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PROSPECTUS SUPPLEMENT
(To Prospectus Dated April 22, 2002)

3,000,000 SHARES
[CRESCENT LOGO]

9.50% SERIES B CUMULATIVE REDEEMABLE PREFERRED SHARES
(LIQUIDATION PREFERENCE $25.00 PER SHARE)

We are offering 3,000,000 of our 9.50% Series B Cumulative Redeemable Preferred
Shares, par value $.01 per share. We will receive all of the net proceeds from
the sale of the Series B preferred shares.

We will pay cumulative distributions on the Series B preferred shares, from the
date of original issuance, in the amount of $2.375 per share each year, which is
equivalent to 9.50% of the $25.00 liquidation preference per share.
Distributions on the Series B preferred shares will be payable quarterly in
arrears, beginning on August 15, 2002. We may not redeem the Series B preferred
shares before May 17, 2007, except in order to preserve our status as a real
estate investment trust. On and after May 17, 2007, we may, at our option,
redeem the Series B preferred shares, in whole or in part, by paying $25.00 per
share, plus any accumulated, accrued and unpaid distributions. The Series B
preferred shares have no stated maturity, will not be subject to any sinking
fund or mandatory redemption and will not be convertible into any of our other
securities. Investors in the Series B preferred shares will generally have no
voting rights, but will have limited voting rights if we fail to pay
distributions for six or more quarters and upon the occurrence of certain other
events.

Application has been made to list the Series B preferred shares on the New York
Stock Exchange under the symbol "CEIPrB." We expect that trading on the New York
Stock Exchange will commence within 30 days after the initial delivery of the
Series B preferred shares.

INVESTING IN OUR SERIES B PREFERRED SHARES INVOLVES RISKS. SEE "RISK FACTORS"
BEGINNING ON PAGE S-12 OF THIS PROSPECTUS SUPPLEMENT AND ON PAGE 3 OF THE
ACCOMPANYING PROSPECTUS.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR DETERMINED IF THIS

PROSPECTUS SUPPLEMENT OR THE ACCOMPANYING PROSPECTUS IS TRUTHFUL OR COMPLETE.
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

PER SHARE TOTAL
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Public offering pPrice. ... ettt ittt ieeeeeeeneennnns $ 25.00 $75,000,000
Underwriting discounts and commisSSioNnsS.......eeeeeeeeennnnn. $ 0.7875 $ 2,362,500
Proceeds, before expenses, LO US. ...ttt reennneeeeeeeneennnns $24.2125 $72,637,500

The underwriters are severally underwriting the shares being offered. The
underwriters have an option to purchase up to an additional 450,000 Series B
preferred shares from us to cover over-allotments, if any.

The underwriters expect that the Series B preferred shares will be ready for
delivery in book-entry form through The Depositary Trust Company on or about May
17, 2002.

BEAR, STEARNS & CO. INC.

BB&T CAPITAL MARKETS STIFEL, NICOLAUS &
COMPANY

INCORPORATED

THE DATE OF THIS PROSPECTUS SUPPLEMENT IS MAY 10, 2002.

ABOUT THIS PROSPECTUS SUPPLEMENT

References to "we," "us" or "our" refer to Crescent Real Estate Equities
Company and, unless the context otherwise requires, Crescent Real Estate
Equities Limited Partnership, which we refer to as our Operating Partnership. We
conduct our business and operations through the Operating Partnership and its
subsidiaries. References to "Crescent" refer to Crescent Real Estate Equities
Company. The term "you" refers to a prospective investor. The sole general
partner of the Operating Partnership is Crescent Real Estate Equities, Ltd., a
wholly owned subsidiary of Crescent Real Estate Equities Company, which we refer
to as the General Partner.

Unless otherwise expressly stated or the context otherwise requires, all
information in this prospectus supplement assumes that the underwriters do not
exercise the over-allotment option described in "Underwriting" beginning on Page
S-44.

CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

This prospectus supplement and the accompanying prospectus, including our
documents incorporated herein and therein by reference, contain forward-looking
statements within the meaning of Section 27A of the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchange Act of 1934, as amended.
Also, documents which we subsequently file with the Securities and Exchange
Commission, which is also referred to in this prospectus supplement as the SEC
or the Commission, and are incorporated herein by reference, will contain
forward-looking statements. When we refer to forward-looking statements or
information, sometimes we use words such as "may," "will," "could," "should,"
"plan," "intend," "expect," "believe," "estimate," "anticipate" and "continue."
In particular, the risk factors included in this prospectus supplement and
accompanying prospectus describe forward-looking information. The risk factors
address material risks known to us but are not all-inclusive, particularly with
respect to possible future events. Other parts of, or documents incorporated by
reference into, this prospectus supplement and accompanying prospectus may also
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include forward-looking information. Many events can occur that would cause our
actual results to be different than those described. For a description of
possible risks involved in making this investment, see "Risk Factors" beginning
on Page S-12 of this prospectus supplement and on Page 3 of the accompanying
prospectus.

Given these uncertainties, readers are cautioned not to place undue
reliance on these forward-looking statements. We also make no promise to update
any of the forward-looking statements, or to publicly release the results if we
revise any of them. You should carefully review the risks and the risk factors
described under "Risk Factors" beginning on Page S-12 of this prospectus
supplement and on Page 3 of the accompanying prospectus, as well as the other
information in this prospectus supplement and the accompanying prospectus,
before buying our Series B preferred shares.

s-1

SUMMARY

This summary may not contain all of the information that is important to
you. You should carefully read the entire prospectus supplement and the
accompanying prospectus, especially the "Risk Factors" section beginning on Page
S-12 of this prospectus supplement and on Page 3 of the accompanying prospectus
and the "Where You Can Find More Information" section beginning on Page S-46 of
this prospectus supplement, as well as the documents incorporated by reference
in this prospectus supplement and in the accompanying prospectus, before making
an investment decision. Unless otherwise indicated, financial information
included in this prospectus supplement is presented on an historical basis.

CRESCENT

We are one of the nation's largest publicly held real estate investment
trusts, or REITs, with approximately $4.1 billion in assets as of December 31,
2001. The main focus of our business, which we conduct through our Operating
Partnership and its subsidiaries, is our office segment, in which we own and
operate primarily Class A office properties and have market leading positions in
our core markets. We also own luxury and destination fitness resort and spa
properties and upscale residential developments, and hold other investments. We
are listed on the New York Stock Exchange, or the NYSE, and had a common equity
market capitalization of approximately $2.0 billion, based on our closing per
share price of $18.98 on May 9, 2002.

As of December 31, 2001, our assets and operations were composed primarily
of four investment segments.

Office Segment. Our office portfolio, which represented 71% of our segment
assets as of December 31, 2001, consists of 74 high quality office properties
located in 26 metropolitan submarkets in six states, with an aggregate of
approximately 28.0 million net rentable square feet. We are a leading provider
of Class A office space in our core markets of Houston, Dallas, Austin and
Denver. Our properties in these markets represent an aggregate of 88% of our
entire office portfolio based on net rentable square footage. We also own office
properties in Miami, Phoenix, Albuquerque and San Diego. As of December 31,
2001, our office portfolio was 92% leased, and 93% leased based on executed
leases including those that have not yet commenced. Our office portfolio was 90%
leased, and 91% leased based on executed leases including those that have not
yet commenced, as of March 31, 2002. The following table sets forth, by market,
the number of office properties, net rentable square feet in our office
properties and the percentage of space leased in such properties, each as of
December 31, 2001.
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NET RENTABLE AREA IN

MARKET PROPERTIES SQUARE FEET PERCENT LEASED

5 Ko X = il o Y 27 10,264,877 92%

0 = = 24 10,472,328 91%

AUSEIN . ottt e e e 8 2,002,641 91%

DY o 2l 6 1,671,301 98%

Other. o e e 9 3,587,467 89%
Total/Weighted Average. ......eoeeeeeenenenn. 74 27,998,614 92%

