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PROSPECTUS SUPPLEMENT
(TO PROSPECTUS DATED JANUARY 22, 1998)

694,180 SHARES
[HIGHWOODS PROPERTIES, INC. LOGO HERE]

COMMON STOCK

Highwoods Properties, Inc. (the "Company") is d-administered and self-managed equity real estatestment trust ("REIT") that began
operations through a predecessor in 1978. The Cayripane of the largest owners and operatorsfafeofnd industrial properties in the
Southeast. As of December 31, 1997, the CompangdwB1 properties (the "Properties") encompasgipgoximately 30.7 million rentable
square feet located in 19 markets in North Carplil@rida, Tennessee, Georgia, Virginia, South @@pMaryland and Alabama. The
Properties consist of 342 office properties and ih88strial (including 73 service center) propestaad are leased to approximately 3,100
tenants. As of December 31, 1997, the Propertiee 4% leased.

All of the shares of common stock, par value $.8dghare, of the Company (the "Common Stock") effdrereby (the "Offering") are being
sold by the Company. The Common Stock is listetherNew York Stock Exchange (the "NYSE") undersimbol "HIW." On February 1.
1998, the last reported sale price of the CommonkStn the NYSE was $34 3/4. See "Price Range afr@on Stock and Distribution
History."

SEE "RISK FACTORS" BEGINNING ON PAGE 3IN THE ACCOMPANYING PROSPECTUSFOR

CERTAIN FACTORSRELEVANT TO AN INVESTMENT IN THE COMMON STOCK.

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

OFFENSE.

The Underwriter has agreed to purchase the sha@smmon Stock from the Company at a price of $33%0per share, resulting in
aggregate proceeds to the Company of $22,916,8bvebgayment of expenses by the Company estimat®8i0a000, subject to the terms i
conditions of the Underwriting Agreement. The Unidgter intends to deposit the shares of CommoniStath the trustee of The Equity
Focus Trusts -- REIT Portfolio Series, 1998-A (tfieust") in exchange for units in the Trust. If afithe shares of Common Stock so
deposited with the trustee of the Trust are vahtetieir reported last sale price on February 8281the aggregate underwriting commission
would be $1,206,138. See "Underwriting."

The shares of Common Stock are being offered bytiderwriter, subject to prior sale, when, as dmtklivered to and accepted by the
Underwriter, subject to approval of certain legalttars by Andrews & Kurth, L.L.P. counsel for thadérwriter. It is expected that delivery
of the shares of Common Stock will be made in Newky New York on or about February 18, 1998.

SALOMON SMITH BARNEY

February 12, 199



UNLESS THE CONTEXT OTHERWISE REQUIRES, THE TERM$'{COMPANY" SHALL MEAN

HIGHWOODS PROPERTIES, INC., PREDECESSORS OF HIGHVIS@ROPERTIES, INC., AND THOSE ENTITIES OWNED OR
CONTROLLED BY HIGHWOODS PROPERTIES, INC., INCLUDINBIGHWOODS/FORSYTH LIMITED PARTNERSHIP (THE
"OPERATING PARTNERSHIP") AND (Il) "PROPERTIES" SHALMEAN THE 342 OFFICE AND 139 INDUSTRIAL (INCLUDING/3
SERVICE CENTER) PROPERTIES OWNED BY THE COMPANY &% DECEMBER 31, 1997. ALL INFORMATION REGARDING
THE PROPERTIES EXCLUDES THE 21 PROPERTIES ACQUIRABTER DECEMBER 31, 1997.

CERTAIN MATTERS DISCUSSED IN THIS PROSPECTUS SUPRIENT, THE ATTACHED PROSPECTUS, AND THE
INFORMATION INCORPORATED BY REFERENCE HEREIN AND TEREIN INCLUDING, WITHOUT LIMITATION, STRATEGIC
INITIATIVES, MAY CONSTITUTE

FORWARD-LOOKING STATEMENTS FOR PURPOSES OF THE SHAUIES ACT OF 1933, AS AMENDED (THE "SECURITIES
ACT"), AND THE SECURITIES EXCHANGE ACT OF 1934, ASMENDED (THE "EXCHANGE ACT"), AND AS SUCH MAY
INVOLVE KNOWN AND UNKNOWN RISKS, UNCERTAINTIES ANDOTHER FACTORS THAT MAY CAUSE THE ACTUAL
RESULTS, PERFORMANCE OR ACHIEVEMENTS OF THE COMPANMD THE OPERATING PARTNERSHIP TO BE
MATERIALLY DIFFERENT FROM FUTURE RESULTS, PERFORMABE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY
SUCH FORWARD-LOOKING STATEMENTS. IMPORTANT FACTORBHAT COULD CAUSE THE ACTUAL RESULTS,
PERFORMANCE OR ACHIEVEMENTS OF THE COMPANY AND THEPERATING PARTNERSHIP TO DIFFER MATERIALLY
FROM THE COMPANY'S AND THE OPERATING PARTNERSHIPEXPECTATIONS ARE DISCLOSED OR INCORPORATED BY
REFERENCE IN THIS PROSPECTUS SUPPLEMENT AND THE AAOHED PROSPECTUS ("CAUTIONARY STATEMENTS"),
INCLUDING, WITHOUT LIMITATION, THOSE STATEMENTS MADE IN CONJUNCTION WITH THE FORWARD-LOOKING
STATEMENTS INCLUDED HEREIN. ALL FORWARD-LOOKING STAEMENTS ATTRIBUTABLE TO THE COMPANY AND THE
OPERATING PARTNERSHIP ARE EXPRESSLY QUALIFIED IN TR ENTIRETY BY THE CAUTIONARY STATEMENTS.

THE COMPANY
GENERAL

The Company is a self-administered and self-managedy REIT that began operations through a prestear in 1978. Following its initial
public offering (the "IPO") in 1994, the Companyadsished itself as one of the largest owners gatators of suburban office and industrial
properties in the Southeast. As of December 317 1%9@ Company owned 481 properties located in 4&ets in North Carolina, Florida,
Tennessee, Georgia, Virginia, South Carolina, Margland Alabama.

The Properties consist of 342 office properties #3@ industrial (including 73 service center) pntigs, contain an aggregate of
approximately 30.7 million rentable square feet arelleased to approximately 3,100 tenants. At Bee 31, 1997, the Properties were ¢
leased. An additional 32 properties (the "Develophnirojects™), which will encompass approximately @illion rentable square feet, were
under development in North Carolina, Florida, \iigi Tennessee, Georgia, Maryland and South Caralof December 31, 1997. The
Company also owned 729 acres (and had agreed¢base an additional 472 acres) of land for futeeetbpment (collectively, the
"Development Land") as of December 31, 1997. Theelyment Land is zoned and available for officd/anindustrial development;
substantially all of the Development Land has wytilnfrastructure already in place.

