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APPROXIMATE DATE OF COMMENCEMENT OF PROPOSED SALE TO THE PUBLIC: From timeto
time after the effective date of this registratstatement.

If the only securities being registered on thisrfare being offered pursuant to dividend or intereisvestment plans, please check the
following box. [ ]

If any of the securities being registered on thisf are to be offered on a delayed or continuogshaursuant to Rule 415 under the
Securities Act of 1933, other than securities @ffeonly in connection with dividend or interesinrastment plans, check the following box.
[X]

If this Form is filed to register additional sedig@$ for an offering pursuant to Rule 462(b) unither Securities Act, please check the following
box and list the Securities Act registration staaatmumber of the earlier effective registratiatesent for the same offering. [ ]

If this Form is a post-effective amendment filedquant to Rule 462(c) under the Securities Actckhie following box and list the
Securities Act registration statement number ofedier effective registration statement for theng offering. [ ]

If delivery of the prospectus is expected to be enguksuant to Rule 434, please check the followimg [ ]

CALCULATION OF REGISTRATION FEE

TITLE OF EACH CLASS OF AMOUNT TO BE PROPOSED MAXIMUM PROPOSED MAXIMUM AMOUNT OF
SECURITIES TO BE REGISTERED REGISTERED  OFFE RING PRICE PER UNIT(1) AGGREGATE OFFERING PRICE REGISTRATION FEE
COMMON STOCK 1,176,559 SHARES $34.75 $40,885,425 $12,390



(1) Computed pursuant to Rule 457(c) under the ISes1Act of 1933, as amended, solely for the psgof calculating the registration fee
on the basis of the average high and low pricek@Registrant's Common Stock reported on the Nevk $tock Exchange on March 25,
1997.

The Registrant hereby amends this Registratiore®tt on such date or dates as may be necessiglayoits effective date until the
Registrant shall file a further amendment whichc#fpmlly states that this Registration Statemédnalisthereafter become effective in
accordance with Section 8(a) of the Securitiesdhd933 or until the Registration Statement shatidme effective on such date as the
Commission, acting pursuant to said Section 8(a)y, determine.



Subject to Completion dated March 28, 1997
PROSPECTUS
1,176,559 SHARES

HIGHWOODS PROPERTIES, INC.
COMMON STOCK
(par value $.01 per share)

This Prospectus relates to (i) the possible issubgdHighwoods Properties, Inc. (the "Company"yipfio 537,138 shares (the "Redemption
Shares") of common stock, par value $.01 per sttaee'Common Stock"), if, and to the extent thatiders of up to 537,138 units (the
"Transaction Units") of partnership interest ("W)tin the Highwoods/Forsyth Limited Partnershipe(t Operating Partnership"), of which
the Company is the sole general partner, exeroaeright to redeem such Units and the Compangt&ie satisfy such redemption right
through the issuance of Common Stock; (ii) theradied sale from time to time of up to 489,421 skafeCommon Stock (the "Restricted
Shares") by the holders thereof; (iii) the possisfiance by the Company of up to 150,000 shar€®wimon Stock (the "Warrant Shares")
issuable upon exercise of up to 150,000 warrahts"{tvarrants™); and (iv) the offer and sale fromdito time of any Redemption Shares or
Warrant Shares that may be issued to persons whidenaffiliates of the Company (such persons, togrewvith the holders of the Restricted
Shares, the "Selling Shareholders"). The Transaddioits, Restricted Shares and Warrants were issueshnection with the Eakin & Smith
Transaction (as discussed below). The Companyduastered the Redemption Shares, the Restricted$Shad the Warrant Shares
(collectively, the "Registered Shares") to periné holders thereof to sell such shares withouticgisin in the open market or otherwise, but
the registration of the Registered Shares doeseu®ssarily mean that any Redemption Shares wiidueed by the Company or that any
Registered Shares will be sold by the Selling Stalckers.

The Common Stock is listed on the New York Stocklange (the "NYSE") under the symbol "HIW." To insthat the Company retains its
status as a real estate investment trust ("REbMhership by any person is limited to 9.8% of tiéstanding shares of Common Stock, with
certain exceptions.

SEE "RISK FACTORS' FOR CERTAIN FACTORSRELEVANT TO AN INVESTMENT IN THE
COMMON STOCK.

The Company will receive no proceeds from the eibmy of the shares in this offering; however, @@nmpany has agreed to bear certain
expenses of registration of the Common Stock utideFederal and state securities laws. The Compéhgcquire additional Units in the
Operating Partnership in exchange for the issuaheay Redemption Shares to holders of Units pursteathis Prospectus.

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. ANY REPRESENTATION
TO THE CONTRARY IS A CRIMINAL OFFENSE.

The Selling Shareholders from time to time may oéfied sell the Registered Shares held by themtfjirecthrough agents or broker-dealers
on terms to be determined at the time of sale h€ektent required, the names of any agent or briéaler and applicable commissions or
discounts and any other required information withpect to any particular offer will be set forthaimy accompanying Prospectus Supplement.
See "Plan of Distribution.” The Selling Sharehotdezserve the right to accept or reject, in whole gart, any proposed purchase of the
Registered Shares to be made directly or throughtag

The Selling Shareholders and any agents or brogaleds that participate with the Selling Sharehalde the distribution of the Registered
Shares may be deemed to be "underwriters" wittemtbaning of the Securities Act of 1933, as amelithed'Securities Act"), and any
commission received by them and any profit on #sale of the Registered Shares may be deemedutadeewriting commissions or
discounts under the Securities Act. See "Registaiights" for a description of certain indemnitioa arrangements between the Company
and the Selling Shareholders.

The date of this Prospectus is April __, 1¢



AVAILABLE INFORMATION

The Company is subject to the information requinetm®f the Securities Exchange Act of 1934, as amérithe "Exchange Act"), and in
accordance therewith files reports, proxy statesant other information with the Securities andiaxge Commission (the "Commission™).
Such reports, proxy statements and other informatiay be inspected and copied, at prescribed raitéise public reference facilities of the
Commission at 450 Fifth Street, N.W., Washingto@, 26049, Room 1024, and at the Commission's New ¥&gional office at Seven
World Trade Center, New York, New York 10048 anthat Commission's Chicago regional office at CiticGenter, 500 W. Madison Street,
Chicago, Illinois 60661. Copies of such material atso be obtained at prescribed rates by writrttpé public reference section of the
Commission at 450 Fifth Street, N.W., Washingto@, 20549. The Common Stock of the Company is listethe NYSE, and such material
can also be inspected and copied at the officéiseolNYSE, 20 Broad Street, New York, New York 10005

The Company has filed with the Commission a regfigtn statement on Form3$(the "Registration Statement") under the Seasifict, witt
respect to the Common Stock registered hereby.drbispectus ("Prospectus"), which constitutes agiahe Registration Statement, does
not contain all of the information set forth in tRegistration Statement and in the exhibits an@dales thereto. For further information with
respect to the Company and such Common Stockereferis hereby made to such Registration Statemembits and schedules. The
Registration Statement may be inspected withoutgehat, or copies obtained upon payment of presdrbes from, the Commission and its
regional offices at the locations listed above. Attements contained herein concerning a providi@my document are not necessarily
complete, and, in each instance, reference is neatlee copy of such document filed as an exhibtheoRegistration Statement or otherwise
filed with the Commission. Each such statementialiied in its entirety by such reference.

INCORPORATION OF CERTAIN DOCUMENTSBY REFERENCE

The following documents filed by the Company witle Commission pursuant to the Exchange Act arejiocated herein by reference and
made a part hereof:

a. The Company's Annual Report on Form 10-K forytsar ended December 31, 1996;

b. The description of the Common Stock of the Camypacluded in the Company's Registration Stateroarfform 8A, dated May 16, 199
and

c. The Company's Current Report on Form 8-K, datediary 9, 1997 (as amended on Form 8-K/A on Fepiyal997 and March 10, 1997).

All documents filed by the Company with the Comnmagpursuant to Sections 13(a) and 13(c) of thehBrge Act and any definitive proxy
statements so filed pursuant to Section 14 of tteh&nge Act and any reports filed pursuant to $actb(d) of the Exchange Act after the
date of this Prospectus and prior to the termimatibthe offering of the Common Stock shall be deéno be incorporated by reference into
this Prospectus and to be a part hereof from tkee afdiling of such documents. Any statement corgd in a document incorporated by
reference herein shall be deemed to be modifieiperseded for the purposes of this Prospectiretextent that a statement contained
herein or in any other subsequently filed docunwdrith is incorporated by reference herein modifiesupersedes such earlier statement.
Any such statements modified or superseded shabhedeemed, except as so modified or supersealednstitute a part of this Prospectus.

The Company will furnish without charge upon writter oral request to each person to whom a coplyi®frospectus is delivered, includi
any beneficial owner, a copy of any or all of tleedments specifically incorporated herein by rafeeg(not including the exhibits to such
documents, unless such exhibits are specificatlgriporated by reference in such documents). Regjshsuld be made to: Investor Relatic
3100 Smoketree Court, Suite 600, Raleigh, Northolte 27604.



PROSPECTUS SUMMARY

THE FOLLOWING SUMMARY IS QUALIFIED IN ITS ENTIRETYBY THE MORE DETAILED DESCRIPTIONS AND THE
FINANCIAL INFORMATION AND STATEMENTS APPEARING ELSEBVHERE IN THIS PROSPECTUS OR INCORPORATED
HEREIN BY REFERENCE. UNLESS THE CONTEXT OTHERWISEQUIRES, THE TERM (I) "COMPANY" OR "HIGHWOODS"
SHALL MEAN HIGHWOODS PROPERTIES, INC., PREDECESSORE HIGHWOODS PROPERTIES, INC. AND THOSE ENTITIES
OWNED OR CONTROLLED BY HIGHWOODS PROPERTIES, ININCLUDING HIGHWOODS/FORSYTH LIMITED PARTNERSHI
(THE "OPERATING PARTNERSHIP") AND (Il) "HIGHWOODS ROPERTIES" SHALL MEAN THE 292 IN-SERVICE PROPERTIES
OWNED BY THE COMPANY AT DECEMBER 31, 1996.

THE COMPANY

The Company is a self-administered and self-managgcestate investment trust ("REIT") that begperations through a predecessor in

1978. At December 31, 1996, the Company owned t@gtiorof 292 inservice office and industrial properties (the "Rmtigs") encompassil
approximately 17.5 million square feet. At Decem®&r 1996, the Properties consisted of 181 subuokfare properties and 111 industrial
properties (including 74 service centers), locatets markets in North Carolina, Florida, Tennes&égginia, Georgia, South Carolina and
Alabama. As of December 31, 1996, the Propertige &pproximately 92% leased to approximately 1@d@nts.

In addition, the Company has 14 properties (12 saduoffice properties and two industrial properiieollectively, the "Development
Projects")) under development in North Carolinagifiia, Tennessee and South Carolina, which witlempass approximately 1.0 million
square feet. The Company also owns approximate3ya28es of land for future development and has citteato purchase over the next six
years an additional 311 acres (collectively, thevElopment Land"). The Development Land is zonetlarailable for office and/c

industrial development, substantially all of whitds utility infrastructure already in place.

The Company conducts substantially all of its atitig through, and all of the Properties are héldatly or indirectly by, Highwoods/Forsyth
Limited Partnership (the "Operating Partnershippje Company is the sole general partner of the &iper Partnership and as of March 14 ,
1997, owned 84% of the partnership interests (thats") in the Operating Partnership. The remairlihdts are owned by limited partners
(including certain officers and directors of then@many). Each Unit may be redeemed by the holdeedlidor the cash value of one share of
Common Stock or, at the Company's option, one Ssatgect to certain adjustments) of Common Stu¢ith each such exchange, the
number of Units owned by the Company and, theretheCompany's percentage interest in the Opgr&amtnership, will increase.

In addition to owning the Properties, the Develophierojects and the Development Land, the Compaowiges leasing, property
management, real estate development, construatibméscellaneous tenant services for its propessesell as for third parties. The
Company conducts its third-party fee-based sentiwerigh Highwoods Services, Inc. and Forsyth PitgggeServices, Inc. (together, the
"Service Companies"), which are subsidiaries of@perating Partnership. The Company recently gslthirdparty brokerage business in
Research Triangle and the Piedmont Triad and cilyrprovides such brokerage services only in Ndihvlennessee.

The Company was formed in North Carolina in 19%e Tompany's executive officers are located at Bfibketree Court, Suite 600,
Raleigh, North Carolina 27604, and its telephonalmer is (919) 872-4924. The Company also maintag®nal offices in Winston-Salem,
Greensboro and Charlotte, North Carolina; Richma&fidyinia; Nashville and Memphis, Tennessee; Attareorgia; and Tampa and Boca
Raton, Florida.

SECURITIESTO BE OFFERED

On April 1, 1996, the Company completed a busigessbination with Eakin & Smith, Inc. and its affites ("Eakin & Smith"). As part of the
consideration for the transaction, the Operatingrieaship issued 537,138 Units (the "TransactioitdJnand the Company issued 489,421

shares of Common Stock (the "Restricted Sharesl')180,000 warrants (the "Warrants") to purchase®@Dshares of Common Stock (the

"Warrant Shares"). The securities issued



in connection with the acquisition of Eakin & Sm{the "Eakin & Smith Transaction") were issuedatiance on an exemption from
registration under
Section 4(2) of the Securities Act.

As part of the acquisition of Eakin & Smith, ther@gany entered into a registration rights and lockgreement (the "Registration Rights
Agreement”) pursuant to which the Company agredileta shelf registration statement within onerysathat (i) if shares of Common Stock
were issued upon redemption of the Transactionstiie "Redemption Shares") or upon exercise ofr&viés, such shares would be freely
tradeable by the holders thereof and

(i) the Restricted Shares would also be freelgédgble by the holders thereof. The Registratiom®Riggreement also prohibited the transfer
(including, if applicable, the redemption or exems)iof the Transaction Units, the Warrant Sharestlam Restricted Shares for one year from
the date of their issuance. The Company has filedagistration statement, of which this prospeistaspart, in order to comply with its
obligations under the Registration Rights Agreement

This prospectus relates to (i) the possible issmafithe Redemption Shares and the Warrant Shi@ijeébe offer and sale from time to time
the Restricted Shares and (iii) the offer and alm time to time of any Redemption Shares and @rdarBhares that may be issued to and
held by persons who may be affiliates of the Corgpahe registration of the Redemption Shares, tlaers¥it Shares and the Restricted
Shares (collectively, the "Registered Shares") cmtsiecessarily mean that the Company will isseddription Shares upon redemption of
any Transaction Units nor does it mean that théngeShareholders will offer or sell any of the Fsgred Shares.

Pursuant to the amended and restated agreemémitefd partnership of the Operating Partnership (fPartnership Agreement"), each Unit
(other than Units held by the Company or thosésilject to lock-up restrictions) may be tenddvgdts holder to the Operating Partnership
for cash equal to the fair market value of a slodi@ommon Stock at the time of redemption. Alteively, at the option of the Company, as
general partner of the Operating Partnership, ta@&ny may purchase the Units for cash for theevafian equivalent number of shares of
Common Stock, or it may redeem the Units for anvedent number of shares of Common Stock, and tmgany will become the owner of
the redeemed Units.

The Company anticipates that it generally will €kecacquire directly Units tendered for redempiiom to issue shares of Common Stock
pursuant to this Prospectus in exchange therefloershan paying cash or allowing the Operatingrieaship to pay cash. As a result, the
Company may from time to time issue up to 537,188dnption Shares upon the acquisition of Unitseesdi for redemption. With each
such redemption, the Company's interest in the &jmey Partnership will increase. Other than then$aation Units received upon issuanci
the Redemption Shares, the Company will not recaiweproceeds from the issuance of the RedemptianeS or the sale of any Registered
Shares. Pursuant to the terms of the Warrant éinepany will receive $28.00 upon the issuance ol é&larrant Share.
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RISK FACTORS

THIS PROSPECTUS CONTAINS FORWARD-LOOKING STATEMENTBHESE STATEMENTS ARE IDENTIFIED BY WORDS
SUCH AS "EXPECT," "ANTICIPATE," "SHOULD" AND WORD®F SIMILAR IMPORT. ACTUAL RESULTS MAY DIFFER
SIGNIFICANTLY FROM THOSE PROJECTED IN THE FORWARDAOKING STATEMENTS. FACTORS THAT MIGHT CAUSE
SUCH A DIFFERENCE INCLUDE, BUT ARE NOT LIMITED TOTHOSE DISCUSSED BELOW UNDER "RISK FACTORS." AN
INVESTMENT IN THE COMMON STOCK INVOLVES VARIOUS RI&S. THE FOLLOWING INFORMATION, IN CONJUNCTION
WITH THE OTHER INFORMATION CONTAINED IN THIS PROSRETUS, SHOULD BE CAREFULLY CONSIDERED BY UNIT
HOLDERS BEFORE SEEKING TO REDEEM THEIR UNITS AND BR’ROSPECTIVE PURCHASERS OF THE REGISTERED
SHARES.