Resort/Hotel Segment. Our resort/hotel properties, which represented 12%

of our segment assets as of December 31, 2001, consist of five luxury and
destination fitness resort and spa properties and four upscale business-class
hotels. Our luxury and destination fitness resort and spa properties are the
Canyon Ranch health resort and spas in Arizona and Massachusetts, Sonoma Mission
Inn and Spa and Ventana Inn and Spa in California, and the Park Hyatt Beaver
Creek Resort and Spa in Colorado. These five properties had a total of 1,028
rooms/guest nights as of December 31, 2001. Our upscale business-class hotel
properties operate under the Hyatt, Marriott, Omni and Renaissance brands. These
four properties had a total of 1,769 rooms as of December 31, 2001.
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Residential Development Segment. Our upscale residential developments,
which represented 10% of our segment assets as of December 31, 2001, include The
Woodlands in Texas, Desert Mountain in Arizona and mountain development projects
in Colorado and California. We own interests in five residential development
corporations which, through joint venture or partnership arrangements, owned
interests in 21 active upscale residential development properties as of December
31, 2001. These projects have the capacity for approximately 46,000 lots and
units, of which 30,000 have been developed and sold since inception of the
projects.

Temperature-Controlled Logistics Segment. We own a 40% interest in a
general partnership that owns all of the common stock of AmeriCold Corporation.
AmeriCold Corporation owns, directly or indirectly, 89 temperature-controlled
logistics properties representing an aggregate of approximately 445 million
cubic feet (18 million square feet) of warehouse space. As of December 31, 2001,
this investment represented 7% of our segment assets.

COMPETITIVE STRENGTHS

High Quality Assets. As of December 31, 2001, we owned 69 Class A
properties, including Dallas landmarks The Crescent, Fountain Place and Trammell
Crow Center, and Houston landmarks Houston Center and Greenway Plaza. Our office
holdings are concentrated in the southwestern United States. We have invested
primarily in the Houston, Dallas, Austin and Denver markets, all of which are
projected to benefit from strong population and employment growth over the next
10 years. In 2001, our office properties had an average occupancy of 92%. We
also own luxury and destination fitness resort and spa properties, including the
two Canyon Ranch health resort and spas and the Park Hyatt Beaver Creek Resort
and Spa, and upscale residential developments.

Concentration in Strategic Office Markets. We believe that our
concentration of high quality office properties in demand-driven markets offers
potential for attractive long-term returns. Ownership of a significant portion
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of office space in a particular market creates economies of scale that enable us
to reduce operating expenses and, together with our ability to offer high
quality office properties at multiple locations within a particular market,
enhances our opportunity to attract and retain customers. Based on information
from third-party sources, we estimate that, on a weighted average basis as of
December 31, 2001, we owned 16% of the Class A office space in the 26 submarkets
in which we compete. As of December 31, 2001, 37% of our office assets were in
Dallas and 37% were in Houston. We have the largest Class A market share in each
of these markets.

Stable Office Cash Flow. We have stable cash flows supported by the high
quality and diversification of our customer base and the long-term nature of our
office leases. We believe that the quality and location of our office properties
coupled with exceptional customer service enhances our ability to attract and
retain a high credit quality customer base. Bad debt expense for 2001 was only
0.3% of office revenues. In 2001, no single customer accounted for more than 5%
of our total office revenue. Our customers are well diversified by industry,
with 27% of our customers in the professional services industry, 21% in the
energy industry and 19% in the financial services industry, as of December 31,
2001.

Embedded Internal Growth. Over the next five years, an average of 14% of
our office leases will expire each year based on lease payment amounts. Because
most of the expiring leases are at rental rates that are below current market
rates, we believe this presents us with a significant opportunity for embedded
internal growth as these leases are renewed or the space is re-leased at our
then-quoted rental rates. In 2001, we renewed or re-leased approximately 2.0
million net rentable square feet with a weighted average net effective rental
rate increase over expiring rates of 31%.