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

DIVERSIFICATION. Since its IPO in 1994, the Compams significantly reduced its dependence on anycpéar market, property type or
tenant. At the time of the IPO, the Company's ptidfconsisted almost exclusively of office propestin the Raleigh-Durham, North
Carolina area (the "Research Triangle"). As of Daloer 31, 1997, the Company's in-service portfotid bxpanded from 41 North Carolina
properties (40 of which were in the area) to 4&ipprties in 19 markets concentrated in the SouthBased on December 1997 results,
approximately 32% of the rental revenue from thapPrties is derived from properties in North Caral{18% in the Research Triangle).

In October 1997, the Company significantly expanite&lorida operations through its business coratiam with Associated Capital
Properties, Inc. ("ACP"). In February 1997, the @amy made a significant investment in the subuvitanta market with the acquisition of
the Century Center Office Park and a business amatibn with Anderson Properties, Inc. The Comparst €ntered the Atlanta market, as
well as four markets in Florida and six other méskéhrough its September 1996 merger with Cro8lealty
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Trust, Inc ("Crocker"). Prior to its merger withdker, the Company expanded into Winston-Salemi@itszro, North Carolina (the
"Piedmont Triad") and Charlotte, North Carolinadtingh a merger with Forsyth Properties, Inc. ("Ftir§yand also completed significant
business combinations in Richmond, Virginia andiNédke, Tennessee. The Company has focused on tsafa, like the Research Triang
have strong demographic and economic charactexistic

The Company's strategy has been to assemble alpodf properties that enables the Company tordfteldings with a variety of cost, ten:
finish and amenity choices that satisfy the facitieeds of a wide range of tenants seeking comaiesgace. This strategy led, in part, to the
Company's combination with Forsyth in February 19@Bich added industrial and service center prape(as well as additional office
properties) to its suburban office portfolio. Todhgsed on December 1997 results, approximately &litte Company's rental revenue is
derived from office properties and 9% is derivezhfrindustrial properties.

The Company has also reduced its dependence gpeatigular tenant or tenants in any particular stdu Its tenants represent a diverse
cross-section of the economy. As of December 327 1the 20 largest tenants of the Properties repted approximately 21.3% of the
combined rental revenue from the Properties, aadattgest single tenant accounted for approxima&ai¥o of such revenue. See "The
Properties.”

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

The Company believes that it has several advantagasmany of its competitors in pursuing developtrand acquisition opportunities. The
Company has the flexibility to fund acquisitionsladevelopment projects from numerous sources, dimofuthe private and public debt
markets, proceeds from its private and public gopfiterings, its $430 million aggregate amount n§ecured revolving loans, other bank and
institutional borrowings and the issuance of comrparinership interests ("Common Units") in the @gieg Partnership. Frequently, the
Company acquires properties through the exchan@ofmon Units for the property owner's equity ie #tquired properties. Each Comr
Unit received by these property owners is redeeentblcash from the Operating Partnership or, @Gbmpany's option, shares of Common
Stock. In connection with these transactions, tom@any may also assume outstanding indebtednessiatssl with the acquired properties.
The Company believes that this acquisition methagt enable it to acquire properties at attractivegsrfrom property owners wishing to
enter into taxdeferred transactions. To date, Common Units hawstituted all or part of the consideration for 286perties comprising 16
million rentable square feet. As of December 3B71%nly 1,200 Common Units had been redeemedafeh,cotaling $35,000.

Another advantage is the Company's commerciallyyd@nd unencumbered Development Land in existisgbes parks. As of December
31, 1997, the Company owned 729 acres (and haedtwepurchase an additional 472 acres) of Devedopinand, substantially all of which
has utility infrastructure already in place.

The Company's development and acquisition acts/aiso benefit from its local market presence amwhtedge. The Company's property-
level officers have on average over 18 years dfastate experience in their respective marketsaBge of this experience, the Company

a better position to evaluate acquisition and dgy@lent opportunities. In addition, the Companylatienships with its tenants and those
tenants at properties for which it conducts thiedtp fee based services may lead to developmefeqgisovhen these tenants or their affiliates
seek new space. Also, its relationships with ofiteperty owners for whom it provides third-partymagement services generate acquisition
opportunities.

S-3



MANAGED GROWTH STRATEGY. The Company's strategy bagn to focus its real estate activities in markdiere it believes its
extensive local knowledge gives it a competitiveaadage over other real estate developers andtopgras the Company has expanded into
new markets, it has continued to maintain thisliaed approach by combining with local real estgterators with many years of
development and management experience in theiecgsp markets. Also, in making its acquisitiofes Company has sought to employ
those property-level managers who are experiendgdtie real estate operations and the local maetating to the acquired properties, so
that approximately three-quarters of the rentablease footage of the Properties was either devdlbgehe Company or is managed on a
day-to-day basis by personnel that previously medalgased and/or developed those Propertiestpribeir acquisition by the Company.

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

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

The Company and the Operating Partnership have nlginaded a strong and consistent ability to acttesgrivate and public equity and debt
markets. Since the IPO, the Company has complétguublic offerings and two private placementstsfCommon Stock, one public offering
of 8 5/8% Series A Cumulative Redeemable PrefeBteates (the "Series A Preferred Shares") and oblkcmifering of 8% Series B
Cumulative Redeemable Preferred Shares (the "SBireferred Shares"), raising total net proceé@®i @ billion, which were contributed
to the Operating Partnership in exchange for auitliti partnership interests as required by the QGipgr®artnership Agreement. On Decen
2, 1996, the Operating Partnership issued $100omitf 6 3/4% notes due December 1, 2003 and $1llidomof 7% notes due December 1,
2006. On February 2, 1998, the Operating Partneishued $125 million of 6.835% MandatOry Par Peiarketed SecuritiesSM
("MOPPRSSM") due February 1, 2013 and $100 milbéi@ 1/8% notes due February 1, 2008.

On June 24, 1997, a trust formed by the OperatargnBrship sold $100 million of X-POSSM, which repent fractional undivided beneficial
interests in the trust. The assets of the trussisbof, among other things, $100 million of Exseatile Put Option Notes due June 15, 2011
issued by the Operating Partnership (the "Put @ptiotes"). The X-POSSM bear an interest rate dd%.&nd mature on June 15, 2004,
representing an effective borrowing cost of 7.08%,of a related put option and certain interet& paotection agreement costs. Under ce
circumstances, the Put Option Notes could alsorbecsubject to early maturity on June 15, 2004.

