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HIGHWOODS PROPERTIES, INC.
PROSPECTUS
2,340,000 SHARES
COMMON STOCK

We are offering and selling up to 2,340,000 shafeommon stock with this prospectus. An accompagyirospectus supplement will set

forth the specific number of shares of common stodie sold. Our shares are listed for tradinghenNew York Stock Exchange under the
symbol "HIW." On October 26, 1998, the last repdrsale price of our common stock on the New YodcBtExchange was $26 11/16 per
share.

See "Risk Factors" at page 5 for certain factoas ylou should consider before you invest in the mom stock being sold with the prospectus.

UBS AG, London Branch ("UB-LB") is an underwriteitivrespect to all of the offered shares and hesived a placement fee equal to
$1,445,625 with respect to 1.8 million of the slsamghich represents 2.5% of the gross proceedsa@reement with UB-LB also contains
certain purchase price adjustments that essengjalyantee a return on UB-LB's purchase equal BOR plus 75 basis points. We will pay
UB-LB an additional placement fee equal to appratety $290,000 if we issue any additional sharddBeLB under the purchase price
adjustment provisions of our agreement with them.

A prospectus supplement will set forth the pubffeng price per share, the name of any lead anagang underwriters and the underwrits
discounts and commissions from the sale. See "®fl@istribution” at page 38.

The mailing address and phone number of our execoffices are: 3100 Smoketree Court, Suite 60®kiga North Carolina 27604, (919)
872-4924.

The Securities and Exchange Commission has nobapgror disapproved of these securities, or detexdhif this prospectus is truthful or
complete. Neither has any state securities comanisgiproved or disapproved of these securitiedetarmined if this prospectus is truthful
or complete. It is illegal for any person to tediuyotherwise.

This prospectus may not be used to consummate gladdsires of common stock unless accompanieddogspectus supplement.

The date of this Prospectus is October 27, 1



AVAILABLE INFORMATION

The Company is subject to the information requinetm®f the Securities Exchange Act of 1934, as amérithe "Exchange Act"), and in
accordance therewith files annual, quarterly arrdectt reports, proxy statements and other inforomatiith the Securities and Exchange
Commission (the "Commission™). Such reports, prstatements and other information may be inspeatddccapied, at prescribed rates, at
Public Reference Room of the Commission at 450 Stteet, N.W., Washington, DC 25049. Informaticayrbe obtained on the operatior
the Public Reference Room by calling the Commissioh-800-SEC-0330. Such reports, proxy statensrdsother information, when
available, also may be accessed through the Iriteiteemaintained by the Commission (http://www.geg). The common stock of the
Company, $.01 per value per share (the "Commork3tds listed on the New York Stock Exchange (tN&'SE"), and such material can
also be inspected and copied at the offices oNMSE, 20 Broad Street, New York, New York 10005.

The Company has filed with the Commission a regfigtn statement on Form S-3 (the "Registrationegtant") under the Securities Act of
1933, as amended (the "Securities Act"), with respethe 2,340,000 shares registered hereby.prbispectus ("Prospectus”), which
constitutes a part of the Registration Statemesgsaot contain all of the information set forttthe Registration Statement and in the
exhibits and schedules thereto. For further infaiomawith respect to the Company and the CommoglSteference is hereby made to such
Registration Statement, exhibits and schedules Riwgstration Statement may be inspected withoatgehat, or copies obtained upon
payment of prescribed fees from, the Commissiory. #(atements contained herein concerning a pravisi@any document are not
necessarily complete, and, in each instance, maferis made to the copy of such document filechaaxhibit to the Registration Statement or
otherwise filed with the Commission. Each suchesteint is qualified in its entirety by such referenc

INCORPORATION OF CERTAIN DOCUMENTSBY REFERENCE

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

1. The Company's annual report on Form 10-K foryéer ended December 31, 1997 (as amended on2%rl998 and May 19, 1998);
2. The Company's quarterly reports on Form 10-QHerquarters ended March 31, 1998 and June 3@, 199

3. The description of the Common Stock of the Camygacluded in the Company's registration statenoanfform 8-A, dated May 16, 1994;
and

4. The Company's current reports on Form 8-K, dasediary 9, 1997 (as amended on February 7, 198i¢hML0, 1997 and April 28, 1998),
August 27, 1997 (as amended on September 23, 108%ber 1, 1997, November 17, 1997, January 223,19
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February 2, 1998, February 4, 1998, April 20, 199&;l 29, 1998, June 10, 1998, June 17, 1998, 1u©98 and July 3, 1998 (as amended
on September 28, 1998 and September 30, 1998).

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

The Company will furnish without charge upon writter oral request to each person to whom a coplyi®frospectus is delivered, includi
any beneficial owner, a copy of any or all of tleedments specifically incorporated herein by rafeeg(not including the exhibits to such
documents, unless such exhibits are specificatlgriporated by reference in such documents). Regjsbsuld be made to: Investor Relatic
3100 Smoketree Court, Suite 600, Raleigh, Northolte 27604. The Company's telephone number is)(8712-4924.
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THE COMPANY

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

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

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

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

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

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

Before you invest in our Common Stock, you showdatvare that there are various risks, includingeéhdescribed below. You should
consider carefully these risk factors, togethehwit other information included in this Prospecainsl any attached prospectus supplement,
before you decide to purchase our Common Stock.

Some of the information in this Prospectus may @ianforward-looking statements. Such statementdeadentified by the use of forward-
looking terminology such as "may," "will," "exp€ettanticipate,” "estimate," "continue" or other glian words. These statements discuss
future expectations, contain projections of resoitsperations or of financial condition or statber "forward-looking" information. When
considering such forward-looking statements, yaawshkeep in mind the risk factors and other cawgtig statements in this Prospectus. The
risk factors noted in this section and other faxtarted throughout this Prospectus could causaaiual results to differ materially from thc
contained in any forward-looking statement.

Operating Performance is Dependent on Southeastern Markets

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

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

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

Potential Inability to Eliminate Conflicts of Intests. We have adopted certain policies to eliminatdlicts of interest. These policies include
a bylaw provision requiring all transactions in athiexecutive officers or directors have a conftigtinterest to be approved by
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a majority of the Company's independent directorsyoa majority of the shares of capital stock tiainterested stockholders hold. We can
provide no assurance that our policies will be sastul in eliminating the influence of such cortlidf our policies are not successful, we
may make decisions that fail to reflect the inteyes all stockholders.

Limited Ability of Stockholdersto Effect a Changein Control

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

Required Consent of the Operating Partnership ifgmificant Corporate Action. The Company may nogja&ge in certain change of control
transactions without the approval of the holdera ofajority of the Operating Partnership's outstam@€ommon Units. If the Company ever
owns less than a majority of the outstanding Comidnits, this voting requirement might limit the gdslity of a change in control of the
Company, even if a change in control would be ianyjmest interest. On July 31, 1998, the Companyeavapproximately 84% of the
Common Units.

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

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

Dilutive Effect of Shareholders' Rights Plan. Ontéber 4, 1997, the Company's board of directorpstba Shareholders' Rights Plan and
declared a distribution of one preferred sharelpase right for each outstanding share of CommookSithe rights were issued on October
16, 1997 to each stockholder of record on such déte rights have certain anéikeover effects. The rights would cause substaditigion to
a person or group that attempts to acquire the @osnpn terms of which the Company's board of dinsctioes not approve. The rights
should not interfere with any merger or other besgicombination the board of directors approvesedime Company may redeem the rights
for $.01 per right, prior to the time that a persormgroup has acquired beneficial ownership of IB%more of the Common Stock.
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Adverse Impact on Distributions of Failureto Qualify asaREIT

We believe that we operate in a manner that enéfsde€ompany to remain qualified as a REIT for Faldecome tax purposes. We have not
requested, and do not plan to request, a ruling tie Internal Revenue Service that we qualify RE&. We, however, have received an
opinion from the law firm of Alston & Bird LLP thatre met the requirements for qualification as aRfer the taxable years ended
December 31, 1994 through 1997, and that we aaepisition to continue such qualification for tagable year that will end December 31,
1998, if we satisfy certain requirements throughbatyear and for the year as a whole. See "Fetteraie Tax Considerations--Taxation of
the Company as a REIT," on page 22.

You should be aware that opinions of counsel atébimaling on the Internal Revenue Service or anyrtcd-urthermore, the conclusions ste

in the opinion are based solely on factual repriegiems of ours and are conditioned on, and outicoed qualification as a REIT will depe
on, our meeting various requirements. Such requrgsnare discussed in more detail under the hedBedperal Income Tax Considerations--
Requirements for Qualification" beginning on pade 2

If we fail to qualify as a REIT, we would not béaaved a deduction for distributions to stockhold@rsomputing our taxable income and
would be subject to Federal income tax at regusgparate rates. We also could be subject to thefaédlternative minimum tax. Unless we
are entitled to relief under specific statutory\psmns, we could not elect to be taxed as a RBITfdur taxable years following the year
during which we were disqualified. Therefore, if ilwee our REIT status, the funds available forritistion to you would be reduced
substantially for each of the years involved. Seederal Income Tax Considerations--Failure to Qualon page 29.

Factorsthat Could Cause Poor Operating Performance of the Properties

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

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

o local economies;



o local real estate conditions;

0 prospective tenants' perceptions of each propeatiractiveness;

o our ability to provide adequate management, raaanice, and insurance; and
o0 increased operating costs (including real estates and utilities).

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

Potential Adverse Effect of Competition on Opergtiferformance. Numerous properties compete wittpmperties in attracting tenants to
lease space. Some of these competing propertiesarer or better located than some of our proper8egnificant office or industrial
property development in a particular area coulcelematerial effect on our ability to lease spaceur properties and on the rents we charge.

Bankruptcy or Weak Financial Condition of Tenatsany time, one of our tenants may seek the ptioteof the bankruptcy laws. This
could result in the rejection and termination aftttenant's lease and thereby reduce our cash.fldth®ugh we have not experienced
material losses from tenant bankruptcies, we caasstre you that tenants will not file for bankoypprotection in the future or, if any tene
file, that they will affirm their leases and contato make rental payments in a timely mannerdtitesn, a tenant from time to time may
experience a downturn in its business, which magker its financial condition and result in its fmé to make timely rental payments. If a
bankrupt tenant does not affirm its lease, ortdrant's financial condition weakens, our income stockholder distributions may be
adversely affected.

