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Common Stock

Highwoods Properties, Inc. (the "Company") is d-administered and self-managed equity real estatesstment trust ("REIT") that began
operations through a predecessor in 1978. The Cayripane of the largest owners and operatorsfafeofnd industrial properties in the
Southeast. As of March 31, 1998, the Company ovia3&dproperties (the "Properties") encompassingeqmately 33.9 million rentable
square feet located in 19 markets in North Carolilarida, Tennessee, Georgia, Virginia, South @@pMaryland and Alabama. The
Properties consist of 382 office properties and ibhd8strial (including 80 service center) propestgad are leased to approximately 3,400
tenants. As of March 31, 1998, the Properties W8Pé leased.

All of the shares of common stock, par value $.8d.ghare, of the Company (the "Common Stock") effdrereby (the "Offering") are being
sold by the Company. The Common Stock is listetherNew York Stock Exchange (the "NYSE") undersimbol "HIW." On April 23,
1998, the last reported sale price of the CommonkStn the NYSE was $33 7/8.

See "Risk Factors" beginning on page 3 in the apamying Prospectus for certain factors relevamtntinvestment in the Common Stock.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPRED BY THE SECURITIES AND EXCHANGE COMMISSION
OR ANY STATE SECURITIES COMMISSION NOR HAS THE SE®UIIES AND EXCHANGE COMMISSION OR ANY STATE
SECURITIES COMMISSION PASSED UPON THE ACCURACY OPEQUACY OF THIS PROSPECTUS SUPPLEMENT OR THE
PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY ISCRIMINAL OFFENSE.

The Underwriter has agreed to purchase the sha@smmon Stock from the Company at a price of $3@80per share, resulting in
aggregate proceeds to the Company of $34,678,54vebgayment of expenses by the Company estimatbd $50,000, subject to the terms
and conditions set forth in the Underwriting Agresm The Underwriter intends to deposit the sharalsied at the last reported sales price,
with the trustee of the Equity Investor Fund CoBeBteers Realty Majors Portfolio (A Unit Investménust) (the "Trust") in exchange for
units in the Trust. The units of the Trust will &d to investors at a price based upon the net aatue of the securities in the Trust. For
purposes of this calculation, the value of the ehas of the evaluation time for units of the Tars@April 23, 1998 was $33 7/8 per share.

The shares of Common Stock are offered by the Wwriter, subject to prior sale, when, as and ifwekd to and accepted by the
Underwriter, subject to approval of certain legalttars by counsel for the Underwriter. The Undeevnieserves the right to withdraw, car
or modify such offer and to reject orders in whoten part. It is expected that delivery of the rasaof Common Stock will be made in New
York, New York, on or about April 29, 1998.

Merrill Lynch & Co.

The date of this Prospectus Supplement is April 23, 1998.



CERTAIN PERSONS PARTICIPATING IN THIS OFFERING MAENGAGE IN TRANSACTIONS THAT STABILIZE, MAINTAIN OR
OTHERWISE AFFECT THE PRICE OF THE COMMON STOCK. SHTRANSACTIONS MAY INCLUDE THE PURCHASE OF THE
COMMON STOCK TO STABILIZE ITS MARKET PRICE. FOR ABSCRIPTION OF THESE ACTIVITIES, SEE "UNDERWRITING."
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Unless the context otherwise requires, the terjiCempany" shall mean Highwoods Properties, Ipeedecessors of Highwoods Properties,
Inc., and those entities owned or controlled byhigods Properties, Inc., including Highwoods/Fdrdyitmited Partnership (the "Operating
Partnership") and (ii) "Properties" shall mean 3B office and 148 industrial (including 80 servamnter) properties owned by the Company
as of March 31, 1998. All information regarding t@perties excludes the 11 properties acquirex Bfarch 31, 1998.