In addition, the Company has two unsecured revgllimes of credit aggregating $430 million (the VRking Loans") with a syndicate of
lenders. Interest accrues on borrowings under @ $#Bion Revolving Loan at an average interes¢ r@t LIBOR plus 100 basis points and
under a $150 million Revolving Loan at an averaderest rate of LIBOR plus 90 basis points. As effaary 10, 1998, interest on the
outstanding balance on the Revolving Loans waslkgayaonthly at a weighted average interest rat 5$%.
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RECENT DEVELOPMENTS
RECENT ACQUISITIONS

BUSINESS COMBINATION WITH ASSOCIATED CAPITAL PROPERES, INC. In October of 1997, the Company completebusiness
combination with ACP (the "ACP Transaction") andjaiced a portfolio of 84 office properties locaied-lorida (the "ACP Properties"). The
ACP Transaction involved 84 office properties enpassing 6.4 million rentable square feet and apprately 50 acres of land for
development with a build-out capacity of 1.9 millisquare feet. At December 31, 1997, the ACP Ptieganere approximately 92% leased
to approximately 1,100 tenants including IBM, thate of Florida, Prudential, Price Waterhouse, AT&ITE, Prosource, Lockheed Matrtin,
NationsBank and Accustaff. Seve-nine of the ACP Properties are located in subugadmmarkets, with the remaining properties located
the central business districts of Orlando, Jackidlerand West Palm Beach.

The cost of the ACP Transaction was valued at $6illibn and consisted of the issuance of 2,955 28&mon Units (valued at $32.50 per
Common Unit), the assumption of approximately $#8tlion of mortgage debt ($391 million of which wpaid off by the Company on the
date of closing), the issuance of 117,617 shar€@paimon Stock (valued at $32.50 per share), aalapipense reserve of $11 million and a
cash payment of approximately $24 million. All CommUnits and Common Stock issued in the transaeiersubject to restrictions on
transfer or redemption that will expire over a thgear period. All lockup restrictions on the tf@mf such Common Units or Common
Stock issued to ACP and its affiliates expire ia #vent of a change of control of the Company miaterial adverse change in the financial
condition of the Company. Such restrictions alspirexif James R. Heistand, the former preside®©P, is not appointed or elected as a
director of the Company by October 7, 1998. Alsaonnection with the ACP Transaction, the Compasyeéd to certain affiliates of ACP
warrants to purchase 1,479,290 shares of the ConStamk at $32.50 per share, exercisable after @ctbp2002.

Upon completion of the ACP Transaction, Mr. Heistéw@came a regional vice president of the Compesgyansible for its Florida operatic
and became an advisory member of the Company'stmest committee. Mr. Heistand is expected to joexCompany's Board of Directors
and become a voting member of the investment cat@enihis year. Mr. Heistand has over 19 years ofroercial real estate experience in
Florida. Over 100 employees of ACP have joinedGbenpany, including the two other members of ACBti@& management team, Allen C.
de Olazarra and Dale Johannes.

RIPARIUS TRANSACTION. In closings on December 2997 and January 8, 1998, the Company completediadss combination with
Riparius Development Corporation in Baltimore, Mand involving the acquisition of a portfolio of/& office properties encompassing
369,000 square feet, two office development prejeacompassing 235,000 square feet, 11 acres efogenent land and 101 additional ac
of development land to be acquired over the nextlyears (the "Riparius Transaction"). As of Delsen81, 1997, the in-service properties
acquired in the Riparius Transaction were 99% lgaBke cost of the Riparius Transaction consistel@ash payment of $43.6 million. In
addition, the Company has assumed the two offieeldpment projects with an anticipated cost of $26illion expected to be paid in 1998,
and will pay out $23.9 million over the next thiyemars for the 101 additional acres of developmamd.|

GARCIA TRANSACTION. On February 4, 1998, the Compartquired substantially all of a portfolio consigtof 14 office properties
encompassing 787,000 rentable square feet, siiceas@nter properties encompassing 471,000 sqeateifd 66 acres of development land
in Tampa, Florida (the "Garcia Transaction"). AdDafcember 31, 1997, the properties acquired ifGieia Transaction were 92% leased.
The cost of the Garcia Transaction consists ofsh payment of approximately $87 million and theuagstion of approximately $24 million
in secured debt. The Company expects to closeearth remaining property by April 4, 1998.

OTHER RECENT ACQUISITIONS. In addition to the prafies acquired in the ACP Transaction, the Ripafitensaction and the Garcia
Transaction, the Company acquired 21 office pragegncompassing approximately 1.9 million rentaljeare feet and one office re-
development project comprising 309,000 squareftgein aggregate of $196.0 million during the fougtiarter of 1997 and two office
properties encompassing 227,000 rentable squaréofen aggregate of $25 million since Decemberl®b7.
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PENDING ACQUISITIONS

BUSINESS COMBINATION WITH J.C. NICHOLS COMPANY. Obecember 22, 1997, the Company entered into a maggeement (the
"Merger Agreement”) with J.C. Nichols Company, &latly traded Kansas City real estate operatingamy ("J.C. Nichols"), pursuant to
which the Company would acquire J.C. Nichols with view that the Operating Partnership would comltti property operations with J.C.
Nichols (the "J.C. Nichols Transaction"). J.C. Nitshis subject to the information requirementshef Securities Exchange Act of 1934,
amended, and, in accordance therewith, files reortl other information with the Securities andtzaxge Commission.

J.C. Nichols owns or has an ownership interes¥inffice properties encompassing approximatelyndilbon rentable square feet, 13
industrial properties encompassing approximatelf;,330 square feet, 33 retail properties encompgsgiproximately 2.5 million rentable
square feet and 16 multifamily communities with1G&partment units in Kansas City, Missouri and $&an Additionally, J.C. Nichols has
ownership interest in 21 office properties encorspagsapproximately 1.3 million rentable square feee industrial property encompassing
approximately 200,000 rentable square feet andmrgfamily community with 418 apartment units ie®Moines, lowa. As of December
31, 1997, the properties to be acquired in theNi€hols Transaction were 95% leased.