TAX CONSEQUENCES OF REDEMPTION OF UNITS

The exercise by a Unit holder of the right to reguhe redemption of his or her Units will be teghfor tax purposes as a taxable sale or
exchange of the Units by the limited partner. Tédeeming limited partner will be treated as reatjgiroceeds in an amount equal to the sum
of the cash (or the value of the Common Stock)iveckin the exchange plus the amount of the redoéti any Operating Partnership
liabilities allocable to the redeeming limited peat. It is possible that the amount of gain recoeghior even the tax liability resulting from
such gain could exceed the amount of cash or the\vd Common Stock received upon such disposittae "Redemption of Units--Tax
Consequences of Redemption.” In addition, thetgtofi the limited partner to raise cash throughghke of his or her Common Stock to pay
tax liabilities associated with the redemption afitd may be limited because, as a result of fluatna in the stock price, the price the limited
partner receives for such shares may not equalaiue of his or her Units at the time of redemption

POTENTIAL CHANGE IN INVESTMENT UPON REDEMPTION OF UNITS

If a limited partner exercises the right to require redemption of his or her Units, such limitedtper may receive, at the option of the
Company as general partner of the Operating Pafiiggrcash or shares of Common Stock of the Compaaychange for the Units. If the
limited partner receives cash, the limited partm#irno longer have any interest in the Company altinot benefit from any subsequent
increases in share price and will not receive amyré distributions from the Company (unless theétéd partner currently owns or acquire
the future additional shares of Common Stock ott$)nif the limited partner receives shares of CamrBtock, the limited partner will
become a stockholder of the Company rather thasidehof Units in the Operating Partnership. Seed&nption of Units--Comparison of
Ownership of Units and Shares of Common Stock."

GEOGRAPHIC CONCENTRATION

The Company's revenues and the value of its Pliepeartay be affected by a number of factors, incigdhe local economic climate (which
may be adversely affected by business layoffs, @@img, industry slowdowns, changing demographias @ther factors) and local real es
conditions (such as oversupply of or reduced denfiandiffice, industrial and other competing comniarproperties). As of December 31,
1996, the Properties were located in 16 southeastarkets, and 53% of the total annualized reetzmue is represented by Properties
located in North Carolina. The Company's perfornesaud its ability to make distributions to stocldesk is therefore dependent on the
economic conditions in the Southeast, particulariorth Carolina. There can be no assurance #eetoontinued growth of the southeastern
economy.

LIMITATIONSON ACQUISITION AND CHANGE IN CONTROL

OWNERSHIP LIMIT. The Company's Articles of Incortion prohibit ownership of more than 9.8% of thistanding Common Stock by
any person. Such restriction is likely to havedffect of precluding acquisition of control of ti@mpany by a third party without consent of
the Board of Directors even if a change in contrete in the interest of stockholders.

REQUIRED CONSENT OF THE OPERATING PARTNERSHIP FOEERIGER OR OTHER SIGNIFICANT CORPORATE ACTION. The
Company may not merge, consolidate or engage irtampination with another person or sell all orstahtially all of its assets unless such
transaction includes the merger of the OperatimgnBeship, which requires the approval of the

3



holders of a majority of the outstanding Units. Gldahe Company ever own less than a majority efahtstanding Units, this voting
requirement might limit the possibility for acquisi or change in the control of the Company. As/airch 14, 1997, the Company owned
approximately 84% of the Units.

STAGGERED BOARD. The Board of Directors of the Canp has three classes of directors, the terms whwhill expire in staggered,
threeyear intervals. The staggered terms for directag affect the stockholders' ability to change aalndf the Company even if a change
control were in the stockholders' interest.

ADVERSE IMPACT ON DISTRIBUTIONSOF FAILURE TO QUALIFY ASAREIT

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

REAL ESTATE INVESTMENT RISKS

GENERAL RISKS. Real property investments are suligearying degrees of risk. The yields availaiten equity investments in real
estate depend in large part on the amount of inagenerated and expenses incurred. If the Compprgperties do not generate revenues
sufficient to meet operating expenses, includinigt dervice, tenant improvements, leasing commisséom other capital expenditures, the
Company may have to borrow additional amounts t@céixed costs and the Company's cash flow anlityats make distributions to its
stockholders will be adversely affected.

The Company's revenues and the value of its priegariay be adversely affected by a number of factocluding the national economic
climate; the local economic climate; local reahésiconditions; the perceptions of prospectivertenaf the attractiveness of the property; the
ability of the Company to provide adequate managemmeaintenance and insurance; and increased operatsts (including real estate taxes
and utilities). In addition, real estate values ammbme from properties are also affected by sackofs as applicable laws, including tax laws,
interest rate levels and the availability of finemgc

COMPETITION. Numerous office and industrial profpestcompete with the Company's properties in dttrg¢enants to lease space. Some
of these competing properties are newer or beitatéd than some of the Company's properties. fRigni development of office or
industrial properties in a particular area couldeha material effect on the Company's ability &ske space in its properties and on the rents
charged.

BANKRUPTCY AND FINANCIAL CONDITION OF TENANTS. At ay time, a tenant of the Company's properties neay she protection

of the bankruptcy laws, which could result in tegction and termination of such tenant's leasetlameby cause a reduction in the cash flow
available for distribution by the Company. Althoute Company has not experienced material losees tenant bankruptcies, no assurance
can be given that tenants will not file for bankypprotection in the future or, if any tenantgfithat they will affirm their leases and conti

to make rental payments in a timely manner. Intamia tenant from time to time may experiencewarmturn in its business, which may
weaken its financial condition and result in thiuf@ to make rental payments when due. If teneasés are not affirmed following
bankruptcy or if a tenant's financial condition kens, the Company's income may be adversely affecte

RENEWAL OF LEASES AND RELETTING OF SPACE. The Compawill be subject to the risks that upon expirataf leases for space
located in its properties, the leases may not bewed, the space may not be relet or the termasnafwal or reletting (including the cost of
required renovations) may be less favorable tharentilease terms. If the Company were unableamptly relet or renew the leases for all
or a substantial portion of this space or if th&taierates upon such renewal or reletting wereitsggmtly lower than expected rates, then the
Company's cash flow and ability to make expectsttidutions to stockholders may be adversely adfect
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ILLIQUIDITY OF REAL ESTATE. Equity real estate ingéments are relatively illiquid. Such liquidity Wiend to limit the ability of the
Company to vary its portfolio promptly in resportsechanges in economic or other conditions. In taftithe Code limits the Company's
ability to sell properties held for fewer than fougars, which may affect the Company's abilityet groperties without adversely affecting
returns to holders of Common Stock.

CHANGES IN LAWS. Because increases in income, seror transfer taxes are generally not passedghroutenants under leases, such
increases may adversely affect the Company's éashand its ability to make distributions to stocktters. The Properties are also subject to
various Federal, state and local regulatory requéirgs, such as requirements of the Americans wighHtilities Act and state and local fire
and life safety requirements. Failure to complyhvitese requirements could result in the impositibfines by governmental authorities or
awards of damages to private litigants. The Comimatigves that the Properties are currently in dampe with all such regulatory
requirements. However, there can be no assuraatéhise requirements will not be changed or teat requirements will not be imposed
which would require significant unanticipated exgitures by the Company and could have an advefsetein the Company's cash flow and
expected distributions.

CONSEQUENCES OF INABILITY TO SERVICE MORTGAGE DEBPursuant to loan agreements with the Company’s leaders, a
portion of the Properties are mortgaged to secayengnt of such indebtedness, and if the Compang telbe unable to meet such payments,
a loss could be sustained as a result of foreatosnithe Properties by the bank lenders.

RISK OF DEVELOPMENT, CONSTRUCTION AND ACQUISITION ACTIVITIES

The Company intends to actively continue develograed construction of office and industrial propest including development on the
Development Land. Risks associated with the Compalgvelopment and construction activities, inalgdactivities relating to the
Development Land, may include:

abandonment of development opportunities; constnuaosts of a property exceeding original estimgp@ssibly making the property
uneconomical; occupancy rates and rents at a neavhpleted property may not be sufficient to maleeptoperty profitable; financing may
not be available on favorable terms for developno¢iat property; and construction and lease-up noaya completed on schedule, resulting
in increased debt service expense and construotists. In addition, new development activitiesaretess of whether or not they are
ultimately successful, typically require a substrgortion of management's time and attention.dd@ment activities are also subject to
risks relating to the inability to obtain, or detaiy obtaining, all necessary zoning, land-usdding, occupancy, and other required
governmental permits and authorizations.

The Company intends to actively continue to acqoffiee and industrial properties. Acquisitionsaffice and industrial properties entail ri
that investments will fail to perform in accordamneih expectations. Estimates of the costs of immpnoents to bring an acquired property up
to standards established for the market posititenited for that property may prove inaccurate daitéon, there are general investment risks
associated with any new real estate investment.

Although the Company has historically limited itsvélopment, acquisition, management and leasinigpdss primarily to markets with whi
management is familiar, the Company has expandduliginess to new geographic markets. Managembewdsthat much of its past
success has been a result of its local expertlse Cbompany may not initially possess the same lefvieimiliarity with new markets, which
could adversely affect its ability to develop, aicgumanage or lease properties in any new loealiti

CONFLICTSOF INTERESTSIN THE BUSINESS OF THE COMPANY

TAX CONSEQUENCES UPON SALE OR REFINANCING OF PROPHRS. Holders of Units may suffer different and m@adverse tax
consequences than the Company upon the sale wamefng of any of the Properties and, thereforeh $wlders, including certain of the
Company's officers and directors, and the Compaay nave different objectives regarding the appadprpricing and timing of any sale or
refinancing of such Properties. Although the Conypas the sole general partner of the OperatintnBi@hip, has the exclusive authority as
to whether and on what terms to sell or refinant@ndividual Property, those members of the Comfsamanagement and Board of Direct
of the Company who hold Units may influence the @any not to sell or refinance the Properties etiengh such sale might
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otherwise be financially advantageous to the Companmay influence the Company to refinance Prigemwith a high level of debt.

POLICIES WITH RESPECT TO CONFLICTS OF INTERESTS eT@ompany has adopted certain policies relatirgptdlicts of interest.
These policies include a bylaw provision requiratigtransactions in which executive officers oreditors have a conflicting interest to be
approved by a majority of the independent directdithe Company or a majority of the shares of tedystock held by disinterested
stockholders. There can be no assurance that tp&uy's policies will be successful in eliminatthg influence of such conflicts, and if
they are not successful, decisions could be maatarilght fail to reflect fully the interests of aiockholders.

DEPENDENCE ON DISTRIBUTIONS FROM OPERATING PARTNERSHIP IN ORDER TO QUALIFY ASA REIT

To obtain the favorable tax treatment associatéd REITs, the Company generally will be requiredregear to distribute to its stockholders
at least 95% of its net taxable income. Becaus€timapany conducts substantially all of its busireggvities through the Operating
Partnership, the ability of the Company to makehgtistributions is dependent upon the receipt siritiutions or other payments from the
Operating Partnership.

POSSIBLE ENVIRONMENTAL LIABILITIES

Under various Federal, state and local laws, ordiea and regulations, such as the ComprehensivieoBmental Response Compensation
and Liability Act or "CERCLA," and common laws, awner or operator of real estate is liable forabsts of removal or remediation of
certain hazardous or toxic substances on or in pumberty as well as certain other costs, includjogernmental fines and injuries to persons
and property. Such laws often impose such liabiliihout regard to whether the owner or operat@vkiof, or was responsible for, the
presence of such hazardous or toxic substancegrélence of such substances, or the failure tedie such substances properly, may
adversely affect the owner's or operator's ahititgell or rent such property or to borrow usingtsproperty as collateral. Persons who
arrange for the disposal or treatment of hazardotsxic substances may also be liable for thescoktemoval or remediation of such
substances at a disposal or treatment facility tidreor not such facility is owned or operated bgtsperson. Certain environmental laws
impose liability for release of asbestusataining materials ("ACM") into the air, and thiparties may seek recovery from owners or opes
of real property for personal injuries associatéith W CM. In connection with its ownership and op@ya of its properties, the Company may
be potentially liable for these costs. In additithre presence of hazardous or toxic substancesit adjacent to or in the vicinity of a
property could require the property owner to pgséte in remediation activities in certain casesauld have an adverse effect on the valt
such property.

As of December 31, 1996, all of the Properties lexeh subjected to a Phase | environmental assesshhese assessments have not
revealed, nor is management of the Company awasngfenvironmental liability that it believes wduiave a material adverse effect on the
Company's results of operations, liquidity or fineh position taken as a whole, nor is the Compangre of any such material environmental
liability. Nevertheless, it is possible that thengmny's assessments do not reveal all environmigatidities or that there are material
environmental liabilities of which the Company isaware. In addition, assumptions regarding the@xég and nonexistence of
contamination and groundwater flow are based oilabla sampling data, and there are no assurahaéshe data is reliable in all cases.
Moreover, there can be no assurance that (i) fuawve, ordinances or regulations will not imposg araterial environmental liability or (i)
the current environmental condition of the Proarivill not be affected by tenants, by the conditid land or operations in the vicinity of t
Properties (such as the presence of undergrourabsttanks), or by third parties unrelated to tben@any.

DEBT COVENANTS

The Company and the Operating Partnership haveéamulisig indebtedness which contain certain restectovenants. Included in these
covenants are requirements that the Operating éahip maintain certain asset and financial ratioshe event the Operating Partnership
defaults on one or more of such covenants, therdoeano guarantee that the Operating Partnershipdvio® able to get the necessary waivers
to avoid having the entire amount of such indebésdrbecoming due and payable immediately. Suckient eould materially adversely

affect the Company's ability to make distributioas



stockholders.

Also included in such covenants are certain regiris on the Operating Partnership's operatiorrseXample, the Operating Partnership
cannot acquire land for development if the valualbfand held for development exceeds two peroétite value of all developed land. There
can be no guarantee that the Operating Partnecshig obtain the necessary waivers of such reisteiciovenants that could otherwise
prohibit the Operating Partnership from taking attage of attractive business opportunities.
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DESCRIPTION OF CAPITAL STOCK OF THE COMPANY
GENERAL

The authorized capital stock of the Company cossistl 10,000,000 shares of capital stock, $.0vphre, of which 100,000,000 shares are
classified as Common Stock and 10,000,000 shaeedlassified as preferred stock ("Preferred StocKig following description of the terms
and provisions of the shares of capital stock ef@ompany and certain other matters does not puigpbe complete and is subject to and
qualified in its entirety by reference to the apable provisions of Maryland law and the Compandytgles of Incorporation and Bylaws, as
amended (the "Bylaws").

COMMON STOCK

Each holder of Common Stock is entitled to one abtstockholder meetings for each share of ComntockSheld. Neither the Articles of
Incorporation nor the Bylaws provide for cumulatix@ing for the election of directors. Subjecthe fprior rights of any series of Preferred
Stock that may be classified and issued, holde@oofimon Stock are entitled to receive, pro ratehslividends as may be declared by the
board of directors out of funds legally availaliierefor, and also are entitled to share, pro matny other distributions to stockholders. The
Company currently pays regular quarterly dividettdsolders of Common Stock.

Holders of Common Stock do not have any preempigtds or other rights to subscribe for additioslahres.

Shares of Common Stock currently outstanding atedifor trading on the New York Stock Exchange (tRYSE"). The NYSE has also
approved for listing the Registered Shares offéegby.

SERIESA CUMULATIVE CONVERTIBLE REDEEMABLE PREFERRED STOCK

The Company is authorized to issue 143,750 shdrgerees A Cumulative Redeemable Preferred Stagkyalue $.01 per share (the
"Preferred Shares"). As of March 14, 1997 thereavle?5,000 Preferred Shares outstanding. The summhagrtain terms and provisions of
the Preferred Shares contained here does not puoploe complete and is subject to and qualifiettisientirety by reference to the terms and
provisions of the Articles Supplementary relatingtie Preferred Shares.