Certain matters discussed in this Prospectus Songpie the attached Prospectus and the informatiworporated by reference herein and
therein, including, without limitation, strategidtiatives, may constitute forward-looking statenseior purposes of the Securities Act of
1933, as amended (the "Securities Act"), and tloei®ees Exchange Act of 1934, as amended (theHBrge Act"), and as such may involve
known and unknown risks, uncertainties and othetiofa that may cause the actual results, perforsmanachievements of the Company and
the Operating Partnership to be materially diffefesm future results, performance or achievemertgessed or implied by such forward-
looking statements. Important factors that couldsesthe actual results, performance or achievenoéiiie Company and the Operating
Partnership to differ materially from the Compargrsl the Operating Partnership's expectationsiacéded or incorporated by reference in
this Prospectus Supplement and the attached PitaspéCautionary Statements"), including, withduatitation, those statements made in
conjunction with the forward-looking statementslimed herein. All forward-looking statements atitétble to the Company and the
Operating Partnership are expressly qualified @irténtirety by the Cautionary Statements.

THE COMPANY
General

The Company is a self-administered and self-managedy REIT that began operations through a prestsar in 1978. The Company is one
of the largest owners and operators of office addistrial properties in the Southeast. As of M&8th1998, the Company owned a
diversified portfolio of 530 in-service office amtlustrial properties encompassing approximatel® 8dllion rentable square feet located in
19 markets in North Carolina, Florida, Tennessemr@ia, Virginia, South Carolina, Maryland and Adafe. The Properties consist of 382
office properties and 148 industrial (including 8ffvice center) properties and are leased to appadsly 3,400 tenants. At March 31, 1998,
the Properties were 93% leased. An additional 8pgaties (the "Development Projects"), which wiltempass approximately 3.6 million
rentable square feet, are under development irhN@attolina, Florida, Virginia, Tennessee, Georlylaryland and South Carolina. The
Company estimates the cost of completing the Deweémt Projects to be approximately $353.3 millapproximately $111.3 million of
which had been incurred as of March 31, 1998. Toe@any also owns 718 acres (and has agreed togaereim additional 567 acres) of land
for future development (the "Development Land")eTevelopment Land is zoned and available for effind/or industrial development,
substantially all of which has utility infrastruceualready in place.

The Company conducts substantially all of its atifig through, and substantially all of its projestare held directly or indirectly by, the
Operating Partnership. The Operating Partnerstiprigrolled by the Company, as its sole generahparwhich owns approximately 83% of
the common partnership interests (the "Common Uriitghe Operating Partnership. The remaining Camranits are owned by limited
partners (including certain officers and directoirthe Company). Other than Common Units held lyG@ompany, each Common Unit may
be redeemed by the holder thereof for the castevaflone share of common stock of the Company, gab¥alue (the "Common Stock™), or,
at the Company's option, one share (subject taiceadjustments) of Common Stock. With each suchaxge, the number of Common U
owned by the Company and, therefore, the Compaeytentage interest in the Operating Partnershipinerease.

In addition to owning the Properties, the Developthierojects and the Development Land, the Compaowiges leasing, property
management, real estate development, construatibméscellaneous tenant services for its propeasesell as for third parties. The
Company conducts its third-party fee-based sentlmerigh Highwoods Tennessee Properties, Inc.,@lyvbwned subsidiary of the
Company, and Highwoods Services, Inc., a subsidifitiie Operating Partnership.

The Company was formed in North Carolina in 19%e Tompany's executive offices are located at Efibketree Court, Suite 600,
Raleigh, North Carolina 27604, and its telephoraler is (919) 872-4924. The
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Company also maintains regional offices in Wins8alem, Greensboro and Charlotte, North CarolinehiRbnd, Virginia; Baltimore,
Maryland; Nashville and Memphis, Tennessee; AtlaBiorgia; and Tampa, Boca Raton, Tallahasseeamksdnville, Florida; and South
Florida.

RECENT DEVELOPMENTS
Recent Acquisitions

The Company has acquired ten office propertiesomedindustrial property encompassing approxim&38B,000 rentable square feet for an
aggregate of $69.2 million since March 31, 1998.

