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Title of each class of Amount

Calculation of Registration Fee

securities to be registered to be registered

Common Stock 56,330 (1)

Proposed Proposed

maximum offering maximum aggregate Am ount of

price per unit offering price re gistration fee
$26.75 (2) $1,506,828 $419 (1)

(1) Prior filings of this Registration Statemenitg(fno. 333-61913) registered a total of 2,489,6li&@res for a total fee of $20,596. In
accordance with Rule 429 under the Securities AE883, the Prospectus contained in this Regisinafitatement also relates to a total of
9,223,915 shares and 1,479,290 warrants carriedafdrfrom earlier registration statements as fodpw

Registration Statement

File No.

Security Registered

33-93572

333-08985
333-13519
333-24165
333-43745

3,078,852 shares
81,976 shares
89,609 shares
3,937,879 shares
2,035,599 shares

1,479,290 warrants

10,703,205 shares and wa

No. and Type of

Filing Fee Associated with
Securities Carried Forward

$26,012

$771

$914

$38,767

$21,860

$15,886

rrants  $104,210

Registration Statement (file no. 333-43745) alseeced the resale of 1,444,290 shares of commok seagable upon exercise of warrants.

(2) Calculated pursuant to Rule 457(c) of the SéearAct of 1933, based on the average of the highlow prices reported on the New Y
Stock Exchange on October 28, 1998.

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STAIMENT ON SUCH DATE OR DATES AS MAY BE
NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REISTRANT SHALL FILE A FURTHER AMENDMENT WHICH
SPECIFICALLY STATES THAT THIS REGISTRATION STATEMEN SHALL THEREAFTER BECOME EFFECTIVE IN
ACCORDANCE WITH SECTION 8(A) OF THE SECURITIES AGJF 1933 OR UNTIL THE REGISTRATION STATEMENT SHALL
BECOME EFFECTIVE ON SUCH DATE AS THE COMMISSION, ANG PURSUANT TO SAID SECTION 8(A), MAY DETERMINE.

Pursuant to Rule 429 under the Securities Act 831¢he prospectus contained in this registratiatement also relates to the following
earlier registration statements:-93572, 33-08985, 33-13519, 33-24165 and 33-43745.



HIGHWOODS PROPERTIES, INC.
PROSPECTUS

11,769,923 SHARES OF COMMON STOCK
WARRANTSTO PURCHASE 1,479,290 SHARES OF COMMON STOCK

We are offering 4,611,351 shares of common stotkh€se shares, we are offering 150,000 for $41Romi($28 per share) upon the exercise
of outstanding warrants. We are offering the reringid,461,351 shares in exchange for the same nuofilmits in Highwoods Realty
Limited Partnership, which is the operating parshg through which we conduct substantially albaf business.

In addition, the selling securityholders namedhiis Prospectus may offer up to 10,506,077 sharesrafmon stock and warrants to purchase
1,479,290 shares of common stock. (The shares bffieged by the selling securityholders include94,800 shares that we are also
registering the issuance of with this Prospectus%56,125 shares issuable upon exercise of theaatary The warrants are exercisable for
shares of common stock for $32.50 per share andnoilye exercised until October 1, 2002. See "Detson of Resale Warrants" on page
22.

The purchase price of any shares offered by tHimgelecurityholders will be the market price afteare of common stock at that time unless
otherwise indicated in an accompanying prospecetpplement. A prospectus supplement will also sehfthe purchase price of any warrants
offered by the selling securityholders. We will meteive any proceeds from the sale of any of ¢deersties offered by the selling
securityholders. See "Selling Securityholders"agg49.

SEE "RISK FACTORS" BEGINNING ON PAGE 5 FOR A DISCBE®N OF CERTAIN FACTORS THAT YOU SHOULD CONSIDER
BEFORE YOU INVEST IN THE COMMON STOCK BEING SOLD WH THIS PROSPECTUS.

Our common stock is listed on the New York Stockliange under the symbol "HIW." On October 28, 1988 last reported sale price of
our common stock was $26 15/16 per share. The nigrege not listed on any national securities emghar the Nasdag Stock Market.

The selling securityholders and any agents or brdkealers that participate with the selling segigiders in the distribution of common
stock or warrants may be deemed to be "underwtiterder the Securities Act of 1933. See "Plan aftiibution” beginning on page 58.

THE SECURITIES AND EXCHANGE COMMISSION HAS NOT APRIR/ED OR DISAPPROVED OF THESE SECURITIES, OR
DETERMINED IF THIS PROSPECTUS IS TRUTHFUL OR COMPLE NOR HAS ANY STATE SECURITIES COMMISSION
APPROVED OR DISAPPROVED OF THESE SECURITIES, OR EHRMINED IF THIS PROSPECTUS IS TRUTHFUL OR
COMPLETE. IT IS ILLEGAL FOR ANY PERSON TO TELL YOOWTHERWISE.

Prospectus dated October 30, 1998.



NEITHER WE NOR THE SELLING SECURITYHOLDERS HAVE ALHORIZED ANY PERSON TO MAKE A STATEMENT THA1
DIFFERS FROM THIS PROSPECTUS. IF ANY PERSON DOESHEAA STATEMENT THAT DIFFERS FROM THIS PROSPECTUS,
YOU SHOULD NOT RELY ON IT. THIS PROSPECTUS IS NOTNAOFFER TO SELL, NOR IS IT SEEKING AN OFFER TO BUY,
THESE SECURITIES IN ANY STATE WHERE THE OFFER OR BAIS NOT PERMITTED. THE INFORMATION IN THIS
PROSPECTUS IS COMPLETE AND ACCURATE AS OF ITS DATEJT THE INFORMATION MAY CHANGE AFTER THAT DATE.

AVAILABLE INFORMATION

Highwoods Properties, Inc. (the "Company") is sabje the information requirements of the Secwsiixchange Act of 1934, as amended
(the "Exchange Act"), and in accordance therewiés fannual, quarterly and current reports, praayesnents and other information with the
Securities and Exchange Commission (the "Commi8gi@uch reports, proxy statements and informati@y be inspected and copied, at
prescribed rates, at the Public Reference Roomeo€ommission at 450 Fifth Street, N.W., Washingf€. 25049. Information may be
obtained on the operation of the Public ReferenmeniRby calling the Commission at 1-800-SEC-033@hSeports, proxy statements and
other information, when available, also may be ssed through the Internet site maintained by thai@ission (http://www.sec.gov). In
addition, the Company's common stock, $.01 parevpkr share ("Common Stock"), is listed on the Nerk Stock Exchange ("NYSE"),
and such material can also be inspected and capith@ offices of the NYSE, 20 Broad Street, Newkydlew York 10005.

The Company has filed with the Commission a regfigtn statement on Form S-3 (the "Registrationegtant") under the Securities Act of
1933, as amended (the "Securities Act"), with resfiethe securities registered hereby. This pretsise("Prospectus”), which constitutes a
part of the Registration Statement, does not corahhiof the information set forth in the Regisiat Statement and in the exhibits and
schedules thereto. For further information withpess to the Company and the Common Stock, refersrioereby made to such Registration
Statement, exhibits and schedules. The Registr&iatement may be inspected without charge apmies obtained upon payment of
prescribed fees from, the Commission. Any statemeomtained herein concerning a provision of argudzent are not necessarily complete,
and, in each instance, reference is made to the @fogpuch document filed as an exhibit to the Regi®n Statement or otherwise filed with
the Commission. Each such statement is qualifiéts iantirety by such reference.

INCORPORATION OF CERTAIN DOCUMENTSBY REFERENCE

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

a. The Company's annual report on Form 10-K forytrer ended December 31, 1997 (as amended on2%ri998 and May 19, 1998);
b. The Company's quarterly reports on Form 10-QHerquarters ended March 31, 1998 and June 38, 199
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c¢. The description of the Common Stock of the Camygacluded in the Company's registration stateroa@ntorm 8-A, dated May 16, 1994;
and

d. The Company's current reports on Form 8-K, dasediary 9, 1997 (as amended on February 7, 198ih\VL0, 1997 and April 28, 1998),
August 27, 1997 (as amended on September 23, 108iber 1, 1997, November 17, 1997, January 228 1Pebruary 2, 1998, February 4,
1998, April 20, 1998, April 29, 1998, June 10, 199&ne 17, 1998, July 1, 1998 and July 3, 199&fasnded on September 28, 1998 and
September 30, 1998).

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

The Company will furnish without charge upon writter oral request to each person to whom a coplyi®frospectus is delivered, includi
any beneficial owner, a copy of any or all of tleedments specifically incorporated herein by rafeeg(not including the exhibits to such
documents, unless such exhibits are specificatlgriporated by reference in such documents). Regjshsuld be made to: Highwoods
Properties, Inc., Investor Relations, 3100 Smoke@eurt, Suite 600, Raleigh, North Carolina 27604 Company's telephone number is
(919) 872-4924.
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THE COMPANY

Unless the context otherwise requires, the terrmi@any” shall mean Highwoods Properties, Inc., pregeors of Highwoods Properties, |
and those entities owned or controlled by HighwoBdsperties, Inc., including Highwoods Realty LiesitPartnership.

The Company is a self-administered and self-managgdcestate investment trust ("REIT") that begperations through a predecessor in
1978. At July 31, 1998, the Company owned or hadvamership interest in 679 in-service office, inliad, retail and service center
properties encompassing approximately 46.8 miltemtable square feet and 18 multifamily communitvith 2,324 apartment units
(collectively, the "Properties"). The Properties brcated in 22 markets in North Carolina, Florilannessee, Virginia, Georgia, Maryland,
Missouri, Kansas, lowa, South Carolina and Alabama.

In addition, as of July 31, 1998, the Company hagrbperties (the "Development Projects") underettgument in its existing markets which
will encompass approximately 4.3 million rentalbd@iare feet. At July 31, 1998, the Company also awapmproximately 1,800 acres (and had
agreed to purchase an additional 500 acres) offlarfuiture development (the "Development Land").

The Company conducts substantially all of its atifig through, and substantially all of its intései® the Properties are held directly or
indirectly by, Highwoods Realty Limited Partnersliipe "Operating Partnership"). The Company issthle general partner of the Operating
Partnership and as of July 31, 1998, owned 84%%etbmmon partnership interests (the "Common Uniitsthe Operating Partnership. The
remaining Common Units are owned by limited pagr(@rcluding certain officers and directors of ®empany). Each Common Unit may
redeemed by the holder thereof for the cash vdlea® share of Common Stock or, at the Companylsmpone share (subject to certain
adjustments) of Common Stock. With each such exgdaihe number of Common Units owned by the Comaauay therefore, the
Company's percentage interest in the Operatingn&astiip, will increase.

In addition to owning the Properties, the Develophierojects and the Development Land, the Compaowiges leasing, property
management, real estate development, construatibméscellaneous tenant services for the Propeatiesell as for third parties. The
Company conducts its third-party feased services through Highwoods Services, Irsupaidiary of the Operating Partnership ("Highwao
Services"), and through Highwoods/Tennessee Piepehic., a wholly owned subsidiary of the Company

The Company was formed in Maryland in 1994. The @any's executive offices are located at 3100 Sme&eTourt, Suite 600, Raleigh,
North Carolina 27604, and its telephone numbe®18) 87:-4924. The Company maintains offices in each gbitsiary markets.
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RISK FACTORS

BEFORE YOU INVEST IN OUR SECURITIES, YOU SHOULD BEWARE THAT THERE ARE VARIOUS RISKS, INCLUDING
THOSE DESCRIBED BELOW. YOU SHOULD CONSIDER CAREFUYL

THESE RISK FACTORS, TOGETHER WITH ALL OTHER INFORMAON INCLUDED IN THIS PROSPECTUS AND ANY
ATTACHED PROSPECTUS SUPPLEMENT, BEFORE YOU DECID& PURCHASE OUR SECURITIES.

SOME OF THE INFORMATION IN THIS PROSPECTUS MAY CONMIN FORWARD-LOOKING STATEMENTS. SUCH
STATEMENTS CAN BE IDENTIFIED BY THE USE OF FORWARDOOKING TERMINOLOGY SUCH AS "MAY," "WILL,"
"EXPECT," "ANTICIPATE," "ESTIMATE," "CONTINUE" OR O'HER SIMILAR WORDS. THESE STATEMENTS DISCUSS FUTURE
EXPECTATIONS, CONTAIN PROJECTIONS OF RESULTS OF GR?H10NS OR OF FINANCIAL CONDITION OR STATE OTHER
"FORWARD-LOOKING" INFORMATION. WHEN CONSIDERING SU8 FORWARD-LOOKING

STATEMENTS, YOU SHOULD KEEP IN MIND THE RISK FACTORAND OTHER CAUTIONARY

STATEMENTS IN THIS PROSPECTUS. THE RISK FACTORS NEIO IN THIS SECTION AND OTHER FACTORS NOTED
THROUGHOUT THIS PROSPECTUS COULD CAUSE OUR ACTUAERULTS TO DIFFER MATERIALLY FROM THOSE
CONTAINED IN ANY FORWARD-LOOKING STATEMENT.

Tax Consequences of Redemption of Common Units

The exercise by a Common Unit holder of the righteiquire redemption of his or her Common Unitd bé treated for tax purposes as a
taxable sale or exchange of the Common Units bytider. The holder will be treated as realizinggereds in an amount equal to the sum of
the cash (or the value of the Common Stock) redeiymn redemption, plus the amount of the redudtiaany Operating Partnership
liabilities allocable to the holder. It is possilthat the amount of gain recognized or even thédiahity resulting from such gain could

exceed the amount of cash or the value of CommackShat the holder received upon redemption. Fedéral Income Tax Considerations -
Tax Consequences of Redemption” beginning on pégkddition, the Common Unit holder may not b&do raise sufficient cash

through the sale of the Common Stock he or sheved¢o pay tax liabilities associated with theaegbtion of the Common Units because

a result of stock price fluctuations, the price iodder receives for the Common Stock may not etheavalue of his or her Common Units at
the time of redemption.

Potential Changein Investment Upon Redemption of Common Units

If a Common Unit holder exercises the right to iegjoedemption of his or her Common Units, the kolehay receive, at the Company's
option, cash or Common Stock in exchange for then@on Units. If the holder receives cash, he ongitleno longer have any interest in the
Company and will not benefit from any subsequeatdases in the Common Stock price and will notivecany subsequent distributions
from the Company (unless the holder owns or acqudelitional Common Stock or Common Units). If ledder receives Common Stock,
or she will become a stockholder in the Companerathan a limited partner in the Operating Pasti@. See "Redemption of Common
Units Comparison of Common Units and Shares of ComBtock" beginning on page 24.
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Operating Performance is Dependent on Southeastern Markets

Local economic and real estate conditions may affecrevenues and the value of our propertiesirigss layoffs or downsizing, industry
slowdowns, changing demographics, and other sirfalzors may adversely affect the local economimate. The oversupply of or reduced
demand for office, industrial, and other competioghmercial properties may adversely affect the estdte market in particular geographic
areas. On July 31, 1998, we owned properties im&rkets in Alabama, Florida, Georgia, lowa, Kanséeryland, Missouri, North Carolina,
South Carolina, Tennessee and Virginia. Our peréoice and ability to make distributions to stockleodds dependent on the economic and
real estate conditions in the Southeast and iriddand North Carolina in particular. We can previtb assurances that the economies in our
southeastern markets will continue to grow.

Conflicts of Interest Could Result in Decisions Not in Your Best I nterest

Potential Tax Consequences upon Sale or RefinarndiRgoperties. Holders of Common Units may suéféverse tax consequences upon
certain of our properties' sales or refinancindgeerg&fore, holders of Common Units, including ceriafi our officers and directors, may have
different objectives regarding the appropriateipgand timing of a property's sale or refinancialjhough the Company, as the sole general
partner of the Operating Partnership, has the skauauthority to sell or refinance an individuabperty, officers and directors who hold
Common Units may influence the Company not to @etefinance certain properties even if such sakefinancing might be financially
advantageous to stockholders.

Potential Inability to Eliminate Conflicts of Inests. We have adopted certain policies to elimioatdlicts of interest. These policies include
a bylaw provision requiring all transactions in athiexecutive officers or directors have a conftigtinterest to be approved by a majority of
the Company's independent directors or by a mgjofithe shares of capital stock that disinterestedkholders hold. We can provide no
assurance that our policies will be successfulimieating the influence of such conflicts. If opolicies are not successful, we may make
decisions that fail to reflect the interests ofsatickholders.

Limited Ability of Stockholdersto Effect a Changein Control

Limitation on Ownership of the Company's Capitalckt The Company's Articles of Incorporation préhémy person from owning more
than 9.8% of the Company's outstanding capitakstbhis restriction may delay, defer, or prohibthad party from acquiring control of the
Company without consent of the board of directevgn if a change in control would be in your (ttackholders') best interest.

Required Consent of the Operating Partnership ifgmificant Corporate Action. The Company may nogja&ge in certain change of control
transactions without the approval of the holdera ofajority of the Operating Partnership's outstamm@€ommon Units. If the Company ever
owns less than a majority of the outstanding Comidnits, this voting requirement might
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limit the possibility of a change in control of t@mpany, even if a change in control would bedonbest interest. On July 31, 1998, the
Company owned approximately 84% of the Common Units

Difficulty in Removing Current Directors. The Compés board of directors has three classes of direcGenerally, shareholders elect each
Director class for a three-year term. The staggdmesttors' terms may affect the stockholdersitgib change control of the Company even
if such a change in control would be in your bagtriest.

Anti-Takeover Protections of Operating Partnergkigpeement. The Operating Partnership Agreementaomtertain provisions that may
require a potential acquiror to maintain the OpegaPartnership structure and maintain the limgadners' right to continue to hold Comn
Units with future redemption rights. These provisianight limit the possibility of a change in catof the Company, even if such change in
control would be in your best interest.

Dilutive Effect of Shareholders' Rights Plan. Ontéber 4, 1997, the Company's board of directorptatba Shareholders' Rights Plan and
declared a distribution of one preferred sharelmse right for each outstanding share of CommocokSiche rights were issued on October
16, 1997 to each stockholder of record on such ddte rights have certain anéikeover effects. The rights would cause substaditigion to
a person or group that attempts to acquire the @osnpn terms of which the Company's board of dimsctioes not approve. The rights
should not interfere with any merger or other besincombination the board of directors approvesedine Company may redeem the rights
for $.01 per right, prior to the time that a persorgroup has acquired beneficial ownership of B%more of the Common Stock.

Adverse Impact on Distributions of Failureto Qualify asaREIT

We believe that we operate in a manner that endisde€ompany to remain qualified as a REIT for Fadi@come tax purposes. We have not
requested, and do not plan to request, a ruling tie Internal Revenue Service that we qualify RE&. We, however, have received an
opinion from the law firm of Alston & Bird LLP thatre met the requirements for qualification as aRier the taxable years ended
December 31, 1994 through 1997, and that we aaeisition to continue such qualification for thgable year that will end December 31,
1998, if we satisfy certain requirements throughbetyear and for the year as whole. See "Fedecahie Tax Considerations - Taxation of
the Company as a REIT," beginning on page 31.

You should be aware that opinions of counsel atdimaling on the Internal Revenue Service or anyricdé-urthermore, the conclusions st

in the opinion are based solely on factual repriegiems of ours and are conditioned on, and outicoed qualification as a REIT will depe
on, our meeting various requirements. Such requirgsnare discussed in more detail under the hedBederal Income Tax Considerations -
Requirements for Qualification" beginning on page 3
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If we fail to qualify as a REIT, we would not bdaaled a deduction for distributions to stockholdiersomputing our taxable income and
would be subject to Federal income tax at regusgparate rates. We also could be subject to thefaédlternative minimum tax. Unless we
are entitled to relief under specific statutory\psmns, we could not elect to be taxed as a RBITfdur taxable years following the year
during which we were disqualified. Therefore, if lwee our REIT status, the funds available forritistion to you would be reduced
substantially for each of the years involved. Seederal Income Tax Considerations - Failure to yabeginning on 38.

Factorsthat Could Cause Poor Operating Performance of the Properties

Reliance on Performance of Properties. Real prgpevestments are subject to varying degrees kf Tike yields available from equity
investments in real estate depend in large path®@mamount of income generated and expenses incufi@ur properties do not generate
revenues sufficient to meet operating expensekjdimyg debt service, tenant improvements, leasorgroissions, and other capital
expenditures, our ability to make distributionstockholders may be adversely affected.

Several factors may adversely affect our revenndstae value of our properties. These include, ajraihers:
o the national economy;

o local economies;

o local real estate conditions;

0 prospective tenants' perceptions of each propeatiractiveness;

o our ability to provide adequate management, raaanice, and insurance; and

o0 increased operating costs (including real estates and utilities).

Such factors as applicable laws, including tax ldnterest rate levels, and the availability ofdfiiting also affect real estate values and
properties' income. In addition, safety perceptitime convenience and attractiveness of our matitifaproperties, the quality of local
schools, and the availability of alternatives, sastsingle family homes, may affect our multifanphpperties' performance.

Potential Adverse Effect of Competition on Opergtiferformance. Numerous properties compete wittpmperties in attracting tenants to
lease space. Some of these competing propertiesarer or better located than some of our proper8egnificant office or industrial
property development in a particular area coulceheawmaterial effect on our ability to lease spaceur properties and on the rents we charge.
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Bankruptcy or Weak Financial Condition of Tenatsany time, one of our tenants may seek the ptioteof the bankruptcy laws. This
could result in the rejection and termination aftttenant's lease and thereby reduce our cash.fdth®ugh we have not experienced
material losses from tenant bankruptcies, we caassire you that tenants will not file for bankoypprotection in the future or, if any tene
file, that they will affirm their leases and contnto make rental payments in a timely mannerdtiten, a tenant from time to time may
experience a downturn in its business, which magker its financial condition and result in its famé to make timely rental payments. If a
bankrupt tenant does not affirm its lease, ortédrant's financial condition weakens, our income stockholder distributions may be
adversely affected.

Uncertainty in Renewal of Leases and Relettingpzfc®. When our tenants decide not to renew thesele we may not be able to relet the
space. Even if the tenants do renew or we canttedetpace to other tenants, the terms of renemraletting (including the cost of required
renovations) may be less favorable than curreseléarms. If we were unable to relet or renew ptbnipe leases for all, or a substantial
portion, of this space, or if the rental rates upooh renewal or reletting were significantly loviteain expected rates, then our cash flow and
ability to make expected distributions to you mayddlversely affected.

llliquidity of Real Estate. Equity real estate isttaents are relatively illiquid. Such illiquidityilvtend to limit our ability to vary our portfoli
promptly in response to changes in economic orratbiditions. In addition, Federal tax laws limitrability to sell properties we hold for
less than four years. This limitation may affect ahility to sell properties at a time that woulti@rwise be in your best interests. It may also
affect our ability to sell properties without adsely affecting our financial performance.

Potential Adverse Effect on Results of Operationg B> Changes in Laws. Because increases in incsgnéce, or transfer taxes are
generally not passed through to tenants underdeaseh increases may adversely affect our cashdia our ability to make distributions to
you. Our properties are also subject to varioueFadstate, and local regulatory laws, such ag\thericans with Disabilities Act and ste

and local fire and safety requirements. If we taitomply with these requirements, governmentaheigs could impose fines, or private
litigants could be awarded damages. We believd?ooperties comply in all material respects withtstegulatory requirements. However, if
these requirements change or if authorities impeserequirements, we may incur significant unapétéd expenditures that could adversely
affect our cash flow and expected distributions.

Potential Problemsin Development, Construction and Acquisition Activities

We intend to continue developing and constructifigeand industrial properties, including developithe Development Land and
completing the Development Projects. Our develograad construction activities, including activitiedating to the Development Land and
the Development Projects, may be subject to cerisls, including the following:

-0



o abandoning development opportunities;

0 a property's construction costs exceeding origisimates, possibly making the property unecosamhi

0 occupancy rates and rents at a newly completgokply may be insufficient to make the propertyfipable;

o financing may not be available on favorable tetondevelop a property; and

o0 construction and lease-up may not be completestbedule, resulting in increased debt serviceresgand construction costs.

In addition, new development activities, regardielsehether or not they are ultimately successfidically require a substantial portion of
management's time and attention. Our developmeivitees may also be subject to risks relatinghe inability to obtain, or delays in
obtaining, all necessary zoning, land-use, buildoagupancy, and other required governmental psramitl authorizations. These risks may
adversely affect our results of operations andtglid make distributions to you.

We also intend to continue to acquire office ardlstrial properties. Such acquisitions entail rigla investments will fail to perform in
accordance with our expectations, which could asblgraffect our operations and stockholder distidns. Estimates of the costs to bring an
acquired property up to market standards may pireaecurate. Furthermore, we are likely to be inedln negotiations (at various stages) to
acquire one or more properties or portfolios. Hogrewe cannot assure you that we will consummageoéithe proposed acquisitions.

Instead of purchasing properties directly, we nmeAest as a partner or a genturer. Under certain circumstances, this typ@wéstment ma
involve risks not otherwise present, including plossibility that a partner or co-venturer mightdree bankrupt or that a partner or co-
venturer might have business interests or goatmsistent with ours. Also, such a partner or colwet may be in a position to take action
contrary to our instructions or requests or cogttarour policies or objectives, including our gtieation as a REIT. We may also risk an
impasse on decisions because neither the partnénenco-venturer would have full control over glgtnership or joint venture. We will,
however, seek to maintain sufficient control oftspartnerships or joint ventures to permit us toi@e our objectives.

Potential Problems Associated with New M arkets

We have generally limited our development, acqoisjtmanagement, and leasing business to subuffie@ and industrial properties in
southeastern markets. However, we have recenthechimto certain midwestern markets and have acdjsiegeral retail properties and
multifamily communities in those markets. We mawntioue to expand our business to new geographasaed property types. We believe
that much of our past success has been a result
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of our local expertise in the Southeast and oueggpce in the ownership, management, and develapofisuburban office and industrial
properties. We may not initially possess the saellof familiarity with new geographic areas amdgerty types to develop, acquire,
manage, or lease newly acquired properties astabbfias we do for our existing properties. We carguarantee that we will succeed in
integrating acquired properties into our existimgperty portfolio. Failure to successfully integratcquired properties could adversely affect
our operational results.

Some of the risks related to entry into new marketkide, among others:

o lack of market knowledge and understanding cdlleconomies;

o inability to obtain land for development or idénacquisition opportunities; and
o unfamiliarity with local governmental and perrnimi¢f procedures.

Potential Adverse Effect of Incurrence of Debt

Potential Inflexibility of Debt Financing. Our buass is subject to risks normally associated weétht financing. Cash flow could be
insufficient to pay distributions at expected levahd meet required payments of principal andestekVe may not be able to refinance
existing indebtedness (which in virtually all caseguires substantial principal payments at maturitven if we can, the terms of such
refinancing might not be as favorable as the tesfrexisting indebtedness. We may attempt to raiseqeds from capital transactions, suc
new equity capital, to refinance, extend, or paggipal payments due at maturity. If we cannot sssfully complete capital transactions, our
cash flow may be insufficient in all years to re@dlymaturing debt. Additionally, prevailing intesterates or other factors at the time of
refinancing (such as the possible reluctance afdesito make commercial real estate loans) maytiieshigher interest rates. This would
increase our interest expense, which would adweefédct cash flow and our ability to service daht make distributions to you.

Adverse Effect of Potential Increase in Market tagt Rates. We have incurred and expect in thedutuincur variable-rate indebtedness in
connection with acquiring and developing propertiso, additional indebtedness that we may inawdar our existing revolving credit
facility will bear interest at variable rates. Wayrpurchase interest rate protection arrangemelasng to variable-rate debt. But if we do
not, increases in interest rates would increasenterest costs, which would adversely affect @suits of operations.

