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10,000,000 SHARES

HIGHWOODS PROPERTIES, INC. (LOGO APPEARSHERE)
COMMON STOCK

Highwoods Properties, Inc. ("Highwoods" or the "Gmmy") is a self-administered and sel&naged real estate investment trust ("REIT")
owns and operates a portfolio of 102 suburbaneffioperties and 98 industrial (including 62 sexvienter) properties located in Raleigh-
Durham, Winston-Salem, Greensboro and CharlottetiNDarolina; Nashville, Tennessee; and Richmondjida. The Company is the
largest full service public real estate companianth Carolina. The Company has entered into a areaagreement with Crocker Realty Tri
Inc. ("Crocker") pursuant to which Highwoods witlquire Crocker's 58 suburban office properties Hhdervice center properties located in
the Southeastern United States (the "Merger"). idsg consummation of the Merger, which is expedttedccur in the third quarter of 1996,
Highwoods will become one of the largest full seevieal estate operating companies in the Southsmetializing in the ownership,
management, acquisition and development of subusffene and industrial properties.

All of the shares of common stock, par value $.8dghare, of the Company (the "Common Stock") effdrereby (the "Offering") are being
sold by the Company. The Common Stock is listetherNew York Stock Exchange (the "NYSE") undersimbol "HIW." On June 20,
1996, the last reported sale price of the CommonkStn the NYSE was $26 7/8. See "Price Range air@on Stock and Distribution
History."

SEE "RISK FACTORS" BEGINNING ON PAGE S-10 HEREIN ANON PAGE 4 IN THE ACCOMPANYING PROSPECTUS FOR
CERTAIN FACTORS RELEVANT TO AN INVESTMENT IN THE CBIMON STOCK.

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

CRIMINAL OFFENSE.

[CAPTION]
PRICE TO UNDERWRITING PROCEEDS TO
PUBLIC DISCOUNT(1) COMPANY(2)
Per Share........cocovevvieeiieciececces . $26.875 $1.41 $25.465
Total (3)eeivveeeeirieeiriiieeeee e . $268,750,000 $14,100,000 $254,650,000

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

(2) Before deducting estimated expenses payabtbebZompany of $750,000.

(3) The Company has granted the Underwriters aiompd purchase up to an additional 1,500,000 shaif€ommon Stock to cover over-
allotments. If all of such shares are purchasedidtal Price to Public, Underwriting Discount @ibceeds to Company will be
$309,062,500, $16,215,000 and $292,847,500, raspbctSee "Underwriting."

THE ATTORNEY GENERAL OF THE STATE OF NEW YORK HASNOT PASSED ON OR ENDORSED THE MERITSOF THIS
OFFERING. ANY REPRESENTATION TO THE CONTRARY ISUNLAWFUL.

The shares of Common Stock are offered by the abldnderwriters, subject to prior sale, when, asidelivered to and accepted by them,
subject to approval of certain legal matters bynsali for the Underwriters. The Underwriters resdheeright to withdraw, cancel or modify
such offer and to reject orders in whole or in pliis expected that delivery of the Common Stoffkred hereby will be made in New York,
New York on or about June 26, 19!

MERRILL LYNCH & CO.

DEAN WITTER REYNOLDSINC.



MORGAN STANLEY & CO.
INCORPORATED

PAINEWEBBER INCORPORATED
PRUDENTAL SECURTESINCORPORATED
THE ROBINSON-HUMPHREY COMPANY, INC.
SCOTT & STRINGFELLOW, INC.

The date of this Prospectus Supplement is June 20, 1996.



(Highwoods logo)
(A map of the southern part of the United Stateswahg the original market areas and expansion nisuidgpear here)

* ASSUMES COMPLETION OF THE MERGER. NO ASSURANCE GIABE GIVEN THAT THE MERGER WILL BE
CONSUMMATED. SEE "RISK FACTORS" HEREIN AND IN THEROSPECTUS AND "RECENT DEVELOPMENTS" HEREIN.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERMAY OVER-ALLOT OR EFFECT TRANSACTIONS WHICH
STABILIZE OR MAINTAIN THE MARKET PRICE OF THE COMMO STOCK AT A LEVEL ABOVE THAT WHICH MIGHT
OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH TRANSAQDNS MAY BE EFFECTED ON THE NEW YORK STOCK
EXCHANGE, IN THE OVER-THE- COUNTER MARKET OR OTHERWBE. SUCH STABILIZING, IF COMMENCED, MAY BE
DISCONTINUED AT ANY TIME.
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PROSPECTUS SUPPLEMENT SUMMARY

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

(I) "COMPANY" OR "HIGHWOODS" SHALL MEAN HIGHWOODS ROPERTIES, INC., PREDECESSORS OF HIGHWOODS
PROPERTIES, INC. AND THOSE ENTITIES OWNED OR CONTR@D BY HIGHWOODS PROPERTIES, INC., INCLUDING
HIGHWOODS/FORSYTH LIMITED PARTNERSHIP (THE "OPERANIG PARTNERSHIP"), (Il) "CROCKER" SHALL MEAN
CROCKER REALTY TRUST, INC., ITS PREDECESSORS AND @HE ENTITIES OWNED OR CONTROLLED BY CROCKER, ()
"HIGHWOODS PROPERTIES" SHALL MEAN THE 102 SUBURBAQFFICE AND 98 INDUSTRIAL (INCLUDING 62 SERVICE
CENTER) PROPERTIES OWNED BY THE COMPANY, (IV) "CRBER PROPERTIES" SHALL MEAN THE 58 SUBURBAN OFFICE
AND 12 SERVICE CENTER PROPERTIES OWNED BY CROCKERDB (V) "PROPERTIES" SHALL MEAN THE HIGHWOODS
PROPERTIES AND THE CROCKER PROPERTIES COMBINED. AINFORMATION ABOUT THE PROPERTIES AS OF MARCH 3
1996 INCLUDES THE SEVEN PROPERTIES ACQUIRED BY THEOMPANY ON APRIL 1, 1996 FROM EAKIN & SMITH, INC. AD
THEIR AFFILIATES ("EAKIN & SMITH") AND EXCLUDES INFORMATION ABOUT TWO PROPERTIES PLACED IN SERVICE BY
THE COMPANY AFTER MARCH 31, 1996.

THE COMPANY
GENERAL

The Company is a self-administered and self-man&fgd that owns and operates a portfolio of 20Qpprtes (the "Highwoods Properties")
located in Raleigh-Durham (the "Research TriangM/inston-Salem/Greensboro (the "Piedmont TriadQ &harlotte, North Carolina;
Nashville, Tennessee; and Richmond, Virginia. Thghiwoods Properties consist of 102 suburban offioperties and 98 industri

(including 62 service center) properties, contairaggregate of approximately 10.3 million rentadrjeare feet and are leased to
approximately 1,100 tenants. At March 31, 1996 Highwoods Properties were 94% leased. The Compksmyowns approximately 215
acres of land for future development. All of thevelepment land is zoned and available for officd artustrial development, 178 acres of
which have utility infrastructure already in pladdie Company conducts substantially all of its\atigis through, and all of its properties are
held directly or indirectly by, Highwoods/Forsytlintited Partnership (the "Operating Partnershipfwhich the Company is the sole general
partner.

The Company has entered into a merger agreemdanGnitcker Realty Trust, Inc. ("Crocker") pursuantthich Highwoods will acquire
Crocker's 58 suburban office properties and 12igesenter properties (the "Crocker Propertiestjiclv are located in 15 markets through
the Southeastern United States (the "Merger"). Adisg consummation of the Merger, which is expettedccur in the third quarter of 1996,
Highwoods will own an aggregate of 270 suburbaitefind industrial properties, containing 15.9 imillrentable square feet, which were
94% leased at March 31, 1996. The Company belignatshe Merger provides Highwoods a unique investnopportunity for future growth
by allowing the Company to expand and diversifyopperations to growth-oriented markets throughbet3outheast.

BUSINESS STRATEGY
Since becoming a public company in June 1994 stiieen Highwoods' strategy to:
(Bullet) Diversify its initial suburban office pddlio to include industrial and service center pdjes;

(Bullet) Expand its geographical presence to sete&poutheastern markets with growth and demogralsiacteristics similar to its existing
markets;

(Bullet) Effectively manage growth through the aisifion of management expertise along with adddiqroperties;
(Bullet) Maintain a flexible and conservative cap#tructure; and
(Bullet) Build an efficient, customer service-oried regional organization.
RECENT DEVELOPMENTS
PENDING ACQUISITION OF CROCKER REALTY TRUST, INC.

GENERAL. On April 29, 1996, the Company entered iabh Agreement and Plan of Merger (the "Merger Agrent") with Crocker Realty
Trust, Inc. As a result of the Merger, Highwoodd atquire 58 suburban office properties

S-3



and 12 service center properties located in 15Hg@stern markets in Florida, North Carolina, Sdaholina, Tennessee, Georgia, Virginia
and Alabama. The Crocker Properties encompass ilidnmentable square feet and, at March 31, 198&e 95% leased. For a description
of the properties to be acquired in the Merger,"Bessiness and Properties -- The Crocker Propetties

Under the terms of the Merger Agreement, the Compalh acquire all of the outstanding capital stawfkCrocker in exchange for a cash
payment of $11.02 per share, subject to certainsaaiients. Based on Crocker's 26,981,087 sharagsibinding capital stock at May 31,
1996, the purchase price will total approximate2@® million. In addition, the Company will cash aetrtain existing options and warrants to
purchase Crocker common stock for an estimatedillibn and assume approximately $240 million @b€ker's currently outstanding
indebtedness. In connection with the Merger, thenany has also entered into a Stock Purchase Agrigithe "Stock Purchase
Agreement") with certain of Crocker's stockholdels collectively own approximately 83% of Crockeslgstanding common stock, which
obligates such stockholders to sell their sharésedCompany at a cash price of $11.02, subjetttdcame adjustments as required under the
Merger Agreement. The Merger Agreement and thek3farchase Agreement may be terminated by the cégpgarties only in certain
limited circumstances. In addition, under the teahthe Merger Agreement, certain specified assettliabilities of Crocker will not be
acquired by the Company. See "Recent DevelopmeRsnding Acquisition of Crocker Realty Trust, Ihc.

MANAGEMENT OF CROCKER PROPERTIES. Upon completidrttee Merger (or if earlier, June 30, 1996), Cratkéhree senior officer
Thomas J. Crocker, Richard S. Ackerman and Rohddiriisko, will resign as officers and directoraQybcker. See "Risks Factors -- Risks
Associated with Rapid Growth." Following the consnation of the Merger, Highwoods will retain thedees of several key Crocker
employees who will be responsible for managinggaificant portion of the Crocker Properties. Seec&nt Developments -- Pending
Acquisition of Crocker Realty Trust, Inc." and "Grganizational Changes."

EAKIN & SMITH TRANSACTION

On April 1, 1996, the Company completed a mergéh ®akin & Smith and its affiliates ("Eakin & Smi)hcombining their property
portfolios, management teams and business opesafitmough the combination, the Company succeemdtttownership of seven suburban
office buildings totaling 848,000 square feet, & 000-square foot suburban office development ptpje8 acres of development land and
Eakin & Smith's brokerage and property managemgetagions. All the properties and development laredlocated in Nashville, Tennessee.
At March 31, 1996, the properties acquired in th&ik & Smith Transaction were 97% leased.

The aggregate cost to the Company of the Eakin &Shransaction, assuming the completion of therioeess development project, was
approximately $98.5 million payable through theiesce of 537,138 limited partnership units ("Unif'the Operating Partnership and
489,421 shares of the Common Stock, the assumpti87 million of indebtedness (with a weighted raxge fixed rate of 8.0%), and cash
payments of approximately $33 million. The aggregaist excludes deferred payments totaling 54,886fs of Common Stock, which are
attributable to Eakin & Smith's brokerage and propmanagement operation; the payments will be noage a four-year period provided
certain annual operating measurements are achieved.

As part of the Eakin & Smith Transaction, the thpeiacipals of Eakin & Smith, Inc. received optiawspurchase 105,000 shares of Common
Stock at $27.50 per share. Such options vest indqual annual installments beginning with the selcanniversary of the date of grant. Such
principals also received warrants to purchase T&0shiares of Common Stock for $28.00 per sharaddiition, John W. Eakin and Thomas
S. Smith were added to the Company's Board of Rirec

DEVELOPMENT ACTIVITY

The following table summarizes the three develogrpesiects placed in service by the Company duti®g6:

RENTABLE INITIAL
PROPERTY PROPERTY TYPE LOCATION SQUARE FEET COST
Hewlett Packard  Office Piedmont Tria d 15,000 $ 1,000,000
Global Software  Office Research Tria ngle 92,700 7,500,000
Regency One Industrial Piedmont Tria d 127,600 3,500,000
Total 235,300 $12,000,000



The Company has eight suburban office propertiesoame industrial property under development togali81,000 square feet of space. The
following table summarizes these projects:

ESTI MATED

RENTABLE ESTIMATED PERCENT COMP LETION
OFFICE PROPERTIES LOCATION SQUARE FEET COST PRELEASED D ATE
MSA Research Triangle 57,000 $ 6,200,000 100% 4 Q96
Healthsource Research Triangle 180,000 14,400,000 100 4 Q96
One Shockoe Plaza Richmond 118,000 15,000,000 100 4 Q96
Highwoods One Richmond 126,000 12,500,000 0 4 Q96
Situs One Research Triangle 58,000 5,100,000 58 4 Q96
Maryland Way Nashville 103,000 11,500,000 50 4 Q96
Inacom Piedmont Triad 13,000 900,000 100 4 Q96
North Park Research Triangle 40,000 4,000,000 40 1 Q97
Total or Weighted Average 695,000 $69,600,000 67%
INDUSTRIAL PROPERTY
Regency Two Piedmont Triad 96,000 $ 2,800,000 39% 4 Q96
Total or Weighted Average 791,000 $72,400,000 66%

Following the Merger, the Company will continue €ker's development of an approximately 81,000-st@ot office building in Center
Point Office Park in Columbia, South Carolina. Gcexcowns the other office building in the park, athbuilding was 100% leased at March
31, 1996. The total cost of the project is expetbelde approximately $7.6 million, including therpliase of the land. Pursuant to a contract
entered into with the contractor, the constructiosts are fixed. The building is expected to bemetad in the fourth quarter of 1996 and is
approximately 50% pre-leased.

OTHER PENDING ACQUISITIONS

The Company has entered into agreements to adsdrsuburban office properties: one in RichmondgViia and the other in Nashville,
Tennessee. The properties encompass 155,000 $gatie the aggregate and will be acquired atal taist of $15.3 million. The purchase
price will be funded through a $10.4 million castyment and the assumption of a $4.9 million, 8. 7@¥-recourse mortgage loan.
Additionally, the Company has entered into a letfentent to acquire two suburban office propertietaling 224,000 square feet and three
acres of land in Nashville and Charlotte in excleafug 305,438 Units and $5.7 million in cash.

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

CREDIT FACILITY. In March 1996, the Company closed a $140 million unsecured credit facility (therédit Facility"), which replaced :
$80 million secured facility. The Credit Facility with NationsBank, First Union National Bank oftfoCarolina and Wachovia Bank of
North Carolina and requires monthly payment ofrieée and matures on September 30, 1999. The imtexest rate on the Credit Facility
LIBOR plus 150 basis points. The interest rate adljust based on the Company's senior unsecurdi @#ng within a range of LIBOR plus
100 basis points to LIBOR plus 175 basis points f@placement of the secured facility with the @rEdcility enhanced the Company's
financial flexibility by releasing the liens on pdoperties with a book value of approximately $226ion.

FINANCING OF THE EAKIN & SMITH TRANSACTION. The Comany financed the Eakin & Smith Transaction throtlghissuance of
537,138 Units and 489,421 shares of Common Sthekassumption of $37.0 million of mortgage indebht=s$ and a $26.6 million draw on
the Credit Facility. The mortgage indebtednessrassuhas an average fixed rate of approximately B&@aa average remaining life of
approximately six years. Approximately $5.5 milliohthe mortgage indebtedness is fixed at a rale#¥f to the maturity date of the
underlying debt through the use of an interestsatap. Further, the Company entered into a five;y&a0 million interest rate swap
agreement that commences in January 1997 andie#figcixes $7.0 million of the Company's varialége debt at 8.0%.
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FINANCING OF THE PENDING MERGER. In connection withe Merger, the Company obtained a commitment fikationsBank and
First Union National Bank of North Carolina for 239 million revolving line of credit (the "RevolgnLoan"). The Revolving Loan will
replace the Credit Facility and will be used togethith the proceeds from the Offering to fund kherger.

The Revolving Loan will be unsecured for the fingte months and will bear interest at a rate of@Bplus 150 basis points. After the initial
nine-month period, the Revolving Loan will eitheneert to a secured loan with a maturity date tearg from its closing date or to an
unsecured loan maturing on July 31, 1999. The RéwplLoan will remain unsecured if the Company gates at least $300 million of net
proceeds from equity offerings (including the pred® from this Offering) during the initial nine-ntbrperiod and meets certain covenants,
including covenants relating to debt ratios, talegitet worth and interest coverage.

If the Revolving Loan remains unsecured after tiiggal nine-month period, it would have an interesde that ranged from LIBOR plus 100
basis points to LIBOR plus 175 basis points basethe Company's senior unsecured credit ratintpelfoan converts to a secured facility,
the Company will be required to pledge assetsast lequal in value to 60% of the outstanding amotitiie Revolving Loan and the interest
rate will equal LIBOR plus 175 basis points.

Also in connection with the Merger, the Companyl wisume approximately $239.5 million of indebtesinat an average rate of 8.57%. This
indebtedness includes: (i) a $140 million mortgagte (the "Mortgage Note") with a fixed rate of % %ii) variable rate mortgage loans in the
aggregate amount of $69.4 million with a weightedrage interest rate of 9.4% at March 31, 1996 and

(iii) fixed rate mortgage loans in the amount o0#3million with a weighted average interest r&t8.8%.

The Company is currently considering various atiiues related to the $99.5 million of indebtedrtesse assumed in the Merger other than
the Mortgage Note. The Company may repay this itetitess with the proceeds from the issuance adresénior unsecured debt or
conventional mortgage debt. To limit its exposuréntreasing interest rates, the Company has ehtete a forward-starting $75 million
interest rate swap agreement that commences orrSeet 15, 1996. The interest rate swap maturegepte®ber 15, 2003 and will limit the
Company's exposure to increases in interest ratedtloer $75 million of LIBOR based floating raterlbwings or $75 million of fixed rate
debt issued in the future. Upon commencement oifntieeest rate swap, the Company will pay the cewparty a fixed rate of 7.02% while t
counterparty will pay the Company an amount equ&Q-day LIBOR.

PRO FORMA CAPITALIZATION. Assuming completion oféhOffering and the Merger, the Company's pro fodelat as of March 31, 19
would have totaled $554.8 million and would haveresented 38% of total market capitalization (based stock price of $26 7/8). The
Company's pro forma interest coverage ratio (ddfemincome before minority interest plus depréemisénd amortization and interest
expense divided by contractual interest expensehtoquarter ended March 31, 1996 would have eguaiB4x.

ORGANIZATIONAL CHANGES

On May 20, 1996, the Company announced certainggsato its organizational structure, which wilballthe Company to utilize its existing
senior management for overall leadership whilenglddvantage of certain members of Crocker's manageto integrate Crocker into the
Highwoods organization. These changes will proyideperty and market specific experience to the dnatbportfolio. The Company
believes that upon the completion of the Mergepraximately 85% of its portfolio will be manageddaleased on a day-to-day basis by
personnel that have previously managed, leasedwalabed the properties for which they are resiesi

In connection with the organizational changes, Ml T. Wilson, 11l was appointed to the newly cezhposition of executive vice president
and chief operating officer. Mr. Wilson will assumesponsibility for all aspects of the Companyidgional operations and the Company's
acquisition group. Prior to this appointment, heved as executive vice president and was resp@nfibkhe operations of the Forsyth
division, which included the operations of the i@t Triad and Charlotte area properties. JohndecR Il will assume Mr. Wilson's
responsibilities with respect to the Piedmont Tidagia properties and will serve the Company aseptiesident. Mr. Reece was previously
responsible for the leasing, marketing and devetqractivities of the Forsyth division. In additjialohn W. Eakin has been appointed as
senior vice president and will be responsible fogrations in Tennessee (Nashville and Memphish#tisa and Florida (Tampa, Boca Raton,
Orlando and Jacksonville). Since joining the ConyparApril 1996
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in connection with the Eakin & Smith Transaction,. EMakin has been responsible for the Company'shlées operations.

Upon completion of the Merger, Highwoods will retéihe services of several key Crocker employeeswitite responsible for managing a
significant portion of the Crocker Properties, udihg Thomas F. Cochran who will manage the Comgdnysiness in Charlotte, North
Carolina, Greenville, South Carolina, and Atlait@aorgia; Michael E. Harris, who will be responsifidethe management of the properties in
the Memphis, Tennessee area; Scott |. Peek, Jo.withmanage the Company's business in the Ta@pdando and Jacksonville, Florida
areas and Timothy F. Vallace, who will manage toedRaton area properties. See "Recent Developmdpénding Acquisition of Crocker
Realty Trust, Inc." and " -- Organizational Changes

THE PROPERTIES

The following table sets forth certain informatiainout the Properties as of March 31, 1996:

ANNUALIZED RENT AL REVENUE (1)
OFFICE INDUS TRIAL
PROPERTIES PROPERT IES (2) TOTAL

......................... $ 86,585,628 $ 16, 053,429 $102,639,057

......................... 58,467,277 8,
......................... $145,052,905 $ 24,

RENTABLE S
OFFICE INDUS
PROPERTIES PROPERT
......................... 6,389,737 3,
......................... 4,449,739 1,

N 10 = 1O 10,839,476 4,

PERCENT L
INDUSTR
OFFICE  PROPERT
PROPERTIES )

Highwoods Properties...........cccccceevveerninnen. 95%(3) 91
Crocker Properties.... 95(5) 93
Weighted average.................. 95% 92

WEIGHTED AVERAGE

919,366 67,386,643
972,795 $170,025,700

QUARE FEET

TRIAL

IES(2) TOTAL
674,951 10,064,688
212,084 5,661,823
887,035 15,726,511

EASED

IAL

IES  WEIGHTED
AVERAGE

%(4) 94%

(6) 95

% 94%

AGE (YEARS)(7)

INDUSTR IAL
OFFICE PROPERT IES WEIGHTED
PROPERTIES 2) AVERAGE
Highwoods Properties......cccccovcvevvieenicecees e 10.4 9. 2(8) 10.2
Crocker Properties.........ccoccveenns 8.9 11. 2 9.2
Weighted Average (5) 9.8 9. 7 9.8

(1) Annualized Rental Revenue is March 1996 remta¢nue (base rent plus operating expense pasgittepmultiplied by 12.

(2) Includes 74 service center properties, 12 attvlre Crocker Properties.

(3) Includes 23 single-tenant properties compridirigmillion rentable square feet and 61,000 rdatafuare feet leased but not occupied.
(4) Includes 17 single-tenant properties compridirigmillion rentable square feet and 27,000 rdatafuare feet leased but not occupied.
(5) Includes 13 single-tenant properties comprigiigj,000 rentable square feet and 68,000 rentgbkers feet leased but not occupied.
(6) Includes three single-tenant properties conmyi58,000 rentable square feet and 14,000 sdearéeased but not occupied.

(7) Weighted according to Annualized Rental Revenue

(8) Excludes Ivy Distribution Center. lvy is a 4000-rentable square foot warehouse, which was nmtstl in stages. A portion of the
building was built in 1930; major expansions todégce in the mid-1940s, mid-1950s and 1981. In 1889 entire property was renovated to
convert it from a manufacturing facility to a waceise.
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The following table sets forth certain informatiainout the Properties in each of the 16 market$ Emoch 31, 1996:

Research Triangle, NC.........ccocoeeeviiinieene
Piedmont Triad, NC.............ccooeeieiiennnn.
Nashville, TN.....

Boca Raton, FL.
Greenville, SC...
Memphis, TN.....
Richmond, VA...
Atlanta, GA........
Columbia, SC

Orlando, FL.......
Birmingham, AL
Norfolk, VA........
Jacksonville, FL
Asheville, NC.

(1) Includes 74 service center properties.

Shares Offered.........ccccevvvveiriinenneens
Shares to be Outstanding After the Offering........
Use of Proceeds.........ccceevvveevineeniinnenns

NYSE Symbol........ccooeviiiiiiiiieeiieeeis

ANNUALIZED
OFFICE INDUSTRIAL TOTAL RENTABLE RENTAL
PROPERTIES PROPERTIES (1) PROPERTIES SQUARE FEET  REVENUE
61 4 65 4,078,229 $53,994,987
23 78 101 4,296,563 27,684,440
7 3 10 1,192,511 15,095,578
20 -- 20 1,155,483 14,170,231
12 16 28 1,253,847 13,088,036
3 -- 3 506,834 9,682,756
5 2 7 687,150 7,501,621
5 -- 5 382,131 7,232,995
10 1 11 481,908 5,284,603
2 3 5 706,745 4,948,214
5 -- 5 318,713 4,011,072
2 -- 2 200,796 2,011,534
1 -- 1 111,905 1,632,892
1 1 2 179,006 1,481,603
1 -- 1 50,513 1,104,854
1 1 2 124,177 1,100,284
159 109 268 15,726,511 $170,025,700

THE OFFERING

... 10,000,000 (1)
... 34,168,560 (2)

. The Company intends to use the net proceeds to
purchase price of all of the outstanding share
Trust, Inc.

. "HIwY

fund a portion of the
s of Crocker Realty

(1) Assumes the Underwriters' over-allotment optmpurchase up to 1,500,000 shares of Common $touit exercised. See

"Underwriting."

(2) Includes (a) 29,898,970 shares of Common Stimtle outstanding after the Offering and (b) 4,280,shares of Common Stock that may
be issued upon redemption of outstanding Unitsclwvhire redeemable by the holder for cash or, abikien of the Company, shares of
Common Stock on a one-for-one basis. Exclude90)®0 shares of Common Stock reserved for issugpae exercise of options granted
pursuant to the Amended and Restated 1994 StodkrOPRlan, (ii) 250,000 shares of Common Stock thay be issued upon the exercise of
warrants granted to certain officers in connectidgthh certain property acquisitions and (iii) 54,086ares of Common Stock that may be
issued in connection with the Eakin & Smith Trarigacand 40,000 shares of Common Stock that magswed upon redemption of Units

that may be issued in connection with certain prigpgcquisitions.
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SUMMARY SELECTED FINANCIAL DATA

The following table sets forth selected financiadl @perating information for the Company on a norfa basis for the year ended December
31, 1995 and as of and for the three months endadivB1, 1996. The following table also sets feglected financial and operating
information on an historical basis for the Compé#arythe period from June 14, 1994 (commencemenpefations) to December 31, 1994,
for the year ended December 31, 1995 and for tlee ttnonths ended March 31, 1996 and 1995. Theafmitpinformation should be read in
conjunction with the financial statements and nditeseto incorporated by reference herein and tbéggma financial statements and notes
thereto included and incorporated by referenceihere

The pro forma operating data for the year endeeBéder 31, 1995 assumes that the Forsyth Transatii®iResearch Commons Acquisiti
the Other Acquisitions, the Second Offering, th&d ffering, the Eakin & Smith Transaction, the fger and this Offering all occurred as
of January 1, 1995. The pro forma balance sheet &rch 31, 1996 assumes that this Offering, thkifc& Smith Transaction and the
Merger all occurred on March 31, 1996. The pro fawwperating data for the three months ended Match @6 assumes that this Offering,
the Eakin & Smith Transaction and the Merger oaatias of January 1, 1995.