Focused Management Team. In 1999, John Goff, our co-founder, returned as
CEO and has since assembled a management team with significant depth of
experience in the real estate industry. Our management team has an average of
over 20 years of real estate industry experience. In 1999, our management team
announced a strategic plan that was designed to reposition our company,
strengthen our balance sheet and provide additional liquidity. We have
successfully completed the repositioning of our company under this plan by
selling more than $1.2 billion of non-core and non-strategic assets, by reducing
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both variable rate and secured debt, and by increasing our liquidity through
debt refinancing and reducing our distributions by over $80.0 million on an
annualized basis.

STRATEGY

Our business objective is to provide attractive but predictable growth in
cash flow and underlying asset value. In addition, we seek to create value by
distinguishing our company as the leader in our core investment segments through
customer service and asset quality. The primary components of our business
strategy include the following.

Focus on Core Office Operations. We are focusing on our core Class A
office property portfolio and on expanding and improving office property
operations. As a part of our strategic plan, we have sold more than $1.2 billion
of non-core or non-strategic assets since 1999. We will continue to operate our
office properties as long-term investments and to focus on providing exceptional
customer service and innovative solutions that meet the needs of our customers.

Leverage the Strength of Our Office and Resort Brands. We continue to
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strive to be the industry leader among high quality office space providers. The
quality of our office assets, our leading positions in our core markets and our
exceptional customer service enhance our office brand. In a recent customer
survey by CEL & Associates, the largest surveyor of customer satisfaction in the
real estate industry, we scored "best in the industry" for the six main
categories including "Readiness to Solve Problems" and "Renewal Retention." We
were also named by CEL & Associates and the Building Owner and Managers
Association as one of the top five providers of customer service in the country
in 2001. In addition, we are focused on enhancing the strength of our luxury and
destination fitness resort and spa brands. The operators we have selected for
these properties are known for providing exceptional customer service and unique
spa and fitness amenities. Canyon Ranch in Massachusetts was named best
destination spa in North America and the Caribbean in a leading travel
magazine's 2002 readers' poll, which is the fifth time it has received this
honor.

Execute Disciplined Investments. We will continue to take a disciplined
approach when evaluating each investment opportunity. We seek investment
opportunities that fit our fundamental strategy of acquiring Class A office
properties at a significant discount to replacement cost in an environment in
which we believe values will appreciate to or above replacement cost. In
addition, we measure the expected returns in relation to our cost of capital and
other investment opportunities. On a select basis, we will evaluate the
development of our existing commercial land inventory with additional office
properties to meet the needs of our current and prospective customers.

RECENT DEVELOPMENTS

Transactions with Crescent Operating. In April 1997, we established a new
Delaware corporation, Crescent Operating, Inc., to become a lessee and operator
of various assets to be acquired by us. We were not permitted to operate or
lease these assets under then-existing tax laws applicable to REITs. In
connection with the formation and capitalization of Crescent Operating, and the
subsequent operations and investments of Crescent Operating since 1997, we made
loans to Crescent Operating under a line of credit and various term loans, which
subsequently went into default.

On January 1, 2001, the provisions of a new federal law relating to REITs,
which we refer to as the REIT Modernization Act, became effective. This
legislation allows us, through our subsidiaries, to operate or lease certain of
our investments that had been previously operated or leased by Crescent
Operating.

On February 14, 2002, we entered into an agreement, which we call the
Agreement, with Crescent Operating, pursuant to which Crescent Operating
transferred to some of our subsidiaries, in lieu of foreclosure on the defaulted
loans, Crescent Operating's lessee interests in the eight resort/hotel
properties then leased to subsidiaries of Crescent Operating, Crescent
Operating's voting interests in three of our residential development
corporations and other assets, and we agreed to assist Crescent Operating's
pursuit of, and provide funding to Crescent Operating for, the implementation of
a prepackaged bankruptcy of

Crescent Operating. In connection with the transfer, Crescent Operating's rent
obligations to us were reduced by $23.6 million, and its debt obligations were
reduced by $40.1 million.

