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PROSPECTUS/CONSENT SOLICITATION STATEMENT
HOST MARRIOTT, L.P.

HMC MERGER CORPORATION

THE CONSENT SOLICITATION PERIOD EXPIRES AT 5:00 P.M., EASTERN TIME,
ON DECEMBER 12, 1998, UNLESS EXTENDED (THE "SOLICITATION PERIOD").

Host Marriott Corporation ("Host") has adopted a plan to restructure its
business operations so that it will qualify as a real estate investment trust

("REIT"). As part of this restructuring (the "REIT Conversion"), Host and its
consolidated subsidiaries will contribute their full-service hotel properties
and certain other businesses and assets to Host Marriott, L.P. (the "Operating

Partnership") in exchange for units of limited partnership interest in the
Operating Partnership ("OP Units") and the assumption of liabilities. The sole
general partner of the Operating Partnership will be HMC Merger Corporation, a
Maryland corporation to be renamed "Host Marriott Corporation”™ ("Host REIT"),
the entity into which Host will merge as part of the REIT Conversion. Host
REIT expects to qualify as a REIT beginning with its first full taxable year
commencing after the REIT Conversion is completed, which Host REIT currently
expects to be the year beginning January 1, 1999 (but which might not be until
the year beginning January 1, 2000).

As part of the REIT Conversion, the Operating Partnership is proposing to
acquire by merger (the "Mergers") eight limited partnerships (the
"Partnerships") that own full-service hotels in which Host or its subsidiaries
are general partners. As more fully described in this Prospectus/Consent
Solicitation Statement (the "Consent Solicitation"), limited partners of those
Partnerships that participate in the Mergers will receive OP Units in exchange
for their partnership interests in such Partnerships (with respect to the
Partnerships, those limited partners of the Partnerships who are unaffiliated
with Host are referred to herein as the "Limited Partners"). Limited Partners
may elect to exchange such OP Units received in connection with the Mergers
for either shares of common stock, par value $.01 per share, of Host REIT
("Common Shares") or unsecured 6.56% Callable Notes due December 15, 2005
issued by the Operating Partnership ("Notes"). Beginning one year after the
Mergers, Limited Partners who retain OP Units will have the right to redeem
their OP Units at any time and receive, at the election of Host REIT, either
Common Shares of Host REIT on a one-for-one basis (subject to adjustment) or
cash in an amount equal to the market value of such shares (the "Unit
Redemption Right").

SEE "RISK FACTORS" BEGINNING ON PAGE 36 FOR MATERIAL RISKS RELEVANT TO AN
INVESTMENT IN THE OP UNITS, COMMON SHARES OR NOTES, INCLUDING:

To the extent that the anticipated benefits of the REIT Conversion are
reflected in the value of Host's common stock before the Effective Date,
such benefits will not be shared with the Limited Partners.

No independent representative was retained to negotiate on behalf of the
Limited Partners. If one had been, the terms of the Mergers may have been
more favorable to the Limited Partners.

Other conflicts of interest exist in connection with structuring the
Mergers and the REIT Conversion which may result in decisions that do not
fully reflect the interests of all Limited Partners.

Host's shareholders and the Blackstone Entities, but not the Limited
Partners, will benefit from any appreciation in the value of the shares of
Crestline common stock distributed in connection with the Initial E&P
Distribution (as defined herein).

There is no assurance that the value of the OP Units, Common Shares or
Notes to be received by the Limited Partners in connection with the
Mergers will equal the fair market value of their Partnership Interests.
Limited Partners who retain OP Units will not be able to redeem them
pursuant to the Unit Redemption Right until one year following the
Mergers. Until then, Limited Partners will bear the risk of illiquidity
and of not being able to sell in a falling market.

There will be no public market for the Notes. The deemed value of the OP
Units (or the Common Shares issued in exchange therefor) will exceed the
principal amount of the corresponding Notes in all Partnerships.

The receipt of Common Shares or a Note in exchange for OP Units will be a
fully taxable transaction and will result in "phantom income" for a
Limited Partner with a "negative capital account" with respect to his
Partnership Interest.

The preliminary estimated initial annual cash distributions of the
Operating Partnership during the twelve months ending December 31, 1999
($226 million) will exceed its estimated cash available for distribution
and cash from contingent rents during the twelve months ending December
31, 1999, which would require borrowings of approximately $9 million (or
$0.04 per OP Unit) to make such distributions, and the estimated initial
cash distributions to the Limited Partners of MHP and MHP2 following the
Mergers will be significantly less than the estimated cash distributions
from operations of MHP and MHP2 during 1998.



If the REIT Conversion does not occur in time for Host REIT to elect REIT
status effective January 1, 1999, the effectiveness of Host REIT's
election could be delayed until January 1, 2000, which would result in
Host REIT continuing to pay substantial corporate-level income taxes in
1999 (which would reduce the cash distributions per Common Share, but not
the cash distributions per OP Unit) and could cause the Blackstone
Acquisition not to be consummated.

The Mergers involve a fundamental change in the nature of the investment
of a Limited Partner from an investment in a finite-life, fixed-portfolio
partnership into an investment in an ongoing real estate company which
will own and acquire additional hotels.

There is uncertainty at the time of voting as to the exact size and
leverage of the Operating Partnership and the exact number of OP Units
that may be received in the Mergers (which will not be known for
approximately 25 trading days following the Mergers).

The Operating Partnership will be substantially dependent for its revenue
upon the Lessees, Marriott International, Inc. and other companies that
manage the Hotels and upon the Non-Controlled Subsidiaries, and the
Operating Partnership will have limited control over the operations of the
Hotels and no control over the Non-Controlled Subsidiaries.

Approval of the Merger and the related amendments to the partnership
agreement by the requisite vote of the Limited Partners in a Partnership
will bind all Limited Partners of such Partnership.

The inability of Host, the Operating Partnership and Host REIT to obtain
one or more third-party consents prior to consummation of the Mergers and
the REIT Conversion could have a material adverse effect on the Operating
Partnership and Host REIT, and thus could reduce the value of the OP Units
and Common Shares.

The Mergers will result in the Limited Partners being exposed to the
general risks of ownership of hotels, leverage and the lack of
restrictions on indebtedness of the Operating Partnership and Host REIT.
Actual or constructive ownership of more than 9.8% of the number or value
of Host REIT's outstanding Common Shares and of more than 4.9% of the
value of the OP Units (other than by Host REIT or The Blackstone Group) is
prohibited, subject to waiver or modification by Host REIT or the
Operating Partnership, as the case may be, in certain limited
circumstances.

There are a variety of events and transactions that could cause a Limited
Partner to recognize in the future all or a part of the gain that
otherwise should be deferred by the retention of OP Units received in the
Mergers.

Atlanta Marquis, Desert Springs, Hanover, MHP and PHLP are required to
sell some of their personal property to an affiliate of the Operating
Partnership in the Mergers, which may cause Limited Partners of such
Partnerships (except Hanover) to recognize a relatively modest amount of
taxable income as a result thereof (which income could be offset with any
unused passive loss carryforwards) .

Taxation of Host REIT as a regular corporation if it fails to qualify as a
REIT, or taxation of the Operating Partnership as a corporation if it
fails to qualify as a partnership for federal income tax purposes, would,
among other things, result in a material decrease in cash available for
distribution and a material reduction in the value of the Common Shares
and OP Units.

No assurance can be provided that new legislation, Treasury Regulations,
administrative interpretations or court decisions will not significantly
change the tax laws with respect to Host REIT's qualification as a REIT or
the federal income tax consequences of such qualification.

THE GENERAL PARTNERS OF THE PARTNERSHIPS BELIEVE THAT THE MERGERS PROVIDE
SUBSTANTIAL BENEFITS AND ARE FAIR TO THE LIMITED PARTNERS OF EACH PARTNERSHIP
AND RECOMMEND THAT ALL LIMITED PARTNERS VOTE FOR THE MERGERS AND FOR THE
RELATED AMENDMENTS TO THE PARTNERSHIP AGREEMENTS. SEE "BACKGROUND AND REASONS
FOR THE MERGERS AND THE REIT CONVERSION--REASONS FOR THE MERGERS."

The number of OP Units to be allocated to each Partnership will be based
upon (i) its respective Exchange Value (as defined herein) and (ii) the price
attributed to an OP Unit following the Mergers, determined as described herein
(which, subject to adjustment, will not be less than $9.50 or greater than
$15.50 per OP Unit) and will not be known at the time of voting. The number of
Common Shares a Limited Partner may elect to receive in connection with the
Mergers will equal the number of OP Units received. The principal amount of
Notes that Limited Partners may elect to receive will be based upon their
Partnership's Note Election Amount (as defined herein). See "Determination of
Exchange Values and Allocation of OP Units." The estimated Exchange Values and
Note Election Amounts set forth in this Consent Solicitation may increase or
decrease as a result of various adjustments, and will be finally calculated
shortly before the closing of the Mergers (the "Effective Date").

NEITHER THIS TRANSACTION NOR THESE SECURITIES HAVE BEEN APPROVED OR
DISAPPROVED BY THE SECURITIES AND EXCHANGE COMMISSION NOR HAS THE SECURITIES AND
EXCHANGE COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS
PROSPECTUS/CONSENT SOLICITATION STATEMENT. ANY REPRESENTATION TO THE CONTRARY IS
A CRIMINAL OFFENSE.

THE ATTORNEY GENERAL OF THE STATE OF NEW YORK HAS NOT PASSED ON OR ENDORSED
THE MERITS OF THIS OFFERING. ANY REPRESENTATION TO THE CONTRARY IS UNLAWEUL.

THIS PROSPECTUS/CONSENT SOLICITATION STATEMENT IS ONLY AUTHORIZED FOR
DELIVERY TO LIMITED PARTNERS WHEN ACCOMPANIED BY ONE OR MORE SUPPLEMENTS
RELATING TO THE PARTNERSHIPS IN WHICH SUCH LIMITED PARTNERS HOLD INTERESTS.
SEE "AVAILABLE INFORMATION."



THE DATE OF THIS PROSPECTUS/CONSENT SOLICITATION STATEMENT IS OCTOBER 8, 1998.
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SUMMARY

This Summary does not purport to be complete and is qualified in its entirety
by the more detailed information appearing elsewhere in this Prospectus/Consent
Solicitation Statement, including the appendices and supplements hereto (this
"Consent Solicitation"), and is presented solely to provide an overview of the
transactions described in detail in the remainder of this Consent Solicitation
and of the business and investment considerations and risks related to the
proposed transactions. Prospective investors are advised not to rely on this
Summary, but to carefully review this entire Consent Solicitation.

The information contained herein, unless otherwise indicated, assumes the
REIT Conversion (including the Blackstone Acquisition) occurs, all Partnerships
(as defined herein) participate and no Common Shares or Notes (as defined
herein) are issued (the "Full Participation Scenario").

FORWARD-LOOKING STATEMENTS

Certain matters discussed herein or delivered in connection with this Consent
Solicitation are forward-looking statements. Certain, but not necessarily all,
of such forward-looking statements can be identified by the use of forward-
looking terminology, such as "believes," "expects," "may," "will," "should,"
"estimates" or "anticipates" or the negative thereof or other variations
thereof or comparable terminology. All forward-looking statements involve known
and unknown risks, uncertainties and other factors which may cause the actual
transactions, results, performance or achievements of the Operating Partnership
or Host REIT to be materially different from any future transactions, results,
performance or achievements expressed or implied by such forward-looking
statements. The cautionary statements set forth under the caption "Risk
Factors" and elsewhere in this Consent Solicitation identify important factors
with respect to such forward-looking statements, including the following
factors that could affect such forward-looking statements: (i) national and
local economic and business conditions that will, among other things, affect
demand for hotels and other properties, the level of rates and occupancy that
can be achieved by such properties and the availability and terms of financing;
(ii) the ability to maintain the properties in a first-class manner (including
meeting capital expenditure requirements); (iii) the ability of the Operating
Partnership or Host REIT to compete effectively in areas such as access,
location, quality of accommodations and room rate structures; (iv) the ability
of the Operating Partnership or Host REIT to acquire or develop additional
properties and the risk that potential acquisitions or developments may not
perform in accordance with expectations; (v) the ability of Host to obtain
required consents of shareholders, lenders, debt holders, partners and ground
lessors of Host and its affiliates and of other third parties in connection
with the REIT Conversion and to consummate all of the transactions constituting
the REIT Conversion (including the Blackstone Acquisition); (vi) changes in
travel patterns, taxes and government regulations which influence or determine
wages, prices, construction procedures and costs; (vii) governmental approvals,
actions and initiatives, including the need for compliance with environmental
and safety requirements, and changes in laws and regulations or the
interpretation thereof; (viii) the effects of tax legislative action; and (ix)
in the case of Host REIT, the timing of Host REIT's election to be taxed as a
REIT and the ability of Host REIT to satisfy complex rules in order to qualify
for taxation as a REIT for federal income tax purposes and to operate
effectively within the limitations imposed by these rules. Although the
Operating Partnership and Host REIT believe the expectations reflected in such
forward-looking statements are based upon reasonable assumptions, they can give
no assurance that their expectations will be attained or that any deviations
will not be material. The Operating Partnership and Host REIT undertake no
obligation to publicly release the result of any revisions to these forward-
looking statements that may be made to reflect any future events or
circumstances.

CERTAIN KEY DEFINITIONS
The following terms have the meanings set forth below. See the "Glossary" at

page 292 for the definitions of other capitalized terms used in this Consent
Solicitation.



"HostM. oo

"Host REIT"............

"Operating Partnership"

"Company".....iiiiii.

"Partnership"..........

"General Partner"......

"Limited Partners".....

"Partnership Interests"

Host Marriott Corporation, a Delaware
corporation, and either the general partner or
an affiliate of the general partner of each
Partnership, or, as the context may require,
Host Marriott Corporation together with its
subsidiaries or any of such subsidiaries.

HMC Merger Corporation, a Maryland corporation,
which will be the sole general partner of the
Operating Partnership and the successor to
Host, or, as the context may require, HMC
Merger Corporation, together with its
subsidiaries or any of such subsidiaries. In
connection with the REIT Conversion, HMC Merger
Corporation will change its name to "Host
Marriott Corporation."

Host Marriott, L.P., a Delaware limited
partnership, or, as the context may require,
such entity together with its subsidiaries,
including the Non-Controlled Subsidiaries (as
defined herein), or any of them; also means
Host when used to describe such entity on a pro
forma basis before the REIT Conversion.

Host (to the extent of its business and assets
to be contributed to the Operating Partnership)
with respect to periods prior to the REIT
Conversion, and Host REIT and the Operating
Partnership collectively with respect to the
period after the REIT Conversion.

Any of Atlanta Marriott Marquis II Limited
Partnership, a Delaware limited partnership
("Atlanta Marquis"); Desert Springs Marriott
Limited Partnership, a Delaware limited
partnership ("Desert Springs"); Hanover
Marriott Limited Partnership, a Delaware
limited partnership ("Hanover"); Marriott
Diversified American Hotels, L.P., a Delaware
limited partnership ("MDAH"); Marriott Hotel
Properties Limited Partnership, a Delaware
limited partnership ("MHP"); Marriott Hotel
Properties II Limited Partnership, a Delaware
limited partnership ("MHP2"); Mutual Benefit
Chicago Marriott Suite Hotel Partners, L.P.
("Chicago Suites"), a Rhode Island limited
partnership; and Potomac Hotel Limited
Partnership, a Delaware limited partnership
("PHLP"); or, as the context may require, any
such entity together with its subsidiaries, or
any of such subsidiaries.

The general partner of a Partnership, each of
which general partner is a wholly owned, direct
or indirect subsidiary of Host (except in the
case of PHLP, in which Host is the general
partner) .

The limited partners, excluding those
affiliated with Host, of the Partnerships.

The interests of the Limited Partners in their
respective Partnerships.



"Crestline"...... ...

"Non-Controlled
Subsidiaries"....... ...

"Private Partnership".........

"Hotel Partnership"...........

"Merger" . ...t i e e

"Blackstone Acquisition"......

"Initial E&P Distribution™....

The limited partnership interests in the
Operating Partnership.

Shares of common stock, par value $.01 per
share, of Host REIT.

An unsecured 6.56% Callable Note due December
15, 2005 of the Operating Partnership with a
principal amount equal to the Note Election
Amount of the Limited Partner's Partnership
Interest.

Crestline Capital Corporation (formerly HMC
Senior Communities, Inc.), a Delaware
corporation, or, as the context may require,
such entity together with the Lessees (as
defined herein) and its other subsidiaries or
any of them, which currently is a wholly owned
subsidiary of Host but will become a separate
public company as part of the REIT Conversion.

The one or more taxable corporations in which
the Operating Partnership will own 95% of the
economic interest but no voting stock and which
will hold various assets contributed by Host
and its subsidiaries to the Operating
Partnership, which assets, if owned directly by
the Operating Partnership, could jeopardize
Host REIT's status as a REIT.

A partnership (other than a Partnership) or
limited liability company that owns one or more
full-service Hotels and that, prior to the REIT
Conversion, is partially but not wholly owned
by Host or one of its subsidiaries. The Private
Partnerships are not participating in the
Mergers.

Any Partnership or Private Partnership.

The proposed merger of a subsidiary of the
Operating Partnership (a "Merger Partnership")
into a Partnership pursuant to this Consent
Solicitation, in which the Partnership will be
the surviving entity and will become a
subsidiary of the Operating Partnership.

The expected acquisition from The Blackstone
Group and a series of funds controlled by
Blackstone Real Estate Partners (collectively,
the "Blackstone Entities") of ownership of, or
controlling interests in, twelve hotels and a
mortgage loan secured by a thirteenth hotel in
exchange for OP Units, the assumption of
certain liabilities and other consideration,
including up to 18% of the shares of Crestline
common stock, to the extent such acquisition is
consummated.

One or more taxable distributions by Host or
Host REIT to its shareholders in connection
with the REIT Conversion consisting of shares
of common stock of Crestline and cash or other
consideration in an amount to be determined.



"REIT Conversion"............. (i) The contribution by Host of its wholly
owned Hotels, its interests in the Hotel
Partnerships and certain other businesses and
assets to the Operating Partnership, (ii) the
recently completed refinancing and amendment of
the debt securities and certain credit
facilities of Host substantially in the manner
described herein, (iii) the Mergers (if and to
the extent consummated), (iv) the acquisition
(whether by merger or otherwise) by the
Operating Partnership of certain Private
Partnerships or interests therein (if and to
the extent consummated), (v) the Blackstone
Acquisition (if and to the extent consummated),
(vi) the creation and capitalization of the
Non-Controlled Subsidiaries, (vii) the merger
of Host into Host REIT and the distribution by
Host or Host REIT of Crestline common stock and
cash or other consideration to its shareholders
and the Blackstone Entities in connection with
the Initial E&P Distribution (as defined
herein), (viii) the leasing of the Hotels to
subsidiaries of Crestline or others and (ix)
such other related transactions and steps
occurring prior to, substantially concurrent
with or within a reasonable time after the
Effective Date as Host may determine in its
sole discretion to be necessary or desirable to
complete or facilitate the transactions
contemplated herein or otherwise to permit Host
REIT to elect to be treated as a REIT for
federal income tax purposes for the first full
taxable year commencing after the Mergers.

OVERVIEW

This Consent Solicitation is being furnished to the Limited Partners of each
Partnership to solicit their approval of a Merger of their Partnership with a
subsidiary of the Operating Partnership, which has been formed primarily to
continue and expand the full-service hotel ownership business of Host,
operating together with its general partner, Host REIT, as an umbrella
partnership REIT (an "UPREIT"). If the requisite Limited Partners of each
Partnership consent to a Merger of their respective Partnership and to certain
related amendments to the respective Partnership's partnership agreement and
the other conditions for consummation of a Merger (including completion of the
REIT Conversion) are satisfied or waived, the Operating Partnership will
acquire such Partnership (a "Participating Partnership") by merger and the
Limited Partners of such Participating Partnership will receive OP Units. The
number of OP Units to be received by the Limited Partners in the Mergers will
be based upon the average closing price on the NYSE of a Host REIT Common Share
for the first 20 trading days after the Effective Date of the Mergers (but,
subject to adjustment, will not be less than $9.50 or greater than $15.50 per
OP Unit even if such average trading price is less than $9.50 or greater than
$15.50 per Common Share). The maximum and minimum prices per OP Unit will be
reduced if the Blackstone Acquisition is not consummated and, as a result
thereof, the Initial E&P Distribution exceeds $2.50 per Host or Host REIT
common share. Each Limited Partner can elect, at any time prior to the end of
the Election Period (as defined herein), to receive either Common Shares or a
Note in exchange for all OP Units received in the Mergers.

The General Partners, the Operating Partnership and Host REIT believe that
participation in the Mergers will provide the following benefits to Limited

Partners:

The opportunity to receive regular cash distributions per OP Unit equal
to the distributions paid on each Host REIT Common Share;

The ability to participate in the operations of a larger, more diverse
enterprise with growth opportunities and generally lower leverage;
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The ability to receive, in exchange for their OP Units, freely tradeable
Host REIT Common Shares in connection with the Mergers;

The ability of Limited Partners who retain OP Units, at any time
beginning one year following the Mergers, to liquidate their investment
in the Operating Partnership for cash based upon the price of Host REIT
Common Shares or, at the election of Host REIT, Host REIT Common Shares;
and

The deferral, for Limited Partners who retain OP Units, of recognition of
at least a substantial portion of any built-in taxable gain attributable

to their Partnership Interests generally until such time as each Limited

Partner elects to trigger such gain.

Host and the General Partners are proposing the Mergers in connection with a
plan adopted by Host to restructure its business operations so that it will
qualify as a real estate investment trust (a "REIT") under the Internal Revenue
Code of 1986, as amended (the "Code"). Host REIT expects to qualify as a REIT
beginning with its first full taxable year commencing after the REIT Conversion
is completed, which currently is expected to be the year commencing January 1,
1999 (but which might not be until the year beginning January 1, 2000). Host's
reasons for engaging in the REIT Conversion include the following:

Host believes the REIT structure, as a more tax efficient structure, will
provide improved operating results through changing economic conditions
and all phases of the hotel economic cycle.

Host believes the REIT Conversion, which will reduce corporate-level
taxes and the need to incur debt to reduce corporate taxes through
interest deductions, will improve its financial flexibility and allow it
to continue to strengthen its balance sheet by reducing its overall debt
to equity ratio over time.

As a REIT, Host believes it will be able to compete more effectively with
other public lodging real estate companies that already are organized as
REITs and to make performance comparisons with its peers more meaningful.

By becoming a dividend paying company, Host believes its shareholder base
will expand to include investors attracted by yield as well as asset
quality.

Host believes the adoption of the UPREIT structure will facilitate tax-
deferred acquisitions of other hotels (such as in the case of the
Blackstone Acquisition and the Mergers) .

Host believes that these benefits justify the REIT Conversion even if the REIT

Conversion does not occur in time for Host REIT to elect REIT status effective

January 1, 1999 (in which event the effectiveness of Host's REIT election could
be delayed until January 1, 2000).

The primary business objectives of the Operating Partnership and Host REIT
will be to (i) achieve long-term sustainable growth in "Funds From Operations"
(defined as net income (or loss) computed in accordance with generally accepted
accounting principles ("GAAP"), excluding gains (or losses) from debt
restructuring and sales of properties, plus real estate related depreciation
and amortization, and after adjustments for unconsolidated partnerships and
joint ventures) and cash flow per OP Unit or Common Share, (ii) increase asset
values by improving and expanding the initial Hotels, as appropriate, (iii)
acquire additional existing and newly developed upscale and luxury full-service
hotels in targeted markets, (iv) develop and construct upscale and luxury full-
service hotels and (v) potentially pursue other real estate investments.

If the REIT Conversion is consummated as contemplated (including the
Blackstone Acquisition), the Operating Partnership is expected initially to
own, or have controlling interests in, approximately 125 full-service hotels,
located throughout the United States and Canada containing approximately 58,500
rooms and operating primarily under the Marriott, Ritz-Carlton, Four Seasons,
Swissotel and Hyatt brand names (the "Hotels").
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Because REITs are not permitted under current federal income tax law to
derive revenues directly from the operation of hotels, the Operating
Partnership will lease the Hotels to lessees (the "Lessees") that will operate
the Hotels under the existing management agreements and pay rent to the
Operating Partnership, as more fully described herein. The Lessees generally
will be wholly owned indirect subsidiaries of Crestline. Crestline, which
currently is a wholly owned subsidiary of Host, will become a separate public
company when Host or Host REIT distributes the common stock of Crestline and
cash or other consideration to its existing shareholders and the Blackstone
Entities in connection with the Initial E&P Distribution. Shares of Host REIT
and Crestline will become separately traded securities and the companies will
operate independently. There will be no overlap between the boards of Host REIT
and Crestline. There will be a substantial overlap of shareholders of the two
companies initially, but this overlap will diverge over time.

As the first step in a strategy to acquire non-Marriott as well as Marriott
branded hotels, Host has entered into an agreement with the Blackstone Entities
to acquire from the Blackstone Entities ownership of, or controlling interests
in, twelve upscale and luxury full-service hotel properties (the "Blackstone
Hotels") and certain other related assets (including a mortgage loan secured by
an additional hotel) in exchange for a combination of cash and the assumption
of debt totalling $862 million, 43.7 million OP Units (based upon a negotiated
value of $20.00 per OP Unit), and up to 18% of the shares of Crestline common
stock and other consideration. If the Blackstone Acquisition is consummated,
the interests in the Blackstone Hotels will be contributed by the Blackstone
Entities to the Operating Partnership as part of the REIT Conversion. The
Blackstone Hotels will be leased to Lessees that are subsidiaries of Crestline
and will continue to be managed under their existing management agreements. See
"Business and Properties--Blackstone Acquisition."

The following table sets forth certain information as of June 19, 1998 (or,
in the case of average daily rate, average occupancy and revenues per available
room ("REVPAR"), for the twenty-four weeks then ended ("First Two Quarters
1998")) for the Hotels that are expected to comprise the Operating
Partnership's initial full-service lodging portfolio:

NUMBER NUMBER AVERAGE AVERAGE
CURRENT OWNER OF HOTELS OF ROOMS DAILY RATE OCCUPANCY REVPAR(1)
Atlanta Marquis(2) (3)..... 1 1,671 $138.66 69.1% $ 95.81
Desert Springs(2)......... 1 884 214.47 79.7 170.93
Hanover(2) .....cvviiunn.. 1 353 142.62 71.5 101.97
MHP (2) (4) c v it i e e 2 2,127 176.75 85.0 150.24
MHP2(2) (5) v e v veeieeeea. 4 3,411 152.56 80.4 122.66
Chicago Suites............ 1 256 159.98 82.0 131.18
MDAH. ¢ ot it it e eeeeeeannn 6 1,692 114.66 77.0 88.29
PHLP(6) « et et et eeeeeeanen 8 3,181 117.81 81.1 95.54
Blackstone Hotels......... 12 5,520 175.53 72.0 126.41
Host (historical) (6) (7) ... 101 49,019 145.04 78.6 114.02
Host (pro forma) (6) (8).... 126 58,603 146.18 77.8 113.67

(1) REVPAR is a commonly used indicator of market performance of hotels. REVPAR
measures daily room revenues generated on a per room basis by combining the
average daily room rate charged and the average daily occupancy achieved.
REVPAR excludes food and beverage and other ancillary revenues generated by
the hotel.

(2) Currently included in Host's consolidated financial statements.

(3) Atlanta Marquis has an 80% residual interest in the Atlanta Marriott
Marquis Hotel.

(4) Includes Marriott's Harbor Beach Resort, in which MHP owns a 50.5%
interest.

(5) Includes the Santa Clara Marriott, in which MHP2 owns a 50% interest and
Host owns the remaining 50% interest.

(6) Includes the Tampa Westshore Marriott and the Raleigh Crabtree Marriott,
which are currently consolidated by Host. A subsidiary of Host provided
100% nonrecourse financing totaling approximately $35 million to PHLP, in
which Host owns the sole general partner interest, for the acquisition of
these two hotels.

(7) Includes the hotels owned by Atlanta Marquis, Desert Springs, Hanover, MHP
and MHP2.

(8) Includes the hotels owned by all Hotel Partnerships and the Blackstone
Hotels, assuming the Full Participation Scenario.

6



RISK FACTORS

The following is a summary of the material risks associated with the Mergers.
This summary is qualified in its entirety by the detailed discussion in the
section entitled "Risk Factors" contained in this Consent Solicitation. Some of
the significant matters Limited Partners should consider carefully include:

Substantial Benefits to Related Parties. Host REIT and its subsidiaries
will realize substantial benefits from the Mergers and the REIT
Conversion, including savings from a substantial reduction in corporate-
level income taxes expected as a result of the REIT Conversion. To the
extent that the anticipated benefits of the REIT Conversion are reflected
in the value of Host's common stock before the Effective Date, such
benefits will not be shared with the Limited Partners. The benefits to
Host of the REIT Conversion will be reduced if one or more of the
Partnerships do not participate in a Merger, thereby creating a conflict
of interest for the General Partners in connection with the Mergers.

Absence of Arm's Length Negotiations. No independent representative was
retained to negotiate on behalf of the Limited Partners. Although the
General Partners have obtained the Appraisals (as defined herein) and the
Fairness Opinion (as defined herein) from American Appraisal Associates,
Inc., an independent, nationally recognized hotel valuation and financial
advisory firm ("AAA"), AAA has not negotiated with the General Partners
or Host and has not participated in establishing the terms of the
Mergers. Consequently, the terms and conditions of the Mergers may have
been more favorable to the Limited Partners if such terms and conditions
were the result of arm's length negotiations.

Other Conflicts of Interest. The Mergers, the REIT Conversion and the
recommendations of the General Partners involve the following conflicts
of interest because of the relationships among Host, Host REIT, the
Operating Partnership, the General Partners and Crestline. The General
Partners, which are all subsidiaries of Host (except for PHLP, in which
Host is the General Partner), must assess whether a Merger is fair and
equitable to and advisable for the Limited Partners of its Partnership.
This assessment involves considerations that are different from those
relevant to the determination of whether the Mergers and the REIT
Conversion are advisable for Host and its shareholders. The
considerations relevant to that determination which create a conflict of
interest include Host's belief that the REIT Conversion is advisable for
its shareholders, the benefits of the REIT Conversion to Host will be
greater if the Partnerships participate and Host REIT will benefit if the
value of the OP Units received by the Limited Partners in the Mergers is
less than the value of their Partnership Interests. In addition, the
terms of the Leases of the Hotels, including the Participating
Partnerships' Hotels, will be determined by Host and the terms of the
Partnership Agreement, including provisions which benefit Host REIT, have
been determined by Host. Such conflicts may result in decisions that do
not fully reflect the interests of all Limited Partners.

Exchange Value May Not Equal Fair Market Value of the Partnerships'
Hotels. Each Limited Partner of a Participating Partnership who retains
OP Units or elects to exchange OP Units for Common Shares will receive
consideration with a deemed value equal to the Exchange Value of such
Limited Partner's Partnership Interest. The determination of the Exchange
Value of each Partnership involves numerous estimates and assumptions.
There is no assurance that the Exchange Value of a Partnership will equal
the fair market value of the Hotels and other assets contributed by such
Partnership. See "Determination of Exchange Values and Allocation of OP
Units."

Allocation of OP Units to Host REIT Is Different from Allocation of OP
Units to the Partnerships. Following the REIT Conversion, Host REIT will
own a number of OP Units equal to the number of shares of Host common
stock outstanding on the Effective Date (including the OP Units to be
received by the General Partners and other subsidiaries of Host in the
Mergers and the OP Units to be acquired from Limited Partners who elect
to receive Common Shares in connection with the Mergers) and, if Host has
outstanding shares of preferred stock at the time of the REIT Conversion,
a corresponding number of preferred partnership interests in the
Operating Partnership. Host REIT's OP Units, in the aggregate, should
fairly represent the market value of Host REIT but may not be equal to
the fair market or net asset value of the Hotels and other assets that
Host will contribute to the Operating Partnership. The
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Partnerships will receive OP Units in the Mergers with a deemed value
equal to the Exchange Value of such Partnership. The different methods of
allocating OP Units to Host REIT and the Partnerships may result in
Limited Partners not receiving the fair market value of their Partnership
Interests and Host REIT receiving a higher percentage of the interests in
the Operating Partnership. See "Determination of Exchange Values and
Allocation of OP Units."

Allocations of OP Units to the Blackstone Entities and the Private
Partnerships Were Not Determined by the Exchange Value Methodologies. The
price and other terms of the acquisitions of certain Private Partnerships
and the Blackstone Acquisition (and thus the allocation of OP Units
resulting therefrom) were determined by arm's length negotiations. The
assets to be acquired in the Blackstone Acquisition did not generate, in
the aggregate, pro forma net income for 1997 or the First Two Quarters
1998. If the partners' interests in the Private Partnerships and the
assets of the Blackstone Entities had been valued by the same
methodologies used to determine the Exchange Values in the Mergers, the
value of the OP Units to be allocated to such partners or the Blackstone
Entities may have been less than they actually will receive. The
different methods of allocating OP Units may result in the Limited
Partners receiving relatively less for their Partnership Interests than
the partners in the Private Partnerships and the Blackstone Entities.

Price of OP Units or Common Shares Might Be Less than the Fair Market
Value of the Partnership Interests. The price of an OP Unit for purposes
of the Mergers will be equal to the average closing price on the NYSE of
a Host REIT Common Share for the first 20 trading days after the
Effective Date of the Mergers (but it will not be less than $9.50 or
greater than $15.50 per OP Unit). This pricing mechanism has the effect
of fixing the minimum and maximum number of OP Units to be issued in the
Mergers. It is likely that, either initially or over time, the value of
the publicly traded Common Shares of Host REIT (and therefore the value
of the OP Units) will diverge from the deemed value of the OP Units used
for purposes of the Mergers. This could result in the Limited Partners
receiving OP Units or Common Shares with an actual value that is less
than either the price of the OP Units for purposes of the Mergers or the
fair market value of their Partnership Interests.

Inability of Limited Partners Who Retain OP Units to Redeem OP Units for
One Year. Limited Partners who retain OP Units received in the Mergers
will be unable to redeem such OP Units for one year following the
Mergers. Until then, Limited Partners will bear the risk of illiquidity
and of not being able to sell in a falling market.

Value of the Notes Will be Less than the Exchange Value. In exchange for
OP Units received in a Merger, each Limited Partner may elect to receive
an unsecured, seven-year Note of the Operating Partnership with a
principal amount equal to the Note Election Amount of his Partnership
Interest. The deemed value of the OP Units will exceed the principal
amount of the corresponding Notes in all Partnerships (because the
Exchange Values will be higher than the Note Election Amounts) and there
is no assurance that the Note a Limited Partner receives will have a
value equal to either (i) the fair market value of the Limited Partner's
share of the Hotels and other assets owned by his Partnership or (ii) the
principal amount of the Notes. There will be no public market for the
Notes. If the Notes are sold, they may sell at prices substantially below
their issuance price. Noteholders are likely to receive the full
principal amount of a Note only if they hold the Note to maturity, which
is December 15, 2005, or if the Operating Partnership repays the Notes
prior to maturity. Because the Notes are unsecured obligations of the
Operating Partnership, they will be effectively subordinated to all
secured debt of the Operating Partnership and all obligations of both the
Participating Partnerships and the Operating Partnership's other
subsidiaries. See "Description of the Notes." As of June 19, 1998, on a
pro forma basis assuming the Full Participation Scenario, the Operating
Partnership would have had aggregate consolidated debt of approximately
$5.6 billion (including $567 million of debentures related to the
Convertible Preferred Securities) to which the Notes were effectively
subordinated or which ranks equally with such Notes.
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Cash Distributions May Exceed Cash Available for Distribution; Reduced
Cash Distributions for Certain Limited Partners. The preliminary
estimated initial annual cash distributions of the Operating Partnership
during the twelve months ending December 31, 1999 ($226 million) will
exceed its estimated cash available for distribution ($163 million) and
cash from contingent rents ($54 million) during the twelve months ending
December 31, 1999 (totaling $217 million), which would require borrowings
of approximately $9 million (or $0.04 per OP Unit) to make such
distributions in accordance with the Operating Partnership's distribution
policy. Moreover, 1if estimated cash from contingent rents were less than
$54 million, then the Operating Partnership also would be required to
borrow any such shortfall in order to make such distributions. In
addition, the estimated initial annual cash distributions of the
Operating Partnership or Host REIT to the Limited Partners of MHP and
MHP2 per Partnership Unit ($7,645 and $12,862, respectively) will be less
than the estimated cash distributions from operations of MHP and MHP2 per
Partnership Unit ($16,000 and $27,164, respectively) during 1998.

Timing of the REIT Conversion. Host intends to cause the REIT Conversion
to be completed as soon as possible, but there is no assurance that it
will be completed during 1998 in time for Host REIT to elect REIT status
effective January 1, 1999. The deadline for consummation of the Mergers
is June 30, 1999, unless extended by mutual agreement of the Operating
Partnership and the General Partners to a date no later than December 31,
1999. If the REIT Conversion does not occur in 1998, the effectiveness of
Host REIT's election could be delayed to January 1, 2000, which would
result in Host REIT continuing to pay substantial corporate-level income
taxes in 1999 (which would reduce Host REIT's estimated cash
distributions per Common Share during 1999 to $0.52 per Common Share, but
not the Operating Partnership's estimated cash distributions of $0.84 per
OP Unit) and could cause the Blackstone Acquisition not to be
consummated.

Fundamental Change in Nature of Investment; Potential

Underperformance. The Mergers and the REIT Conversion involve a
fundamental change in the nature of a Limited Partner's investment from
holding an interest in one or more Partnerships, some of which were
structured as tax shelter or tax credit investments, and each of which is
a finite-life entity, has a fixed portfolio of one or more Hotels and
distributes the cash flow from the operation of such Hotels to its
Limited Partners, to holding a direct or indirect interest in the
Operating Partnership, an ongoing real estate company with an expected
portfolio of approximately 125 Hotels that (i) collects and distributes
to its limited partners rents received from the Lessees (which will bear
the risks and receive the direct benefits of the Hotels' operations),
(ii) has the ability to acquire additional hotels and (iii) is able to
reinvest proceeds from sales or refinancings of existing Hotels in other
hotels. In addition, each Limited Partner's investment will change from
one that allows a Limited Partner to receive a return of capital in the
form of distributions from any net proceeds of a sale or refinancing of a
Partnership's assets to an investment in which a Limited Partner who
retains OP Units likely would realize a return of capital only through
the exercise of the Unit Redemption Right. Those Limited Partners who
elect to receive Common Shares in connection with the Mergers will hold
an equity interest in a publicly traded REIT that (i) provides immediate
liquidity, (ii) intends to make distributions to its shareholders in an
amount equal to at least 95% of its taxable income, (iii) allows
shareholders to influence management by participation in the election of
directors and (iv) realizes substantial corporate tax savings as long as
certain requirements are met. A Limited Partner's share of the
liquidation proceeds, if any, from the sale of a Partnership's Hotel or
Hotels could be higher than the amount realized upon exercise of the Unit
Redemption Right, the sale of Common Shares received in connection with
the Mergers or payments on any Note received by a Limited Partner who
elects to exchange his OP Units for such Note. An investment in the
Operating Partnership or Host REIT may not outperform an investment in
any individual Partnership. See "Comparison of Ownership of Partnership
Interests, OP Units and Common Shares."

Exposure to Market and Economic Conditions of Other Hotels. As a result
of the Mergers, Limited Partners in Participating Partnerships who retain

OP Units or elect to receive Common Shares in

9



connection with the Mergers will own interests in a much larger enterprise
with a broader range of assets than any of the Partnerships individually. A
material adverse change affecting the Operating Partnership's assets will
affect all Limited Partners regardless of whether a particular Limited
Partner previously was an investor in such affected assets. Each
Partnership owns discrete assets, and the Mergers and the REIT Conversion
will significantly diversify the types and geographic locations of the
Hotels in which the Limited Partners will have interests. As a result, the
Hotels owned by the Operating Partnership may be affected differently by
economic and market conditions than those Hotel (s) previously owned by an
individual Partnership.

Limited Partners Have No Cash Appraisal Rights. Limited Partners of
Participating Partnerships who vote against the Merger will not have a
right to receive cash based upon an appraisal of their Partnership
Interests.