The pro forma information is based upon certaiggions that are included in the notes to thefpnma financial statements incorporated
by reference herein and the pro forma financidgkstents included elsewhere in this Prospectus Sappit. The pro forma financial
information is unaudited and is not necessarilydative of what the financial position and reswtoperations of the Company would have
been as of and for the periods indicated, nor dqagport to represent the future financial pasitand results of operations for future peri

HISTORICAL
PRO FORMA PRO FORMA JUNE 14,
THREE MONTHS END ED THREE MONTHS ENDED YEAR ENDED  YEA R ENDED 1994 TO
MARCH 31, MARCH 31, DECEMBER 31, DECE MBER 31, DECEMBER 31,
1996 1996 1995 1995 1995 1994
OPERATING DATA:
Total revenue................. $ 45,850 $23,757 $12,846  $172,142 $ 73,522 $ 19,442
Rental property operating
EXPENSES.......cccevnuinns 13,437(1 ) 6,154(2) 3,053(2) 46,225(1) 17,049(2) 5,110(2)
General and administrative.... 1,284 934 523 4,218 2,737 810
Interest expense.............. 11,739 3,951 2,470 48,122 13,720 3,220
Depreciation and
amortization................ 6,755 3,716 1,921 26,587 11,082 2,607
Income before minority
interest..........ccocueue 12,635 9,002 4,879 46,990 28,934 7,695
Minority interest............. (1,579) (1,571) (800) (5.874) (4,937) (808)
Income before extraordinary
item..n, 11,056 7,431 4,079 41,116 23,997 6,887
Extraordinary item-loss on
early extinguishment of
debturiireiennn. - - (875) - (875) (1,273)
Net income........c.ccoc..... $ 11,056 $ 7,431 $ 3,204 $41,116 $ 23,122 $ 5,614
Net income per common share... $ 037 $ 038 $ 029 $ 1.38 $ 1.49 $ .63
BALANCE SHEET DATA
(AT END OF PERIOD):
Real estate, net of
accumulated depreciation.... $1,225,525 $602,276 $429,556 $ - $5 93,066 $207,976
Total assets...........c...... 1,288,157 632,644 455,909 -- 6 21,134 224,777
Total mortgages and notes
payable..........cccceenee 554,831 196,718 140,698 -- 1 82,736 66,864
OTHER DATA:
Number of in-service
properties...........c...... 268 191 108 -- 191 44
Total rentable square feet.... 15,727,000 9,211,000 6,914,000 -- 9,2 15,171 2,746,219

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

(2) Rental property operating expenses includeisalareal estate taxes, insurance, repairs andt@emaince, property management, security
and utilities.
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RISK FACTORS

THIS PROSPECTUS SUPPLEMENT CONTAINS FORWARD-LOOKINS3ATEMENTS. ACTUAL RESULTS MAY DIFFER
SIGNIFICANTLY FROM THOSE PROJECTED IN THE FORWARDAOKING STATEMENTS. FACTORS THAT MIGHT CAUSE
SUCH A DIFFERENCE INCLUDE, BUT ARE NOT LIMITED TOTHOSE DISCUSSED BELOW AND IN THE PROSPECTUS UNDER
"RISK FACTORS." AN INVESTMENT IN THE COMMON STOCKNVOLVES VARIOUS RISKS. PROSPECTIVE INVESTORS
SHOULD CAREFULLY CONSIDER THE FOLLOWING INFORMATIONN CONJUNCTION WITH THE OTHER INFORMATION
CONTAINED IN THIS PROSPECTUS SUPPLEMENT AND THE PBRECTUS BEFORE PURCHASING COMMON STOCK IN THE
OFFERING.

RISKS ASSOCIATED WITH RAPID GROWTH

The Company is currently experiencing a periodapia growth. After giving effect to the Eakin & SimiTransaction and the Merger, the
Company's property portfolio will have increaseahfr193 properties, consisting of approximatelyrfillion rentable square feet, to 270
properties, consisting of approximately 15.9 milli@ntable square feet. The Company's ability toage its growth effectively will require it
to integrate successfully the Eakin & Smith managetnteam and those members of the Crocker managéeaen who will continue with tt
Company after the Merger into its existing managars#&ucture. In connection with the Eakin & Sniltansaction, the Company retained
of Eakin & Smith's 46 employees. Furthermore, inrerction with the Merger, the Company expects tbagproximately 50 administrative,
property management, leasing, marketing and mantpersonnel employed by Crocker. There can lassirance that the Company will
be able to integrate these additional employeesiigtorganization or to manage the combined opersieffectively. Furthermore, the
inability of the Company to integrate the Properiiea timely and efficient manner could have aveask effect on the Company's business.

Upon completion of the Merger, four former officefsCrocker will join the Company as vice presidefithomas F. Cochran will manage the
Charlotte division, which includes Greenville, So@arolina and Atlanta, Georgia; Michael E. Hawil manage the Memphis division;
Scaott I. Peek, Jr. will manage the Tampa divisighich includes Jacksonville and Orlando; and TimgdthVallace will manage the Boca
Raton division. Thomas J. Crocker, the chairmathefboard and chief executive officer of Crockachard S. Ackerman, the president and
chief operating officer of Crocker, and Robert Eisko, the vice president and chief financial adfiof Crocker, will not join the Company.
There can be no assurances that the Company vableeto integrate successfully the Crocker Prageeihto its portfolio without them.
Furthermore, it is expected that Messrs. Crockekefman and Onisko will continue to be engagedhiéndommercial real estate business
following the Merger. As part of their severanceesgnents, Messrs. Crocker, Ackerman and Onisko agreed not to compete with the
Company within the city limits of Boca Raton, Fhaifor periods ranging from 12 months (Mr. Onist@}8 months (Messrs. Crocker and
Ackerman), except with respect to certain contréwas Mr. Crocker has to manage certain officequty owned by third parties and with
respect to a mixed-use retail and office compleavkmas Mizner Park, which is owned by Mr. CrocKatherwise, Messrs. Crocker,
Ackerman and Onisko will be able to compete witlh @ompany in all of its markets. See "Recent Dgyrakents -- Pending Acquisition of
Crocker Realty Trust, Inc. -- Management of CrodResperties." Finally, there can be no assuraraiettie Merger will be consummated. See
"Recent Developments -- Pending Acquisition of ®eydRealty Trust, Inc."

RISK OF FAILURE OF CROCKER TO QUALIFY ASA REIT

Upon consummation of the Merger, Crocker will beecasubsidiary of the Operating Partnership. Exfieithe Federal and state income
taxes that might be payable upon the distributiocestain assets that will be distributed direathindirectly to the stockholders of Crocker
prior to the Merger (the "Excluded Assets"), therybgr has been structured to defer any tax recagnit Crocker. To accomplish this, the
Company intends to maintain Crocker's separatesstat an operating REIT. To maintain Crocker's Riéifus, the Company intends to c:
Crocker to sell a sufficient amount of common sttxhkt least 110 individuals to enable Crocker tetrthe test for qualification of a REIT
under Section 856(a)(5) of the Internal RevenueeCafdl986, as amended (the "Code"). The aggregadeiat of common stock to be issued
to such minority stockholders is not expected toeex 1.0% of the equity of Crocker.

The Company expects Crocker at all times to maintaistatus as a REIT and to continue to be orgainand operated so as to maintain its
qualification as a REIT. Since the ownership of&&er stock by the Operating Partnership is considlés be the ownership of a real estate
asset for purposes of the REIT qualification tests since distributions received from a REIT ammme included in both the 95% and 75%
income tests of Code Sections 856(c)(2) and

(3), the Company's qualification as a REIT showtlbe affected by the acquisition and ownershi@maicker. If, however, Crocker fails to
qualify as a REIT for any reason while its shamesaavned by the Company or
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the Operating Partnership, the Company will no tsrgualify as a REIT and the Company would be taacei it were a domestic corporation
and its stockholders would be taxed in the sameneraas stockholders of ordinary corporations. &t #vent, the Company could be subject
to potentially significant tax liabilities and, tlefore, the amount of cash available for distributio its stockholders would be substantially
reduced or eliminated.

Although the Company believes, and Crocker haessmted, that commencing with Crocker's taxable geded December 31, 1995,
Crocker has operated in such a manner so as tothee€bde requirements for qualification as a REdTassurances can be given that Crc
will qualify as REIT now or in the future. Crockedualification as a REIT is a condition to the Quamy's obligation to consummate the
Merger. See "Recent Developments -- Pending Adiuisof Crocker Realty Trust, Inc.” herein and "Eeal Income Tax Considerations” in
the Prospectus.

POSSIBLE ENVIRONMENTAL LIABILITIESASSOCIATED WITH THE CROCKER PROPERTIES

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

All of the Crocker Properties have been subjeabeassessments by independent environmental contuitethe last three years. The
environmental assessments of the Crocker Propérdies not revealed any environmental liability ttet Company believes would have a
material adverse effect on the Company's resulgpefations, liquidity or financial position takaa a whole, nor is the Company aware of
any such material environmental liability. Nevef#ss, it is possible that the assessments do wealrall environmental liabilities or that
there are material environmental liabilities of eththe Company is unaware. In addition, assumptiegarding the existence and
nonexistence of contamination and groundwater iogvbased on available sampling data, and themecaassurances that the data is reliable
in all cases. Moreover, there can be no assur&atdi} future laws, ordinances or regulations wdk impose any material environmental
liability or (ii) the current environmental conditi of the Crocker Properties will not be affectgddnants, by the condition of land or
operations in the vicinity of the Crocker Propest{such as the presence of underground storags)tamkby third parties unrelated to the
Company. The environmental assessments have reviaaléollowing:

(Bullet) A property located southwest of the Sallaproperty is listed on EPA's National Prioritysti(NPL). Groundwater at the site conte
elevated levels of inorganic metals and the sipeaps to be hydraulically upgradient from the Sa&hadroperty. Sampling at the
southwestern boundary of the Sabal VI propertycatid levels of inorganic metals in the groundwabsve the cleanup standards, while
levels of such constituents in the soil were nor@&an-up is ongoing at the NPL site, funded Ispoasible parties. Based on information
known to date, there is no indication that the S&baroperty is a source of this contaminationdainis unlikely that EPA or any other party
would seek to impose liability on the Company fog presence of such contaminants.

(Bullet) Contamination exists in groundwater at tWBL sites adjacent to and upgradient from the €n&se properties. Due to the geolog
the area, the consultant advised that samplingp@ptoperty would not
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definitively determine whether contamination froffisite had reached the Grassmere properties;ftivereno on-site sampling was
performed. Funded clean-ups are ongoing at both $ites. Based on information known to date, themoi indication that the Grassmere
properties are a source of the contamination, tisdunlikely that EPA or any other party would lsée impose liability on the Company for
the presence of such contamination.

(Bullet) Lead was detected above the federal adteel in drinking water from limited outlets atvem of the Crocker Properties. Federal law
only requires that public water suppliers takeactivhen this level is exceeded and requires netdiretion by the Company. Sampling was
limited and more thorough sampling would be regliiceaccurately determine the sources and levdksadfin those buildings. However, if
elevated lead levels do exist, it could presenptitential for allegations of liability from thindarties.

Some tenants use or generate hazardous substarntbhesordinary course of their respective busiresBeese tenants are required under their
leases to comply with all applicable laws and hageeed to indemnify the Crocker for any claims lasy from noncompliance. The
Company is not aware of any environmental problegsslting from tenants' use or generation of hamasdubstances. There are no
assurances that all tenants will comply with thenteof their leases or remain solvent and thaCtimpany may not at some point be
responsible for contamination caused by such tenant

SEE "RISK FACTORS" IN THE ACCOMPANYING PROSPECTUSFOR A DISCUSSION OF
CERTAIN OTHER FACTORSRELEVANT TO AN INVESTMENT IN THE COMMON STOCK.
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THE COMPANY
GENERAL

Highwoods Properties, Inc. ("Highwoods" or the "Gmamy") is a self-administered and self-managed RE#T owns and operates a portfolio
of 200 properties (the "Highwoods Properties”) tedan Raleigh-Durham (the "Research Triangle")n8tn-Salem/Greensboro (the
"Piedmont Triad") and Charlotte, North Carolina;sNaille, Tennessee; and Richmond, Virginia. Thehdigods Properties consist of 102
suburban office properties and 98 industrial (idetg 62 service center) properties, contain aneggge of approximately 10.3 million
rentable square feet and are leased to approxynBtEDO tenants. At March 31, 1996, the HighwoordspBrties were 94% leased. The
Company also owns approximately 215 acres of lanéuture development. All of the development lamdoned and available for office and
industrial development, 178 acres of which havigyinfrastructure already in place. The Compamayg lentered into a merger agreement with
Crocker Realty Trust, Inc. pursuant to which Higlnds will acquire Crocker's 58 suburban office prtipe and 12 service center properties
(the "Crocker Properties"), which are located imi#&rkets throughout the Southeastern United SftesMerger"). Assuming
consummation of the Merger, which is expected o the third quarter of 1996, Highwoods will mw&n aggregate of 270 suburban of
and industrial properties, containing 15.9 millimmtable square feet, thereby becoming one ofattgest full service real estate operating
companies in the Southeast, specializing in theepship, management, acquisition and developmestitwfirban office and industrial
properties. The Company believes that the Mergariges Highwoods a unique investment opportunityfdéure growth by allowing the
Company to expand and diversify its operationsraavth-oriented markets throughout the Southeast.

The Company conducts substantially all of its attig through, and all of its properties are hatectly or indirectly by, Highwoods/Forsyth
Limited Partnership (the "Operating Partnershiptje Company is the sole general partner of the &jpgyr Partnership and as of May 31,
1996, owned 82% of the partnership interests (thats") in the Operating Partnership and followthg Offering will own approximately
87% of the Units. The remaining Units are ownedifmjted partners (including certain officers andeditors of the Company). Each Unit o
be redeemed by the holder thereof for cash oheaCompany's option, one share (subject to ceadjirstments) of Common Stock. With
each such exchange, the number of Units ownedébZ&mpany and, therefore, the Company's perceirigggest in the Operating
Partnership, will increase.

In addition to owning the Highwoods Properties #reldevelopment land, the Operating Partnership@isvides services associated with
leasing, property management, real estate develupe@nstruction and miscellaneous tenant senfareiss properties as well as for third
parties. The Company conducts its third-party faseldl services through two subsidiaries of the Gipgr&artnership, Highwoods Services,
Inc. and Forsyth Properties Services, Inc. (thevise Companies"), and Forsyth-Carter Brokerage,d.. ("Forsyth-Carter Brokerage"), a
joint venture with Carter Oncor Internation

The Company was incorporated in Maryland in Felyrd®94. Its executive offices are located at 310®ketree Court, Suite 600, Raleigh,
North Carolina 27604, and its telephone numbe®19) 87:-4924. The Company also maintains regional offinebe Piedmont Triad,
Charlotte, Richmond and Nashville.

BUSINESS STRATEGY
Since becoming a public company in June 1994 stifeen Highwoods' strategy to:
(Bullet) Diversify its initial suburban office pddlio to include industrial and service center Edjes;

(Bullet) Expand its geographical presence to sete8poutheastern markets with growth and demograglsicacteristics similar to its existing
markets;

(Bullet) Effectively manage growth through the aisifion of management expertise along with addalqroperties;
(Bullet) Maintain a flexible and conservative cap#tructure; and
(Bullet) Build an efficient, customer service-oried regional organization.

DIVERSIFY PRODUCT TYPE. The Company's strategy b@sn to assemble a portfolio of properties thableniaito offer buildings with a
variety of cost, tenant finish and amenity choittet satisfy the facility needs of a wide rangéesfants seeking commercial space. This
strategy led, in part, to the Company's initial ddmation with Forsyth Properties, Inc. in Februa®g5 (the "Forsyth Transaction"), which
added a diverse mix of industrial and service aente
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properties (as well as additional office propeitiesits existing suburban office portfolio. The@pany sought to diversify its portfolio to
include industrial and service center propertiesabse (i) such properties are less managemensiméetihan most other classes of real estate,
thereby reducing both operating and administraxgenses; (ii) industrial and service center prigegenerally do not require significant
tenant improvement expenditures by the landloliddace tenants to lease space and, with respé@udistrial properties, tenants often make
substantial improvements to the properties, whichaase the likelihood of the tenant renewingeigsé; and (iii) the development cycle for
industrial and service center properties is reddyiwhort, thereby mitigating development periadsi The Company focuses on the
development and acquisition of facilities that nb@yadapted for lease to replacement tenants witlityaneeds different from the prior tene
even where the building was constructed on a loHslit basis for the initial tenant.

The Company seeks to acquire suburban office athbstrial properties at prices below replacement @ offer attractive returns, including
acquisitions of underperforming, high quality assatsituations offering opportunities for the Canpg to improve such assets' operating
performance. The Company will also continue to gega the selective development of suburban ofiie@ industrial projects, primarily in
suburban business parks, and intends to focus itmtoesuit projects and projects where the Complaay identified sufficient demand. In
build-to-suit development, the building is signé#itly pre-leased to one or more tenants prior tsttaction. Furthermore, the Company
believes that through build-to-suit projects, whadten foster strong long-term relationships betwiéee Company and the tenant, the
Company positions itself for future developmentj@cts as the facility needs of the tenant incredbe.Company also believes that its 215
acres of development land should provide it witompetitive advantage in its future developmenviigts. The Company will also
selectively seek opportunities for fee-producingalepment, management and brokerage businesshiithparty owners through the Serv
Companies and Forsyth-Carter Brokerage.

The Company may from time to time acquire propertiem property owners through the exchange ofdinithe Operating Partnership for
the property owner's equity in the acquired prapsriThe Units received by these property ownengldvbe redeemable for cash or, at the
Company's option, shares of Common Stock. In cdaiorewith these transactions, the Company may assoime outstanding indebtedness
associated with the acquired properties. The Cognpalieves that this acquisition method may pethétCompany to acquire properties at
attractive prices from property owners wishing méee into tax deferred transactions. Since the Gomis inception, it has acquired 94
properties, comprising 5.8 million rentable squaet using the foregoing structure.

EXPANSION OF GEOGRAPHIC FOCUS. The Company has kbta@jincrease the size of its portfolio by invegtin markets that, like the
Research Triangle, have strong demographic andetiorcharacteristics. This strategy was also a nreson for the Forsyth Transaction,
which broadened the Company's focus from beyondR#ésearch Triangle to the Piedmont Triad and Ctiarbneas of North Carolina, and
led to the Company acquiring substantial portfoifoRichmond, Virginia and Nashville, Tennesseee Tompany believes that the propet
located in these markets have the potential ovelaihg term to provide investment returns that erlagational averages. Each of the
Company's existing markets has experienced stromgoyment, population and household formation groexter the past five years and is
expected to continue to demonstrate strong growh the next five years.

The Merger is a logical extension of the Compaay(sansion strategy. The Crocker Properties aréddda four of the Company's existing
markets and 11 other Southeastern markets withagigtaracteristics, including favorable employmeaipulation and household formation
growth and favorable suburban office and indussigdply and demand conditions when compared tomataverages. The Merger would
allow the Company to build upon its positions mdtirrent markets and to establish an immediateepe in 11 additional markets located
throughout the Southeast.

MANAGED GROWTH STRATEGY. The Company's strategy bagn to focus its real estate activities in markdiere it believes its
extensive local knowledge gives it a competitiveaadage over other real estate developers andtopekgith less local experience,
particularly with regard to site selection, markdgbrmation and clients. Through the Forsyth Tramtism and its subsequent business
combinations with Ross-Kreckman in July 1995 anthwgiakin & Smith in April 1996, the Company waseld diversify its portfolio and to
expand its geographic focus to include the threpinidorth Carolina markets, as well as RichmondgWiia and Nashville, Tennessee. In
each of these transactions, the Company was abtaitttain its localized approach to real estatediybining with local real estate operators
with many years of development and management exyer in their respective markets. In each of timese markets, the Company has
established local offices containing separate dpeyalivisions staffed by experienced

S-14



local operators. Upon consummation of the Merder,Gompany will add an additional 11 markets witbpgrty-level management in place.
The Company would also continue to employ subsiliptall of Crocker's senior property level manageho are experienced with the real
estate operations of the properties and the leczdlastate market. The Company would also employdbCrocker's regional managers who
will continue to serve the Company in that capadith the addition of these key Crocker employédles,Company believes that upon
consummation of the Merger, approximately 85% opibrtfolio will be managed and leased on a daglap-basis by personnel that have
previously managed, leased or developed the piepdadr which they are or will be responsible. S8ecent Developments -- Pending
Acquisition of Crocker Realty Trust, Inc."

FLEXIBLE AND CONSERVATIVE CAPITAL STRUCTURE. The Gupany is committed to maintaining a flexible andiservative capital
structure that: (i) will allow it to grow throughedelopment and acquisition opportunities, (ii) pd®s the Company access to the capital
markets on favorable terms and (iii) promotes fitearnings growth.

Over the past year, the Company has concentratedlzamcing its financial flexibility by improvindsi capital structure. The Company
completed an equity offering in August 1995 of 41,8B9 shares of Common Stock at a public offeririgepof $24.50 per share, which raised
net proceeds of approximately $110 million. Prosefedm the equity offering were used to pay dowisting indebtedness and repay interim
debt. In March 1996, the Company expanded and ctad/és $80 million secured line of credit to ad®Imillion unsecured line of credit w
NationsBank, First Union National Bank of North Glama and Wachovia Bank of North Carolina. In coctien with the Merger, th

Company has obtained a commitment from NationsEentkFirst Union National Bank of North Carolinaréplace the current line of credit
with a new $250 million unsecured facility. See tRet Developments -- Financing Activities and Lidjty." The Company believes that
these efforts as well as the Offering demonstiaeompany's intention to maintain a flexible andservative capital structure. After giving
effect to the Merger and this Offering, the Compangtal debt to total market capitalization widl Bpproximately 38%.

EFFICIENT, CUSTOMER SERVICE-ORIENTED REGIONAL ORGARATION. The Company provides a complete line ddlrestate
services to its tenants and third parties. The Gompelieves that its in-house development, adiprisiconstruction management, leasing,
brokerage and management services allow it to resfmthe many demands of its existing and potetgimnt base, and enable it to provide
its tenants cost effective services such as boislit construction and space modification, inahgdienant improvements and expansions. In
addition, the breadth of the Company's capabildied resources, particularly its in-house leasimdjthird-party brokerage services, provides
it with market information not generally availataled gives the Company increased access to devehbpaoguisition and management
opportunities. The Company believes that the opwryafficiencies achieved through its fully intetgd organization also provide a
competitive advantage in setting its lease ratespaicing other services.

RECENT DEVELOPMENTS
PENDING ACQUISITION OF CROCKER REALTY TRUST, INC.

GENERAL. On April 29, 1996, the Company entered iah Agreement and Plan of Merger (the "Merger Agrent") with Crocker Realty
Trust, Inc., a Maryland corporation ("Crocker"). Asesult of the Merger, Highwoods will acquiresaburban office properties and 12
service center properties (the "Crocker Propeitiegated in 15 Southeastern markets in FloridatiNGarolina, South Carolina, Tennessee,
Georgia, Virginia and Alabama. The Crocker Propsréncompass 5.7 million rentable square feetairdarch 31, 1996, were 95% leased.
For a description of the properties to be acquimettie Merger, see "Business and Properties --ioeker Properties.”

Through the Merger, the Company will establishlitas one of the largest real estate operating eames in the Southeastern United States,
specializing in the ownership, management, acgaisdand development of suburban office and indalkpioperties. Upon consummation of
the Merger, the Company will have offices in No@arolina's three major markets, the Research TiBatfye Piedmont Triad and Charlotte;
as well as in Richmond, Virginia; Nashville and Mamis, Tennessee; and Tampa and Boca Raton, Flérdawing the Merger, the
Company will own 160 suburban office properties &t@ industrial (including 74 service center) pntigs (the "Properties"), totaling 15.9
million rentable square feet. At March 31, 199& Broperties were 94% leased. The Company belteaeshe Merger provides Highwood
unique investment opportunity for future growthdpwing the Company to expand and diversify itemgpions to growth-oriented markets
throughout the Southeast. Seventeen of the Crdtiagrerties are located in existing Company marleetd,the Company's substantial real
estate experience in these markets should allomfatagement and operational cost savings due twetes of scale. In addition, the
Crocker transaction
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enhances the Company's opportunities to engagegtesaccretive acquisitions and developments @ned the Company's markets due to
inherent cost savings of previously establishedlloeal estate management and infrastructure.

Under the terms of the Merger Agreement, the Compalh acquire all of the outstanding capital stawkCrocker in exchange for a cash
payment of $11.02 per share, subject to certainsaaiients. Based on Crocker's 26,981,087 millioneshaf outstanding capital stock at May
31, 1996, the purchase price will total approxirya$297 million. In addition, the Company will cashit certain existing options and warre
to purchase Crocker common stock for an estimade2l gillion and assume approximately $240 millidrCoocker's currently outstanding
indebtedness, having a weighted average interesof8.6%. In connection with the Merger, the Camphas also entered into a Stock
Purchase Agreement (the "Stock Purchase Agreemeitt)AP CRTI Holdings, L. P. (an affiliate of AdolReal Estate Advisors), AEW
Partners, L.P. (an investment partnership advigetlidirich Eastman Waltch), and Crocker's three eekecutives (Thomas J. Crocker,
Richard S. Ackerman and Robert E. Onisko), whottogreown approximately 83% of Crocker's outstandiognmon stock (collectively, the
"Crocker Selling Stockholders"), which obligatestsistockholders to sell their shares to the Compéamycash price of $11.02, subject to the
same adjustments as required under the Merger Agnele The approximately $247 million purchase patsuch shares is part of the total
approximately $297 million purchase price for dlGvocker's outstanding shares.

As part of the Merger, for a period of one yealdwing the closing, the Company has agreed to peail employees of Crocker who
continue with the Company with cash compensati@heanployee benefits at least equal to what wagistence at the closing date. In
addition, for a period of six years following thiesing, the Company has agreed to provide offieesdirectors of Crocker with
indemnification coverage and liability insurancete same level as existed prior to the Merger.

Under the terms of the Merger Agreement and thek3farchase Agreement, the right of the Compangckar or the Crocker Selling
Stockholders to terminate the respective agreeniegEnerally limited to the following: (i) the fare of Crocker to qualify as a REIT under
Sections 856-860 of the Code;

(i) the failure of Crocker's stockholders to appgrdhe Merger; (iii) the failure to obtain the censto the transaction by certain of Crocker's
lenders; (iv) Crocker's failure to comply with @svenants to continue to operate the business foritble Merger within certain specified
parameters; and (v) the existence of any ordeggont, decree, injunction or ruling of a courtofmpetent jurisdiction restraining,
enjoining or prohibiting consummation of the Merggnder the terms of the Stock Purchase AgreentteniCrocker Selling Stockholders
have agreed and granted irrevocable proxies t€tmepany, to vote in favor of the Merger. As a reseither through the acquisition of the
Crocker Selling Stockholders' stock in Crockertoptigh exercise of the proxy, the Company can adbat Crocker's stockholders will
approve the Merger. Under Maryland law, Crockddsléholders do not have dissenters' rights in cotior with the Merger Agreement and
the consummation of the transactions contemplédteby. Furthermore, the consummation of the Mefggeement and the Stock Purchase
Agreement by the Company is not subject to the@ambrof the Company's stockholders.

Under the terms of the Merger Agreement, Crockdlrdigtribute certain of its assets and liabilitiggich are not being acquired by the
Company, to an entity to be owned by all or a portif Crocker's stockholders (the "Crocker Disttidau Entity"). The distributed assets
comprise (i) approximately 258 acres of undeveldpad near or adjacent to certain of the Crockeperties;

(i) partnership interests in two office propertiesvhich Crocker only holds a partial joint vergunterest; and (iii) rights under certain
existing contracts or letters of intent to purchfieen third parties certain office properties amtleveloped land (collectively, the "Excluded
Assets"). The Excluded Assets have a current batkevof approximately $17.7 million. All costs (lnding any tax liabilities) associated
with the distribution of the Excluded Assets widl borne by the Crocker Distribution Entity. The €ker Distribution Entity will also (i)
assume the liability, if any, relating to certakisting litigation involving one of Crocker's seniofficers or will agree to reimburse the
Company for the costs of insuring in full any siiahility and (ii) enter into a lease agreementw@trocker that obligates it to pay Crocker
a subsidiary of the Operating Partnership, a susild million over a two-year period following thensummation of the Merger.

