HIGHWOODS PROPERTIES INC

FORM 424B5

(Prospectus filed pursuant to Rule 424(b)(5))

Filed 2/10/1997

Address 3100 SMOKETREE CT STE 600
RALEIGH, North Carolina 27604
Telephone 919-872-4924
CIK 0000921082
Industry Real Estate Operations
Sector Services
Fiscal Year 12/31
e oo ecgaroning com EDGAR Customer Senice. 303.852-6665

Corporate Sales: 212-457-8200



PROSPECTUS SUPPLEMENT 424(b)(5) re 333-3890
(TO PROSPECTUS DATED NOVEMBER 15, 1996) and 333¢382

125,000 SHARES (HIGHWOODS LOGO GOES HERE)

HIGHWOODS PROPERTIES, INC.

8 5/8% SERIES A CUMULATIVE REDEEMABLE PREFERRED SHA RES
(PAR VALUE $0.01 PER SHARE)

(LIQUIDATION PREFERENCE EQUIVALENT TO $1,000 PER 3RE)

Dividends on the 8 5/8% Series A Cumulative RedddenBreferred Shares,
$.01 par value per share (the "Preferred

Shares"), of Highwoods Properties, Inc. (the "Conyawill be cumulative from the date of originalsue and will be payable quarterly on or
about the last day of February, May, August andé¥ialver of each year, commencing May 31, 1997, ataieeof 8 5/8% of the liquidation
preference per annum (equivalent to $86.25 perrarper share).

The Preferred Shares are not redeemable priorttaubey 12, 2027. On or after February 12, 2027 Ptederred Shares may be redeemed for
cash at the option of the Company, in whole orart,mat a redemption price of $1,000 per shares aoicrued and unpaid dividends, if any,
thereon. The redemption price (other than the pottiereof consisting of accrued and unpaid dividgs payable solely out of the sale
proceeds of other capital stock of the Companyctvimay include other series of preferred shares.Freferred Shares have no stated
maturity and will not be subject to any sinking duor mandatory redemption and will not be convégtihto any other securities of the
Company. See "Description of Preferred Shares deRption." In order to maintain its qualificatios a real estate investment trust for
federal income tax purposes, the Company's AmeadddRestated Articles of Incorporation impose latidns on the number of shares of
capital stock, including Preferred Shares, that bepwned by any single person or affiliated grogese "Description of Preferred Shares --
Restrictions on Ownership."

Although the Underwriter has advised the Compaay itintends to make a market in the Preferred&hat is under no obligation to do so
and no assurance can be given that a market fdtréferred Shares will develop. See "Underwriting."

SEE "RISK FACTORS" BEGINNING ON PAGE 4 IN THE ACCOM PANYING PROSPECTUS FOR
CERTAIN FACTORS RELEVANT TO AN INVESTMENT IN THE PR EFERRED SHARES.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHANGE
COMMISSION OR ANY STATE SECURITIES COMMISSION NOR H AS THE SECURITIES AND EXCHANGE COMMISSION
OR ANY STATE SECURITIES COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS
SUPPLEMENT OR THE PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL

OFFENSE.
[CAPTION]
PRICE TO UNDERWRITING PROCEEDS TO
PUBLIC (1) DISCOUNT (2) COMPANY (1)(3)
Per SNAre. ..o . $1,000.00 $25.00 $975.00
TOtAl (4)...oveoeeeeeeeeeeeeee e . $125,000,000 $3,125,000 $121,875,000

(1) Plus accrued dividends, if any, from the ddterminal issue.

(2) The Company has agreed to indemnify the Und@magainst certain liabilities, including lialtiés under the Securities Act of 1933, as
amended. See "Underwriting."

(3) Before deducting estimated expenses payabtbebZompany of $200,000.

(4) The Company has granted to the Underwritergion to purchase up to an additional 18,750 shiaresver overllotments. If all of suc
shares are purchased, the total Price to Publidebhriting Discount and Proceeds to Company wilBhé3,750,000, $3,593,750 and
$140,156,250, respectively. See "Underwriting."

The Preferred Shares are offered by the Undenyatdgject to prior sale, when, as and if deliveednd accepted by the Underwriter, suk
to approval of certain legal matters by counsettierUnderwriter and to certain other conditionise Underwriter reserves the right



withdraw, cancel or modify such offer and to rejexders in whole or in part. It is expected thdivdey of the Preferred Shares will be made
in New York, New York on or about February 12, 1997

MERRILL LYNCH & CO.

The date of this Prospectus Supplement is February, 1997.



(Highwoods Properties logo goes here)

Map of Southeastern United States showing offindRichmond and Norfolk, VA; Nashville, TN; CharleftResearch Triangle and Piedmont
Triad, NC; Greenville and Columbia, SC; Atlanta, @Wmington, AL; and Orlando, Tampa and Boco Rateh.

RESEARCH TRIANGLE
Raleigh-Durham, NC
OFFICE: 4,215,447 S.F.
INDUSTRIAL: 277,626 S.F.

PIEDMONT TRIAD RICHMOND, VA

Winston-Salem/Greensboro, NC OFFICE: 92 8,103 S.F.
OFFICE: 1,213,579 S.F. INDUSTRIAL: 18,400 S.F.
INDUSTRIAL: 3,319,204 S.F. GREENVILLE, SC

ATLANTA, GA* OFFICE: 56 8,348 S.F. NORFOLK, VA
OFFICE: 1,601,448 S.F. INDUSTRIAL: 118,802 S.F. OFFICE: 81,373 S.F.
INDUSTRIAL: 2,444,421 S.F. INDUSTRIAL: 97,633 S.F.

BOCA RATON, FL

NASHVILLE, TN OFFICE: 5 06,834 S.F. ASHEVILLE, NC
OFFICE: 1,313,617 S.F. OFFICE: 63,500 S.F.
INDUSTRIAL: 335,994 S.F. MEMPHIS, TN INDUSTRIAL: 60,677 S.F.

OFFICE: 4 64,131 S.F.

CHARLOTTE, NC BIRMINGHAM, AL
OFFICE: 905,188 S.F. COLUMBIA, SC OFFICE: 111,905 S.F.
INDUSTRIAL: 469,652 S.F. OFFICE: 3 99,713 S.F.

TAMPA, FL JACKSONVILLE, FL

ORLANDO, FL
OFFICE: 1,155,483 S.F. OFFICE: 200,79 6 S.F. OFFICE: 50,513 S.F.

* GIVES EFFECT TO THE ANDERSON TRANSACTION. NO ASRANCE CAN BE GIVEN THAT THE ANDERSON
TRANSACTION WILL BE CONSUMMATED. SEE "RECENT DEVELBMENTS."

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER M AY

OVER-ALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE R MAINTAIN THE MARKET PRICE OF THE PREFERRED
SHARES OFFERED HEREBY AT A LEVEL ABOVE THAT WHICH MsHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH
TRANSACTIONS MAY BE EFFECTED ON THE NEW YORK STOCEKXCHANGE, IN THE OVER-THE-COUNTER MARKET OR
OTHERWISE. SUCH STABILIZING, IF COMMENCED, MAY BE [5CONTINUED AT ANY TIME.