The Preferred Shares will rank senior to the Com®imek with respect to payment of dividends andammupon liquidation, dissolution or
winding up. Dividends on the Preferred Shares aneutative from the date of original issue, Februb2y 1997, and will be payable quarterly
in arrears on the last calendar day (or if suchiglayt a business day, the next business dayattergof each February, May, August and
November, commencing on or about May 31, 1997eatdke of 85/8% of the liquidation preference peran.

In the event of any liquidation, dissolution or @ing up of the affairs of the Company, the holdsrthe Preferred Shares are entitled to be
paid out of the assets of the Company legally abéeél for distribution to its stockholders liquidadidistributions in cash or property at its fair
market value as determined by the Company's Bdabdrectors in the amount of a liquidation prefecerof $1,000 per share, plus an amc
equal to any accrued and unpaid dividends to tkee afasuch liquidation, dissolution or winding Uggfore any distribution of assets is made
to holders of Common Stock or any other capitatehihat rank junior to the Preferred Shares éiqualation rights. After payment of the
full amount of the liquidating distributions to vahi they are entitled, the holders of Preferred &haiill have no right or claim to any of the
remaining assets of the Company. The consolidationerger of the Company with or into any otheitgrdr the sale, lease, transfer or
conveyance of all or substantially all of the pnap@r business of the Company shall not be deeimednstitute a liquidation, dissolution or
winding up of the Company.

The Preferred Shares are not redeemable priorttaubey 12, 2027. On and after such date, the ResfeShares may be redeemed in whole or
in part, at the option of the Company, at a redenpgtrice of $1,000.00 per share, plus all accramdi unpaid dividends. The Preferred Sh
have no stated maturity and will not be subje@nyp sinking fund or mandatory redemption and atecoovertible into any other securities

the Company.



PREFERRED STOCK

Under the Company's Articles of Incorporation, lloard of directors may issue, without any furtheticm by the stockholders, shares of
capital stock in one or more series having sucfepgaces, conversion and other rights, voting pewestrictions, limitations as to dividen
gualifications and terms and conditions of redempts the board of directors may determine andagsh® evidenced by Articles
Supplementary to the Articles of Incorporation agdgby the board of directors.

Through its power to establish the preferencesrigidis of additional series of capital stock withéwrther stockholder vote, the board of
directors may afford the holders of any seriesenfi@r capital stock preferences, powers and rigiuisng or otherwise, senior to the rights of
holders of Common Stock. The issuance of any sentoscapital stock could have the effect of delgyor preventing a change in control of
the Company.

CLASSIFICATION OF BOARD OF DIRECTORS; REMOVAL OF DIRECTORS; OTHER PROVISIONS

The Company's Articles of Incorporation provide floe board of directors to be divided into thresssks of directors, with each class to
consist as nearly as possible of an equal numbairedtors. At each annual meeting of stockholdtes class of directors to be elected at
meeting will be elected for a three-year term, tireddirectors in the other two classes will corginmu office. Because holders of Common
Stock will have no right to cumulative voting fdret election of directors, at each annual meetirgfadkholders, the holders of a majority of
the shares of Common Stock will be able to eldaiféhe successors of the class of directors witese expires at that meeting.

The Articles of Incorporation also provide thatcegt for any directors who may be elected by haldém class or series of capital stock ¢
than Common Stock, directors may be removed onlgdose and only by the affirmative vote of stodédkos holding at least two-thirds of
the votes entitled to be cast for the electionitdadors. Vacancies on the board of directors nafilled by the affirmative vote of the
remaining directors.

These provisions may make it more difficult andaieonsuming to change majority control of the bazrdirectors of the Company and,
thus, may reduce the vulnerability of the Compamngrt unsolicited proposal for the takeover of tieen@any or the removal of incumbent
management. The Company's officers and directeramd will be indemnified under Maryland law, theiéles of Incorporation of the
Company and the agreement of limited partnershib@Operating Partnership (the "Partnership Agesgih against certain liabilities,
including liabilities under the Securities Act. ¢fiar as indemnification for liabilities arising usicthe Securities Act may be permitted to
directors, officers or persons controlling the Camyp the Company has been informed that in theiapiof the Securities and Exchange
Commission such indemnification is against pubbtiqy as expressed in the Securities Act and issfoee unenforceable.

CERTAIN PROVISIONS AFFECTING CHANGE OF CONTROL

GENERAL. Pursuant to the Company's Articles of hpowation and the Maryland General Corporation I(thve "MGCL"), the Company
cannot merge into or consolidate with another c@tion or enter into a statutory share exchanges#etion in which it is not the surviving
entity or sell all or substantially all of the atssef the Company unless the Board of Directorgtsia resolution declaring the proposed
transaction advisable and a majority of stockhadaantitled to vote thereon (voting together asglsiclass) approve the transaction. In
addition, the Operating Partnership Agreement reguthat any such merger or sale of all or subisignall of the assets of the Operating
Partnership be approved by a majority of the haldéUnits (including Units owned by the Company).

MARYLAND BUSINESS COMBINATION AND CONTROL SHARE STAUTES. The MGCL establishes special requirementis wi
respect to business combinations between Marylarqbcations and interested stockholders unless ptiens are applicable. Among other
things, the law prohibits for a period of five yea merger and other specified or similar trangastbetween a company and an interested
stockholder and requires a supermajority vote fichdransactions after the end of the five-yeaiopeThe Company's Articles of
Incorporation contain a provision exempting the @any from the requirements and provisions of theyldad business combination statt
There can be no assurance that such provisiomuatilbe amended or repealed at any point in thedutu
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The MGCL also provides that control shares of ayNéend corporation acquired in a control share agitjoh have no voting rights except to
the extent approved by a vote of two-thirds ofibtes entitled to be cast on the matter, excludhmyes owned by the acquiror or by officers
or directors who are employees of the Company.cbimrol share acquisition statute does not appshtires acquired in a merger,
consolidation or share exchange if the Companypiarty to the transaction, or to acquisitions apptoor exempted by the Articles of
Incorporation or bylaws of the Company. The Comfmbylaws contain a provision exempting from thetoal share acquisition statute any
and all acquisitions by any person of the Compastgisk. There can be no assurance that such prowvisll not be amended or repealed, in
whole or in part, at any point in the future.

The Company's Articles of Incorporation (includithg provision exempting the Company from the Margll@usiness combination statute)
may not be amended without the affirmative votatdeast a majority of the shares of capital stmatstanding and entitled to vote thereon
voting together as a single class, provided thaageprovisions of the Articles of Incorporatioragnnot be amended without the approval of
the holders of twdhirds of the shares of capital stock of the Conypautstanding and entitled to vote thereon votoggther as a single cla
The Company's bylaws may be amended by the Bodbirettors or a majority of the shares cast of &dysitock entitled to vote thereupon at
a duly constituted meeting of stockholders.

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

OWNERSHIP LIMITATIONS AND RESTRICTIONS ON TRANSFER&or the Company to remain qualified as a REITeuride Code,

not more than 50% in value of its outstanding shafecapital stock may be owned, directly or indilg by five or fewer individuals (define
in the Code to include certain entities) during It half of a taxable year, and such shares beubeneficially owned by 100 or more
persons during at least 335 days of a taxablegfeb2 months or during a proportionate part of ergr taxable year. To ensure that the
Company remains a qualified REIT, the Articlesmmfdrporation provide that no holder (other tharspes approved by the directors at their
option and in their discretion) may own, or be dedrno own by virtue of the attribution provisiorfstioe Code, more than 9.8% (the
"Ownership Limit") of the issued and outstandingita stock of the Company. The Board of Directmiay waive the Ownership Limit if
evidence satisfactory to the Board of Directors nredCompany's tax counsel is presented that taeges in ownership will not jeopardize
the Company's status as a REIT.

If any stockholder purports to transfer sharespem@on and either the transfer would result inGbenpany failing to qualify as a REIT, or
stockholder knows that such transfer would causdrtinsferee to hold more than the Ownership Litié,purported transfer shall be null :
void, and the stockholder will be deemed not toehmansferred the shares. In addition, if any petsads shares of capital stock in excess of
the Ownership Limit, such person will be deemetdtul the excess shares in trust for the Compariynaiti receive distributions with respect
to such shares and will not be entitled to votéhssiwares. The person will be required to sell sinares to the Company for the lesser of the
amount paid for the shares and the average clgsiog for the 10 trading days immediately precedimgredemption or to sell such shares at
the direction of the Company, in which case the gany will be reimbursed for its expenses in conpaavith the sale and will receive any
amount of such proceeds that exceeds the amoumipeuson paid for the shares. If the Company réyases such shares, it may pay for the
shares with Units. The foregoing restrictions @msferability and ownership will not apply if the&d of Directors and the stockholders (by
the affirmative vote of the holders of two-thirdstloe outstanding shares of capital stock entitbedote on the matter) determine that it is no
longer in the best interests of the Company toinaetto qualify as a REIT.

All certificates representing shares of capitatktbear a legend referring to the restrictions diesd above.

Every beneficial owner of more than 5% (or suchdopercentage as required by the Code or regutati@reunder) of the issued and
outstanding shares of capital stock must file dteminotice with the Company no later than Jan@argf each year, containing the name and
address of such beneficial owner, the number afeshaf Common Stock and/or Preferred Stock ownedsagiescription of how the shares
are held. In addition, each stockholder shall logiired upon demand to disclose to the Company itingrsuch information as the Company
may request in order to determine the effect ohstockholder's direct, indirect and constructiweership of such shares on the Company's
status as a REIT.
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These ownership limitations could have the effégrecluding acquisition of control of the Compadnya third party unless the Board of
Directors and the stockholders determine that reaarice of REIT status is no longer in the bestésteof the Company.

REGISTRAR AND TRANSFER AGENT

The Registrar and Transfer Agent for the CommorlSémd Preferred Shares is First Union NationalkB@tarlotte, North Carolina.
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REDEMPTION OF UNITS
GENERAL

Each limited partner may, subject to certain litnitas, require that the Operating Partnership nedak or a portion of such partner's Units
beginning one year from the date of issuance biyelahg a notice to the Operating Partnership. Upgslemption, a limited partner will
receive, at the option of the Company, as genendihpr of the Operating Partnership, either

(i) a number of shares of Common Stock equal tonthmber of Units redeemed or

(i) cash in an amount equal to market value ofrthmber of shares of Common Stock the partner wioale received pursuant to (i) above.
The market value of the Common Stock for this paepwill be equal to the average of the closingitrggrice of the Company's Common
Stock for the 10 trading days before the day orctvithhe redemption notice was received by the Ojpgr&artnership.

In lieu of the Operating Partnership redeeming &Jrike Company, as general partner, in its sot@atisn, has the right to assume directly
and satisfy the redemption right of the limitedtpar. The Company anticipates that it generally @éct to assume directly and satisfy any
redemption right exercised by a limited partneotlgh the issuance of the shares of Common Stodupnt to this Prospectus, whereupon
the Company will acquire the Units being redeenradiwaill become the owner of the Units. Such an &itjon by the Company will be
treated as a sale of the Units to the CompanyddeFal income tax purposes. See "--Tax Consequehé&sdemption” below. Upon
redemption, such limited partner's right to recalistributions with respect to the Units redeemétogase. However, the limited partner v
then have rights as a stockholder of the Compaom the time of his or her acquisition of Commonc&tancluding the payment of
dividends.

A limited partner must notify the Company, as gehpartner of the Operating Partnership, of suatnpés desire to require the Operating
Partnership to redeem Units by sending a noti¢kdrform attached as an exhibit to the Partner&biieement, a copy of which is available
from the Company. A limited partner must requestrédemption of at least 1000 Units (or all of thets held by such holder, if less). A
redemption generally will occur on the 10th businday after the notice is delivered by the limipedtner, except that no redemption can
occur if the delivery of Redemption Shares woulghzhibited under the provisions of the Articledméorporation to protect the Company's
qualification as a REIT.

TAX CONSEQUENCES OF REDEMPTION

The following discussion summarizes certain Fede@me tax considerations that may be relevaatlimited partner who exercises his
right to require the redemption of his Units.

TAX TREATMENT OF REDEMPTION OF UNITS. If a limitedartner exercises his or her right to require gdemption of Units, the
Partnership Agreement provides that the redemptitirbe treated by the Company, the Operating Raistnip and the redeeming limited
partner, for tax purposes, as a sale of Units. Satshwill be fully taxable to the redeeming linditeartner. Such limited partner generally will
be treated as realizing for tax purposes an amequml to the sum of either the cash or the valubefCommon Stock received plus the
amount of any Operating Partnership liabilitie®edible to the redeemed Units at the time of thermgdion. The determination of the amount
of gain or loss is discussed more fully below.

If the Company elects not to issue shares of Com&took in exchange for a limited partner's Unitg] ¢he Operating Partnership or the
Company redeems such Units for cash to effectademption, the tax consequences would be as deddrilihe previous paragraph.
However, if the Operating Partnership redeemstless all of a limited partner's Units, the limitedrtner would not be permitted to recogr
any loss occurring on the transaction and wouldgeize taxable gain only to the extent that théncpkis the amount of any Operating
Partnership liabilities allocable to the redeemeits) exceeded the limited partner's adjusted hasi$f of such limited partner's Units
immediately before the redemption. The methodolaggd by the Operating Partnership to allocatéaitslities to its partners will likely rest
in a varying amount of such liabilities being alited to different partners. Under that methodolegyich is based on principals set forth in
Treasury Regulations, it is possible that partmdrs hold an identical number of Units are allocaléterent amounts of liabilities of the
Operating Partnership for Federal income tax plepos
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TAX TREATMENT OF DISPOSITION OF UNITS BY LIMITED PRTNER GENERALLY. If a Unit is redeemed in a mantteat is

treated as a sale of the Unit, or a limited partiberwise disposes of a Unit, the determinatiogash or loss from the sale or other
disposition will be based on the difference betwsenamount considered realized for tax purposdgtatax basis in such Unit. See "--
BASIS OF UNITS" below. Upon the sale of a Unit, tlaenount realized" will be measured by the sunmhefdash or fair market value of
Common Stock received plus the reduction in thewarhof any Operating Partnership liabilities allbleato the Unit holder. To the extent t
the amount of cash or property received plus tHaaton in the allocable share of any Operatingrieaship liabilities exceeds the limited
partner's basis in his or her interest in the OpegdPartnership, such limited partner will recagngain. It is possible that the amount of gain
recognized or even the tax liability resulting freoch gain could exceed the amount of cash orahewof Common Stock received upon
such disposition.

Except as described below, any gain recognized apaie or other disposition of Units will be texhiis gain attributable to the sale or
disposition of a capital asset. To the extent, h@arehat the amount realized upon the sale ofiaatimibutable to a limited partner's share of
"unrealized receivables" of the Operating Partripréds defined in Section 751 of the Code) excéleeldbasis attributable to those assets,
excess will be treated as ordinary income. Unredlizceivables include, to the extent not previpimiluded in Operating Partnership
income, any rights to payment for services renderdd be rendered. Unrealized receivables aldadecamounts that would be subject to
recapture as ordinary income if the Operating Rastrip had sold its assets at their fair markaievak the time of the transfer of a Unit.

BASIS OF UNITS. In general, a limited partner whasadeemed at the time of the Eakin & Smith Tramsadb have received his or her
Units upon liquidation of a partnership, had atiahtax basis in the Units ("Initial Basis") equalhis or her basis in the partnership intere
the time of such liquidation. Similarly, in generallimited partner who at the time of the EakirS&ith Transaction contributed a partnership
interest in exchange for his or her Units had atalrBasis in the Units equal to his or her basithe contributed partnership interest. A
limited partner's Initial Basis in his or her Unigsnerally is increased by (i) such limited pargehare of Operating Partnership taxable and
tax-exempt income and (ii) increases in such pédsshare of the liabilities of the Operating Parghip (including any increase in his or her
share of liabilities occurring in connection witletEakin & Smith Transaction). Generally, suchipar's basis in his or her Units is decreased
(but not below zero) by (A) his or her share of @pieg Partnership distributions, (B) decreasdsisror her share of liabilities of the
Operating Partnership (including any decreasesrohher share of liabilities of the Operating Rarship occurring in connection with the
Eakin & Smith Transaction), (C) his or her sharéostes of the Operating Partnership and (D) hieeoishare of nondeductible expenditures
of the Operating Partnership that are not chargeabtapital account.