The Crocker Distribution Entity will also bear cart of Crocker's costs associated with the Merdader the terms of the Merger Agreem:
(i) the Crocker Distribution Entity shall reimbur€eocker for the excess, if any, of the Designdtexhsaction Expenses (as hereinafter
defined) over $9,150,000 and

(i) Crocker shall pay to the Crocker Distributi&ntity 50% of the excess, if any, of $8,600,000rdhe Designated Transaction Expenses.
"Designated Transaction Expenses" shall mean eggénsurred by Crocker in connection with its prega public offering, which was
terminated as a result of the Merger, or in corinaatith the Merger Agreement and the Merger onlyhe
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following categories: (i) fees and expenses ofllegansel; (ii) fees and expenses of accountaiii)sfees and expenses of investment ban
and appraisers; (iv) printing expenses; (v) sevagrayments to employees (including officers); payments to Crocker's three senior
executives in connection with the release of cersédck options held by them; and (vii) amounts, diu@ny, to any solicitation agent in
connection with the exercise of Crocker's outstaggiublic warrants, which will be cashed out by liWigpods upon their exercise at a price
equal to $1.02 per share (the difference betweein ¢éixercise price of $10.00 per share and theO®lder share merger consideration), sul
to adjustment for changes in the purchase pricsipate of Crocker's common stock under the Merggeément.

MANAGEMENT OF CROCKER PROPERTIES. Upon completidrtfee Merger (or if earlier, June 30, 1996), Cratkéhree senior officer
Thomas J. Crocker, Richard S. Ackerman and RoheBnisko, will resign as officers and directorsGrsbcker. In connection with their
resignation, they will receive certain severancegtits, totaling in the aggregate, approximatelyl$sillion, which includes payments relat

to the cashing out of their respective stock oggtiand warrants. As part of the severance agreentbatthree senior officers have agreed not
to compete with the Company within the city limifSBoca Raton, Florida, for periods ranging frommanths (Mr. Onisko) to 18 months
(Messrs. Crocker and Ackerman), except with resggecontracts that Mr. Crocker has to manage cedtiice projects owned by third part
and with respect to a mixed-use retail and officeplex known as Mizner Park, which is owned by Mlrocker. See "Risks Factors -- Risks
Associated with Rapid Growth."

Following the consummation of the Merger, Highwoedk retain the services of several key Crockeptyees who will be responsible for
managing a significant portion of the Crocker Prtips. Thomas F. Cochran will manage the Compdnyéiness in Charlotte, North
Carolina, Greenville, South Carolina, and Atlai@aorgia and will serve as vice president. Mr. Canlserved as senior vice president for
NationsBank from 1987 to 1993 where he was resptnfir development and asset management of 4¥egbrioperties in the Crock
portfolio. In 1993 he joined Patriot American Asbnagement Corporation where he was a seniormpriesident and managed the portfolio.
He became senior vice president with Crocker #ftermerger in 1995 between Crocker Realty Investocs, and Southeastern Realty Corp.,
which owned the 47 properties. Michael E. Harri$ manage the Company's business in the Memphimdssee area, and will serve as vice
president. Mr. Harris joined Crocker in January@ 89connection with Crocker's acquisition of atfmio of properties owned by Towerm:
Corporation. While at Crocker, he managed the Masmggion. From 1981 to 1996, he served as seiterpresident, general counsel and
chief financial officer of Towermarc Corporation e he developed and managed approximately 2.wmdhuare feet of properties. Sco
Peek, Jr. will manage the Company's business iffdngpa, Orlando and Jacksonville, Florida areasndhderve as vice president. Mr. Peek
served as vice president with Towermarc Corpordtiom 1992 to 1996 prior to Crocker's acquisitidrTowermarc's real estate holdings in
January 1996. While with Towermarc, he was resgbm$or the leasing, property management and dpwedmt activities of its Tampa and
Jacksonville regions. After joining Crocker, hechalsimilar role in the Tampa region. Timothy Fllsee will manage the Boca Raton
division. Mr. Vallace has served as an assistarg president at Crocker since 1993. His dutiesidelsset management, leasing,
construction management and marketing for CroclBatsa Raton operations.

SUBSIDIARIES OF CROCKER. Crocker holds the 70 CexcRroperties through two partnerships and thregocations. Forty-six of the
Crocker Properties are held by AP Southeast PatRartners, L.P. (the "Financing Partnership'Dedaware limited partnership that was
formed on November 17, 1993 for the sole purposecqtiiring such properties from NationsBank of HaZarolina, N.A., as trustee for the
NCNB Real Estate Fund. (Se-- Financing Activities and Liquidity" for a desption of the mortgage note that is secured by the 4
properties owned by the Financing Partnership.FARtaine 1l Partners, L.P. is a Delaware limitedtpership formed on October 28, 1993
for the sole purpose of acquiring one of the Cro¢keperties. Neither partnership has employeegtaidactivities are carried out by
Crocker and its subsidiaries. Directly or indirgctCrocker owns 100% of such partnerships. Threpazate subsidiaries hold the remaining
23 Crocker Properties as follows: three are owne@iocker Realty Investors, Inc., a Florida corpiora 15 are owned by CRT Florida
Holdings, Inc., a Florida corporation, and five arvened by CRT Tennessee Holdings Corp., a Tennessperation.

Crocker conducts its property management busimesadgh Crocker Realty Management, Inc. (the "Managy@ Subsidiary"), a real estate
operating company specializing in development, tonson management, property management and lgasioffice buildings and mixed-
use properties. In addition to the Crocker Propertihe Management Subsidiary currently managesxippately 2.2 million square feet of
commercial property, 70% of which space (represgrid% of Crocker's third-party revenue) is ownechanaged by Thomas J. Crocker or
Richard S. Ackerman and which is not expected tmbeaged by the Company after the Merger.
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TRANSACTION STRUCTURE. Under the terms of the Merggreement, Cedar Acquisition Corporation ("Ceglaa"newly formed
subsidiary of Highwoods, will merge into CrocketlvHighwoods becoming the sole shareholder of Gzndkighwoods intends to
contribute the shares of common stock of CrockehéoOperating Partnership in exchange for Unitsa&esult, Crocker would become a
subsidiary of the Operating Partnership. ExceptHerFederal and state income taxes that mightipalppe upon the distribution of the
Excluded Assets, which taxes are to be paid byCtloeker Distribution Entity, the Merger has beenaured to defer any tax recognition to
Crocker at the corporate or subsidiary level. Tooatplish this, the Company intends to maintain €eo's separate status as an operating
REIT. To maintain Crocker's REIT status, the Conypiatends to cause Crocker to sell a sufficient ami@f common stock to at least 110
individuals to enable Crocker to meet the tesgimlification of a REIT under Section 856(a)(5)tlvé Code. The aggregate amount of
common stock to be issued to such minority stoakdrsl is not expected to exceed 1.0% of the eqfi§racker. The Merger will be
accounted for by the Company under the purchaskadetf accounting in accordance with Accounting&iples Board Opinion No. 16,
"Business Combinations," as amended. Under thifodedf accounting, the purchase price will be @ted to assets acquired and liabilities
assumed based on their estimated fair value aldiseng date of the Merger.

FEDERAL INCOME TAX CONSEQUENCES OF THE MERGER. ThEerger is a taxable purchase of 100% of the oudétarnstock of
Crocker which will be taxable to the selling stoolders of Crocker but, except as described beldative to the Excluded Assets, will not be
taxable at the Crocker corporate or subsidiarylléMee Company's tax basis in its Crocker stock el equal to the total cash it pays in the
Merger for the Crocker stock, stock options andrars. No gain or loss will result to the Comparonf the Merger. Crocker, however, may
have corporate level taxable income and incoméigaiity due to the transfer of the Excluded Asstt the Crocker Distribution Entity or t
transfer of the ownership interests in the Crodstribution Entity to some or all of the Crockéoskholders. Any tax liabilities arising from
the transactions related to the Excluded Assetiseo€rocker Distribution Entity will be borne byetiCrocker Distribution Entity. Following
the Merger, the Company will transfer all of thect of Crocker to the Operating Partnership in exde for Units and the settlement of
certain intercompany indebtedness that was ustdaoce the Merger. This transaction will be a asable transfer of property to a
partnership in exchange for ownership interesthépartnership. The Company's tax basis in théslgoi acquired will be equal to its tax
basis in the Crocker stock transferred to the QpeydPartnership, and no gain or loss will be madiby Crocker, the Company or the
Operating Partnership as a result of this transacti

The Company expects Crocker at all times to mairitaistatus as a REIT. As discussed in "Transa@&ioucture” above, Crocker or the
Company will sell shares of Crocker common stocittividuals sufficient for Crocker to meet the REualification requirement of 100
stockholders. Crocker and the Company also inteatdGrocker will continue to be organized and oetao as to maintain its qualification
as a REIT. Since the ownership of Crocker stockeyOperating Partnership is considered to be wheetship of a real estate asset for
purposes of the REIT qualification tests and silis&ributions received from a REIT are income ined in both the 95% and 75% income
tests of Code Sections 856(c)(2) and (3), the Caorylpaualification as a REIT should not be affedigdhe acquisition and ownership of
Crocker. If, however, Crocker fails to qualify aRBIT for any reason while its shares are ownethbyCompany or the Operating
Partnership, the Company will no longer qualifygaREIT and the Company would be taxed as if it véeed®mestic corporation and its
stockholders would be taxed in the same manneoaklwlders of ordinary corporations. In that eyéim Company could be subject to
potentially significant tax liabilities and, theoe&, the amount of cash available for distributioits stockholders would be substantially
reduced or eliminated. See "Risk Factors -- Riskafure of Crocker to Qualify as a REIT."

The Company believes, and Crocker has represehed;ommencing with Crocker's taxable year endecehber 31, 1995, Crocker has
operated in such a manner so as to meet the Cqdeements for qualification as a REIT. Crockensiication as a REIT is a condition to
the Company's obligation to consummate the Merger.

EAKIN & SMITH TRANSACTION

On April 1, 1996, the Company completed a mergéh ®akin & Smith and its affiliates ("Eakin & Smi)hcombining their property
portfolios, management teams and business opesafitmough the combination, the Company succeemdtttownership of seven suburban
office buildings totaling 848,000 square feet, & 000-square-foot suburban office development ptpji8 acres of development land and
Eakin & Smith's brokerage and property managempetations. All the properties and development laredlocated in Nashville, Tennessee.
At March 31, 1996, the properties acquired in thedaction were 97% leased.
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The aggregate cost to the Company of the Eakin &Shransaction, assuming the completion of therioeess development project, was
approximately $98.5 million payable through theiasce of 537,138 limited partnership units of theefating Partnership and 489,421 sh
of Common Stock, the assumption of $37 millionrafébtedness (with a weighted average fixed ra8e086), and cash payments of
approximately $33 million. The cost excludes defdrmpayments of up to 54,056 shares of Common Stdukh are attributable to Eakin &
Smith's brokerage and property management operaitotal payment of 13,514 shares of Common Steikbe made to the three
principals of Eakin & Smith, Inc. for each of thesf four 12-month periods following the combinatim which third-party service revenue
attributable to the Eakin & Smith brokerage andpgrty management operations exceeds $2,000,000.

As part of the Eakin & Smith Transaction, the thpeicipals of Eakin & Smith, Inc. received optiaimspurchase 105,000 shares of common
stock at $27.50 per share. Such options vest indqual annual installments beginning with the secanniversary of the date of grant. Such
principals also received warrants to purchase T&0shares of Common Stock for $28.00 per sharaddition, John W. Eakin and Thomas
S. Smith were added to the Company's Board of BirecThe third principal, W. Brian Reames, has atsnained with the Company.

DEVELOPMENT ACTIVITY

The following table summarizes the three develogrpesiects placed in service by the Company duti®g6:

RENTABLE INITIAL
PROPERTY PROPERTY TYPE LOCATION SQUARE FEET COST
Hewlett Packard  Office Piedmont Tria d 15,000 $ 1,000,000
Global Software  Office Research Tria ngle 92,700 7,500,000
Regency One Industrial Piedmont Tria d 127,600 3,500,000
Total 235,300 $12,000,000

The Company has eight suburban office propertiesome industrial property under development totgali81,000 square feet of space. The
following table summarizes these projects:

ESTI MATED

RENTABLE ESTIMATED PERCENT COMP LETION
OFFICE PROPERTIES LOCATION SQUARE FEET COST PRELEASED D ATE
MSA Research Triangle 57,000 $ 6,200,000 100% 4 Q96
Healthsource Research Triangle 180,000 14,400,000 100 4 Q96
One Shockoe Plaza Richmond 118,000 15,000,000 100 4 Q96
Highwoods One Richmond 126,000 12,500,000 0 4 Q96
Situs One Research Triangle 58,000 5,100,000 58 4 Q96
Maryland Way Nashville 103,000 11,500,000 50 4 Q96
Inacom Piedmont Triad 13,000 900,000 100 4 Q96
North Park Research Triangle 40,000 4,000,000 40 1 Q97
Total or Weighted Average 695,000 $69,600,000 67%
INDUSTRIAL PROPERTY
Regency Two Piedmont Triad 96,000 $ 2,800,000 39% 4 Q96
Total or Weighted Average 791,000 $72,400,000 66%
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Following the Merger, the Company will continue €ker's development of an approximately 81,000-sgt@ot office building in Center
Point Office Park in Columbia, South Carolina. Gcexcowns the other office building in the park, athbuilding was 100% leased at March
31, 1996. The total cost of the project is expettelse approximately $7.6 million, including therpliase of the land. Pursuant to a contract
entered into with the contractor, the constructiosts are fixed. The building is expected to bemletad in the fourth quarter of 1996 and is
approximately 50% pre-leased.

OTHER PENDING ACQUISITIONS

The Company has entered into agreements to adsdrsuburban office properties: one in RichmondgViia and the other in Nashville,
Tennessee. The properties encompass 155,000 $gatie the aggregate and will be acquired ata tmist of $15.3 million. The purchase
price will be funded through a $10.4 million castyment and the assumption of a $4.9 million, 8. F&f%-recourse mortgage loan.
Additionally, the Company has entered into a letfentent to acquire two suburban office propertietaling 224,000 square feet and three
acres of land in Nashville and Charlotte in excleafug 305,438 Units and $5.7 million in cash.

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

CREDIT FACILITY. In March 1996, the Company closed a $140 million unsecured credit facility (theré@it Facility"), which replaced :
$80 million secured facility. The Credit Facility with NationsBank, First Union National Bank oftoCarolina and Wachovia Bank of
North Carolina and requires monthly payment ofrieéeand matures on September 30, 1999. The imitelest rate on the Credit Facility
LIBOR plus 150 basis points. The interest rate adljust based on the Company's senior unsecurdi @#ng within a range of LIBOR plus
100 basis points to LIBOR plus 175 basis point® fidplacement of the secured facility with the @rEdcility enhanced the Company's
financial flexibility by releasing the liens on Pdoperties with a book value of approximately $2#6ion.

FINANCING OF THE EAKIN & SMITH TRANSACTION. The Company financed the Eakin & Smith Transaction throtlghissuance of
537,138 Units of the Operating Partnership and4®BBshares of Common Stock, the assumption of $&#llidn of mortgage indebtedness
and a $26.6 million draw on the Credit Facility.€Timortgage indebtedness assumed has an averagjedigeof approximately 8% and an
average remaining life of approximately six ye@gproximately $5.5 million of the mortgage indehteds is fixed at a rate of 7.7% to the
maturity date of the underlying debt through the akan interest rate swap. Further, the Compatered into a five-year, $7.0 million
interest rate swap agreement that commences imdah897 and effectively fixes $7.0 million of tB®@mpany's variable rate debt at 8.0%.

FINANCING OF THE PENDING MERGER. In connection withe Merger, the Company obtained a commitment fikationsBank and
First Union National Bank of North Carolina for 23p million revolving line of credit (the "RevolgnLoan"). The Revolving Loan will
replace the Credit Facility and will be used togethith the proceeds from the Offering to fund kherger.

The Revolving Loan will be unsecured for the fingte months and will bear interest at a rate of@Bplus 150 basis points. After the initial
nine-month period, the Revolving Loan will eitheneert to a secured loan with a maturity date tearg from its closing date or to an
unsecured loan maturing on July 31, 1999. The Ré@wplLoan will remain unsecured if the Company gates at least $300 million of net
proceeds from equity offerings (including the pred® from this Offering) during the initial nine-ntbrperiod and meets the following
financial covenants:
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(i) adjusted net operating income divided by tditdiilities of not less than 16.5%; (ii) total lidibes not greater than 45% of market
capitalization;

(iii) tangible net worth of not less than $700 iwil, which amount shall be increased by not leaa 856% of the net proceeds of any future
offerings of the Company's capital stock (includthig Offering); (iv) a ratio of total liabilitieto total assets at cost of no more than .50 tc

(v) a ratio of earnings before interest, income tlepreciation and amortization to interest expghse capital expenditures of not less than
2.51t0 1.0; (vi) a ratio of unencumbered assetsi8ecured debt of not less than 2.25 to 1.0; &igtio of secured debt to total assets of not
more than .30 to 1.0; (viii) a ratio of adjusted aperating income as derived from unencumbereets$s interest expense paid on unsecured
debt of not less than 2.25 to 1.0; and (ix) a rafiadjusted net operating income derived from gnerbered assets to unsecured debt of not
less than .18 to 1.0.

If the Revolving Loan remains unsecured after tgal nine-month period, it would have an interesge that ranged from LIBOR plus 100
basis points to LIBOR plus 175 basis points basethe Company's senior unsecured credit ratinpelfoan converts to a secured facility,
the Company will be required to pledge assetsast lequal in value to 60% of the outstanding amotitite Revolving Loan and the interest
rate will equal LIBOR plus 175 basis points.

Also in connection with the Merger, the Companyl wiisume approximately $239.5 million of indebtestnat an average rate of 8.57%. This
indebtedness includes: (i) a $140 million mortgagte (the "Mortgage Note") with a fixed rate of % %ii) variable rate mortgage loans in the
aggregate amount of $69.4 million with a weightedrage interest rate of 9.4% at March 31, 1996 and

(iii) fixed rate mortgage loans in the amount o0#3million with a weighted average interest rét8.8%.

The Mortgage Note is a conventional, monthly pagt mortgage note in the principal amount of $idilion issued by the Financing
Partnership. The Mortgage Note is a limited recewsligation of the Financing Partnership as tocihin the event of a default under the
Indenture or the Mortgage, recourse may be had agdynst the specific 46 Properties (the "Mortgilgée Properties") and other assets that
have been pledged as security therefor. The Moetdhamie was issued to Kidder Peabody Acceptancedtatipn | pursuant to an Indenture,
dated March 1, 1994 (the "Indenture"), among tmakt¢ing Partnership, Bankers Trust Company of @Qali&, N.A., and Bankers Trust
Company.

The Mortgage Note bears interest on its outstangingipal balance at the rate of 7.88% per anrauhject to increase in the event of a
default in the payment of any amount due, and reatan January 3, 2001. The Mortgage Note provigiescheduled monthly payments of
interest only, which are due on the first busirgsg of each calendar month.

The Mortgage Note is secured by a blanket, firsttgame lien on the Mortgage Note Properties (thertlyage™). The Mortgage Note is
further secured by (i) a first priority assignmengll present and future leases encumbering pwstid those Properties, (ii) a security interest
in any personal property owned by Financing Pastriprand (iii) a collateral assignment of the righite and interest of the Financing
Partnership in and rights to all management agraeswelating to those Properties. As an additieealrity for the Mortgage Note, the
Financing Partnership maintains with the BankerssTCompany various "sweep accounts," a centsdl callateral account (the "Cash
Collateral Account") and a contingency reserve ant@he "Contingency Reserve Account"). All rewith respect to the Mortgage Note
Properties are made payable to, and depositedligiirecthe sweep accounts, which are then transfeto the Cash Collateral Account, and
all other property income and capital event proses@ deposited into the Cash Collateral Accoumtnptly upon receipt thereof. Cash of at
least $7 million (the "Contingency Reserve") is ntained in the Contingency Reserve Account.

The Indenture provides for a lockout period whicbhbits optional redemption payments in respegirafcipal of the Mortgage Note (other
than the premium-free redemption payment desctiedalv) prior to November 22, 1998. Thereafter, Fh@ancing Partnership may make
optional redemption payments in respect of prirlaipéhe Mortgage Note on any distribution datehjsat to the payment of a yield
maintenance charge in connection with such paymeate prior to August 1, 2000. Notwithstandingfitregoing, the Financing Partners|
may be required to make payments in respect gbtineipal of the Mortgage Note in certain limiteidcomstances and the Financing
Partnership has a one-time right, exercisable yatiare during the term of the Mortgage Note, to méke premium-free redemption payment
in a principal amount not to exceed $7 million,heiit any applicable yield maintenance charges.
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Covenants in the Indenture restrict the Financiagriership from, among other things, engaging intarsiness or activity other than that in
connection with or relating to the ownership andragtion of the Mortgage Note Properties, incurritrgating or assuming any indebtedness
or encumbrance other than the Mortgage Note atdhaswise expressly permitted under the Indenturéguidating or dissolving or enteri
into any consolidation or merger. The Indenture atstricts the Financing Partnership's right tmteate any of its leases, and requires the
Financing Partnership to maintain or cause thentsrta maintain specified insurance coverage, diorental loss insurance covering
annual gross rentals net of noncontinuing expefuses period of not less than two years.

Under the terms of the purchase agreement reltdittte Mortgage Note Properties, the Financingrieaship may be obligated to pay
NationsBank a deferred contingent purchase pribes dontingent payment, which will in no event ee@&4.4 million, is due on April :

1998 if the actual four-year cumulative cash fldvgach Properties exceeds the projected four-yemutative cash flow. Based on Crocker's
estimates of future operations, the Company dotbel®ve that any deferred contingent purchaseepsill be payable.

The Company is currently considering various atiéiues related to the $99.5 million of indebtedrtesse assumed in the Merger other than
the Mortgage Note. The Company may repay this iteditess with the proceeds from the issuance adresénior unsecured debt or
conventional mortgage debt. To limit its exposuréntreasing interest rates, the Company has ehiet@ a forward-starting $75 million
interest rate swap agreement that commences orr8eet 15, 1996. The interest rate swap maturegepte®ber 15, 2003 and will limit the
Company's exposure to increases in interest ratestloer $75 million of LIBOR based floating raterlowings or $75 million of fixed rate
debt issued in the future. Upon commencement oifntieeest rate swap, the Company will pay the cewparty a fixed rate of 7.02% while t
counterparty will pay the Company an amount equ&(-day LIBOR.

PRO FORMA CAPITALIZATION. Assuming completion oféhOffering and the Merger, the Company's pro fodelat as of March 31, 19
would have totaled $554.8 million and would haveresented 38% of total market capitalization (based stock price of $26 7/8). The
Company's pro forma interest coverage ratio (ddfameincome before minority interest plus deprémieand amortization and interest
expense divided by contractual interest expensghéoquarter ended March 31, 1996 would have equal34x.

ORGANIZATIONAL CHANGES

On May 20, 1996 the Company announced certain @sategits organizational structure, which will alithe Company to utilize its existing
senior management for overall leadership whilenglddvantage of certain members of Crocker's manageto integrate Crocker into the
Highwoods organization. These changes will proyid®perty and market specific experience to the éoetbportfolio. The Company
believes that upon the completion of the Mergepraximately 85% of its portfolio will be manageddaleased on a day-to-day basis by
personnel that have previously managed, leasedvalaped the properties for which they are resjbasi

In connection with the organizational changes, Ml T. Wilson, 11l was appointed to the newly cezhposition of executive vice president
and chief operating officer. Mr. Wilson will assumesponsibility for all aspects of the Companyissional operations and the Company's
acquisition group. Prior to this appointment, heved as executive vice president and was resp@nfiblthe operations of the Forsyth
division, which included the operations of the i@t Triad and Charlotte area properties. JohndecR Il will assume Mr. Wilson's
responsibilities with respect to the Piedmont Tidagia properties and will serve the Company asaptiesident. Mr. Reece was previously
responsible for the leasing, marketing and devetpractivities of the Forsyth division. In additjialohn W. Eakin has been appointed as
senior vice president and will be responsible feerations in Tennessee (Nashville and Memphis)ha#iza and Florida (Tampa, Boca Raton,
Orlando and Jacksonville). Since joining the ConyparApril 1996 in connection with the Eakin & SimiTransaction, Mr. Eakin has been
reponsible for the Company's Nashville operations.

Upon completion of the Merger, Messrs. CochranridaPeek and Vallace will join the Company frono€ker as vice presidents with
specific regional responsibility. See " -- Pendikagjuisition of Crocker Realty Trust, Inc."
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USE OF PROCEEDS

The net proceeds to the Company from the sale ofr@@n Stock offered hereby (the "Offering") are ectpd to be approximately $253.9
million (approximately $292.1 million if the Underiters' over-allotment option is exercised in fulthe Company intends to use the net cash
proceeds of the Offering to fund a portion of theeghase price of all of the outstanding sharesrotker, the balance of which is expected to
be funded with borrowings under the Revolving Loan.

Pending such uses, the net proceeds may be inviasthdrt-term income producing investments suctoasmercial paper, government
securities or money market funds that invest inggoment securities.

PRICE RANGE OF COMMON STOCK AND DISTRIBUTION HISTORY

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

CLOSING PRICE

PER SHARE
PERIOD OR QUARTER H LOW
June 7, 1994 through June 30, 1994................. 112 $ 197/8
July 1, 1994 through September 30, 1994. 21 20
October 1, 1994 through December 31, 19 15/8 18 3/4
January 1, 1995 through March 31, 1995...... 22 20

51/2 211/4
67/8 237/8
8 3/8 251/2
01/2 27 3/4
01/4 26 7/8

April 1, 1995 through June 30, 1995................

July 1, 1995 through September 30, 1995............
October 1, 1995 through December 31, 1995..........
January 1, 1996 through March 31, 1996.............
April 1, 1996 through June 20, 1996................

UTIONS

PERIOD OR QUARTER HARE
June 7, 1994 through June 30, 1994................. 75(1)
July 1, 1994 through September 30, 1994............ 25
October 1, 1994 through December 31, 1994.......... 25
January 1, 1995 through March 31, 1995............. 25
April 1, 1995 through June 30, 1995................ 50
July 1, 1995 through September 30, 1995............ 50
October 1, 1995 through December 31, 1995.......... 50
January 1, 1996 through March 31, 1996............. 50
April 1, 1996 through June 20, 1996................ 2)

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

(2) On June 3, 1996, the Company's Board of Dirsadeclared a quarterly distribution of $.48 pearsh($1.92 on an annualized basis)
payable on August 21, 1996, to stockholders ofnetom August 9, 1996.

On June 20, 1996, the last reported sale priceeo€ommon Stock on the NYSE was $26 7/8 per skaarday 31, 1996, the Company had
521 stockholders of record.

The Company intends to continue to declare quartéskributions on its Common Stock. However, nsusances can be given as to the
amounts of future distributions as such distritngiare subject to the Company's cash flow fromatjmers, earnings, financial condition,
capital requirements and such other factors aBdiaed of Directors deems relevant. The Companydesarmined that 100% of the per share
distribution for 1994 and 93% of the per shareritigtion for 1995 represented ordinary income ®dtockholders for income tax purposes.
No assurance can be given that such percentagaatitihange in future yeal

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

The following table sets forth the capitalizatidrttee Company as of March 31, 1996 and on a prmédbasis assuming (i) the issuance of
10,000,000 shares of Common Stock offered heretittananticipated use of the net proceeds thesedéscribed under "Use of Proceeds"
and (ii) the Eakin & Smith Transaction and the Merjad occurred as of March 31, 1996. The inforomagiet forth in the table should be r

in conjunction with the financial statements anel iotes thereto incorporated herein by referendalapro forma financial information and
the notes thereto included elsewhere in this Priapesupplement and the consolidated financiad¢istants and notes thereto incorporated by
reference into the accompanying Prospectus.