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

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

8



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

and local fire and safety requirements. If we f@icomply with these requirements, governmentahaigs could impose fines, or private
litigants could be awarded damages. We believdPooperties comply in all material respects withtstegulatory requirements. However, if
these requirements change or if authorities impeserequirements, we may incur significant unapéitéd expenditures that could adversely
affect our cash flow and expected distributions.

Potential Problemsin Development, Construction and Acquisition Activities

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

o abandoning development opportunities;

0 a property's construction costs exceeding origia@mates, possibly making the property unecowami

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

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

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

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

We also intend to continue to acquire office ardlstrial properties. Such acquisitions entail rigla investments will fail to perform in
accordance with our expectations, which could asblgraffect our operations and stockholder distidns. Estimates of the costs to bring an
acquired property up to market standards may pireaecurate. Furthermore, we are likely to be inedhn negotiations (at various stages) to
acquire one or more properties or portfolios. Hogrewe cannot assure you that we will consummageoéithe proposed acquisitions.
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Instead of purchasing properties directly, we nmaest as a partner or a genturer. Under certain circumstances, this typi@wéstment ma
involve risks not otherwise present, including plossibility that a partner or co-venturer mightdrae bankrupt or that a partner or co-
venturer might have business interests or goatmsistent with ours. Also, such a partner or colweam may be in a position to take action
contrary to our instructions or requests or cogttarour policies or objectives, including our gfiehtion as a REIT. We may also risk an
impasse on decisions because neither the partnéneco-venturer would have full control over gaatnership or joint venture. We will,
however, seek to maintain sufficient control oftspartnerships or joint ventures to permit us toi@e our objectives.

Potential Problems Associated with New M arkets

We have generally limited our development, acgoisjtmanagement, and leasing business to subuffiee and industrial properties in
southeastern markets. However, we have recenthethimto certain midwestern markets and have acdjsiegeral retail properties and
multifamily communities in those markets. We maytiue to expand our business to new geographasaerd property types. We believe
that much of our past success has been a resulirdbcal expertise in the Southeast and our egpee in the ownership, management, and
development of suburban office and industrial proes. We may not initially possess the same leféhmiliarity with new geographic areas
and property types to develop, acquire, managease newly acquired properties as profitably aslavéor our existing properties. We
cannot guarantee that we will succeed in integgadicquired properties into our existing propertytiodio. Failure to successfully integrate
acquired properties could adversely affect our ajpemal results.

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

o lack of market knowledge and understanding cdlleconomies;

o0 inability to obtain land for development or idénacquisition opportunities; and
o unfamiliarity with local governmental and perrimitf procedures.

Potential Adverse Effect of Incurrence of Debt

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

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

Possible Environmental Liabilities

Under various laws, ordinances, and regulationsh sis the Comprehensive Environmental Response €wsafion and Liability Act, and
common law, an owner or operator of real estaliatide for the costs to remove or remediate cettairardous or toxic chemicals or
substances on or in the property. Owners or operate also liable for certain other costs, ingtgdjovernmental fines and injuries to
persons and property. Such laws often impose iigliithout regard to whether the owner or oper&imew of, or was responsible for, the
presence of the hazardous or toxic chemicals atanbes. The presence of such substances, oiiltire fa remediate such substances
properly, may adversely affect the owner's or ojpetability to sell or rent such property or trtow using such property as collateral.
Persons who arrange for the disposal, treatmemtansportation of hazardous or toxic chemicalsutrstances may also be liable for the s
types of costs at a disposal, treatment, or stdi@gity, whether or not that person owns or opesdhat facility. Certain environmental laws
also impose liability for releasing asbestos-camitaj materials. Third parties may seek recovernnfawners or operators of real property for
personal injuries associated with asbestos-comigimaterials. A number of our Properties contabeats-containing materials or material
that we presume to be asbestos-containing matenat®nnection with owning and operating our pmips, we may be liable for such costs.
In addition, it is not unusual for property own&rEncounter on-site contamination caused by ¢éfsources. The presence of hazardous or
toxic chemicals or substances at a site closeptoperty could require the property owner to pgséte in remediation activities or could
adversely affect the value of the property. Contetion from adjacent properties has migrated ohteast three of our properties; however,
based on current information, we do not believe &imy significant remedial action is necessanhas¢ affected sites.

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

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

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

Potential Dilution of Capital Stock or Decreasd @fuidity in Connection with Settlement of Forwa@dntract

The Company has entered into a Purchase Agreenignt/8-LB involving the sale of 1.8 million share§ Common Stock and a related
Forward Contract providing for certain purchase@adjustments. See "Plan of Distribution" at p2@éor additional information about the
agreements.

The Forward Contract generally provides that if Merket Price (as defined below) of a share of Cami@tock on the maturity date is less
than a certain amount, which we refer to as thewBad Price,” we must pay UBB the difference times 1.8 million. (Similarly, tie Marke!
Price of a share of Common Stock is above the RahWace, UB-LB must pay us the difference in seatCommon Stock.) If we choose
not to or cannot settle in freely tradable shaféSammon Stock, we must repurchase the 1.8 milioares at the Forward Price in cash. The
Forward Price is approximately $32.16 and will bguated by LIBOR plus 75 basis points, minus anyddinds received on the shares. (A
August 28, 1998, the Forward Price had increase$l®y since August 28, 1997.)

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

The maturity date of the Forward Contract is Felyr @8, 1999; however, if the closing price of then@non Stock falls below $19.28, UB-
LB has the right to force a complete settlementeurtide Forward Contract. UBS also has the riglidtce a complete settlement under the
Forward Contract if, among other things, we (i) iardefault with respect to certain financial coaats under the Forward Contract, (ii) are in
default under our $600 million credit
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facility with a syndicate of lenders or any othesacured lending agreement,
(i) fail to post sufficient cash collateral, aw) fail to deliver to UBS, on or before Novemberl®98, an effective registration statement
covering the issuance through UB-LB of the shafé€dammon Stock delivered to UB-LB.

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

Quarterly payments of collateral and the ultimatlement of the Forward Contract could adversécaour liquidity or dilute our Comma
Stock. If the Market Price (defined as the averelgsing price of the Common Stock for the 35-trgdéfay period beginning February 28,
1999) is lower than the Forward Price, settlemershiares of Common Stock would cause our outstgrafiares of Common Stock to
represent a smaller ownership interest in the Campath no increase in the value of the Companye dble below shows the change in the
value of a share of Common Stock as a result dirgethe Forward Contract at various Market Prices

I ncrease/ (Dilution) in Value

Mar ket Price O Conmmon Stock (1)
$40 5%
$35 . 2%
$30 (.29
$25 (.79
$20 (1.6%

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

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

o its existing $600 million credit facility, whidhas approximately $90 million remaining;
o other borrowings;

o the disposition of certain non-core assets; and

0 equity offerings.
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USE OF PROCEEDS

Of the shares offered hereby, 1.8 million shares (tnitial Shares") were purchased by UB-LB, ascegsor to Union Bank of Switzerland,
London Branch ("UBS"), on August 28, 1997 for nedqeeds of $56.7 million. Such proceeds were uselistharge approximately $34
million of indebtedness under the Company's thastiey $280 million revolving loan. The interestean such discharged indebtedness had
a weighted average rate of 7.9%. The revolving lwaa due to mature on October 31, 1999. The ren@aB22.7 million of proceeds were
used (i) to acquire four properties for approxirha$i7 million and (ii) to fund development projsct

The other shares offered hereby (the "Forward Shamed, together with the Initial Shares, the "8k3rare issuable under the terms of the
Forward Contract. See "Risk Factors C Potentialtidih of Capital Stock or Decrease of Liquidity@onnection with Settlement of Forward
Contract" above for a description of the Forwara€act. Other than the $56.7 million received i®719%the Company will not receive any
additional proceeds from any sale of the Sharddiy B.

DESCRIPTION OF CAPITAL STOCK OF THE COMPANY
General

The authorized capital stock of the Company coasisR50,000,000 shares of capital stock, $.0vphre, of which 200,000,000 shares are
classified as Common Stock and 50,000,000 shaeedlassified as preferred stock ("Preferred StocKig following description of the terms
and provisions of the shares of capital stock ef@mpany and certain other matters does not puigpbe complete and is subject to and
qualified in its entirety by reference to the apable provisions of Maryland law and the Compaaytgles of Incorporation and bylaws, as
amended.

Common Stock

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

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

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

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

Series A Preferred Shares. The following descniptibthe Company's 8 5/8% Series A Cumulative Rexddste Preferred Shares, par value
$.01 per share (the "Series A Preferred Sharesif),all respects subject to and qualified in itrety by reference to the applicable
provisions of the Company's Articles of Incorpawatiincluding the Articles Supplementary applicaiol¢he Series A Preferred Shares. The
Company is authorized to issue 143,750 Series feResl Shares, 125,000 of which were issued anstanding as of the date hereof.

With respect to the payment of dividends and ansupbn liquidation, the Series A Preferred Shamek pari passu with any other equity
securities of the Company the terms of which preltht such equity securities rank on a parity WithSeries A Preferred Shares and rank
senior to the Common Stock and any other equityrééxs of the Company which by their terms rankigu to the Series A Preferred Shares.
Dividends on the Series A Preferred Shares are lagivel from the date of original issue and are jpégyguarterly on or about the last day of
February, May, August and November of each yeameenting May 31, 1997, at the rate of 8 5/8% oflidpa@idation preference per annum
(equivalent to $86.25 per annum per share). Divddeam the Series A Preferred Shares will accruehven®r not the Company has earnings,
whether or not there are funds legally availabtelie payment of such dividends and whether osooh dividends are declared. The Seri
Preferred Shares have a liquidation preferencd @f0® per share, plus an amount equal to any atemne unpaid dividends.

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

If dividends on the Series A Preferred Sharesraegriears for six or more quarterly periods, whetrenot such quarterly periods are
consecutive, holders of the Series B Preferred

15



Shares (voting separately as a class with all atbees of Preferred Stock upon which like votiigits have been conferred and are
exercisable) will be entitled to vote for the elentof two additional directors to serve on thetdoaf directors of the Company until all
dividend arrearages have been paid.

The Series A Preferred Shares are not convertibdsahangeable for any other property or securiifdhe Company. The Series A Preferred
Shares are subject to certain restrictions on ostmigintended to preserve the Company's statufREd R for Federal income tax purposes.

Series B Preferred Shares. The following desciptibthe Company's 8% Series B Cumulative Redeenfatdferred Shares, par value $.01
per share (the "Series B Preferred Shares"),all lespects subject to and qualified in its etyitwy reference to the applicable provisions of
the Company's Articles of Incorporation, includithg Articles Supplementary applicable to the SeBi¢xeferred Shares. The Company is
authorized to issue 6,900,000 Series B PreferraegeShall of which were issued and outstanding #iseodate hereof.