Uncertainties as to the Size and Leverage of the Operating

Partnership. The Limited Partners cannot know at the time they vote on a
Merger the exact size and amount of leverage of the Operating
Partnership. Host is an existing operating company that regularly issues
and repays debt, acquires additional hotels and disposes of existing
hotels. Also, some or all of the Partnerships may elect not to

participate in a Merger (a "Non-Participating Partnership"). In addition,
outside partners in certain Private Partnerships may not consent to a
lease of their partnership's Hotel(s). In either such case, Host will

contribute its interests in such Partnerships and Private Partnerships to
the Operating Partnership, but the Operating Partnership may, in turn,
contribute such interests to a Non-Controlled Subsidiary, which will be
subject to corporate-level income taxation. Host also may repurchase
outstanding securities or issue new debt or equity securities prior to
the consummation of the Mergers and the REIT Conversion.

Other Uncertainties at the Time of Voting Include the Number of OP Units
to be Received. There are several other uncertainties at the time the
Limited Partners must vote on the Mergers, including (i) the exact
Exchange Value for each Partnership (which will be adjusted for changes
in lender and capital expenditure reserves, deferred maintenance and
other items prior to the Effective Date), (ii) the price of the OP Units
for purposes of the Mergers, which will be determined by reference to the
post-Merger trading prices of Host REIT's Common Shares (but will not be
less than $9.50 or greater than $15.50 per OP Unit) and which, together
with the Exchange Value, will determine the number of OP Units (or Common
Shares) the Limited Partners of each Participating Partnership will
receive and (iii) the exact principal amount of the Notes that may be
received in exchange for OP Units, which cannot be known until after the
Note Election Amount is determined. For these reasons, the Limited
Partners cannot know at the time they vote on a Merger these important
aspects of the Merger and they will not know the number of OP Units
received in a Merger until approximately 25 trading days after the
Merger.

Current Host Common Stock Price Is Not Necessarily Indicative of the
Price of Host REIT Common Shares Following the REIT Conversion. Host's
current stock price is not necessarily indicative of how the market will
value Host REIT Common Shares following the REIT Conversion. The current
stock price of Host reflects the current market valuation of Host's
current business and assets (including the Crestline common stock and
cash or other consideration to be distributed in connection with the
Initial E&P Distribution) and not solely the business and assets of Host
REIT following the REIT Conversion. Host's current stock price also is
affected by general market conditions.

Lack of Control over Hotel Operations and Non-Controlled

Subsidiaries. Due to current federal income tax law restrictions on a
REIT's ability to derive revenues directly from the operation of a hotel,
the Operating Partnership will lease virtually all of its consolidated
Hotels to the Lessees, which will operate the Hotels by continuing to
retain the existing managers of the Hotels (the "Managers") pursuant to
the existing long-term management agreements (the "Management
Agreements"). The Operating Partnership will not operate the Hotels or
participate in the decisions affecting the daily operations of the
Hotels. The Operating Partnership will have only a limited ability to
require the Lessees or the Managers to operate or manage the Hotels in
any particular manner and no ability to govern any particular aspect
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of their day-to-day operation or management. The Operating Partnership also
will not own any of the voting stock of the Non-Controlled Subsidiaries,
which may own, in the aggregate, up to 20% by value of the Operating
Partnership's assets. Therefore, the Operating Partnership will be dependent
for its revenue upon the ability of the Lessees and the Managers to operate
and manage the Hotels and the Non-Controlled Subsidiaries to operate and
manage their businesses.

Dependence upon Crestline. Crestline and its subsidiaries will be the
Lessees of substantially all of the Hotels and their rent payments will
be the primary source of Host REIT's revenues. Crestline's financial
condition and ability to meet its obligations under the Leases will
determine the Operating Partnership's ability to make distributions to
holders of OP Units, including Host REIT, and Host REIT's ability, in
turn, to make distributions to its shareholders. As of June 19, 1998, on
a pro forma basis, after giving effect to the REIT Conversion, Crestline
would have had approximately $315 million of indebtedness (including $100
million due to Host REIT to pay for hotel working capital purchased from
Host REIT but not including guarantees of obligations of Crestline's
subsidiaries under the Leases and the Management Agreements) and
Crestline can incur additional indebtedness in the future. There can be
no assurance that Crestline will have sufficient assets, income and
access to financing to enable it to satisfy its obligations under the
Leases. In addition, the credit rating of the Operating Partnership and
Host REIT will be affected by the general creditworthiness of Crestline.

Expiration of the Leases and Possible Inability to Find Other

Lessees. The Leases generally will expire seven to ten years after the
Effective Date, and there can be no assurance that the affected Hotels
will be relet to the Lessees (or if relet, will be relet on terms as
favorable to the Operating Partnership). If the Hotels are not relet to
the Lessees, the Operating Partnership will be required to find other
lessees, which lessees must meet certain requirements set forth in the
Management Agreements and the Code. There can be no assurance that
satisfactory lessees could be found or as to the terms and conditions on
which the Operating Partnership would be able to relet the Hotels or
enter into new leases with such lessees, which could result in a failure
of Host REIT to qualify as a REIT or in reduced cash available for
distribution.

Requisite Vote of Limited Partners of Partnerships Binds All Limited
Partners. For each Partnership, approval of a Merger and the related
amendments to its partnership agreement by the requisite vote of the
Limited Partners, as described in "Voting Procedures--Required Limited
Partner Vote and Other Conditions,"™ will cause the Partnership to
participate in the Merger and will bind all Limited Partners of such
Partnership, including Limited Partners who voted against or abstained
from voting with respect to the Merger and the related amendments to its
partnership agreement.

Inability to Obtain Third-Party Consents May Have a Material Adverse
Effect. There are numerous third-party consents which are required to be
obtained in order to consummate the Mergers and the REIT Conversion. The
inability of Host, the Operating Partnership or Host REIT to obtain one
or more such consents could cause a default under cross-default
provisions of the Company's principal credit facilities or otherwise have
a material adverse effect on the Operating Partnership and Host REIT and
thus could reduce the value of the OP Units and Common Shares.

Competition in the Lodging Industry. The profitability of the Hotels is
subject to general economic conditions, the management abilities of the
Managers (including primarily Marriott International), competition, the
desirability of particular locations and other factors relating to the
operation of the Hotels. The full-service segment of the lodging
industry, in which virtually all of the Hotels operate, is highly
competitive and the Hotels generally operate in geographical markets that
contain numerous competitors. The Hotels' success will be dependent, in
large part, upon their ability to compete in such areas as access,
location, quality of accommodations, room rate structure, the quality and
scope of food and beverage facilities and other services and amenities.
The lodging industry, including the Hotels (and thus the Operating
Partnership), may be adversely affected in the future by (i) national and
regional economic conditions, (ii) changes in travel patterns, (iii)
taxes and government regulations which
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influence or determine wages, prices, interest rates, construction
procedures and costs, (iv) the availability of credit and (v) other factors
beyond the control of the Operating Partnership.

Substantial Indebtedness of the Operating Partnership. The Operating
Partnership will have substantial indebtedness. As of June 19, 1998, on a
pro forma basis assuming the Full Participation Scenario, the Operating
Partnership had outstanding indebtedness totaling approximately $5.6
billion (including $567 million of debentures related to the Convertible
Preferred Securities), which represents an approximately 62% debt-to-
total market capitalization ratio on a pro forma basis at such date
(based upon a price per Common Share of Host REIT of $12.50). The
Operating Partnership's business is capital intensive, and it will have
significant capital requirements in the future. The Operating
Partnership's leverage level could affect its ability to (i) obtain

financing in the future, (ii) undertake refinancings on terms and subject
to conditions deemed acceptable by the Operating Partnership, (iii) make
distributions to partners (including Host REIT), (iv) pursue its

acquisition strategy or (v) compete effectively or operate successfully
under adverse economic conditions.

No Limitation on Debt. There are no limitations in Host REIT's or the
Operating Partnership's organizational documents which limit the amount
of indebtedness either may incur, although both the Notes and the
Operating Partnership's other debt instruments will contain certain
restrictions on the amount of indebtedness that the Operating Partnership
may incur.

Rental Revenues from Hotels Subject to Prior Rights of Lenders. In
accordance with the mortgage loan agreements with respect to outstanding
indebtedness of certain Hotel Partnerships, the rental revenues received
by such Hotel Partnerships under certain Leases first will be used to
satisfy the debt service on such outstanding indebtedness with only the
cash flow remaining after debt service being available to satisfy other
obligations of the Hotel Partnership (including paying property taxes and
insurance, funding the required FF&E reserves for the Hotels and capital
improvements and paying debt service with respect to unsecured debt) and
to make distributions to holders of OP Units (including Host REIT) .

Ownership Limitations. No person or persons acting as a group may own,
actually or constructively (as determined under the applicable Code
provisions), (i) in excess of 9.8% of the number or value of outstanding
Common Shares of Host REIT or (ii) in excess of 4.9% of the value of the
OP Units (other than Host REIT and The Blackstone Group), subject to
waiver or modification by Host REIT or the Operating Partnership, as the
case may be, in certain limited circumstances.

Anti-Takeover Effect of Certain Provisions of Host REIT's Charter and
Bylaws, Maryland Law and the Shareholder Rights Plan. The Articles of
Incorporation (the "Charter") and Bylaws of Host REIT to be effective
upon completion of the merger of Host with and into Host REIT, as well as
provisions of Maryland law, contain certain provisions that could have
the effect of delaying, deferring or preventing a change in control of
Host REIT. These provisions could limit the price that certain investors
might be willing to pay in the future for Common Shares. Certain of these
provisions provide for a staggered board and allow Host REIT to issue,
without shareholder approval, preferred shares or other stock having
rights senior to those of the Common Shares. The Board of Directors also
is authorized, without a vote of shareholders, to classify or reclassify
unissued common or preferred shares into another class or series of
shares. Other provisions impose various procedural and other requirements
that could make it difficult for shareholders to effect certain corporate
actions. The Charter also provides that no person or persons acting as a
group may own more than 9.8% (in number or value) of the outstanding
shares of any class or series of shares of Host REIT. Host REIT also
intends to adopt a Shareholder Rights Plan to replace the existing
stockholder rights plan of Host. Host REIT also will become subject to
the business combination and control share provisions under Maryland law.
Marriott International, Inc. ("Marriott International”) has the right to
purchase up to 20% of each class of Host's outstanding voting stock at
the then fair market value upon the occurrence of certain change of
control (or potential change of control) events involving Host, which
right will continue in effect after the Mergers until June 2017,
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subject to certain limitations intended to protect the REIT status of Host
REIT. See "Certain Provisions of Maryland Law and Host REIT's Charter and
Bylaws."

Effect of Subsequent Events upon Recognition of Gain. Even though the
Limited Partners of the Participating Partnerships (other than those who
elect to receive Common Shares or a Note in exchange for OP Units in
connection with the Mergers) generally are not expected to recognize
significant taxable gain at the time of the Mergers, there are a variety
of events and transactions (including the sale of one or more of the
Hotels or the reduction of indebtedness securing one or more of the
Hotels or, possibly, with respect to the MHP Limited Partners, the
transfer of MHP's interest in the Harbor Beach Resort to a Non-Controlled
Subsidiary in connection with the REIT Conversion in the event that
certain third-party consents to the MHP Merger and the REIT Conversion
are not obtained) that could cause a Limited Partner to recognize all or
a part of the gain that otherwise has been deferred through the REIT
Conversion. See "Federal Income Tax Consequences--Tax Consequences of the
Mergers—--Effect of Subsequent Events." Certain Hotels (including the
Blackstone Hotels) will be covered by agreements with third parties which
will restrict the Operating Partnership's ability to dispose of those
properties or refinance their debt. In addition, if Atlanta Marquis
participates in the Mergers, the Operating Partnership will succeed to an
existing agreement that will restrict its ability to dispose of the
Atlanta Marquis Hotel or to refinance the debt secured by such Hotel
without compensating certain outside partners for the resulting adverse
tax consequences. The partnership agreement of the Operating Partnership,
which is substantially in the form attached hereto as Appendix A (the
"Partnership Agreement"), does not impose any restrictions on the
Operating Partnership's ability to dispose of the Hotels or to refinance
debt secured by the Hotels (but the Operating Partnership is obligated to
pay any taxes Host REIT incurs as a result of such transactions). In
addition, the Partnership Agreement provides that Host REIT, as general
partner of the Operating Partnership, is not required to take into
account the tax consequences of the limited partners in deciding whether
to cause the Operating Partnership to undertake specific transactions
(but the Operating Partnership is obligated to pay any taxes that Host
REIT incurs as a result of such transactions) and the limited partners
have no right to approve or disapprove such transactions. See
"Description of OP Units--Sales of Assets."

Sale of Personal Property May Result in Gain to Limited Partners in
Certain Partnerships. In order to facilitate the participation of Atlanta
Marquis, Desert Springs, Hanover, MHP and PHLP in the Mergers without
adversely affecting Host REIT's qualification as a REIT, the Operating
Partnership will require, as part of the Mergers, that Atlanta Marquis,
Desert Springs, Hanover, MHP and PHLP sell a portion of the personal
property associated with the Hotels owned by such Partnerships to a Non-
Controlled Subsidiary. These sales will be taxable transactions and, with
the exception of the sale by Hanover, may result in an allocation of a
relatively modest amount of ordinary recapture income by each Partnership
to its Limited Partners. This income, if any, will be allocated to each
Limited Partner in the same proportion and to the same extent that such
Limited Partner was allocated any deductions directly or indirectly
giving rise to the treatment of such gains as recapture income. A Limited
Partner who receives such an allocation of recapture income would not be
entitled to any special distribution from his Partnership in connection
with the sale of personal property.

Election to Exchange OP Units for Common Shares. A Limited Partner who
elects to receive Common Shares in exchange for his OP Units in
connection with the Mergers (the "Common Share Election") will be treated
as having made a fully taxable disposition of his OP Units, which likely
would be deemed to occur at the time his right to receive the Common
Shares becomes fixed (which would be January 22, 1999 if the Effective
Date of the Mergers is December 30, 1998). If such Limited Partner has a
"negative capital account" with respect to his Partnership Interest, he
will recognize "phantom income" (i.e., the income recognized would exceed
the value of the Common Shares by the amount of his negative capital
account) . See "Federal Income Tax Consequences--Tax Treatment of Limited
Partners Who Exercise Their Right to Make the Common Share Election or
the Note Election.”" Limited Partners who elect to
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receive Common Shares in connection with the Mergers will not receive the
Crestline common stock or any other portion of the Initial E&P Distribution,
which will have been distributed before they become shareholders of Host
REIT (approximately 25 trading days after the Effective Date of the
Mergers) .

Election to Exchange OP Units for Notes. A Limited Partner who elects to
receive a Note in exchange for his OP Units in connection with the
Mergers (the "Note Election") will be treated as having made a taxable
disposition of his OP Units, which likely would be deemed to occur on the
Effective Date of the Mergers (which currently is expected to occur on
December 30, 1998). A Limited Partner who receives a Note may be eligible
to defer at least a portion, but not all, of that gain under the
"installment sale" rules until principal on the Note is paid. A Limited
Partner with a "negative capital account" with respect to his Partnership
Interest who elects to receive a Note in connection with the Mergers will
recognize "phantom income" in that amount in any event at the time the
taxable disposition is deemed to occur. See "Federal Income Tax
Consequences--Tax Treatment of Limited Partners Who Exercise Their Right
to Make the Common Share Election or the Note Election.”

Failure of Host REIT to Qualify as a REIT for Tax Purposes. Taxation of
Host REIT as a corporation if it fails to qualify as a REIT, and Host
REIT's subsequent liability for federal, state and local taxes on its
income and property, would, among other things, have the effect of
reducing cash available for distribution to Host REIT's shareholders and
materially reducing the value of the Common Shares and OP Units.

Failure of the Operating Partnership to Qualify as a Partnership for Tax
Purposes. Taxation of the Operating Partnership as a corporation if it
fails to qualify as a partnership and the Operating Partnership's
subsequent liability for federal, state and local income taxes would,
among other things, have the effect of reducing cash available for
distribution to holders of OP Units and Common Shares, would cause Host
REIT to fail to qualify as a REIT for tax purposes and would cause the
holders of OP Units to recognize substantial taxable gain at the time the
Operating Partnership ceases to qualify as a partnership.

Failure of the Leases to Qualify as Leases. If one or more of the Leases
of the Hotels to the Lessees were to be disregarded for tax purposes (for
example, because a Lease was determined to lack economic substance), Host
REIT would fail to qualify as a REIT and the Operating Partnership might
be treated as a corporation for federal income tax purposes, which would
have a material adverse impact on the Limited Partners and the value of
the OP Units and the Common Shares.

Change in Tax Laws. No assurance can be provided that new legislation,

Treasury Regulations, administrative interpretations or court decisions
will not significantly change the tax laws with respect to Host REIT's

qualification as a REIT or the federal income tax consequences of such

qualification.

Limited Partners Need to Consult with Their Own Tax Advisors. Because
the specific tax attributes of a Limited Partner and the facts regarding
such Limited Partner's interest in his Partnership could have a material
impact on the tax consequences to such Limited Partner of the Mergers
(including the decision whether to elect to receive Common Shares or a
Note in exchange for OP Units in connection with the Mergers) and the
subsequent ownership and disposition of OP Units, Common Shares or a
Note, it is essential that each Limited Partner consult with his own tax
advisors regarding the application of federal, foreign, state and local
tax laws to such Limited Partner's personal tax situation.

Effect of Possible Classification as a Publicly Traded Partnership on
Passive Losses. There is a significant possibility that the Operating
Partnership could be classified as a "publicly traded partnership," in
which event the Limited Partners would not be able to use suspended
passive activity losses from other investments (including from the
Partnerships) to offset income from the Operating Partnership. It is
estimated that each Limited Partner in Atlanta Marquis, Chicago Suites,
Desert Springs, MDAH and MHP who purchased his Partnership Interest at
the time of the original offering of such
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Interests, has held such Partnership Interest continuously since that time
and whose Partnership Interest has been his only investment in a passive
activity, would have a passive activity loss carryforward as of December 31,
1998.

Host REIT's Substantial Deferred Tax and Contingent Liabilities. Host
REIT will have substantial deferred tax liabilities attributable to
Host's assets and operations that are likely to be recognized in the next
ten years (notwithstanding Host REIT's status as a REIT), and the IRS
could assert substantial additional liabilities for taxes against Host
for taxable years prior to the time Host REIT qualifies as a REIT. Under
the terms of the REIT Conversion and the Partnership Agreement, the
Operating Partnership will be responsible for paying (or reimbursing Host
REIT for the payment of) all such tax liabilities, as well as any other
liabilities (including contingent liabilities and liabilities
attributable to litigation that Host REIT may incur), whether such
liabilities are incurred by reason of Host's activities prior to the REIT
Conversion or the activities of Host REIT subsequent thereto.

THE REIT CONVERSION

The transactions summarized below collectively constitute the REIT
Conversion. If the required shareholder and partner approvals for the various
transactions are obtained and other conditions to the different steps in the
REIT Conversion are satisfied or waived, these transactions are expected to
occur at various times prior to the end of 1998 (or as soon thereafter as
practicable). The Mergers of the Participating Partnerships are expected to
occur at the final stage of the REIT Conversion. The Operating Partnership and
the General Partners are seeking the approval of the Mergers and the related
partnership agreement amendments at this time, in advance of satisfaction of
all other contingencies, in order to determine how the Partnerships will fit
into the UPREIT structure following the REIT Conversion, which Host desires to
implement during 1998 in order to permit Host REIT to qualify as a REIT for its
1999 taxable year. Consummation of the Mergers is not conditioned on the REIT
Conversion being completed in time for Host REIT to elect REIT status effective
January 1, 1999. If the REIT Conversion does not occur in time for Host REIT to
elect REIT status effective January 1, 1999, the effectiveness of Host REIT's
election could be delayed until January 1, 2000, which would result in Host
REIT continuing to pay substantial corporate-level income taxes in 1999 (which
would reduce Host REIT's cash distributions per Common Share but not the
Operating Partnership's cash distributions per OP Unit) and could cause the
Blackstone Acquisition not to be consummated. In view of the complexity of the
REIT Conversion and the number of transactions that must occur to complete the
REIT Conversion, Host and the General Partners believe that it is beneficial
both to the Limited Partners and the shareholders of Host to complete the REIT
Conversion as soon as practicable, even if the REIT Conversion cannot be
completed prior to January 1, 1999. If Host REIT's election to be taxed as a
REIT is not effective on January 1, 1999, Host REIT intends to operate
following the REIT Conversion in a manner that would permit it to qualify as a
REIT at the earliest time practicable, and it might pursue a merger with
another entity or other transaction that would permit it to commence a new
taxable year and elect REIT status prior to January 1, 2000. Host REIT in any
event would elect to be treated as a REIT for federal income tax purposes not
later than its taxable year commencingJanuary 1, 2000. It is a condition to the
Mergers that they be completed by June 30, 1999, unless the General Partners
and the Operating Partnership mutually agree to extend that deadline to a date
no later thanDecember 31, 1999.

Contribution of Host's Lodging Assets to the Operating Partnership. As a
preliminary step, at various times during 1998, Host will contribute its
wholly owned full-service hotel assets, its interests in the Hotel
Partnerships (other than its interests in the General Partners, who will
remain in existence as subsidiaries of Host REIT and will receive OP
Units in the Mergers) and its other assets (excluding its senior living
assets and the cash or other consideration to be distributed in
connection with the Initial E&P Distribution and certain other de minimis
assets that cannot be contributed to the Operating Partnership) to the
Operating Partnership in exchange for (i) a number of OP Units equal to
the number of outstanding shares of common stock of Host at the time of
the REIT Conversion (reduced by the number of OP Units to be received by
the General Partners and other subsidiaries of Host in the Mergers),

(ii) preferred partnership
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interests in the Operating Partnership corresponding to any shares of Host
preferred stock outstanding at the time of the REIT Conversion and (iii) the
assumption by the Operating Partnership of all liabilities of Host
(including past and future contingent liabilities), other than liabilities
of Crestline. Following these contributions, the Operating Partnership and
its subsidiaries will directly or indirectly own all of Host's wholly owned
hotels, substantially all of Host's interests in the Hotel Partnerships and
all of Host's other assets (excluding its senior living assets and the cash
or other consideration to be distributed in connection with the Initial E&P
Distribution and certain other de minimis assets that cannot be contributed
to the Operating Partnership).

Debt Refinancing. In August 1998, Host refinanced $1.55 billion of
outstanding public bonds (the "Bond Refinancing") through offers to
purchase such debt securities for cash and a concurrent solicitation of
consents to amend the terms of the debt securities to facilitate the
transactions constituting the REIT Conversion. Host obtained the funds
for the Bond Refinancing primarily from the issuance of new debt
securities and a new $1.25 billion credit facility (the "New Credit
Facility"). See "Business and Properties--Indebtedness."

Treatment of Convertible Preferred Securities. In the REIT Conversion,
the Operating Partnership will assume primary liability for repayment of
the $567 million of convertible subordinated debentures of Host
underlying the $550 million of outstanding Quarterly Income Preferred
Securities of Host ("Convertible Preferred Securities"). As the successor
to Host, Host REIT also will be liable on the debentures and the
debentures will become convertible into Common Shares, but the Operating
Partnership will have primary responsibility for payment of the
debentures, including all costs of conversion. Upon conversion by a
Convertible Preferred Securities holder, the Operating Partnership will
acquire Common Shares from Host REIT in exchange for an equal number of
OP Units and distribute the Common Shares to the Convertible Preferred
Securities holder. As a result of the distribution of Crestline common
stock and the cash or other consideration to Host REIT shareholders in
connection with the Initial E&P Distribution, the conversion ratio of the
Convertible Preferred Securities will be adjusted to take into account
certain effects of the REIT Conversion. See "Business and Properties--
Indebtedness."

The Mergers. On the Effective Date, each Participating Partnership will
merge with a Merger Partnership. The Participating Partnerships will be
the surviving entities of the Mergers and will continue in existence as
indirect subsidiaries of the Operating Partnership. In the Mergers, each
Limited Partner will receive a number of OP Units with a deemed value
equal to the Exchange Value of his respective Partnership Interests. If a
Limited Partner elects to receive Common Shares or a Note in exchange for
OP Units in connection with the Mergers, such Limited Partner will, upon
receipt of his OP Units, tender (or be deemed to tender) all of such OP
Units to Host REIT in exchange for an equal number of Common Shares or to
the Operating Partnership in exchange for a Note with a principal amount
equal to the Note Election Amount of his Partnership Interests. The
General Partners and other subsidiaries of Host will also receive OP
Units in exchange for their interests in the Partnerships and the General
Partners will continue as wholly owned direct or indirect subsidiaries of
Host REIT. Partnerships that do not participate in a Merger will continue
as separate partnerships, but the Operating Partnership would contribute
some or all of the interests in certain of these Partnerships (such as
Atlanta Marquis, Desert Springs, Hanover, MHP and MHP2) that it receives
from Host and its subsidiaries to a Non-Controlled Subsidiary.

Restructuring of the Private Partnerships. The Operating Partnership will
acquire the partnership interests from unaffiliated partners of four
Private Partnerships in exchange for OP Units and, accordingly, will own
all of the interests in those Private Partnerships. For the remaining
Private Partnerships, (i) the Operating Partnership will be a partner in
the partnership if the unaffiliated partners consent to a lease of the
partnership's Hotel(s) to a Lessee or (ii) if the requisite consents to
enter into a lease are not obtained, the Operating Partnership may
transfer its interest in such partnership to a Non-Controlled Subsidiary.
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The Blackstone Acquisition. Subject to various terms and conditions, the
Operating Partnership expects to acquire from the Blackstone Entities
ownership of, or controlling interests in, twelve hotels and two mortgage
loans, one secured by one of the acquired hotels and one secured by an
additional hotel. In addition, Host REIT will acquire a 25% interest in
the Swissotel management company from the Blackstone Entities, which Host
REIT will transfer to Crestline. If the Blackstone Acquisition is
consummated, the Operating Partnership expects to issue approximately
43.7 million OP Units (based upon a negotiated value of $20.00 per OP
Unit), assume debt and make cash payments totaling approximately $862
million and distribute up to 18% of the shares of Crestline common stock
and other consideration to the Blackstone Entities.

Contribution of Assets to Non-Controlled Subsidiaries. The Operating
Partnership will organize the Non-Controlled Subsidiaries to hold various
assets (not exceeding, in the aggregate, 20% by value of the assets of
the Operating Partnership) contributed by Host and its subsidiaries to
the Operating Partnership. The direct ownership of most of these assets
by the Operating Partnership could jeopardize Host REIT's status as a
REIT. These assets primarily will consist of partnership or other
interests in hotels which are not leased, certain furniture, fixtures and
equipment used in the Hotels and certain international hotels in which
Host owns interests. In exchange for the contribution of these assets to
the Non-Controlled Subsidiaries, the Operating Partnership will receive
nonvoting common stock representing 95% of the total economic interests
of the Non-Controlled Subsidiaries. In addition, the Operating
Partnership and, prior to the Mergers, Atlanta Marquis, Desert Springs,
Hanover, MHP and PHLP (assuming they participate in the Mergers) will
sell to a Non-Controlled Subsidiary an estimated $200 million in value of
personal property associated with certain Hotels for notes or cash that
has been contributed or loaned to the Non-Controlled Subsidiary by the
Operating Partnership, or a combination thereof. The Operating
Partnership could not lease this personal property to the Lessees without
potentially jeopardizing Host REIT's qualification as a REIT. The Non-
Controlled Subsidiary will lease such personal property to the applicable
Lessees. The Host Marriott Employee Statutory Trust, the beneficiaries of
which will be certain employees of Host REIT and a designated charity
(the "Host Employee Trust"), and possibly certain other investors will
acquire all of the voting common stock representing the remaining 5% of
the total economic interests, and 100% of the control, of each Non-
Controlled Subsidiary. See "The Mergers and the REIT Conversion--The REIT
Conversion."

Leases of Hotels. The Operating Partnership, its subsidiaries and its
controlled partnerships, including the Participating Partnerships, will
lease virtually all of their Hotels to the Lessees pursuant to leases
with initial terms ranging generally from seven to ten years (the
"Leases"). See "Business and Properties--The Leases." The leased Hotels
will be operated by the Lessees under their existing brand names pursuant
to their existing long-term Management Agreements, which will be assigned
to the Lessees for the terms of the applicable Leases, but under which
the Operating Partnership will remain obligated. See "Business and
Properties--The Management Agreements."

Host REIT Merger and Initial E&P Distribution. Host will merge into Host
REIT upon obtaining shareholder approval of the merger. Pursuant to the
merger agreement, Host shareholders will receive, for each share of Host
common stock, one Host REIT Common Share. In connection with the REIT
Conversion, Host or Host REIT will make the Initial E&P Distribution. The
aggregate value of the Crestline common stock and the cash or other
consideration to be distributed to Host or Host REIT shareholders and the
Blackstone Entities is currently estimated to be approximately $525
million to $625 million (approximately $2.10 to $2.50 per share to the
Host or Host REIT shareholders). The actual amount of the distribution
will be based in part upon the estimated amount of accumulated earnings
and profits of Host as of the last day of its taxable year in which the
Host merger into Host REIT is consummated. To the extent that the
distributions made in connection with the Initial E&P Distribution are
not sufficient to eliminate Host's estimated accumulated earnings and
profits, Host REIT will make one or more additional taxable distributions
to its shareholders (in the form of cash or securities) prior to
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the last day of its first full taxable year as a REIT (currently expected
to be December 31, 1999) in an amount intended to be sufficient to
eliminate such earnings and profits, and the Operating Partnership will
make corresponding distributions to all holders of OP Units (including
Host REIT) in an amount sufficient to permit Host REIT to make such
additional distributions. See "The Mergers and the REIT Conversion--The
REIT Conversion--Host REIT Merger and Initial E&P Distribution." Limited
Partners who elect to receive Common Shares in connection with the Mergers
will not receive the Crestline common stock or any other portion of the
Initial E&P Distribution, which will have been distributed before they
become shareholders of Host REIT (approximately 25 trading days after the
Effective Date of the Mergers). In addition, under the terms of the
Blackstone Acquisition, the Blackstone Entities are entitled to receive a
pro rata portion of the same consideration received by Host REIT's
shareholders in connection with the Initial E&P Distribution except to the
extent the Blackstone Entities elected to receive additional OP Units in
lieu thereof. The payment to the Blackstone Entities of Crestline common
stock and other consideration is expected to be approximately $90 million
to $110 million if the REIT Conversion and the Blackstone Acquisition are
consummated.
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Following the REIT Conversion, assuming the Full Participation Scenario, the
organizational structure of Host REIT is expected to be as follows:

[FLOW CHART APPEARS HERE]
Represents Limited Partners and others who retain OP Units and do not elect
to receive Common Shares or Notes; excludes Host and its subsidiaries.
Percentage ownership in the Operating Partnership assumes all Limited
Partners elect to retain OP Units.
Also will include Limited Partners who elect to receive Common Shares in
exchange for the OP Units received in the Mergers. Immediately following
the merger of Host into Host REIT and the distribution by Host or Host REIT
of Crestline common stock to its shareholders and the Blackstone Entities,
the shareholders of Crestline will consist of the shareholders of Host REIT
(other than Limited Partners who elect to receive Common Shares in
connection with the Mergers) and the Blackstone Entities. The common
ownership of the two public companies, however, will diverge over time.
Percentage ownership in the Operating Partnership assumes no Limited
Partners elect to receive either Common Shares or Notes in connection with
the Mergers and that the price per Common Share is $15.50, which is the
maximum price per OP Unit for purposes of the Mergers.
The Operating Partnership will own all or substantially all of the equity
interests in the Participating Partnerships, certain Private Partnerships
and other Host subsidiaries that own Hotels, both directly and through
other direct or indirect, wholly owned subsidiaries of the Operating
Partnership or Host REIT. Host will contribute its partial equity interests
in the Non-Participating Partnerships and those Private Partnerships whose
partners have not elected to exchange their interests for OP Units to the
Operating Partnership, and the Operating Partnership will either hold such
partial interests or contribute them to the Non-Controlled Subsidiaries.
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Ownership Interests in the Operating Partnership Following the Mergers and
the REIT Conversion. Following the Mergers and the REIT Conversion, the
Operating Partnership is expected to be owned as set forth below:

OWNERSHIP OF THE OPERATING PARTNERSHIP

ENTITY PERCENTAGE INTEREST (1)
B L S 2 75.8%
Limited Partners of the Partnerships.................. 6.9
Private Partnerships. ...ttt ienaeennns 1.1
Blackstone Entities. ...ttt iineieneenn 16.2

B N 100.0%

(1) Assumes that all Partnerships participate in the Mergers, that the
Blackstone Acquisition is consummated, that all Limited Partners elect to
retain OP Units and that the price of an OP Unit is $15.50, which is the
maximum price for purposes of the Mergers. The percentage interest of Host
REIT will increase, and the percentage interest of the Limited Partners
will decrease, if Limited Partners elect to receive Common Shares or Notes
in exchange for their OP Units in connection with the Mergers.

THE MERGERS

Issuance of OP Units. If Limited Partners holding the requisite percentage of
outstanding Partnership Interests in a Partnership vote to approve a Merger and
certain related amendments to the Partnership's partnership agreement, then
such Participating Partnership will merge with a Merger Partnership, with the
Participating Partnership being the surviving entity. Each Limited Partner of
the Participating Partnership will receive OP Units with a deemed value equal
to the Exchange Value of such Limited Partner's Partnership Interests. Limited
Partners who retain OP Units will be issued such OP Units promptly following
the twentieth trading day following the Effective Date. The General Partners
and other Host subsidiaries that own limited partner interests in the
Partnerships also will receive OP Units in exchange for their general and
limited partner interests in the Partnerships, respectively. The price
attributed to an OP Unit, the Exchange Value of each Partnership and the
allocation of OP Units will be established in the manner described in detail
under "Determination of Exchange Values and Allocation of OP Units."

Unit Redemption Right. Beginning one year after the Mergers, Limited Partners
who retain OP Units will have the right to redeem their OP Units at any time,
upon ten business days' notice to the Operating Partnership, and receive, at
the election of Host REIT, either Common Shares of Host REIT on a one-for-one
basis (subject to adjustment) or cash in an amount equal to the market value of
such shares ( the "Unit Redemption Right"). Limited Partners must redeem at
least 1,000 OP Units (or all remaining OP Units owned by the holder of OP Units
if less than 1,000 OP Units) each time the Unit Redemption Right is exercised.
See "Description of OP Units--Unit Redemption Right."

Right to Exchange OP Units for Common Shares. At any time during the period
commencing on the date hereof and ending at 5:00 p.m., Eastern time, on the
fifteenth trading day after the Effective Date (the "Election Period"), Limited
Partners can elect (or revoke any such election previously made) to tender all
of the OP Units they will receive in a Merger (if their Partnership approves
the Merger) to Host REIT in exchange for an equal number of Common Shares. The
Common Shares, which will be issued promptly following the twentieth trading
day after the Effective Date of the Mergers, will be freely tradeable and
listed on the NYSE. A Limited Partner who makes the Common Share Election will
be treated as having made a taxable disposition of his OP Units, which likely
would be deemed to occur at the time his right to receive the Common Shares
becomes fixed (which would be January 22, 1999 if the Effective Date of the
Mergers is December 30, 1998). See "Description of Capital Stock" and "Federal
Income Tax Consequences--Tax Treatment of Limited Partners Who Exercise Their
Right to Make the Common Share Election or the Note Election."
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Right to Exchange OP Units for Notes. At any time during the Election Period,
Limited Partners can elect (or revoke any such election previously made) to
tender all of the OP Units they will receive in a Merger (if their Partnership
approves the Merger) to the Operating Partnership in exchange for a Note. The
principal amount of the Note received by a Limited Partner will be equal to the
Note Election Amount of his Partnership Interest, which will be less than the
value of the OP Units that such Limited Partner otherwise would have received
(because the Note Election Amount will be less than the Exchange Value for all
Partnerships). The Notes will be issued promptly following the twentieth
trading day after the Effective Date of the Mergers. Holders of Notes will
receive interest payments on a semi-annual basis on June 15 and December 15 of
each year at the rate of 6.56% per annum from and after the Effective Date of
the Mergers. A Limited Partner who makes the Note Election will be treated as
having made a taxable disposition of his OP Units, which likely would be deemed
to occur on the Effective Date of the Mergers (which currently is expected to
occur on December 30, 1998). See "Description of the Notes" and "Federal Income
Tax Consequences--Tax Treatment of Limited Partners Who Exercise Their Right to
Make the Common Share Election or the Note Election.”

Distribution Policy. The Operating Partnership and Host REIT intend to pay
regular quarterly distributions to holders of OP Units and Common Shares,
respectively. Host REIT and the Operating Partnership anticipate that
distributions will be paid during January, April, July and October of each
year, except that the first distribution in 1999 is expected to be paid at the
end of February if the REIT Conversion is completed in 1998.

The Operating Partnership intends to distribute an amount that will enable
Host REIT to distribute to its shareholders an amount equal to 100% of its
taxable income (other than capital gains, which will be addressed on a case-by-
case basis) for each year no later than the end of January of the following
year. The Operating Partnership anticipates that distributions generally will
be paid from cash available for distribution (generally equal to cash from
operations less capital expenditures and principal amortization on
indebtedness); however, to the extent that cash available for distribution is
insufficient to make such distributions, the Operating Partnership intends to
borrow funds in order to make distributions consistent with this policy.

Based upon Host's preliminary estimates of Host REIT's taxable income for the
twelve months ending December 31, 1999, Host and the Operating Partnership
currently estimate that this policy will result in an initial annual
distribution by the Operating Partnership of approximately $0.84 per OP Unit
($0.21 per quarter) during the twelve months ending December 31, 1999. If
Host's preliminary estimate of $226 million of cash distributions by the
Operating Partnership during the twelve months ending December 31, 1999 proves
accurate but the Operating Partnership's cash available for distribution were
only equal to its estimated cash available for distribution ($163 million) and
cash from contingent rents ($54 million) during 1999 totaling $217 million,
then the Operating Partnership would be required to borrow approximately $9
million (or $0.04 per OP Unit) to make such distributions. Moreover, if
estimated cash from contingent rents were less than $54 million, then the
Operating Partnership also would be required to borrow any such shortfall in
order to make such distributions. While the Operating Partnership does not
believe this will be necessary, it believes it would be able to borrow the
necessary amounts under the New Credit Facility or from other sources and that
any such borrowing would not have a material adverse effect on its financial
condition or results of operations.

The distributions to shareholders per Common Share are expected to be in an
amount equal to the amount distributed by the Operating Partnership per OP
Unit. However, if the REIT Conversion is not completed until after January 1,
1999, then Host REIT's distributions to shareholders in 1999 would be lower
than the Operating Partnership's distributions per OP Unit (by the amount of
Host REIT's 1999 corporate income tax payments) until its REIT election becomes
effective, which would be no later than January 1, 2000. The Operating
Partnership intends to make distributions during 1999 at the estimated level of
$0.84 per OP Unit even if the REIT election of Host REIT were not effective
until January 1, 2000, which would result in estimated distributions by Host
REIT (after estimated federal and state income tax payments) of $0.52 per
Common Share for the full year 1999.

Distributions will be made in the discretion of the Board of Directors of
Host REIT and will be affected by a number of factors, many of which are beyond
the control of Host REIT and the Operating Partnership. In order to maintain
its qualification as a REIT under the Code, Host REIT is required to distribute
(within a certain
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period after the end of each year) at least 95% of its REIT taxable income for
such year. See "Distribution and Other Policies--Distribution Policy." Host
REIT and the Operating Partnership intend to establish a dividend reinvestment
plan.

1998 Partnership Distributions. Limited Partners at the Effective Date of the
Mergers who retain OP Units will receive cash distributions from their
respective Partnerships for all of 1998 and, if the Mergers do not occur in
1998, any portion of 1999 prior to the Mergers for which they do not receive a
cash distribution from the Operating Partnership. Cash distributions will be
made by each Partnership in accordance with its partnership agreement on or
before June 1, 1999 in respect of 1998 operations and, if the Mergers do not
occur prior to January 1, 1999, within 90 days after the Effective Date of the
Mergers in respect of any 1999 operations. The General Partners of Chicago
Suites, Hanover, MDAH and PHLP do not expect that these Partnerships will make
any distributions in respect of 1998 operations. Limited Partners at the
Effective Date of the Mergers who receive Common Shares in exchange for OP
Units pursuant to the Common Share Election will participate in the same
distributions from the Partnerships as Limited Partners who retain OP Units and
will receive distributions from Host REIT with respect to periods after their
Common Shares are issued, which distributions are expected to equal the amount
distributed with respect to the OP Units for such periods (although Host REIT's
distributions to shareholders would be lower than the Operating Partnership's
distributions to holders of OP Units (by the amount of Host REIT's 1999
corporate income tax payments) if the REIT Conversion does not occur in 1998
and Host REIT is unable to elect REIT status effective January 1, 1999).
Neither the Operating Partnership nor Host REIT anticipates making
distributions after the Effective Date of the Mergers and prior to the issuance
of Common Shares to those Limited Partners who elect to exchange their OP Units
for Common Shares. Limited Partners at the Effective Date of the Mergers who
receive a Note in exchange for OP Units pursuant to the Note Election will
participate in the same distributions from the Partnerships as Limited Partners
who retain OP Units but will not receive any distributions from the Operating
Partnership with respect to periods after the Notes are issued.