POTENTIAL APPLICATION OF THE DISGUISED SALE REGULADNS TO A REDEMPTION OF UNITS. There is a risk tlaat
redemption of Units issued in the Eakin & Smithigaction may cause the original transfer of prgperthe Operating Partnership in
exchange for Units in connection with the Eakin &ih Transaction to be treated as a "disguised sélproperty. Section 707 of the Code
and the Treasury Regulations thereunder (the "I8sguSale Regulations") generally provide thatesslone of the prescribed exceptions is
applicable, a partner's contribution of propertatpartnership and a simultaneous or subsequasféraof money or other consideration
(including the assumption of or taking subject {@hility) from the partnership to the partner Make presumed to be a sale, in whole or in
part, of such property by the partner to the pastme. Further, the Disguised Sale Regulationsigegenerally that, in the absence of an
applicable exception, if money or other considerais transferred by a partnership to a partndniwitwo years of the partner's contribution
of property, the transactions are presumed tossdenof the contributed property unless the fastsa@rcumstances clearly establish that the
transfers do not constitute a sale. The Disguisde Regulations also provide that if two years haagsed between the transfer of money or
other consideration and the contribution of propette transactions will be presumed not to bel@@sless the facts and circumstances
clearly establish that the transfers constitutale.s

Accordingly, if a Unit is redeemed, the InternaM@eue Service could contend that the Disguised Begrilations apply because the limited
partner will thus receive cash or shares of Com@imek subsequent to his previous contribution opprty to the Operating Partnership. In
that event, the IRS could contend that the Formaliansactions themselves were taxable as a desygae under the Disguised Sale
Regulations. Any gain recognized thereby may lgleé for installment reporting under Section 453h@ Code, subject to certain
limitations.
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COMPARISON OF OWNERSHIP OF UNITSAND SHARES OF COMMON STOCK

Generally, the nature of any investment in shafé&ommon Stock of the Company is substantially eajeint economically to an investment
in Units in the Operating Partnership. A holdeaafhare of Common Stock receives the same digtribthat a holder of a Unit receives, and
stockholders and Unit holders generally shareéritks and rewards of ownership in the enterfrédeg conducted by the Company
(through the Operating Partnership). However, tlaeesome differences between ownership of Unisoamership of Common Stock, some
of which may be material to investors.

The information below highlights a number of thgrsficant differences between the Operating Pastriprand the Company relating to,
among other things, form of organization, permiitecestments, policies and restrictions, managersteatture, compensation and fees,
investor rights and Federal income taxation andpares certain legal rights associated with the osimp of Units and Common Stock.
These comparisons are intended to assist limitedgra of the Operating Partnership in understantow their investment will be change:
their Units are redeemed for Common Stock. Thisudision is summary in nature and does not consttubmplete discussion of these
matters, and holders of Units should carefully eewthe balance of this Prospectus and the Regstr&tatement of which this Prospectus is
a part for additional important information abou¢ tCompany.

FORM OF ORGANIZATION AND ASSETS OWNED. The Operdifartnership is organized as a North Carolinanpsaship. All of the
Company's operations are conducted through theaDpgrPartnership, except that the Eakin & Smittkbrage and third-party property
management operations are conducted at the Congagly

The Company is a Maryland corporation. The Comgaas/elected to be taxed as a REIT under the Callengends to maintain its
qualification as a REIT. The Company's intereghim Operating Partnership, which gives the Comamindirect investment in the
properties and other assets owned by the Operatingership, is its only material asset (other thanEakin & Smith third-party brokerage
and property management business).

LENGTH OF INVESTMENT. The Operating Partnership bastated termination dated of December 31, 20g®ywgh it may be terminated
earlier under certain circumstances. The Compasyalzerpetual term and intends to continue itsatjoers for an indefinite time period.

PURPOSE AND PERMITTED INVESTMENTS. The purposeltd Operating Partnership includes the conduct phaisiness that may be
lawfully conducted by a limited partnership formatter North Carolina law, except that the Partripr8igreement requires the business of
the Operating Partnership to be conducted in sunhraner that will permit the Company to be classdifas a REIT for Federal income tax
purposes. The Operating Partnership may, subjeébetéoregoing limitation, invest or enter into fperships, joint ventures or similar
arrangements and may own interests in any othéyent

Under its Articles of Incorporation, the Companyyneagage in any lawful activity permitted under Mand law. Under the Partnership
Agreement, however, the Company may not conducbasiness other than the business of the OperBanmership and cannot own any
assets other than its interest in the OperatinthB=ship and such bank accounts or similar instnisas are necessary to carry out its
responsibilities under the Partnership Agreemeiitsarrganizational documents, except that then@eship Agreement allows for the direct
ownership of (i) the Eakin & Smith third-party boness and (ii) a .01% economic interest in certagpé@rties, consisting mainly of certain
Properties acquired in the Company's merger witickar Realty Trust, Inc.

ADDITIONAL EQUITY. The Operating Partnership is &otized to issue Units and other partnership iistsr the partners or to other
persons for such consideration and on such terehg@mditions as the Company, in its sole discretioay deem appropriate. In addition, the
Company may cause the Operating Partnership te tssthe Company additional Units or other parthigrinterests in different series or
classes which may be senior to the Units in corfjanavith the offering of securities of the Compamving substantially similar rights, in
which the proceeds thereof are contributed to ther&ting Partnership. No limited partner has amgpmptive, preferential or similar rights
with respect to additional capital contributionghie Operating Partnership or the issuance orafaay interests therein.
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The Board of Directors of the Company may issudsidiscretion, additional equity securities catisig of Common Stock or Preferred
Stock; provided, however, that the total numbeshaires issued does not exceed the authorized narhdleaires of capital stock set forth in
the Company's Articles of Incorporation. As longlas Operating Partnership is in existence, thegeds (or a portion thereof) of all equity
capital raised by the Company will be contributedhte Operating Partnership in exchange for Unitstioer interests in the Operating
Partnership, provided that the General Partneribation will be deemed to be an amount equahénet proceeds of any such offering
any underwriter's discount or other expenses ieclim connection with such issuance.

BORROWING POLICIES. The Company as general pattasrfull power and authority to borrow money ondiebf the Operating
Partnership. The Company (as general partner)ugffirits Board of Directors, has adopted a poliat tturrently limits total borrowing to
50% of the total market capitalization of the Compand the Operating Partnership, but this poliay foe altered at any time by the Boar
Directors. The foregoing reflects the Company'segainpolicy over time and is not intended to opeiata manner that inappropriately
restricts the Company's ability to raise additioregbital, including additional debt, to implemetst planned growth, to pursue attractive
acquisition opportunities that may arise or to otlige act in a manner that the Board of Directaleles to be in the best interests of the
Company and its stockholders. The Board of Dire;taith the assistance of management of the Compaay reevaluate from time to time
its debt and other capitalization policies in ligfithen current economic conditions, including tekative costs of debt and equity capital, the
market value of its properties, growth and acqisibpportunities, the market value of its equiggurities in relation to the Company's view
of the market value of its properties, and othetdes, and may modify its debt policy. Such modifion may include increasing or decrea:
its general ratio of debt to total market capitaiian or substituting another measuring standard.

The Company is not restricted under its governirggruments from incurring borrowings.

OTHER INVESTMENT RESTRICTIONS. Other than restricts precluding investments by the Operating Pastigithat would adversely
affect the qualification of the Company as a REKREre are no restrictions on the Operating Pariy@ssauthority to enter into certain
transactions, including, among others, making itmests, lending Operating Partnership funds, anvesting the Operating Partnership's
cash flow and net sale or refinancing proceeds.

Neither the Company's Articles of Incorporation iierbylaws impose any restrictions upon the tygfeéavestments made by the Comp:
except that under the Articles of Incorporatiore Board of Directors is prohibited from taking amgtion that would terminate the Company's
REIT status, unless a majority of the stockhold@te to terminate such REIT status.

MANAGEMENT CONTROL. All management powers over thesiness and affairs of the Operating Partnersiéiyested in the general
partner of the Operating Partnership, and no lidngartner of the Operating Partnership has any taparticipate in or exercise control or
management power over the business and affaiteedDperating Partnership. The general partner maaperremoved by the limited partners
for any reason.

The Board of Directors has exclusive control oler Company's business and affairs subject onlyaadstrictions in the Articles of
Incorporation, the bylaws and the Partnership Ageg. The Board of Directors is classified intcethclasses of directors. At each annual
meeting of the stockholders, the successors dofltss of directors whose terms expire at that megetill be elected. The policies adopted by
the Board of Directors may be altered or eliminatgttiout advice of the stockholders. Accordinglycept for their vote in the elections of
directors, stockholders have no control over thignarry business policy of the Company.

FIDUCIARY DUTIES. Under North Carolina law, the gaal partner of the Operating Partnership is aczdle to the Operating Partnership
as a fiduciary and, consequently, is required &r@se good faith in all of its dealings with resp partnership affairs. However, under the
Partnership Agreement, the general partner is umal@bligation to take into account the tax conseges to any partner of any action taken
by it. The general partner will have no liability & limited partner as a result of any liabilitewsdamages incurred or suffered by, or benefits
not derived by, a limited partner as a result of action or inaction of the general partner so lasghe general partner acted in good faith.
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Under Maryland law, the directors must perform tlaeities in good faith, in a manner that they baito be in the best interests of the
Company and with the care an ordinarily prudensgemvould exercise under similar circumstancesdars of the Company who act in
such a manner generally will not be liable to tlempany for monetary damages arising from theivais.

MANAGEMENT LIABILITY AND INDEMNIFICATION. The Partnership Agreement generally provides that the gémparaner will incur

no liability to the Operating Partnership or amgited partner for losses sustained or liabilitiesurred as a result of errors in judgment or of
any act or omission if the general partner actegbiod faith. In addition, the general partner is nesponsible for any misconduct or
negligence on the part of its agents provided #reegal partner appointed such agents in good fBiite.general partner may consult with l¢
counsel, accountants, appraisers, management tamtsyinvestment bankers and other consultantadwidors. Any action the general
partner takes or omits to take in reliance uporofiaion of such persons, as to matters which #real partner reasonably believes to be
within their professional or expert competence]ldi@mconclusively presumed to have been done attednin good faith and in accordance
with such opinion. The Partnership Agreement atswides for indemnification of the general partrteg directors and officers of the general
partner, and such other persons as the generakpanay from time to time designate, against amyahlosses, claims, damages, liabilities,
expenses, judgments, fines, settlements and otheuras arising from any and all claims, demands$o@as, suits or proceedings that relate to
the operations of the Operating Partnership in iwkiech person may be involved, or is threatendxd timvolved, to the fullest extent
permitted under North Carolina law.

As permitted by Maryland law, the Articles of Inporation include a provision limiting the liabiligf the Company's directors and officer:
the corporation and its stockholders for money dggsasubject to specified restrictions. The lawsdoat, however, permit the liability of
directors and officers to the corporation or itsckholders to be limited to the extent that

(i) it is proved that the person actually receiaedmproper benefit or profit in money, propertyservices or (ii) a judgment or other final
adjudication is entered in a proceeding basedfordang that the person's action, or failure to, as the result of active and deliberate
dishonesty and was material to the cause of aatijudicated in the proceeding. This charter provigloes not limit or eliminate the rights of
the Company or any stockholder to seek non-monegdisf such as an injunction or rescission ingkient of a breach of a director's duty of
care. Insofar as indemnification for liabilitiessing under the Securities Act may be permitteditectors, officers or persons controlling the
Company pursuant to the foregoing provisions, thenany has been informed that in the opinion ofSkeurities and Exchange
Commission such indemnification is against pubbtiqy as expressed in the Securities Act and isefoee unenforceable.

ANTI-TAKEOVER PROVISIONS. Except in limited circurtences, the general partner of the Operating Ratipehas exclusive
management power over the business and affaiteedperating Partnership. The general partner maperremoved by the limited partners
with or without cause. Under the Partnership Agreeinthe general partner may, in its sole discrefioavent a limited partner from
transferring his interest or any rights as a liship@rtner except in certain limited circumstandése general partner may exercise this right of
approval to deter, delay or hamper attempts bygmsrto acquire an interest in the Operating Pastrigr

The Articles of Incorporation and bylaws of the Guany contain a number of provisions that may hheeeffect of delaying or discouraging
an unsolicited proposal for the acquisition of @@mpany or the removal of incumbent management!'Bis& Factors -- Limits on Changes
in Control."

VOTING RIGHTS. Under the Partnership Agreement,limited partners generally do not have voting tigtelating to the operation and
management of the Operating Partnership. Limitethpes do have the right to vote on certain amemdsn® the Partnership Agreement. "
ownership of Units does not entitle the holder ¢loéto vote on any matter to be voted upon by tbekbiolders of the Company.

Stockholders of the Company have the right to woteamong other things, a merger or sale of alutastantially all of the assets of the
Company, amendments to the Articles of Incorporaté@rtain amendments to the bylaws and dissolatisghe Company. The Company is
managed and controlled by a Board of Directors isting of three classes having staggered term#ficEoEach class is to be elected by the
stockholders at annual meetings of the Companysidres of Common Stock have one vote, and theléstof Incorporation permit the
Board of
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Directors to classify and issue Preferred Stoakria or more series having voting power which méfgdfrom that of the Common Stock.

AMENDMENT OF THE PARTNERSHIP AGREEMENT OR THE ARTLES OF INCORPORATION. Amendments to the Partnership
Agreement may be proposed by the general partngy any limited partners holding 10 percent or mafrthe Partnership interests. Appro
of such an amendment requires the vote of the gepartner and the holders of a majority of thetflrincluding those Units held by the
general partner. Certain amendments may be appswlely by the general partner, such as, among ttiregs, amendments that would add
to the obligations of the general partner, refthetadmission, substitution, termination or withvdahof partners, or satisfy any legal
requirements. Certain amendments that affect théafmental rights of a limited partner must be apgddoy each affected limited partner.

The Company's Articles of Incorporation may nosbsended without the affirmative vote of at leastagority of the shares of capital stock
outstanding and entitled to vote thereon votingetbgr as a single class, provided that certainigians of the Articles of Incorporation may
not be amended without the approval of the holdéte/o-thirds of the shares of capital stock of @@mpany outstanding and entitled to vote
thereon voting together as a single class. The @ogip bylaws may be amended by the Board of Direcoa majority of the shares cast of
capital stock entitled to vote thereupon at a awalystituted meeting of stockholders.

VOTE REQUIRED TO DISSOLVE THE OPERATING PARTNERSH®R THE COMPANY. Under North Carolina law, the Ogtang
Partnership may be dissolved, other than in acoamlavith the terms of the Partnership Agreemeny;, opon the unanimous vote of the
limited partners.

Under Maryland law, the Company may be dissolvei)he affirmative vote of a majority of the emtiBoard of Directors declaring such
dissolution to be advisable and directing thatgteposed dissolution be submitted for consideraioan annual or special meeting of
stockholders, and (ii) upon proper notice, stockeohpproval by the affirmative vote of the holdefs majority of the total number of sha
of Stock outstanding and entitled to vote thereoting as a single class.

VOTE REQUIRED TO SELL ASSETS OR MERGE. Under thetRership Agreement, the sale, exchange, transfether disposition of all
or substantially all of the Operating Partnershissets or the merger or consolidation of the Qipgr&artnership requires the consent of the
general partner and holders of a majority of thistamding Units (including Units held by the geh@artner).

Under the MGCL, a corporation generally cannot selistantially all of its assets or merge withdwat approval of the holders of tvtbirds of
the shares entitled to vote on the matter unldssser percentage is set forth in the corporaticimester. The Company's charter contains such
a provision and provides that such actions maykert if approved by a majority of the shares ontfitey and entitled to vote thereon. The
MGCL establishes special requirements with respedtusiness combinations” between Maryland corpama and "interested stockholders”
unless exemptions are applicable. Among other #itige law prohibits for a period of five years arger and other specified or similar
transactions between a company and an interesiekhstlder and requires a supermajority vote fohsuansactions after the end of the five-
year period. The Company's Articles of Incorponationtain a provision exempting the Company fromréiguirements and provisions of
Maryland business combination statute. There camtassurance that such charter provisions wilbecdmended at any point in the future.