PROSPECTUS SUPPLEMENT SUMMARY

THE FOLLOWING SUMMARY IS QUALIFIED IN ITS ENTIRETYBY THE DETAILED INFORMATION APPEARING ELSEWHERE
IN THIS PROSPECTUS SUPPLEMENT AND THE ACCOMPANYINEROSPECTUS OR INCORPORATED HEREIN AND THEREIN
BY REFERENCE. CAPITALIZED TERMS USED IN THIS PROSEGEUS SUPPLEMENT SUMMARY HAVE THE MEANINGS SET
FORTH ELSEWHERE IN THIS PROSPECTUS SUPPLEMENT ORETMHCCOMPANYING PROSPECTUS. UNLESS INDICATED
OTHERWISE, THE INFORMATION CONTAINED IN THIS PROSRHUS SUPPLEMENT ASSUMES THAT THE UNDERWRITER'S
OVER-ALLOTMENT OPTION IS NOT EXERCISED. UNLESS THEONTEXT INDICATES OTHERWISE, THE TERMS (1)
"COMPANY" SHALL MEAN HIGHWOODS PROPERTIES, INC., EDECESSORS OF HIGHWOODS PROPERTIES, INC. AND
THOSE ENTITIES OWNED OR CONTROLLED BY HIGHWOODS PRERTIES, INC., INCLUDING HIGHWOODS/FORSYTH
LIMITED PARTNERSHIP (THE "OPERATING PARTNERSHIP"AND (1) "PROPERTIES" SHALL MEAN THE 315 IN-SERVICE
PROPERTIES OWNED BY THE COMPANY. ALL INFORMATION ABUT THE PROPERTIES AS OF DECEMBER 31, 1996
INCLUDES THE 21 PROPERTIES ACQUIRED AFTER THAT DATE

THE COMPANY
GENERAL

The Company is a self-administered and self-managedy real estate investment trust ("REIT") thagan operations through a predecessolr
in 1978. The Company is one of the largest ownedsagperators of suburban office and industrial progs in the Southeast. The Company
owns a diversified portfolio of in-service officadindustrial properties (the "Properties") encossgireg approximately 19.2 million square
feet located in 16 markets in North Carolina, FlajyiTennessee, Georgia, Virginia, South CarolinbAlabama. The Properties consist of
suburban office properties and 115 industrial (idoig 74 service center) properties and are lesagproximately 2,200 tenants. As of
December 31, 1996, the Properties were 93% leased.

In addition, the Company has 13 properties (11 shdruoffice properties and two industrial propestiender development in North Carolina,
Virginia, Tennessee and South Carolina, which @nitompass approximately 900,000 square feet. Thgp&@oy also owns approximately
274 acres of land for future development (collesdtiythe "Development Land"). The Development Landoned and available for office
and/or industrial development, substantially alubfich has utility infrastructure already in pladée Company provides leasing, property
management, real estate development, construatibméscellaneous tenant services for its propeasesell as for third parties.

The Company conducts substantially all of its atifig through, and all of its properties are hakeatly or indirectly by, the Operating
Partnership. The Operating Partnership is contitdifethe Company as its sole general partner. Abfuary 7, 1997, the Company owned
approximately 85% of the partnership interests (theits") in the Operating Partnership.

RECENT DEVELOPMENTS

On January 9, 1997, the Company acquired the 1idibgiCentury Center Office Park, four affiliatetustrial properties and 20 acres of
Development Land located in suburban Atlanta, Gadthe "Century Center Transaction"). The progsrtotal 1.6 million rentable square
feet and, as of December 31, 1996, were 99% le&sednnection with the Century Center Transactiha,Company added 40 employees
who managed, leased, developed, engineered andamaith the properties prior to their acquisitionthg Company.

In addition, the Company has agreed to enter iftosiness combination with Anderson Properties, (nderson Properties™) and acquir
portfolio of 25 industrial properties and six offiproperties totaling 1.7 million rentable squaetf three industrial development projects
totaling 402,000 rentable square feet and 137 adriemd for development (the "Anderson Transac¢)iohhe in-service properties were 94%
leased as of December 31, 1996. The Company hafban Atlanta division to be headed by Andersapéties' president, H. Gene
Anderson, upon completion of the Anderson Transact\ll 25 employees of Anderson Properties aresetqd to join the Company upon
completion of the Anderson Transaction. The AnderB@nsaction is expected to close by February 987, but no assurance can be made
that all or part of the transaction will be consuated.
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OPERATING STRATEGY
The Company believes that it will continue to bénfeébm the following factors:

DIVERSIFICATION. Since its initial public offeringthe "IPO"), the Company has significantly redu@sdiependence on any particular
market, property type or tenant. At the time of fR®, the Company's portfolio consisted almostesigkly of office properties in the
Raleigh-Durham, North Carolina area (the "Rese@r@mgle"). Based on December 1996 results, prasein the Research Triangle account
for 28% of the rental revenue from the Propertes] industrial (including service center) propeartiepresent 13%. The Company's 2,200
tenants represent a diverse cross-section of theoety. As of December 31, 1996, the 20 largestisnaf the Properties represented
approximately 25% of the combined rental revenaoefthe Properties, and the largest single tenaruented for less than 4%.

ACQUISITION AND DEVELOPMENT OPPORTUNITIES. The Corapy believes that it has several advantages ovey wfats
competitors in pursuing development and acquisitipportunities. The Company has the flexibilityfuad acquisitions and development
projects from numerous sources, including the puldjuity and debt markets, its $280 million unseduevolving loan, other bank and
institutional borrowings and the issuance of Unithjch may provide tax advantages to certain selleraddition, its 274 acres of
Development Land offer significant development appaities. The Company's development and acquisdaidivities should also continue to
benefit from its relationships with tenants andpady owners and management's extensive local ledyel of the Company's markets.

MANAGED GROWTH STRATEGY. The Company's strategy bagn to focus its real estate activities in markdiere it believes its
extensive local knowledge gives it a competitiveaadage over other real estate developers andtopgras the Company has expanded into
new markets, it has continued to maintain thislized approach by combining with local real estgterators with many years of
development and management experience in theiecdsp markets. Also, in making its acquisitiodse Company has sought to employ
those property-level managers who are experiendgdtine real estate operations and the local maetating to the acquired properties, so
that 87% of the Company's portfolio was either digyed by the Company or is managed on a day-tdsdais by personnel that previously
managed, leased and/or developed the properti@stpriheir acquisition by the Company.

EFFICIENT, CUSTOMER SERVICE-ORIENTED REGIONAL ORGARATION. The Company provides a complete line ddlrestate
services to its tenants and third parties. The Gompelieves that its in-house development, adiprisiconstruction management, leasing,
brokerage and management services allow it to resfmthe many demands of its existing and potetgimnt base, and enable it to provide
its tenants cost-effective services such as boisit construction and space modification, inahgdienant improvements and expansions.
The Company believes that the operating efficienaighieved through its fully integrated organizatidso provide a competitive advantag
setting its lease rates and pricing other services.

FLEXIBLE AND CONSERVATIVE CAPITAL STRUCTURE. The Qupany is committed to maintaining a flexible andiservative capital
structure that: (i) allows growth through develominand acquisition opportunities, (ii) provides @sx to the public equity and debt markets
on favorable terms and (iii) promotes future eagrigrowth. Since the IPO, the Company has compfetadpublic offerings and one private
placement of its Common Stock, raising total necpeds of $619 million. The net proceeds were dnrted to the Operating Partnership in
exchange for additional Units as required undeiQperating Partnership's limited partnership agessrtthe "Operating Partnership
Agreement"). In addition, the Company has a $280aniunsecured revolving line of credit (the "Réxing Loan") from a syndicate of
lenders. On December 2, 1996, the Operating Pattigeissued $100 million of 6 3/4% notes due Deaamih 2003 (the "2003 Notes") and
$110 million of 7% notes due December 1, 2006 (#96 Notes") (the 2003 Notes and the 2006 Noteggheollectively referred to as the
"Notes").