Consummation of the J.C. Nichols Transaction igestibamong other things, to the approval of 6828 the shareholders of J.C. Nichols.
Under the terms of the Merger Agreement, the Compasuld acquire all of the outstanding common sf&R1 par value, of J.C. Nichols
("J.C. Nichols Common Stock"). Under the Merger égment, J.C. Nichols shareholders may elect taveeither 1.84 shares of Common
Stock or $65 in cash for each share of J.C. NicBolsimon Stock. However, the cash payment to J.€hdi§ shareholders cannot exceed
40% of the total consideration and the Company limaiy the amount of Common Stock issued to 75%hef total consideration. The
exchange ratio is fixed and reflects the averagsimg price of the Common Stock over the 20 tradiags preceding the effective date of the
Merger Agreement. The cost of the J.C. Nichols $aation under the Merger Agreement is approximablg0 million, including assumed
debt of approximately $250 million, net of castapproximately $65 million. If J.C. Nichols enteréd a business combination with a third
party or otherwise terminates the J.C. Nichols $aation, such third party or J.C. Nichols may lmpineed to pay the Company a bregkfee
of up to $14.7 million plus expenses of $2.5 milliJnder certain other circumstances, if the J.ichdls Transaction is terminated, the
terminating party may be required to pay expen$&2 & million to the non-terminating party.

No assurance can be given that all or part of feNichols Transaction will be consummated or,tHatonsummated, it will follow the tern
set forth in the Merger Agreement. As of the dageebf, certain third parties have expressed aneisitéo J.C. Nichols and/or certain of its
shareholders in purchasing all or a portion ofdbistanding J.C. Nichols Common Stock at a pricexitess of $65 per share. No assurance
can be given that a third party will not make afeiofo J.C. Nichols or its shareholders to purctabker a portion of the outstanding J.C.
Nichols Common Stock at a price in excess of $65%pare or that the board of directors of J.C. Nighvould reject any such offe

The properties to be acquired in the J.C. Nicho&n3action include the Country Club Plaza in Kar@@Giag which covers 15 square blocks
and includes 1.0 million square feet of retail gydc1 million square feet of office space and dpartment units. As of December 31, 1997,
the Country Club Plaza was approximately 96% leafhd Country Club Plaza is presently undergoi®§2 million expansion and
restoration expected to add 800,000 square faetaf, office, hotel and residential space. Aduitlly, the Company intends to implemen
additional $240 million of development in the Cayntlub Plaza previously planned by J.C. Nichols.

Assuming completion of the J.C. Nichols Transactitbe Company and the Operating Partnership wawddesed to the interests of J.C.
Nichols in a strategic alliance with Kessinger/Harmt Company, Inc. ("Kessinger/Hunter") pursuaniuich Kessinger/Hunter manages :
leases the office, industrial and retail propertiessently owned by J.C. Nichols in the greaterd&arCity metropolitan area. J.C. Nichols
currently has a 30% ownership interest in the etjiatalliance with Kessinger/Hunter and has twatéatthl options to acquire up to a 65%
ownership in the strategic alliance. Assuming catiph of the J.C. Nichols Transaction, the Compamy the Operating Partnership would
also succeed to the interests of J.C.
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Nichols in a strategic alliance with R&R Investdrgd. pursuant to which R&R Investors, Ltd. managed leases the properties in which .
Nichols has an ownership interest in Des Moiné3. Nichols has an ownership interest of 50% or nimesach of the properties in D
Moines with R&R Investors, Ltd. or its principal.

Assuming completion of the J.C. Nichols Transactib@. Nichols would retain its name and operate dizision, Barrett Brady, president
and chief executive officer of J.C. Nichols, woblklcome a senior vice president of the Company ressiple for its Midwest operations and
approximately 100 employees of J.C. Nichols wowddcekpected to join the Company. In addition, thenBany would expand its board of
directors to include one independent director seteby J.C. Nichols.

OTHER ACQUISITION ACTIVITY. The Company's investnmtertommittee continually evaluates potential acquisiopportunities in both
its existing markets and in new markets. Accordingt any particular time, the Company is likelybminvolved in negotiations (at various
stages) to acquire one or more properties or gmrsfo

FINANCING ACTIVITIESAND LIQUIDITY
Set forth below is a summary description of theerg¢dinancing activities of the Company and the @peg Partnership:

CONCURRENT COMMON STOCK OFFERING. On February 1298, the Company entered into an agreement taseltiditional
859,424 shares of Common Stock in an underwrittfring for net proceeds of approximately $28.3lianil (the "Concurrent Common Stc
Offering"). The Company expects to use all of teeproceeds from the Concurrent Common Stock Oiffieid pay down indebtedness
outstanding on its Revolving Loans. The Concur@mmnmon Stock Offering is expected to close on Falyrda8, 1998.

FEBRUARY 1998 DEBT OFFERING. On February 2, 199%& Operating Partnership sold $125 million of 6%3@andatOry Par Put
Remarketed SecuritiesSM ("MOPPRSSM") due Februa®p13 and $100 million of 7 1/8% notes due Felyrdai2008 (the "February 1998
Debt Offering").

JANUARY 1998 OFFERING. On January 27, 1998, the @any sold 2,000,000 shares of Common Stock in demwritten public offering
(the "January 1998 Offering") for net proceedspgraximately $68.2 million.

OCTOBER 1997 OFFERING. On October 1, 1997, the Comggsold 7,500,000 shares of Common Stock in aemwritten public offering
for net proceeds of approximately $249 million. Tmelerwriters exercised a portion of their oveotlient option for 1,000,000 shares of
Common Stock on October 6, 1997, raising additioealproceeds of $33.2 million (together with thkeson October 1, 1997, the "October
1997 Offering.")
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DEVELOPMENT ACTIVITY

The Company has 32 properties under developmeanih@markets totaling approximately 3.3 million tadsle square feet. The following ta
summarizes these Development Projects as of Deae3ib&997:

RENTABLE ESTIMATED COST AT PRE-LEASIN G ESTIMATED
SQUARE FEET COSTS 12/31/97 PERCENTAGE * COMPLETION

(DOLLARS IN THOUSANDS)

NAME LOCATION

OFFICE PROPERTIES:

Ridgefield 111 Asheville 57,000 $ 5485 $ 1,638 0% 2Q98
2400 Century Center Atlanta 135,000 16,195 6,527 0 2Q98
10 Glenlakes Atlanta 254,000 35,135 3,360 0 4Q98
Automatic Data Processing Baltimore 110,000 12,400 3,367 100 3Q98
Riparius Center at Owings Mills  Baltimore 125,000 13,800 2,393 0 2Q99
BB&T** Greenville 70,908 5,851 81 100 2Q98
Patewood VI Greenville 107,000 11,360 5,202 19 2Q98
Colonnade Memphis 89,000 9,400 5,592 73 2Q98
Southwind C Memphis 73,703 7,657 1,245 34 4Q98
Harpeth V Nashville 65,300 6,900 3,108 47 1Q98
Lakeview Ridge Il Nashville 61,300 6,000 2,879 70 1Q98
Southpointe Nashville 103,700 10,878 4,254 26 2Q98
Concourse Center One Piedmont Triad 85,500 8,415 -- 0 1Q99
RMIC Piedmont Triad 90,000 7,650 3,971 100 2Q98
Clintrials Research Triang le 178,000 21,490 12,034 100 2Q98
Situs 11 Research Triang le 59,300 5,857 1,218 0 2Q98
Highwoods Centre Research Triang le 76,000 8,327 960 36 3Q98
Overlook Research Triang le 97,000 10,307 1,083 0 4Q98
Red Oak Research Triang le 65,000 6,394 568 0 3Q98
Rexwoods V Research Triang le 60,507 7,444 5,894 70 1Q98
Markel-American Richmond 106,200 10,650 5,226 52 2Q98
Highwoods V Richmond 67,200 6,620 1,096 100 2Q98
Interstate Corporate Center** Tampa 309,000 8,600 40 23 4Q98
Intermedia (Sabal) Phase | Tampa 120,500 12,500 1,331 100 4Q98
Intermedia (Sabal) Phase Il Tampa 120,500 13,000 662 100 1Q00

OFFICE TOTAL OR WEIGHTED AVERAGE 2,686,618 $ 268,315 $ 73,729 43%
INDUSTRIAL PROPERTIES:
Chastain Il & 11 Atlanta 122,000 $ 4,686 $ 1,359 0% 3Q98
Newpoint Atlanta 118,800 4,660 3,224 20 1Q98
Tradeport 1 Atlanta 87,000 3,070 1,608 0 1Q98
Tradeport 2 Atlanta 87,000 3,070 1,608 0 1Q98
Air Park South Warehouse | Piedmont Triad 100,000 2,929 545 20 1Q98
Airport Center Il Richmond 70,200 3,197 2,732 54 1Q98

INDUSTRIAL TOTAL OR WEIGHTED

AVERAGE 585,000 $ 21,612 $11,076 26%
TOTAL OR WEIGHTED AVERAGE OF ALL
DEVELOPMENT PROJECTS 3,271,618 $289,927 $ 84,805 40%

SUMMARY BY ESTIMATED COMPLETION

DATE:

First Quarter 1998 650,107 $ 37,270 $21,598 41%

Second Quarter 1998 1,063,308 111,436 46,839 54

Third Quarter 1998 373,000 31,807 6,254 37

Fourth Quarter 1998 854,203 74,199 7,059 25

First Quarter 1999 85,500 8,415 -- 0

Second Quarter 1999 125,000 13,800 2,393 0

First Quarter 2000 120,500 13,000 662 100

* Includes letters of intent ** Redevelopment prie

3,271,618 $ 289,927
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THE PROPERTIES

GENERAL

As of December 31, 1997, the Company owned 342e@firoperties and 139 industrial properties located® markets concentrated in the
Southeast. The office properties are generally misiel-and single-story suburban office buildingse Tidustrial properties include 66
warehouse and bulk distribution facilities and @B/&e center properties. The service center ptigsehave varying amounts of office finish
(usually at least 33%) and their rents vary acemylgi The service center properties are suitabieffice, retail, light industrial and
warehouse uses. In the aggregate, management pesel@l of the 481 Properties. The Company provitiEsagement and leasing services
for 465 of the 481 Properties.

The following table sets forth certain informatiaimout the Properties at December 31, 1997 in eGitte Company's 19 markets:

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

NC..oovevveiee 69 4 73 4,686,120 15.2% $65,314,0 92 17.9%
Atlanta, GA......... 39 31 70 4,824,831 15.5 44,200,0 33 12.2
Tampa, FL........... 42 - 42 2,904,587 9.5 41,772,9 77 11.4
Piedmont Triad,

NC..oovveeine 34 79 113 4,738,992 15.3 36,779,9 25 10.0
South Florida....... 27 - 27 2,384,044 7.8 36,511,0 89 10.0
Nashville, TN....... 15 3 18 1,821,485 5.9 27,183,7 35 7.4
Orlando, FL......... 30 - 30 1,990,148 6.5 23,756,5 39 6.5
Jacksonville, FL.... 16 - 16 1,465,139 4.8 17,367,4 32 4.7
Charlotte, NC....... 15 16 31 1,428,590 4.7 15,158,7 58 4.1
Richmond, VA........ 20 2 22 1,278,726 4.2 14,348,8 78 3.9
Greenville, SC...... 8 2 10 1,001,641 3.3 11,051,1 50 3.0
Memphis, TN......... 9 - 9 606,549 2.0 10,033,0 45 2.7
Baltimore, MD....... 5 - 5 364,434 1.2 7,837,1 21 2.1
Columbia, SC........ 7 - 7 423,738 1.4 5,553,6 03 15
Tallahassee, FL..... 1 - 1 244,676 0.8 3,372,3 55 0.9
Norfolk, VA......... 2 1 3 265,857 0.9 2,843,3 89 0.8
Birmingham, AL...... 1 - 1 115,289 0.4 1,795,2 36 0.5
Asheville, NC....... 1 1 2 124,177 0.4 1,180,0 68 0.3
Ft. Myers, FL....... 1 - 1 51,831 0.2 509,7 20 0.1

Total........ 342 139 481 30,720,854 100.0% $366,569,1 45 100.0%
OFFICE PROPERTIES INDUSTRIAL PROPERTIES (1) TOTAL O R WEIGHTED AVERAGE

Total Annualized Rental Revenue (2)....... $33 1,936,875 $34,632,270 $ 366,569,145

Total rentable square feet................ 2 3,841,565 6,879,289 30,720,854

Percent leased...........cccocvvevnnnn. 94%(3) 93%(4) 94%

Weighted average age (years).............. 12.2(5) 11.4 12.0

(1) Includes 73 service center properties.

(2) Annualized Rental Revenue is December 199afleatenue (base rent plus operating expense lpessgyhs) multiplied by 12.