COMPENSATION, FEES AND DISTRIBUTIONS. The generalrmer does not receive any compensation for itscss as general partner
of the Operating Partnership. As a partner in tper@ing Partnership, however, the general pahagthe same right to allocations and
distributions as other partners of the Operatingrieaship. In addition, the Operating Partnerskimburses the general partner for
substantially all expenses incurred relating todhgoing operation of the Company and any offeahgartnership interests in the Operating
Partnership or capital stock of the Company.

The directors and officers of the Company recetmmpensation for their services.
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LIABILITY OF INVESTORS. Under the Partnership Agraent and applicable North Carolina law, the liapibf the limited partners for the
Operating Partnership's debts and obligationsngeigdly limited to the amount of their investmemtie Operating Partnership.

Under Maryland law, stockholders are not personallyle for the debts or obligations of the Company

NATURE OF INVESTMENT. The Units constitute equitytérests entitling each limited partner to a pta share of cash distributions me
to the limited partners of the Operating Partngrshhe Operating Partnership generally intendetaim and reinvest proceeds of the sale of
property or excess refinancing proceeds in itsimss.

The shares of Common Stock constitute equity isteri@ the Company. The Company is entitled toiveciés pro rata share of distributions
made by the Operating Partnership with respedigdnits, and each stockholder will be entitlethi®opro rata share of any dividends or
distributions paid with respect to the Common Stddie dividends payable to the stockholders ardixed in amount and are only paid if,
when and as declared by the Board of Directorsrdier to qualify as a REIT, the Company must distieé 95% of its taxable income
(excluding capital gains), and any taxable incomeli{ding capital gains) not distributed will bebgect to corporate income tax.

POTENTIAL DILUTION OF RIGHTS. The general partndrtbe Operating Partnership is authorized, indlg sliscretion and without
limited partner approval, to cause the Operatingneeship to issue additional limited partnersiteiests and other equity securities for any
partnership purpose at any time to the limitedrmag or to other persons on terms establishedebgeheral partner.

The Board of Directors of the Company may issuésidiscretion, additional shares of Common Stac#t have the authority to issue from
the authorized capital stock a variety of otherigggecurities of the Company with such powersfgmences and rights as the Board of
Directors may designate at the time. The issuaheéditional shares of either Common Stock or ottierilar equity securities may result in
the dilution of the interests of the stockholders.

LIQUIDITY. The limited partners generally may trdesall or a portion of their interests in the Ogiténg Partnership to a transferee, subject
to the one-year lockip provisions and certain limitations imposed byefiml and state securities laws. No transfereeekiery will be admitte
to the Operating Partnership as a substitute ldrpirtner having the rights of a limited partnethout the consent of the Company as the
general partner and provided that certain otheditimns are met, including an agreement to be bdaynthe terms and conditions of the
Partnership Agreement.

Upon the effectiveness of the Registration Statérmewhich this Prospectus is a part, the Regist&eares will be freely transferable as
registered securities under the Securities Act. Chmmon Stock is listed on the NYSE. The breadthsirength of this market will depend,
among other things, upon the number of sharesamdstg, the Company's financial results and prdsp#e general interest in the
Company's and other real estate investments anddhmany's dividend yield compared to that of ottelst and equity securities.
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REGISTRATION RIGHTS

The registration of the Registered Shares purgoahe Registration Statement of which this Progpeis a part will discharge the Compai
obligations under the terms of the Registrationh&ghgreements for the benefit of holders or thesignees (the "Holders") of the securities
issued in the Eakin & Smith Transaction. The foilogvsummary does not purport to be complete andadified in its entirety by reference
the Registration Rights Agreements.

Under the Registration Rights Agreements, the Campjsobligated to use its reasonable effortsleodind cause to be declared effective
under the Securities Act a "shelf registrationtestgent covering the Registered Shares. The Compaalyo required to use its reasonable
efforts to keep the shelf registration statementiooously effective until all the Registered Stsanave been issued or disposed of pursue
the Registration Statement or may be issued opdexpof in a transaction exempt from this registreaind prospectus delivery requirements
of the Securities Act and applicable state seasitws.

The Registered Shares may not be resold pursudim fRegistration Statement unless the Holder dirsts notice to the Company of his or
her intention to dispose of the Registered Shamdshas received notice from the Company that thgsRation Statement and any
amendments thereto are effective. After 60 day® freceipt of such notice from the Company, Holdeust once again give notice to the
Company prior to making offers or sales under thgiRration Statement.

Pursuant to the Registration Rights AgreementsCthmapany has agreed to pay all expenses in coonegtth the registration of the
Registered Shares (other than underwriting dissoantl commissions, fees and disbursements of doepsesenting the Holders, and
transfer taxes, if any). The Company has also agi@ademnify each Holder and its officers anakdiors and any person, if any, who
controls any Holder against certain losses, clattamages and expenses arising from any untruerstater alleged untrue statement or
omission or alleged omission, provided that suatestent or omission cannot be traced back to thedfidn addition, each Holder has
agreed to indemnify the Company and other Holderd,each of their respective directors and offiderthe same extent as discussed above.
However such indemnification shall be provided dioilyany loss, claim, damage or expense arisingbutritten information furnished to tl
Company by such Holder expressly for use in theiftegion Statement or Prospectus, or any amendorentpplement thereto.
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FEDERAL INCOME TAX CONSIDERATIONS

The following summary of certain Federal income ¢arsiderations to the Company is based on culaentis for general purposes only, and
is not tax advice. The summary addresses the rabE&deral income tax considerations relating #oGompany's REIT status, as well as
material Federal income tax considerations relatindpe Operating Partnership. The tax treatmeattodlder of any of the Securities will vi
depending upon the terms of the specific securdgegiired by such holder, as well as his particsitaiation, and this discussion does not
attempt to address any aspects of Federal incaxaéda relating to holders of Securities. Certaguéral income tax considerations relevant
to holders of the Securities will be provided ie tipplicable Prospectus Supplement relating thereto

EACH INVESTOR IS ADVISED TO CONSULT HIS OWN TAX ADVOR REGARDING THE TAX CONSEQUENCES TO HIM OF
THE PURCHASE, OWNERSHIP AND SALE OF THE OFFERED SHRATIES, INCLUDING THE FEDERAL, STATE, LOCAL,
FOREIGN AND OTHER TAX CONSEQUENCES OF SUCH PURCHASBNNERSHIP AND SALE AND OF POTENTIAL CHANGES
IN APPLICABLE TAX LAWS.

TAXATION OF THE COMPANY ASA REIT

GENERAL. Commencing with its taxable year endedddelser 31, 1994, the Company has elected to be texadeal estate investment t
under sections 856 through 860 of the Code. Theganmbelieves that, commencing with its taxable yealed December 31, 1994, it has
been organized and is operating in such a manrtercglify for taxation as a REIT under the Coalej the Company intends to continue to
operate in such a manner, but no assurance camdretbat it has operated or will operate in a neargo as to qualify or remain qualified.

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

Smith Helms Mulliss & Moore, L.L.P. has acted as¢aunsel to the Company in connection with therifig of the Securities and the
Company's election to be taxed as a REIT and impir@on of Smith Helms Mulliss & Moore, L.L.P., monencing with the Company's
taxable year ended December 31, 1994, the Compmipden organized and operated in conformity wighréquirements for qualification

and taxation as a REIT under the Code, and the @oyscurrent organization and proposed methogefation will enable it to continue to
meet the requirements for qualification and taxatie a REIT under the Code. This opinion is basetthe factual representations of the
Company concerning its business and propertiesedar, such qualification and taxation as a RElpetels upon the Company's ability to
meet the various qualification tests imposed utigeCode discussed below on a continuing basisutjtr actual annual operating results,
distribution levels and diversity of stock ownegshhccordingly, no assurance can be given thaatteal results of the Company's operations
for any particular taxable year will satisfy suelguirements.

FEDERAL INCOME TAXATION OF THE COMPANY

If the Company qualifies for taxation as a REITgenerally will not be subject to Federal corpoiat®me tax on that portion of its ordinary
income or capital gain that is currently distritiite stockholders. The REIT provisions of the Cgdaerally allow a REIT to deduct
distributions paid to its stockholders substantialiminating the Federal "double taxation" on éags (once at the corporate level when
earned and once again at the stockholder level whstributed) that usually results from investmenta corporation. Nevertheless, the
Company will be subject to Federal income tax #lsvis: First, the Company will be taxed at regudarporate rates on its undistributed R
taxable income, including undistributed net capisihs. Second, under certain circumstances, thep@oy may be subject to the "alternative
minimum tax" as a consequence of its items of t@tgpence. Third, if the Company has net incommftbe sale or other disposition of
"foreclosure property” that is held primarily fale to customers in the ordinary course of businesgher non-qualifying income from
foreclosure property, it will be subject to taxla highest corporate rate on such income. Foiiitthe Company has net income from
prohibited transactions (which are,
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in general, certain sales or other dispositiongroperty other than foreclosure property held pritpdor sale to customers in the ordinary
course of business), such income will be subjeat100% tax. Fifth, if the Company should fail &disfy either of the 75% or 95% gross
income tests (discussed below) but has nonethelasgained its qualification as a REIT becauseageidther requirements have been met, it
will be subject to a 100% tax on the net incomgelaitable to the greater of the amount by whichGloenpany fails either the 75% or 95%
test, multiplied by a fraction intended to refldoé Company's profitability. Sixth, if the Compdiiayls to distribute during each year at least
the sum of (i) 85% of its ordinary income for sy@ar, (ii) 95% of its capital gain net income forch year and (iii) any undistributed taxable
income from prior periods, the Company will be sabjto a 4% excise tax on the excess of such medjdistribution over the amounts
actually distributed. Seventh, if the Company stadquire any asset from a C corporation (i.eqrparation generally subject to full
corporate-level tax) in a carryover-basis transacéind the Company subsequently recognizes gdineodisposition of such asset during the
10-year period (the "Recognition Period") beginnimgthe date on which the asset was acquired bgonepany, then, to the extent of the
excess of (a) the fair market value of the assef &% beginning of the applicable Recognitioni&&over (b) the Company's adjusted basis
in such asset as of the beginning of such RecagnReriod (the "Built-In Gain"), such gain will kebject to tax at the highest regular
corporate rate, pursuant to guidelines issued &yRI$ (the "Built-In Gain Rules").

REQUIREMENTSFOR QUALIFICATION

To qualify as a REIT, the Company has elected tedoeeated and must meet the requirements, disgidow, relating to the Company's
organization, sources of income, nature of assetglestributions of income to stockholders.

ORGANIZATIONAL REQUIREMENTS. The Code defines a REds a corporation, trust or association: (i) tekahanaged by one or more
trustees or directors,

(i) the beneficial ownership of which is evidendadtransferable shares or by transferable ceatéig of beneficial interest, (iii) that would
taxable as a domestic corporation but for the REefuirements, (iv) that is neither a financial itngton nor an insurance company subject to
certain provisions of the Code, (v) the benefioiahership of which is held by 100 or more persamsg] (vi) during the last half of each
taxable year not more than 50% in value of thetanting stock of which is owned, directly or inditlg, through the application of certain
attribution rules, by five or fewer individuals (dsfined in the Code to include certain entiti&s)addition, certain other tests regarding the
nature of its income and assets, described belew naust be satisfied. The Code provides that dimmdi (i) through (iv), inclusive, must be
met during the entire taxable year and that coonlifr) must be met during at least 335 days okalie year of 12 months, or during a
proportionate part of a taxable year of less tHambnths. For purposes of conditions (v) and @énsion funds and certain other tax-exempt
entities are treated as individuals or persongestio a "look-through™ exception in the case afdition (vi). In addition, the Company's
Articles of Incorporation currently include certagstrictions regarding transfer of its Common 8fa¢hich restrictions are intended (among
other things) to assist the Company in continumgatisfy conditions (v) and (vi) above.

In the case of a REIT that is a partner in a pastrip, Treasury Regulations provide that the REITlve deemed to own its proportionate
share of the assets of the partnership and willdened to be entitled to the income of the partigittributable to such share. In addition,
the character of the assets and gross income @fitttieership retain the same character in the hafti® REIT for purposes of Section 85¢
the Code, including satisfying the gross incoméstaad asset tests. Thus, the Company's propaetishare of the assets, liabilities and it

of income of the Operating Partnership (including ©Operating Partnership's share of the assetiaduildies and items of income with
respect to any partnership in which it holds asriest) will be treated as assets, liabilities aaohs of income of the Company for purposes of
applying the requirements described herein.

INCOME TESTS. In order to maintain qualification@a&EIT, the Company annually must satisfy thresgincome requirements. First, at
least 75% of the Company's gross income (exclugings income from prohibited transactions) for eagiable year must be derived directly
or indirectly from investments relating to real pesty; including investments in other REITS, or tgages on real property (including "rents
from real property" and, in certain circumstandéeterest) or from certain types of temporary inmestts. Second, at least 95% of the
Company's gross income (excluding gross income fyoohibited transactions) for each taxable yeartrhaglerived from such real property
investments, dividends, interest and gain fromstide or disposition of stock or securities (or frany combination of the foregoing). Third,
short-term gain from the sale or other dispositibstock or securities, gain from
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prohibited transactions and gain on the sale aradisposition of real property held for less tii@ur years (apart from involuntary
conversions and sales of foreclosure property) magsesent less than 30% of the Company's grossi@gincluding gross income from
prohibited transactions) for each taxable year.

Rents received by the Company will qualify as "sgfinom real property” in satisfying the gross in@raquirements for a REIT described
above only if several conditions are met. First, dmount of rent must not be based in whole oaih @n the income or profits of any person.
However, an amount received or accrued generallynai be excluded from the term "rents from reaperty” solely by reason of being
based on a fixed percentage or percentages opteawisales. Second, the Code provides that recé$ved from a tenant will not qualify as
“rents from real property" in satisfying the grassome tests if the REIT, or an owner of 10% of enof the REIT, directly or constructively
owns 10% or more of such tenant (a "Related Pahamt"). Third, if rent attributable to personabperty, leased in connection with a lease
of real property, is greater than 15% of the togak received under the lease, then the portioemdfattributable to such personal property
not qualify as "rents from real property." Finallgr rents received to qualify as "rents from neaperty,” the REIT generally must not
operate or manage the property or furnish or resdriices to the tenants of such property, otrer through an independent contractor from
whom the REIT derives no revenue, provided, howether Company may directly perform certain servited are "usually or customarily
rendered" in connection with the rental of spageofcupancy only and are not otherwise considemeadered to the occupant” of the

property.

The Company does not currently charge and doeantimipate charging rent that is based in wholm qgrart on the income or profits of any
person. The Company also does not anticipate aifigiéving rent attributable to personal properysied in connection with real property that
exceeds 15% of the total rents or receiving remhfRelated Party Tenants.

The Operating Partnership does provide certainseswith respect to the Properties. The Compaligyes that the services with respect to
the Properties that are and will be provided diyeste usually or customarily rendered in connettigth the rental of space for occupancy
only and are not otherwise rendered to particélaants and therefore that the provision of suchices will not cause rents received with
respect to the Properties to fail to qualify agsdrom real property. Services with respect toRheperties that the Company believes may
be provided by the Company or the Operating Pastgdirectly without jeopardizing the qualificatief rent as "rents from real property"
will be performed by independent contractors.

The Operating Partnership and the Company recee®ih consideration of the performance of propadpagement and brokerage and
leasing services with respect to certain Propentigowned entirely by the Operating PartnershimhSees will not qualify under the 75% or
the 95% gross income tests. The Operating Partipeatdo may receive certain other types of inconté vespect to the properties it owns
that will not qualify for either of these tests.dddition, distributions on the Operating Partngr'ststock in the Service Companies will not
qualify under the 75% gross income test. The Compatieves, however, that the aggregate amouniaif fees and other non-qualifying
income in any taxable year will not cause the Camgia exceed the limits on non-qualifying incomealeneither the 75% or the 95% gross
income test.

