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PROSPECTUS SUPPLEMENT
(TO PROSPECTUS DATED SEPTEMBER 18, 1997)

7,500,000 SHARES
HIGHWOODS PROPERTIES, INC. (logo)
COMMON STOCK

Highwoods Properties, Inc. (the "Company") is d-administered and self-managed equity real estaestment trust ("REIT") that began
operations through a predecessor in 1978. The Caynpane of the largest owners and operatorsfafeofind industrial properties in the
Southeast. The Company owns 365 properties encampaapproximately 21.8 million rentable square feeated in 16 markets in North
Carolina, Florida, Tennessee, Georgia, VirginigjtBd&arolina and Alabama. The Company has entetecagreements with Associated
Capital Properties, Inc. and certain of its affém ("ACP") and other property owners pursuant liictvthe Company will combine its
property operations with ACP and acquire 84 officeperties located in Florida (the "ACP TransacfioAssuming consummation of the
ACP Transaction, which is expected to occur by ®etd 5, 1997, the Company will own 449 office andlstrial properties encompassing
approximately 28.3 million rentable square feet asiltibe the largest full-service real estate ogiagacompany in Florida, specializing in the
ownership, management, acquisition and developwifarifice and industrial properties.

All of the shares of common stock, par value $.8dghare, of the Company (the "Common Stock") effdrereby are being sold by the
Company. Of the 7,500,000 shares of Common Stdekexf hereby, 6,000,000 shares of Common Stocke&ing offered initially in the
United States and Canada and the remaining 1,508/res are being offered initially outside of threted States and Canada (collectively,
the "Offerings"). The Common Stock is listed on M&w York Stock Exchange (the "NYSE") under the bphi'HIW." On September 25,
1997, the last reported sale price of the CommonksStn the NYSE was $35 1/16. See "Price Rangeoafr@on Stock and Distribution
History."

On September 25, 1997, the Company sold (the "SBriereferred Offering”) 6,900,000 8% Series B Clatine Redeemable Preferred
Shares (the "Series B Preferred Shares"). SeegSBriPreferred Offering.”

SEE "RISK FACTORS" BEGINNING ON PAGE 3IN THE ACCOMPANYING PROSPECTUSFOR
CERTAIN FACTORSRELEVANT TO AN INVESTMENT IN THE COMMON STOCK.

THESE SECURITIESHAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIESAND EXCHANGE
COMMISSION OR ANY STATE SECURITIESCOMMISSION NOR HASTHE SECURITIESAND EXCHANGE COMMISSION
OR ANY STATE SECURITIESCOMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THISPROSPECTUS
SUPPLEMENT OR THE PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY ISA CRIMINAL

OFFENSE.
[CAPTION]
PRICE TO UNDERWRITING PROCEEDS TO
PUBLIC DISCOUNT(1) COMPANY(2)
Per Share.......c.ccccveevveeieececeieeeeen . $35.00 $1.795 $33.205
Total (3)eeiieeeeeirieeiriiie e . $262,500,000 $13,462,500 $249,037,500

(1) The Company has agreed to indemnify the sewsmderwriters against certain liabilities, inclugitiabilities under the Securities Act of
1933, as amended. See "Underwriting."

(2) Estimated expenses of the Company of $400,dD@evpaid by the Underwriters.

(3) The Company has granted to the several U.Sekwriters an option to purchase up to an additi®@@8l,000 shares of Common Stock to
cover over-allotments, if any, and has grantedstheeral International Managers an option to purehgsto an additional 225,000 shares of
Common Stock to cover over-allotments, if any.lliodsuch shares are purchased, the total Priatdic, Underwriting Discount and
Proceeds to Company will be $301,875,000, $15,4&lahd $286,393,125, respectively. See "Undervgitin

The shares of Common Stock are offered by the abldrderwriters, subject to prior sale, when, asidelivered to and accepted by them,
subject to approval of certain legal matters bynsali for the Underwriters. The Underwriters reseheeright to withdraw, cancel or modify
such offer and to reject orders in whole or in plit expected that delivery of the shares of @an Stock will be made in New York, New
York on or about October 1, 1997.

MERRILL LYNCH & CO.



MONTGOMERY SECURITIES

MORGAN STANLEY DEAN WITTER
PRUDENTIAL SECURITIESINCORPORATED
SCOTT & STRINGFELLOW, INC.
SMITH BARNEY INC.

The date of this Prospectus Supplement is September 25, 1997.



(property pictures and map appear here)

* Assumes completion of the ACP Transaction. Naeamsce can be given that the ACP Transaction witdnsummated. See "Recent
Developments."

CERTAIN PERSONS PARTICIPATING IN THE OFFERINGS MAENGAGE IN TRANSACTIONS THAT STABILIZE, MAINTAIN OR
OTHERWISE AFFECT THE PRICE OF THE COMMON STOCK, INGDING EXERCISING THE OVER-ALLOTMENT OPTION,
ENTERING STABILIZING BIDS, EFFECTING SYNDICATE COVEING TRANSACTIONS AND IMPOSING PENALTY BIDS. FOR A
DESCRIPTION OF THESE ACTIVITIES, SEE "UNDERWRITING.
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PROSPECTUS SUPPLEMENT SUMMARY

THE FOLLOWING SUMMARY IS QUALIFIED IN ITS ENTIRETYBY THE MORE DETAILED DESCRIPTIONS AND THE
FINANCIAL INFORMATION AND STATEMENTS APPEARING ELSEBVHERE IN THIS PROSPECTUS SUPPLEMENT AND THE
ACCOMPANYING PROSPECTUS OR INCORPORATED HEREIN ANIHEREIN BY REFERENCE. UNLESS INDICATED
OTHERWISE, THE INFORMATION

CONTAINED IN THIS PROSPECTUS SUPPLEMENT ASSUMES THAHE UNDERWRITERS' OVER-ALLOTMENT OPTIONS ARE
NOT EXERCISED. UNLESS THE CONTEXT OTHERWISE REQUIRETHE TERMS (I) "COMPANY" SHALL MEAN HIGHWOODS
PROPERTIES, INC., PREDECESSORS OF HIGHWOODS PRORERTINC., AND THOSE ENTITIES OWNED OR CONTROLLED
BY HIGHWOODS PROPERTIES, INC., INCLUDING HIGHWOODSDRSYTH LIMITED PARTNERSHIP (THE "OPERATING
PARTNERSHIP"), (Il) "ACP" SHALL MEAN ASSOCIATED CAR AL PROPERTIES, INC., ITS PREDECESSORS AND THOSE
ENTITIES OWNED OR CONTROLLED BY ASSOCIATED CAPITAPROPERTIES, INC., (lll) "HIGHWOODS PROPERTIES" SHAL
MEAN THE 225 SUBURBAN OFFICE AND 140 INDUSTRIAL (ISLUDING 74 SERVICE CENTER) PROPERTIES OWNED BY THE
COMPANY, (IV) "ACP PROPERTIES" SHALL MEAN THE 77 GHCE PROPERTIES OWNED BY ACP AND THE SEVEN OFFICE
PROPERTIES THAT ACP HAS UNDER CONTRACT TO PURCHABHD (V) "PROPERTIES" SHALL MEAN THE HIGHWOODS
PROPERTIES AND THE ACP PROPERTIES COMBINED. ALL INRMATION REGARDING THE HIGHWOODS PROPERTIES
AND/OR THE PROPERTIES AS OF JUNE 30, 1997 EXCLUDEEORMATION ABOUT THE FOUR HIGHWOODS PROPERTIES
ACQUIRED AFTER SUCH DATE.

INFORMATION SET FORTH IN THIS PROSPECTUS SUPPLEMERDNTAINS "FORWARD-LOOKING STATEMENTS"
RELATING TO, WITHOUT LIMITATION, FUTURE ECONOMIC PRFORMANCE, PLANS AND OBJECTIVES OF MANAGEMENT
FOR FUTURE OPERATIONS AND PROJECTIONS OF REVENUEB®THER FINANCIAL ITEMS, WHICH CAN BE IDENTIFIED
BY THE USE OF FORWARD-LOOKING TERMINOLOGY SUCH ASVAY," "WILL," "SHOULD," "EXPECT," "ANTICIPATE,"
"ESTIMATE" OR "CONTINUE" OR COMPARABLE TERMINOLOGYTHE CAUTIONARY STATEMENTS SET FORTH UNDER TH
CAPTION "RISK FACTORS" IN THE ACCOMPANYING PROSPEWUS IDENTIFY IMPORTANT FACTORS WITH RESPECT TO
SUCH FORWARD-LOOKING STATEMENTS, INCLUDING CERTAINRISKS AND UNCERTAINTIES THAT COULD CAUSE
ACTUAL

RESULTS TO DIFFER MATERIALLY FROM THOSE IN SUCH FORARD-LOOKING STATEMENTS.
THE COMPANY
GENERAL

The Company is a self-administered and self-managedy real estate investment trust ("REIT") thagan operations through a predecessol
in 1978. The Company is one of the largest ownedsaperators of office and industrial propertieshia Southeast. The Company owns a
diversified portfolio of 365 in-service office amtlustrial properties encompassing approximatel® Aillion rentable square feet located in
16 markets in North Carolina, Florida, Tennessemr@ia, Virginia, South Carolina and Alabama. Thghwoods Properties consist of 225
suburban office properties and 140 industrial (idohg 74 service center) properties and are lesagproximately 2,050 tenants. As of June
30, 1997, the Highwoods Properties were 93% leased.

In addition, the Company has 26 properties (21 shdruoffice properties and five industrial propesji (collectively, the "Development
Projects") under development in North Carolinagifita, Tennessee, Georgia and South Carolina, whiltlencompass approximately 2.3
million rentable square feet. The Company also oapoximately 547 acres (and has agreed to pwecraadditional 423 acres inclusive of
the ACP Transaction) of land for future developmentlectively, the "Development Land"). The Dev@ieent Land is zoned and available
for office and/or industrial development, substalhtiall of which has utility infrastructure alreath place. The Company provides leasing,
property management, real estate development,raatish and miscellaneous tenant services forriipgrties as well as for third parties.

The Company conducts substantially all of its atifig through, and substantially all of its projestare held directly or indirectly by, the
Operating Partnership. The Operating Partnershiprigrolled by the Company as its sole generahgarfThe Company owns approximately
84% of the common partnership interests ("Commoitstrin the Operating Partnership.

RECENT DEVELOPMENTS

The Company has entered into agreements (the "A@/saction Agreements”) with ACP and other ownéthe ACP Properties pursuant
which the Company will combine its property operasi with ACP and acquire a portfolio of 84 offia®perties encompassing 6.5 million
rentable square feet and approximately 50 acréndffor development in six markets in Florida (tA&€P Transaction"). The ACP
Properties were 90% leased as of June 30, 1997ATReProperties include 82 office properties (7whfch are suburban) in Florida's four
major markets, Orlando, Tampa, Jacksonville andtSBlorida, one 245,000-square foot suburban officgerty in Tallahassee and one
51,831-square foot suburban office property inviters. Upon completion of the ACP Transaction, @mmpany will own 449 Properties
encompassing approximately 28.3 million rentablgasg feet and will be the largest full-service resthte operating company in Florida. For
a description of the properties to be acquiredh@éACP Transaction, see "The Properties." The A@RJaction is expected to close by
October 15, 1997, but no assurance can be madaltloatpart of the transaction will be consumma



Under the terms of the ACP Transaction AgreemehésCompany will acquire all of the outstandingitastock of ACP and all of the
ownership interests in the entities that own théPA€@operties for an aggregate purchase
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price of $617 million, subject to certain adjustriseThe purchase price is expected to consisteoisuance of 3,036,702 Common Units
(valued at $32.50 per Common Unit), the assumpifapproximately $481 million of mortgage debt ($38illion of which is expected to t
paid off by the Company on the date of closingg,ifsuance of 90,342 shares of Common Stock (valt$82.50 per share), a capital
expense reserve of $11 million and a cash paynfapmoximately $24 million. Such Common Units @&aimmon Stock are subject to
certain restrictions on transfer or redemption.cAtsconnection with the ACP Transaction, the Conypaill issue to certain affiliates of AC
warrants to purchase 1,479,290 shares of Commark 8t$32.50 per share. See "Recent DevelopmeBissiness Combination with
Associated Capital Properties,

Inc. -- GENERAL."

Upon completion of the ACP Transaction, James Rsteled, president of ACP, will become a regionakvpresident of the Company
responsible for the Company's Florida operations.Hwistand has over 19 years of commercial reat@gxperience in Florida. Over 100
employees of ACP are expected to join the Compiaciyding the two other members of ACP's senior ag@ment team. See "Recent
Developments -- Business Combination with Assodi&@apital Properties,

Inc. -- MANAGEMENT OF ACP."