With respect to the payment of dividends and ansupbn liquidation, the Series B Preferred Shagk pari passu with the Series A
Preferred Shares and with any other equity seeardf the Company the terms of which provide thahsquity securities rank on a parity
with the Series B Preferred Shares and rank sémithe Common Stock and any other equity securitiedbe Company which by their terms
rank junior to the Series B Preferred Shares. @it on the Series B Preferred Shares are cuneufadm the date of original issue and are
payable quarterly on March 15, June 15, Septembanil December 15 of each year commencing Decebh®hdi997, at the rate of 8% of
$25 liquidation preference per annum (equivalei$i2®0 per annum per share). Dividends on the S8riereferred Shares will accrue
whether or not the Company has earnings, whetheothere are funds legally available for the pagtrof such dividends and whether or
not such dividends are declared. The Series B Reef&hares have a liquidation preference of $25Ipare, plus an amount equal to any
accrued and unpaid dividends.

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

If dividends on the Series B Preferred Sharesragarears for six or more quarterly periods, whetiienot such quarterly periods are
consecutive, holders of the Series B Preferredesh@oting separately as a class with all othaesaf preferred stock upon which like
voting rights have been conferred and are exeregsabll be entitled to vote for the election ofdvadditional directors to serve on the board
of directors of the Company until all dividend arages have been paid.
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The Series B Preferred Shares are not convertitdgahangeable for any other property or securéifdee Company. The Series B Preferred
Shares are subject to certain restrictions on ostmigintended to preserve the Company's statufR&d R for Federal income tax purposes.

Series D Preferred Shares. The following descriptibthe Company's 8% Series D Cumulative RedeeasrRitdferred Shares, par value $.01
per share (the "Series D Preferred Shares"),adl respects subject to and qualified in its etyitey reference to the applicable provisions of
the Company's Articles of Incorporation, includithg Articles Supplementary applicable to the Sdbiddreferred Shares. The Company is
authorized to issue 400,000 Series D PreferredeShass of the date hereof, the Company has ouisigdd000,000 Depository Shares, each
of which represents 1/10 of a share of the Seri€sdPerred Shares.

With respect to the payment of dividends and amsupbn liquidation, the Series D Preferred Shaagk pari passu with the Series A
Preferred Shares and Series B Preferred Sharesiindny other equity securities of the Companytgrens of which provide that such
equity securities rank on a parity with the SeBeBreferred Shares and rank senior to the Commmek 3ind any other equity securities of
Company which by their terms rank junior to thei& D Preferred Shares. Dividends on the SeriesefePed Shares are cumulative from
the date of original issue and are payable qugrterlor about the last day of January, April, Jutg October of each year commencing July
31, 1998, at the rate of 8% of the liquidation prefice per annum (equivalent to $20 per annumhgee or $2 per annum per Depository
Share). Dividends on the Series D Preferred Shaiteaccrue whether or not the Company has earniwgether or nor there are funds
legally available for the payment of such divideadsl whether or not such dividends are declared.Séries D Preferred Shares have a
liguidation preference of $250 per share (equivaie$25 per Depository Share), plus an amountlequeny accrued and unpaid dividends.

The Series D Preferred Shares are not redeemabta@April 23, 2003. On and after April 23, 200Be Series D Preferred Shares will be
redeemable for cash at the option of the Compamyhiole or in part, at $250 per share (equivalet$i2s per Depository Share), plus any
accrued and unpaid dividends thereon to the dede fior redemption. The redemption price (othenttiee portion thereof consisting of
accrued and unpaid dividends) is payable solelybtiie sale proceeds of other capital stock ofGbhmpany, which may include other series
of preferred stock, and from no other source.

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

The Series D Preferred Shares are not convertitdgahangeable for any other property or securifedhe Company. The Series D Preferred
Shares are subject to certain restrictions on osimigintended to preserve the Company's statufR&d B for Federal income tax purposes.
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Classification of Board of Directors; Removal of Directors; Other Provisions

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

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

These provisions may make it more difficult anddioonsuming to change majority control of the ba#rdirectors of the Company and,
thus, may reduce the vulnerability of the Compangr unsolicited proposal for the takeover of tleen@any or the removal of incumbent
management. The Company's officers and directerarad will be indemnified under Maryland law, theiéles of Incorporation of the
Company and the agreement of limited partnershith@fOperating Partnership (the "Operating Parhigri&greement") against certain
liabilities, including liabilities under the Sectieis Act. Insofar as indemnification for liabiliferising under the Securities Act may be
permitted to directors, officers or persons cofitrglthe Company, the Company has been informetdtithe opinion of the Securities and
Exchange Commission such indemnification is agginbtic policy as expressed in the Securities Ad ia therefore unenforceable.

Certain Provisions Affecting Change of Control

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

Maryland Business Combination and Control Shartu&ts. The MGCL establishes special requiremerits respect to business
combinations between Maryland corporations andésted stockholders unless exemptions are appdicAbhong other things, the law
prohibits
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for a period of five years a merger and other gj@etor similar transactions between a companyaanihterested stockholder and requires a
super majority vote for such transactions aftereghé of the five-year period. The Company's Arabé Incorporation contain a provision
exempting the Company from the requirements andigioms of the Maryland business combination statlihere can be no assurance that
such provision will not be amended or repealedchgtpmint in the future.

The MGCL also provides that control shares of ayNéend corporation acquired in a control share agitjoh have no voting rights except to
the extent approved by a vote of two-thirds ofibtes entitled to be cast on the matter, excludhmayes owned by the acquiror or by officers
or directors who are employees of the Company.cbimérol share acquisition statute does not appsheres acquired in a merger,
consolidation or share exchange if the Companypiarty to the transaction, or to acquisitions appcoor exempted by the Articles of
Incorporation or bylaws of the Company. The Comfmbylaws contain a provision exempting from thetoal share acquisition statute any
and all acquisitions by any person of the Compastgisk. There can be no assurance that such prowvisll not be amended or repealed, in
whole or in part, at any point in the future.

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

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

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

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

All certificates representing shares of capitatktoear a legend referring to the restrictions deed above.

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

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

Operating Partnership Agreement. The OperatinghBestip Agreement requires that any merger (urthessurviving entity contributes
substantially all of the assets of the Operatingriéaship for Common Units) or sale of all or salgially all of the assets of the Operating
Partnership be approved by a majority of the haldéiCommon Units (including Common Units ownedty Company). The Operating
Partnership Agreement also contains provisiongingldo a limited partner's redemption right in thent of certain changes of control of the
Company and under certain circumstances allowknfidted partners to continue to hold Common Unitshie Operating Partnership
following such a change of control, thereby maimiteg the tax basis in their Common Units. The cedethanges of control (each, a
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"Trigger Event") are: (i) a merger involving thenepany in which the Company is not the survivingtgnii) a merger involving the
Company in which the Company is the survivor blubapart of the Company's shares are convertedsieturities of another entity or the
right to receive cash; and (iii) the transfer bg @ompany to another entity of substantially alihef assets or earning power of the Company
or the Operating Partnership.

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

(i) a fraction, the numerator of which is the Aage Trading Price (as defined in the Operatingieeship Agreement) of a REIT Share as of
the Trigger Event and the denominator of whicthes Average Trading Price of a Replacement Shaoé the Trigger Event.

If the acquiror in a Trigger Event is a REIT, it siumake provision to preserve an operating paftiggructure with terms no less favorable
to the limited partners than currently in placeaéidition, the Operating Partnership Agreementides/that, if a distribution of cash or
property is made in respect of a Replacement Stee)perating Partnership will distribute the sammunt in respect of a Common Unit as
would have been received by a limited partner hath partner's Common Units been redeemed for Replast Shares prior to such
distribution.

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

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

Shareholders' Rights Plan. On October 4, 1997Ctmapany's board of directors adopted a SharehoRaists Plan and declared a
distribution of one preferred share purchase righiRight") for each outstanding share of Commarckt The Rights were issued on October
16, 1997 to each stockholder of record on such ddie Rights have certain anti-
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takeover effects. The Rights will cause substaudilation to a person or group that attempts touregthe Company on terms not approvel
the Company's board of directors. The Rights shoatdnterfere with any merger or other businesalzioation approved by the board of
directors since the Rights may be redeemed by timepany for $.01 per Right prior to the time thatesison or group has acquired beneficial
ownership of 15% or more of the Common Stock.

Registrar and Transfer Agent

The Registrar and Transfer Agent for the CommorrSend all shares of Preferred Stock is First UNational Bank, Charlotte, North
Carolina.

FEDERAL INCOME TAX CONSIDERATIONS

The following summary of certain Federal income ¢arsiderations to the Company is based on culaentis for general purposes only, and
is not tax advice. The summary addresses the rabEertdleral income tax considerations relating éo@ompany's REIT status, as well as
material Federal income tax considerations relatntpe Operating Partnership and the Companytkistdders. The Federal income tax
treatment of any investor in the Shares will vaepehding upon such investor's particular situation.

Each investor is advised to consult his or her taxnadvisor regarding the tax consequences to hinewoof the purchase, ownership and sale
of the Shares, including the federal, state, Idoakign and other tax consequences of such pueclamership and sale and of potential
changes in applicable tax laws.

Taxation of the Company asa REIT

Commencing with its taxable year ended Decembe 334, the Company has elected to be taxed ad asteée investment trust under
Sections 856 through 860 of the Internal Revenuge@s 1986, as amended (the "Code"). The Compalisvies that, commencing with its
taxable year ended December 31, 1994, it has bg@amiaed and has operated in such a manner aslifycfor taxation as a REIT under the
Code, and the Company intends to continue to opématuch a manner, but no assurance can be diaéit has operated or will operate in a
manner so as to qualify or remain qualified.

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

Alston & Bird LLP has acted as tax counsel to tleenpany in connection with the offering of the Sisamad the Company's election to be
taxed as a REIT. Alston & Bird LLP is of the opinithat the Company has been organized and hastegénaconformity with the
requirements for qualification and taxation as dTRihder the Code for its taxable years ended Déeer®l1, 1994 through 1997, and that the
Company is in a position to continue its
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qualification and taxation as a REIT within theidiion of Section 856(a) of the Code for the taleayear that will end December 31, 1998.
This opinion is based on factual representatiorth@Company concerning its business operationstsupdoperties and Alston & Bird LLP
has not independently verified these facts. Intaatdithe Company's status as a REIT at any timegud 998 is dependent, among other
things, upon the Company meeting the requiremergction 856 through 860 of the Code throughoetytbar and for the year as a whole.
Accordingly, because the Company's satisfactiosuch requirements will depend upon future eventduding the precise terms and
conditions of proposed transactions, the final mheit@ation of operational results and the effecteftain provisions contained in the
President's Budget Proposal for the Fiscal Yea®18Bthe Company's REIT status, no assurance cgivée that the Company will satisfy
the requirements to be a REIT during the taxabée tleat will end December 31, 1998.