If the Company fails to satisfy one or both of #%6 or 95% gross income tests for any taxable yearay nevertheless qualify as a REIT
that year if it is eligible for relief under cengprovisions of the Code. These relief provisionislve generally available if (i) the Company's
failure to meet these tests was due to reasonahkecand not due to willful neglect,

(if) the Company attaches a schedule of the sowftigs income to its Federal income tax return éidany incorrect information on the
schedule is not due to fraud with intent to evade It is not possible, however, to state whethelli circumstances the Company would be
entitled to the benefit of these relief provisioRer example, if the Company fails to satisfy thesg income tests because non-qualifying
income that the Company intentionally incurs exsethé limits on such income, the IRS could conclind¢ the Company's failure to satisfy
the tests was not due to reasonable cause. Assdesg@bove in " -- Federal Income Taxation of tam@any," even if these relief provisions
apply, a tax would be imposed with respect to ttiess net income. No similar mitigation provisianydes relief if the Company fails the
30% income test, and in such case, the Companydwmalse to qualify as a REIT.
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ASSET TESTS. At the close of each quarter of itsltde year, the Company also must satisfy thrae tekating to the nature and
diversification of its assets. First, at least 76Pthe value of the Company's total assets musepeesented by real estate assets, including
shares in other REITS, cash, cash items and gowesrnsecurities. Second, no more than 25% of thepgaogis total assets may be
represented by securities other than those in3b& &set class. Third, of the investments includéke 25% asset class, the value of any one
issuer's securities owned by the Company may re#ezk5% of the value of the Company's total asaetsthe Company may not own more
than 10% of any one issuer's outstanding votingriees.

The 5% test must generally be met for any quantertiich the Company acquires securities of an isguaus, this requirement must be
satisfied not only on the date on which the Compatuired the securities of the Service Compabigisalso each time the Company
increases its ownership of their respective sdesr{tncluding as a result of increasing its inseie the Operating Partnership as limited
partners exercise their redemption rights). AltHotlge Company plans to take steps to ensure thatigfies the 5% value test for any quarter
with respect to which retesting is to occur, theaa be no assurance that such steps will alwagsidmessful or will not require a reduction in
the Company's overall interest in either of thevi8erCompanies.

The Operating Partnership owns 100% of the nongattock and 1% of the voting stock of each of teevi8e Companies, and by virtue of
ownership of Units, the Company will be considet@dwn its pro rata share of such stock. NeitherGompany nor the Operating
Partnership, however, will own more than 1% oftb#ng securities of either of the Service Companie addition, the Company and its
senior management do not believe that the Comppny'sata share of the value of the securitiedtbee of the Service Companies exceeds
5% of the total value of the Company's assets.ddrapany's belief is based in part upon its analykike estimated value of the securitie:
each of the Service Companies owned by the OpgrBtimtnership relative to the estimated value efotiher assets owned by the Operating
Partnership. No independent appraisals will beinbthto support this conclusion, and Smith Helmdliski& Moore, L.L.P., in rendering its
opinion as to the qualification of the Company &E4T, is relying on the conclusions of the Compang its senior management as to the
value of the securities of each of the Service Caomgs. There can be no assurance, however, thiR&hmight not contend that the value of
such securities held by the Company (through ther&@jmg Partnership) exceeds the 5% value limitatio

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

ANNUAL DISTRIBUTION REQUIREMENTS. In order to bexad as a REIT, the Company is required to distelglitidends (other than
capital gain dividends) to its stockholders in amant at least equal to (a) the sum of (i) 95%hef€ompany's "REIT taxable

income" (computed without regard to the dividendsdpleduction and the Company's capital gain) an€i5% of the net income, if any,
from foreclosure property in excess of the spedeialon income from foreclosure property, minustfi® sum of certain items of non-cash
income. Such distributions must be paid in the héexgear to which they relate, or in the followitagable year, if declared before the
Company timely files its Federal income tax retiansuch year and if paid on or before the firgfular dividend payment after such
declaration. Even if the Company satisfies thegoneg distribution requirements, to the extent thatCompany does not distribute all of its
net capital gain or "REIT taxable income" as adjdstt will be subject to tax thereon at regulgpita gains or ordinary corporate tax rates.
Furthermore, if the Company should fail to disttdduring each calendar year at least the sum) &% of its ordinary income for that year,
(b) 95% of its capital gain net income for thatiyaad (c) any undistributed taxable income fronoipperiods, the Company would be subject
to a 4% excise tax on the excess of such requistdiiition over the amounts actually distributedaddition, during its Recognition Period,
if the Company disposes of any asset subject t8tfile In Gain Rules, the Company will be required, pundda guidance issued by the IF
to distribute at least 95% of the Built-In Gaintéaftax), if any, recognized on the dispositiorthef asset.

The Company intends to make timely distributiorlicient to satisfy the annual distribution requirents. In this regard, the Operating
Partnership Agreement authorizes the Company, rerglepartner, to take such steps as
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may be necessary to cause the Operating Partneestiigtribute to its partners an amount sufficienpermit the Company to meet these
distribution requirements.

It is expected that the Company's REIT taxablenmeavill be less than its cash flow due to the allose of depreciation and other non-cash
charges in computing REIT taxable income. Accorljinthe Company anticipates that it will generdigve sufficient cash or liquid assets to
enable it to satisfy the 95% distribution requiredt is possible, however, that the Company, ftone to time, may not have sufficient ce
or other liquid assets to meet the 95% distributeguirement or to distribute such greater amoamhay be necessary to avoid income and
excise taxation, due to timing differences between

(i) the actual receipt of income and the actuahpent of deductible expenses and (ii) the inclusibsuch income and the deduction of such
expenses in arriving at taxable income of the Campar as a result of nondeductible cash experebtauch as principal amortization or
capital expenditures in excess of noncash dedwgctiarthe event that such timing differences octhe,Company may find it necessary to
arrange for borrowings or, if possible, pay taxaditeek dividends in order to meet the distributiequirement.

Under certain circumstances, the Company may hketabectify a failure to meet the distribution ueg@ment for a year by paying "deficier
dividends" to shareholders in a later year, whigyne included in the Company's deduction for @imigs paid for the earlier year. Thus, the
Company may be able to avoid being taxed on amadalisiisbuted as deficiency dividends. The Compailly thowever, be required to pay
interest based upon the amount of any deductiamtéd deficiency dividends.

FAILURE TO QUALIFY

If the Company fails to qualify for taxation as &IR in any taxable year and the relief provisionsndt apply, the Company will be subjec
tax (including any applicable alternative minimuaston its taxable income at regular corporatestddéstributions to shareholders in any
year in which the Company fails to qualify will no¢ deductible by the Company nor will they be regfito be made. In such event, to
extent of current or accumulated earnings and tstddll distributions to stockholders will be dieitds, taxable as ordinary income, except
that, subject to certain limitations of the Coderporate distributees may be eligible for the dividsreceived deduction. Unless the Comg.

is entitled to relief under specific statutory pions, the Company also will be disqualified frtamation as a REIT for the four taxable years
following the year during which qualification wasst. It is not possible to state whether in akteimstances the Company would be entitle
such statutory relief. For example, if the Compéails to satisfy the gross income tests becauseguatifying income that the Company
intentionally incurs exceeds the limit on such imeo the IRS could conclude that the Company'sraiio satisfy the tests was not due to
reasonable cause.

TAXATION OF U.S. STOCKHOLDERS

As used herein, the term "U.S. Stockholder" meamsl@er of Common Stock that (for Federal incomeparposes) (a) is a citizen or resic
of the United States, (b) is a corporation, paghigr or other entity created or organized in orartle laws of the United States or of any
political subdivision thereof or (c) is an estatdrast, the income of which is subject to Fedarabme taxation regardless of its source. For
any taxable year for which the Company qualifiestéxation as a REIT, amounts distributed to tagdhlS. Stockholders will be taxed as
discussed below.

DISTRIBUTIONS GENERALLY. Distributions to U.S. Stkholders, other than capital gain dividends diseddselow, will constitute
dividends up to the amount of the Company's cumeaccumulated earnings and profits and, to tkigng, will be taxable to the stockhold
as ordinary income. These distributions are ngildk for the dividends-received deduction for aogiions. To the extent that the Company
makes a distribution in excess of its current @uatulated earnings and profits, the distributioh e treated first as a tax-free return of
capital, reducing the tax basis in the U.S. Stolddrts Common Stock, and the distribution in exadssuch basis will be taxable as gain
realized from the sale of its Common Stock. Dividedeclared by the Company in October, Novemb&eaember of any year payable to a
stockholder of record on a specified date in arghsuonth shall be treated as both paid by the Cagnpad received by the stockholders on
December 31 of the year, provided that the dividear@ actually paid by the Company during Januftigeofollowing calendar year.
Stockholders are not allowed to include on theindv@deral income tax returns any tax losses o€trapany.
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The Company will be treated as having sufficiemhesys and profits to treat as a dividend any itigtion by the Company up to the amount
required to be distributed in order to avoid impiosi of the 4% excise tax discussed in " -- Federadme Taxation of the Company" above.
Moreover, any "deficiency dividend" will be treatad an ordinary or capital gain dividend, as tteegaay be, regardless of the Company's
earnings and profits. As a result, stockholders beyequired to treat certain distributions thatildaotherwise result in a tax-free return of
capital as taxable dividends.

CAPITAL GAIN DISTRIBUTIONS. Distributions to U.S.t8ckholders that are properly designated by the @2om as capital gain
distributions will be treated as long-term capgains (to the extent they do not exceed the Compaayual net capital gain) for the taxable
year without regard to the period for which thecktmlder has held his stock. However, corporatek$tolders may be required to treat uj
20% of certain capital gain dividends as ordinaigoime. Capital gain dividends are not eligibletfa dividends-received deduction for
corporations.

PASSIVE ACTIVITY LOSS AND INVESTMENT INTEREST LIMITATIONS. Distributions from the Company and gainnfrthe
disposition of Common Stock will not be treatecpassive activity income, and therefore stockholeéélisnot be able to apply any "passive
losses" against such income. Dividends from the @omw (to the extent they do not constitute a retdircapital) will generally be treated as
investment income for purposes of the investmetetr@st limitation; net capital gain from the dispios of Common Stock or capital gain
dividends generally will be excluded from investmigircome.

CERTAIN DISPOSITIONS OF SHARES. Losses incurredlomsale or exchange of Common Stock held fortless six months (after
applying certain holding period rules) will be desdong-term capital loss to the extent of any tzdgiain dividends received by the selling
stockholder from those shares.

TREATMENT OF TAX-EXEMPT STOCKHOLDERS. Distributiorfsom the Company to a tax-exempt employee pensimt or other
domestic tax-exempt shareholder generally willgmitstitute "unrelated business taxable income" TUBunless the stockholder has
borrowed to acquire or carry its Common Stock. @iedl trusts that hold more than 10% (by value}haf shares of certain REITs may be
required to treat a certain percentage of suchld@'RHEistributions as UBTI. This requirement wipgy only if (i) the REIT would not qualif
as such for Federal income tax purposes but foapipdication of a "look-through" exception to tlieefor fewer requirement applicable to
shares held by qualified trusts and (ii) the RETgredominantly held" by qualified trusts. A REETpredominantly held if either (i) a single
qualified trust holds more than 25% by value of REEIT interests or (ii) one or more qualified tsystach owning more than 10% by value of
the REIT interests, hold in the aggregate more 8@ of the REIT interests. The percentage of aByTRIividend treated as UBTI is equal
to the ratio of (a) the UBTI earned by the REIB#ting the REIT as if it were a qualified trust dhdrefore subject to tax on UBTI) to (b) the
total gross income (less certain associated expgp$¢he REIT. A de minimis exception applies whtre ratio set forth in the preceding
sentence is less than 5% for any year. For thegmpes, a qualified trust is any trust describe8ention 401 (a) of the Code and exempt
from tax under Section 501(a) of the Code. The igiomns requiring qualified trusts to treat a pantimf REIT distributions as UBTI will not
apply if the REIT is able to satisfy the five onfer requirement without relying upon the "look-thgh" exception. The restrictions on
ownership of Common Stock in the Articles of Incargtion generally will prevent application of theopisions treating a portion of REIT
distributions as UBTI to tax-exempt entities pursing Common Stock, absent a waiver of the restristby the Board of Directors.

SPECIAL TAX CONSIDERATIONS FOR NON-U.S. STOCKHOLDERS

The rules governing United States income taxatfamoa-resident alien individuals, foreign corpooats, foreign partnerships and foreign
trusts and estates (collectively, "Non-U.S. Stod#tbis") are complex, and the following discussi®imiended only as a summary of these
rules. Prospective Non-U.S. Stockholders shoulaabbnvith their own tax advisors to determine timpact of Federal, state and local income
tax laws on an investment in the Company, inclug@ing reporting requirements.

In general, Non-U.S. Stockholders will be subjeatdgular Federal income tax with respect to tisiestment in the Company if the
investment is "effectively connected" with the NOrs. Stockholder's conduct of a trade or busines$ise United States. A corporate Non-
U.S. Stockholder that receives income that isgdraated as) effectively connected with a U.Sletrar business may also be subject to the
branch profits tax under Section 884 of the Code,
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which is payable in addition to regular United S8taFederal corporate income tax. The followinguson will apply to Non-U.S.
Stockholders whose investment in the Company isoaffectively connected.

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

it is made out of current or accumulated earnimgs@ofits. Generally, any ordinary income dividemidl be subject to a Federal income tax
equal to 30% of the gross amount of the dividendamthis tax is reduced by an applicable taxyre&ich a distribution in excess of the
Company's earnings and profits will be treated &issa return of capital that will reduce a Non-Us®ckholder's basis in its Common Stock
(but not below zero) and then as gain from theafigfpn of such shares, the tax treatment of whidescribed under the rules discussed
below with respect to dispositions of Common Stock.

Distributions by the Company that are attributablgain from the sale or exchange of a United Stedal property interest will be taxed to a
Non-U.S. Stockholder under the Foreign InvestmentaalfProperty Tax Act of 1980 ("FIRPTA"). Under FIR®, such distributions are
taxed to a Non-U.S. Stockholder as if the distiing were gains "effectively connected” with a @diStates trade or business. Accordingly,
a Non-U.S. Stockholder will be taxed at the norozdital gain rates applicable to a U.S. Stockholgebject to any applicable alternative
minimum tax and a special alternative minimum takhie case of non-resident alien individuals).

Although tax treaties may reduce the Company'shwitting obligations, the Company generally willfeguired to withhold from
distributions to Non-U.S. Stockholders, and remitite IRS, (i) 35% of designated capital gain divids (or, if greater, 35% of the amount of
any distributions that could be designated as abgéin dividends) and (ii) 30% of ordinary dividkenpaid out of earnings and profits. In
addition, if the Company designates prior distridns as capital gain dividends, subsequent didtabs, up to the amount of such prior
distributions, will be treated as capital gain damds for purposes of withholding. A distributionexcess of the Company's earnings and
profits will be subject to 30% dividend withholdini§ the amount of tax withheld by the Company wiéspect to a distribution to a Non-U.S.
Stockholder exceeds the stockholder's United Stakeability with respect to such distributiomet Non-U.S. Stockholder may file for a
refund of such excess from the IRS.

Unless the Common Stock constitutes a "United Stagtal property interest" within the meaning of IR\, a sale of Common Stock by a
Non-U.S. Stockholder generally will not be subjecFderal income taxation. The Common Stock will cmistitute a United States real
property interest if the Company is a "domesticatintrolled REIT." A domestically controlled REIF @& REIT in which at all times during a
specified testing period less than 50% in valuisoghares is held directly or indirectly by NonSUStockholders. It is currently anticipated
that the Company will be a domestically controlRHEIT and therefore that the sale of Common Stodknet be subject to taxation under
FIRPTA. However, because the Common Stock will bieliply traded, no assurance can be given thaCtirapany will continue to be a
domestically controlled REIT. Notwithstanding theedgoing, capital gains not subject to FIRPTA Wil taxable to a Nob-S. Stockholder i
the Non-U.S. Stockholder is a non-resident aligividual who is present in the United States faB #i@ys or more during the taxable year
and certain other conditions apply, in which cédmerion-resident alien individual will be subjectt80% tax on his or her U.S. source capital
gains. If the Company were not a domestically ailed REIT, whether a Non-U.S. Stockholder's sél€a@ammon Stock would be subject to
tax under FIRPTA as a sale of a United Statespregderty interest would depend on whether the Com8tock were "regularly traded" on
an established securities market (such as the Na Stock Exchange) on which the Common Stock béllisted and on the size of the
selling stockholder's interest in the Companyhé gain on the sale of Common Stock were subjeetdation under FIRPTA, the Non-U.S.
Stockholder would be subject to the same treatme@t U.S. Stockholder with respect to the gainjéstibo applicable alternative minimum
tax and a special alternative minimum tax in theeaaf non-resident alien individuals). In additidistributions that are treated as gain from
the disposition of Common Stock and that are stitjetax under FIRPTA also may be subject to a 8d&mch profit tax when made to a
foreign corporate stockholder that is not entitieeither a reduced rate or an exemption undezaytrin any event, a purchaser of Common
Stock from a Non-U.S. Stockholder will not be regdito withhold under FIRPTA on the purchase pifitke purchased Common Stock is
“regularly traded" on an established securitiesketaor if the Company is a domestically controlREIT. Otherwise, under FIRPTA the
purchaser of Common Stock from a Non-U.S. Stockérofday be required to withhold 10% of the purcharsee and remit this amount to the
IRS.
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INFORMATION REPORTING REQUIREMENTSAND BACKUP WITHHOLDING TAX

Under certain circumstances, U.S. Stockholders Imeasubject to backup withholding at a rate of 3i¥payments made with respect to, or
cash proceeds of a sale or exchange of, Commok.Backup withholding will apply only if the hold¢i) fails to furnish his or her taxpayer
identification number ("TIN") (which, for an indiguial, would be his or her Social Security Number),

(i) furnishes an incorrect TIN, (iii) is notifieby the IRS that he or she has failed to report @rggpayments of interest and dividends or is
otherwise subject to backup withholding or (iv) endertain circumstances, fails to certify, undemgdties of perjury, that he or she has
furnished a correct TIN and (a) that he or sherfeadeen notified by the IRS that he or she isextlip backup withholding for failure to
report interest and dividend payments or (b) tleadhshe has been notified by the IRS that he ®issho longer subject to backup
withholding. Backup withholding will not apply wittespect to payments made to certain exempt rextgisuch as corporations and tax-
exempt organizations.