Possible Environmental Liabilities

Under various laws, ordinances, and regulationsh sis the Comprehensive Environmental Response @wation and Liability Act, and
common law, an owner or operator of real estalialide for the costs to remove or remediate cefftazardous or toxic chemicals or
substances on or in the property. Owners or operate also liable for certain other costs, inalgdjovernmental fines and injuries to
persons and property. Such laws often
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impose liability without regard to whether the owne operator knew of, or was responsible for,gresence of the hazardous or toxic
chemicals or substances. The presence of suchasekst or the failure to remediate such substgroperly, may adversely affect the
owner's or operator's ability to sell or rent spebperty or to borrow using such property as cetit Persons who arrange for the disposal,
treatment, or transportation of hazardous or tokiemicals or substances may also be liable fosdhee types of costs at a disposal, treatr

or storage facility, whether or not that person swnoperates that facility. Certain environmetaals also impose liability for releasing
asbestos-containing materials. Third parties mak secovery from owners or operators of real prgplr personal injuries associated with
asbestos-containing materials. A number of our &nttgs contain asbestos-containing materials oen@hthat we presume to be asbestos-
containing materials. In connection with owning amerating our properties, we may be liable fohscmsts. In addition, it is not unusual for
property owners to encounter on-site contaminataursed by off-site sources. The presence of hazamiotoxic chemicals or substances at a
site close to a property could require the propeviyer to participate in remediation activitiescould adversely affect the value of the
property. Contamination from adjacent properties mégrated onto at least three of our propertiesidver, based on current information, we
do not believe that any significant remedial aci®necessary at these affected sites.

As of the date of this Prospectus, we have obtditiease | environmental assessments on 99% of opeRies. These assessments have not
revealed, nor are we aware of, any environmerghllity that we believe would materially adversaf§ect our financial position, operations

or liquidity taken as a whole. This projection, hexer, could be incorrect depending on certain factéor example, our assessments may not
reveal all environmental liabilities or may unddimsite the scope and severity of environmental itimmd observed. If so, we may not be
aware of material environmental liabilities, or el environmental liabilities may have arisereathe assessments were performed. In
addition, we base our assumptions regarding enwviemital conditions, including groundwater flow ahd existence and source of
contamination, on readily available sampling d¥¥a. cannot guarantee that such data is reliabl# @ases. Moreover, we cannot assure you
(i) that future laws, ordinances, or regulationi mot impose a material environmental liability @ that tenants, the condition of land or
operations in the vicinity of our Properties, orelated third parties will not affect the currenvgonmental condition of our Properties.

Some tenants use or generate hazardous substartbesordinary course of their respective businedsetheir leases, we require these
tenants to comply with all applicable laws and ¢éarésponsible to us for any damages resulting thain use of the property. We are not
aware of any material environmental problems resmfrom tenants' use or generation of hazardousxt chemicals or substances. We
cannot assure you, however, that all tenants withgly with the terms of their leases or remain sptvIf tenants do not comply or do not
remain solvent, we may at some point be responfibleontamination caused by such tenants.
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Potential Dilution of Capital Stock or Decreasd @fuidity in Connection with Settlement of Forwa@dntract

The Company has entered into a Purchase Agreenignt/®8S AG, London Branch ("UB-LB") involving theake of 1.8 million shares of
Common Stock and a related Forward Contract progiftr certain purchase price adjustments. The Bahvontract generally provides that
if the Market Price (as defined below) of a sha&r€ommon Stock on the maturity date is less thaartain amount, which we refer to as the
"Forward Price,” we must pay UBB the difference times 1.8 million. (Similarly, tifie Market Price of a share of Common Stock isralibe
Forward Price, UB-LB must pay us the differencashiares of Common Stock.) If we choose not to oncasettle in freely tradable shares of
Common Stock, we must repurchase the 1.8 milli@meshat the Forward Price in cash. The ForwarceRsiapproximately $32.16 and will
be adjusted by LIBOR plus 75 basis points, minysdividends received on the shares. (As of Aug8st1298, the Forward Price had
increased by $.04 since August 28, 1997.)

In addition, the Forward Contract provides for dedy payments of collateral equal to 1.8 milliamés 110% of the amount by which the
market price of a share of Common Stock is belaafbrward Price. The collateral may be in the fofrnash or freely tradeable shares of
Common Stock. As a result of the difference betwtberclosing price of a share of Common Stock ogust 28, 1998 and the Forward Pr
we gave UB-LB cash collateral of $12.8 million oepBmber 12, 1998. UB-LB will return the cash witterest for freely tradeable shares of
Common Stock of equal value.

The maturity date of the Forward Contract is Felyr@8, 1999; however, if the closing price of then@non Stock falls below $19.28, UB-
LB has the right to force a complete settlementeurtide Forward Contract. UBS also has the riglivtce a complete settlement under the
Forward Contract if, among other things, we (i) iardefault with respect to certain financial coaats under the Forward Contract, (ii) are in
default under our $600 million credit facility withsyndicate of lenders or any other unsecuredrigrayreement, (iii) fail to post sufficient
cash collateral, or (iv) fail to deliver to UBS, onbefore November 2, 1998, an effective regigtnastatement covering the issuance through
UB-LB of the shares of Common Stock delivered to-LH

In order to have the option of settling the Forw@ahtract or paying collateral in shares of CommBtack, the shares must be freely trade
by UB-LB pursuant to an effective registration statem&fa.can provide no assurance that a registratatersent will be effective at the tit
of any settlement or collateral payment.

Quarterly payments of collateral and the ultimalement of the Forward Contract could advers#lcaour liquidity or dilute our Commoa
Stock. If the Market Price (defined as the avergsing price of the Common Stock for the 35-trgditay period beginning February 28,
1999) is lower than the Forward Price, settlemershiares of Common Stock would cause our outstgrafiares of Common Stock to
represent a smaller ownership interest in the Compath no increase in the value of the Companye Tble below shows the change in the
value of a share of Common Stock as a result dirggthe Forward Contract at various
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Market Prices:

Increase/(Dilution) in Value
Market Price Of Common Stock 1)
$40 .5%
$35 2%
$30 (.2%)
$25 (.7%)
$20 (1.6%)

(1) Assumes no change in our capital stock exaapteldemption of all Common Units. Also assumesaviard Price of $32.16.

Settlement of the Forward Contract in cash wouthlice our liquidity. Settlement in cash would inv@bhe repurchase of 1.8 million share
a price per share equal to the Forward Price. Assyithe Forward Price remains at $32.16, our rdmse price would total approximately
$57.9 million. Having already paid $12.8 million adlateral, settlement in cash would require tieenBany to pay approximately $45.1
million in additional funds. The Company believhattit can obtain these funds from several sources:

o its existing $600 million credit facility, whidhas approximately $90 million remaining;
o other borrowings;
o the disposition of certain non-core assets; and
0 equity offerings.
USE OF PROCEEDS

The Company will not receive any of the proceedsifthe sale of any of the securities offered byséhaurityholders named in this
Prospectus. In connection with the issuance oftiages offered by the Company through this Proapdtite "Issuance Shares"), the
Company will receive:

o0 one Common Unit for each of the 8,135,839 shiasemble upon redemption of the same number ofamdsng Common Units and
0 $4.2 million ($28.00 per share) issuable upon@se of 150,000 outstanding warrants.
The Company has no current specific plan for s proceeds.
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DESCRIPTION OF CAPITAL STOCK OF THE COMPANY
General

The authorized capital stock of the Company cossis250,000,000 shares of capital stock, $.0vphre, of which 200,000,000 shares are
classified as Common Stock and 50,000,000 shaeedlassified as preferred stock ("Preferred StocKig following description of the terms
and provisions of the shares of capital stock ef@ompany and certain other matters does not puigpbe complete and is subject to and
qualified in its entirety by reference to the apable provisions of Maryland law and the Compadytgles of Incorporation and bylaws, as
amended.

Common Stock

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

The Common Stock is listed for trading on the NYSE.
Preferred Stock

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

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

Series A Preferred Shares. The following descniptibthe Company's 8 5/8% Series A Cumulative Redéxde Preferred Shares, par value
$.01 per share (the "Series A Preferred Sharesit),all respects subject to and qualified in fitirety by reference to the applicable
provisions of the Company's Articles of Incorpawatiincluding the Articles Supplementary
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applicable to the Series A Preferred Shares. Thepaay is authorized to issue 143,750 Series A RegfeShares, 125,000 of which were
issued and outstanding as of the date hereof.

With respect to the payment of dividends and ansupbn liquidation, the Series A Preferred Shamek pari passu with any other equity
securities of the Company the terms of which preltht such equity securities rank on a parity wighSeries A Preferred Shares and rank
senior to the Common Stock and any other equityréiées of the Company which by their terms rankigu to the Series A Preferred Shares.
Dividends on the Series A Preferred Shares are lagivel from the date of original issue and are jpéyguarterly on or about the last day of
February, May, August and November of each yeameenting May 31, 1997, at the rate of 8 5/8% oflidp@idation preference per annum
(equivalent to $86.25 per annum per share). Divdideam the Series A Preferred Shares will accrudhvener not the Company has earnings,
whether or not there are funds legally availabtettie payment of such dividends and whether osnoh dividends are declared. The Seri
Preferred Shares have a liquidation preferencd @f0P per share, plus an amount equal to any atemne unpaid dividends.

The Series A Preferred Shares are not redeemabtet@iFebruary 12, 2027. On and after February2027, the Series A Preferred Shares
will be redeemable for cash at the option of then@any, in whole or in part, at $1,000 per shanes plny accrued and unpaid dividends
thereon to the date fixed for redemption. The rgatém price (other than the portion thereof comsisbf accrued and unpaid dividends) is
payable solely out of the sale proceeds of othpitalastock of the Company, which may include otberies of Preferred Stock, and from no
other source.

If dividends on the Series A Preferred Sharesraegriears for six or more quarterly periods, whettenot such quarterly periods are
consecutive, holders of the Series B Preferredesh@oting separately as a class with all otheesaf Preferred Stock upon which like
voting rights have been conferred and are exeregsabll be entitled to vote for the election ofdvadditional directors to serve on the board
of directors of the Company until all dividend arages have been paid.

The Series A Preferred Shares are not convertitdsahangeable for any other property or securiifahe Company. The Series A Preferred
Shares are subject to certain restrictions on osimigintended to preserve the Company's statufR&d B for Federal income tax purposes.

Series B Preferred Shares. The following descmiptibthe Company's 8% Series B Cumulative RedeesRigferred Shares, par value $.01
per share (the "Series B Preferred Shares"),all iespects subject to and qualified in its etyit®y reference to the applicable provisions of
the Company's Articles of Incorporation, includithg Articles Supplementary applicable to the SeBi¢xeferred Shares. The Company is
authorized to issue 6,900,000 Series B PreferrageShall of which were issued and outstanding #éiseodate hereof.

With respect to the payment of dividends and anmsupbn liquidation, the Series B Preferred Shaark pari passu with the Series A
Preferred Shares and with any other equity seeardf the Company the terms of which provide thahsequity securities rank on a parity
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with the Series B Preferred Shares and rank sémitve Common Stock and any other equity securitiegee Company which by their terms
rank junior to the Series B Preferred Shares. @it on the Series B Preferred Shares are cuneufadm the date of original issue and are
payable quarterly on March 15, June 15, Septenthantl December 15 of each year commencing Decebdhdn97, at the rate of 8% of
$25 liguidation preference per annum (equivaler#2®0 per annum per share). Dividends on the S8riereferred 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 Reef&hares have a liquidation preference of $25Ipare, plus an amount equal to any
accrued and unpaid dividends.

The Series B Preferred Shares are not redeemabte@September 25, 2002. On and after Septenmhe2@2, the Series B Preferred Shi
will be redeemable for cash at the option of then@any, in whole or in part, at $25 per share, plugaccrued and unpaid dividends thereon
to the date fixed for redemption. The redemptianep(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 sesfggreferred stock, and from no other
source.

If dividends on the Series B Preferred Sharesraagrears for six or more quarterly periods, whethienot such quarterly periods are
consecutive, holders of the Series B Preferredesh@oting separately as a class with all othaesaf preferred stock upon which like
voting rights have been conferred and are exeregabll be entitled to vote for the election ofdvadditional directors to serve on the board
of directors of the Company until all dividend arages have been paid.

The Series B Preferred Shares are not convertitdgahangeable for any other property or securifdbe Company. The Series B Preferred
Shares are subject to certain restrictions on osimigintended to preserve the Company's statufR&d B for Federal income tax purposes.

Series D Preferred Shares. The following descriptibthe Company's 8% Series D Cumulative Redeefttelferred Shares, par value $.01
per share (the "Series D Preferred Shares"),adl respects subject to and qualified in its etyitgy reference to the applicable provisions of
the Company's Articles of Incorporation, includithg Articles Supplementary applicable to the Sdbidaeferred Shares. The Company is
authorized to issue 400,000 Series D PreferredeShass of the date hereof, the Company has outistgadg000,000 Depository Shares, each
of which represents 1/10 of a share of the Seri€sePerred Shares.

With respect to the payment of dividends and amsupbn liquidation, the Series D Preferred Shaagek pari passu with the Series A
Preferred Shares and Series B Preferred Sharesitindny other equity securities of the Companytérens of which provide that such
equity securities rank on a parity with the SeBeBreferred Shares and rank senior to the Commmek3ind any other equity securities of
Company which by their terms rank junior to thei&D Preferred Shares. Dividends on the SeriesefePed Shares are cumulative from
the date of original issue and are payable qugrterlor about the last day of January, April, July
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and October of each year commencing July 31, 1898 rate of 8% of the liquidation preferencegmamum (equivalent to $20 per annum
per share or $2 per annum per Depository Sharg)d&nds on the Series D Preferred Shares will &atether or not the Company has
earnings, whether or nor there are funds legaliilable for the payment of such dividends and wietht not such dividends are declared.
The Series D Preferred Shares have a liquidatiefepnce of $250 per share (equivalent to $25 pgoBitory Share), plus an amount equal
to any accrued and unpaid dividends.

The Series D Preferred Shares are not redeemabta@April 23, 2003. On and after April 23, 20@Be Series D Preferred Shares will be
redeemable for cash at the option of the Comparyhiole or in part, at $250 per share (equivaler$25 per Depository Share), plus any
accrued and unpaid dividends thereon to the dede fior redemption. The redemption price (othenttie portion thereof consisting of
accrued and unpaid dividends) is payable solelyobtlie sale proceeds of other capital stock ofGhmpany, which may include other series
of preferred stock, and from no other source.

If dividends on the Series D Preferred Sharesrasgrears for six or more quarterly periods, whetrenot such quarterly periods are
consecutive, holders of the Series D PreferredeSh@oting separately as a class with all otheeseaf preferred stock upon which like
voting rights have been conferred and are exeresabll be entitled to vote for the election ofdvadditional directors to serve on the board
of directors of the Company until all dividend arages have been paid.

The Series D Preferred Shares are not convertitdgahangeable for any other property or securidfédhe Company. The Series D Preferred
Shares are subject to certain restrictions on ostmigintended to preserve the Company's statufR&d B for Federal income tax purposes.

Classification of Board of Directors; Removal of Directors; Other Provisions

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

The Articles of Incorporation also provide thatcept for any directors who may be elected by hel@dér class or series of capital stock ¢
than Common Stock, directors may be removed onlgdiase and only by the affirmative vote of stoddbes holding at least two-thirds of
the votes entitled to be cast for the electionitdadors. Vacancies on the board of directors nafilled by the affirmative vote of the
remaining directors.
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These provisions may make it more difficult andaieonsuming to change majority control of the bazrdirectors of the Company and,
thus, may reduce the vulnerability of the Compamngrt unsolicited proposal for the takeover of tieen@any or the removal of incumbent
management. The Company's officers and directerard will be indemnified under Maryland law, theiéles of Incorporation of the
Company and the agreement of limited partnershib@fOperating Partnership (the "Operating Parhigrisgreement") against certain
liabilities, including liabilities under the Sectigis Act. Insofar as indemnification for liabilise@rising under the Securities Act may be
permitted to directors, officers or persons cofitrglthe Company, the Company has been informetdntithe opinion of the Securities and
Exchange Commission such indemnification is agginbtic policy as expressed in the Securities Ad & therefore unenforceable.

Certain Provisions Affecting Change of Control

General. Pursuant to the Company's Articles offpaation and the Maryland General Corporation I(twe "MGCL"), the Company cannot
merge into or consolidate with another corporatioenter into a statutory share exchange transagtiavhich it is not the surviving entity or
sell all or substantially all of the assets of @@mpany unless the board of directors adopts dutéso declaring the proposed transaction
advisable and a majority of stockholders entitkeddte thereon (voting together as a single clagpyove the transaction. In addition, the
Operating Partnership Agreement requires that aoly merger or sale of all or substantially allluf fissets of the Operating Partnership be
approved by a majority of the holders of Commont8lGincluding Common Units owned by the Company).

Maryland Business Combination and Control Shareu&ts. The MGCL establishes special requiremerits espect to business
combinations between Maryland corporations andésted stockholders unless exemptions are appticAbhong other things, the law
prohibits for a period of five years a merger atfteo specified or similar transactions betweenramany and an interested stockholder and
requires a super majority vote for such transastafter the end of the five-year period. The ComyfsaArticles of Incorporation contain a
provision exempting the Company from the requiret®@mnd provisions of the Maryland business comhinattatute. There can be no
assurance that such provision will not be amendedpealed at any point in the future.

The MGCL also provides that control shares of ayNéad corporation acquired in a control share agitjah have no voting rights except to
the extent approved by a vote of two-thirds ofubtes entitled to be cast on the matter, excludhmyes owned by the acquiror or by officers
or directors who are employees of the Company.cbimrol share acquisition statute does not appshtires acquired in a merger,
consolidation or share exchange if the Companypiarty to the transaction, or to acquisitions apptoor exempted by the Articles of
Incorporation or bylaws of the Company. The Commbylaws contain a provision exempting from thetoal share acquisition statute any
and all acquisitions by any person of the Compastgisk. There can be no assurance that such prowsll not be amended or repealed, in
whole or in part, at any point in the future.
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The Company's Articles of Incorporation (includithg provision exempting the Company from the Marglldusiness combination statute)
may not be amended without the affirmative votatdeast a majority of the shares of capital simaistanding and entitled to vote thereon
voting together as a single class, provided thaateprovisions of the Articles of Incorporatioragnnot be amended without the approval of
the holders of twdhirds of the shares of capital stock of the Conypautstanding and entitled to vote thereon votogether as a single cla
The Company's bylaws may be amended by the boatilesftors or a majority of the shares cast of tehgtock entitled to vote thereupon i
duly constituted meeting of stockholders.

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

Ownership Limitations and Restrictions on Transfée the Company to remain qualified as a REITaurile Code, not more than 50% in
value of its outstanding shares of capital stock m@owned, directly or indirectly, by five or femiadividuals (defined in the Code to inclt
certain entities) during the last half of a taxajsar, and such shares must be beneficially owgeldBb or more persons during at least 335
days of a taxable year of 12 months or during p@rionate part of a shorter taxable year. To enthat the Company remains a qualified
REIT, the Articles of Incorporation provide that holder (other than persons approved by the direabtheir option and in their discretion)
may own, or be deemed to own by virtue of thelaition provisions of the Code, more than 9.8% {(enership Limit") of the issued and
outstanding capital stock of the Company. The boéudirectors may waive the Ownership Limit if egitte satisfactory to the board of
directors and the Company's tax counsel is predehsg the changes in ownership will not jeopardimCompany's status as a REIT.

If any stockholder purports to transfer sharespe@on and either the transfer would result inGbenpany failing to qualify as a REIT, or
stockholder knows that such transfer would causdrinsferee to hold more than the Ownership Lithé,purported transfer shall be null :
void, and the stockholder will be deemed not toehmansferred the shares. In addition, if any persadds shares of capital stock in excess of
the Ownership Limit, such person will be deemetadlul the excess shares in trust for the Compariiynaii receive distributions with respect
to such shares and will not be entitled to votéhsiares. The person will be required to sell singres to the Company for the lesser of the
amount paid for the shares and the average clgsiog for the 10 trading days immediately precedimgredemption or to sell such shares at
the direction of the Company, in which case the gany will be reimbursed for its expenses in conpaatith the sale and will receive any
amount of such proceeds that exceeds the amoumipguson paid for the shares. If the Company réyases such shares, it may pay for the
shares with Common Units. The foregoing restricion transferability and ownership will not apgdlyhie board of directors and the
stockholders (by the affirmative vote of the hoklef two-thirds of the outstanding shares of cagiiack entitled to vote on the matter)
determine that it is no longer in the best intey@$tthe Company to continue to qualify as a REIT.
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All certificates representing shares of capitatktbear a legend referring to the restrictions diesd above.

Every beneficial owner of more than 5% (or suchdopercentage as required by the Code or regutati@reunder) of the issued and
outstanding shares of capital stock must file dteminotice with the Company no later than Jan@argf each year, containing the name and
address of such beneficial owner, the number afeshaf Common Stock and/or Preferred Stock ownedsagiescription of how the shares
are held. In addition, each stockholder shall lopiired upon demand to disclose to the Company itingrsuch information as the Company
may request in order to determine the effect ohstockholder's direct, indirect and constructiweership of such shares on the Company's
status as a REIT.

These ownership limitations could have the effégrecluding acquisition of control of the Compadnya third party unless the board of
directors and the stockholders determine that reaarice of REIT status is no longer in the bestasteof the Company.

Operating Partnership Agreement. The OperatinghBestip Agreement contains provisions relating liméed partner's redemption right in
the event of certain changes of control of the Camypand under certain circumstances allows fortéichpartners to continue to hold
Common Units in the Operating Partnership followsugh a change of control, thereby maintainingalebasis in their Common Units. The
covered changes of control (each, a "Trigger Eyexr&: (i) a merger involving the Company in whible Company is not the surviving
entity; (ii) a merger involving the Company in whithe Company is the survivor but all or part & @ompany's shares are converted into
securities of another entity or the right to reeetash; and

(iii) the transfer by the Company to another endityubstantially all of the assets or earning posfeghe Company or the Operating
Partnership.

Upon occurrence of a Trigger Event, the rights ifnéted partner to receive a share of the Comga@gmmon Stock (a "REIT Share") or
cash equal to the fair market value of a REIT Shigen redemption of a Common Unit is converted theright to receive a share (a
"Replacement Share") or cash equal to the fair etardue thereof of the acquiror or a parent ofabguiror. If the acquiror does not have
publicly traded securities and a parent of the moqudoes, the publicly traded equity securitieshaf parent entity with the highest market
capitalization will be the Replacement Shareselther the acquiror nor any parent has publiclgedhequity securities, the Replacement
Shares will be the equity securities of the entiith the highest market capitalization. The numtifieReplacement Shares to be received by a
limited partner (or to be used to calculate théngasyment due) upon a redemption of Common Unidl ke equal to the number of REIT
Shares issuable prior to the Trigger Event mu#iploy (i) the number of Replacement Shares theehalfla single REIT Share would have
received as a result of the Trigger Event or, é Replacement Shares have not been publicly tfadeshe year,

(i) a fraction, the numerator of which is the Aage Trading Price (as defined in the Operatingieeship Agreement) of a REIT Share as of
the Trigger Event and the denominator of whicthes Average Trading Price of a Replacement Shaoé the Trigger Event.
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If the acquiror in a Trigger Event is a REIT, it stumake provision to preserve an operating paftiggructure with terms no less favorable
to the limited partners than currently in placeattdition, the Operating Partnership Agreementides/that, if a distribution of cash or
property is made in respect of a Replacement Steee)perating Partnership will distribute the samunt in respect of a Common Unit as
would have been received by a limited partner hath partner's Common Units been redeemed for Replest Shares prior to such
distribution.

Because the Operating Partnership Agreement regjair@cquiror to make provision under certain oirstances to maintain the Operating
Partnership structure and maintain a limited paitrrégght to continue to hold Common Units withute redemption rights, the terms of the
Operating Partnership Agreement could also haveffieet of discouraging a third party from makingacquisition proposal for the
Company.

These provisions of the Operating Partnership Ageze may only be waived or amended upon the corgdimited partners holding at le¢
75% of the Common Units (excluding those held &y@ompany).

Shareholders' Rights Plan. On October 4, 1997Ctmapany's board of directors adopted a SharehoRgists Plan and declared a
distribution of one preferred share purchase righiRight") for each outstanding share of Commarckt The Rights were issued on October
16, 1997 to each stockholder of record on such ddie Rights have certain anti-takeover effect® Rights will cause substantial dilution to
a person or group that attempts to acquire the @ognpn terms not approved by the Company's boadit@ftors. The Rights should not
interfere with any merger or other business contlmnaapproved by the board of directors since tlgh®®2 may be redeemed by the Company
for $.01 per Right prior to the time that a persomgroup has acquired beneficial ownership of 15%ore of the Common Stock.

Registrar and Transfer Agent

The Registrar and Transfer Agent for the CommorriSemd all series of Preferred Stock is First Urii@tional Bank, Charlotte, North
Carolina.

DESCRIPTION OF RESALE WARRANTS

This Prospectus relates in part to the resale ofants exercisable for an aggregate of 1,479,28€eshof Common Stock (the "Resale
Warrants"). Beginning October 1, 2002, each Reg&derant entitles the holder thereof to purchase, @irchase price per share of $32.50,
subject to adjustments relating to stock splittherissuance of stock dividends, rights, optiorarants, convertible or exchangeable
securities or distributions of securities, a numifeshares of Common Stock less than or equaledmtimber of shares of such Common S
so stated in each such Resale Warrant. Alterngtitted holder of a Resale Warrant may, at his ilecbpt to receive a number of shares of
Common Stock equal to the quotient of (i) the valfithe Resale Warrant(s) exercised, where suakevalcalculated as the product of (a)
number of

-22-



shares covered by the exercise of such Resale Wé@ydimes (b) the excess of the fair market valeeshare of Common Stock over the
exercise price divided by (i) the fair value ofiagle share of Common Stock. The Resale Warraws hot been approved for listing on any
national securities exchange or the Nasdaq StoakéilaSee "Description of Capital Stock of the Camg' for a summary discussion of the
Common Stock and other information concerning osfigrof the Common Stock.

REDEMPTION OF UNITS
General

Each limited partner of the Operating Partnershify nsubject to certain limitations, require tha @perating Partnership redeem all or a
portion of such partner's Common Units after exjgraof an agreed-upon lock-up period (generalhe gear). Upon redemption, a limited
partner will receive, at the option of the Compaaygeneral partner of the Operating Partnersthilgre

(i) a number of shares of Common Stock equal tanthmber of Common Units redeemed or (ii) cash immount equal to market value of
the number of shares of Common Stock the partneftdiwave received pursuant to (i) above. The maréikete of the Common Stock for this
purpose will be equal to the average of the closiading price of the Company's Common Stock fer1 trading days before the day on
which the redemption notice was received by ther&tpey Partnership.

The Company anticipates that it generally will €lecsatisfy any redemption right exercised bynaited partner through the issuance of the
shares of Common Stock, whereupon the Companyaegjlire the Common Units being redeemed and wilbbe the owner of the
Common Units. Such an acquisition by the Companlheitreated as a sale of the Common Units tdXbepany for Federal income tax
purposes. See "Federal Income Tax Considerations

- Tax Consequences of Redemption.” Upon redemptiaeh) limited partner's right to receive distribas with respect to the Common Units
redeemed will cease. However, the limited partriéirthhen have rights as a stockholder of the Conyfamm the time of his or her acquisiti
of Common Stock, including the payment of dividends

A limited partner must notify the Company, as gahpartner of the Operating Partnership, of suainpés desire to require the Operating
Partnership to redeem Common Units by sending iaenot the form attached as an exhibit to the OjpayadPartnership Agreement, a copy of
which is available from the Company. A limited pet must request the redemption of at least 1,@08rSon Units (or all of the Common
Units held by such holder, if less). A redempti@mgrally will occur on the 10th business day dfternotice is delivered by the limited
partner, except that no redemption can occur itidevery of shares of Common Stock would be privbidbunder the provisions of the
Articles of Incorporation to protect the Comparyslification as a REIT.

For a summary discussion of certain Federal incameonsiderations relevant to the redemption ah@on Units, see "Federal Income Tax
Considerations - Tax Consequences of Redemption."
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Comparison of Ownership of Common Units and Shares of Common Stock

Generally, the nature of any investment in shafé&ommon Stock of the Company is substantially eajeint economically to an investment
in Common Units in the Operating Partnership. Adeolof a share of Common Stock receives the sagtiehdition that a holder of a
Common Unit receives, and stockholders and Comnmadhhdlders generally share in the risks and rewafcdownership in the enterprise
being conducted by the Company (through the Opeydartnership). However, there are differencesdse ownership of Common Units
and ownership of Common Stock, some of which magnhterial to investors.

The information below highlights a number of thgrsficant differences between the Operating Pastriprand the Company relating to,
among other things, form of organization, permiitecestments, policies and restrictions, managersieatture, compensation and fees and
investor rights, and compares certain legal rigstsociated with the ownership of Common Units aoch@on Stock. These comparisons are
intended to assist limited partners of the Opegalartnership in understanding how their investmeélhbe changed if their Common Units
are redeemed for Common Stock. This discussioansigry in nature and does not constitute a comgistrission of these matters, and
holders of Common Units should carefully review taance of this Prospectus and the Registratiate®ient, including the exhibits thereto,
of which this Prospectus is a part for additiomaportant information about the Company.