OPERATING STRATEGY
The Company believes that it will continue to bénfeébm the following factors:

DIVERSIFICATION. Since its initial public offerin¢the "IPO") in 1994, the Company has significaméyluced its dependence on any
particular market or tenant. At the time of the |Ri@ Company's portfolio consisted almost exckisiof office properties in the Raleigh-
Durham, North Carolina area (the "Research TridigBased on June 1997 results, approximately 468beorental revenue from the
Highwoods Properties was derived from propertieNanth Carolina (26% in the Research Triangle). pompletion of the ACP
Transaction, approximately 33% of the rental rexefnam the Properties will be derived from propestin North Carolina (19% in the
Research Triangle), as compared to approximately B5-lorida. The Company's tenants represent ersi@/cross-section of the economy.
As of June 30, 1997, the 20 largest tenants repted@pproximately 22.4% of the combined rentatnexe from the Highwoods Properties,
and the largest single tenant accounted for apprately 4.3% of such revenue. Upon completion ofAl® Transaction, the 20 largest
tenants will account for approximately 21.6% of doenbined rental revenue from the Properties, hadargest single tenant will account for
approximately 3.8% of such revenue.

ACQUISITION AND DEVELOPMENT OPPORTUNITIES. The Corapy believes that it has several advantages ovey wfats

competitors in pursuing development and acquisitipportunities. The Company has the flexibilityfuad acquisitions and development
projects from numerous sources, including the peiead public debt markets, proceeds from its peiead public equity offerings, its $280
million unsecured revolving loan, other bank argtitntional borrowings and the issuance of Commaitd)which may provide tax
advantages to certain sellers. In addition, itsddgwment Land offers significant development oppoittes. Upon completion of the ACP
Transaction, the Company will own approximately 5@ves (and will have agreed to purchase an addit®73 acres) of Development Land.
The Company's development and acquisition actsv/ghleould also continue to benefit from its relasiwips with tenants and property owners
and management's extensive local knowledge of tmepany's markets.

MANAGED GROWTH STRATEGY. The Company's strategy bagn to focus its real estate activities in markdiere it believes its
extensive local knowledge gives it a competitiveaadage over other real estate developers andtopgras the Company has expanded into
new markets, it has continued to maintain thisliaed approach by combining with local real estgterators with many years of
development and management experience in theiecgsp markets. Also, in making its acquisitiofs Company has sought to employ
those property-level managers who are experiendgdtie real estate operations and the local magtating to the acquired properties, so
that approximately 85% of the rentable square fpotaf the Highwoods Properties was either develdyetthe Company or is managed on a
day-to-day basis by personnel that previously medalgased and/or developed those propertiestoritveir acquisition by the Company. As
a result of the addition of over 100 ACP employepesn the anticipated completion of the ACP Trarieactpproximately 80% of the

rentable square footage of the Properties will Haaen developed by the Company or will be manageal day-to-day basis by personnel that
previously managed, leased and/or developed thgeRies prior to their acquisition by the Company.

EFFICIENT, CUSTOMER SERVICE-ORIENTED ORGANIZATION he Company provides a complete line of real es@ateices to its
tenants and third parties. The Company believestha-house development, acquisition, construction mamage, leasing and managem
services allow it to respond to the many demandss @xisting and potential tenant base, and eriabideprovide its tenants cost-effective
services such as build-to-suit construction an@emaodification, including tenant improvements argansions. The Company believes that
the operating efficiencies achieved through ittyfirtegrated organization also provide a compagiidvantage in setting its lease rates and
pricing other services.

FLEXIBLE AND CONSERVATIVE CAPITAL STRUCTURE. The Qupany is committed to maintaining a flexible andiservative capital
structure that: (i) allows growth through developtn@nd acquisition opportunities; (ii) provides @ss to the private and public equity and
debt markets on favorable terms; and (iii) promdtéisre earnings growth. Since the
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IPO, the Company has completed four public offesiagd two private placements of Common Stock, amdigoffering of 8 5/8% Series A
Cumulative Redeemable Preferred Shares (the "Serireferred Shares™) and one public offering of 8&ties B Cumulative Redeemable
Preferred Shares (the "Series B Preferred Sharassing total net proceeds of approximately $96iion. The net proceeds were contribu
to the Operating Partnership in exchange for awidhiti partnership interests as required under ther&@pg Partnership's limited partnership
agreement (the "Operating Partnership Agreememt'gddition, the Company has a $280 million unseduevolving line of credit (the
"Revolving Loan") from a syndicate of lenders. Oac@mber 2, 1996, the Operating Partnership issLi@d fillion of 6 3/4% notes due
December 1, 2003 (the "2003 Notes") and $110 milib7% notes due December 1, 2006 (the "2006 Not®s June 24, 1997, a trust
formed by the Operating Partnership issued $100omibf Exercisable Put Option Securities ("X-POS$k&ue June 15, 2004. The X-
POSSM bear an interest rate of 7.19%, represeatirgffective borrowing cost of 7.09%, net of a tedlaput option and certain interest rate
protection agreement costs. See "Recent DevelogmeRinancing Activities and Liquidity."

Assuming completion of the ACP Transaction, the #atd 997 Offering, the Series B Preferred Offedng the Offerings, the Company's
forma debt as of June 30, 1997 would have total&8 $nillion and would have represented approxirye2&ps of total market capitalization
(based on a price of $35 per share for the Comnmackp

THE PROPERTIES

The following table sets forth certain informatiamout the Highwoods Properties and the ACP Pragsests of June 30, 1997:

ANNUALIZED RENTA
INDUSTR

L REVENUE (1)
IAL

OFFICE PROPERT IES
PROPERTIES 2) TOTAL
Highwoods PropertieS.....cccccvvcvencenicnncces e $199,216,406 $34,468 743  $233,685,149
ACP Properties 83,949,754 83,949,754

$283,166,160 $34,468

,743  $317,634,903

RENTABLE SQU ARE FEET
INDUSTR IAL
OFFICE PROPERT IES
PROPERTIES ) TOTAL
Highwoods Properties 14,439,058 7,143 ,699 21,582,757
ACP Properties.............. 6,450,652 - 6,450,652

......................... 20,889,710 7,143

,699 28,033,409

PERCENT L EASED
INDUSTR IAL
OFFICE PROPERT IES WEIGHTED
PROPERTIES 2) AVERAGE
Highwoods Properties...........cccccocevveenninnen. 94%(3) 9 0%(4) 93%
ACP Properties.......ccccvvvieevreeiiinennines 90(5) - 90
Weighted Average..........cccceeveeeiiieeeninns 92% 9 0% 92%
AGE (YE ARS)
INDUSTR IAL
OFFICE PROPERT IES WEIGHTED
PROPERTIES 2) AVERAGE
Highwoods Properties...........ccccceevveennnnnen. 11.0 11. 9(6) 11.3
ACP Properties.......cccvvuvieeivreeniinenninns . 16.3(7) - 16.3
Weighted Average..........cccoeevveeviieeeninns 12.6 11. 9 12.4

(1) Annualized Rental Revenue is June 1997 reataue (base rent plus operating expense pasgt®pmultiplied by 12.

(2) Includes 74 service center properties.

(3) Includes 40 single-tenant properties comprigirf@gmillion rentable square feet and 10,152 rdatafuare feet leased but not occupied.
(4) Includes 25 single-tenant properties compridirggmillion rentable square feet and 66,330 rdatafuare feet leased but not occupied.
(5) Includes seven single-tenant properties cormgri800,000 rentable square feet and 170,784 riensajpiare feet leased but not occupied.

(6) Excludes Ivy Distribution Center. The Compamg lentered into an agreement to sell lvy Distrdou€enter. Such sale is expected to
close by September 30, 1997.

(7) Excludes the Comeau Building, which is a histdrbuilding constructed in 1926 and renovate@l986. Of the 80 ACP Properties built
before 1990, 67 have been substantially renovattdrnvihe past five years. See "The Propertieshe ACP Properties."
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The following table sets forth certain informatiabout the Properties in each of the 18 markets$ dsne 30, 1997:

PERCENT OF
TOTAL
OFFICE INDU STRIAL TOTAL RENTABLE RENTABLE ANNUALIZED
PROPERTIES PROPER TIES (1) PROPERTIES SQUARE FEET SQUARE FEET RENTAL REVENUE(2)
Research Triangle, NC......... 69 4 73 4,684,867 16.6% $ 60,708,337
Atlanta, GA.................. 35 30 65 4,312,917 15.4 35,716,888
Tampa, FL..ccooooveriennns 38 - 38 2,618,072 9.3 35,269,515
South Florida, FL............. 24 - 24 1,953,370 7.0 31,793,212
Piedmont Triad, NC. 25 80 105 4,592,854 16.4 30,178,568
Nashville, TN........ . 13 3 16 1,645,839 5.9 23,985,895
Orlando, FL....... 30 - 30 1,987,742 7.1 22,887,022
Jacksonville, FL 16 - 16 1,509,609 5.4 18,832,066
Charlotte, NC.... 14 16 30 1,375,122 4.9 13,572,690
Richmond, VA................. 17 1 18 943,689 3.4 12,767,935
Greenville, SC... 7 2 9 805,915 2.9 9,464,021
Memphis, TN........cceeene 7 - 7 466,362 1.7 8,649,836
Columbia, SC.........co...... 7 - 7 423,001 15 5,550,045
Tallahassee, FL. . 1 - 1 244,676 0.9 3,158,800
Birmingham, AL................ 1 - 1 114,539 0.4 1,777,307
Norfolk, VA........ . 1 1 2 178,827 0.6 1,553,477
Asheville, NC. 1 1 2 124,177 0.4 1,136,476
Ft. Myers, FL......cccoou.. 1 - 1 51,831 0.2 632,813
Total....occoveenens 307 138 445 28,033,409 100.0% $ 317,634,903
PERCENT OF

TOTAL ANNUALIZED

RENTAL REVENUE
Research Triangle, NC......... 19.1%
Atlanta, GA........ccceeun... 11.2

Tampa, FL......... . 11.1
South Florida, FL..... . 10.0
Piedmont Triad, NC. 9.5
Nashville, TN........ . 7.6
Orlando, FL..........c...ov... 7.2
Jacksonville, FL.............. 5.9
Charlotte, NC.... 4.3
Richmond, VA.................. 4.0
Greenville, SC... 3.0
Memphis, TN..... 2.7
Columbia, SC.... 1.7
Tallahassee, FL. . 1.0
Birmingham, AL................ 0.6
Norfolk, VA........ccccvvevneee

Asheville, NC

Ft. Myers, FL..

(1) Includes 74 service center properties.
(2) Annualized Rental Revenue is June 1997 reataue (base rent plus operating expense pasgtgpoultiplied by 12.
SERIESB PREFERRED OFFERING

On September 25, 1997, the Company sold 6,900,208&1ies B Cumulative Redeemable Preferred Share®t proceeds of approximat
$166.9 million (the "Series B Preferred Offering™pr a description of the Series B Preferred Shaees"Series B Preferred Offering."

THE OFFERINGS

Shares Offered..............ccooovviiiii. ... 7,500,000 (1)

Shares to be Outstanding After the Offerings....... ... 45,537,400(1)(2)

Use of Proceeds.........ccoevvevvenciinecnninnen, ... The Company intends to use the net proceeds of the Offerings,
together with the net proceeds from the Series B Preferred Offering,
to (i) fund the $24 million cash portion of th e purchase price of the
ACP Transaction and (ii) repay approximately $ 366.8 million of
mortgages to be assumed in connection with the ACP Transaction. See
"Use of Proceeds."

NYSE Symbol.......cccooeiiiiiiiiiiieciiie s . "HIwY

(1) Assumes the Underwriters' over-allotment oitmpurchase up to an aggregate of 1,125,000ssbaf@ommon Stock are not exercised.
See "Underwriting."

(2) Includes (a) 45,447,058 shares of Common Simdle outstanding after the Offerings and (b) 98 8dares of Common Stock to be iss
in connection with the ACP Transaction. Excludg@® (500,000 shares of Common Stock reserved faaisse upon exercise of options
granted pursuant to the Amended and Restated 11984 Sption Plan, (ii) 1,729,290 shares of Commtotksthat may be issued upon the
exercise of warrants granted to certain officersannection with certain property acquisitionsjulding warrants to purchase 1,479,:



shares of Common Stock to be issued in connectiintve ACP Transaction, (iii) 40,542 shares of @oom Stock that may be issued
pursuant to earn-out provisions in an acquisitigreament, (iv) 354,000 shares of Common Stockrtizat be issued upon redemption of
Common Units that may be issued in connection w&ttiain property acquisitions and (v) 10,105,532k of Common Stock that may be
issued upon redemption of Common Units (includir@38,702 Common Units to be issued in connectidh thie ACP Transaction), which
are redeemable by the holder for cash or, at thieropf the Company, shares of Common Stock oneaforrone basis.
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SUMMARY SELECTED FINANCIAL DATA

The following table sets forth selected financiadl @perating information for the Company on a norfa basis for the year ended December
31, 1996 and as of and for the six months ended 30n1997. The following table also sets fortleskld financial and operating information
on an historical basis for the Company for thegeefrom June 14, 1994 (commencement of operatitonBecember 31, 1994, for the years
ended December 31, 1995 and 1996 and for the sitha@nded June 30, 1997 and 1996.