Assuming completion of this offering (the "Offeri)gand application of the net proceeds therefrordescribed in "Use of Proceeds," the
Company's pro forma debt as of February 1, 1997dvioave totaled $577.2 million and would have repreed approximately 26% of total
market capitalization (based on a price of $35gbare for the Common Stock).
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THE PROPERTIES

The following tables provide certain informationoal the Properties as of December 31, 1996:

OFFICE INDUSTRIAL T
PROPERTIES PROPERTIES PRO
Research Triangle,

NC..ooviiieeis 66 4
Piedmont Triad,

NC..ooviiieeis 24 80
Atlanta, GA......... 19 7
Nashville, TN....... 13 3
Tampa, FL........... 20 -
Charlotte, NC....... 14 16
Richmond, VA........ 17 1
Boca Raton, FL...... 3 -
Memphis, TN......... 7 -
Greenville, SC...... 5 2
Columbia, SC 6 -
Orlando, FL......... 2 -
Birmingham, AL...... 1 -
Norfolk, VA......... 1 1
Asheville, NC....... 1 1
Jacksonville, FL.... 1 -

Total......... 200 115(2)

Total Annualized Rental Revenue (1)................
Total rentable square feet...........ccccceeeen...
Percent leased..........ccccoooveveiniiiiecnnns
Average age (YEars)......oueeeeriveeeeeanuenens

PERCENT OF
TOTAL
OTAL RENTABLE  RENTABLE ANNUALIZE
PERTIES SQUARE FEET SQUARE FEET RENTAL REVENU

70 4,493,073  23.4%  $59,531,7
104 4,532,783 236 28,377,5
26 2,350,035 @ 12.2 24,4707
16 1,649,611 8.6 22,031,8
20 1,155,483 6.0 14,952,8
30 1,374,840 7.2 12,764,6
18 946,503 4.9 10,945,6
3 506,834 2.6 9,818,3
7 464,131 2.4 8,631,0
7 687,150 3.6 7,651,4
6 399,713 2.1 5,068,4
2 200,796 1.0 2,106,7
1 111,905 0.6 1,691,7
2 179,006 0.9 1,582,8
2 124177 0.6 1,121,4
1 50,513 0.3 1,106,7
315 19,226,553  100.0%  $211,853,8
OFFICE INDUSTRIAL TOT
PROPERTIES  PROPERTIES (2) AVE
$185,150,342  $ 26,703,536  $211,
13,659,426 5,567,127 19,
93%(3) 919%(4)
10.3 10.1(5)

PERCENT OF
D TOTAL ANNUALIZED
E (1) RENTAL REVENUE

83 28.1%
15 13.4
71 11.6
23 10.4
50 7.1
01 6.0
98 52
80 4.6
33 4.1
73 3.6
91 24
59 1.0
03 0.8
28 0.7
23 0.5
47 0.5
78 100.0%
AL OR
RAGE
853,878
226,553
93%
10.2

(1) Annualized Rental Revenue is December 199@teatenue (base rent plus operating expense lpassyhs) multiplied by 12.

(2) Includes 74 service center properties.

(3) Includes 43 single-tenant properties comprigngmillion rentable square feet and 144,767 t@ataquare feet leased but not occupied.

(4) Includes 28 single-tenant properties compridirgymillion rentable square feet and 48,136 rdatafuare feet leased but not occupied.

(5) Excludes Ivy Distribution Center. Ivy is a 4000-rentable square foot warehouse, which was raristl in stages. A portion of the
building was built in 1930; major expansions todéce in the mid-1940s, mid-1950s and 1981. In 1889 entire property was renovated to

convert it from a manufacturing facility to a waceise.

S-5



Securities Offered.........ccccceeeeeviiiiinnnn.

Use of Proceeds........ccccvvvveveeeeeeiiiniinnnns

RanNKiNg......cccvvveeeeeiiiiiiiiiieieeeee

Dividends......

Liquidation Rights.........ccccvvvviivenineennnn.

Redemption..

Voting Rights

THE OFFERING

. 125,000 shares of 8 5/8% Series A Cumulative R

Preferred Shares.

. The net proceeds to the Company from the Offer

(approximately $121.7 million) will be used to
existing indebtedness and fund pending acquisi
development.

. With respect to the payment of dividends and a

liquidation, the Preferred Shares offered here
rank PARI PASSU with any other equity securiti
Company the terms of which provide that such e
securities rank on a parity with the Preferred

will rank senior to the Common Stock and any o
securities of the Company which by their terms
junior to the Preferred Shares. See "Descripti
Preferred Stock -- Rank" in the accompanying P

. Dividends on the Preferred Shares offered here

cumulative from the date of original issue and
payable quarterly on or about the last day of

May, August and November of each year, commenc
31, 1997, at the rate of 8 5/8% of the liquida
preference per annum (equivalent to $86.25 per
share). Dividends on the Preferred Shares will
whether or not the Company has earnings, wheth
there are funds legally available for the paym
dividends and whether or not such dividends ar

. The Preferred Shares will have a liquidation p

of $1,000 per share, plus an amount equal to a
and unpaid dividends. See "Description of Pref
Shares -- Liquidation Preference."

. The Preferred Shares are not redeemable prior

12, 2027. On and after February 12, 2027, the
Shares will be redeemable for cash at the opti
Company, in whole or in part, at $1,000 per sh
any accrued and unpaid dividends thereon to th
fixed for redemption. The redemption price (ot
the portion thereof consisting of accrued and
dividends) is payable solely out of the sale p
other capital stock of the Company, which may
other series of preferred shares, and from no
source. See "Description of Preferred Shares -
Redemption."

. If dividends on the Preferred Shares are in ar

six or more quarterly periods, whether or not
quarterly periods are consecutive, holders of
Preferred Shares (voting separately as a class
other series of preferred stock upon which lik
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CONVEISION....civiiiieeeeeeeieieeeiiiieieeeees

Ownership Limits........ccccocvviieeiennnnennnn.

Trading

rights have been conferred and are exercisable
entitled to vote for the election of two addit
directors to serve on the Board of Directors o
Company until all dividend arrearages have bee
"Description of Preferred Shares -- Voting Rig

. The Preferred Shares are not convertible or ex

for any other property or securities of the Co

. The Preferred Shares will be subject to certai

restrictions on ownership intended to preserve
Company's status as a REIT for federal income
purposes. See "Description of Preferred Shares
Restrictions on Ownership."

. Although the Underwriter has advised the Compa

intends to make a market in the Preferred Shar
under no obligation to do so and no assurance
given that a market for the Preferred Shares w
develop. See "Underwriting."
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THE COMPANY
GENERAL

The Company is a self-administered and self-managedy REIT that began operations through a prestar in 1978. Following the IPO in
1994, the Company has established itself as otfeedirgest owners and operators of suburban adficeindustrial properties in the
Southeast. The Company owns 315 Properties loaate8l markets in North Carolina, Florida, Tennes§a®orgia, Virginia, South Carolina
and Alabama.

The Properties consist of 200 suburban office ptageeand 115 industrial (including 74 service egnproperties, contain an aggregate of
approximately 19.2 million rentable square feet arelleased to approximately 2,200 tenants. At Dwes 31, 1996, the Properties were ¢
leased. An additional 13 properties (the "Develophirojects"), which will encompass approximated D00 square feet, are currently
under development in North Carolina, Virginia, Teesee and South Carolina. The Company also owmexapately 274 acres of
Development Land. The Development Land is zonedaamadlable for office and/or industrial developmenitbstantially all of which has
utility infrastructure already in place.

The Company conducts substantially all of its atifig through, and all of its properties are hakéatly or indirectly by, the Operating
Partnership. The Operating Partnership is conttdiethe Company as its sole general partner andf Bebruary 7, 1996, the Company
owned approximately 85% of the Units in the OpeatPartnership. The remaining Units are ownedjtéid partners (including certain
officers and directors of the Company). Each Uratyrbe redeemed by the holder thereof for the cakrevof one share of Common Stock or,
at the Company's option, one share (subject taioeadjustments) of Common Stock. With each suchaxge, the number of Units owned
by the Company and, therefore, the Company's ptrgerinterest in the Operating Partnership wiltéase. In connection with this Offering,
the Operating Partnership will issue 8 5/8% Sehi¢xeferred Units (the "Series A Preferred UnitSge "Use of Proceeds."

In addition to owning the Properties, the Develophierojects and the Development Land, the Compaowiges leasing, property
management, real estate development, construatibméscellaneous tenant services for its propedsesell as for third parties. The
Company conducts its third-party fee-based sentimesigh Highwoods Services, Inc. and Forsyth PitgggeServices, Inc., which are
subsidiaries of the Operating Partnership. The Gompecently sold its third-party brokerage busiriaghe Research Triangle and the
Piedmont Triad and currently provides such brokersgyvices only in Nashville, Tennessee.