Form of Organization and Assets Owned. The Opeag&irtnership is organized as a North Carolinanpaship. Substantially all of the
Company's operations are conducted through theabpgrPartnership.

The Company is a Maryland corporation. The Compgaas/elected to be taxed as a REIT under the IntBemanue Code of 1986, as
amended (the "Code"), and intends to maintainutgification as a REIT. The Company's intereshim ©perating Partnership, which gives
the Company an indirect investment in the propeied other assets owned by the Operating Partperspresents substantially all of its
assets.

Length of Investment. The Operating Partnershipahstated termination date of December 31, 20%#20@dh it may be terminated earlier
under certain circumstances. The Company has @jp@igerm and intends to continue its operationgh indefinite time period.

Purpose and Permitted Investments. The purposeddperating Partnership includes the conduct phaisiness that may be lawfully
conducted by a limited partnership formed undertiN@arolina law, except that the Operating PartriprAdgreement requires the business of
the Operating Partnership to be conducted in sunlaraer that will permit the Company to be classdifas a REIT for Federal income tax
purposes. The Operating Partnership may, subjabetéoregoing limitation, invest or enter into fmarships, joint ventures or similar
arrangements and may own interests in any othéyent
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Under its Articles of Incorporation, the Companyynesgage in any lawful activity permitted under Mand law. Under the Operating
Partnership Agreement, however, the Company mustiati substantially all of its business and owrssautttially all of its assets through the
Operating Partnership.

Additional Equity. The Operating Partnership isreuized to issue Common Units and other partnerisitgpests to the partners or to other
persons for such consideration and on such terehg@mditions as the Company, in its sole discretioay deem appropriate. In addition, the
Company may cause the Operating Partnership te tssthe Company additional Common Units or otlatrnership interests in different
series or classes that may be senior to the Contunda in conjunction with the offering of securgief the Company having substantially
similar rights, in which the proceeds thereof ayetdbuted to the Operating Partnership. No limipadtner has any preemptive, preferenti
similar rights with respect to additional capitahtributions to the Operating Partnership or tiseasce or sale of any interests therein.

The board of directors of the Company may issuésidiscretion, additional equity securities catisag of Common Stock or Preferred Stc
provided, however, that the total number of sh&a®sed does not exceed the authorized number tésbécapital stock set forth in the
Company's Articles of Incorporation. As long as @erating Partnership is in existence, the proséada portion thereof) of all equity
capital raised by the Company will be contributedhte Operating Partnership in exchange for Combiaits or other interests in the
Operating Partnership, provided that the GenerdhPas contribution will be deemed to be an amauntal to the net proceeds of any such
offering plus any underwriter's discount or othepenses incurred in connection with such issuance.

Borrowing Policies. The Company as general pattasrfull power and authority to borrow money ondlebf the Operating Partnership.
The Company (as general partner), through its boadirectors, has adopted a policy that currelithjts total borrowing to 50% of the total
market capitalization of the Company and the Ojrega®artnership, but this policy may be alteredrat time by the board of directors. The
foregoing reflects the Company's general policyrawee and is not intended to operate in a marmerinappropriately restricts the
Company's ability to raise additional capital, irdihg additional debt, to implement its plannedvgtg to pursue attractive acquisition
opportunities that may arise or to otherwise a@ manner that the board of directors believestmbhe best interests of the Company and
its stockholders. The board of directors, with aéissistance of management of the Company, may tesgedirom time to time its debt and
other capitalization policies in light of then cemt economic conditions, including the relativetsad debt and equity capital, the market
value of its properties, growth and acquisition aypnities, the market value of its equity secastin relation to the Company's view of the
market value of its properties, and other factangl may modify its debt policy. Such modificatioayrinclude increasing or decreasing its
general ratio of debt to total market capitalizatio substituting another measuring standard.
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The Company is not restricted under its governirggruments from incurring borrowings.

Other Investment Restrictions. Other than restiiprecluding investments by the Operating Pastiethat would adversely affect the
qualification of the Company as a REIT, there argastrictions in the Operating Partnership Agreenoa the Operating Partnership's
authority to enter into certain transactions, idahg, among others, making investments, lendingr&pey Partnership funds, or reinvesting
the Operating Partnership's cash flow and netaalefinancing proceeds.

Neither the Company's Articles of Incorporation ierbylaws impose any restrictions upon the tygfeéavestments made by the Comp:
except that under the Articles of Incorporatiorg board of directors is prohibited from taking awyion that would terminate the Company's
REIT status, unless a majority of the stockhold@te to terminate such REIT status.

Management Control. All management powers ovebtigness and affairs of the Operating Partnerstéiwested in the general partner of
the Operating Partnership, and no limited partifi¢h® Operating Partnership has any right to pigdie in or exercise control or management
power over the business and affairs of the Opaga&mrtnership. The general partner may not be rethby the limited partners for any
reason.

The board of directors has exclusive control oliler@ompany's business and affairs subject onlydadstrictions in the Articles of
Incorporation, the bylaws and the Operating PastniprAgreement. The board of directors is clasgifieo three classes of directors. At each
annual meeting of the stockholders, the succesddhe class of directors whose terms expire atrifeeting will be elected. The policies
adopted by the board of directors may be alteregliminated without advice of the stockholders. éwlingly, except for their vote in the
elections of directors, stockholders have no cdwiver the ordinary business policy of the Company.

Fiduciary Duties. Under North Carolina law, the gext partner of the Operating Partnership is actzdle to the Operating Partnership as a
fiduciary and, consequently, is required to exergsod faith in all of its dealings with respecptrtnership affairs. However, under the
Operating Partnership Agreement, the general paiknender no obligation to take into account dredonsequences to any partner of any
action taken by it. The general partner will haediability to a limited partner as a result of digbilities or damages incurred or suffered by,
or benefits not derived by, a limited partner assult of any action or inaction of the generatmpar so long as the general partner acted in
good faith.

Under Maryland law, the directors must perform ithgities in good faith, in a manner that they hai®o be in the best interests of the
Company and with the care an ordinarily prudens@emvould exercise under similar circumstancesdars of the Company who act in
such a manner generally will not be liable to tlempany for monetary damages arising from theivais.
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Management Liability and Indemnification. The Opirg Partnership Agreement generally provides thatyeneral partner will incur no
liability to the Operating Partnership or any liedtpartner for losses sustained or liabilities inedi as a result of errors in judgment or of any
act or omission if the general partner acted indg@dth. In addition, the general partner is nafpansible for any misconduct or negligence
the part of its agents provided the general padpepinted such agents in good faith. The generaher may consult with legal counsel,
accountants, appraisers, management consultamstiment bankers and other consultants and adv&oysaction the general partner takes
or omits to take in reliance upon the opinion aftspersons, as to matters which the general pasasonably believes to be within their
professional or expert competence, shall be coivellyspresumed to have been done or omitted in daitk and in accordance with such
opinion. The Operating Partnership Agreement atewiges for indemnification of the general partribg directors and officers of the gent
partner, and such other persons as the generakpanay from time to time designate, against amyahlosses, claims, damages, liabilities,
expenses, judgments, fines, settlements and otheuras arising from any and all claims, demandiso@as, suits or proceedings that relate to
the operations of the Operating Partnership in iwkiech person may be involved, or is threatendx timvolved, to the fullest extent
permitted under North Carolina law.

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

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

Anti-Takeover Provisions. Except in limited circuiansces, the general partner of the Operating Rattipehas exclusive management power
over the business and affairs of the Operatingneeship. The general partner may not be removeatdlimited partners with or without
cause. Under the Operating Partnership Agreemergeheral partner may, in its sole discretion, @néwa limited partner from transferring
interest or any rights as a limited partner ex@epertain limited circumstances. The general gartmay exercise this right of approval to
deter, delay or hamper attempts by persons to @cquiinterest in the Operating Partnership.
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The Articles of Incorporation and bylaws of the Guany and the Operating Partnership Agreement aoataumber of provisions that may
have the effect of delaying or discouraging an licised proposal for the acquisition of the Compamythe removal of incumbent
management. See "Risk Factors - Limited Abilitysddckholders to Effect a Change in Control" ands@ption of Capital Stock of the
Company - Classification of Board of Directors; Reml of Directors; Other Provisions" and "- CertRirovisions Affecting Change of
Control."

Voting Rights. Under the Operating Partnership &gnent, the limited partners generally do not haoténg rights relating to the operation
and management of the Operating Partnership. Lihgitetners do have the right to vote on certainraiments to the Operating Partnership
Agreement. The ownership of Common Units does ntitie the holder thereof to vote on any mattebéosoted upon by the stockholders of
the Company.

Stockholders of the Company have the right to woteamong other things, a merger or sale of adlutastantially all of the assets of the
Company, amendments to the Articles of Incorporaté@rtain amendments to the bylaws and dissolatidghe Company. The Company is
managed and controlled by a board of directorsisting of three classes having staggered terméficEoEach class is to be elected by the
stockholders at annual meetings of the Companyshdres of Common Stock have one vote, and thel@sgtof Incorporation permit the
board of directors to classify and issue Prefe8tetk in one or more series having voting powercWimay differ from that of the Common
Stock.

Amendment of the Operating Partnership Agreemettt@Articles of Incorporation. Amendments to thee@ting Partnership Agreement
may be proposed by the general partner or by amyeldl partners holding 10 percent or more of théneaship interests. Approval of such an
amendment requires the vote of the general paatmé:the holders of a majority of the Common Unitsluding those Common Units held
the general partner. Certain amendments may bewagsolely by the general partner, such as, armtrgy things, amendments that would
add to the obligations of the general partnerecgfthe admission, substitution, termination ohdsawal of partners, or satisfy any legal
requirements. Certain amendments that affect théafmental rights of a limited partner must be apgddoy each affected limited partner.

The Company's Articles of Incorporation may noabeended without the affirmative vote of at leastaority of the shares of capital stock
outstanding and entitled to vote thereon votingetbgr as a single class, provided that certainigioms of the Articles of Incorporation may
not be amended without the approval of the holdéte/o-thirds of the shares of capital stock of @@mpany outstanding and entitled to vote
thereon voting together as a single class, antidugirovided that any amendment of the Articlemobrporation adversely and materially
affecting the outstanding Series A Preferred St8ekijes B Preferred Stock or Series D PreferredkStquires the approval of the holders of
two-thirds of the outstanding shares of such afféceries. The Company's bylaws may be amendduetlyoard of directors or a majority of
the shares cast of capital stock entitled to Veéegupon at a duly constituted meeting of stockdrsid
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Vote Required to Dissolve the Operating Partnershifhe Company. Under North Carolina law, the @pirg Partnership may be dissolved,
other than in accordance with the terms of the &tpey Partnership Agreement, only upon the unangnate of the limited partners.

Under Maryland law, the Company may be dissolveihe affirmative vote of a majority of the emgtiboard of directors declaring such
dissolution to be advisable and directing thatgreposed dissolution be submitted for consideraioan annual or special meeting of
stockholders, and (ii) upon proper notice, stockeohpproval by the affirmative vote of the holdefs majority of the total number of sha
outstanding and entitled to vote thereon voting amgle class.

Vote Required to Sell Assets or Merge. Under ther@jing Partnership Agreement, the sale, exchdrayesfer or other disposition of all or
substantially all of the Operating Partnershipsetsor the merger or consolidation of the Opega@artnership requires the consent of the
general partner and holders of a majority of thisamding Common Units (including Common Units heycdthe general partner).

Under the MGCL, a corporation generally cannot selistantially all of its assets or merge withdwat approval of the holders of tvtbirds of
the shares entitled to vote on the matter unldssser percentage is set forth in the corporatichester. The Company's Articles of
Incorporation contain such a provision and proviihes such actions may be taken if approved by janityaof the shares outstanding and
entitled to vote thereon. The MGCL establishes ispeequirements with respect to "business comimnat between Maryland corporations
and "interested stockholders" unless exemptionsgpéicable. Among other things, the law prohilhiisa period of five years a merger and
other specified or similar transactions betweenrparation and an interested stockholder and regursuper majority vote for such
transactions after the end of the five-year peridte Company's Articles of Incorporation contajpravision exempting the Company from
the requirements and provisions of the Marylandri®mss combination statute. There can be no assithatsuch charter provisions will not
be amended at any point in the future.

Compensation, Fees and Distributions. The genaréh@r does not receive any compensation for itdc®s as general partner of the
Operating Partnership. As a partner in the Opeagdiartnership, however, the general partner hasaime right to allocations and
distributions as other partners of the Operatingri@éaship. In addition, the Operating Partnerskimburses the general partner for
substantially all expenses incurred relating todhgoing operation of the Company and any offeahgartnership interests in the Operating
Partnership or capital stock of the Company.

The directors and officers of the Company recemmpensation for their services.
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Liability of Investors. Under the Operating Parstép Agreement and applicable North Carolina lde,ltability of the limited partners for
the Operating Partnership's debts and obligat®gemnerally limited to the amount of their investini@ the Operating Partnership.

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

Nature of Investment. The Common Units constitufeity interests entitling each limited partner tpra rata share of cash distributions m
to the limited partners of the Operating Partngrshhe Operating Partnership generally intendetaim and reinvest proceeds of the sale of
property or excess refinancing proceeds in itsimss.

The shares of Common Stock constitute equity isteri@ the Company. The Company is entitled toiveciés pro rata share of distributions
made by the Operating Partnership with respedted@ommon Units, and each stockholder will be kedtito his pro rata share of any
dividends or distributions paid with respect to @@mmon Stock. The dividends payable to the stdddns are not fixed in amount and are
only paid if, when and as declared by the BoarDioéctors. In order to qualify as a REIT, the Companust distribute 95% of its taxable
income (excluding capital gains), and any taxabt®me (including capital gains) not distributedl W@ subject to corporate income tax.

Potential Dilution of Rights. The general partnétte Operating Partnership is authorized, indie sliscretion and without limited partner
approval, to cause the Operating Partnership tiagditional limited partnership interests andeo#quity securities for any partnership
purpose at any time to the limited partners ortteeopersons on terms established by the genentalgna

The board of directors of the Company may issuésidiscretion, additional shares of Common Staa#t has the authority to issue from the
authorized capital stock a variety of other eqagygurities of the Company, with such powers, pesiees and rights as the board of directors
may designate at the time. The issuance of additistmares of either Common Stock or other simitpuity securities may result in the
dilution of the interests of the stockholders.

Liquidity. The limited partners generally may tréersall or a portion of their interests in the Oggng Partnership to a transferee, subject to
the one-year lock-up provisions and certain linotas imposed by Federal and state securities IBwdransferee, however, will be admitted
to the Operating Partnership as a substitute ldrpirtner having the rights of a limited partnethout the consent of the Company as the
general partner and satisfaction of certain otbediions, including an agreement to be bound kytéhms and conditions of the Operating
Partnership Agreement.

Upon the effectiveness of the Registration Statérmewhich this Prospectus is a part, the shardgtssued by the Company, upon issuance
(except when issued to an investor who is an aféilof the Company or who otherwise may be deeméd tin underwriter), and the
securities to be resold by the selling securitybddupon resale, will be freely transferable as
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registered securities under the Securities Act. Chmmon Stock is listed on the NYSE. The breadthsirength of this market will depend,
among other things, upon the number of sharesamdstg, the Company's financial results and prdsp#ute general interest in the
Company's and other real estate investments anddhmany's dividend yield compared to that of ottelst and equity securities.

FEDERAL INCOME TAX CONSIDERATIONS

The following summary of certain Federal income ¢arsiderations to the Company is based on culaentis for general purposes only, and
is not tax advice. The summary addresses the rabE&deral income tax considerations relating #oGompany's REIT status, as well as
material Federal income tax considerations relatinfpe Operating Partnership and the Companykistdders. The Federal income tax
treatment of any investor in shares of Common Staikvary depending upon such investor's particsiguation.

Each investor is advised to consult his or her taxnadvisor regarding the tax consequences to hineioof the purchase, ownership and sale
of shares of Common Stock, including the Fedetateslocal, foreign and other tax consequencassicii purchase, ownership and sale ar
potential changes in applicable tax laws.

Taxation of the Company asa REIT

Commencing with its taxable year ended Decembel 394, the Company has elected to be taxed ad asteée investment trust under
Sections 856 through 860 of the Code. The Compaligues that, commencing with its taxable year dridecember 31, 1994, it has been
organized and has operated in such a manner aslidlydor taxation as a REIT under the Code, drel€ompany intends to continue to
operate in such a manner, but no assurance camdretbat it has operated or will operate in a neargo as to qualify or remain qualified.

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

Alston & Bird LLP has acted as tax counsel to tleenpany in connection with the offering and the Camps election to be taxed as a REIT.
Alston & Bird LLP is of the opinion that the Compahas been organized and has operated in confomititythe requirements for
qualification and taxation as a REIT under the Cindéts taxable years ended December 31, 19941gird 997, and that the Company will
be in a position to continue its qualification aagation as a REIT within the definition of Secti®b6(a) of the Code for the taxable year that
will end December 31, 1998. This opinion is basedaztual representations of the Company conceritérigusiness operations and its
properties and Alston & Bird LLP has not indeperttieverified these facts. In addition, the Comparstatus as a REIT at any time during
1998 is dependent, among other things, upon thep@oynmeeting the requirements of Section 856 tHr@&9 of the Code throughout the
year and for the year as a whe
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Accordingly, because the Company's satisfactiosuch requirements will depend upon future eventduding the precise terms and
conditions of proposed transactions, the final weiigation of operational results and the effect@ftain provisions contained in the
President's Budget Proposal for the Fiscal Yea®18Bthe Company's REIT status, no assurance cgivée that the Company will satisfy
the requirements to be a REIT during the taxabée tleat will end December 31, 1998.

Federal Income Taxation of the Company

If the Company qualifies for taxation as a REITgenerally will not be subject to Federal corpoiat®me tax on that portion of its ordinary
income or capital gain that is currently distritiite stockholders. The REIT provisions of the Cgdaerally allow a REIT to deduct
distributions paid to its stockholders, substahtialiminating the Federal "double taxation" onréags (once at the corporate level when
earned and once again at the stockholder level wistributed) that usually results from investmdnta corporation. Nevertheless, the
Company will be subject to Federal income tax #lsvis. First, the Company will be taxed at regudarporate rates on its undistributed R
taxable income, including undistributed net cagisihs. Second, under certain circumstances, thep@oy may be subject to the "alternative
minimum tax" as a consequence of its items of tatgpence. Third, if the Company has net incommftbe sale or other disposition of
"foreclosure property" that is held primarily fale to customers in the ordinary course of businesgher non-qualifying income from
foreclosure property, it will be subject to taxla highest corporate rate on such income. Foiiitthe Company has net income from
prohibited transactions (which are, in generaltaiersales or other dispositions of property othan foreclosure property held primarily for
sale to customers in the ordinary course of busjpasich income will be subject to a 100% tax.hFiftthe Company should fail to satisfy
either of the 75% or 95% gross income tests (dsedibelow) but has nonetheless maintained itsfopadion as a REIT because certain other
requirements have been met, it will be subject 10@% tax on the net income attributable to thaigmeof the amount by which the Company
fails either the 75% or 95% test, multiplied byraction intended to reflect the Company's profitghiSixth, if the Company fails to

distribute during each year at least the sum @56 of its ordinary income for such year, (ii) 9%5%its capital gain net income for such ye
and (iii) any undistributed taxable income fromopiperiods, the Company will be subject to a 4% sxtax on the excess of such required
distribution over the amounts actually distribut8dventh, if the Company should acquire any asset & C corporation (i.e., a corporation
generally subject to full corporate-level tax) icaryover-basis transaction and the Company sulesely recognizes gain on the disposition
of such asset during the 10-year period (the "Reitiog Period") beginning on the date on which élsset was acquired by the Company,
then, to the extent of the excess of (a) the fairket value of the asset as of the beginning o&fiicable Recognition Period over (b) the
Company's adjusted basis in such asset as of therieg of such Recognition Period (the "Built-lmi@"), such gain will be subject to tax at
the highest regular corporate rate, pursuant tdgimes issued by the Internal Revenue ServiceS"Jighe "Built-In Gain Rules").
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Requirementsfor Qualification

To qualify as a REIT, the Company must elect tedéreated and must meet the requirements, disthsdew, relating to the Company's
organization, sources of income, and nature oftasse

Organizational Requirements. The Code defines & REla corporation, trust or association: (i) tkahanaged by one or more trustees or
directors,

(i) the beneficial ownership of which is evidendadtransferable shares or by transferable ceatéig of beneficial interest, (iii) that would
taxable as a domestic corporation but for the REefuirements, (iv) that is neither a financial iington nor an insurance company subject to
certain provisions of the Code, (v) the benefiolahership of which is held by 100 or more persons,

(vi) during the last half of each taxable year, matre than 50% in value of the outstanding stockiuth is owned, directly or indirectly,
through the application of certain attribution gylby five or fewer individuals (as defined in fBede to include certain entities), (vii) files an
election to be taxed as a REIT on its return fahgaxable year, and (viii) satisfies the 95% aB&hincome tests and the 75%, 25%, 10%,
and 5% asset tests, as described below. The Cod@es that conditions (i) through (iv), inclusivaust be met during the entire taxable year
and that condition (v) must be met during at 1828 days of a taxable year of 12 months or duripgoaortionate part of a taxable year of
less than 12 months. For purposes of conditioncgftain pension funds and other tax-exempt estitie treated as persons. For purposes of
condition (vi), the beneficiaries of a pension oofjt-sharing trust under section 401(a) of the €ade treated as REIT stockholders. In
addition, the Articles of Incorporation currenttyclude certain restrictions regarding transfet®fdommon Stock, which restrictions are
intended (among other things) to assist the Compangntinuing to satisfy conditions (v) and (vhave.

In the case of a REIT that is a partner in a pastrip, Treasury Regulations provide that the REITlve deemed to own its proportionate
share of the assets of the partnership and willdemed to be entitled to the income of the partigttributable to such share. In addition,
the character of the assets and gross income @ktttieership retain the same character in the hafti® REIT for purposes of Section 85¢
the Code, including satisfying the gross incoméstand asset tests. Thus, the Company's propaditishare of the assets, liabilities, and
items of income of the Operating Partnership (iditig the Operating Partnership's share of the siditilities, and items of income with
respect to any partnership in which it holds aariest) will be treated as assets, liabilities @aaohs of income of the Company for purposes of
applying the requirements described herein.

Income Tests. In order to maintain qualificatioraaREIT, the Company annually must satisfy two glioasome requirements. First, at least
75% of the Company's gross income (excluding grassme from prohibited transactions) for each téagear must be derived directly or
indirectly from investments relating to real prageincluding investments in other REITs or mortga®n real property (including "rents fr
real property" and, in certain circumstances, ggdr Second, at least 95% of the Company's gnossrie (excluding gross income from
prohibited transactions) for each taxable year rhasierived from such real property investmentgddnds, interest, and gain from the sale
or disposition of stock or securities (or from amynbination of the foregoing). In addition, for #dote years ended on or before December 31,
1997, short-term gain from the sale or other digjposof stock or
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securities, gain from prohibited transactions aaith @n the sale or other disposition of real propkeld for less than four years (apart from
involuntary conversions and sales of foreclosuoperty) must represent less than 30% of the Conmpangss income (including gross
income from prohibited transactions). The Taxp&elief Act of 1997, enacted August 5, 1997 ("TaxgraRelief Act"), repealed the 30%
gross income test for taxable years beginning &fteyust 5, 1997. Accordingly, the 30% gross incdest will not apply to the Company
beginning with its taxable year that will end Det®m31, 1998.

Rents received by the Company will qualify as "sgindm real property” in satisfying the gross in@rmaquirements for a REIT described
above only if several conditions are met. First, dmount of rent must not be based in whole oai @n the income or profits of any person
but can be based on a fixed percentage of grosfpte®r gross sales. Second, "rents from realgstgpexcludes any amount received
directly or indirectly from any tenant if the Comma or an owner of 10% of more of the Company,dliyeor constructively, owns 10% or
more of such tenant taking into consideration {h@ieable attribution rules (a "Related Party TeharThird, rent attributable to personal
property is excluded from "rents from real prop&eycept where such personal property is leasednmmection with a lease of real property
and the rent attributable to such personal propetgss than or equal to 15% of the total renéinexd under the lease. Finally, amounts that
are attributable to services furnished or rend@rennection with the rental of real property, Wier or not separately stated, will not
constitute "rents from real property" unless suglvises are customarily provided in the geographé@a. Customary services that are not
provided to a particular tenant (e.g., furnishimghand light, the cleaning of public entrances, the collection of trash) can be provided
directly by the Company. Where, on the other handh services are provided primarily for the corneece of the tenants and are provide
such tenants, such services must be provided yd@pendent contractor. In the event that an indéget contractor provides such services,
the Company must adequately compensate the indepeoontractor, the Company must not derive angrirefrom the independent
contractor, and neither the independent contrawiocertain of its shareholders may, directly aliriactly, own more than 35% of the
Company, taking into consideration the applicabl@ership rules. Pursuant to the Taxpayer Reliefahat beginning with the Company's
taxable year that will end December 31, 1998, tbm@any's rental income will not cease to qualifyrasts from real property" merely
because the Company performs a de minimis amodntgeErmissible services to the tenants. For purposéhe preceding sentence, (i) the
amount of income received from such impermissibl@ises cannot exceed one percent of all amouon&sved or accrued during such taxe
year, directly or indirectly, by the Company witspect to such property and (ii) the amount treasackceived by the Company for si
impermissible services cannot be less than 15Gepenf the direct cost of the Company in furnishimgendering such services.

The Company does not currently charge and doeantmipate charging rent that is based in wholm grart on the income or profits of any
person. The Company also does not anticipate adifiéving rent attributable to personal properysied in connection with real property that
exceeds 15% of the total rents or receiving remhfRelated Party Tenants.
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The Operating Partnership does provide certaincEswith respect to the Properties. The Compaligyes that the services with respect to
the Properties that are and will be provided diyeste usually or customarily rendered in connettigth the rental of space for occupancy
only and are not otherwise rendered to particélaants and, therefore, that the provision of sechiges will not cause rents received with
respect to the Properties to fail to qualify agsdrom real property. Services with respect toRheperties that the Company believes may
be provided by the Company or the Operating Pastgdirectly without jeopardizing the qualificatief rent as "rents from real property"
are and will be performed by independent contractor

The Operating Partnership and the Company recee®ih consideration of the performance of propadpagement and brokerage and
leasing services with respect to certain Propenti@owned entirely by the Operating PartnershiymhSees will not qualify under the 75% or
the 95% gross income test. The Operating Partneedbd may receive certain other types of inconth veispect to the properties it owns that
will not qualify for either of these tests. In atioin, dividends on the OperatinOg Partnership'sksio Highwoods Services will not qualify
under the 75% gross income test. The Company lealjdowever, that the aggregate amount of suchafeesther non-qualifying income in
any taxable year will not cause the Company to ed¢ke limits on non-qualifying income under eittier 75% or the 95% gross income test.

If the Company fails to satisfy one or both of #%6 or 95% gross income tests for any taxable yearay nevertheless qualify as a REIT
that year if it is eligible for relief under a cairi provision of the Code. This relief provisiomgeally will be available if (i) the Company's
failure to meet these tests was due to reasonabkeand not due to willful neglect, (i) the Compattaches a schedule of the nature and
amount of each item of income to its Federal inctaxereturn and (iii) the inclusion of any incorré@formation on such schedule is not due
to fraud with intent to evade tax. It is not possilhowever, to state whether in all circumstaribesCompany would be entitled to the benefit
of this relief provision. For example, if the Comgéfails to satisfy the gross income tests becaosequalifying income that the Company
intentionally incurs exceeds the limits on suclome, the IRS could conclude that the Company'ariailo satisfy the tests was not due to
reasonable cause. As discussed above in "- Fddemahe Taxation of the Company,” even if this rigtisovision applies, a 100% tax would
be imposed with respect to the portion of the Camfsataxable income that fails the 75% or 95% giossme test.