The pro forma operating data for the year endeceBéer 31, 1996 assumes that the Eakin & Smith adiosn, the Summer 1996 Offerings,
the Crocker Merger, the issuance of the 2003 Nartelsthe 2006 Notes, the December 1996 OfferingsCmtury Center Transaction, the
Anderson Transaction, the Series A Preferred Offgrihe X-POSSM Offering, the August 1997 Offeritigg ACP Transaction, the Series B
Preferred Offering and the Offerings all occurred&January 1, 1996. The pro forma balance stseet dune 30, 1997 assumes that the
August 1997 Offering, the ACP Transaction, the &:B Preferred Offering and the Offerings all ocedron June 30, 1997. The pro forma
operating data for the six months ended June 37 48sumes that the Century Center Transactiomriierson Transaction, the Series A
Preferred Offering, the X-POSSM Offering, the Augi897 Offering, the ACP Transaction, the Serid@r&ferred Offering and the Offerings
occurred as of January 1, 1996.

The pro forma information is based upon certaiaggions that are included in the notes to thefpnma financial statements incorporated
by reference herein. The pro forma financial infation is unaudited and is not necessarily indieatiwhat the financial position and rest
of operations of the Company would have been andffor the periods indicated, nor does it purpmrepresent the future financial position
and results of operations for future periods.

The following information should be read in conjtion with the financial statements and notes tleagtd "Management's Discussion and
Analysis of Financial Condition and Results of Ggiems" incorporated by reference herein and th®tical financial statements and pro
forma financial statements and notes thereto réggttie ACP Transaction included in the Companyle€ht Report on Form 8-K dated
August 27, 1997 (as amended by Form 8-K/A filedSeptember 23, 1997) incorporated by referenceherei

UNAUDITED
UNAU DITED HISTORICAL
PRO FORMA UNAUDITED
SIXM ONTHS SIX MONTHS ENDED PRO FORMA YEAR ENDED YEAR ENDED
EN DED JUNE 30, YEAR ENDED DECEMBER 31, DECEMBER 31,
JUNE 3 0,1997 1997 1996 DECEMBER 31, 1996 1996 1995

(DOLLARS IN THOUSANDS EXCEPT PER SHARE AMOUNTS )
OPERATING DATA:

Total revenue.........ccccevveevieenns $1 65,392 $ 119,559 $ 51,437 $ 293,756 $ 137,926 $ 73,522
Rental property operating expenses (1).... 51,570 31,588 13,195 108,780 35,313 17,049
General and administrative................ 4,284 4,284 2,134 6,137 5,666 2,737
Interest expense...........cccuee... 25,021 23,638 9,074 48,710 26,610 13,720
Depreciation and amortization............. 26,628 19,900 7,898 49,343 22,095 11,082
Income before minority interest........... 57,889 40,149 19,136 80,786 48,242 28,934
Minority interest............ccocoeennene ( 10,536) (6,424) (3,324) (14,703) (6,782) (4,937)
Income before extraordinary item.......... 47,353 33,725 15,812 66,083 41,460 23,997
Extraordinary item-loss on early

extinguishment of debt.................. -- (3,337)  -- -- - (2,140) (875)
Netincome.........ccccvvviiiiinnnnn, $ 47,353 $ 30,388 $ 15812 $ 66,083 $ 39,320 $ 23,122
Dividends on 8 5/8% Series A Cumulative

Redeemable Preferred Shares............. (5,391) (4,102) - (10,781) -- -
Dividends on 8% Series B Cumulative

Redeemable Preferred Shares............. (6,900) - - (13,800) -- -
Net income available for common

stockholders............ccccevvennne, $ 35,062 $ 26,286 $ 15812 $ 41,502 $ 39,320 $ 23,122
Net income per common share............... $ 077 $ 074$%$ 080 $ 0091 $ 151 $ 149

BALANCE SHEET DATA (AT END OF PERIOD):
Real estate, net of accumulated

depreciation 81,751 $1,664,751 $ 721,155 - $1,377,874 $ 593,066
Total assets.......coocverieerneeennes 13,014 1,737,538 972,536 -- 1,443,440 621,134
Total mortgages and notes payable......... 7 37,866 647,473 214,058 -- 555,876 182,736

OTHER DATA:
FFO (2)eeiiiiiiiieeiieeiieeeees 72,226 55,947 27,289 105,831 70,620 40,016
Number of in-service properties........... 445 361 201 - 292 191
Total rentable square feet................ 28,0 33,000 21,583,000 10,385,000 -- 17,455,000 9,215,000
JUN E 14
199 4TO
DECEM BER 31,
1 994
OPERATING DATA:

Total revenue.........cocuvveeeeveeenn. $ 19,442
Rental property operating expenses (1).... 5,110
General and administrative................ 810
Interest expense............c....... 3,220
Depreciation and amortization............. 2,607
Income before minority interest........... 7,695
Minority interest...........cccoovevenis (808)
Income before extraordinary item.......... 6,887
Extraordinary item-loss on early

extinguishment of debt.................. (1,273)
Netincome.........ccccvvviiiiinnnnnn, $ 5,614

Dividends on 8 5/8% Series A Cumulative
Redeemable Preferred Shares............. --



Dividends on 8% Series B Cumulative
Redeemable Preferred Shares............. --
Net income available for common
stockholders...........cccoovevinnne $ 5,614
Net income per common share............... $ 0.63
BALANCE SHEET DATA (AT END OF PERIOD):
Real estate, net of accumulated

depreciation..........ccc.ceeernenn. $2 07,976
Total assets.........ccccevvvviiiinnne 2 24,777
Total mortgages and notes payable......... 66,864

OTHER DATA:
FFO (2).eiiviiiiiiiiiiiiicin, 10,302
Number of in-service properties........... 44
Total rentable square feet................ 2,7 46,000

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

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

The Company is a self-administered and self-managedy REIT that began operations through a prestar in 1978. Following its initial
public offering (the "IPO") in 1994, the Companyaddished itself as one of the largest owners gratators of suburban office and industrial
properties in the Southeast. The Company owns 8f#epties located in 16 markets in North CaroliAayida, Tennessee, Georgia, Virginia,
South Carolina and Alabama. The Company has entet@dgreements (the "ACP Transaction Agreememtgl) ACP and other owners of
the ACP Properties pursuant to which the Compaitiicainbine its property operations with ACP andwiog a portfolio of 84 office
properties encompassing approximately 6.5 milliemable square feet and approximately 50 acremndffor development in six markets in
Florida (the "ACP Transaction"). Assuming consuniorabf the ACP Transaction, which is expected toundy October 15, 1997, the
Company will own 449 office and industrial propestiencompassing approximately 28.3 million rentagleare feet and will be the largest
full-service real estate operating company in Elarispecializing in the ownership, management, iaitipin and development of office and
industrial properties. There can be no assurarateathor part of the ACP Transaction will be comsnated. See "Recent Developments.”

The Highwoods Properties consist of 225 suburb&oeoproperties and 140 industrial (including 74véEe center) properties, contain an
aggregate of approximately 21.8 million rentableesg feet and are leased to approximately 2,05htenAt June 30, 1997, the Highwoods
Properties were 93% leased. An additional 26 pt@sef(the "Development Projects"), which will enquems approximately 2.3 million
rentable square feet are under development in N&atblina, Virginia, Tennessee, Georgia and Souattolha. The Company also owns 547
acres (and has agreed to purchase an additionalct@8 inclusive of the ACP Transaction) of Develept Land. The Development Land is
zoned and available for office and/or industriatelepment, substantially all of which has utilibfrastructure already in place.

The Company conducts substantially all of its atifig through, and substantially all of its projestare held directly or indirectly by, the
Operating Partnership. The Operating Partnerstiprigrolled by the Company, as its sole generahparwhich owns approximately 84% of
the Common Units in the Operating Partnership. rEneaining Common Units are owned by limited par(@rcluding certain officers and
directors of the Company). Other than Common Umilsl by the Company, each Common Unit may be reddém the holder thereof for
the cash value of one share of Common Stock dtheaCompany's option, one share (subject to ceadjinstments) of Common Stock. With
each such exchange, the number of Common Unitsalwye¢he Company and, therefore, the Company'ssp&age interest in the Operating
Partnership, will increase.

In addition to owning the Highwoods Properties, Brevelopment Projects and the Development LandCtimapany provides leasing,
property management, real estate development,raatish and miscellaneous tenant services forrip@rties as well as for third parties. 1
Company conducts its third-party fee-based sentiuerigh Highwoods Tennessee Properties, Inc.,@lybwned subsidiary of the
Company, and Highwoods Services, Inc., a subsidiatiie Operating Partnership.

The Company was formed in North Carolina in 199%e Tompany's executive offices are located at Bribketree Court, Suite 600,
Raleigh, North Carolina 27604, and its telephonmlmer is (919) 872-4924. The Company also maintagmnal offices in Winston-Salem,
Greensboro and Charlotte, North Carolina; Richma&fidyinia; Nashville and Memphis, Tennessee; Attar@eorgia; and Tampa and Boca
Raton, Florida.

OPERATING STRATEGY
The Company believes that it will continue to bénfebm the following factors:

DIVERSIFICATION. Since its IPO in 1994, the Compams significantly reduced its dependence on anycpéar market, property type or
tenant. The Company's in-service portfolio has agpd from 41 North Carolina properties (40 of whigdre in the Research Triangle area)
to 365 properties in 16 southeastern markets. dpanpletion of the ACP Transaction, the Company aih 449 properties in 18
southeastern markets. Based on June 1997 requt@xémately 45% of the rental revenue from thehigods Properties was derived from
properties in North Carolina (26% in the Researdangle). Upon completion of the ACP Transactiqmpraximately 33% of the rental
revenue from the Properties will be derived fromparties in North Carolina (19% in the Researclafdgle), as compared to approximately
35% in Florida.
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In February 1997, the Company made a significargstment in the suburban Atlanta market with thguésition of the Century Center Offi
Park and a business combination with Anderson Ptiepelnc. The Company first entered the Atlantrket as well as four markets in
Florida and six other markets through its Septem®86 merger with Crocker Realty Trust, Inc. Pt@its merger with Crocker, the
Company expanded into Winston-Salem/GreensborahNearolina (the "Piedmont Triad") and Charlott@rtd Carolina through a merger
with Forsyth Properties, Inc. ("Forsyth") and ateenpleted significant business combinations in Richd, Virginia and Nashville,
Tennessee. The Company has focused on markettikbahe Research Triangle, have strong demogcagid economic characteristics. The
Company believes that its markets have the potent&x the long term to provide investment retuire exceed national averages.

The Company's strategy has been to assemble alpodf properties that enables the Company tordfteldings with a variety of cost, ten:
finish and amenity choices that satisfy the facitieeds of a wide range of tenants seeking comaiexgace. This strategy led, in part, to the
Company's combination with Forsyth in February 198Bich added industrial and service center prige(as well as additional office
properties) to its suburban office portfolio. Todagsed on the June 1997 results for the HighwBodgerties, approximately 85% of the
Company's rental revenue is derived from suburlficeqoroperties and 15% is derived from industpedperties. Upon completion of the
ACP Transaction, approximately 89% of the Compargrisal revenue will be derived from office propestand 11% will be derived from
industrial properties.

The Company has also reduced its dependence gpeatigular tenant or tenants in any particular stdu Its tenants represent a diverse
cross-section of the economy. As of June 30, 18®720 largest tenants of the Highwoods Properéipeesented approximately 22.4% of the
combined rental revenue from the Highwoods Progerand the largest single tenant accounted faoajpately 4.3% of such revenue.
Upon completion of the ACP Transaction, the 20datdenants of the Properties will represent apprately 21.6% of the combined rental
revenues from the Properties, and the largestesieglant will account for approximately 3.8% oflsuevenue. See "The Properties.”

ACQUISITION AND DEVELOPMENT OPPORTUNITIES. The Corapy seeks to acquire suburban office and indugiri@erties at price
below replacement cost that offer attractive retuimcluding acquisitions of underperforming, higlelity properties in situations offering
opportunities for the Company to improve such progs' operating performance. The Company will @lsntinue to engage in the selective
development of office and industrial projects, ity in suburban business parks, and intendsdos@n build-to-suit projects and projects
where the Company has identified sufficient demamduild-to-suit development, the building is siigantly pre-leased to one or more
tenants prior to construction. Build-to-suit prdagoften foster strong long-term relationships lestavthe Company and the tenant, creating
future development opportunities as the facilitgaeof the tenant increase.

The Company believes that it has several advant@agasmany of its competitors in pursuing developtrand acquisition opportunities. The
Company has the flexibility to fund acquisitionsladevelopment projects from numerous sources, dimofuthe private and public debt
markets, proceeds from its private and public gopfiterings, its $280 million Revolving Loan, otheeink and institutional borrowings and
the issuance of Common Units. Frequently, the Camppa&quires properties through the exchange of Camldnits in the Operating
Partnership for the property owner's equity indghquired properties. As discussed above, each Conunit received by these property
owners is redeemable for cash from the Operatimtn&ahip or, at the Company's option, shares ofi@on Stock. In connection with these
transactions, the Company may also assume outstaimtiebtedness associated with the acquired greperhe Company believes that this
acquisition method may enable it to acquire praopemt attractive prices from property owners wighio enter into tax-deferred transactions.
Since the Company's inception and including the A€dhsaction, Common Units have constituted aflat of the consideration for 231
properties comprising 16.0 million rentable squaet. As of June 30, 1997, only 1,200 Common Umétd been redeemed for cash, totaling
$35,000.