SeriesD Preferred Offering

On April 23, 1998, the Company sold 4,000,000 DéppsShares (the "Depositary Shares"), each reptagy 1/10 of a share of the
Company's 8% Series D Cumulative Redeemable Peef&hares, par value $.01 per share (the "SerRef@rred Shares"), for net proceeds
of approximately $96.7 million (the "Series D Pregel Offering”). Dividends on the Series D Prefdr&hares represented by the Depositary
Shares will be cumulative from the date of origiisauance and will be payable quarterly on or abfeeitast day of January, April, July and
October of each year, commencing July 31, 1998eatate of 8% of the liquidation preference paran (equivalent to $2.00 per annum per
Depositary Share). The Series D Preferred ShaethanDepositary Shares representing such Serieef@rred Shares are not redeemable
prior to April 23, 2003. The Series D Preferred i@sare thereafter subject to redemption by thegamy, in whole or in part, at a
redemption price of $250 per share (equivalen2® [$er Depositary Share), plus accrued and unpeidetids, if any, thereon. The
redemption price (other than the portion thereaisisting of accrued and unpaid dividends) is payablely out of the sale proceeds of other
capital stock of the Company, which may includecotteries of preferred stock, and from no othercau

With respect to the payment of dividends and anmsupbn liquidation, the Series D Preferred Shai#ésamk pari passu with the Company's
8 5/8% Series A Cumulative Redeemable PreferredeSHthe "Series A Preferred Shares") and 8% SBriésmulative Redeemable
Preferred Shares (the "Series B Preferred Shamed"any other equity securities of the Companytéh@as of which provide that such equity
securities rank on a parity with the Series D RrefkShares and rank senior to the Common Stoclkaypdther equity securities of the
Company that by their terms rank junior to the &b Preferred Shares. Dividends on the Serieef2Ped Shares will accrue whether or
not the Company has earnings, whether or not treréunds legally available for the payment of sdisidends and whether or not such
dividends are declared. The Series D PreferredeSHave a liquidation preference of $250 per sfeeivalent to $25 per Depositary Sha
plus an amount equal to any accrued and unpaidetids.

April 1998 Debt Offering

On April 20, 1998, the Operating Partnership s@@®million of 7 1/2% notes due April 15, 2018 ({iNptes") in an underwritten public
offering for net proceeds of approximately $197 ifliom (the "April 1998 Debt Offering"). Interestnothe Notes is payable semi-annually on
April 15 and October 15 of each year, commencingper 15, 1998.

April 21,1998 Common Stock Offering

On April 21, 1998, the Company sold 441,176 shaféSommon Stock in an underwritten public offerifige "April 21, 1998 Common Sto
Offering") for net proceeds of approximately $1hilion.
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First Quarter 1998 Results

On April 21, 1998, the Company announced resultshfe quarter ended March 31, 1998. Revenues éoqgtiarter ended March 31, 1998
totaled $102.5 million, a 76% increase over the.$58illion for the same period in 1997. Funds froperations totaled $45.1 million, or
$0.76 per basic share ($0.75 per diluted sharejhéoquarter ended March 31, 1998, compared vath3pmillion, or $0.66 per basic share
($0.65 per diluted share), for the same period#71

The following table sets forth certain summary stdd financial information about the Company:

Three Months Three Months
Ended Ended
March 31, March 31,
1998 1997

(dollars in thousands except pe

r share amounts)

Operating Data:

Total reVENUE ..o e $ 102,488 $ 58,321
Rental property operating expenses (1) ........... .. 29,728 15,342
General and administrative .........ccccceeeeeeee. 3,784 2,080
INterest eXPenSe .....oovvvvvvveieiiiieeneeeees e, 17,778 12,035
Depreciation and amortization .........ccccccece... L. 17,161 9,310
Income before minority interest .........cccccoo... 34,037 19,554
Minority interest .....cccccveeeeeeeieieiieeeeee s (5,608) (3,129)
Income before extraordinary item ................ . L 28,429 16,425
Extraordinary item -- loss on early extinguishment of debt ......... (46) (3,337)
NetinCOmMe ....coovviiiiiiiiiie e e 28,383 13,088
Dividends on preferred shares ........cccceeeeeee. (6,145) (1,407)
Net income available for common stockholders ..... . $ 22,238 $ 11,681
Net income per common share -- Basic (2) ......... . $ 045 $ 0.33
Net income per common share -- Diluted (2) ........ .. $ 045 $ 0.33
Balance Sheet Data

(at end of period):

Real estate, net of accumulated depreciation..... ... $ 2,999,870 $ 1,611,948
Total @SSetS ..vvvveviciiieiieies e 3,134,321 1,680,206
Total mortgages and notes payable ................ L 1,231,099 589,053
Other Data:

L T () P 45,053 27,457
Number of in-service properties ........ccceeeeee. s 530 345
Total rentable square feet .........ccoceeeeeeeee. L 33,930,000 2 1,002,000

(1) Rental property operating expenses includeisalareal estate taxes, insurance, repairs andtemaince, property management, security,
utilities, leasing, development, and constructinpenses.