Ownership Interests of Host in the Partnerships. The table below sets forth
the current ownership interests of Host in the Partnerships. Following the REIT
Conversion, assuming all of the Partnerships participate in the Mergers, the
Partnerships will be owned by the Operating Partnership.

PARTNERSHIP LIMITED PARTNER INTERESTS GENERAL PARTNER INTERESTS
Atlanta Marquis.......... Class A 0.28% 1.00%
Class B 100.00

Chicago Suites........... 0.00 1.00

Desert Springs........... 0.00 1.00
Hanover........oovueviuen. 47.62 5.00

MDAH. ..t vttt iiiieeneennn 0.60 1.00

MHP. .ot i ettt iieiieeeee 48.33 1.00

MHP2 . ittt et eeeeeeeeeen 52.75 1.00

PHLP. .t ittt it eie e eee 0.06 1.00

Limited Partner Vote Required for the Mergers. In the case of Atlanta
Marquis, a majority of Class A limited partner interests must be present in
person or by proxy to establish a quorum and must vote to approve the Merger.
Host and its affiliates own 0.28% of the outstanding Class A limited partner
interests and will vote them in favor of the Merger. In the case of each of
Chicago Suites and PHLP, the approval required for each Merger is a majority of
the outstanding limited partner interests in such Partnership. Host owns no
limited partner interests in Chicago Suites and will vote its 0.06% limited
partner interests in PHLP in favor of the Merger. In MDAH, a majority of
limited partner interests must vote to approve the Merger. Host is not entitled
to vote its 0.60% limited partner interest in MDAH on the Merger. In the case
of Desert Springs, Hanover, MHP and MHP2, a majority of the limited partner
interests held by Limited Partners must be present in person or by proxy for
the vote to be recognized and a majority of the limited partner interests
actually voting on the Merger must vote for the Merger to approve it. Host is
required to vote all of its limited partner interests in Hanover, MHP and MHP2
in the same manner as the majority of the other limited partner interests
actually voting on the matter
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vote. Host or its subsidiaries own a 47.62%, 48.33% and 52.75% limited partner
interest in Hanover, MHP and MHP2, respectively. Host does not own any limited
partner interests in Desert Springs. The approval of the Merger by the
requisite percentage of limited partner interests of a Partnership will cause
the Partnership to participate in the Merger so long as the amendments to the
partnership agreement are also approved and will bind all Limited Partners of
such Partnership, including Limited Partners who voted against or abstained
from voting with respect to the Merger. See "Voting Procedures--Limited Partner
Required Vote and Other Conditions--Required Limited Partner Vote for the
Mergers."

Amendments to the Partnership Agreements. In order to consummate each Merger
as currently proposed, there are a number of amendments required to be made to
the partnership agreements of the Partnerships. Limited Partners must vote
separately on the Merger and the amendments to the partnership agreement, but
the Merger will not be consummated unless both the Merger and the amendments to
the partnership agreement are approved. The effectiveness of such amendments
will be conditioned upon the Partnership's participation in a Merger. The
required amendments generally include: (i) permitting the Partnership to enter
into the Leases with the Lessees; (ii) reducing to one the number of appraisals
of the fair market value of a Partnership's Hotel(s) that the Partnership must
obtain before the General Partner can cause a Partnership to sell its assets to
the General Partner or an affiliate; and (iii) other amendments required to
allow the transactions constituting the Mergers or otherwise necessary or
desirable to consummate the Mergers or the REIT Conversion.

Limited Partner Vote Required for the Amendments to the Partnership
Agreements. In the case of Atlanta Marquis, a majority of Class A limited
partner interests must be present in person or by proxy to establish a quorum
and must vote to approve the amendments to the partnership agreement. Host and
its affiliates own 0.28% of the outstanding Class A limited partner interests
and will vote them in favor of the amendments. In the case of each of Chicago
Suites and PHLP, the approval required for the amendments to the partnership
agreement is a majority of the outstanding limited partner interests in such
Partnership. Host owns no limited partner interests in Chicago Suites and will
vote its 0.06% limited partner interests in PHLP in favor of the amendments. In
MDAH, a majority of limited partner interests must vote to approve the
amendments to the partnership agreement. Host is not entitled to vote its 0.60%
limited partner interest in MDAH on the amendments. In the case of Desert
Springs, Hanover, MHP and MHP2, a majority of the limited partner interests
held by Limited Partners must be present in person or by proxy for the vote to
be recognized and a majority of the limited partner interests actually voting
on the amendments to the partnership agreements must vote for the amendments to
the partnership agreements to approve them. Host is required to vote all of its
limited partner interests in Hanover, MHP and MHP2 in the same manner as the
majority of the other limited partner interests actually voting on the matter
vote. Host or its subsidiaries own a 47.62%, 48.33% and 52.75% limited partner
interest in Hanover, MHP and MHP2, respectively. Host does not own any limited
partner interests in Desert Springs. See "Voting Procedures--Required Limited
Partner Vote and Other Conditions--Required Limited Partner Vote for the
Amendments to the Partnership Agreements."

Effective Time of the Mergers. The effective time of each Merger (the
"Effective Time") will be after the merger of Host into Host REIT becomes
effective and the shares of Crestline common stock and other consideration are
distributed to Host or Host REIT's shareholders in connection with the Initial
E&P Distribution, which is expected to occur during the final stage of the REIT
Conversion. The Effective Time currently is expected to occur on or about
December 30, 1998, subject to satisfaction or waiver of the conditions to the
Mergers, but there is no assurance that it will occur at such time.

Conditions to Consummation of the Mergers. Participation by each Partnership
in a Merger is subject to the satisfaction or waiver of certain conditions,
including, among others:

Limited Partner Approvals. Limited Partners holding the requisite
percentage of Partnership Interests in such Partnership shall have
approved the Merger and the amendments to the partnership agreement (as
described above) .
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Host Shareholder Approval. Shareholders owning 66 2/3% of the outstanding
shares of Host's common stock shall have approved the merger of Host into
Host REIT and such merger shall have been consummated.

REIT Qualification. Host's Board of Directors shall have determined,
based upon the advice of counsel, that Host REIT can elect to be treated
as a REIT for federal income tax purposes effective no later than the
first full taxable year commencing after the REIT Conversion is completed
(which might not be until the year commencing January 1, 2000 if the REIT
Conversion is not completed until after December 31, 1998), and Host REIT
shall have received an opinion of counsel substantially to such effect.

NYSE Listing. The Common Shares shall have been listed on the NYSE.

Third-Party Consents. All required governmental and other third-party
consents to the Mergers and the REIT Conversion, including consents of
lenders, Marriott International and certain of its subsidiaries and
ground lessors and consents to transfer material operating licenses and
permits and the Management Agreements, shall have been received, except
for such consents as would not reasonably be expected to have a material
adverse effect on the business, financial condition or results of
operations of Host REIT, the Operating Partnership and their subsidiaries
taken as a whole.

No Adverse Tax Legislation. The United States Congress shall not have
enacted legislation, or proposed legislation with a reasonable
possibility of being enacted, that would have the effect of (i)
substantially impairing the ability of Host REIT to qualify as a REIT or
the Operating Partnership to qualify as a partnership, (ii) substantially
increasing the federal tax liabilities of Host REIT resulting from the
REIT Conversion or (iii) substantially reducing the expected benefits to
Host REIT resulting from the REIT Conversion. The determination that this
condition has been satisfied will be made by Host, in its discretion.

Completion of Mergers by June 30, 1999. The Mergers must have been
completed by June 30, 1999, unless the Operating Partnership and the
General Partners have mutually agreed to extend the deadline to a date no
later than December 31, 1999.

The obligation of the Operating Partnership to consummate a Merger is subject

to satisfaction or waiver of the same or similar conditions.

Merger Expenses. All costs and expenses incurred in connection with the
proposed Mergers (the "Merger Expenses"), whether or not the Mergers are
approved by the Partnerships, will be borne by the Operating Partnership,
although in certain instances, transfer and recordation taxes and fees are
reflected in the Exchange Values and Note Election Amounts. The Operating
Partnership also will bear all other costs and expenses incurred by Host and
its subsidiaries in connection with the REIT Conversion (the "REIT Conversion
Expenses"). See "The Mergers and the REIT Conversion--Expenses."

REASONS FOR THE MERGERS
The Mergers are being proposed at this time for three principal reasons:

First, the General Partners believe that the expected benefits of the
Mergers to the Limited Partners, as set forth below, outweigh the risks
of the Mergers to the Limited Partners, as set forth in "Risk Factors."

Second, the General Partners believe that participation in the REIT
Conversion through the Mergers is better for the Limited Partners than
the alternatives of continuing each Partnership as a standalone entity,
liquidating the Partnership, reorganizing the Partnership into a separate
REIT or pursuing a merger of one or more Partnerships with another REIT
or UPREIT, especially in light of the opportunity to receive OP Units,
Common Shares or Notes in connection with the Mergers. See "Determination
of Exchange Values and Allocation of OP Units" and "Background and
Reasons for the Mergers and the REIT Conversion--Alternatives to the
Mergers."
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Third, Host is proposing the Mergers at this time to each Partnership
because consummation of the Merger as to each Partnership will enable
Host to obtain the full benefits of the REIT Conversion with respect to
its interests in such Partnership, while also giving the other partners
of the Partnership the opportunity to enjoy the benefits of the REIT
Conversion. See "Risk Factors--Risks and Effects of the Mergers--
Conflicts of Interest--Substantial Benefits to Related Parties."

The expected benefits from the Mergers to the Limited Partners include the
following:

Liquidity. The REIT Conversion will offer Limited Partners liquidity with
respect to their investments in the Partnerships because Limited Partners
can receive freely tradeable Host REIT Common Shares by electing to
exchange OP Units for Common Shares in connection with the Mergers or,
for those Limited Partners who retain OP Units, at any time commencing
one year following the Mergers, by exercising their Unit Redemption
Right, subject to certain limited exceptions. Host has approximately 204
million shares of common stock outstanding and is expected to have a
total common equity market capitalization of approximately $3.4 billion
after giving effect to the Initial E&P Distribution (based on a price of
$12.50 per Host REIT Common Share). The election to exchange OP Units for
Common Shares in connection with the Mergers or the exercise of the Unit
Redemption Right, however, generally would result in recognition of
taxable income or gain.

Regular Quarterly Cash Distributions. The General Partners expect that
the Operating Partnership will make regular quarterly cash distributions
to holders of OP Units and that Host REIT will make regular quarterly
cash distributions to holders of Common Shares. Host expects that these
distributions will be higher than the estimated cash distributions from
operations during 1998 of all Partnerships except MHP and MHP2, and in
any event, the ability to receive distributions quarterly and in regular
amounts would be enhanced. For additional information regarding
historical and estimated future distributions for the Partnerships, see
"Background and Reasons for the Mergers and the REIT Conversion--Reasons
for the Mergers."

Substantial Tax Deferral for Limited Partners Not Electing to Exchange OP
Units for Common Shares or Notes. The General Partners expect that
Limited Partners of the Participating Partnerships who do not elect to
receive Common Shares or Notes in exchange for OP Units in connection
with the Mergers generally should be able to obtain the benefits of the
Mergers while continuing to defer recognition for federal income tax
purposes of at least a substantial portion, if not all, of the gain with
respect to their Partnership Interests that otherwise would be recognized
in the event of a liquidation of the Partnership or a sale or other
disposition of its assets in a taxable transaction (although Limited
Partners in Atlanta Marquis, Desert Springs, MHP and PHLP may recognize a
relatively modest amount of ordinary income as the result of required
sales of personal property by each such Partnership to a Non-Controlled
Subsidiary in order to facilitate Host REIT's qualification as a REIT).
Thereafter, such Limited Partners generally should be able to defer at
least a substantial portion of such built-in gain until they elect to
exercise their Unit Redemption Right or one or more of the Hotels
currently owned by their Partnership are sold or otherwise disposed of in
a taxable transaction by the Operating Partnership or the debt now
secured by such Hotels is repaid, prepaid or substantially reduced. The
federal income tax consequences of the Mergers are highly complex and,
with respect to each Limited Partner, are dependent upon many variables,
including the particular circumstances of such Limited Partner. See
"Federal Income Tax Consequences--Tax Consequences of the Mergers." Each
Limited Partner is urged to consult with his own tax advisors as to the
consequences of a Merger in light of his particular circumstances.

Risk Diversification. Participation in a Merger, as well as future hotel
acquisitions by the Operating Partnership, will reduce the dependence
upon the performance of, and the exposure to the risks associated with,
any particular Hotel or group of Hotels currently owned by an individual
Partnership and spread such risk over a broader and more varied
portfolio, including more diverse geographic locations and multiple
brands. See "Business and Properties--Business Objectives."
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Reduction in Leverage and Interest Costs. It is expected that the
Operating Partnership will have a leverage to value ratio (approximately
62%) that is lower than the leverage to value ratios for five of the
Partnerships (Atlanta Marquis, Chicago Suites, Desert Springs, Hanover
and PHLP), and that is not significantly different than the leverage
ratios for MDAH, MHP and MHP2.

Growth Potential. The General Partners believe that the Limited Partners,
by directly or indirectly owning interests in a publicly traded real
estate company focused primarily on a more diverse and growing upscale
and luxury full-service hotel portfolio, will be able to participate in
growth opportunities that would not otherwise be available to them.

Greater Access to Capital. With publicly traded equity securities, a
larger base of assets and a substantially greater equity value than any
of the Partnerships individually, Host REIT expects to have greater
access to the capital necessary to fund the Operating Partnership's
operations and to consummate acquisitions on more attractive terms than
would be available to any of the Partnerships individually. This greater
access to capital should provide greater financial stability to the
Operating Partnership and reduce the level of risk associated with
refinancing existing loans upon maturity, as compared to the Partnerships
individually.

Public Market Valuation of Assets. In most instances, the units of
limited partnership interest of each Partnership ("Partnership Units")
currently trade at a discount to the net asset value of the Partnership's
assets. The General Partners believe that by exchanging interests in
their existing, non-traded, finite-life limited partnerships with a fixed
portfolio for interests in an ongoing real estate company focused
primarily on a more diverse and growing full-service hotel portfolio and
providing valuation based upon publicly traded Common Shares of Host
REIT, the Limited Partners will have the opportunity to participate in
the recent trend toward ownership of real estate through a publicly
traded entity, which, in many instances (although not currently), has
resulted at various times in market valuations of public real estate
companies in excess of the estimated net asset values of those companies.
There can be no assurance, however, that the Common Shares of Host REIT
will trade at a premium to the private market values of the Operating
Partnership's assets or that they will not trade at a discount to private
market values. Also, the benefit of Host's conversion to a REIT will not
be shared by the Limited Partners if and to the extent that such benefit
is reflected in the market valuation of Host's common stock prior to the
REIT Conversion.

DETERMINATION OF EXCHANGE VALUES AND ALLOCATION OF OP UNITS

Following consummation of the REIT Conversion, OP Units are expected to be
owned by the following groups:

Host REIT, which will own a number of OP Units equal to the number of
outstanding Common Shares of Host REIT. These OP Units will consist of
(i) the OP Units to be acquired in exchange for the contribution of
Host's full-service hotel assets and other assets (excluding its senior
living assets and the cash or other consideration to be distributed to
shareholders of Host or Host REIT and certain other de minimis assets),
subject to all liabilities of Host (including past and future contingent
liabilities), other than liabilities of Crestline, (ii) the OP Units to
be received by the General Partners and other Host subsidiaries with
respect to their interests in the Partnerships and (iii) the OP Units to
be acquired from Limited Partners who elect to receive Common Shares in
connection with the Mergers. The OP Units received by the General
Partners and other Host subsidiaries attributable to their interests in
the Partnerships will be valued in the same manner as the OP Units
attributable to the Limited Partners and will be determined in accordance
with the distribution provisions in the partnership agreements of the
Partnerships. On a pro forma basis, as of June 19, 1998, Host REIT would
have owned approximately 204 million OP Units, based upon the number of
outstanding shares of Host common stock at that time, of which the
General Partners and other Host subsidiaries would have owned
approximately 17.7 million OP Units received with respect to their
interests in the Partnerships. If Host issues any shares of preferred
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stock prior to the REIT Conversion, Host REIT also will own a number of
preferred partnership interests in the Operating Partnership equal to the
number of outstanding shares of preferred stock.

The Blackstone Entities, which will receive approximately 43.7 million OP
Units in exchange for the contribution of the Blackstone Hotels and
certain other related assets, subject to certain liabilities.

Limited Partners of the Participating Partnerships, who will receive in
the Mergers a number of OP Units based upon the Exchange Values of their
respective Partnership Interests and the price per OP Unit (other than
Limited Partners who elect to exchange such OP Units for Common Shares or
Notes) .

Partners unaffiliated with Host in four Private Partnerships, who have
agreed to exchange their interests in their Private Partnerships for OP
Units based upon the value of their interests in their Private
Partnerships, as determined by negotiation with Host.

In the Mergers, the Limited Partners of each Participating Partnership will
receive in exchange for their Partnership Interests a number of OP Units with
an aggregate deemed value equal to the Exchange Value of their Partnership
Interests. The price of an OP Unit for this purpose will be equal to the
average closing price on the NYSE of a Host REIT Common Share for the 20
trading days after the Effective Date of the Mergers (but, subject to
adjustment, will not be less than $9.50 or greater than $15.50 per OP Unit).
The maximum and minimum prices per OP Unit will be reduced if the Blackstone
Acquisition is not consummated and, as a result thereof, the Initial E&P
Distribution exceeds $2.50 per Host or Host REIT common share. The Limited
Partners will become partners in the Operating Partnership at the Effective
Time of the Mergers, but the OP Units will not be issued to the Limited
Partners until promptly after the twentieth trading day following the Effective
Date of the Mergers (which would be promptly after January 29, 1999 if the
Effective Date of the Mergers is December 30, 1998).

The Exchange Value of each Partnership is equal to the greatest of its
Adjusted Appraised Value, Continuation Value and Liquidation Value, each of
which has been determined as follows:

Adjusted Appraised Value. The General Partners have retained AAA to
determine the market value of each of the Hotels as of March 1, 1998 (the
"Appraised Value"). The "Adjusted Appraised Value" of a Partnership
equals the Appraised Value of its Hotels, adjusted as of the Final
Valuation Date (as defined herein) for lender reserves, capital
expenditure reserves, existing indebtedness (including a "mark to market"
adjustment to reflect the fair market value of such indebtedness),
certain deferred maintenance costs, deferred management fees and transfer
and recordation taxes and fees.

Continuation Value. The General Partners have adopted estimates prepared
by AAA for each Partnership of the discounted present value, as of
January 1, 1998, of the limited partners' share of estimated future cash
distributions and estimated net sales proceeds (plus lender reserves)
assuming that the Partnership continues as an operating business for
twelve years and its assets are sold on December 31, 2009 for their then
estimated market value (the "Continuation Value").

Liquidation Value. The General Partners have estimated for each
Partnership the net proceeds to limited partners resulting from the
assumed sale as of December 31, 1998 of the Hotels(s) of the Partnership,
each at its Adjusted Appraised Value (after eliminating any "mark to
market" adjustment and adding back the deduction for transfer taxes and
fees, if any, made in deriving the Adjusted Appraised Value) less (i)
estimated liquidation costs, expenses and contingencies equal to 2.5% of
Appraised Value and (ii) prepayment penalties or defeasance costs, as
applicable (the "Ligquidation Value").

For a complete description of the above methodologies, see "Determination of
Exchange Values and Allocation of OP Units--Methodology for Determining
Exchange Values." Each of the three valuation methodologies is dependent upon a
number of estimates, variables and assumptions, including the assumptions used
by AAA in preparing the Appraised Values of the Hotels, as well as varying
market conditions. No assurance can be given that the estimated values would be
accurate under actual conditions. See "Background and Reasons for the Mergers
and the REIT Conversion--Alternatives to the Mergers."

The following table sets forth the estimated Exchange Value of each
Partnership (based upon the greatest of its estimated Adjusted Appraised Value,

estimated Continuation Value and estimated Liquidation Value), the
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estimated minimum number of OP Units to be received (based upon the maximum
price of $15.50 per OP Unit) and the estimated Note Election Amount for each
Partnership, all on a per Partnership Unit basis as of the Initial Valuation
Date. The number of Common Shares received in exchange for OP Units by a
Limited Partner who elects to receive Common Shares will equal the number of OP
Units received by such Limited Partner. The estimated Exchange Values set forth
below may increase or decrease as a result of various adjustments, which will
be finally calculated immediately prior to the closing of the Mergers but will
not change as a result of less than all of the Partnerships participating in
the Mergers. The actual number of OP Units to be received by the Limited
Partners will be based on the average closing price on the NYSE of a Host REIT
Common Share for the 20 trading days after the Effective Date (but will not be
less than $9.50 or greater than $15.50 per OP Unit) and will not be finally
determined until such time.

ESTIMATED EXCHANGE VALUES, MINIMUM NUMBER OF OP UNITS AND NOTE ELECTION AMOUNTS
(ALL AMOUNTS ON A PER PARTNERSHIP UNIT BASIS)/ (1)/

ESTIMATED
ESTIMATED MINIMUM ESTIMATED
ADJUSTED ESTIMATED ESTIMATED ESTIMATED NUMBER OF  NOTE
APPRAISED CONTINUATION LIQUIDATION EXCHANGE op ELECTION
PARTNERSHIP VALUE VALUE VALUE VALUE (2) UNITS(3) AMOUNT (4
Atlanta MarquisS......... $ 41,570 $ 45,425 $ 402 $ 45,425 2,931 $ 36,340
Chicago Suites.......... 33,133 24,184 31,149 33,133 2,138 31,149
Desert Springs.......... 40,880 33,536 27,617 40,880 2,637 32,704
HaNOVEeT . vt v e eemeeanennn 123,202 98,090 88,474 123,202 7,949 98,562
MDAH. . et iittieieneennnn. 109,216 89,340 98,343 109,216 7,046 98,343
MHP . it tee e eeeeeaeeenen 140,032 141,074 124,261 141,074 9,102 124,261
MHP2 . ittt eeeeeaeeee e 237,334 211,263 205,140 237,334 15,312 205,140
PHLP. .\ttt teeeeaeanenn 0/(5)/ 5,040 0/(5)/ 5,040 325 4,032

(1) A Partnership Unit in all of the Partnerships except Chicago Suites
($35,000) and PHLP ($10,000) represents an original investment of $100,000.

(2) Estimated Exchange Value is equal to the greatest of estimated Adjusted
Appraised Value, estimated Continuation Value and estimated Liquidation
Value.

(3) Assumes the price of an OP Unit is $15.50, which is the maximum price for
purposes of the Mergers.

(4) The principal amount of Notes is equal to the greater of (i) the
Liquidation Value or (ii) 80% of the Exchange Value (the "Note Election
Amount") .

(5) The estimated Adjusted Appraised Value and the estimated Liquidation Value
for PHLP are zero because PHLP's outstanding debt is greater than the
Appraised Value of the Hotels and the value of other assets, net of
liabilities, owned by PHLP.

DESCRIPTION OF THE COMMON SHARE ELECTION

Limited Partners who desire to exchange their OP Units with Host REIT for
Common Shares must indicate their election on the OP Unit Exchange Election
Form and deliver such form to the Operating Partnership at any time prior to
the end of the Election Period (which election may be revoked, and if revoked,
made again, at any time prior to the end of the Election Period). At their
discretion, the Operating Partnership and Host REIT may elect to extend the
Election Period. Even if a Limited Partner votes against the Merger, he may
still choose to exchange his OP Units for Common Shares in the event the Merger
is approved. A Limited Partner of a Participating Partnership who fails to
timely and properly return the OP Unit Exchange Election Form will receive and
retain OP Units. Each Limited Partner in a Participating Partnership who timely
and properly elects to exchange his OP Units for Common Shares (and who has not
timely revoked such election at any time during the Election Period) will
tender (or be deemed to have tendered) all of the OP Units he receives in the
Merger to Host REIT for an equal number of Common Shares. The Common Shares
will be issued to the Limited Partner promptly following the twentieth trading
day after the Effective Date of the Mergers (which would be promptly after
January 29, 1999 if the Effective Date of the Mergers is December 30, 1998).
The Common Shares are
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expected to receive quarterly cash distributions in the same amount as the cash
distributions with respect to each OP Unit. See "Description of Capital Stock--
Common Shares."

DESCRIPTION OF THE NOTE ELECTION

Limited Partners who desire to exchange their OP Units with the Operating
Partnership for a Note must indicate their election on the OP Unit Exchange
Election Form and deliver such form to the Operating Partnership at any time
prior to the end of the Election Period (which election may be revoked, and if
revoked, made again, at any time prior to the end of the Election Period). Even
if a Limited Partner votes against the Merger, he still may choose to exchange
his OP Units for a Note in the event the Merger is approved. A Limited Partner
of a Participating Partnership who fails to timely and properly return the OP
Unit Exchange Election Form will receive and retain OP Units. Each Limited
Partner in a Participating Partnership who timely and properly elects to
exchange his OP Units for a Note (and who has not timely revoked such election
at any time during the Election Period) will tender (or be deemed to have
tendered) all of the OP Units he receives in the Merger to the Operating
Partnership for the Note. The Note will be issued to the Limited Partner
promptly following the twentieth trading day after the Effective Date of the
Mergers (which would be promptly after January 29, 1999 if the Effective Date
of the Mergers is December 30, 1998). The Notes will (i) be unsecured
obligations of the Operating Partnership, (ii) have a principal amount equal to
the Note Election Amount of a Limited Partner's Partnership Interests, (iii)
mature on December 15, 2005 (approximately seven years after the closing of the
Mergers), (iv) bear interest at 6.56% per annum, which was determined based on
120% of the applicable federal rate as of the Record Date (which was 5.47%),
payable semi-annually on June 15 and December 15 each year commencing from and
after the Effective Date of the Mergers, (v) provide for optional prepayment by
the Operating Partnership at any time without penalty and mandatory prepayment
of principal from a ratable portion of the net proceeds (after repayment of
debt, sales expenses and deferred management fees) realized from any sale of
any Hotels formerly owned by the Limited Partner's Partnership and from certain
excess refinancing proceeds and (vi) provide for the payment of the remaining
principal balance at maturity. See "Description of the Notes."

FAIRNESS ANALYSIS AND OPINION

Fairness Analysis. The General Partners believe that the Mergers provide
substantial benefits and are fair to the Limited Partners of each Partnership
and recommend that all Limited Partners vote for the Mergers. In arriving at
this conclusion, the General Partners have relied primarily on the following
factors, as well as other factors described under "Fairness Analysis and
Opinion--Fairness Analysis:" (i) their view that the expected benefits of the
Mergers for the Limited Partners outweigh the risks and potential detriments of
the Mergers to the Limited Partners (see "Background and Reasons for the
Mergers and the REIT Conversion--Reasons for the Mergers"); (ii) their view
that the value of the OP Units allocable to the Limited Partners on the basis
of the Exchange Value established for each Partnership represents fair
consideration for the interests held by the partners of such Partnership and is
fair to the Limited Partners from a financial point of view; and (iii) the
fairness opinion of AAA, as described below.

Fairness Opinion. AAA, an independent, nationally recognized hotel valuation
and financial advisory firm, has rendered the fairness opinion (the "Fairness
Opinion"), attached as Appendix B to this Consent Solicitation, which sets
forth the Appraised Values of the Hotels and concludes that: (i) the Exchange
Value and the methodologies and underlying assumptions used to determine the
Exchange Value, the Adjusted Appraised Value, the Continuation Value and the
Liquidation Value of each Partnership (including, without limitation, the
assumptions used to determine the various adjustments to the Appraised Values
of the Hotels) are fair and reasonable, from a financial point of view, to the
Limited Partners of each Partnership; and (ii) the methodologies used to
determine the value of an OP Unit and the allocation of the equity interest in
the Operating Partnership to be received by the Limited Partners of each
Partnership are fair and reasonable to the Limited Partners of each
Partnership. See "Fairness Analysis and Opinion--Fairness Opinion."
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RECOMMENDATION

FOR THE REASONS STATED HEREIN, THE GENERAL PARTNERS BELIEVE THAT THE MERGERS
PROVIDE SUBSTANTIAL BENEFITS AND ARE FAIR TO THE LIMITED PARTNERS OF EACH
PARTNERSHIP AND RECOMMEND THAT ALL LIMITED PARTNERS VOTE FOR THE MERGERS AND
FOR THE RELATED AMENDMENTS TO THE PARTNERSHIP AGREEMENTS. SEE "FAIRNESS
ANALYSIS AND OPINION--FAIRNESS ANALYSIS."

SOLICITATION MATERIALS

This Consent Solicitation (including the accompanying transmittal letter),
together with the consent form (the "Consent Form") and the Questions and
Answers (the "Q & A") constitute the "Solicitation Materials" being distributed
to Limited Partners to obtain their consents to the Mergers and the amendments
to the partnership agreements.

The date of first distribution of this Consent Solicitation is October 13,
1998.

VOTING PROCEDURES

The voting procedures applicable to Limited Partners of each Partnership are
set forth in this Consent Solicitation under the heading "Voting Procedures--
Required Limited Partner Vote and Other Conditions." LIMITED PARTNERS ARE BEING
ASKED TO VOTE SEPARATELY ON THE MERGER AND THE PROPOSED AMENDMENTS TO THE
PARTNERSHIP AGREEMENT OF HIS PARTNERSHIP, BUT A PARTNERSHIP WILL NOT
PARTICIPATE IN A MERGER UNLESS BOTH PROPOSALS ARE APPROVED.

A Limited Partner may mark the Consent Form to vote "FOR," "AGAINST" or
"ABSTAIN" with respect to participation in a Merger by his Partnership and
"FOR," "AGAINST" or "ABSTAIN" with respect to the amendments to the partnership
agreement of his Partnership. THE FAILURE OF A LIMITED PARTNER OF ATLANTA
MARQUIS, CHICAGO SUITES, MDAH AND PHLP TO VOTE OR AN ABSTENTION WILL HAVE THE
SAME EFFECT AS IF SUCH LIMITED PARTNER HAD VOTED HIS PARTNERSHIP INTERESTS
"AGAINST" A MERGER AND "AGAINST" THE AMENDMENTS TO THE PARTNERSHIP AGREEMENTS.
THE FAILURE OF A LIMITED PARTNER OF DESERT SPRINGS, HANOVER, MHP AND MHP2 TO
VOTE WILL MEAN THAT SUCH LIMITED PARTNER'S PARTNERSHIP INTEREST WILL NOT BE
COUNTED FOR PURPOSES OF ESTABLISHING THE NUMBER OF LIMITED PARTNER INTERESTS
REQUIRED TO RECOGNIZE THE VOTE AND MAY AFFECT THE MANNER IN WHICH HOST IS
REQUIRED TO VOTE ITS LIMITED PARTNER INTERESTS. AN ABSTENTION BY A LIMITED
PARTNER OF DESERT SPRINGS, HANOVER, MHP AND MHP2 WILL BE COUNTED FOR PURPOSES
OF ESTABLISHING THE NUMBER OF LIMITED PARTNER INTERESTS REQUIRED TO HAVE THE
VOTE RECOGNIZED BUT WILL EFFECTIVELY BE COUNTED AS A VOTE "AGAINST" A MERGER
AND "AGAINST" THE AMENDMENTS TO THE PARTNERSHIP AGREEMENTS.

The period during which consents will be solicited pursuant to this Consent
Solicitation (the "Solicitation Period") will commence on the date this Consent
Solicitation and the other Solicitation Materials are first distributed to the
Limited Partners and will continue until the later of (i) December 12, 1998 or
(ii) such later date as the General Partners and the Operating Partnership may
elect, in their discretion. Any Consent Form RECEIVED by the Operating
Partnership (in original or by facsimile) prior to 5:00 p.m., Eastern time, on
the last day of the Solicitation Period will be effective, provided that such
Consent Form has been properly signed. FOR ALL OF THE PARTNERSHIPS, A CONSENT
FORM THAT IS PROPERLY SIGNED BUT NOT MARKED WILL BE VOTED "FOR" A MERGER AND
"FOR" THE AMENDMENTS TO THE PARTNERSHIP AGREEMENT. A Limited Partner who has
submitted a Consent Form may withdraw or revoke the Consent Form at any time
prior to the expiration of the Solicitation Period.

Investor Lists. Under Rule 1l4a-7 of the Exchange Act, each Partnership is
required, upon the written request of a Limited Partner, to provide to the
requesting Limited Partner (i) a statement of the approximate number of Limited
Partners in such Limited Partner's Partnership; and (ii) the estimated cost of
mailing a proxy statement, form of proxy or other similar communication to such
Limited Partners. In addition, a Limited Partner has the right, at his option,
either to (a) have his Partnership mail (at such Limited Partner's expense)
copies of
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any proxy statement, proxy form or other soliciting material furnished by the
Limited Partner to the Partnership's Limited Partners designated by the Limited
Partner; or (b) have the Partnership deliver to the requesting Limited Partner,
within five business days of the receipt of the request, a reasonably current
list of the names, addresses and class of units held by the Partnership's
Limited Partners. The right to receive the list of Limited Partners is subject
to the requesting Limited Partner's payment of the cost of mailing and
duplication at a rate of $0.15 per page. See "Voting Procedures--Required
Limited Partner Vote and Other Conditions--Investor Lists."

OP UNIT EXCHANGE ELECTION PROCEDURES

Limited Partners who desire to exchange their OP Units for Common Shares or a
Note must timely and properly complete and return the OP Unit Exchange Election
Form. A Limited Partner must make such election (or revoke any election
previously made) at any time during the Election Period, which will commence on
the first day of the Solicitation Period and will continue until 5:00 p.m.,
Eastern time, on the fifteenth trading day after the Effective Date of the
Mergers (which would be January 22, 1999 if the Effective Date of the Mergers
is December 30, 1998), unless extended. A Limited Partner who has returned an
OP Unit Exchange Election Form may withdraw or revoke such election at any time
prior to the expiration of the Election Period by either submitting a later
dated OP Unit Exchange Election Form or notifying the Operating Partnership in
writing that he wishes to withdraw such previous election.

FEDERAL INCOME TAX CONSEQUENCES

Tax Consequences of the Mergers. Based upon certain assumptions and
representations of the General Partners, the Operating Partnership, Host and
Host REIT, Hogan & Hartson L.L.P., counsel to Host, Host REIT and the Operating
Partnership, has opined that, except for any gain attributable to the sale of
personal property to a Non-Controlled Subsidiary, the Mergers will not result
in the recognition of taxable gain or loss at the time of the Mergers to a
Limited Partner (i) who does not elect to receive Common Shares or a Note in
exchange for his OP Units in connection with the Mergers; (ii) who does not
exercise his Unit Redemption Right on a date sooner than the date two years
after the date of the consummation of the Mergers; (iii) who does not receive a
cash distribution (or a deemed cash distribution resulting from relief from
liabilities, including as a result of the prepayment of indebtedness associated
with the Limited Partner's Partnership) in connection with the Mergers or the
REIT Conversion in excess of such Limited Partner's aggregate adjusted basis in
his Partnership Interest at the time of the Mergers; (iv) who is not required
to recognize gain by reason of an election by other Limited Partners in his
Partnership to receive Common Shares or Notes in exchange for their OP Units in
connection with the Mergers (which, in counsel's opinion, described below,
should not be the result of such election); and (v) whose "at risk" amount does
not fall below zero as a result of the Mergers or the REIT Conversion.

With respect to the foregoing potential exceptions to nonrecognition
treatment, Hogan & Hartson L.L.P. has opined as follows: (i) it is more likely
than not that a Limited Partner's exercise of the Unit Redemption Right more
than one year after the date of consummation of the REIT Conversion but less
than two years after such date will not cause the Merger itself to be a taxable
transaction for such Limited Partner (or for the other Limited Partners of such
Partnership); (ii) it is more likely than not that a Limited Partner who does
not elect to exchange his OP Units for Common Shares or a Note in connection
with the Mergers will not be required to recognize gain by reason of another
Limited Partner's exercise of either such election; and (iii) a Limited
Partner's relief from Partnership liabilities allocable to such Limited Partner
in connection with the Mergers or the REIT Conversion (including as a result of
the repayment of Partnership indebtedness in connection with the REIT
Conversion) will not cause such Limited Partner to recognize taxable gain at
the time of the REIT Conversion unless (and only to the extent that) the amount
thereof exceeds such Limited Partner's adjusted basis in his Partnership
Interest at the time of the Mergers. See "Federal Income Tax Consequences--
Summary of Tax Opinions." An opinion of counsel, however, does not bind the
Internal Revenue Service (the "IRS") or the courts, and no assurance can be
provided that any such opinion will not be challenged by the IRS or will be
sustained by a court if so challenged. With one exception, neither Host REIT,
the Operating Partnership, nor the
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General Partners have sought any ruling from the IRS with respect to the
consequences of the Mergers or the REIT Conversion. See "Federal Income Tax
Consequences--Tax Consequences of the Mergers--IRS Ruling Request Regarding
Allocation of Partnership Liabilities." The foregoing assumes that the ability
to exercise the Common Share Election or the Note Election either is not a
separate property right for federal income tax purposes or does not have any
ascertainable value. The Operating Partnership believes that the ability to
exercise the Common Share Election or the Note Election is not property and,
even if it were property, does not have any independent ascertainable value,
given the nature and terms of the OP Units and the terms and limited duration
of the election arrangements. If, however, the ability to exercise such
elections were considered property and to have an ascertainable value, Limited
Partners could recognize gain in an amount up to the amount of such value
(whether or not they exercise such elections).

With respect to the Limited Partners' relief from Partnership liabilities in
connection with the Mergers and REIT Conversion, the General Partners and the
Operating Partnership have determined, based upon the intended allocation of
Operating Partnership liabilities following the REIT Conversion and certain
information compiled by the General Partners, that no Limited Partner whose
adjusted basis in his Partnership Interest is the same as or greater than the
basis of a Limited Partner who purchased his Partnership Interest in the
original offering by the Partnership of the Partnership Interests and who has
held such Partnership Interest at all times since (referred to herein as an
"Original Limited Partner's Adjusted Basis") and who does not elect to exchange
the OP Units will recognize taxable gain at the time of the Mergers as a result
either of relief from Partnership liabilities allocable to such Limited Partner
or a reduction in his "at risk" amount below zero. See "Federal Income Tax
Consequences--Tax Consequences of the Mergers--Relief from Liabilities/Deemed
Cash Distribution." A Limited Partner whose adjusted basis in his Partnership
Interest is less than the Original Limited Partner's Adjusted Basis for that
Partnership, however, could recognize gain, depending upon his particular
circumstances.

Even though a Limited Partner who does not elect to exchange his OP Units and
whose adjusted basis in his Partnership Interest is the same as or greater than
the Original Limited Partner's Adjusted Basis for that Partnership is not
expected to recognize gain at the time of the REIT Conversion, a variety of
events and transactions subsequent to the REIT Conversion could cause such a
Limited Partner to recognize all or part of the gain that has been deferred
through the REIT Conversion. See "Federal Income Tax Consequences--Tax
Consequences of the Mergers--Effect of Subsequent Events." The Partnership
Agreement provides that Host REIT is not required to take into account the tax
consequences for the limited partners of the Operating Partnership in deciding
whether to cause the Operating Partnership to undertake specific transactions
(but the Operating Partnership is obligated to pay any taxes that Host REIT
incurs as a result of such transactions) and the limited partners have no right
to approve or disapprove such transactions. See "Description of OP Units--Sales
of Assets."

The particular tax consequences of the Mergers and the REIT Conversion for a
Limited Partner will depend upon a number of factors related to the tax
situation of that individual Limited Partner and the Partnership of which he is
a Limited Partner, including, without limitation, such factors as the Limited
Partner's adjusted tax basis in his Partnership Interest, the extent to which
the Limited Partner has unused passive losses with respect to his Partnership
Interest or other investments generating passive activity losses that could
offset income arising from the Mergers and the REIT Conversion, the amount of
income (if any) required to be recognized by reason of the sale by the Limited
Partners' Partnership of personal property to a Non-Controlled Subsidiary, the
actual allocation of Operating Partnership liabilities to the Limited Partner
following the Mergers and the REIT Conversion and the amount of built-in gain
with respect to the Hotel(s) contributed to the Operating Partnership by the
Partnership in which he is a Limited Partner.