We now hold the eight lessee interests and the voting interests in the
three residential development corporations through three newly organized
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entities that are wholly owned taxable REIT subsidiaries. We are including these
assets in our Resort/Hotel Segment and our Residential Development Segment as of
the dates of the transfers of these assets.

Under the Agreement, we agreed to provide approximately $14.0 million to
Crescent Operating in the form of cash and our common shares to fund costs,
claims and expenses relating to the bankruptcy and related transactions, and to
provide for the distribution of our common shares to the Crescent Operating
stockholders. We estimate the value of the common shares that will be issued to
Crescent Operating stockholders will be approximately $5.0 million to $8.0
million. In addition, we have agreed to use commercially reasonable efforts to
assist Crescent Operating in arranging Crescent Operating's repayment of its
$15.0 million obligation to Bank of America, together with any accrued interest.
We have also agreed to form and capitalize a separate entity, which we refer to
as Spinco, to be owned by our shareholders and unitholders of our Operating
Partnership, and to cause the Spinco to commit to acquire Crescent Operating's
entire membership interest in the partnership that owns AmeriCold Logistics, the
tenant of our temperature-controlled logistics properties, for approximately
$15.5 million. Under the Agreement, Crescent Operating has agreed that it will
use the proceeds of the sale of the membership interest to repay Bank of America
in full.

We describe the terms of the Agreement with Crescent Operating and the
transactions contemplated in connection with the Crescent Operating bankruptcy
more fully in the notes to the financial statements incorporated into this
prospectus supplement by reference to our Annual Report on Form 10-K for the
year ended December 31, 2001, as subsequently amended.

April 2002 Notes Offering. On April 15, 2002, our Operating Partnership
completed a private offering of $375.0 million in senior, unsecured notes due
2009. The notes bear interest at an annual rate of 9.25% and were issued at 100%
of issue price. The notes are callable after April 15, 2006. Our Operating
Partnership has agreed to register a similar series of notes with the SEC and to
effect an exchange offer of the registered notes for the privately placed notes
and, in certain cases, to register the notes for resale by their holders. In the
event that the exchange offer is not completed or a resale registration
statement is not declared effective by the SEC on or before October 15, 2002,
the interest rate on the notes will increase until the exchange offer is
completed or the resale registration statement is declared effective by the SEC.

The net proceeds from the offering of notes were approximately $366.5
million. Approximately $309.5 million of the proceeds were used to pay down
amounts outstanding under our $400.0 million revolving line of credit and the
remaining proceeds were used to pay down short-term indebtedness and redeem
approximately $52.0 million of preferred units issued by Crescent Real Estate
Funding IX, L.P., one of our Operating Partnership's subsidiaries, to GMAC
Commercial Mortgage Corporation. Borrowings under the revolving line of credit
are expected to be used to repay or repurchase from time to time the remaining
notes outstanding of our 7.0% unsecured notes due in September, approximately
$52.4 million of the original $150.0 million issued having been repurchased to
date. In addition, borrowings under our line of credit are also expected to be
used to repay a $63.5 million, 7.47% mortgage loan due in December. As of April
30, 2002, we had outstanding borrowings of $78.0 million under our revolving
line of credit, which bear interest at LIBOR plus 187.5 basis points (3.79% as
of April 30, 2002).

April 2002 Series A Preferred Offering. On April 26, 2002, we completed a
direct placement of an additional 2,800,000 of our 6 3/4% Series A Convertible
Cumulative Preferred Shares, which we refer to as our Series A preferred shares,
which rank on parity with the Series B preferred shares offered hereby with
respect to the payment of distributions and amounts upon liquidation,
dissolution or winding up. The net proceeds from the offering of Series A
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preferred shares were approximately $49.1 million. We contributed the net
proceeds to our Operating Partnership in exchange for a preferred interest in
our Operating Partnership. The terms of the preferred interest in our Operating
Partnership were substantially equivalent to the terms of the Series A preferred
shares. Our Operating Partnership used the amounts received from
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us to redeem a portion of the preferred units issued by its subsidiary, Crescent
Real Estate Funding IX, L.P., to GMAC Commercial Mortgage Corporation.