Federal Income Taxation of the Company

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

distribute during each year at least the sum @856 of its ordinary income for such year, (ii) 9%%its capital gain net income for such ys
and (iii) any undistributed taxable income fromopiperiods, the Company will be subject to a 4%sxtax on the excess of such required
distribution over the amounts actually distribut8dventh, if the Company should acquire any asset & C corporation (i.e., a corporation
generally subject to full corporate-level tax) inaryover-basis transaction and the Company sulestly recognizes gain on the disposition
of such asset during the 10-year period (the "Reitiog Period") beginning on the date on which éisset was acquired by the Company,
then, to the extent of the excess of (a) the fairket value of the asset as of the beginning o&fiicable Recognition Period over (b) the
Company's adjusted
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basis in such asset as of the beginning of sucbdrétion Period (the "Built-In Gain"), such gainlibe subject to tax at the highest regular
corporate rate, pursuant to guidelines issued &yrtternal Revenue Service ("IRS") (the "Built-lai® Rules").

Requirementsfor Qualification

To qualify as a REIT, the Company must elect teb#reated and must meet the requirements, distbesew, relating to the Company's
organization, sources of income, and nature oftasse

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

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

(vi) during the last half of each taxable year, matre than 50% in value of the outstanding stockiuth is owned, directly or indirectly,
through the application of certain attribution sjley five or fewer individuals (as defined in tBede to include certain entities), (vii) files an
election to be taxed as a REIT on its return fahgaxable year, and (viii) satisfies the 95% aB&h7income tests and the 75%, 25%, 10%,
and 5% asset tests, as described below. The Couies that conditions (i) through (iv), inclusivaust be met during the entire taxable year
and that condition (v) must be met during at 1&83& days of a taxable year of 12 months or duripgpaortionate part of a taxable year of
less than 12 months. For purposes of conditionc@ftain pension funds and other tax-exempt estitie treated as persons. For purposes of
condition (vi), the beneficiaries of a pension oufjt-sharing trust under section 401(a) of the €ade treated as REIT stockholders. In
addition, the Articles of Incorporation currenttyclude certain restrictions regarding transfet®fdommon Stock, which restrictions are
intended (among other things) to assist the Compangntinuing to satisfy conditions (v) and (vBave.

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

Income Tests. In order to maintain qualificatioredREIT, the Company annually must satisfy two giosome requirements. First, at least
75% of the Company's gross income (excluding grassme from prohibited transactions) for each téagear must be derived directly or
indirectly from investments relating to real prageincluding investments in other
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REITs or mortgages on real property (including tsenom real property" and, in certain circumstamdeterest). Second, at least 95% of the
Company's gross income (excluding gross income fyavhibited transactions) for each taxable yearthaglerived from such real property
investments, dividends, interest, and gain fromstile or disposition of stock or securities (onfrany combination of the foregoing). In
addition, for taxable years ended on or before Be 31, 1997, short-term gain from the sale oeotlisposition of stock or securities, gain
from prohibited transactions and gain on the saletlwer disposition of real property held for Iéisan four years (apart from involuntary
conversions and sales of foreclosure property) masesent less than 30% of the Company's grossi@dincluding gross income from
prohibited transactions). The Taxpayer Relief Aict@97, enacted August 5, 1997 ("Taxpayer Reliegf'Acepealed the 30% gross income
test for taxable years beginning after August ®71%ccordingly, the 30% gross income test will apply to the Company beginning with
taxable year that will end December 31, 1998.

Rents received by the Company will qualify as "seindbm real property" in satisfying the gross in@raquirements for a REIT described
above only if several conditions are met. First, dimount of rent must not be based in whole oai @n the income or profits of any person
but can be based on a fixed percentage of grosfpts®r gross sales. Second, "rents from realgutgpexcludes any amount received
directly or indirectly from any tenant if the Commya or an owner of 10% of more of the Company,dliyeor constructively, owns 10% or
more of such tenant taking into consideration {hliaable attribution rules (a "Related Party Tdharf hird, rent attributable to personal
property is excluded from "rents from real prop&except where such personal property is leasedmmection with a lease of real property
and the rent attributable to such personal propsitgss than or equal to 15% of the total reneirgad under the lease. Finally, amounts that
are attributable to services furnished or rend@rennection with the rental of real property, Wier or not separately stated, will not
constitute "rents from real property" unless suglvises are customarily provided in the geographé@a. Customary services that are not
provided to a particular tenant (e.g., furnishimguhand light, the cleaning of public entranced, the collection of trash) can be provided
directly by the Company. Where, on the other handh services are provided primarily for the coneece of the tenants and are provide
such tenants, such services must be provided Iyda@pendent contractor. In the event that an indeéget contractor provides such services,
the Company must adequately compensate the indepteodntractor, the Company must not derive angnmefrom the independent
contractor, and neither the independent contrawiocertain of its shareholders may, directly aliriectly, own more than 35% of the
Company, taking into consideration the applicablmership rules. Pursuant to the Taxpayer Reliefakat beginning with the Company's
taxable year that will end December 31, 1998, tbm@any's rental income will not cease to qualifyrasts from real property" merely
because the Company performs a de minimis amountp#rmissible services to the tenants. For purpo$¢he preceding sentence, (i) the
amount of income received from such impermissibl@ises cannot exceed one percent of all amoun&ved or accrued during such tax:
year, directly or indirectly, by the Company wi#hspect to such property and (ii) the amount treasegceived by the Company for si
impermissible services cannot be less than 15Gpeaf the direct cost of the Company in furnishimgendering such services.
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The Company does not currently charge and doeantimipate charging rent that is based in wholm grart on the income or profits of any
person. The Company also does not anticipate aigiéving rent attributable to personal properysied in connection with real property that
exceeds 15% of the total rents or receiving remhfRelated Party Tenants.

the Properties that are and will be provided diyeste usually or customarily rendered in connettigth the rental of space for occupancy
only and are not otherwise rendered to particélaants and, therefore, that the provision of sechiges will not cause rents received with
respect to the Properties to fail to qualify agsdrom real property. Services with respect toRheperties that the Company believes may
be provided by the Company or the Operating Pastrgdirectly without jeopardizing the qualificatief rent as "rents from real property"
are and will be performed by independent contractor

The Operating Partnership and the Company recee®ih consideration of the performance of propadpagement and brokerage and
leasing services with respect to certain Propenigwned entirely by the Operating PartnershihSees will not qualify under the 75% or
the 95% gross income test. The Operating Partneedbd may receive certain other types of inconth veispect to the properties it owns that
will not qualify for either of these tests. In atioin, dividends on the Operating Partnership'skstoddighwoods Services will not qualify
under the 75% gross income test. The Company lealjdvowever, that the aggregate amount of suctafetsther non-qualifying income in
any taxable year will not cause the Company to eddke limits on non-qualifying income under eittier 75% or the 95% gross income test.

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

Asset Tests. At the close of each quarter of kalike year, the Company also must satisfy fousteating to the nature and diversificatiol
its assets. First, at least 75% of the value oftbmpany's total assets must be represented bgsedé assets, cash and cash items (including
receivables), and government securities. Seconthare than 25% of the value of the
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Company's total assets may be represented by esuther than those in the 75% asset class. ,Tinitdmore than 5% of the value of the
Company's assets may consist of securities of aayissuer (other than those securities includibliaé 75% asset test). Fourth, not more
10% of the outstanding voting securities of any @seer may be held by the Company (other tharetkesurities includible in the 75% asset
test).

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

The Operating Partnership owns 100% of the nongattock and 1% of the voting stock of Highwoodsvi®ess, and by virtue of its
ownership of Common Units, the Company will be ¢dased to own its pro rata share of such stock."$be Company." Neither the
Company nor the Operating Partnership, howevel,omih more than 1% of the voting securities of Higlnds Services. In addition, the
Company and its senior management do not beliettetile Company's pro rata share of the value o$¢learities of Highwoods Services
exceeds 5% of the total value of the Company'ssstke Company's belief is based in part upoaritdysis of the estimated value of the
securities of Highwoods Services owned by the GpeydPartnership relative to the estimated valuthefother assets owned by the
Operating Partnership. No independent appraisdld&bbtained to support this conclusion, and éds& Bird LLP, in rendering its opinion
as to the qualification and taxation of the Compasy REIT, is relying on the conclusions of thenpany and its senior management as to
the value of the securities of Highwoods Servidd®re can be no assurance, however, that the I8t mdt contend that the value of such
securities held by the Company (through the Opega®artnership) exceeds the 5% value limitation.

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

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

(b) the sum of certain items of non-cash incomehSlistributions must be paid in the taxable yeawhich they relate. Dividends paid in the
subsequent year, however, will be treated as d jpaihe prior year for purposes of such prior }&85% distribution requirement if one of
following two sets of criteria are satisfied: (ietdividends were declared in October, NovembeDemember, the dividends were payable to
stockholders of record on a specified date in sugfonth, and the dividends were actually paid dudimnuary of the subsequent year; or (ii)
the dividends were declared before the Companyyifiles its Federal income tax return for suchrydhe dividends were distributed in the
twelve month period following the close of the pry@ar and not later than the first regular dividg@ayment after such declaration, and the
Company elected on its Federal income tax returthi® prior year to have a specified amount ofshlesequent dividend treated as if paid in
the prior year. Even if the Company satisfies thredoing distribution requirements, the Company bél subject to tax thereon at regular
capital gains or ordinary corporate tax rates #ektent that it does not distribute all of its oapital gain or "REIT taxable income" as
adjusted. Furthermore, if the Company should adistribute during each calendar year at leasstine of (a) 85% of its ordinary income for
that year, (b) 95% of its capital gain net incomethat year, and (c) any undistributed taxableine from prior periods, the Company would
be subject to a 4% excise tax on the excess ofraaghred distribution over the amounts actualbtributed. In addition, during its
Recognition Period, if the Company disposes of @sset subject to the Built-In Gain Rules, the Camgpaill be required, pursuant to
guidance issued by the IRS, to distribute at 188%t of the Built-In Gain (after tax), if any, regoged on the disposition of the asset.