Another advantage is the Company's commerciallyyd@nd unencumbered Development Land in existisgbas parks. Upon completion
of the ACP Transaction the Company will own 597eadiand will have agreed to purchase an additi®nalacres) of Development Land,
substantially all of which has utility infrastrucéualready in place.

The Company's development and acquisition acts/aiso benefit from its local market presence amahkedge. Upon completion of the
ACP Transaction, the Company's property-level effiowill have on average over 18 years of real@stgperience in their respective
markets. Because of this experience, the
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Company is in a better position to evaluate actjoisnd development opportunities. In additior, @ompany's relationships with its tene
and those tenants at properties for which it cotgitiérd party fee based services may lead to developmejeqts when these tenants or t|
affiliates seek new space. Also, its relationshifth other property owners for whom it providesrthparty management services generate
acquisition opportunities.

MANAGED GROWTH STRATEGY. The Company's strategy bagn to focus its real estate activities in markdiere it believes its
extensive local knowledge gives it a competitiveaadage over other real estate developers andtopgras the Company has expanded into
new markets, it has continued to maintain thislized approach by combining with local real estgterators with many years of
development and management experience in theiecgsp markets. Also, in making its acquisitiofes Company has sought to employ
those property-level managers who are experiendggdtie real estate operations and the local maetating to the acquired properties, so
that approximately 85% of the rentable square fpotaf the Highwoods Properties was either develdyetthe Company or is managed on a
day-to-day basis by personnel that previously medalgased and/or developed those Highwoods Prepértior to their acquisition by the
Company. Upon completion of the ACP Transactiopraximately 80% of the rentable square footagdefRroperties will have been
developed by the Company or will be managed oryataaay basis by personnel that previously managesged and/or developed these
Properties prior to their acquisition by the Comypan

EFFICIENT, CUSTOMER SERVICE-ORIENTED ORGANIZATION he Company provides a complete line of real est@ateices to its
tenants and third parties. The Company believesthm-house development, acquisition, construction mamage, leasing and managem
services allow it to respond to the many demandss @xisting and potential tenant base, and eriabideprovide its tenants cost-effective
services such as build-to-suit construction an@emaodification, including tenant improvements argansions. In addition, the breadth of
the Company's capabilities and resources providesh market information not generally availabléne Company believes that the operating
efficiencies achieved through its fully integrataganization also provide a competitive advantaggetting its lease rates and pricing other
services.

FLEXIBLE AND CONSERVATIVE CAPITAL STRUCTURE. The Qupany is committed to maintaining a flexible andiservative capital
structure that: (i) allows growth through develominand acquisition opportunities; (ii) provides @ss to the private and public equity and
debt markets on favorable terms; and (iii) proméatgre earnings growth.

The Company and the Operating Partnership have nigmated a strong and consistent ability to acttesgrivate and public equity and debt
markets. Since the IPO, the Company has completadpiublic offerings and two private placementé®fCommon Stock, one public
offering of Series A Preferred Shares and one puffering of Series B Preferred Shares, raisingl toet proceeds of $965 million, which
were contributed to the Operating Partnership itharge for additional partnership interests asireduy the Operating Partnership
Agreement. On December 2, 1996, the Operating &atiip issued the 2003 Notes and the 2006 Notaggregate principal amounts of $:
million and $110 million, respectively.

On June 24, 1997, a trust formed by the OperatargnBrship sold $100 million of Exercisable PutiOptSecurities ("X-POSSM"), which
represent fractional undivided beneficial interestihe trust. The assets of the trust consishimipng other things, $100 million of Exercise
Put Option Notes due June 15, 2011 issued by tleeafipg Partnership (the "Put Option Notes"). TRPGSSM bear an interest rate of
7.19% and mature on June 15, 2004, representieffective borrowing cost of 7.09%, net of a relaped option and certain interest rate
protection agreement costs. Under certain circumssts the Put Option Notes could also become sutojearly maturity on June 15, 2004.

In addition, the Company has a $280 million RevadviLoan with a syndicate of lenders, which expoectober 31, 1999. As of September
25, 1997, interest on the outstanding balance wgahge monthly at a rate of 6.66%.

Assuming completion of the ACP Transaction, the #atd 997 Offering, the Series B Preferred Offedng the Offerings, the Company's
forma debt as of June 30, 1997 would have total&8 $nillion and would have represented approximye2&ps of total market capitalization
(based on a price of $35 per share for the Comnackp
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RECENT DEVELOPMENTS
BUSINESS COMBINATION WITH ASSOCIATED CAPITAL PROPERTIES, INC.

GENERAL. The Company has entered into the ACP Taeitisn Agreements with ACP and the other owneth®@fACP Properties pursuant
to which the Company will combine its property agt@ns with ACP and acquire a portfolio of officeoperties and development land in
Florida (the "ACP Transaction"). The ACP Transattiovolves 84 office properties encompassing 6 fionirentable square feet and
approximately 50 acres of land for development witbuild-out capacity of 1.9 million square feet. At June B897, the ACP Properties wi
90% leased to approximately 1,100 tenants inclutiig, the state of Florida, Prudential, Price Whtarse, AT&T, GTE, Prosource,
Lockheed Martin, NationsBank and Accustaff. Sevarite of the ACP Properties are located in subugadimarkets, with the remaining
properties located in the central business disto€tOrlando, Jacksonville and West Palm Beach aFaescription of the ACP Properties, see
"The Properties." Although the Company expectsA6® Transaction to close by October 15, 1997, sar@sice can be made that all or part
of the transaction will be consummated.

Upon consummation of the ACP Transaction, the Camppéll become the largest full-service real estgberating company in Florida,
specializing in the ownership, management, acdoisdand development of office and industrial préjest Upon completion of the ACP
Transaction, the Company will have offices in Nd@t&rolina's three major markets: the Research giéathe Piedmont Triad and Charlotte,
North Carolina; Richmond, Virginia; Nashville andephis, Tennessee; Atlanta, Georgia; and Tampa Baton, Orlando, South Floric
Tallahassee and Jacksonville, Florida. Followirgg AP Transaction, the Company will own 449 in-gar\properties totaling approximately
28.3 million rentable square feet.

The Company believes that the ACP Transactioruisigue investment opportunity. The merger with AGPF combine the Company with
Florida's largest owner and operator of office prtips. ACP has a demonstrated capacity for valigeé acquisitions and is regarded as one
of the region's premier office operators. Upon comsation of the ACP Transaction, Florida will beethe Company's largest market and
the Company will enjoy a combined nine percentasludthe office market in the state's four largastropolitan markets Orlando, Tampa,
Jacksonville and South Florida. From May 1996 toyMI897, Florida's employment growth averaged 4%mmared to nationwide growth of
approximately 2% during the same period. The Comjetieves that the Florida markets are early endffice recovery cycle, as evidenced
by declining vacancy rates, significant increaseental rates and modest development activity. Chpany also believes that Florida's
complex permitting and regulatory environment diseges competitors by creating various barrieentoy that serve to limit new
development.

Under the terms of the ACP Transaction AgreemehésCompany will acquire all of the outstandingitastock of ACP and all of the
ownership interests in the entities that own thePAZoperties for an aggregate purchase price df $i6llion, subject to certain adjustments.
The cost of the ACP Transaction is expected toisbn§the issuance of 3,036,702 Common Units @alat $32.50 per Common Unit), the
assumption of approximately $481 million of mortgatebt ($391 million of which is expected to bedpafif by the Company on the date of
closing), the issuance of 90,342 shares of ComntockSvalued at $32.50 per share), a capital expesserve of $11 million and a cash
payment of approximately $24 million. All Common iténand Common Stock to be issued in the trangaetie subject to restrictions on
transfer or redemption. Lock-up restrictions witispect to the Common Units issued to ACP and filsagés will expire over a three-year
period in equal annual installments commencingyas from the date of issuance. The restrictionthertransfer of the Common Stock ta
issued to ACP and its affiliates are to expire3&@increments (six months, one year, two yeardlamee years from the date of closing). All
lockup restrictions on the transfer of such Comrdaoits or Common Stock issued to ACP and its afésawill expire in the event of a char
of control of the Company or a material adversenglean the financial condition of the Company. Stestrictions will also expire if James
R. Heistand, president of ACP, is not appointedlected as a director of the Company within one frean the date of closing. Also in
connection with the ACP Transaction, the Comparlyiggue to certain affiliates of ACP warrants targhase 1,479,290 shares of the
Common Stock at $32.50 per share.

Under the terms of the the ACP Transaction Agregsaéie right of the Company or ACP to terminate ACP Transaction is generally
limited to the following: (i) the failure of the loér party to close on or before October 15, 1983vided that the terminating party has acte
good faith; (ii) the existence of any material adeechange in the business or financial conditiote financial or business prospects of
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the Company since March 31, 1997; and (iii) thes&xice of any material structural or environmedédiécts or title or other deficiencies
existing at any or all of the ACP Properties. Int@i@ circumstances, if the ACP Transaction is teated, the terminating party may be
required to pay a break-up fee of $15 million.

MANAGEMENT OF ACP. Upon completion of the ACP Tracsion, Mr. Heistand will become a regional vicegident of the Company
responsible for its Florida operations and will tsee an advisory member of the Company's investemninittee. Mr. Heistand is expected
to join the Company's Board of Directors and becarmmeting member of the Company's investment cotemitithin the next year. Mr.
Heistand has over 19 years of commercial realestgterience in Florida. Over 100 employees of A@Pexpected to join the Company,
including the two other members of ACP's senior agament team, Allen C. de Olazarra and Dale Jolsanne

FINANCING ACTIVITIESAND LIQUIDITY
Set forth below is a summary description of the @any's recent financing activities:

SERIES B PREFERRED OFFERING. On September 25, 1i887Company sold 6,900,000 Series B PreferredeSHar net proceeds of
approximately $166.9 million. Dividends on the $erB Preferred Shares are cumulative from theafadgginal issuance and are payable
quarterly on March 15, June 15, September 15 amgéfber 15 of each year, commencing December 15, H%he rate of 8% of the $25
liquidation preference per annum (equivalent t@82er annum per share). The Series B Preferrec:Shae not redeemable prior to
September 25, 2002. See "Series B Preferred Ogférin

X-POSSM OFFERING. On June 24, 1997, a trust forlnethe Operating Partnership sold $100 million géE€isable Put Option Securities
("X-POSSM") due June 15, 2004, which represent fragtiondivided beneficial interests in the trust. Hssets of the trust consist of, am
other things, $100 million of Exercisable Put Optidotes due June 15, 2011 issued by the Operatirtgd?ship. The X-POSSM bear an
interest rate of 7.19%, representing an effectimedwing cost of 7.09%, net of a related put optimdl certain interest rate protection
agreement costs. Under certain circumstances,uh®gtion Notes could also become subject to eadurity on June 15, 2004.

AUGUST 1997 OFFERING. On August 28, 1997, the Camypantered into two transactions with affiliatedsfion Bank of Switzerland (tl
"August 1997 Offering"). In one transaction, thengmny sold 1,800,000 shares of Common Stock to LiB&ed for net proceeds of
approximately $57 million. In the other transactitire Company entered into a forward share purchgssement (the "Forward Contract")
with Union Bank of Switzerland, London Branch ("UBB"). The Forward Contract generally provides ttidhe price of a share of Comm
Stock is above $32.14 (the "Forward Price") on Asid8, 1998, UBS/LB will return the difference §hares of Common Stock) to the
Company. Similarly, if the price of a share of Coom&tock on August 28, 1998 is less than the Fahwaice, the Company will pay the
difference to UBS/LB in cash or shares of Commartistat the Company's option.

FINANCING OF THE ACP TRANSACTION. The Company intinto use the proceeds of the Offerings, togetlitbrttve net proceeds from
the Series B Preferred Offering, to (i) fund the $illion cash portion of the purchase price of #@P Transaction and (ii) repay
approximately $366.8 million of indebtedness tabsumed in connection with the ACP Transaction."Sse of Proceeds." In addition, the
Company currently plans to repay all but $90 millf the remaining ACP debt. The remaining $90iomillof indebtedness consists of fixed
rate mortgage loans with an average maturity of gigars and a weighted average interest rate 8%8.2

PRO FORMA CAPITALIZATION. Assuming completion oféhOfferings, the Series B Preferred Offering, thagdst 1997 Offering and the
ACP Transaction, the Company's pro forma debt dsioé 30, 1997 would have totaled $738 million wodld have represented 25% of tc
market capitalization (based on a stock price &)$B8he Company's pro forma fixed charge coveratje (defined as income before mino
interest plus interest expense divided by conteddiiierest expense plus preferred stock dividefaishe six months ended June 30, 1997
would have equaled 2.4x.

ORGANIZATIONAL CHANGES

Upon completion of the ACP Transaction, the Compaitlycreate three regional divisions. Mr. Heistapdesident of ACP, will be
responsible for the Company's Florida operatiooknJV. Eakin, who joined the Company in connectiath its acquisition of Eakin & Smi
in April 1996, will be responsible for the Compangperations in Tennessee and Alabama. Edwardtsch;rwho joined the Company in
1982, will be responsible for the Company's operetiin North Carolina, Georgia, Virginia and SoGdrolina.
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In addition, William T. Wilson 1ll, who served tf@ompany as executive vice president since its navgk Forsyth, has resigned as an
officer of the Company. Mr. Wilson will remain one Company's Board of Directors.

