed Security
at original issuance, unless otherwise provideti wvaspect to such Indexed Security pursuant ténithenture, and (iv) Debt Securities owned
by the Operating Partnership, the Company or angratbligor upon the Debt Securities or any atliaf the Operating Partnership, the
Company or of such other obligor shall be disregdrd

The Indenture contains provisions for conveningtings of the Holders of Debt Securities of a seffsction 1501). A meeting will be
permitted to be called at any time by the Truséeel, also, upon request, by the Operating Partqergte Company (in respect of a series of
Guaranteed Securities) or the holders of at |e@@t ih principal amount of the Outstanding Debt 3iies of such series, in any such case
upon notice given as provided in the Indenture {{8rd 502). Except for any consent that must bemivy the Holder of each Debt Security
affected by certain modifications and amendments®findenture, any resolution presented at a mgeti adjourned meeting duly
reconvened at which a quorum is present will benitéed to be adopted by the affirmative vote of i@ders of a majority in principal
amount of the Outstanding Debt Securities of teaes; provided, however, that, except as refeieabove, any resolution with respect to
any request, demand, authorization, directioncepttonsent, waiver or other action that may beangiden or taken by the Holders of a
specified percentage, which is less than a majaritprincipal amount of the Outstanding Debt Sé@s of a series may be adopted at a
meeting or adjourned meeting duly reconvened athvhiquorum is present by the affirmative votehefitolders of such specified
percentage in principal amount of the OutstandiegtC5ecurities of that series. Any resolution passedecision taken at any meeting of
Holders of Debt Securities of any series duly hieldccordance with the Indenture will be bindingadirHolders of Debt Securities of that
series. The quorum at any meeting called to adogs@lution, and at any reconvened meeting, wilPbesons holding or representing a
majority in principal amount of the Outstanding D&ecurities of a series; provided, however, thahy action is to be taken at such meeting
with respect to a consent or waiver which may lvemgiby the Holders of not less than a specifiedgr@age in principal amount of the
Outstanding Debt Securities of a series, the Perkolting or representing such specified percentagencipal amount of the Outstanding
Debt Securities of such series will constitute argm (Section 1504).

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

Dischar ge, Defeasance and Covenant Defeasance

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

Unless otherwise provided in the applicable ProsgeSupplement, the Operating Partnership may eléwetr (a) to defease and discharge
itself and the Company (if such Debt Securities@uaranteed Securities) from any and all obligatieith respect to such Debt Securities
(except for the obligation to pay additional amauiftany, upon the occurrence of certain eventaxafassessment or governmental charge
with respect to payments on such Debt Securitidsttasm obligations to register the transfer or erggaof such Debt Securities, to replace
temporary or mutilated, destroyed, lost or stolabDSecurities, to maintain an office or agencgespect of such Debt Securities and to hold
moneys for payment in trust) ("defeasance") otdbelease itself

18



and the Company (if such Debt Securities are GuaeanSecurities) from their obligations with reggecsuch Debt Securities under certain
sections of the Indenture (including the restrigsialescribed under " -- Certain Covenants") apdatided pursuant to Section 301 of the
Indenture, their obligations with respect to anyeotcovenant, and any omission to comply with saldigations shall not constitute a default
or an Event of Default with respect to such Deltugities ("covenant defeasance"), in either casmupe irrevocable deposit by the
Operating Partnership or the Company (if the DelntuBities are Guaranteed Securities) with the €mysh trust, of an amount, in such
currency or currencies, currency unit or unitsamposite currency or currencies in which such [Bsaturities are payable at Stated Matu

or Government Obligations (as defined below), dhbapplicable to such Debt Securities that throtighscheduled payment of principal and
interest in accordance with their terms will pravithoney in an amount sufficient to pay the prinkcgigand premium, if any) and interest on
such Debt Securities, and any mandatory sinkind famanalogous payments thereon, on the schedukedates therefor (Section 402).

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

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

Unless otherwise provided in the applicable ProggeSupplement, if after the Operating Partnershifne Company (if the Debt Securities
are Guaranteed Securities) has deposited fundsra@dizernment Obligations to effect defeasancewecant defeasance with respect to
Debt Securities of any series, (a) the Holder Beat Security of such series is entitled to, anesdelect pursuant to the Indenture or the
terms of such Debt Security to receive paymentdaraency, currency unit or composite currency pthan that in which such deposit has
been made in respect of such Debt Security, or

(b) a Conversion Event (as defined below) occureapect of the currency, currency unit or comgositrrency in which such deposit has
been made, the indebtedness represented by sutlsBalrity shall be deemed to have been, and ejlfudly discharged and satisfied
through the payment of the principal of (and premiif any) and interest on such Debt Security ay tecome due out of the proceeds
yielded by converting the amount so deposited speet of such Debt Security into the currency,eney unit or composite currency in wh
such Debt Security becomes payable as a resulicbfaection or such Conversion Event based oaplpécable market exchange rate
(Section 402). "Conversion Event" means the cemsati use of (i) a currency, currency unit or cosifcurrency both by the government of
the country that issued such currency and for ¢ftitesnent of transactions by a central bank orrgplblic institutions of or within the
international banking community,

(i) the ECU both within the European Monetary ®ystand for the settlement of transactions by pub#ititutions of or within the European
Union or (iii) any currency unit or composite curey other than the ECU for the purposes for whiakiais established. Unless otherwise
provided in the applicable Prospectus Supplemdmagments of principal of (and premium, if anyjdainterest on any Debt Security that is
payable in a foreign currency that ceases to bé bgéts government of issuance shall be made $ dollars.
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If the Operating Partnership effects covenant defieee with respect to any Debt Securities and Bettt Securities are declared due and
payable because of the occurrence of any Evenetdult other than the Event of Default describedl@use (d) under " -- Events of Default,
Notice and Waiver" with respect to Sections no Emapplicable to such Debt Securities or describetause (g) under-- Events of

Default, Notice and Waiver" with respect to anyestbovenant as to which there has been covenasshaice, the amount in such currency,
currency unit or composite currency in which suabDSecurities are payable, and Government Obtigatbn deposit with the Trustee, will
be sufficient to pay amounts due on such Debt S@&esiat the time of their Stated Maturity but nrayt be sufficient to pay amounts due on
such Debt Securities at the time of the accelaeragsulting from such Event of Default. Howeveg Dperating Partnership and the Comy
(if such Debt Securities are Guaranteed Securitiesiid remain liable to make payment of such am®doe at the time of acceleration.

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

No Conversion Rights

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

Global Securities

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

DESCRIPTION OF PREFERRED STOCK
General

The Company is authorized to issue 10,000,000 studnereferred stock, $.01 par value per shareshi¢h 125,000 8 5/8% Series A
Cumulative Redeemable Preferred Shares, 6,900 @08&ies B Cumulative Redeemable Preferred Shack4@0,000 8% Series D
Cumulative Redeemable Preferred Shares have agdisnd are outstanding as of the date hereof D&seription of Series A Preferred
Shares," "Description of Series B Preferred Shamaed"'Description of Series D Preferred Shares."

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

Terms

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

Reference is made to the Prospectus Supplemetihgeta the Preferred Stock offered thereby forcseterms, including:
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(1) the title and stated value of such PreferrediSt

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

(4) the date from which dividends on such PrefeB8aatk shall accumulate, if applicable;

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

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

(7) the provision for redemption, if applicable,snfch Preferred Stock;

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

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

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

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

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

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

Rank

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

Dividends

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

Dividends on any series of the Preferred Stock beagumulative or non-cumulative, as provided inapplicable Prospectus Supplement.
Dividends, if cumulative, will be cumulative fronrme after the date set forth in the applicable Peosps Supplement. If the board of directors
of the Company fails to declare a dividend payaisle dividend payment date on any series of thiePeel Stock for which dividends are
non-cumulative, then the holders of such serigh@Preferred Stock will have no right to receivdivadend in respect of the dividend period
ending on such dividend payment date, and the Coynpdl have no obligation to pay the dividend agedl for such period, whether or not
dividends on such series are declared payable pfuture dividend payment date.
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If Preferred Stock of any series is outstandingdivadends will be declared or paid or set aparffayment on any capital stock of the
Company of any other series ranking, as to dividend a parity with or junior to the Preferred &tof such series for any period unless (i) if
such series of Preferred Stock has a cumulatividetid, full cumulative dividends have been or comgeraneously are declared and paid or
declared and a sum sufficient for the payment thfeset apart for such payment on the PreferredkSibsuch series for all past dividend
periods and the then current dividend period or

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

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

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

Redemption

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

The Prospectus Supplement relating to a serieseféfPed Stock that is subject to mandatory redamptill specify the number of shares of
such Preferred Stock that shall be redeemed bgdnepany in each year commencing after a date gpbeified, at a redemption price per
share to be specified, together with an amountléquall accrued and unpaid dividends thereon (Wisicall not, if Preferred Stock does not
have a cumulative dividend, include any accumutaitiorespect of unpaid dividends for prior dividgretiods) to the date of redemption. The
redemption price may be payable in cash or othepeaty, as specified in the applicable Prospectymp@ment. If the redemption price for
Preferred Stock of any series is payable only fthennet proceeds of the issuance of capital stwdie® Company, the terms of such
Preferred Stock may provide that, if no such cépltares shall have been issued or to the extentéghproceeds from any issuance are
insufficient to pay in full the aggregate redemptjwice then due, such Preferred Stock shall auioailly and mandatorily be converted into
the applicable capital shares of the Company puatdoaconversion provisions specified in the apgidie Prospectus Supplement.
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Notwithstanding the foregoing, unless (i) if suehias of Preferred Stock has a cumulative dividémtcumulative dividends on all shares
any series of Preferred Stock have been or conteanpously are declared and paid or declared aochassfficient for the payment thereof
set apart for payment for all past dividend periadd the then current dividend period, and (igu€h series of Preferred Stock does not have
a cumulative dividend, full dividends of the Preéat Stock of any series have been or contemporaheare declared and paid or declared
and a sum sufficient for the payment thereof sattdpr payment for the then current dividend péyioo shares of any series of Preferred
Stock shall be redeemed unless all outstandinge®eef Stock of such series is simultaneously reédeprovided, however, that the
foregoing shall not prevent the purchase or actiisof Preferred Stock of such series to pres#reeREIT status of the Company or
pursuant to a purchase or exchange offer madeeosatime terms to holders of all outstanding Pradesteck of such series. In addition,
unless (i) if such series of Preferred Stock hegraulative dividend, full cumulative dividends dhautstanding shares of any series of
Preferred Stock have been or contemporaneouslyegtared and paid or declared and a sum suffifierthe payment thereof set apart for
payment for all past dividends periods and the therent dividend period, and (ii) if such serié$ceferred Stock does not have a
cumulative dividend, full dividends on the Prefer®tock of any series have been or contemporaneatesideclared and paid or declared
a sum sufficient for the payment thereof set afmsirbayment for the then current dividend perida, €ompany shall not purchase or
otherwise acquire directly or indirectly any shaoé®referred Stock of such series (except by cime into or exchange for capital share
the Company ranking junior to the Preferred Stdckueh series as to dividends and upon liquidatiprgvided, however, that the foregoing
shall not prevent the purchase or acquisition eféfred Stock of such series to preserve the R&lflis of the Company or pursuant to a
purchase or exchange offer made on the same terhwdders of all outstanding Preferred Stock ohsseries.

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

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

Liquidation Preference

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

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

Voting Rights

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

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

Unless provided otherwise for any series of PreféStock, so long as any shares of Preferred $émokin outstanding, the Company will
not, without the affirmative vote or consent of tiwders of at least twthirds of the shares of each series of PreferredkSiutstanding at tt
time, given in person or by proxy, either in wrg@inor at a meeting (such series voting separatetydass), (i) authorize or create, or increase
the authorized or issued amount of, any classrigsef capital stock ranking prior to such sené®referred Stock with respect to payment
of dividends or the distribution of assets upomiligtion, dissolution or winding up or reclassifyyaauthorized capital stock of the Company
into such shares, or create, authorize or issuehliyation or security convertible into or evidérgthe right to purchase any such shares; or
(i) amend, alter or repeal the provisions of thePany's Articles of Incorporation or the DesigngtAmendment for such series of Prefel
Stock, whether by merger, consolidation or otheew#n "Event"), so as to materially and advers#caany right, preference, privilege or
voting power of such series of Preferred Stockerttolders thereof; provided, however, with respethe occurrence of any of the Event:
forth in (ii) above, so long as the Preferred Stamkains outstanding with the terms thereof mdtgnechanged, taking into account that
upon the occurrence of an Event, the Company mabethe surviving entity, the occurrence of angtskvent shall not be deemed to
materially and adversely affect such rights, prsfiees, privileges or voting power of holders offéimed Stock and provided further that (x)
any increase in the amount of the authorized PexleBtock or the creation or issuance of any atbges of Preferred Stock, or (y) any
increase in the amount of authorized shares of sedhs or any other series of Preferred Stockaioh case ranking on a parity with or junior
to the Preferred Stock of such series with resjpepayment of dividends or the distribution of dssgon liquidation, dissolution or winding
up, shall not be deemed to materially and adveisfé#ct such rights, preferences, privileges omgppowers.

The foregoing voting provisions will not apply &t or prior to the time when the act with respeawhich such vote would otherwise be
required shall be effected, all outstanding shafessich series of Preferred Stock
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shall have been redeemed or called for redemptidrsafficient funds shall have been depositedusttto effect such redemption.
Conversion Rights

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

Stockholder Liability

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

Restrictions on Owner ship

As discussed below under "Description of CommortiSte Certain Provisions Affecting Change of CohtrdOwnership Limitations and
Restrictions on Transfers," for the Company to ifipals a REIT under the Code, not more than 50%alne of its outstanding capital shares
may be owned, directly or indirectly, by five omfer individuals (as defined in the Code to incledetain entities) during the last half of a
taxable year. To ensure that the Company remadgpmbified REIT, the Articles of Incorporation prald that no holder (other than persons
approved by the directors at their option and @irttliscretion) may own, or be deemed to own btueiof the attribution provisions of the
Code, more than 9.8% of the issued and outstaradipijal stock of the Company. To assist the Compamyeeting this requirement, the
Company may take certain actions to limit the bemdfownership, directly or indirectly, by a siegberson of the Company's outstanding
equity securities, including any Preferred Stockhef Company. Therefore, the Designating Amendrfargach series of Preferred Stock
may contain provisions restricting the ownershig &ansfer of the Preferred Stock. The applicabtespectus Supplement will specify any
additional ownership limitation relating to a seri Preferred Stock.

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

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

With respect to the payment of dividends and an®upbn liquidation, the Series A Preferred Shaaek pari passu with the Series B
Preferred Shares, the Series D Preferred Sharesngnaother equity securities of the Company theseof which provide that such equity
securities rank on a parity with the Series A Rrefi Shares and rank senior to the Common Stoclkaypdther equity securities of the
Company that by their terms rank junior to the &/ Preferred Shares. Dividends on the SeriesefeRed Shares are cumulative from the
date of original issue and are payable quarterlgraabout the last day of February, May, August ldngember of each year commencing
May 31, 1997, at the rate of 8 5/8% of the liquitiafpreference per annum (equivalent to $86.2%paum per share). Dividends on the
Series A Preferred Shares will accrue whether or
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not the Company has earnings, whether or nor treréunds legally available for the payment of sdisidends and whether or not such
dividends are declared. The Series A PreferredeShaave a liquidation preference of $1,000 pereshius an amount equal to any accrued
and unpaid dividends.