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

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

DIVERSIFICATION. Since the IPO in 1994, the Compdras significantly reduced its dependence on anycpéar market, property type or
tenant. The Company's portfolio has expanded frardrth Carolina properties (40 of which were ie Research Triangle area) to 315
properties in 16 southeastern markets. Based oarbleer 1996 results, approximately 28% of the raetatnue from the Properties is
derived from properties in the Research Trianghee TCompany has recently made a significant investineghe suburban Atlanta market
with the acquisition of the Century Center OfficarlPand has committed to increase further its preesén Atlanta through the Anderson
Transaction. The Company first entered Atlanta Ehdther new markets through its September 199¢@enavith Crocker Realty Trust, Inc.
("Crocker"). See "Recent Developments." Prior sanitierger with Crocker, the Company expanded intost@h-Salem/Greensboro, North
Carolina (the "Piedmont Triad") and Charlotte, Ma®arolina through a merger with Forsyth Properties. ("Forsyth") and also completed
significant business combinations in Richmond, Viigand Nashville, Tennessee. The Company haséacan markets that, like the
Research
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Triangle, have strong demographic and economicacheristics. The Company believes that its markat® the potential over the long term
to provide investment returns that exceed natiamatages. The Company's markets have experienoad gmployment, population and
household formation growth over the past five yeard are expected to continue to demonstrate sgrmwgth over the next five years.

The Company's strategy has been to assemble alppdf 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 the December 1996 results for the Riepeapproximately 87% of the
Company's rental revenue is derived from suburliceqoroperties and 13% is derived from industpedperties.

The Company has also reduced its dependence gpaatigular tenant or tenants in any particular stdy Its 2,200 tenants represent a
diverse cross-section of the economy. As of Decer@bel1996, the 20 largest tenants of the Promerépresented approximately 25% of the
combined rental revenue from the Properties, aadatgest single tenant accounted for less than 4%.

ACQUISITION AND DEVELOPMENT OPPORTUNITIES. The Corapy seeks to acquire suburban office and indugtr@erties at price
below replacement cost that offer attractive retuimcluding acquisitions of underperforming, higlelity properties in situations offering
opportunities for the Company to improve such progs' operating performance. The Company will @lsntinue to engage in the selective
development of suburban office and industrial prtgeprimarily in suburban business parks, anchitgeo focus on build-to-suit projects and
projects where the Company has identified sufficéemand. In build-to-suit development, the buitdis significantly pre-leased to one or
more tenants prior to construction. Build-to-suijpcts often foster strong long-term relationstipsveen the Company and the tenant,
creating future development opportunities as tidifianeeds of the tenant increase.

The Company believes that it has several advan@agasmany of its competitors in pursuing developtrand acquisition opportunities. The
Company has the flexibility to fund acquisitiongladevelopment projects from numerous sources, dimafpthe public equity and debt
markets, its $280 million Revolving Loan, other kamd institutional borrowings and private equéigiances. Frequently, the Company
acquires properties through the exchange of Uniteeé Operating Partnership for the property overegquity in the acquired properties. As
discussed above, each Unit received by these pyopeners is redeemable for cash from the Oper®ergnership or, at the Company's
option, shares of Common Stock. In connection #itse transactions, the Company may also assursteding indebtedness associated
with the acquired properties. The Company belig¢hiasthis acquisition method may enable it to aegproperties at attractive prices from
property owners wishing to enter into tax-defertraghsactions. Since the Company's inception, Urgte constituted all or part of the
consideration for 115 Properties comprising 7.4iamlrentable square feet. As of February 7, 198y 1,200 Units have been redeemed for
cash, totaling $35,000.

Another advantage is the Company's commerciallyed@nd unencumbered Development Land in existisgnbas parks. The Company
owns approximately 274 acres of Development Landstntially all of which has utility infrastruceialready in place. In addition, the
Company has agreed to acquire 243 additional aché&eston, one of the Research Triangle's premasten-planned office developments,
where the Company already owns 32 acres.

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 14 years dfastate experience in their respective marketsaBge of this experience, the Company
a better position to evaluate acquisition and dgwalent opportunities. In addition, the Companylatienships with its approximately 2,200
tenants and those tenants at properties for whimtniducts thirgparty fee based services may lead to developmejeqts when these tena
or their affiliates seek new space. Also, its ielahips with other property owners for whom ityad®s third-party management services
generate acquisition opportunities.

MANAGED GROWTH STRATEGY. The Company's strategy bagn to focus its real estate activities in markdiere it believes its
extensive local knowledge gives it a competitiveaadage over other real estate
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developers and operators. As the Company has eggdantb new markets, it has continued to maintaiim lbcalized approach by combining
with local real estate operators with many yeardavelopment and management experience in thgiecéise markets. Also, in making its
acquisitions, the Company has sought to employetiposperty-level managers who are experienced téhieal estate operations and the
local market relating to the acquired propertiesthat 87% of the Company's portfolio was eithereligped by the Company or is managed
on a day-to-day basis by personnel that previonsipaged, leased and/or developed those properibeggtheir acquisition by the
Company.

EFFICIENT, CUSTOMER SERVICE-ORIENTED ORGANIZATION he Company provides a complete line of real est@areices to its
tenants and third parties. The Company believesthm-house development, acquisition, constarcthanagement, leasing, brokerage and
management services allow it to respond to the ndanyands of its existing and potential tenant baise ,enable it to provide its tenants cost-
effective services such as build-to-suit constarctind space modification, including tenant improgats and expansions. In addition, the
breadth of the Company's capabilities and resoymasdes it with market information not generadlyailable. The Company believes that
the operating efficiencies achieved through it§/firtegrated organization also provide a compeagidvantage in setting its lease rates and
pricing other services.

FLEXIBLE AND CONSERVATIVE CAPITAL STRUCTURE. The Gupany is committed to maintaining a flexible andiservative capital
structure that: (i) allows growth through developinend acquisition opportunities, (ii) provides @ss to the public equity and debt markets
on favorable terms and (iii) promotes future eaggigrowth.

The Company and the Operating Partnership have nlenaded a strong and consistent ability to acttesgpublic equity and debt markets.
Since the IPO, the Company has completed four pulfiierings and one private placement of its commstok, raising total net proceeds of
$619 million, which were contributed to the OpargtPartnership in exchange for additional Unitseagiired by the Operating Partnership
Agreement. In addition, on December 2, 1996, ther@jng Partnership issued the 2003 Notes and(8é Rotes in aggregate principal
amounts of $100 million and $110 million, respeelyv It is the Company's policy that Highwoods Radies, Inc. shall not incur indebtedn
other than short-term trade, employee compensalivilends payable or similar indebtedness thdthwilpaid in the ordinary course of
business, and that indebtedness shall insteaccbeéd by the Operating Partnership to the extenéssary to fund the business activities
conducted by the Operating Partnership and itsidialoes.

On September 27, 1996, the Company replaced aibildén credit facility with the $280 million Reveing Loan. The Revolving Loan
expires on October 31, 1999. Interest on the oudétg balance is currently payable monthly at a oit6.91%.

Assuming completion of the Offering and applicatafrihe net proceeds therefrom as described urdies bf Proceeds," the Company's pro
forma debt as of February 1, 1997 would have tdt$&77.2 million and would have represented appnately 26% of total market
capitalization (based on a price of $35 per shar¢he Common Stock).

RECENT DEVELOPMENTS
ACQUISITION OF SUBURBAN ATLANTA PROPERTIES

CENTURY CENTER TRANSACTION. On January 9, 1997, @@mpany acquired the 17-building Century Centdic®@Park, four

affiliated industrial properties and 20 acres of/fBlepment Land located in suburban Atlanta, Geofthia "Century Center Transaction”). 1
properties total 1.6 million rentable square faet,aas of December 31, 1996, were 99% leased. G$teo€ the Century Center Transaction
was $55.6 million in Units (valued at $29.25 peiitUthe market value of a share of Common Stoctifdle signing of a letter of intent for
the Century Center Transaction), the assumptidi16f4 million of secured debt and a cash payme#6a8f1 million drawn from the
Company's $280 million Revolving Loan. All Unitsised in the transaction are subject to restrictonsansfer and redemption. Such
restrictions are scheduled to expire over a these-period in equal annual installments commencirggyear from the date of issuance. Prior
to their acquisition by the Company, the acquirespprties were leased and managed by White &
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Associates Management Group, 40 employees of widek been retained by the Company to continuestigel administration, property
management, development, engineering and mainteradritbhe properties.