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

It is expected that the Company's REIT taxablenmeavill be less than its cash flow due to the allose of depreciation and other non-cash
charges in computing REIT taxable income. Accorljinthe Company anticipates that it generally Walve sufficient cash or liquid assets to
enable it to satisfy the 95% distribution requireindt is possible, however, that the Company, ftone to time, may not have sufficient c:
or other liquid assets to meet the 95% distribut@guirement or to distribute such greater amoamhay be necessary to avoid income and
excise taxation. In such event, the Company mayifinecessary to arrange for borrowings or, ifgilge, pay taxable stock dividends in
order to meet the distribution requirement.
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In the event that the Company is subject to ansajent to its REIT taxable income (as defined ioti®a 860(d)(2) of the Code) resulting
from an adverse determination by either a finalrtdacision, a closing agreement between the Coynaad the IRS under Section 7121 of
the Code, or an agreement as to tax liability betwide Company and an IRS district director, then@any may be able to rectify any
resulting failure to meet the 95% annual distribntrequirement by paying "deficiency dividends'stockholders that relate to the adjusted
year but that are paid in a subsequent year. Tlifgjaa a deficiency dividend, the distribution nobe made within 90 days of the adve
determination and the Company also must satisfiaiceother procedural requirements. If the statuteguirements of Section 860 of the
Code are satisfied, a deduction is allowed for @gficiency dividend subsequently paid by the Comyaroffset an increase in the
Company's REIT taxable income resulting from theesse determination. The Company, however, willdgpiired to pay statutory interest
on the amount of any deduction taken for deficietieydends to compensate for the deferral of tixdigdility.

Failureto Qualify

If the Company fails to qualify for taxation as &IR in any taxable year and the relief provisionsndt apply, the Company will be subjec
tax (including any applicable alternative minimua)ton its taxable income at regular corporatestddéstributions to stockholders in any
year in which the Company fails to qualify will ne¢ deductible by the Company nor will they be memfito be made. In such event, to
extent of positive current and accumulated earnamgbprofits, all distributions to stockholdersvaié dividends, taxable as ordinary income,
except that, subject to certain limitations of @®de, corporate distributees may be eligible ferdividends-received deduction. Unless the
Company is entitled to relief under specific statutprovisions, the Company also will be disquetififrom taxation as a REIT for the four
taxable years following the year during which dfigdition was lost. It is not possible to state wieetin all circumstances the Company wc
be entitled to such statutory relief. For examilhe Company fails to satisfy the gross incomstgdecause non-qualifying income that the
Company intentionally incurs exceeds the limit antsincome, the IRS could conclude that the Comigdailure to satisfy the tests was not
due to reasonable cause.

Taxation of U.S. Stockholders

As used herein, the term "U.S. Stockholder" meamsl@er of Common Stock that (for Federal incomeparposes) (a) is a citizen or resic
of the United States, (b) is a corporation or panghip (including an entity treated as a corporatippartnership for United States Federal
income tax purposes) created or organized in oewutie laws of the United States or of any politezdbdivision thereof, (c) is an estate, the
income of which is subject to Federal income tatategardless of its source or (d) is any truatéburt within the United States is able to
exercise primary supervision over the administratibthe trust, and one or more United States psriave the authority to control all
substantial decisions of the trust. For any taxgbbe for which the Company qualifies for taxatama REIT, amounts distributed to taxable
U.S. Stockholders will be taxed as discussed below.
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Distributions Generally. Distributions to U.S. Stbolders, other than capital gain dividends diseddselow, will constitute dividends up to
the amount of the Company's positive current amdmaclated earnings and profits and, to that exteiitbe taxable to the U.S. Stockholders
as ordinary income. These distributions are ngildk for the dividends-received deduction for aogiions. To the extent that the Company
makes a distribution in excess of its positive entrand accumulated earnings and profits, theiloigion will be treated first as a tax-free
return of capital, reducing the tax basis in th8.L&tockholder's Common Stock, and then the digtab in excess of such basis will be
taxable as gain realized from the sale of its Com®&twck. Dividends declared by the Company in Catoovember, or December of any
year payable to a U.S. Stockholder of record opezified date in any such month shall be treatdub#s paid by the Company and recei

by the stockholders on December 31 of the yeaxiged that the dividends are actually paid by tleenPany during January of the following
calendar year. U.S. Stockholders are not alloweddiode on their own Federal income tax returnstam losses of the Company.

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

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

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

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

As a result of the changes made to the capital ga@s by the Taxpayer Relief Act (See " C Cerfspositions of Shares"), the IRS issued
Notice 97-64 outlining (i) when a REIT may designate itsidends as either a 20% rate gain distribution, raecaptured section 1250 gain
distribution (taxed at 25% as noted in "Certaindoisition of Shares"), or a 28% rate gain distrimutand (ii) how to calculate the amount of
such distributions, which may be subject to certigferral or bifurcation adjustments. When a REEBignates a distribution as a capital gain
dividend, which is attributable to a taxable yeadiag after May 7, 1997, for purposes of
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the annual distribution requirement, the REIT atsry designate such dividend as a 20% rate gairibdigon, as unrecaptured section 1250
gain distribution, or a 28% rate gain distributis¥here no such designation is provided, the divideill be treated as a 28% rate gain
distribution. These additional designations byREET are effective only to the extent that theymbd exceed certain limitations. For exam,
the maximum amount of each distribution that carlbssified as either a 20% rate gain distributaamunrecaptured section 1250 gain
distribution, or a 28% rate gain distribution mbstcalculated in accordance with the Code andRIgeNotice.

Passive Activity Loss and Investment Interest Latiitns. Distributions from the Company and gaimfritne disposition of Common Stock
will not be treated as passive activity income ahdrefore, U.S. Stockholders will not be ablepplg any "passive losses" against such
income. Dividends from the Company (to the exthei/tdo not constitute a return of capital) gengnaill be treated as investment income
for purposes of the investment interest limitatiet capital gain from the disposition of Commondktor capital gain dividends generally
will be excluded from investment income unlessth®. Stockholder elects to have such gain taxeddatary income rates.

Certain Dispositions of Shares. In general, U.8cl8tolders will realize capital gain or loss on thigposition of Common Stock equal to the
difference between (i) the amount of cash anddlreniarket value of any property received on sushasition, and (ii) such stockholders'
adjusted basis in such Common Stock. Losses irttomehe sale or exchange of Common Stock helbbfsrthan six months (after applying
certain holding period rules) will be deemed lopgxt capital loss to the extent of any capital ghitdends received by the selling U.S.
Stockholder from those shares. As a result of gpep@yer Relief Act, and the Internal Revenue SeriRestructuring and Reform Act of 19
("IRS Restructuring Act"), the maximum rate of @xnet capital gains on individuals, trusts, artdtes from the sale or exchange of assets
held for more than one year has been reduced tq @38such maximum rate is further reduced to 18%$sets acquired after Decembet
2000, and held fomore than five years. For 15% percent bracket tgeqsathe maximum rate on net capital gains isceduo 10%, and su
maximum rate is further reduced to 8% for assdtsafber December 31, 2000, and held for more fhemyears. The maximum rate for net
capital gains attributable to the sale of deprdeiatal property held for more than one year is 26%he extent of the deductions for
depreciation with respect to such property. Longiteapital gain allocated to U.S. Stockholdershey@ompany will be subject to the 25%
rate to the extent that the gain does not excepredition on real property sold by the Companye Bxation of capital gains of corporations
was not changed by the Taxpayer Relief Act or B® Restructuring Act.

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

(i) at least one qualified trust holds more thabo2®y value of the REIT interests or (ii) one or mqgualified trusts, each owning more than
10% by value of the REIT interests, hold in theraggte more than 50% of the REIT interests. Thegmage of any REIT dividend treated
as UBTI is equal to the ratio of (a) the UBTI eatiny the REIT (treating the REIT as if it were alified trust and therefore subject to tax
UBT]I) to (b) the total gross income (less certanaiated expenses) of the REIT. In the eventhigtatio is less than 5% for any year, then
the qualified trust will not be treated as haviegaived UBTI as a result of the REIT dividend. fharse purposes, a qualified trust is any trust
described in Section 401(a) of the Code and exémpt tax under Section 501(a) of the Code. Theirtgtins on ownership of Common
Stock in the Articles of Incorporation generallyliprevent application of the provisions treatingation of REIT distributions as UBTI to
tax-exempt entities purchasing Common Stock, aleevdiver of the restrictions by the board of dioes.

Special Tax Considerationsfor Non-U.S. Stockholders

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

In general, Non-U.S. Stockholders will be subjecatdgular United States federal income tax witlpeesto their investment in the Company,
if the income from such investment is "effectiveljnnected" with the Non-U.S. Stockholder's condiiet trade or business in the United
States. A corporate Non-U.S. Stockholder that k@seincome that is (or is treated as) effectivelyreected with a U.S. trade or business also
may be subject to the branch profits tax underi®e@&84 of the Code, which is imposed in additiomggular United States federal income
tax generally at the rate of 30%, subject to rednainder a tax treaty, if applicable. Certain ifiegtion requirements must be met in ordel
effectively connected income to be exempt from hatding. The following discussion will apply to N@hS. Stockholders whose income
from their investments in the Company is not seaffely connected (except to the extent that tiRPFA rules discussed below treat such
income as effectively connected income).

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

it is made out of current or accumulated earnimgs@ofits of the Company. Generally, any ordinagome dividend will be subject to a
Federal income tax equal to 30% of the gross amafuthie dividend, withheld by the Company, unldss tax is reduced by an applicable tax
treaty. Such a distribution in excess of the Comfsagarnings and profits will be
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treated first as a return of capital that will redwa Non-U.S. Stockholder's basis in its CommowkSfbout not below zero) and then as gain
from the disposition of such shares, the tax treatrof which is described under the rules discussdalv with respect to dispositions of
Common Stock.

Distributions by the Company that are attributablgain from the sale or exchange of a United Stedal property interest will be taxed to a
Non-U.S. Stockholder under the Foreign InvestmentaalfProperty Tax Act of 1980 ("FIRPTA"). Under FIR®, such distributions are
taxed to a Non-U.S. Stockholder as if the distiing were gains "effectively connected” with a @diStates trade or business. Accordingly,
a Non-U.S. Stockholder will be taxed at the noroaglital gain rates applicable to a U.S. Stockho(gebject to any applicable alternative
minimum tax and a special alternative minimum tathie case of nonresident alien individuals). Sdistributions also may be subject to a
30% branch profits tax when made to a foreign caan that is not entitled to an exemption or @tibranch profits tax rate under an
income tax treaty.