A Limited Partner who elects to exchange his OP Units for Common Shares in
connection with the Mergers will be treated as having made a fully taxable
disposition of his OP Units, which likely would be deemed to occur at the time
that the right to receive Common Shares becomes fixed (which the Operating
Partnership will
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treat as occurring on January 22, 1999 if the Effective Date of the Mergers is
December 30, 1998). The amount realized in connection with such disposition
will equal the sum of the fair market value of the Common Shares received, plus
the portion of the Operating Partnership's liabilities allocable to the Limited
Partner for federal income tax purposes. To the extent the amount realized
exceeds the Limited Partner's adjusted tax basis in his OP Units, the Limited
Partner will recognize gain. Such Limited Partner will not be able to defer any
portion of the gain realized from the exchange of OP Units for Common Shares
under the "installment sale" rules. See "Federal Income Tax Consequences--Tax
Treatment of Limited Partners Who Exercise Their Right to Make the Common Share
Election or the Note Election."

A Limited Partner who elects to exchange his OP Units for a Note in
connection with the Mergers will be treated as having made a taxable
disposition of his OP Units, which likely would be deemed to occur on the
Effective Date of the Mergers (which currently is expected to occur on December
30, 1998). The amount realized in connection with such disposition will equal
the sum of the "issue price" of the Note (i.e., the principal amount of the
Note), plus the portion of the Operating Partnership's liabilities allocable to
the Limited Partner for federal income tax purposes. To the extent the amount
realized exceeds the Limited Partner's adjusted tax basis in his OP Units, the
Limited Partner will recognize gain. Such Limited Partner may be eligible to
defer at least a portion of that gain under the "installment sale" rules (see
"Federal Income Tax Consequences--Tax Treatment of Limited Partners Who
Exercise Their Right to Make the Common Share Election or the Note Election")
but those rules would not permit the Limited Partner to defer all of the gain
(including any gain attributable to the Limited Partner's "negative capital
account" and any gain attributable to depreciation recapture) and may require
that the Limited Partner who defers gain pay to the IRS interest on a portion
of the resulting tax that has been deferred.

The discussion of federal income tax consequences in this Consent
Solicitation is not exhaustive of all possible tax consequences. For example,
it does not give a detailed discussion of any state, local or foreign tax
considerations. In addition, except to the extent discussed under the heading
"Federal Income Tax Consequences--Taxation of Non-U.S. Shareholders of Host
REIT," it does not purport to deal with tax consequences that might be relevant
to foreign corporations and persons who are not citizens or residents of the
United States.

The gain, if any, required to be recognized by a Limited Partner as a
consequence of the Mergers (including any gain recognized as a result of the
sale of personal property by the Limited Partner's Partnership or as a result
of making the Common Share Election or the Note Election) can be offset by
unused passive activity losses from his Partnership and other investments.

EACH LIMITED PARTNER IS STRONGLY URGED TO CONSULT WITH HIS OWN TAX ADVISOR TO
DETERMINE THE IMPACT OF SUCH LIMITED PARTNER'S PERSONAL TAX SITUATION ON THE
ANTICIPATED TAX CONSEQUENCES OF THE MERGERS AND THE REIT CONVERSION TO SUCH
LIMITED PARTNER.

Qualification of Host REIT as a REIT. Host REIT expects to qualify as a REIT
for federal income tax purposes effective for its first full taxable year
commencing after the REIT Conversion is completed, which Host REIT currently
expects to be the year beginning January 1, 1999 (but which might not be until
the year beginning January 1, 2000). If it so qualifies, Host REIT will be
permitted to (i) deduct dividends paid to its shareholders, allowing the income
represented by such dividends to avoid taxation at the entity level and to be
taxed only at the shareholder level and (ii) treat retained net capital gains
in a manner so that such gains are taxed at the Host REIT level but effectively
avoid taxation at the shareholder level. Host REIT, however, will be subject to
a separate corporate income tax on any gains recognized during the ten years
following the REIT Conversion that are attributable to "built-in" gain with
respect to the assets that Host owned at the time of the REIT Conversion (which
tax would be paid by the Operating Partnership). Host REIT has substantial
deferred tax liabilities that

33



are likely to be recognized as "built-in" gain (or by a Non-Controlled
Subsidiary) during such period without any corresponding receipt of cash, and
the Operating Partnership will be responsible for paying such taxes. Host
REIT's ability to qualify as a REIT will depend upon its continuing
satisfaction following the REIT Conversion of various requirements related to
the nature of its assets, the sources of its income and the distributions to
its shareholders, including a requirement that Host REIT distribute to its
shareholders at least 95% of its taxable income each year.

Sale of Personal Property. In order to protect Host REIT's ability to qualify
as a REIT, the Operating Partnership may require, immediately prior to the
Mergers, that certain of the Participating Partnerships (specifically, Atlanta
Marquis, Desert Springs, Hanover, MHP and PHLP) sell a portion of the personal
property associated with the Hotels owned by such Partnerships to a Non-
Controlled Subsidiary. These sales will be taxable transactions and may result
in a special allocation of any ordinary recapture income by each such
Partnership (other than Hanover) to its Limited Partners. This income, if any,
will be allocated to each such Limited Partner in the same proportion and to
the same extent that such Limited Partner previously was allocated any
deductions directly or indirectly giving rise to the treatment of such gains as
recapture income. A Limited Partner who receives such an allocation of
recapture income will not be entitled to any special distribution from his
Partnership in connection with the sale of personal property.

SUMMARY FINANCIAL INFORMATION

The following table sets forth unaudited pro forma financial and other
information for the Company and Host REIT and combined consolidated historical
financial information for Host. The following summary financial information
should be read in conjunction with the financial statements and notes thereto
and Management's Discussion and Analysis of Results of Operations and Financial
Condition included elsewhere in this Consent Solicitation.

The unaudited pro forma financial statements as of June 19, 1998 and for the
fiscal year ended January 2, 1998 and the twenty-four weeks ended June 19, 1998
("First Two Quarters 1998") for the 100% Participation and Single Partnership
presentations are presented as if the REIT Conversion occurred as of June 19,
1998 for the pro forma balance sheets and at the beginning of the fiscal year
for the pro forma statements of operations. The unaudited REIT 2000 pro forma
information assumes that the REIT Conversion occurs on January 1, 1999, the
Blackstone Acquisition does not occur and Host does not become a REIT until
January 1, 2000. The pro forma information incorporates certain assumptions
that are described in the Notes to the Unaudited Pro Forma Financial Statements
included elsewhere in this Consent Solicitation.

The pro forma information does not purport to represent what the Company's or
Host REIT's financial position or results of operations would actually have
been if these transactions had, in fact, occurred on such date or at the
beginning of the period indicated, or to project the Company's or Host REIT's
financial position or results of operations at any future date or for any
future period.

In addition, the historical information contained in the following table is
not comparable to the operations of the Company or Host REIT on a going-forward
basis because the historical information relates to an operating entity which
owns and operates hotels and senior living communities, while the Company will
own the Hotels but will lease them to the Lessees and receive rental payments
in connection therewith.

34



REVENUES :

Hotel revenues....
Rental revenues...
Other revenues....

Total revenues..

OPERATING COSTS AND
EXPENSES:

Total operating
costs and
EXPEeNsSesS........
Operating profit...
Minority interest..
Corporate

expenses
REIT Conversion
expenses
Interest expense...
Dividends on
Convertible
Preferred
Securities
Interest income....

Income (loss)
before income
taxes..............
Benefit (provision)

for income taxes...

Income
before
extraordinary items

(loss)

REVENUES :

Hotel revenues....
Rental revenues...
Other revenues....

Total revenues..

OPERATING COSTS AND
EXPENSES:

Total operating
costs and
eXPensesS........
Operating profit...
Minority interest..
Corporate

expenses
REIT Conversion
expenses
Interest expense...

SUMMARY FINANCIAL INFORMATION
(IN MILLIONS)

COMPANY PRO FORMA

HOST REIT PRO FORMA

—————————————————————————————————————————————————————————————————————————— HOST
FISCAL YEAR 1997 FISCAL YEAR 1997 HISTORICAL
SINGLE SINGLE
100% PARTNERSHIP REIT 2000 100% PARTNERSHIP REIT 2000
PARTICIPATION PARTICIPATION WITH PARTICIPATION PARTICIPATION WITH
WITH NO WITH NO NOTES NO NOTES WITH NO WITH NO NOTES NO NOTES FISCAL
NOTES ISSUED ISSUED ISSUED(1) NOTES ISSUED ISSUED ISSUED(1l) YEAR 1997
$ - s 226 $ -- s -- $ 226 $ -- $1,093
1,119 873 997 1,119 873 997 -
1 19 1 1 19 1 54
1,120 1,118 998 1,120 1,118 998 1,147
589 582 502 589 582 502 649
11 11 11 11 11 11 49
600 593 513 600 593 513 698
520 525 485 520 525 485 449
(10) (45) (10) (16) (49) (10) (32)
(44) (44) (44) (44) (44) (44) (47)
(468) (445) (420) (430) (407) (382) (302)
_ — - (37) (37) (37) (37)
27 25 34 27 25 34 52
25 16 45 20 13 46 83
(1) (1) (2) (1) (1) (19) (36)
S 24 S 15 S 43 S 19 S 12 s 27 S 47
COMPANY PRO FORMA HOST REIT PRO FORMA
—————————————————————————————————————————————————————————————————————————— HOST
FIRST TWO QUARTERS 1998 FIRST TWO QUARTERS 1998 HISTORICAL
SINGLE SINGLE
100% PARTNERSHIP REIT 2000 100% PARTNERSHIP REIT 2000
PARTICIPATION PARTICIPATION WITH PARTICIPATION PARTICIPATION WITH FIRST TWO
WITH NO WITH NO NOTES NO NOTES WITH NO NOTES WITH NO NOTES NO NOTES QUARTERS
NOTES ISSUED ISSUED ISSUED (1) ISSUED ISSUED ISSUED (1) 1998
s -- $ 136 $ -- s -- $ 136 s -- $ 652
342 265 303 342 265 303 --
3 21 3 3 21 3 95
345 422 306 345 422 306 747
265 282 224 265 282 224 343
5 5 5 5 5 5 30
270 287 229 270 287 229 373
75 135 77 75 135 77 374
(11) (46) (11) 28 (24) 10 (30)
(20) (20) (20) (20) (20) (20) (21)
- - - - -- -- (6
(216) (202) (192) (198) (184) (174) (162)



Dividends on

Convertible

Preferred

Securities......... - - - (17) (17) (17) (17)
Interest income.... 13 12 17 13 12 17 25

Income (loss)
before income

taxes....ooveinn.. (159) (121) (129) (119) (98) (107) 163
Benefit (provision)
for income taxes... 8 6 6 6 5 44 (67)

Income (loss)
before
extraordinary items
................... $(151) $(115) $(123) $(113) S (93) S (63) S 96

AS OF JUNE 19, 1998

COMPANY PRO FORMA HOST REIT PRO FORMA
SINGLE SINGLE
PARTNERSHIP REIT 2000 PARTNERSHIP REIT 2000
100% PARTICIPATION PARTICIPATION WITH 100% PARTICIPATION PARTICIPATION WITH
WITH NO NOTES WITH NO NOTES NO NOTES WITH NO NOTES WITH NO NOTES NO NOTES HOST
ISSUED ISSUED ISSUED (1) ISSUED ISSUED ISSUED (1) HISTORICAL

BALANCE SHEET DATA:

Property and equipment,

net....ouiiniininnn. $7,026 $6,504 $5,576 $7,026 $6,504 $5,576 $5,698
Total assets........... 8,082 7,610 6,826 8,082 7,610 6,826 6,765
Debt, excluding

convertible debt....... 5,025 4,723 4,425 5,025 4,723 4,425 3,784
Convertible debt ...... 567 567 567 -- -= -= -=
Total liabilities...... 6,664 6,415 6,033 6,460 6,076 5,724 4,917
Convertible Preferred

Securities............. -- - - 550 550 550 550
Limited Partner

interests of third

parties at redemption

value.. .ottt 989 712 333 -- -= -= -=
EQUity.ooiniiiiinn, 429 483 460 1,072 984 552 1,298
(1) Assumes all Partnerships participate in the Mergers, the REIT Conversion

occurs on January 1, 1999, the Blackstone Acquisition does not occur and
that Host does not become a REIT until January 1, 2000.
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RISK FACTORS

In considering whether to approve a Merger, Limited Partners should consider
carefully, among other factors, the material risks described below.

RISKS AND EFFECTS OF THE MERGERS

CONFLICTS OF INTEREST. The Mergers, the REIT Conversion and the
recommendations of the General Partners involve conflicts of interest because
of the relationships among Host, Host REIT, the Operating Partnership, the
General Partners and Crestline.

SUBSTANTIAL BENEFITS TO RELATED PARTIES. To the extent that the
anticipated benefits of the REIT Conversion are reflected in the value of
Host's common stock prior to the Effective Date, such benefits will not be
shared with the Limited Partners. In addition, following the REIT
Conversion, current Host shareholders (together with the Blackstone
Entities), but not the Limited Partners, will own the common stock of
Crestline and will benefit from the terms of the Leases to the extent net
revenues exceed rental payments and other expenses. The Mergers will
facilitate the consummation, and enable Host to reap the full benefits, of
the REIT Conversion. By converting to a REIT, Host expects to benefit from
the advantages enjoyed by REITs in raising capital and acquiring additional
assets, participating in a larger group of comparable companies and
increasing its potential base of shareholders. Also, Host will realize
significant savings through the substantial reduction of its future
corporate-level income taxes. The benefits to Host of the REIT Conversion
will be reduced if one or more of the Partnerships do not participate in a
Merger, thereby creating a conflict of interest for the General Partners in
connection with the Mergers.

AFFILIATED GENERAL PARTNERS. Host has varying interests in each of the
Partnerships and subsidiaries of Host act as General Partner of each of the
Partnerships (except for PHLP, in which Host is the General Partner). Each
General Partner has an independent obligation to assess whether the Merger
is fair and equitable to and advisable for the Limited Partners of its
Partnership. This assessment involves considerations that are different
from those relevant to the determination of whether the Mergers and the
REIT Conversion are advisable for Host and its shareholders. The
considerations relevant to that determination which create a conflict of
interest include Host's belief that the REIT Conversion is advisable for
its shareholders, the benefits of the REIT Conversion to Host will be
greater if the Partnerships participate and Host REIT will benefit if the
value of the OP Units received by the Limited Partners in the Mergers is
less than the value of their Partnership Interests. While each General
Partner has sought faithfully to discharge its obligations to its
Partnership, there is an inherent conflict of interest in having the
General Partners determine the terms on which the Operating Partnership,
which is controlled by Host, will acquire the Partnerships, for which Host
or its subsidiaries are the General Partners, since no arm's length
negotiations are possible because Host is on both sides of the transaction.

LEASING ARRANGEMENTS. Conflicts of interest exist in connection with
establishing the terms of the leasing arrangements being entered into as
part of the REIT Conversion. The General Partners, all of which are
subsidiaries of Host (except in the case of PHLP, in which Host is the
General Partner), are recommending the Mergers, and Host is responsible for
establishing the terms of the Mergers and the REIT Conversion, including
the Leases. The common stock of Crestline will be distributed to Host's or
Host REIT's shareholders and the Blackstone Entities. Accordingly, Host's
or Host REIT's shareholders and the Blackstone Entities, as the initial
shareholders of Crestline, will potentially benefit from the terms of the
Leases to the extent net revenues exceed rental payments and other expenses
but Limited Partners will not because they will not receive shares of
Crestline common stock.

POTENTIAL AAA CONFLICTS. A conflict of interest may exist in that AAA has
been retained to perform the Appraisals and also provide the Fairness
Opinion which, among other things, opines as to the methodologies and
underlying assumptions that AAA used in performing the Appraisals. AAA has
been retained by the General Partners (consisting of Host and its
subsidiaries) to determine the Appraised Values of the Hotels and the
Continuation Values of the Partnerships and to render the Fairness Opinion.
Host has previously retained AAA to perform appraisals and render fairness
and solvency opinions in connection
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with other transactions, and there is the possibility that Host REIT and
the Operating Partnership will retain AAA to perform similar tasks in the
future.

DIFFERENT TAX CONSEQUENCES UPON SALE OR REFINANCING OF CERTAIN
HOTELS. Certain holders of OP Units may experience different and more
adverse tax consequences compared to those experienced by other holders of
OP Units or by holders of Common Shares upon the sale of, or the reduction
of indebtedness on, any of the Hotels. Therefore, such holders, including
Host REIT and its subsidiaries, may have different objectives regarding the
appropriate pricing and timing of any sale or refinancing of an individual
Hotel. As provided in the Partnership Agreement, Host REIT, as general
partner of the Operating Partnership, is not required to take into account
the tax consequences to the limited partners in deciding whether to cause
the Operating Partnership to undertake specific transactions (but the
Operating Partnership is obligated to pay any taxes Host REIT incurs as a
result of such transactions) and the limited partners have no right to
approve or disapprove such transactions.

PARTNERSHIP AGREEMENT. Conflicts of interest exist in connection with
establishing the terms of the Partnership Agreement, including provisions
which benefit Host REIT, all of which were determined by Host.

RELATIONSHIPS WITH MARRIOTT INTERNATIONAL AND CRESTLINE. Marriott
International currently serves as manager for all but 16 of Host's Hotels,
and will continue to manage those Hotels pursuant to the Management
Agreements that will be assigned to the Lessees. In addition, Marriott
International acts as manager of hotels that will compete with Host REIT's
Hotels. As a result, Marriott International may make decisions regarding
competing lodging facilities which it manages that would not necessarily be
in the best interests of Host REIT or the Lessees. Further, J.W. Marriott,
Jr. and Richard E. Marriott, who are brothers, currently serve as directors
of Host and directors (and, in the case of J.W. Marriott, Jr., also an
officer ) of Marriott International. After the REIT Conversion, J.W.
Marriott, Jr. will serve as a director of Host REIT and will continue to
serve as a director of Marriott International, and Richard E. Marriott will
serve as Chairman of the Board of Host REIT and continue to serve as a
director of Marriott International. J.W. Marriott, Jr. and Richard E.
Marriott also beneficially own (as determined for securities law purposes)
approximately 10.6% and 10.2%, respectively, of the outstanding shares of
common stock of Marriott International, and will beneficially own
approximately 5.32% and 5.30%, respectively, of the outstanding shares of
common stock of Crestline (but neither will serve as an officer or director
thereof). As a result, J.W. Marriott, Jr. and Richard E. Marriott may have
a potential conflict of interest with respect to their obligations as
directors of Host REIT in connection with any decisions regarding Marriott
International itself (including decisions relating to the Management
Agreements involving the Hotels), Marriott International's management of
competing lodging properties and Crestline's leasing and other businesses
that would not necessarily be in the best interests of Host REIT.

These conflicts of interest could result in decisions that do not fully
reflect the interests of all Limited Partners. For a discussion of the
Operating Partnership's policies and agreements designed to minimize any
adverse effects from future conflicts of interest, see "Distribution and Other
Policies--Conflicts of Interest Policies."

ABSENCE OF ARM'S LENGTH NEGOTIATIONS; NO INDEPENDENT REPRESENTATIVE. No
independent representative was retained to negotiate on behalf of the Limited
Partners. AAA, which performed the Appraisals and rendered the Fairness
Opinion, has not negotiated with the General Partners or Host and has not
participated in establishing the terms of the Mergers. Consequently, the terms
and conditions of the Mergers may have been more favorable to the Limited
Partners if such terms and conditions were the result of arm's length
negotiations. In this regard, the Fairness Opinion specifically does not
conclude that other methodologies for determining the Exchange Values of the
Partnerships and/or the value of the OP Units might not have been more
favorable to the Limited Partners.

EXCHANGE VALUE MAY NOT EQUAL FAIR MARKET VALUE OF THE PARTNERSHIPS'
HOTELS. Each Limited Partner of a Participating Partnership who retains OP
Units or elects to exchange OP Units for Common Shares will receive
consideration with a deemed value equal to the Exchange Value of such Limited
Partner's Partnership
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Interest. The determination of the Exchange Value of each Partnership involves
numerous estimates and assumptions. There is no assurance that the Exchange
Value of a Partnership will equal the fair market value of the Hotels and
other assets contributed by such Partnership. See "Determination of Exchange
Values and Allocation of OP Units."

ALLOCATION OF OP UNITS TO HOST REIT IS DIFFERENT FROM ALLOCATION OF OP UNITS
TO THE PARTNERSHIPS. Following the REIT Conversion, Host REIT will own a
numpber of OP Units equal to the number of shares of Host common stock
outstanding on the Effective Date (including the OP Units to be received by
the General Partners and Host subsidiaries in the Mergers and the OP Units to
be acquired from the Limited Partners who elect to receive Common Shares in
connection with the Mergers) and, if Host has outstanding shares of preferred
stock at the time of the REIT Conversion, a corresponding number of preferred
partnership interests in the Operating Partnership. Host REIT's OP Units, in
the aggregate, should fairly represent the market value of Host REIT but may
not be equal to the fair market or net asset value of the Hotels and other
assets that Host will contribute to the Operating Partnership. The
Partnerships will receive OP Units in the Mergers with a deemed value equal to
the Exchange Value of such Partnership. The different methods of allocating OP
Units to Host REIT and the Partnerships may result in Limited Partners not
receiving the fair market value of their Partnership Interests and Host REIT
receiving a higher percentage of the interests in the Operating Partnership.
See "Determination of Exchange Values and Allocation of OP Units."

ALLOCATIONS OF OP UNITS TO THE BLACKSTONE ENTITIES AND THE PRIVATE
PARTNERSHIPS WERE NOT DETERMINED BY THE EXCHANGE VALUE METHODOLOGIES. The
price and other terms of the acquisitions of certain Private Partnerships and
the Blackstone Acquisition (and thus the allocation of OP Units resulting
therefrom) were determined by arm's length negotiations. The assets to be
acquired in the Blackstone Acquisition did not generate, in the aggregate, pro
forma net income for 1997 or the First Two Quarters 1998. If the partners'
interests in the Private Partnerships and the assets of the Blackstone
Entities had been valued by the same methodologies used to determine the
Exchange Values in the Mergers, the value of the OP Units to be allocated to
such partners or the Blackstone Entities may have been less than they actually
will receive. The different methods of allocating OP Units may result in the
Limited Partners receiving relatively less for their Partnership Interests
than the partners in the Private Partnerships and the Blackstone Entities.

PRICE OF OP UNITS OR COMMON SHARES MIGHT BE LESS THAN THE FAIR MARKET VALUE
OF THE PARTNERSHIP INTERESTS. The price of an OP Unit for purposes of the
Mergers will be equal to the average closing price on the NYSE of a Host REIT
Common Share for the first 20 trading days after the Effective Date of the
Mergers (but it will not be less than $9.50 or greater than $15.50 per OP
Unit). This pricing mechanism has the effect of fixing the minimum and maximum
number of OP Units to be issued in the Mergers. It is likely that, either
initially or over time, the value of the publicly traded Common Shares of Host
REIT (and therefore the value of the OP Units) will diverge from the deemed
value of the OP Units used for purposes of the Mergers. This could result in
the Limited Partners receiving OP Units or Common Shares with an actual value
that is less than either the price of the OP Units for purposes of the Mergers
or the fair market value of their Partnership Interests.

INABILITY OF LIMITED PARTNERS WHO RETAIN OP UNITS TO REDEEM OP UNITS FOR ONE
YEAR. Limited Partners who retain OP Units received in the Mergers will be
unable to redeem such OP Units for one year following the Mergers. Until then,
Limited Partners will bear the risk of illiquidity and of not being able to
sell in a falling market.

VALUE OF THE NOTES WILL BE LESS THAN THE EXCHANGE VALUE. In exchange for OP
Units received in a Merger, each Limited Partner may elect to receive an
unsecured, seven-year Note of the Operating Partnership with a principal
amount equal to the Note Election Amount of his Partnership Interest. The
determination of the Note Election Amount is based upon numerous assumptions
and estimates. The deemed value of the OP Units will exceed the principal
amount of the corresponding Notes in all Partnerships (because the Exchange
Values will be higher than the Note Election Amounts) and there is no
assurance that the Note a Limited Partner receives will have a value equal to
either (i) the fair market value of the Limited Partner's share of the Hotels
and other
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assets owned by his Partnership or (ii) the principal amount of the Notes.
There will be no public market for the Notes. If the Notes are sold, they may
sell at prices substantially below their issuance price. Noteholders are
likely to receive the full principal amount of a Note only if they hold the
Note to maturity, which is December 15, 2005, or if the Operating Partnership
repays the Notes prior to maturity. Because the Notes are unsecured
obligations of the Operating Partnership, they will be effectively
subordinated to all secured debt of the Operating Partnership and all
obligations of both the Participating Partnerships and the Operating
Partnership's other subsidiaries. See "Description of the Notes." As of June
19, 1998, on a pro forma basis assuming the Full Participation Scenario, the
Operating Partnership would have had aggregate consolidated debt of
approximately $5.6 billion (including $567 million of debentures related to
the Convertible Preferred Securities) to which the Notes were effectively
subordinated or which ranks equally with such Notes.

CASH DISTRIBUTIONS MAY EXCEED CASH AVAILABLE FOR DISTRIBUTION; REDUCED CASH
DISTRIBUTIONS FOR CERTAIN LIMITED PARTNERS. Distributions will be made at the
discretion of Host REIT's Board of Directors and will be affected by a number
of factors, including the rental payments received by the Operating
Partnership from the Lessees with respect to the Leases of the Hotels, the
operating expenses of the Operating Partnership, the level of borrowings and
interest expense incurred in borrowing, the Operating Partnership's financial
condition and cash available for distribution, the taxable income of Host REIT
and the Operating Partnership, the effects of acquisitions and dispositions of
assets, unanticipated capital expenditures and distributions required to be
made on any preferred units issued by the Operating Partnership. To the extent
that cash available for distribution (generally cash from operations less
capital expenditures and principal amortization of indebtedness) is
insufficient to pay distributions in accordance with the Operating
Partnership's distribution policy or to maintain the REIT qualification of
Host REIT, the Operating Partnership intends to borrow to make such
distributions. The preliminary estimated initial annual cash distributions of
the Operating Partnership during the twelve months ending December 31, 1999
($226 million) will exceed its estimated cash available for distribution ($163
million) and cash from contingent rents ($54 million) during the twelve months
ending December 31, 1999 (totaling $217 million), which would require
borrowings of approximately $9 million (or $0.04 per OP Unit) to make such
distributions in accordance with the Operating Partnership's distribution
policy. Moreover, if estimated cash from contingent rents were less than $54
million, then the Operating Partnership also would be required to borrow any
such shortfall in order to make such distributions. Actual results may vary
substantially from the estimates and no assurance can be given that the
Operating Partnership's estimates will prove accurate or that any level of
distributions will be made or sustained. In addition, the estimated initial
annual cash distributions of the Operating Partnership or Host REIT to the
Limited Partners of MHP and MHP2 per Partnership Unit ($7,645 and $12,862,
respectively) will be less than the estimated cash distributions from
operations of MHP and MHP2 per Partnership Unit ($16,000 and $27,164,
respectively) during 1998.

TIMING OF THE REIT CONVERSION. Host currently expects to complete the REIT
Conversion during 1998, which would permit Host REIT to qualify as a REIT for
its 1999 taxable year, but it is not a condition to the Mergers that the REIT
Conversion be completed in time for Host REIT to elect REIT status effective
January 1, 1999. If the REIT Conversion does not occur in time for Host REIT
to elect REIT status effective January 1, 1999, the effectiveness of Host
REIT's election could be delayed until January 1, 2000, which would result in
Host REIT continuing to pay substantial corporate-level income taxes in 1999
(which would reduce Host REIT's estimated cash distributions per Common Share
during 1999 to $0.52 per Common Share but not the Operating Partnership's
estimated cash distributions of $0.84 per OP Unit) and could cause the
Blackstone Acquisition not to be consummated. In view of the complexity of the
REIT Conversion and the number of transactions that must occur to complete the
REIT Conversion, Host and the General Partners believe that it is beneficial
both to the Limited Partners and the shareholders of Host to complete the REIT
Conversion as soon as practicable, even if the REIT Conversion cannot be
completed prior to January 1, 1999. If Host REIT's election to be taxed as a
REIT is not effective on January 1, 1999, Host REIT intends to operate
following the REIT Conversion in a manner that would permit it to qualify as a
REIT at the earliest time practicable, and it might pursue a merger with
another entity or other transaction that would permit it to commence a new
taxable year and elect REIT status prior to January 1, 2000. Host REIT in any
event would elect to be treated as a REIT for federal income tax purposes no
later than its taxable year commencing January 1, 2000. It is a condition to
the Mergers that
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they be completed by June 30, 1999, unless the General Partners and the
Operating Partnership mutually agree to extend that deadline to a date no
later than December 31, 1999.

CHANGES IN THE FAIRNESS OPINION. The Fairness Opinion will be updated by AAA
only if so requested by the Operating Partnership. If no such request is made,
changes may occur from the date of the Fairness Opinion to the Effective Date
of the Mergers that might affect the conclusions expressed in the Fairness
Opinion, some of which could be material.

FUNDAMENTAL CHANGE IN THE NATURE OF INVESTMENT; POTENTIAL
UNDERPERFORMANCE. The Mergers and the REIT Conversion involve a fundamental
change in the nature of a Limited Partner's investment from holding an
interest in one or more Partnerships, some of which were structured as tax
shelter or tax credit investments, and each of which is a finite-life entity
that expires between the years 2063 and 2106, own only one or a fixed
portfolio of (or controlling interests in) Hotels and distribute the cash flow
from the operation of such Hotels to its partners, to holding a direct or
indirect interest in the Operating Partnership, an ongoing real estate
company, that (i) is expected to initially own interests in up to
approximately 125 Hotels, (ii) will distribute to its partners the rents
received from the Lessees (which will operate the Hotels and bear the risks
and receive the direct benefits of the Hotels), (iii) has the ability to
acquire additional hotels (including hotels with additional brands) and
(iv) will be able to reinvest proceeds from sales or refinancings of existing
Hotels in additional hotels.

Those Limited Partners who elect to receive Common Shares in connection with
the Mergers will hold an equity interest in a publicly traded REIT that
(i) provides immediate liquidity, (ii) intends to make distributions to its
shareholders in an amount equal to at least 95% of its taxable income,
(iii) allows shareholders to influence management by participation in the
election of directors and (iv) realizes substantial corporate tax savings as
long as certain requirements are met.

In addition, the Operating Partnership does not anticipate that it will
distribute to its limited partners the proceeds from properties that are sold
or refinancings, but instead generally will reinvest such proceeds to repay
indebtedness, acquire additional existing properties, develop new properties
or fund capital expenditure or other working-capital needs. Thus, in contrast
to an investment in the Partnerships, Limited Partners who retain OP Units
will not be able to realize a return of capital through distributions of sale
and refinancing proceeds. Instead, Limited Partners will be able to realize a
return of capital primarily through the exercise of their Unit Redemption
Right, thereby receiving cash or, if the OP Units are redeemed for Common
Shares, by selling the Common Shares received as a result thereof. A Limited
Partner's share of the liquidation proceeds, if any, from the sale of a
Partnership's Hotel or Hotels could be higher than the amount realized upon
exercise of the Unit Redemption Right, the sale of Common Shares received in
connection with the Mergers or payments on any Note received by a Limited
Partner in connection with the Mergers. An investment in the Operating
Partnership or Host REIT may not outperform an investment in any individual
Partnership. See "Comparison of Ownership of Partnership Interests, OP Units
and Common Shares."

EXPOSURE TO MARKET AND ECONOMIC CONDITIONS OF OTHER HOTELS. As a result of
the Mergers, Limited Partners in Participating Partnerships who retain OP
Units or elect to receive Common Shares in connection with the Mergers will
own interests in a much larger enterprise with a broader range of assets than
any of the Partnerships individually. A material adverse change affecting the
Operating Partnership's assets will affect all Limited Partners regardless of
whether a particular Limited Partner previously was an investor in such
affected assets. Each Partnership owns discrete assets, and the Mergers and
the REIT Conversion will significantly diversify the types and geographic
locations of the Hotels in which the Limited Partners will have interests. As
a result, the Hotels owned by the Operating Partnership may be affected
differently by economic and market conditions than those Hotel (s) previously
owned by an individual Partnership.

LIMITED PARTNERS HAVE NO CASH APPRAISAL RIGHTS. Limited Partners of
Participating Partnerships who vote against the Merger will not have a right
to receive cash based upon an appraisal of their Partnership Interests.

UNCERTAINTIES AS TO THE SIZE AND LEVERAGE OF THE OPERATING PARTNERSHIP. The
Limited Partners cannot know at the time they vote on a Merger the exact size

and amount of leverage of the Operating Partnership. Host
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is an existing operating company that regularly issues and repays debt,
acquires additional hotels and disposes of existing hotels. Also, some or all
of the Partnerships may elect not to participate in a Merger. In addition,
outside partners in certain Private Partnerships may not consent to a lease of
their partnership's Hotel(s). In either such case, Host will contribute its
interests in such Partnerships and Private Partnerships to the Operating
Partnership but the Operating Partnership may contribute such interests to a
Non-Controlled Subsidiary, which will be subject to corporate-level income
taxation. Host also may repurchase outstanding securities or issue new debt or
equity securities prior to the consummation of the Mergers and the REIT
Conversion.

OTHER UNCERTAINTIES AT THE TIME OF VOTING INCLUDE NUMBER OF OP UNITS TO BE
RECEIVED. There are several other uncertainties at the time the Limited
Partners must vote on the Mergers, including (i) the exact Exchange Value for
each Partnership (which will be adjusted for changes in lender and capital
expenditure reserves, deferred maintenance and other items prior to the
Effective Date), (ii) the price of the OP Units for purposes of the Mergers,
which will be determined by reference to the post-Merger trading prices of
Host REIT's Common Shares (but will not be less than $9.50 or greater than
$15.50 per OP Unit) and which, together with the Exchange Value, will
determine the number of OP Units (or Common Shares) the Limited Partners of
each Participating Partnership will receive and (iii) the exact principal
amount of the Notes that may be received in exchange for OP Units, which
cannot be known until after the Note Election Amount has been determined. For
these reasons, the Limited Partners cannot know at the time they vote on a
Merger these important aspects of the Merger and they will not know the number
of OP Units received in a Merger until approximately 25 trading days after the
Merger.

LACK OF CONTROL OVER HOTEL OPERATIONS. Due to current federal income tax law
restrictions on a REIT's ability to derive revenues directly from the
operation of a hotel, the Operating Partnership will lease virtually all of
its consolidated Hotels to the Lessees, which will operate the Hotels by
continuing to retain the Managers pursuant to the Management Agreements. The
Operating Partnership will not operate the Hotels or participate in the
decisions affecting the daily operations of the Hotels. The Operating
Partnership will have only limited ability to require the Lessees or the
Managers to operate or manage the Hotels in any particular manner and no
ability to govern any particular aspect of their day-to-day operation or
management. Even if Host REIT's management believes the Lessees or the
Managers are operating or managing the Hotels inefficiently or in a manner
that does not result in the maximization of rental payments to the Operating
Partnership under the Leases, the Operating Partnership has only a limited
ability to require the Lessees or the Managers to change their method of
operation or management. Therefore, the Operating Partnership will be
dependent for its revenue upon the ability of the Lessees and the Managers to
operate and manage the Hotels. The Operating Partnership is limited to seeking
redress only if the Lessees violate the terms of the Leases and then only to
the extent of the remedies set forth therein. Remedies under the Leases
include the Operating Partnership's ability to terminate a Lease upon certain
events of default such as the Lessee's failure to pay rent or failure to
maintain certain net worth requirements and breaches of other specified
obligations under the Leases. See "Business and Properties--The Leases."
Termination of a Lease, however, could impair Host REIT's ability to qualify
as a REIT for federal income tax purposes unless another suitable lessee could
be found.

LACK OF CONTROL OVER NON-CONTROLLED SUBSIDIARIES. The Non-Controlled
Subsidiaries will hold various assets (not exceeding, in the aggregate, 20% by
value of the assets of the Operating Partnership), consisting primarily of
interests in hotels which are not leased, certain furniture, fixtures and
equipment used in the Hotels and certain international hotels. The direct
ownership or control of most of these assets by the Operating Partnership
could jeopardize Host REIT's status as a REIT. Although the Operating
Partnership will own 95% of the total economic interests of the Non-Controlled
Subsidiaries, the Host Employee Trust and possibly certain other investors
will own all of the voting common stock of the Non-Controlled Subsidiaries
(which will represent the remaining 5% of the total economic interest
thereof). As the owner of the voting stock of the Non-Controlled Subsidiaries,
the Host Employee Trust and possibly certain other investors will select the
directors of the Non-Controlled Subsidiaries, who will be responsible for
overseeing the operations of those entities. As a result, the Operating
Partnership will have no control over the operation or management of the
hotels or other assets owned by the Non-Controlled Subsidiaries even though it
will depend upon the Non-Controlled Subsidiaries for a significant portion of
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its revenues (and the activities of the Non-Controlled Subsidiaries could
cause the Operating Partnership to be in default under its principal debt
facilities).

DEPENDENCE OF THE OPERATING PARTNERSHIP UPON CRESTLINE. Crestline and its
subsidiaries will be the Lessees of substantially all of the Hotels and their
rent payments will be the primary source of the Operating Partnership's
revenues. Crestline's financial condition and ability to meet its obligations
under the Leases will determine the Operating Partnership's ability to make
distributions to its partners (including Host REIT) and Host REIT's ability,
in turn, to make distributions to its shareholders. As of June 19, 1998, on a
pro forma basis, after giving effect to the REIT Conversion, Crestline would
have had approximately $315 million of indebtedness (including $100 million
due to Host REIT to pay for hotel working capital purchased from Host REIT but
not including guarantees of obligations of Crestline's subsidiaries under the
Leases and the Management Agreements) and Crestline can incur additional
indebtedness in the future. There can be no assurance that Crestline will have
sufficient assets, income and access to financing to enable it to satisfy its
obligations under the Leases. In addition, the credit rating of the Operating
Partnership and Host REIT will be affected by the general creditworthiness of
Crestline.

EXPIRATION OF THE LEASES AND POSSIBLE INABILITY TO FIND OTHER LESSEES. The
Leases generally will expire seven to ten years after the Effective Date, and
there can be no assurance that the affected Hotels will be relet to the
Lessees (or if relet, will be relet on terms as favorable to the Operating
Partnership). If the Hotels are not relet to the Lessees, the Operating
Partnership will be required to find other lessees, which lessees must meet
certain requirements set forth in the Management Agreements and the Code.
There can be no assurance that satisfactory lessees could be found or as to
the terms and conditions on which the Operating Partnership would be able to
relet the Hotels or enter into new leases with such lessees, which could
result in a failure of Host REIT to qualify as a REIT or in reduced cash
available for distribution.

REQUISITE VOTE OF LIMITED PARTNERS OF PARTNERSHIPS BINDS ALL LIMITED
PARTNERS. For each Partnership, approval of a Merger and the related
amendments to its partnership agreement by the requisite vote of the Limited
Partners, as described in "Voting Procedures--Required Limited Partner Vote
and Other Conditions," will cause the Partnership to participate in the Merger
and will bind all Limited Partners of such Partnership, including Limited
Partners who voted against or abstained from voting with respect to the Merger
and the related amendments to its partnership agreement.

INABILITY TO OBTAIN THIRD-PARTY CONSENTS MAY HAVE A MATERIAL ADVERSE
EFFECT. There are numerous third-party consents which are required to be
obtained in order to consummate the Mergers and the REIT Conversion. These
include consents of many hotel project lenders, ground lessors, joint venture
partners, Marriott International and others. The inability of Host, the
Operating Partnership or Host REIT to obtain one or more such consents could
cause a default under the cross-default provisions of the Company's principal
credit facilities. Although the Operating Partnership will not consummate any
Merger or the REIT Conversion unless it believes that the inability of Host,
the Operating Partnership or Host REIT to obtain one or more consents would
not reasonably be expected to have a material adverse effect on the Company's
business, financial condition or results of operations, there can be no
assurance that such a material adverse effect will not occur, which could
reduce the value of the OP Units and Common Shares.