The 1.2-million square foot, 17-building Centuryrar Office Park is adjacent to Interstate-85 intmgentral Atlanta. Century Center Office
Park was 99% leased at December 31, 1996. Itstemalude AT&T, BellSouth, the Federal governm@aur agencies), MBNA and
Egleston Hospitals. Century Center Office Parlo@ated on approximately 77 acres, of which appraxéty 61 acres are controlled under
long-term fixed rental ground leases that expir@068. The rent under the leases is approximate®@ $00 per year with scheduled 10%
increases in 1999 and 2009. The leases do notinantayht to purchase the subject land.

The four industrial properties acquired in the @entCenter Transaction are located in two busipasks and were 100% leased at December
31, 1996. The Company's acquisition also inclubleset development parcels totaling 20 acres in @gi@enter Office Park. The master plan
for the office park envisions an additional 800,8@Dare feet of office space on such parcels.

The Company estimates a first-year net operatiognre from the properties acquired in the Centumt&eTransaction of $13.3 million. See
"Management's Discussion and Analysis of Finarn€@idition and Results of Operations -- Disclosueg&ding Forward-Looking
Statements.”

ANDERSON TRANSACTION. The Company has agreed teeimto a business combination with Anderson Priiggeand acquire a
portfolio of industrial, office and undeveloped pesties in Atlanta from affiliates of Anderson Peoties (the "Anderson Transaction"). The
Anderson Transaction involves 25 industrial projpsrand six office properties totaling 1.7 millimntable square feet, three industrial
development projects totaling 402,000 square feetls7 acres of land for development. AlthoughGoepany expects the Anderson
Transaction to close by February 14, 1997, no assarcan be made that all or part of the trangaetith be consummated.

The cost of the Anderson Transaction will consfghe issuance of $25.6 million of Units (valuedba®.25 per Unit, the market value of a
share of Common Stock as of the signing of a letténtent relating to the transaction), the asstiompof $8.7 million of mortgage debt and a
cash payment of $37.2 million. The cash amountihes $11.1 million expected to be paid to completethree development projects.
Approximately $4.9 million of the Units are newlgeated Class B Units, which differ from other Unitghat they are not eligible for cash
distributions from the Operating Partnership. T&s€ B Units will convert to regular Units in 25%naal installments commencing one year
from the date of issuance. Prior to such conversiooh Units will not be redeemable for cash or @mm Stock. All other Units to be issued
in the transaction are also subject to restrictmmséransfer or redemption. Such lock-up restricgiavill expire over a three-year period in
equal annual installments commencing one year fledate of issuance.

The in-service properties were 94% leased to 158ris as of December 31, 1996, and are primaigigténl in business park settings in north
Atlanta or near Hartsfield International Airportd in-service industrial properties are warehouskelaulk distribution facilities that are
generally leased on a multi-tenant basis. The deveént projects have a cost-to-date of $4.6 miliod are expected to be completed during
1997.

The undeveloped land to be acquired in the Andefsansaction is located in three business parks.ri&jority of the undeveloped land
consists of the 108-acre tract in the Atlanta Tpadecomplex ("Atlanta Tradeport"). Atlanta Tradefpis a 260-acre, integrated, mixed-use
domestic and international business complex dedigséAtlanta’s only general purpose Foreign TramleeZLocated nine miles south of
downtown, Atlanta Tradeport is directly east of @odtiguous to Hartsfield International Airport. & balance of the undeveloped land is
located in Chastain Place (10 acres) and Newpd$hares). Both locations are close to interstafieviays and major area malls.

The Company has established an Atlanta divisiobgetbeaded by Anderson Properties' president, He @aderson, upon completion of the
Anderson Transaction. Mr. Anderson has over 25syeicommercial real estate experience in the Adlanea. All 25 employees of Ander:
Properties are expected to join the Company, inetuthe four other members of Anderson Propersiesior management team, each of
whom has at least 12 years of commercial realestgierience. Upon completion of
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the Anderson Transaction, Mr. Anderson will be ohéhe Company's largest equity holders with 560,00its and will be appointed to the
Board of Directors of the Company.

The Company estimates a first-year net operatiognre from the properties to be acquired in the Aswie Transaction of $5.7 million. See
"Management's Discussion and Analysis of FinarnCaidition and Results of Operations -- Disclosueg&ding Forward-Looking
Statements."

At the time of the Company's initial announcemdrthe Anderson Transaction, the acquisition wasetgd to include two additional
industrial properties and a 158-acre tract of dgwelent land (collectively, "Bluegrass Business €eftand another industrial property
("Ellsworth"). Certain issues have been raised, vy, about the seller's ability to deliver thed®jtass Business Center. Also, upon
completion of due diligence, the Company has decid# to acquire Ellsworth.

ACQUISITION OF CROCKER REALTY TRUST, INC.

On September 20, 1996, the Company completed itganeith Crocker Realty Trust, Inc. As a resultleé merger, the Company acquired
58 suburban office properties and 12 service cenrtgyerties (the "Crocker Properties") locatedSrstiutheastern markets in Florida, North
Carolina, South Carolina, Tennessee, Georgia, Maigind Alabama. The Crocker Properties encompdsnilion rentable square feet. The
Company believes that the merger offered a unigquesiment opportunity for future growth by allowitige Company to expand and diver:

its operations to growth-oriented markets througtle Southeast. In addition, the merger enhartee€Company's opportunities to engage in
development projects and accretive acquisitionsh &1s the Century Center Transaction and the Andersansaction, due to the inherent
savings of previously established local real esteaagement and infrastructure. See "Managemeistsigsion and Analysis of Financial
Condition and Results of Operations."

DEVELOPMENT ACTIVITY

The Company has 11 suburban office properties\wodrtdustrial properties under development totaB6§,000 square feet of space. The
following table summarizes these properties:

RENTABLE ESTIMATED
SQUARE  ESTIMATED COST INCURRED PRE-LEA SING COMPLETION

LOCATION FEET COST AS OF 12/31/96 PERCENT AGE DATE
OFFICE PROPERTIES:
SimpleX.....ccccevvveenenn. Piedmont Triad 12,000 $ 900,000 $ 137,000 62%  2Q97
Centerpoint V..........ccc.... Columbia 19,000 1,700,000 727,000 34 2Q97
North Park Research Triangle 43,000 4,000,000 1,814,000 38 2Q97
Sycamore........cccoeeveeenn. Research Triangle 70,000 6,400,000 2,331,000 32 2Q97
Two AirPark East.............. Piedmont Triad 57,000 4,600,000 1,071,000 -- 2Q97
Highwoods Plaza ll............ Nashville 103,000 10,300,000 2,771,000 -- 3Q97
Highwoods Two................. Richmond 74,000 7,000,000 922,000 11 3Q97
Grove Park l.........cc...... Richmond 20,000 1,600,000 897,000 - 3Q97
West Shore Ill................ Richmond 55,000 5,300,000 1,002,000 29 3Q97
Southwind Ill................. Memphis 69,000 7,000,000 - 66 4Q97
Clintrials........ccccceenee Research Triangle 185,000 21,500,000 149,000 100 2Q98
OFFICE TOTAL OR AVERAGE....... 707,000 $70,300,000 $ 11,821,000 44%
INDUSTRIAL PROPERTIES:
Airport Center................ Richmond 145,000 5,500,000 1,668,000 - 2Q97
R.F. Micro Devices............ Piedmont Triad 45,000 7,000,000 710,000 100 4Q97
INDUSTRIAL TOTAL OR AVERAGE... 190,000 $12,500,000 $ 2,378,000 24%

TOTAL OR AVERAGE............ 897,000 $82,800,000 $ 14,199,000 39%*

* Improves to 55% when letters of intent for space included.
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OTHER ACQUISITION ACTIVITY

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

THE PROPERTIES

The Company owns 200 suburban office propertieslagdndustrial properties, which are located imi#kets in the Southeast. Two
hundred and eighty-five of the Properties are kedan business parks. The office properties aremm&and single-story suburban office
buildings. The industrial properties include 41 glayuse and bulk distribution facilities and 74 gmx\center properties. The service centers
have varying amounts of office finish (usually e&dt 33%) and their rents vary accordingly. Theisercenter properties are suitable for
office, retail, light industrial and warehouse udaeshe aggregate, management developed 152 ¢frihygerties. The Company provides
management and leasing services for 294 of itsP3hperties.