U.S. Stockholders should consult their own tax sohd regarding their qualifications for exemptioonii backup withholding and the
procedure for obtaining such an exemption. Backitphelding is not an additional tax. Rather, theoaimt of any backup withholding with
respect to a payment to a U.S. Stockholder withltved as a credit against the U.S. Stockholdémised States Federal income tax liability
and may entitle the U.S. Stockholder to a refumdyiped that the required information is furnishedhe IRS.

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

TAX ASPECTS OF THE OPERATING PARTNERSHIP

GENERAL. Substantially all of the Company's investits are held through the Operating Partnershigeireral, partnerships are "pass-
through" entities which are not subject to Federadme tax. Rather, partners are allocated thepgrtionate shares of the items of income,
gain, loss, deduction and credit of a partnersdmj, are potentially subject to tax thereon, withegiard to whether the partners receive a
distribution from the partnership. The Company s in its income its proportionate share of tregoing Operating Partnership items for
purposes of the various REIT income tests anderctdmputation of its REIT taxable income. Moreover purposes of the REIT asset tests,
the Company includes its proportionate share aftageeld by the Operating Partnership.

ENTITY CLASSIFICATION. The Company's interest iret®perating Partnership involves special tax camatibns, including the

possibility of a challenge by the IRS of the staifithe Operating Partnership as a partnershipgassed to an association taxable as a
corporation) for Federal income tax purposes.df@perating Partnership is treated as an assagidtioould be taxable as a corporation and
therefore subject to an entity-level tax on itsoime. In such a situation, the character of the Gomis assets and items of gross income
would change, which would prevent the Company fopralifying as a REIT. See " -- Failure to QualiBtiove for a discussion of the effect
of the Company's failure to meet such tests faxalile year. In addition, any change in the Opega®artnership's status for tax purposes
might be treated as a taxable event in which das€bmpany might incur a tax liability without arglated cash distributions.

Under Treasury Regulations effective as of Jantia®97, an entity formed as a partnership pridra®7 will be treated as a partnership for
Federal income tax purposes rather than a corporat long as (i) the entity had a reasonable Ifadisin the meaning of Code Section
6662) for its claimed classification; (ii) the @gtand all members of the entity recognized thefabitax consequences of any change in the
entity's classification within the sixty monthsqrio January 1, 1997; and (iii) neither the entity any member was notified in writing on or
before May 8, 1996, that the classification of ¢&imity was under examination. In connection with fiing of the Registration Statement of
which this Prospectus is a part, Smith Helms MsilisMoore, L.L.P. has delivered its opinion datedrish 28, 1997 to the effect that based
on the provisions of the Partnership Agreementagefactual assumptions and representations destin the opinion, and the Regulations
as now in effect, the Operating Partnership wiltleated as a partnership for Federal income taggses. Smith Helms Mulliss & Moore,
L.L.P. undertakes no obligation to update this mpirsubsequent to such date. Unlike a privaterletiféng, an opinion of counsel is not
binding on the IRS, and no assurance
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can be given that the IRS will not challenge tleust of the Operating Partnership as a partnefshipederal income tax purposes.

TAX ALLOCATIONS WITH RESPECT TO THE PROPERTIES. Ruant to Section 704(c) of the Code, income, dasgs, and deduction
attributable to appreciated or depreciated propgsugh as the Properties) that is contributedpartership in exchange for an interest in the
partnership, must be allocated in a manner sudhthbacontributing partner is charged with, or Haéadrom, respectively, the unrealized gain
or unrealized loss associated with the propertii@time of the contribution. The amount of sucheatized gain or unrealized loss in
generally equal to the difference between therfeirket value of contributed property at the timeaftribution, and the adjusted tax basis of
such property at the time of contribution (a "Bobdx Difference™). Such allocations are solely fedEral income tax purposes and do not
affect the book capital accounts or other econamiegal arrangements among the partners. The @pgRartnership was formed by way of
contributions of appreciated property (including #roperties). Consequently, the Partnership Ageeénequires such allocations to be made
in a manner consistent with

Section 704(c) of the Code.

In general, the partners who have contributed peship interests in the Properties to the Operdiagnership (the "Contributing Partners™)
will be allocated lower amounts of depreciation wgns for tax purposes than such deductions woelifl determined on a pro rata basis
addition, in the event of the disposition of anytied contributed assets (including the Propertigsth have a Book-Tax Difference, all
income attributable to such Book-Tax Differencel wénerally be allocated to the Contributing Partnand the Company will generally be
allocated only its share of capital gains attribigao appreciation, if any, occurring after thesihg of any offering of Securities. This will
tend to eliminate the BooKax Difference over the life of the Operating Parship. However, the special allocation rules afttda 704(c) d«
not always entirely eliminate the Book-Tax Diffeceron an annual basis or with respect to a spdaif@ble transaction such a sale. Thus, the
carryover basis of the contributed assets in tmelfiaf the Operating Partnership will cause the amy to be allocated lower depreciation
and other deductions, and possibly amounts of taxabome in the event of a sale of such contrith@ssets in excess of the economic or
book income allocated to it as a result of such.skthis may cause the Company to recognize taxatdene in excess of cash proceeds,
which might adversely affect the Company's abilityomply with the REIT distribution requirements.

See " -- Requirements for Qualification -- ANNUALSTIRIBUTION REQUIREMENTS."

Treasury Regulations under Section 704(c) of theéeQarovide partnerships with a choice of severahous of accounting for Book-Tax
Differences, including retention of the "traditidmaethod" under current law, or the election oftaer methods which would permit any
distortions caused by a Bodlax Difference to be entirely rectified on an anrhesis or with respect to a specific taxable taatisn such as
sale. The Operating Partnership and the Company tietermined to use the "traditional method" farcamting for Book-Tax Differences
with respect to the Properties contributed to thdrfership. As a result of such determinationyithistions to shareholders will be comprised
of a greater portion of taxable income rather thaaturn of capital. The Operating PartnershiptaerdCompany have not determined whic
the alternative methods of accounting for Book-Défferences will be elected with respect to Projsrtontributed to the Partnership in the
future.

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

BASIS IN OPERATING PARTNERSHIP INTEREST. The Companadjusted tax basis in its interest in the OfrggePartnership generally
(i) will be equal to the amount of cash and thesabany other property contributed to the Opag®artnership by the Company, (ii) will be
increased by (@) its allocable share of the Opmga®iartnership's income and (b) its allocable sbhmedebtedness of the Operating
Partnership and (iii) will be reduced, but not elrero, by the Company's allocable share of (adssuffered by the Operating Partnership,
(b) the amount of cash distributed to the Comparny a

(c) by constructive distributions resulting fromealuction in the Company's share of indebtednesiseoDperating Partnership.

If the allocation of the Company's distributive shaf the Operating Partnership's loss exceedadfusted tax basis of the Company's
partnership interest in the Operating Partnerghigprecognition of such excess loss will be detenetil such time and to the extent that the
Company has an adjusted tax basis in its partneistarest. To the extent that the Operating Peshig's distributions, or any decrease in the
Company's share of the indebtedness of the Opgratrtnership (such decreases being considereshalsdribution to the partners), exceed
the Company's
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adjusted tax basis, such excess distributionsu@icty such constructive distributions) constitateatble income to the Company. Such tax
income will normally be characterized as a cagjth, and if the Company's interest in the Opegaflartnership has been held for longer
than the long-term capital gains. Under current leapital gains and ordinary income of corporatiaresgenerally taxed at the same marginal
rates.

SALE OF THE PROPERTIES. The Company's share of gahzed by the Operating Partnership on the cladey property held by the
Operating Partnership as inventory or other propeetd primarily for sale to customers in the oadincourse of the Operating Partnership's
trade or business will be treated as income frquroaibited transaction that is subject to a 100%afig tax. See " -Federal Income Taxatic

of the Company -- INCOME TESTS." Such prohibiteghsaction income may also have an adverse effect thg Company's ability to
satisfy the income tests for qualification as a REInder existing law, whether property is heldragntory or primarily for sale to custome

in the ordinary course of the Operating Partnetshiipde or business is a question of fact thatuép on all the facts and circumstances with
respect to the particular transaction. The Opegd®artnership intends to hold the Properties feestment with a view to long-term
appreciation, to engage in the business of acqyidaveloping, owning, and operating the Prope(tiesl other properties) and to make such
occasional sales of the Properties, including jperigl land, as are consistent with the OperatinghBeship's investment objectives.

OTHER TAX CONSIDERATIONS

SERVICE COMPANIES. A portion of the amounts to [sed to fund distributions to stockholders is expédb come from the Operating
Partnership from distributions on stock of the $@nCompanies held by the Operating Partnership.Sdrvice Companies will not qualify
REITs and will pay Federal, state and local incaaxes on their taxable incomes at normal corpaegttes. Any Federal, state or local income
taxes that the Service Companies are requiredytevpreduce the cash available for distributionthe Company to its stockholders.

As described above, the value of the securitigh®fService Companies held by the Company canrateex5% of the value of the
Company's assets at a time when a Unit holdereiOgperating Partnership exercises his or her redempght (or the Company otherwise is
considered to acquire additional securities of3bevice Companies). See " -- Federal Income Taxaticthe Company." This limitation may
restrict the ability of the Service Companies tor@ase the size of their business unless the wdlie assets of the Company is increasing at
a commensurate rate.

STATE AND LOCAL TAX

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

As described elsewhere herein, "Selling Sharehsldae only (i) the holders of Restricted SharéstHose persons who receive Redemption
Shares upon the redemption of Transaction Unitsremmmay be deemed affiliates of the Company, @)dhose persons who receive
Warrant Shares upon the exercise of Warrants andmdy be deemed affiliates of the Company (sucheshaeing collectively referred to as
"Secondary Shares"). Resales of Redemption ShaMswant Shares issued pursuant to this Prospezfesrsons who are not affiliates of
the Company at the time of redemption or exercidlenat be restricted under the Securities Act. dtok of Transaction Units or Warrants
who are not affiliates of the Company are therefaeincluded herein as Selling Shareholders.

The following table provides the name of each 8glshareholder, the number of shares of Commork®t@ceficially owned and offered
hereby by each Selling Shareholder (including thmalper of Redemption Shares or Warrant Shares whahbe acquired by each Selling
Shareholder upon redemption of Transaction Unitsxercise of Warrants and the number of RestatedeShif any, owned by each Selling
Shareholder). Since the Selling Stockholders myabesome or none of their Secondary Sharesstonate can be made of the aggregate
number of Secondary Shares that are to be offerszbig, or that will be owned by each Selling Stadtar upon completion of the offering
to which this Prospectus relates. The number afeshan the following table represents the numb&esitricted Shares that the person holds
plus the number of Redemption Shares or WarranteShahich such person may receive upon redempfitimedl ransaction Units or exerc

of Warrants held by such person.

The Secondary Shares offered by this Prospectusmayfered from time to time by the Selling Stocklers name below:

NUMBER OF SHARES BENEFI CIALLY
NAME OWNED AND OFFERED HER EBY
John W. Eakin (1) 374,257
W. Brian Reames* 97,885
Thomas S. Smith* 195,768

* Because Selling Stockholder is not an affiliatehee Company, amount shown is such stockholdereoship of Restricted Shares and
excludes the number of Redemption Shares or Wataates owned if such stockholder's Transactiotsldme redeemed for shares of
Common Stock or Warrants are exercised.

(1) Executive Vice President and Director

PLAN OF DISTRIBUTION

This Prospectus relates to (i) the possible isseiagdhe Company of the Redemption Shares if, anlde extent that the Company elects to
issue such Redemption Shares to the holders oacsion Units upon the redemption of such Transadiinits; (ii) the offer and sale from
time to time of the Restricted Shares by the haeldeereof; (iii) the possible issuance by the Camypaf the Warrant Shares if, and to the
extent that the holders of the Warrants exerciedMarrants; and (iv) the offer and sale from timérne by the holders thereof of any
Redemption Shares or Warrant Shares issued toedddf persons who are affiliates of the Comparhe Tompany has registered the
Registered Shares for sale to permit the holder®di to sell such shares without restriction andgpen market or otherwise, but registration
of the Registered Shares does not necessarily thaaany of the Registered Shares will be issueth&yCompany or offered or sold by the
Selling Shareholders. The Company will not receimg proceeds from the offering by the Selling Shalgers but will receive proceeds to
the extent Warrants are exercised.

The distribution of Registered Shares may be eftkfitom time to time in one or more underwritteangactions at a fixed price or prices,
which may be changed, or at market prices prevpdinthe time of sale, at prices related to suelwgiling market prices or at negotiated

prices. Any such underwritten offering may be dheast efforts” or a "firm commitment” basis. In o@ction with any such underwritten

offering, underwriters or agents may
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receive compensation in the form of discounts, essions or commissions from the Selling Sharehsldefrom purchasers of Registered
Shares for whom they may act as agents. Underwritary sell Registered Shares to or through deaedssuch dealers may receive
compensation in the form of discounts, concessiwrm®mmissions from the underwriters and/or comimissfrom the purchasers for whom
they may act as agents.

Under agreements that may be entered into by thep@noy, underwriters, dealers, and agents who fzat&in the distribution of Registered
Shares may be entitled to indemnification by thenfany against certain liabilities, including liatids under the Securities Act, or to
contribution with respect to payments which suctiamvriters, dealers or agents may be required teermarespect thereof.

The Selling Shareholders and any underwriters edgalr agents that participate in the distributbRegistered Shares may be deemed to be
"underwriters" within the meaning of the Securithed, and any profit on the sale of Registered 8&dy them and any discounts,
commissions or concessions received by any sucarumiters, dealers or agents might be deemed tmberwriting discounts and
commissions under the Securities Act.

At a time a particular offer of Registered Shaeemade, a Prospectus Supplement, if requiredpeilistributed that will set forth the name
and names of any underwriters, dealers or agentsay discounts, commissions and other terms ¢atis compensation from the Selling
Shareholders and any other required information.

The sale of the Registered Shares by the SelliageBlolders may also be effected from time to timeddling Registered Shares directly to
purchasers or to or through broker-dealers. In eotion with any such sale, any such broker-dealgyr att as agent for the Selling
Shareholders or may purchase from the Selling Sloéders all or a portion of the Registered Shasagsrincipal, and may be made pursuant
to any of the methods described below. Such satgsha made on the NYSE or other exchanges on wh&eommon Shares are then
traded, in the over-the-counter market, in negedidtansactions or otherwise at prices and at térersprevailing or at prices related to the
then-current market prices or at prices otherwesgotiated.