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

Unless the Common Stock constitutes a "United Stegal property interest" within the meaning of PIR\, a sale of Common Stock by a
Non-U.S. Stockholder generally will not be subjecFederal income taxation. The Common Stock will cmistitute a United States real
property interest if the Company is a "domesticatiytrolled REIT." A domestically-controlled REI$ & REIT in which at all times during a
specified testing period less than 50% in valuitso$hares is held directly or indirectly by NonSJStockholders. It currently is anticipated
that the Company will be a domestically-controlREIT and, therefore, that the sale of Common Staitlknot be subject to taxation under
FIRPTA. However, because the Common Stock will bieliply traded, no assurance can be given thaCtirapany will be a domestically-
controlled REIT. If the Company were not a domedlyccontrolled REIT, a Non-U.S. Stockholder's safl€€ommon Stock would be subject
to tax under FIRPTA as a sale of a United Statalspperty interest unless the Common Stock wezgularly traded" on an established
securities market (such as the NYSE) on which then@on Stock will be listed and the selling stocklemlowned no more than 5% of the
Common Stock throughout the applicable testingagkerif the gain on the sale of Common Stock welgesi to taxation under FIRPTA, the
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Non-U.S. Stockholder would be subject to the samdrnreat as a U.S. Stockholder with respect to the (mibject to applicable alternative
minimum tax and a special alternative minimum takhie case of nonresident alien individuals). Nttatanding the foregoing, capital gains
not subject to FIRPTA will be taxable to a Non-USockholder if the Non-U.S. Stockholder is a neident alien individual who is present
in the United States for 183 days or more durirggtétxable year and certain other conditions applyhich case the nonresident alien
individual will be subject to a 30% tax on his @riJ.S. source capital gains.

A purchaser of Common Stock from a Non-U.S. Sto@dérowill not be required to withhold under FIRPDBA the purchase price if the
purchased Common Stock is "regularly traded" orsiablished securities market or if the Comparaydemestically-controlled REIT.
Otherwise, the purchaser of Common Stock from a-Ndh Stockholder may be required to withhold 10Rhe purchase price and remit
this amount to the IRS. The Company's Common Staclently is a regularly traded security on the NEY$he Company believes that it
qualifies under both the regularly traded and thmestically-controlled REIT exceptions to withhelgibut cannot provide any assurance to
that effect.

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

Information Reporting Requirements and Backup Withholding Tax

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

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

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

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

Additional issues may arise pertaining to inforratreporting and backup withholding for Non-U.Soc&holders. For example, on October
7, 1997, the Treasury Department issued new régofafthe "New Regulations") that make certain rficdiions to the withholding,
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backup withholding, and information reporting rul@n March 27, 1998, the Treasury Department aedRi$ released Notice 98-16, which
announced that the effective date of the New Réigulswill be extended to apply generally to paytsenade to foreign persons after
December 31, 1999. Non-U.S. Stockholders shouldwbtheir tax advisors with regard to U.S. infotioa reporting and backup
withholding.

Tax Aspects of the Operating Partner ship

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

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

In general, the partners who have contributed peship interests in the Properties to the Operdiagnership (the "Contributing Partners™)
will be allocated lower amounts of depreciation wgns for tax purposes than such deductions woelifl determined on a pro rata basis
addition, in the event of the disposition of anythed contributed assets (including the Propertiee) have a Book-Tax Difference, all taxable
income attributable to such Book-Tax Differenceeyaily will be allocated to the Contributing Parmsieand the Company generally will be
allocated only its share of capital gains attriblgao appreciation, if any, occurring after thesthg of the acquisition of such properties. This
will tend to eliminate the Book-Tax Difference ouge life of the Operating Partnership. Howevee, $pecial allocation rules of Section 704
(c) of the Code do not always entirely eliminate Book-Tax Difference on an annual basis or wipeet to a specific taxable transaction
such as a sale. Thus, the carryover basis of thigilosoted assets in the hands of the OperatingnBastip will cause the Company to be
allocated lower depreciation and other deductiowsmnssibly amounts of
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taxable income in the event of a sale of such dmred assets in excess of the economic or boakmecallocated to it as a result of such ¢
This may cause the Company to recognize taxabtamedn excess of cash proceeds, which might adyexffect the Company's ability to
comply with the REIT distribution requirements. Seénnual Distribution Requirements."

Treasury Regulations under Section 704(c) of thedeQarovide partnerships with a choice of severahous of accounting for Book-Tax
Differences, including the "traditional method" timaay leave some of the Book-Tax Differences unanted for, or the election of certain
methods which would permit any distortions causgd Book-Tax Difference at this time to be entiredgtified on an annual basis or with
respect to a specific taxable transaction suchsadea The Operating Partnership and the Compavsy dketermined to use the "traditional
method" for accounting for Book-Tax Differenceshwiespect to the Properties contributed to then@eship. As a result of such
determination, distributions to stockholders wil tomprised of a greater portion of taxable incoatleer than a return of capital. The
Operating Partnership and the Company have notrdited which of the alternative methods of accaumfor Book-Tax Differences will be
elected with respect to Properties contributedhéoRartnership in the future.

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

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

If the allocation of the Company's distributive shaf the Operating Partnership's loss exceedadhested tax basis of the Company's
partnership interest in the Operating Partnerghiprecognition of such excess loss will be detetnatil such time and to the extent that the
Company has an adjusted tax basis in its partneistarest. To the extent that the Operating Peshig's distributions, or any decrease in the
Company's share of the indebtedness of the Opgrtrnnership (such decreases being considereshaltsiribution to the partners) exceed
the Company's adjusted tax basis, such exces#difins (including such constructive distributipesnstitute taxable income to the
Company. Such taxable income normally will be chemazed as a capital gain if the Company's intdérethe Operating Partnership has been
held for longer than one year, subject to reduagddtes described above (See "--Taxation of U&kBolders-Capital Gain Distributions",
Under current law, capital gains and ordinary ineashcorporations generally are taxed at the saargimal rates.
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Sale of the Properties. The Company's share ofrgalized by the Operating Partnership on the sisgdey property held by the Operating
Partnership as inventory or other property helcharily for sale to customers in the ordinary cowfkthe Operating Partnership's trade or
business will be treated as income from a protdhditensaction that is subject to a 100% penalty$@e "--Requirements for Qualification--
Income Tests." Such prohibited transaction incotee may have an adverse effect upon the Compabiity @0 satisfy the income tests for
qualification as a REIT. Under existing law, whetheoperty is held as inventory or primarily foleséo customers in the ordinary course of
the Operating Partnership's trade or businessjigation of fact that depends on all the factsa@mdimstances with respect to the particular
transaction. The Operating Partnership intendotd the Properties for investment with a view todeterm appreciation, to engage in the
business of acquiring, developing, owning, and atieg the Properties (and other properties) anddke such occasional sales of the
Properties, including peripheral land, as are atest with the Operating Partnership's investmbjeatives.

Other Tax Considerations

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

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

State and L ocal Tax

The Company and its stockholders may be subjestbte and local tax in various states localitiesluding those in which it or they transact
business, own property, or reside. The tax treatmithe Company and the stockholders in suchdigi®ns may differ from the Federal
income tax treatment described above. Consequegmtgpective stockholders should consult their taxnadvisors regarding the effect of
state and local tax laws on an investment in thea@on Stock of the Company.
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Proposed L egislation

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

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

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

PLAN OF DISTRIBUTION

This Prospectus relates to the offer and sale fioma to time of up to an aggregate of 2,340,000eshaf Common Stock by the Company.
Such shares include the 1,800,000 Initial Shareshaised by UB-B, as successor to UBS, pursuant to the Purchgseefnent by and amo
the Company, UBS Limited and UBS dated August 2871(the "Purchase Agreement"). The remaining 3®fbrward Shares may be
issued pursuant to a letter agreement betweendhgp@ny and UBS dated August 25, 1997, as amendeaddiier agreement between the
Company and UB-LB dated August 28, 1998 (the "Fodwzontract").

Under the Purchase Agreement, the Initial Shares s@d to UB-LB at $32.125 per share. A placenfieatof 2.5% of the gross proceeds or
$1,445,625 has been paid to UB-LB or its affiligiessuant to the Forward Contract. A descriptiothefterms of the Forward
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Contract is set forth above at "Risk Factors--Pidébilution of Capital Stock or Decrease of Lidity in Connection with Settlement of the
Forward Contract." The Forward Contract providascirtain purchase price adjustments that esskngiahrantee a return to UBB equal tc
LIBOR plus 75 basis points. To the extent the Fedv@ontract is settled in shares of Common Sto&LB will also be entitled to receive
an additional placement fee equal to approximz&280,000.

The sale or distribution of all or any portion bétShares may be effected from time to time by UBek any of its broker-dealer affiliates,
who may sell Shares through brokers or dealems ardistribution by one or more additional undeters on a firm commitment or best
efforts basis, on the NYSE, in the over-the-countarket, on any other national securities exchamgehich shares of the Common Stock
are listed or traded, in privately negotiated teantions or otherwise, at market prices prevailinthea time of sale, at prices related to such
prevailing market prices or at negotiated pricdse Thares are currently traded on the followindharges: the NYSE, the Boston Stock
Exchange, the Chicago Stock Exchange, the PadifickEExchange and the Philadelphia Stock ExchaBgeept as described above, the
Company will not receive any proceeds from salehefShares.

In effecting sales, brokers or dealers engaged®y.B may arrange for other brokers or dealers tigipate. Any public offering price and
any discount or concessions allowed or realloweplid to dealers may be changed from time to tldiLB may from time to time deliver
all or a portion of the Shares to cover a shoe salsales or upon the exercise, settlement oingax a call equivalent position or a put
equivalent position.

In connection with a sale of any Shares, the falhgwnformation will, to the extent then requirdst provided in the Prospectus Supplement
relating to such sale or in a post-effective amesninto the Registration Statement of which thissPeztus is a part: the number of shares of
Common Stock to be sold; the purchase price; thdigaffering price; the method of distribution;gtmame of any underwriter, agent or
broker-dealer; and any applicable commissionsodists or other items constituting compensatioruthainderwriters, agents or broker-
dealers with respect to the particular sale.

UB-LB and any broker-dealers participating in th&tribution of the Shares are "underwriters" witttie meaning of the Securities Act and
any profit on the sale of the Shares by any of thegether with the return to UBB and the placement fees described above, witegarder
as underwriting commissions under the Securitiets BB-LB is entitled, under agreements with the @amy, to indemnification against and
contribution toward certain civil liabilities, inetling liabilities under the Securities Act.