DEVELOPMENT ACTIVITY

The Company has 26 properties under developmernihémarkets totaling approximately 2.3 million ageifeet of space. The following

table summarizes these Development Projects amef30, 1997:

NAME LOCATION FEET COSTS  6/30/97 PERCENTAGE COMPLETION

OFFICE PROPERTIES: (DOLLARS IN THOUSANDS)

Ridgefield 111 Asheville 57,000 $ 5200 $ 14 0.0% 1Q98
2400 Century Center Atlanta 135,000 16,200 207 0.0 2Q98
Patewood VI Greenville 107,000 11,400 2,451 0.0 4Q98
Southwind IlI Memphis 69,000 7,000 2,598 100.0 4Q97
Colonnade Memphis 89,000 9,400 2,047 44.0 1Q98
SouthPointe Nashville 104,000 10,900 2,004 0.0 2Q98
Harpeth V Nashville 65,000 6,900 1,093 0.0 1Q98
Lakeview Ridge I Nashville 61,000 6,100 768 0.0 1Q98
Highwoods Plaza Il Nashville 103,000 10,400 5,733 100.0 3Q97
RMIC Piedmont Triad 90,000 7,700 32 100.0 2Q98
Highwoods Center Research Traingle 76,000 8,300 3 0.0 3Q98
Overlook Research Triangle 97,000 9,900 410 0.0 3Q98
Red Oak Research Triangle 65,000 6,000 399 0.0 3Q98
Situs Two Research Triangle 59,000 5,900 758 0.0 3Q98
Rexwood V Research Triangle 60,000 7,400 1,933 28.0 4Q97
ClinTrials Research Triangle 178,000 21,500 4,242 100.0 2Q98
Highwoods V Richmond 67,000 6,600 921 0.0 2Q98
Markel-American Richmond 106,000 10,600 120 48.0 2Q98
Grove Park | Richmond 61,000 5,900 2,143 15.0 3Q97
Highwoods Two Richmond 76,000 7,300 4,958 77.0 3Q97
West Shore Il Richmond 55,000 5,300 3,429 87.0 3Q97

OFFICE TOTAL OR WEIGHTED
AVERAGE 1,780,000 $185,900 $36,263 38.0%

INDUSTRIAL PROPERTIES:

TradePort-1 Atlanta 87,000 $ 3,100 $1,262 0.0% 4Q97
TradePort-2 Atlanta 87,000 3,100 - 0.0 4Q97
Newpoint Atlanta 119,000 4,700 2,160 0.0 3Q97
R.F. Micro Devices Piedmont Triad 49,000 8,400 4,089 100.0 4Q97
Highwoods Airport Center Richmond 142,000 6,100 4,997 100.0 3Q97

INDUSTRIAL TOTAL OR WEIGHTED

AVERAGE

RENTABLE COSTS

SQUARE ESTIMATED AT PRE-LEASIN

484,000 $ 25,400 $12,508 40.0%

G ESTIMATED

TOTAL OR WEIGHTED AVERAGE OF

ALL DEVELOPMENT PROJECTS 2,264,000 $211,300 $48,771 38.0%

SUMMARY BY ESTIMATED COMPLETION DATE:

Third Quarter 1997 556,000 $ 39,700 $23,420 65.0%
Fourth Quarter 1997 352,000 29,000 9,882 38.0
First Quarter 1998 272,000 27,600 3,922 14.0
Second Quarter 1998 680,000 73,500 7,526 47.0
Third Quarter 1998 297,000 30,100 1,570 0.0
Fourth Quarter 1998 107,000 11,400 2,451 0.0

2,264,000 $211,300 $48,771 38.0%

OTHER ACQUISITION ACTIVITY

The Company's investment committee continually watals potential acquisition opportunities in basheixisting markets and in new markets
that have demographic and economic charactersitici#ar to its current markets. Accordingly, at grgrticular time, the Company is likely
be involved in negotiations (at various stages)dguire one or more properties or portfolios.
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THE PROPERTIES

GENERAL

The Company owns 225 suburban office propertiesld@dndustrial properties, which are located imigkets in the Southeast. The office
properties are mid-rise and single-story suburlficeobuildings. The industrial properties inclu@& warehouse and bulk distribution
facilities and 74 service center properties. Thgise center properties have varying amounts a€effinish (usually at least 33%) and their
rents vary accordingly. The service center propsrdire suitable for office, retail, light induskidad warehouse uses. In the aggregate,

management developed 160 of the 365 Highwoods RiepeThe Company provides management and leasingces for 347 of the 365
Highwoods Properties.

Upon completion of the ACP Transaction, the Compaitlyown an additional 84 office properties. Th€R Properties are located in six
markets in Florida, including four markets in whitle Company currently owns properties (Jacksav@irlando, South Florida and Tampa).

The following table sets forth certain informatiabout the Highwoods Properties and ACP Properties dune 30, 1997:

ANNUALIZED RENTAL REVENUE (1 )
INDUSTRIAL
OFFICE PROPERTIES
PROPERTIES ®) T OTAL
Highwoods Properties.......c..cccoceevvvvevvceeee e $199,216,406 $34,468,743 $233 ,685,149
ACP Properties.....ccooccvniieneniiiiieeeeieeee . 83,949,754 -- 83 ,949,754
Total..oooooiiei e $283,166,160 $34,468,743 $317 ,634,903

RENTABLE SQUARE FEET

INDUSTRIAL
OFFICE PROPERTIES
PROPERTIES 2) T OTAL
Highwoods Properties.......cccccovvvvvveevenes 14,439,058 7,143,699 21 582,757
ACP PropertieS.....cccccvvvvvvvviiiiiiieeneaeees e 6,450,652 - 6 ,450,652
Total i 20,889,710 7,143,699 28 ,033,409

PERCENT LEASED

INDUSTRIAL
OFFICE PROPERTIES WE IGHTED
PROPERTIES 2) AV ERAGE
Highwoods Properties........ccccovcvvvvvvevees 94%(3) 90%(4) 93%
ACP Properti€S.....cccccvvvvcivvviiiiiiiennaaeees e 90(5) -- 90
Weighted Average......ccccocceeevvviivcccccceeeee 92% 90% 92%

AGE (YEARS)

INDUSTRIAL
OFFICE PROPERTIES WE IGHTED
PROPERTIES 2) AV ERAGE
Highwoods Properties.......ccccccovvveeenncceeees 11.0 11.9(6) 11.3
ACP Properti€S.....cccccovvvvivvviiiiiiiinneaeees e 16.3(7) -- 16.3
Weighted Average......cccccocevvvviivcccccceeeee 12.6 11.9 12.4

(1) Annualized Rental Revenue is June 1997 reatadrrue (base rent plus operating expense pasgt®pmultiplied by 12.

(2) Includes 74 service center properties.

(3) Includes 40 single-tenant properties comprigrggmillion rentable square feet and 10,152 rdatafuare feet leased but not occupied.
(4) Includes 25 single-tenant properties compridirgmillion rentable square feet and 66,330 rdatafjuare feet leased but not occupied.
(5) Includes seven single tenant properties conmgri®00,000 rentable square feet and 170,784 riensajoiare feet leased but not occupied.
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(6) Excludes Ivy Distribution Center. The Compamg lentered into an agreement to sell lvy Distrdnu€enter. Such sale is expected to
close by September 30, 1997.

(7) Excludes the Comeau Building, which is a histdrbuilding constructed in 1926 and renovate@l986. Of the 80 ACP Properties built
before 1990, 67 have been substantially renovattdrnvihe past five years. See " -- The ACP Prapsrt

PROPERTY LOCATIONS

Upon completion of the ACP Transaction, the Compaityown properties in 18 markets. The followirgpte sets forth certain information
about the Properties in each of the markets at 30n&997:

PERCENT OF
TOTAL
RENTABLE RENTABLE ANNUALIZE D PERCENT OF
OFFICE INDUSTRIAL TOTAL SQUARE SQUARE RENTAL TOTAL ANNUALIZED
PROPERTIES PROPERTIES (1) PROPERTIES FEET FEET REVENUE (2 ) RENTAL REVENUE
Research Triangle,

NC..ovvveeine 69 4 73 4,684,867 16.6% $60,708,3 37 19.1%
Atlanta, GA 35 30 65 4,312,917 15.4 35,716,8 88 11.2
Tampa, FL........... 38 - 38 2,618,072 9.3 35,269,5 15 11.1
South Florida, FL... 24 - 24 1,953,370 7.0 31,793,2 12 10.0
Piedmont Triad,

NC..ovvvieine 25 80 105 4,592,854 16.4 30,178,5 68 9.5
Nashville, TN....... 13 3 16 1,645,839 5.9 23,985,8 95 7.6
Orlando, FL......... 30 - 30 1,987,742 7.1 22,887,0 22 7.2
Jacksonville, FL.... 16 - 16 1,509,609 5.4 18,832,0 66 5.9
Charlotte, NC....... 14 16 30 1,375,122 4.9 13,572,6 90 4.3
Richmond, VA........ 17 1 18 943,689 3.4 12,767,9 35 4.0
Greenville, SC...... 7 2 9 805,915 2.9 9,464,0 21 3.0
Memphis, TN......... 7 - 7 466,362 17 8,649,8 36 2.7
Columbia, SC........ 7 - 7 423,001 15 5,550,0 45 17
Tallahassee, FL..... 1 - 1 244,676 0.9 3,158,8 00 1.0
Birmingham, AL...... 1 - 1 114,539 0.4 1,777,3 07 0.6
Norfolk, VA......... 1 1 2 178,827 0.6 1,553,4 77 0.5
Asheville, NC....... 1 1 2 124,177 0.4 1,136,4 76 0.4
Ft. Myers, FL....... 1 - 1 51,831 0.2 632,8 13 0.2

Total........ 307 138 445 28,033,409 100.0% $317,634,9 03 100.0%

(1) Includes 74 service center properties.
(2) Annualized Rental Revenue is June 1997 reatadrrue (base rent plus operating expense pasgt®pmultiplied by 12.
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TENANTS

Upon completion of the ACP Transaction, the Praogevill be leased to approximately 3,000 tenantich engage in a wide variety of
businesses. The following table sets forth infoiaratoncerning the 20 largest tenants of the Ptigseas of June 30, 1997:

PERCENT OF TOTAL

NUMBER ANNUALIZED ANNUALIZED

TENANT P ORTFOLIO (1) OF LEASES RENTAL REVENUE (2) RENTAL REVENUE (2)
1. H,A 14 $ 12,023,367 3.79%
2. H,A 42 11,364,429 3.58

3. HA 16 6,862,466 2.16
4, H,A 44 6,060,292 1.91

5. A 4 3,419,751 1.08

6. H 8 2,869,360 0.90

7. HA 11 2,428,690 0.76

8. Independent Life & Accident... A 1 2,160,000 0.68

9. Price Waterhouse............ccceeeeveeenn. H,A 3 2,138,427 0.67
10. BB&T .o H 3 1,912,170 0.60
11. The Martin Agency, INC.........cccveene H 1 1,879,875 0.59
12. International Paper............cccocuvene H 6 1,811,632 0.57
13. Jacobs-Sirrene Engineers, Inc.............. H 1 1,801,694 0.57
14. H.1.P. Health Plan of Florida A 1 1,745,127 0.55
15. Duke University..........ccccevvevrennnns H 5 1,743,889 0.55
16. Blue Cross & Blue Shield of NC............. H 7 1,708,580 0.54
17. Barclays American Mortgage H 3 1,665,378 0.52
18. Clintrials H 4 1,642,695 0.52
19. A 2 1,630,379 0.51
20. H 1 1,629,111 0.51

177 $ 68,497,312 21.56%

(1) H=Highwoods and A=ACP.
(2) Annualized Rental Revenue is June 1997 reatadrue (base rent plus operating expense pasgt®pmultiplied by 12.
LEASE EXPIRATIONS OF THE PROPERTIES

The following table sets forth scheduled lease ratioins for leases in place at the Properties dsioé 30, 1997, for each of the next 10 years
beginning with June 30, 1997, assuming no tenagoeses renewal options or is terminated due taudef

PERCENTAGE OF

RENTABLE TOTAL LEASED PERCENTAGE OF
SQUARE FEET SQUARE FEET ANNUALIZED TOTAL ANNUALIZED
NUMBER SUBJECT TO REPRESENTED BY RENTAL REVENUE RENTAL REVENUE
OF LEASES EXPIRING EXPIRING UNDER EXPIRING REPRESENTED BY
LEASE EXPIRING EXPIRING LEASES LEASES LEASES (1) EXPIRING LEASES
566 2,428,591 9.4% $ 24,405,298 7.7%
4,424,274 17.2 51,055,354 16.1
4,409,874 171 51,829,526 16.2
3,931,321 15.3 50,075,932 15.8
3,337,214 13.0 45,583,820 14.4
2,790,629 10.8 33,817,693 10.6
972,615 3.8 14,166,264 4.5
849,698 3.3 11,846,802 3.7
702,234 2.7 8,944,568 2.8
889,358 35 11,128,041 35
1,002,585 3.9 14,781,605 4.7
25,738,393 100.0% $317,634,903 100.0%

(1) Annualized Rental Revenue is June 1997 reataue (base rent plus operating expense pasgt®pmultiplied by 12.
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THE ACP PROPERTIES

The ACP Properties consist of 84 office buildingsdted in six metropolitan areas in Florida encossajpay a total of approximately 6.5
million rentable square feet. Sevemtine of the properties are suburban office buildingd comprise approximately 5.1 million squar¢ ¢
rentable space. The remaining five properties@ratéd in the central business districts of Orladdoksonville and West Palm Beach.