MARCH 31, 1996
HISTORICAL PRO FORMA
(DOLLARS IN THOUSANDS)
Debt:
Mortgages and notes payable......................
Credit Facility.........ccooeveriiiiiieee
Minority interest in Operating Partnership.........
Shareholders' Equity:
Common Stock, $.01 par value; 100,000,000 authori
issued and outstanding (1).........c..c.......
Additional paid-in capital..............cccc.....
Distributions in excess of net earnings..........
Total shareholders' equity....................
Total capitalization..............cccceeunene

$175,218 $ 451,747
21,500 103,084
73,440 88,212

194 299
355248 622,502
(2,933)  (2,933)
352,509 619,868

$622,667 $1,262,911

(1) Excludes (a) 3,732,452 (historical) and 4,260,fpro forma) shares of Common Stock that maysbaed upon redemption of Units
(which are redeemable by the holder for cash dheaCompany's option, shares of Common Stock ameafor-one basis) issued in
connection with the formation of the Company anldssguent property acquisitions, (b) 890,500 shafr€ mmon Stock reserved for
issuance upon exercise of options granted puréodahe Amended and Restated 1994 Stock Option Rta@50,000 shares of Common
Stock that may be issued upon the exercise of wisrgranted to certain officers in connection vei#intain property acquisitions, (d) 40,000
shares of Common Stock that may be issued upomigtéten of Units that may be issued in connectiothwertain property acquisitions and
(e) 54,056 shares of Common Stock that may bedsisueonnection with the Eakin & Smith Transaction.
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SELECTED FINANCIAL DATA

The following table sets forth selected financiadl @perating information for the Company on a norfa basis for the year ended December
31, 1995 and as of and for the three months endadivB1, 1996. The following table also sets feglected financial and operating
information on an historical basis for the Compé#arythe period from June 14, 1994 (commencemenpefations) to December 31, 1994,
for the year ended December 31, 1995 and for tlee ttnonths ended March 31, 1996 and 1995. Theafmitpinformation should be read in
conjunction with the financial statements and nditeseto incorporated by reference herein and tbéggma financial statements and notes
thereto included and incorporated by referenceihere

The pro forma operating data for the year endeeBéder 31, 1995 assumes that the Forsyth Transatii®iResearch Commons Acquisiti
the Other Acquisitions, the Second Offering, th&d ffering, the Eakin & Smith Transaction, the fger and this Offering all occurred as
of January 1, 1995. The pro forma balance sheet &rch 31, 1996 assumes that this Offering, thkifc& Smith Transaction and the
Merger all occurred on March 31, 1996. The pro fawwperating data for the three months ended Match @6 assumes that this Offering,
the Eakin & Smith Transaction and the Merger oaatias of January 1, 1995.

The pro forma information is based upon certaiggions that are included in the notes to thefpnma financial statements incorporated
by reference herein and the pro forma financidgkstents included elsewhere in this Prospectus Sappit. The pro forma financial
information is unaudited and is not necessarilydative of what the financial position and reswtoperations of the Company would have
been as of and for the periods indicated, nor dqagport to represent the future financial pasitand results of operations for future peri

HISTORICAL
PRO FORMA PRO FORMA JUNE 14,
THREE MONTHS END ED THREE MONTHS ENDED YEAR ENDED  YEA R ENDED 1994 TO
MARCH 31, MARCH 31, DECEMBER 31, DECE MBER 31, DECEMBER 31,
1996 1996 1995 1995 1995 1994
OPERATING DATA:
Total revenue................. $ 45,850 $23,757 $12,846  $172,142 $ 73,522 $ 19,442
Rental property operating
EXPENSES.......cccevnuinns 13,437(1 ) 6,154(2) 3,053(2) 46,225(1) 17,049(2) 5,110(2)
General and administrative.... 1,284 934 523 4,218 2,737 810
Interest expense.............. 11,739 3,951 2,470 48,122 13,720 3,220
Depreciation and
amortization................ 6,755 3,716 1,921 26,587 11,082 2,607
Income before minority
interest..........ccocueue 12,635 9,002 4,879 46,990 28,934 7,695
Minority interest............. (1,579) (1,571) (800) (5.874) (4,937) (808)
Income before extraordinary
item..n, 11,056 7,431 4,079 41,116 23,997 6,887
Extraordinary item-loss on
early extinguishment of
debturiireiennn. - - (875) - (875) (1,273)
Net income........c.ccoc..... $ 11,056 $ 7,431 $ 3,204 $41,116 $ 23,122 $ 5,614
Net income per common share... $ 037 $ 038 $ 029 $ 1.38 $ 1.49 $ .63
BALANCE SHEET DATA
(AT END OF PERIOD):
Real estate, net of
accumulated depreciation.... $1,225,525 $602,276 $429,556 $ - $5 93,066 $207,976
Total assets...........c...... 1,288,157 632,644 455,909 -- 6 21,134 224,777
Total mortgages and notes
payable..........cccceenee 554,831 196,718 140,698 -- 1 82,736 66,864
OTHER DATA:
Number of in-service
properties...........c...... 268 191 108 -- 191 44
Total rentable square feet.... 15,727,000 9,211,000 6,914,000 -- 9,2 15,171 2,746,219

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

(2) Rental property operating expenses includeisalareal estate taxes, insurance, repairs andt@emaince, property management, security
and utilities.
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BUSINESS AND PROPERTIES
GENERAL

The Company owns 102 suburban office propertiesS&8niddustrial properties (the "Highwoods Propetfiewhich are located in the
Research Triangle, the Piedmont Triad and Charlbiiteth Carolina; Nashville, Tennessee; and Richansfirginia. The Company's office
properties are mid-rise and single-story suburlficeobuildings. Its industrial properties inclu86 warehouse and bulk distribution facilities
and 62 service center properties. The Companyicsecenter properties are generally at least 5fitedinish and are suitable for office,
retail, light industrial and warehouse uses. Onedhed and eighty-three of the Highwoods Propegiesn 31 business parks, 12 of which
were developed by the Company. In the aggregateCtimpany developed 88 of the Highwoods PropeiTies.Company provides
management and leasing services for 191 of itgp26Perties. See " -- The Highwoods Properties."”

Upon consummation of the Merger, the Company wilh@n additional 58 suburban office properties &Rdervice center properties (the
"Crocker Properties"). The Crocker Properties aré5 markets in Florida, North Carolina, South Qiaeg Tennessee, Georgia, Virginia and
Alabama, including four markets in which the Compaiwns properties (Charlotte, the Research Triaagtéthe Piedmont Triad, North
Carolina and Nashville, Tennessee). Sixty-thremefCrocker Properties are located in businesssp&ee " -- The Crocker Properties."

The following table sets forth certain informatiainout the Highwoods Properties and Crocker Prage(tollectively, the "Properties”) at
March 31, 1996.

Highwoods Properties...........cccccecvveerninnen.
Crocker Properties

Highwoods Properties
Crocker Properties...................
Weighted average

Highwoods Properties...........cccccccvveerninnen.
Crocker Properties.......ccccccvveeennes
Weighted Average (5)

ANNUALIZED RENT
OFFICE INDUS
PROPERTIES PROPERT

......................... $ 86,585,628 $ 16,
......................... 58,467,277 8,
......................... $145,052,905 $ 24,

RENTABLE S
OFFICE INDUS
PROPERTIES PROPERT

......................... 6,389,737 3,
......................... 4,449,739 1,
......................... 10,839,476 4,

PERCENT L
INDUSTR
OFFICE  PROPERT
PROPERTIES )
95%(3) 91
95(5) 93
950 92

WEIGHTED AVERAGE
INDUSTR
OFFICE  PROPERT
PROPERTIES )

10.4 9.2
8.9 11.2
9.8 9.7

AL REVENUE (1)
TRIAL

IES(2) TOTAL
053,429 $102,639,057
910,366 67,386,643
972,795 $170,025,700

QUARE FEET
TRIAL

IES(2) TOTAL
674,951 10,064,688
212,084 5,661,823
887,035 15,726,511

EASED

IAL

IES  WEIGHTED
AVERAGE

%(4) 94%

(6) 95

% 94%

AGE (YEARS)(7)

IAL
IES  WEIGHTED
AVERAGE
(®) 10.2
9.2
9.8

(1) Annualized Rental Revenue is March 1996 remtaénue (base rent plus operating expense pasgttspmultiplied by 12.
(2) Includes 74 service center properties, 12 dttvlre Crocker Properties.
(3) Includes 23 single-tenant properties compridirigmillion rentable square feet and 61,000 rdatafuare feet leased but not occupied.
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(4) Includes 17 single-tenant properties compridirtgmillion rentable square feet and 27,000 rdatafuare feet based but not occupied.
(5) Includes 13 single-tenant properties comprig,000 rentable square feet and 68,000 rentghkers feet leased but not occupied.
(6) Includes three single-tenant properties conmi258,000 rentable square feet and 14,000 sdeetéeased but not occupied.

(7) Weighted according to Annualized Rental Revenue

(8) Excludes Ivy Distribution Center. Ivy is a 4000-rentable square foot warehouse, which was raristl in stages. A portion of the
building was built in 1930; major expansions tod&kge in the mid-1940s, mid-1950s and 1981. In 1889 ¢entire property was renovated to
convert it from a manufacturing facility to a waceise.

PROPERTY LOCATIONS

Upon consummation of the Merger, the Company wilh@roperties in 16 markets located in the SoutieeadJnited States (the "Company
Markets"). The following table sets forth certamfiarmation about the Properties in each of the CamggMarkets at March 31, 1996.

PERCENT OF

OFFICE INDUST RIAL TOTAL TOTAL RENTABLE TOTAL RENTABLE ANNUALIZED

PROPERTIES PROPER TIES PROPERTIES SQUARE FEET SQUARE FEET RENTAL REVENUE
Research Triangle, NC......... 61 4 65 4,078,229 25.9% $ 53,994,987
Piedmont Triad, NC............ 23 7 8 101 4,296,563 27.3 27,684,440
Nashville, TN....... 7 3 10 1,192,511 7.6 15,095,578
Tampa, FL........ 20 - - 20 1,155,483 7.4 14,170,231
Charlotte, NC... 12 1 6 28 1,253,847 8.0 13,088,036
Boca Raton, FL... 3 - - 3 506,834 3.2 9,682,756
Greenville, SC..... . 5 2 7 687,150 4.4 7,501,621
Memphis, TN.... 5 - - 5 382,131 2.4 7,232,995
Richmond, VA.. 10 1 11 481,908 3.1 5,284,603
Atlanta, GA.........cocuee.. 2 3 5 706,745 4.5 4,948,214
Columbia, SC.................. 5 - - 5 318,713 2.0 4,011,072
Orlando, FL......... 2 - - 2 200,796 1.3 2,011,534
Birmingham, AL................ 1 - - 1 111,905 0.7 1,632,892
Norfolk, VA.......... 1 1 2 179,006 1.1 1,481,603
Jacksonville, FL.............. 1 - - 1 50,513 0.3 1,104,854
Asheville, NC... 1 1 2 124,177 0.8 1,100,284

Total....coovevveneee. 159 10 9 268 15,726,511 100.0% $170,025,700
PERCENT OF TOTAL
ANNUALIZED

RENTAL REVENUE
Research Triangle, NC......... 31.8%
Piedmont Triad, NC............ 16.3
Nashville, TN............... 8.9
Tampa, FL.....ccocoveernns 8.3
Charlotte, NC... 7.7
Boca Raton, FL... 5.7
Greenville, SC..... . 4.4
Memphis, TN.... 4.2
Richmond, VA.. 3.1
Atlanta, GA....... 2.9
Columbia, SC........ccvuveeee 2.4
Orlando, FL.........cccceee.. 1.2
Birmingham, AL................ 1.0
Norfolk, VA.......... 0.9
Jacksonville, FL.............. 0.6
Asheville, NC... 0.6

Total....cooeeeeenennn. 100.0%
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TENANTS

The Properties are leased to approximately 170intsnwhich engage in a wide variety of businessg#ading computers, healthcare,
telecommunications, finance, insurance and elesoihe following table sets forth information cenning the 20 largest tenants of the
Properties as of March 31, 1996:

PERCENT OF TOTAL
NUMBER ANNUAL IZED ANNUALIZED
TENANT PORTFOLIO (1) OF LEASES RENTAL REV ENUE (2) RENTAL REVENUE (2)
1. Federal Government
Environmental Protection Agency.......c...... . ... H 4 $ 4,48 2,619 2.6%
U.S. Army and Marine COrps.....c.ccceeeeeeeee e H 2 24 3,473 0.1
National Institute of Health Sciences........ ... H 1 16 5,394 0.1
........ H 2 7 7,427 0.1
9 $ 4,96 8,913 2.9%
2. IBM Corporation.......cccceceeeevvenvveeneee H,C 6 4,45 9,722 2.6
3. First Citizens Bank & Trust.........cceeeee. H 7 2,76 6,733 1.6
4. Pharmacy Management Services, Inc............ . ... C 2 2,16 8,482 1.3
5. International Paper Company.........cccceeee. H,C 3 2,02 3,997 1.2
6. Jacobs-Sirrine Engineers, InC.......cccceee. L C 1 1,80 1,694 1.1
7. MCI Telecommunications..........ccoeeeeeeeeee. C 2 1,48 8,024 0.9
8. VOOt H,C 4 1,41 9,396 0.8
9. AT&T.... e H,C 9 1,38 2,118 0.8
10. Duke University......ccocvvvvnccvvnees H 5 1,37 8,797 0.8
11. Sears, Roebuck & Company........ccccoeeeees H 4 1,36 4,841 0.8
12. Kraft Company.....c.ccoevvnveivnvcnes C 3 1,35 6,166 0.8
13. Clintrials of North Carolina. - H 4 1,29 4,525 0.8
14. Blue Cross of SC....cccovvvvevvvcciieeene C 4 1,22 4,072 0.7
15. Commonwealth of Virginia Government......... . ... H 2 1,19 4,000 0.7
16. Glaxo Wellcome.......ccoovcevvvvvcneaee H 3 1,19 3,100 0.7
17. The Kroger Company........cccceuvvevvneene H 1 1,11 5,250 0.7
18. GTE Data Services, Inc......... L C 1 1,09 2,403 0.6
19. Kaiser Foundation Health Plan...............~ ... H 3 1,08 2,798 0.6
20. Southern National Bank H 2 1,07 1,889 0.6
TOtal i 75 $35,84 6,920 21.1%

(1) H=Highwoods and C=Crocker.
(2) Annualized Rental Revenue is March 1996 remta¢nue (base rent plus operating expense pasgittgepmultiplied by 12.
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LEASE EXPIRATIONS OF THE PROPERTIES

The following table sets forth scheduled lease ratipins for leases in place at the Properties &daoth 31, 1996, for each of the next 10
years beginning with March 31, 1996, assuming nareexercises renewal options or is terminatedtalaefault;

PERCENTAGE OF

RENTABLE TOTAL LEASED PERCENTAGE OF
SQUARE FEET SQUARE FEET ANNU ALIZED  TOTAL ANNUALIZED
NUMBER  SUBJECT TO REPRESENTED BY RENTAL REVENUE RENTAL REVENUE
o F LEASES EXPIRING EXPIRING UNDER EXPIRING REPRESENTED BY
LEASE EXPIRING E XPIRING LEASES LEASES LEAS ES (1) EXPIRING LEASES
408 2,592,163 17.6% $ 20, 120,539 11.8%
403 2,415,113 16.4 26, 593,887 15.7
378 2,386,835 16.2 29, 079,769 17.1
277 1,758,632 12.0 21, 298,294 12.5
255 2,162,057 14.7 26, 854,838 15.8
109 1,256,866 8.6 18, 772,349 11.0
a7 887,028 6.0 10, 602,121 6.2
26 554,628 3.8 8, 268,658 4.9
11 131,507 0.9 1, 914,110 1.1
13 342,121 2.3 3, 168,389 1.9
8 216,228 15 3, 352,746 2.0
1,935 14,703,178 100.0% $170, 025,700 100.0%

(1) Annualized Rental Revenue is March 1996 remta¢nue (base rent plus operating expense pasgittepmultiplied by 12.
THE HIGHWOODS PROPERTIES

OFFICE PROPERTIES. The Company's portfolio of &fproperties consists of 102 suburban office bogdi As of March 31, 1996, the
office properties were 95% leased and totaled agmattely 6.4 million rentable square feet. Ninetyeof the office properties are located in
19 developed business parks. All of the office prtips have sufficient on-site parking for a fublgcupied facility. The Company's office
properties are close to major highways and sububbamess centers, providing tenants with easysadeehotels, restaurants, shopping
centers and other amenities. The office propeh#a® an average age (weighted by Annualized RBaatnue) of 10.4 years.

The following tables set forth certain leasing mfi@tion (on a per rentable square foot basis)Herdffice properties owned by the Company
for the three month-period ended March 31, 1996:

NET EFFECTIVE RENTSRELATED TO RE-LEASED OFFICE SPACE
AT THE HIGHWOODS PROPERTIES (1)

Number of lease transaction (signed 1eases)........ L ———— 58
Rentable square footage leased.........cccccceeeeee. e 130,312
Average per rentable square foot over the lease ter m:
BaS@ rENt (2).uviciiiciiieicieeeieeeieeeee s $16.21
Tenant IMPrOVEMENTS.....ciieeeeeeieiieicicecee e ————— (1.49)
Leasing COMMISSIONS......ccceviiiiiienniiies e (0.35)
RENt CONCESSIONS.....vviiiiiiiiieiiiiieeeeees e -
Effective rent (3)..ccccveecceeicieiiieeeeees e $14.37
EXPENSE StOP (4).evvvviiiiiiiiiieeeeeeeieieeeeeee e (4.23)
Equivalent effective net rent (5).......cceeeees e $10.14
Average term N YEaArS....ccocccvviveeeeiccics s 4

(1) Does not include the seven Properties in NdlshvWiennessee acquired in the Eakin & Smith Tretisa on April 1, 1996.
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(2) Equals aggregate base rent received overridsgiective terms from all lease transactions dutiegeriod, divided by the terms in mon
for such leases, multiplied by 12, divided by tbekrentable square feet leased under all leassdctions during the period.

(3) Equals aggregate base rent received overrisgiective terms from all lease transactions dutiegperiod minus all tenant improvements
and leasing commissions from all lease transactlomnisg the period, divided by the terms in morfthirssuch leases, multiplied by 12, divic
by the total rentable square feet leased undézadk transactions during the period.

(4) Equals the amount of real estate taxes, operatsts and utility costs that the landlord isgaded to pay on an annual basis. The tenant is
required to pay any increases above such amount.

(5) Equals effective rent minus expense stop.

RENTAL RATE TRENDS FOR HIGHWOODS PROPERTIES (1)
(OFFICE ONLY)

Number of leases commenced during period........... . 58

Average final rate with expense pass throughs...... L $15.20
Average first year cash rental rate................ . ———— $15.75
Percentage iNCrease.....ccccccvvvviviiiiiccccciees e —————— 3.62%

(1) Does not include the seven properties in Ndlghviiennessee acquired in the Eakin & Smith Tratiga on April 1, 1996.

The following table sets forth the capital expeudis committed by the Company under signed leasdesriant improvements and lease
commissions for re-leased office space owned byCtirapany for the three-month period ended MarchHL996:

CERTAIN EXPENDITURESRELATED TO RE-LEASED HIGHWOODS PROPERTIES (1)
(OFFICE ONLY)

Tenant improvements:

Total dollars committed under signed leases...... e $723,053

Rentable square feet......ccccvvveeecceeees e 130,312

Perrentable square fOOt.......cccoovvvevvvcceees e $ 5.55
Leasing commissions:

Total dollars committed under signed leases...... e $156,264

Rentable square feet......ccoocevvnciieees 130,312

Perrentable sQuare fOOt.......cccoovvvevvccccees e $ 1.20
Total:

Total dollars committed under signed leases...... e $879,317

Rentable square feet......ccocceivvviieees 130,312

Perrentable sQuare fOOt.......cccovvveviccccees e $ 6.75

(1) Does not include the seven properties in Ndlghviiennessee acquired in the Eakin & Smith Tratiga on April 1, 1996.
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The following table sets forth scheduled leaseratioins for leases for the Company's office prapsiin place as of March 31, 1996, for e
of the 10 years beginning with March 31, 1996, asag no tenant exercises renewal options or isiteated due to default:

LEASE EXPIRATIONS OF HIGHWOODS PROPERTIES
(OFFICE ONLY)

AVE RAGE
PERCENTAGE OF ANNU ALIZED
RENTA BLE TOTAL LEASED RENTAL REVENUE PERCENTAGE OF
SQUARE FEET SQUARE FEET ANNUALIZED PER SQUARE  TOTAL ANNUALIZED
NUMBER  SUBJEC TTO REPRESENTED BY RENTAL REVENUE FOOT UNDER RENTAL REVENUE
OF LEASES EXPIR ING EXPIRING UNDER EXPIRING EXP IRING REPRESENTED BY
LEASE EXPIRING EXPIRING LEAS ES LEASES LEASES (1) LE ASES EXPIRING LEASES
Remainder of 1996............ 161 49 7,975 8.3% $ 6,645,478 $1 3.35 7.7%
8,552 15.1 12,851,425 1 4.14 14.8
2,561 19.3 15,513,976 1 3.34 17.9
7,269 11.9 10,149,965 1 4.15 11.7
4,813 18.1 15,441,058 1 4.10 17.8
4,483 12.5 11,924,532 1 5.80 13.8
2,113 4.8 4,648,493 1 5.91 5.4
4,610 6.0 5,816,399 1 5.95 6.7
5,581 13 1,085,352 1 4.36 1.3
0,491 0.5 503,488 1 6.51 0.6
3,755 2.2 2,005,462 1 4.99 2.3
2,203 100.0% $ 86,585,628 $1 4.35 100.0%

(1) Annualized Rental Revenue is March 1996 remta¢énue (base rent plus operating expense pasgittepmultiplied by 12.

THE INDUSTRIAL PROPERTIES. The Company's portfahealudes 98 industrial properties. Ninety-thredtafse properties are located in
18 business or industrial parks. All of the Compamydustrial properties have excellent accesstarstate highway systems. As of March
1996, the industrial properties were 91% leasedtaiaded approximately 3.7 million rentable squizret.

Thirty-six of the industrial properties, comprisiagproximately 2.8 million rentable square fee¢, @arehouse and bulk distribution facilities
serving the storage and regional distribution neddsanufacturers and distribution companies. The@any's warehouse and distribution
facilities are designed for bulk storage of materéand manufactured goods in buildings with intehieights typically of 20 feet or more and
office build-out of generally 25% or less. All dfe Company's distribution facilities have dock liies for trucks as well as grade level
loading for lighter vehicles and vans. Each of@mnpany's warehouse and distribution facilitiesgaipped with sprinkler systems.

Sixty-two of the Company's industrial propertiesmprising approximately 1.0 million rentable squiet, are service center buildings,
which are adaptable for a variety of uses, inclgdiffice, light industrial, warehouse, distributj@ssembly, research and development and
retail. The service center properties have vargimgunts of office finish (from 5% to 97%) and thesints vary accordingly. The service
centers are frequently leased in units of 2,0006t000 square feet and offer users interior heighis! feet or more for storage with grade
level loading doors. Many provide dock facilities\aell.

The following tables set forth certain leasing infiation (on a per rentable square foot basis)ferGompany's industrial properties for the
three-month period ended March 31, 1996:
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NET EFFECTIVE RENTSRELATED TO RE-LEASED
INDUSTRIAL SPACE AT THE HIGHWOODS PROPERTIES

Number of lease transaction (Signed 1€ases)........ e ———— 73
Rentable square footage 1eased.........ccccoeeeeee e ———— 669,007
Average per rentable square foot over the lease ter m:
Base rent (1).ccccocieiiiiiieeiieeieeeee s $ 4.55
Tenant IMPrOVEMENES.....cviiieeeeeeiiiiccceeee e (0.18)
Leasing COMMISSIONS.....cuuuiiiiiiiieieeeeannnees e (0.08)
RENt CONCESSIONS.....vviiiiiiiiieciiieeeeeee e -
Effective rent (2)...cccocvvieviiiicieeeees e $ 4.29
EXPENSE StOP (B).evvvvemeiiiiiiiieeeieieieeieeee e (0.31)
Equivalent effective Net rent (4)......ccccceeees e $ 3.98
Average term iN YEarS.....coooovvvvieeciiiicees s 2

(1) Equals aggregate base rent received overridsgiective terms from all lease transactions dutiegeriod, divided by the terms in mon
for such leases, multiplied by 12, divided by tbi&k rentable square feet leased under all leassdctions during the period.

(2) Equals aggregate base rent received overridsgiective terms from all lease transactions dutiegeriod minus all tenant improvements
and leasing commissions from all lease transactlomnisg the period, divided by the terms in morfthrssuch leases, multiplied by 12, divic
by the total rentable square feet leased undézade transactions during the period.

(3) Equals the amount of real estate taxes, opgratsts and utility costs that the landlord isgdded to pay on an annual basis. The tenant is
required to pay any increases above such amount.

(4) Equals effective rent minus expense stop.

RENTAL TRENDS FOR HIGHWOODS PROPERTIES
(INDUSTRIAL ONLY)

Number of leases commenced during period............ e 69

Average final rate with expense pass throughs...... $4.45

Average first year cash rental rate................. $4.66

Percentage iNCrease.....cccccccveeeeeeevenieecceee e 4.72 %

The following table sets forth the capital expeadis committed by the Company under signed leasdsriant improvements and lease
commissions for re-leased industrial space dutiegtiree-month period ended March 31, 1996:

CERTAIN EXPENDITURESRELATED TO RE-LEASED HIGHWOODS PROPERTIES
(INDUSTRIAL ONLY)

Tenant improvements:
Total dollars committed under signed [eases...... $456,808

Rentable square feet......ccccvveecceeees e 669,007

Per rentable square fOOt.......cccccevcccececs e $ 0.68
Leasing commissions:

Total dollars committed under signed [eases...... $158,537

Rentable square feet......ccccvvveeeceeees e 669,007

Per rentable square fOOt.......ccccceveccccecs $ 024
Total:

Total dollars committed under signed leases...... $615,345

Rentable square feet......ccccvveeeecceeees e 669,007

Per rentable square fOOt.......cccccvvcceecccs $ 0.92



The following table sets forth scheduled leaseratioins for leases in place at the Company's imdligroperties as of March 31, 1996, for
each of the 10 years beginning with March 31, 1986uming no tenant exercises renewal optionsterrisinated on account of tenant
defaults:

LEASE EXPIRATIONS OF HIGHWOODS PROPERTIES
(INDUSTRIAL ONLY)

AVE RAGE
PERCENTAGE OF ANNU ALIZED
RENTA BLE TOTAL LEASED RENTAL REVENUE PERCENTAGE OF
SQUARE FEET SQUARE FEET ANNUALIZED PER SQUARE TOTAL ANNUALIZED
NUMBER SUBJEC TTO REPRESENTED BY RENTAL REVENUE FOOT UNDER RENTAL REVENUE
OF LEASES EXPIR ING EXPIRING UNDER EXPIRING EXP IRING REPRESENTED BY
LEASE EXPIRING EXPIRING LEAS ES LEASES LEASES (1) LE ASES EXPIRING LEASES
Remainder of 1996............ 156 1,55 3,489 46.4% $ 6,715,994 $ 4.32 41.8%
1997 90 60 7,743 18.2 3,090,728 5.09 19.3
1998 86 32 8,357 9.8 2,225,222 6.78 13.9
1999 50 21 7,180 6.5 1,234,631 5.68 7.7
2000 20 31 1,315 9.3 1,499,486 4.82 9.3
2001 6 4 3,702 1.3 311,911 7.14 1.9
2002 2 25 7,210 7.7 766,355 2.98 4.8
2003 1 3,375 0.1 18,428 5.46 0.1
2004 - - 0.0 - - -
2005.... 4 2 3,450 0.7 190,674 8.13 1.2
Thereafter..........cc...... - - -- - - -
Total or average............. 415 3,34 5,821 100.0% $ 16,053,429 $ 4.80 100.0%

(1) Includes operating expense pass throughs ariddss the effect of future contractual rent inse=sa
THE CROCKER PROPERTIES

The Crocker Properties consist of 58 suburbanefiigildings and 12 service center properties lacatd 5 metropolitan areas in seven states
in the Southeastern United States encompassinglaofapproximately 5.7 million rentable squaretfeSixty-three of the properties are
located in suburban office parks and comprise apprately 4.7 million square feet of rentable spakige remaining seven properties are also
located in suburban areas in the Southeast.