The Registered Shares may also be sold in one & afdhe following transactions: (a) block trartsams (which may involve crosses) in
which a broker-dealer may sell all or a portiorso€h shares as agent but may position and rekefl alportion of the block as principal to
facilitate the transaction; (b) purchases by arghdwoker-dealer as principal and resale by suockdsrdealer for its own account pursuant to
a Prospectus Supplement; (c) a special offeringxahange distribution or a secondary distributipaccordance with applicable NYSE or
other stock exchange rules; (d) ordinary broketegygsactions and transactions in which any suckdsrdealer solicits purchasers; (e) sales
"at the market" to or through a market maker oo et existing trading market, on an exchange agretise, for such shares; and (f) sales in
other ways not involving market makers or establistrading markets, including direct sales to paseins. In effecting sales, broker-dealers
engaged by the Selling Shareholders may arrangetlier broker-dealers to participate. Broker-dealgtl receive commissions or other
compensation from the Selling Shareholders in ansoianbe negotiated immediately prior to the shét will not exceed those customary in
the types of transactions involved. Broker-deafeay also receive compensation from purchaserseoR#yistered Shares which is not
expected to exceed that customary in the typesn$actions involved.

In order to comply with the securities laws of e@rtstates, if applicable, the Registered Shargshbraaold only through registered or licen
brokers or dealers. In addition, in certain stafes Registered Shares may not be sold unlesshengybeen registered or qualified for sale in
such state or an exemption from such registratiaqualification requirement is available and is @bied with.

The Company may from time to time issue up to 533 Redemption Shares upon the acquisition of aivalgnt number of the Transaction
Units tendered for redemption. The Company willlam Transaction Units in exchange for each Redem@hare that the Company issues
in connection with these acquisitions. Consequemntith each exchange, the Company's interest i®jerating Partnership will increase.

All expenses incident to the offering and the sdlthe Registered Shares, other than commissigssuhts and fees of underwriters, broker-
dealers or agents, shall be paid by the Compangy Cldmpany has agreed to indemnify the Selling Sludders against certain losses, claims,
damages and liabilities, including liabilities undiee Securities Act. See "Registration Rights."
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EXPERTS

The consolidated financial statements and scheaafutighwoods Properties, Inc., incorporated hetsimeference from the Company's
Annual Report (Form 10-K) for the year ended Decendi, 1996, and the financial statements witheesf Anderson Properties dated
January 23, 1997 and the financial statementsnegthect to Century Center dated January 9, 19®fpocated herein by reference from the
Company's Current Report on Form 8-K dated Jan®at@97 (as amended on Form 8-K/A dated Februat®97 and March 10, 1997) have
been audited by Ernst & Young LLP, independenttausli as set forth in their reports thereon inctutteerein and incorporated herein by
reference. Such financial statements are incorpdragrein by reference in reliance upon such regiven upon the authority of such firm as
experts in accounting and auditing.

LEGAL MATTERS

Certain legal matters have been passed upon f&@dhgany by Smith Helms Mulliss & Moore, L.L.P.,IBgh, North Carolina. In addition,
Smith Helms Mulliss & Moore, L.L.P. has renderezlapinion with respect to certain Federal inconxenatters relating to the Company.
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PART 11
SUPPLEMENTAL INFORMATION
ITEM 14. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

The following table sets forth estimates of theimas expenses to be paid by Highwoods Properties,in connection with the registration of
the Registerable Securities.

Securities and Exchange Commission Registration Fee ... $ 12,390
Fees and Expenses of Counsel........ccccceveeeeee. L. 7,500
NYSE listing fee.....coovvvvvveivnieees 1,500
Miscellaneous...........cccocevvcviiinevccs 3,610
TOTALueiiiiiiiiiiiieiiee e $25,000

ITEM 15. INDEMNIFICATION OF DIRECTORS AND OFFICERS

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

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

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

ITEM 16. EXHIBITS

EXHIBIT NO. DESCRIP TION

3.1* Amended and Restated Art icles of Incorporation of Registrant (incorporated by reference to
Exhibit 3.1 to Registran t's Form 8-K dated February 12, 1997)

3.2* Bylaws of Registrant (in corporated by reference to Exhibit 3.2 to Registran t's registration
statement on Form S-11 ( File No. 33-76952))

5.1 Opinion of Smith Helms M ulliss & Moore, L.L.P. regarding the legality of th e shares of
Common Stock being regis tered

33



8.1 Opinion of Smith Helms M ulliss & Moore, L.L.P. regarding certain federal ta X matters

10.1* Form of Registration Rig hts and Lock-up Agreement between the Company and t he Unit
holders (incorporated by reference to Exhibit 10.2 to Registrant's 10-K for the fiscal year
ended December 31, 1996)

23.1 Consent of Smith Helms M ulliss & Moore, L.L.P. (included as part of Exhibit sb5.1and 8.1)

23.2 Consent of Ernst & Young LLP

24.1 Power of Attorney (inclu ded as part of signature page)

* Previously filed.

ITEM 17. UNDERTAKINGS

(a) The undersigned registrant hereby undertakes:

(1) To file, during any period in which offers ales are being made, a post-effective amendmehistoegistration statement:
() To include any prospectus required by Sectio(a)(3) of the Securities Act;

(i) To reflect in the prospectus any facts or @sarising after the effective date of the RegigiraStatement (or the most recent post-
effective amendment thereof) which, individuallyiothe aggregate, represent a fundamental chantipe iinformation set forth in the
registration statement; provided, however, thatiangease or decrease in volume of securities edf¢if the total dollar value of securities
offered would not exceed that which was registeegu) any deviation from the low or high end of éistimated maximum offering range
be reflected in the form of prospectus filed whie Commission pursuant to Rule 424(b) if, in thgragate, the changes in volume and price
represent no more than a 20% change in the maxiaggregate offering price set forth in the "Caldolabf Registration Fee" table in the
effective registration statement; and

(iii) To include any material information with resgt to the plan of distribution not previously dised in the Registration Statement or any
material change to such information in the RedistnaStatement; provided, however, that the unétertgs set forth in paragraphs (i) and (ii)
also shall not apply if the information requirecb®included in a post-effective amendment by th@sagraphs is contained in periodic
reports filed by the registrant pursuant to Secti8ror Section 15(d) of the Securities Exchangeokdt934 that are incorporated by reference
in this registration statement.

(2) That, for the purpose of determining any lidpilinder the Securities Act of 1933, each such-péfective amendment shall be deemed to
be a new registration statement relating to thar#ges offered therein, and the offering of suebigities at that time shall be deemed to be
the initial BONA FIDE offering thereof.

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

(b) The undersigned registrant hereby undertalas fibr purposes of determining any liability undee Securities Act of 1933, each filing of
the registrant's annual report pursuant to Sedi8fa) or Section 15(d) of the Securities ExchangeoA 1934 (and, where applicable, each
filing of an employee benefit plan's annual regantsuant to Section 15(d) of the Securities Excbaket of 1934) that is incorporated by
reference in the registration statement shall leendel to be a new registration statement relatirigesecurities offered therein, and the
offering of such securities at that time shall kemed to be the initial BONA FIDE offering thereof.

(c) Insofar as indemnification for liability arigirunder the Securities Act may be permitted toatines, officers and controlling persons of the
Registrant pursuant to the foregoing provisioncdeed under Item 15 of this
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Registration Statement, or otherwise, the Registras been advised that in the opinion of the Casiomin such indemnification is against
public policy as expressed in the Securities Act isntherefore, unenforceable. In the event thaaian for indemnification against such
liabilities (other than the payment by the Registtiaf expenses incurred or paid by a directorgeffior controlling person of the Registrant in
the successful defense of any action, suit or maiog) is asserted by such director, officer ortialing person in connection with the
securities being registered, the Registrant willess in the opinion of its counsel the matterthaen settled by controlling precedent, submit
to a court of appropriate jurisdiction the questidmether such indemnification by it is against peipblicy as expressed in the Securities Act
and will be governed by the final adjudication o€k issue.
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&033, the registrant certifies that it has readde grounds to believe that it meets all of
the requirements for filing on Form S-3 and haydalused this registration statement to be sigmeitsdehalf by the undersigned, thereunto
duly authorized, in the City of Raleigh, State afrth Carolina, on March 28, 1997.

HIGHWOODS PROPERTIES, INC.

By: /s/ Ronald P. G bson
Ronal d P. G bson
Presi dent

KNOW ALL MEN BY THESE PRESENTS, that we, the undgred officers and directors of Highwoods Propstrtlac. hereby severally
constitute Ronald P. Gibson, Carman J. Liuzzo ahdaEd J. Fritsch and each of them singly, our &né lawful attorneys with full power to
them, and each of them singly, to sign for us anauir names in the capacities indicated belowRibgistration Statement filed herewith and
any and all amendments to said Registration Stateraed generally to do all such things in our naiaued in our capacities as officers and
directors to enable Highwoods Properties, Incatimply with the provisions of the Securities Actl&33, and all requirements of the
Securities and Exchange Commission, hereby ragjfgimd confirming our signature as they may be sidneour said attorneys, or any of
them, to said Registration Statement and any dradre@ndments thereto.

Pursuant to the requirements of the SecuritiesoA&B33, this registration statement has been diggehe following persons in the capaci
and on the dates indicated:

Name Title D ate
/sl O. Temple Sloan, Jr. Chairman of the Board of Directors March 28, 1997
O. Temple Sloan, Jr.
/sl Ronald P. Gibson President, Chief Executive Officer and March 28, 1997
- ----Director
Ronald P. Gibson
s/ William T. Wilson, Il Executive Vice President and Director March 28, 1997
William T. Wilson, I

/sl John L. Turner Chief Investment Officer and Vice March 28, 1997
- ----Chairman of the Board of Directors

John L. Turner

/sl H. Gene Anderson Senior Vice President and Director March 28, 1997

H. Gene Anderson

/sl John W. Eakin Senior Vice President and Director March 28, 1997
John W. Eakin

/sl Thomas W. Adler Director March 28, 1997

Thomas W. Adler



/s/ William E. Graham, Jr.

William E. Graham, Jr.

/sl L. Glenn Orr, Jr.

L. Glenn Orr, Jr.

/s/ Willard H. Smith, Jr.

Willard H. Smith, Jr.

/sl Stephen Timko

Stephen Timko

/sl Carman J. Liuzzo

Carman J. Liuzzo

Director

Director

Director

Director

March

March

March

March

Vice President, Chief Financial Officer ~March
----and Treasurer (Principal Accounting

Officer)

28, 1997

28, 1997

28, 1997

28, 1997

28, 1997
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Exhibit 5.1

Highwoods Properties, Inc.
March 28, 1997

Page 1

Smith Helms Mulliss & Moore, L.L.P.
Attorneys at Law
Raleigh, North Carolina

March 28, 1997

Highwoods Properties, Inc.
3100 Smoketree Court

Suite 600

Raleigh, North Carolina 27604

Ladies and Gentlemen:

This opinion is furnished in connection with thgisgration pursuant to the Securities Act of 1988amended (the "Securities Act"), of
1,176,559 shares (the "Shares") of common stockygdae $.01 per share, of Highwoods Propertias, bnMaryland corporation (the
"Company").

In connection with rendering this opinion, we haxamined the Articles of Incorporation and Bylavishe Company, each as amended to
date; such records of the corporate proceedinggeofompany as we deemed material; a registratawersent on Form S-3 under the
Securities Act relating to the Shares (the "Regi&in Statement"), and the prospectus containgeithéhe "Prospectus"), and such other
certificates, receipts, records and documents asonsidered necessary for the purposes of thidarpin

We are attorneys admitted to practice in the Sthiéorth Carolina. We express no opinion concerrhrgglaws of any jurisdiction other than
the laws of the United States of America and ttegeSof North Carolina.

Based upon the foregoing, we are of the opiniobwleen the Shares have been issued in accordatic¢heiterms of the Prospectus, the
Shares will be legally issued, fully paid and naessable shares.

The foregoing assumes that all requisite stepshwillaken to comply with the requirements of theusiies Act and applicable requirements
of state laws regulating the offer and sale of gtes.

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

Very truly yours,
SMITHHELMSMULLISS& MOORE, L.L.P.

/sl Smith Helms Mulliss & Moore, L.L.P.



Exhibit 8.1 Highwoods Properties, Inc.
March 28, 1997

Page 1

Smith Helms Mulliss & Moore, L.L.P.
Attorneys at Law
Raleigh, North Carolina

March 28, 1997

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

Ladies and Gentlemen:

In connection with the registration statement om#8-3 (the "Registration Statement") being filgdylbu on or about March 28, 1997 with
the Securities and Exchange Commission regardmgetistration of 1,176,559 shares of Common Stmdler the Securities Act of 1933, as
amended, you have requested our opinion concengirigin of the federal income tax consequencese@bmpany of its election to be taxed
as a real estate investment trust. This opinidraged on various assumptions, and is conditioned aertain representations made by the
Company as to factual matters through a certifichtan officer of the Company (the "Officer's Cictite"). In addition, this opinion is based
upon the factual representations of the Compangeming its business and properties as set fortherRegistration Statement.

In our capacity as counsel to the Company, we hzage such legal and factual examinations and iiggiincluding an examination of
originals or copies certified or otherwise idemtifito our satisfaction of such documents, corporaterds and other instruments, as we have
deemed necessary or appropriate for purposessobginion.

In our examinations, we have assumed the authsneitall documents submitted to us as origindle,denuineness of all signatures thereon,
the legal capacity of natural persons executing slecuments and the conformity to authentic origitewuments of all documents submitted
to us as copie:



Highwoods Properties, Inc.
March 28, 1997

Page 2

We are opining herein as to the effect on the sultjansaction only of the federal income tax lafthe United States and we express no
opinion with respect to the applicability theredo the effect thereon, of other federal laws, thed of any other jurisdiction, the laws of any
state or as to any matters of municipal law orawes of any other local agencies within any state.

Based on the facts in the Registration Statemedhttaan Officer's Certificate, it is our opinion that

1. Commencing with the Company's taxable year enBiecember 31, 1994, the Company has been orgainizehformity with the
requirements for qualification as a "real estategtment trust," and its proposed method of opmratis described in the representations of
the Company referred to above, will enable it teettbe requirements for qualification and taxatsra "real estate investment trust" under
the Internal Revenue Code of 1986, as amendedQiee").

2. The Operating Partnership will be treated aartnprship, and not as a corporation or as an a$gwctaxable as a corporation, for federal
income tax purposes.

3. The statements in the Registration Statemeribgatunder the caption "Certain Federal Incomg Tansiderations" to the extent such
information constitutes matters of law, summariekegal matters, or legal conclusions, have begeveed by us and are accurate in all
material respects.

No opinion is expressed as to any matter not désrliberein

This opinion is based on various statutory provisjaegulations promulgated thereunder and intepoas thereof by the Internal Revenue
Service and the courts having jurisdiction overhsmmatters, all of which are subject to change eitinespectively or retroactively. Also, any
variation or difference in the facts from thosefseth in the Registration Statement or the Offie@ertificate may affect the conclusions
stated herein. Moreover, the Company's qualificaéiod taxation as a real estate investment trygrdis upon the Company's ability to meet
(through actual annual operating results, distidvutevels and diversity of stock ownership) theimas qualification tests imposed under the
Code, the results of which have not and will notdgewed by Smith Helms Mulliss & Moore, L.L.P. éardingly, no assurance can be gi
that the actual results of the Company's operdtioany one taxable year will satisfy such requieeis.



Highwoods Properties, Inc.
March 28, 1997

Page 3

This opinion is furnished only to you, and is sglfdr your use in connection with the RegistratBtatement. We hereby consent to the filing
of this opinion as an exhibit to the Registratidat&ment and to the use of our name under theorafitegal Matters" in the Registration
Statement.

Very truly yours,
SMITHHELMSMULLISS& MOORE, L.L.P.

/sl Smith Helms Mulliss & Moore, L.L.P.



Exhibit 23.2
CONSENT OF INDEPENDENT AUDITORS

We consent to the reference to our Firm under dptien "Experts"” in the Registration Statement (F&-3 No. ) and related
Prospectus of Highwoods Properties, Inc. for thyésteation of 1,176,559 shares of its common studk to the incorporation by reference
therein of (i) our reports dated January 23, 198 vespect to Anderson Properties and Januarg 29 with respect to Century Center
included in the Company's Current Report on Forkidated January 9, 1997 (as amended on Form 8-KtéddFebruary 7, 1997 and March

10, 1997) and (ii) our report dated February 14971@cluded in the Company's Annual Report on FbéaK for the year ended December
31, 1996 both filed with the Securities and Exclea@gmmission.

/sl Ernst & Young LLP

Ral ei gh, North Carolina
March 28, 1997

End of Filing
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