The ACP Properties generally were developed idatee1970s and early 1980s and have an averagef ageroximately 16 years (excluding
an 85,000-square foot historical property buill#26). Of the 80 ACP Properties built before 190have been renovated during the past
five years. The majority of the ACP Properties wacquired by ACP or its predecessors during thethese years, near the end of a
downturn in commercial real estate markets thatlted from the over-building of the 1980s. Mostlué ACP Properties are used for more
than one business activity. The ACP Propertiesiandar in quality to that of the Highwoods Propest They are primarily of brick or
concrete construction, having one to ten storidéth lwsh landscaped areas and sufficient parkingteir intended use. The ACP Properties
are well maintained and strategically located mesrsportation corridors. Other than regular maiatee operations, routine tenant
improvements and a planned renovation of Indepéer@ignare, the Company does not anticipate the sié¢e$ undertaking any significant
renovation or construction projects at any of ti&PAProperties in the near term.

Management of the ACP Properties is supervised ®p'é asset managers in regional offices. On-siteagement is conducted by ACP at all
of its properties. The Company intends to retdiofaACP's on-site managers following completiortleé ACP Transaction.

The following table sets forth information regamglithe ACP Properties:

TEN ANTS LEASING
25 % OR MORE OF
PERCENT PERCENT REN TABLE SQUARE
RENTABLE LEASED AT OCCUPIED AT FEET AT
NUMBER OF YEAR YEA R SQUARE JUNE 30, JUNE 30, JUNE 30,
PROPERTY BUILDINGS BUILT RENOV ATED FEET 1997 1997 1997
JACKSONVILLE PORTFOLIO
Three Oaks Plaza 3 1972 19 77 260,282 95.0% 94.5% N/A
Southpoint Building 1 1980 19 94 58,154 63.2 63.2 N/A
Reflections 2 1985 19 96 114,188 96.0 96.0 N/A
Independent Square 1 1975 19 98 676,021 63.3 44.9 Independen t Life & Accident
Life of the South 2 1964 19 95 75,960 57.3 57.3 Life Of Th e South
Building
Harry James Building 1 1982 N /A 30,961 91.9 91.9 AonRisk S ervices Inc. of FI.
CIGNA Building 1 1972 19 96 42,274 62.3 62.3 Insurance Co. Of North America
Belfort Park | 1 1988 19 96 60,897 97.4 97.4 ACR System s, Inc.
Belfort Park Il 1 1988 19 96 55,954 100.0 100.0 Mediaone
Belfort Park 111 2 1988 N /A 84,294 100.0 100.0 Xomed, Inc
JACKSONVILLE TOTAL OR
WEIGHTED AVERAGE 15 1,458,985 76.7% 68.1%
ORLANDO PORTFOLIO
Executive Point Towers 2 1978 19 97 124,833 83.9% 73.2% AT&T
One Winter Park 1 1982 19 92 62,212 80.7 80.7 N/A
Lakeview Office Park 6 1975 19 96 211,266 84.5 77.0 N/A
2699 Lee Road Building 1 1974 19 82 87,843 914 91.4 N/A
Premier Point North 1 1983 19 97 47,871 91.6 91.6 Muscato Co rporation
Premier Point South 1 1983 19 97 47,581 92.8 92.8 N/A
Skyline Center 1 1985 19 97 45,246 87.9 87.9 Hubbard Co nstruction Co.
The Palladium 1 1988 19 95 72,278 100.0 100.0 Westinghou se Electric
Corporate Square 4 1971 19 97 46,915 64.1 64.1 Valencia C ommunity College
ACP-W 6 1966-1992 19 94 315,515 100.0 100.0 AT&T
201 Pine Street Building 1 1980 19 94 236,866 97.4 97.4 N/A
CCC Building 1 1990 N /A 165,000 95.0 95.0 Campus Cru sade
Interlachen Village 1 1987 N /A 49,705 88.0 88.0 N/A
Signature Plaza 1 1982 19 94 273,815 100.0 100.0 N/A
ORLANDO TOTAL OR
WEIGHTED AVERAGE 28 1,786,946 93.1% 91.5%

S-17



NUMBER OF YEAR YEA

PROPERTY BUILDINGS BUILT RENOV

SOUTH FLORIDA PORTFOLIO

The 1800 Eller Drive 1 1983 19
Building

The Comeau Building 1 1926 19

Emerald Hills Executive 1 1979 19
Plaza |

Emerald Hills Executive 1 1979 19
Plaza ll

Venture Corporate Center 1 1982 19
|

Venture Corporate Center 1 1982 19
Il

Venture Corporate Center 1 1982 19
1

The Atrium at Coral 1 1984 19
Gables

Dadeland Towers North 3 1972 19
2828 Coral Way 1 1985 N
Centrum Plaza 1 1988 19
Pine Island Commons 1 1985 19
Atrium West 1 1983 19
Palm Beach Gardens 2 1984 19
Corporate Square 3 1981 N
Design Center 1 1986 N

SOUTH FLORIDA TOTAL OR
WEIGHTED AVERAGE 21
TALLAHASSEE PORTFOLIO
Blairstone Building 1 1994 N
FT. MYERS PORFOLIO
Sunrise Office Center 1 1974 19
TAMPA PORTFOLIO

Crossroads 1 1981 19
5310 Cypress Center 1 1982 19
Drive
5400 Gray Street 1 1973 19
Lakeside 1 1978 19
Parkside 1 1979 19
Horizon 1 1980 19
Pavillion 1 1982 N
Spectrum 1 1984 19
Lakepoint | 1 1986 N
Grand Plaza 3 1985 19
Lakeside Technology 4 1984 19
Tampa Telecom 2 1991 N

TAMPA TOTAL OR
WEIGHTED AVERAGE 18
TOTAL OR WEIGHTED
AVERAGE OF ALL ACP
PROPERTIES 84

R

TEN
25
PERCENT PERCENT REN
RENTABLE LEASED AT OCCUPIED AT
SQUARE JUNE 30, JUNE 30,

ATED FEET 1997 1997

96

96
92

92

92

92

92

100,509 99.0% 99.0% Renaissanc

85,060 73.0 713 N/A
62,806 97.3 97.3 N/A

74,141 91.3 86.6 Sheridan H
82,996 955 95.5 Conroy, Si

84,328 98.7 89.8 H.L.P.Hea
Michael Sw
83,443 100.0 100.0 H.I.P. Hea

163,968 95.8 95.8 Prosource

243,013 89.7 88.4 N/A
60,779 94.0 94.0 Spanish Ra
41,414 100.0 100.0 N/A
60,087 93.0 93.0 N/A

91,375 93.0 93.0 Federal Go
67,657 92.0 92.0 N/A

88,979 94.0 94.0 ValenciaC
57,500 100.0 100.0 N/A

1,448,055 93.5% 92.4%
244,676 100.0%  100.0% State of F
51,831 72.4% 72.4% N/A

74,729 62.0% 62.0% N/A

49,578 94.0 94.0 Fireman's
Pitney Bow

5,408 100.0 100.0 The Wacken
91,555 100.0 100.0 American P
102,046 100.0 100.0 IBM
92,338 92.8 92.8 IBM
144,166 100.0 100.0 IBM
146,994 100.0 100.0 IBM
229,358 99.7 99.7 IBM/Price
238,305 94.0 94.0 N/A
147,944 92.0 92.0 NationsBan
137,738 100.0 100.0 GTE

1,460,159 95.6% 95.6%

6,450,652 90.2% 87.5%
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MANAGEMENT

The following table sets forth certain informatiatth respect to the directors and executive offaarthe Company:

NAME AGE PRINCIPAL OCCUPAT IONS AND OTHER DIRECTORSHIPS

O. Temple Sloan, Jr. 58 Director and Chai rman of the Board of Directors. Mr. Sloan is a foun der
of the predecesso r of the Company. Mr. Sloan is a director of
NationsBank, N.A. Mr. Sloan also serves as chairman of General Parts ,
Inc., a nationwid e distributor of automobile replacement parts, whic h he
founded.

Ronald P. Gibson 53 Director, Preside nt and Chief Executive Officer. Mr. Gibson is a fou nder
of the Company an d has served as president or managing partner of it S
predecessor since its formation in 1978.

John L. Turner 51 Director, Vice Ch airman of the Board of Directors and Chief Investme nt
Officer. Mr. Turn er co-founded Forsyth's predecessor in 1975.

John W. Eakin 42 Director and Seni or Vice President. Mr. Eakin is responsible for
operations in Ten nessee and Alabama. Mr. Eakin was the founder and
president of Eaki n & Smith, Inc. prior to its merger with the Compan y.

Gene H. Anderson 52 Director and Seni or Vice President. Mr. Anderson manages the operati ons
of the Company's Georgia properties. Mr. Anderson was the founder an d
president of Ande rson Properties, Inc. prior to its merger with the
Company.

William T. Wilson Il 43 Director. Mr. Wil son served as executive vice president of the Compa ny
from February 199 5 until June 1997. Mr Wilson joined Forsyth in 1982 and
served as its pre sident from 1993 until its merger with the Company.

Thomas W. Adler 56 Director. Mr. Adl er is a principal of Cleveland Real Estate Partners ,a
fee-based real es tate service company. Mr. Adler has served as a mem ber
of the executive committee and board of governors of the National
Association of Re al Estate Investment Trusts ("NAREIT") and he was
national presiden tin 1990 of the Society of Industrial and Office
Realtors.

William E. Graham, Jr. 67 Director. Mr. Gra ham is a lawyer in private practice with the firm o f
Hunton & Williams . Mr. Graham was a board member, vice chairman and
general counsel 0 f Carolina Power & Light Company. Mr. Graham serves on
the Raleigh board of directors of NationsBank and the board of direc tors
of BB&T Mutual Fu nds Group.

L. Glenn Orr, Jr. 57 Director. Mr. Orr is a director of Southern National Corporation and was
its chairman of t he board of directors, president and chief executiv e
officer prior to its merger with Branch Banking and Trust.

Willard H. Smith Jr. 60 Director. Mr. Smi th was a managing director of Merrill Lynch. Mr. Sm ith
is @ member of th e board of directors of Cohen & Steers Realty Share S,
Cohen & Steers Re alty Income Fund, Cohen & Steers Special Equity Fun d,
Inc., Cohen & Ste ers Total Return Realty Fund, Cohen & Steers Equity
Income Fund, Esse x Property Trust, Inc., Realty Income Corporation a nd

Willis Lease Fina

ncial Corporation.
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NAME
Stephen Timko

Edward J. Fritsch

Carman J. Liuzzo

Mack D. Pridgen, Il

AGE PRINCIPAL OCCUPAT

69 Director. Mr. Tim
connection with t
served as associa
University.

38 Senior Vice Presi
operations in Nor
Fritsch joined th

36 Vice President, C
the Company, Mr.
for Boddie-Noell
Properties, Inc.

47 Vice President an
Pridgen was a par

IONS AND OTHER DIRECTORSHIPS

ko joined the Board of Directors in February 1995 i

he Company's acquisition of Research Commons. He ha
te vice president of financial affairs for Temple

dent and Secretary. Mr. Fritsch is responsible for

th Carolina, Georgia, Virginia and South Carolina.

e Company in 1982.

hief Financial Officer and Treasurer. Prior to join
Liuzzo was vice president and chief accounting offi
Enterprises, Inc. and Boddie-Noell Restaurant

Mr. Liuzzo is a certified public accountant.

d General Counsel. Prior to joining the Company, Mr
tner with Smith Helms Mulliss & Moore, L.L.P.

Mr.

ing
cer

In addition, upon completion of the ACP Transactideimes R. Heistand, president of ACP, will becarsenior vice president of the
Company responsible for the Company's Florida dgimeraand will become an advisory member of the Gamy's investment committee.
Within one year of the ACP Transaction, Mr. Heistéexpected to join the Company's Board of Daecand become a voting member of
the Company's investment committee.

SERIES B PREFERRED OFFERING

On September 25, 1997, the Company sold 6,900,666s3B Preferred Shares for net proceeds of appat&ly $166.9 million (the "Series
B Preferred Offering"). The following descriptiofithe Series B Preferred Shares is in all resprdtgect to and qualified in its entirety by

reference to the applicable provisions of the CamyjsaAmended and Restated Articles of Incorporatiociuding the Articles Supplemente
applicable to the Series B Preferred Shares.