The Series A Preferred Shares are not redeemabtet@iFebruary 12, 2027. On and after February2027, the Series A Preferred Shares
will be redeemable for cash at the option of thenfany, in whole or in part, at $1,000 per sharnes piny accrued and unpaid dividends
thereon to the date fixed for redemption. The rguté@m price (other than the portion thereof comsisbf accrued and unpaid dividends) is
payable solely out of the sale proceeds of otheitalastock of the Company, which may include otberies of Preferred Stock, and from no
other source.

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

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

DESCRIPTION OF SERIESB PREFERRED SHARES

The following description of the Company's 8% SefBeCumulative Redeemable Preferred Shares, page $a01 per share (the "Series B
Preferred Shares"), is in all respects subjechtbcualified in its entirety by reference to theligable provisions of the Company's Articles
of Incorporation, including the Articles Supplemanytapplicable to the Series B Preferred Shares.Gdmpany is authorized to issue
6,900,000 Series B Preferred Shares, all of whietevissued and outstanding as of the date hereof.

With respect to the payment of dividends and ansupbn liquidation, the Series B Preferred Shask pari passu with the Series A
Preferred Shares, the Series D Preferred Sharesngnaother equity securities of the Company theseof which provide that such equity
securities rank on a parity with the Series B RreféShares and rank senior to the Common Stoclaapather equity securities of the
Company which by their terms rank junior to thei&B Preferred Shares. Dividends on the SerieseRPed Shares are cumulative from
the date of original issue and are payable qugrterIMarch 15, June 15, September 15 and Decentbef dach year, commencing
December 15, 1997, at the rate of 8% of the $28dation preference per annum (equivalent to $p€&annum per share). Dividends on the
Series B Preferred Shares will accrue whether btheoCompany has earnings, whether or not theréuads legally available for the
payment of such dividends and whether or not siddehds are declared. The Series B Preferred Sheree a liquidation preference of $25
per share, plus an amount equal to any accruedrgpaid dividends.

The Series B Preferred Shares are not redeemabted@September 25, 2002. On and after Septemhe2@?2, the Series B Preferred Shi
will be redeemable for cash at the option of thenfany, in whole or in part, at $25 per share, plusaccrued and unpaid dividends thereon
to the date fixed for redemption. The redemptidngp(other than the portion thereof consistingafraed and unpaid dividends) is payable
solely out of the sale proceeds of other capitatlsbf the Company, which may include other sesfeBreferred Stock, and from no other
source.

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

The Series B Preferred Shares are not convertitdgahangeable for any other property or securéifdbe Company. The Series B Preferred
Shares are subject to certain restrictions on ostmgintended to preserve
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the Company's status as a REIT for Federal incameurposes. See "Description of Preferred Sto8lestrictions on Ownership" and
"Description of Common Stock -- Certain Provisigftecting Change of Control -- Ownership Limitat®and Restrictions on Transfers."

DESCRIPTION OF SERIESD PREFERRED SHARES

The following description of the Company's 8% SefleCumulative Redeemable Preferred Shares, pae $a01 per share (the "Series D
Preferred Shares"), is in all respects subjechtbcualified in its entirety by reference to theligable provisions of the Company's Articles
of Incorporation, including the Articles Supplemanytapplicable to the Series D Preferred Shares.Gdmpany is authorized to issue
400,000 Series D Preferred Shares, all of whiclevissued and outstanding as of the date hereof.

In April 1998, the Company offered and sold 4,000,depositary shares (the "Series D DepositaryeS8hgpreach representing a 1/10
fractional interest in a Series D Preferred Shahe. Series D Preferred Shares were deposited wihUWnion National Bank, as preferred
share depositary (the "Series D Depositary"), uadeeposit Agreement, dated April 23, 1998 (thei&eD Deposit Agreement"), among
Company, the Series D Depositary and the holders fime to time of the depositary receipts (theri&D Depositary Receipts") issued by
the Series D Depositary thereunder. The Series ib8itary Receipts evidence the Series D Deposghgares. Subject to the terms of the
Series D Deposit Agreement, each holder of a SBriBgpositary Receipt evidencing a Series D Deposi&hare will be entitled to all the
rights and preferences of a 1/10 fractional inteirea Series D Preferred Share (including dividarading, redemption and liquidation rights
and preferences).

With respect to the payment of dividends and ansupbn liquidation, the Series D Preferred Shaaek pari passu with the Series A
Preferred Shares, the Series B Preferred Sharesmgnother equity securities of the Company theseof which provide that such equity
securities rank on a parity with the Series D RreféShares and rank senior to the Common Stoclaapdther equity securities of the
Company that by their terms rank junior to the &b Preferred Shares. Dividends on the Serieef2iPed Shares represented by the Series
D Depositary Shares are cumulative from the dateriginal issue and are payable quarterly in agrearor about the last day of January,
April, July and October of each year, commencing 3@, 1998, at the rate of 8% of the liquidatioefprence per annum (equivalent to
$20.00 per annum per Series D Preferred Sharejd@rids on the Series D Preferred Shares will acehether or not the Company has
earnings, whether or not there are funds legalgjlable for the payment of such dividends and wieti not such dividends are declared.
The Series D Preferred Shares have a liquidatiefepnce of $250 per share (equivalent to $25.0@peres D Depositary Share), plus an
amount equal to any accrued and unpaid dividends.

The Series D Preferred Shares are not redeemabta@April 23, 2003. On and after April 23, 200Be Series D Preferred Shares will be
redeemable for cash at the option of the Compamyhiole or in part, at $250 per share, plus anyweetand unpaid dividends thereon to the
date fixed for redemption. The redemption pric&éotthan the portion thereof consisting of accraled unpaid dividends) is payable solely
out of the sale proceeds of other capital stoagk®fCompany, which may include other series ofdtrefl Stock, and from no other source.

If dividends on the Series D Preferred Sharesraegrears for six or more quarterly periods, whettenot such quarterly periods are
consecutive, holders of Series D Depositary Sha@®senting the Series D Preferred Shares (vetipgrately as a class with all other series
of Preferred Stock upon which like voting rightssédeen conferred and are exercisable) will beledtio vote for the election of two
additional directors to serve on the board of daescof the Company until all dividend arrearagagehbeen paid.

The Series D Preferred Shares are not convertitdgahangeable for any other property or securifedhe Company. The Series D Preferred
Shares are subject to certain restrictions on ostmigintended to preserve the Company's status&d B for federal income tax purposes.
See "Description of Preferred Stock -- RestrictiongOwnership" and "Description of Common StocKertain Provisions Affecting Change
of Control -- Ownership Limitations and Restrictioon Transfers."
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DESCRIPTION OF DEPOSITARY SHARES
General

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

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

Dividends and Other Distributions

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

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

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

Withdrawal of Stock

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

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

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

Voting of the Preferred Stock

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

Liquidation Preference

In the event of the liquidation, dissolution or @ing up of the Company, whether voluntary or invaéry, the holders of each Depositary
Receipt will be entitled to the fraction of thedidation preference accorded each share of Prdf&tack represented by the Depositary S
evidenced by such Depositary Receipt, as set fortie applicable Prospectus Supplement.

Conversion of Preferred Stock

The Depositary Shares, as such, will not be coiblerinto Common Stock or any other securitiesropprty of the Company. Nevertheless,
if so specified in the applicable Prospectus Suppl relating to an offering of Depositary Shathe,Depositary Receipts may be
surrendered by holders thereof to the applicaldéePied Stock Depositary with written instructidnsuch Preferred Stock Depositary to
instruct the Company to cause conversion of théeResl Stock represented by the Depositary Shaiderced by such Depositary Receipts
into whole shares of Common Stock, other sharé¥@fierred Stock of the Company or other sharetoeksand the Company will agree that
upon receipt of such instructions and any amouaysiple in respect thereof, it will cause the cosioer thereof utilizing the same procedures
as those provided for delivery of Preferred Staxkffect such conversion. If the Depositary Sharedenced by a Depositary Receipt are to
be converted in part only, a new Depositary ReaaifiReceipts will be issued for any Depositary 8karot to be converted. No fractional
shares of Common Stock will be issued upon conerysind if such conversion will
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result in a fractional share being issued, an amailhbe paid in cash by the Company equal towtakle of the fractional interest based upon
the closing price of the Common Stock on the lasiress day prior to the conversion.

Amendment and Termination of a Deposit Agreement

Any form of Depositary Receipt evidencing Depogit8hares that will represent Preferred Stock aydoaovision of a Deposit Agreement
will be permitted at any time to be amended by agrent between the Company and the applicable Pedf&tock Depositary. However, any
amendment that materially and adversely altersitfits of the holders of Depositary Receipts ot thauld be materially and adversely
inconsistent with the rights granted to the holddrthe related Preferred Stock will not be effeetunless such amendment has been app
by the existing holders of at least two-thirdstw tipplicable Depositary Shares evidenced by thkcaple Depositary Receipts then
outstanding. No amendment shall impair the righibject to certain anticipated exceptions in the @#pAgreements, of any holder of
Depositary Receipts to surrender any DepositaryeRewvith instructions to deliver to the holder tledated Preferred Stock and all money
and other property, if any, represented therebgepixin order to comply with law. Every holder of autstanding Depositary Receipt at the
time any such amendment becomes effective shalebmed, by continuing to hold such Depositary Rect consent and agree to such
amendment and to be bound by the applicable Depgsitement as amended thereby.

A Deposit Agreement will be permitted to be ternt@thby the Company upon not less that 30 days’ paiitten notice to the applicable
Preferred Stock Depositary if (i) such terminatismecessary to preserve the Company's statuRB$Taor (ii) a majority of each series of
Preferred Stock affected by such termination catssinsuch termination, whereupon such Preferredk3Depositary will be required to
deliver or make available to each holder of DepogiReceipts, upon surrender of the Depositary iRecheld by such holder, such number
of whole or fractional shares of Preferred Stockr@srepresented by the Depositary Shares eviddncedch Depositary Receipts together
with any other property held by such Preferred lS@epositary with respect to such Depositary Reseiphe Company will agree that if a
Deposit Agreement is terminated to preserve the gamy's status as a REIT, then the Company wilitsdgest efforts to list the Preferred
Stock issued upon surrender of the related Depgsiares on a national securities exchange. litianda Deposit Agreement will
automatically terminate if (i) all outstanding Dejtary Shares thereunder shall have been redeéi)eédere shall have been a final
distribution in respect of the related Preferregc&tin connection with any liquidation, dissolutionwinding up of the Company and such
distribution shall have been distributed to thedeos of Depositary Receipts evidencing the Depgsiaares representing such Preferred
Stock or

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

Charges of a Preferred Stock Depositary

The Company will pay all transfer and other taxed governmental charges arising solely from theterice of a Deposit Agreement. In
addition, the Company will pay the fees and expguda Preferred Stock Depositary in connectiomwie performance of its duties under a
Deposit Agreement. However, holders of Depositaggd®pts will pay certain other transfer and otlages and governmental charges as well
as the fees and expenses of a Preferred Stock Deyder any duties required by such holders tgpbdormed which are outside of those
expressly provided for in the applicable Depositégmnent.

Resignation and Removal of Depositary

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

A Preferred Stock Depositary will be required toafard to holders of Depositary Receipts any repamts communications from the
Company that are received by such Preferred StegoBitary with respect to the related PreferrediSto

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

its control, performing its obligations under a Bsp Agreement. The obligations of the Company afdteferred Stock Depositary under a
Deposit Agreement will be limited to performing théuties thereunder in good faith and without iggice (in the case of any action or
inaction in the voting of Preferred Stock repreedrity the applicable Depositary Shares), grossgeuie or willful misconduct, and neither
the Company nor any applicable Preferred Stock Biggry will be obligated to prosecute or defend kemal proceeding in respect of any
Depositary Receipts, Depositary Shares or sharBsedérred Stock represented thereby unless satisfandemnity is furnished. The
Company and any Preferred Stock Depositary wilh&enitted to rely on written advice of counsel oc@untants, or information provided by
persons presenting shares of Preferred Stock mpessthereby for deposit, holders of Depositargei#s or other persons believed in good
faith to be competent to give such information, andlocuments believed in good faith to be genaimgsigned by a proper party.

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

DESCRIPTION OF COMMON STOCK
General

The authorized capital stock of the Company incsuti@0 million shares of Common Stock, $.01 pare@ler share. Each outstanding share
of Common Stock entitles the holder to one votalbmatters presented to stockholders for a votddéts of Common Stock have no
preemptive rights. As of March 31, 1998, there wagrproximately 51.0 million shares of Common Stoukstanding, and approximately 1
million shares reserved for issuance upon exchahgatstanding Common Units.

Shares of Common Stock currently outstanding atedifor trading on the NYSE. The Company will gol the NYSE to list the additional
shares of Common Stock to be sold pursuant to avgpectus Supplement.

All shares of Common Stock issued will be duly awided, fully paid, and non-assessable. Distrimgimay be paid to the holders of
Common Stock if and when declared by the boardrettbrs of the Company out of funds legally avaliéetherefor. The Company intends to
continue to pay quarterly dividends.

Under Maryland law, stockholders are generallyliadite for the Company's debts or obligationshd Company is liquidated, subject to the
right of any holders of Preferred Stock, if anyreceive preferential distributions, each outstagdihare of Common Stock will be entitled to
participate pro rata in the assets remaining afigment of, or adequate provision for, all knowbtdeand liabilities of the Company.

The Articles of Incorporation provide for the boariddirectors to be divided into three classesi#alors, each class to consist as nearly as
possible of onehird of the directors. At each annual meetingtotkholders, the class of directors to be electedieh meeting will be elect
for a three-year term and the directors in therotive classes will continue in office. The overaiilect of the provisions in the Articles of
Incorporation with respect to the classified boauay be to render more difficult a change of contifdhe Company or removal of incumbent
management. Holders of Common Stock have no rigbtitnulative voting for the election of directoBonsequently, at each annual meeting
of stockholders, the holders of a plurality of #ieres of Common Stock are able to elect all oftloeessors of the class of directors whose
term expires at that meeting. Directors may be rexdmnly for cause and only with the affirmativeaesof the holders of two-thirds of the
shares of capital stock entitled to vote in thetida of directors.

Certain Provisions Affecting Change of Control

General. Pursuant to the Articles of Incorporatioid the Maryland general corporation law (the "MGCthe Company cannot merge inta
consolidate with another corporation or enter eniatutory share exchange
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transaction in which it is not the surviving entity sell all or substantially all of the assetdhef Company unless the board of directors adopts
a resolution declaring the proposed transactioisatiie and a majority of stockholders entitled dtevthereon (voting together as a single
class) approve the transaction.

Maryland Business Combination and Control Shareu&ts. The MGCL establishes special requiremerits espect to business
combinations between Maryland corporations andésted stockholders unless exemptions are appdicAbhong other things, the law
prohibits for a period of five years a merger atfteo specified or similar transactions betweenragany and an interested stockholder and
requires a supermajority vote for such transactaites the end of the five-year period. The Artict#f Incorporation contain a provision
exempting the Company from the requirements andigioms of the Maryland business combination statlihere can be no assurance that
such provision will not be amended or repealedchgtpmint in the future.

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

The Articles of Incorporation (including the prowis exempting the Company from the Maryland busrasnbination statute) may not be
amended without the affirmative vote of at leastajority of the shares of capital stock outstanding entitled to vote thereon voting
together as a single class, provided that certaivigions of the Articles of Incorporation may @ amended without the approval of the
holders of two-thirds of the shares of capital ktotthe Company outstanding and entitled to vb&rdon voting together as a single class.
The Company's bylaws may be amended by the boatilewitors or a majority of the shares cast of tedystock entitled to vote thereupon i
duly constituted meeting of stockholders.