Asset Tests. At the close of each quarter of kalike year, the Company also must satisfy foustesating to the nature and diversificatiol

its assets. First, at least 75% of the value oftbmpany's total assets must be represented bgsedk assets, cash and cash items (including
receivables), and government securities. Seconthare than 25% of the value of the Company's tgakts may be represented by securities
other than those in the 75% asset class. Thirdnaoe than 5% of the value of the Company's assaysconsist of securities of any one
issuer (other than those securities includibldna 5% asset test). Fourth, not more than 10%eobtitstanding voting securities of any one
issuer may be held by the Company
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(other than those securities includible in the 7&8%et test).

The 5% test generally must be met for any quanterhiich the Company acquires securities of an isStaus, this requirement must be
satisfied not only on the date on which the Compaangugh the Operating Partnership acquired thergs of Highwoods Services, but a
each time the Company increases its ownershis oé#pective securities (including as a resulbofdasing its interest in the Operating
Partnership as limited partners exercise theirmgdi®n rights). Although the Company plans to tateps to ensure that it satisfies the 5%
value test for any quarter with respect to whidiestng is to occur, there can be no assurancesticht steps will always be successful or will
not require a reduction in the Company's overadiriest in Highwoods Services.

The Operating Partnership owns 100% of the nongattock and 1% of the voting stock of Highwoodsvi®ess, and by virtue of its
ownership of Common Units, the Company will be ¢desed to own its pro rata share of such stock."$ke Company." Neither the
Company nor the Operating Partnership, howevel,omih more than 1% of the voting securities of Higlnds Services. In addition, the
Company and its senior management do not beliestglle Company's pro rata share of the value ofélearities of Highwoods Services
exceeds 5% of the total value of the Company'sasee Company's belief is based in part upoaritdysis of the estimated value of the
securities of Highwoods Services owned by the GpeydPartnership relative to the estimated valuthefother assets owned by the
Operating Partnership. No independent appraisdld®&btained to support this conclusion, and éds& Bird LLP, in rendering its opinion
as to the qualification and taxation of the Compasy REIT, is relying on the conclusions of thenpany and its senior management as to
the value of the securities of Highwoods Servidé®re can be no assurance, however, that the 188t mdt contend that the value of such
securities held by the Company (through the Opega®artnership) exceeds the 5% value limitation.

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

Annual Distribution Requirements

In order to be taxed as a REIT, the Company isireduo make distributions (other than capital gdistributions) to its stockholders in an
amount at least equal to (a) the sum of (i) 95%efCompany's "REIT taxable income" (computed witlregard to the dividends-paid
deduction and the Company's capital gain) an®@%%o of the net income, if any, from foreclosuregany in excess of the special tax on
income from foreclosure property, minus

(b) the sum of certain items of non-cash incomehSlistributions must be paid in the taxable year
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to which they relate. Dividends paid in the subseryear, however, will be treated as if paid ia phior year for purposes of such prior ye
95% distribution requirement if one of the followitwo sets of criteria are satisfied: (i) the damdls were declared in October, November, or
December, the dividends were payable to stockhslderecord on a specified date in such a montth tia@ dividends were actually paid
during January of the subsequent year; or (iidik&ends were declared before the Company timitdyg fts Federal income tax return for
such year, the dividends were distributed in thel\tes month period following the close of the pyaar and not later than the first regular
dividend payment after such declaration, and theagamy elected on its Federal income tax returniiferprior year to have a specified
amount of the subsequent dividend treated as df ipaihe prior year. Even if the Company satisflesforegoing distribution requirements,
the Company will be subject to tax thereon at regohpital gains or ordinary corporate tax ratethéoextent that it does not distribute all of
its net capital gain or "REIT taxable income" agiatkd. Furthermore, if the Company should faiistribute during each calendar year at
least the sum of (a) 85% of its ordinary incometkat year, (b) 95% of its capital gain net incdimethat year, and

(c) any undistributed taxable income from prioripes, the Company would be subject to a 4% exeis®h the excess of such required
distribution over the amounts actually distributedaddition, during its Recognition Period, if tBempany disposes of any asset subject to
the Built-In Gain Rules, the Company will be re@uaiy pursuant to guidance issued by the IRS, toldisé at least 95% of the Built-In Gain
(after tax), if any, recognized on the dispositidrithe asset.

The Company intends to make timely distributiorlicient to satisfy the annual distribution requirents. In this regard, the Operating
Partnership Agreement authorizes the Company, merglepartner, to take such steps as may be negdéesause the Operating Partnership
to distribute to its partners an amount sufficienpermit the Company to meet these distributigquiements.

It is expected that the Company's REIT taxablenmeavill be less than its cash flow due to the allose of depreciation and other non-cash
charges in computing REIT taxable income. Accorljinthe Company anticipates that it generally Walve sufficient cash or liquid assets to
enable it to satisfy the 95% distribution requirendt is possible, however, that the Company, ftone to time, may not have sufficient c:
or other liquid assets to meet the 95% distribut@guirement or to distribute such greater amoamhay be necessary to avoid income and
excise taxation. In such event, the Company mayifinecessary to arrange for borrowings or, ifgilge, pay taxable stock dividends in
order to meet the distribution requirement.

In the event that the Company is subject to ansagijent to its REIT taxable income (as defined iati®a 860(d)(2) of the Code) resulting
from an adverse determination by either a finalrtdacision, a closing agreement between the Coyngad the IRS under Section 7121 of
the Code, or an agreement as to tax liability betwide Company and an IRS district director, then@any may be able to rectify any
resulting failure to meet the 95% annual distribatiequirement by paying "deficiency dividends'stockholders that relate to the adjusted
year but that are paid in a subsequent year. Tlifgjaa a deficiency dividend, the distribution mibg made within 90 days of the adve
determination and the Company also
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must satisfy certain other procedural requiremdhtle statutory requirements of Section 860 ef @ode are satisfied, a deduction is allo
for any deficiency dividend subsequently paid by @ompany to offset an increase in the Companyl3 REable income resulting from the
adverse determination. The Company, however, willdguired to pay statutory interest on the amotiahy deduction taken for deficiency
dividends to compensate for the deferral of thditbility.

Failureto Qualify

If the Company fails to qualify for taxation as &IR in any taxable year and the relief provisionsndt apply, the Company will be subjec
tax (including any applicable alternative minimua)ton its taxable income at regular corporatestddéstributions to stockholders in any
year in which the Company fails to qualify will no¢ deductible by the Company nor will they be regfito be made. In such event, to
extent of positive current and accumulated earnamgkprofits, all distributions to stockholdersvaié dividends, taxable as ordinary income,
except that, subject to certain limitations of @®de, corporate distributees may be eligible ferdividends-received deduction. Unless the
Company is entitled to relief under specific statutprovisions, the Company also will be disquetififrom taxation as a REIT for the four
taxable years following the year during which dfigdition was lost. It is not possible to state wieetin all circumstances the Company wc
be entitled to such statutory relief. For examjlhe Company fails to satisfy the gross inconstgdecause non-qualifying income that the
Company intentionally incurs exceeds the limit antsincome, the IRS could conclude that the Comigdailure to satisfy the tests was not
due to reasonable cause.

Taxation of U.S. Stockholders

As used herein, the term "U.S. Stockholder" meamsl@er of Common Stock that (for Federal incomeparposes) (a) is a citizen or resic
of the United States, (b) is a corporation or panthip (including an entity treated as a corporatippartnership for United States Federal
income tax purposes) created or organized in oewutie laws of the United States or of any politezdbdivision thereof, (c) is an estate, the
income of which is subject to Federal income tatategardless of its source or (d) is any truatéburt within the United States is able to
exercise primary supervision over the administratibthe trust, and one or more United States psreave the authority to control all
substantial decisions of the trust. For any taxgbke for which the Company qualifies for taxatama REIT, amounts distributed to taxable
U.S. Stockholders will be taxed as discussed below.

Distributions Generally. Distributions to U.S. Stbolders, other than capital gain dividends diseddselow, will constitute dividends up to
the amount of the Company's positive current andimclated earnings and profits and, to that exteitithe taxable to the U.S. Stockholders
as ordinary income. These distributions are ngildk for the dividends-received deduction for aogiions. To the extent that the Company
makes a distribution in excess of its positive entrand accumulated earnings and profits, theiloigion will be treated first as a tax-free
return of capital, reducing the tax basis in th8.l6tockholder's Common Stock, and then the digtdb in excess of such basis will be
taxable as gain realized from the sale of its
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Common Stock. Dividends declared by the Compar@dtober, November, or December of any year payabdeU.S. Stockholder of record
on a specified date in any such month shall beddeas both paid by the Company and received bgttekholders on December 31 of the
year, provided that the dividends are actually fgidhe Company during January of the followingeoalar year. U.S. Stockholders are
allowed to include on their own Federal incomeretarns any tax losses of the Company.

The Company will be treated as having sufficiemhesys and profits to treat as a dividend any itigtion by the Company up to the amount
required to be distributed in order to avoid impiosi of the 4% excise tax discussed in "Federabtme Taxation of the Company" above.

Capital Gain Distributions. Distributions to U.So8kholders that are properly designated by the @y as capital gain distributions will be
treated as long-term capital gains (to the extegy o not exceed the Company's actual net cayata) for the taxable year without regard to
the period for which the U.S. Stockholder has Héédor her stock. However, corporate stockholdeasyg be required to treat up to 20% of

certain capital gain dividends as ordinary inco@apital gain dividends are not eligible for theidends-received deduction for corporations.

Pursuant to the Taxpayer Relief Act and beginniith the Company's taxable year that will end Decein#d, 1998, the Company may elect
to retain and pay income tax on net Idegm capital gain that it received during the tarly If such election is made, (i) the U.S. Stodttbrs
will include in their income their proportionateask of the undistributed long-term capital gainsl@signated by the Company; (ii) the U.S.
Stockholders will be deemed to have paid their pridpnate share of the tax, which would be creditedefunded to such stockholders, and
(iii) the basis of the U.S. Stockholders' shardshvé increased by the amount of the undistriblded-term capital gains (less the amount of
capital gains tax paid by the Company) includeduoh stockholders' long-term capital gains.

As a result of the changes made to the capital ga@s by the Taxpayer Relief Act (See - CertaispDsitions of Shares"), the IRS issued
Notice 97-64 outlining (i) when a REIT may designate itsidends as either a 20% rate gain distribution,raecaptured section 1250 gain
distribution (taxed at 25% as noted in "Certaingoistion of Shares"), or a 28% rate gain distrilutand

(if) how to calculate the amount of such distribug, which may be subject to certain deferral furbation adjustments. When a REIT
designates a distribution as a capital gain diviglevhich is attributable to a taxable year endifigravlay 7, 1997, for purposes of the annual
distribution requirement, the REIT also may desigrsach dividend as a 20% rate gain distributisnyrmecaptured section 1250 gain
distribution, or a 28% rate gain distribution. W&o such designation is provided, the dividendllvégltreated as a 28% rate gain distribui
These additional designations by the REIT are &ffeonly to the extent that they do not exceedatedimitations. For example, the
maximum amount of each distribution that can besifeed as either a 20% rate gain distributionyarecaptured section 1250 gain
distribution, or a 28% rate gain distribution mhetcalculated in accordance with the Code andRI$eNotice.
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Passive Activity Loss and Investment Interest Latiitns. Distributions from the Company and gaimfritne disposition of Common Stock
will not be treated as passive activity income ahdrefore, U.S. Stockholders will not be ablepplg any "passive losses" against such
income. Dividends from the Company (to the exthei/tdo not constitute a return of capital) gengnaill be treated as investment income
for purposes of the investment interest limitatiet capital gain from the disposition of Commondktor capital gain dividends generally
will be excluded from investment income unlessth®. Stockholder elects to have such gain taxeddatary income rates.

Certain Dispositions of Shares. In general, U.8cl8tolders will realize capital gain or loss on thigposition of Common Stock equal to the
difference between (i) the amount of cash anddireniarket value of any property received on sushasition, and (ii) such stockholders'
adjusted basis in such Common Stock. Losses irttomehe sale or exchange of Common Stock helbbfsrthan six months (after applying
certain holding period rules) will be deemed lopgxt capital loss to the extent of any capital ghitdends received by the selling U.S.
Stockholder from those shares. As a result of togp@yer Relief Act and the Internal Revenue SerRRiestructuring and Reform Act of 1998
("IRS Restructuring Act"), the maximum rate of @xnet capital gains on individuals, trusts, artdtes from the sale or exchange of assets
held for more than one year has been reduced tq @38such maximum rate is further reduced to 18%$sets acquired after Decembet
2000, and held for more than five years. For 15%6qrg bracket taxpayers, the maximum rate on rn@tatagains is reduced to 10%, and s
maximum rate is further reduced to 8% for assdtbafber December 31, 2000, and held for more thanyears. The maximum rate for net
capital gains attributable to the sale of deprdeiatal property held for more than one year is 26%he extent of the deductions for
depreciation with respect to such property. Longiteapital gain allocated to U.S. Stockholdershey@ompany will be subject to the 25%
rate to the extent that the gain does not excepredition on real property sold by the Companye Txation of capital gains of corporations
was not changed by the Taxpayer Relief Act or B® Restructuring Act.

Treatment of Tax-Exempt Stockholders. Distributifnasn the Company to a tax-exempt employee pertsitat or other domestic taaxempt
stockholder generally will not constitute "unrethteusiness taxable income" ("UBTI") unless the lsbatder has borrowed to acquire or carry
its Common Stock. Qualified trusts that hold mdrat 10% (by value) of the shares of pension-heltfREay be required to treat a certain
percentage of such a REIT's distributions as UBTls requirement will apply only if (i) the REIT wéd not qualify as such for Federal
income tax purposes but for the application ofe@Ktthrough" exception to the five or fewer reqoient applicable to shares held by
qualified trusts and (ii) the REIT is "predominanitield" by qualified trusts. A REIT is predomingnkield if either

(i) at least one qualified trust holds more thaf62%y value of the REIT interests or (ii) one or mqgualified trusts, each owning more than
10% by value of the REIT interests, hold in theraggte more than 50% of the REIT interests. Thegmage of any REIT dividend treated
as UBTI is equal to the ratio of (a) the UBTI eatiiny the REIT (treating the REIT as if it were alified trust and therefore subject to tax
UBT]I) to (b) the total gross income (less certanaxiated expenses) of the REIT. In the eventhigtatio is less than 5% for any year, then
the qualified trust will
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not be treated as having received UBTI as a reédiite REIT dividend. For these purposes, a qeaifrust is any trust described in Section
401(a) of the Code and exempt from tax under Se&id (a) of the Code. The restrictions on ownershidommon Stock in the Articles of
Incorporation generally will prevent applicationtb& provisions treating a portion of REIT disttioms as UBTI to tax-exempt entities
purchasing Common Stock, absent a waiver of theicgsns by the board of directors.

Special Tax Considerationsfor Non-U.S. Stockholders

The rules governing United States income taxatfamoa-resident alien individuals, foreign corpooas, foreign partnerships, and foreign
trusts and estates (collectively, "Non-U.S. Stod#tbis") are complex, and the following discussi®imiended only as a summary of these
rules. This discussion is based on current lawckvig subject to change, and assumes that the Gonopelifies for taxation as a REIT.
Prospective Non-U.S. Stockholders should consuh thieir own tax advisors to determine the impddtederal, state, local, and foreign
income tax laws on an investment in the Compargfuding any reporting requirements.

In general, Non-U.S. Stockholders will be subjeatdgular United States Federal income tax witpeesto their investment in the Company,
if the income from such investment is "effectiveljnnected" with the Non-U.S. Stockholder's condiiet trade or business in the United
States. A corporate Non-U.S. Stockholder that keseincome that is (or is treated as) effectivelgreected with a U.S. trade or business also
may be subject to the branch profits tax underi®e@&34 of the Code, which is imposed in additiomeggular United States Federal income
tax generally at the rate of 30%, subject to reédnainder a tax treaty, if applicable. Certain ifiegtion requirements must be met in ordel
effectively connected income to be exempt from hatding. The following discussion will apply to N@hS. Stockholders whose income
from their investments in the Company is not seaffely connected (except to the extent that tiRPFA rules discussed below treat such
income as effectively connected income).

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

it is made out of current or accumulated earnimgbaofits of the Company. Generally, any ordinagome dividend will be subject to a
Federal income tax equal to 30% of the gross amafuthie dividend, withheld by the Company, unldss tax is reduced by an applicable tax
treaty. Such a distribution in excess of the Comfsagarnings and profits will be treated first astairn of capital that will reduce a Non-U.S.
Stockholder's basis in its Common Stock (but ntdeero) and then as gain from the dispositioswath shares, the tax treatment of which
is described under the rules discussed below wipect to dispositions of Common Stock.

Distributions by the Company that are attributablgain from the sale or exchange of a United Stegal property interest will be taxed to a
Non-U.S. Stockholder under the Foreign InvestmentaalfProperty Tax Act of 1980 ("FIRPTA"). Under FIRR, such distributions
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are taxed to a Non-U.S. Stockholder as if the ihistions were gains "effectively connected" witbJaited States trade or business.
Accordingly, a Non-U.S. Stockholder will be taxddlze normal capital gain rates applicable to a $tSckholder (subject to any applicable
alternative minimum tax and a special alternativeimum tax in the case of nonresident alien indrail$). Such distributions also may be
subject to a 30% branch profits tax when madeftoeign corporation that is not entitled to an epgéion or reduced branch profits tax rate
under an income tax treaty.

Although tax treaties may reduce the Company'shwittfing obligations, the Company generally willfreguired to withhold from
distributions to Non-U.S. Stockholders, and remitite IRS, (i) 35% of designated capital gain davids (or, if greater, 35% of the amount of
any distributions that could be designated as abgéin dividends) and (ii) 30% of ordinary dividenpaid out of earnings and profits, unless
reduced by an applicable tax treaty. In additibthé Company designates prior distributions astabgain dividends, subsequent
distributions, up to the amount of such prior disttions that were designated as capital gaingldidls, will be treated as capital gain
dividends for purposes of withholding. In addititine Company may be required to withhold 10% offriflistions in excess of the Company's
current and accumulated earnings and profits dfatmount of tax withheld by the Company with respea distribution to a Non-U.S.
Stockholder exceeds the stockholder's United Stakeability with respect to such distributiomet Non-U.S. Stockholder may file for a
refund of such excess from the IRS.

Unless the Common Stock constitutes a "United Stegal property interest" within the meaning of PIR\, a sale of Common Stock by a
Non-U.S. Stockholder generally will not be subjecFederal income taxation. The Common Stock will cmitstitute a United States real
property interest if the Company is a "domesticatiytrolled REIT." A domestically-controlled REI$ & REIT in which at all times during a
specified testing period less than 50% in valuiso$hares is held directly or indirectly by NonSUJStockholders. It currently is anticipated
that the Company will be a domestically-controlREIT and, therefore, that the sale of Common Stitlknot be subject to taxation under
FIRPTA. However, because the Common Stock will bieliply traded, no assurance can be given thaCtirapany will be a domestically-
controlled REIT. If the Company were not a domedlyccontrolled REIT, a Non-U.S. Stockholder's saflé€€ommon Stock would be subject
to tax under FIRPTA as a sale of a United Statalsmperty interest unless the Common Stock wezgularly traded" on an established
securities market (such as the NYSE) on which then@on Stock will be listed and the selling stockleslowned no more than 5% of the
Common Stock throughout the applicable testingagkerif the gain on the sale of Common Stock welgesi to taxation under FIRPTA, the
Non-U.S. Stockholder would be subject to the samdrnreat as a U.S. Stockholder with respect to the (mibject to applicable alternative
minimum tax and a special alternative minimum takhie case of nonresident alien individuals). Nttsatanding the foregoing, capital gains
not subject to FIRPTA will be taxable to a Non-USSockholder if the Non-U.S. Stockholder is a neident alien individual who is present
in the United States for 183 days or more durirggtétxable year and certain other conditions applyhich case the nonresident alien
individual will be subject to a 30% tax on his @riJ.S. source capital gains.
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A purchaser of Common Stock from a Non-U.S. Sto@dérowill not be required to withhold under FIRPDBA the purchase price if the
purchased Common Stock is "regularly traded" orsiablished securities market or if the Comparaydemestically-controlled REIT.
Otherwise, the purchaser of Common Stock from a-Ndh Stockholder may be required to withhold 10Rthe purchase price and remit
this amount to the IRS. The Company's Common Staclently is a regularly traded security on the NEYShe Company believes that it
qualifies under both the regularly traded and thmestically-controlled REIT exceptions to withhalgibut cannot provide any assurance to
that effect.

Upon the death of a nonresident alien individuathsindividual's Common Stock will be treated ag pasuch individual's U.S. estate for
purposes of the U.S. estate tax, except as magheenwise provided in an applicable estate tax yreat

Information Reporting Requirements and Backup Withholding Tax

Under certain circumstances, U.S. Stockholders Imeasubject to backup withholding at a rate of 3i%payments made with respect to, or
cash proceeds of a sale or exchange of, Commolk.RBackup withholding will apply only if

(i) the payee fails to furnish his or her taxpaigentification number ("TIN") (which, for an indigual, would be his or her Social Security
Number) to the payor as required, (ii) the IRSfieithe payor that the taxpayer identification twemfurnished by the payee is incorrect,

the IRS has notified the payee that such payeéalilad to properly include reportable interest a@iddends in the payee's return or has failed
to file the appropriate return and the IRS hassseska deficiency with respect to such underremprtr (iv) the payee has failed to certify to
the payor, under penalties of perjury, that theggag not subject to withholding. In addition, bagkvithholding will not apply with respect
payments made to certain exempt recipients, suchraerations and tax-exempt organizations.

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

Additional issues may arise pertaining to inforratreporting and backup withholding for Non-U.Socholders. For example, on October
7, 1997, the Treasury Department issued new régofafthe "New Regulations") that make certain rficdiions to the withholding, backup
withholding, and information reporting rules. Ontdla 27, 1998, the Treasury Department and the 8R&sed notice 98-16, which
announced that the effective date of the New Réiguisiwill be extended to apply generally to paytsenade to foreign persons after
December 31, 1999. Non-U.S. Stockholders shouldwbtheir tax advisors with regard to U.S. infotioa reporting and backup
withholding.
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Tax Aspects of the Operating Partner ship

General. Substantially all of the Company's investta are held through the Operating Partnershigeferal, partnerships are "pakssugh”
entities which are not subject to Federal income Rather, partners are allocated their proporteishares of the items of income, gain, loss,
deduction, and credit of a partnership, and areriatlly subject to tax thereon, without regaravteether the partners receive a distribution
from the partnership. The Company includes inrit®me its proportionate share of the foregoing @®y Partnership items for purposes of
the various REIT income tests and in the computatitits REIT taxable income. Moreover, for purppséthe REIT asset tests, the
Company includes its proportionate share of agsdtsby the Operating Partnership.

Tax Allocations with Respect to the Properties.sBant to Section 704(c) of the Code, income, dafs, and deduction attributable to
appreciated or depreciated property (such as thgelfies) that is contributed to a partnershipxichange for an interest in the partnership,
must be allocated in a manner such that the cartitnidp partner is charged with, or benefits from timeealized gain or unrealized loss,
respectively, associated with the property atitine bf the contribution. The amount of such unesligain or unrealized loss is generally
equal to the difference between the fair marketealf contributed property at the time of contribntand the adjusted tax basis of such
property at the time of contribution (a "Book-TakfBrence"). Such allocations are solely for Fetlareome tax purposes and do not affect
the book capital accounts or other economic orllagangements among the partners. The Operatirigé?ship was formed by way of
contributions of appreciated property (including #roperties). Consequently, the Operating Patiipesggreement requires such allocations
to be made in a manner consistent with Sectioncj@f(the Code.

In general, the partners who have contributed peship interests in the Properties to the Operdiagnership (the "Contributing Partners™)
will be allocated lower amounts of depreciation wgtns for tax purposes than such deductions woelifl determined on a pro rata basis
addition, in the event of the disposition of anythed contributed assets (including the Propertiee) have a Book-Tax Difference, all taxable
income attributable to such Book-Tax Differenceeyaily will be allocated to the Contributing Parmsieand the Company generally will be
allocated only its share of capital gains attriblgao appreciation, if any, occurring after thesthg of the acquisition of such properties. This
will tend to eliminate the Book-Tax Difference ouie life of the Operating Partnership. Howevee, $pecial allocation rules of Section 704
(c) of the Code do not always entirely eliminate Book-Tax Difference on an annual basis or wipeet to a specific taxable transaction
such as a sale. Thus, the carryover basis of thigilosoted assets in the hands of the OperatingnBastip will cause the Company to be
allocated lower depreciation and other deductionsmnssibly amounts of taxable income in the ewéatsale of such contributed assets in
excess of the economic or book income allocatéda® a result of such sale. This may cause thepaagto recognize taxable income in
excess of cash proceeds, which might adverselgtafie Company's ability to comply with the REIBwlibution requirements. SeeAnnual
Distribution Requirements."
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Treasury Regulations under Section 704(c) of thedeQarovide partnerships with a choice of severahous of accounting for Book-Tax
Differences, including the "traditional method" timaay leave some of the Book-Tax Differences unanted for, or the election of certain
methods which would permit any distortions causgd Book-Tax Difference at this time to be entirgdgtified on an annual basis or with
respect to a specific taxable transaction suchsadea The Operating Partnership and the Compavgy thetermined to use the "traditional
method" for accounting for Book-Tax Differencesiwiespect to the Properties contributed to then@eship. As a result of such
determination, distributions to stockholders wil tomprised of a greater portion of taxable incoatleer than a return of capital. The
Operating Partnership and the Company have notrdited which of the alternative methods of accaumfor Book-Tax Differences will be
elected with respect to Properties contributedhéoRartnership in the future.

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

Basis in Operating Partnership Interest. The Coyipatjusted tax basis in its interest in the OjregdPartnership generally (i) will be equal
to the amount of cash and the basis of any othogrepty contributed to the Operating PartnershiphigyCompany, (ii) will be increased by (a)
its allocable share of the Operating Partnersitip@eme and (b) its allocable share of indebtedné#ise Operating Partnership and (iii) will
be reduced, but not below zero, by the Companlgsatle share of (a) losses suffered by the Opey&artnership, (b) the amount of cash
distributed to the Company, and (c) constructivritiutions resulting from a reduction in the Comya share of indebtedness of the
Operating Partnership.

If the allocation of the Company's distributive shaf the Operating Partnership's loss exceedadhested tax basis of the Company's
partnership interest in the Operating Partnerghiprecognition of such excess loss will be detetnatil such time and to the extent that the
Company has an adjusted tax basis in its partreistarest. To the extent that the Operating Peshig's distributions, or any decrease in the
Company's share of the indebtedness of the Opgr&trnnership (such decreases being considereshaltsiribution to the partners) exceed
the Company's adjusted tax basis, such exces#difins (including such constructive distributipesnstitute taxable income to the
Company. Such taxable income normally will be chmazed as a capital gain if the Company's intarethe Operating Partnership has been
held for longer than one year, subject to reduagddtes described above (See "- Taxation of UdkBolders -Capital Gain Distributions™).
Under current law, capital gains and ordinary ineashcorporations generally are taxed at the saargimal rates.

Sale of the Properties. The Company's share ofrgalized by the Operating Partnership on the siagdey property held by the Operating
Partnership as inventory or other property helcharily for sale to customers in the ordinary cowfkthe Operating Partnership's trade or
business will be treated as income from a protdhitensaction that is subject to a 100% penalty$@e "- Requirements for Qualification -
Income Tests." Such prohibited transaction incolee may have an adverse effect upon the Compabiity 4o satisfy the income tests
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for qualification as a REIT. Under existing law, ether property is held as inventory or primarily $ale to customers in the ordinary course
of the Operating Partnership's trade or busineasjisestion of fact that depends on all the faotscrcumstances with respect to the
particular transaction. The Operating Partnerstiignds to hold the Properties for investment wittheav to long-term appreciation, to engage
in the business of acquiring, developing, owninyg aperating the Properties (and other propersird)to make such occasional sales of the
Properties, including peripheral land, as are test with the Operating Partnership's investmbjeaives.

Tax Consequences of Redemption

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

Tax Treatment of Redemption of Common Units. linaited partner exercises his or her right to regtiire redemption of Common Units and
the Company elects to acquire the Common Unitséhange for Common Shares and/or cash, the adqunisitll be treated as a sale of
Common Units for Federal income tax purposes. Sathwill be fully taxable to the limited partn&uch limited partner generally will be
treated as realizing for tax purposes an amourdldgquihe sum of either the cash or the fair maviadtie of the Common Stock received and
the amount of any Operating Partnership liabilifilscable to the redeemed Common Units at the tihiee redemption. The determination
of the amount of gain or loss is discussed moig hdlow.