(2) Net income per share has been calculated tissnmethodology prescribed by FASB Statement N8. 12

(3) Funds From Operations ("FFQO") is defined asimaime, computed in accordance with generally pteckaccounting principles
("GAAP"), excluding gains (losses) from debt restuning and sales of property, plus depreciaticth@mortization and after adjustments for
unconsolidated partnerships and joint ventures.dgament generally considers FFO to be a usefuidiaperformance measurement of an
equity REIT because, together with net income ast ¢lows, FFO provides investors with an additido@sis to evaluate the ability of a
REIT to incur and service debt and to fund acgois& and other capital expendiures. FFO does pogsent net income or cash flows from
operating, investing or financing activities asidedfl by GAAP. It should not be considered as agraditive to net income as an indicator of
the Company's operating performance or to cashsflasva measure of liquidity. FFO does not meashegher cash flow is sufficient to fund
all cash needs including principal amortizatiorpita improvements and distributions to stockhoddé&urther, funds from operations statis
as disclosed by other REITs may not be comparaliieet Company's calculation of FFO.
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CAPITALIZATION

The following table sets forth the capitalizatidittee Company as of December 31, 1997 and on éopma basis assuming that each of the
following occurred as of December 31, 1997: (i) ifmiance and sale of the 1,080,443 shares of Contozk offered hereby and the
application of the net proceeds therefrom as desdrunder "Use of Proceeds," (ii) the April 21, 8¥ommon Stock Offering, (iii) the Seri
D Preferred Offering, (iv) the April 1998 Debt Ofiieg, (v) the sale of 428,572 shares of CommonlStocMarch 30, 1998 for net proceeds
of approximately $14.2 million (the "March 1998 é&fing"), (vi) the sale of an aggregate of 1,553,60dres of Common Stock on February
12, 1998 for net proceeds of approximately $51.IHani(the "February 1998 Common Stock Offering4Vji) the sale by the Operating
Partnership on February 2, 1998 of $125 millio® &35% MandatOry Par Put Remarketed SecuritiesSMOPPRSSM") due February 1,
2013 and $100 million of 7 1/8% notes due Febrdar3008 (the "February 1998 Debt Offering"), (vilie sale of 2,000,000 shares of
Common Stock on January 27, 1998 for net procekdpproximately $68.2 million (the "January 1998e&diing") and (ix) the acquisition of
the Garcia portfolio (the "Garcia Transaction") eTdapitalization table should be read in conjumctigth "Management's Discussion and
Analysis of Financial Condition and Results of Gems" incorporated by reference herein and thmg@amy's financial statements and notes
thereto incorporated by reference herein.

December 31, 1997

(in thousands)

Debt:
ReVOIVING LOANS ...ccovveiiiiieiiiiieceees e $ 314,500 $ -
Mortgage NoteS .....cooeevvvvvvviiiiiiiiieeee s 354,058 378 ,058
6 3/4% Notes due 2003 ......cccccovvvvvccnccee s 100,000 100 ,000
7% Notes due 2006 .......ccceevvevvvvcicrieeee s 110,000 110 ,000
Exercisable Put Option Notes due 2011 (1) ....... e 100,000 100 ,000
7 1/8% Notes due 2008 .......ccccvvcvvcenccne e - 100 ,000
6.835% MOPPRSSM due 2013 ......ccccccevivvieeee e - 125 ,000
7 1/2% Notes due 2018 ..........ccceevvceeveees - 200 ,000
Total debt ..oovvviiiiiiiiie 978,558 1,113 ,058
Minority interest in the Operating Partnership .... s 287,186 287 ,186
Stockholders' equity:
Preferred Stock, $.01 par value; 10,000,000 share s authorized (2)