If either of the foregoing exemptions in the Argislof Incorporation or bylaws is amended, the Margllbusiness combination statute or the
control share acquisition statute could have tfecebf discouraging offers to acquire the Compang of increasing the difficulty of
consummating any such offer.

Ownership Limitations and Restrictions on Transfée the Company to remain qualified as a REITannle Code, not more than 50% in
value of its outstanding shares of Common Stock beagwned, directly or indirectly, by five or fewiadividuals (defined in the Code to
include certain entities) during the last half dagable year, and such shares must be beneficwaited by 100 or more persons during at
least 335 days of a taxable year of 12 months onda proportionate part of a shorter taxable y&arensure that the Company remains a
qualified REIT, the Articles of Incorporation prola that no holder (other than persons approvetidgirectors at their option and in their
discretion) may own, or be deemed to own by vidlithe attribution provisions of the Code, morentl8a8% (the "Ownership Limit") of the
issued and outstanding capital stock of the Compahg board of directors may waive the Ownershipitif evidence satisfactory to the
board of directors and the Company's tax coungaiesented that the changes in ownership will aopardize the Company's status as a
REIT.

If any stockholder purports to transfer sharespem@on and either the transfer would result inGbenpany failing to qualify as a REIT, or
stockholder knows that such transfer would causdrinsferee to hold more than the Ownership Lithé,purported transfer shall be null :
void, and the stockholder will be deemed not toehmansferred the shares. In addition, if any petsads shares of capital stock in excess of
the Ownership Limit, such person will be deemeddtul the excess shares in trust for the Compariynaiti receive distributions with respect
to such shares and will not be entitled to votéhssitares. The person will be required to sell singres to the Company for the lesser of the
amount paid for the shares and the average clgsiog for the 10 trading days immediately precedimgredemption or to sell such shares at
the direction of the Company, in which case the gany will be reimbursed for its expenses in conpaavith the sale and will receive any
amount of such proceeds that exceeds the amoumipguson paid for the shares. If the Company réyases such shares, it may pay for the
shares with Common Units. The foregoing restricion transferability
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and ownership will not apply if the board of diret and the stockholders (by the affirmative vdtthe holders of two-thirds of the
outstanding shares of capital stock entitled t@wot the matter) determine that it is no longaghabest interests of the Company to continue
to qualify as a REIT.

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

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

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

Operating Partnership Agreement. The OperatinghBeship Agreement requires that any merger (urthesssurviving entity contributes
substantially all of its assets to the Operatingriegaship for Common Units) or sale of all or saiosially all of the assets of the Operating
Partnership be approved by a majority of the haldéiCommon Units (including Common Units ownedtloy Company). The Operating
Partnership Agreement also contains provisiongingldo a limited partner's redemption right in thent of certain changes of control of the
Company and under certain circumstances allowknited partners to continue to hold Common Unitshie Operating Partnership
following such a change of control, thereby maimitag the tax basis in their Common Units. The cedezthanges of control (each, a "Trigger
Event") are: (i) a merger involving the Companyinich the Company is not the surviving entity; @ijnerger involving the Company in
which the Company is the survivor but all or pdrtree Company's shares are converted into seaudfianother entity or the right to receive
cash; and (iii) the transfer by the Company to heoentity of substantially all of the assets anaay power of the Company or the Operating
Partnership.

Upon occurrence of a Trigger Event, the rights tifnited partner to receive a share of the Commaogimmon stock (a "REIT Share") or ¢
equal to the fair market value of a REIT Share umglemption of a Common Unit is converted intorilgat to receive a share (a
"Replacement Share") or cash equal to the fair etarlue thereof of the acquiror or a parent ofabguiror. If the acquiror does not have
publicly traded securities and a parent of the moqudoes, the publicly traded equity securitieshaf parent entity with the highest market
capitalization will be the Replacement Shareselther the acquiror nor any parent has publiclgedhequity securities, the Replacement
Shares will be the equity securities of the entiith the highest market capitalization. The numtfdReplacement Shares to be received by a
limited partner (or to be used to calculate théngasyment due) upon a redemption of Common Unidl ke equal to the number of REIT
Shares issuable prior to the Trigger Event mu#ibloy (i) the number of Replacement Shares theehalfla single REIT Share would have
received as a result of the Trigger Event or, é Replacement Shares have not been publicly tfadeshe year, (ii) a fraction, the numerator
of which is the Average Trading Price (as definethie Operating Partnership Agreement) of a REldr&has of the Trigger Event and the
denominator of which is the Average Trading Prita &eplacement Share as of the Trigger Event.

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

Because the Operating Partnership Agreement regjair@cquiror to make provision under certain oirstances to maintain the Operating
Partnership structure and maintain a limited paitrrégght to continue to hold Common Units withute redemption rights, the terms of the
Operating Partnership Agreement could also haveffieet of discouraging a third party from makingacquisition proposal for the
Company.
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These provisions of the Operating Partnership Ageze may only be waived or amended upon the corgdimited partners holding at le¢
75% of the Common Units (excluding those held &y@ompany).

Shareholders' Rights Plan. On October 4, 1997Ctmapany's board of directors adopted a SharehoRaists Plan and declared a
distribution of one preferred share purchase righiRight") for each outstanding share of Commarckt The Rights were issued on October
16, 1997 to each shareholder of record on such dateRights have certain anti-takeover effect® Rights will cause substantial dilution to
a person or group that attempts to acquire the @ognpn terms not approved by the Company's boadit@ftors. The Rights should not
interfere with any merger or other business contlmnaapproved by the board of directors since tlght? may be redeemed by the Company
for $.01 per Right prior to the time that a persomgroup has acquired beneficial ownership of 15%ore of the Common Stock.

Registrar and Transfer Agent
The Registrar and Transfer Agent for the CommorrlSi® First Union National Bank, Charlotte, NortharGlina.
FEDERAL INCOME TAX CONSIDERATIONS

The following summary of certain Federal income ¢arsiderations to the Company is based on culaentis for general purposes only, and
is not tax advice. The summary addresses the rabEderal income tax considerations relating #oGompany's REIT status, as well as
material Federal income tax considerations relatindpe Operating Partnership. The tax treatmeattodlder of any of the Securities will vi
depending upon the terms of the specific securdgegiired by such holder, as well as his or hetiquaar situation, and this discussion does
not attempt to address any aspects of Federal im¢axation relating to holders of Securities. Aarkgederal income tax considerations
relevant to holders of the Securities will be pded in the applicable Prospectus Supplement rgl#tiereto.

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

Taxation of the Company asa REIT

General. Commencing with its taxable year endeceBéer 31, 1994, the Company has elected to be txadeal estate investment trust
under Sections 856 through 860 of the Code. Thepanmbelieves that, commencing with its taxable yealed December 31, 1994, it has
been organized and has operated in such a mantegaalify for taxation as a REIT under the Caaled the Company intends to continue to
operate in such a manner, but no assurance camdretbat it has operated or will operate in a neargo as to qualify or remain qualified.

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

Alston & Bird LLP has acted as tax counsel to tlienPany in connection with the offering of the Séges and the Company's election to be
taxed as a REIT. Alston & Bird LLP is of the opinithat the Company has been organized and hastegénaconformity with the
requirements for qualification and taxation as dTRihder the Code for its taxable years ended Déeer®1, 1994 through 1997, and that the
Company is in a position to continue its qualifioatand taxation as a REIT within the definitionS#ction 856(a) of the Code for the taxable
year that will end December 31, 1998. This opinghased on factual representations of the Compangerning its business operations

its properties and Alston & Bird LLP has not indegently verified these facts. In addition, the Camys status as a REIT at any time during
1998 is dependent, among other things, upon thep@oynmeeting the requirements of Section 856 tHr@&9 of the Code throughout the
year and for the year as a whole. Accordingly, beeghe Company's satisfaction of such requirenwveifit:

34



depend upon future events, including the precisad@nd conditions of proposed transactions, tied fietermination of operational results
and the effect of certain provisions containechimPresident's Budget Proposal for the Fiscal Y888 on the Company's REIT status, no
assurance can be given that the Company will gatisf requirements to be a REIT during the taxgbhe that will end December 31, 1998.

Federal Income Taxation of the Company

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

distribute during each year at least the sum @56 of its ordinary income for such year, (ii) 95%its capital gain net income for such ye
and (iii) any undistributed taxable income fromopiperiods, the Company will be subject to a 4% sxtax on the excess of such required
distribution over the amounts actually distribut8dventh, if the Company should acquire any asset & C corporation (i.e., a corporation
generally subject to full corporate-level tax) icaryover-basis transaction and the Company sulesely recognizes gain on the disposition
of such asset during the 10-year period (the "Reitiog Period") beginning on the date on which élsset was acquired by the Company,
then, to the extent of the excess of (a) the fairket value of the asset as of the beginning o&fiicable Recognition Period over (b) the
Company's adjusted basis in such asset as of thertreg of such Recognition Period (the "Built-l@iB"), such gain will be subject to tax at
the highest regular corporate rate, pursuant tdgimes issued by the Internal Revenue ServiceS"Jighe "Built-In Gain Rules").

Requirementsfor Qualification

To qualify as a REIT, the Company must elect tedéreated and must meet the requirements, disthsdew, relating to the Company's
organization, sources of income, and nature oftasse

Organizational Requirements. The Code defines & REla corporation, trust or association: (i) tkahanaged by one or more trustees or
directors,

(i) the beneficial ownership of which is evidendadtransferable shares or by transferable ceatéie of beneficial interest, (iii) that would
taxable as a domestic corporation but for the REefuirements, (iv) that is neither a financial iington nor an insurance company subject to
certain provisions of the Code, (v) the benefioiahership of which is held by 100 or more pers¢wi$,during the last half of each taxable
year, not more than 50% in value of the outstandingk of which is owned, directly or indirectiprough the application of certa

attribution rules, by five or fewer individuals (dsfined in the Code to include certain entiti¢g)) files an election to be taxed as a REIT on
its return for each taxable year, and

(viii) satisfies the 95% and 75% income tests dredt5%, 25%, 10% , and 5% asset tests, as destxéed. The Code provides that
conditions (i) through

(iv), inclusive, must be met during the entire talgayear and that condition

(v) must be met during at least 335 days of a tiexpdar of 12 months or during a proportionate pae taxable year of less than 12 months.
For purposes of condition (v), certain pension &iadd other tax-exempt entities are treated aspgr&or purposes of condition (vi), the
beneficiaries of a pension or profit-sharing truster section 401(a) of the Code are treated a¥ Ristkholders. In addition,
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the Articles of Incorporation currently include t@n restrictions regarding transfer of its Comn&tack, which restrictions are intended
(among other things) to assist the Company in nairtg to satisfy conditions (v) and (vi) above.

In the case of a REIT that is a partner in a pastrip, Treasury Regulations provide that the REITlve deemed to own its proportionate
share of the assets of the partnership and willdened to be entitled to the income of the partigittributable to such share. In addition,
the character of the assets and gross income @kittteership retain the same character in the hafti® REIT for purposes of Section 85¢
the Code, including satisfying the gross incoméstand asset tests. Thus, the Company's propaditishare of the assets, liabilities, and
items of income of the Operating Partnership (iditig the Operating Partnership's share of the siditilities, and items of income with
respect to any partnership in which it holds aariest) will be treated as assets, liabilities @aaohs of income of the Company for purposes of
applying the requirements described herein.

Income Tests. In order to maintain qualificatioraaREIT, the Company annually must satisfy two glioasome requirements. First, at least
75% of the Company's gross income (excluding grassme from prohibited transactions) for each téagear must be derived directly or
indirectly from investments relating to real pragemcluding investments in other REITs or mortgagn real property (including "rents fr
real property" and, in certain circumstances, ggbr Second, at least 95% of the Company's gnossrie (excluding gross income from
prohibited transactions) for each taxable year rhasierived from such real property investmentgddnds, interest, and gain from the sale
or disposition of stock or securities (or from amymbination of the foregoing). In addition, for dote years ended on or before December 31,
1997, short-term gain from the sale or other digjposof stock or securities, gain from prohibitednsactions and gain on the sale or other
disposition of real property held for less thanrfgears (apart from involuntary conversions anésalf foreclosure property) must represent
less than 30% of the Company's gross income (iimgdugiross income from prohibited transactions). Th&payer Relief Act of 1997, enac
August 5, 1997 ("Taxpayer Relief Act"), repeals 8286 gross income test for taxable years beginafteg August 5, 1997. Accordingly, the
30% gross income test will not apply to the Complbeginning with its taxable year that will end Dexdzer 31, 1998.

Rents received by the Company will qualify as "sgfinom real property” in satisfying the gross in@rmaquirements for a REIT described
above only if several conditions are met. First, dimount of rent must not be based in whole oai @n the income or profits of any person
but can be based on a fixed percentage of grosfpte®r gross sales. Second, "rents from realgrtgpexcludes any amount received
directly or indirectly from any tenant if the Comma or an owner of 10% of more of the Company,diyeor constructively, owns 10% or
more of such tenant taking into consideration {h@ieable attribution rules (a "Related Party TeharThird, rent attributable to personal
property is excluded from "rents from real propeexcept where such personal property is leasedmmection with a lease of real property
and the rent attributable to such personal propetgss than or equal to 15% of the total renéinexd under the lease. Finally, amounts that
are attributable to services furnished or rend@rennection with the rental of real property, Wi or not separately stated, will not
constitute "rents from real property" unless suglvises are customarily provided in the geographé@a. Customary services that are not
provided to a particular tenant (e.g., furnishimgthand light, the cleaning of public entrances, the collection of trash) can be provided
directly by the Company. Where, on the other handh services are provided primarily for the corneece of the tenants and are provide
such tenants, such services must be provided yd@pendent contractor. In the event that an indeéget contractor provides such services,
the Company must adequately compensate the indepteodntractor, the Company must not derive angnmefrom the independent
contractor, and neither the independent contrawiocertain of its shareholders may, directly aliriactly, own more than 35% of the
Company, taking into consideration the applicabl@ership rules. Pursuant to the Taxpayer Reliefahat beginning with the Company's
taxable year that will end December 31, 1998, tbm@any's rental income will not cease to qualifyrasts from real property" merely
because the Company performs a de minimis amodntgeErmissible services to the tenants. For purposéhe preceding sentence, (i) the
amount of income received from such impermissibl@ises cannot exceed one percent of all amouon&sved or accrued during such taxe
year, directly or indirectly, by the Company witspect to such property and (ii) the amount treasackceived by the Company for si
impermissible services cannot be less than 15Gpeaf the direct cost of the Company in furnishimgendering such services.
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The Company does not currently charge and doeantimipate charging rent that is based in wholm grart on the income or profits of any
person. The Company also does not anticipate aigiéving rent attributable to personal properysied in connection with real property that
exceeds 15% of the total rents or receiving remhfRelated Party Tenants.

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

The Operating Partnership and the Company recee®ih consideration of the performance of propadpagement and brokerage and
leasing services with respect to certain Propenigwned entirely by the Operating PartnershihSees will not qualify under the 75% or
the 95% gross income test. The Operating Partneedbd may receive certain other types of inconth veispect to the properties it owns that
will not qualify for either of these tests. In atioin, dividends on the Operating Partnership'skstoddighwoods Services will not qualify
under the 75% gross income test. The Company lealjdvowever, that the aggregate amount of suctafetsther non-qualifying income in
any taxable year will not cause the Company to eddke limits on non-qualifying income under eittier 75% or the 95% gross income test.