(3) Includes 47 single-tenant properties comprigrgmillion rentable square feet and 378,000 t@ataquare feet leased but not occupied.
(4) Includes 24 single-tenant properties compridirggmillion rentable square feet and 27,000 rdatafuare feet leased but not occupied.
(5) Excludes the Comeau Building, which is a histdrbuilding constructed in 1926 and renovated986.
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TENANTS

As of December 31, 1997, the Properties were letisagproximately 3,100 tenants, which engageviide variety of businesses. The
following table sets forth information concerniigt20 largest tenants of the Properties as of DieeeBi, 1997:

PERCENT OF
TOTAL
NUMBER ANNUALIZED ANNUALIZED

TENANT OF LEASES RENTAL REVENUE (1) RENTAL REVENUE
1. 13 $ 13,546,185

2. 45 12,059,353

3. 16 6,985,351

4, 45 6,340,084

5. 22 5,215,070

6. 6 2,995,422

7. 21 2,953,191

8. 8 2,887,811

9. 10 2,554,517

10. 10 2,458,637

11. Prudential.........cccccvvvvviieeieneenennnn, 13 2,412,640

12. Jacobs-Sirrene Engineers, Inc.................. 1 2,235,550

13. Price Waterhouse 3 2,047,953

14, US AIrWaysS.....ccooccvnieiiiiiiiiieeeeeeeeenn 4 2,033,940

15. Alex Brown & SOoNS..........cccccevveeeeeennnnnn. 1 1,943,070

16. H.L.P. Health Plan of Florida.................. 2 1,913,005

17. The Martin Agency, INC.........cccceeeeunen. 1 1,863,504

18. Northern Telecom InC..........cccvvvveveennnns 2 1,849,118

19. BB&T oot e, 4 1,845,501

20. ClintrialS....cccoviiiieceeiiiee e e 4 1,812,206

Totaleoooee oo 231

(1) Annualized Rental Revenue is December 199afreavenue (base rent plus operating expense passghs) multiplied by 12.

LEASE EXPIRATIONS OF THE PROPERTIES

The following table sets forth scheduled lease ratioins for leases in place at the Properties &@ecbmber 31, 1997, for each of the next 10
years beginning with the year ended December 38,18suming no tenant exercises renewal optioissterminated due to defau

PERCENTAGE OF

RENTABLE TOTAL LEASED PERCENTAGE OF
SQUARE FEET SQUARE FEET ANNUALIZED TOTAL ANNUALIZED
NUMBER SUBJECT TO REPRESENTED BY RENTAL REVENUE RENTAL REVENUE
OF LEASES EXPIRING EXPIRING UNDER EXPIRING REPRESENTED BY
LEASE EXPIRING EXPIRING LEASES LEASES LEASES (1) EXPIRING LEASES
5,472,375 19.1% $ 66,586,351 18.1%
4,359,990 15.3 53,830,301 14.7
4,755,495 16.7 61,416,484 16.8
3,674,386 12.9 50,688,383 13.8
4,291,018 151 52,199,700 14.2
1,327,060 4.7 18,953,266 5.2
1,085,193 3.8 17,442,729 4.8
851,618 3.0 10,790,905 2.9
1,044,053 3.7 12,819,041 35
535,012 1.9 7,273,331 2.0
1,078,579 3.8 14,568,654 4.0
28,474,779 100.0% $366,569,145 100.0%

(1) Annualized Rental Revenue is December 199ateatenue (base rent plus operating expense lpassyhs) multiplied by 12.
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USE OF PROCEEDS

The net cash proceeds to the Company from theo$tihe shares of Common Stock offered in the Offgare approximately $22.9 million.
The Company intends to use all of the net proceétise Offering to pay down indebtedness curreatlistanding on its Revolving Loans.

PRICE RANGE OF COMMON STOCK AND DISTRIBUTION HISTORY

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

CLOSING PRIC E
PER SHARE DISTRIBUTIONS

————————————————————————————— PER
PERIOD OR QUARTER HIGH LOW SHARE
June 7, 1994 through June 30, 1994................. $211/2 $1 97/8 $.075(1)
Third Quarter 1994.........cccocvvivveeneeennnn. 21 2 0 425
Fourth Quarter 1994...... 215/8 1 8 3/4 425
First Quarter 1995......... 22 2 0 425
Second Quarter 1995 251/2 2 11/4 .450
Third Quarter 1995 26 7/8 2 37/8 .450
Fourth Quarter 199 28 3/8 2 51/2 .450
First Quarter 1996..... 301/2 2 7 3l4 .450
Second Quarter 1996.... 301/4 2 67/8 .480
Third Quarter 1996........ 30 3/8 2 7 .480
Fourth Quarter 1996...... 333/4 2 81/2 .480
First Quarter 1997......... 351/2 3 3 .480
Second Quarter 1997.... 331/2 3 0 .510
Third Quarter 1997........ 35 13/16 3 11/16 .510
Fourth Quarter 1997.........cccooveeiviininenens 37 3/8 3 3 .510(2)
January 1, 1998 through February 12, 1998.......... 37 7/16 3 4 3/4 -

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

(2) On January 26, 1998, the Board of DirectorthefCompany declared a quarterly distribution 6f.%per share payable on February 18,
1998 to stockholders of record on February 5, 1998.

On February 12, 1998, the last reported sale pfitee Common Stock on the NYSE was $34 3/4 peresi@n February 12, 1998, the
Company had 995 stockholders of record.

The Company intends to continue to declare quartiskributions on its Common Stock. However, nsusiances can be given as to the
amounts of future distributions as such distribugiare subject to the Company's cash flow fromatjmars, earnings, financial condition,
capital requirements and such other factors a€tmpany's Board of Directors deems relevant. Thagamy has determined that 100% of
the per share distribution for 1994, 93% of thegieare distribution for 1995, 81% of the per stthséribution for 1996 and 70% of the per
share distribution for 1997 represented ordinacpine to the stockholders for income tax purposesaséurance can be given that such
percentage will not change in future years.

The Company has adopted a program for the reinesgtof distributions under which holders of Comn&inck may elect automatically to
reinvest distributions in additional Common Stothe Company may, from time to time, repurchase Com#Btock in the open market for
purposes of fulfilling its obligations under thistlibution reinvestment program or may elect gsuesadditional Common Stock.
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CAPITALIZATION

The following table sets forth the capitalizatidrttee Company as of September 30, 1997 and on fopra basis assuming (i) the issuance
and sale of the 694,180 shares of Common Stockeaffleereby and the use of the net proceeds therefsodescribed in "Use of

Proceeds," (ii) the October 1997 Offering, (iiigtACP Transaction, (iv) the Selected Fourth Qudr®&7 Transactions (as defined in
"Selected Financial Data"), (v) the Garcia Transact(vi) the January 1998 Offering, (vii) the Fe@ry 1998 Debt Offering and (viii) the
Concurrent Common Stock Offering all occurred aSeptember 30, 1997. The capitalization table ghbalread in conjunction with the
Company's historical financial statements and nibteeto incorporated by reference herein and tbdégrma financial statements and notes
thereto included in the Company's Current Repoff@am 8-K dated January 22, 1998 incorporated fgreace herein.