If the Company does not elect to acquire the Combiits and instead the Operating Partnership reddgbenlimited partner's Common Ur
for cash, the tax consequences would be as deddrnitike previous paragraph. However, if the OpegaPartnership redeems less than all of
a limited partner's Common Units, the limited partwould not recognize any loss occurring on thagaction and would recognize taxable
gain only to the extent that the cash plus the arholiany Operating Partnership liabilities alloleato the redeemed Common Units exces
the limited partner's adjusted basis in all of slidlited partner's Common Units immediately beftre redemption.

The methodology used by the Operating Partnershitidcate its liabilities to its partners will &ky result in varying amounts of such
liabilities being allocated to different partnednder that methodology, which is based on prinsiglet forth in Treasury Regulations, it is
possible that partners who hold an identical nunab€ommon Units are allocated different amountBadfilities of the Operating Partnersl|
for Federal income tax purposes.

Tax Treatment of Dispaosition of Common Units by itied Partner Generally. If a Common Unit is redegmea limited partner otherwise
disposes of a Common Unit, the determination ofi gailoss from the redemption or other dispositialhbe based on the difference between
the amount realized for tax purposes and the taisliasuch Common Unit. See "- Basis of Commort$Jrielow. Upon the sale of a
Common Unit, the "amount realized" will be the sofithe cash or fair market value of
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Common Stock or other property received plus tecgon in the amount of any Operating Partnersihbilities allocable to the Common
Unit holder. To the extent that the amount of aaisproperty received plus the reduction in thecalde share of any Operating Partnership
liabilities exceeds the limited partner's basikigor her interest in the Operating Partnershiphdimited partner will recognize gain. It is
possible that the amount of gain recognized or ¢hertax liability resulting from such gain coulkceed the amount of cash or the value of
Common Stock received upon such disposition.

Except as described below, any gain recognized apsaie or other disposition of Common Units wédltbeated as gain attributable to the

or disposition of a capital asset. To the exteat the amount realized upon the sale or other dipn of a Common Unit attributable to a
limited partner's share of "unrealized receivabifshe Operating Partnership (as defined in

Section 751 of the Code) exceeds the basis atitrito those assets, however, such excess wilkhted as ordinary income. Unrealized
receivables include, to the extent not previoustiuded in Operating Partnership income, any righ{sayment for services rendered or to be
rendered. Unrealized receivables also include amsahat would be subject to recapture as ordinacgre if the Operating Partnership had
sold its assets at their fair market value at itine of the transfer of a Common Unit.

Basis of Common Units. In general, a limited partnbo was deemed to have received his or her Conimits upon liquidation of a
partnership had an initial tax basis in the Comrdoits ("Initial Basis") equal to his or her bagisthe partnership interest at the time of such
liquidation. Similarly, in general, a limited paetnwho contributed a partnership interest in exgledor his or her Common Units had an
Initial Basis in the Common Units equal to his er basis in the contributed partnership interedttmited partner's Initial Basis in his or her
Common Units generally is increased by (i) suchitéohpartner's share of Operating Partnership texaid tax-exempt income and (ii)
increases in such partner's share of the lialslitiethe Operating Partnership (including any iaseein his or her share of liabilities occurring
in connection with the transaction in which helog seceived Common Units). Generally, such pagrsis in his or her Common Units is
decreased (but not below zero) by (a) his or hareshbf Operating Partnership distributions, (b)rdases in his or her share of liabilities of
Operating Partnership (including any decreasesrohher share of liabilities of the Operating Rarship occurring in connection with the
transaction in which he or she received Commond)n(t) his or her share of losses of the Operagnership, and (d) his or her share of
nondeductible expenditures of the Operating Pastnpithat are not chargeable to capital account.

Potential Application of the Disguised Sale Regala to a Redemption of Common Units. There isla that a redemption of Common
Units, which were issued in a transaction whelienddd partner received Common Units, may causethgnal transfer of property to the
Operating Partnership in exchange for Common Uaitse treated as a "disguised sale" of propertgti@e 707 of the Code and the Treasury
Regulations thereunder (the "Disguised Sale Reigul)) generally provide that a partner's contiitnuof property to a partnership and the
partnership's simultaneous or subsequent transfapoey or other consideration (including the agstiom of or taking subject to a liability)
to the partner, which would not have been madddsuthe transfer of property, will be presumed &asale, in whole or in part, of such

property by
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the partner to the partnership unless one of taegoibed exceptions is applicable. Further, thgiifed Sale Regulations generally provide
that, if a partner's transfer of property to theipership is within two years of the partnershipsisfer of money or other consideration to a
partner, the transfers are presumed to be a s#he giroperty unless the facts and circumstanesslglestablish that the transfers do not
constitute a sale. The Disguised Sale Regulatilzwsprovide that if the transfers are made mora tha years apart, the transfers are
presumed not to be a sale unless the facts anthtitances clearly establish that the transfersodsetitute a sale.

Accordingly, if a Common Unit is redeemed, the I&®iIld contend that the Disguised Sale Regulatippsyebecause the limited partner will
receive consideration subsequent to his or heriguewcontribution of property to the Operating Rarship. In that event, the IRS could
contend that any of the transactions where limi@dners received Common Units that may be rededaneshares of Common Stock that
may in turn be sold are taxable as a disguisedusaler the Disguised Sale Regulations. Any gaingeized as a result of the disguised sale
treatment may be eligible for installment reporturgler

Section 453 of the Code, subject to certain lirates.

Other Tax Considerations

A portion of the amounts to be used to fund distidns to stockholders is expected to come fronQperating Partnership through
distributions on stock of Highwoods Services heldle Operating Partnership. Highwoods Servicebneil qualify as a REIT and will pay
Federal, state, and local income taxes on its texabome at normal corporate rates. Any Fedetale sor local income taxes that Highwo
Services is required to pay will reduce the casdilable for distribution by the Company to its $tbolders.

As described above, the value of the securitidsigfiwoods Services held by the Company cannot ek6ée of the value of the Company's
assets at a time when a Common Unit holder in ther&ing Partnership exercises his or her redempigit (or the Company otherwise is
considered to acquire additional securities of Mighds Services). See "- Federal Income Taxatidgh@fCompany." This limitation may
restrict the ability of Highwoods Services to ingse the size of its business unless the valueeaigkets of the Company is increasing at a
commensurate rate.

State and L ocal Tax

The Company and its stockholders may be subjestiate and local tax in various states and localifiecluding those in which it or they
transact business, own property, or reside. Théré@tment of the Company and the stockholderach gurisdictions may differ from the
Federal income tax treatment described above. Qoesdly, prospective stockholders should conseit thwn tax advisors regarding the
effect of state and local tax laws on an investnirethie Common Stock of the Company.
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Proposed L egislation

Under current law, the Company cannot own more fl@#6 of the outstanding voting securities (othantthose securities includible in the
75% asset test) of any one issuer and qualifyafoation as a REIT. See " - Requirements for Qualifon - Asset Tests." For example, the
Operating Partnership owns 100% of the nonvotingksand 1% of the voting stock of Highwoods Sersj@nd by virtue of its ownership of
Common Units, the Company is considered to owpritsrata share of such stock. Neither the Companyhe Operating Partnership,
however, own more than 1% of the voting securibieldighwoods Services and the 10% test is satisfied

The Company conducts its third-party fee-basedices\(i.e., leasing, property management, reateedgvelopment, construction and other
miscellaneous services) through Highwoods Servitles.President's Budget Proposal for Fiscal Ye80X%Budget Proposal”) includes a
provision to restrict these types of activities docted by REITs under current law by expandingotivaership limitation from no more than
10% of the voting securities of an issuer to noertben 10% of the vote or value of all classe$efissuer's stock. The Company, therefore,
could not own stock (either directly or indirecthrough the Operating Partnership) possessing thare10% of the vote or value of all
classes of any issuer's stock.

The Budget Proposal would be effective only witbpect to stock directly or indirectly acquired bg iCompany on or after the date of first
committee action. To the extent that the Compastgsk ownership in Highwoods Services is grandiaithéy virtue of this effective date,
that grandfathered status will terminate if Highwieervices engages in a trade or business ikatat engaged in on the date of first
committee action or acquires substantial new assets after that date. Such restriction, if endcteould adversely affect the ability to
expand the business of Highwoods Services. The &Rigpposal, however, will not become effectivaluagislation is duly passed by
Congress and signed by the President. Consequinglyiot possible to determine at this time laél tamifications that would result from
legislation based on the Budget Proposal.

SELLING SECURITYHOLDERS

This Prospectus relates, in part, to the resal®@§06,097 shares of Common Stock and warrantsrthpse 1,479,290 shares of Common
Stock (collectively, the "Resale Securities") bg Belling Securityholders named herein (the "Sgl8ecurityholders"). The Resale Securities
comprise:

0 973,738 shares of Common Stock,
0 8,249,206 shares underlying Common Units,
0 1,256,125 shares underlying outstanding warrants,
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0 27,028 shares of Common Stock that may be issuestiant to certain earn-out provisions, and
o the Resale Warrants, which are exercisable fotad of 1,479,290 shares of Common Stock.

The Resale Securities may be offered from timéte by the Selling Securityholders. The followirdple provides the name of each Selling
Securityholder and the number of shares of CommoockSeneficially owned and offered hereby andrtmber of shares of Common Stock
underlying the Resale Warrants offered hereby loh &elling Securityholder. The number of sharéserfeficially owned Common Stock
provided in the following table includes the numbéshares that may be acquired by each Sellingrgicolder upon (i) redemption of
Common Units, (ii) exercise of warrants (includihg Resale Warrants), whether or not currently@sable, and (iii) exercise of outstanding
stock options that are currently exercisable. Bsedhe Selling Securityholders may offer all or safithe Resale Securities, no estimate can
be given as to the amount of shares that will be by the Selling Securityholders after completaidrthe offering.

Number of
Number of  Nu mber of  Shares
Shares Sh ares Underlying
Name of Beneficially Of fered Resale
Selling Securityholder (1) Owned(2) He reby (2) Warrants
8-H Partnership 20,833 20 ,833 0
1985 Trust F/B/O Clate 2,936 2, 936 0
Joseph Korsant L.B.M.
Family Limited
Partnership
1985 Trust F/B/O 2,936 2, 936 0
Justin Frederick
Korsant
4501 Alexander
Associates (3) 144,392 8, 155 0
Alfus Family Limited
Partnership 47,661 a7 ,661 0
Gene Anderson (4) 618,579(5) 25 0,000 0
Ariel Associates,
L.L.C. 32,424 7, 583 0
Arthur S. DeMoss
Foundation 92,046 92 ,046 0
ASP Partners (3) 5,941 5, 941 0
The Audri May Tendler
Trust 2,929 2, 929 0
Bennie Auerbach 32,486 32 ,486 0
Hyman Auerbach 46,759 46 , 759 0
Leon Auerbach 32,828 32 ,828 0
James W. Ayers 280,04 28 0,044 0
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Number of Nu
Shares Sh

Name of

Selling Securityholder (1)

Beneficially Of
Owned(2) He

James Babb IlI 1,289 1,
Gary T. Baker 172,682 17
Linda Barry 31,971 31
Bennett Family

Revocable Trust 2,092 2,
Geoffrey Beer 817 81
Karen Blakely 10,000(6) O
Geoffrey Boisi 2,623 2,
Brainard Holdings,

Inc. 16,378 16

Burden Direct

Investment Fund | 46,255 46
CMS Oakbrook Summit, L.P. 104 10
CMS Operating Real

Estate Properties II, L.P. 20,728 20
P. Michael Caruso 11,507 11
Max C. Chapman 14,634 14
Charpat Properties 82,936 82
Charter Properties, Inc. 24,556 24
The Condon Family Trust 763,750 76
Cypress Westshore, Inc. 83,947 83
Mary L. Demetree 25,309 25

Allen C. de Olazarra
Jeff Dishner

John W. Eakin (4) (9)
J. Roger Edwards, Jr.
Jonathan Eilian
Steuart A. Evans
William G. Evans

Mike Fann

835,249(7) 34
815 81

328,504 (10) 32

11,704 11
13,664 13
14,902 14

32,308 (11) 1,
29,851 29
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289 0
2,682 0
971 0
092 0
7 0
10,000
623 0
378 0
255 0
4 0
728 0
507 0
634 0
936 0
556 0
3750 0
947 0
300 0

7,084(8) 488,165

5 0
2,391(10) O
704 0
664 0
902 0
539 (11) O
851 0



Number of  Nu

Shares Sh

Beneficially Of
Owned(2) He

Name of
Selling Securityholder (1)

Terry Jay Feldman 2,308 2,
James K. Flannery, Jr. 30,000 (12) 30

Edward J. Fritsch (9)(13) 72,329 (14) 33

James R. Gates 835 83
Gene Anderson Family

Partnership, L.P. (15) 359,779 35
Jeffery L. Gibbs 3,505 3,

GT Investment
Corporation 11,438 11

Ronald P. Gibson (4)(9) 192,248 (16) 14

Norman Goldbach 8,777 8,
Jay and Patricia

Goldberg 1,255 1,
Robert Goldman 202,112 20
Steve Goldman 2,104 2,
Eugene Gorab 8,446 8,
David L. Gordon 1,046 1,
Madison Grose 16,541 16
Sidney J. Gunst 13,054 13

Edward W. and Kathleen
Hayes 1,535 1,

James R. Heistand (4)(9) 1,512,946 (17) 1

Henry K. Solomon RKS Trust 4,850 4,
Thomas A. Hunter 11l 4,965 4,
Ted B. Jacobson 7,703 7,

The James R. Gates
Charitable Remainder

Trust | 10,381 10

Jerome Janger 198,062 19
Linda Janger 4,394 4,
Jewish Communal Fund 11,391 11

Dale Johannes (9) 203,222 (18) 20
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308 0
,000(12) 0
529 (14) 0
5 0

9,779 0
505 0
438 0
0,124 (16) 0
777 0
255 0
2,112

104 0
446 0
046 0
541 0
,054 0
535 0

491,710 (17) 852,575

850 0
965 0
703 0
,381 0
8,062 0
394 0
391 0

3,222 (18) 103,550



Number of  Nu

Shares Sh
Name of Beneficially Of
Selling Securityholder (1) Owned(2) He

Neal S. Johnston 5,385 5,
Crawley F. Joyner 13,053 13
Parke D. Joyner 13,053 13
Susan Kellett 30,220 1,
Kennington Ltd., Inc. 503,948 50
James A. Kleeman 163 16
Merrick Kleeman 8,863 8,
Kollman Properties

Corp. 119,716 11
Lowell D. Kraff 238 23
John Kukral 24,016 24
L.B.M. Family Limited

Partnership 40,683 40
LPK Investments, L.L.C. 32,424 7,
Lambster Partners 2,317 2,

Alice Victoria M. Langley 27,122 27

Eugene Martin Langley, Jr. 16,196 16

Arthur Laub 9,035 9,
Deborah Laub 1,046 1,
Marmour Living Trust 26,820 26
Mary Sue McCarthy 10,000 (12) 10
Michael J. McCarthy 40,000 (12) 40
Stephen D. McCarthy 10,000 (12) 10
William J. McCarthy 10,000 (12) 10
Meyer Capital, L.P. 47,661 47
Montrose Corp. 146,649 14
Charles E. Mueller 311 31
Michael Mueller 1,142 1,

Nashville Community
Foundation, Inc. 4,000 4,

Number of
mber of  Shares
ares Underlying
fered Resale
reby (2) Warrants

385 0
053 0
053 0
485 0
3,948 0
3 0
863 0
9,716 0
8 0
016 0
683 0
583 0
317 0
122 0
196

035 0
046 0
820 0
,000 (12) 0
000 (12) 0
,000 (12) 0
000 (12) 0
661 0
6,649 0
1 0
142 0
000 0



Number of  Nu

Shares Sh
Name of Beneficially Of
Selling Securityholder (1) Owned(2) He

Jack Nash 12,019 12
Newman Enterprises 12,366 12
The Nussbaum Family Trust 856 85
Dennis L. Olive 4,122 4,

L. Glenn Orr (19) 10,000 (20) 25
Patewood Associates

Limited Partnership 18,982 18
Paul S. Bennett Family Trust 1,712 1,
Peter Family Revocable Trust 5,897 5,
Alan Petroff 5,358 5,
Graydon O. Pleasants 36,400 36
W. Brian Reames (9) 177,838 (22) 18
John E. Reece (9) 83,501 (23) 71
Michael Rubel 10,265 10
SECC Partners 75,881 5,

SJ Company (24) 23,466 23
William E. Salter 10,724 10
Chris B. Schoen 31,971 31
Alan Schwartz 4,254 4,
Gerry E. Shannon 2,061 2,
Jerome Silvey 1,538 1,

E. Samuel Simpson 2,635 2,
Judy Sirody 856 85

O. Temple Sloan, Jr. (9)(24) 513,599 (25) 34

David Smith 52,720 1,
Margaret Smith 52,720 1,
Mark C. Smith 39,522 39
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019 0
366 0
6 0
122 0
01 O
982 0
712 0
897 0
358 0
400 0
3,244 (22) 0
251 (23) 0
265 0
941 0
466 0
724 0
971 0
254 0
061 0
538 0
635 0
6 0
2,893 (25) O
485 0
485 0
522 0



Number of  Nu

Shares Sh
Name of Beneficially Of
Selling Securityholder (1) Owned(2) He

Robert E. Smith 143,445 1,

Thomas S. Smith (26) 266,580 (27) 16
Stanley and Audri

Tendler Family Trust 7,811 7,
Star Investors, GP 62,307 62
Starwood Capital Group I, L.P. 2,900 2,

Starwood Capital Group, L.L.C. 69,231 69

Starwood Office
Investors 1, Inc. 4,015 4,

Starwood Opportunity

Fund IV, L.P. 1,055,711 1,
Henry F. Stern 16,316 16

Barry Sternlicht 132,256 13
Stony Point Limited

Partnership Il 104,228 10

Jay Sugarman 3,548 3,
Theresa Goldbach

Testamentary Trust 258 25
Stephen F. Thornton 10,677 10
Stephen Timko (3)(9)(19) 208,368 (28) 16

Triad Properties Holdings -
Georgia, L.L.C. 145,258 14

Trust FBO Grant L.
Wilson Dated Aug. 2, 1976 32,894 1

Trust FBO Grant L.
Wilson Dated Dec. 17, 1984 61,850 1,

Trust FBO Kirsten
Wilson Dated Aug. 2, 1976 32,893 1,

Trust FBO Kirsten
Wilson Dated Dec. 17, 1984 61,851 1,

Trust FBO Sara Wilson

Dated Oct. 13, 1976 32,893 1,
Trust FBO Sara Wilson

Dated Dec. 17, 1984 61,850 1,
John L. Turner (4)(9) 470,341 (29) 43
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485 0
216 (27) 0
811 0
307 0
900 0
231 0
015 0
055,711 0
316 0
2256 0
4228 0
548 0
8 0
677 0
0697 0
5258 0
456 0
213 0
456 0
213 0
456 0
213 0
4,541 (29) 0



Number of

Number of  Nu mber of  Shares
Shares Sh ares Underlying
Name of Beneficially Of fered Resale
Selling Securityholder (1) Owned(2) He reby (2) Warrants
Robert Turner 10,000 (6) O 10,000
Harrison A. Underwood Il 2,635 2, 635 0
Mark Walsh 15,000 (6) O 15,000
Glenn Weathers 5,344 5, 344 0
Kenneth M. Weiss 223 22 3 0
Wendy's of North Alabama, Inc. 21,161 21 ,161 0
The Westminster
Presbyterian Church 1,000 1, 000 0
Roderick T. White 124,540 12 4,540 0
William A. White, Jr. 9,805 9, 805 0
Robert A. Wilkins 10,000 (12) 10 ,000(12) O
William T. Wilson Ill (5)(9) 424,754 (30) 29 3,204 (30) O
Ziff Investors Partnership,
L.P. 1l 230,954 23 0,954 0
TOTAL 10 ,506,097 1,479,290

(1) A "Selling Securityholder" shall also includeygperson or entity that receives Resale Secufitie€ommon Units or warrants redeems
or exercisable for Resale Securities) as a re§(i} their pro rata distribution by an entity ts iequity holders, (ii) a gift, or (iii) a pledg&ny
Selling Securityholder who is not specifically nahie the foregoing table will be named in a supmetrto the Prospectus if such a
supplement is required by the rules and regulatidrise Securities and Exchange Commission atithe such Selling Securityholder offers
any Resale Securities.

(2) Unless otherwise noted, number shown represtiates issuable upon redemption of Common Units.

(3) Stephen Timko, a general partner of ASP Pagtard 4501 Alexander Associates, is a directon@Qompany.

(4) Director and executive officer.

(5) Includes the 359,779 shares issuable upon netilemof the Common Units held by Gene Anderson ikaRartnership, L.P., a Selling
Securityholder listed below, 2,500 shares of Com®@tmtk and 6,300 shares issuable upon exercisariantly exercisable options.

(6) Represents shares issuable upon exercise afeRé&arrants.

(7) Includes 28,769 shares of outstanding CommookSind 488,165 shares issuable upon exercisesafi&@/arrants.
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(8) Includes 28,769 shares of outstanding CommookSt

(9) The resale of the Selling Securityholder's és&e Shares are being registered hereby shouldSallitng Stockholder be deemed to be an
affiliate of the Company or otherwise an underwriesuch shares.

(10) Includes 201,579 shares of outstanding Com&tonk, 60,000 shares issuable upon exercise owarand 16,925 shares issuable upon
exercise of currently exercisable options. The neindb shares offered also includes 10,812 shaseslide pursuant to earn-out arrangements.
(11) Includes 1,539 shares of outstanding CommonkSt

(12) Number of shares shown represents sharemthabe issued upon exercise of outstanding warrants

(13) Executive officer.

(14) Includes 23,385 shares of outstanding ComntookSThe number of shares beneficially owned aistudes 38,800 shares issuable L
exercise of currently exercisable stock options.

(15) Gene Anderson is the general partner of Gerderson Family Partnership, L.P.

(16) Includes 69,076 shares of outstanding ComntockSThe number of shares beneficially owned alstudes 51,300 shares issuable L
exercise of currently exercisable options. Numbeshares offered hereby includes only 68,252 shafresitstanding Common Stock.

(17) Includes 74,005 shares of outstanding ComntookSand 852,575 shares issuable upon exercisesdI® Warrants. Number of shared
offered hereby includes only 52,769 shares of antihg Common Stock.

(18) Includes 9,231 shares of outstanding CommookSind 103,550 shares issuable upon the exericResale Warrants.

(19) Director.

(20) Includes 9,000 shares issuable upon exertisagr@ently exercisable options and 250 sharesasfi@on Stock.

(21) Represents shares of outstanding Common Stock.

(22) Includes 107,838 shares of Common Stock ar@DB0shares issuable upon exercise of outstandamgants. The number of shares
offered also includes 5,406 shares issuable purso@arn-out arrangements.

(23) Includes 1,000 shares of outstanding CommookSind 30,000 shares issuable upon exercise sifamging warrants. The number of
shares beneficially owned also includes 11,250eshizsuable upon exercise of currently exercisatiens.

(24) O. Temple Sloan, Jr., a general partner dE@dpany, is a director of the Company.

(25) Includes 104,924 shares of outstanding Com&took. Number of shares beneficially owned inclug2i#g66 shares issuable upon
redemption of Common Units held by SJ Company,lin§eSecurityholder, and 147,040 shares issuaptsexercise of currently
exercisable options. Number of shares offered lyeiredudes only 104,724 shares of outstanding ComBiock.

(26) Thomas S. Smith is a former director and effiof the Company.

(27) The number of shares beneficially owned inetifl0,000 shares issuable upon exercise of ouistpwarrants and 206,580 shares of
outstanding Common Stock. The number of sharesauffeepresents shares issued or issuable pursueatri-out arrangements.
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(28) Includes 33,210 shares issuable upon redempfi€@ommon Units held by 4501 Alexander Associadésvhich Mr. Timko is a general
partner, 3,089 shares issuable upon redemptiowin@n Units held by ASP Partners, of which Mr. Tan& a general partner, and 11,372
shares issuable upon exercise of currently exdreisgtions.

(29) Includes 7,000 shares of outstanding CommookSind 35,000 issuable upon exercise of warrdhis.number of shares beneficially
owned also includes 28,800 shares issuable upanise®f currently exercisable options. None ofghares offered hereby include
outstanding shares of Common Stock.

(30) Includes 7,800 shares of outstanding CommookSind 35,000 shares issuable upon exercise oamtar The number of shares
beneficially owned also includes 123,750 sharasiske upon exercise of currently exercisable ogtibtone of the shares offered hereby
include outstanding shares of Common Stock.

PLAN OF DISTRIBUTION

This Prospectus relates to the issuance of 4,615Bares of Common Stock by the Company and tledere$ the Resale Securities by the
Selling Securityholders.

With respect to the Issuance Shares, 150,000 shélldm issued upon exercise of certain outstagdirarrants at a price of $28.00 per share.
The remaining 4,461,351 Issuance Shares are offereth equal number of Common Units in Highwoo@sR Limited Partnership, which
is the operating partnership through which the Camypconducts substantially all of its business. fibleers of Common Units generally
have the right to redeem them for the market vaften equal number of shares of Common Stock. étithe the Common Units are
presented for redemption, the Company has an oftiipnrchase such Common Units for an equal numbsghnares of Common Stock or the
cash value thereof.

The Company is registering the Resale Securitidsetralf of the Selling Securityholders. As useceher'Selling Securityholders" includes
any person or entity that receives Resale SecaiftieCommon Units or warrants redeemable or esabte for Resale Securities) as a result
of (i) their pro rata distribution by an entityits equity holders, (ii) a gift, or (iii) a pledgAll costs, expenses and fees (estimated to be
$260,000) in connection with the registration af RResale Securities and Issuance Shares offerebyhetll be borne by the Company.
Brokerage commissions and similar selling expengasy, attributable to the sale of Resale Seimgiwill be borne by the Selling
Securityholders. Sales of Resale Securities magffeeted by Selling Securityholders from time toiin one or more types of transactions
(which may include block transactions) on the NY®Ehe over-the-counter market, in negotiateddaations, through put or call options
transactions relating to the Resale Securitiesutiin short sales of Resale Securities, or a cortibinaf such methods of sale, at market
prices prevailing at the time of sale, or at neggetil prices. Such transactions may or may notweviofokers or dealers. The Selling
Securityholders have not advised the Company kiegt have entered into any agreements, understandimagyrangements with any
underwriters or broker-dealers regarding the sbtheair securities, or that there is an underwritecoordinating broker acting in connection
with the proposed sale of Resale Securities bys#kng Securityholders.
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The Selling Securityholders may effect such tratisas by selling Resale Securities directly to fxasers or to or through broker-dealers,
which may act as agents or principals. Such brdkaters may receive compensation in the form afodists, concessions, or commissions
from the Selling Securityholders and/or the purehsi®f Resale Securities for whom such broker-deafay act as agents or to whom they
sell as principal, or both (which compensationcaa particular broker-dealer might be in excessustomary commissions).

The Selling Securityholders and any broker-dedleaact in connection with the sale of Resale 8ges might be deemed to be
"underwriters" within the meaning of Section 2(df}he Securities Act, and any commissions recebseduch broker-dealers and any profit
on the resale of the Resale Securities sold by tlbite acting as principals might be deemed to h@enwriting discounts or commissions
under the Securities Act. The Company has agreadleonnify each Selling Securityholder againstaiertiabilities, including liabilities
arising under the Securities Act. The Selling Siégliolders may agree to indemnify any agent, deaddaroker-dealer that participates in
transactions involving sales of the Resale Seegrdigainst certain liabilities, including liabi#is arising under the Securities Act.

Because the Selling Securityholders may be deembd tunderwriters” within the meaning of Secti¢fh1) of the Securities Act, the Selling
Securityholders will be subject to the prospecteisvdry requirements of the Securities Act, whichyninclude delivery through the facilities
of the NYSE pursuant to Rule 153 under the Seegritict. The Company has informed the Selling Sgdwiders that the anti-manipulative
provisions of Regulation M promulgated under theliange Act may apply to their sales in the market.