If the Company fails to satisfy one or both of #%6 or 95% gross income tests for any taxable yearay nevertheless qualify as a REIT
that year if it is eligible for relief under a cairi provision of the Code. This relief provisiomgeally will be available if (i) the Company's
failure to meet these tests was due to reasonabkeand not due to willful neglect, (i) the Compattaches a schedule of the nature and
amount of each item of income to its Federal incéaxaereturn and (iii) the inclusion of any incorré@tformation on such schedule is not due
to fraud with intent to evade tax. It is not po&silhowever, to state whether in all circumstaribesCompany would be entitled to the benefit
of this relief provision. For example, if the Compéfails to satisfy the gross income tests becaosequalifying income that the Company
intentionally incurs exceeds the limits on suctoime, the IRS could conclude that the Company'arfaiio satisfy the tests was not due to
reasonable cause. As discussed above in " -- Hddetsne Taxation of the Company," even if thisekprovision applies, a 100% tax would
be imposed with respect to the portion of the Camfsataxable income that fails the 75% or 95% giossme test.

Asset Tests. At the close of each quarter of kalike year, the Company also must satisfy fousteating to the nature and diversificatiol

its assets. First, at least 75% of the value oftbmpany's total assets must be represented bgsedé assets, cash and cash items (including
receivables), and government securities. Seconthore than 25% of the value of the Company's &dakts may be represented by securities
other than those in the 75% asset class. Thirdnaoe than 5% of the value of the Company's assaysconsist of securities of any one
issuer (other than those securities includibldna 5% asset test). Fourth, not more than 10%eobtitstanding voting securities of any one
issuer may be held by the Company (other than theserities includible in the 75% asset test).

The 5% test generally must be met for any quantertiich the Company acquires securities of an isguaus, this requirement must be
satisfied not only on the date on which the Compaangugh the Operating Partnership acquired thergexs of Highwoods Services, but a
each time the Company increases its ownershig oégpective securities (including as a resulbhofdasing its interest in the Operating
Partnership as limited partners exercise theirmgdi®n rights). Although the Company plans to tateps to ensure that it satisfies the 5%
value test for any quarter with respect to whidieseng is to occur, there can be no assurancesticht steps will always be successful or will
not require a reduction in the Company's overadiriest in Highwoods Services.

The Operating Partnership owns 100% of the nongattock and 1% of the voting stock of Highwoodsviders, and by virtue of its
ownership of Common Units, the Company will be ¢dased to own its pro rata share of such stock."$be Company and the Operating
Partnership." Neither the Company nor the Opera@adnership, however, will own more than 1% ofibéing securities of Highwoods
Services. In addition, the Company and its senianagement do not believe that the Company's pacsteire of the value of the
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securities of Highwoods Services exceeds 5% ofdta value of the Company's assets. The Compamlisf is based in part upon its
analysis of the estimated value of the securitiddighwoods Services owned by the Operating Pastriprrelative to the estimated value of
the other assets owned by the Operating Partnefshipndependent appraisals will be obtained tgsupthis conclusion, and Alston & Bird
LLP, in rendering its opinion as to the qualificatiand taxation of the Company as a REIT, is rglgin the conclusions of the Company and
its senior management as to the value of the d@=udf Highwoods Services. There can be no asesardmowever, that the IRS might not
contend that the value of such securities helcthbyGompany (through the Operating Partnership)edsthe 5% value limitation.

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

Annual Distribution Requirements

In order to be taxed as a REIT, the Company isireduo make distributions (other than capital gdistributions) to its stockholders in an
amount at least equal to (a) the sum of (i) 95%efCompany's "REIT taxable income" (computed withregard to the dividends-paid
deduction and the Company's capital gain) an®@%% of the net income, if any, from foreclosuregandy in excess of the special tax on
income from foreclosure property, minus (b) the safroertain items of non-cash income. Such distiims must be paid in the taxable year
to which they relate. Dividends paid in the subseqear, however, will be treated as if paid ia phior year for purposes of such prior ye
95% distribution requirement if one of the followitwo sets of criteria are satisfied: (i) the dandis were declared in October, November, or
December, the dividends were payable to stockhslderecord on a specified date in such a montth tla@ dividends were actually paid
during January of the subsequent year; or (iidik&lends were declared before the Company timtdg fts Federal income tax return for
such year, the dividends were distributed in thel\res month period following the close of the pyaar and not later than the first regular
dividend payment after such declaration, and thex@my elected on its Federal income tax returnHermprior year to have a specified
amount of the subsequent dividend treated as df ipaihe prior year. Even if the Company satisflesforegoing distribution requirements,
the Company will be subject to tax thereon at regoépital gains or ordinary corporate tax ratethéoextent that it does not distribute all of
its net capital gain or "REIT taxable income" apiatbd. Furthermore, if the Company should faiistribute during each calendar year at
least the sum of (a) 85% of its ordinary incometfat year, (b) 95% of its capital gain net incdimethat year, and (c) any undistributed
taxable income from prior periods, the Company wdié subject to a 4% excise tax on the excessobf rquired distribution over the
amounts actually distributed. In addition, duritgyRRecognition Period, if the Company disposeswfasset subject to the Built-In Gain
Rules, the Company will be required, pursuant tol@uce issued by the IRS, to distribute at lea%b @5 the Built-In Gain (after tax), if any,
recognized on the disposition of the asset.

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

It is expected that the Company's REIT taxablenmeavill be less than its cash flow due to the allose of depreciation and other non-cash
charges in computing REIT taxable income. Accorljinthe Company anticipates that it generally Wale sufficient cash or liquid assets to
enable it to satisfy the 95% distribution requiretndt is possible, however, that the Company, ftone to time, may not have sufficient ce
or other liquid assets to meet the 95% distributegquirement or to distribute such greater amoamhay be necessary to avoid income and
excise taxation. In such event, the Company mayifinecessary to arrange for borrowings or, ifgilge, pay taxable stock dividends in
order to meet the distribution requirement.
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In the event that the Company is subject to ansajent to its REIT taxable income (as defined ioti®a 860(d)(2) of the Code) resulting
from an adverse determination by either a finalrtdacision, a closing agreement between the Coynaad the IRS under Section 7121 of
the Code, or an agreement as to tax liability betwide Company and an IRS district director, then@any may be able to rectify any
resulting failure to meet the 95% annual distribntrequirement by paying "deficiency dividends'stockholders that relate to the adjusted
year but that are paid in a subsequent year. Tlifgjaa a deficiency dividend, the distribution nobe made within 90 days of the adve
determination and the Company also must satisfiaiceother procedural requirements. If the statuteguirements of Section 860 of the
Code are satisfied, a deduction is allowed for @gficiency dividend subsequently paid by the Comyaroffset an increase in the
Company's REIT taxable income resulting from theesse determination. The Company, however, willdgpiired to pay statutory interest
on the amount of any deduction taken for deficietieydends to compensate for the deferral of tixdigdility.

Failureto Qualify

If the Company fails to qualify for taxation as &IR in any taxable year and the relief provisionsndt apply, the Company will be subjec
tax (including any applicable alternative minimua)ton its taxable income at regular corporatestddéstributions to stockholders in any
year in which the Company fails to qualify will ne¢ deductible by the Company nor will they be memfito be made. In such event, to
extent of positive current and accumulated earnamgbprofits, all distributions to stockholdersvaié dividends, taxable as ordinary income,
except that, subject to certain limitations of @®de, corporate distributees may be eligible ferdividends-received deduction. Unless the
Company is entitled to relief under specific statutprovisions, the Company also will be disquetififrom taxation as a REIT for the four
taxable years following the year during which dfigdition was lost. It is not possible to state wieetin all circumstances the Company wc
be entitled to such statutory relief. For examilhe Company fails to satisfy the gross incomstgdecause non-qualifying income that the
Company intentionally incurs exceeds the limit antsincome, the IRS could conclude that the Comigdailure to satisfy the tests was not
due to reasonable cause.

Taxation of U.S. Stockholders

As used herein, the term "U.S. Stockholder" meamsl@er of Common Stock that (for Federal incomeparposes) (a) is a citizen or resic
of the United States, (b) is a corporation or panghip (including an entity treated as a corporatippartnership for United States Federal
income tax purposes) created or organized in oewutie laws of the United States or of any politezdbdivision thereof, (c) is an estate, the
income of which is subject to Federal income tatategardless of its source or (d) is any truatéburt within the United States is able to
exercise primary supervision over the administratibthe trust, and one or more United States psriave the authority to control all
substantial decisions of the trust. For any taxgbbe for which the Company qualifies for taxatama REIT, amounts distributed to taxable
U.S. Stockholders will be taxed as discussed below.

Distributions Generally. Distributions to U.S. Stbolders, other than capital gain dividends diseddselow, will constitute dividends up to
the amount of the Company's positive current amdmclated earnings and profits and, to that exteifitbe taxable to the U.S. Stockholders
as ordinary income. These distributions are ngjtdk for the dividends-received deduction for a@rgiions. To the extent that the Company
makes a distribution in excess of its positive entrand accumulated earnings and profits, theiloigion will be treated first as a tax-free
return of capital, reducing the tax basis in th8.L&tockholder's Common Stock, and then the digtab in excess of such basis will be
taxable as gain realized from the sale of its Com®&twck. Dividends declared by the Company in Catoovember, or December of any
year payable to a U.S. Stockholder of record opezified date in any such month shall be treatdub#s paid by the Company and recei

by the stockholders on December 31 of the yeaxiged that the dividends are actually paid by tleenPany during January of the following
calendar year. U.S. Stockholders are not alloweddiode on their own Federal income tax returnstam losses of the Company.

The Company will be treated as having sufficiemhggys and profits to treat as a dividend any itistion by the Company up to the amount
required to be distributed in order to avoid impiosi of the 4% excise tax discussed in " -- Federedme Taxation of the Company" above.

39



Capital Gain Distributions. Distributions to U.So8kholders that are properly designated by the [@2om as capital gain distributions will be
treated as long-term capital gains (to the extegy o not exceed the Company's actual net cayata) for the taxable year without regard to
the period for which the U.S. Stockholder has tésdor her stock. However, corporate stockholdesg 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.

Pursuant to the Taxpayer Relief Act and beginniith the Company's taxable year that will end Decein8d, 1998, the Company may elect
to retain and pay income tax on net Idegm capital gain that it received during the taal If such election is made, (i) the U.S. Stodttais
will include in their income their proportionateask of the undistributed long-term capital gaingl@signated by the Company; (ii) the U.S.
Stockholders will be deemed to have paid their prigpnate share of the tax, which would be creditedefunded to such stockholders, and
(iii) the basis of the U.S. Stockholders' shardslve increased by the amount of the undistriblbeg-term capital gains (less the amount of
capital gains tax paid by the Company) includeduoh stockholders' long-term capital gains.

As a result of the changes made to the capital ga@s by the Taxpayer Relief Act (See " -- Cerfaispositions of Shares"), the IRS issued
Notice 97-64 outlining (i) when a REIT may designate itsidends as either a 20% rate gain distribution, rmecaptured section 1250 gain
distribution (taxed at 25% as noted in "Certainddstion of Shares"), or a 28% rate gain distrilmutand (ii) how to calculate the amount of
such distributions, which may be subject to certiferral or bifurcation adjustments. When a RE¢Eignates a distribution as a capital gain
dividend, which is attributable to a taxable yeadiag after May 7, 1997, for purposes of the anwisttibution requirement, the REIT also
may designate such dividend as a 20% rate gairldisbon, as unrecaptured section 1250 gain distidin, or a 28% rate gain distribution.
Where no such designation is provided, the divideitidbe treated as a 28% rate gain distributione3e additional designations by the REIT
are effective only to the extent that they do nateed certain limitations. For example, the maxinamount of each distribution that can be
classified as either a 20% rate gain distributeanunrecaptured section 1250 gain distributiora 28% rate gain distribution must be
calculated in accordance with the Code and theNBt®e.

Passive Activity Loss and Investment Interest Latiitns. Distributions from the Company and gaimfritne disposition of Common 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 exthei/tdo not constitute a return of capital) gengnaill be treated as investment income
for purposes of the investment interest limitatiet capital gain from the disposition of Commondktor capital gain dividends generally
will be excluded from investment income unlesslth®. Stockholder elects to have such gain taxeddaary income rates.

Certain Dispositions of Shares. In general, U.8cl8tolders will realize capital gain or loss on thigposition of Common Stock equal to the
difference between (i) the amount of cash anddireniarket value of any property received on sushasition, and (ii) such stockholders'
adjusted basis in such Common Stock. Losses irttomehe sale or exchange of Common Stock helbbfsrthan six months (after applying
certain holding period rules) will be deemed lorgxt capital loss to the extent of any capital ghitdends received by the selling U.S.
Stockholder from those shares. As a result of dogp@yer Relief Act, the maximum rate of tax oncwgtital gains on individuals, trusts, and
estates from the sale or exchange of assets hetddie than 18 months has been reduced to 20%swidmaximum rate is further reduced
to 18% for assets acquired after December 31, 28@Dheld for more than five years. For 15% perbeatket taxpayers, the maximum rate
on net capital gains is reduced to 10%, and suctirmen rate is further reduced to 8% for assets afilet December 31, 2000, and held for
more than five years. The maximum rate for nettehghains attributable to the sale of depreciabdd property held for more than 18 months
is 25% to the extent of the deductions for deptemawith respect to such property. Long-term calpiain allocated to U.S. Stockholders by
the Company will be subject to the 25% rate toekient that the gain does not exceed depreciatioea property sold by the Company. -
maximum rate of capital gains tax for capital as$etild more than one year but not more than 18msarimains at 28%. The taxation of
capital gains of corporations was not changed byT#xpayer Relief Act.
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Treatment of Tax-Exempt Stockholders. Distributifnasn the Company to a tax-exempt employee pertsitst or other domestic tasxempt
stockholder generally will not constitute "unrethteusiness taxable income" ("UBTI") unless the ldbotder has borrowed to acquire or carry
its Common Stock. Qualified trusts that hold mdrat 10% (by value) of the shares of pension-heltfREay be required to treat a certain
percentage of such a REIT's distributions as UBTls requirement will apply only if (i) the REIT wéd not qualify as such for Federal
income tax purposes but for the application ofemKithrough" exception to the five or fewer reqoient applicable to shares held by
qualified trusts and (ii) the REIT is "predominanitield" by qualified trusts. A REIT is predominankield if either (i) at least one qualified
trust holds more than 25% by value of the REITrisés or (ii) one or more qualified trusts, eachnimg more than 10% by value of the REIT
interests, hold in the aggregate more than 50%eREIT interests. The percentage of any REIT éiviltreated as UBTI is equal to the ri
of (a) the UBTI earned by the REIT (treating thelREs if it were a qualified trust and therefordjgat to tax on UBTI) to (b) the total gross
income (less certain associated expenses) of thi€. REthe event that this ratio is less than 5%dny year, then the qualified trust will not
be treated as having received UBTI as a result@REIT dividend. For these purposes, a qualifiesttis any trust described in Section 401
(a) of the Code and exempt from tax under Sectidi(&d) of the Code. The restrictions on ownershiG@nmon Stock in the Articles of
Incorporation generally will prevent applicationtb& provisions treating a portion of REIT disttioms as UBTI to tax-exempt entities
purchasing Common Stock, absent a waiver of theicgans by the board of directors.