SEPTEMBER 30, 1997

HISTORICAL PRO FOR MA
(IN THOUSANDS)
Debt:
ReVOIVING LOANS......cccoveciecieceeceeeee e $ 59,000 $ -
Mortgage NOteS......coevvvvvvviviiiiiiiiieeeee e 280,188 401,5 61
6 3/4% Notes due 2003........ccccevveevceeneees e 100,000 100,0 00
7% Notes due 2006.........cccevevevcvenicene e 110,000 110,0 00
7 1/8% Notes due 2008.........cccvvveerccics e - 100,0 00
6.835% Mandatory Par Put Remarketed Securities du e 2013.....ccceee - 125,0 00
Exercisable Put Option Notes due 2011 (1)........ e 100,000 100,0 00
Total debt....coociiiiiiiiiiciee 649,188 936,5 61
Minority interest in the Operating Partnership..... 174,913 280,9 24
Stockholders' equity:
Preferred Stock, $.01 par value; 10,000,000 autho rized
8 5/8% Series A Cumulative Redeemable Preferre d Shares
(liquidation preference $1,000 per share), 125 ,000 shares issued
and outstanding......ccccceveeeeeviviiiceeeees e 125,000 125,0 00
8% Series B Cumulative Redeemable Preferred Sh ares (liquidation
preference $25 per share), 6,900,000 shares is sued and
outstanding.....cooccveeeeiiiiiieceies e 172,500 172,5 00
Common Stock, $.01 par value; 100,000,000 authori zed, 37,948,435
shares and 50,119,656 shares, respectively, is sued and outstanding
(2) e e 379 5 01
Additional paid-in capital.........cccoeeeeeeee. s 839,912 1,245,2 90
Accumulated defiCit......ccooovvvvviiiiiieeeee s (23,279) (23,2 79)
Total stockholders' equity......ccccccceeeeeee e 1,114,512 1,520,0 12
Total capitalization.........cccceevveeeeee. e $1,938,613 $2,737,4 97

(1) On June 24, 1997, a trust formed by the Opmga®iartnership sold $100 million of Exercisable ®ption Securities ("XPOSSM"), whict
represent fractional undivided beneficial interastéhe trust. The assets of the trust consisamipng other things, $100 million of Exercise
Put Option Notes due June 15, 2011 issued by tleeafipg Partnership (the "Put Option Notes"). TRPGSSM bear an interest rate of
7.19% and mature on June 15, 2004, representieffective borrowing cost of 7.09%, net of a relaped option and certain interest rate
protection agreement costs. Under certain circumssts, the Put Option Notes could also become suigjearly maturity on June 15, 2004.

(2) Excludes (a) 7,083,996 (historical) and 10,853,(pro forma) shares of Common Stock that maigsieed upon redemption of Common
Units (which are redeemable by the holder for aaslat the Company's option, shares of Common Stack one-for-one basis) issued in
connection with the formation of the Company anldssguent property acquisitions, including the AG&n$action, (b) 2,500,000 shares of
Common Stock reserved for issuance upon exercisptafns granted pursuant to the Amended and Reki£t94 Stock Option Plan, (c)
1,839,290 shares of Common Stock that may be isspen the exercise of outstanding warrants gratategrtain officers in connection with
certain property acquisitions, (d) 354,000 shafé€Sammon Stock that may be issued upon redempfi@ommon Units that may be issued
in connection with certain property acquisitionsl §a) 40,542 shares of Common Stock that may lbedspursuant to earn-out provisions in
an acquisition agreement.
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SELECTED FINANCIAL DATA

The following table sets forth selected financiadl @perating data for the Company on a historindlapro forma basis. The pro forma
operating data for the year ended December 31, h88®een derived by the application of pro forgjastments to the Company's audited
consolidated financial statements incorporatedihdng reference and assumes that the followingstations all occurred as of January 1,
1996: (i) the merger with Eakin & Smith, Inc. atsl &ffiliates, (ii) the issuance of 11,500,000 266,000 shares of Common Stock (the
"Summer 1996 Offerings"), (iii) the merger with Cker, (iv) the issuance of the 6 3/4% notes due20@ the 7% notes due 2006, (v) the
issuance of 2,587,500, 611,626, 344,732 and 13&h&@&s of Common Stock (the "December 1996 Offstin (vi) the acquisition of
Century Center Office Park and an affiliated propeortfolio (the "Century Center Transaction")ii\¢the merger with Anderson Properties,
Inc. and its affiliates (the "Anderson TransactjeriViii) the issuance of 125,000 Series A Preféi®hares (the "Series A Preferred Offerin
(ix) the X-POSSM Offering, (x) the issuance of N&MWO shares of Common Stock (the "August 1997rdffg), (xi) the ACP Transaction,
(xii) the Series B Preferred Offering, (xiii) thect@ber 1997 Offering, (xiv) the Selected Fourth @ea1997 Transactions, (xv) the Garcia
Transaction, (xvi) the January 1998 Offering andi)sthe February 1998 Debt Offering. The pro forbeance sheet data as of Septembe
1997 has been derived by the application of prm#oadjustments to the Company's unaudited consetidaancial statements incorporated
herein by reference and assumes that the ACP Tatimsathe October 1997 Offering, the Selected foQuarter 1997 Transactions, the
Garcia Transaction, the January 1998 Offering Aed=ebruary 1998 Debt Offering occurred as of Sepéx 30, 1997. The pro forma
operating data for the nine months ended SepteB8her997 has been derived by the application ofgmma adjustments to the Company's
unaudited consolidated financial statements inaated herein by reference and assumes that thein@edénter Transaction, the Anderson
Transaction, the Series A Preferred Offering, thRRAXSSM Offering, the August 1997 Offering, the AQRnsaction, the Series B Preferred
Offering, the October 1997 Offering, the Selectedrth Quarter 1997 Transactions, the Garcia Trdiwadhe January 1998 Offering and
February 1998 Debt Offering occurred as of Janda@996. The pro forma information is based upatage assumptions that are set forth in
the notes hereto included herein and in the prmédiinancial statements incorporated by referemeein. The pro forma financial
information is unaudited and is not necessarilydative of what the financial position and reswtoperations of the Company would have
been as of and for the periods indicated nor dogsrport to represent the future financial positand results of operations for future periods.