The Company will pay all reasonable expenses imection with the registration of the Shares. Thaliapble underwriter will be responsit
for any brokerage or underwriting commissions ana$ of any kind (including, without limitationatrsfer taxes) due to a third party with
respect to any disposition, sale or transfer ofShares, and legal, accounting and other expenseséd by it.
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In connection with the sale or distribution of thleares, the rules of the Commission permit any mwriter to engage in certain transactions
that stabilize the price of the Common Stock. Smahsactions may consist of bids or purchase®purpose of pegging, fixing or
maintaining the price of the Common Stock.

If any underwriter creates a short position in@mwnmon Stock in connection with the sale or distiitn of the Shares-e., if the underwrite
sells more shares of Common Stock than are sét éorthe cover page hereof, such underwriter mayae that short position by purchasing
shares of Common Stock in the open market.

Any managing underwriter(s) may also impose a figrtédl on certain underwriters and selling groupmbers. This means that, if any
managing underwriter purchases shares of Commark 8tadhe open market to reduce any underwritérstgosition, or to stabilize the
price of the Common Stock, such managing undermitgy reclaim the amount of the selling concesfiom any such underwriters and
selling group members who sold those Shares.

In general, purchases of a security for the purpbstabilization or to reduce a short positionldatause the price of the security to be higher
than it might be in the absence of such purchasesimposition of a penalty bid might also havesffect on the price of a security to the
extent that it were to discourage resales of toards.

Neither the Company nor any underwriter makes apyesentation or prediction as to the directiomagnitude of any effect that any of 1
transactions described above may have on the gfittee Common Stock. In addition, neither the Conypaor any underwriter makes any
representation that any underwriter will engagarig such transaction or that any such transaatioce commenced, will not be discontinued
without notice.

In order to comply with the securities laws of eertstates, if applicable, the Shares offered hewélb be sold in such jurisdictions only
through registered or licensed brokers or dealers.

EXPERTS

The consolidated financial statements and scheaafutighwoods Properties, Inc., incorporated hetsinmeference from the Company's
annual report (Form 10-K) for the year ended Deaam3ii, 1997 (as amended on FormKl®-filed on April 29, 1998 and May 19, 1998),
statement of revenues and certain expenses ofadareperties for the year ended December 31, I8®fporated herein by reference from
the Company's current report on Form 8-K dated kraalyr4, 1998, the statements of revenues and eerxpienses of Shelton Properties,
Riparius Properties and Winners Circle for the yaraded December 31, 1996 incorporated herein leyaete from the Company's current
report on Form 8-K dated November 17, 1997, andittamcial statements with respect to Anderson Extigs, Inc. and the financial
statements with respect to Century Center Grouprpurated herein by reference from the Companyi®ntireport on Form 8-K dated
January 9, 1997 (as amended on Forms 8-K/A fileBebruary 7, 1997, March 10, 1997 and April 28,8)98ave been audited by Ernst
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& Young LLP, independent auditors, as set fortthigir reports thereon included therein and incaapeat herein by reference. Such financial
statements are incorporated herein by referencaiance upon such reports given upon the authofiguch firm as experts in accounting
auditing.

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

The consolidated financial statements of J.C. NE@@mpany and subsidiaries as of December 31, 488#&ach of the years in the three-
year period then ended, incorporated by refererceim from the Company's current report on Fo-K dated July 3, 1998 (as amended on
Form 8-K/A filed September 28, 1998 and Form 8-Kiléd September 30, 1998) have been so incorpoiatesliance upon the report of
KPMG Peat Marwick LLP, independent accountantsegion the authority of such firm as experts in aotiog and auditing.

LEGAL MATTERS

Certain legal matters have been passed upon f&dhgany by Alston & Bird LLP, Raleigh, North Cara. In addition, Alston & Bird LLP
has rendered its opinion with respect to certanteFa income tax matters relating to the Company.
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PART 11
SUPPLEMENTAL INFORMATION
ITEM 14. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

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

Securities and Exchange Conm ssion Registration Fee .. $23, 314
Fees and Expenses of Counsel ......................... 50, 000
Mscellaneous ........... ... . 1, 686

TOTAL . $75, 000

ITEM 15 INDEMNIFICATION OF DIRECTORSAND OFFICERS

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

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

Insofar as indemnification for liabilities arisingpder the Securities Act may be permitted to dinesstofficers or persons controlling the
Company pursuant to the foregoing provisions, thenfany has been informed that in the opinion ofSbeurities and Exchange
Commission such indemnification is against pubbtiqy as expressed in the Securities Act and iszfoee unenforceable.
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ITEM 16. EXHIBITS
Exhibit No. Description

1.1(1)
1.2(1)

1.3*

8*
23.1*

(2)

(3)

(3)

(4)

(4

(5)

(6)

(1)
(7

Pur chase Agreenment between the Conpany, UBS Limted and Union

Bank of Switzerland, London Branch, dated as of August 28, 1997
Forward Stock Purchase Agreenent between the Conpany and Union

Bank of Switzerland, London Branch, dated as of August 28, 1997
Form of Letter Agreenment between the Conpany and UBS AG London
Branch, dated as of August 28, 1998

Wai ver in respect of August 28, 1998 Letter Agreenment between the
Conpany and UBS AG, London Branch

Mast er Agreenent of Merger and Acquisition by and anong the Conpany,
the Operating Partnership, Eakin & Smth, Inc. and the partnerships
and limted liability conpanies listed therein dated April 1, 1996
St ock Purchase Agreenment anpong AP CRTI Hol dings, L.P., AEW Partners,
L.P., Thomas J. Crocker, Barbara F. Crocker, Richard S. Ackerman and
Robert E. Onisko and the Conpany and Cedar Acquisition Corporation,
dated April 29, 1996

Agreenment and Pl an of Merger by and anong the Conpany, Crocker
Realty Trust, Inc. and Cedar Acquisition Corporation, dated as of
April 29, 1996

Contribution and Exchange Agreenment by and anong Century Center
group, the Operating Partnership and the Conpany, dated Decenber 31,
1996

Mast er Agreenent of Merger and Acquisition by and anong the Conpany,
the Operating Partnership, Anderson Properties, Inc., Gene Anderson,
and the partnerships and limted liability conpanies listed therein,
dated January 31, 1997

Anended and Master Agreenment of Merger and Acquisition dated January
9, 1995 by and anong Hi ghwoods Realty Limted Partnership, Forsyth
Partners Hol di ngs, Inc., Forsyth Partners Brokerage, Inc., John L.
Turner, WlliamT. Wlson Ill, John E. Reece Il, H Jack Leister and
the partnerships and corporations listed therein

Mast er Agreenent of Merger and Acquisition by and anong the Conpany,
the Operating Partnership, Associated Capital Properties, Inc. and
its sharehol ders dated August 27, 1997

Agreenment and Pl an of Merger by and anong the Conpany, Jackson
Acqui sition Corp. and J.C. N chols Conpany dated Decenber 22, 1997
Amendnment No. 1 to Agreenment and Plan of Merger by and anong the
Conpany, Jackson Acquisition Corp. and J.C. Nichols Conpany dated
April 23, 1998

Amended and Restated Articles of Incorporation of the Conpany

Ri ghts Agreenent, dated as of Cctober 6, 1997, between the Conpany
and First Union National Bank

Form of certificate representing shares of Commobn Stock

Opinion of Alston & Bird LLP re legality

Opi nion of Alston & Bird LLP re tax matters
Consent of Alston & Bird LLP (included as part of Exhibits 5 and 8)
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23.2 Consent of Ernst & Young LLP

23.3 Consent of PricewaterhouseCoopers LLP
23. 4 Consent of KPMG Peat Marwi ck LLP
24* Power of Attorney (included on the signature page hereof)

*Previously filed.

(1) Filed as part of the Company's Annual ReporForm 10-K for the year ended December 31, 1997@ecatporated herein by reference.
(2) Filed as part of the Company's Current Reporfform 8-K dated April 1, 1996 and incorporatedeheby reference.

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

(4) Filed as part of the Company's Current Repoifform 8-K dated January 9, 1997 and incorporadeeii by reference.

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

(7) Filed as part of Registration Statement No.-38871 with the Securities and Exchange Commisai@hincorporated herein by reference.
(8) Filed as part of the Company's Current Repoifform 8K dated September 25, 1997 and amended by ArBilgplementary filed as p.

of the Company's Current Report on Form 8-K datetber 4, 1997 and Articles Supplementary fileghas of the Company's Current
Report on Form 8-K dated April 20, 1998, each ofahhs incorporated herein by reference.

(9) Filed as part of the Company's Current Repoifform 8-K dated October 4, 1997 and incorporatadih by reference.

(10) Filed as part of Registration Statement Ne78852 with the Securities and Exchange Commisai@hincorporated herein by reference.

ITEM 17. UNDERTAKINGS

(&) The undersigned registrant hereby undertakes:

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

(i) To reflect in the prospectus any facts or @sarising after the effective date of the RegigiraStatement (or the most recent post-
effective amendment thereof) which, individuallyiothe aggregate, represent a fundamental chanipe iinformation set forth in the
Registration Statement; provided, however, thatinosease or decrease in volume of securities edféif the total dollar value of securities
offered
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would not exceed that which was registered) anddawyation from the low or high end of the estintateaximum offering range may be
reflected in the form of prospectus filed with Bemmission pursuant to Rule 424(b) if, in the aggte, the changes in volume and price
represent no more than a 20% change in the maxiaggregate offering price set forth in the "Caldolabf Registration Fee" table in the
effective Registration Statement; and

(iii) To include any material information with resgt to the plan of distribution not previously dised in the Registration Statement or any
material change to such information in the RedistnaStatement; provided, however, that the unétertgs set forth in paragraphs (i) and

(i) shall not apply if the information required be included in a posffective amendment by those paragraphs is comtaimperiodic report
filed by the registrant pursuant to Section 13 ectf®n 15(d) of the Securities Exchange Act of 188 are incorporated by reference in the
Registration Statement.

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

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

(b) The undersigned registrant hereby undertalats fibr purposes of determining any liability undlee Securities Act of 1933, each filing of
the registrant's annual report pursuant to Sedi&fa) or Section 15(d) of the Securities Exchangeof 1934 (and, where applicable, each
filing of an employee benefit plan's annual reontsuant to Section 15(d) of the Securities Exchahet of 1934) that is incorporated by
reference in the Registration Statement shall leengel to be a new registration statement relatinlggsecurities offered therein, and the
offering of such securities at that time shall kemed to be the initial bona fide offering thereof.