The following tables set forth certain informatianout the Properties at December 31, 1996:

PERCENT OF
TOTAL PERCENT OF
OFFICE INDUSTRIAL TO TAL RENTABLE RENTABLE ANNUALIZED TOTAL ANNUALIZED
PROPERTIES PROPERTIES (1) PROP ERTIES SQUARE FEET SQUARE FEET RENTAL REVENUE (2 ) RENTAL REVENUE
Research Triangle,
NC..coovvveenn. 66 4 70 4,493,073 23.4% $ 59,531,783 28.1%
Piedmont Triad,
NC..coovvveen. 24 80 104 4,532,783 23.6 28,377,515 13.4
Atlanta, GA....... 19 7 26 2,350,035 12.2 24,470,771 11.6
Nashville, TN..... 13 3 16 1,649,611 8.6 22,031,823 10.4
Tampa, FL......... 20 - 20 1,155,483 6.0 14,952,850 7.1
Charlotte, NC..... 14 16 30 1,374,840 7.2 12,764,601 6.0
Richmond, VA...... 17 1 18 946,503 4.9 10,945,698 5.2
Boca Raton, FL.... 3 -- 3 506,834 2.6 9,818,380 4.6
Memphis, TN....... 7 -- 7 464,131 2.4 8,631,033 4.1
Greenville, SC.... 5 2 7 687,150 3.6 7,651,473 3.6
Columbia, SC...... 6 -- 6 399,713 2.1 5,068,491 2.4
Orlando, FL....... 2 -- 2 200,796 1.0 2,106,759 1.0
Birmingham, AL.... 1 -- 1 111,905 0.6 1,691,703 0.8
Norfolk, VA....... 1 1 2 179,006 0.9 1,582,828 0.7
Asheville, NC..... 1 1 2 124,177 0.6 1,121,423 0.5
Jacksonville,
FL.iiiiiinne 1 - 1 50,513 0.3 1,106,747 0.5
Total...... 200 115 315 19,226,553 100.0% $211,853,878 100.0%
OFFICE INDUSTRIAL TOT AL OR
PROPERTIES PROPERTIES (1) AVE RAGE
Total Annualized Rental Revenue (2)................ . $185,150,342 $ 26,703,536 $211, 853,878
Total rentable square feet...........cccceeeee... . 13,659,426 5,567,127 19, 226,553
Percent leased . 93%(3) 91%(4) 93%
Average age (YEars)......oooeeeeriveeeesanuenens . 10.3 10.1(5) 10.2

(1) Includes 74 service center properties.

(2) Annualized Rental Revenue is December 199@fteavenue (base rent plus operating expense lpassghs) multiplied by 12.

(3) Includes 43 single-tenant properties comprigngmillion rentable square feet and 144,767 t@ataquare feet leased but not occupied.
(4) Includes 28 single-tenant properties compridirgymillion rentable square feet and 48,136 rdatafuare feet leased but not occupied.

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

S-13



MANAGEMENT
DIRECTORS AND EXECUTIVE OFFICERS

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

NAME AGE PRINCIPAL OCCUPAT IONS AND OTHER DIRECTORSHIPS

O. Temple Sloan, Jr. 56 Director and Chai rman of the Board of Directors. Mr. Sloan is a foun der
of the predecesso r of the Company. Mr. Sloan was recently appointed asa
director of Natio nsBank, N.A. Mr. Sloan also serves as chairman of
General Parts, In c., a nationwide distributor of automobile replacem ent
parts, which he f ounded.

Ronald P. Gibson 51 Director, Preside nt and Chief Executive Officer. Mr. Gibson is a fou nder
of the Company an d has served as president or managing partner of it S
predecessor since its formation in 1978.

William T. Wilson, IlI 42 Director and Exec utive Vice President. Mr. Wilson joined Forsyth in 1982
and served as its president from 1993 until its merger with the Comp any.

John L. Turner 50 Director, Vice Ch airman of the Board of Directors and Chief Investme nt
Officer. Mr. Turn er co-founded Forsyth's predecessor in 1975.

John W. Eakin 41 Director and Seni or Vice President. Mr. Eakin is responsible for
operations in Ten nessee, Florida and Alabama. Mr. Eakin was a founde rand
president of Eaki n & Smith, Inc. prior to its merger with the Compan y.

Thomas W. Adler 55 Director. Mr. Adl er is chairman of Cleveland Real Estate Partners, a
fee-based real es tate service company. Mr. Adler has served as a mem ber
of the executive committee and board of governors of the National
Association of Re al Estate Investment Trusts ("NAREIT") and he was
national presiden tin 1990 of the Society of Industrial and Office
Realtors.

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

L. Glenn Orr, Jr. 56 Director. Mr. Orr is a director of Southern National Corporation and was
its chairman of t he board of directors, president and chief executiv e
officer prior to its merger with Branch Banking and Trust.

Willard H. Smith, Jr. 59 Director. Mr. Smi th recently retired from Merrill Lynch, where he wa sa
managing director . Mr. Smith is a member of the board of directors o f
Cohen & Steers Re alty Shares, Cohen & Steers Realty Income Fund, Coh en &
Steers Total Retu rn Realty Fund, Essex Property Trust, Inc., Realty
Income Corporatio n and Willis Lease Financial Corporation.

Stephen Timko 68 Director. Mr. Tim ko joined the Board of Directors in February 1995 i n
connection with t he Company's acquisition of Research Commons. He ha S

served as associa
University.

te vice president of financial affairs for Temple
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NAME AGE PRINCIPAL OCCUPAT IONS AND OTHER DIRECTORSHIPS

Edward J. Fritsch 38 Senior Vice Presi dent and Secretary. Mr. Fritsch is responsible for the
operations of the Company's Research Triangle division. Mr. Fritsch
joined the Compan y in 1982.

Carman J. Liuzzo 36 Vice President, C hief Financial Officer and Treasurer. Prior to join ing
the Company, Mr. Liuzzo was vice president and chief accounting offi cer
for Boddie-Noell Enterprises, Inc. and Boddie-Noell Restaurant
Properties, Inc. Mr. Liuzzo is a certified public accountant.

Thomas F. Cochran 42 Senior Vice Presi dent. Mr. Cochran manages the Charlotte and Greenvi lle
regions. Mr. Coch ran served as senior vice president for Crocker pri orto

the Crocker Merge r.
36 Vice President. M r. Reece is responsible for the operations of the

Company's Piedmon t Triad area properties. Mr. Reece joined the Compa ny in

connection with t he Company's merger with Forsyth.

John E. Reece Il

In addition, H. Gene Anderson has agreed to se\gedirector and senior vice president of the Cawpgon completion of the Anderson
Transaction. Mr. Anderson will be responsible toe bperations of the Company's Atlanta properli's Anderson was the founder and
president of Anderson Properties. See "Recent Dpuatnts -- Acquisition of Suburban Atlanta Propexti

USE OF PROCEEDS

The net cash proceeds to the Company from theosée Preferred Shares offered hereby are expéated approximately $121.7 million
(approximately $140.0 million if the Underwritedser-allotment option is exercised in full). Ther@many intends to contribute or otherwise
transfer the net proceeds of the sale of the Rezfe8hares to the Operating Partnership in exchimggeries A Preferred Units in the
Operating Partnership, the economic terms of whiidhbe substantially identical to the Preferredags. The Operating Partnership will be
required to make all required distributions on $ezies A Preferred Units (which will mirror the pagnts of distributions, including accrued
and unpaid distributions upon redemption, and efliduidation preference amount on the Preferreat&) prior to any distribution of cash
assets to the holders of Units or to the holdeengfother interests in the Operating Partnerghipept for any other series or preference units
ranking on a parity with the Series A Preferredtdais to distributions and/or liquidation rightslaxcept for distributions required to enable
the Company to maintain its qualification as a REIfie Company expects to use the net proceeds/tdgvan the indebtedness currently
outstanding on its Revolving Loan and to fund pagdicquisition and development activity. See "Mamagnt's Discussion and Analysis of
Financial Condition and Results of Operations"datescription of the Revolving Loan. As of Februayy 997, the Company had $69 million
outstanding under the Revolving Loan with integstruing on such amounts at an average interesof#.91%. Pending such uses, the net
proceeds may be invested in short-term income mindunvestments such as commercial paper, goverhsaeurities or money market
funds that invest in government securities.
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CAPITALIZATION