The Selling Securityholders also may resell ath@ortion of the Resale Securities in open marigisgctions in reliance upon Rule 144
under the Securities Act, provided they meet tliteria and conform to the requirements of such Rule

EXPERTS

The consolidated financial statements and scheaafutighwoods Properties, Inc., incorporated hetsinmeference from the Company's
annual report (Form 10-K) for the year ended Deam3ii, 1997 (as amended on FormKi®-filed on April 29, 1998 and May 19, 1998),
statement of revenues and certain expenses ofd3araperties for the year ended December 31, T8®fporated herein by reference from
the Company's current report on Form 8-K dated lraalyr4, 1998, the statements of revenues and eerxpienses of Shelton Properties,
Riparius Properties and Winners Circle for the yaraded December 31, 1996 incorporated herein leyaete from the Company's current
report on Form 8-K dated November 17, 1997, andittamcial statements with respect to Anderson Extigs, Inc. and the financial
statements with respect to Century Center Grouprpurated herein by reference from the Companyientreport on Form 8-K dated
January 9, 1997 (as amended on Forms 8-K/A fileBebruary 7, 1997, March 10, 1997 and April 28,8)98ave been audited by Ernst &
Young LLP, independent auditors, as set forth @irtheports thereon included therein and incorpatdterein by reference. Such financial
statements are incorporated herein by reference
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in reliance upon such reports given upon the aitthof such firm as experts in accounting and dndit

The combined statement of revenue and certain tipgraxpenses of the Associated Capital PropeRatfolio for the year ended December
31, 1996, and the combined statement of revenueentain operating expenses of the 1997 Pendingi8itpns for the year ended
December 31, 1996, incorporated by reference hé&mim the Company's current reports on Form 8-kedatugust 27, 1997 (as amended on
Form 8-K/A filed September 23, 1997) and dated ®etd., 1997, have been so incorporated in reliapoa the reports of
PricewaterhouseCoopers LLP, independent accoungiwen on the authority of said firm as expertadacounting and auditing.

The consolidated financial statements of J.C. Nemmpany and subsidiaries as of December 31, a88#&ach of the years in the three-
year period then ended, incorporated by refererceim from the Company's current report on Fo-K dated July 3, 1998 (as amended on
Form 8-K/A filed September 28, 1998 and Form 8-Kiléd September 30, 1998) have been so incorpoiatesliance upon the report of
KPMG Peat Marwick LLP, independent accountantsgigion the authority of such firm as experts in aoting and auditing.

LEGAL MATTERS

Certain legal matters have been passed upon f&dhgpany by Alston & Bird LLP, Raleigh, North Cara@. In addition, Alston & Bird LLP
has rendered its opinion with respect to certaiteFa income tax matters relating to the Company.
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PART 11
INFORMATION NOT REQUIRED IN PROSPECTUS
ITEM 14. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

The following table sets forth estimates of theiuas expenses to be paid by Highwoods Properties(the "Company") in connection with
the registration of the offering of the Issuancargéb and Resale Securities.

Securities and Exchange Commission Registration Fee ... 125,225

Fees and Expenses of Counsel.......cccccceevveeeees L. 75,000

Miscellaneous ..........cccccevvviiivcvccs . 49,775
TOTALuciiiiiiiiii i $250,000

ITEM 15 INDEMNIFICATION OF DIRECTORSAND OFFICERS

The Company's officers and directors are and wilifdlemnified against certain liabilities in accande with the MGCL, the Articles of
Incorporation and bylaws of the Company and ther&tpey Partnership Agreement. The Articles of Ipaoation require the Company to
indemnify its directors and officers to the fullestent permitted from time to time by the MGCL.€eTMGCL permits a corporation to
indemnify its directors and officers, among othaigainst judgments, penalties, fines, settlemards@asonable expenses actually incurre
them in connection with any proceeding to whichythray be made a party by reason of their servitedee or other capacities unless it is
established that the act or omission of the direztmfficer was material to the matter giving rieehe proceeding and was committed in bad
faith or was the result of active and deliberathdnesty, or the director or officer actually re@eei an improper personal benefit in money,
property or services, or in the case of any crifimaceeding, the director or officer had reasoealsiuse to believe that the act or omission
was unlawful.

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

Insofar as indemnification for liabilities arisingpder the Securities Act may be permitted to dinesstofficers or persons controlling the
Company pursuant to the foregoing provisions, thenfany has been informed that in the opinion ofSbeurities and Exchange
Commission such indemnification is against pubbtiqy as expressed in the Securities Act and iszfoee unenforceable.

ITEM 16. EXHIBITS

Exhibit No. Description

2.1 (1) Master Agreement of Merger and Acquisit ion by and among the Company,
the Operating Partnership, Eakin & Smit h, Inc. and the partnerships
and limited liability companies listed therein dated April 1, 1996

2.2 (2) Stock Purchase Agreement among AP CRTI Holdings, L.P., AEW Partners,
L.P., Thomas J. Crocker, Barbara F. Cro cker, Richard S. Ackerman and
Robert E. Onisko and the Company and Ce dar Acquisition Corporation,
dated April 29, 1996

2.3 (2) Agreement and Plan of Merger by and amo ng the Company, Crocker
Realty Trust, Inc. and Cedar Acquisitio n Corporation, dated as of
April 29, 1996

2.4 (3) Contribution and Exchange Agreement by and among Century Center
group, the Operating Partnership and th e Company, dated December 31,
1996
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2.5 (3) Master Agreement of Merger and Acquisit ion by and among the Company,
the Operating Partnership, Anderson Pro perties, Inc., Gene Anderson,
and the partnerships and limited liabil ity companies listed therein,
dated January 31, 1997

2.6 (4) Amended and Master Agreement of Merger and Acquisition dated January
9, 1995 by and among Highwoods Realty L imited Partnership, Forsyth
Partners Holdings, Inc., Forsyth Partne rs Brokerage, Inc., John L.
Turner, William T. Wilson Ill, John E. Reece Il, H. Jack Leister and
the partnerships and corporations liste d therein

2.7 (5) Master Agreement of Merger and Acquisit ion by and among the Company,
the Operating Partnership, Associated C apital Properties, Inc. and
its shareholders dated August 27, 1997

2.8 (6) Agreement and Plan of Merger by and amo ng the Company, Jackson
Acquisition Corp. and J.C. Nichols Comp any dated December 22, 1997

2.9 (7) Amendment No. 1 to Agreement and Plan o f Merger by and among the
Company, Jackson Acquisition Corp. and J.C. Nichols Company dated
April 23, 1998

4.1 (8) Amended and Restated Articles of Incorp oration of the Company

4.2 (9) Rights Agreement, dated as of October 6 , 1997, between the Company
and First Union National Bank

4.3 (6) Purchase Agreement between the Company, UBS Limited and Union
Bank of Switzerland, London Branch, dat ed as of August 28, 1997

4.4 (6) Forward Stock Purchase Agreement betwee n the Company and Union
Bank of Switzerland, London Branch, dat ed as of August 28, 1997

4.5 Form of Letter Agreement between the Co mpany and UBS AG, London
Branch, dated as of August 28, 1998, an d Waiver in respect thereof

4.6 (10) Form of certificate representing shares of Common Stock

4.7 Form of Resale Warrant

5 Opinion of Alston & Bird LLP re legalit y

8 Opinion of Alston & Bird LLP re tax mat ters

23.1 Consent of Alston & Bird LLP (included as part of Exhibits 5 and 8)

23.2 Consent of Ernst & Young LLP

23.3 Consent of PricewaterhouseCoopers LLP

23.4 Consent of KPMG Peat Marwick LLP

24* Power of Attorney (included on the sign ature page hereof)

* Previously filed.

(1) Filed as part of the Company's Current Reporfform 8-K dated April 1, 1996 and incorporatedeheby reference.

(2) Filed as part of the Company's Current Repoifform 8-K dated April 29, 1996 and incorporateteireby reference.

(3) Filed as part of the Company's Current Reporftorm 8-K dated January 9, 1997 and incorporagedim by reference.

(4) Filed as part of Registration Statement No88364 with the Securities and Exchange Commissaighirgcorporated herein by reference.
(5) Filed as part of the Company's Current Repoifform 8-K dated August 27, 1997 and incorporatein by reference.

(6) Filed as part of the Company's Annual ReporForm 10-K for the year ended December 31, 1997mecatporated herein by reference.
(7) Filed as part of Registration Statement No.-833871 with the Securities and Exchange Commisai@hincorporated herein by reference.
(8) Filed as part of the Company's Current Repoifform 8K dated September 25, 1997 and amended by ArBilgplementary filed as p.
of the Company's Current Report on Form 8-K datetber 4, 1997 and Articles Supplementary fileghas of the Company's Current
Report on Form 8-K dated April 20, 1998, each ofchtis incorporated herein by reference.

(9) Filed as part of the Company's Current Repoifform 8-K dated October 4, 1997 and incorporatadih by reference.
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(10) Filed as part of Registration Statement Ne78852 with the Securities and Exchange Commisai@hincorporated herein by reference.
ITEM 17. UNDERTAKINGS

(a) The undersigned registrant hereby undertakes:

(1) To file, during any period in which offers ales are being made, a post-effective amendmehetRegistration Statement:

(i) To include any prospectus required by Sectida}(3) of the Securities Act;

(i) To reflect in the prospectus any facts or @sarising after the effective date of the RegtairaStatement (or the most recent post-
effective amendment thereof) which, individuallyiothe aggregate, represent a fundamental chantipe iinformation set forth in the
Registration Statement. Notwithstanding the foregpany increase or decrease in volume of secuidfifered (if the total dollar value of
securities offered would not exceed that which veggstered) and any deviation from the low or heégial of the estimated maximum offering
range may be reflected in the form of prospectesl fivith the Commission pursuant to Rule 424(bnithe aggregate, the changes in volume
and price represent no more than a 20% change im&ximum aggregate offering price set forth in"thalculation of Registration Fee" tal

in the effective Registration Statement; and

(iii) To include any material information with resgt to the plan of distribution not previously dised in the Registration Statement or any
material change to such information in the RedismaStatement.

Provided, however, that the undertakings set forfharagraphs (a)(1)

(i) and (a)(1)(ii) do not apply if the informatigrquired to be included in a post-effective amemirbg those paragraphs is contained in
periodic reports filed with or furnished to the Gmimsion by the registrant pursuant to Section 18amtion 15(d) of the Securities Exchange
Act of 1934 that are incorporated by referencdnaRegistration Statement.

(2) That, for the purpose of determining any lidpilinder the Securities Act of 1933, each such-péfective amendment shall be deemed to
be a new registration statement relating to thersies offered therein, and the offering of suebgities at that time shall be deemed to be
the initial bona fide offering thereof.

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

(b) The undersigned registrant hereby undertalas fibr purposes of determining any liability undee Securities Act of 1933, each filing of
the registrant's annual report pursuant to Sedi8fa) or Section 15(d) of the Securities ExchangeoA 1934 (and, where applicable, each
filing of an employee benefit plan's annual regantsuant to Section 15(d) of the Securities Excbaket of 1934) that is incorporated by
reference in the Registration Statement shall leenéel to be a new registration statement relatiriigesecurities offered therein, and the
offering of such securities at that time shall kemed to be the initial bona fide offering thereof.
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(c) Insofar as indemnification for liability arigirunder the Securities Act may be permitted toatines, officers and controlling persons of the
registrant pursuant to the foregoing provisionscdbsed under Item 15 above, or otherwise, the tesgis has been advised that in the opinion
of the Commission such indemnification is againgiliz policy as expressed in the Securities Actiantherefore, unenforceable. In the e
that a claim for indemnification against such ligigis (other than the payment by the registrargxgfenses incurred or paid by a director,
officer or controlling person of the registrantle successful defense of any action, suit or maiog) is asserted by such director, officer or
controlling person in connection with the secusitieing registered, the registrant will, unlesthmopinion of its counsel the matter has been
settled by controlling precedent, submit to a cofidppropriate jurisdiction the question whethgersindemnification by it is against public
policy as expressed in the Securities Act andlvélgoverned by the final adjudication of such issue
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&033, the registrant certifies that it has readde grounds to believe that it meets all of
the requirements for filing on Form S-3 and haydalused this Amendment No. 2 to Registration State 333-61913, Post-Effective

Amendment No. 2 to Registration Statement No. 33723nd Post-Effective Amendment No. 1 to Registmabtatement Nos. 333-08985,
333-13519, 333-24165 and 333-43745 to be signets dehalf by the undersigned, thereunto duly aiglkd, in the City of Raleigh, State of

North Carolina, on October 30, 19¢

HIGHWOODS PROPERTIES, INC.

By: [/s/ Carman J.

Liuzzo
Vi ce President,

Carman J.

and Treasurer

Liuzzo

Chi ef Financial Oficer

Pursuant to the requirements of the SecuritiesoAtB33, this Amendment No. 2 to Registration Steet 333-61913, Post-Effective
Amendment No. 2 to Registration Statement No. 33723nd Post-Effective Amendment No. 1 to Registmabtatement Nos. 333-08985,
333-13519, 333-24165 and 333-43745 has been signt following persons in the capacities andfendate indicated:

Name

/sl O. Temple Sloan, Jr.*

O. Temple Sloan, Jr.

/s/ Ronald P. Gibson*

Ronald P. Gibson

/sl John L. Turner*

John L. Turner

/sl Gene H. Anderson*

Gene H. Anderson

/sl John W. Eakin*

John W. Eakin

/sl James R. Heistand*

James R. Heistand

/sl Thomas W. Adler*

Thomas W. Adler

Title

Chairman of the Board

President, Chief Execu

and Director

Chief Investment Offic

Chairman of the Board

Senior Vice President

Senior Vice President

Senior Vice President

Director

11-5

Date

of Directors  October 30, 1998

tive Officer October 30, 1998

er and Vice  October 30, 1998

of Directors

October 30, 1988

October 30, 1988

October 30, 1988

October 30, 1988



/sl Kay Nichols Callison  Director October 30, 1988

Kay Nichols Callison

/s/ William E. Graham, Jr.* Director October 30, 1988

William E. Graham, Jr.

/sl L. Glenn Orr, Jr.* Director October 30, 1988

L. Glenn Orr, Jr.

/s/ Willard H. Smith, Jr.* Director October 30, 1988

Willard H. Smith, Jr.

/sl Stephen Timko* Director October 30, 1988

Stephen Timko

s/ William T. Wilson, IlI* Director October 30, 1988

William T. Wilson, 111

/sl Carman J. Liuzzo Vice President, Chief Financial October 30, 1988
------------------------- Officer (Principal Fin ancial Officer
Carman J. Liuzzo and Principal Accounti ng Officer)

and Treasurer

* By: [s/Carman J. Liuzzo

Carman J. Liuzzo (Attorney-In-Fact)
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Exhibit No. Description

EXHIBIT INDEX

2.1 (1) Master Agreement of Merger and Acquisit ion by and among the Company,
the Operating Partnership, Eakin & Smit h, Inc. and the partnerships
and limited liability companies listed therein dated April 1, 1996

2.2 (2) Stock Purchase Agreement among AP CRTI Holdings, L.P., AEW Partners,
L.P., Thomas J. Crocker, Barbara F. Cro cker, Richard S. Ackerman and
Robert E. Onisko and the Company and Ce dar Acquisition Corporation,
dated April 29, 1996

2.3 (2) Agreement and Plan of Merger by and amo ng the Company, Crocker
Realty Trust, Inc. and Cedar Acquisitio n Corporation, dated as of
April 29, 1996

2.4 (3) Contribution and Exchange Agreement by and among Century Center
group, the Operating Partnership and th e Company, dated December 31,
1996

2.5 (3) Master Agreement of Merger and Acquisit ion by and among the Company,
the Operating Partnership, Anderson Pro perties, Inc., Gene Anderson,
and the partnerships and limited liabil ity companies listed therein,
dated January 31, 1997

2.6 (4) Amended and Master Agreement of Merger and Acquisition dated January
9, 1995 by and among Highwoods Realty L imited Partnership, Forsyth
Partners Holdings, Inc., Forsyth Partne rs Brokerage, Inc., John L.
Turner, William T. Wilson Ill, John E. Reece II, H. Jack Leister and
the partnerships and corporations liste d therein

2.7 (5) Master Agreement of Merger and Acquisit ion by and among the Company,
the Operating Partnership, Associated C apital Properties, Inc. and
its shareholders dated August 27, 1997

2.8 (6) Agreement and Plan of Merger by and amo ng the Company, Jackson
Acquisition Corp. and J.C. Nichols Comp any dated December 22, 1997

2.9 (7) Amendment No. 1 to Agreement and Plan o f Merger by and among the
Company, Jackson Acquisition Corp. and J.C. Nichols Company dated
April 23, 1998
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August 28, 1998

Highwoods Properties, Inc.
3100 Smoketree Court
Suite 600

Raleigh, NC 27604

Attn.: Carmen Liuzzo
Ladies and Gentlemen:

This letter agreement between Highwoods Propeities(the "Company") and UBS AG, London Branch BUB"), as successor to UBS |
defined), acting through its agent Warburg Dillosald LLC, modifies and amends, in part, certairhefterms and conditions of that certain
Forward Stock Purchase Confirmation, dated Augbstl297 (the "Forward Agreement") between the Camiand Union Bank of
Switzerland, London Branch ("UBS"), as such mayehbeen amended through the date hereof. Definet teot otherwise defined herein
shall have the meanings ascribed to them unddfdheard Agreement.

Notwithstanding the terms and conditions of thewaod Agreement, the Company and-LB agree as follows:
1. The "Maturity Date" of the Transaction shallfebruary 28, 1999.

2. In consideration of the agreement to extendthturity Date, the Company shall pay to UB-LB orbefore August 28, 1998, a
commitment fee of 0.50% ($289,125) of the prodistamed by multiplying the Initial Price by the nbar of Underlying Shares, plus
reasonable legal fees.

3. For the avoidance of doubt:

a) In the definition of "Initial Price" in Sectidl of the Forward Agreement, the term "[closingogii' shall be deleted and replaced by
"$32.125".

b) In the definition of "Mandatory Unwind Thresheldn Section IV of the Forward Agreement, the té@uarrent Price" shall be deleted and
replaced by "Initial Price", an



c) The day of the month referred to in the defaniti of "Trade Date", "Effective Date", and "Resetdy" shall be the 28th, not the 25th.

4. Notwithstanding any provision of the Forward Agment to the contrary, under no circumstances tsigaCompany be permitted to use
common shares to fulfill any of its obligations endhe Forward Agreement after October 12, 1998yding without limitation, Settlement
or Interim Settlement obligations), unless a regt&in statement contemplated by Section 1.A.B3hefForward Agreement is effective with
respect to such shares.

5. Effective August 28, 1998, Exhibit A to the Famgd Agreement (which contains financial covenafithe@ Company, the breach of any of
which constitutes a Mandatory Unwind Event undesti®a V of the Forward Agreement) shall be replaireitls entirety by the new Exhibit
A that is attached to this letter.

6. a) Before "Mandatory Unwind Event" in Sectiontke following provision shall be added:

Early Settlements
with respect

to Other
Substantially Similar

The Company agrees that

settlement, unwind or li
transaction that is subs
transaction contemplated
Contract (an "Other Tran
shall promptly, after le
may occur, give telephon
two (2) UB-LB officers,
officer of the Real Esta
(confirmed in writing by
mail) of such upcoming s
liquidation, (ii) any su
liquidation shall consti
Event under clause (ii)
Event" in this Section V
require all or part of t
settled prior to or coin
Transaction.

(i) prior to the early
quidation of any

tantially similar to the

by this Forward Stock
saction"), the Company
arning that any such event
e notice to no less than
one of which must be an
te Finance Group

both fax and next day
ettlement, unwind or

ch settlement, unwind or
tute a Mandatory Unwind
of "Mandatory Unwind

, and (iii) UBS may

he Transaction to be
cident with such other

b) Subclause (5) of clause (ii) under "Mandatoryuvd Event" in Section V shall be deleted in itsiesty and replaced as follows:
(5) any failure of the Company to post collateradquant to Section Il herein,
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¢) To clause (ii) under "Mandatory Unwind Event"Section V, the following shall be added:

(6) the Company settles, unwinds or liquidatestaaysaction that is substantially similar to thimfsaction, thus giving rise to a Mandatory
Unwind Event under "Early Settlements with resgeddther Substantially Similar Transactions" oftBiection V, and/or

(7) failure to deliver to UBS on or before Octoli@r, 1998, an effective registration statement asecoplated by Section II.A.5. above.

7. The agreement of UBS of the modifications anémaments provided for herein shall not constitutenply any agreement or undertaking
to agree to any other modification or amendmenrt waspect to the Forward Agreement.

Sincerely,

UBSAG, London Branch:

By: By:
Name: Name:

Title: Title:

Date: Date:

AGREED TO AND ACCEPTED

Highwoods Properties, Inc.

By: By:
Name: Name:
Title: Title:

Date: Date:



UBS, AG London Branch has verbally agreed to exteeddeadline for an effective registration statetmelating to the sale of the Shares
from October 12, 1998 to November 2, 1998. Suchlliteais set forth in Paragraph 4 of the August?38 Letter Agreement between the
Company and UBS, AG London Bran



THIS WARRANT AND THE SECURITIES REPRESENTED HEREBYAVE NOT BEEN REGISTERED UNDER THE SECURITIES
ACT OF 1933, AS AMENDED, OR ANY APPLICABLE STATE SEURITIES LAWS AND MAY NOT BE OFFERED, SOLD,
TRANSFERRED, HYPOTHECATED OR OTHERWISE ASSIGNED VHOUT COMPLIANCE WITH THE REGISTRATION OR
QUALIFICATION PROVISIONS OF APPLICABLE FEDERAL ANCSTATE SECURITIES LAWS OR APPLICABLE EXEMPTIONS
THEREFROM.

THE SECURITIES REPRESENTED BY THIS WARRANT ARE SUBJT TO A REGISTRATION RIGHTS AND LOCK-UP
AGREEMENT DATED AS OF OCTOBER 1, 1997 (AS THE SAMHAY BE AMENDED, MODIFIED OR SUPPLEMENTED, THE
"REGISTRATION RIGHTS AGREEMENT"), A COPY OF WHICHSION FILE AT THE PRINCIPAL OFFICE OF THE COMPANY AN
MAY BE OBTAINED UPON WRITTEN REQUEST AND WITHOUT CARGE.

Warrant No.
Date of Issuance: , 1997
Right to Purchase Shares of Common S$o@k,par value per share, of Highwoods Propeties,

HIGHWOODS PROPERTIES, INC.
Common Stock Purchase Warrant

Highwoods Properties, Inc., a corporation incorpegtaunder the laws of the State of Maryland (ther@any"), hereby certifies that, for
value received, or assigns, is entiflelject to the terms set forth below, to purcliema the Company at any time or from tii
to time on or after October 1, 2002, fully paid and nonassessable shares of Commork,Skd@l par value per share, of the
Company, at a purchase price per share of $32156haee (such purchase price per share as adjustadime to time as herein provided is
referred to herein as the "Purchase Price"). Tebau and character of such shares of Common Statkh@ Purchase Price are subject to
adjustment as provided herein.

This Warrant is one of the Common Stock Purchasgafits (the "Warrants") evidencing the right toghase shares of Common Stock of
Company issued pursuant to that certain Masterégeant of Merger and Acquisition (as the same magrbended, modified or
supplemented, the "Merger Agreement"), dated asuglist 27, 1997, by and among the Company, Highwisamsyth Limited Partnership,
Associated Capital Properties, Inc. ("ACP") andghareholders of ACP, and subject to the RegistidRiights Agreement, copies of which
agreements are on file at the principal officehaf Company, and the holder of this Warrant shaértéled to all of the benefits of the
Registration Rights Agreement, as provided the



As used herein the following terms, unless the exdnitherwise requires, have the following respectheanings:
(&) The term "Company" shall include any corporatichich shall succeed to or assume the obligatibtise Company under this Warrant.

(b) The term "Common Stock" includes the Compa@gmmon Stock, $.01 par value per share, as audtbdrm the date of the Merger
Agreement and any other securities into which omfich any of such Common Stock may be convertezkohanged pursuant to a plan of
recapitalization, reorganization, merger, salessiss or otherwise.

(c) The term "Fair Market Value" means, in any dasehich the Common Stock is publicly traded, ttadly closing price per share of
Common Stock on the date of exercise of a Warifdr.closing price for any day shall be the last gaice or, in case no sale takes place on
such day, the average of the closing bid and agkieds in either case as reported in the pringipabkolidated transaction reporting system
with respect to securities listed on the principational securities exchange on which the Commonk3s listed or admitted to trading; or, if
not listed or admitted to trading on any natioredwgities exchange, the last quoted price (orpifso quoted, the average of the last quoted
high bid and low asked prices) in the over-the-teumarket, as reported by the National Associatio8ecurities Dealers Automated
Quotations System or such other system then inassé;on any such date no bids are quoted bysarcj organization, the average of the
closing bid and asked prices as furnished by aegeibnal market maker making a market in such ggaeasonably selected by the Board of
Directors of the Company with utmost good faithihie holder of this Warrant. If on any such dateprarket maker is making a market in the
Common Stock, the Fair Market Value of such segumit such date shall be determined reasonably éhd#most good faith to the holder
this Warrant by the Board of Directors of the Compdf the Common Stock is not publicly held or sotlisted or traded, "Fair Market
Value" shall mean the fair value per share detezthieasonably and with utmost good faith to theléobf this Warrant by the Board of
Directors of the Company.

1. EXERCISE OF WARRANT.

1.1. FULL EXERCISE. This Warrant may be exerciseflil by the holder hereof by surrender of thisivélat, with the form of subscription
at the end hereof duly executed by such holdehadCompany at its principal office, accompaniegphyment, in cash or by certified or
official bank check payable to the order of the @amy, in the amount obtained by multiplying the temof shares of Common Stock for
which this Warrant is then exercisable by the PasehPrice then in effect.

1.2. PARTIAL EXERCISE. This Warrant may be exerdig® part by surrender of this Warrant in the mararal at the place provided in
Subsection 1.1 except that the amount payabledfalder on such partial exercise shall be the atnalotained by multiplying (a) the
number of shares of Common Stock designated bidluer in the subscription at the end hereof bytl{)Purchase Price then in effect. On
any such partial exercise the Company at its expeiis



immediately issue and deliver to or upon the oofehe holder hereof a new Warrant or Warrantskaf fenor, in the name of the holder
hereof or as such holder may request, callingératiigregate on the face or faces thereof for thebeu of shares of Common Stock for wh
such Warrant or Warrants may still be exercised.

1.3. NET ISSUE ELECTION. The holder hereof may tteaeceive, without the payment by such holdesof additional consideration,
shares equal to the value of this Warrant or amtiggohereof by the surrender of this Warrant artsportion to the Company, with the form
of subscription at the end hereof duly executedush holder, at the office of the Company. Theraypioe Company shall issue to such
holder such number of fully paid and nonassessatdees of Common Stock as is computed using thanfiolg formula:

X =Y (A-B)
A
where X = the number of shares to be issued to kalder pursuant to this Subsection 1.3.

Y = the number of shares covered by this Warraneéspect of which the net issue election is madsyaunt to this Subsection 1.3.

A = the Fair Market Value of one share of CommoocEtas of the date on which the net exercise eledti made pursuant to this Subsection
1.3.

B = the Purchase Price in effect under this Waraathe time the net issue election is made putdoahis Subsection 1.3.

1.4. COMPANY ACKNOWLEDGMENT. The Company will, até time of the exercise of the Warrant, upon tlyggiest of the holder here«
acknowledge in writing its continuing obligationafford to such holder any rights to which suchdeolshall continue to be entitled after s
exercise in accordance with the provisions of Wiarrant and the Registration Rights Agreementidfiiolder shall fail to make any such
request, such failure shall not affect the contigusbligation of the Company to afford to such leoldny such rights.

1.5. TRUSTEE FOR WARRANT HOLDERS. In the event thdiank or trust company shall have been appoasedistee for the holders of
the Warrants pursuant to Subsection 4.2, such batrkist company shall have all the powers andedwdf a warrant agent appointed pursi
to Section 12 and shall accept, in its own naméheraccount of the Company or such successorpasmay be entitled thereto, all amo!
otherwise payable to the Company or such successdine case may be, on exercise of this Warrastpuat to this

Section 1.