First Quarter 2002. Total revenues increased $54.0 million, or 30.3%, to
$232.3 million for the quarter ended March 31, 2002, as compared to $178.3
million for the quarter ended March 31, 2001. The components of the increase
are:

- an increase in revenue from our resort/hotel properties of $22.6 million
due to the consolidation, beginning February 14, 2002, of the operations
of eight of our resort/hotel properties, as a result of the transaction
with Crescent Operating described above (previously, we recognized a
lease payment); and

— the inclusion of revenue from our residential developments of $48.1
million due to the consolidation of three residential development
corporations beginning February 14, 2002, as a result of the transaction
with Crescent Operating (previously, we recorded our share of earnings
under the equity method) .

The increase was partially offset by:

— a decrease in revenue from our office properties of $9.9 million
primarily due to the dispositions of five office properties in 2001 and
the contribution of two office properties to a joint venture in 2001; and

- a decrease in interest and other income of $6.8 million primarily due to
a decrease in notes receivable and interest earned on cash balances.

Total expense increased $62.5 million, or 40.5%, to $216.7 million for the
three months ended March 31, 2002, as compared to $154.2 million for the three
months ended March 31, 2001. The primary components of this increase are:

- an increase in expense from our resort/hotel properties of $24.0 million
due to the consolidation of eight of the resort/hotel properties,
beginning February 14, 2002, as a result of the transaction with Crescent
Operating; and

— an increase in expense from our residential developments of $42.2 million
due to the consolidation of three residential development corporations
beginning February 14, 2002, as a result of the transaction with Crescent
Operating

The increase was partially offset by:

- a decrease in interest expense of $5.1 million due to a decrease in
weighted average interest rate.

Other income and expense decreased $7.2 million, or 43.4%, to $9.4 million
for the three months ended March 31, 2002, as compared to $16.6 million for the

three months ended March 31, 2001, primarily as a result of:

- a decrease in equity in net income of unconsolidated companies of $6.9
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- a decrease in gain on property sales of $0.3 million.

Net income decreased $15.9 million, or 51.0%, to $15.3 million for the
three months ended March 31, 2002, as compared to $31.2 million for the three
months ended March 31, 2001, primarily as a result of:

- the changes in total revenue, total expense and other income and expense
described above; and

- a loss of $9.2 million resulting from a cumulative effect of a change in
accounting principle for the three months ended March 31, 2002, resulting
in a charge that is attributable to an impairment (net of minority
interests) of the goodwill of our Temperature-Controlled Logistics
Segment.

The decrease was partially offset by:

— an income tax benefit of $4.3 million, which includes a current tax
expense of $2.4 million, offset by a tax benefit of $6.7 million that
resulted from the temporary difference between the financial reporting
basis and the respective tax basis of the hotel leases received as part
of the transaction with Crescent Operating; and

— an increase in income from discontinued operations from assets sold and
held for sale of $3.0 million, primarily due to the gain on a sale of one
office property; partially offset by an impairment charge of $0.6 million
related to a behavioral healthcare property.

For the three months ended March 31, 2002, our funds from operations, or
FFO, was $64.1 million compared to $72.3 million for the same period in 2001.
The decrease in our FFO was primarily a result of the disposition of five office
properties during 2001 and the contribution to joint ventures of two of our
office properties in 2001, and a decline in office property same-store net
operating income for the three months ended March 31, 2002, compared to the same
period in 2001. For a description of FFO, see note (2) to "-- Selected
Historical and Pro Forma Financial and Operating Information."

THE OFFERING

ISSUER. ¢ttt ittt ettt eiiiiaaeeen Crescent Real Estate Equities Company.
SECURITIES OFFERED.......u.o... 3,000,000 9.50% Series B Cumulative Redeemable

Preferred Shares (3,450,000 if the
underwriter's over-allotment option is
exercised in full).