The Crocker Properties were developed between 4880991 and have a weighted average age of nare.yEhe majority of the Crocker
Properties were acquired by Crocker or its predaresn 1993, near the end of a downturn in comialereal estate markets that resulted
from the over-building of the 1980s. Most of theo€ker Properties are used for more than one busamivity. The Crocker Properties are
similar in quality to that of the Highwoods Propest They are primarily of brick or concrete counstion, having one to ten stories, with lush
landscaped areas and sufficient parking for tme@rided use. The Crocker Properties are well magdeand strategically located near
transportation corridors. All of the Crocker Prajes have been inspected by independent enginieers September 1993 and are in good to
excellent physical condition. Other than regulaimenance operations and routine tenant improvesném: Company does not anticipate the
necessity of undertaking any significant renovatiorconstruction projects at any of the Crockerpertes in the near term. Certain of the
Crocker Properties are encumbered by mortgage iedebss. See "Recent Developments -- Financinyifies and Liquidity."

Management of the Crocker Properties is supeniigedrocker's asset managers in regional officessi@management is conducted by
Crocker at 55 of its Properties. Highwoods intetodsetain substantially all of Crocker's on-siterragers following the Merger and to reduce
the reliance on third-party property managers aadihg agents with respect to the Crocker Prosertie

OFFICE PROPERTIES. The Crocker portfolio of offfm®perties consists of 58 suburban office buildifgsof March 31, 1996, the office
properties were 95% leased and totaled approxigndt2imillion rentable square feet. Fifty-one of thfice properties are located in
developed business parks. All of the office prapsrhave sufficient on-site parking
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for a fully occupied facility. The office properidave an average age (weighted by Annualized RReteenue) of 8.9 years.

The following tables set forth certain leasing mmfiation (on a per rentable square foot basis)Herdffice properties owned by Crocker for
the three month-period ended March 31, 1996:

NET EFFECTIVE RENTSRELATED TO RE-LEASED OFFICE SPACE
AT THE CROCKER PROPERTIES

Number of lease transaction (signed leases) (1)....
Rentable square footage leased.....................
Average per rentable square foot over the lease ter

Base rent (2)......ccoceeeeiiiiieeiniiiieeeee

Tenant improvements...........ccccceeevveennee.

Leasing COMMISSIONS.........ccvvvveeeeeeienianns

Rent concessions.........coccvvveeviiiieeenne

Effective rent (3)......coccoveeiiiiiiiennnns

EXPense Stop (4)...cceeeeereeeeiiiiiieaeeninns

Equivalent effective net rent (5)................
Average term in Years.........cccceevveercueeens

(1) Includes the exercise of a one-year lease rahiegyylBM for 68,500 square feet at ONCC -- "W" lding in the Research Triangle Park.

(2) Equals aggregate base rent received overridsgiective terms from all lease transactions dutiegeriod, divided by the terms in mon
for such leases, multiplied by 12, divided by tbkrentable square feet leased under all leassdctions during the period.

(3) Equals aggregate base rent received overrigsgiective terms from all lease transactions dutiegperiod minus all tenant improvements
and leasing commissions from all lease transactiomisg the period, divided by the terms in morftirssuch leases, multiplied by 12, divic
by the total rentable square feet leased undézade transactions during the period.

(4) Equals the amount of real estate taxes, opgratsts and utility costs that the landlord isgdded to pay on an annual basis. The tenant is
required to pay any increases above such amount.

(5) Equals effective rent minus expense stop.

RENTAL RATE TRENDS FOR CROCKER PROPERTIES
(OFFICE ONLY)

Number of leases commenced during period........... . 7

Average final rate with expense pass throughs...... L, $14.84
Average first year cash rental rate................ . ———— $16.21
Percentage iNCrease.....ccccccvvevvvviiciccccciees e —————— 9.23%



The following table sets forth the capital expeudis committed by Crocker under signed leasesfarit improvements and lease
commissions for re-leased office space owned bygkanofor the three-month period ended March 316199

CERTAIN EXPENDITURES RELATED TO RE-LEASED CROCKER PROPERTIES
(OFFICE ONLY)

Tenant improvements:

Total dollars committed under signed leases...... $180,538

Rentable square feet..... 128,907

Per rentable square foot...............cconee $ 1.40
Leasing commissions:

Total dollars committed under signed leases...... $116,847

Rentable square feet..........ccccvvvveerenennn. 128,907

Per rentable square foot...............cconee $ 091
Total:

Total dollars committed under signed leases...... e $297,385

Rentable square feet.........ccccoevvieiernnns 128,907

$ 231

Per rentable square foot...............cconee

The following table sets forth scheduled lease ratioins for leases for Crocker's office properiieplace as of March 31, 1996, for each of
the 10 years beginning with March 31, 1996, assgmimtenant exercises renewal options or is terméhdue to default:

LEASE EXPIRATIONS OF CROCK ER PROPERTIES
(OFFICE ONLY)

AV ERAGE
PERCENTAGE OF ANN UALIZED
RENT ABLE TOTAL LEASED RENTA L REVENUE PERCENTAGE OF
SQUAR EFEET SQUARE FEET ANNUALIZED PER SQUARE  TOTAL ANNUALIZED
NUMBER  SUBJE CTTO REPRESENTEDBY RENTAL REVENUE FOO T UNDER RENTAL REVENUE
OF LEASES  EXPI RING EXPIRING UNDER EXPIRING EX PIRING REPRESENTED BY
LEASE EXPIRING EXPIRING LEA SES LEASES LEASES (1) L EASES EXPIRING LEASES
Remainder of 1996............. 71 38 9,110 9.3% $ 5,605,984 $ 14.41 9.6%
66 8,690 16.0 8,790,584 13.15 15.0
72 6,341 17.4 9,880,076 13.60 16.9
56 2,977 135 8,062,666 14.32 13.8
50 2,275 12.0 7,903,807 15.74 135
38 2,806 9.1 5,952,787 15.55 10.2
33 7,705 8.1 5,187,273 15.36 8.9
18 6,643 4.4 2,433,831 13.04 4.2
5 5,926 13 828,758 14.82 14
28 8,180 6.9 2,474,227 8.59 4.2
8 2,473 2.0 1,347,284 16.34 2.3
4,18 3,126 100.0% $ 58,467,277 $ 13.98 100.0%

(1) Annualized Rental Revenue is March 1996 remtaénue (base rent plus operating expense pasgttspmultiplied by 12.

THE SERVICE CENTER PROPERTIES. The Crocker portfaticludes 12 service center properties. All okthproperties are located in
business or industrial parks. All of the Crockewss center properties have excellent accessiéositate highway systems. As of March 31,
1996, the service center properties were 93% leasédotaled approximately 1.1 million rentable agufeet.
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The Crocker service center properties are adaptabkevariety of uses, including office, light unstrial, warehouse, distribution, assembly,
research and development and retail. The serviteicproperties have varying amounts of officesfin{from 10% to 70%) and their rents
vary accordingly. The service centers are freqydatised in units of 2,000 to 15,000 square feetddfer users interior heights of 14 feet or
more for storage with grade level loading doorsniylprovide dock facilities as well. All of the sé&® centers have sufficient on-site parking

for a fully occupied facility.

The following tables set forth certain leasing mfi@ation (on a per rentable square foot basis)HerGrocker service center properties for the

three-month period ended March 31, 1996:

NET EFFECTIVE RENTSRELATED TO RE-LEASED
SERVICE CENTER SPACE AT THE CROCKER PROPERTIES

Number of lease transaction (signed 1eases)........ L ————
Rentable square footage leased........ccccccceeeeee. s

Average per rentable square foot over the lease ter m:

Base rent (1) oo e
Tenant improVemMeNtS....ccccoviivveeniienneees
Leasing COMMISSIONS......ccccoviiiiiienniiis e
RENt CONCESSIONS.....vviiiiiiiiieiiiieeeeees e
EffeCtive reNt (2)..eceeeveiieeeeiiiiiiieeceeeee e
EXPENSE StOP (B).eevvvvrviiiiiiieieeiiiieiiieeeee e
Equivalent effective net rent (4)........ceeeee. e
AVErage term iN YEarS....coceviveaiieeeiieeeee e

(1) Equals aggregate base rent received overridsgiective terms from all lease transactions dutiegeriod, divided by the terms in mon

for such leases, multiplied by 12, divided by tbekrentable square feet leased under all leassdctions during the period.

(2) Equals aggregate base rent received overrisgiective terms from all lease transactions dutiegperiod minus all tenant improvements
and leasing commissions from all lease transactiomisg the period, divided by the terms in morftirssuch leases, multiplied by 12, divic

by the total rentable square feet leased undézadk transactions during the period.

(3) Equals the amount of real estate taxes, opgratsts and utility costs that the landlord isgdded to pay on an annual basis. The tenant is

required to pay any increases above such amount.

(4) Equals effective rent minus expense stop.

RENTAL TRENDS FOR CROCKER PROPERTIES

(SERVICE CENTER ONLY)

Number of leases commenced during Period........... . e
Average final rate with expense pass throughs......
Average first year cash rental rate................ . ———————
Percentage iNCrease......cccccvvvicnccnccc e

%



The following table sets forth the capital expeudis committed by Crocker under signed leasesfarit improvements and lease
commissions for re-leased industrial space dutiegtree-month period ended March 31, 1996:

CERTAIN EXPENDITURESRELATED TO RE-LEASED CROCKER PROPERTIES
(SERVICE CENTER ONLY)

Tenant improvements:

Total dollars committed under signed leases...... $79,512.90

Rentable square feet..... 50,413

Per rentable square foot...............cconee $ 158
Leasing commissions:

Total dollars committed under signed leases...... $10,878.25

Rentable square feet..........ccccvvvveerenennn. 50,413

Per rentable square foot...............cconee $ 0.22
Total:

Total dollars committed under signed leases...... $90,391.15

Rentable square feet.........ccccoevvieiernnns 50,413

Per rentable square foot...............cconee $ 1.79

The following table sets forth scheduled lease ratioins for leases in place at Crocker's servicgkecgroperties as of March 31, 1996, for
each of the 10 years beginning with March 31, 1886uming no tenant exercises renewal optionsterri@nated on account of tenant
defaults:

LEASE EXPIRATIONS OF CROCKER PROPERTIES
(SERVICE CENTER ONLY)

AV ERAGE
PERCENTAGE OF ANN UALIZED
RENT ABLE TOTAL LEASED RENTA L REVENUE PERCENTAGE OF
SQUAR EFEET SQUARE FEET ANNUALIZED PER SQUARE  TOTAL ANNUALIZED
NUMBER  SUBJE CTTO REPRESENTEDBY RENTAL REVENUE FOO T UNDER RENTAL REVENUE
OF LEASES  EXPI RING EXPIRING UNDER EXPIRING EX PIRING REPRESENTED BY
LEASE EXPIRING EXPIRING LEA SES LEASES LEASES (1) L EASES EXPIRING LEASES
Remainder of 1996............. 20 15 1,589 12.9% $1,153,083 $ 7.61 13.3%
23 0,128 20.9 1,861,150 8.09 20.2
16 9,576 16.4 1,460,495 8.61 14.8
26 1,206 20.8 1,851,032 7.09 22.9
25 3,654 225 2,010,487 7.93 22.2
7 5,875 6.5 583,119 7.69 6.6
1,14 2,028 100.0% $8,919,366 $ 7.81 100.0%

(1) Annualized Rental Revenue is March 1996 remta¢nue (base rent plus operating expense pasgittepmultiplied by 12.
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TABLE OF PROPERTIES

The following table and the notes thereto set fortbrmation regarding the Properties at March1396:

BUILDING YEA
PROPERTY TYPE (1) BUI

HIGHWOOD
RESEARCH TRIANGLE, NC

HIGHWOODS OFFICE CENTER

Amica O 19
Arrowood O 19
Aspen O 19
Birchwood (0] 19
Cedar East (0] 19
Cedar West (0] 19
Cottonwood (0] 19
Cypress O 19
Dogwood (0] 19
Hawthorn O 19
Highwoods Tower (0] 19
Holly (0] 19
Ironwood (0] 19
Kaiser O 19
Laurel O 19
Leatherwood O 19
Smoketree Tower (@) 19
REXWOODS OFFICE CENTER
2500 Blue Ridge (0] 19
Blue Ridge Il O 19
Rexwoods Center 0 19
Rexwoods I O 19
Rexwoods Il O 19
Rexwoods IV (0] 19
TRIANGLE BUSINESS CENTER
Bldg. 2A (0] 19
Bldg. 2B S 19
Bldg. 3 0 19
Bldg. 7 O 19
PROGRESS CENTER
Cape Fear (0] 19
Catawba (0] 19
CompuChem O 19
NORTH PARK
4800 North Park O 19
4900 North Park (@) 19
5000 North Park (@) 19
CREEKSTONE PARK
Creekstone Crossing O 19
Riverbirch O 19
Willow Oak (0] 19
RESEARCH COMMONS
EPA Administration (0] 19
EPA Annex (0] 19
4501 Bldg. (0] 19
4401 Bldg. (0] 19
4301 Bldg. (0] 19
4201 Bldg. (0] 19
TENANTS
25% O
OF RE
SQUARE
PROPERTY MARCH
RESEARCH TRIANGLE, NC
HIGHWOODS OFFICE CENTER
Amica Amica Mutual Ins
Arrowood First Citizens B
Aspen N/A
Birchwood Donohoe Construc
Southlight, Inc.
Cedar East Amerimark Buildi
Cedar West N/A
Cottonwood First Citizens B
Cypress GSA-Army Recruit
Dogwood First Citizens B

Hawthorn Carolina Telepho

PERCENT PERCENT
RENTABLE LEASED AT OCCUPIED AT PER
R SQUARE MARCH 31, MARCH31, OFF
LT FEET 1996 1996 FIN

S PROPERTIES

83 20,708 100% 87%
79 58,743 100 100
80 36,666 87 87
83 12,748 100 100
81 39,904 100 100
81 39,903 95 95
83 40,150 100 100
80 39,004 100 100
83 40,613 100 100
87 63,797 100 100
91 185,222 99 98
84 20,186 100 100
78 35,695 96 96
88 56,915 100 100
82 39,382 100 100
79 36,581 99 96
84 151,703 82 82
82 61,864 100 100
88 20,673 100 100
90 41,686 100 100
93 20,845 100 100
92 42,484 100 100
95 42,003 76 76
84 102,400 98 98
84 32,000 100 100
88 135,360 96 96
86 126,728 78 78
79 40,058 32 32
80 37,456 100 100
80 105,540 100 100
85 168,016 100 100
84 32,002 97 83
80 75,395 83 83
90 59,299 92 88
87 59,971 100 100
95 88,783 92 92
66 46,718 100 100
66 145,875 100 100
85 56,566 100 100
87 115,526 84 84
89 90,894 100 100
91 83,731 100 100
LEASING

R MORE

NTABLE

FEET AT

31, 1996

urance Company
ank & Trust

tion Company,
ng Products
ank & Trust
ers

ank & Trust
ne

CENT
ICE
ISH

100%
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100

100
100
100
100
100
100

100
100
100

100



Highwoods Tower Maupin, Taylor,
Holly Capital Associat
Ironwood First Citizens B
Kaiser Kaiser Foundatio
Laurel Microspace Commu
Citizens Bank &
Leatherwood GAB North Americ
Smoketree Tower N/A
REXWOODS OFFICE CENTER
2500 Blue Ridge Rex Hospital, In
Blue Ridge Il McGladrey & Pull
Rexwoods Center N/A
Rexwoods I Raleigh Neurolog
Miller Building
Rexwoods Il Piedmont Olsen H
Rexwoods IV N/A
TRIANGLE BUSINESS CENTER
Bldg. 2A Harris Corporati
Management, Inc.
Bldg. 2B International Pa
Bldg. 3 N/A
Bldg. 7 Broadband Techno
PROGRESS CENTER
Cape Fear N/A
Catawba GSA -- EPA
CompuChem CompuChem (3)
NORTH PARK
4800 North Park IBM-PC Division
4900 North Park N/A
5000 North Park N/A
CREEKSTONE PARK
Creekstone Crossing N/A
Riverbirch Digital Equipmen
Quintiles, Inc.
Willow Oak AT&T Corporation
RESEARCH COMMONS
EPA Administration Environmental Pr
EPA Annex Environmental Pr
4501 Bldg. Martin Marietta
4401 Bldg. Ericsson
4301 Bldg. Glaxo Wellcome |
4201 Bldg. Environmental Pr

Ellis & Adams
ed Industries

ank & Trust

n

nications, First
Trust

a, Inc.

C.

en

y Clinic (2),
Corporation
ensley, Inc.

on, AAl Systems
per

logies, Inc.

t Corporation,

otection Agency
otection Agency

nc. (4)
otection Agency
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BUILDING YEA
PROPERTY TYPE (1) BUI
HOCK PORTFOLIO
Fairfield | O 19
Fairfield Il O 19
Qualex (0] 19
4101 Roxboro (0] 19
4020 Roxboro (0] 19
SIX FORKS CENTER
Six Forks Center | (0] 19
Six Forks Center Il (0] 19
Six Forks Center 1lI (0] 19
OTHER RESEARCH TRIANGLE
PROPERTIES
Colony Corporate Center O 19
Concourse (0] 19
Expressway One Warehouse | 19
Holiday Inn (0] 19
Lake Plaza East O 19
Phoenix (0] 19
South Square | O 19
South Square Il O 19
Cotton Building (0] 19
TOTAL OR WEIGHTED AVERAGE
TENANTS
25% O
OF RE
SQUARE
PROPERTY MARCH
HOCK PORTFOLIO
Fairfield | Reliance
Fairfield Il Qualex
Qualex Qualex

4101 Roxboro
4020 Roxboro

Duke -- Cardiolo
Duke -- Pediatri

Duke -- Cardiolo

SIX FORKS CENTER
Six Forks Center |
Six Forks Center Il N/A
Six Forks Center IlI EDS

OTHER RESEARCH TRIANGLE

PROPERTIES
Colony Corporate Center

Centura Bank

Rust Environment

Infrastructure,
Concourse Clintrials
Expressway One Warehouse West's Durham Tr
Holiday Inn Holiday Inns, In
Lake Plaza East N/A
Phoenix N/A

South Square |
South Square I
Cotton Building
Inc.
TOTAL OR WEIGHTED AVERAGE

PIEDMONT TRIAD, NC

AIRPARK EAST
Highland Industries S
Service Center 1 S
Service Center 2 S
Service Center 3 S
Service Center 4 S
Copier Consultants S
Service Court S
Bldg. 01
Bldg. 02
Bldg. 03
Bldg. A
Bldg. B
Bldg. C
Sears Cenfact O
Hewlett Packard O
Warehouse 1
Warehouse 2
Warehouse 3
Warehouse 4

AIRPARK NORTH

0O00OpoO0O0

Blue Cross and B
Coastal Healthca
Cotton Inc., Ass

DC-1 | 19
DC-2 | 19

PERCENT

PERCENT

RENTABLE LEASED AT OCCUPIED AT PER
R SQUARE MARCH 31, MARCH 31, OFF
LT FEET 1996 1996 FIN
87 50,540 92% 92%
89 61,064 90 90
85 67,000 100 100
84 56,000 100 100
89 40,000 100 100
82 33,867 100 100
83 55,603 94 94
87 60,662 99 99
85 53,324 100 100
86 131,645 99 99
90 59,600 100 100
84 30,000 100 100
84 71,254 97 97
90 26,449 91 91
88 56,401 100 100
89 58,793 100 100
72 40,035 100 100
3,702,030 95% 95%
LEASING
R MORE
NTABLE
FEET AT
31, 1996
aqy
cs
aqy
al &
Fujitsu

ansfer & Storage
c.

lue Shield
re Group, Inc.
ociated Insurances

90 12,500
85 18,575
85 18,672
85 16,498
85 16,500
90 20,000
90 12,600
90 24,423
86 23,827
86 23,182
86 56,272
88 54,088
90 134,893
89 49,504
96 15,000
85 64,000
85 64,000
86 57,600
88 54,000
86 112,000
87 111,905

100 100
86 86
100 100
86 86
100 100
100 100
75 75
100 100
100 100
100 100
85 85
93 93
100 100
100 100
76 76
100 100
88 88
100 100
100 100
100 100
100 100

CENT
ICE
ISH

100%
100
100
100
100

100
100
100

100
100

100
100
100
100
100



DC-3
DC-4
AIRPARK WEST

Airpark |
Airpark Il
Airpark IV
Airpark V
Airpark VI

PIEDMONT TRIAD, NC
AIRPARK EAST
Highland Industries
Service Center 1
Service Center 2
Service Center 3
Service Center 4
Copier Consultants
Service Court
Bldg. 01
Bldg. 02
Bldg. 03
Bldg. A
Bldg. B

e
© ©

00000
-
[{e]

Highland Industr
Genetic Design
Genetic Design
ECPI
Genetic Design
Copier Consultan
Genetic Design
Health & Hygiene
United States Po
Time Warner, Mar
N/A
Hewlett-Packard

Postal Service

Bldg. C

Sears Cenfact
Hewlett Packard
Warehouse 1

John Hancock
Sears Roebuck &
Hewlett Packard
Guilford Busines

Safelite Glass C

Warehouse 2

Volvo GM Heavy T

Street Bank Real

Warehouse 3

Warehouse 4
AIRPARK NORTH

DC-1

DC-2

US Air Inc., Gar
First Data Resou

VSA, Inc.
Sears Roebuck &

Products Dist. |
South

DC-3

Fashions Outlet

Continuous Forms

DC-4
AIRPARK WEST
Airpark |
Airpark Il
Airpark IV
Airpark V
Airpark VI

RSVP Communicati

Volvo GM Heavy T
Mohawk Carpet Co
Max Radio of Gre
NCR Corporation
Brookstone Colle

88 75,000
88 60,000
84 60,000
85 45,680
85 22,612
85 21,923
85 22,097
ies, Inc. (5)

ts

stal Service
tin Marietta

Co., United States

Company

Co.

s Forms, Inc.,
orp.

ruck Corp., State
ty

lock, Inc.

rces, Inc.

Co., Summit Pet
nc., Electric

of America, Inc.,
& Checks, Inc.
ons, Inc.

ruck Corp.
rporation

ensboro

ge, Anacomp
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BUILDING YEA

PROPERTY TYPE (1) BUI
WEST POINT BUSINESS PARK
BMF Warehouse | 19
WP-11 | 19
WP-12 | 19
WP-13 | 19
WP-3 & 4 S 19
WP-5 S 19
Fairchild Bldg. | 19
LUWA Bahnson Bldg. (0] 19
UNIVERSITY COMMERCIAL CENTER
W-1 | 19
W-2 | 19
SR-1 S 19
SR-2 01/02 S 19
SR-3 S 19
Bldg. 01/02 (0] 19
Bldg. 03 (@] 19
Bldg. 04 (@] 19
IVY DISTRIBUTION CENTER (6) | 19
19
KNOLLWOOD OFFICE CENTER
370 Knollwood (0] 19
380 Knollwood (0] 19

STONELEIGH BUSINESS PARK
7327 W. Friendly Ave.
7339 W. Friendly Ave.
7341 W. Friendly Ave.
7343 W. Friendly Ave.
7345 W. Friendly Ave.
7347 W. Friendly Ave.
7349 W. Friendly Ave.
7351 W. Friendly Ave.
7353 W. Friendly Ave.
7355 W. Friendly Ave.

SPRING GARDEN PLAZA

NDuununumunuunuumunmnonm
[
©

4000 Spring Garden St. S 19

4002 Spring Garden St. S 19

4004 Spring Garden St. S 19
POMONA CENTER -- PHASE |

7 Dundas Circle S 19

8 Dundas Circle S 19

9 Dundas Circle S 19
POMONA CENTER -- PHASE Il

302 Pomona Dr. S 19

304 Pomona Dr. S 19

306 Pomona Dr. S 19

308 Pomona Dr. S 19

5 Dundas Circle S 19

WESTGATE ON WENDOVER -- PHASE |

305 South Westgate Dr. S 19
307 South Westgate Dr. S 19
309 South Westgate Dr. S 19
311 South Westgate Dr. S 19
315 South Westgate Dr. S 19
317 South Westgate Dr. S 19
319 South Westgate Dr. S 19
TENANTS

25% O

OF RE

SQUARE

PROPERTY MARCH
WEST POINT BUSINESS PARK
BMF Warehouse Sara Lee Knit Pr
WP-11 Microfibres
WP-12 Norel Plastics,
WP-13 Sara Lee Knit Pr
WP-3 & 4 Tri-Communicatio
Safety, Inc.

WP-5 N/A
Fairchild Bldg. Fairchild Indust

LUWA Bahnson Bldg. Luwa Bahnson, In
UNIVERSITY COMMERCIAL CENTER

W-1 Lagenthal Corp.
W-2 Paper Supply Com
SR-1 N/A

SR-2 01/02 Decision Point M
SR-3 Decision Point M

PERCENT PERCENT
RENTABLE LEASED AT OCCUPIED AT PER
R SQUARE MARCH 31, MARCH31, OFF

LT FEET 1996 1996 FIN
86 240,000 100% 100%
88 89,600 36 36
88 89,600 100 100
88 89,600 100 100
88 18,059 100 100
95 25,200 76 76
20 89,000 100 100
20 27,000 100 100
83 44,400 100 100
83 46,500 100 100
83 23,112 100 100
83 17,282 100 100
84 23,825 65 65
83 9,993 51 51
85 37,077 71 71
86 34,470 60 60
30- 400,000 57 57
80

94 90,315 100 100
920 164,141 97 97
87 11,180 100 100
89 11,784 100 100
88 21,048 100 100
88 13,463 100 100
88 12,300 100 100
88 17,978 100 100
88 9,840 100 100
88 19,723 100 100
88 22,826 100 100
88 13,296 88 88
83 21,773 74 74
83 6,684 100 100
83 23,724 83 83
86 14,760 91 91
86 16,488 100 100
86 9,972 100 100
87 16,488 94 94
87 4,344 75 75
87 9,840 88 88
87 14,184 96 96
87 14,184 83 83
85 5,760 83 83
85 12,672 100 100
85 12,960 100 44
85 14,400 100 100
85 10,368 89 89
85 15,552 100 100
85 10,368 100 100
LEASING

R MORE

NTABLE

FEET AT

31, 1996

oducts, Inc.