SUBSTANTIAL INDEBTEDNESS OF THE OPERATING PARTNERSHIP. The Operating
Partnership will have substantial indebtedness. As of June 19, 1998, on a pro
forma basis assuming the Full Participation Scenario, the Operating
Partnership had outstanding indebtedness totaling approximately $5.6 billion
(including $567 million of debentures relating to the Convertible Preferred
Securities), which represents an approximately 62% debt-to-total market
capitalization ratio on a pro forma basis at such date (based upon a price per
Common Share of Host REIT of $12.50). The Operating Partnership's business is
capital intensive and it will have significant capital requirements in the
future. The Operating Partnership's leverage level could affect its ability to
(i) obtain financing in the future, (ii) undertake refinancings on terms and
subject to conditions deemed acceptable by the Operating Partnership, (iii)
make distributions to partners (including Host REIT), (iv) pursue its
acquisition strategy or (v) compete effectively or operate successfully under
adverse economic conditions. In the event that
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the Operating Partnership's cash flow and working capital are not sufficient
to fund the Operating Partnership's expenditures or to service its
indebtedness, the Operating Partnership would be required to raise additional
funds through capital contributions, the refinancing of all or part of its
indebtedness, the incurrence of additional permitted indebtedness or the sale
of assets. There can be no assurance that any of these sources of funds would
be available, if at all, in amounts sufficient for the Operating Partnership
to meet its obligations. Moreover, even if the Operating Partnership were able
to meet its obligations, its leveraged capital structure could significantly
limit its ability to finance its acquisition program and other capital
expenditures, to compete effectively or to operate successfully, especially
under adverse economic conditions.

NO LIMITATION ON DEBT. Host REIT will have a policy of incurring debt only
if, immediately following such incurrence, its debt-to-total market
capitalization ratio on a pro forma basis would be 60% or less. However, there
are no limitations in Host REIT's or the Operating Partnership's
organizational documents that limit the amount of indebtedness that either
entity may incur, although both the Notes and the Operating Partnership's
other debt instruments will contain certain restrictions on the amount of
indebtedness that the Operating Partnership may incur. Accordingly, the Board
of Directors could alter or eliminate this policy from time to time to the
extent permitted by its debt agreements. If this policy were changed, the
Operating Partnership could become more highly leveraged, resulting in an
increase in debt service payments that could adversely affect the Operating
Partnership's cash flow and, consequently, the cash available for distribution
to holders of OP Units and Common Shares and could increase the risk of
default on the Operating Partnership's indebtedness.

INDIVIDUAL ASSETS MAY OUTPERFORM THE OPERATING PARTNERSHIP'S PORTFOLIO. If
consummated as contemplated, the Mergers and the REIT Conversion will combine
into a single entity all of the assets and liabilities associated with the
Participating Partnerships, the Private Partnerships and Host, as well as the
Blackstone Hotels. Assets of certain Participating Partnerships may, over
time, outperform the OP Units, which represent undivided interests in all of
the assets of the Operating Partnership. Although the Exchange Values of the
Participating Partnerships will be determined in part by the estimated future
cash flows of such Partnerships, Limited Partners of a Participating
Partnership that would outperform the Operating Partnership if allowed to
continue as a separate entity will nonetheless receive the same rate of return
per OP Unit as the rest of the limited partners of the Operating Partnership.
In addition, the return that such Limited Partners receive on their investment
in the Operating Partnership could be lower than the return that their
Partnership would have provided if it had not participated in the Merger.

LEASES COULD IMPAIR THE SALE OR OTHER DISPOSITION OF THE OPERATING
PARTNERSHIP'S HOTELS. Each Lease generally provides for a termination payment
if the Lease is terminated by the Operating Partnership prior to the
expiration of the term of such Lease (including due to a change in the federal
income tax laws that allows the Operating Partnership to operate the Hotels
without jeopardizing Host REIT's status as a REIT), except following a default
by a Lessee and in certain other circumstances (including in connection with
the sale of up to 12 Hotels without a termination payment) or unless the
Operating Partnership leases to the Lessee a comparable substitute hotel. The
termination fee is equal to the fair market value of the Lessee's leasehold
interest in the remaining term of the Lease. The payment of such termination
fee under the Leases could have the effect of impairing the ability of the
Operating Partnership to sell its Hotels if market conditions otherwise
warrant such a sale and would reduce the net proceeds of any such sale. See
"Business and Properties--The Leases--Termination of Leases upon Disposition
of Hotels."

MANAGEMENT AGREEMENTS COULD IMPAIR THE SALE OR OTHER DISPOSITION OF THE
OPERATING PARTNERSHIP'S HOTELS. Marriott International serves as the manager
for all but 16 of the Operating Partnership's Hotels and provides various
other services to Host and its subsidiaries. Although the Lessees will have
primary liability under the Management Agreements as long as the Leases are in
effect, the Operating Partnership will remain liable thereunder. The Hotels
generally may not be sold or otherwise transferred unless the transferee
assumes the Management Agreements relating thereto and meets certain other
conditions. The possible desire of the Operating Partnership, from time to
time, to finance, refinance or effect a sale of any of the properties managed
by Marriott International or another manager may, depending upon the structure
of such transactions, result in a need to modify the Management Agreements
with Marriott International or such other manager with respect to
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such property. Any such modification proposed by the Operating Partnership may
not be acceptable to Marriott International or such other manager, and the
lack of consent from Marriott International or such other manager could
adversely affect the Operating Partnership's ability to consummate such
financing, refinancing or sale. In addition, certain situations could arise
where actions taken by Marriott International or another manager in its
capacity as manager of competing lodging properties would not necessarily be
in the best interests of the Operating Partnership. Nevertheless, the
Operating Partnership believes that there is sufficient mutuality of interest
between the Operating Partnership and Marriott International or another
manager to result in a mutually productive relationship.

NO CONTROL OVER MAJOR DECISIONS. Currently, Limited Partners of the
Partnerships generally have the right to vote on certain major transactions,
such as (i) a sale of all or substantially all of a Partnership's assets, (ii)
a merger or consolidation of a Partnership with another entity, (iii)
incurrence of certain types and amounts of debt, (iv) amendments to the
partnership agreement or (v) removal of the General Partner, although all such
matters (except removal of the General Partner) also require the approval of
the General Partner. In contrast, limited partners of the Operating
Partnership generally will have no voting rights as to management (including a
change in control of management), debt financing (including reduction of
mortgage indebtedness, except in certain limited circumstances), sale or other
disposition of one or more Hotels (except with respect to a sale of all or
substantially all of the Hotels, although Host REIT's percentage interest in
the Operating Partnership and its ability to vote such interests give it the
ability to determine the outcome of that vote) or removal of Host REIT as
general partner of the Operating Partnership. See "Description of OP Units--
Removal or Withdrawal of Host REIT; Transfer of Host REIT's Interests," "--
Borrowing by the Operating Partnership" and "--Sales of Assets." However,
limited partners of the Operating Partnership will have certain voting rights
during the first year following the Mergers. See "Description of OP Units--
Certain Voting Rights of Holders of OP Units During the First Year Following
the Mergers." After the REIT Conversion, substantially all actions taken by
the Operating Partnership will be based upon decisions made by the management
and Board of Directors (as constituted from time to time) of Host REIT, in its
absolute discretion, as the sole general partner of the Operating Partnership.

FOREGOING POTENTIAL BENEFITS OF ALTERNATIVES TO THE REIT CONVERSION. The
alternatives to participation in the REIT Conversion through a Merger include
continuation of a Partnership, sale of the Partnership's assets and
liquidation, reorganization as a separate REIT or merger of the Partnership
with an existing REIT or UPREIT. Continuation of a Partnership in accordance
with its existing business plan would not subject the Partnership to the risks
associated with a Merger or change the Limited Partners' voting rights or the
policy governing their cash distributions. Liquidation of a Partnership would
allow Limited Partners to receive the net proceeds from the sale of the
Partnership's assets and would permit valuation of the Partnership's assets
through negotiations with prospective purchasers (in many cases unrelated
third parties), making it unnecessary to rely upon other valuation methods to
estimate fair market value. Such a sale and liquidation, however, would result
in substantial taxable income for many Limited Partners at the time of
liquidation. Reorganization of a Partnership as a separate REIT would allow
certain Limited Partners to receive REIT shares immediately and achieve
liquidity (but such REIT shares would represent an investment in a
substantially smaller company with substantially fewer publicly held shares)
and to continue their investment only in their existing Hotel(s) (although
Limited Partners with negative capital accounts would be required to recognize
gain to the extent thereof upon formation of the separate REIT). Merger of a
Partnership with an existing REIT would give Limited Partners liquidity (or in
the case of a merger with an UPREIT, tax deferral advantages) but would
benefit Limited Partners more than the Mergers only if the consideration
received had a value in excess of the value of the OP Units to be received in
the Mergers. See "Background and Reasons for Mergers and the REIT Conversion--
Alternatives to the Mergers."

NO PARTNER LIABILITY. The merger agreements pursuant to which subsidiaries
of the Operating Partnership will merge with the Partnerships provide that the
Operating Partnership will have no recourse against any of the partners in the
Participating Partnerships in the event the Operating Partnership suffers a
loss as the result of an inaccuracy in any representation or warranty made by
the Partnership in such merger agreements.
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DILUTION. While currently there are no specific proposals for the Operating
Partnership to issue OP Units beyond those to be issued in the REIT Conversion
and the Blackstone Acquisition, the Operating Partnership expects to pursue
acquisitions of additional hotels. These acquisitions may be financed through
the issuance of OP Units or other limited partnership interests directly to
property owners or to Host REIT in exchange for cash.

Any such OP Units or other limited partnership interests in the Operating
Partnership may have certain preferences. Additional issuances of equity
securities of Host REIT or OP Units in connection with acquisitions of
additional hotels or offerings of securities for cash may occur in the
discretion of Host REIT's Board of Directors, and would result in proportional
reductions of the percentage ownership interests of the limited partners (or
other holders of OP Units) of the Operating Partnership. See "Description of
OP Units."

RISKS OF OWNERSHIP OF OP UNITS AND COMMON SHARES

INABILITY TO REMOVE HOST REIT AS GENERAL PARTNER OF THE OPERATING
PARTNERSHIP. The Partnership Agreement provides that limited partners may not
remove Host REIT as general partner of the Operating Partnership with or
without cause (unless neither the general partner nor its parent entity is a
"public company," in which case the general partner may be removed with or
without cause by limited partners holding percentage interests in the
Operating Partnership ("Percentage Interests") that are more than 50% of the
aggregate Percentage Interests of the outstanding limited partnership
interests entitled to vote thereon, including any such interests held by the
general partner). The inability to remove Host REIT as general partner may not
be in the best interests of the limited partners of the Operating Partnership.
See "Description of OP Units--Removal or Withdrawal of Host REIT; Transfer of
Host REIT's Interests."

RESTRICTIONS ON TRANSFER OF OP UNITS. The Partnership Agreement contains
restrictions on the ability of limited partners to transfer their OP Units,
except in certain limited circumstances, without the prior written consent of
Host REIT. See "Description of OP Units--Restrictions on Transfers of
Interests by Limited Partners."

LIMITATIONS ON ACQUISITION OF OP UNITS AND COMMON SHARES AND CHANGE IN
CONTROL. Host REIT's Charter and Bylaws, the Partnership Agreement, the
Shareholder Rights Plan (to be adopted by Host REIT to replace Host's existing
shareholder rights plan) and Maryland law contain a number of provisions that
could delay, defer or prevent a transaction or a change of control of Host
REIT that might involve a premium price for holders of Common Shares or
otherwise be in their best interests, including the following:

OWNERSHIP LIMIT. The 9.8% ownership limit described under "--Possible
Adverse Consequences of Limits on Ownership of Common Shares" below may
have the effect of precluding a change in control of Host REIT by a third
party without the consent of the Board of Directors, even if such change in
control would be in the interest of the limited partners of the Operating
Partnership or shareholders of Host REIT (and even if such change in
control would not reasonably jeopardize the REIT status of Host REIT).

STAGGERED BOARD. The Charter will provide that the Board of Directors
initially shall consist of eight members and may be thereafter increased or
decreased in accordance with the Bylaws of Host REIT, provided that the
total number of directors may not be fewer than three nor more than 13.
Pursuant to Host REIT's Bylaws, the number of directors shall be fixed by
the Board of Directors within the limits set forth in the Charter. The
Board of Directors of Host REIT will be divided into three classes of
directors. The terms of the first, second and third classes will expire in
1999, 2000 and 2001, respectively. Directors for each class will be chosen
for a three-year term upon the expiration of the then current class' term,
beginning in 1999. The staggered terms for directors may affect the
shareholders' ability to effect a change in control of Host REIT, even if a
change in control would be in the interest of the limited partners of the
Operating Partnership or shareholders of Host REIT.

REMOVAL OF BOARD OF DIRECTORS. Host REIT's Charter will provide that,
except for any directors who may be elected by holders of a class or series
of shares of capital stock other than the Common Shares, directors may be
removed only for cause and only by the affirmative vote of shareholders
holding at least two-thirds of the shares then outstanding and entitled to
be cast for the election of directors. Vacancies on the Board of Directors
may be filled by the concurring vote of a majority of the remaining
directors and, in
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the case of a vacancy resulting from the removal of a director by the
shareholders by at least two-thirds of all the votes entitled to be cast in
the election of directors.

PREFERRED SHARES; CLASSIFICATION OR RECLASSIFICATION OF UNISSUED SHARES
OF CAPITAL STOCK WITHOUT SHAREHOLDER APPROVAL. Host REIT's Charter provides
that the total number of shares of stock of all classes which Host REIT has
authority to issue is 800,000,000 shares of stock, initially consisting of
750,000,000 Common Shares and 50,000,000 shares of preferred stock. The
Board of Directors is authorized, without a vote of shareholders, to
classify or reclassify any unissued shares of stock, including Common
Shares into preferred shares or vice versa, and to establish the
preferences and rights of any preferred or other class or series of shares
to be issued. The issuance of preferred shares or other shares having
special preferences or rights could have the effect of delaying or
preventing a change in control of Host REIT even if a change in control
would be in the interest of the shareholders of Host REIT or limited
partners of the Operating Partnership. Because the Board of Directors will
have the power to establish the preferences and rights of additional
classes or series of shares without a shareholder vote, the Board of
Directors may afford the holders of any such class or series preferences,
powers and rights, including voting rights, senior to the rights of holders
of the Common Shares.

CONSENT RIGHTS OF THE LIMITED PARTNERS. Under the Partnership Agreement,
Host REIT generally will be able to merge or consolidate with another
entity with the consent of partners holding Percentage Interests that are
more than 50% of the aggregate Percentage Interests of the outstanding
partnership interests entitled to vote thereon (including any such
partnership interests held by Host REIT) as long as the holders of OP Units
either will receive or will have the right to receive the same
consideration as the holders of Common Shares. Host REIT, as holder of a
majority of the OP Units, would be able to control the outcome of such
vote. Under the Charter, the approval of the holders of at least two-thirds
of the outstanding Host REIT Common Shares generally is necessary to
effectuate such merger or consolidation.

MARYLAND BUSINESS COMBINATION LAW. Under the Maryland General Corporation
Law (the "MGCL"), certain "business combinations" (including certain
issuances of equity securities) between a Maryland corporation and any
person who owns 10% or more of the voting power of the corporation's then
outstanding shares (an "Interested Shareholder") or an affiliate of the
Interested Shareholder are prohibited for five years after the most recent
date in which the Interested Shareholder becomes an Interested Shareholder.
Thereafter, any such business combination must be approved by a
supermajority (80%) of outstanding voting shares, and by two-thirds of
voting shares other than voting shares held by an Interested Shareholder
unless, among other conditions, the corporation's common shareholders
receive a minimum price (as defined in the MGCL) for their shares and the
consideration is received in cash or in the same form as previously paid by
the Interested Shareholder. Host REIT will be subject to the Maryland
business combination statute.

MARYLAND CONTROL SHARE ACQUISITION LAW. Under the MGCL, "control shares"
acquired in a "control share acquisition" have no voting rights except to
the extent approved by a vote of two-thirds of the votes entitled to be
cast on the matter, excluding shares owned by the acquiror and by officers
or directors who are employees of the corporation. "Control shares" are
voting shares which, if aggregated with all other such shares previously
acquired by the acquiror or in respect of which the acquiror is able to
exercise or direct the exercise of voting power (except solely by virtue of
a revocable proxy), would entitle the acquiror to exercise voting power in
electing directors within one of the following ranges of voting power: (i)
one-fifth or more but less than one-third, (ii) one-third or more but less
than a majority or (iii) a majority or more of the voting power. Control
shares do not include shares the acquiring person is then entitled to vote
as a result of having previously obtained shareholder approval. A "control
share acquisition” means the acquisition of control shares, subject to
certain exceptions. Host REIT will be subject to these control share
provisions of Maryland law.

ADVANCE NOTICE OF DIRECTOR NOMINATIONS AND NEW BUSINESS. The Bylaws of
Host REIT impose certain advance notice requirements that must be met for
nominations of persons for election to the Board of Directors and the
proposal of business to be considered by shareholders. The advance notice
provisions contained in the Bylaws generally require nominations and new
business proposals by shareholders to be
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delivered to the Secretary of Host REIT not later than the close of
business on the 60th day nor earlier than the close of business on the 90th
day before the date on which Host REIT mailed its proxy materials for the
prior year's annual meeting of shareholders.

MEETINGS OF SHAREHOLDERS; CALL OF SPECIAL MEETINGS; SHAREHOLDER ACTION IN
LIEU OF MEETING BY UNANIMOUS CONSENT. Host REIT's Bylaws provide that
annual meetings of shareholders shall be held on a date and at the time set
by the Board of Directors during the month of May each year (commencing in
May 1999). Special meetings of the shareholders may be called by the
President or the Board of Directors or on the written request of
shareholders entitled to cast a majority of all the votes entitled to be
cast at the meeting. Any action required or permitted to be taken by the
shareholders must be effected at a duly called annual or special meeting of
shareholders or by unanimous written consent.

MERGER, CONSOLIDATION, SHARE EXCHANGE AND TRANSFER OF ASSETS OF HOST
REIT. Pursuant to Host REIT's Charter, subject to the terms of any class or
series of capital stock at the time outstanding, Host REIT may merge with
or into another entity, may consolidate with one or more other entities,
may participate in a share exchange or may transfer its assets within the
meaning of the MGCL if approved (i) by the Board of Directors in the manner
provided in the MGCL and (ii) by shareholders by the affirmative vote of
two-thirds of all the votes entitled to be cast on the matter (except that
any merger of Host REIT with or into a trust organized for the purpose of
changing Host REIT's form of organization from a corporation to a trust
will require the approval of shareholders of Host REIT by the affirmative
vote only of a majority of all the votes entitled to be cast on the
matter). Under the MGCL, certain mergers may be accomplished without a vote
of shareholders and a share exchange need be approved by a Maryland
successor only by its Board of Directors. A voluntary dissolution of Host
REIT also would require the affirmative vote of two-thirds of all the votes
entitled to be cast on the matter.

AMENDMENTS TO HOST REIT'S CHARTER AND BYLAWS. The provisions contained in
Host REIT's Charter relating to restrictions on transferability of the
Common Shares, the classified Board and fixing the size of the Board within
the range set forth in the Charter, as well as the provisions relating to
removal of directors and the filling of Board vacancies may be amended only
by a resolution adopted by the Board of Directors and approved by
shareholders by the affirmative vote of the holders of not less than two-
thirds of the votes entitled to be cast on the matter. As permitted under
the MGCL, the Charter and Bylaws of Host REIT provide that directors have
the exclusive right to amend the Bylaws. Amendments of this provision of
the Charter also would require Board action and approval by two-thirds of
all votes entitled to be cast on the matter.

MARRIOTT INTERNATIONAL PURCHASE RIGHT. In connection with Host's spinoff
of Marriott International in 1993, Marriott International obtained the
right to purchase up to 20% of each class of Host's outstanding voting
shares at the then fair market value upon the occurrence of certain change
of control events involving Host (the "Marriott International Purchase
Right"). The Marriott International Purchase Right will continue in effect
after the Mergers (until June 2017), subject to certain limitations
intended to protect the REIT status of Host REIT. The Marriott
International Purchase Right may have the effect of discouraging a takeover
of Host REIT, because any person considering acquiring a substantial or
controlling block of Host REIT Common Shares will face the possibility that
its ability to obtain or exercise control would be impaired or made more
expensive by the exercise of the Marriott International Purchase Right.

SHAREHOLDER RIGHTS PLAN. Host REIT intends to adopt a Shareholder Rights
Plan to replace the existing Host shareholder rights plan. The new
Shareholder Rights Plan is expected to provide, among other things, that
upon the occurrence of certain events, shareholders will be entitled to
purchase from Host REIT a newly created series of junior preferred shares,
subject to Host REIT's Ownership Limit. The preferred share purchase rights
will be triggered by the earlier to occur of (i) ten days following the
date of a public announcement that a person or group acting in concert has
acquired, or obtained the right to acquire, beneficial ownership of 20% or
more of the outstanding Common Shares or (ii) ten business days following
the commencement of or announcement of an intention to make a tender or
exchange offer, the consummation of which would result in the acquiring
person becoming the beneficial owner of 20% or more of such outstanding
Common Shares. The preferred share purchase rights would cause substantial
dilution
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to a person or group that attempts to acquire Host REIT on terms not
approved by the Board of Directors. See "Description of Capital Stock" and
"Certain Provisions of Maryland Law and Host REIT's Charter and Bylaws."

POSSIBLE ADVERSE CONSEQUENCES OF LIMITS ON OWNERSHIP OF COMMON SHARES. To
maintain its qualification as a REIT for federal income tax purposes, not more
than 50% in value of the outstanding shares of capital stock of Host REIT may
be owned, directly or indirectly, by five or fewer individuals (as defined in
the Code to include certain entities). See "Federal Income Tax Consequences--—
Federal Income Taxation of Host REIT Following the Mergers--Requirements for
Qualification." In addition, a person who owns, directly or by attribution,
10% or more of an interest in a tenant of Host REIT (or a tenant of any
partnership in which Host REIT is a partner) cannot own, directly or by
attribution, 10% or more of the shares of Host REIT without jeopardizing Host
REIT's qualification as a REIT. Primarily to facilitate maintenance of its
qualification as a REIT for federal income tax purposes, the ownership limit
under the Host REIT Charter will prohibit ownership, directly or by virtue of
the attribution provisions of the Code, by any person or persons acting as a
group of more than 9.8% of the issued and outstanding Common Shares (subject
to an exception for Common Shares held prior to the REIT Conversion so long as
the holder thereof would not own more than 9.9% in value of the outstanding
shares of Host REIT) and will prohibit ownership, directly or by virtue of the
attribution provisions of the Code, by any person or persons acting as a group
of more than 9.8% of the issued and outstanding shares of any class or series
of Host REIT's preferred shares (collectively, the "Ownership Limit"). The
Board of Directors, in its sole and absolute discretion, may waive or modify
the Ownership Limit with respect to one or more persons who would not be
treated as "individuals" for purposes of the Code if it is satisfied, based
upon information required to be provided by the party seeking the waiver and
upon an opinion of counsel satisfactory to the Board of Directors, that
ownership in excess of this limit will not cause a person who is an individual
to be treated as owning shares in excess of the Ownership Limit, applying the
applicable constructive ownership rules, and will not otherwise jeopardize
Host REIT's status as a REIT for federal income tax purposes (for example, by
causing any tenant of the Operating Partnership or any of the Hotel
Partnerships (including, but not limited to, Crestline and the Lessees) to be
considered a "related party tenant" for purposes of the REIT qualification
rules) . Common Shares acquired or held in violation of the Ownership Limit
will be transferred automatically to a trust for the benefit of a designated
charitable beneficiary, and the person who acquired such Common Shares in
violation of the Ownership Limit will not be entitled to any distributions
thereon, to vote such Common Shares or to receive any proceeds from the
subsequent sale thereof in excess of the lesser of the price paid therefor or
the amount realized from such sale. A transfer of Common Shares to a person
who, as a result of the transfer, violates the Ownership Limit may be void
under certain circumstances, and, in any event, would deny the transferee any
of the economic benefits of owning Common Shares in excess of the Ownership
Limit. See "Description of Capital Stock--Restrictions on Ownership and
Transfer." The Ownership Limit may have the effect of delaying, deferring or
preventing a change in control and, therefore, could adversely affect the
shareholders' ability to realize a premium over the then-prevailing market
price for the Common Shares in connection with such transaction.

POSSIBLE DIFFERING FIDUCIARY DUTIES OF GENERAL PARTNERS AND HOST REIT. The
General Partners, Host REIT, as general partner of the Operating Partnership,
and the Board of Directors of Host REIT, respectively, owe fiduciary duties to
their constituent owners. Although some courts have interpreted the fiduciary
duties of the Board of Directors in the same way as the duties of a general
partner in a limited partnership, it is unclear whether, or to what extent,
there are differences in such fiduciary duties. It is possible that the
fiduciary duties of the directors of Host REIT to the shareholders may be less
than those of the General Partners to their respective limited partners or
Host REIT, as general partner of the Operating Partnership, to the limited
partners of the Operating Partnership. The Partnership Agreement contains a
specific provision to the effect that Host REIT, as general partner of the
Operating Partnership, is under no obligation to consider the separate
interests of the limited partners of the Operating Partnership in taking
partnership action and also contains broad exculpatory language. Since the
partnership agreements of the Partnerships do not contain the same provisions,
the fiduciary duties of Host REIT, as general partner of the Operating
Partnership, to the limited partners of the Operating
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Partnership may be less than those of the General Partners to their respective
Limited Partners. See "Comparison of Ownership of Partnership Interests, OP
Units and Common Shares--Fiduciary Duties."

EFFECT ON COMMON SHARE PRICE OF SHARES AVAILABLE FOR FUTURE SALE. Sales of a
substantial number of Common Shares, or the perception that such sales could
occur, could adversely affect prevailing market prices for Common Shares.
Limited Partners who elect to receive Common Shares in connection with the
Mergers will be able to sell such shares at any time after they are received
(unless held by an affiliate of Host REIT). Beginning July 1, 1999, half of
the approximately 43.7 million OP Units expected to be issued in the
Blackstone Acquisition will become redeemable pursuant to their Unit
Redemption Right, an additional 25% will be redeemable on October 1, 1999, and
the balance will be redeemable on January 1, 2000, which means it is possible
for the Blackstone Entities to convert all of their OP Units into Common
Shares prior to, or concurrently with, the first time the Limited Partners who
retain OP Units would be able to exercise their Unit Redemption Right and
possibly causing the price of the Common Shares to decrease prior to such
Limited Partners being able to sell their Common Shares. In addition,
beginning at least one year after the Effective Date (or after a lesser period
in certain circumstances), other holders of OP Units, including Limited
Partners who retain OP Units received in the Mergers, may be able to sell
Common Shares received upon exercise of their Unit Redemption Right in the
public market pursuant to registration or exemptions from registration.
Further, a substantial number of Common Shares would, pursuant to employee
benefit plans, be issued or reserved for issuance from time to time, including
Common Shares reserved for issuance pursuant to options granted prior to the
Mergers and the REIT Conversion, and these Common Shares would be available
for sale in the public markets from time to time pursuant to exemptions from
registration or upon registration. Moreover, the issuance of additional Common
Shares by Host or Host REIT in the future (including any Common Shares that
may be issued in connection with the Initial E&P Distribution) would be
available for sale in the public markets. Although not yet certain, it is
currently contemplated that the Initial E&P Distribution will include a
nontransferable right entitling Host shareholders who receive the Initial E&P
Distribution and the Blackstone Entities to elect to receive either a
specified dollar amount of cash or a specified fraction of a share of Host
common stock (or a Host REIT Common Share if the merger of Host into Host REIT
has occurred). No prediction can be made about the effect that future sales of
Common Shares would have on the market price of the Common Shares.

CURRENT HOST COMMON STOCK PRICE IS NOT NECESSARILY INDICATIVE OF THE PRICE
OF HOST REIT COMMON SHARES FOLLOWING THE REIT CONVERSION. Host's current stock
price is not necessarily indicative of how the market will value Host REIT
Common Shares following the REIT Conversion, because of the effect of the
distribution of the Crestline common stock and cash or other consideration in
connection with the Initial E&P Distribution, the acquisition of additional
assets in connection with the REIT Conversion, including the Blackstone
Acquisition, and the change in Host's organization from a taxable corporation
to a REIT. The current stock price of Host reflects the current market
valuation of Host's current business and assets (including the Crestline
common stock and the cash or other consideration that may be distributed in
connection with the Initial E&P Distribution), a significant portion of which
(except for the Crestline common stock and cash or other consideration to be
distributed and certain other de minimis assets) will be contributed directly
or indirectly to the Operating Partnership and will comprise the core of the
Operating Partnership's business and assets following the REIT Conversion.
Host's common stock price is also affected by general market conditions.

EFFECT ON COMMON SHARE PRICE OF MARKET CONDITIONS. As with other publicly
traded equity securities, the value of the Common Shares will depend upon
various market conditions, which may change from time to time. Among the
market conditions that may affect the value of the Common Shares are the
following: (i) the extent of institutional investor interest in Host REIT,

(ii) the general market perception of REITs in general and hotel REITs in
particular and the attractiveness of their equity securities in comparison to
other equity securities (including securities issued by other real estate-
based companies), (iii) Host REIT's financial performance, (iv) changes in the
tax laws affecting REITs (particularly REITs that primarily own hotels) and
(v) general stock and bond market conditions. Although the Limited Partners of
a Participating Partnership will receive OP Units with an aggregate deemed
value equal to the Exchange Value of their Partnership Interests in the
Merger, there
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can be no assurance that the Common Shares would not trade at prices below
this deemed value at the time of or after the REIT Conversion, thereby
reducing the value of such OP Units below the Exchange Value, or that the
Common Shares will not trade at prices below the value of Host REIT's business
and assets.

EFFECT ON COMMON SHARE PRICE OF EARNINGS AND CASH DISTRIBUTIONS. It is
generally believed that the market value of the equity securities of a REIT is
primarily based upon the market's perception of the REIT's growth potential
for its core portfolio, the value of its real estate portfolio and its
prospects for accretive acquisitions and development. The combination of these
factors creates a market perception of a REIT's current and potential future
cash distributions, whether from operations, sales, acquisitions, development
or refinancings, and is secondarily based upon the value of the underlying
assets. For that reason, Common Shares may trade at prices that are higher or
lower than the net asset value per Common Share or per OP Unit. To the extent
Host REIT retains operating cash flow for investment purposes, working capital
reserves or other purposes rather than distributing such cash flow to
shareholders, these retained funds, while increasing the wvalue of Host REIT's
underlying assets, may not correspondingly increase the market price of the
Common Shares. The failure of Host REIT to meet the market's expectation with
regard to future earnings and cash distributions would likely adversely affect
the market price of the Common Shares.

EFFECT ON COMMON SHARE PRICE OF MARKET INTEREST RATES. One of the factors
that will influence the price of the Common Shares will be the dividend yield
on the Common Shares (as a percentage of the price of the Common Shares)
relative to market interest rates. Thus, an increase in market interest rates
may lead prospective purchasers of Common Shares to expect a higher dividend
yield, which would adversely affect the market price of the Common Shares.

EFFECT ON COMMON SHARE PRICE OF UNRELATED EVENTS. As with other publicly
traded equity securities, the value of the Common Shares will depend upon
various market conditions, including conditions unrelated to real estate
investments generally. Thus, events which depress equity market prices may not
have any effect on real estate market values, with the result that the Common
Shares may trade at prices below Host REIT's net asset value.

DEPENDENCE ON EXTERNAL SOURCES OF CAPITAL. As with other REITs, but unlike
corporations generally, Host REIT's ability to reduce its debt and finance its
growth largely must be funded by external sources of capital because Host REIT
generally will have to distribute to its shareholders 95% of its taxable
income in order to qualify as a REIT (including taxable income where Host REIT
does not receive corresponding cash). Host REIT's access to external capital
will depend upon a number of factors, including general market conditions, the
market's perception of Host REIT's growth potential, its current and potential
future earnings, cash distributions and the market price of the Common Shares.

RISKS OF OWNERSHIP OF THE NOTES

THE NOTES ARE UNSECURED. The Notes, which are prepayable at any time, are
unsecured obligations of the Operating Partnership. Thus, the Notes will be
effectively subordinated to any secured debt of the Operating Partnership and
to all obligations of the Hotel Partnerships and all other subsidiaries of the
Operating Partnership. As of June 19, 1998, on a pro forma basis assuming the
Full Participation Scenario, the Operating Partnership and its subsidiaries
would have had aggregate consolidated debt to which the Notes would be
effectively subordinated or which ranks equally with such Notes of
approximately $5.6 billion (including $567 million of debentures relating to
the Convertible Preferred Securities).

NO PUBLIC MARKET FOR THE NOTES. There will be no public market for the
Notes. If the Notes are sold, they may sell at prices substantially below
their issuance price. Noteholders are likely to receive the full principal
amount of a Note only if they hold the Note to maturity, which is December 15,
2005, or if the Operating Partnership repays the Notes prior to maturity.

LIMITED PROTECTION FOR NOTEHOLDERS IN THE EVENT OF A RESTRUCTURING OR
SIMILAR TRANSACTION. Other than (i) certain restrictions on the incurrence of

indebtedness, (ii) a financial covenant requiring the Operating
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Partnership to maintain certain coverage ratios and (iii) the customary
requirements that the surviving entity in any business combination assume the
obligations under the Notes and the Indenture and be in full compliance with
all of the provisions of the Indenture, the Indenture does not contain any
special provisions protecting Noteholders in the event of a restructuring,
reorganization or similar transaction involving the Operating Partnership,
which could increase the risk that the Notes may not be paid in full at
maturity. See "Description of the Notes."

RISKS OF OPERATION

COMPETITION IN THE LODGING INDUSTRY. The profitability of the Hotels is
subject to general economic conditions, the management abilities of the
Managers (including primarily Marriott International), competition, the
desirability of particular locations and other factors relating to the
operation of the Hotels. The full-service segment of the lodging industry in
which the Hotels primarily operate is highly competitive and the Hotels
generally operate in geographical markets that contain numerous competitors.
The Hotels' success will be dependent, in large part, upon their ability to
compete in such areas as access, location, quality of accommodations, room
rate structure, the quality and scope of food and beverage facilities and
other services and amenities. Although the competitive position of each of the
Company's hotel properties differs from market to market, the Company believes
that its properties generally compare favorably to their competitive set in
the markets in which they operate on the basis of these factors. Furthermore,
the Company's strategy is to affiliate its properties with managers operating
under the highest quality brand names in the industry which the Company
believes will enhance their competitive position. Nonetheless, there can be no
assurance that these managers will maintain the quality of their brand names.
Furthermore, competing properties may be built or existing products enhanced
such that they offer characteristics more favorable than those offered by the
Company's properties. See "Business and Properties--Competition." The lodging
industry, including the Hotels (and thus the Operating Partnership), may be
adversely affected in the future by (i) national and regional economic
conditions, (ii) changes in travel patterns, (iii) taxes and government
regulations which influence or determine wages, prices, interest rates,
construction procedures and costs, (iv) the availability of credit and (v)
other factors beyond the control of the Operating Partnership.

GENERAL REAL ESTATE INVESTMENT RISKS. Partners of the Operating Partnership
will continue to bear risks associated with real estate investments. The
yields available from equity investments in real estate and the Operating
Partnership's ability to service debt depend, in large part, upon the amount
of rental revenues generated, expenses incurred and capital expenditures
required in the operation of its business. The Operating Partnership's income
and ability to make distributions to its partners will be dependent upon the
rent payable by the Lessees exceeding the amounts required for debt service,
property taxes and other expenses payable by the Operating Partnership
(including required FF&E reserves and capital expenditures). The rental
payments payable by the Lessees will be affected in part by the sales
generated by the Managers from operation of the Hotels. The Lessees' ability
to pay rent accrued under the Leases will depend in significant part upon the
ability of the Managers to generate gross sales in excess of its requirements
to meet operating expenses. The Operating Partnership's rental income from the
Hotels may, therefore, directly or indirectly, be adversely affected by a
number of factors, including the general economic climate, local real estate
conditions, such as an oversupply of, or a reduction in demand for, hotel
space, the attractiveness of the Hotels to consumers, the quality, philosophy
and performance of management, the ability of the Lessees to maximize rental
payments to Host REIT, the ability of the Manager to effectively operate the
Hotels, competition from comparable hotels, changes in room rates and
increases in operating costs due to inflation and other factors, which
increases may not necessarily be passed through fully to guests. In addition,
the Operating Partnership's rental income from the Hotels and real estate
values also are affected by such factors as the cost of compliance with
government regulation, including zoning and tax laws, the potential for
liability under applicable laws, interest rate levels and the availability of
financing. Certain significant expenditures associated with each equity
investment in a Hotel (such as mortgage payments, if any, real estate taxes
and maintenance costs) also may not decrease even though circumstances cause a
reduction in the Operating Partnership's rental income from the Hotel. If any
of the above occurs, the Operating Partnership's ability to make distributions
to its partners, including Host REIT, and Host REIT's ability, in turn, to
make distributions to its shareholders, could be adversely affected.
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RENTAL REVENUES FROM HOTELS SUBJECT TO PRIOR RIGHTS OF LENDERS. In
accordance with the mortgage loan agreements with respect to outstanding
indebtedness of certain Hotel Partnerships, the rental revenues received by
such Hotel Partnerships under certain Leases first will be used to satisfy the
debt service on such outstanding indebtedness with only the cash flow
remaining after debt service being available to satisfy other obligations of
the Hotel Partnership (including paying property taxes and insurance, funding
the required FF&E reserves for the Hotels and capital improvements and paying
debt service with respect to unsecured debt) and to make distributions to the
holders of OP Units (including Host REIT).

POSSIBLE UNDERPERFORMANCE OF NEW ACQUISITIONS. In the future, the Operating
Partnership expects to pursue acquisitions of additional full-service hotels
and other types of real estate. Acquisitions entail the risk that such
investments will fail to perform in accordance with expectations. The
Operating Partnership anticipates that, in certain circumstances, it may use
OP Units as consideration to acquire hotels from tax-sensitive sellers and, in
connection with such acquisitions, it may agree to certain restrictions on the
Operating Partnership's ability to sell, or reduce the amount of mortgage
indebtedness on, such acquired hotels, which may increase the Operating
Partnership's leverage and which may impair the Operating Partnership's
ability to take actions that would otherwise be in the best interests of its
limited partners.

SEASONALITY. The hotel industry is seasonal in nature. The seasonality of
the industry may, from time to time, affect either the amount of rent that
accrues under the Leases or the ability of the Lessees to make timely rent
payments under the Leases. An inability of the Lessees to make timely rent
payments to the Operating Partnership could adversely affect the ability of
the Operating Partnership to make distributions to partners (including Host
REIT) and Host REIT's ability, in turn, to make distributions to its
shareholders.

ILLIQUIDITY OF REAL ESTATE. Real estate investments are relatively illiquid
and, therefore, will tend to limit the ability of the Operating Partnership to
sell and purchase hotels promptly in response to changes in economic or other
conditions. This could make it difficult for the Operating Partnership to sell
any of its Hotels, even if a sale were in the interest of limited partners.

LIMITATIONS ON SALE OR REFINANCING OF CERTAIN HOTELS. For reasons relating
to federal income tax considerations, the agreements by which the Operating
Partnership will acquire certain Hotels (or obtain consent to lease certain
Hotels to the Lessees) will also restrict the ability of the Operating
Partnership to dispose of or refinance the debt secured by such Hotels for
varying periods from the Effective Date, depending on the Hotel. Similarly,
upon acquiring the Blackstone Hotels, the Operating Partnership will agree not
to dispose of the Blackstone Hotels for ten years (although the Operating
Partnership may dispose of up to 50% of the value of the assets contributed to
the Operating Partnership by the Blackstone Entities commencing after five
years). In addition, if Atlanta Marquis participates in the Mergers, the
Operating Partnership will succeed to an existing agreement that will restrict
its ability to dispose of the Hotel owned by Atlanta Marquis or to refinance
the debt secured by such Hotel without compensating certain outside partners
for resulting adverse tax consequences. Thus, even if it were in the best
interests of the Operating Partnership and its limited partners to sell or
refinance the debt secured by any of these Hotels, it may be difficult or
impossible for the Operating Partnership to do so during their respective
lock-out periods.