DISTRIBUTIONS. .. vvvveeeeeenennn Distributions on the offered shares are
cumulative from the date of their original
issue and are payable quarterly in arrears on
or about the fifteenth day of February, May,
August and November of each year, when and as
declared, beginning on August 15, 2002. We will
pay cumulative distributions on the Series B
preferred shares at the fixed rate of $2.375
per share each year, which is equivalent to
9.50% of the $25.00 liquidation preference. The
first distribution we pay on August 15, 2002
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LIQUIDATION PREFERENCE........

OPTIONAL REDEMPTION...........

RANKING

VOTING RIGHTS.......coii.n

LISTING

will be for less than a full quarter.
Distributions on the Series B preferred shares
will continue to accumulate even if any of our
agreements prohibit the current payment of
distributions, we do not have earnings or funds
legally available to pay the distributions or
we do not declare the payment of distributions.

$25.00 per Series B preferred share, plus an
amount equal to accumulated, accrued and unpaid
distributions, whether or not declared.

The Series B preferred shares are not
redeemable prior to May 17, 2007, except in
limited circumstances relating to the
preservation of our qualification as a REIT. On
and after May 17, 2007, the Series B preferred
shares will be redeemable at our option for
cash, in whole or from time to time in part, at
a price per share equal to the liquidation
preference, plus accumulated, accrued and
unpaid distributions, if any, to the redemption
date.

The Series B preferred shares will rank senior
to our common shares and on a parity with our
outstanding Series A preferred shares ($25.00
liguidation preference) and any other parity
securities that we may issue in the future, in
each case with
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respect to the payment of distributions and
amounts upon liquidation, dissolution or
winding up.

Holders of the Series B preferred shares will
generally have no voting rights. However, if
distributions on any outstanding Series B
preferred shares have not been paid for six or
more quarterly periods (whether or not
consecutive), holders of the Series B preferred
shares and the holders of all other shares of
any class or series ranking on a parity with
the Series B preferred shares which are
entitled to similar voting rights, voting as a
single class, will be entitled to elect two
additional trust managers to our Board of Trust
Managers to serve until all unpaid
distributions have been paid or declared and
set apart for payment. In addition, certain
material and adverse changes to the terms of
the Series B preferred shares cannot be made
without the affirmative vote of holders of at
least 66 2/3% of the outstanding Series B
preferred shares, voting separately as a class.

We have made an application to list the Series

B preferred shares on the NYSE under the symbol
"CEIPrB." We expect that trading on the NYSE
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will commence within 30 days after the initial
delivery of the Series B preferred shares.

FORM. « ittt et e ettt e eeeeeeen The Series B preferred shares will be issued
and maintained in book-entry form registered in
the name of the nominee of The Depositary Trust
Company except under limited circumstances.

USE OF PROCEEDS......couvvvene... We intend to contribute the net proceeds from
this offering to our Operating Partnership in
exchange for a preferred interest in our
Operating Partnership. The terms of the
preferred interest in our Operating Partnership
will be substantially equivalent to the terms
of the Series B preferred shares. Our Operating
Partnership intends to use the amounts received
from us to redeem preferred units issued by its
subsidiary, Crescent Real Estate Funding IX,
L.P., to GMAC Commercial Mortgage Corporation.

RISK FACTORS . . vt v v i it ieeeennn See "Risk Factors" beginning on Page S-12 of
this prospectus supplement and on Page 3 of the
accompanying prospectus and other information
contained herein for a discussion of factors
you should carefully consider before deciding
to invest in our Series B preferred shares.

For additional information regarding the terms of the Series B preferred
shares, see "Description of Series B Preferred Shares" beginning on Page S-23 of
this prospectus supplement.

SELECTED HISTORICAL AND PRO FORMA FINANCIAL AND OPERATING INFORMATION

The following table includes our selected financial and operating
information on a consolidated historical basis as well as financial and
operating information on a pro forma basis to give effect to the transactions
described in the introduction to "Pro