Sara Lee

oducts, Inc.

ns, Inc., Royso

rial Products
c.

pany

arketing
arketing

CENT
ICE
ISH



Bldg. 01/02 N/A
Bldg. 03 N/A
Bldg. 04 N/A

IVY DISTRIBUTION CENTER (6)  N/A

KNOLLWOOD OFFICE CENTER

370 Knollwood Krispy Kreme, Pr udential Carolinas
Realty
380 Knollwood N/A
STONELEIGH BUSINESS PARK
7327 W. Friendly Ave. American Telecom , Salem Imaging
7339 W. Friendly Ave. IKEA, R.F. Micro Devices
7341 W. Friendly Ave. R.F. Micro Devic es
7343 W. Friendly Ave. Executone
7345 W. Friendly Ave. Disston
7347 W. Friendly Ave. Law Engineering, Winship
7349 W. Friendly Ave. N/A
7351 W. Friendly Ave. General Transpor t, Burlington Air
Express
7353 W. Friendly Ave. Office Equipment , Windsor Door
7355 W. Friendly Ave. R.F. Micro Devic es
SPRING GARDEN PLAZA
4000 Spring Garden St. N/A
4002 Spring Garden St. Jordan Graphics
4004 Spring Garden St. N/A
POMONA CENTER -- PHASE |
7 Dundas Circle N/A
8 Dundas Circle N/A
9 Dundas Circle Netcom, Conserva top Corporation

POMONA CENTER -- PHASE Il
302 Pomona Dr.

304 Pomona Dr. Fortune Personne | Consultants
306 Pomona Dr. AEL Defense Corp oration
308 Pomona Dr. Hering North Ame rica

5 Dundas Circle
WESTGATE ON WENDOVER -- PHASE |

305 South Westgate Dr. Alarmguard, The Computer Store

307 South Westgate Dr. Anders Lufvenhol m

309 South Westgate Dr. Network Informat ion, McRae
Graphics

311 South Westgate Dr. N/A

315 South Westgate Dr. N/A

317 South Westgate Dr. N/A

319 South Westgate Dr. N/A
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BUILDING YEA

PROPERTY TYPE (1) BUI
WESTGATE ON WENDOVER -- PHASE ||
206 South Westgate Dr. S 19
207 South Westgate Dr. S 19
300 South Westgate Dr. S 19
4600 Dundas Circle S 19
4602 Dundas Circle S 19
RADAR ROAD
500 Radar Rd. | 19
502 Radar Rd. | 19
504 Radar Rd. | 19
506 Radar Rd. | 19

HOLDEN/85 BUSINESS PARK
2616 Phoenix Dr. | 19

2606 Phoenix Dr. -- 100 S 19
2606 Phoenix Dr. -- 200 S 19
2606 Phoenix Dr. -- 300 S 19
2606 Phoenix Dr. -- 400 S 19
2606 Phoenix Dr. -- 500 S 19
2606 Phoenix Dr. -- 600 S 19
INDUSTRIAL VILLAGE
7906 Industrial Village Rd.
| 19
7908 Industrial Village Rd.
| 19
7910 Industrial Village Rd.
| 19
OTHER PIEDMONT TRIAD PROPERTIES
6348 Burnt Poplar | 19
6350 Burnt Poplar | 19
Stratford (0] 19
Chesapeake | 19
3288 Robinhood O 19
TOTAL OR WEIGHTED AVERAGE
TENANTS
25% O
OF RE
SQUARE
PROPERTY MARCH

WESTGATE ON WENDOVER -- PHASE ||
206 South Westgate Dr.
207 South Westgate Dr.
300 South Westgate Dr. N/A
4600 Dundas Circle
4602 Dundas Circle

RADAR ROAD

500 Radar Rd. Amoco Foam

Home Care of the
Health Equipment

Oakwood Homes, A
Four Seasons App

502 Radar Rd.
504 Radar Rd.

506 Radar Rd.

East Texas Distr
Triad Internatio

Dayva Industries

Triad Internatio

American Coating
HOLDEN/85 BUSINESS PARK

2616 Phoenix Dr.
2606 Phoenix Dr.
2606 Phoenix Dr.
2606 Phoenix Dr.
2606 Phoenix Dr.
2606 Phoenix Dr.
2606 Phoenix Dr.

-- 100
-- 200
-- 300
-- 400
-- 500
-- 600

Pliana, Inc.
Piedmont Plastic
REHAU, Inc., Rea
N/A
Spectrum Financi
The Record Excha
AT&T, Sumitomo E

INDUSTRIAL VILLAGE
7906 Industrial Village Rd.
Texas Aluminum
7908 Industrial Village Rd.
Bullock Distribu
7910 Industrial Village Rd.
Wadkin North Ame
OTHER PIEDMONT TRIAD PROPERTIES
6348 Burnt Poplar Sears Roebuck &
6350 Burnt Poplar Industries for t
Stratford Southern Nationa
Chesapeake Chesapeake Displ
3288 Robinhood N/A
TOTAL OR WEIGHTED AVERAGE

CHARLOTTE, NC
STEELE CREEK PARK
Bldg. A [ 19

PERCENT PERCENT
RENTABLE LEASED AT OCCUPIED AT PER
R SQUARE  MARCH 31, MARCH 31,

LT FEET 1996 1996
86 17,376 100% 100%
86 26,448 100 100
86 12,960 100 100
85 11,922 100 100
85 13,017 61 61
81 78,000 100 100
86 15,000 100 100
86 15,000 100 100
86 15,000 100 100
85 31,894 100 100
89 15,000 100 100
89 15,000 100 100
89 7,380 67 67
89 12,300 90 90
89 15,180 100 100
89 18,540 90 90
85 15,000 100 100
85 15,000 100 100
85 15,000 100 100
90 125,000 100 100
92 57,600 100 100
91 135,533 97 97
93 250,000 100 100
89 19,599 76 76
4,167,233 92% 90%
LEASING
R MORE
NTABLE
FEET AT
31, 1996

Central Carolinas
Services

quaterra, Inc.
arel

ibuting

nal Maintenance,
nal Maintenance,

S

s, Rexham Corp.
dervision, Inc.

al Services

nge
lectrical

tors, Air Express
rica, Inc.

Co.

he Blind

| Bank
ay & Packaging

89 42,500 100 100

FIN

OFF

15

15

15

100

100

19



Bldg. B
Bldg. E
Bldg. G-1
Bldg. H
Bldg. K

HIGHWOODS/FORSYTH BUSINESS PARK

4101 Stuart Andrew Blvd.
4105 Stuart Andrew Blvd.
4109 Stuart Andrew Blvd.
4201 Stuart Andrew Blvd.
4205 Stuart Andrew Blvd.
4209 Stuart Andrew Blvd.
4215 Stuart Andrew Blvd.
4301 Stuart Andrew Blvd.
4321 Stuart Andrew Blvd.

CHARLOTTE, NC
STEELE CREEK PARK

19

19
19

19

19
S 19
S 19
S 19
S 19
S 19
S 19
S 19
S 19
S 19

Bldg. A Terrell Gear Dri

Bldg. B
Bldg. E
Bldg. G-1
Bldg. H

Pumps Parts & Se
Bradman-Lake Inc
Safewaste Corp.

Sugravo Rallis E

Eurotherm Drives

Bldg. K

Aptech, Inc.

HIGHWOODS/FORSYTH BUSINESS PARK
4101 Stuart Andrew Blvd. N/A
4105 Stuart Andrew Blvd. Re-Directions, T
Clinic, Bell/Sys

4109 Stuart Andrew Blvd.
4201 Stuart Andrew Blvd.
4205 Stuart Andrew Blvd.
4209 Stuart Andrew Blvd.
4215 Stuart Andrew Blvd.

Inc.

4301 Stuart Andrew Blvd.
4321 Stuart Andrew Blvd.

N/A

N/A

Sunbelt Video, |
N/A

Cleaning Service

Circle K
Communications T

85 15,031
85 39,300
89 22,500
87 53,614
85 19,400
84 12,185
84 4,528
84 15,212
82 19,333
82 23,401
82 15,901
82 23,372
82 40,601
82 12,774
ves, Inc.

rvices Inc. (7)
., Aptech, Inc.
ngraving,

, Inc.

ransit & Level
co Food

nc.

s Group, Rodan,

echnology
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BUILDING YEA

PROPERTY TYPE (1) BUI
PARKWAY PLAZA
Building 1 (0] 19
Building 2 (0] 19
Building 3 (0] 19
Building 7 (8) 0] 19
Building 8 (8) 0] 19
Building 9 (8) | 19
OTHER CHARLOTTE PROPERTIES
First Citizens (0] 19
TOTAL OR WEIGHTED AVERAGE
TENANTS
25% O
OF RE
SQUARE
PROPERTY MARCH
PARKWAY PLAZA
Building 1 BASF Corporation
Building 2 N/A
Building 3 N/A
Building 7 (8) Northwest Mortga
Building 8 (8) Greenpoint Finan
Building 9 (8) Personal Financi

OTHER CHARLOTTE PROPERTIES
First Citizens Volvo Car Financ
TOTAL OR WEIGHTED AVERAGE

NASHVILLE, TN
MARYLAND FARMS

Eastpark 1 (0] 19
Eastpark 2 (0] 19
Eastpark 3 (0] 19
5310 Maryland Way (@] 19
OTHER NASHVILLE PROPERTIES
Lakeview (0] 19
3401 Westend O 19
BNA O 19
TOTAL OR WEIGHTED AVERAGE
NASHVILLE, TN
MARYLAND FARMS
Eastpark 1 Brentwood Music,
Corp.
Eastpark 2 PMT Services, In
Eastpark 3 N/A
5310 Maryland Way BellSouth
OTHER NASHVILLE PROPERTIES
Lakeview The Kroger Co. (
3401 Westend N/A
BNA N/A
TOTAL OR WEIGHTED AVERAGE
RICHMOND, VA
INNSBROOK OFFICE CENTER
Markel American (0] 19

Proctor-Silex (0] 19
Vantage Place | (@]
Vantage Place Il (@]
Vantage Place Il (@] 19
Vantage Place IV (0]
Vantage Point (0]
Innsbrook Tech | S

DEQ Technology Center O 19

DEQ Office 0] 19
TECHNOLOGY PARK

Virginia Center (@) 19

TOTAL OR WEIGHTED AVERAGE
TOTAL OR WEIGHTED AVERAGE OF ALL
HIGHWOODS PROPERTIES

RICHMOND, VA
INNSBROOK OFFICE CENTER
Markel American Mark IV
Proctor-Silex Proctor-Silex, |
Vantage Place |
Vantage Place Il
Vantage Place I

Hastings-Tapley
Stenrich Group,

Rountrey and Ass

PERCENT PERCENT

RENTABLE
R SQUARE
LT FEET
82 58,263
83 88,227
84 82,307
85 60,722
86 40,615
84 110,000
89 57,214

857,000
LEASING
R MORE
NTABLE
FEET AT
31, 1996
ge
cial Corp.
al Asst., Inc.
e, Inc.
78 29,797
78 85,516
78 77,480
94 76,615
86 99,722
82 253,010
85 234,377
856,517

Volunteer Credit

C.

9), Centex
88 39,306
86 58,366
87 15,334
87 14,223
88 14,615
88 14,616
920 63,867
91 18,095
91 53,999
91 70,423
85 119,064
481,908
10,064,688
nc.
ociates

Inc.

LEASED AT OCCUPIED AT PER
MARCH 31, MARCH 31, OFF

1996 1996  FIN
88% 88%
93 93
81 81
100 100
100 100
100 100
100 100

93% 93%
9% 9%
100 100
99 99
100 100
100 100

98 98
92 92

97% 97%
93 93
100 100
100 100
20 )
100 100
100 100
100 100
100 100
81 81
100 100

92 75
95% 91%
94% 93%

CENT
ICE
ISH

100%
100
100
100
100

100

100
100
100
100

100
100
100



Vantage Place IV Corvel Healthcar

Vantage Point EDS, Colonial In
Innsbrook Tech | Air Specialists
Assoc.
DEQ Technology Center Virginia State G
DEQ Office Virginia State G
TECHNOLOGY PARK
Virginia Center N/A

TOTAL OR WEIGHTED AVERAGE
TOTAL OR WEIGHTED AVERAGE OF ALL
HIGHWOODS PROPERTIES

e, Cemetary Mgmt.
c.
of VA, Hobbs &

ov., First Health
ov.
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BUILDING YEA

PROPERTY TYPE (1) BUI

TENANTS

25% O
OF RE

SQUARE
PROPERTY MARCH
TAMPA, FL
Tower Place (@] 19
Atrium (0] 19
Sabal Business Center VI O 19
Progressive Insurance O 19
Sabal Business Center VII O 19
Sabal Business Center V O 19
Registry Il O 19
Registry | O 19
Sabal Business Center IV O 19
Sabal Tech Center (0] 19
Sabal Park Plaza (0] 19
Sabal Lake Building (@] 19
Sabal Business Center | (0] 19
Benjamin Center #9 (0] 19
Sabal Business Center Il (0] 19
Benjamin Center #7 (@) 19
Registry Square (0] 19
Expo Building O 19
Sabal Business Center Il (0] 19
Day Care Center (0] 19
TOTAL OR WEIGHTED AVERAGE
ATLANTA, GA
Oakbrook V (0] 19
Oakbrook Il S 19
Oakbrook 1 S 19
Oakbrook | S 19
Oakbrook 1V (0] 19

TOTAL OR WEIGHTED AVERAGE
GREENVILLE, SC
Brookfield-Jacobs-Sirrine O 19

Brookfield Plaza O 19
Patewood Business Center S 19
Patewood V (0] 19
Patewood IV (0] 19
Patewood Il (0] 19
Brookfield-YMCA S 19
TOTAL OR WEIGHTED AVERAGE

BOCA RATON, FL

One Boca Place (0] 19
Scott Center (6] 19
Crocker Financial Plaza (0] 19
TOTAL OR WEIGHTED AVERAGE
TAMPA, FL

Tower Place N/A

Atrium GTE Data Service

Sabal Business Center VI
Progressive Insurance

Pharmacy Managem
Progressive Amer

Sabal Business Center VII Pharmacy Managem
Sabal Business Center V Lebbar-Friedman
Registry Il N/A

Registry | N/A

Sabal Business Center IV Phillips Educati

Central Florida,

TGC Home Health
National RX Serv
State of Florida

Revenue,

ERM South, Inc.

Sabal Lake Building Warner Publisher

Sabal Business Center | N/A

Benjamin Center #9 First Image Mana

Sabal Business Center I Owen Ayres and A

Benjamin Center #7 Basetec Office S

Registry Square Proctor & Redfer

Expo Building Exposystems, Inc

Sabal Business Center Ill Eli Witt Co.

Sabal Tech Center
Sabal Park Plaza

PERCENT PERCENT
RENTABLE LEASED AT OCCUPIED AT PER
R SQUARE MARCH 31, MARCH31, OFF
LT FEET 1996 1996 FIN

LEASING
R MORE
NTABLE
FEET AT
31, 1996

CROCKER PROPERTIES

88 180,848 93% 93%
89 129,855 71 71
88 99,136 100 100
88 83,648 100 100
90 71,248 100 100
88 60,578 100 100
87 58,781 94 94
85 58,319 86 86
84 49,368 100 100
89 48,220 100 100
87 46,758 93 93
86 44,533 88 88
82 40,698 88 88
89 38,405 85 85
84 32,660 79 79
91 30,960 83 83
88 26,568 94 94
81 25,600 100 100
84 21,300 74 74
86 8,000 100 100
1,155,483 91% 91%
85 204,381 100 100
84 164,330 100 100
83 141,942 67 67
81 106,680 87 84
85 89,412 100 100
706,745 92% 92%
90 228,345 100 100
87 116,800 90 73
83 103,302 100 100
90 100,187 100 100
89 61,649 100 100
89 61,367 76 76
90 15,500 46 46
687,150 95% 95%
87 277,630 98 98
89 148,944 96 96
80 80,260 98 98
506,834 98% 98%

s, Incorporated
ent Services, Inc.
ican Insurance Co.
ent Services, Inc.
Inc.

onal Group of
Inc.,

Care, Inc.
ices, Inc.
Department of

Services, Inc.

gement Company
ssociates, Inc.
ystems, Inc.

n, Inc.

CENT
ICE
ISH

100
100

100
100
100

100
100
100



Day Care Center Telesco Enterpri
TOTAL OR WEIGHTED AVERAGE

ATLANTA, GA

Oakbrook V N/A
Oakbrook Il N/A
Oakbrook 1 N/A
Oakbrook | N/A
Oakbrook 1V N/A

TOTAL OR WEIGHTED AVERAGE
GREENVILLE, SC

Brookfield-Jacobs-Sirrine Jacobs-Sirrine E
Brookfield Plaza Dow Brands, Inc.
Patewood Business Center N/A
Patewood V Bell Atlantic Mo

Inc.,
PYA/Monarch, Inc

Patewood IV MCI Telecommunic
Patewood Il MCI Telecommunic
Brookfield-YMCA Kids & Company a

Inc.
TOTAL OR WEIGHTED AVERAGE
BOCA RATON, FL

One Boca Place N/A
Scott Center N/A
Crocker Financial Plaza N/A

TOTAL OR WEIGHTED AVERAGE

ses, Inc.

ngineers, Inc.
bile Systems,

ations Corp.
ations Corp.
t Pelham Falls,
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BUILDING YEA

PROPERTY TYPE (1) BUI
CHARLOTTE, NC
Oakhill Business Park- O 19
Twin Oaks
Oakhill Business Park- O 19
Water Oak
Oakhill Business Park-Scarlet Oak O 19
Oakhill Business Park-English Oak O 19
Oakhill Business Park-Willow Oak O 19
Oakhill Business Park-Laurel Oak (0] 19
TOTAL OR WEIGHTED AVERAGE
MEMPHIS, TN
International Place Phase I O 19
Southwind Office Center "A" (0] 19
Southwind Office Center "B" (0] 19
Kirby Centre (0] 19
Medical Properties, Inc. O 19
TOTAL OR WEIGHTED AVERAGE
RESEARCH TRIANGLE, NC
ONCC-Phase | S 19
ONCC-"W" Building O 19
5301 Departure Drive S 19
ONCC 3645 Trust Drive (0] 19
ONCC 5220 Green's Dairy Road (@) 19
ONCC 5200 Green's Dairy Road O 19
TOTAL OR WEIGHTED AVERAGE
NASHVILLE, TN
Grassmere | S 19
Grassmere |l S 19
Grassmere | S 19
TOTAL OR WEIGHTED AVERAGE
COLUMBIA, SC
Fontaine | (0] 19
Center Point | (0] 19
Fontaine Il (0] 19
Fontaine 111 (0] 19
Fontaine V O 19
TOTAL OR WEIGHTED AVERAGE
ORLANDO, FL
Metrowest | (e} 19
Southwest Corporate Center O 19
TOTAL OR WEIGHTED AVERAGE

TENANTS

25% O
OF RE

SQUARE

PROPERTY MARCH

CHARLOTTE, NC

Oakhill Business Park-

Twin Oaks

Oakhill Business Park- N/A

Water Oak

Oakhill Business Park-Scarlet Oak Krueger Ringier,
The Computer Gro

Oakhill Business Park-English Oak The Employers As
Carolinas

Oakhill Business Park-Willow Oak Coats American

Oakhill Business Park-Laurel Oak Paramount Parks
Woolpert Consult

TOTAL OR WEIGHTED AVERAGE

MEMPHIS, TN

International Place Phase I AC Humko Corp.,
International Pa

Southwind Office Center "A" Promus Hotels, |

Southwind Office Center "B" Check Solutions,

Kirby Centre Financial Federa
Union Central Li

Medical Properties, Inc. Health Tech Affi

TOTAL OR WEIGHTED AVERAGE

RESEARCH TRIANGLE, NC

ONCC-Phase |

ONCC-"W" Building

Springs Industri

Monolith Corpora
International Bu
Corp.
5301 Departure Drive ABB Power T&D Co
Cardiovascular D
ONCC 3645 Trust Drive Customer Access
ONCC 5220 Green's Dairy Road N/A

ONCC 5200 Green's Dairy Road Carolina Power &

PERCENT PERCENT
RENTABLE LEASED AT OCCUPIED AT PER
R SQUARE MARCH 31, MARCH31, OFF

LT FEET 1996 1996 FIN
85 97,652 94% 94%
85 90,853 97 97
82 76,433 100 100
84 55,013 100 100
82 38,448 100 0
84 38,448 74 74
396,847 95% 85%
88 208,006 100 100
91 62,179 100 99
20 61,860 100 98
84 32,007 98 98
88 18,079 100 100
382,131 100% 99%
81 101,127 92 92
83 91,335 100 100
84 84,899 100 100
84 50,652 81 81
84 29,869 100 100
84 18,317 82 82
376,199 95% 95%
85 145,092 94 94
20 103,000 100 100
84 87,902 100 100
335,994 97% 97%
85 97,576 96 96
88 71,380 100 95
87 70,762 62 57
88 57,888 100 100
20 21,107 100 100
318,713 90% 88%
88 102,019 99 99
84 98,777 100 100
200,796 100% 100%
LEASING
R MORE
NTABLE
FEET AT
31, 1996
es, Inc.
Inc.,
up, Inc.

sociation of the

Inc.,
ants

per Company
nc.

Inc.

| Savings Bank,
fe Insurance Co.
liates, Inc.

tion

siness Machines
., Inc.,
iagnostics, Inc.

Resources, Inc.

Light Company

CENT
ICE
ISH

85%
100

70
100
100

100
100
100
100
100

80
100

100
100

90
100



TOTAL OR WEIGHTED AVERAGE
NASHVILLE, TN

Grassmere || N/A

Grassmere lll Harris Graphics

Grassmere | Contel Cellular

TOTAL OR WEIGHTED AVERAGE

COLUMBIA, SC

Fontaine | Blue Cross and B
South Carolina

Center Point | Sedgewick James
Inc.,
BellSouth Mobili

Fontaine Il N/A

Fontaine 111 Companion Health

Fontaine V Roche Biomedical
Inc.

TOTAL OR WEIGHTED AVERAGE

ORLANDO, FL

Metrowest | N/A

Southwest Corporate Center Walt Disney Worl

TOTAL OR WEIGHTED AVERAGE

Corporation

of Nashville, Inc.
lue Shield of

of South Carolina,
ty, Inc.

Care
Laboratories,

d Co.
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PERCENT PERCENT

RENTABLE LEASED AT OCCUPIED AT PER CENT
BUILDING YEA R SQUARE  MARCH 31, MARCH 31, OFF ICE
PROPERTY TYPE (1) BUI LT FEET 1996 1996 FIN ISH
NORFOLK, VA
Battlefield | S 19 87 97,633 100% 100% 10%
Greenbrier Business Center O 19 84 81,373 100 100 80
TOTAL OR WEIGHTED AVERAGE 179,006 100% 100%
ASHEVILLE, NC
Ridgefield Il (0] 19 89 63,500 100 84 80
Ridgefield | S 19 87 60,677 100 100 70
TOTAL OR WEIGHTED AVERAGE 124,177 100% 92%
BIRMINGHAM, AL
Grandview | (0] 19 89 111,905 98% 98% 100
PIEDMONT TRIAD, NC
Deep River | (0] 19 89 78,094 100 100 90
Forsyth | O 19 85 51,236 58 58 100
TOTAL OR WEIGHTED AVERAGE 129,330 83% 83%
JACKSONVILLE, FL
Towermarc Plaza (0] 19 91 50,513 100% 100% 100
TOTAL OR WEIGHTED AVERAGE 5,661,823 95% 93%
OF ALL CROCKER PROPERTIES
TOTAL OR WEIGHTED AVERAGE
OF ALL PROPERTIES 15,726,511 94% 93%
TENANTS LEASING
25% O R MORE
OF RE NTABLE
SQUARE FEET AT
PROPERTY MARCH 31, 1996
NORFOLK, VA
Battlefield | Kasei Memory Pro ducts, Inc.
Greenbrier Business Center Canon Computer S ystems, Inc.,
Roche Biomedical Laboratories,
Inc.
TOTAL OR WEIGHTED AVERAGE
ASHEVILLE, NC
Ridgefield Il N/A
Ridgefield | Memorial Mission Hospital, Inc.
TOTAL OR WEIGHTED AVERAGE
BIRMINGHAM, AL
Grandview | Computer Science s Corporation
PIEDMONT TRIAD, NC
Deep River | N/A
Forsyth | Alexander & Alex ander

TOTAL OR WEIGHTED AVERAGE
JACKSONVILLE, FL
Towermarc Plaza Aetna Casualty
TOTAL OR WEIGHTED AVERAGE
OF ALL CROCKER PROPERTIES
TOTAL OR WEIGHTED AVERAGE
OF ALL PROPERTIES

(1) I = Industrial, S = Service Center and O = CHfi

(2) Raleigh Neurology Clinic has an option to pursh 33% of the Property in December 1998 for cagtieahen current fair market value,
to be determined by an independent appraiser.

(3) CompuChem's lease expired May 31, 1996.

(4) Glaxo Wellcome has the option to purchase tiogp&ty from March 1997 to the earlier of leasenti@ation (currently March 2000) or
March 2003 for cash at the then current fair mavkiie to be determined by an appraiser chosehébZompany, provided the terms of such
purchase are acceptable to the Company and GlaXodive.

(5) Highland Industries, Inc., which entered intbCayear lease beginning January 1991, has therogtiring the term of its lease to purchase
the Property for a price of $1,034,000 during eaictine first five years and, thereafter, at dedrepamounts through the tenth year of the
lease term when the price will be $926,000.

(6) Ivy Distribution Center enables the Compangstablish relationships with potential tenants ttesid large blocks of affordable storage
space, frequently on a shaerm basis. With the exception of 1989 when théding was renovated to convert it from a manufaotyfacility
to a bulk warehouse facility, vy Distribution Centas produced a positive cash flow every yeaesitis acquisition in 1978.

(7) Pump Parts & Services, Inc. has an option tolmse the Property for a purchase price of $3Fe8Bquare foot ($561,708) (as of Aug



1995) subject to a minimum increase in the per it purchase price of 5% per year.

(8) Properties subject to ground lease expiringeb@mer 31, 2082. The Company has the option to pseckand during the lease term at the
greater of $35,000 per acre or 85% of appraisedkval

(9) Kroger Co. has an option to purchase the Ptpperough January 2001. The purchase price utdeoption is $10 million through
January 1999 (and $10.8 million from January 1988ugh January 2001) subject to all encumbrandes,ymamortized tenant improveme
funded by the Company and unamortized leasing cssiams.

S-45



DIRECTORSAND EXECUTIVE OFFICERS

MANAGEMENT

The following table sets forth certain informatiaith respect to the directors and executive offaafrthe Company:

NAME AGE PRINCIPAL OCCUPATIO

O. Temple Sloan, Jr. 56 Director and Chairm
of the Company and
chairman of General
which he founded. M
is a trustee of St.

Ronald P. Gibson 51 Director, President
has served as its p
predecessor since i
and Office Realtors

William T. Wilson, Ill 42 Director, Executive
1982 and served as
serves on the board
the Department of P
House, Inc.

John L. Turner 49 Director, Vice Chai
began his career in
1975. Mr. Turner is
recruiting organiza
visitors and on the

John W. Eakin 41 Director and Senior
Florida and Alabama
merger of Eakin & S
and president of Ea
industrial space in

Thomas S. Smith 37 Director and Vice P
on April 1, 1996 in
the combination, Mr
formation in 1987.