"Selected Fourth Quarter 1997 Transactions" incthdeRiparius Transaction and the following propacquisitions: (i) Winners Circle in
Nashville, TN; (ii) the Shelton portfolio in thedimont Triad; (iii) NationsBank Plaza in Greenvil&C; (iv) Exchange Plaza in Atlanta, C
(v) Cypress West in Tampa, FL; (vi) Marnier Squiar&ampa, FL; (vii) Zurn in Tampa, FL; and (viiij)on in Ft. Lauderdale, FL.

The following information should be read in conjtion with the financial statements and notes tleagtd "Management's Discussion and
Analysis of Financial Condition and Results of Ggiems" incorporated by reference herein and thefgmma financial statements and notes
thereto included in the Company's Current Repotftam 8-K dated January 22, 1998 incorporated fareace herein.
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PRO FORMA

------------ PRO FORMA
NINE MONTHS NINE MONTHS ENDED ~ ------------
ENDED SEPTEMBER 30, YEAR ENDED YEAR EN DED YEAR ENDED
SEPTEMBER 30 , mmemmmmmmemmememeeeeeees DECEMBER 31, DECEMBER 31, DECEMBER 31,
1997 1997 1996 1996 1996 1995
(DOLLARS IN THOUSANDS EXCEPT PER SHARE AMOUNTS )
OPERATING DATA:
Total revenue..............c........ $ 271,822 $ 183,214 $ 87,766 $ 320,677 $ 137, 926 $ 73,522
Rental property operating expenses
(1) iveeeeiee e 86,053 48,995 22,210 119,774 35, 313 17,049
General and administrative.......... 6,694 3,766 6,137 5, 666 2,737
Interest expense.................... 34,771 15,074 62,705 26, 610 13,720
Depreciation and amortization 31,051 13,357 53,835 22, 095 11,082
Income before minority interest..... 83,767 61,703 33,359 78,226 48, 242 28,934
Minority interest................... (14,994 (9,872) (5,205) (14,002) (6, 782)  (4,937)
Income before extraordinary item.... 68,773 51,831 28,154 64,224 41, 460 23,997
Extraordinary item-loss on early
extinguishment of debt............ - (4,665)  (2,140) - 2, 140) (875)
68,773 47,166 26,014 64,224 39, 320 23,122
(18,436 (6,972) - (24,581) - -
Net income available for common
stockholders..........cccooeene.. $ 50,337 $ 40,194 $ 26,014 $ 39,643 $ 39, 320 $ 23,122
Net income per common share......... $ 1.04 $ 112%$ 110%$ 082 $ 1 51 $ 149
BALANCE SHEET DATA
(AT END OF PERIOD):
Real estate, net of accumulated
depreciation...................... $2,610,643 $1,730,906 $ 1,320,758 $ - $1,377, 874 $ 593,066
Total asSetS......cccvvvverveenennns 2,740,768 1,980,178 1,380,910 - 1,443, 440 621,134
Total mortgages and notes payable... 936,561 649,188 597,734 - 555, 876 182,736
OTHER DATA:
FFO(2)..eeivveeieeciiecieeeiieans 109,485 85,782 46,929 107,753 70, 337 40,016
Number of in-service properties..... 501 369 280 501 292 191
Total rentable square feet.......... 31,979,000 21,904,000 16,700,000 31,979,000 17,455, 000 9,215,000

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

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

Subject to the terms and conditions containederténms agreement and the related underwritingeageat (collectively, the "Underwriting
Agreement"), the Company has agreed to sell tolSBarney Inc. (the "Underwriter"), and the Undeterihas agreed to purchase from the
Company, the 694,180 shares of Common Stock offeeeeby at a price of $33.0125 per share.

The Underwriting Agreement provides that the olilyaof the Underwriter to pay for and accept detivof the shares of Common Stock is
subject to approval of certain legal matters bynsaliand to certain other conditions. The Undeewig obligated to take and pay for all of
the shares of Common Stock offered hereby if ach shares are taken.

The Underwriter intends to deposit the shares ah@on Stock with the trustee of The Equity Focusstsu- REIT Portfolio Series, 1998-A
(the "Trust"), a registered unit investment trustier the Investment Company Act of 1940, as amernidezkchange for units in the Trust. If
all of the shares of Common Stock so deposited thightrustee of the Trust are valued at theirrdggbrted sale price on February 12, 1998,
the aggregate underwriting commission to the Undé&mwould be $1,206,138. The Underwriter is agt&s sponsor and depositor of the
Trust and is therefore considered an affiliatehef Trust.

The Company has agreed to indemnify the Underwaigainst certain liabilities, including liabilitiesyder the Securities Act of 1933, as
amended, or to contribute to payments the Undeswnitay be required to make in respect thereof.

In the ordinary course of its business, the Undigewprovides investment banking, advisory and oftmancial services to the Company and
the Operating Partnership for which it receivedaumsry fees.

LEGAL MATTERS

Certain legal matters will be passed upon for thenGany by Alston & Bird LLP, Raleigh, North CardinCertain legal matters related to the
Offering will be passed upon for the Underwriterdaydrews & Kurth L.L.P., Washington, D.C.
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NO DEALER, SALESPERSON OR OTHER PERSON HAS BEEN AORIZED TO GIVE ANY INFORMATION OR MAKE ANY
REPRESENTATIONS OTHER THAN THOSE CONTAINED OR INCOGRRATED BY REFERENCE IN THIS PROSPECTUS
SUPPLEMENT AND THE ACCOMPANYING PROSPECTUS IN CONREION WITH THE OFFER CONTAINED HEREIN, AND, IF
GIVEN OR MADE, SUCH INFORMATION OR REPRESENTATION®SUST NOT BE RELIED UPON AS HAVING BEEN
AUTHORIZED BY THE COMPANY OR THE UNDERWRITER. THI®FROSPECTUS SUPPLEMENT AND THE ACCOMPANYING
PROSPECTUS DO NOT CONSTITUTE AN OFFER TO SELL, OFS@LICITATION OF AN OFFER TO BUY, THE SHARES IN ANY
STATE TO ANY PERSON TO WHOM IT IS NOT LAWFUL TO MAK SUCH OFFER IN SUCH STATE. THE DELIVERY OF THIS
PROSPECTUS SUPPLEMENT AND THE ACCOMPANYING PROSPRLSTAT ANY TIME DOES NOT IMPLY THAT THE
INFORMATION HEREIN AND THEREIN IS CORRECT AS OF ANYIME SUBSEQUENT TO ITS DATE.
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