8 5/8% Series A Cumulative Redeemable Preferred

Shares (liquidation

preference $1,000 per share), 125,000 shares is sued and outstanding... 125,000 125 ,000
8% Series B Cumulative Redeemable Preferred Shar es (liquidation

preference $25 per share), 6,900,000 shares iss ued and outstanding.... 172,500 172 ,500
8% Series D Cumulative Redeemable Preferred Shar es (liquidation

preference $250 per share), 0 shares and 400,00 0 shares, respectively,

issued and outstanding .......ccccceeeeveeeees e -- 100 ,000
Common Stock, $.01 par value; 100,000,000 shares authorized, 46,838,600

shares and 52,342,395 shares, respectively, issu ed and outstanding (3) 468 523
Additional paid-in capital ...........ccccceeeee. e 1,132,100 1,311 ,209
Accumulated defiCit .....ooovvciiveiiiis s (28,627) (28 ,627)
Total stockholders' equity .....ccccceeeeeeeeee e 1,401,441 1,680 ,605
Total capitalization .......cccccceevveeveeces e $2,667,185 $3,080 ,849

(1) On June 24, 1997, a trust formed by the Opwga®iartnership sold $100 million of Exercisable ®ption Securities ("XPOSSM"), whict
represent fractional undivided beneficial interestéhe trust. The assets of the trust consisamipng other things, $100 million of Exercise
Put Option Notes (the "Put Option Notes"). The XS8DM bear an interest rate of 7.19% and mature oa 18, 2004, representing an
effective borrowing cost of 7.09%, net of a relaped option and certain interest rate protectioreament costs. Under certain circumstances,
the Put Option Notes could also become subjecatiy enaturity on June 15, 2004.

(2) The Company's Amended and Restated Articlésaafrporation have classified and designated 10@@shares of Series C Junior
Participating Preferred Stock, none of which igrently issued or outstanding, in connection with @ompany's Shareholders' Rights Plan.
See "Description of Common Stock -- Certain PrayisiAffecting Change in Control" in the accompagyfrospectus.

(3) Excludes (a) 10,449,197 (historical) and 10,499 (pro forma) shares of Common Stock that maigsieed upon redemption of Common
Units (which are redeemable by the holder for aaslat the Company's option, shares of Common Stack one-for-one basis) issued in
connection with the formation of the Company anldlssguent property acquisitions, (b) 2,500,000 shef€ommon Stock reserved for
issuance upon exercise of options granted puréodhe Amended and Restated 1994 Stock Option Rtad, 729,290 shares of Common
Stock that may be issued upon the exercise ofandsig warrants granted to certain officers in @mion with certain property acquisitions,
(d) 354,000 shares of Common Stock that may bedsapon redemption of Common Units that may beedsa connection with certain
property acquisitions and (e) 40,542 shares of Com8tock that may be issued pursuant to earn-owigions in an acquisition agreement.
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USE OF PROCEEDS

The net cash proceeds to the Company from theoséihe shares of Common Stock offered in the Offpare expected to be approximately
$34.6 million. The Company intends to use the met@eds of the Offering to pay down indebtednes®ntly outstanding on its $430 milli
aggregate amount of revolving lines of credit (lRevolving Loans"). Interest accrues on borrowingser a $280 million Revolving Loan at
an average interest rate of LIBOR plus 100 basistp@and under a $150 million Revolving Loan akaerrage interest rate of LIBOR plus 90
basis points. As of April 23, 1998, approximateld® million of indebtedness was outstanding orRbeolving Loans, which bore interest at
a weighted average interest rate of 6.64%.