The following table sets forth the capitalizatidrttee Company as of September 30, 1996 and on fopra basis assuming that (i) the
issuance of the 125,000 Preferred Shares offenedbyend application of the net proceeds ther@pthé completion of the Century Center
Transaction, (iii) the completion of the Andersamfsaction, (iv) the issuance in December 1998@9t587,500 shares of Common Stoc

a price of $29 per share and 1,093,577 shareswih@m Stock at an average price of $28.95 per sirad¢he application of the net proceeds
thereof and (v) the sale of the Notes and the egiptin of the net proceeds thereof, all had ocduaeof September 30, 1996. The informe
set forth in the table should be read in conjumctidth the financial statements and the notes tbéneorporated herein by reference and the
pro forma financial information and the notes theiacluded elsewhere in this Prospectus Supplement

SEPTEMBER 30, 19 96
HISTORICAL AS ADJUSTED
(IN THOUSANDS)
Debt:
Revolving Loan......cccevvveeiiieiiieeeees e $ 245,000 $ -(1)
Mortgages and notes payable...........ccccccceee. 352,734 355,634
6 3/4% Notes due 2003........ccccevvevrceencees e - 100,000
7% Notes due 2006........cccceevevevcveeiceeee e - 110,000
Total debt....cooiiiiiiiiiiieeeeee 597,734 565,634
Minority interest in the Operating Partnership..... 92,283 172,746
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), 0 s hares
and 125,000 shares, respectively,
issued and outstanding......ccccoccveeeeeeeeee e - 125,000

Common Stock, $.01 par value; 100,000,000 authori
shares and 35,469,199 shares, respectively, is

zed, 31,788,067
sued and outstanding

(2) i e 318 355
Additional paid-in capital.......ccccccoeeeeeeee. s 670,032 773,111
Accumulated defiCit......ccooveeeivccic s (8,224) (12,065)

Total stockholders' equity.........ccccceeeee. 662,126 886,401

Total capitalization.........cocceevveeeeee. e $1,352,143 $ 1,624,781

(1) Excludes $69.0 million drawn under the Revaodviroan in connection with acquisitions completedsaguent to September 30, 1996. See
"Recent Developments.”

(2) Excludes (a) 4,254,528 (historical) and 7,089,6s adjusted) shares of Common Stock that mégsbed upon redemption of Units
(which are redeemable by the holder for cash dheaCompany's option, shares of Common Stock @meafor-one basis) issued in
connection with the formation of the Company anldssguent property acquisitions, (b) 915,000 shafr€ mmon Stock reserved for
issuance upon exercise of options granted pursadahe Amended and Restated 1994 Stock Option Rix250,000 shares of Common
Stock that may be issued upon the exercise of wargranted to certain officers in connection veigitain property acquisitions and (d)
354,000 shares of Common Stock that may be issped redemption of Units that may be issued in cotioe with certain property
acquisitions and (e) 54,056 shares of Common Stwtkmay be issued in connection with the EakinnitB Transaction.
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SELECTED FINANCIAL DATA

The following table sets forth selected financiadl @perating information for the Company on a norfa basis for the year ended December
31, 1995 and as of and for the nine months endpteBder 30, 1996. The following table also setthfeelected financial and operating
information on an historical basis for the Compé#arythe period from June 14, 1994 (commencemenpefations) to December 31, 1994,
for the year ended December 31, 1995 and for the mionths ended September 30, 1996 and 1995. fédmecfal data for the nine-month
periods ended September 30, 1996 and 1995 is deriom unaudited financial statements. The othéa das derived from unaudited
information maintained by the Company. The follogvinformation should be read in conjunction witk financial statements and notes
thereto incorporated by reference in the accompaniyrospectus and the pro forma financial statesreamd notes thereto included herein and
incorporated by reference in the accompanying Rasg and with "Management's Discussion and AmalylsiFinancial Condition and
Results of Operations" included herein and incaafeat by reference in the accompanying Prospectus.

The pro forma operating data for the year endeceBéder 31, 1995 assumes that the following transagtll occurred as of January 1, 1995:
(i) the merger with Forsyth and its affiliates (thrsyth Transaction"), (ii) the acquisition oftproperties located in the Research Commons
office park (the "Research Commons Propertiesf) t(ie issuance of 5,640,000 shares of CommonkSthe "February 1995 Offering"), (it
the issuance of 4,774,989 shares of Common StheK'fugust 1995 Offering"), (v) acquisitions ofadl of 77 Properties and 68 acres of
Development Land (the "Other 1995 Acquisitions"),

(vi) the merger with Eakin & Smith, Inc. and itdikédites (the "Eakin & Smith Transaction"), (vilé issuance of 11,500,000 and 250,000
shares of Common Stock (the "Summer 1996 Offerindeili) the merger with Crocker Realty Trust, Ir{the "Crocker Merger"), (ix) the
issuance of the Notes, (x) the issuance of 2,587,601,626, 344,752 and 137,198 shares of Comnurk $the "December 1996 Offerings
(xi) the Century Center Transaction, (xii) the Arsten Transaction and (xiii) this Offering. The fooma balance sheet as of September 30,
1996 assumes that the issuance of the Notes, theniler 1996 Offerings, the Century Center Trangacthe Anderson Transaction and this
Offering occurred on September 30, 1996. The pnméooperating data for the nine months ended SdyeB80, 1996 assumes that the Eakin
& Smith Transaction, the Summer 1996 Offerings,@ecker Merger, the issuance of the Notes, theeBder 1996 Offerings, the Century
Center Transaction, the Anderson Transaction aisdXffering occurred as of January 1, 1995.

The pro forma information is based upon certaingggions that are included in the notes to thefpnma financial statements included
herein and the pro forma financial statements thetdlior incorporated by reference in the accompanyiospectus. 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 dqasport to represent the future financial pasitand results of operations for future peri
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UNAUDITED

UNAUDITED HISTORICAL UNAUDITED
PRO FORMA PRO FORMA JUNE 14,
NINE MONTHS ENDED  NIN E MONTHS ENDED  YEAR ENDED YEAR ENDED 1994 TO
SEPTEMBER 30, s EPTEMBER 30 DECEMBER 31, DECEMBER 31, D ECEMBER 31,
1996(1) 199 6 1995  1995(1) 1995 1994
(DOLLA RS IN THOUSANDS EXCEPT PER SHARE AMOUNTS)

OPERATING DATA:
Total revenue........ $ 159,104 $ 87 , 766 $ 50,924 $ 194,871 $73,522 $19,442
Rental property
operating expenses

() IR 45,724 22 ,210 11,917 54,418 17,049 5,110
General and

administrative..... 4,237 3 , 766 1,813 4,218 2,737 810
Interest expense..... 28,489 15 ,074 9,935 40,380 13,720 3,220
Depreciation and

amortization....... 26,077 13 ,357 7,612 30,880 11,082 2,607
Income before

minority interest.. 54,577 33 ,359 19,647 64,975 28,934 7,695
Minority interest.... (7,671) 5 ,205)  (3,451) (8,942)  (4,937) (808)

Income before

item......ccce..... 46,906 28 ,154 16,196 56,033 23,997 6,887
Extraordinary item-
loss on early
extinguishment of
debt............... - (2 ,140) (875) - (875) (1,273)
Net income........... 46,906 26 ,014 15,321 56,033 23,122 5,614
Series A Preferred
Share dividends...... (8,086) - - (10,781) - -
Net income available
for common shares.... $ 38,820 $ 26 ,014 $ 15321 $ 45252 $23,122 $ 5,614
Net income per common
share.............. $ 109 $ 110 $ 105 $ 128 $ 149 $ .63
BALANCE SHEET DATA
(AT END OF PERIOD):
Real estate, net of
accumulated

depreciation....... $ 1,515,742  $1,320 , 758 $ 522,144 $ - $593,066 $207,976
Total assets......... 1,653,573 1,380 910 616,950 - 621,134 224,777
Total mortgages and
notes payable...... 355,634 597 ,734 181,752 - 182,736 66,864
OTHER DATA:
FFO (3)..cveeveennen. 72,568 46 ,929 27,199 85,074 40,016 10,302