Thomas W. Adler 55 Director. Mr. Adler
fee-based real esta
Grubb and Ellis Ins
Adler served five y
National Associatio
of the Society of |
directors of the Na
governors of the Am
Urban Land Institut

William E. Graham, Jr. 66 Director. Mr. Graha
Before joining Hunt
Carolina Power & Li
is a former member
serves on the Ralei
directors of BB&T M
Plan of North Carol

Robert L. Kirby 65 Director. Mr. Kirby
banking business in
North Carolina Nati
of the board of dir
board of directors

NS AND OTHER DIRECTORSHIPS

an of the Board of Directors. Mr. Sloan is a founde
most recently served as its secretary-treasurer. Mr
Parts, Inc., a nationwide distributor of automobil

r. Sloan is vice chairman of the board of trustees
Andrews College.

and Chief Executive Officer. Mr. Gibson is a found
resident since its incorporation in 1992 and as man
ts formation in 1978. Mr. Gibson is a member of the
and is a director of Capital Associated Industries
Vice President and Chief Operating Officer. Mr. Wi
its president from 1993 until its merger with the C
of directors of Amos Cottage Rehabilitation Hospit
ediatrics of Bowman Gray School of Medicine, Old Sa

rman of the Board of Directors and Chief Investment
the real estate industry in 1969 and co-founded Fo
active in several Piedmont Triad economic developm
tions. Mr. Turner serves on the University of North
Winston-Salem board of directors of NationsBank.
Vice President. Mr. Eakin is responsible for opera

. Mr. Eakin joined the Company on April 1, 1996 upo
mith into the Company. Prior to the combination, Mr
kin & Smith, Inc., which managed, leased and develo
Nashville, Tennessee.

resident. Mr. Smith joined the Company as a directo
connection with the Company's combination with Eak
. Smith was a founder and chairman of Eakin & Smith

is chairman and a principal of Cleveland Real Esta
te service company based in Cleveland, Ohio. Mr. Ad
titutional Investment Group and previously served a
ears as a member of the executive committee and boa
n of Real Estate Investment Trusts, and he was nati
ndustrial and Office Realtors. Mr. Adler formerly s
tional Association of Realtors and currently serves
erican Society of Real Estate Counselors. He is an

e.

m is a lawyer in private practice with the firm of

on & Williams on January 1, 1994, Mr. Graham was vi
ght Company and had previously served as its genera
of the board of directors of Carolina Power & Light

gh board of directors of NationsBank. He also serve
utual Funds Group and is a former director of Kaise
ina.

is a self-employed management consultant. Before r
1990, Mr. Kirby spent 34 years with NationsBank an
onal Bank. At the time of his retirement, he was pr
ectors of NCNB National Bank of Florida. Mr. Kirby

of NationsBank of Texas, N.A. and Cato Corporation.
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NAME AGE PRINCIPAL OCCUPATIO
L. Glenn Orr, Jr. 55 Director. Mr. Orri
board of directors,
Branch Banking and
officer of Forsyth
is former president
Forest University.
Willard H. Smith, Jr. 59 Director. Mr. Smith
Merrill Lynch, whic
1983. Mr. Smith wor
on the company's RE
directors of Cohen
Total Return Realty
Stephen Timko 67 Director. Mr. Timko
president of financ
executive vice pres
Edward J. Fritsch 37 Senior Vice Preside
Company's Research
certified property
Carman J. Liuzzo 35 Vice President, Chi
and currently serve
was vice president
Boddie-Noell Restau
John E. Reece I 36 Vice President. Mr.
area properties. Mr
the Piedmont Triad
Developers.

NS AND OTHER DIRECTORSHIPS

s a director of Southern National Corporation and w
president and chief executive officer prior to its

Trust. Mr. Orr, who previously served as president
Bank and Trust Co. and president of Community Bank
of the North Carolina Bankers Association. He is a

joined the board on April 29, 1996. Mr. Smith rece

h he joined in 1979. He was named a managing direct
ked in the firm's equity underwriting syndicate and

IT equity underwriting efforts. Mr. Smith is a memb

& Steers Realty Shares, Cohen & Steers Realty Incom
Fund and Essex Property Trust, Inc.

is treasurer of Beaunit Corporation. He has served

ial affairs for Temple University and chief financi

ident of finance and administration for Beaunit Cor

nt and Secretary. Mr. Fritsch is responsible for th
Triangle division. Mr. Fritsch joined the Company i
manager.

ef Financial Officer and Treasurer. Mr. Liuzzo join

s as chief financial officer. Prior to joining the

and chief accounting officer for Boddie-Noell Enter
rant Properties, Inc. Mr. Liuzzo is a certified pub
Reece is responsible for the operations of the Com

. Reece serves on the executive committee and is a
Chapter of the National Association of Industrial a

as its chairman of the
recent merger with
and chief executive
in Greenville, S.C.,
trustee of Wake

ntly retired from

or at Merrill Lynch in

, since 1992, focused

er of the board of

e Fund, Cohen & Steers

as associate vice
al officer and
poration.

e operations of the
n 1982 andis a

ed the Company in 1994
Company, Mr. Liuzzo
prise, Inc. and

lic accountant.

pany's Piedmont Triad
former president of

nd Office Park

In addition, Thomas F. Cochran has agreed to se\zevice president and will be an executive offafehe Company upon consummation of
the Merger. Mr. Cochran will manage the CharldBegenville and Atlanta regions. Mr. Cochran serasdenior vice president for
NationsBank from 1987 to 1993 where he was resptfir development and asset management of 4ved€tocker Properties. In 1993
joined Patriot American Asset Management where &g avsenior vice president and continued the mamexgteof 47 Crocker Properties. N
Cochran became senior vice president with Crocenuhe merger of Southeast Realty Corp. with Geoétealty Investors, Inc. in July
1995.

In addition, Messrs. Harris, Peek and Vallace, at®officers of Crocker, have agreed to serve fiseo$ of Highwoods upon consummation
of the Merger. See "Recent Developments -- Penfleguisition of Crocker Realty Trust, Inc."
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UNDERWRITING

Subject to the terms and conditions containederténms agreement and the related underwritingeaggat (collectively the "Underwriting
Agreement"), the Company has agreed to sell to efttie underwriters named below (the "Underwrltgrand each of the Underwriters, for
whom Merrill Lynch, Pierce, Fenner & Smith Incorpted ("Merrill Lynch"), Dean Witter Reynolds Inddorgan Stanley & Co. Incorporate
PaineWebber Incorporated, Prudential Securitiesrparated, The Robinson-Humphrey Company, Inc.2owit & Stringfellow, Inc. are
acting as representatives (the "Representativiea)severally agreed to purchase from the Comphayespective number of shares of
Common Stock set forth below opposite their redpectames.

NUMBER OF

UNDERWRITER SHARES
Merrill Lynch, Pierce, Fenner & Smith

INCOTPOTAtE. ...ovvviviiiiieennciee e ——————————————— 898,000
Dean Witter REYNOIAS INC...vvvvvviiiiiieeeicees e 892,000
Morgan Stanley & Co. INCOrPOrated........ccccceee e ———— 892,000
PaineWebber Incorporated............ 892,000
Prudential Securities Incorporated 892,000
The Robinson-Humphrey Company, INC.....cccccceeees o 892,000
Scott & StNGEllOW, INC..cveciiiiiiieccics e ——————————— 892,000
Alex. Brown & Sons Incorporated.. 150,000
Donaldson, Lufkin & Jenrette Securities Corporation 150,000
A.G. Edwards & Sons, Inc 150,000
Oppenheimer & Co., Inc... 150,000
Salomon Brothers INC.........ccceeeeeeennnnen. . 150,000
Schroder Wertheim & Co. Incorporated............... 150,000
Smith Barney INC......cccovvveeriiiieniineennns 150,000
Advest, INC....oooeeevviiiiiiiiiiie 75,000
Robert W. Baird & Co. Incorporated................. 75,000
J.C.Bradford & CO...ccoeeevieiiiiiiiiie o ——————————————————————— 75,000
COWEN & COMPANY....ciiiiiiiiiiiiiiiieeeeeeeee e ——————————————————— 75,000
Craigie Incorporated............ 75,000
Dain Bosworth Incorporated..............ccueene. 75,000
Davenport & Co. of Virginia, INC....cccccovceces e ———————— 75,000
Dominick & Dominick, INCOrPOrated........cccceeee. e ————————— 75,000
Equitable Securities Corporation... 75,000
EVEREN Securities, Inc............. 75,000
Fahnestock & Co. Inc.... 75,000
First Albany Corporation......... 75,000
First of Michigan Corporation.. 75,000
Furman Selz LLC.................... 75,000
Gruntal & Co., Incorporated.... 75,000
J.J.B. Hillard, W.L. Lyons, Inc....... 75,000
Interstate/Johnson Lane Corporation................ 75,000
Janney Montgomery Scott Inc.......... 75,000
Edward D. Jones & Co............... 75,000
Ladenburg, Thalmann & Co. InC.............cc...... 75,000
Legg Mason Wood Walker, Incorporated... 75,000
Marion Bass SecuritiesS COrporation.......cccccceee e 75,000
McDonald & Company SECUNtIES, INC..ccvvevvccees e 75,000
Morgan Keegan & Company, Inc 75,000
Piper Jaffray INC.......cccoevevviiieenns 75,000
Principal Financial SECUtieS, INC...ccccccvceeees e ————————— 75,000
Ragen MacKenzie INCOrporated.......ccccvvcceecces . 75,000
Rauscher Pierce Refsnes, Inc....... 75,000
Raymond James & Associates, InC.................... 75,000




NUMBER OF
UNDERWRITER SHARES

Southeast Research Partners, INC....ccceeeeeeeees——— 75,000
StEPNENS INCovviiiiiciiiiieei e —————————————— 75,000
Sterne, Agee & LeACH, INCuuviviviiiiiiiiiieiciees e ——————— 75,000
Stifel, Nicolaus & Company, INCOrporated............ 75,000
SUtro & Co. INCOMPOrated....cccuvveecciiieiicceees i ———————————— 75,000
Tucker Anthony INCOrPOrated......ccccovvvveerccees e 75,000
Wheat, FirSt SECUNIIES, INCu.ccvvvvviiiiiieiieies e 75,000
TOtAl i ————————————————— 10,000,000

In the Underwriting Agreement, the several Undetevs have agreed, respectively, subject to thestermd conditions set forth in the
Underwriting Areement, to purchase all of the sekareCommon Stock being sold pursuant to the Undeéng Agreement if any such shares
are purchased. Under certain circumstances, thentdoments of non-defaulting Underwriters may be @ased.

The Representatives have advised the Companyhth&triderwriters propose initially to offer the skenof Common Stock to the public at
public offering price set forth on the cover pad¢his Prospectus Supplement and to certain deatessch price less a concession not in
excess of $.80 per share. The Underwriters mayalod such dealers may re-allow, a discount nekaess of $.10 per share on sales to
certain other dealers. After the initial publicerfhg, the public offering price, concession argtdunt may be changed.

The Company has granted to the Underwriters amopéixercisable for 30 days after the date ofRnaspectus Supplement, to purchase |
1,500,000 additional shares of Common Stock to icover-allotments, if any, at the initial offeripgice to the public less the underwriting
discount set forth on the cover page of this PresgeSupplement. If the Underwriters exercise dipison, each Underwriter will have a firm
commitment, subject to certain conditions, to pasghapproximately the same percentage thereof winéchumber of shares of Common
Stock to be purchased by it shown in the foregtainde bears to the total number of shares of Com&took initially offered hereby.

In the Underwriting Agreement, the Company has edjte indemnify the Underwriters against certaailities, including liabilities under
the Securities Act. Insofar as indemnificationtwf tUnderwriters for liabilities arising under thec8rities Act may be permitted pursuant to
the foregoing provisions, the Company has beenriméd that in the opinion of the SEC such indematfan is against public policy as
expressed in the Securities Act and is therefoemfarceable.

The Company and the executive officers and direatbthe Company have agreed that for a perio@8fdhays from the date of this
Prospectus Supplement they will not, without thierpwritten consent of Merrill Lynch, sell, offeo sell, grant any option for the sale of, or
otherwise dispose of any shares of Common Stoakpisecurity convertible into or exercisable foargls, except for the issuance of
Common Stock in connection with property acquisisiothe 1994 Stock Option Plan or the conversiddrofs.

Merrill Lynch from time to time provides investmdranking and financial advisory services to the @any. Merrill Lynch also acted as
representative of various underwriters in connectiith public offerings of the Company's Commonc&tm 1994 and 1995. In connection
with the Merger, Morgan Stanley & Co. Incorporateddered advisory services and provided an opitidhe Board of Directors of the
Company for which they will be paid a total feeapforoximately $3.3 million.

The Common Stock is listed on the New York StockHlange under the symbol "HIW."
LEGAL MATTERS

Certain legal matters will be passed upon for tbenany by Smith Helms Mulliss & Moore, L.L.P., Rgle, North Carolina. Certain legal
matters related to the Offering will be passed ufporthe Underwriters by Andrews & Kurth L.L.P., \8kington, D.C. Smith Helms Mulliss
& Moore, L.L.P. and Andrews & Kurth L.L.P. will relon Piper & Marbury L.L.P., Baltimore, Maryland &scertain matters of Maryland
law.
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HIGHWOODS PROPERTIES, INC.
PRO FORMA CONDENSED COMBINING BALANCE SHEET (UNAUDITED)

MARCH 31, 1996
(IN THOUSANDS)

EAKIN & SMITH CROCKER
HISTORICAL ( A) TRANSACTION OFFERING (F) REALTY TRUST (G) MERGER
ASSETS
Real estate assets, net........... $602,276 $91,911(b) $ - $376,039 $ 155,299(h)
Cash and cash equivalents......... 8,383 253,900 17,742 (253,900)(i)
Accounts and notes
receivables..........ccceeunn. 7,861 1,557
Accrued straight line rent
receivable..............cc.... 3,807 3,461
Other assets..........ccccvveunee 10,317 14,635 (5,131)(j)
$632,644 $91,911 $253,900 $413,434 $(103,732)
LIABILITIES AND STOCKHOLDERS' EQUITY
Mortgages and notes payable....... $196,718 $63,680(c) $ -- $239,502 $ 54,931(i)
Accounts payable, accrued expenses
and other....................... 9,977 15,269
Total liabilities... 206,695 63,680 - 254,771 54,931
Minority interest................ 73,440 14,772(d)
Stockholders' equity
Common stocK.................... 194 5(e) 100 270 (270)(k)
Additional paid in capital...... 355,248 13,454(e) 253,800 158,393 (158,393)(k)
Distributions in excess of net
arningS......ccceevveeenns (2,933)
Total stockholders' equity........ 352,509 13,459 253,900 158,663 (158,663)
$632,644 $91,911 $253,900 $413,434 $(108,252)
PRO FORMA
ASSETS
Real estate assets, net........... $1,225,525
Cash and cash equivalents......... 26,125
Accounts and notes
receivables..........cccoeunn. 9,418
Accrued straight line rent
receivable.............ccc.uv. 7,268
Other assets..........ccccvvvvneee 19,821
$1,288,157

LIABILITIES AND STOCKHOLDERS' EQUITY
Mortgages and notes payable....... $ 554,831
Accounts payable, accrued expenses

and other..... 25,246
Total liabilities... 580,077
Minority interest................ 88,212
Stockholders' equity:

Common stocK............c....... 299

Additional paid in capital...... 622,502

Distributions in excess of net

arnings.......ccceueveeens (2,933)
Total stockholders' equity........ 624,388
$1,288,157



HIGHWOODS PROPERTIES, INC.
NOTESTO PRO FORMA BALANCE SHEET (UNAUDITED)
MARCH 31, 1996
1. BASIS OF PRESENTATION

The accompanying unaudited pro forma condensed inimgtbalance sheet is presented as if the follgwiansactions had been
consummated on March 31, 1996: (a) the completidhepacquisition of Eakin & Smith, Inc. and itdidites ("Eakin & Smith"), (b) the
completion of the proposed Crocker Realty Trust, (Crocker") stock purchase and merger (the "Melgand (c) the issuance of
10,000,000 shares of Common Stock at an assumesl @fr$26.875 per share (the "Offering").

The acquisitions have been or will be accountediimg the purchase method of accounting. Accotdiragsets acquired and liabilities
assumed have been or will be recorded at themastid fair values which may be subject to furteéinement, including appraisals and other
analyses. Management does not expect that thedfiloahtion of the purchase prices for the abowgiesitions will differ materially from the
preliminary allocations.

This unaudited pro forma condensed combining bal@aheet should be read in conjunction with thefpnma condensed combining
statement of operations of the Company for thetguanded March 31, 1996 and information includeden the captions "The Company"
and "Recent Developments" in this Prospectus Supgi¢ the consolidated financial statements aratedlnotes of the Company includec
its Annual Report on Form 10-K for the year endegt&@nber 31, 1995, the unaudited financial statesraamd related notes of the Company
included in its Quarterly Report on Form 10-Q foe guarter ended March 31, 1996, and the finastas¢ments and related notes of the
entities acquired by the Company included in itsr@ut Reports on Form 8-K dated February 10, 1908, 12, 1995, December 18, 1995,
April 1, 1996 and April 29, 1996 (each, as may hiagen amended) incorporated by reference in thisgectus Supplement. The pro forma
financial statements and related notes to thegmmod financial statements of the entities acquingthe Company included in its Form 8-K
dated April 1, 1996 and April 29, 1996 does noegffect to the Offering mentioned above.

The pro forma condensed combining balance sheetasdited and is not necessarily indicative of wthatactual financial position would
have been had the aforementioned transactionsligabeaurred on March 31, 1996 nor does it purpontepresent the future financial
position of the Company.

2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA CONDENSHBALANCE SHEET

(a.) Represents the Company's historical balaneetslontained in the Company's Quarterly Repoffam 10-Q for the quarter ended
March 31, 1996.

(b.) Represents the initial purchase price of $80,@00 for the seven in-service suburban officepertes totaling 848,000 square feet, the
103,000-square foot suburban development proj8cactes of development land and Eakin and Smitblesibage and property management
operations (the "Eakin & Smith Transaction") plissing costs of approximately $300,000. The ergirechase price was allocated to the real
estate assets based on the fair value at the tlatejaisition. Additionally, the Company has enteirgto a contingent consideration
arrangement with the three principals of Eakin &itBrwhereby an additional 54,056 shares of comntocksmay be issued to these
individuals if third-party service revenue attribble to the Eakin & Smith brokerage and propertpagament operations exceed specified
levels in future periods. Any contingent considieraissued will be recorded as additional purchas= and allocated to the fair value of the
brokerage and property management operations. #esl mo Note 1, the initial allocation at estimafait value may be subject to further
refinement, however, management does not expedintieallocation will differ materially from thergliminary allocations.

(c.) Represents the assumption of $37,027,000 ofgage indebtedness at an average rate of 8.0%a@nalwings on the Company's Credit
Facility of $26,653,000 to fund the cash comporgéithe Eakin & Smith Transaction.

(d.) Represents the issuance of 537,138 Units gifitdbods/Forsyth Limited Partnership valued at tipeilAL, 1996 closing price of the
Company's Common Stock of $27.50 to the sellecoimection with the Eakin & Smith Transaction.
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HIGHWOODS PROPERTIES, INC.
NOTESTO PRO FORMA BALANCE SHEET -- CONTINUED

2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA CONDENSHBALANCE SHEET -- Continued
(e.) Represents the issuance of 489,421 sharesmimon Stock valued at the April 1, 1996 closingemf $27.50 to the sellers in connect
with the Eakin & Smith Transaction.

(f.) Represents the issuance of 10,000,000 shahe iOffering and the investment of the net prdedére cash and cash equivalents. In
determining net proceeds from the Offering, undéing discounts and other offering costs have lessumed to equal $14,850,000.

(9.) Represents the historical balance sheet ofkéroas of March 31, 1996.
(h.) Represents the adjustment to record the stalecassets of Crocker at their fair values.

(i.) Represents the funding of the cash purchase for the outstanding common stock of Crocker 486,087 shares outstanding at $11.02
per share or $297,331,000) and the expenses dMéehger ($11,500,000). The total cash requireme3dB,831,000 is assumed to be fun
from the net proceeds from the Offering of $253,000 described in (f.) above and through a dramftee Company's credit facility of
$54,931,000.

(j.) Represents the elimination of the managementract and goodwill assets included in the Crotistorical balance sheet.
(k.) Represents the elimination of the common stutt additional paid in capital amounts includethm Crocker historical balance sheet.
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HIGHWOODS PROPERTIES, INC.
PRO FORMA CONDENSED COMBINING STATEMENT OF OPERATIONS (UNAUDITED)

FOR THE QUARTER ENDED MARCH 31, 1996
(IN THOUSANDS, EXCEPT PER SHARE DATA)

MERGER
EAKIN & SMITH CROCKER PRE-ACQUISI TION PRO FORMA
HISTORICAL(A ) TRANSACTION(B) HISTORICAL(C) RESULTS(D )  ADJUSTMENTS
REVENUE:
Rental property. $3,000 $16,970 $520 $ 300(e)
Other income...........cceeeuns 964 890 12 (563)(f)
3,964 17,860 532 (263)
OPERATING EXPENSES:
Rental property................... 6,154 957 6,310 179 (615)(g)
Leasing, development and
CONStruction..........ccceeee.e -- 452 - -
Depreciation and amortization..... 3,716 526 2,722 108 (317)(h)
Interest expense:
Contractual.........c.cccevene 3,542 739 5,055 215 1,429(i)
Amortization of deferred
financing costs.............. 409 272 78())
3,951 739 5,327 215 1,507
General and administrative 153 1,870 (1,673)(k)
Income before minority interest... 1,137 1,631 30 835
Minority interest................ @)
Net income................. $1,137 $1,631 $ 30 $ 827

Net income per share..............
Weighted average shares

PRO FORMA
REVENUE:
Rental property................... $44,175
Other income............ecc...... 1,675
45,850
OPERATING EXPENSES:
Rental property................... 12,985
Leasing, development and
CONSEruCtion...........ceeene 452
Depreciation and amortization..... 6,755
Interest expense:
Contractual..................... 10,980

Amortization of deferred
financing costs

General and administrative........ 1,284
Income before minority interest... 12,635
Minority interest................ (1,579)

Net income................. $11,056

Net income per share.............. $ 0.37
Weighted average shares........... 29,897
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HIGHWOODS PROPERTIES, INC.
NOTESTO PRO FORMA STATEMENT OF OPERATIONS (UNAUDITED)
FOR THE QUARTER ENDED MARCH 31, 1996
1. BASIS OF PRESENTATION

The accompanying unaudited pro forma condensed ioimgbstatement of operations is presented agifdlhlowing transactions had been
consummated on January 1, 1995: (a) the complefitihe Eakin & Smith Transaction and (b) the cortipteof the Merger and the Offering.

This unaudited pro forma condensed combining statémf operations should be read in conjunctiomwite pro forma condensed balance
sheet of the Company for the quarter ended Marcli @36 and information included under the captitiiee Company" and "Recent
Developments" in this Prospectus Supplement; theaalated financial statements and related ndtésecCompany included in its Annual
Report on Form 10-K for the year ended Decembef 825, the unaudited financial statements ande@labtes of the Company included in
its Quarterly Report on Form 10-Q for the quarteded March 31, 1996, and the financial statememdselated notes of the entities acquired
by the Company included in its Current Reports omi8-K dated February 10, 1995, July 12, 1995 dbdwer 18, 1995, April 1, 1996 and
April 29, 1996 (each, as may have been amendedjpncated by reference in this Prospectus Supplerée pro forma financial stateme
and related notes to the pro forma financial stat@mof the entities acquired by the Company iredlid its Form 8-K dated April 1, 1996
and April 29, 1996 does not give effect to the @ffg mentioned above.

The pro forma condensed combining statement ofabipeis does not reflect approximately $5,000,000arf-recurring expenses which the
Company expects to incur in connection with thedken Transaction.

The pro forma condensed combining statement ofadioeis is unaudited and is not necessarily indieati what the Company's actual res
would have been had the aforementioned transactictogilly occurred on January 1, 1995 nor doesripqt to represent the future operating
results of the Company.

2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA CONDENSEDOMBINING STATEMENT OF OPERATIONS

(a.) Represents the Company's historical statenfesgierations contained in its Quarterly ReporFonm 10-Q for the quarter ended March
31, 1996.

(b.) Reflects the historical statement of operatiohEakin & Smith for the quarter ended March Ba96.

(c.) Represents the historical statement of opmratof Crocker contained in its Quarterly ReporfFonm 10-Q for the quarter ended March
31, 1996.

(d.) Reflects the historical operations of the Towarc properties, which were acquired by Crockedamuary 16, 1996, adjusted on a pro
forma basis for interest (assumed debt of $57,8Wed an average rate of 9.0%) and depreciatioaresg for the period from January 1,
1996 to January 16, 1996, the date of the acquisdf Towermarc. Depreciation expense is calculatethe purchase price allocated to
buildings $(61,051), site improvements ($5,201) tamhnt improvements $(2,040) with depreciatiocwated on a straight-line basis over
useful lives of 40 years, 15 years, and the lifthefrespective leases, respectively.

(e.) Reflects incremental rental income from a teage agreement entered into in connection witiMibger. The lease agreement is a
condition of the Merger.

(f.) Reflects the elimination of certain third-patéasing and property management income of Crockeretained by the Company.

(9.) Reflects the net adjustment to rental propexiyenses to eliminate the costs related to cestssats (primarily land held for development)
which will be distributed to the current stockhatelef Crocker ($200,000) and for other propertyrapirg costs (primarily personnel and
office costs for duplicative property managemergrafions) that are expected to be eliminated upercdompletion of the Merger ($415,000).
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HIGHWOODS PROPERTIES, INC.
NOTESTO PRO FORMA STATEMENT OF OPERATIONS -- CONTINUED

2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA CONDENSEDOMBINING STATEMENT OF

OPERATIONS -- Continued

(h.) Represents the net adjustment to depreciatipense based upon an assumed allocation of thbgag price to land, buildings, furniture,
fixtures and equipment and development in procedsbailding depreciation computed on a straight-liasis using an estimated life of 40
years for buildings and 7 years for furniture, divds and equipment as follows (in thousan

Eakin & Smith Transaction.........cccccceeeeeeee. L $ (73)
1Y 1= o =Y P UPUU PR (244)
TOtAl i e, $(317)

(i.) Represents the net adjustment to interestrespto reflect interest costs on borrowings unideiGompany's Credit Facility at an assumed
rate of 7.0% (the capped interest rate based @da® LIBOR rate of 5.50% plus 1.50%) as followstiousands):

Eakin & Smith Transaction (1)......cccceeeeeeeees e $ 468
MEFQEr (2).ueveeiiiiiiie i e 961
TOtAl o e $1,429

(1) $26,653,000 of borrowings at 7.0% for three then
(2) $54,931,000 of borrowings at 7.0% for three then
(j.) Represents the amortization of the commitnieat($937,000) on the Credit Facility over the 36nth term.