Special Tax Considerationsfor Non-U.S. Stockholders

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

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

it is made out of current or accumulated earnimgb@ofits of the Company. Generally, any ordinagome dividend will be subject to a
Federal income tax equal to 30% of the gross amafuthie dividend unless this tax is reduced by @ulieable tax treaty. Such a distribution
in excess of the Company's earnings and profitsh@itreated first as a return of capital that walluce a Non-U.S. Stockholder's basis in its
Common Stock (but not below zero) and then as fyam the disposition of such shares, the tax treatof which is described under the
rules discussed below with respect to disposit@frS8ommon Stock.

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

Although tax treaties may reduce the Company'shaittfing obligations, the Company generally willfeguired to withhold from
distributions to Non-U.S. Stockholders, and remitite IRS, (i) 35% of designated capital gain davids (or, if greater, 35% of the amount of
any distributions that could be designated as ahgéin dividends) and (ii) 30% of ordinary dividEnpaid out of earnings and profits. In
addition, if the Company designates prior distiitnos$ as capital gain dividends, subsequent digtdbs, up to the amount of such prior
distributions that were designated as capital gdivisends, will be treated as capital gain dividefior purposes of withholding. A
distribution in excess of the Company's earningsgofits may be subject to 30% dividend withhotd{mnless such Nob-S. Stockholder i
entitled to a lower rate under an income tax treaityl 0% FIRPTA withholding. If the amount of taxtkheld by the Company with respect

a distribution to a
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Non-U.S. Stockholder exceeds the stockholder's UrBtaties tax liability with respect to such distribat the Non-U.S. Stockholder may file
for a refund of such excess from the IRS.

Unless the Common Stock constitutes a "United Stagal property interest" within the meaning of PIR\, a sale of Common Stock by a
Non-U.S. Stockholder generally will not be subjecFderal income taxation. The Common Stock will emitstitute a United States real
property interest if the Company is a "domesticatintrolled REIT." A domestically controlled REIF @& REIT in which at all times during a
specified testing period less than 50% in valuiso$hares is held directly or indirectly by NonSUStockholders. It currently is anticipated
that the Company will be a domestically controlREIT and, therefore, that the sale of Common Swaitknot be subject to taxation under
FIRPTA. However, because the Common Stock will bieliply traded, no assurance can be given thaCtirapany will be a domestically
controlled REIT. If the Company were not a domedlyccontrolled REIT, a Non-U.S. Stockholder's saflé€€ommon Stock would be subject
to tax under FIRPTA as a sale of a United Statelsm®perty interest unless the Common Stock wezrgularly traded" on an established
securities market (such as the NYSE) on which then@on Stock will be listed and the selling stockleslowned no more than 5% of the
Common Stock throughout the testing period. Ifgh& on the sale of Common Stock were subjectdatian under FIRPTA, the Non-U.S.
Stockholder would be subject to the same treatmgmat U.S. Stockholder with respect to the gainjéstibo applicable alternative minimum
tax and a special alternative minimum tax in th&eaaf non-resident alien individuals). Notwithstawgdthe foregoing, capital gains not
subject to FIRPTA will be taxable to a Non-U.S. &loolder if the Non-U.S. Stockholder is a non-residalien individual who is present in
the United States for 183 days or more during dévatile year and certain other conditions applwhich case the non-resident alien
individual will be subject to a 30% tax on his @riJ.S. source capital gains.

A purchaser of Common Stock from a Non-U.S. Sto@dérowill not be required to withhold under FIRPDBA the purchase price if the
purchased Common Stock is "regularly traded" orstablished securities market or if the Comparaydemestically controlled REIT.
Otherwise, the purchaser of Common Stock from a-Ndh Stockholder may be required to withhold 10Rhe purchase price and remit
this amount to the IRS. The Company's Common Staclently is a regularly traded security on the NEY$he Company believes that it
qualifies under both the regularly traded and thmelstically controlled REIT exceptions to withholgibut cannot provide any assurance to
that effect.

Information Reporting Requirements and Backup Withholding Tax

Under certain circumstances, U.S. Stockholders lmeagubject to backup withholding at a rate of 31%payments made with respect to, or
cash proceeds of a sale or exchange of, Commok.RBackup withholding will apply only if

(i) the payee fails to furnish his or her taxpaigentification number

("TIN™) (which, for an individual, would be his ¢rer Social Security Number) to the payor as requifi® the IRS notifies the payor that the
taxpayer identification number furnished by thegmais incorrect, (iii) the IRS has notified the payhat such payee has failed to properly
include reportable interest and dividends in thgepss return or has failed to file the approprratarn and the IRS has assessed a deficiency
with respect to such underreporting, or (iv) thggmmhas failed to certify to the payor, under piesbf perjury, that the payee is not subject
to withholding. In addition, backup withholding Wilot apply with respect to payments made to aegaempt recipients, such as
corporations and tax-exempt organizations.

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

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

Tax Aspects of the Operating Partner ship

General. Substantially all of the Company's investta are held through the Operating Partnershigeheral, partnerships are "paksssugh”
entities which are not subject to Federal income Rather, partners
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are allocated their proportionate shares of thrastef income, gain, loss, deduction, and cred# partnership, and are potentially subject to
tax thereon, without regard to whether the partreesive a distribution from the partnership. Tleer@any includes in its income its
proportionate share of the foregoing Operatingrieaship items for purposes of the various REIT medests and in the computation of its
REIT taxable income. Moreover, for purposes ofRiEET asset tests, the Company includes its prapuate share of assets held by the
Operating Partnership.

Tax Allocations with Respect to the Properties.sBant to Section 704(c) of the Code, income, dafs, and deduction attributable to
appreciated or depreciated property (such as thgelfies) that is contributed to a partnershipxichange for an interest in the partnership,
must be allocated in a manner such that the cartitndp partner is charged with, or benefits from timeealized gain or unrealized loss,
respectively, associated with the property at itne bf the contribution. The amount of such uneadigain or unrealized loss is generally
equal to the difference between the fair marketealf contributed property at the time of contribntand the adjusted tax basis of such
property at the time of contribution (a "Book-TakfBrence"). Such allocations are solely for Fetlgreome tax purposes and do not affect
the book capital accounts or other economic orllagangements among the partners. The Operatirigé?ship was formed by way of
contributions of appreciated property (including #roperties). Consequently, the Operating Patiipesggreement requires such allocations
to be made in a manner consistent with Sectioncj@f(the Code.

In general, the partners who have contributed paship interests in the Properties to the Operaiagnership (the "Contributing Partners™)
will be allocated lower amounts of depreciation ulgbns for tax purposes than such deductions whelfl determined on a pro rata basis
addition, in the event of the disposition of anytlté contributed assets (including the Propertiesl) have a Book-Tax Difference, all taxable
income attributable to such Book-Tax Differenceeyaily will be allocated to the Contributing Parmsieand the Company generally will be
allocated only its share of capital gains attriblégo appreciation, if any, occurring after thesthg of the acquisition of such properties. This
will tend to eliminate the Book-Tax Difference ouhe life of the Operating Partnership. Howevee, special allocation rules of Section 704
(c) of the Code do not always entirely eliminate Book-Tax Difference on an annual basis or wipeet to a specific taxable transaction
such as a sale. Thus, the carryover basis of thiilsoted assets in the hands of the Operatingh®estiip will cause the Company to be
allocated lower depreciation and other deductiospossibly amounts of taxable income in the ewéatsale of such contributed assets in
excess of the economic or book income allocatéta® a result of such sale. This may cause thepaosnto recognize taxable income in
excess of cash proceeds, which might adverselgtafie Company's ability to comply with the REIBlibution requirements. See " --
Annual Distribution Requirements."

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

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

Basis in Operating Partnership Interest. The Coiyipadjusted tax basis in its interest in the OgegaPartnership generally (i) will be equal
to the amount of cash and the basis of any othogrepty contributed to the Operating PartnershiphigyCompany, (ii) will be increased by (a)
its allocable share of the Operating Partnersiip@eme and (b) its allocable share of indebtedné#ise Operating Partnership and (iii) will
be reduced, but not below zero, by the Companigsablle share of (a) losses suffered by the Oper&artnership, (b) the amount of cash
distributed to the Company, and

(c) constructive distributions resulting from awetion in the Company's share of indebtednesseoOyperating Partnership.
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If the allocation of the Company's distributive shaf the Operating Partnership's loss exceedadfusted tax basis of the Company's
partnership interest in the Operating Partnerghigprecognition of such excess loss will be detenetil such time and to the extent that the
Company has an adjusted tax basis in its partneistarest. To the extent that the Operating Peshig's distributions, or any decrease in the
Company's share of the indebtedness of the Opgratrntnership (such decreases being considereshalstribution to the partners) exceed
the Company's adjusted tax basis, such excesdisins (including such constructive distributipeenstitute taxable income to the
Company. Such taxable income normally will be chmazed as a capital gain if the Company's intarethe Operating Partnership has been
held for longer than one year, subject to reduagddtes described above (See " -- Taxation of Bt&kholders -- Capital Gain
Distributions"). Under current law, capital gaimgaordinary income of corporations generally axetbat the same marginal rates.

Sale of the Properties. The Company's share ofrgalized by the Operating Partnership on the aladmy property held by the Operating
Partnership as inventory or other property helcharily for sale to customers in the ordinary cowbthe Operating Partnership's trade or
business will be treated as income from a protdbitensaction that is subject to a 100% penalty$@e " -- Requirements for Qualification --
Income Tests." Such prohibited transaction incotee may have an adverse effect upon the Compabiity #0 satisfy the income tests for
qualification as a REIT. Under existing law, whetheoperty is held as inventory or primarily foleséo customers in the ordinary course of
the Operating Partnership's trade or businesgjigation of fact that depends on all the factsarmdimstances with respect to the particular
transaction. The Operating Partnership intendotd the Properties for investment with a view todeterm appreciation, to engage in the
business of acquiring, developing, owning, and atieg the Properties (and other properties) andake such occasional sales of the
Properties, including peripheral land, as are test with the Operating Partnership's investmbjeatives.

Other Tax Considerations

A portion of the amounts to be used to fund distidns to stockholders is expected to come fronQperating Partnership through
distributions on stock of Highwoods Services heldie Operating Partnership. Highwoods Servicebneil qualify as a REIT and will pay
Federal, state, and local income taxes on its texabome at normal corporate rates. Any Fedetale sor local income taxes that Highwo
Services is required to pay will reduce the casdilable for distribution by the Company to its $tbolders.

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

State and L ocal Tax

The Company and its stockholders may be subjestiate and local tax in various states and localifiecluding those in which it or they
transact business, own property, or reside. Théré@tment of the Company and the stockholderach gurisdictions may differ from the
Federal income tax treatment described above. Qoesdly, prospective stockholders should conseif thwn tax advisors regarding the
effect of state and local tax laws on an investnrethie Common Stock of the Company.

Proposed L egislation

Under current law, the Company cannot own more fl@# of the outstanding voting securities (othentthose securities includible in the
75% asset test) of any one issuer and qualifyaiation as a REIT. See " -- Requirements for Qigalion -- Asset Tests". For example, the
Operating Partnership owns 100% of the nonvotingksand 1% of the voting stock of Highwoods Sersj@nd by virtue of its ownership of
Common Units, the Company is considered to owpritsrata share of such stock. Neither the Companyhe Operating Partnership,
however, own more than 1% of the voting securibieldighwoods Services and the 10% test is satisfied
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The Company conducts its third-party fee-basedices\(i.e., leasing, property management, reateediavelopment, construction and other
miscellaneous services) through Highwoods Servitles.President's Budget Proposal for Fiscal Ye80X%Budget Proposal”) includes a
provision to restrict these types of activities docted by REITs under current law by expandingotivaership limitation from no more than
10% of the voting securities of an issuer to noartban 10% of the vote or value of all classesefissuer's stock. The Company, therefore,
could not own stock (either directly or indirectiyough the Operating Partnership) possessing thare10% of the vote or value of all
classes of any issuer's stock.

The Budget Proposal would be effective only witbpect to stock directly or indirectly acquired bg iCompany on or after the date of first
committee action. To the extent that the Compastg'sk ownership in Highwoods Services is grandfatthdy virtue of this effective date,
that grandfathered status will terminate if Highwie@ervices engages in a trade or business fbatat engaged in on the date of first
committee action or acquires substantial new assets after that date. Such restriction, if endcteould adversely affect the ability to
expand the business of Highwoods Services.

PLAN OF DISTRIBUTION

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

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

Any underwriting compensation paid by the Companthe Operating Partnership to underwriters or &ggnconnection with the offering of
Securities, and any discounts, concessions or cesioms allowed by underwriters to participatingleiesa are set forth in the applicable
Prospectus Supplement. Underwriters, dealers agta@articipating in the distribution of the Séties may be deemed to be underwriters,
and any discounts and commissions received by #rahany profit realized by them on resale of theugges may be deemed to be
underwriting discounts and commissions, under #gn@u8ties Act. Underwriters, dealers and agents beagntitled, under agreements entered
into with the Company and the Operating Partnergbipndemnification against and contribution tod/aertain civil liabilities, including
liabilities under the Securities Act.

If so indicated in the applicable Prospectus Suppl&, the Company and the Operating Partnershi@utihorize dealers acting as their
agents to solicit offers by certain institutiongtarchase Securities from them at the public affgprice set forth in such Prospectus
Supplement pursuant to Delayed Delivery Contrd@siftracts") providing for payment and deliverytbe date or dates stated in such
Prospectus Supplement. Each Contract will be faranunt not less than, and the aggregate prinaipalint of Securities sold pursuant to
Contracts shall be not less nhor more than, theetise amounts stated in the applicable Prosp&iipplement. Institutions with whom
Contracts, when authorized, may be made includenencial and savings banks, insurance companiesjgrefunds, investment companies,
educational and charitable institutions, and othstitutions but will in all cases be subject te tipproval of the Company and the Operating
Partnership. Contracts will not be subject to amyditions except (i) the purchase by an institutibthe Securities covered by its Contracts
shall not at the time of delivery be prohibited enthe laws of any jurisdiction in the United State which such institution is subject, and (ii)
if the Securities are being sold to underwritene, Company and the Operating Partnership shall daldeto such underwriters the total
principal amount of the Securities less the priatgmount thereof covered by Contracts.
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Certain of the underwriters and their affiliatesyn@ customers of, engage in transactions withpaemfbrm services for the Company and the
Operating Partnership in the ordinary course ofriass.

EXPERTS

The consolidated financial statements and schexfiiighwoods Properties, Inc., incorporated hetsimeference from the Company's
annual report (Form 10-K) for the year ended Deaam3i, 1997 (as amended on Form 10-K/A filed onil&#%, 1998), and of
Highwoods/Forsyth Limited Partnership, incorporatedein by reference from the Operating Partneishipnual report (Form 10-K) for the
year ended December 31, 1997 (as amended on F-K/A filed on April 29, 1998), the statements ofeaues and certain expenses of
Shelton Properties, Riparius Properties and Win@&de for the year ended December 31, 1996 irmated herein by reference from the
Company's current report on Form 8-K dated Novemi@ed 997, and the financial statements with resfge8nderson Properties, Inc. and
the financial statements with respect to Centumgt€eGroup incorporated herein by reference froenGompany's current report on Form 8-
K dated January 9, 1997 (as amended on Forms gilkethon February 7, 1997, March 10, 1997 and Ap8il 1998), have been audited by
Ernst & Young LLP, independent auditors, as sehfor their reports thereon included therein armbiporated herein by reference. Such
financial statements are incorporated herein bgregfce in reliance upon such reports given upoadiigority of such firm as experts in
accounting and auditing.