2. DELIVERY OF STOCK CERTIFICATES, ETC., ON EXERMSASs soon as practicable after the exercise ef\Wérrant in full or in par
and in any event within ten (10) days thereaftes, Company at its expense (including the paymeititt dfyany applicable issue taxes) will
cause to be issued in the name of and delivertitetbolder hereof, or as such holder may direcertficate or certificates for the number of
fully paid and nonassessable shares of Common $togkich such



holder shall be entitled on such exercise, pluieinof any fractional share to which such holdeuld otherwise be entitled, cash equal to
such fraction multiplied by the then current Faiafet Value of one full share, together with artyeststock or other securities and property
(including cash, where applicable) to which suchdénis entitled upon such exercise, pursuant to

Section 1 or otherwise.

3. ADJUSTMENTS.

(a) If the outstanding shares of Common Stock diebubdivided into a greater number of sharesdividend in Common Stock shall be
declared or distributed in respect of the CommatiSor the outstanding shares of Common Stock leatiombined or reclassified into a
smaller number of shares, the Purchase Price éatdfhimediately after the record date for suchd#ind or distribution or the effective date
such subdivision, combination or reclassificatibalsbe adjusted so that it shall equal the priegignined by multiplying the Purchase Price
in effect immediately prior thereto by a fractiaf,which the numerator shall be the number of shafeCommon Stock outstanding
immediately before such dividend, distribution, division, combination or reclassification, and diieh the denominator shall be the number
of shares of Common Stock outstanding immediatiiér auch dividend, distribution, subdivision, camdtion or reclassification. Such
adjustment shall be made successively wheneveewnt specified above shall occur.

(b) If the Company shall fix a record date for thsuance of rights, options, warrants or convestdsl exchangeable securities to all holders of
Common Stock entitling them to subscribe for orghase shares of Common Stock at a price per sh&@enomon Stock less than the Fair
Market Value per share of Common Stock on suchrdedate, the Purchase Price shall be adjusted inameddthereafter so that it shall eq
the price determined by multiplying the PurchadeePin effect immediately prior thereto by a fractj of which the numerator shall be the
number of shares of Common Stock outstanding oh seeord date (plus the number of shares of ComB&tock which the aggregate

offering price of the total number of shares of @oom Stock so offered would purchase at the Faikitavalue per share of Common Stock
on such record date), and of which the denomirgiiall be the number of shares of Common Stockanud#ng on such record date plus the
number of additional shares of Common Stock offéoecubscription or purchase. Such adjustment bleainade successively whenever
such a record date is fixed. Notwithstanding ttredoing, if the securities referred to in this Sedin 3(b) entitle the holder on some future
date or upon the happening of some future evestlbscribe for or purchase shares of Common Stoalpete per share less than the Fair
Market Value per share on such record date, theRthichase Price adjustment referred to above lshatiade on such future date or upor
happening of such future event. If this Warrarexsrcised after such record date but prior to $utthre time or the happening of such future
event, the holder of this Warrant shall receiveruh® exercise hereof (in addition to the numbeshaires of Common Stock set forth above,
as adjusted, if necessary, in accordance with itxeigions hereof) such rights, options, warrantsanvertible or exchangeable securities that
such holder would have been entitled to receivienifnediately prior to such record date, such holdat held the number of shares of
Common Stock which were then purchasable uponxéeeise of this Warrant. To the extent that anjtsgoptions, warrants or convertible
or exchangeable securities referred to in this &ctizn 3(b) are not so issued or expire
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unexercised, the Purchase Price then in effect sbakadjusted to the Purchase Price that woeld ke in effect if such unissued or
unexercised rights, options, warrants or conveztislexchangeable securities had not been issuable.

(c) In case the Company shall fix a record date¢Hermaking of a distribution to all holders of ggof Common Stock (i) of shares of any
class other than Common Stock or (i) of eviderafdss indebtedness or (jii) of assets (excludiagttdividends or distributions (other than
extraordinary cash dividends or distributions), diddends or distributions referred to in Subsatts(a) hereof) or (iv) of rights, options,
warrants or convertible or exchangeable securigrsluding those rights, options, warrants or cotivke or exchangeable securities referred
to in Subsection 3(b) hereof), then in each suske tlae Purchase Price in effect inmediately thegeahall be determined by multiplying the
Purchase Price in effect immediately prior thetsta fraction, of which the numerator shall betthtal number of shares of Common Stock
outstanding on such record date multiplied by thie Market Value per share of Common Stock on gecbrd date, less the aggregate fair
market value as determined in good faith by therBa# Directors of the Company of said shares adexvwces of indebtedness or assets or
rights, options, warrants or convertible or excheatge securities so distributed, and of which tominator shall be the total number of
shares of Common Stock outstanding on such reaedrdultiplied by the Fair Market Value per shar€ommon Stock on such record d
Such adjustment shall be made successively whesecéra record date is fixed. In the event thah slistribution is not so made, the
Purchase Price then in effect shall be readjustéldet Purchase Price which would then be in effestich record date had not been fixed.

(d) In case the Company shall sell and issue ComBtock or rights, options, warrants or convertilmexchangeable securities containing
the right to subscribe for or purchase shares ofiion Stock, for a consideration consisting, in vehal in part, of property (other than cash)
or services or its equivalent, then in determiritmg "price per share of Common Stock" referrecht8ubsection 3(b) above, the Board of
Directors of the Company shall determine, in gagithfand on a reasonable basis, the fair valuaidffgroperty.

(e) When any adjustment is required to be madkedrPurchase Price as a result of the operationldetions 3(a), 3(b) or 3(c) hereof, the
number of shares of Common Stock purchasable upoaxercise of this Warrant shall be changed tatimber determined by dividing (i)
an amount equal to the number of shares issuabile tlye exercise of this Warrant immediately priostich adjustment, multiplied by the
Purchase Price in effect immediately prior to sadjustment, by (ii) the Purchase Price in effeehadiately after such adjustment.

(f) If there shall occur any capital reorganizatareclassification of or other change in the CamrStock (other than a change in par value
or a subdivision or combination as provided foSubsection 3(a) above), or any consolidation omgereof the Company with or into another
entity (other than a merger or consolidation inalthihe Company is the surviving corporation andciidoes not result in any reclassifical
of the outstanding shares of Common Stock or tiwesion of such outstanding shares of Common Stdokshares of other stock or other
securities or property), or a transfer of all dostantially all of the assets of the Company tlasmpart of any such reorganization,
reclassification, consolidation, merger or transéarthe case may be, lawful provision shall bearsdthat the holder of this Warrant shall
receive upon the exercise hereof the kind and atufishares of stock or other securities or prgpetiich such holder would have been
entitled to receive if, immediately prior to anychureorganization, reclassification, consolidatiomerger or transfer as the case may
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be, such holder had held the number of shares i@ Stock which were then purchasable upon theciseeof this Warrant, provided th
in all cases, appropriate adjustment (as reasontiérmined in good faith by the Board of Directofshe Company) shall be made in the
application of the provisions set forth herein witlspect to the rights and interests thereafténeholder of this Warrant, such that the
provisions set forth in this Section 3 (includingyisions with respect to adjustment of the Puretasce) shall thereafter be applicable, as
nearly as is reasonably practicable, in relatioartp shares of stock or other securities or prgpgbereafter deliverable upon the exercise of
this Warrant, and in the case of any consolidatiomerger, the successor or acquiring entity {ieothan the Company) shall expressly
assume the due and punctual observance and perfoerodeach and every provision of this Warrant.

4. NO DILUTION OR IMPAIRMENT. The Company will nohy amendment of its Articles of Incorporation braugh any reorganization,
transfer of assets, consolidation, merger, disewlutssue or sale of securities or any other viaignaction, avoid or seek to avoid the
observance or performance of any of the termsei¥arrants, but will at all times in good faith iasé the carrying out of all such terms and
in the taking of all such action as may be necgssaappropriate in order to protect the rightshef holders of the Warrants against dilutio
other impairment. Without limiting the generalitiytbe foregoing, the Company (a) will not increéise par value of any shares of stock
receivable on the exercise of the Warrants abov@thount payable therefor on such exercise, (bakié all such action as may be
necessary or appropriate in order that the Compaayyvalidly and legally issue fully paid and noressable shares of stock on the exercise
of all Warrants from time to time outstanding, dogwill not transfer all or substantially all diproperties and assets to any other person
(corporate or otherwise), or consolidate with orgeeinto any other person or permit any such pets@onsolidate with or merge into the
Company (if the Company is not the surviving pejsanless such other person shall expressly assumeting and will be bound by all the
terms of the Warrants.

5. ACCOUNTANTS' CERTIFICATE AS TO ADJUSTMENTS. Iraeh case of any adjustment or readjustment inithees of Common

Stock issuable on the exercise of the WarrantsCtirapany at its expense will promptly cause indepancertified public accountants of
recognized standing selected by the Company to aterguch adjustment or readjustment in accordaitbetine terms of the Warrants and
prepare a certificate setting forth such adjustneeméadjustment and showing in detail the facsnuwhich such adjustment or readjustment
is based, including a statement of (a) the conatier received or receivable by the Company for aagitional shares of Common Stock
issued or sold or deemed to have been issuedar(®dlithe number of shares of Common Stock outiétgnor deemed to be outstanding, and
(c) the Purchase Price and the number of shar€smimon Stock to be received upon exercise of thasriivit, in effect immediately prior to
such issue or sale and as adjusted and readjusfd\aded in this Warrant. The Company will forittwmail a copy of each such certificate
to each holder of a Warrant, and will, on the werittequest at any time of any holder of a Warfainhish to such holder a like certificate
setting forth the Purchase Price at the time iaa@fdnd showing how it was calculated.
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6. NOTICES OF RECORD DATE, ETC. In the event of

(a) any taking by the Company of a record of thieléus of any class or securities for the purposgetérmining the holders thereof who are
entitled to receive any dividend or other distribat(excluding cash dividends or distributions @tthan extraordinary cash dividends or
distributions)), or any right to subscribe for, gliase or otherwise acquire any shares of stocky€lass or any other securities or property,
or to receive any other right, or

(b) any capital reorganization of the Company, egjassification or recapitalization of the capgtdck of the Company or any transfer of all
or substantially all the assets of the Company twoosolidation or merger of the Company with doiany other person, or

(c) any voluntary or involuntary dissolution, liglaition or winding-up of the Company,

then and in each such event the Company will nratboise to be mailed to each holder of a Warranatige specifying (i) the date on which
any such record is to be taken for the purposedti slividend, distribution or right, and stating imount and character of such dividend,
distribution or right, (ii) the date on which anycé reorganization, reclassification, recapitalaattransfer, consolidation, merger,
dissolution, liquidation or winding-up is to takipe, and the time, if any is to be fixed, as ofalilthe holders of record of Common Stock
shall be entitled to exchange their shares of Com8tock for securities or other property delivegath such reorganization, reclassification,
recapitalization, transfer, consolidation, mergkssolution, liquidation or winding-up, and (iif)¢ amount and character of any stock or other
securities, or rights or options with respect theerproposed to be issued or granted, the dateatf groposed issue or grant and the perso
class of persons to whom such proposed issue ot gréo be offered or made. Such notice shall bédead at least ten (10) days prior to the
date specified in such notice on which any sucloags to be taken. Failure to mail such noticewy defect therein shall not affect the
validity of any such action.

7. RESERVATION OF STOCK, ETC., ISSUABLE ON EXERCIEEF WARRANTS. The Company will at all times researal keep
available, solely for issuance and delivery ondkercise of the Warrants, all shares of CommonkSimmn time to time issuable on the
exercise of the Warrants.

8. EXCHANGE OF WARRANTS. On surrender for exchaof@any Warrant, properly endorsed, to the Comp#my Company at its exper
will issue and deliver to or on the order of thdédeo thereof a new Warrant or Warrants of like teimothe name of such holder or as such
holder (on payment by such holder of any applicatalasfer taxes) may direct, calling in the aggtegm the face or faces thereof for the
number of shares of Common Stock called for orfabe or faces of the Warrant or Warrants so sumestt



9. REPLACEMENT OF WARRANTS. On receipt of evidemeasonably satisfactory to the Company of the libedt, destruction or
mutilation of any Warrant and, in the case of amghsloss, theft or destruction of any Warrant, efivery of an indemnity agreement or
security reasonably satisfactory in form and amaeaithe Company or, in the case of any such migiabn surrender and cancellation of
such Warrant, the Company at its expense will ebeeand deliver, in lieu thereof, a new Warrantiké tenor.

10. WARRANT AGENT. The Company may, by written reatito each holder of a Warrant, appoint an agerth@purpose of issuing
Common Stock on the exercise of the Warrants patdoaSection 1, exchanging Warrants pursuant to

Section 8, and replacing Warrants pursuant to &e&j or any of the foregoing, and thereafter arghdssuance, exchange or replacement, as
the case may be, shall be made at such office dly agent.

11. NEGOTIABILITY, ETC. This Warrant is issued uptire following terms, to all of which each holdercaner hereof by the taking her
consents and agrees:

(a) title to this Warrant may be transferred byetidorsement (by the holder hereof executingdhm bf assignment at the end hereof) and
(i) delivery in the same manner as in the casa égotiable instrument transferable by endorsearahtelivery;

(b) any person in possession of this Warrant pigmerdorsed is authorized to represent himselbaslate owner hereof and is empowere
transfer absolute title hereto by endorsement afidaty hereof to a bona fide purchaser hereof/édue; each prior taker or owner waives
and renounces all of his equities or rights in Wiarrant in favor of each such bona fide purchees®d, each such bona fide purchaser shall
acquire absolute title hereto and to all rightsespnted hereby; and

(c) until this Warrant is transferred on the bookshe Company, the Company may treat the regidtieodder hereof as the absolute owner
hereof for all purposes, notwithstanding any noticthe contrary.

12. NOTICES, ETC. All notices and other communizasi from the Company to the holder of this Warsdnatll be mailed by first class
registered or certified mail, postage prepaid,yoFbderal Express or other recognized overnightieguo such address as may have been
furnished to the Company in writing by such holderuntil any such holder furnishes to the Compamyddress, then to, and at the address
of, the last holder of this Warrant who has soishrad an address to the Company.

13. MISCELLANEOUS. This Warrant and any term heneay be changed, waived, discharged or terminatgdby an instrument in
writing signed by the party against which enforcatraf such change, waiver, discharge or terminasaought. This Warrant shall be
construed and enforced in accordance with and geddny the laws of the State of North Carolina. fibadings in this Warrant are for
purposes of reference only, and shall not limibibrerwise affect any of the terms hereof. This \Aatris being executed as an instrument
under seal. The



invalidity or unenforceability of any provision leaf shall in no way affect the validity or enforbé#y of any other provision.

Dated: , 1997 HIGHWOODS PROPE RTIES, INC.
By:
Name: Mack D. P ridgen, lll
Title: Vice Pr esident and General Counsel



FORM OF SUBSCRIPTION
(To be signed only on exercise of Warrant)

TO HIGHWOODS PROPERTIES, INC.:

The undersigned, the holder of the within Warraetegby elects to exercise all or a portion of Wasrrant for, and to purchase thereunder,
.......... shares of Common Stock of Highwoods Briigs, Inc. and herewith either (a) makes payroé#t........ therefor, or (b) elects to
exercise this Warrant in the amount indicated aetabasis, and in any event, requests that thiicates for such shares be issued in the
name of, and delivered to ................ , whaddress is

(Signature must conform to name of
holder as specified on the face of the
Warrant)

(Address)

10



FORM OF ASSIGNMENT
(To be signed only on transfer of Warrant)

For value received, the undersigned hereby saldgas, and transfers unto .............. the nightesented by the within Warrant to
purchase ................. shares of Common Stétkghwoods Properties, Inc. to which the within Mt relates, and appoints ................. -
Attorney to transfer such right on the books oftiigods Properties, Inc. with full power of subdtdn in the premises.

Dated: .......ovvviveieiiiee,

(Signature must conform to name of
holder as specified on the face of the
Warrant)

(Address)
Signed in the presence of:

11



ALSTON&BIRD LLP
3605 Glenwood Avenue, Suite 310
P. O. Drawer 31107
Raleigh, NC 27622-1107

919-420-2200
Fax: 919-420-2260
www.alston.com

ROBERT H. BERGDOLT DIRECT DIAL: 919-420-2216 E-MAIL: RBERGDOLT@AL STON.COM
OCTOBER 30, 1998

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

Re: Legality of shares covered by Registratione®t&int on Form S-3

(file no. 33361913)(the "Registration Statement")

Ladies and Gentlemen:

We are acting as counsel for Highwoods Propetftiies, a Maryland corporation (the "Company"), imoection with the preparation and
filing of the Registration Statement, which cov#rs registration by the Company of the IssuanceeShand the resale of the Resale
Securities. All capitalized terms used herein apidatherwise defined shall have the meanings asdtib them in the prospectus that is pa
the Registration Statement.

We have reviewed such documents and considerednsaitbrs of law and fact as we, in our professigudgment, have deemed appropriate
to render the opinions contained herein. We arélitamvith the proceedings taken and proposed ttaken by the Company in connection
with the authorization and issuance of the Issu&it@res and the Resale Securities and for the peigiahis opinion, have assumed such
proceedings will be timely completed in the manpresently proposed.

Based upon and subject to the foregoing and thkdulimitations and qualifications hereinafter eegsed, it is our opinion that:
1. The outstanding Resale Securities have beenadiihorized and validly issued, and are fully peid nonassessable.

2. The Company has the authority pursuant to istehto issue the Issuance Shares and the uniBasade Securities, and such securities
will be duly authorized, validly issued, fully pagshd nonassessable upon (a) the adoption by thid bbdirectors of a resolution in form and
content required by Maryland law, and (b) delivefyhe consideration contemplated by (i) the Agrertrof Limited Partnership of
Highwoods Realty Limited Partnership with respecthe shares issuable upon

One Atlantic Center 1211 East Morehead S treet 601 Pennsylvania Avenue, N.W.
1201 West Peachtree Street P.O. Drawer 3400 9 North Building, 11th Floor
Atlanta, Georgia 30309-3424  Charlotte, NC 28234 -4009 Washington, DC 20004-2601
404-881-7000 704-331-6000 202-756-3300

Fax: 404-881-7777 Fax: 704-334-201 4 Fax: 202-756-3333



Highwoods Properties, Inc.
October 30, 1998

Page 2
redemption of Common Units, or (ii) the applicablerrant with respect to the shares issuable upercise of warrants.

Our opinions expressed herein are as of the dasoheand we undertake no obligation to advise gloany changes in applicable law or any
other matters that may come to our attention #fieidate hereof that may affect our opinions exggeé$erein.

Very truly yours,
ALSTON & BIRDLLP

By: /s/ ROBERT H BERGDOLT, PARTNER

Robert H. Bergdolt, Partner

RHB/ppb



ALSTON&BIRD LLP

One Atlantic Center
1201 West Peachtree Street
Atlanta, Georgia 30309-3424

404-881-7000
Fax: 404-881-4777
www.alston.com

PINNEY L. ALLEN DIRECT DIAL: 404-881-7485
October 30, 1998

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

Re: Registration Statement on Form S-3 Relatinbl{@69,923 Shares of Common Stock and WarrantarichBse 1,479,290 Shares of
Common Stock of Highwoods Properties, Inc.

Ladies and Gentlemen:

In connection with the registration statement omi&8-3, File No. 333-61913, as in the form filed@ctober 30, 1998, relating to the
registration of 11,769,923 shares of common stockvearrants to purchase 1,479,290 shares of constook by Highwoods Properties, Inc.
(the "Company"), you have requested our opiniorceaming certain of the federal income tax consegegmo the Company of its election to
be taxed as a real estate investment trust ("REI@ter Sections 856 through 860 of the InternaldRae Code of 1986, as amended (the
"Code").

This opinion is based solely on various facts audual assumptions as set forth in the Registr&tatement and is conditioned upon certain
representations made by the Company as to factatér through certificates of officers of the Camy (the "Officers' Certificates")
attached hereto and made a part hereof. We have nwathdependent inquiry as to the factual magetdorth herein. In addition, we have
examined no documents other than the Registrataeient for purposes of this opinion and, therefour opinion is limited to matters
determined through an examination of such documedthe factual matters set forth in the Offic@ertificates.

In rendering the opinions set forth herein, we hassumed the authenticity of all documents subchttieus as originals, the genuineness of
all signatures thereon, the legal capacity of rsfpersons executing such documents and the coitjoiorauthentic original documents of all
documents submitted to us as copies.

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

1211 East Morehead 3605 Glenwood Avenue, 601 Pennsylvania
Street Suite 310 Avenue, N.W.
P. O. Drawer 34009 P. O. Drawer 31107 North Building, 11th Floor
Charlotte, NC 28234-4009 Raleigh, NC 27622-1107 Washington, DC 20004-2601
704-331-6000 919-420-2200 202-756-3300

Fax: 704-334-2014 Fax: 919-881-3175 Fax: 202-756-3333



Highwoods Properties, Inc.
October 30, 1998
Page 2

Based solely on the facts in the Registration 8tate and the facts in the Officers' Certificates,awe of the opinion that the Company has
been organized and has operated in conformity thiglrequirements for qualification and taxatiorm@EIT under the Code for its taxable
years ended December 31, 1994 through 1997, ahthth&ompany is in a position to continue its dication and taxation as a REIT with
the definition of Section 856(a) of the Code far thxable year that will end December 31, 1998hWéspect to 1998, we note that the
Company's status as a REIT at any time during gaahis dependent, among other things, upon thep@oynmeeting the requirements of
Sections 856 through 860 of the Code throughouy#ae and for the year as a whole. Accordingly albbse the Company's satisfaction of ¢
requirements will depend upon future events, incdlgdhe precise terms and conditions of proposausactions, the final determination of
operational results, and the effect of certain fgions contained in the President's Budget Profosahe Fiscal Year 1999 on the Company's
REIT status, it is not possible to assure thatGbmpany will satisfy the requirements to be a Ré#ilifing the taxable year that will end
December 31, 1998.

In addition, we have participated in the preparatibthe material under the heading "Federal Inc@iave Considerations” of the Registration
Statement and we are of the opinion that the féd®rame tax treatment described therein is aceuragll material respects.

This opinion is based on various statutory provisiagegulations promulgated thereunder and inteafioas thereof by the Internal Revenue
Service and the courts having jurisdiction overhsmatters, all of which are subject to change eipihespectively or retroactively. Also, any
variation or difference in the facts from thosefeeth in the Registration Statement or the Offic&ertificates may affect the opinions stated
herein.

This opinion is limited to the specific matters eoed hereby and should not be interpreted to irtifgly the undersigned has offered its
opinion on any other matter. We hereby consertiediting of this opinion as an exhibit to the Regation Statement and to the use of our
name under the caption "Legal Matters" in the Regfion Statement.

Very truly yours,
ALSTON & BIRD

By: /s/ PINNEY L. ALLEN

Pinney L. Allen



CERTIFICATE

I, MACK D. PRIDGEN, lll, in my capacity as Vice-Psiglent and General Counsel of Highwoods Propetiies(the "Company"), do hereby
certify, to the best of my knowledge and beliekafnhaking appropriate inquiries with respect taadltters set forth below, as follows:

1. That | am a Vice-President and the General Geuwifghe Company and | am licensed to practiceitathe state of North Carolina;
2. That in such capacity, | have access to relemdmtmation regarding each of the factual matsaftsforth below;

3. That for purposes of this Certificate,

(a) "Affiliated Limited Liability Companies"” meanspllectively:

(i) Shockoe Plaza Investors LLC, a Virginia limitiéability company that is owned 99% by HighwoodsaRy Limited Partnership and 1%
Highwoods Services;

(i) HPI Title Agency LLC, a North Carolina limitelébility company that is owned 100% by Highwodrisalty Limited Partnership;

(iii) Nine Crondall Associates, LLC, a Maryland lted liability company that is owned 100% by Highwas Realty Limited Partnership;
(iv) Eight Crondall Associates LLC, a Maryland lied liability company that is owned 100% by HighwledRealty Limited Partnership;
(v) Seven Crondall Associates LLC, a Maryland leditiability company that is owned 100% by HighwedRkalty Limited Partnership;
(vi) 9690 Derecho Rd. LLC, a Maryland limited lility company that is owned 100% by Highwoods Rehltyited Partnership;

(vii) Highwoods/Florida GP, LLC, a Florida limitd@bility company that is owned 100% by HighwoodsaRy Limited Partnership;
(viii) Kessinger/Hunter LLC, a Missouri limited lidlity company that is owned 30% by the Company;

(ix) Dallas County Partners lll, LC, an lowa limdtéability company that is owned 50% by Highwodrisalty Limited Partnership; and
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(x) Highwoods Finance, LLC, a Delaware limited lidp company that is owned 100% by Highwoods Prtips, Inc.
(b) "Affiliated Partnerships" means, collectively:

(i) AP-GP Southeast Portfolio Partners, L.P., aadalre limited partnership that is owned 1% by Highds Realty GP Corp. and 99% by
Highwoods Realty Limited Partnership;

(i) Highwoods/Tennessee Holdings, L.P., a Tenretisgted partnership that is owned .01% by Highd®@dennessee Properties, Inc. and
99.99% by Highwoods Realty Limited Partnership;

(iii) AP Southeast Portfolio Partners, L.P., a Dege limited partnership that is owned 1% by AP-&Ritheast Portfolio Partners, L.P. and
99% by Highwoods Realty Limited Partnership;

(iv) Highwoods/Florida Holdings, L.P., a Delawaimited partnership that is owned .01% by Highwobttsida GP, Corp. and 99.99% by
Highwoods Realty Limited Partnership;

(v) Pinellas Northside Partners, Ltd., a Floridmiled partnership that is owned 99% by HighwoodsiBa Holdings, L.P. and 1% by
Highwoods Realty Limited Partnership;

(vi) Interstate Business Park, Ltd., a Florida tedi partnership that is owned 99% by Highwoodsi&oHoldings, L.P. and 1% by
Highwoods Realty Limited Partnership;

(vii) Pinellas Bay Vista Partners, Ltd., a Floridaited partnership that is owned 99% by Highwoéttsida Holdings, L.P. and 1% by
Highwoods Realty Limited Partnership;

(viii) Pinellas Pinebrook Partners, Ltd., a Florltaited partnership that is owned 99% by Highwd&ttsrida Holdings, L.P. and 1% by
Highwoods Realty Limited Partnership;

(ix) Downtown Clearwater Tower, Ltd., a Florida Ited partnership that is owned 99% by HighwoodsiBioHoldings, L.P. and 1% by
Highwoods Realty Limited Partnership;



(x) BDBP, Ltd., Cross Bayou, Ltd., a Florida lindtpartnership that is owned 99% by Highwoods/Fl#itbldings, L.P. and 1% by
Highwoods Realty Limited Partnership;

(xi) SISBROS, Ltd., a Florida limited partnershifat is owned 99% by Highwoods/Florida Holdings,.laRd 1% by Highwoods Realty
Limited Partnership;

(xii) Highwoods/Interlachen Holdings, L.P., a Fhbailimited partnership that is owned 99% by Highd&/&lorida Holdings, L.P. and 1% by
Highwoods Realty Limited Partnership;

(xiii) Center Court Partners, a Florida generatpenship that is owned 50% by the Company;

(xiv) FHDT, LP, a limited partnership that is owng8.33% by the Company;

(xv) Raphael Hotel Group LP, a Missouri limited fp&rship that is owned 5% by the Company;

(xvi) 4600 Madison Associates, LP, a Missouri liitpartnership that is owned 12.50% by the Company;

(xvii) Marley Continental Homes of Kansas, a Kangeseral partnership that is owned 99% by Highwdeelalty Limited Partnership;
(xviii) Fountain One, an lowa general partnershigttis owned 90% by Highwoods Realty Limited Parthip;

(xix) Fountain Two, an lowa general partnershig th@wned 60% by Highwoods Realty Limited Parthgrs

(xx) Fountain Three, an lowa general partnershap isvowned 50% by Highwoods Realty Limited Pagshay;

(xxi) J.C. Nichols lowa Partners, an lowa genegatmership that is owned 86 2/3% by Highwoods Rdatnited Partnership;
(xxii) Neptune Building Partners, L.P., an lowailed partnership that is owned 50% by Highwoodsltgéamited Partnership;
(xxiii) Dallas County Partners, an lowa generaltparship that is owned 50% by Highwoods Realty témiPartnership;
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(xxiv) Dallas County Partners Il, an lowa generattpership that is owned 50% by Highwoods Realtyited Partnership;
(xxv) Meridith Drive Associates, LP, an lowa limit@artnership that is owned 49.5% by Highwoods fgdainited Partnership;
(xxvi) Terrace Place Partners, an lowa generahpaship that is owned 50% by Highwoods Realty LéaiPartnership;