With respect to the payment of dividends and amsupbn liquidation, the Series B Preferred Shaark PARI PASSU with the Series A
Preferred Shares and any other equity securititseo€ompany the terms of which provide that sughitg securities rank on a parity with 1
Series B Preferred Shares and rank senior to theni@m Stock and any other equity securities of tam@any which by their terms rank
junior to the Series B Preferred Shares. Dividestthe Series B Preferred Shares are cumulative fine date of original issue and
payable quarterly on March 15, June 15, Septentbhandl December 15 of each year, commencing Decebdhd©97, at the rate of 8% of
the $25 liquidation preference per annum (equivate$2.00 per annum per share). Dividends on ¢r@SB Preferred Shares will accrue
whether or not the Company has earnings, whetheoothere are funds legally available for the pagtrof such dividends and whether or
not such dividends are declared. The Series B Peef&hares have a liquidation preference of $25Ipare, plus an amount equal to any
accrued and unpaid dividends.

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

source.
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USE OF PROCEEDS

The net cash proceeds to the Company of the sbhafs@mmon Stock offered in the Offerings are expddb be approximately $249 million
(approximately $286 million if the Underwriters'@vallotment options are exercised in full). Ther@any intends to use the net proceeds of
the Offerings, together with the net proceeds ef3eries B Preferred Offering, to (i) fund the $2iflion cash portion of the purchase price
the ACP Transaction and (ii) repay approximatelg&8 million of mortgages to be assumed in conoaatiith the ACP Transaction. The
mortgages bear a weighted average interest r&el@f. Pending such uses, the net proceeds mayéstéa in short-term, investment grade,
income producing investments such as commerciamapevernment securities or money market fundsitivast in government securities.

PRICE RANGE OF COMMON STOCK AND DISTRIBUTION HISTORY

The Common Stock has been traded on the NYSE uhdexymbol "HIW" since its initial public offerinig June 1994. The following table
sets forth the high and low closing sales pricasshare reported on the NYSE for the periods inditand the distributions paid per share for
each such period.

CLOSING PRIC E DISTRIBUTIONS
PER SHARE PER

PERIOD OR QUARTER HIGH LOW SHARE
June 7, 1994 through June 30, 1994.........cccceee.. $211/2% 1 9718 $.075(1)
Third Quarter 1994.........ccccccvevvveeiveennnn. 21 2 0 425
Fourth Quarter 1994..........cccccevvviveeiinens 215/8 1 8 3/4 425
First Quarter 1995.........cccocevevivieiiiiennns 22 2 0 425
Second Quarter 1995.........cccccvevveeiieennnns 251/2 2 11/4 .450
Third Quarter 1995........cccccceviviiiiiiinne 26 7/8 2 37/8 450
Fourth Quarter 1995..........ccccoeivviirininene 28 3/8 2 51/2 .450
First Quarter 1996......... . 301/2 2 7 3/4 .450
Second Quarter 1996...........cccceevveeieeenns 301/4 2 6 7/8 .480
Third Quarter 1996.... 30 3/8 2 7 480
Fourth Quarter 1996.. 333/4 2 81/2 480
First Quarter 1997..... . 351/2 3 3 480
Second Quarter 1997........cccocvvevveenieenns 331/2 3 0 .510
July 1, 1997 through September 25, 1997............ 35 13/16 3 11/16

(1) No distribution was paid during this period.eTaccrued distribution of $.075 per share was paidlovember 16, 1994 at the time the
Company paid its initial distribution for the pedifrom inception to September 30, 1994.

On September 25, 1997, the last reported sale pfitee Common Stock on the NYSE was $35 1/16 pares On September 25, 1997, the
Company had 764 stockholders of record.

The Company intends to continue to declare quartéskributions on its Common Stock. However, nsusances can be given as to the
amounts of future distributions as such distritngiare subject to the Company's cash flow fromatjmers, earnings, financial condition,
capital requirements and such other factors aBtiaed of Directors deems relevant. The Companydieéasrmined that 100% of the per share
distribution for 1994, 93% of the per share disttibn for 1995 and 81% of the per share distribufar 1996 represented ordinary income to
the stockholders for income tax purposes. No aeseraan be given that such percentage will notghamfuture years.

The Company has adopted a program for the reinesgtof distributions under which holders of Comn8inck may elect automatically to
reinvest distributions in additional Common Stothe Company may, from time to time, repurchase ComBtock in the open market for
purposes of fulfilling its obligations under thistlibution reinvestment program or may elect suesadditional Common Stock.
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CAPITALIZATION

The following table sets forth the capitalizatidrttee Company as of June 30, 1997 and on a proddrasis assuming (i) the issuance anc
of the 7,500,000 shares of Common Stock offerdtiérOfferings at an offering price of $35 per shamnd the anticipated application of the
net proceeds therefrom as described in "Use ofdeds;" (ii) the Series B Preferred Offering, i ACP Transaction and (iv) the August
1997 Offering each had occurred as of June 30,.I89F capitalization table should be read in codiiom with the historical financial
statements and the notes thereto incorporatednhieyaieference and the pro forma financial inforioraeind the notes thereto incorporated
herein by reference.

JUNE 30, 1997
HISTORICAL PRO F ORMA
(IN THOUSANDS)

Debt:
ReVOIVING LO@N......ccoveciiiieciieceeee e $-- $- -
Mortgage NOteS.....ccvveeeevvviiiiiie 337,473 427,8 66
6 3/4% Notes due 2003........ccccevveevcceeneees e 100,000 100,0 00
7% Notes due 2006........cccceevevevcieaiceeee e 110,000 110,0 00
Exercisable Put Option Notes due 2011 (1)......... s 100,000 100,0 00
Total debt....ooociiiiiiiceee e 647,473 737,8 66
Minority interest in the Operating Partnership..... L 171,759 270,4 52
Stockholders' equity:
Preferred Stock, $.01 par value; 10,000,000 autho rized
8 5/8% Series A Cumulative Redeemable Preferre d Shares
(liquidation preference $1,000 per share), 125 ,000 shares issued
and outstanding.......cccocvevevciieeenneeee e 125,000 125,0 00
8% Series B Cumulative Redeemable Preferred Sh ares (liquidation
preference $25 per share), 0 shares and 6,900, 000 shares,
respectively, issued and outstanding......... L 0 172,5 00
Common Stock, $.01 par value; 100,000,000 authori zed, 35,931,307
shares and 45,321,649 shares, respectively, is sued and outstanding
(2) i e 359 4 53
Additional paid-in capital............cccccceeee. 783,442 1,086,7 38
Accumulated defiCit......ccooveeeiiccie s (18,706) (18,7 06)
Total stockholders' equity......cccccceeeeeee e 890,095 1,365,9 85
Total capitalization.........cccceeeveeeeee. e $1,709,327 $2,374,3 03

(1) On June 24, 1997, a trust formed by the Opwga®iartnership sold $100 million of Exercisable ®ption Securities ("X-POS(SM)"),
which represent fractional undivided beneficiabmaists in the trust. The assets of the trust cooiamong other things, $100 million of
Exercisable Put Option Notes due June 15, 201kikby the Operating Partnership (the "Put OptioteN9). The X-POS(SM) bear an
interest rate of 7.19% and mature on June 15, 2Z@@desenting an effective borrowing cost of 7.08%,0f a related put option and certain
interest rate protection agreement costs. Undéaioecircumstances, the Put Option Notes could béssmme subject to early maturity on J
15, 2004.

(2) Excludes (a) 7,068,830 (historical) and 10,%63,(pro forma) shares of Common Stock that maigsieed upon redemption of Common
Units (which are redeemable by the holder for aaslat the Company's option, shares of Common Stack one-for-one basis) issued in
connection with the formation of the Company anldlsgguent property acquisitions, including the AG&n8action, (b) 2,500,000 shares of
Common Stock reserved for issuance upon exercieptadfns granted pursuant to the Amended and Resi£194 Stock Option Plan, (c)
1,729,290 shares of Common Stock that may be isspex the exercise of outstanding warrants gratategrtain officers in connection with
certain property acquisitions, including the ACRiAsaction, (d) 354,000 shares of Common Stockntlagtbe issued upon redemption of
Common Units that may be issued in connection e&ttiain property acquisitions and (e) 40,542 shaf€ommon Stock that may be issued
pursuant to earn-out provisions in an acquisitigreament.
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SELECTED FINANCIAL DATA

The following table sets forth selected financiadl @perating data for the Company on a historindlapro forma basis. Historical operating
data for the year 1994 is presented from June 494,1the commencement of the Company's operafidrespro forma operating data for the
year ended December 31, 1996 has been derivecetgpiiiication of pro forma adjustments to the Camyfsaaudited consolidated financ
statements incorporated herein by reference andreessthat the following transactions all occurred®January 1, 1996: (i) the merger with
Eakin & Smith, Inc. and its affiliates (the "Eal@nSmith Transaction"), (ii) the issuance of 11,50 and 250,000 shares of Common Stock
(the "Summer 1996 Offerings"), (iii) the mergerwi€rocker Realty Trust, Inc., (the "Crocker Merge(lV) the issuance of the 2003 Notes
and the 2006 Notes, (V) the issuance of 2,587 600,626, 344,732 and 137,198 shares of Common $ioeeKDecember 1996 Offerings"),
(vi) the acquisition of Century Center Office Pakd an affiliated property portfolio (the "Centu®gnter Transaction"), (vii) the merger with
Anderson Properties, Inc. and its affiliates (tAederson Transaction"), (viii) the issuance of T2®), Series A Preferred Shares (the "Seri
Preferred Offering"), (ix) the issuance of X-POSg&hkk "X-POSSM Offering™), (x) the August 1997 Offey, (xi) the ACP Transaction, (xii)
the Series B Preferred Offering and (xiii) the @ifigs. The pro forma balance sheet data as of 30n€997 has been derived by the
application of pro forma adjustments to the Compmuogaudited consolidated financial statementsrpwated herein by reference and
assumes that the August 1997 Offering, the ACP Saeition, the Series B Preferred Offering and tHer@®igs occurred as of June 30, 1997.
The pro forma operating data for the six monthsedntline 30, 1997 has been derived by the applicatipro forma adjustments to the
Company's unaudited consolidated financial statésrienorporated herein by reference and assumethth&entury Center Transaction, the
Anderson Transaction, the Series A Preferred Offgrihe X-POSSM Offering, the August 1997 Offerittge ACP Transaction, the Series B
Preferred Offering and the Offerings occurred a3amfuary 1, 1996. The pro forma information is Hagson certain assumptions that are set
forth in the notes hereto included herein and éngio forma financial statements incorporated ligremce herein. The pro forma financial
information is unaudited and is not necessarilydative of what the financial position and reswtoperations of the Company would have
been as of and for the periods indicated nor doasrport to represent the future financial positamd results of operations for future periods.

The following information should be read in conjtion with the financial statements and notes tleagtd "Management's Discussion and
Analysis of Financial Condition and Results of Ggiems" incorporated by reference herein and th®tical financial statements and pro
forma financial statements and notes thereto réggttie ACP Transaction included in the Companyle€ht Report on Form 8-K dated
August 27, 1997 (as amended by Form 8-K/A filedSeptember 23, 1997) incorporated by referenceerei
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UNAUDITED UNA
PRO FORMA HIS

SIX MONTHS
ENDED SIX MO
JUNE 30, JU
1997 1997
OPERATING DATA:
Total revenue.............. $ 165,392 $ 119,55
Rental property operating
expenses (1)............. 51,570 31,58
General and
administrative........... 4,284 4,28
Interest expense........... 25,021 23,63
Depreciation and
amortization............. 26,628 19,90
Income before minority
interest........cocuuu.. 57,889 40,14
Minority interest.......... (10,536) (6,42
Income before extraordinary
item.. ... 47,353 33,72

Extraordinary item-loss on
early extinguishment of
- (3,33
47,353 30,38
Dividends on 8 5/8% Series
A Cumulative Redeemable
Preferred Shares......... (5,391) (4,10
Dividends on 8% Series B
Cumulative Redeemable
Preferred Shares......... (6,900) -
Net income available for
common stockholders...... $ 35,062 $ 26,28
Net income per common
share......cccceeeveenne $ 077 % 07
BALANCE SHEET DATA
(AT END OF PERIOD):
Real estate, net of
accumulated

depreciation............. $2,281,751 $1,664,75
Total assets............... 2,413,014 1,737,53
Total mortgages and notes

payable.................. 737,866 647,47

OTHER DATA:

FFO(2)..oiviiiiirenne. 72,226 55,94
Number of in-service

properties.............. 445 36
Total rentable square

feet e 28,033,000 21,583,00

UDITED
TORICAL UNAUDITED
PRO FORMA

NTHS ENDED  YEAR ENDED YEAR ENDED YEAR EN
NE 30, DECEMBER 31, DECEMBER 31, DECEMBER

1996 1996 1996 1995

(DOLLARS IN THOUSANDS EXCEPT PER SHARE AMOUNTS)

9 $ 51,437 $293,756 $ 137,926 $735
8 13,195 108,780 35,313 17,0

4 2,134 6,137 5,666 2,7
8 9,074 48,710 26,610 13,7

0 7,898 49,343 22,095 11,0

9 19,136 80,786 48242 28,9
4) (3,324) (14,703)  (6,782) (4.9

5 15,812 66,083 41,460 23,9

- - (2140) (8
8 15812 66,083 39,320 23,1

2) -~ (10,781) -

- -~ (13,800) -
6$ 15812 $41502 $ 39320 $23.1

4% 080 $ 091 $ 151 $ 1.