The combined statement of revenue and certain tipgraxpenses of the Associated Capital Propefiietolio for the year ended December
31, 1996, and the combined statement of revenueentain operating expenses of the 1997 Pendingi8itipns for the year ended
December 31, 1996, incorporated by reference hé&mim the Company's current reports on Form 8-kedaugust 27, 1997 (as amended on
Form 8-K/A filed September 23, 1997) and dated ©etd, 1997, and the Operating Partnership's curegort on Form 8-K dated October
1, 1997, have been so incorporated in reliance tippneports of Coopers & Lybrand L.L.P., indeperidecountants, given on the authority
of said firm as experts in accounting and auditing.

LEGAL MATTERS

The validity of the Securities offered hereby isnlsgpassed upon for the Company and the Operaanmérship by Alston & Bird LLP,
Raleigh, North Carolina. In addition, the descoptbf Federal income tax consequences containgiisifProspectus entitled "Federal Income
Tax Considerations" is based upon the opinion sfdXl & Bird LLP.
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PART Il. SUPPLEMENTAL INFORMATION

Item 14. Other Expenses of I ssuance and Distribution.

SEC Registration Fee ..........ccceeeeenns $ 378,789
Legal fees and expenses ...........cccceveeees 300,000
Printing fees .....ccccccceveviiiiiiiiiinnns 150,000
Accounting fees and expenses ................. 150,000
New York Stock Exchange listing fees ......... 100,000
Trustee expenses and fees 32,500
Fees of rating agencies ......... 150,000
Miscellaneous ..........ccccceeeivieeeennns 28,711
Total oeeveeeceeee e $ 1,300,000

Item 15. Indemnification of Directors and Officers.

The Company's officers and directors are and wilifdlemnified against certain liabilities in accande with the MGCL, the Articles of
Incorporation and bylaws of the Company and ther&tpey Partnership Agreement. The Articles of Ipaoation require the Company to
indemnify its directors and officers to the fullestent permitted from time to time by the MGCL.€eTMGCL permits a corporation to
indemnify its directors and officers, among othagginst judgments, penalties, fines, settlemems@asonable expenses actually incurre
them in connection with any proceeding to whichytheay be made a party by reasons of their semitiease or other capacities unless it is
established that the act or omission of the direztmfficer was material to the matter giving rieehe proceeding and was committed in bad
faith or was the result of active and deliberaghdnesty, or the director or officer actually reeei an improper personal benefit in money,
property or services, or in the case of any criinimaceeding, the director or officer had reasoeaaluse to believe that the act or omission
was unlawful.

The Operating Partnership Agreement also providemtlemnification of the Company and its officaral directors to the same extent
indemnification is provided to officers and direst@f the Company in its Articles of Incorporatiand limits the liability of the Company al
its officers and directors to the Operating Paghgr and its partners to the same extent liabdlftgfficers and directors of the Company to
Company and its stockholders is limited under tbenBany's Articles of Incorporation.

Insofar as indemnification for liabilities arisinmpder the Securities Act may be permitted to dines;tofficers or persons controlling the
Company pursuant to the foregoing provisions, thenfany has been informed that in the opinion ofSkeurities and Exchange
Commission such indemnification is against pubbtiqy as expressed in the Securities Act and isefoee unenforceable.

Item 16. Exhibits

Exhibit No. Description

1.1(1) Form of Underwriting Agreement for Debt Securities

1.2 (1) Form of Underwriting Agreement for Common Stock, Preferred Stock and Depositary
Shares

2.1(2) Master Agreement of Merger and Acqu isition by and among the Company, the Operating
Partnership, Eakin & Smith, Inc. an d the partnerships and limited liability companies
listed therein dated April 1, 1996

2.2 (3)  Stock Purchase Agreement among AP C RTI Holdings, L.P., AEW Partners, L.P., Thomas
J. Crocker, Barbara F. Crocker, Ric hard S. Ackerman and Robert E. Onisko and the
Company and Cedar Acquisition Corpo ration, dated April 29, 1996

2.3(3) Agreement and Plan of Merger by and among the Company, Crocker Realty Trust, Inc.
and Cedar Acquisition Corporation, dated as of April 29, 1996

2.4 (4) Contribution and Exchange Agreement by and among Century Center group, the
Operating Partnership and the Compa ny, dated December 31, 1996

2.5(4) Master Agreement of Merger and Acqu isition by and among the Company, the Operating
Partnership, Anderson Properties, | nc., Gene Anderson, and the partnerships and limite d
liability companies listed therein, dated January 31, 1997
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Exhibit No.

2.6 (5) Amended and Master Agreement of M
among Highwoods Realty Limited Pa

Description

erger and Acquisition dated January 9, 1995 by and

rtnership, Forsyth Partners Holdings, Inc., Forsyth

Partners Brokerage, Inc., John L. Turner, William T. Wilson Ill, John E. Reece Il, H . Jack
Leister and the partnerships and corporations listed therein
2.7 (6) Master Agreement of Merger and Ac quisition by and among the Company, the Operating
Partnership, Associated Capital P roperties, Inc. and its shareholders dated August 2 7,
1997
2.8 (7) Agreement and Plan of Merger by a nd among the Company, Jackson Acquisition Corp.
and J.C. Nichols Company dated De cember 22, 1997.
4.1 (8) Amended and Restated Atrticles of Incorporation of the Company
4.2 (9) Indenture dated as of December 1, 1996 among the Company, the Operating Partnership
and First Union National Bank, as trustee
4.3 (10) Rights Agreement, dated as of Oct ober 6, 1997, between the Company and First Union
National Bank
4.4 (7) Purchase Agreement between the Co mpany, UBS Limited and Union Bank of
Switzerland, London Branch, dated as of August 28, 1997
4.5 (7) Forward Stock Purchase Agreement between the Company and Union Bank of
Switzerland, London Branch, dated as of August 28, 1997
4.6 (7) Agreement to furnish certain inst ruments defining the rights of long-term debt holde rs
4.7 (11) Deposit Agreement dated April 23, 1998 between the Registrant and First Union Nation al
Bank, as preferred share deposita ry
4.8 (11) Form of Depositary Receipt eviden cing the Series D Depositary Shares
4.9 (12) Form of certificate representing Series A Preferred Shares
4.10(13) Form of certificate representing Series B Preferred Shares
4.11(11) Form of certificate representing Series D Preferred Shares
4.12(14) Form of certificate representing shares of Common Stock
5 Opinion of Alston & Bird LLP re | egality
8 Opinion of Alston & Bird LLP re t ax matters
12.1 Statement of computation of ratio of earnings to fixed charges and ratio of earnings to
combined fixed charges and prefer red stock dividends of the Company
12.2 Statement of computation of ratio of earnings to fixed charges and ratio of earnings to
combined fixed charges and prefer red unit dividends of the Operating Partnership
23.1 Consent of Alston & Bird LLP (inc luded as part of Exhibits 5 and 8)
23.2 Consent of Ernst & Young LLP
23.3 Consent of Coopers & Lybrand LLP
24 Power of Attorney (included on pa ge II-5)
25 Statement of Eligibility of Trust ee on Form T-1

(1) Previously filed. See Registration Statemens.N&33-3890 and 333-3890-01.

(2) Filed as part of the Company's Current Reporfform 8-K dated April 1, 1996 and incorporatedeheby reference.

(3) Filed as part of the Company's Current Repoifform 8-K dated April 29, 1996 and incorporatecehreby reference.

(4) Filed as part of the Company's Current Reporftorm 8-K dated January 9, 1997 and incorporagedim by reference.

(5) Filed as part of Registration Statement No88364 with the Securities and Exchange Commissaighirgcorporated herein by reference.
(6) Filed as part of the Company's Current Repoifform 8-K dated August 27, 1997 and incorporataein by reference.

(7) Filed as part of the Company's Annual ReporForm 10-K for the year ended December 31, 1997meatporated herein by reference.
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(8) Filed as part of the Company's Current Reporftorm 8-K dated September 25, 1997 and amendedtioles supplementary filed as part
of the Company's Current Report on Forr 8ated October 4, 1997 and articles supplemetiifed/as part of the Company's Current Re|
on Form 8-K dated April 20, 1998, each of whiclmisorporated herein by reference.

(9) Filed as part of the Operating Partnership'sé€u Report on Form 8-K dated December 2, 1996iacatporated herein by reference.
(10) Filed as part of the Company's Current Repoiform 8-K dated October 4, 1997 and incorporhtzdin by reference.

(11) Filed as part of the Company's Current Repoifform 8-K dated April 20, 1998 and incorporatedsin by reference.

(12) Filed as part of the Company's Current Repoifform 8-K dated February 12, 1997 and incorpdrhgzein by reference.

(13) Filed as part of the Company's Current Repoifform 8-K dated September 25, 1997 and incorpdriaérein by reference.

(14) Filed as part of Registration Statement Ne78852 with the Securities and Exchange Commisai@hincorporated herein by reference.
Item 17. Undertakings

(a) Each of the undersigned registrants hereby rtas:

(1) To file, during any period in which offers alaes are being made, a post-effective amendmehistoegistration statement;

() To include any prospectus required by Sectioa)(3) of the Securities Act;

(i) To reflect in the prospectus any facts or dsarising after the effective date of the regtstrastatement (or the most recent post-effective
amendment thereof) which, individually or in thegeggate, represent a fundamental change in themiation set forth in the registration
statement. Notwithstanding the foregoing, any iaseeor decrease in volume of securities offeretthéitotal dollar value of securities offered
would not exceed that which was registered) andd@wation from the low or high end of the estintateaximum offering range may be
reflected in the form of prospectus filed with tiemmission pursuant to Rule 424(b) if, in the aggte, the changes in volume and price
represent no more than a 20% change in the maxiaggregate offering price set forth in the "Caldolabf Registration Fee" table in the
effective registration statement; and

(iii) To include any material information with resgt to the plan of distribution not previously désed in the registration statement or any
material change to such information in the regigtrastatement;

Provided, however, that the undertakings set forfbaragraphs 1(i) and 1(ii) do not apply if théommation required to be included in a post-
effective amendment by those paragraphs is comtaimperiodic reports filed with or furnished tet@ommission by the registrant pursuant
to Section 13 or Section 15(d) of the SecuritiesHaxge Act of 1934 that are incorporated by refazén this registration statement.

(2) That, for the purposes of determining any ligbunder the Securities Act of 1933, each sucstfdfective amendment shall be deeme
be a new registration statement relating to thersies offered therein, and the offering of suebgities at that time shall be deemed to be
the initial bona fide offering thereof.

(3) To remove from registration by means of a mffgetive amendment any of the securities beingsteged which remain unsold at the
termination of the offering.

(b) Each of the undersigned registrants herebhénmindertakes that, for purposes of determiningliability under the Securities Act of
1933, each filing of such registrant's annual reparsuant to Section 13(a) or

Section 15(d) of the Securities Exchange Act of4l@hd, where applicable, each filing of an empéolgenefit plan's annual report pursuant
to Section 15(d) of the Securities Exchange Act384) that is incorporated
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by reference in the registration statement shatldemed to be a new registration statement relatitige securities offered therein, and the
offering of such securities at that time shall kemed to be the initial bona fide offering thereof.

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

(d) Each of the undersigned registrants herebhéuntindertakes that:

(1) For purposes of determining any liability untiee Securities Act of 1933, the information ondtfeom the form of prospectus filed as
of this registration statement in reliance uponeRIBOA and contained in a form of prospectus filgdhe registrant pursuant to Rule 424(b)
(1) or (4) or 497(h) under the Securities Act sballdeemed to be part of this registration statémeof the time it was declared effective.

(2) For the purpose of determining any liabilityden the Securities Act of 1933, each post-effecimendment that contains a form of
prospectus shall be deemed to be a new registrstid@ment relating to the securities offered thesnd the offering of such securities at-
time shall be deemed to be the initial bona fideraig thereof.
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&B33, each registrant certifies that it has@eable grounds to believe that it meets all of
the requirements for filing on Form S-3 and haydalused this registration statement to be sigmeitsdehalf by the undersigned, thereunto
duly authorized, in the City of Raleigh, State afrth Carolina, on May 1, 1998.

HIGHWOODS PROPERTIES, INC.

By:/s/ RONALD P. G BSON

Ronal d P. G bson
Presi dent

Highwoods/For syth Limited Partner ship

By: Highwoods Properties, Inc. in its capacity
as General Partner

By:/s/ RONALD P. G BSON

Ronal d P. G bson
Presi dent

KNOW ALL MEN BY THESE PRESENTS, that we, the undgred officers and directors of Highwoods Propsrtlac., hereby severally
constitute Ronald P. Gibson and Carman J. Liuzzbeath of them singly, our true and lawful attoshesth full power to them, and each of
them singly, to sign for us and in our names indlgacities indicated below, the registration statet filed herewith and any and all
amendments to said registration statement, inatudity registration statement registering additiceaurities pursuant to Rule 462(b) of the
Securities Act of 1933, as amended, and gene@tiptall such things in our names and our capacdiieofficers and directors to enable
Highwoods Properties, Inc. and Highwoods/Forsythited Partnership to comply with the provisionghe Securities Act of 1933, and all
requirements of the Securities and Exchange Cononissereby ratifying and confirming our signatasethey may be signed by our said
attorneys, or any of them, to said Registrationedt@nt and any and all amendments thereto.

Pursuant to the requirements of the SecuritiesoAtB33, this Registration Statement has been diggehe following persons in the
capacities and on the date indicated;

Signature Capacity Date

/sl O. TEMPLE SLOAN, JR. Chairman of the Board of Directors May 1, 1998

O. Temple Sloan, Jr.

/sl RONALD P. GIBSON President, Chief Executive Officerand May 1, 1998
Ronald P. Gibson Director

/s/ JOHN L. TURNER Vice Chairm an of the Board and Chief May 1, 1998
John L. Turner Investment Officer

/sl GENE H. ANDERSON Senior Vice President and Director May 1, 1998

Gene H. Anderson

/sl JOHN W. EAKIN Senior Vice President and Director May 1, 1998
John W. Eakin
/s/ THOMAS W. ADLER Director May 1, 1998

Thomas W. Adler
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Signature Capacity Date

Director
William E. Graham, Jr.
/sl L. GLENN ORR, JR. Director May 1, 1998
L. Glenn Orr, Jr.
/sl WILLARD H. SMITH, JR. Director May 1, 1998
Willard H. Smith Jr.

Director
Stephen Timko

Director
William T. Wilson Ill
/sl CARMAN J. LIUZZO Vice Presid ent and Chief Financial May 1, 1998
Carman J. Liuzzo Officer (Pr incipal Financial Officer

and Princip al Accounting Officer)

and Treasur er
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Exhibit 5

ALSTON & BIRD LLP
3605 Glenwood Avenue, Suite 310
Raleigh, North Carolina 27612

919-420-2200
Fax: 919-881-3175

May 1, 1998

Highwoods Properties, Inc.
Highwoods/Forsyth Limited Partnership
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604

Re: $1,250,000 Aggregate Offering Price of Seasitf Highwoods Properties, Inc. and HighwoodsAgbrkimited Partnership
Ladies and Gentlemen:

We are acting as counsel for Highwoods Propeiftiies, a Maryland corporation (the "Company"), andhivoods/Forsyth Limited
Partnership, a North Carolina limited partnerstiig ('Operating Partnership"), in connection with #helf registration by the Company and
the Operating Partnership of $1,250,000,000 in marm aggregate offering price of (i) shares of tlenpany's common stock, par value
$.01 per share (the "Common Stock"), (ii) sharefsamtional shares of the Company's preferred s{tRteferred Stock"), (iii) shares of the
Company's Preferred Stock represented by depositemes ("Depositary Shares”), and (iv) debt sgéesrof the Operating Partnership ("D
Securities"). The Common Stock, Preferred Stoclpd3gary Shares and Debt Securities are the subjectegistration statement (the
"Registration Statement") filed by the Company #r&lOperating Partnership on Form S-3 under theries Act of 1933, as amended (the
"Act").