HOTELS SUBJECT TO GROUND LEASES MAY AFFECT THE OPERATING PARTNERSHIP'S
REVENUES. Of the approximately 125 Hotels in which the Operating Partnership
initially is expected to hold an interest, approximately 45 are subject to
ground leases. Such ground leases generally require increases in ground rent
payments every five years. To the extent that the rents payable under the
Leases do not increase at the same rate as the increases under the ground
leases, it could affect the Operating Partnership's cash available for
distribution and its ability to make distributions to partners, including Host
REIT, and Host REIT's ability, in turn, to make distributions to its
shareholders. In addition, any sale of a Hotel encumbered by a ground lease
would be made subject to such ground lease and the value realized by the
Operating Partnership in such sale might not be as high if such Hotel were not
sold subject to such ground lease.
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FEDERAL INCOME TAX RISKS

TAX CONSEQUENCES OF THE MERGERS. The Operating Partnership has received an
opinion of Hogan & Hartson L.L.P., counsel to Host, Host REIT and the
Operating Partnership, based upon certain assumptions and representations of
the General Partners, the Operating Partnership, Host and Host REIT, to the
effect that, except for any gain attributable to the sale of personal property
by a Partnership to a Non-Controlled Subsidiary, the Mergers will not result
in the recognition of taxable income or gain by a Limited Partner at the time
of the Mergers (i) who does not elect to receive Common Shares or a Note in
exchange for his OP Units in connection with the Mergers; (ii) who does not
exercise his Unit Redemption Right on a date sooner than the date two years
after the date of the consummation of the Mergers; (iii) who does not receive
a cash distribution (or deemed cash distribution resulting from relief from
liabilities, including as a result of the prepayment of indebtedness
associated with the Limited Partner's Partnership) in excess of such Limited
Partner's aggregate adjusted tax basis in his Partnership Interest at the time
of the Mergers; (iv) who is not required to recognize gain by reason of the
election by another Limited Partner in his Partnership to receive Common
Shares or a Note in exchange for his OP Units in connection with the Mergers
(which in counsel's opinion, described below, should not be the result of
either such election); and (v) whose "at risk" amount does not fall below zero
as a result of the Mergers or the REIT Conversion. The General Partners and
the Operating Partnership do not believe, with regard to a Limited Partner who
acquired his Partnership Interest in the original offering of such Partnership
Interests, who has held that Interest at all times since the offering and who
does not elect to exchange the OP Units, that the Mergers will result in such
Limited Partner (a) receiving a distribution (or deemed distribution) of cash
in excess of such Limited Partner's adjusted tax basis in his Partnership
Interest or (b) having his "at risk" amount fall below zero. The adjusted tax
basis of a Limited Partner who did not acquire his Partnership Interest in the
original offering of such Partnership Interests, however, could vary
materially from the adjusted tax basis of a Limited Partner who did.
Therefore, depending on the adjusted tax basis of such a Limited Partner in
his Partnership Interest, the Mergers could result in the receipt by such
Limited Partner of a cash distribution (or deemed cash distribution) in excess
of such Limited Partner's adjusted tax basis in his Partnership Interest, and,
accordingly, could result in the recognition of taxable income or gain by such
Limited Partner. (The foregoing assumes that the ability to exercise the
Common Share Election or the Note Election either is not a separate property
right for federal income tax purposes or does not have any ascertainable
value. The Operating Partnership believes that the ability to exercise the
Common Share Election or the Note Election is not property and, even if it
were property, does not have any independent ascertainable value, given the
nature and terms of the OP Units and the terms and limited duration of the
election arrangements. If, however, the ability to exercise such elections
were considered property and to have an ascertainable value, Limited Partners
could recognize gain in amount up to the amount of such value (whether or not
they exercise such elections)).

Hogan & Hartson L.L.P. is of the opinion that it is more likely than not
that a Limited Partner who does not elect to exchange his OP Units for Common
Shares or a Note in connection with the Mergers will not be required to
recognize gain by reason of another Limited Partner's exercise of either such
election. With respect to a Limited Partner's exercise of his Unit Redemption
Right, Hogan & Hartson L.L.P. is of the opinion that it is more likely than
not that a Limited Partner's exercise of his Unit Redemption Right more than
one year after the date of consummation of the Mergers but less than two years
after such date will not cause the Merger itself to be a taxable transaction
for the Limited Partner (or for the other Limited Partners of such
Partnership). Opinions of counsel, however, do not bind the IRS or the courts,
and no assurance can be provided that such opinions will not be challenged by
the IRS or will be sustained by a court if so challenged.

The particular tax consequences of the Mergers and the REIT Conversion for a
Limited Partner will depend upon a number of factors related to the tax
situation of that individual Limited Partner and the Partnership of which he
is a Limited Partner, including such factors as the Limited Partner's
aggregate adjusted tax basis in his Partnership Interest, the extent to which
the Limited Partner has unused passive activity losses arising in connection
with his investment in the Partnership or other investments that could offset
income arising from the Mergers and the REIT Conversion, the amount of income
(if any) required to be recognized by reason of the sale by the Limited
Partner's Partnership of personal property to a Non-Controlled Subsidiary in
connection with the REIT Conversion, the allocation of Operating Partnership
liabilities to the Limited Partner following the
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Mergers and the REIT Conversion and the amount of built-in gain with respect
to the Hotels owned by the Partnership of which he is a Limited Partner. See
"Federal Income Tax Consequences--Summary of Tax Opinions." The Operating
Partnership has consulted with its advisors in connection with structuring the
Mergers and the REIT Conversion, but, with one exception, has not sought a
ruling from the IRS as to the tax consequences of the Mergers and the REIT
Conversion. See "Federal Income Tax Consequences--Tax Consequences of the
Mergers--IRS Ruling Request Regarding Allocation of Partnership Liabilities."
EACH LIMITED PARTNER IS URGED TO CONSULT WITH HIS OWN TAX ADVISOR BEFORE
DETERMINING WHETHER TO APPROVE OF AND PARTICIPATE IN THE MERGERS IN ORDER TO
DETERMINE THE ANTICIPATED TAX CONSEQUENCES OF THE MERGERS FOR SUCH LIMITED
PARTNER.

There is a significant possibility that the Operating Partnership will be
considered to be a "publicly traded partnership." Host REIT and the Operating
Partnership expect to receive an opinion prior to the Effective Date from
Hogan & Hartson L.L.P. to the effect that, even if the Operating Partnership
were a "publicly traded partnership," it would qualify as a partnership for
federal income tax purposes because, based upon factual representations made
by Host, Host REIT and the Operating Partnership as to the proposed method of
operation of the Operating Partnership after the Mergers and the REIT
Conversion, at least ninety percent (90%) of its income will consist of
"qualifying income," as defined in the Code. See "Federal Income Tax
Consequences--Tax Status of the Operating Partnership." In this regard, the
Partnership Agreement will prohibit any person or persons acting as a group
(other than Host REIT and The Blackstone Group) from holding in excess of 4.9%
of the value of the interests in the Operating Partnership. If the Operating
Partnership were a publicly traded partnership that qualifies as a partnership
for federal income tax purposes because of the "qualifying income" exception,
however, a Limited Partner could be subject to certain special rules
applicable to publicly traded partnerships. In particular, a Limited Partner
would be unable to use passive activity losses from other passive activities
(including his investment in his Partnership) to offset his allocable share of
Operating Partnership gain and income, and any Operating Partnership losses
allocable to a Limited Partner could be used only as an offset against such
Limited Partner's allocable share of future Operating Partnership income and
gain and not against income and gain from other passive activities.

EFFECTS OF SUBSEQUENT EVENTS UPON RECOGNITION OF GAIN. In addition to any
gain that might be recognized at the time of the Mergers by the Limited
Partners who retain OP Units, there are a variety of subsequent events and
transactions, including (i) the sale or other taxable disposition of one or
more of the Hotels owned by the Partnerships, (ii) the refinancing or
repayment of certain liabilities secured by one or more of the Hotels owned by
the Partnerships, (iii) the issuance of additional OP Units, including in
connection with the issuance of Common Shares or other equity interests by
Host REIT and the acquisition of additional properties by the Operating
Partnership in exchange for OP Units or other equity interests in the
Operating Partnership, (iv) an increase to the basis of the Hotels owned by
the Partnerships resulting from capital expenditures, (v) the elimination over
time of the disparity between the current tax basis of the Hotels owned by the
Partnerships and the "book basis" of such Hotels (based upon their fair market
value at the time of the Mergers) and (vi) with respect to the MHP Limited
Partners only, possibly, the transfer of MHP's interest in the Harbor Beach
Resort to a Non-Controlled Subsidiary in connection with the REIT Conversion
(in the event that certain third-party consents to the REIT Conversion are not
obtained) that could cause a Limited Partner who retains OP Units to recognize
part or all of the taxable gain that otherwise has been deferred pursuant to
the Mergers.

Certain Hotels (including the Blackstone Hotels) will be covered by
agreements that will restrict the ability of the Operating Partnership to
dispose of such Hotels or refinance the debt secured by them. In addition, if
Atlanta Marquis participates in the Mergers, the Operating Partnership will
succeed to an existing agreement that will restrict its ability to dispose of
the Hotel owned by Atlanta Marquis or to refinance the debt secured by such
Hotel without compensating certain outside partners for resulting adverse tax
consequences. See "--Limitations on Sale or Refinancing of Certain Hotels"
above. The Partnership Agreement does not impose any restrictions on the
Operating Partnership's ability to dispose of the Hotels owned by the
Partnerships, however, or to refinance or repay debt secured by the Hotels
owned by the Partnerships (or to direct that a Partnership engage in such a
transaction), but the Operating Partnership is obligated to pay any taxes Host
REIT
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incurs as a result of such transactions. In addition, Host REIT, as general
partner of the Operating Partnership, is not required to take into account the
tax consequences to the limited partners in deciding whether to cause the
Operating Partnership to undertake specific transactions (but the Operating
Partnership is obligated to pay any taxes that Host REIT incurs as a result of

such transactions), and the limited partners generally have no right to
approve or disapprove such transactions. See "Description of OP Units--Sales
of Assets" and "--Borrowing by the Operating Partnership."

SALE OF PERSONAL PROPERTY MAY RESULT IN GAIN TO LIMITED PARTNERS IN CERTAIN
PARTNERSHIPS. In order to facilitate the participation of Atlanta Marquis,
Desert Springs, Hanover, MHP and PHLP in the Mergers without adversely
affecting Host REIT's qualification as a REIT, the Operating Partnership will
require, as part of the Mergers, that such Partnerships sell a portion of the
personal property associated with the Hotels owned by such Partnerships to a
Non-Controlled Subsidiary. These sales will be taxable transactions and, with
the exception of the sale by Hanover, may result in an allocation of a
relatively modest amount of ordinary recapture income by each Partnership to
its Limited Partners. This income, if any, will be allocated to each Limited
Partner in the same proportion and to the same extent that such Limited
Partner was allocated any deductions directly or indirectly giving rise to the
treatment of such gains as recapture income. A Limited Partner who receives
such an allocation of recapture income will not be entitled to any special
distribution from his Partnership in connection with the sale of personal
property.

ELECTION TO EXCHANGE OP UNITS FOR COMMON SHARES. A Limited Partner who
elects to exchange his OP Units for Common Shares in connection with the
Mergers will be treated as having made a fully taxable disposition of his OP
Units, which likely would be deemed to occur at the time that the right to
receive Common Shares becomes fixed (which the Operating Partnership will
treat as occurring on January 22, 1999, if the Effective Date of the Mergers
is December 30, 1998). The amount realized in connection with such disposition
will equal the sum of the fair market value of the Common Shares received,
plus the portion of the Operating Partnership's liabilities allocable to the
Limited Partner for federal income tax purposes. To the extent the amount
realized exceeds the Limited Partner's adjusted tax basis in his OP Units, the
Limited Partner will recognize gain. If a Limited Partner has a "negative
capital account" with respect to his OP Units, he will recognize "phantom
income" (i.e., the income recognized would exceed the value of the Common
Shares by the amount of his negative capital account). See "Federal Income Tax
Consequences--Tax Treatment of Limited Partners Who Exercise Their Right to
Make the Common Share Election or the Note Election."

ELECTION TO EXCHANGE OP UNITS FOR NOTES. A Limited Partner who elects to
receive a Note in exchange for his OP Units in connection with the Mergers
will be treated as having made a taxable disposition of his OP Units, which
likely would be deemed to occur on the Effective Date of the Mergers (which
currently is expected to be December 30, 1998). The amount realized in
connection with such disposition will equal the sum of the "issue price" of
the Note (i.e., the principal amount of the Note) plus the portion of the
Operating Partnership's liabilities allocable to the Limited Partner for
federal income tax purposes. To the extent the amount realized exceeds the
Limited Partner's adjusted tax basis in his OP Units, the Limited Partner will
recognize gain. A Limited Partner may be eligible to defer at least a portion
of that gain under the "installment sale" rules until principal on the Note is
paid (see "Federal Income Tax Consequences--Tax Treatment of Limited Partners
Who Exercise Their Right to Make the Common Share Election or the Note
Election") but those rules will not permit a Limited Partner to defer all of
the gain recognized (for example, gain attributable to his "negative capital
account" and income attributable to "depreciation recapture") and may require
that a Limited Partner who defers gain pay to the IRS interest on a portion of
the resulting tax that has been deferred. A Limited Partner with a "negative
capital account" with respect to his Partnership Interest who elects to
receive a Note will recognize "phantom income" in that amount at the time the
taxable disposition is deemed to occur in any event.

EXERCISE OF UNIT REDEMPTION RIGHT. The receipt of either cash or Common
Shares, as determined by Host REIT, by a Limited Partner in connection with
the exercise of such Limited Partner's Unit Redemption Right will be a taxable
transaction and likely will result in the recognition by the Limited Partner
of substantial gain for federal income tax purposes. The amount realized in
connection with a Limited Partner's exercise of his
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Unit Redemption Right will equal the sum of either the amount of cash or the
fair market value of the Common Shares received plus the portion of the
Operating Partnership's liabilities allocable to the OP Units redeemed for
federal income tax purposes. To the extent the amount realized exceeds the
Limited Partner's adjusted basis in the redeemed OP Units, the Limited Partner
will recognize gain. See "Federal Income Tax Consequences--Tax Treatment of
Limited Partners Who Hold OP Units Following the Mergers--Dissolution of the
Operating Partnership" and "--Tax Treatment of Exercise of Unit Redemption
Right." State and local income and transfer taxes may apply to such a
redemption as well.

LIMITED PARTNERS NEED TO CONSULT WITH THEIR OWN TAX ADVISORS. Because the
specific tax attributes of a Limited Partner and the facts regarding such
Limited Partner's interest in his Partnership could have a material impact on
the tax consequences to such Limited Partner of the Mergers (including the
decision whether to elect to receive Common Shares or Notes in exchange for OP
Units in connection with the Mergers) and the subsequent ownership and
disposition of OP Units, Common Shares or Notes, it is essential that each
Limited Partner consult with his own tax advisors regarding the application of
federal, foreign and state and local tax laws to such Limited Partner's
personal tax situation.

FAILURE OF HOST REIT TO QUALIFY AS A REIT.

GENERAL. Host REIT intends to operate so as to qualify as a REIT under the
Code effective for Host REIT's first taxable year commencing following the
REIT Conversion. A REIT generally is not taxed at the corporate level on
income it currently distributes to its shareholders as long as it distributes
currently at least 95% of its taxable income (excluding net capital gain). No
assurance can be provided, however, that Host REIT will so qualify or be able
to remain so qualified or that new legislation, Treasury Regulations,
administrative interpretations or court decisions will not significantly
change the tax laws with respect to Host REIT's qualification as a REIT or the
federal income tax consequences of such qualification. In this regard, Host
REIT expects to receive an opinion of Hogan & Hartson L.L.P. prior to the
Effective Date to the effect that Host REIT, effective for its first full
taxable year commencing following the REIT Conversion, will be organized in
conformity with the requirements for qualification as a REIT under the Code,
and that Host REIT's proposed method of operation will enable it to satisfy
the requirements for qualification and taxation as a REIT. This opinion will
be conditioned upon the completion of the REIT Conversion and upon certain
factual representations made by Host REIT and the Operating Partnership as to
matters relating to the organization and operation of Host REIT, the Operating
Partnership, the Hotel Partnerships, the Subsidiary Partnerships, the Non-
Controlled Subsidiaries, the Host Employee Trust and Crestline and the
Lessees. In addition, this opinion will be based upon the factual
representations of Host REIT concerning its business and properties as set
forth in this Consent Solicitation and will assume that the actions described
in this Consent Solicitation are completed in a timely fashion. Moreover, an
opinion of counsel does not bind the IRS or the courts, and no assurance can
be provided that such opinion will not be challenged by the IRS or will be
sustained by a court if so challenged.

REQUIRED DISTRIBUTIONS AND PAYMENTS. In order to qualify as a REIT, Host
REIT will be required each year to distribute to its shareholders at least 95%
of its net taxable income (excluding any net capital gain). Due to certain
transactions entered into in prior years, Host REIT is expected to recognize
substantial amounts of "phantom" taxable income in future years that is not
matched by cash flow or EBITDA to the Operating Partnership or Host REIT. As
discussed below in "--Earnings and Profits Attributable to "C' Corporation
Taxable Years," to qualify as a REIT, Host REIT also will have to distribute
to its shareholders not later than the end of its first taxable year as a REIT
an amount equal to the earnings and profits ("E&P") accumulated by Host and
its subsidiaries and not distributed before or at the time of the REIT
Conversion (including any increases thereto resulting from subsequent IRS
audits of years prior to Host REIT's first taxable year as a REIT). In
addition, Host REIT will be subject to a 4% nondeductible excise tax on the
amount, if any, by which certain distributions made by it with respect to the
calendar year are less than the sum of (i) 85% of its ordinary income, (ii)
95% of its capital gain net income for that year, and (iii) any undistributed
taxable income from prior periods. Host REIT intends to make distributions to
its shareholders to comply with the 95% distribution requirement and to avoid
the nondeductible excise tax and will rely for this purpose on distributions
from the Operating
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Partnership. However, differences in timing between taxable income and cash
available for distribution due to, among other things, the seasonality of the
hospitality industry and the fact that some taxable income will be "phantom"
income (i.e., taxable income that is not matched by cash flow or EBITDA to the
Operating Partnership) could require the Operating Partnership to borrow funds
or to issue additional equity to enable Host REIT to meet the 95% distribution
requirement (and therefore to maintain its REIT status) and to avoid the
nondeductible excise tax. The Operating Partnership also is required to pay
(or reimburse Host REIT for) all taxes and other liabilities and expenses that
Host REIT incurs, including taxes and liabilities attributable to periods and
events prior to the REIT Conversion and any taxes that Host REIT must pay in
the event it were to fail to qualify as a REIT. In addition, the Operating
Partnership's inability to retain earnings (resulting from Host REIT's 95% and
other distribution requirements) will generally require the Operating
Partnership to refinance debt that matures with additional debt or equity.
There can be no assurance that any of these sources of funds, if available at
all, would be available to meet the Operating Partnership's distribution and
tax obligations.

CONSEQUENCES OF FAILURE TO QUALIFY AS A REIT. If Host REIT fails to qualify
as a REIT, it will be subject to federal income tax (including any applicable
alternative minimum tax) on its taxable income at regular corporate rates. In
addition, unless entitled to relief under certain statutory provisions, Host
REIT will be disqualified from treatment as a REIT for the four taxable years
following the year during which REIT qualification is lost. The additional tax
would significantly reduce the cash available for distribution by Host REIT to
its shareholders. Failure of Host REIT to qualify as a REIT could reduce
materially the value of the Common Shares and OP Units and would cause all
distributions to shareholders to be taxable as ordinary income to the extent
of Host REIT's current and accumulated E&P (although, subject to certain
limitations under the Code, corporate distributees may be eligible for the
dividends received deduction with respect to these distributions). See
"Federal Income Tax Consequences--Federal Income Taxation of Host REIT
Following the Mergers--Failure of Host REIT to Qualify as a REIT." Failure of
Host REIT to qualify as a REIT also would result in a default under the New
Senior Notes and the New Credit Facility.

EARNINGS AND PROFITS ATTRIBUTABLE TO "C" CORPORATION TAXABLE YEARS. In
order to qualify as a REIT, Host REIT cannot have at the end of any taxable
year any undistributed E&P that is attributable to a "C" corporation taxable
year. A REIT has until the close of its first taxable year as a REIT in which
it has non-REIT E&P to distribute such accumulated E&P. Host REIT will be
required to distribute this E&P prior to the end of 1999 (the first taxable
year for which the REIT election of Host REIT currently is expected to be
effective). Failure to do so would result in disqualification of Host REIT as
a REIT at least for taxable year 1999. Host REIT believes that the Initial E&P
Distribution, together with any additional distributions of non-REIT E&P made
after the REIT Conversion but prior to December 31, 1999, will be sufficient
to distribute all of the non-REIT E&P as of December 31, 1999, but there are
substantial uncertainties relating to the estimate of Host REIT's non-REIT E&P
and the value of noncash consideration to be distributed as part of the
Initial E&P Distribution and, thus, there can be no assurance that this
requirement will be met. Hogan & Hartson L.L.P. will not provide any opinion
as to the amount of Host's undistributed E&P and will rely, for purposes of
its opinion as to the qualification of Host REIT as a REIT, upon a
representation from Host and Host REIT that Host REIT will not have any
undistributed E&P as of the end of 1999. See "Federal Income Tax
Consequences--Federal Income Taxation of Host REIT Following the Mergers--
Requirements for Qualification."

TREATMENT OF LEASES. To qualify as a REIT, a REIT must satisfy two gross
income tests. Rent paid pursuant to the Leases will constitute substantially
all of the gross income of Host REIT. In order for the rent paid pursuant to
the Leases to constitute qualifying income for purposes of the gross income
tests, (a) the Leases must be respected as true leases for federal income tax
purposes and not be treated as service contracts, joint ventures or some other
type of arrangement, and (b) the Lessees must not be regarded as "related
party tenants" (as defined in the Code). Host REIT expects that Hogan &
Hartson L.L.P. will provide to Host REIT prior to the Effective Date an
opinion to the effect that, based upon certain representations of Host REIT
regarding the terms of the Leases and the expectations of Host REIT and the
Lessees with respect thereto, the Leases will be respected as leases for
federal income tax purposes. An opinion of counsel, however, does not bind the
IRS or the courts and this determination ultimately will depend upon the
accuracy of the factual representations of Host

57



REIT regarding the Leases. In this regard, if the Leases were not respected as
true leases for federal income tax purposes or if the Lessees were regarded as
"related party tenants," Host REIT would not be able to satisfy either of the
two gross income tests applicable to REITs and, as a result, would lose its
REIT status. Accordingly, Host REIT would be subject to corporate level income
taxation, which would significantly reduce the cash available for distribution
to its shareholders. See "Federal Income Tax Consequences--Federal Income
Taxation of Host REIT Following the Mergers--Income Tests Applicable to
REITs."

OTHER TAX LIABILITIES; HOST REIT'S SUBSTANTIAL DEFERRED AND CONTINGENT TAX
LIABILITIES. Even if Host REIT qualifies as a REIT, it will be subject,
through the Operating Partnership and the Hotel Partnerships, to certain
federal, state and local taxes on its income and property. See "Federal Income
Tax Consequences-- Federal Income Taxation of Host REIT Following the
Mergers—--General." In addition, Host REIT will be subject to tax at the
regular corporate rate (currently 35%) upon its share of any gain recognized
as a result of any sale by the Operating Partnership or the Hotel Partnerships
(within the 10-year period beginning on the Effective Date) of assets,
including the Hotels, in which interests were acquired by the Operating
Partnership from Host and its subsidiaries as part of the Mergers and the REIT
Conversion to the extent that such gain existed as of the first day of Host
REIT's first taxable year as a REIT. Host has substantial deferred tax
liabilities that likely will be recognized by Host REIT in the next ten years
as "built-in gain" under these rules (or by a Non-Controlled Subsidiary),
without any corresponding receipt of cash by Host REIT from the Operating
Partnership. The Operating Partnership is obligated under the Partnership
Agreement and the terms of the REIT Conversion to pay all such taxes incurred
by Host REIT, as well as any liabilities that the IRS may assert against Host
REIT for corporate income taxes for taxable years prior to the time Host REIT
qualifies as a REIT. The Non-Controlled Subsidiaries will be taxable "C"
corporations and will pay federal and state income tax on their net income at
the full applicable corporate rates. Holders of OP Units will be subject to
state and local taxation in the jurisdictions in which the Operating
Partnership directly or indirectly holds real property and such holders will
be required to file periodic tax returns in at least some of those
jurisdictions. The Operating Partnership will initially own Hotels located in
28 different states and the District of Columbia.

FAILURE OF THE OPERATING PARTNERSHIP TO QUALIFY AS A PARTNERSHIP. The
Operating Partnership and Host REIT have received an opinion of Hogan &
Hartson L.L.P. to the effect that the Operating Partnership will be treated as
a partnership for federal income tax purposes. An opinion of counsel, however,
does not bind the IRS or the courts, and no assurance can be provided that
such opinion will not be challenged by the IRS or will be sustained by a court
if so challenged. If the IRS were to treat successfully the Operating
Partnership as an entity that is taxable as a corporation, Host REIT would
cease to qualify as a REIT because the value of Host REIT's ownership interest
in the Operating Partnership would exceed 5% of Host REIT's assets and because
Host REIT would be considered to hold more than 10% of the voting securities
of another corporation. See "Federal Income Tax Consequences--Federal Income
Taxation of Host REIT Following the Mergers--Asset Tests Applicable to REITs."
Moreover, the imposition of a corporate tax on the Operating Partnership would
reduce significantly the amount of cash available for distribution to its
limited partners. See "Federal Income Tax Consequences--Tax Status of the
Operating Partnership" and "--Tax Aspects of Host REIT's Ownership of OP
Units."

MISCELLANEOUS RISKS

DEPENDENCE UPON KEY PERSONNEL. The Operating Partnership is dependent upon
the efforts of the executive officers of Host REIT. While the Operating
Partnership believes that it could find replacements for these key personnel,
the loss of their services could have a significant adverse effect on the
operations of the Operating Partnership. The Operating Partnership does not
intend to obtain key-man life insurance with respect to any of the executive
officers of Host REIT.

POTENTIAL LITIGATION RELATED TO THE REIT CONVERSION. Over the last several
years, business reorganizations involving the combination of several
partnerships into a single entity occasionally have given rise to investor
lawsuits. These lawsuits have involved claims against the general partners of
the participating partnerships, the partnerships themselves and related
persons involved in the structuring of, or benefiting from, the conversion or
reorganization, as well as claims against the surviving entity and its
directors and officers. For
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example, limited partners of five of the six limited partnerships controlled
by Host that own limited service and extended-stay hotels have filed a lawsuit
against Host and the general partners (which are subsidiaries of Host) of such
limited partnerships alleging, among other things, breaches of their fiduciary
duties in connection with a potential consolidation transaction. Certain other
lawsuits are pending against Host and its affiliates by limited partners in
certain Partnerships (specifically, Atlanta Marquis, Desert Springs, MHP, MHP2
and PHLP). If any lawsuits are filed in connection with any Merger or other
part of the REIT Conversion, such lawsuits could delay the closing of such
Merger or the REIT Conversion or result in substantial damage claims against
the Operating Partnership, Host REIT or the General Partners of the
Partnerships. The Partnerships are each obligated to indemnify their General
Partner for claims against them arising from their role as general partner
other than to the extent they are guilty of negligence, fraud, misconduct or
breach of fiduciary duty. Because the Operating Partnership will be acquiring
the Participating Partnerships through the Mergers, Host REIT and the
Operating Partnership indirectly will be subject to the indemnification
obligations of the Partnerships to their general partners and any obligations
of the Partnerships to pay damages to the extent not covered by any available
insurance. See "Business and Properties--Legal Proceedings." In the event any
pending lawsuits or any new lawsuits filed against any of the Partnerships or
the General Partners in connection with the REIT Conversion or the Mergers are
not resolved by final court action or settled before the Effective Date, the
Exchange Values of such Partnerships will be adjusted to account for a
litigation reserve and other contingent liabilities.

RISK INVOLVED IN INVESTMENTS THROUGH PARTNERSHIPS OR JOINT VENTURES. Instead
of purchasing hotel properties directly, the Operating Partnership may invest
as a co-venturer. Joint venturers often have shared control over the operation
of the joint venture assets. Therefore, such investments may, under certain
circumstances, involve risks such as the possibility that the co-venturer in
an investment might become bankrupt, or have economic or business interests or
goals that are inconsistent with the business interests or goals of the
Operating Partnership, or be in a position to take action contrary to the
instructions or the requests of the Operating Partnership or contrary to the
Operating Partnership's policies or objectives. Consequently, actions by a co-
venturer might result in subjecting hotel properties owned by the joint
venture to additional risk. Although the Operating Partnership generally will
seek to maintain sufficient control of any joint venture to permit the
Operating Partnership's objectives to be achieved, it may be unable to take
action without the approval of its joint venture partners or its joint venture
partners could take actions binding on the joint venture without the Operating
Partnership's consent. Additionally, should a joint venture partner become
bankrupt, the Operating Partnership could become liable for such partner's
share of joint venture liabilities.

CHANGES IN LAWS. Increases in real estate or business improvement district
taxes will not result in increased rental payments to the Operating
Partnership under the Leases, with the result that they may adversely affect
the Operating Partnership's cash flow from operations and its ability to
maintain the expected level of distributions. Similarly, changes in laws
increasing the potential liability for environmental conditions existing at
Hotels or increasing the restrictions on discharges or other conditions, as
well as changes in laws affecting construction and safety requirements, may
result in significant unanticipated capital expenditures, which, to the extent
such expenditures must be borne by the Operating Partnership as the lessor of
the Hotels, would adversely affect the Operating Partnership's cash flow from
operations and its ability to make distributions to limited partners,
including Host REIT, and Host REIT's ability, in turn to make distributions to
its stockholders.

UNINSURED LOSS. The Operating Partnership will carry comprehensive
liability, fire, flood, extended coverage and rental loss (for rental losses
extending up to 12 months) insurance with respect to its Hotels with policy
specifications and insured limits customarily carried for similar hotels.
Certain types of losses (such as from earthquakes and environmental hazards),
however, may be either uninsurable or not economically insurable. Should an
uninsured loss occur, the Operating Partnership could lose both its capital
invested in, and anticipated profits from, one or more of its Hotels.

AMERICANS WITH DISABILITIES ACT. The Hotels must comply with Title III of
the Americans with Disabilities Act (the "ADA") to the extent that such Hotels
are "public accommodations™ or "commercial facilities" as defined by the ADA.
The ADA may require removal of structural barriers to access by persons
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with disabilities in certain public areas of the Operating Partnership's
Hotels where such removal is readily achievable. The Operating Partnership
believes that the Hotels will not be required to make substantial non-budgeted
capital expenditures to address the requirements of the ADA. However,
noncompliance with the ADA could result in substantial capital expenditures to
remove structural barriers, as well as the imposition of fines or an award of
damages to private litigants which might adversely affect the Operating
Partnership's ability to make expected distributions to limited partners,
including Host REIT, and Host REIT's ability, in turn, to make distributions
to its shareholders. Under the Leases, the Operating Partnership would be
required to fund all such expenditures.

OTHER REGULATORY ISSUES. The Operating Partnership's Hotels will be subject
to various forms of regulation in addition to the ADA, including building
codes, regulations pertaining to fire safety and other regulations which may
from time to time be enacted. The Operating Partnership may be required to
incur significant costs to comply with any future changes in such regulations.

POSSIBLE ENVIRONMENTAL LIABILITIES. Under various federal, state and local
laws, ordinances and regulations, owners or operators of real estate may be
required to investigate and clean up certain hazardous substances released at
a property, and may be held liable to a governmental entity or to third
parties for property damage or personal injuries and for investigation and
clean-up costs incurred by the parties in connection with any contamination.
In addition, some environmental laws create a lien on a contaminated site in
favor of the government for damages and costs it incurs in connection with the
contamination. The presence of contamination or the failure to remediate
contamination may adversely affect the owner's ability to sell or lease real
estate or to borrow using the real estate as collateral. No assurances can be
given that (i) a prior owner, operator or occupant, such as a tenant, did not
create a material environmental condition not known to the Operating
Partnership, (ii) a material environmental condition with respect to any Hotel
does not exist or (iii) future uses or conditions (including, without
limitation, changes in applicable environmental laws and regulations) will not
result in the imposition of environmental liability.

In addition, no assurances can be given that all potential environmental
liabilities have been identified or properly quantified. Moreover, no
assurances can be given that (i) future laws, ordinances, or regulations will
not impose any material environmental liability or (ii) the current
environmental condition of the Hotels will not be affected by the condition of
land or operations in the vicinity of the Hotels (such as the presence of
underground storage tanks) or by third parties unrelated to the Operating
Partnership.

60



CONFLICTS OF INTEREST

The Mergers and the REIT Conversion were initiated by Host and are being
proposed by Host, Host REIT, the Operating Partnership and the General
Partners, which are Host or its subsidiaries. The terms and conditions of the
Mergers and the REIT Conversion and the structure of the Operating Partnership
also were formulated by Host, Host REIT, the General Partners and the
Operating Partnership. See "Background and Reasons for the Mergers and the
REIT Conversion--Background of the Mergers and the REIT Conversion."

As discussed below, the establishment of the terms of the Mergers and REIT
Conversion, the recommendation by the General Partners with respect to the
Mergers and the related amendments to the partnership agreements and the
operation of the Operating Partnership involve conflicts of interest. In
resolving any conflicts of interest, each of the General Partners must act in
accordance with its fiduciary duties to the Limited Partners of its
Partnership. The directors of Host REIT, which will be the sole general
partner of the Operating Partnership, also must act in accordance with their
fiduciary duties to the shareholders of Host REIT and, to a certain extent,
the limited partners of the Operating Partnership as limited by the
Partnership Agreement. See "Comparison of Ownership of Partnership Interests,
OP Units and Common Shares--Fiduciary Duties" for a general description of
these duties.

SUBSTANTIAL BENEFITS TO RELATED PARTIES

To the extent that the anticipated benefits of the REIT Conversion are
reflected in the value of Host's common stock prior to the Effective Date, the
Limited Partners will not enjoy the effect of such benefits on the value of
their investment. In addition, following the REIT Conversion, current Host
shareholders (together with the Blackstone Entities), but not the Limited
Partners, will own the common stock of Crestline and will benefit from the
terms of the Leases to the extent net revenues exceed rental payments and
other expenses. The Mergers will facilitate the consummation, and enable Host
to reap the full benefits, of the REIT Conversion. By converting to a REIT,
Host expects to benefit from the advantages enjoyed by REITs in raising
capital and acquiring additional assets, participating in a larger group of
comparable companies and increasing its potential base of shareholders. Also,
Host will realize significant savings through the substantial reduction of its
future corporate-level income taxes. The benefits to Host of the REIT
Conversion will be reduced if one or more of the Partnerships do not
participate in a Merger, thereby creating a conflict of interest for the
General Partners in connection with the Mergers.

AFFILIATED GENERAL PARTNERS

Host has varying interests in each of the Partnerships, and subsidiaries of
Host act as General Partner of each of the Partnerships (except for PHLP, in
which Host is the General Partner). Each General Partner has an independent
obligation to assess whether the Merger is fair and equitable to and advisable
for the Limited Partners of its Partnership. This assessment involves
considerations that are different from those relevant to the determination of
whether the Mergers and the REIT Conversion are advisable for Host and its
shareholders. The considerations relevant to such determination which create a
conflict of interest include Host's belief that the REIT Conversion is
advisable for its shareholders, the benefits of the REIT Conversion to Host
will be greater if the Partnerships participate and Host REIT will benefit if
the value of the OP Units received by the Limited Partners in the Mergers is
less than the value of their Partnership Interests. While each General Partner
has sought faithfully to discharge its obligations to its Partnership, there
is an inherent conflict of interest in having the General Partners determine
the terms on which the Operating Partnership, which is controlled by Host,
will acquire the Partnerships, for which Host or its subsidiaries are the
General Partners, since no arm's length negotiations are possible because Host
is on both sides of the transaction.

LEASING ARRANGEMENTS
Conflicts of interest exist in connection with establishing the terms of the
leasing arrangements being entered into as part of the REIT Conversion. The

General Partners, all of which are subsidiaries of Host (except
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in the case of PHLP, in which Host is the General Partner), are recommending
the Mergers, and Host is responsible for establishing the terms of the Mergers
and the REIT Conversion, including the Leases. The common stock of Crestline
will be distributed to Host's or Host REIT's shareholders. Accordingly, Host's
or Host REIT's shareholders and the Blackstone Entities, as the initial
shareholders of Crestline, will potentially benefit from the terms of the
Leases to the extent net revenues exceed rental payments and other expenses
but Limited Partners will not because they will not receive shares of
Crestline common stock.

DIFFERENT TAX CONSEQUENCES UPON SALE OR REFINANCING OF CERTAIN HOTELS

Certain holders of OP Units may experience different and more adverse tax
consequences compared to those experienced by other holders of OP Units or by
holders of Common Shares upon the sale of, or the reduction of indebtedness
encumbering, any of the Hotels. Therefore, such holders, including Host REIT
and its subsidiaries, may have different objectives regarding the appropriate
pricing and timing of any sale or refinancing of an individual Hotel. As
provided in the Partnership Agreement, Host REIT, as general partner of the
Operating Partnership, is not required to take into account the tax
consequences of the limited partners of the Operating Partnership in deciding
whether to cause the Operating Partnership to undertake specific transactions
(but the Operating Partnership is obligated to pay any taxes Host REIT incurs
as a result of such transactions), and the limited partners have no right to
approve or disapprove such transactions.

PARTNERSHIP AGREEMENT

Conflicts of interest exist in connection with establishing the terms of the
Partnership Agreement, including provisions which benefit Host REIT, all of
which were determined by Host.

POTENTIAL CONFLICTS INVOLVING MARRIOTT INTERNATIONAL AND CRESTLINE

Marriott International currently serves as manager for all but 16 of Host's
Hotels, and will continue to manage those Hotels pursuant to the Management
Agreements that will be assigned to the Lessees. In addition, Marriott
International acts as manager of hotels that will compete with Host REIT's
Hotels. As a result, Marriott International may make decisions regarding
competing lodging facilities which it manages that would not necessarily be in
the best interests of Host REIT or the Lessees. Further, J.W. Marriott, Jr.
and Richard E. Marriott, who are brothers, currently serve as directors of
Host and directors (and, in the case of J.W. Marriott, Jr., also an officer)
of Marriott International. After the REIT Conversion, J.W. Marriott, Jr. will
serve as a director of Host REIT and will continue to serve as a director of
Marriott International, and Richard E. Marriott will serve as Chairman of the
Board of Host REIT and continue to serve as a director of Marriott
International. J.W. Marriott, Jr. and Richard E. Marriott also beneficially
own (as determined for securities law purposes) approximately 10.6% and 10.2%,
respectively, of the outstanding shares of common stock of Marriott
International, and will beneficially own approximately 5.32% and 5.30%,
respectively, of the outstanding shares of common stock of Crestline (but
neither will serve as an officer or director thereof). As a result, J.W.
Marriott, Jr. and Richard E. Marriott may have a potential conflict of
interest with respect to their obligations as directors of Host REIT in
connection with any decisions regarding Marriott International itself
(including decisions relating to the Management Agreements involving the
Hotels), Marriott International's management of competing lodging properties
and Crestline's leasing and other businesses that would not necessarily be in
the best interests of Host REIT.

ABSENCE OF ARM'S LENGTH NEGOTIATIONS; NO INDEPENDENT REPRESENTATIVE

No independent representative was retained to negotiate on behalf of the
Limited Partners because the Mergers contain both substantive protections for
the Limited Partners (the Appraisals and the Fairness Opinion) and procedural
protections for the Limited Partners (the vote required in all instances is a
majority of limited partner interests and in those Partnerships where Host or
its affiliates own significant percentages of limited partner interest, a
majority of unaffiliated Limited Partners have the ability to approve or
disapprove the Mergers, including the related amendments to the partnership
agreements) . In addition, none of the partnership agreements or applicable law
impose such a requirement. Although the General Partners have obtained the
Appraisals and
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the Fairness Opinion from AAA, AAA has not negotiated with the General
Partners or Host and has not participated in establishing the terms of the
Mergers. Consequently, the terms and conditions of the Mergers may have been
more favorable to the Limited Partners if such terms and conditions were the
result of arm's length negotiations. See "Fairness Analysis and Opinion." In
this regard, the Fairness Opinion specifically does not conclude that other
methodologies for determining the Exchange Values of the Partnerships and/or
the value of the OP Units might not have been more favorable to the Limited
Partners.

POTENTIAL AAA CONFLICTS

A conflict of interest may exist in that AAA has been retained to perform
the Appraisals and also provide the Fairness Opinion which, among other
things, opines as to the methodologies and underlying assumptions that AAA
used in performing the Appraisals. AAA has been retained by the General
Partners (consisting of Host and its subsidiaries) to determine the Appraised
Values of the Hotels and to render the Fairness Opinion. Host has previously
retained AAA to perform appraisals and give fairness and solvency opinions in
connection with other transactions, and there is the possibility that Host
REIT and the Operating Partnership will retain AAA to perform similar tasks in
the future.