SELECTED FINANCIAL DATA

The following table sets forth selected financiadl @perating data for the Company on a historindlapro forma basis. The pro forma
operating data for the year ended December 31, h88been derived by the application of pro forgjastments to the Company's audited
consolidated financial statements incorporatedihdrg reference and assumes that the followingstations all occurred as of January 1,
1997: (i) the acquisition of Century Center Offfeark and an affiliated property portfolio, (ii) theerger with Anderson Properties, Inc. and
its affiliates, (iii) the issuance of 125,000 Ssrie Preferred Shares, (iv) the issuance of the X68#, (v) the issuance of 1,800,000 shares of
Common Stock in August 1997, (vi) the merger witts@ciated Capital Properties, Inc., (vii) the ismgaof 8,500,000 shares of Common
Stock in October 1997, (viii) the issuance of 6,900 Series B Preferred Shares, (ix) the Seleabedtr Quarter 1997 Transactions (as
defined herein), (x) the Garcia Transaction, (8§ §anuary 1998 Offering,

(xii) the February 1998 Debt Offering, (xiii) theBruary 1998 Common Stock Offerings, (xiv) the Mat®98 Offering, (xv) the April 1998
Debt Offering,

(xvi) the Series D Preferred Offering, (xvii) thepl 21, 1998 Common Stock Offering and (xviii) sHDffering. The pro forma balance sheet
as of December 31, 1997 assumes that the Garasdcton, the January 1998 Offering, the Febru8881Debt Offering, the February 1998
Common Stock Offerings, the March 1998 Offering April 1998 Debt Offering, the Series D Prefer@ffering, the April 21, 1998
Common Stock Offering and this Offering all occaraes of December 31, 1997. The pro forma finannfakmation is unaudited and is not
necessarily indicative of what the financial pasitiand results of operations of the Company woaldttbeen as of and for the periods
indicated, nor does it purport to represent thartufinancial position and results of operationsfidure periods.

"Selected Fourth Quarter 1997 Transactions" inctheédollowing property acquisitions: (i) Winnersr€e in Nashville, TN; (ii) the Shelton
portfolio in the Piedmont Triad; (iii) NationsBatiaza in Greenville, SC; (iv) Exchange Plaza iraAth, GA; (v) Cypress West in Tampa,
FL; (vi) Marnier Square in Tampa, FL; (vii) Zurn Tampa, FL; and (viii) Avion in Ft. Lauderdale, Fand

(ix) the Riparius portfolio in the Baltimore, MDea.

The following information should be read in conjtion with "Management's Discussion and Analysifiofancial Condition and Results of
Operations" incorporated by reference herein aadCthmpany's financial statements and notes tharedoporated by reference herein.
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Operating Data:

Pro forma

Year Ended

Year Ended  Year
December 31, Decem

December 31, 1997 1997 1

(dollars in thousands except per s

Ended Year Ended
ber 31, December 31,
996 1995

hare amounts)

Total reVeNUE .....ccevevereeieeiee e $ 363,078 $ 274470 $ 1 37,926 $ 73,522
Rental property operating expenses (1) ........... 113,801 76,743 35,313 17,049
General and administrative ...................... 10,216 10,216 5,666 2,737
Interest exXpense ........ccccceveevveivnenneen. 66,260 47,394 26,610 13,720
Depreciation and amortization .................... 60,636 47,533 22,095 11,082
Income before minority interest 112,165 92,584 48,242 28,934
Minority interest .........cccoecveeviveeennnen. (18,646) (15,106) (6,782) (4,937)
Income before extraordinary item ................. 93,519 77,478 41,460 23,997
Extraordinary item -- loss on early

extinguishment of debt ...........ccccevieens (5,799) (5,799) (2,140) (875)
NEetiNCOME ...ovvvvvveieieee e 87,720 71,679 39,320 23,122
Dividends on preferred shares .................... (32,581) (13,117) - -

Net income available for common stockholders ..... $ 55,139 $ 58562 $ 39,320 $ 23,122
Net income per common share -- Basic (2) ......... $ 128 $ 151 $ 151 $ 149
Net income per common share -- Diluted (2) ....... $ 127 $ 150 $ 150 $ 148
Balance Sheet Data

(at end of period):

Real estate, net of accumulated depreciation ..... $ 2,725,654 $2,614,654 $1,3 77,874 $ 593,066
Total aSSEtS ..ocvvvveeeeeiieiieeeeriie e 3,135,970 2,722,306 1,4 43,440 621,134
Total mortgages and notes payable ................ 1,113,058 978,558 5 55,876 182,736
Other Data:

FFO(3) voeovvieieeeiieetie e 140,220 127,000 70,620 40,016
Number of in-service properties ................. 530 481 292 191
Total rentable square feet ............ccceeenees 33,931,000 30,721,000 17,4 55,000 9,215,000

(1) Rental property operating expenses includeisalareal estate taxes, insurance, repairs andt@maince, property management, security,
utilities, leasing, development and constructiopemses.