(c) Insofar as indemnification for liability arigirunder the Securities Act may be permitted toatines, officers and controlling persons of the
registrant pursuant to the foregoing provisionscdbed under Item 15 of the Registration Statemanbtherwise, the registrant has been
advised that in the opinion of the Commission sademnification is against public policy as expessi the Securities Act and is, therefore,
unenforceable. In the event that a claim for indéication against such liabilities (other than {eyment by the registrant of expenses
incurred or paid by a director, officer or contiodj person of the registrant in the successfulrmdeof any action, suit or proceeding) is
asserted by such director, officer or controllirgggon in connection with the securities being tegésl, the registrant will, unless in the
opinion of its counsel the matter has been seltjecontrolling precedent, submit to a court of aypiate jurisdiction the question whether
such indemnification by it is against public poliay expressed in the Securities Act and will beegued by the final adjudication of such
issue.
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&033, the registrant certifies that it has readde grounds to believe that it meets all of
the requirements for filing on Form S-3 and haydalused this Post-Effective Amendment No. 3 toiRegfion Statement 333-39247 to be
signed on its behalf by the undersigned, theredutyp authorized, in the City of Raleigh, State afrth Carolina, on October 27, 1998.

HIGHWOODS PROPERTIES, INC.

By: /s/ Carman J. Liuzzo

Carman J. Liuzzo
Vi ce President and Chief Financial Oficer

Pursuant to the requirements of the SecuritiesoA&B33, this Post-Effective Amendment No. 3 to Regtion Statement 3339247 has be¢
signed by the following persons in the capacitied an the dates indicated:

Nanme Title Dat e

/sl O Tenple Sloan* Chai rman of the Board of Directors Cct ober 27, 1998

O Tenple Sloan, Jr.

/s/ Ronald P. G bson* Presi dent, Chief Executive Cct ober 27, 1998
-------------------- O ficer and Director
Ronal d P. G bson

/s/John L. Turner* Chi ef Investnent O ficer and Cct ober 27, 1998
-------------------- Vi ce Chairman of the Board of

John L. Turner Directors
/sl Gene H. Anderson* Seni or Vice President and Director Cct ober 27, 1998

Gene H. Anderson

/sl John W Eaki n* Seni or Vice President and Director Cct ober 27, 1998

John W Eakin

/sIWIliamT. Wlson III* Director Cct ober 27, 1998

WlliamT. Wlson, 111

/ s/ Thomas W Adl er* Director Cct ober 27, 1998

Thomas W Adl er

/s/IWIlliamE. Graham Jr.* Director Cct ober 27, 1998

WIlliamE. G aham Jr.
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/s/lL. denn Or, Jr.*

Wllard H Smith, Jr.

/ s/ St ephen Ti mko*

St ephen Ti nko

/ s/ James R. Hei stand

James R Hei stand

/sl Kay Nichols Callison

Kay Nichols Callison

/s/ Carman J. Liuzzo

Carman J. Liuzzo

* By /sl Carnman J.

Di rector

Director

Di rector

Seni or Vice President and Director

Director

Vi ce President, Chief Financial
O ficer and Treasurer (Principal
Fi nancial O ficer and Princi pal
Accounting O ficer)

Liuzzo

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

4.3

8*
23.1*

(1)
(1

(2)

(3)

(3)

(4)

(4

(5)

(6)

(1)
(7

Exhibit Index

Pur chase Agreenment between the Conpany, UBS Limted and Union

Bank of Switzerland, London Branch, dated as of August 28, 1997
Forward Stock Purchase Agreenent between the Conpany and Union

Bank of Switzerland, London Branch, dated as of August 28, 1997
Form of Letter Agreenment between the Conpany and UBS AG London
Branch, dated as of August 28, 1998

Wai ver in respect of August 28, 1998 Letter Agreenment between the
Conpany and UBS AG, London Branch

Mast er Agreenent of Merger and Acquisition by and anong the Conpany,
the Operating Partnership, Eakin & Smth, Inc. and the partnerships
and limted liability conpanies listed therein dated April 1, 1996
St ock Purchase Agreenment anpong AP CRTI Hol dings, L.P., AEW Partners,
L.P., Thomas J. Crocker, Barbara F. Crocker, Richard S. Ackerman and
Robert E. Onisko and the Conpany and Cedar Acquisition Corporation,
dated April 29, 1996

Agreenment and Pl an of Merger by and anong the Conpany, Crocker
Realty Trust, Inc. and Cedar Acquisition Corporation, dated as of
April 29, 1996

Contribution and Exchange Agreenment by and anong Century Center
group, the Operating Partnership and the Conpany, dated Decenber 31,
1996

Mast er Agreenent of Merger and Acquisition by and anong the Conpany,
the Operating Partnership, Anderson Properties, Inc., Gene Anderson,
and the partnerships and limted liability conpanies listed therein,
dated January 31, 1997

Anended and Master Agreenment of Merger and Acquisition dated January
9, 1995 by and anong Hi ghwoods Realty Limted Partnership, Forsyth
Partners Hol di ngs, Inc., Forsyth Partners Brokerage, Inc., John L.
Turner, WlliamT. Wlson Ill, John E. Reece Il, H Jack Leister and
the partnerships and corporations listed therein

Mast er Agreenent of Merger and Acquisition by and anong the Conpany,
the Operating Partnership, Associated Capital Properties, Inc. and
its sharehol ders dated August 27, 1997

Agreenment and Pl an of Merger by and anong the Conpany, Jackson
Acqui sition Corp. and J.C. N chols Conpany dated Decenber 22, 1997
Amendnment No. 1 to Agreenment and Plan of Merger by and anong the
Conpany, Jackson Acquisition Corp. and J.C. Nichols Conpany dated
April 23, 1998

Amended and Restated Articles of Incorporation of the Conpany 4.2

Ri ghts Agreenent, dated as of Cctober 6, 1997, between the Conpany
and First Union National Bank

Form of certificate representing shares of Commobn Stock

Opinion of Alston & Bird LLP re legality

Opi nion of Alston & Bird LLP re tax matters
Consent of Alston & Bird LLP (included as part of Exhibits 5 and 8)
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23.2 Consent of Ernst & Young LLP

23.3 Consent of PricewaterhouseCoopers LLP
23. 4 Consent of KPMG Peat Marwi ck LLP
24* Power of Attorney (included on the signature page hereof)

*Previously filed.

(1) Filed as part of the Company's Annual ReporForm 10-K for the year ended December 31, 1997@ecatporated herein by reference.
(2) Filed as part of the Company's Current Reporfform 8-K dated April 1, 1996 and incorporatedeheby reference.

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

(4) Filed as part of the Company's Current Repoifform 8-K dated January 9, 1997 and incorporadeeii by reference.

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

(7) Filed as part of Registration Statement No.-38871 with the Securities and Exchange Commisai@hincorporated herein by reference.
(8) Filed as part of the Company's Current Repoifform 8K dated September 25, 1997 and amended by ArBilgplementary filed as p.
of the Company's Current Report on Form 8-K datetber 4, 1997 and Articles Supplementary fileghas of the Company's Current
Report on Form 8-K dated April 20, 1998, each ofahhs incorporated herein by reference.

(9) Filed as part of the Company's Current Repoifform 8-K dated October 4, 1997 and incorporatadih by reference.

(10) Filed as part of Registration Statement N«-76952 with the Securities and Exchange Commissiohirecorporated herein by referen



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



EXHIBIT 23.2
CONSENT OF INDEPENDENT AUDITORS

We consent to the reference to our firm under #pion "Experts” in the Registration Statement gF&-3, No. 333-39247) and the related
Prospectus of Highwoods Properties, Inc. for thygsteation of 2,340,000 shares of its common st¥¢&.also consent to the incorporation by
reference therein of our reports (a) dated FebrR@ry 998, with respect to the consolidated finalnsatements and schedule of Highwoods
Properties, Inc. included in its Annual Report (Rdt0-K) for the year ended December 31, 1997 (asnded on Form 10-K/A dated April

29, 1998 and May 19, 1998), (b) dated January 247 Bind January 25, 1997, with respect to the ComsbBtatements of Revenues and
Certain Expenses of Century Center and Andersoperties, respectively, included in the Current Repo Form 8-K of Highwoods
Properties, Inc. dated January 9, 1997 (as amemu&adrm 8-K/A on February 7, 1997, March 10, 198d April 28, 1998), (c) dated
January 16, 1998, with respect to the CombinecBiants of Revenues and Certain Expenses of ShHaltperties and Riparius Properties
and the Statement of Revenues and Certain Expeh¥eémners Circle for the year ended December 396lincluded in the Current Report
on Form 8-K of Highwoods Properties, Inc. dated &uaber 17, 1997, and (d) dated January 30, 1998restbect to the Combined Statement
of Revenues and Certain Expenses of Garcia Prepddi the year ended December 31, 1997 includétkilCurrent Report on Form 8-K of
Highwoods Properties, Inc. dated February 4, 1888iled with the Securities and Exchange Comnaigsi

/sl Ernst & Young LLP

Ral ei gh, North Carolina
Cct ober 22, 1998



CONSENT OF INDEPENDENT ACCOUNTANTS

We consent to the incorporation by reference is Bost-Effective Amendment No. 3 to Registraticat@hent on Form S-3 (File No. 333-
39247) of our reports dated September 12, 1998uoaudits of the combined statement of revenudsartain operating expenses of the
Associated Capital Properties Portfolio for theryeaded December 31, 1996, and the combined staterhgevenues and certain operating
expenses of the 1997 Pending Acquisitions for tar ynded December 31, 1996, which reports aredadlin the Form 8-K of Highwoods
Properties, Inc. dated August 27, 1997 (as ameadeskptember 23, 1997) and October 1, 1997. Wecalssent to the reference to our firm

under the caption "Experts."
/sl PricewaterhouseCoopers LLP

Menphi s, Tennessee
Cct ober 26, 1998



Consent of Independent Auditors

We consent to the incorporation by reference inRbgistration Statement Form S-3 (No. 333-3924@d)ratated Prospectus of Highwoods
Properties, Inc. of our report on the consoliddteancial statements of J. C. Nichols Company arub&liaries as of December 31, 1997 and
for each of the years in the three-year period #rated, which was dated March 6, 1998.

/sl KPMG PEAT MARW CK LLP
Cct ober 27, 1998
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