POLICIES WITH RESPECT TO CONFLICTS OF INTEREST

The Operating Partnership has adopted certain policies and will enter into
agreements with Host REIT and its affiliates designed to minimize the adverse
effects from these potential conflicts of interest. See "Distribution and
Other Policies--Conflicts of Interest Policies" and "Business and Properties--
Noncompetition Agreements." There can be no assurance, however, that the
policies and agreements always will be successful in eliminating the influence
of such conflicts, and if they are not successful, decisions could be made at
the Host REIT level that might fail to reflect fully the interests of the
limited partners of the Operating Partnership.
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BACKGROUND AND REASONS FOR THE MERGERS AND THE REIT CONVERSION
BACKGROUND OF THE PARTNERSHIPS

Formation of the Partnerships. From 1982 through 1990, Host sponsored the
eight Partnerships, which were formed to acquire, own and operate full-service
hotels operating under the Marriott brand name. Each Partnership is a Delaware
limited partnership, except Chicago Suites, which is a Rhode Island limited
partnership. The Partnerships raised capital from approximately 5,900
investors in eight offerings. The Partnerships are "public" partnerships
within the meaning of the applicable Commission guidelines, and separate
wholly owned subsidiaries of Host are the sole general partners of each
Partnership (except for PHLP, for which Host itself acts as general partner).
The Hotels owned by the Partnerships are managed by Marriott International and
its subsidiaries.

The table below sets forth the capital raised in the original offerings,
distributions made and number of Hotels owned by each of the Partnerships as
of June 19, 1998:

HISTORICAL INFORMATION CONCERNING THE PARTNERSHIPS

AGGREGATE
AGGREGATE DISTRIBUTIONS TO
DISTRIBUTIONS TO LIMITED PARTNERS PER
TOTAL LIMITED PARTNERS PARTNERSHIP UNIT
LIMITED PARTNER THROUGH THROUGH
PARTNERSHIP CAPITAL RAISED JUNE 19, 1998(/1/) JUNE 19, 1998 (/1/) (/2/)
(IN THOUSANDS) (IN THOUSANDS) (IN DOLLARS)
Atlanta Marquis......... $ 53,000 $ 23,188 S 43,751/ (3)/
Chicago Suites.......... 11,642 2,819/(5)/ 8,342/ (5)/
Desert Springs.......... 88,020 84,332 93,702
Hanover.......c.ououueeenn. 8,269 622 7,405
2 40,615 9,738 23,671
MHP. .ttt it ii i iinen 100,000 59,824/ (6)/ 59,824/ (6)/
MHP2 . . ittt et i eeeeens 73,115 120,452/ (7)/ 161,681/ (7)/
PHLP. .ttt ittt iiiennn 18,000 0 0

(1) Includes distributions to the General Partners or their affiliates as
holders of Partnership Units (but not distributions to them in their
capacities as general partner).

(2) A Partnership Unit in all of the Partnerships except Chicago Suites
($35,000) and PHLP ($10,000) represents an original investment of
$100,000.

(3) Includes approximately $8,600 per Partnership Unit of payments related to
the reallocation of tax losses resulting from the 1990 debt refinancing.

(4) Atlanta Marquis has an 80% residual interest in the Atlanta Marriott
Marquis Hotel.

(5) Includes distributions to a Limited Partner who is not a holder of any of
the 335 Partnership Units.

(6) Aggregate distributions do not include $8 million ($8,000 per Partnership
Unit) distributed in August 1998 and $6.5 million ($6,500 per Partnership
Unit) expected to be distributed in November 1998. Also does not include
any part of the $8.8 million in retained excess refinancing proceeds that
would be distributed if not expended to complete the expansion of the
Orlando Hotel. Number of Hotels owned includes Marriott's Harbor Beach
Resort, in which MHP owns a 50.5% interest.

(7) Aggregate Distributions do not include $5 million ($6,700 per Partnership
Unit) distributed in August 1998 and $4.2 million ($5,600 per Partnership
Unit) expected to be distributed in November 1998. Number of Hotels owned
includes the Santa Clara Marriott, in which MHP2 owns a 50% interest and
Host owns the remaining 50% interest.

The following paragraphs describe, on a partnership-by-partnership basis,
the original investment objectives of each Partnership and the extent to which
such objectives have been met.

Atlanta Marquis. The offering of interests in Atlanta Marriott Marquis
Limited Partnership (the predecessor of Atlanta Marquis), which was completed
in 1985, was intended to provide investors with an opportunity to benefit from
investment tax credits, tax losses, expected increasing cash flow from both
the lease and operation of the Atlanta Marriott Marquis Hotel as well as
potential capital appreciation. Based upon a
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financial forecast that reflected the General Partner's judgment, in light of
the facts and circumstances at the time, with respect to the most likely set
of conditions and the most likely course of action (and subject to the various
assumptions, risks, qualifications, limitations and uncertainties described
therein and in the related private placement memorandum), it was estimated
that tax savings through 1989 would be $76,226 per Partnership Unit for an
investor in the 50% tax bracket (including a $7,845 tax credit in 1985), cash
flow to the Class A Limited Partners was expected to begin in 1986 and
increase through 1994 to an annual level of 12.2% of a Class A Limited
Partner's original investment, and it was assumed for the purpose of the
forecast that investors would receive a return of all their investment from a
sale of the underlying land to the partnership owning the hotel and a
distribution from assumed excess refinancing proceeds in 1994. Thereafter,
Class A Limited Partners would continue to benefit from ownership of the
Hotel. The financial forecast did not assume a sale of Atlanta Marquis' Hotel.
Through June 19, 1998, Atlanta Marquis Class A Limited Partners have received
distributions from cash flow of $35,127, tax credits of up to $7,500 and
allocations of tax losses of approximately $208,700 (which have been offset in
part by subsequent allocations of taxable income of approximately $4,600),
plus $8,624 of payments per Partnership Unit received with respect to the
reallocation of certain tax losses resulting from the 1990 debt refinancing
(assuming each Atlanta Marquis Limited Partner classified these amounts as
purchase price adjustments as the General Partner advised). Due to changes in
the tax law occurring after the date of the original offering (including, in
particular, the changes enacted as part of the Tax Reform Act of 1986) that,
among other things, reduced the marginal tax rates applicable to individuals
and limited the use of certain tax losses by individuals, the tax losses
allocated to the Atlanta Marquis Limited Partners did not likely result in tax
savings of the magnitude originally forecast.

Chicago Suites. The offering, which was completed in 1989, was intended to
(i) preserve and protect Chicago Suites Limited Partners' capital, (ii)
generate cash distributions to the Chicago Suites Limited Partners that would
be sheltered in whole or in part from current federal income taxation and
(iii) realize expected increases in both annual cash distributions from
operations and potential long-term appreciation in the value of Chicago
Suites' Hotel. Based upon a financial forecast and facts and circumstances at
the time (and subject to the various assumptions, risks, qualifications,
limitations and other uncertainties described therein and in the related
private placement memorandum), it was estimated that cash flow to the Chicago
Suites Limited Partners would commence in 1989 and increase through 1994 to an
annual level of 11% of a Limited Partner's original investment and that in
1994 investors would receive a return of all capital invested through an
assumed refinancing. Thereafter, through 2003, it was estimated that Chicago
Suites Limited Partners would receive cash distributions at an annual level of
approximately 4% of their original investment. The financial forecast did not
assume a sale of Chicago Suites' Hotel. Through June 19, 1998, Chicago Suites
Limited Partners have received distributions from cash flow of $8,342 and no
return of capital per Partnership Unit.

Desert Springs. The offering, which was completed in 1987, was intended to
provide investors with an opportunity to benefit from substantial cash flow in
the early years of the Partnership from the rent to be received under an
airline equipment lease and from the Desert Springs' Hotel operating lease
with expected increasing cash flow and potential capital appreciation in later
years from the operation of Desert Springs' Hotel. Based upon a financial
forecast and facts and circumstances at the time (and subject to the wvarious
assumptions, risks, qualifications, limitations and other uncertainties
described therein and in the related private placement memorandum), it was
estimated that (i) cash distributions on a tax-sheltered basis to the Desert
Springs Limited Partners would commence in 1987 at approximately 12.3% of a
Limited Partner's original investment and increase to approximately 14.4% of a
Limited Partner's original investment in 1991 and (ii) Desert Springs Limited
Partners would receive $50,000 per Partnership Unit on a tax-sheltered basis
from assumed excess refinancing proceeds in 1991. Thereafter, Desert Springs
Limited Partners would continue to benefit from ownership of Desert Springs'
Hotel and the airline equipment. The financial forecast did not assume a sale
of Desert Springs' Hotel. Desert Springs Limited Partners received cash
distributions in connection with the sale of the airline equipment through
1996 of $19,851 per Partnership Unit. Through June 19, 1998, Desert Springs
Limited Partners have received distributions from cash flow of $48,851 and a
return of capital of $25,000 per Partnership Unit.
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Hanover. The offering, which was completed in 1986, was intended to provide
investors with an opportunity to benefit from expected increasing cash flow
from the operation of Hanover's Hotel as well as potential capital
appreciation and tax benefits. Based upon a financial forecast (which assumed,
among other things, rent payable under the operating lease would be sufficient
to provide an annual 10% priority return to the Partnership) and facts and
circumstances at the time (and subject to the various assumptions, risks,
qualifications, limitations and other uncertainties described therein and in
the related private placement memorandum), it was estimated that (i) cash
distributions on a tax-free basis to the Hanover Limited Partners would
commence in 1987 at approximately 12.7% of a Limited Partner's original
investment and increase to approximately 15.5% of a Limited Partner's original
investment in 1991 and (ii) Hanover Limited Partners would receive $100,000
per Partnership Unit on a tax-free basis from assumed refinancing proceeds
($50,000 per Partnership Unit in 1991 and $50,000 per Partnership Unit in
1996) . Thereafter, Hanover Limited Partners would continue to benefit from
ownership of Hanover's Hotel. The financial forecast did not assume a sale of
Hanover's Hotel. Through June 19, 1998, Hanover Limited Partners have received
distributions from cash flow of $7,405 and no return of capital per
Partnership Unit. In April 1997, Host completed a tender offer for Partnership
Units of Hanover in which it acquired 40 Partnership Units for an aggregate
consideration of $1.6 million or $40,000 per Partnership Unit.

MDAH. The offering, which was completed in 1990, was intended to (i) provide
semi-annual cash distributions which were anticipated to be free from
significant current federal income taxation through 1999 (assuming tax losses
from MDAH were carried forward to offset MDAH income in later years), (ii)
allow Limited Partners to participate in the potential long-term appreciation
in the value of MDAH's Hotels and (iii) preserve investor capital. Based upon
a financial forecast and facts and circumstances at the time (and subject to
the various assumptions, risks, qualifications, limitations and other
uncertainties described therein and in the related private placement
memorandum), it was estimated that MDAH Limited Partners could expect cash
distributions to be made at an annualized rate of 9.2% of a Limited Partner's
original investment for 1990, 11.8% for 1991 and 12.3% for 1992. The average
annual cash return was expected to be 15.9% of a Limited Partner's original
investment for each of the ten fiscal years ending December 31, 1999. The
financial forecast did not assume a sale of MDAH's Hotels. Through June 19,
1998, MDAH Limited Partners have received distributions from cash flow of
$23,671 and no return of capital per Partnership Unit.

MHP. The offering, which was completed in 1985, was intended to provide
investors with an opportunity to benefit from expected increasing cash flow
from the operation of MHP's Hotels as well as potential capital appreciation,
investment tax credits and tax losses. Based upon a financial forecast and
facts and circumstances at the time (and subject to the various assumptions,
risks, qualifications, limitations and other uncertainties described therein
and in the related private placement memorandum), it was estimated that (i)
cash flow to the MHP Limited Partners would commence in 1987 and increase
through 1995 to an annual level of 16.9% of a Limited Partner's original
investment and (ii) the MHP Limited Partners would receive $100,000 per
Partnership Unit on a tax-free basis from assumed refinancing proceeds
($50,000 per Partnership Unit in 1991 and $50,000 per Partnership Unit in
1995). In addition, tax savings through 1990 were forecast to be $79,581 per
Partnership Unit for an MHP Limited Partner in the 50% tax bracket (including
a $6,197 tax credit in 1986). Tax savings were forecast to continue through
1995 and would total $88,588 per Partnership Unit. Thereafter, MHP Limited
Partners would continue to benefit from ownership of MHP's Hotels. The
financial forecast did not assume a sale of MHP's Hotels. On November 17,
1993, one of MHP's hotels, the Warner Center Hotel, was foreclosed upon.
Through June 19, 1998, MHP Limited Partners have received distributions from
cash flow of $52,824, tax credits of $6,010 and allocations of tax losses of
approximately $149,600 (which have been offset in part by subsequent
allocations of taxable income of approximately $38,200 and capital gains of
approximately $26,200) and a return of capital of $7,000 per Partnership Unit.
In addition, $8,000 per Partnership Unit was distributed in August 1998 and
$6,500 per Partnership Unit is expected to be distributed in November 1998. An
additional $8.8 million of retained excess refinancing proceeds also would be
distributed to the extent not expended to complete the expansion of the
Orlando Hotel. Due to changes in the tax law occurring after the date of the
original offering (including, in particular, the changes enacted as part of
the Tax Reform Act of 1986) that, among other things, reduced the marginal tax
rates applicable to individuals and limited the use of certain tax losses by
individuals, the tax losses allocated to the MHP Limited Partners did not
likely result in tax savings of the magnitude originally forecast. In January
1997, Host completed a tender offer for Partnership Units of MHP

66



in which it acquired 463.75 Partnership Units for an aggregate consideration
of $37.1 million or $80,000 per Partnership Unit.

MHP2. The offering, which was completed in 1989, was intended to provide
investors with an opportunity to benefit from (i) potential semi-annual cash
distributions from operations of MHP2's Hotels, which distributions were
anticipated to be free from significant current federal income taxation
through 1997 (assuming losses from MHP2 were carried forward to offset MHP2
income in later years), (ii) potential long-term appreciation in the value of
MHP2's Hotels and (iii) the preservation of investor capital. Based upon a
financial forecast and facts and circumstances at the time (and subject to the
assumptions, various risks, qualifications, limitations and other
uncertainties described therein and in the related private placement
memorandum), it was estimated that cash distributions to the MHP2 Limited
Partners would commence in 1989 at an annualized rate of approximately 9.6% of
a Limited Partner's original investment, which annualized rate was expected to
increase to approximately 24% of a Limited Partner's adjusted invested capital
for 1998. It was also forecast that the Limited Partners would receive a
distribution (which was expected to be free from current federal income
taxation) from assumed refinancing proceeds of approximately $60,400 per
Partnership Unit in 1993. Thereafter, the MHP2 Limited Partners would continue
to benefit from ownership of MHP2's Hotels. The financial forecast did not
assume a sale of MHP2's Hotels. Through June 19, 1998, MHP2 Limited Partners
have received distributions from cash flow of $161,681 and no return of
capital per Partnership Unit. In addition, $6,700 per Partnership Unit was
distributed from cash flow in August 1998 and $5,600 per Partnership Unit is
expected to be distributed in November 1998. In June 1996, Host completed a
tender offer for Partnership Units of MHP2 in which it acquired 377
Partnership Units for an aggregate consideration of $56.6 million or $150,000
per Partnership Unit.

PHLP. The offering, which was completed in 1982, was intended to provide
investors with the opportunity for tax benefits, potential cash flow
distributions and capital appreciation. Based upon a financial forecast and
facts and circumstances at the time (and subject to the various assumptions,
risks, qualifications, limitations and other uncertainties described therein
and in the related private placement memorandum), it was estimated that cash
available for distribution was not expected to be significant for some years,
reaching 6.2% of a PHLP Limited Partner's original investment in 1993 and
rising to 20.7% of a PHLP Limited Partner's original investment by 1996. The
financial forecast did not assume a sale of PHLP's Hotels. On January 31,
1986, PHLP sold the Denver West hotel to Host. In 1993 and 1994, the Raleigh
Crabtree, Tampa Westshore and Point Clear hotels were foreclosed upon. In
1994, PHLP repurchased the Raleigh Crabtree and Tampa Westshore hotels using
proceeds from two loans advanced by a subsidiary of Host. On August 22, 1995,
PHLP sold the Dallas/Fort Worth hotel to a wholly owned subsidiary of Host and
used the proceeds to pay down debt. Through June 19, 1998, PHLP Limited
Partners have received no distributions from cash flow, tax credits up to
$1,588 and allocations of tax losses of approximately $128,000 (which have
been offset in part by subsequent allocations of taxable income of
approximately $21,300 and capital gains of approximately $49,600) and no
return of capital per Partnership Unit. Due to changes in the tax law
occurring after the date of the original offering (including, in particular,
the changes enacted as part of the Tax Reform Act of 1986) that, among other
things, reduced the marginal tax rates applicable to individuals and limited
the use of certain tax losses by individuals, the tax losses allocated to the
PHLP Limited Partners did not likely result in tax savings of the magnitude
originally forecast.

Anticipated Holding Periods. None of the offering documents of the
Partnerships indicated any anticipated holding period, although the offering
documents included hypothetical assumed sale dates for purposes of providing
illustrative financial forecasts. Based upon the disclosure, which contained
appropriate cautionary language, limited partners could reasonably have
expected that they would receive substantial benefits through distributions
from some combination (depending upon the particular Partnership) of
operations, tax benefits and refinancing proceeds and, at some indefinite
future date when market conditions were favorable, and assuming a sale would
be advisable for the partners, from a sale of the Partnership's assets.

Investment Liquidity. Since the Partnership Units of the Partnerships are
not listed on any national or regional stock exchange, nor quoted on any
automated quotations system, there has been limited liquidity available to
Limited Partners. No formal market for such Partnership Units exists and sales
activity in the Partnership Units has been limited and sporadic.
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The information in the following table shows the highest, lowest and
weighted average prices for sales of the Partnership Units in the Partnerships
as reported to the General Partners for the twelve months ended April 15,
1998, the date immediately prior to the public announcement of the REIT
Conversion. These prices are not indicative of total return to investors in
the respective Partnerships because prior cash distributions and tax benefits
received by each Limited Partner are not reflected in the price. There can be
no assurance that transactions in Partnership Units of any Partnership have
not occurred at prices either above the highest price or below the lowest
price set forth below.

PARTNERSHIP UNIT PRICES
(ALL PRICE INFORMATION ON A PER PARTNERSHIP UNIT BASIS)

TRANSACTION NUMBER OF

PERIOD PARTNERSHIP WEIGHTED ESTIMATED
ORIGINAL 12 MONTHS UNITS HIGHEST LOWEST AVERAGE EXCHANGE

PARTNERSHIP COST ENDED TRADED PRICE PRICE PRICE  VALUE (1)
Atlanta Marquis......... $100,000 4/15/98 31.0 $ 37,000 $ 20,000 $ 32,430 $ 45,425
Chicago Suites.......... 35,000  4/15/98 49.5 14,300 10,000 10,182 33,133
Desert Springs.......... 100,000  4/15/98 31.0 42,200(2) 10,000 23,526 40,880
Hanover................. 100,000 4/15/98 41.0 40,000 (3) 20,500 39,524 123,202
MDAH....... .ot 100,000 4/15/98 46.0 45,600 20,000 38,475 109,216
MHP. ...ttt iiiinnnennn.. 100,000  4/15/98 6.0 91,500 40,000 68,150 141,074
MHP2. ..t iiieninnnannnn. 100,000  4/15/98 4.0 155,000 150,000 153,750 237,334
PHLP. ...ttt it iiiiean 10,000 4/15/98 .6666 871 871 871 5,040

(1) Based upon the estimated Exchange Values of Partnership Interests in each
Partnership. The estimated Exchange Value is equal to the greatest of
estimated Adjusted Appraised Value, estimated Continuation Value and
estimated Liquidation Value. The actual Exchange Values will be determined
as of the Final Valuation Date. The amounts in this column represent the
estimated Exchange Value that would be allocable to Limited Partners per
Partnership Unit.

(2) The $42,200 highest price per Partnership Unit paid for a Partnership Unit
of Desert Springs was determined based on the price paid for one-half of a
Partnership Unit prior to a distribution of $25,000 per Partnership Unit
of capital proceeds from a refinancing.

(3) Includes 40 Hanover Partnership Units purchased by Host pursuant to a
tender offer at a price of $40,000 per Partnership Unit on April 12, 1997.
Excluding the tender offer purchases, there was a single Partnership Unit
sold at a price of $20,500.

BACKGROUND OF THE MERGERS AND THE REIT CONVERSION

Host and the other General Partners are proposing the Mergers in connection
with a plan adopted by Host to restructure its business operations so that it
will qualify as a REIT under the Code. Host REIT expects to qualify as a REIT
beginning with its first full taxable year commencing after the REIT
Conversion is completed, which currently is expected to be the year commencing
January 1, 1999. Host's reasons for engaging in the REIT Conversion include
the following:

Host believes the REIT structure, as a more tax efficient structure, will
provide improved operating results through changing economic conditions
and all phases of the hotel economic cycle.

Host believes the REIT Conversion, which will reduce corporate-level
taxes and the need to incur debt to reduce corporate taxes through
interest deductions, will improve its financial flexibility and allow it
to continue to strengthen its balance sheet by reducing its overall debt
to equity ratio over time.

As a REIT, Host believes it will be able to compete more effectively with
other public lodging real estate companies that already are organized as
REITs and to make performance comparisons with its peers more meaningful.

By becoming a dividend paying company, Host believes its shareholder base
will expand to include investors attracted by yield as well as asset
quality.

Host believes the adoption of the UPREIT structure will facilitate tax-
deferred acquisitions of other hotels (such as in the case of the

Blackstone Acquisition and the Mergers) .
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Host believes that these benefits justify the REIT Conversion even if the
REIT Conversion does not occur in time for Host REIT to elect REIT status
effective January 1, 1999 (in which event, the effectiveness of Host's REIT
election could be delayed until January 1, 2000).

Host explored the possibility of engaging in a business combination with a
so-called "paired share" REIT, Santa Anita, in December 1996 and January 1997.
Based upon an analysis of potential costs, the pricing of the transaction, the
time required to complete such a transaction and the possible legislative
risks associated with the "paired share" structure, Host decided not to pursue
such a transaction.

During the fourth quarter of 1997, Host began to explore internally the
possibility of reorganizing as a REIT on a stand-alone basis. Host analyzed
the various consents that would need to be obtained and other requirements
that would need to be met in order to restructure its assets and operations
(including its indirect interests in the Partnerships and the Private
Partnerships) in order to qualify as a REIT. In light of the importance of its
relationship with Marriott International as the manager of substantially all
of Host's Hotels, Host began preliminary discussions with Marriott
International during January 1998 in order to ascertain whether or not
Marriott International would cooperate in Host's potential conversion to a
REIT. In February 1998, Host tentatively concluded that it would be desirable
for the Operating Partnership to use OP Units to acquire the Partnerships and
the Private Partnerships, subject to determination of satisfactory terms and
conditions for such acquisitions. In order to determine the feasibility of
this approach, Host commenced preliminary discussions in February and March
1998 with the outside partners of certain Private Partnerships to determine
whether or not they would have an interest in such a transaction. Host went to
these partners directly because, unlike with the Partnerships, in each case
there were a small number of partners with whom Host could negotiate directly
and such negotiations were permissible under applicable securities laws
without making a public offering (and, in fact, such negotiations would need
to be completed and the Private Partnerships receiving OP Units would need to
be under contract before a registration statement could be filed to offer OP
Units to the Limited Partners in the Mergers). In February 1998, the General
Partners retained AAA to commence work on the Appraisals and to render a
fairness opinion if an agreement were reached with Host to acquire the
Partnerships (subject to the requisite Limiter Partner approvals) because the
General Partners recognized that the Appraisals would be important in
determining the terms of any such acquisition by Host and that it was
important to get started as soon as possible, even if a transaction did not
materialize, due to the lengthy process involved in a public offering of OP
Units to the Limited Partners. In March 1998, Host also entered into
discussions with the Blackstone Group regarding the potential acquisition of
the twelve full-service hotels and certain other assets owned by the
Blackstone Entities because Host believed that these hotels represented the
premier hotel portfolio on the market and an acquisition would be consistent
with its desire to pursue a strategy of owning both Marriott and other upscale
and luxury hotel brands. In April 1998, Host and the Operating Partnership
entered into agreements with the Blackstone Entities for the Blackstone
Acquisition and concurrently reached a decision and publicly announced that it
would be advantageous, both for its shareholders and for the outside investors
in the Partnerships, as discussed in the following paragraphs, if Host were to
convert to a REIT and offer to the Partnerships the opportunity to participate
in the REIT Conversion through the Mergers. In May and June 1998, Host and the
Operating Partnership entered into agreements to acquire the interests of
certain outside partners in four Private Partnerships. Each of these
transactions is contingent upon the REIT Conversion. On June 2, 1998, the
Operating Partnership filed a registration statement for the OP Units to be
issued to the Limited Partners of the Partnerships in the Mergers.

Host decided to propose the Mergers for the Partnerships in connection with
its decision to convert to a REIT because (i) the Partnerships have numerous
limited partners and therefore Host could not negotiate with the Limited
Partners individually and (ii) Host's acquisition policy is to acquire full-
service hotels and the Partnerships represented all but one of the widely-held
full-service partnerships affiliated with Host that it did not wholly own. In
addition, Host believed it would be beneficial to the Limited Partners to
provide the tax deferral advantage of OP Units in the Mergers and in order to
do so, the offer of such equity securities could be made only through a public
offering. Also, the Mergers, by themselves, would still have required the
Operating Partnership to lease the Hotels owned by the Partnerships if they
were to result in liquidity for the Limited
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Partners due to the tax rules regarding "publicly traded partnerships."
Neither Host nor the General Partners consulted with any investors in the
Partnerships regarding the Mergers prior to the April 1998 public announcement
of the proposed REIT Conversion.

In deciding to pursue and ultimately recommend a Merger, the General Partner
of each Partnership considered and evaluated two principal alternatives: (i)
continuation of the Partnership as a separate entity in a manner consistent
with its current long-term business strategy and (ii) liquidation of the
Partnership. The considerations involved in the analysis of these alternatives
are described below in "--Reasons for the Mergers," "--Alternatives to the
Mergers" and "Fairness Analysis and Opinion." Each General Partner also
recognized that two additional types of transactions, a reorganization of the
Partnership as a separate REIT or a merger with another REIT or UPREIT, would
be possible alternatives to a Merger. For the reasons described below,
however, the General Partners did not pursue either such alternative because
each General Partner believed that the speculative theoretical benefits of
these alternatives were outweighed by their disadvantages and by the benefits
of a Merger.

Each General Partner recognized that its Partnership could be reorganized as
a separate independent REIT whose shares could be listed for trading on an
exchange. The General Partners do not believe that this alternative would be
as beneficial to Limited Partners as the Mergers for the following reasons,
among others: (i) each separate REIT, on a standalone basis, would (a) be a
relatively small public company, with a substantially smaller capitalization
and public float than Host REIT, (b) have relatively high leverage,
particularly for a public REIT, (c) likely need to be externally advised
rather than internally managed and (d) have only one or a few assets
(depending on the Partnership), all of which would likely adversely affect the
trading value of the shares of the separate REIT; (ii) the organization of a
separate REIT (unless in an UPREIT structure) would be a taxable transaction
for all Limited Partners with "negative capital accounts" for tax purposes to
the extent of those negative capital accounts; (iii) if the separate REIT were
to raise additional capital contemporaneously, this would cause the
organization of the separate REIT to be a fully taxable transaction for all
Limited Partners (unless in an UPREIT structure); (iv) the organization of a
separate REIT for certain Partnerships (including Atlanta Marquis, Desert
Springs, Hanover, MHP, MHP2 and PHLP) could have a material adverse impact on
the tax and/or economic positions of Host and the General Partners in those
Partnerships, and, therefore, the General Partners of those Partnerships would
not favor this alternative; and (v) the reorganization of a Partnership as a
separate REIT would have required the Partnership's Hotel(s) to be leased to a
third-party lessee, which would have required the consent and cooperation of
Marriott International, and Marriott International was under no obligation to
provide such consent or cooperation (and might have affirmatively opposed such
arrangements with respect to certain of the Hotels owned by certain
Partnerships). The General Partners believe that these disadvantages generally
outweigh any speculative advantages of reorganizing one or more of the
Partnerships as separate REITs (particularly in light of the General Partners'
assessments of the benefits to the Limited Partners of participation in the
Mergers and the REIT Conversion), and certain of the disadvantages would make
this alternative practically impossible for certain of the Partnerships to
attain.

Each General Partner also recognized that its Partnership could pursue a
merger with another REIT, particularly another UPREIT (including possibly a
merger with one of the "paired share" UPREITs that specializes in lodging
properties). The General Partners do not believe that this alternative would
be as beneficial to the Limited Partners as the Mergers for the following
reasons, among others: (i) such a merger, unless consummated with a REIT
organized in the UPREIT format, would be a fully taxable transaction for the
Limited Partners, with the result that the Limited Partners would lose the
ability to individually plan the timing of the recognition of their taxable
gain; (ii) the General Partners believe that the Marriott lodging brands are
among the most respected and widely recognized brand names in the lodging
industry and that the Limited Partners would derive greater benefit from
owning an interest in an UPREIT that specializes in owning Marriott-brand
hotels, together with the diversity provided by the Hyatt, Ritz-Carlton, Four
Seasons and Swissotel brand hotels that the Operating Partnership will own;
(iii) the acquisition of certain of the Partnerships (including Atlanta
Marquis, Desert Springs, Hanover, MHP, MHP2 and PHLP) by another REIT
specializing in the ownership and operation of lodging properties could have a
material adverse impact on the tax and/or economic positions of Host and the
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General Partners in those Partnerships, and, therefore, the General Partners
of those Partnerships would not favor this alternative; and (iv) the merger of
a Partnership with another REIT (or UPREIT), including the leasing of a
Partnership's Hotel(s) to a third-party lessee, would have required the
consent and cooperation of Marriott International, and Marriott International
was under no obligation to provide such consent or cooperation (and might have
affirmatively opposed such a transaction at least with respect to certain of
the Hotels owned by certain of the Partnerships). The General Partners believe
that these disadvantages generally outweigh any speculative advantage that
might be obtained from pursuing a merger transaction with another REIT or
UPREIT (particularly in light of the General Partners' assessments of the
benefits to the Limited Partners of participation in the Mergers and the REIT
Conversion), and that certain of the disadvantages would make this alternative
practically impossible for certain of the Partnerships to attain.

Due to current federal income tax law restrictions on a REIT's ability to
derive revenues directly from the operation of a hotel, Host recognized that
it would be necessary to lease its hotels to one or more lessees Jjust as other
hotel REITs have done. Host desired to have a single lessee (or multiple
lessees controlled by a single person) in order to achieve substantial
uniformity in its lease terms and avoid protracted negotiations with multiple
parties over the terms of the lease arrangements, all of which would have been
more complicated as a result of the existing long-term management agreements
with Marriott International. Host also did not seriously attempt to
restructure the existing Marriott International management agreements as
leases (and Marriott International has not offered to do so in any of the
negotiations with Host to date) because Host understands that Marriott
International's general policy is to manage rather than lease hotels and Host
also believed that Marriott International was unlikely to be an acceptable
lessee of hotels operating under other brand names. Primarily for these
reasons, and in order to give the economic benefit of the lessee's interest in
the leases to Host's shareholders at the time of the REIT Conversion, Host
decided to enter into leases with Crestline and its subsidiaries and
distribute the stock of Crestline to Host's shareholders. Host believed that
Crestline was a more appropriate lessee than a newly formed company because
Crestline already had an independent business and substantial assets and net
worth and, thus, could perform well as a separate publicly traded company.
While Host recognized that, as with other REITs that own hotels, there would
be additional administrative and operating complexities that would result from
leasing its hotels to another party with separate interests and economic
objectives, Host believed that the advantages of the REIT Conversion
substantially outweighed these disadvantages.

If the required shareholder and partner approvals for the various
transactions are obtained and other conditions to the different steps in the
REIT Conversion are satisfied or waived, these transactions are expected to
occur at various times prior to the end of 1998 (or as soon thereafter as
practicable). The Mergers of the Participating Partnerships are expected to
occur at the final stage of the REIT Conversion. The Operating Partnership and
the General Partners are seeking the approval of the Mergers and the related
partnership agreement amendments at this time, in advance of satisfaction of
all other contingencies, in order to determine how the Partnerships will fit
into the UPREIT structure following the REIT Conversion, which Host desires to
implement during 1998 in order to permit Host REIT to qualify as a REIT for
its 1999 taxable year. Consummation of the Mergers is not conditioned on the
REIT Conversion being completed in time for Host REIT to elect REIT status
effective January 1, 1999. If the REIT Conversion does not occur in time for
Host REIT to elect REIT status effective January 1, 1999, the effectiveness of
Host REIT's election could be delayed until January 1, 2000, which would
result in Host REIT continuing to pay substantial corporate-level income taxes
in 1999 (which would reduce Host REIT's cash distributions per Common Share
but not the Operating Partnership's cash distributions per OP Unit) and could
cause the Blackstone Acquisition not to be consummated. In view of the
complexity of the REIT Conversion and the number of transactions that must
occur to complete the REIT Conversion, Host and the General Partners believe
that it is beneficial both to the Limited Partners and the shareholders of
Host to complete the REIT Conversion as soon as practicable, even if the REIT
Conversion cannot be completed prior to January 1, 1999. If Host REIT's
election to be taxed as a REIT is not effective on January 1, 1999, Host REIT
intends to operate following the REIT Conversion in a manner that would permit
it to qualify as a REIT at the earliest time practicable, and it might pursue
a merger with another entity or other transaction that would permit it to
commence a new taxable year and elect REIT status prior to January 1, 2000.
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Host REIT in any event would elect to be treated as a REIT for federal income
tax purposes not later than its taxable year commencing January 1, 2000. It is
a condition to the Mergers that they be completed by June 30, 1999, unless the
General Partners and the Operating Partnership mutually agree to extend that
deadline to a date no later than December 31, 1999.

REASONS FOR THE MERGERS
The Mergers are being proposed at this time for three principal reasons:

First, the General Partners believe that the expected benefits of the
Mergers to the Limited Partners, as set forth below, outweigh the risks
of the Mergers to the Limited Partners, as set forth in "Risk Factors."

Second, the General Partners believe that participation in the REIT
Conversion through the Mergers is better for the Limited Partners than
the alternatives of continuing each Partnership as a standalone entity or
liquidating the Partnership, reorganizing the Partnership into a separate
REIT or pursuing a merger of one or more Partnerships with another REIT
or UPREIT because (i) the Limited Partners will have the opportunity to
receive OP Units, Common Shares or Notes and to acquire an interest in a
larger, more diversified hotel company, (ii) the Exchange Value is equal
to the highest estimated value that would be derived by Limited Partners
from the three valuation alternatives, (iii) for all but three
Partnerships, the estimated Adjusted Appraised Value is substantially
higher than either the estimated Continuation Value or the estimated
Liquidation Value, (iv) Limited Partners will obtain liquidity by
electing to exchange the OP Units they receive for freely tradeable Host
REIT Common Shares or, if they elect to retain such OP Units, such OP
Units will be redeemable for Common Shares or cash, at Host REIT's
option, commencing one year after the Effective Date and (v) Limited
Partners will receive regular quarterly cash distributions which, for all
Partnerships except for MHP and MHP2, are expected to be significantly
greater than estimated cash distributions from operations from their
current Partnerships during 1998 and for PHLP will represent the first
cash distributions received from their investments. See "Determination of
Exchange Values and Allocation of OP Units."

Third, Host is proposing the Mergers at this time to each Partnership
because consummation of the Merger as to each Partnership will enable
Host to obtain the full benefits of the REIT Conversion with respect to
its interests in such Partnership, while also giving the other partners
of the Partnership the opportunity to enjoy the benefits of the REIT
Conversion. See "Risk Factors--Risks and Effects of the Mergers--
Conflicts of Interest--Substantial Benefits to Related Parties."

The expected benefits from the Mergers to the Limited Partners include the
following:

Liquidity. Limited Partners' Partnership Units currently represent
relatively illiquid investments. Although there is a limited resale market for
Partnership Units, the trading volume is thin and the recent trading prices of
outstanding Partnership Units in each of the Partnerships are less than the
estimated Exchange Value of Partnership Units in each Partnership, except for
Desert Springs. See "Partnership Unit Prices" above. The REIT Conversion will
offer Limited Partners liquidity with respect to their investments in the
Partnerships because Limited Partners can receive freely tradeable Host REIT
Common Shares by electing to exchange OP Units for Common Shares in connection
with the Mergers or by exercising their Unit Redemption Right, at any time
after one year following the Mergers. Limited Partners thereby would be able
to receive, at Host REIT's election, either Common Shares of Host REIT or the
cash equivalent thereof. Host has approximately 204 million shares of common
stock outstanding and is expected to have a total common equity market
capitalization of approximately $3.4 billion after giving effect to the
Initial E&P Distribution (based on a price of $12.50 per Host REIT Common
Share). The election to exchange OP Units for Common Shares in connection with
the Mergers or the exercise of the Unit Redemption Right, however, generally
would result in recognition of taxable income or gain.

Regular Quarterly Cash Distributions. Over each of the last five full
calendar years, only MHP2 Limited Partners have received cash distributions in
each year. Generally, over the last five full calendar years, Limited Partners
in the other Partnerships, except for Chicago Suites, Hanover and PHLP, have
received some cash
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distributions. In contrast, because Host REIT is required to distribute at
least 95% of its REIT taxable income, the General Partners expect that the
Operating Partnership will make regular quarterly cash distributions to
holders of OP Units (including Host REIT) and that Host REIT will make regular
quarterly cash distributions to holders of Common Shares. Host expects that
these distributions will be higher than the estimated cash distributions from
operations during 1998 of all Partnerships except MHP and MHP2, and, in any
event, the ability to receive distributions quarterly and in regular amounts
would be enhanced. The ability to receive regular quarterly cash distributions
on a pro rata basis also will mitigate the absence of any preferential
distribution rights of the Limited Partners under the partnership agreements
of Chicago Suites, Hanover and MHP2 and will further benefit the Limited
Partners of Atlanta Marquis due to the absence of the General Partner's
preferential distribution rights. Management expects to fund such
distributions through cash available for distribution and, if necessary,
additional borrowings. Distributions will be made in the discretion of Host
REIT's Board of Directors. See "Distribution and Other Policies--Distribution
Policy." As a substantial holder of OP Units, Host REIT would also receive
regular quarterly cash distributions, with such cash distributions expected to
be in an amount at least sufficient to permit Host REIT to make cash
distributions with respect to the Common Shares as required by the Code
provisions relating to REITs. There can be no assurance that Host REIT will be
able to make such cash distributions in the future. Upon exercise of the Unit
Redemption Right, Limited Partners who receive Common Shares would be entitled
to receive cash distributions with respect to such Common Shares in an amount
per Common Share expected to be equal to the amount distributed per OP Unit.

The following table sets forth the cash distributions from operations per
Partnership Unit for all of the Partnerships during 1997, actual and expected
distributions from operations during 1998 and the expected distributions
during 1999 estimated to be paid by the Operating Partnership to the Limited
Partners of each Partnership if the Mergers and the REIT Conversion occur
(computed assuming the Effective Date is December 30, 1998).

CASH DISTRIBUTIONS FROM OPERATIONS
(PER PARTNERSHIP UNIT)

ESTIMATED
1999
DISTRIBUTIONS
ACTUAL AND FOLLOWING THE
EXPECTED MERGERS AND
1997 1998 THE REIT
PARTNERSHIP DISTRIBUTIONS DISTRIBUTIONS (1) CONVERSION (2)
Atlanta MarquisS.....eeeeeieennnnnnn $ 0 $ 5,000(3) $2,462
Chicago Suites......iiiiiiiinnn.. 0 0 1,796
Desert Springs.......eeeeeeiueennns 25,000 (4) 2,500 2,215
HANOVET s vttt ettt ettt ettt eeeeaennnn 0 0 6,677
02 = 3,453 0 5,919
= 7,700 16,000 7,645
=0 29,880 27,164 12,862
PHLP . i ittt e it ittt ittt 0 0 273

(1) Represents actual cash distributions made through August 20, 1998 and
expected cash to be distributed during the period from August 21, 1998
through December 31, 1998.

(2) Based upon preliminary estimated annual distributions during the twelve
months ending December 31, 1999 of $0.84 per OP Unit. Limited Partners are
cautioned that this amount may change and the changes may be material. See
"Distribution and Other Policies--Distribution Policy." Does not include
amounts, 1f any, to be distributed by the Partnerships from third and
fourth quarter 1998 operations which will be distributed before June 1,
1999.