(2) Net income per share has been calculated tisenmmethodology prescribed by FASB Statement N8. 12

(3) Funds From Operations ("FFQO") is defined asimaime, computed in accordance with generally pteckaccounting principles
("GAAP"), excluding gains (losses) from debt restining and sales of property, plus depreciatiocth@mortization and after adjustments for
unconsolidated partnerships and joint ventures.dgament generally considers FFO to be a usefuidinhperformance measurement of an
equity REIT because, together with net income ash dlows, FFO provides investors with an additidrzsis to evaluate the ability of a
REIT to incur and service debt and to fund acgois& and other capital expenditures. FFO doesaptsent net income or cash flows from
operating, investing or financing activities asidedl by GAAP. It should not be considered as agr@ditive to net income as an indicator of
the Company's operating performance or to cashsflasva measure of liquidity. FFO does not meashegher cash flow is sufficient to fund
all cash needs including principal amortizatiorpita improvements and distributions to stockhoddé&urther, funds from operations statis
as disclosed by other REITs may not be comparaliieet Company's calculation of FFO.
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CERTAIN FEDERAL INCOME TAX CONSIDERATIONS

A summary of the federal income tax consideratietating to the Company's REIT status and to ther@mg Partnership is set forth in the
accompanying Prospectus. The following summary lempents the discussion of the federal income tasicierations set forth in the
accompanying Prospectus. It is based on currentisafer general purposes only, and is not tax @glvi

EACH INVESTOR OF THE COMMON STOCK IS ADVISED TO CGULT HIS OR HER OWN TAX ADVISOR REGARDING THE
TAX CONSEQUENCES TO HIM OR HER OF THE PURCHASE, OWRSHIP AND SALE OF THE COMMON STOCK, INCLUDING
THE FEDERAL, STATE, LOCAL, FOREIGN AND OTHER TAX CRSEQUENCES OF SUCH PURCHASE, OWNERSHIP AND SALE
OF THE COMMON STOCK AND OF POTENTIAL CHANGES IN ARRCABLE TAX LAWS.

Termination Paymentsif J.C. Nichols Transaction Failsto Occur

On December 22, 1997, the Company entered intorganagreement (the "Merger Agreement") with J.@€hNIs Company ("J.C. Nichols")
pursuant to which J.C. Nichols, under certain citstances, may be required to pay the Company anation fee and expenses of up to an
aggregate of $17.2 million if J.C. Nichols entem®ian acquisition proposal other than the Merggne@ment. All or a portion of the
termination fee and expense reimbursement recéiyedde Company pursuant to the Merger Agreement lmeayon-qualifying income under
the 95% and 75% gross income tests and could asyafect the Company's ability to satisfy the Riualification tests in the event that
the total amount of non-qualifying income receiltthe Company exceeds the permissible thresh8kbs'Federal Income Tax
Considerations -- Requirements for Qualificatioineome Tests" in the accompanying Prospectus. mant believes that based on the
Company's estimated gross income for the yeanihiagnd December 31, 1998, the receipt of thesewnts would not result in a violation
either the 95% or the 75% gross income test.

Proposed L egislation

Under current law, the Company cannot own more fl@ of the outstanding voting securities (othentthose securities includible in the
75% asset test) of any one issuer and qualifyafeation as a REIT. See "Federal Income Tax Cordideis --Requirements for Qualificatic
-- Asset Tests." For example, the Operating Pastiprowns 100% of the nonvoting stock and 1% ofvitting stock of Highwoods Services,
Inc., ("Highwoods Services") and, by virtue ofdsnership of Common Units, the Company is considléseown its pro rata share of such
stock. Neither the Company nor the Operating Peshig, however, own more than 1% of the voting séies of Highwoods Services and
10% test is satisfied.