In our capacity as your counsel in connection withh registration, we are familiar with the prodegd taken and proposed to be taken b
Company in connection with the authorization arstidce of the Common Stock, Preferred Stock and$Xapy Shares, and by the
Operating Partnership in connection with the augadion and issuance of the Debt Securities, anthfo purposes of this opinion, have
assumed such proceedings will be timely complaigtié manner presently proposed. In addition, we maade such legal and factual
examinations and inquiries, including an examimabéoriginals or copies certified or otherwiseritifted to our satisfaction of such
documents, corporate records and instruments, dsmwedeemed necessary or appropriate for purpdskis opinion.

Based upon and subject to the foregoing, it isoimion that:

(1) The Company has authority pursuant to its Aetiof Incorporation to issue the shares of Comtoick to be registered under the
Registration Statement and (a) upon the adoptiaimé@yBoard of Directors of a resolution in form aywhtent required by applicable law, (b)
upon compliance with the applicable provisionshef Act and such state "blue sky" or securities lag/say be applicable and (c) upon
issuance and delivery of and payment for such shiardhe manner contemplated by the Registratiate8tent and/or the applicable
prospectus supplement, such shares of Common &ttidde legally issued, fully paid and nonassessabl

(2) The Company has authority pursuant to its Aeiof Incorporation to issue the shares of PrefeBtock to be registered under the
Registration Statement and (a) upon the adoptiaiméyBoard of Directors of a resolution in form aywhtent required by applicable law, (b)
upon compliance with the applicable provisionshe&f Act and such state "blue sky" or securities lagssay be applicable, (c) upon the
adoption by the Company's Board of Directors arddibe execution and filing by the Company withMeryland State Department of
Assessments and Taxation the Articles Supplemeettablishing the preferences, limitations andiradavoting and other rights of each
series of Preferred Stock prior to issuance theaadf(d) upon issuance a



delivery of and payment for such shares in the reanaontemplated by the Registration Statement anldéoapplicable prospectus
supplement, such shares of Preferred Stock wikgally issued, fully paid and nonassessable.

(3) The Company has authority pursuant to its Agsof Incorporation to issue Depositary Shargsetoegistered under the Registration
Statement and when (a) a deposit agreement suibfiiaas described in the Registration Statemenstldeen duly executed and delivered by
the Company and a depositary,

(b) the depositary receipts representing the DégugsShares in the form contemplated and authotigeslich deposit agreement have been
duly executed and delivered by such depositarydatidered to and paid for by the purchasers theretife manner contemplated by the
Registration Statement and/or the applicable prisgesupplement and (c) all corporate action necgder the issuance of such Depositary
Shares and the underlying Preferred Stock hastagen (including but not limited to action estabirgy the preferences, limitations and
relative voting and other rights of such Prefer®&adck prior to issuance thereof), such Depositdigr&s will be legally issued and will entitle
the holders thereof to the rights specified indbposit agreement relating to such Depositary Share

(4) The Operating Partnership has authority toegbe Debt Securities to be registered under thlgisRation Statement and when (a) the
applicable provisions of the Act and such stateéldky" or securities laws as may be applicable teaen complied with and (b) the Debt
Securities have been issued and delivered for \adumntemplated in the Registration Statemenh Babt Securities will be legally issued
and will be binding obligations of the OperatingtRarship and the Company, respectively.

To the extent that the obligations of the Compamgeun the deposit agreement or the obligationse@fXbmpany as guarantor and the
Operating Partnership as obligor under an indermayg be dependent upon such matters, we have ad$amaurposes of this opinion (i) tt
the applicable depositary or trustee, as the caselm, is duly organized, validly existing and ood standing under the laws of its
jurisdiction of organization and is duly qualifitmlengage in the activities contemplated by thdiegigie deposit agreement or indenture

the case may be, (ii) that such deposit agreemrd@ntlenture, as the case may be, has been dulgrizet, executed and delivered by and
constitutes the legal, valid and binding obligatidrsuch depositary or trustee, as the case magrierceable in accordance with its
respective terms, (i) that such depositary ostee, as the case may be, is in compliance, génaral with respect to acting as a depositary
or trustee, respectively, under the applicable ditpgreement or indenture, with all applicabledamd regulations and (iv) that such
depositary or trustee has the requisite organizatiand legal power and authority to perform itBgattions under the applicable deposit
agreement or indenture, as the case may be.

The opinions set forth above are subject to thewiahg exceptions, limitations and qualificatiorig:the effect of bankruptcy, insolvency,
reorganization, fraudulent conveyance, moratoriuratber similar laws now or hereafter in effectteig to or affecting the rights and
remedies of creditors; (ii) the effect of genenahgiples of equity, whether enforcement is consédan a proceeding in equity or law, in the
discretion of the court before which any proceedheyefor may be brought; (iii) the unenforceabpilinder certain circumstances under law
or court decisions of provisions providing for thdemnification of or contribution to a party witbspect to a liability where such
indemnification or contribution is contrary to pighpolicy; (iv) we express no opinion concerning #mforceability of the waiver of rights or
defenses contained in Section 514 of the Indenture;(v) we express no opinion with respect to Wwheacceleration of Debt Securities may
affect the collectibility of any portion of the g principal amount thereof which might be detesexito constitute unearned interest thereon.

We consent to your filing this opinion as an exhibithe Registration Statement and to the referéaour firm under the caption "Legal
Matters" in the prospectus included therein.

Very truly yours,

ALSTON & BIRDLLP

By:
Robert H. Bergdolt, Partn



Exhibit 8
ALSTON & BIRD LLP

One Atlantic Center
1201 West Peachtree Stre et
Atlanta, Georgia 30309-34 24

404-881-7000
Fax: 404-881-4777
www.alston.com
Pinney L. Allen Direct Dial: 404- 881-7485

May 1, 1998

Highwoods Properties, Inc.
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604

Re: $1,250,000,000 Aggregate Offering Price of 8@&ea of Highwoods Properties, Inc.
and Highwoods/Forsyth Limited Partnership

Ladies and Gentlemen:

In connection with the registration statement om#8-3, File No. 333-, as in the form filed on Mhy1998, relating to the registration of
$1,250,000,000 aggregate principal amount of seesiwffered by Highwoods Properties, Inc. (therf@any") and Highwoods/Forsyth
Limited Partnership (the "Registration Statementt)) have requested our opinion concerning cedbihe federal income tax consequences
to Highwoods Properties, Inc. (the "Company") efdtection to be taxed as a real estate investimesit("REIT") under Sections 856 through
860 of the Internal Revenue Code of 1986, as ante(ite "Code").

This opinion is based solely on various assumptémtsfacts as set forth in the Registration Statgraed is conditioned upon certain
representations made by the Company as factuatredtirough certificates of officers of the Compéimg "Officers' Certificates") attached
hereto and made a part hereof. We have made npendent inquiry as to the factual matters set fbettein. In addition, we have examined
no documents other than the Registration Statefoepurposes of this opinion and, therefore, ounigm is limited to matters determined
through an examination of such document and thedhmatters set forth in the Officers' Certificate

In rendering the opinions set forth herein, we hassumed the authenticity of all documents subchitiaus as originals, the genuineness of
all signatures thereon, the legal capacity of rmdtoersons executing such documents and the coitjoiorauthentic original documents of all
documents submitted to us as copies.

We are opining herein as to the effect on the silbjansaction only of the federal income tax lafithe United States and we express no
opinion with respect to the applicability thereto the effect thereon, of other federal laws, twed of any other jurisdiction, the laws of any
state or as to any matters of municipal law oraes of any other local agencies within any state.

Based solely on the facts in the Registration 8tate and the Officers' Certificates, we are ofdpmion that the Company has been
organized and has operated in conformity with #uiirements for qualification and taxation as aR&ider the Code for its taxable years
ended December 31, 1994 through 1997, and tha&dhgpany is in a position to continue its qualifioatand taxation as a REIT within the
definition of Section 856(a) of the Code for theahle year that will end December 31, 1998. Wipest to 1998, we note that the
Company's status as a REIT at any time during gaahis dependent, among other things, upon thep@oynmeeting the requirements of
Sections 856 through 860 of the Code throughouy#ae and for the year as a whole. Accordingly albbse the Company's satisfaction of ¢
requirements will depend upon future events, indlgdhe precise terms and conditions of proposausactions, the final determination of
operational results, and the effect of certain gions contained in the President's Budget Prodosdhe Fiscal Year 1999 on tl



Company's REIT status, it is not possible to asthatthe Company will satisfy the requirementbeca REIT during the taxable year that
will end December 31, 1998.

In addition, we have participated in the preparatibthe material under the heading "Federal Inc@iape Considerations” of the Registration
Statement and we are of the opinion that the féderame tax treatment described therein is aceuraall material respects.

This opinion is based on various statutory provisjaegulations promulgated thereunder and intepoas thereof by the Internal Revenue
Service and the courts having jurisdiction overhsmmatters, all of which are subject to change eitinespectively or retroactively. Also, any
variation or difference in the facts from thosefseth in the Registration Statement or the Offic&ertificates may affect the opinions stated
herein.

This opinion is furnished only to you, is solely f@ur use in connection with the Registration &tant, and is limited to the specific matters
covered hereby and should not be interpreted tdyithat the undersigned has offered its opinioraoy other matter. This opinion may be
relied upon only by the party to whom it is addezsand may not be quoted, circulated, or usedrfpother purpose without our prior writt
consent. We, however, hereby consent to the fdintdpis opinion as an exhibit to the Registratiagat&ment and to the use of our name under
the caption "Legal Matters" in the RegistrationtStaent.

Very truly yours,

By:
Pinney L. Allen



Exhibit 12.1

HIGHWOODS PROPERTIES, INC.

RATIO OF EARNINGSTO FIXED CHARGES AND RATIO OF EARNINGS
TO COMBINED FIXED CHARGES AND PREFERRED STOCK DIVIDENDS

1997 1996 1995 1994 1993
Earnings (1)
Income (loss) from continuing operations .......... . ... $ 92,584 $48,242 $28,934 $ 8,159 $ (155)
LY=o 45,138 24,699 12,101 4,955 5,185
Amortization of loan costs ...........ccceeeeeeeee. L 2,256 1,911 1,619 738 -
Total @arnings ..cccvvvvvevinieiciieeeee $139,978 $74852 $42654 $ 13,852  $5,030
Fixed charges and preferred stock dividends
LY=o $ 45138 $24,699 $12,101 $ 4,955 $5,185
Interest capitalized ......cccccoovcveevceeeeeeee L 7,238 2,935 507 17 16
Amortization of loan costs expensed ........c...... . ... 2,256 1,911 1,619 738 -
Amortization of loan costs capitalized ............ ... - - - -- -
Total fixed charges .....cccooeevevvvvvceeveeees L $ 54,632 $29,545 $14,227 $ 5,710 $5,201
Preferred stock dividends ........ccccccvvevveeeeee L 13,117 - - - -
Ratio of earnings to fixed charges ................ .~ .. 2.56 2.53 3.00 2.43 0.97
Ratio of earnings to combined fixed charges and pre ferred
stock dividends .......ccccoevcvviiviciiiiee L 2.07 2.53 3.00 2.43 0.97

(1) The calculation does not include amortizatibpreviously capitalized interes



Exhibit 12.2

HIGHWOODSFORSYTH LIMITED PARTNERSHIP

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

1997 1996 1995

Earnings (1)
Income (loss) from continuing operations ......... $ 91,552 $ 46,674 $ 28,934 $
INTEIeSt ..o 45,138 23,360 12,101
Amortization of loan costs . 2,256 1,870 1,619
Total earnings ......ccceeevvevvereesieainenns $ 138,946 $ 71,904 $ 42,654 $
Fixed charges and preferred unit dividends
INTEIeSt ..o $ 45,138 $ 23,360 $12,101 $
Interest capitalized ...........cocveeivneenns 7,238 2,935 507
Amortization of loan costs expensed .............. 2,256 1,870 1,619
Amortization of loan costs capitalized ........... - - -
Total fixed charges ........cccceeveeveeeennnne. $ 54,632 $ 28,165 $ 14,227 $
Preferred unit dividends ............... 13,117 - -
Ratio of earnings to fixed charges 2.54 2.55 3.00
Ratio of earnings to combined fixed charges and

preferred unit dividends .............c.cue.. 2.05 2.55 3.00

(1) The calculation does not include amortizatibpreviously capitalized interes

13,852
4,955
17
738
5,710
2.43

2.43

$ (155)
5,185

$5,030
$5,185
16

$5,201
0.97

0.97



Exhibit 23.2
CONSENT OF INDEPENDENT AUDITORS

We consent to the reference to our firm under #pion "Experts” in the Registration Statement gF&-3, No. 333- and No. 333-) and
related Prospectus of Highwoods Properties, Imcthfe registration of up to $830,000,000 of comratatk, preferred stock and depositary
shares and Highwoods/Forsyth Limited Partnershiphfe registration of up to $420,000,000 of delousies. We also consent to the
incorporation by reference therein of our repaafsdated February 20, 1998, with respect to thenfiral statements and schedule of
Highwoods Properties, Inc. included in its AnnuapRrt (Form 10-K) for the year ended December 9971(as amended on Form 10-K/A
dated April 29, 1998), (b) dated February 20, 19G8&) respect to the financial statements and sdeeaf Highwoods/Forsyth Limited
Partnership included in its Annual Report (FormK)(for the year ended December 31, 1997 (as amemwalétrm 10-K/A dated April 29,
1998), (c) dated January 24, 1997 and January9®, with respect to the Combined Statements of Rea®and Certain Expenses of
Century Center and Anderson Properties, respegtiiredluded in Highwoods Properties, Inc.'s andhidigods/Forsyth Limited Partnership's
Current Reports on Form 8-K dated January 9, 189 aended on Form 8-K/A on February 7, 1997, Ma6;H.997 and April 28, 1998)
and February 12, 1997 and (d) dated January 1@ W&8 respect to the Combined Statements of Rea®and Certain Expenses of Shelton
Properties and Riparius Properties and the Stateofé&evenues and Certain Expenses of WinnerseCioelthe year ended December 31,
1996 included in the Current Reports on Form 8-Kigthwoods Properties, Inc. and Highwoods/Forsyithited Partnership dated
November 17, 1997, all filed with the Securitiesl @xchange Commissio

ERNST & YOUNG LLP

/'SI' ERNST & YOUNG LLP

Ral ei gh, North Carolina
April 29, 1998



Exhibit 23.3
CONSENT OF INDEPENDENT ACCOUNTANTS

We consent to the incorporation by reference is Registration Statement on Form S-3 (File No. 338-our reports dated September 12,
1997, of our audits of the combined statement wémeaes and certain operating expenses of the AstedoCapital Properties Portfolio for the
year ended December 31, 1996, and the combinesivstat of revenues and certain operating expenges d097 Pending Acquisitions {
the year ended December 31, 1996, which reportmeleded in the Forms 8-K of Highwoods Properties, dated August 27, 1997 (as
amended on September 23, 1997) and October 1,dr89the Form 8-K of Highwoods/ Forsyth Limited Rarship dated October 1, 1997.
We also consent to the reference to our firm utigeicaption "Experts."