(k.) Represents the net adjustment to general dmindstrative expense to reflect the estimatedemzntal costs (primarily salaries) to the
Company of operating a Nashville division and tibex the elimination of certain costs (primarilyegutive salaries ($250,000),
administrative costs ($575,000), the expenses liadup generate third-party revenue ($600,000)thaexpenses of operating as a public
entity ($295,000)) of Crocker not expected to lumed by the Company as follows (in thousands):

Eakin & Smith Transaction..........cccccceeeeeeee. L. $ 47
1Y =T o Y P OUUPUU ORI (1,720)
TOtAliiiciece e e, $(1,673)

(.) Represents the net adjustment to minorityrggeto reflect the pro forma minority interestqmrtage of 12.5%.
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HIGHWOODS PROPERTIES, INC.
PRO FORMA CONDENSED COMBINING STATEMENT OF OPERATIONS (UNAUDITED)

FOR THE YEAR ENDED DECEMBER 31, 1995
(IN THOUSANDS, EXCEPT PER SHARE DATA)

FORSYTH COMBINED
PROPERTIES COMPANY
TRANSACTIONS PRE-MERGER
RESEARCH COMMONS AND EAKIN & MERGER
ACQUISITION AND EAKIN & SMITH
SECOND OFFERING OTHER THIRD SMITH TR ANSACTION CROCKER
HISTORICAL (A) (B) ACQUISITIONS (C) OFFERING (D) PRO FORMA (E)  HISTORICAL (F)
REVENUE:
Revenue:
Rental
property....... $ 71,217 $4,362 $ 12,658 $ - $ 88,237 $ 9,222 $ 42,489
Other income.... 2,305 50 - - 2,355 3,125 1,777
73,522 4,412 12,658 - 90,592 12,347 44,266
OPERATING
EXPENSES:
Rental
property....... 17,049 923 3,368 135 21,475 2,977 13,601
Leasing,
development and
construction... - - - - -- 583 -
Depreciation and
amortization... 11,082 985 1,883 - 13,950 1,956 6,772
Interest
expense:
Contractual.... 12,101 888 3,586 (1,598) 14,977 2,161 16,212
Amortization of
deferred
financing
costs......... 1,619 46 - - 1,665 - 594
13,720 934 3,586 (1,598) 16,642 2,161 16,806
General and
administrative... 2,737 83 - 98 2,918 763 2,813
Income before
minority
interest...... 28,934 1,487 3,821 1,365 35,607 3,907 4,274
Minority
interest....... (4,937) (384) - (376) (5,697) - -
Income before
extraordinary
item.......... $ 23,997 $1,103 $ 3,821 $ 989 $29,910 $ 3,907 $ 4,274
Income per

share before
extraordinary

item.......... $ 155
Weighed average
shares........ 15,487
PRE-
ACQUISITION PRO FORMA P RO
RESULTS (G) ADJUSTMENTS  FO RMA
REVENUE:
Revenue:
Rental
property....... $23,985  $1,200(h) $16 5,133
Other income.... 2,380 (2,628)(i) 7,009
26,365 (1,428) 17 2,142
OPERATING
EXPENSES:
Rental
property....... 9,619 (2,030)(j) 4 5,642
Leasing,
development and
construction... -- -- 583
Depreciation and
amortization... 4,881 ©972)k) 2 6,587
Interest
expense:
Contractual.... 5,689 6,512(1) 4 5,651
Amortization of
deferred
financing
COStS......... -- 312(m) 2,571
5,689 6,824 4 8,122
General and
administrative... 2,376 (4,652)(n) 4,218
Income before
minority
interest...... 3,800 (598) 4 6,990
Minority
interest....... - @a77)(o) ( 5,874)

Income before
extraordinary



item.......... $ 3,800
Income per
share before

$ (775)

$4

1,116

9,897
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HIGHWOODS PROPERTIES, INC.
NOTESTO PRO FORMA STATEMENT OF OPERATIONS (UNAUDITED)
FOR THE YEAR ENDED DECEMBER 31, 1995
1. BASIS OF PRESENTATION

The accompanying unaudited pro forma condensed ioimgbstatement of operations is presented agifdhlowing transactions had been
consummated on January 1, 1995:

(a.) the acquisition of 57 properties, 76 acrededfelopment land and the business operations sf/ffoProperties, Inc. and its affiliates (the
"Forsyth Transaction");

(b.) the acquisition of six properties (the "Resba€ommons Properties") and 60 acres of developfardtlocated in the Research Comm
office park (the "Research Commons Acquisition");

(c.) the issuance of 5,640,000 shares of CommockStbthe Company at a price of $20.75 per shaweid in connection with the Forsyth
Transaction (the "Second Offering");

(d.) the acquisition of 56 properties and six aafedevelopment land (the "Bissell Portfolio”) léed in Greensboro and Charlotte, North
Carolina; the acquisition of five properties (thdotk Portfolio") located in Durham, North Carolirtag acquisition of six properties (the
"Parkway Plaza Portfolio") located in Charlotte,ri¥ioCarolina; the acquisition of two propertiese(ttnitial Innsbrook Portfolio") located in
Richmond, Virginia; the acquisition of six propesi(the "Ross-Kreckman Portfolio") located in Ricmd, Virginia; the acquisition of two
properties (the "DEQ Property") located in Richmovidtginia; and the acquisition of 62 acres of depenent land (the "DEQ Land") located
in Richmond, Virginia (collectively, the "Other Auatpitions");

(e.) the issuance of 4,774,989 shares of Commark $ifcthe Company at a price of $24.50 per shére (Third Offering");
(f.) the completion of the Eakin and Smith Trangact

(9.) the completion of the Merger; and

(h.) the completion of the Offering.

This unaudited pro forma condensed combining statémf operations should be read in conjunctiom wite pro forma condensed combir
balance sheet of the Company for the quarter ehtdedh 31, 1996 and information included under thgtions "The Company" and "Recent
Developments" in this Prospectus Supplement; theaaated financial statements and related ndtdsecCompany included in its Annual
Report on Form 10-K for the year ended Decembefi 835, the unaudited financial statements andeglabtes of the Company included in
its Quarterly Report on Form 10-Q for the quarteded March 31, 1996, and the financial statememdselated notes of the entities acquired
by the Company included in its Current Reports omi38-K dated February 10, 1995, July 12, 1995 ebdwer 18, 1995, April 1, 1996 and
April 29, 1996 (each, as may have been amendedjgncated by reference in this Prospectus Supplemen

The pro forma condensed combining statement ofabipeis does not reflect approximately $5,000,000arf-recurring expenses which the
Company expects to incur in connection with the déer

The pro forma condensed combining statement ofadioeis is unaudited and is not necessarily indieati what the Company's actual res
would have been had the aforementioned transaddictuslly occurred on January 1, 1995 nor doesrjiqrt to represent the future operating
results of the Company.

2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA STATEMENOF OPERATIONS

(a.) Represents the Company's historical statenfeasgierations contained in its Annual Report onnrd0K for the year ended December
1995.
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HIGHWOODS PROPERTIES, INC.
NOTESTO PRO FORMA STATEMENT OF OPERATIONS -- CONTINUED

2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA STATEMENOF OPERATIONS -- Continued
(b.) Reflects the Second Offering and the histbiperations of the Forsyth Properties and Rese@achmons Properties, adjusted on a pro
forma basis for interest and depreciation expeiasehe period of time during 1995 prior to thefgaisition by the Company.

(c.) Reflects the historical operations of the @thequisitions, adjusted on a pro forma basis fideliest and depreciation expense, for the
period of time during 1995 prior to their acquisitiby the Company.

(d.) Reflects the reduction in interest expense@ated with the repayment of certain debt andatidition of certain incremental rental
property and general and administrative expensagesult of the Bissell and Ross-Kreckman Podfatiquisitions.

(e.) Reflects the historical statement of operatiohEakin & Smith for the year ended Decemberl3®B5.

(f.) Represents the historical statement of opanatof Crocker contained in its Annual Report omirda0-K for the year ended December 31,
1995.

(9.) Reflects the historical operations of CrocRealty Investors, Inc., Crocker & Sons, Inc., CerxcRealty Management Services, Inc., the
Sabal properties and the Towermarc propertiesstatjuon a pro forma basis for interest and depieniaxpense, for the period of time
during 1995 prior to their acquisition by Crocker.

Interest expense reflects incremental indebtedoieagproximately $97.4 million for the first half 8996 at an average rate of 9.94% and
$57.8 million for the second half of 1996 at anrage rate of 9.70% plus loan cost amortization2%2$ Historical indebtedness was also
reduced by $20 million which was prepaid on Decen®8e 1995 using the proceeds of a private placeridéme $20 million had a fixed rate
of interest of 11.5%. Depreciation is calculateshgghe respective purchase prices allocated tiolingss, site improvements and tenant
improvements with depreciation calculated on agititaline basis over useful lives of 40 years, #ang, and the life of the respective leases,
respectively.

(h.) Reflects incremental rental income from adeagreement entered into in connection with thegderThis agreement was a condition of
the Merger transaction.

(i.) Reflects the elimination of certain third-pateéasing and property management income of Croctieretained by the Company.

(j.) Reflects the net adjustment to rental propergenses to eliminate the costs related to ceassats (primarily land held for development)
that will be distributed to the current stockhoklef Crocker ($800,000) and for other property afirg costs (primarily personnel and office
expenses related to duplicative property manageoparations) which are expected to be eliminatexhupe completion of the Merger
($1,230,000).

(k.) Represents the net adjustment to depreciatpense based upon an assumed allocation of thbaae price to land, buildings, furniture,
fixtures and equipment and development in procedsbailding depreciation computed on a straight-liasis using an estimated life of 40
years for buildings and 7 years for furniture, dipds and equipment as follows (in thousan

Eakin & Smith Transaction.........ccccccevcceee e $(145)
MEIQEI i e (827)
TOtAl it e $(972)
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HIGHWOODS PROPERTIES, INC.
NOTESTO PRO FORMA STATEMENT OF OPERATIONS -- CONTINUED
2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA STATEMENOF OPERATIONS -- Continued

(.) Represents the net adjustment to interestresepto reflect interest costs on borrowings unideiGompany's Credit Facility at an assumed
rate of 7.0% capped (the effective interest rasetan a 30-day LIBOR rate of 5.50% plus 1.50%)asslimed debt as follows (in
thousands):

Eakin & Smith Transaction (1)......ccccceeveeeeees e $2,667
MEFQEN (2).ueiieiiiiiiie it s 3,845
TOtAl i e $6,512

(1) $26,653,000 of borrowings under Credit Facitity7% plus $10,075 of assumed debt at 8.0%.
(2) $54,931,000 of borrowings at 7.0%.
(m.) Represents the amortization of the commitniemi($937,000) on the Credit Facility over the 3énith period.

(n.) Represents the net adjustment to general dméhistrative expense to reflect the estimatedenmmantal costs to the Company of operating
a Nashville division (primarily salaries) and tdleet the elimination of certain costs (primarilyeeutive salaries ($1,020,000), administrative
costs ($1,875,000), the expenses incurred to gentriad-party revenue ($994,000) and the expenses of apgr@t a public entity $800,00

of Crocker not expected to be incurred by the Camizes follows (in thousands):

Eakin & Smith Transaction..........................
Merger....

(0.) Represents the net adjustment to minorityr@steto reflect the pro forma minority interestqeartage of 12.5%.
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PROSPECTUS

$1,000,000,000
HIGHWOODS PROPERTIES, INC.
COMMON STOCK, PREFERRED STOCK AND DEPOSITARY SHARES
HIGHWOODS/FORSYTH LIMITED PARTNERSHIP
DEBT SECURITIES

Highwoods Properties, Inc. (the "Company") may friimme to time offer in one or more series (i) slsasécommon stock, $.01 par value per
share ("Common Stock"), (ii) shares of preferrextist $.01 par value per share ("Preferred Stochd)) (@i) shares of Preferred Stock
represented by depositary shares (the "DepositaayeS"), with an aggregate public offering pricaipfto $650,000,000 (or its equivalent in
another currency based on the exchange rate #trtbef sale) in amounts, at prices and on ternizetdetermined at the time of offering.
Highwoods/Forsyth Limited Partnership (the "OperatPartnership”) may from time to time offer in aremore series unsecured non-
convertible debt securities ("Debt Securities"thvan aggregate public offering price of up to $880,000 (or its equivalent in another
currency based on the exchange rate at the tiral®f in amounts, at prices and on terms to berdeted at the time of offering. The
Common Stock, Preferred Stock, Depositary Shard$atot Securities, (collectively, the "Securitiesiqly be offered, separately or together,
in separate series in amounts, at prices and orster be set forth in one or more supplementsisoRtospectus (each a "Prospectus
Supplement"). If any Debt Securities issued by@perating Partnership are rated below investmeadegat the time of issuance, such Debt
Securities will be fully and unconditionally guateed by the Company as to payment of principaimium, if any, and interest (the
"Guarantees"). Debt securities rated investmerdegraay also be accompanied by a Guarantee to thetend on the terms described herein
and in the accompanying Prospectus SupplementCohgany conducts substantially all of its actithyough, and all of its properties are
held directly or indirectly by, the Operating Paship. Consequently, the Company's operating ft@stand its ability to service its financ
obligations, including the Guarantees, is dependpah the cash flow of and distributions or othayments from the Operating Partnershi
the Company.

The specific terms of the Securities in respeattoth this Prospectus is being delivered will befegh in the applicable Prospectus
Supplement and will include, where applicableir(ijhe case of Common Stock, any initial publiceoifig price; (ii) in the case of Preferred
Stock, the specific title and stated value, anydgind, liquidation, redemption, conversion, votargl other rights, and any initial public
offering price; (iii) in the case of Depositary $&s, the fractional share of Preferred Stock regiesl by each such Depositary Share; anc

in the case of Debt Securities, the specific tadlggregate principal amount, currency, form (whitdy be registered or bearer, or certificated
or global), authorized denominations, maturityer@r manner of calculation thereof) and time ofmpant of interest, terms for redemption at
the option of the Operating Partnership or repayraethe option of the holder, terms for sinkingdupayments, covenants, applicability of
any Guarantees and any initial public offering erilm addition, such specific terms may includetitions on direct or beneficial ownership
and restrictions on transfer of the Securitiegdnh case as may be appropriate to preserve the efahe Company as a real estate
investment trust ("REIT") for Federal income taxposes.

The applicable Prospectus Supplement will alsoainribformation, where applicable, about certaintéth States Federal income tax
considerations relating to, and any listing oneusées exchange of, the Securities covered b ®rospectus Supplement.

SEE "RISK FACTORS" BEGINNING ON PAGE 4 OF THIS PRRECTUS FOR A DESCRIPTION OF CERTAIN FACTORS THAT
SHOULD BE CONSIDERED BY PURCHASERS OF THE SECURISIE

The Securities may be offered directly, throughragieesignated from time to time by the CompantherOperating Partnership, or to or
through underwriters or dealers. If any agentsnolenwriters are involved in the sale of any of 8eeurities, their names, and any applicable
purchase price, fee, commission or discount arraege between or among them, will be set forth, lirbve calculable from the information
set forth, in an accompanying Prospectus SupplerBest "Plan of Distribution.” No Securities maysioéd without delivery of a Prospectus
Supplement describing the method and terms offfleeimg of such series of Securities.

THESE SECURITIESHAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIESAND EXCHANGE
COMMISSION OR ANY STATE SECURITIESCOMMISSION NOR HASTHE SECURITIESAND EXCHANGE COMMISSION
OR ANY STATE SECURITIESCOMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS

PROSPECTUS. ANY REPRESENTATION TO THE
CONTRARY ISA CRIMINAL OFFENSE.

THE ATTORNEY GENERAL OF THE STATE OF NEW YORK HASNOT PASSED
ON OR ENDORSED THE MERITSOF THISOFFERING. ANY REPRE-
SENTATION TO THE CONTRARY ISUNLAWFUL.

The date of this Prospectus is June 20, 1



AVAILABLE INFORMATION

The Company is, and upon effectiveness of thissteggion statement the Operating Partnership illdubject to the information
requirements of the Securities Exchange Act of 1834amended (the "Exchange Act"), and in accomltmerewith the Company files
reports, proxy statements and other informatiot wWie Securities and Exchange Commission (the "Cissiom”) and the Operating
Partnership will file reports with the Commissi&@uch reports, proxy statements and other informatiay be inspected and copied, at
prescribed rates, at the public reference fadglitiethe Commission at 450 Fifth Street, N.W., Wiagton, DC 25049, Room 1024, and at the
Commission's New York regional office at Seven Wdrtade Center, New York, New York 10048 and atGeenmission's Chicago regior
office at Citicorp Center, 500 W. Madison Stredtjdago, lllinois 60661. Copies of such material atso be obtained at prescribed rates by
writing to the public reference section of the Cossion at 450 Fifth Street, N.W., Washington, DG29. In addition, the Common Stock of
the Company is listed on the New York Stock Excleafil YSE"), and similar information concerning tGempany can be inspected and
copied at the offices of the NYSE, 20 Broad Strietyw York, New York 10005.

The Company and the Operating Partnership haw\ilth the Commission a registration statement om¥S-3 (the "Registration
Statement") under the Securities Act, with respethe Securities. This prospectus ("Prospectudilch constitutes a part of the Registration
Statement, does not contain all of the informasienforth in the Registration Statement and inetkigbits and schedules thereto. For further
information with respect to the Company, the OpegaPartnership and the Securities, referencerisblyemade to such Registration
Statement, exhibits and schedules. The Registr&tiatement may be inspected without charge appies obtained upon payment of
prescribed fees from, the Commission and its regioffices at the locations listed above. Any stegats contained herein concerning a
provision of any document are not necessarily ceteplnd, in each instance, reference is madestoaihy of such document filed as an
exhibit to the Registration Statement or othenfileel with the Commission. Each such statementialiied in its entirety by such reference.

INCORPORATION OF CERTAIN DOCUMENTSBY REFERENCE

The following documents filed by the Company (Corssion File No. 1-13100) with the Commission pursuarthe Exchange Act are
incorporated herein by reference and made a pegbhe

a. The Company's Annual Report on Form 10-K forytsar ended December 31, 1995 (as amended on FKfAlon June 3, 1996 and Ju
18, 1996);

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

c. The Company's Quarterly Report on Form 10-QHerquarter ended March 31, 1996 (as amended on E&Q/A on June 3, 1996 and
June 18, 1996) ; and

d. The Company's Current Reports on Form 8-K, datdafuary 10, 1995, July 12, 1995 (as amended am BeK/A on September 6, 1995
and June 3, 1996), December 18, 1995, April 1, ¥88@Gmended on Form 8-K/A on June 3, 1996 and I8n&996), and April 29, 1996 (as
amended on Form 8-K/A on June 3, 1996 and Jun&945).

All documents filed by the Company or the Operatfagtnership with the Commission pursuant to Sestik8(a) and 13(c) of the Exchange
Act and any definitive proxy statements so filedgpant to Section 14 of the Exchange Act and apyrte filed pursuant to Section 15(d) of
the Exchange Act after the date of this Prospeamtaisprior to the termination of the offering of tBecurities to which this Prospectus relates
shall be deemed to be incorporated by referencetliné Prospectus and to be a part hereof fronddlte of filing of such documents. Any
statement contained in a document incorporate@fgyance herein shall be deemed to be modifiedperseded for the purposes of this
Prospectus to the extent that a statement contaigesih or in any other subsequently filed docuntieat is incorporated by reference herein
modifies or supersedes such earlier statement.sfoly statements modified or superseded shall ndebmed, except as so modified or
superseded, to constitute a part of this Prospectus

Copies of any or all of the documents specificaiorporated herein by reference (not includingekkibits to such documents, unless such
exhibits are specifically incorporated by referemceuch documents) will be furnished without cleatg each person, including any benefi
owner, to whom a copy of this Prospectus is defislarpon written or oral request. Requests shoulddde to: Investor Relations, 3100
Smoketree Court, Suite 600, Raleigh, North Cardliné04.



THE COMPANY AND THE OPERATING PARTNERSHIP

The Company is a self-administered and self-managgcestate investment trust ("REIT") that begperations through a predecessor in
1978. At May 31, 1996, the Company owned a po«fofi 200 office and industrial properties (the "{Bedies"), together with approximately
215 acres of land (the "Development Land") for fatdevelopment. The Properties consist of 102 &#vuoffice properties and 98 industrial
(including 62 service center) properties, locate®aleigh-Durham, Winston-Salem, Greensboro andl@tte North Carolina, Nashville,
Tennessee and Richmond, Virginia. As of May 31,6198e Properties consisted of approximately 10IBom square feet, which were leas
to approximately 1,100 tenants.

The Company conducts substantially all of its atiéig through, and all of the Properties are héldadly or indirectly by, Highwoods/Forsyth
Limited Partnership (the "Operating Partnershipfje Company is the sole general partner of the &ipeyr Partnership and as of May 31,
1996, owned 82% of the partnership interests (thats") in the Operating Partnership. The remairlihdts are owned by limited partners
(including certain officers and directors of thengmany). Each Unit may be redeemed by the holdeedfi¢or cash or, at the Company's
option, one share (subject to certain adjustmeritd)e Common Stock. With each such exchange, tingber of Units owned by the
Company and, therefore, the Company's percentagest in the Operating Partnership, will incre&@scause the Company conducts
substantially all of its activity through, and aflits properties are held directly or indirectly, the Operating Partnership, the description of
the business, property information, policies wekpect to certain activities, investment policied management information for the
Operating Partnership are the same as the ComBaugi. information may be found in the Company's AaiiReport on Form 10-K for the
year ended December 31, 19

The only businesses or assets of the Company velnechot conducted or owned directly or indirectigotigh the Operating Partnership are
the brokerage and property management businesekateld assets acquired on April 1, 1996 throughQbmpany's merger with Nashville,
Tennessee-based Eakin & Smith, Inc. (the "Eakimdit Transaction™). In addition to owning the Prdjes and the Development Land, the
Operating Partnership also provides services asgativith leasing, property management, real ed@telopment, construction and
miscellaneous tenant services for the Propertiegeisas for third parties. The Company conduashird-party fee-based services through
two subsidiaries of the Operating Partnership, Wigbds Services, Inc. and Forsyth Properties Sesyloe. (the "Service Companies”), and
Forsyth-Carter Brokerage L.L.C. ("Forsyth-CarteolBrage"), a joint venture with Carter Oncor Intgional.

On April 29, 1996, the Company entered into a meageeement (the "Merger Agreement") with CrockeaRy Trust, Inc. (“Crocker")
pursuant to which the Company will acquire 58 sbhuroffice properties and 12 service center pragse(the "Crocker Properties") located
in 15 Southeastern markets in Florida, North CaglSouth Carolina, Tennessee, Georgia, VirginthAlabama. The Crocker Properties
encompass 5.7 million rentable square feet anddaath 31, 1996, were 95% leased. Through the mavgkrCrocker (the "Merger"), which
is expected to occur in the third quarter of 1986,Company will establish itself as one of thgdest real estate operating companies in the
Southeastern United States specializing in the ostig, management, acquisition and developmentlodiban office and industrial
properties. Under the terms of the Merger AgreentbrtCompany will acquire all of the outstandiragital stock of Crocker in exchange for
a cash payment of $11.02 per share, subject taigextijustments. Based on Crocker's 26,981,08fom#hares of outstanding capital stock
at May 31, 1996, the purchase price will total appnately $297 million. In addition, the Companyliveiash out certain existing options and
warrants to purchase Crocker common stock for tmated $4.2 million and assume approximately $&dilon of Crocker's currently
outstanding indebtedness, having a weighted avénégest rate of 8.6%. In connection with the Marghe Company has also entered into a
Stock Purchase Agreement (the "Stock Purchase Agme&) with certain stockholders of Crocker, whgdther own approximately 83% of
Crocker's outstanding common stock (collectivdig, tCrocker Selling Stockholders"), which obligasesh stockholders to sell their shares
to the Company at a cash price of $11.02, subjetttet same adjustments as required under the MAggeement. The approximately $247
million purchase price for such shares is parheftbtal approximately $297 million purchase pfieall of Crocker's outstanding shares.
Merger Agreement and the Stock Purchase Agreemantom terminated by the respective parties onbeitain limited circumstances. In
addition, under the terms of the Merger Agreemeartain specified assets and liabilities of Crock#lrnot be acquired by the Company. 1
Merger will be accounted for by



the Company under the purchase method of accouintiagcordance with Accounting Principles Boardigm No. 16, "Business
Combinations," as amended. Under this method afating, the purchase price will be allocated weésacquired and liabilities assumed
based on their estimated fair value at the clodatg of the Merger.

The Company is a Maryland corporation that wasripoated in 1994. The Operating Partnership is @iN®@arolina limited partnership
formed in 1994. The Company's and the OperatinghBieship's executive offices are located at 3100kK&tnee Court, Suite 600, Raleigh,
North Carolina 27604, and their telephone numbé918) 87:-4924. The Company maintains offices in each optilnary markets.

RISK FACTORS
Prospective investors should carefully considemmgrother factors, the matters described belowrbgiarchasing offered Securities.
NO LIMITATION IN ORGANIZATIONAL DOCUMENTS ON INCURRENCE OF DEBT

The Company intends to limit the extent of its baring to less than 50% of its total market captation (i.e., the market value of issued and
outstanding shares of Common Stock and Units plias tlebt), but the organizational documents ofGbenpany do not contain any

limitation on the amount or percentage of indebésdrthe Company might incur. The Indenture (asiddfherein), however, will contain
limits on the Company's ability to incur indebtedself the Company's policy limiting borrowing werieanged, the Company could become
more highly leveraged, resulting in an increasedht service that could adversely affect the Comigdnnds from operations and ability to
make expected distributions to stockholders arahiimcreased risk of default on its obligations.oA$lay 31, 1996, the Company's ratio of
debt to total market capitalization was approxirya28%.

GEOGRAPHIC CONCENTRATION

The Company's revenues and the value of its Pliepertay be affected by a number of factors, inclgdhe local economic climate (which
may be adversely impacted by business layoffs mmnding, industry slowdowns, changing demographius other factors) and local real
estate conditions (such as oversupply of or reddeedand for office and other competing commeraiapprties). As of May 31, 1996, the
Properties were located in the following areashwliie number of Properties noted parentheticai@leigh-Durham, North Carolina (60);
Greensboro, Winston-Salem and High Point, Northoaa

(100); Charlotte, North Carolina (22); Richmondrgfinia (11); and Nashville, Tennessee (7). Usingdfid 996 base rent totals, the North
Carolina properties represented 87.5% of the aimadhbase rent of the Properties, with Raleigh-RaoriProperties alone constituting 53.1%.
Although the Merger would broaden the Company'geggahic focus by adding 11 new markets throughoeitSoutheastern United States,
based on March 1996 rent rolls, the North Cardingperties would still represent 56.4% of the Conyfsaannualized rental revenue, with
properties located in Raleigh-Durham accountingBfhB8% following the Merger. The Company's perfanocgand its ability to make
distributions to stockholders is therefore depehderthe economic conditions in these market adeasddition, there can be no assurance as
to the continued growth of the economy in theseketar

ABILITY OF THE COMPANY TO PAY ON GUARANTEES

With the exception of the Nashville, Tennessee dérafge and property management operations, all off@ations of the Company are
conducted by the Operating Partnership. The prat@pset of the Company is its interest (82% adaf 31, 1996) in the Operating
Partnership. As a result, the Company is dependgmot the receipt of distributions or other paymérdm the Operating Partnership in order
to meet its financial obligations, including itsliglations under any Guarantees. Any Guaranteeseitffectively subordinated to existing
and future liabilities of the Operating PartnersiipMay 31, 1996, the Operating Partnership haat@amately $275 million of indebtedne
outstanding, of which approximately $207 milliorsiscured by interests in certain real estate asie¢sOperating Partnership is a party to
loan agreements with various bank lenders whichireghe Operating Partnership to comply with vasidinancial and other covenants
before it may make distributions to the Companyhéligh the Operating
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Partnership presently is in compliance with suckeoants, there is no assurance that it will comtittube in compliance and that it will be
able to continue to make distributions to the Comypa

RISKSIN THE EVENT OF CERTAIN TRANSACTIONSBY THE OPERATING PARTNERSHIP OR THE COMPANY

The Indenture does not contain any provisionswlmatld afford holders of Debt Securities protectinithe event of (i) a highly leveraged or
similar transaction involving the Operating Parsiigp, the management of the Operating PartnerstipeocCompany, or any affiliate of any
such party, (i) a change of control, or (iii) @@rt reorganizations, restructures, mergers or amiansactions involving the Operating
Partnership or the Company.

CONFLICTSOF INTERESTSIN THE BUSINESS OF THE COMPANY

TAX CONSEQUENCES UPON SALE OR REFINANCING OF PROPHRS. Holders of Units may suffer different and madverse tax
consequences than the Company upon the sale wamefng of any of the Properties and, thereforeh $wlders, including certain of the
Company's officers and directors, and the Compaay nave different objectives regarding the appadprpricing and timing of any sale or
refinancing of such Properties. While the Compasythe sole general partner of the Operating Rattipe has the exclusive authority as to
whether and on what terms to sell or refinancendividual Property, those members of the Compamg@sagement and Board of Directors
the Company who hold Units may influence the Conypaat to sell or refinance the Properties even gihosuch sale might otherwise be
financially advantageous to the Company, or malpérfce the Company to refinance Properties witlgh level of debt.

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

COMPETITIVE REAL ESTATE ACTIVITIES OF MANAGEMENT. dhn W. Eakin and Thomas S. Smith, both of whom tmecafficers
and directors of the Company in connection withEa&in & Smith Transaction, maintain an ownershigiest in an office building in the
central business district of Nashville, Tennessdech building may compete for potential tenantthvthe Company's Nashville office
properties.

LIMITATIONSON ACQUISITION AND CHANGE IN CONTROL

OWNERSHIP LIMIT. The Company's Articles of Incorion prohibit ownership of more than 9.8% of thi