1$ 721,155 - $1,377,874 $593,0
8 972,536 - 1,443,440 6211
3 214,058 - 565,876  182,7

7 27,289 105,831 70,620 40,0
1 201 - 292 1

0 10,385,000 - 17,455,000 9,215,0
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JUNE 14,
DED 1994 TO
31, DECEMBER 31,
1994
22 $19,442
49 5,110
37 810
20 3,220
82 2,607
34 7,695
37) (808)
97 6,887
75)  (1,273)
22 5,614
22 $ 5614
49 $ 063
66  $207,976
34 224,777
36 66,864
16 10,302
91 a4
00 2,746,000

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

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



UNDERWRITING

Subject to the terms and conditions containedenténms agreement and the related underwritingeageat (collectively, the "U.S.
Underwriting Agreement”), the Company has agreesktbto each of the underwriters named below th&. Underwriters"), and each of 1
U.S. Underwriters, for whom Merrill Lynch, Pierdéenner & Smith Incorporated ("Merrill Lynch"), Mayamery Securities, Morgan Stanley
& Co. Incorporated, Prudential Securities Incorpeda Scott & Stringfellow, Inc. and Smith Barneg lare acting as representatives (the
"U.S. Representatives"), has severally agreed tchase from the Company, the respective numbenares of Common Stock set forth
below opposite their respective names.

NUMBER OF
UNDERWR ITER SHARES
Merrill Lynch, Pierce, Fenner & Smith
Incorporated...........cceeeunneeen. 583,335
Montgomery Securities........cccccccvveeeeeennnnnn. 583,333
Morgan Stanley & Co. Incorporated.. 583,333
Prudential Securities Incorporated................. 583,333
Scott & Stringfellow, InC...........ccccceeenne 583,333
Smith Barney InC..................... 583,333
BT Alex. Brown Incorporated 100,000
Donaldson, Lufkin & Jenrette Securities Corporation 100,000
A.G. Edwards & Sons, InC.........cccecvveeennnns 100,000
Lazard Freres & Co. LLC.........c.cccvvveviennnnn. 100,000
Legg Mason Wood Walker, Incorporated............... 100,000
Oppenheimer & Co., INC......ceeeveiiiiiieennns 100,000
PaineWebber Incorporated 100,000
The Robinson-Humphrey Company, Inc................. 100,000
Salomon Brothers InC...........cccoceveiiiineenn. 100,000
Schroder & Co. Inc.. 100,000
Advest, INC....ovvveiiiiiiieieee e 50,000
Robert W. Baird & Co. Incorporated................. 50,000
J.C. Bradford & Co......coocevvveeviriieeeeee. 50,000
Craigie Incorporated...........cccccevveveeeennnn. 50,000
Dain Bosworth Incorporated.... 50,000
Davenport & Company LLC........... 50,000
Dominick & Dominick, Incorporated.................. 50,000
EVEREN Securities, INC.......ccccveevivvveennnne 50,000
Fahnestock & Co. Inc........... . 50,000
First of Michigan Corporation...................... 50,000
Furman Selz LLC.........ccooeeiviiiieiiiee, 50,000
Gruntal & Co., L.L.C..ooevreiiiiiicce 50,000
J.J.B. Hilliard, W.L. Lyons, InC................... 50,000
Interstate/Johnson Lane Corporation... 50,000
Janney Montgomery Scott InC.............cccvveee 50,000
Edward D. Jones & Co., L.P.....ccoooiiveininnns 50,000
Marion Bass Securities Corp................ . 50,000
McDonald & Company Securities, Inc................. 50,000
Morgan Keegan & Company, Inc...... 50,000
Piper Jaffrey InC...........ccoovevvvvnnnnns . 50,000
Principal Financial Securities, Inc................ 50,000
Ragen MacKenzie Incorporated....................... 50,000
Rauscher Pierce Refsnes, Inc.............. . 50,000
Raymond James & Associates, INC..........cc.c.ee... 50,000
Stephens INC........ooooviiiiiiiiieieeen, 50,000
Sterne, Agee & Leach, Inc............ccceeeee 50,000
Stifel, Nicolaus & Company, Incorporated........... 50,000
Sutro & Co. Incorporated...........cccvvvveeennn. 50,000
Tucker Anthony Incorporated.............ccccce..e. 50,000
Wheat, First Securities, INC............ccccueeee.. 50,000
Total....oceeeeeeeee 6,000,000

The Company also has entered into a terms agreeandmelated underwriting agreement (the "Inteamati Underwriting Agreement” and,
together with the U.S. Underwriting Agreement, thkiaderwriting
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Agreements") with Merrill Lynch International, Maiimery Securities, Morgan Stanley & Co. Internaidrimited, Prudential-Bache
Securities (U.K.) Inc., Scott & Stringfellow and 8mBarney Inc. (the "International Managers" atodjether with the U.S. Underwriters, the
"Underwriters"). Subject to the terms and condgiget forth in the International Underwriting Agmeent, and concurrently with the sale of
6,000,000 shares of Common Stock to the U.S. Unidtens pursuant to the U.S. Underwriting Agreemémt, Company has agreed to sell to
the International Managers, and the Internationahdyjers have severally agreed to purchase fro@dhgany, an aggregate of 1,500,000
shares of Common Stock. The public offering priee ghare and the underwriting discount per sharédantical under the International
Underwriting Agreement and the U.S. Underwritingrégment.

In each Underwriting Agreement, the U.S. Underwsitend the International Managers have agreedestutn the terms and conditions set
forth therein, to purchase all of the shares bewld pursuant to each such Underwriting Agreenfesrty of such shares of Common Stock
are purchased. Under certain circumstances, thendoments of nondefaulting U.S. Underwriters or inggional Managers may be increased.
The closings with respect to the sale of the shiarég purchased by the International Managerdfant).S. Underwriters are conditioned
upon the other.

The U.S. Representatives have advised the Companhyhe U.S. Underwriters propose initially to offiee shares of Common Stock to the
public at the public offering price set forth orettover page of this Prospectus Supplement angrtaic dealers at such price less a
concession not in excess of $1.00 per share. TBelWlhderwriters may allow, and such dealers maallosv, a discount not in excess of $.10
per share on sales to certain other dealers. #feeOfferings, the public offering price, concessamd discount may be changed.

The Company has been informed that the U.S. Undtersrand the International Managers have entertedain intersyndicate agreement (the
"Intersyndicate Agreement") that provides for tieerclination of their activities. Under the termsttod Intersyndicate Agreement, the U.S.
Underwriters and the International Managers areniterd to sell Common Stock to each other for pagsoof resale at the price per share to
the public on the cover page of this Prospectup®ument, less an amount not greater than the gelbncession. Under the terms of the
Intersyndicate Agreement, the International Mansigeid any dealer to whom they sell Common Stocknatl offer to sell or sell Common
Stock to persons who are United States personsuoadian persons or to persons they believe intenesell to persons who are United St
persons or Canadian persons, and the U.S. Undersveihd any dealer to whom they sell Common Stdktket offer to sell or sell Common
Stock to persons who are non-United States andJamadian persons or to persons they believe interesell to persons who are non-
United States and non-Canadian persons, exceptna@ase for transactions pursuant to the IntersgtelAgreement.

The Company has granted to the U.S. Underwriteigptinon, exercisable for 30 days after the datihisfProspectus Supplement, to purchase
up to 900,000 additional shares of Common Stodoter over-allotments, if any, at the price to plblic less the underwriting discount set
forth on the cover page of this Prospectus Suppiéntiethe U.S. Underwriters exercise this optieach U.S. Underwriter will have a firm
commitment, subject to certain conditions, to pasghapproximately the same percentage thereof winéchumber of shares of Common
Stock to be purchased by it shown in the foregdaide bears to the 6,000,000 shares of Common $fiéeled hereby. The Company has
granted to the International Managers an optioar@sable for 30 days after the date of this ProgseSupplement, to purchase up to 225
additional shares of Common Stock to cover overtaénts, if any, on terms similar to those grantethe U.S. Underwriters.

The Company has agreed to indemnify the severakhtiriters against certain liabilities, includingbilities under the Securities Act of 19.
as amended, or to contribute to payments the Un@terarmay be required to make in respect thereof.

The Company and the executive officers and direatbthe Company have agreed that for a periodaeds from the date of this Prospe«
Supplement they will not, without the prior writteansent of Merrill Lynch, sell, offer to sell, gitaany option for the sale of, or otherwise
dispose of any shares of Common Stock or any sgaonvertible into or exercisable for shares, @tder the issuance of Common Stock in
connection with property acquisitions, the Amendad Restated 1994 Stock Option Plan or the cororedi Common Units.
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In connection with the Offerings, the rules of 8ecurities and Exchange Commission permit the Representatives and the International
Managers to engage in certain transactions thailigeathe price of the Common Stock. Such trarisastmay consist of bids or purchases
the purpose of pegging, fixing or maintaining tmie@ of the Common Stock.

If the U.S. Underwriters or the International Maaegycreate a short position in the Common Stodoimection with the Offerings (I.E., if
they sell more shares of Common Stock than arfogaton the cover page of this Prospectus Suppigihe U.S. Representatives and the
International Managers, respectively, may redueg short position by purchasing Common Stock inajpen market. The U.S.
Representatives and the International Managersnadgoelect to reduce any short position by exergisill or part of the over-allotment
options described herein.

The U.S. Representatives and the International Bfensaalso may impose a penalty bid on certain Umdters and selling group members.
This means that if the U.S. Representatives anthtkenational Managers purchase shares of Comrtank $n the open market to reduce the
U.S. Underwriters' or the International Managensrsposition, respectively, or to stabilize the&prof the Common Stock, they may reclaim
the amount of the selling concession from the Uwdégrs and selling group members who sold thoseeshas part of the Offerings.

In general, purchases of a security for the purpds¢abilization or to reduce a syndicate shosifian could cause the price of the security to
be higher than it might otherwise be in the absafceich purchases. The imposition of a penaltyntiight have an effect on the price of a
security to the extent that it were to discouraggales of the security by purchasers in the Offierin

Neither the Company nor any of the Underwriters @sakny representation or prediction as to the tilireor magnitude of any effect that t
transactions described above may have on the gfite2e Common Stock. In addition, neither the Conypaor any of the Underwriters mal
any representation that the U.S. Representativésednternational Managers will engage in suchdaations or that such transactions, once
commenced, will not be discontinued without notice.

The U.S. Representatives from time to time prowidestment banking and financial advisory servicethe Company and the Operating
Partnership. Merrill Lynch also acted as represesgaf various underwriters in connection withexfhgs of the Company's equity securities
and the Operating Partnership's debt securities if894 through 1997. Certain of the U.S. Underngitected as underwriters in the Series B
Preferred Offering. In connection with the ACP Tsaation, Merrill Lynch rendered advisory serviced grovided an opinion to the Board
Directors of the Company for which it was paid a & approximately $1.0 million.

LEGAL MATTERS

Certain legal matters will be passed upon for thenGany by Alston & Bird LLP, Raleigh, North CardinCertain legal matters related to the
Offerings will be passed upon for the UnderwriteysAndrews & Kurth L.L.P., Washington, D.C.
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NO DEALER, SALESPERSON OR OTHER INDIVIDUAL HAS BEENUTHORIZED TO GIVE ANY INFORMATION OR MAKE ANY
REPRESENTATIONS NOT CONTAINED OR INCORPORATED BY RERENCE IN THIS PROSPECTUS SUPPLEMENT AND THE
ACCOMPANYING PROSPECTUS IN CONNECTION WITH THE OFRBMADE BY THIS PROSPECTUS SUPPLEMENT AND THE
ACCOMPANYING PROSPECTUS. IF GIVEN OR MADE, SUCH IIRMATION OR REPRESENTATION MUST NOT BE RELIED
UPON AS HAVING BEEN AUTHORIZED BY THE COMPANY OR TH UNDERWRITERS. THIS PROSPECTUS SUPPLEMENT AND
THE ACCOMPANYING PROSPECTUS DO NOT CONSTITUTE AN BER TO SELL, OR A SOLICITATION OF AN OFFER TO BU
THE SHARES IN ANY JURISDICTION WHERE, OR TO ANY PESON TO WHOM, IT IS UNLAWFUL TO MAKE SUCH OFFER OR
SOLICITATION. NEITHER THE DELIVERY OF THIS PROSPEMIS SUPPLEMENT AND THE ACCOMPANYING PROSPECTUS
NOR ANY SALE MADE HEREUNDER SHALL, UNDER ANY CIRCUNSTANCES, CREATE AN IMPLICATION THAT THERE HAS
NOT BEEN ANY CHANGE IN THE FACTS SET FORTH IN THIBROSPECTUS SUPPLEMENT AND THE ACCOMPANYIN
PROSPECTUS OR IN THE AFFAIRS OF THE COMPANY SINCHHE DATE HEREOF.
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