COOPERS & LYBRAND L.L.P.

/'s/ COOPERS & LYBRAND L.L.P

Menphi s, Tennessee
April 29, 1998



Exhibit 25

SECURITIESAND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM T-1

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

First Union National Bank
(Exact name of Trustee as specified in its charter)

United States National Bank 56-090003 0
(State of incorporation if (I.LR.S. empl oyer
not a national bank) identification no.)
First Union National Bank 28288-1179
(Zip Code)

230 South Tryon Street, 9th Floor
Charlotte, North Carolina
(Address of principal
executive offices)

Same as above (Name, address and telephone nuntbedjng area code, of Trustee's agent for seyvice

Highwoods/For syth Limited Partnership
(Exact name of obliger as specified in its charter)

North Carolina
(State or other jurisdiction of incorporation oganization)

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

3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604
(919) 872-4924
(Address, including zip code, of principal execatffices)

Debt Securities
(Title of the indenture securities)




1. General information.

(a) The following are the names and addressesabf @@amining or supervising authority to which Trrastee is subject:

Federal Reserve Bank of Richmond, VA Richmond, VA
Comptroller of the Currency Washingto n, D.C.
Securities and Exchange Commission

Division of Market Regulation Washingto n, D.C.
Federal Deposit Insurance Corporation  Washingto n, D.C.

(b) The Trustee is authorized to exercise corpdragt powers.
2. Neither the obligor nor any underwriter for titdigor is an affiliate of the Trustee. (See NotenlPage 4.)

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

16. List of Exhibits.

1. Articles of Association of First Union Natioraénk as now in effect, which contain the authorityommence business and a grant of
powers to exercise corporate trust powers, is filétl the Form T-1 for Financial Security Assuramt@dings LTD included in Registration
Statement No. 333-34181.

2. Certificate of Authority of the Trustee to conmge business, if not contained in the Articles ebéciation, is filed with the Form T-1 for
Financial Security Assurance Holdings LTD includiedRegistration Statement No. 333-34181.

3. Authorization of the Trustee to exercise corpmteust powers, if such authorization is not cordd in the documents specified in exhibits
(1) or (2) above, is filed with the Form T-1 fomBincial Security Assurance Holdings LTD includedRgistration Statement No. 333-34181.

4. Bylaws of the Trustee as now in effect, or imstents corresponding thereto, are filed with then0-1 for Financial Security Assurance
Holdings LTD included in Registration Statement 883-34181.

5. Inapplicable.
6. Consent of the Trustee required by Section 32if(the Trust Indenture Act of 1939 is includedPae 4 of this Form T-1 Statement.

7. Report of condition of the Trustee publishedspiant to law or to the requirements of its sup@mgisr examining authority is attached
hereto.

8. Inapplicable.
9. Inapplicable.
NOTE

1. Inasmuch as this Form T-1 is filed prior to #seertainment by the Trustee of all facts on whichase a responsive answer to Item 2, the
answer to said Item is based on incomplete infdonattem 2 may, however, be considered correatasmbmended by an amendment to this
Form T-1.



SIGNATURE

Pursuant to the requirements of the Trust Indenfuteof 1939, as amended, the trustee, First UNational Bank, a national association
organized and existing under the laws of the UnBdes of America, has duly caused this stateofegiigibility and qualification to be
signed on its behalf by the undersigned, theredultyp authorized, all in the City of Charlotte, afithte of North Carolina, on the 30th day of

April, 1998.
FIRST UNION NATIONAL BANK (Trustee)

By: /s/ SHAWN K. BEDNASEK

Name: Shawn K. Bednasek
Title: Vice President

3



CONSENT OF TRUSTEE

Under section 321(b) of the Trust Indenture Ac1889, as amended, and in connection with the pexpissuance by Highwoods/Forsyth
Limited Partnership of its Debt Securities, Firstith National Bank as the trustee herein namedatyeconsents that reports of examinations
of said Trustee by Federal, State, Territorial @tiict authorities may be furnished by such auttes to the Securities and Exchange
Commission upon requests therefor.

FIRST UNION NATIONAL BANK

By: /s/ SHAWN K. BEDNASEK

Name: Shawn K. Bednasek
Title: Vice President

Dated: April 30, 1998



Consolidated Report of Condition for Insured Comeia@rand State-Chartered Savings Banks for Dece®bet997

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

the quarter.

Schedule RC -- Balance Sheet

ASSETS

1. Cash and balances due from depository instituti
a. Noninterest-bearing balances and currency a
b. Interest-bearing balances (2) .............

2. Securities:

a. Held-to-maturity securities (from Schedule R
b. Available-for-sale securities (from Schedule
3. Federal funds sold and securities purchased und

4. Loans and lease financing receivables
a. Loans and leases, net of unearned income (fr
Schedule RC-C) ......cooocviieiiiiiieeene
b. LESS: Allowance for loan and lease losses ..
c. LESS: Allocated transfer risk reserve ......
d. Loans and leases, net of unearned income,
allowance, and reserve (item 4.a minus 4.b and
5. Trading assets (from Schedule RC-D) ...........
6. Premises and fixed assets (including capitalize

7. Other real estate owned (from Schedule RC-M) ..

8. Investments in unconsolidated subsidiaries and
RC-M) i

9. Customers' liability to this bank on acceptance

10. Intangible assets (from Schedule RC-M) ........

11. Other assets (from Schedule RC-F) .............

12. Total assets (sum of items 1 through 11) ......

ASSETS

1. Cash and balances due from depository instituti
a. Noninterest-bearing balances and currency a
b. Interest-bearing balances (2) .............

2. Securities:

a. Held-to-maturity securities (from Schedule R
b. Available-for-sale securities (from Schedule
3. Federal funds sold and securities purchased und

4. Loans and lease financing receivables
a. Loans and leases, net of unearned income (fr
Schedule RC-C) ....ccccvvvviviviiiieeeenn.
b. LESS: Allowance for loan and lease losses ..
c. LESS: Allocated transfer risk reserve ......
d. Loans and leases, net of unearned income,
allowance, and reserve (item 4.a minus 4.b a
5. Trading assets (from Schedule RC-D) ...........
6. Premises and fixed assets (including capitalize

7. Other real estate owned (from Schedule RC-M) ..

8. Investments in unconsolidated subsidiaries anda
RC-M) i

9. Customers' liability to this bank on acceptance

10. Intangible assets (from Schedule RC-M) ........

11. Other assets (from Schedule RC-F) .............

12. Total assets (sum of items 1 through 11) ......

C400
Dollar Amou
Thousands RCFD
Thou
ons (from Schedule RC-A):
NA COIN (1) weveeiiiiiieeeiiiiee e
C-B, column A) ..

RC-B, column D) ............
er agreements to resell

RCFD 2122 8
..RCFD 3123 1

RCFD 3128

C400

Dollar Amount
Thousands R
Bil Mil Tho
i
ons (from Schedule RC-A): i
nd coin (1) ..coooovviviiiinenns 0081 5,35
................................... 0071 52
i
C-B, column A) ......cceecuveeeenne 1754 1,67
RC-B, column D) .......ccceenn. 1773 16,94
er agreements to resell ......... 1350 2,626,
i

..................................... i
AT
M
M
............................ 2126 82,3
.. 3545 3,322,
....................... 2145 2,167,
2150 70,
ssociated companies (from Schedule
.................................. 2180 181

s outstanding .........ccc..... 2155 761,
.............................. 2143 2,539,
.............. 2160 6,508,
................................. 2170 124,994,

(1) Includes cash items in process of collectioth amposted debits.

(2) Includes time certificates of deposit not higldtrading.

ntin

Bil Mil

in
CFD
u
1/
i
0,509
7,082
I
9,050
8,015
508
I

i
i
1
1

l.a.
1.b.

2.a.

3.

4.a.

4.b.
4.c.

10,541  4.d.

404
626
835

,970
776
719
589
624

5
6.
7

8.
9.
10.
11.
12.



Schedule RC -- Continued

LIABILITIES
13. Deposits:
a. In domestic offices (sum of totals of column
Partl) cveeeeeeiee e
(1) Noninterest-bearing (1) .......c........
(2) Interest-bearing .........ccccoeeernns
b. In foreign offices, Edge and Agreement subsi
Schedule RC-E, part 1) ......ccocvvvennnn
(1) Noninterest-bearing .. .
(2) Interest-bearing ..........ccceeevnns
14. Federal funds purchased and securities sold und
15. a. Demand notes issued to the U.S. Treasury ...

b. Trading liabilities (from Schedule RC-D) ...

16. Other borrowed money (includes mortgage indebte
capitalized leases): ........cccevvveeennenn.

a. With a remaining maturity of one year or les

b. With a remaining maturity of more than one y

c. With a remaining maturity of more than three
17. Not applicable ..........cccceevvvviennnnns
18. Bank's liability on acceptances executed and ou
19. Subordinated notes and debentures (2) .........
20. Other liabilities (from Schedule RC-G) ........

21. Total liabilities (sum of items 13 through 20)
22. Not applicable ..........cccceevvvveeiinnns

EQUITY CAPITAL

23. Perpetual preferred stock and related surplus .
24, CommON SOCK ....cccuververiiieiiiecieeiens

25. Surplus (exclude all surplus related to preferr
26. a. Undivided profits and capital reserves .....

b. Net unrealized holding gains (losses) on ava
27. Cumulative foreign currency translation adjustm
28. Total equity capital (sum of items 23 through 2
29. Total liabilities and equity capital (sum of it

Memorandum

To be reported only with the March Report of Condit

1. Indicate in the box at the right the number of t
the most comprehensive level of auditing work pe
any date during 1996 ............cccceeevnnenn.

LIABILITIES
13. Deposits:
a. In domestic offices (sum of totals of column
PArt 1) coveeeiie e
(1) Noninterest-bearing (1)
(2) Interest-bearing .........ccccceeennnn
b. In foreign offices, Edge and Agreement subsi
Schedule RC-E, part 1) ......c.ocvvernns
(1) Noninterest-bearing ..
(2) Interest-bearing ...........ccceeeenns
14. Federal funds purchased and securities sold und
15. a. Demand notes issued to the U.S. Treasury ...
b. Trading liabilities (from Schedule RC-D) ...
16. Other borrowed money (includes mortgage indebte
capitalized leases): ........ccccovvveeneneen.
a. With a remaining maturity of one year or les
b. With a remaining maturity of more than one y
c. With a remaining maturity of more than three
17. Not applicable .........cccceevviveennenns
18. Bank's liability on acceptances executed and ou
19. Subordinated notes and debentures (2) .........
20. Other liabilities (from Schedule RC-G) ........
21. Total liabilities (sum of items 13 through 20)
22. Not applicable .........cccceevviveennenns
EQUITY CAPITAL
23. Perpetual preferred stock and related surplus .
24. CommonN StOCK .......ceevvevirieiiecneeiene
25. Surplus (exclude all surplus related to preferr
26. a. Undivided profits and capital reserves .....
b. Net unrealized holding gains (losses) on ava
27. Cumulative foreign currency translation adjustm
28. Total equity capital (sum of items 23 through 2
29. Total liabilities and equity capital (sum of it

Memorandum

To be reported only with the March Report of Condit

1. Indicate in the box at the right the number of t
the most comprehensive level of auditing work pe
external auditors as of any date during 1996 ...

Dollar A
Thousands

s A and C from Schedule RC-E,
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ion.
he statement below that best describes
rformed for the bank by independent external audito
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RCON 22
i
M
i
RCFN 22
i
i
er agreements to repurchase ........ RCFD 28
.................................... RCON 28
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.................................... I
S e RCFD 23
ear through three years ............ RCFD A5
years . RCFD A5
.............. M
tstanding .......ccoeeiiiiienins RCFD 29
RCFD 32
RCFD 29
RCFD 29
I
I
RCFD 38
RCFD 32
RCFD 38
RCFD 36
......... RCFD 84
RCFD 32
T) e . RCFD 32
ems 21 and 28) ......cccceeernneen. RCFD 33

ion.

he statement below that best describes
rformed for the bank by independent
..................................... RCFD 6

mount in
Bil Mil Thou

15,696,570
63,464,816

rs as of

tin Thousands Bil Mil
Thou

M

I

i

00 79,161,386

i

1

i

00 11,656,207

i

/

00 13,333,348

40 258,807

48 3,030,911

i

i

32 2,092,679
47 325,781
48 58,347
i

20 761,776
00 2,347,834
30 2,480,990
48 115,508,066
i

i
38 0
30 82,795

39 6,695,493
32 2,498,515
34 209,755
84 0

10 9,486,558
00 124,994,624

724 N/A



LIABILITIES
13. Deposits:
a. In domestic offices (sum of totals of columns

A and C from Schedule RC-E,

PArt 1) weveeieeeiieee e 13.a.
(1) Noninterest-bearing (1) . 13.a.(1)
(2) Interest-bearing .........cccccvvvrnnen. 13.a.(2)

b. In foreign offices, Edge and Agreement subsidi

Schedule RC-E, part ) .....ccccovvveennns
(1) Noninterest-bearing ...
(2) Interest-bearing .........cccccvvvvunen.

14. Federal funds purchased and securities sold und

15. a. Demand notes issued to the U.S. Treasury ...
b. Trading liabilities (from Schedule RC-D) ...

16. Other borrowed money (includes mortgage indebte
capitalized leases): ........ccccvvvereennen.

15.b.

a. With a remaining maturity of one year or les S it 16.a.
b. With a remaining maturity of more than one y ear through three years ............ 16.b
c. With a remaining maturity of more than three YEAIS .ovviiieeiieeeiiieen s 16.c.

17. Not applicable ........cccoveevvcveeice .
18. Bank's liability on acceptances executed and ou tstanding .......cooeeeiiiieennns 18.

19. Subordinated notes and debentures (2) ......... 19.
20. Other liabilities (from Schedule RC-G) ........ 20.
21. Total liabilities (sum of items 13 through 20) 21.
22. Not @ppliCable .....cccvvevviiecieeececs e
EQUITY CAPITAL

23. Perpetual preferred stock and related surplus . s 23.

24. Common Stock ........cccoecvevviiniiiien.
25. Surplus (exclude all surplus related to preferr
26. a. Undivided profits and capital reserves .....

b. Net unrealized holding gains (losses) on ava ilable-for-sale securities ......... 26.b

27. Cumulative foreign currency translation adjustm ENLS woveiiieeeie e 27.

28. Total equity capital (sum of items 23 through 2 T) o . 28.

29. Total liabilities and equity capital (sum of it ems 21 and 28) .......cceeeennee. 29.

Memorandum

To be reported only with the March Report of Condit ion.

1. Indicate in the box at the right the number of t he statement below that best describes
the most comprehensive level of auditing work pe rformed for the bank by Number
independent external auditors as of any date dur iNg 1996 .......ocovevviiieinen, M.1.

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

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

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

4 = Directors' examination of the bank performedther external auditors

(may be required by state chartering authority)

5 = Review of the bank's financial statements kgreral auditors

6 = Compilation of the bank's financial statemdat®&xternal auditors

7 = Other audit procedures (excluding tax prepanatvork)

8 = No external audit work

(1) Includes total demand deposits and nonintdreating time and savings deposit.

(2) Includes limited-life preferred stock and reltsurplus.
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