The Company conducts certain of its third-partyllesed services (i.e., leasing, property managemeaitestate development, construction
and other miscellaneous services) through Highw&misices. The President's Budget Proposal foaFiear 1999 (the "Budget Proposal”)
includes a provision to restrict these types oivas conducted by REITs under current law byangting the ownership limitation from no
more than 10% of the voting securities of an isso& more than 10% of the vote or value of abksks of the issuer's stock. The Company,
therefore, could not own stock (either directlyiradirectly through the Operating Partnership) pessg more than 10% of the vote or value
of all classes of any issuer's stock.

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

Subject to the terms and conditions containedérténms agreement and the related underwritingeaggat (together, the "Underwriting
Agreement"), the Company has agreed to sell toiNeynch, Pierce, Fenner & Smith Incorporated (thinderwriter”), and the Underwriter
has agreed to purchase from the Company, 1,08@Ha&s of Common Stock. The Underwriting Agreenpeaides that the obligations of
the Underwriter are subject to certain conditiorecpdent, and that the Underwriter will be obligat® purchase all of such shares if any are
purchased.

The Underwriter intends to deposit the shares ah@on Stock offered hereby with the Trust, a registeunit investment trust under the
Investment Company Act of 1940, as amended, foclvtiie Underwriter acts as sponsor and deposit@xéhange for units of the Trust. -
Underwriter is an affiliate of the Trust.

In connection with the Offering, the rules of thec8rities and Exchange Commission permit the Undemto engage in certain transactions
that stabilize the price of the Common Stock. Swahsactions may consist of bids or purchaseshfoptrpose of pegging, fixing or
maintaining the price of the Common Stock. If thedgrwriter creates a short position in the CommimelSin connection with the Offering
(i.e., if it sells more shares of Common Stock themset forth on the cover page of this Prospestyplement), the Underwriter may reduce
that short position by purchasing Common Stock@édpen market.

In general, purchases of a security for the purpbstabilization or to reduce a syndicate shosifian could cause the price of the security to
be higher than it might otherwise be in the abseficeich purchases.

Neither the Company nor the Underwriter makes apyasentation or prediction as to the directiomagnitude of any effect that tl
transactions described above may have on the gfittee Common Stock. In addition, neither the Conypaor the Underwriter makes any
representation that the Underwriter will engageunh transactions or that such transactions, amwenenced, will not be discontinued
without notice.

The Common Stock is listed on the NYSE under tmetxyl "HIW." The Company has applied for listingtbé shares of Common Stock
offered hereby on the NYSE.

Pursuant to the Underwriting Agreement, the Compang/the Operating Partnership have agreed to indgithe Underwriter against cert:
liabilities, including liabilities under the Sectigis Act, or to contribute to payments the Undetevrimay be required to make in respect
thereof.

The Underwriter from time to time provides investinbanking and financial advisory services to tlmen@any and the Operating Partners
The Underwriter has also acted as representativarasus underwriters in connection with offerirmigshe Company's equity securities and
the Operating Partnership's debt securities fro8d 1Brough 1998.

LEGAL MATTERS

Certain legal matters will be passed upon for thenGany by Alston & Bird LLP, Raleigh, North CardinCertain legal matters related to the
Offering will be passed upon for the Underwriterdaydrews & Kurth L.L.P., Washington, D.C.
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No dealer, salesperson or other individual has be#morized to give any information or make anyespntations not contained
incorporated by reference in this Prospectus Sapgite and the accompanying Prospectus in connegitbrthe offer made by this
Prospectus Supplement and the accompanying Praspéagiven or made, such information or represgonh must not be relied upon as
having been authorized by the Company or the UndiemwThis Prospectus Supplement and the acconipgudrospectus do not constitute
an offer to sell, or a solicitation of an offerliay, the shares in any jurisdiction where, or tp paerson to whom, it is unlawful to make such
offer or solicitation. Neither the delivery of tHiospectus Supplement and the accompanying Ptaspear any sale made hereunder shall,
under any circumstances, create an implicationttieae has not been any change in the facts ghtifothis Prospectus Supplement and the
accompanying Prospectus or in the affairs of then@amy since the date hereof.
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