(3) Represents a distribution of $5,000 per Partnership Unit from excess funds
that had been accumulated for refinancing costs.

(4) Represents a return of capital of approximately $25,000 per Partnership
Unit.

Substantial Tax Deferral for Limited Partners Not Electing to Exchange OP
Units for Common Shares or Notes. The General Partners expect that Limited
Partners of the Participating Partnerships who do not elect to receive Common
Shares or a Note in exchange for OP Units in connection with the Mergers
generally should be able to obtain the benefits of the Mergers while
continuing to defer recognition for federal income tax purposes
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of at least a substantial portion, if not all, of the gain with respect to
their Partnership Interests that otherwise would be recognized in the event of
a liquidation of the Partnership or a sale or other disposition of its assets
in a taxable transaction (although Limited Partners in Atlanta Marquis, Desert
Springs, MHP and PHLP may recognize a relatively modest amount of ordinary
income as the result of required sales of personal property by such
Partnership to a Non-Controlled Subsidiary). Thereafter, such Limited Partners
generally should be able to defer at least a substantial portion of such
built-in gain until they elect to exercise their Unit Redemption Right or one
or more of the Hotels currently owned by their Partnership are sold or
otherwise disposed of in a taxable transaction by the Operating Partnership
or, in certain cases, the debt now secured by such Hotels is repaid, prepaid
or substantially reduced. The federal income tax consequences of the Mergers
are highly complex and, with respect to each Limited Partner, are dependent
upon many variables, including the particular circumstances of such Limited
Partner. See "Federal Income Tax Consequences--Tax Consequences of the
Mergers." Each Limited Partner is urged to consult with his own tax advisors
as to the consequences of the Mergers in light of his particular
circumstances.

Risk Diversification. Upon consummation of the REIT Conversion, each Limited
Partner's investment will be converted from an investment in an individual
Partnership owning from one to eight hotels into an investment in an
enterprise that is expected initially to own or control approximately 125
Hotels and is expected to have a total market capitalization of approximately
$3.4 billion. Participation in a Merger, as well as future hotel acquisitions
by the Operating Partnership, will reduce the dependence upon the performance
of, and the exposure to the risks associated with, any particular Hotel or
group of Hotels currently owned by an individual Partnership and spread such
risk over a broader and more varied portfolio, including more diverse
geographic locations and multiple brands. See "Business and Properties--
Business Objectives."

Reduction in Leverage and Interest Costs. It is expected that the Operating
Partnership will have a lower leverage to value ratio (approximately 62%) than
five of the Partnerships (Atlanta Marquis, Chicago Suites, Desert Springs,
Hanover and PHLP), which have leverage ratios that range from between
approximately 65% and 80% (calculated as a percentage of Exchange Value). The
Operating Partnership's leverage ratio is not expected to be significantly
different than the leverage ratios for MDAH, MHP and MHP2, which have leverage
ratios that range from approximately 55% to 60%. The Operating Partnership's
leverage level generally will result in interest and debt service savings and
greater financial stability.

Growth Potential. The General Partners believe that the conversion of each
Limited Partner's investment into an investment in the Operating Partnership
or Host REIT will allow Limited Partners to participate in growth
opportunities that would not otherwise be available to them. Host REIT will be
a publicly traded real estate company focused primarily on a more diverse and
growing full-service hotel portfolio. The General Partners believe that
substantial opportunities exist to acquire or develop full-service hotel
properties at attractive prices and that the Partnerships are not in a
position to take advantage of such opportunities because of (i) their lack of
access to additional sources of capital on favorable terms, (ii) restrictions
on additional acquisitions and development imposed by the partnership
agreements of the Partnerships and (iii) the fact that the Partnerships have
already committed their capital and generally are not authorized to raise
additional funds for (or reinvest net sale or refinancing proceeds in) new
investments, absent amendment of the partnership agreements of the
Partnerships or approval by a majority of the outstanding Partnership
Interests.

The Operating Partnership's structure as part of an UPREIT should provide it
with substantial flexibility to structure acquisitions of additional hotels
utilizing debt, cash, OP Units or Common Shares (or any combination thereof).
In particular, the ability of the Operating Partnership to issue OP Units in
the future for the purpose of acquiring additional properties may permit the
Operating Partnership to structure acquisitions of hotel properties on a tax-
deferred basis to the sellers (i.e., sellers of properties generally will be
able to exchange their ownership interests in those properties for OP Units
without incurring an immediate income tax liability).

Greater Access to Capital. With publicly traded equity securities, a larger
base of assets and a greater equity value than any of the Partnerships
individually, Host REIT expects to have greater access to the capital
necessary to fund the Operating Partnership's operations and to consummate
acquisitions on more attractive terms than would be available to any of the
Partnerships individually. Host REIT and the Operating Partnership
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should have more sources of capital available to it than the Partnerships
through access to the public equity and debt capital markets, as well as from
more traditional sources of real estate financing. This greater access to
capital should provide greater financial stability to the Operating
Partnership and reduce the level of risk associated with refinancing existing
loans upon maturity, as compared to the Partnerships individually.

Public Market Valuation of Assets. In most instances, the Partnership Units
of each Partnership currently trade at a discount to the net asset value of
the Partnership's assets. The General Partners believe that by exchanging
interests in their existing, non-traded, finite-life limited partnerships with
a fixed portfolio for interests in an ongoing real estate company focused
primarily on a more diverse and growing full-service hotel portfolio and
providing valuation based upon publicly traded Common Shares of Host REIT, the
Limited Partners will have the opportunity to participate in the recent trend
toward ownership of real estate through a publicly traded entity, which, in
many instances (although not currently), has resulted at various times in
market valuations of public real estate companies in excess of the estimated
net asset values of those companies. Therefore, the REIT Conversion offers
Limited Partners the opportunity to obtain OP Units or Common Shares in
exchange therefor in connection with the Mergers (and, for Limited Partners
who retain OP Units, Common Shares upon the exercise of the Unit Redemption
Right at any time commencing one year following the Mergers) whose public
market valuation in the future may exceed the fair market value of the
underlying assets of the Operating Partnership on a per OP Unit/Common Share
basis. There can be no assurance, however, that the Common Shares of Host REIT
will trade at a premium to the private market values of the Operating
Partnership's assets or that they will not trade at a discount to private
market values. Also, the benefit of Host's conversion to a REIT will not be
shared by the Limited Partners if and to the extent that such benefit is
reflected in the market valuation of Host's common stock prior to the REIT
Conversion.

COMPENSATION AND DISTRIBUTIONS TO THE GENERAL PARTNERS AND MARRIOTT
INTERNATIONAL

Under the partnership agreements of the Partnerships, the General Partners
do not receive any fees or compensation for services rendered to the
Partnerships as general partner but the General Partners and their affiliates
are reimbursed for certain costs and expenses incurred on behalf of the
Partnerships. In addition, each General Partner is entitled to distributions
related to its respective interests in a Partnership. Host REIT, as general
partner of the Operating Partnership, will be required to conduct all of its
business through the Operating Partnership. Following the REIT Conversion,
Host REIT will be entitled to receive cash distributions with respect to the
OP Units that it owns and the Operating Partnership will pay (or reimburse
Host REIT for) all expenses that Host REIT incurs, including taxes (subject to
certain limited exceptions). Marriott International and its affiliates receive
management fees and other reimbursements from the Partnerships under the
Management Agreements.

The following table sets forth the compensation, reimbursements and
distributions paid by all of the Partnerships to the General Partners and
their affiliates and the payments made to Marriott International and its
affiliates on a combined basis for the last three fiscal years and the First
Two Quarters 1998 ("Historical") and the estimated reimbursements and
distributions that would have been paid by the Partnerships to the General
Partners and their affiliates and payments made to Marriott International and
its affiliates during the last three fiscal years and the First Two Quarters
1998 if the REIT Conversion had been in effect, assuming the Full
Participation Scenario ("Pro Forma"). The Pro Forma estimates assume a
distribution per OP Unit of $0.84 per year during 1997 and the First Two
Quarters 1998 (based upon the preliminary estimated initial annual cash
distributions per OP Unit during the twelve months ending December 31, 1999
and no distributions during 1996 and 1995 (based upon the assumption that the
Operating Partnership and Host REIT would not have had any taxable income for
such years because Host reported net operating losses of $10 million and $83
million, respectively, on its consolidated federal income tax returns for
taxable years 1996 and 1995 and thus would not have made any distributions).
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HISTORICAL AND PRO FORMA
COMPENSATION, REIMBURSEMENTS AND DISTRIBUTIONS TO THE GENERAL PARTNERS
AND THEIR AFFILIATES AND PAYMENTS MADE TO MARRIOTT INTERNATIONAL AND ITS
AFFILIATES

(IN

THOUSANDS)

1998

Reimbursements to the
General Partners and

7,427

36,579

$44,006

FISCAL YEAR

$ 1,657 $ - $ 1,168
15,833 14,853 8,202
64,554 64,554 59,554

$22,044 $79,407 $68,924

$ - $ 568 $ --

0 338 0
59,554 57,891 57,891
$59,554  $58,797 $57,891

Affiliates/(1)/........ $ 1,799

Distributions to the

General Partners and

Affiliates/(2)/. ... 6,716

Payments to Marriott In-
ternational and

Affiliates ...eeiininn.. 36,147
Total...oveeieienennn. $44,662

(1)

accordingly,

All expenses will be paid directly by the Operating Partnership;
there are no expected reimbursements on a pro forma basis.
The amount of distributions payable to the General Partners and their

affiliates on a pro forma basis in 1997 and the First Two Quarters 1998
assumes payment of distributions at a rate of $0.84 per annum per OP Unit
(which represents the preliminary estimated initial annual cash
distributions per OP Unit during the twelve months ending December 31,

1999)

with respect to the estimated minimum number of OP Units that the

General Partners and their affiliates will receive with respect to their

general and limited partner interests in the Partnerships,

assuming all

Partnerships participate in the Mergers and the maximum price of $15.50

per OP Unit.

respectively,

Such number does not reflect the aggregate number of OP Units
Host REIT will receive in connection with the REIT Conversion.
of distributions payable to the General Partner and its
pro forma basis in 1996 and 1995 are assumed to be zero
assumption that the Operating Partnership and Host REIT
any taxable income for such years because Host reported
losses of $10 million and $83 million,

The amount
affiliates on a
(based upon the
would not have had
net operating

on its consolidated

federal income tax returns for taxable years 1996 and 1995 and thus would

not have made any distributions).

The pro forma distributions payable to

the General Partner and its affiliates are not necessarily indicative of
the amounts that would have been distributed per OP Unit in such periods
if the REIT Conversion and the Mergers had been consummated as of the

beginning of each period shown.

ALTERNATIVES TO THE MERGERS

In determining whether to propose the Mergers,

the General Partners compared

the benefits to the Limited Partners of continuing each Partnership with the
benefits the Limited Partners could achieve by the participation of their

Partnership in the REIT Conversion through a Merger.

The General Partners

considered the other principal alternative--liquidation of a Partnership--but
do not believe that liquidation is appropriate at this time because the
expected benefits of the proposed Mergers are greater.

The following paragraphs discuss the advantages and disadvantages of

continuing the Partnerships as standalone partnerships and,

Partners in evaluating the Mergers,
CONTINUATION OF EACH PARTNERSHIP

Benefits of Continuation.

to assist Limited

liquidating the Partnerships.

Continuing each Partnership without change,

in

accordance with its existing business plan and pursuant to its current

partnership agreement,

would have the following effects,

Limited Partners may perceive as benefits:

some of which effects

No Partnership would be subject to the risks associated with the Mergers

and REIT Conversion,
separate entity,
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pursue its original investment objectives consistent with the
guidelines, restrictions and safeguards contained in its partnership
agreement;

No Partnership's performance would be affected by the performance of the
other Hotel Partnerships or Host REIT, including the investment
objectives, interests and intentions of the limited partners of the
other Hotel Partnerships or the shareholders of Host REIT;

There would be no change in the nature of the Limited Partners' voting
rights; and

There would be no change in the cash distribution policy of the
Partnership.

Disadvantages of Continuation. Maintaining the Partnerships as separate
entities would have the following disadvantages, among others:

Continued illiquidity of a Limited Partner's investment due to the
absence of an established market for interests in the Partnerships that
provides full value for such interest;

The inability from time to time of the Partnerships to make regular
distributions;

The inability of the Partnerships to take advantage of public market
valuation of their assets, growth opportunities and other potential
benefits of the Mergers;

Each Partnership will continue to have a leverage to value ratio
exceeding 55% and typically averaging between 60% and 80% (calculated as
a percentage of Exchange Value);

Limited Partners will continue to be subject to the risks inherent in
the lack of broad diversity that any individual Partnership's assets
represent; and

Any realization by the Limited Partners of the full value attributable
to their Partnership Units likely would require a liquidation of the
Partnership and the sale of its Hotel or Hotels which has the
disadvantages set forth below (see "--Liquidation of Each Partnership").

LIQUIDATION OF EACH PARTNERSHIP

Benefits of Liquidation. In lieu of participating in the Mergers and the
REIT Conversion, each Partnership could sell its assets (subject to the
existing Management Agreements), pay off its existing liabilities not assumed
by the buyer and distribute the net sales proceeds to its partners in
accordance with the distribution provisions of its partnership agreement. The
primary advantage of this alternative would be to provide immediate liquidity
to Limited Partners based upon the current market value of the Partnership's
real estate assets. See "--Summary of Comparative Valuation Alternatives" for
estimates of the net liquidation proceeds that might be available to the
Limited Partners upon the liquidation of each Partnership.

Disadvantages of Liquidation. The General Partners do not believe that this
alternative would be as beneficial to Limited Partners as the Mergers, for the
following reasons, among others: (i) certain existing Partnership debt cannot
be defeased or prepaid at the present time (such as certain indebtedness of
Atlanta Marquis and MHP2 and Desert Springs' Senior Notes) and when the
existing debt can be defeased or prepaid, the costs of defeasance or
prepayment (with the exception of Chicago Suites, MDAH and PHLP) would
significantly decrease the sales proceeds available to Limited Partners of a
Partnership and (ii) a sale and liquidation would be a taxable event for all
Limited Partners, who would lose the ability to individually plan the timing
of the recognition of their taxable gain. In addition, because of the tax
consequences that the General Partners (and thus Host) would incur upon a
Partnership's taxable sale of its Hotel or Hotels, this is not an alternative
that the General Partners would favor, making it less likely that such an
alternative could be implemented.

SUMMARY OF COMPARATIVE VALUATION ALTERNATIVES

To determine the Exchange Values and to assist Limited Partners in comparing
alternatives to the Mergers, the General Partners, in conjunction with AAA,
have computed for each Partnership the estimated Adjusted Appraised Value, the
estimated Continuation Value and the estimated Liquidation Value of the
Partnership
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Interests of the Limited Partners. Estimated Exchange Value is equal to the
greatest of estimated Adjusted Appraised Value, estimated Continuation Value
and estimated Liquidation Value. In addition, the table below sets forth the
minimum number of OP Units to be received by the Limited Partners in the
Partnerships based upon the estimated Exchange Value and the maximum price per
OP Unit of $15.50. For a detailed explanation of the calculation of each
value, see "Determination of Exchange Values and Allocation of OP Units." (For
the reasons described above in "--Background of the Mergers and the REIT
Conversion," the General Partners did not attempt to estimate the value of
reorganization of each Partnership as a separate REIT or merger with another
REIT or UPREIT but they do not believe that either of these alternatives would
result in a higher value for the Limited Partners than the Exchange Value to
be received through the receipt of the OP Units in the Mergers.)

The estimated values set forth below may increase or decrease as a result of
various adjustments that will be finally calculated as of the Final Valuation
Date, but such estimated Exchange Values will not change as a result of less
than all of the Partnerships participating in the Mergers. The number of OP
Units to be issued to the Limited Partners will not be determined until after
the Effective Date.

SUMMARY OF COMPARATIVE VALUATION ALTERNATIVES AND MINIMUM NUMBER OF OP UNITS
(ALL AMOUNTS ON A PER PARTNERSHIP UNIT BASIS) (1)

ESTIMATED ESTIMATED
ADJUSTED ESTIMATED ESTIMATED ESTIMATED MINIMUM
APPRAISED CONTINUATION LIQUIDATION EXCHANGE NUMBER OF
PARTNERSHIP VALUE VALUE VALUE VALUE (2) OP UNITS (3)
Atlanta Marquis.... $ 41,570 $ 45,425 S 402 $ 45,425 2,931
Chicago Suites..... 33,133 24,184 31,149 33,133 2,138
Desert Springs..... 40,880 33,536 27,617 40,880 2,637
Hanover............ 123,202 98,090 88,474 123,202 7,949
MDAH. . vevrinennnann 109,216 89,340 98,343 109,216 7,046
MHP.......coivnn 140,032 141,074 124,261 141,074 9,102
MHP2. ... ovvininnenn 237,334 211,263 205,140 237,334 15,312
PHLP. .ottt i iaeenn 0(4) 5,040 0(4) 5,040 325

(1) A Partnership Unit in all of the Partnerships except Chicago Suites
($35,000) and PHLP ($10,000) represents an original investment of
$100,000.

(2) Estimated Exchange Value is equal to the greatest of estimated Adjusted
Appraised Value, estimated Continuation Value and estimated Liquidation
Value.

(3) Assumes the price of an OP Unit is $15.50, which is the maximum price for
purposes of the Mergers and thus results in the minimum number of OP Units
that may be issued.

(4) The estimated Adjusted Appraised Value and the estimated Liquidation Value
for PHLP are zero because PHLP's outstanding debt is greater than the
Appraised Value of the Hotels and the value of other assets, net of
liabilities, owned by PHLP.

RECOMMENDATION OF THE GENERAL PARTNERS

FOR THE REASONS STATED HEREIN, THE GENERAL PARTNERS BELIEVE THAT THE MERGERS
PROVIDE SUBSTANTIAL BENEFITS AND ARE FAIR TO THE LIMITED PARTNERS OF EACH
PARTNERSHIP AND RECOMMEND THAT ALL LIMITED PARTNERS VOTE FOR THE MERGERS AND
FOR THE RELATED AMENDMENTS TO THE PARTNERSHIP AGREEMENTS. SEE "FAIRNESS
ANALYSIS AND OPINION--FAIRNESS ANALYSIS."
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DETERMINATION OF EXCHANGE VALUES AND ALLOCATION OF OP UNITS
OVERVIEW

Following consummation of the REIT Conversion, OP Units are expected to be
owned by the following groups:

Host REIT, which will own a number of OP Units equal to the number of
outstanding Common Shares of Host REIT. These OP Units will consist of
(i) the OP Units to be acquired in exchange for the contribution of
Host's full-service hotel assets and other assets (excluding its senior
living assets and the cash or other consideration to be distributed to
shareholders of Host or Host REIT and certain other de minimis assets),
subject to all liabilities of Host (including past and future contingent
liabilities), other than liabilities of Crestline, (ii) the OP Units to
be received by the General Partners and other Host subsidiaries with
respect to their interests in the Partnerships and (iii) the OP Units to
be acquired from Limited Partners who elect to receive Common Shares in
connection with the Mergers. The OP Units received by the General
Partners and other Host subsidiaries attributable to their interests in
the Partnerships will be determined in the same manner as the number of
OP Units to be received by Limited Partners and will be determined in
accordance with the distribution provisions in the partnership
agreements of the Partnerships. On a pro forma basis, as of June 19,
1998, Host REIT would have owned approximately 204 million OP Units,
based upon the number of outstanding shares of Host common stock at that
time, of which the General Partners and other Host subsidiaries would
have owned approximately 17.7 million OP Units received with respect to
their interests in the Partnerships. If Host issues any shares of
preferred stock prior to the REIT Conversion, Host REIT also will own a
number of preferred partnership interests in the Operating Partnership
equal to the number of outstanding shares of preferred stock.

The Blackstone Entities, which will receive approximately 43.7 million
OP Units and other consideration in exchange for the contribution of the
Blackstone Hotels and certain other related assets, subject to certain
liabilities.

Limited Partners of the Participating Partnerships, who will receive in
the Mergers a number of OP Units based upon the Exchange Values of their
respective Partnership Interests and the price per OP Unit (other than
Limited Partners who elect to exchange such OP Units for Common Shares
or Notes).

Partners unaffiliated with Host in four Private Partnerships, who have
agreed to exchange their interests in their Private Partnerships for OP
Units based upon the value of their interests in their Private
Partnerships, as determined by negotiation with Host.

METHODOLOGY FOR DETERMINING EXCHANGE VALUES

SUMMARY. The Exchange Value of each Partnership will be equal to the
greatest of its Adjusted Appraised Value, Continuation Value and Liquidation
Value, each of which has been determined as follows:

Adjusted Appraised Value. The General Partners have retained AARA to
determine the market value of each of the Hotels as of March 1, 1998
(the "Appraised Value"). The "Adjusted Appraised Value" of a Partnership
equals the Appraised Value of its Hotels, adjusted as of the Final
Valuation Date (as defined below) for lender reserves, capital
expenditure reserves, existing indebtedness (including a "mark to
market" adjustment to reflect the market value of such indebtedness),
certain deferred maintenance costs, deferred management fees and
transfer and recordation taxes and fees.

Continuation Value. The "Continuation Value" of a Partnership represents
AAA's estimate, as adopted by the General Partners, of the discounted
present value, as of January 1, 1998, of the limited partners' share of
estimated future cash distributions and estimated net sales proceeds
(plus lender reserves), assuming that the Partnership continues as an
operating business for twelve years and its assets are sold on December
31, 2009 for their then estimated market value.
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Liquidation Value. The "Liquidation Value" of a Partnership represents
the General Partners' estimate of the net proceeds to limited partners
resulting from the assumed sale as of December 31, 1998 of the Hotel (s)
of the Partnership, each at its Adjusted Appraised Value (after
eliminating any "mark to market" adjustment and adding back the
deduction for transfer and recordation taxes and fees, if any, made in
deriving the Adjusted Appraised Value), less (i) estimated liquidation
costs, expenses and contingencies equal to 2.5% of Appraised Value and
(ii) prepayment penalties or defeasance costs, as applicable.

Final determination of the Exchange Value of each Partnership will be made
as of the end of the four week accounting period ending at least 20 days prior
to the Effective Date (the "Final Valuation Date") and will be equal to the
greatest of Adjusted Appraised Value, Continuation Value and Liquidation Value
as of such date. Adjusted Appraised Value, Continuation Value and Liquidation
Value will be adjusted as of the Final Valuation Date (i) to reflect the
amount of lender and capital expenditure reserves and the amount of deferred
management fees as of such date, (ii) to increase the Adjusted Appraised Value
by any amounts actually expended by a Partnership after the Initial Valuation
Date to perform deferred maintenance that were previously subtracted in
determining the estimated Adjusted Appraised Value of such Partnership and
(iii) to reflect any changes in the Partnership's other reserves, such as for
litigation expenses and indemnification costs and any revised estimates of
transfer and recordation taxes and fees. The General Partners do not believe
that any adjustments to the Exchange Value will be material; however, if any
such changes are deemed to be material, the General Partners will provide the
Limited Partners in any Partnership so affected with an opportunity to change
their vote on the Merger.

APPRAISED VALUE. The Partnerships' Hotels were appraised as of March 1, 1998
by AAA, an independent, nationally recognized hotel valuation and financial
advisory firm experienced in the appraisals of lodging properties such as the
Partnerships' Hotels. Each appraisal (an "Appraisal") was reviewed by an MAI
(Member Appraisal Institute) appraiser and certified by such MAI appraiser as
having been prepared in accordance with the requirements of the Standards of
Professional Practice of the Appraisal Institute and the Uniform Standards of
Professional Appraisal Practice of the Appraisal Foundation.

The purpose of each Appraisal is to provide an estimate of the "Market
Value" of the related Hotel. "Market Value" means the most probable price
which a property should bring in a competitive and open market under all
conditions requisite to a fair sale, the buyer and seller each acting
prudently and knowledgeably and assuming the price is not affected by undue
stimuli. Implicit in this definition is the consummation of a sale as of a
specified date and the passing of title from seller to buyer under conditions
whereby: (i) the buyer and seller are equally motivated; (ii) both parties are
well informed or well advised, and each is acting in what he considers his own
best interest; (iii) a reasonable time frame is allowed for exposure in the
open market; (iv) payment is made in terms of cash in U.S. dollars or in terms
of financial arrangements comparable thereto; and (v) the price represents the
normal consideration for the property sold unaffected by special or creative
financing or sales concessions granted by anyone associated with the sale. AAA
made site visits at all of the Hotels except for three Hotels owned by MDAH
and one Hotel owned by PHLP for purposes of the Appraisals. Neither AAA nor
the General Partners believe that the lack of site visits to these Hotels
affects the determination of market value because, as part of the Appraisals,
AAA reviewed financial information of the Hotels as well as conducted
extensive interviews with the managers of the Hotels. See "Fairness Analysis
and Opinion--Fairness Opinion--Summary of Materials Considered and
Investigation Undertaken."

In preparing the Appraisals, AAA relied primarily on the income
capitalization method of valuation, and then compared the value estimated by
this method with recent sales of comparable properties, as a check on the
reasonableness of the value determined through the income capitalization
method. AAA employed the following procedures for determining the Appraised
Value of each Hotel:

Historical 1997 and Projected Year's Earnings. AAA reviewed the
historical 1997 net operating income (i.e., income before interest,
taxes, depreciation and amortization) ("NOI") prior to incentive
management fees and certain capital expenditures for the applicable
Hotel. AAA also prepared a
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projection of the net operating income prior to incentive management
fees and certain capital expenditures for the applicable Hotel for the
twelve month period ending February 28, 1999 (the "Projected Year"),
using historical financial information for the Hotel, budget
information, a survey with the manager of the Hotel addressing the
physical condition of the Hotel, local market conditions (including
business mix, demand generators, future trends and predictability of
business), changes in the competitive environment, comparison with
direct competitors of the Hotel and risk factors relating to the
particular Hotel. The resulting gross margin (ratio of total revenues to
net operating income prior to incentive management fees) was checked
against AAA's database of the gross margins for similar hotels for
reasonableness.

Impact of Incentive Management Fees. AAA estimated a normalized annual
amount of incentive management fees payable under the applicable
management agreement and subtracted this amount from the net operating
income prior to incentive management fees and certain capital
expenditures for 1997 and the Projected Year.

Impact of Owner Funded Capital Expenditures. AAA estimated normalized
annual amounts of owner funded capital expenditures (over and above the
FF&E reserve) based in part on projected owner funded capital
expenditures estimated in the Engineering Study, including in the case
of three Hotels (Atlanta Marquis, Desert Springs and Hanover) certain
identified 1998 capital expenditures for which reserves have been set
aside. The normalized amounts were then subtracted from the NOI prior to
owner funded capital expenditures for 1997 and the Projected Year.

Capitalization of Adjusted NOI. AAA then capitalized the amount
resulting from the foregoing adjustments ("Adjusted NOI") for 1997 and
the Projected Year by dividing such amounts by capitalization rates that
AAA determined to be appropriate. A capitalization rate represents the
relationship between net operating income and sales prices of income
producing property. AAA selected the capitalization rates based upon its
review of current published surveys reflecting the opinions of investors
and participants such as REITs, hotel acquisition/management companies
and pension funds, lenders, brokers and consultants as to current
capitalization rates, and its own database of capitalization rates
reflected in recent transactions, adjusted for factors specific to the
individual Hotel, such as location, physical condition, reserve
policies, local market volatility and competition, guest mix, renovation
influences and other income characteristics. AAA used separate
capitalization rates that it deemed appropriate to capitalize 1997
historical Adjusted NOI and estimated Projected Year's Adjusted NOI. AAA
then estimated the value of each Hotel based upon each of the values
estimated by capitalizing 1997 and Projected Year's Adjusted NOI and its
professional judgment.

The following table sets forth the resulting Appraised Values of the Hotels
of each Partnership, as estimated by AAA.

APPRAISED VALUE OF EACH PARTNERSHIP'S HOTELS
(IN THOUSANDS)

PARTNERSHIP APPRAISED VALUE
Atlanta MargUiS . et ii it ittt ettt et e et e e e e e e e $ 255,000
Chicago SUILES . ittt ittt ittt ettt et ateeenenenenenn 34,300
DeSert SPIrINgS . ittt ittt ittt ittt ittt it e e e e e e 223,800
5 E L V2 Y 49,400
2 165,900
MH P . it ittt it it i e e e e e et e e e e 354,261 (1)
0 =0 463,300 (2)
20 7 265,800
e T P $1,811,761

(1) Excludes the 49.5% interest in the Harbor Beach Resort not owned by MHP.
(2) Excludes the 50% interest in the Santa Clara Marriott not owned by MHP2.
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The following table sets forth the effective capitalization rates for 1997
and Projected Year's Adjusted NOI resulting from AAA's estimated Appraised
Values of the Hotels.

RESULTING EFFECTIVE CAPITALIZATION RATES IN APPRAISALS

PROJECTED YEAR

(ENDING
PARTNERSHIP 1997 FEBRUARY 28, 1999)
Atlanta MarqUiS . .u v e et e e et neieeeeeneeeneeenenn 9.3% 9.4%
Chicago SUltes.. vttt it ittt 9.4% 10.3%
Desert SpPringsS.. ...ttt ieneinneeenns 8.9% 9.3%
2 = 0@ o 9.4% 10.1%
2 2 9.1 - 9.9% 10.1 - 10.6%
05 =PI 8.8 - 9.4% 9.8 - 10.2%
020 9.1 - 9.6% 9.7 - 11.6%
202 T 9.2 - 9.8% 9.7 - 10.6%

Comparison with Comparable Sales. AAA checked the Appraised Value of
each Hotel derived by the foregoing procedures against its database of
comparable sale transactions for reasonableness.

In the case of a Hotel that is only partly owned by a Partnership, the
Appraised Value of such Hotel was reduced proportionately to the amount
attributable to such Partnership's ownership interest therein (but no
adjustment was made to reflect the effect that the outside interest might have
on decisions with respect to sales, refinancings or other major operational
matters). With respect to the Partnerships' Hotels, eleven properties were
encumbered by ground leases as of the date of the Appraisal: one owned by each
of Chicago Suites, MDAH and MHP, three owned by MHP2 and five owned by PHLP.
Accordingly, the Appraised Values of these Partnerships' Hotels have been
decreased to reflect the encumbrance of the ground leases and the interest of
the ground lessor in the operating cash flows of such Hotels. The Appraised
Value of MHP's Orlando World Center Hotel also includes AAA's estimate of the
present value of a planned expansion of the Hotel. The Appraised Values assume
all contractual provisions for FF&E reserves are adequate and have not been
reduced to reflect deferred maintenance or environmental remediation costs
with respect to the Partnerships' Hotels (but estimated deferred maintenance
costs have been deducted in estimating the Adjusted Appraised Value of each
Hotel). The Appraised Values did not take into account the costs that might be
incurred in selling a Hotel (but estimated costs for transfer and recordation
taxes and fees have been deducted in estimating the Adjusted Appraised Value
of each Hotel).

The Appraisals are not guarantees of present or future values and no
assurance can be given as to the actual value of the Partnerships' Hotels. The
Appraisals should be read in conjunction with other information, such as, but
not limited to, the audited financial statements of the Partnerships.

The Appraised Values, and the assumptions underlying the projections on
which the Appraised Values are based, are contingent upon a series of future
events, the outcomes of which are not necessarily within the Operating
Partnership's control and cannot be determined at this time. There can be no
assurance that another appraiser would not have arrived at a different result.
Some of the assumptions inevitably will not materialize and unanticipated
events and circumstances will occur subsequent to the date of the Appraisals.
Furthermore, the actual results achieved from the Hotels will vary from the
results projected in the Appraisals and the variations may be material.

ADJUSTED APPRAISED VALUE. The Adjusted Appraised Value of each Partnership
was determined by totaling the Appraised Values of all of the Hotels of the
Partnership and then making various adjustments to the aggregate Appraised
Value, as described below.

Lender Reserves. For Atlanta Marquis, Desert Springs, MDAH, MHP and
MHP2, debt service reserves are required to be held by third-party

lenders. The amount of these lender reserves as of the
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Initial Valuation Date was added to the Appraised Values of these
Hotels. A final determination of the lender reserves of each of these
Partnerships will be made on the Final Valuation Date and any changes in
such reserves will be reflected in the Adjusted Appraised Value.

1998 Capital Expenditure Reserves. For Atlanta Marquis, Desert Springs
and Hanover, an amount equal to the capital expenditure reserves which
were set aside as of March 1, 1998 for various identified capital
improvements in 1998 (which amounts resulted in reductions in the
Appraised Value as described above) was added back to the Appraised
Value.

Mortgage and Other Debt. The estimated principal balance and accrued
interest (including participating interest that would accrue as a result
of the Mergers) as of the Effective Date (assumed to be December 31,
1998) of all mortgage and other debt of each Partnership has been
subtracted from the Appraised Value.

Mark to Market Adjustments. The third-party loans of the Partnerships
have various interest rates and terms to maturity. In order to reflect
the market value of the third-party loans of each Partnership, the
estimated Adjusted Appraised Value for each Partnership has been
adjusted (increased or decreased) to "mark to market" the interest rate
for such loans. This adjustment has been estimated by comparing the
interest cost using the applicable interest rates on existing third-
party loans over their remaining term to the interest cost using the
interest rate that the Operating Partnership believes it would be able
to obtain for unsecured debt in the market as of the Final Valuation
Date (which would have been 8.0% per annum based on a 350 basis point
(3.50%) spread over the yield on seven-year U.S. Treasury securities as
of September 29, 1998). The mark to market adjustment for each loan was
calculated by determining the difference between the present values, as
of December 31, 1998, of the interest payments over the remaining term
of the loan from January 1, 1999 to maturity using the actual interest
rate as the discount rate as compared to using the assumed market rate
as the discount rate. In the case of the mezzanine loan on Desert
Springs, the adjustment reflects the prepayment penalty that would be
payable because it is less than the mark to market adjustment.

Deferred Management Fees. The amount of deferred management fees
(management fees earned by the manager pursuant to the Management
Agreement and not paid currently) estimated to be payable under the
Management Agreement (s) of each Partnership as of December 31, 1998 have
been subtracted from the Appraised Value. The amount of such deferred
management fees will be recalculated as of the Final Valuation Date.

Deferred Maintenance Costs. The estimated cost to complete any deferred
maintenance items identified in the Engineering Study relating to the
applicable Hotel or Hotels of each Partnership have been subtracted from
the Appraised Value. The adjustments for this item will be reduced at
the Final Valuation Date to reflect amounts expended after the Initial
Valuation Date to perform such deferred maintenance. No adjustments have
been made for previously budgeted capital expenditures or deferred
maintenance costs estimated in the Engineering Study that are reflected
in the cash flow projections used for purposes of estimating Appraised
Values.

Transfer and Recordation Taxes and Fees. The estimated transfer and
recordation taxes and fees required to be paid by each Partnership in
connection with the Mergers have been subtracted from the Appraised
Value.
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The following table sets forth the adjustments to the aggregate Appraised
Values made to derive the estimated Adjusted Appraised Value for each
Partnership as of the Initial Valuation Date.

CALCULATION OF ESTIMATED ADJUSTED APPRAISED VALUES
AS OF THE INITIAL VALUATION DATE
(IN THOUSANDS, EXCEPT PER PARTNERSHIP UNIT AMOUNTS)

ATLANTA CHICAGO DESERT

MARQUIS SUITES SPRINGS HANOVER MDAH MHP MHP2 PHLP
Appraised Value........ $ 255,000 $ 34,300 $ 223,800 $ 49,400 $165,900 $ 354,261(1) $ 463,300(2) $ 265,800
Lender reserveS........ 3,600 0 6,173 0 3,000 1,800 6,800 0
Capital expenditure re-

SELVE. ittt ie it 16,750 0 1,500 1,690 0 0 0 0
Mortgage debt.......... (162,047) (22,284) (101,632) (29,394) (97,371) (192,137) (1) (259,945) (2) (161,136
Other debt............. (20,134) (464) (92,438) (10,398) (25,355) (722) 0 (128,102)
Mark to market adjust-

LT o 4,693 94 411 (435) 399 2,878 (2,154) 0
Deferred management

fees.. .ol 0 0 0 0 0 0 (3,184) (34,151)
Deferred maintenance

COSES .t vt tiienenennnn (607) (46) (650) (72) (825) (245) (1,673) (5,212)
Transfer taxes......... 0 (274) 0 0 0 0 0 (814)
Estimated Adjusted

Appraised Value....... $ 97,255 $ 11,326 S 37,164 $ 10,791 $ 45,748 $ 165,835 $ 203,144 $ 0(3)
Estimated General Part-

ner's share(4)........ $ 75,223(5) $ 113 S 372(6) $ 442 S 533 $ 25,803 $ 26,330 S 0
Estimated limited part-

ner share of Host sub-

sidiaries(7).......... S 62 $ 0 $ 0 $ 4,928 $ 273 $ 67,670 $ 93,272 S 0
Estimated total limited

partners' share(8).... $ 22,032 $ 11,213(9) $ 36,792 $ 10,349 $ 45,215 $ 140,032 $ 176,814 $ 0
Per Partnership Unit... $ 41,570 $ 33,133 $ 40,880 $123,202 $109,216 $ 140,032 $ 237,334 $ 0
(1) Excludes 49.5% of the $122,300,000 Appraised Value of the Harbor Beach

Resort and the $82,266,000 in mortgage debt encumbering the Hotel.

(2) Excludes 50% of the $126,200,000 Appraised Value of the Santa Clara
Marriott Hotel but includes 100% of the $42,500,000 in mortgage debt
encumbering the Hotel for which MHP2 is wholly responsible.

(3) The estimated Adjusted Appraised Value for PHLP is zero because PHLP's
outstanding debt is greater than the Appraised Value of the Hotels and the
value of other assets, net of liabilities, owned by PHLP.

(4) Excludes amounts attributable to limited partner interests of a General
Partner, except as noted.

(5) Includes Class B limited partner interests held by the General Partner.

(6) Excludes $59.7 million attributable to the participating subordinated loan
held by Host.

(7) Includes limited partner interests held by a General Partner.

(8) Includes estimated limited partner share of Host subsidiaries (except for
Chicago Suites and Desert Springs in which no Host subsidiary owns any
limited partner interest).

(9) Including 1% owned by a Limited Partner who is not a holder of any of the

335 outstanding Partnership Units.

CONTINUATION VALUE. AAA estimated the Continuation Value of each Partnership
using the following methodology:

Estimated Future Cash Distributions. AAA prepared estimates of future
partnership cash flow for the Partnership for the 12-year period from
January 1, 1998 through December 31, 2009 based upon the estimated 1998
NOI before incentive management fees used in the Appraisals and for each
subsequent year applying an assumed annual stabilized growth rate
(ranging from 3.40% to 4.50%, depending upon the Partnership, as shown
in the table below) developed by AAA for this analysis. For each year in
the projection period, AAA estimated the amount of cash available for
distribution to limited partners after payment of all management fees,
debt service, owner funded capital expenditures based on the Engineering
Study and other partnership expenses and after application of the
applicable partnership agreement provisions. AAA assumed that each
Partnership's FF&E reserves were adequate and understood that Host
determined that there were no reserve shortfalls or surpluses.

Refinancing Assumptions. For debt that matures during the 12-year
period, AAA assumed that the debt would be refinanced with interest
rates ranging from 7.25% to 8.60% per annum and a 20 to 30-year
amortization schedule, with estimated refinancing costs of 2% of the
refinanced amount being paid from operating cash flow (or added to the
principal balance of the loan, if cash flow was estimated to be
insufficient).
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Determination of Residual Value. To estimate the residual value of the
limited partners' interest in the Partnership at the end of the 12-year
period, AAA assumed that the Hotel(s) would be sold as of December 31,
2009 at their then market value. AAA estimated the market value of each
Hotel as of such date by applying an exit capitalization rate that it
deemed appropriate, using the factors described above in connection with
the "--Appraised Value," which are set forth in the table below, to the
estimated Adjusted NOI for 2009 (estimated as described above). AAA then
subtracted estimated sales costs of 2% of the estimated market value,
added lender reserves, and subtracted the estimated outstanding
principal balance of debt as of December 31, 2009 and deferred
management fees to arrive at net sales proceeds available for
distribution to partners. AAA then determined what portion of such
estimated net sales proceeds would be distributable to the Partnership's
limited partners under the various partnership and debt agreements.

Discounting Distributions to Present Value. As a final step, AAA
discounted the estimated future cash distributions to the limited
partners from operations and estimated net sales proceeds (plus lender
reserves) to their present value as of January 1, 1998, using a discount
rate of 20% per annum. AAA believes that this discount rate reflects the
return on investment that investors expect from leveraged investments of
this nature.

While the 1