(xxvii) Village Court Associates, an lowa generatpership that is owned 75% by J.C. Nichols lowgtirers;

(xxviii) Corporate Center Associates, LP, an lowaited partnership that is owned 90% by Neptunddsug Partners, LP;

(xxix) Highwoods/Florida Holdings GP, L.P., a Dekaw limited partnership that was owned 1% by HigbeasFlorida GP Corp. and 99% by
Highwoods/Forsyth Limited Partnership (currentlylum as Highwoods Realty Limited Partnership) arat thas merged out of existence on
December 31, 1997; and

(xxx) Highwoods/Tennessee Holdings GP, L.P., a €smee limited partnership that was owned 1% by wigiils/Tennessee Properties, Inc.
and 99% by Highwoods/Forsyth Limited Partnershigrently known as Highwoods Realty Limited Parthg$ and that was merged out of
existence on December 31, 1997;

(c) "Code" means the Internal Revenue Code of 188&mended,;

(d) "Foreclosure Property" means real propertyl(iding interests in real property), and any perspnaperty incident to such real property,
acquired by the real estate investment trust asultrof such trust having bid in such propertjoatclosure, or having otherwise reduced ¢
property to ownership or possession by agreememtomess of law, after there was default (or défamk imminent) on a lease of such
property or on an indebtedness that such propetyrsd;

(e) "Highwoods Services" means Highwoods Servikes, a North Carolina corporation, the equity ovamép of which is owned 99% by
Highwoods/Forsyth Limited Partnership and .5% dacRonald P. Gibson and Edward J. Fritsch;

(f) "Independent Contractor" means any person wdesaot own, directly or indirectly, more than 36%the shares in the REIT, and, if such
person is a corporation, not more than 35% of ¢kel tombined voting power of whose stock (or 35%he total shares of all classes of
whose stock), or, if such person is not a



corporation, not more than 35% of the interest irose assets or net profits is owned, directly dir@ctly, by one or more persons owning
35% or more of the shares in the REIT;

(9) "Operating Partnership" means Highwoods Rdahyited Partnership (formerly Highwoods/Forsyth liied Partnership), a North
Carolina partnership of which the Company is tHe general partner with an approximate 85.5% ownprisiterest, including a 1% general
partnership interest and an 84.4% limited partriprisiterest, and various others (including officarsl directors of the Company) are the
remaining limited partners with an approximate ¥4 &ggregate interest;

(h) "Operating Partnership Agreement” means thet Fimended and Restated Agreement of Limited Pestiye of Highwoods Realty
Limited Partnership, dated June 14, 1994, as anaggnde

() "Prohibited Transaction" means a sale or otligposition of property, other than foreclosureganty, that is stock in trade of the taxpayer
or other property of a kind which would properlyibeluded in the inventory of the taxpayer if ombat the close of the taxable year, or
property held by the taxpayer primarily for saletstomers in the ordinary course of trade or lassin

() "Qualified REIT Subsidiary" means (1) any coration in which a real estate investment trust awsteck during any taxable year ended
on or before December 31, 1997, if 100% of thekstdcsuch corporation was held by the real estatestment trust at all times during the
period such corporation was in existence and (2)canporation in which a real estate investmergttawns stock after the taxable year ended
December 31, 1997, if 100% of the stock of suclparation is held by the real estate investment;trus

(k) "Real Estate Assets" means real property (thaly interests in real property and interests imtgages on real property) and shares (or
transferable certificates of beneficial intereatpther entities qualifying to be taxed as readtesinvestment trusts;

() "Registration Statement" means the Form S-& Nb. 333-361913, as in the form filed on OctoB@r 1998, relating to the registration of
11,769,923 shares of the Company's common stockvarmants to purchase 1,479,290 shares of the Cayigpeommon stock;

(m) "REIT" means a real estate investment trust;
(n) "REIT Election" means an election to be taxe@&REIT under Code Section 856(c)(1); and
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(o) "Service" means the Internal Revenue Service;

4. That | have consulted with other employees dfidens of the Company regarding the matters sehfoelow and such persons have agreed
in all respects with the representations made helow

5. That, except as otherwise noted, all representamade below are true and complete for eacheofaxable years ended December 31,
1994, through December 31, 1997, and through tteehdeareof; and that | have no reason to believiestingh representations will not continue
to be true for the taxable year that will end DebenB1, 1998;

6. That the Company has operated and will continugperate in accordance with Maryland law, itiches of incorporation, and its bylaws
and in accordance with the statements and repegfsmg made in the Registration Statement;

7. That the Operating Partnership has operateavdhcontinue to operate in accordance with Norér@ina law, the Operating Partnership
Agreement, and the statements and representatiads in the Registration Statement;

8. That | am a licensed attorney familiar with thquirements for qualification as a REIT under atile provisions of the Code, that all s
requirements have been satisfied for the Compaayable years ended December 31, 1994, throughnileare31, 1997; that | have no rea
to believe that such requirements will not contitmée satisfied in the taxable year that will @etember 31, 1998; and that | have exerc
ordinary business care and prudence to attempitigfyssuch requirements and | have advised Al&d&ird LLP of any matter of which | ar
aware that could cause reason for concern as ttheth#hose requirements have been or will be gadisf

9. That the Company filed an election to be taxed REIT with its tax return for the taxable yeaded December 31, 1994, and has not t

any action to terminate such election; that | haw@eason to believe that the Company will not icug such election or that it will take any
action to terminate such election for the periaat thill end December 31, 1998; and that the Comgeasyreceived no notification formally

informally from the Service or any other person #hach election may not be valid or has been red@kevithdrawn in any respect;

10. That the Company is and will continue to be aggd by one or more of its directors who have esxetuauthority over the managemen
the Company, the management of its officers, aadithnagement and disposition of the Company's gggpe
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11. That the beneficial ownership of the Compargnid will continue to be evidenced by transferalares; and that there are no restrictions
on the transferability of such shares either inAhtécles of Incorporation or in any agreement tioieh the Company is a party, other than the
restrictions set forth in the Articles of Incorptioa that permit the directors to redeem sharagfoise to transfer shares in any case where
such directors, in good faith, believe that a f&lto redeem or that a transfer of shares wouldtresthe loss of the Company's REIT status;

12. That the Company has been a domestic corpordtigng its entire existence;

13. That the Company has not been, is not, ancheilbe (i) a bank, a mutual savings bank, a catjpperbank, a domestic building and loan
association or other savings institution, a smadlibess investment company operating under thel®usiness Investment Act of 1958, or a
corporation created under state law for the purpégegomoting, maintaining, and assisting the ecopaevithin a state by making loans, or
an insurance company;

14. That at no time during the last half of anyatale year for which a REIT election has been madenhore than 50% of the value of the
Company's outstanding stock been beneficially owmefive or fewer individuals, taking into considéion the applicable attribution rules,
which generally apply a look-through provision &termine constructive stock ownership; and thatibmpany will take all measures within
its control to ensure that, at no time during et half of any taxable year for which a REIT aatwill be made will more than 50% of the
value of the Company's outstanding stock be beia#ifiowned by or for five or fewer individuals;

15. That the record and beneficial ownership ofGbenpany has been and will be held by 100 or mereqms;

16. That at least 95% of the gross income deriyeth® Company (including the income derived throiiglownership of the Operating
Partnership, the Affiliated Partnerships, and tfiiated Limited Liability Companies) in all taxddyears consisted of: (i) amounts derived
from rental of real property, including rents dttriable to personal property as described in reptation (20) below and including charges
for services customarily furnished or renderedannection with the rental of such real propertyetiter or not such charges are separately
stated, but excluding rents received from partiestiich the Company owns 10% or more of the voteatue of equity ownership of such
party and excluding amounts received or accruel kgpect to any real or personal property if tben@any furnishes noncustomary servi
to the tenants or manages or operates such pragédy than through an Independent Contractor fadrich neither the Company nor the
Operating Partnership derives any form of inconiginterest; (iii) gain realized upon the saleatifor a portion of a Real Estate Asset that is
not a Prohibited Transaction; (iv) dividends; (Zpgements and refunds of tax; (vi)
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income and gain from Foreclosure Property; and &rounts for making loans by secured propertige purchase or lease real property;
that | have no reason to believe that such 95%sgram®me test will not continue to be met for thratble year that will end December 31,
1998;

17. That at least 75% of the gross income deriyeth® Company (including the income derived throiiglownership of the Operating
Partnership, the Affiliated Partnerships, and tffiiated Limited Liability Companies) in all taxddyears consisted of: (i) amounts derived
from rental of real property, including rents ditriable to personal property as described in reptation (20) below and including charges
for services customarily furnished or rendereddnrection with the rental of such real propertyettter or not such charges are separately
stated, but excluding rents received from partiestiich the Company owns 10% or more of the voteatue of equity ownership of such
party and excluding amounts received or accruel kegpect to any real or personal property if tbenany furnishes noncustomary servi
to the tenants or manages or operates such prambey than through an Independent Contractor frdrich neither the Company nor the
Operating Partnership derives any form of inconiginterest on obligations secured by mortgageseah property or on interests in real
property; (i) gain realized upon the sale ofalla portion of the real property; (iv) abatemeartd refunds of property tax; (v) income and
gain derived from Foreclosure Property;

(vi) amounts for agreeing to make loans securegkhlproperty or to purchase or lease real propartg (vii) gain from the sale or
disposition of a Real Estate Asset that is notahiBited Transaction; and that | have no reasdreti@ve that such 75% gross income test will
not continue to be met for the taxable year théltemid December 31, 1998;

18. That, for taxable years ended on or before Bbee 31, 1997, less than 30% of the gross incontikeo€ompany (including the income
derived through its ownership of the Operating iRaghip, the Affiliated Partnerships, and the Adfiéd Limited Liability Companies) in all
taxable years was derived from (i) the sale orrodigposition of stock or securities held for I&san one year; (ii) property in a transaction
that is a Prohibited Transaction; and

(iii) real property (including interests in realoperty and interests in mortgages on real propéeig for less than four years other than
property compulsorily or involuntarily converteddaproperty that is Foreclosure Property;

19. That the Company, the Operating PartnershipAffiliated Partnerships, and the Affiliated Limd Liability Companies have not entered
into and will not enter into any lease, agreemengther arrangement in connection with the reotakal property under which any amount
payable to the Company, the Operating PartnergingpAffiliated Partnerships, or the Affiliated Lited Liability Companies depends or will
depend in whole or in part on the income or prafisived from any tenant (or sub-tenant) of sueth peoperty (except that such an amount
may be based on a fixed percentage or percentdgesss receipts or sales);
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20. That (i) any personal property directly or nedily leased by the Company, the Operating Pastiigrthe Affiliated Partnerships, and the
Affiliated Limited Liability Companies has been awill be leased under or in connection with a leafsthe real property; and (ii) the avere
of the adjusted bases of such personal propethedieginning and at the end of the taxable yel@sisthan 15% of the average of the
aggregate adjusted bases of both the real propedyhe personal property at the beginning ankleaéihd of the taxable year, as calculate
a lease by lease basis;

21. That for purposes of ltems 16 and 17 abovet™@oes not include rent received for any reapprty directly or indirectly from any
person in which the Company owns (i) in the casa odrporation, 10% or more of the total combineting power of all classes of stock
entitled to vote, or 10% or more of the total numtsieshares of all classes of stock; or (ii) in t@se of an entity other than a corporation, an
interest of 10% or more in the assets or net @rofitsuch entity; (for purposes of this repres@maiwnership is determined by taking into
account the attribution rules, which generally gmplook-through provision to determine construgtstock ownership);

22. That the fair market value of any real propéoty with respect to any construction loan, thie fizarket value of the land plus the
reasonably estimated cost of the improvements dtiaer personal property) securing a note, detemnatehe time the Company became
bound to make the loan, is equal to or exceedarti@unt of the loan;

23. That no interest (including interest on obligas secured by mortgages on real property orastsrin real property) received or accrued,
directly or indirectly, by the Company, its Quadifi REIT Subsidiaries, the Operating Partnership Atffiliated Partnerships, or the Affiliated
Limited Liability Companies has been or will be elebined in whole or in part by reference to theome or profits derived by any person;

24. That neither the Company, its Qualified REI'bSdiaries, the Operating Partnership, the AfidéhPartnerships, nor the Affiliated
Limited Liability Companies have owned any ForealesProperty (other than property the income frolictv would not cause the stateme
contained in Items 16 and 17 above to no longerus.

25. That the Company has reviewed and will contioueview all leases for each property to enshia¢ $uch leases conform with all REIT
requirements;

26. That, for taxable years prior to 1998, neitherCompany, the Operating Partnership, the AfétlaPartnerships, nor the Affiliated Limit
Liability Companies have provided any servicesry nant, other than through an Independent Cctiotra
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from whom no income was derived or received by sugh entity, except for services that would be wred customarily furnished or
rendered in connection with the rental of real proy such as the furnishing of water, heat, lightssh collection, and maintenance of
common areas; that, for taxable years beginniray &€cember 31, 1997, neither the Company, thedlipgrPartnership, the Affiliated
Partnerships, nor the Affiliated Limited Liabilitgompanies have provided or will provide servicex thould generate impermissible service
income in an amount that exceeds 1% of all amaetisived or accrued during the taxable year, dyrectindirectly, by the Company with
respect to such property, with the amount treaseeteeived or accrued by the Company for such imi@sible services not being less than
150% of the direct cost of the Company in furnighim rendering such services (for purposes ofrépsesentation, impermissible service
income means any amount received or accrued directhdirectly by the Company for services furr@dior rendered by the Company to the
tenants of its property or for managing or opegatinch property, unless (i) such services, managemeoperations are provided through an
Independent Contractor from whom the Company hasi@iaved or received and will not derive or reeeany income or (ii) such services
customarily furnished or rendered in connectiorhwlite rental of real property, such as the furmighif water, heat, lights, trash collection,
and maintenance of common areas);

27. That no independent contractor providing mamaayg and operating functions for either the Compé#my Operating Partnership, the
Affiliated Partnerships, or the Affiliated Limitddability Companies or any of their properties lay ownership interest in the Company in
excess of 35%;

28. That at the close of each quarter of any taxabbr that the Company has made or will make & RIction, at least 75% of the total
combined value of its assets, including its prapogte share of the assets of the Operating Palttipeithe Affiliated Partnerships, and
Affiliated Limited Liability Companies has or wilonsist of Real Estate Assets, cash and cash (ieolsding receivables), and government
securities;

29. That at the close of each quarter of any taxgbbr that the Company has made or will make & REction not more than 25% of the
value of the Company's total assets (includingdtassets owned indirectly through the OperatingnBeship, the Affiliated Partnerships, or
Affiliated Limited Liability Companies) has been will be represented by securities (other than gavent securities) for purposes of this
calculation limited in respect of any one issueatcamount not greater in value than 5% of theevafithe total assets of the Company and to
not more than 10% of the outstanding voting seesribf such issuer;

30. That the Company's pro rata share of the wafltiee securities of Highwoods Services has noeesled 5% of the total value of the
Company's assets at the end of any calendar quidniae©9% of the voting stock of Highwoods Sersiceowned by Ronald P. Gibson and
Edward J. Fritsch; that the Company has no infoimnal
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formal agreement with Highwoods Services or theo#hareholders of Highwoods Services regardingatiag of the Highwoods Services
stock; and that the stock owned by Ronald P. GilssmhEdward J. Fritsch is not subject to any votingurchase agreement that effectively
would deny such individuals of the economic righitsuch stock;

31. That the Company, the Operating PartnershipAffiliated Partnerships, and the Affiliated Limd Liability Companies have held and
hold all real property and all other assets foestment purposes and not as (i) stock in tradehar @roperty of a kind which would properly
be includible in inventory if on hand at the clagahe taxable year, or (ii) property held primarfibr sale to customers in the ordinary course
of the trade or business of the Operating Partiemtthe Company;

32. That for each taxable year for which a REITce#tsm has been made the Company has distributeshaunt equal to or exceeding the sum
of 95% of the Company's real estate investment taxsible income for such taxable year, determimi#ilout regard for the deduction for
dividends paid and by excluding any net capitahgand 95% of the excess of the net income frone¢tosure Property over the tax imposed
on such income, reduced by, any excess noncasime)co

33. That, in each taxable year for which a REIT&® has been made, the dividends paid by the @asnpn the Company's common stock
were made pro rata, with no preference to any sbfaitee common stock as compared with other suahesh

34. That for each taxable year for which a REITceéd® has been made the Company has (i) maintatoed records that disclose actual
ownership of the Company's outstanding stock, apdithin 30 days of each taxable year end, deneanal written statement from
shareholders of record of five percent of morenef€Company's stock for the purpose of disclosingeownership;

35. That the Company has at all times adopted aed a calendar year accounting period;

36. That other than (i) the direct ownership of skeck in Highwoods/Florida GP Corp., Highwoods Re&P Corp., Highwoods/Tennessee
Properties, Inc., Jackson Acquisition Corporatiélorida Transition Co. I, Garcia Property Managemnénc., Westshore Square, Inc.,
Garcia, Meyers Co., Alemada Towers Development GompThe Bay Plaza Companies, Inc., Board of TReldevelopment Corporation,
Challenger, Inc., Guardian Management, Inc., Nislitlaza West, Inc., Ozark Mountain Village, Inoid #laza Land Company, and (ii) the
indirect ownership of stock in Highwoods Servicad &s direct and indirect subsidiaries, South&aeslty Options Corp., Atrium Acquisition
Corp., 5565 Sterrett Place, Inc., PSC Acquisitiamp©ration (which is owned through RC One LLC),d%kille Sportsman Club, Inc., First
Geary Corp, Board of Trade Investment Company, Raitd, Inc., Someday, Inc., J.C. Nichols Realty
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Company, and K.C. Condor, Inc., the Company hasedwro stock or other voting securities in any coafion (including mutual funds) at
the close of any quarter of any taxable year emthedr before December 31, 1997, or at the closegfquarter through the date hereof;

37. That other than (i) the direct ownership of skeck in Highwoods/Florida GP Corp., Highwoods Re&P Corp., Highwoods/Tennessee
Properties, Inc., Alemada Towers Development Compa@ihe Bay Plaza Companies, Inc., Board of TradgeRelopment Corporation,
Challenger, Inc., Guardian Management, Inc., Nislitlaza West, Inc., Ozark Mountain Village, Inoid #laza Land Company, and (ii) the
indirect ownership of stock in Highwoods Serviced #s direct and indirect subsidiaries, South&astlty Options Corp., Atrium Acquisition
Corp., 5565 Sterrett Place, Inc., Pikesville Spoas Club, Inc. (which is owned through RC One LLEl)st Geary Corp, Board of Trade
Investment Company, Kan-Build, Inc., Someday, 18¢C, Nichols Realty Company, and K.C. Condor,, ltie Company owns no stock or
other voting securities in any corporation (inchglimutual funds) as of the date hereof;

38. That each of Highwoods/Florida GP Corp., Highd® Realty GP Corp., Highwoods/Tennessee Propglties Jackson Acquisition
Corporation, Florida Transition Co. Il, Garcia Pedly Management, Inc., Westshore Square, Inc.,igdveyers Co., Alemada Towers
Development Company, The Bay Plaza Companies, Board of Trade Redevelopment Corporation, Chabenigic., Guardian
Management, Inc., Nichols Plaza West, Inc., OzaduMain Village, Inc., and Plaza Land Company walsas been a Qualified REIT
Subsidiary at the close of each quarter duringetitere period of time in which the Company has heidwnership interest in such
corporation;

39. That the Company acquired J.C. Nichols Compamgcordance with the terms and conditions s¢h fiorthe Agreement and Plan of
Merger, dated December 22, 1997, by and among ohep@ny, Jackson Acquisition Corp., and J.C. Niclkdspany, pursuant to which J.C.
Nichols Company was merged with and into Jacksogu#sition Corp., a wholl-owned subsidiary of the Company, (the "Merger"at tht the
time of the Merger, J.C. Nichols Company did notéhany earnings and profits accumulated from a yésn it was taxable as a "C"
corporation; that as a result of the Merger, thenBany was required to complete certain restruajueivents to continue its REIT status and
that all such restructuring events were completedrdbefore September 30, 1998; that | have n@mretsbelieve that the acquisition of J.C.
Nichols Company or the ownership of any of the prtips acquired directly or indirectly thereby willuse the Company to fail to satisfy
of the matters set forth in this Certificate ofad to qualify as a REIT in the taxable year thélt end December 31, 1998;

40. That the Operating Partnership and the AféliePartnerships are the only partnerships in witiefCompany has held a direct or indirect
interest at the close of any quarter of any taxgbly ended on or before December 31, 1997, tieatlose of any quarter through of the date
hereof and each of these partnerships were formed a

12



partnerships under the laws of the applicable stétat the Affiliated Limited Liability Companiesid RC One LLC, a Maryland limited
liability company that is owned 100% by Highwoods8ces, are the only limited liability compani@swhich the Company has held a direct
or indirect interest at the close of any quarteasinf taxable year ended on or before Decemberd®L/, Ior at the close of any quarter through
the date hereof, and each of these limited ligbditmpanies, Highwoods Finance, LLC, a Delawarédtdichliability company that is owned
100% by the Company, and Highwoods Wellness, LLRpeh Carolina limited liability company that isvaed 100% by Highwoods
Services, were formed as limited liability companimder the laws of the applicable states andezldotbe treated as partnerships for federal
income tax purposes; that all such partnershipdu@ing the Affiliated Limited Liability Companie®C One LLC, Highwoods Finance,

LLC, and Highwoods Wellness,

LLC) have made no election to be treated as a catipn or any other type of entity for federal ino® tax purposes; and that the Company
has received no notification formally or informaflpm the Service or any other person challendmagstatus of any of these entities as a
partnership for federal income tax purposes;

41. That the Operating Partnership and the AféliaPartnerships (excluding Highwoods/Florida HadiG P, L.P. and Highwoods/Tennes
Holdings GP, L.P.) are the only partnerships inclilthe Company holds a direct or indirect inteessof the date hereof; and that the
Affiliated Limited Liability Companies, RC One LL&ighwoods Finance, LLC, and Highwoods WellnessC| are the only limited liability
companies in which the Company holds a direct dir@tt interest as of the date hereof;

42. That the Company is not a party to any stocksset purchase agreement, including any plan afener reorganization, that will cause
the Company to fail to satisfy any of the mattetsferth in this Certificate or to fail to qualiis a REIT in the taxable year that will end
December 31, 1998;

43. That the Company has filed timely income taxnes in each year of its existence and has ntitdec any information in such returns ¢
to fraud with an intent to evade taxes;

44. That the Company's ownership interests in ther@ting Partnership and its other directly orriedily held subsidiaries are held free and
clear of any security interest, mortgage, plediga, lencumbrance, claim or equity;

45. That the Company will undertake to advise ybany change in the representations made hereisoftong as the Registration Statement
referred to above remains in effect; and

46. That, in rendering an opinion in connectionhwifte Registration Statement, Alston & Bird is teti to rely on the factual representations
set forth in previous Officer's Certificates to #hdent that such representations are not otherwise

13



reflected herein; and that, in rendering futurenapis, Alston & Bird is entitled to rely on the faal representations set forth in this Officer's
Certificate except to the extent that the factseced herein are otherwise reflected or alterechbycbntent of any future Officer's Certificates.

The foregoing Certification is provided to Alstonird LLP in connection with rendering an opini@ygarding the qualification of the
Company as a REIT and may not be relied upon fgrogimer purpose or by any other party except asratise provided herein. It is
understood that such opinion is limited to the datmatters revealed pursuant hereto and otherialatprovided to them and that to the
extent required, | have asked questions of theggpiate individuals to confirm the foregoing anssyeand to the best of my knowledge and
belief such answers are true, correct, and compleden no way are misleading.

Cct ober 30, 1998 /sl MACK D. PRIDGEN, 111

MACK D. PRIDGEN, II1
Vi ce- Presi dent and General Counsel
H ghwoods Properties, Inc.
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CERTIFICATE

I, CARMAN J. LIUZZO, in my capacity as Vice-PresitteChief Financial Officer, and Treasurer of Higlods Properties, Inc. (the
"Company"), do hereby certify, to the best of mpwtedge and belief after making appropriate ingsitivith respect to all matters set forth
below, as follows:

1. That | am a Vice-President, Chief Financial &dfi and Treasurer of the Company;
2. That in such capacity, | have access to relemémtmation regarding each of the factual mattatsforth below;

3. That for purposes of this Certificate, "Registna Statement” means the Form S-3, File No. 338338, as in the form filed on October 30,
1998, relating to the registration of 11,769,928reb of the Company's common stock and warramanthase 1,479,290 shares of the
Company's common stock;

4. That the description of the Company, its prdpertand its method of operation contained in tegifration Statement is accurate and
complete in all material aspects with respect i® dpinion; and

5. That the Company will undertake to advise yoarof change in the representations made heresoftong as the Registration Statement
referred to above remains in effect.

The foregoing Certification is provided to Alstoniird LLP in connection with rendering an opini@garding the qualification of the
Company as a real estate investment trust and otayenrelied upon for any other purpose or by ahgioparty. It is understood that such
opinion is limited to the factual matters revegbedsuant hereto and other materials provided to thied that to the extent required, | have
asked questions of the appropriate individualsotafion the foregoing answers, and to the best okmywledge and belief such answers are
true, correct, and complete and in no way are iaisiey.

Cct ober 30, 1998 /s/ Carman J. Liuzzo

CARMAN J. LI UZZO

Vi ce- Presi dent, Chief Financial
O ficer, and Treasurer

H ghwoods Properties, Inc.



EXHIBIT 23.2
CONSENT OF INDEPENDENT AUDITORS

We consent to the reference to our firm under #pion "Experts” in the Registration Statement gF&-3, No. 333-61913) and the related
Prospectus of Highwoods Properties, Inc. for thyésteation of 11,769,923 shares of its common stowk 1,479,290 warrants to purchase its
common stock. We also consent to the incorpordiioreference therein of our reports (a) dated Faatyr@0, 1998, with respect to the
consolidated financial statements and scheduleigliwbods Properties, Inc. included in its AnnuapB (Form 10-K) for the year ended
December 31, 1997 (as amended on Form 10-K/A dspeiti 29, 1998 and May 19, 1998), (b) dated Janary1997 and January 25, 1997,
with respect to the Combined Statements of Reveané<ertain Expenses of Century Center and Andd?soperties, respectively, includ
in the Current Report on Form 8-K of Highwoods Fmies, Inc. dated January 9, 1997 (as amendedwn 8-K/A on February 7, 1997,
March 10, 1997 and April 28, 1998), (c) dated Jayu&, 1998, with respect to the Combined StatemefhRevenues and Certain Expenses
of Shelton Properties and Riparius Properties hadstatement of Revenues and Certain Expensesrofargi Circle for the year ended
December 31, 1996 included in the Current Repoifanm 8-K of Highwoods Properties, Inc. dated Nokeml7, 1997, and (d) dated
January 30, 1998 with respect to the Combined ®B&te of Revenues and Certain Expenses of GarcgeRies for the year ended Decem
31, 1997 included in the Current Report on Form 8fliklighwoods Properties, Inc. dated February 981@ll filed with the Securities and
Exchange Commission.

/sl Ernst & Young LLP

Ral ei gh, North Carolina

Cct ober 28, 1998



CONSENT OF INDEPENDENT ACCOUNTANTS

We consent to the incorporation by reference is fmendment No. 2 to Registration Statement on Fe#3n(File No. 333-61913) of our
reports dated September 12, 1997, on our audtteeafombined statement of revenues and certairatpgrexpenses of the Associated
Capital Properties Portfolio for the year endedéaber 31, 1996, and the combined statement of uegeaind certain operating expenses of
the 1997 Pending Acquisitions for the year endedeldder 31, 1996, which reports are included inRbren 8-K of Highwoods Properties,

Inc. dated August 27, 1997 (as amended on Septed3p@997) and October 1, 1997. We also consethietoeference to our firm under the
caption "Experts."

/sl PricewaterhouseCoopers LLP

Menphi s, Tennessee

Cct ober 29, 1998



Consent of Independent Auditors

We consent to the incorporation by reference inRbgistration Statement Form S-3 (No. 333-61918)ratated Prospectus of Highwoods
Properties, Inc. of our report on the consoliddteancial statements of J. C. Nichols Company arub&liaries as of December 31, 1997 and
for each of the years in the three-year period #rated, which was dated March 6, 1998.

/sl KPMG Peat Marwi ck LLP

Cct ober 29, 1998

End of Filing
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