Cash flow provided by
(used in) (4)

Operating
activities...... 81,828 a7 ,890 29,578 99,008 43,169 13,150
Investing
activities...... (506,376) (416 ,097) (80,626) (548,311) (136,032) (107,363)
Financing
activities...... 450,295 381 247 119,666 450,257 93,443 100,471
EBIDA (5)............ 109,143 61 ,790 37,194 136,235 53,736 13,522
Ratio of earnings to
fixed charges (6).. 2.27 3.17 2.98 2.06 3.11 3.39

Ratio of FFO before
fixed charges to

fixed charges (7).. 2.89 4.58 4.12 2.56 4.31 5.15
Number of

in-service

properties......... 315 280 180 303 191 44
Total rentable square

feet..ovoennnnn. 19,226,553 16,736 ,000 8,530,000 18,226,000 9,215,171 2,746,219

(1) See "Highwoods Properties, Inc. Pro Forma Firerinformation."

(2) Rental property operating expenses includeisalareal estate taxes, insurance, repairs andt@maince, property management, security,
utilities, leasing, development, and constructinpesmses.
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(3) FFO is defined as net income, computed in aaowe with generally accepted accounting princifl@s®\AP"), excluding gains (losses)
from debt restructuring and sales of property, gleigreciation and amortization and after adjustmémtunconsolidated partnerships and
joint ventures. Management generally considers fFae a useful financial performance measuremeahaquity REIT because, togetl

with net income and cash flows, FFO provides inmestvith an additional basis to evaluate the ahdfta REIT to incur and service debt and
to fund acquisitions and other capital expendituF€%D does not represent net income or cash floavs bperating, investing or financing
activities as defined by GAAP. It should not be sidered as an alternative to net income as anatatiof the Company's operating
performance or to cash flows as a measure of liyuiFO does not measure whether cash flow isaefft to fund all cash needs including
principal amortization, capital improvements anstributions to stockholders. Further, funds fronempions statistics as disclosed by other
REITs may not be comparable to the Company's cationl of FFO.

(4) Reflects the Company's cash flows and pro facash flows from operating, investing and financaagvities. Pro forma cash flows from
operating activities represents net income plusrime allocable to minority interest, depreciatiomeital properties and amortization of
deferred expenses, line of credit fees and theafagtwinding certain interest rate swap agreeméiitere are no pro forma adjustments for
changes in working capital items. This unauditealfprma cash flow data is not necessarily indi@at¥ what actual cash flows would have
been assuming the transactions described in tredinttion to the table had been completed as df¢lginning of each of the periods
presented, nor does it purport to represent cas¥sffrom operating, investing and financing aci@atfor future periods.

(5) EBIDA means earnings before interest expensgratiation, amortization and minority interest.|BB is computed as income from
operations before extraordinary items plus inteegpense, depreciation and amortization. The Cosnpatieves that in addition to cash flc
and net income, EBIDA is a useful financial perfarmoe measurement for assessing the operating penfce of an equity REIT, because,
together with net income and cash flows, EBIDA jideg investors with an additional basis to evaltia¢eability of a REIT to incur and
service debt and to fund acquisitions and otheita@lagxpenditures. To evaluate EBIDA and the treibdepicts, the components of EBIDA,
such as rental revenues, rental expenses, rete &stas and general and administrative expenlses|dsbe considered. See "Management's
Discussion and Analysis of Financial Condition &webults of Operations” included herein and incluolethcorporated by reference in the
accompanying Prospectus. Excluded from EBIDA ararfting costs such as interest as well as depmcatd amortization, each of which
can significantly affect a REIT's results of oparas and liquidity and should be considered in eatihg a REIT's operating performance.
Further, EBIDA does not represent net income oh ¢lasvs from operating, financing and investingities as defined by GAAP and does
not necessarily indicate that cash flows will b#fisient to fund cash needs. It should not be cdeied as an alternative to net income as an
indicator of the Company's operating performanceaash flows as a measure of liquidity.

(6) The ratio of earnings to fixed charges is cotagas income from operations before extraordiitaryis plus fixed charges (excluding
capitalized interest) divided by fixed charges.déixxharges consist of interest costs, includingréizadion and debt discount and deferred
financing fees, whether capitalized or expensed,tha interest component of rental expense.

(7) The ratio of FFO before fixed charges to fixdgrges is calculated as FFO plus fixed chargess{sting primarily of interest expense),
excluding amortization of debt discount and def@éfieancing fees divided by fixed charges. The Camypbelieves that in addition to the
ratio of earnings to fixed charges, this ratio pdeg a useful measure of a REIT's ability to servis debt because of the exclusion of non-
cash items such as depreciation and amortizatin the definition of FFO. This ratio differs fronGAAP-based ratio of earnings to fixed
charges and should not be considered as an alternathat ratio. Further, funds from operatiotatistics as disclosed by other REITs may
not be comparable to the Company's calculation~@.F
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1996

The following discussion and analysis of the finahcondition and results of operations of the Campfor the nine months ended Septer
30, 1996 should be read in conjunction with tharficial statements and notes thereto and "Manag&nizistussion and Analysis of
Financial Condition and Results of Operations" mpooated by reference in the accompanying Prospectu

RESULTS OF OPERATIONS
NINE MONTHS ENDED SEPTEMBER 30, 1996

Revenue from rental operations increased $33.8omjlbr 68%, from $49.6 million for the first nimeonths of 1995 to $83.4 million for the
first nine months of 1996. The increase is a resulbe properties acquired during February 19%%ctvonly contributed partially to revenue
in 1995, as well as the acquisitions made in sulesggperiods in 1995 and during the nine montheeé®Beptember 30, 1996. In total, 147
properties encompassing 6.5 million square feeevaelded to the portfolio in 1995 and 89 propeesompassing 7.5 million square feet
were added in the first nine months of 1996.

During the nine months ended September 30, 199B|e2&es representing 2.4 million square feetfadofnd industrial space commence!
an average rate per square foot 6.2% higher treavbrage rate per square foot on the expireddehserest and other income increased
million from $1.3 million for the first nine monthsf 1995 to $4.4 million for the first nine montb61996. The increase is related to an
increase in cash available for investment for tine months ended September 30, 1996 from the Surh@8&& Offerings and an increase in
third-party management and leasing income.

Rental operating expenses increased $10.3 mikinB7%, from $11.9 million for the first nine mostbf 1995 to $22.2 million for the first
nine months of 1996. Rental expenses as a pereeafaglated rental revenues increased from 24@9he first nine months of 1995 to
26.6% for the first nine months of 1996. The insee& a result of an increase in the percentagéioé properties in the portfolio, which
have fewer "triple net" leases, and approximat@9d000 in additional expenses relating to snoworahand the severe winter weather in
1996. Depreciation and amortization for the ninexthe ended September 30, 1996 and 1995 was $1Bignmaind $7.6 million, respectivel
The increase of $5.8 million, or 76%, is due toiti@ease in depreciable assets noted above. $hexpense increased $5.2 million, or 53%,
from $9.9 million for the first nine months of 1985$15.1 million for the first nine months of 199he increase is attributable to the incr

in outstanding debt related to the Company's atgurisand development activities. Interest expeios¢he nine months ended September 30,
1996 and 1995 included $1.3 million and $1.2 miljicespectively, of amortization of non-cash defériinancing costs and of the costs
related to the Company's interest rate protectipreanents. General and administrative expensesased from 3.7% of total rental revenue
in 1995 to 4.7% in 1996. This increase is attribledo the addition of two regional offices asstaiawith the Richmond and Nashville
acquisitions. The duplication of certain persorswts during the acquisition of Crocker also ctmtied to higher general and administrative
expenses for the nine months ended September 86, $8ch duplicative costs are expected to be méitad in the fourth quarter of 1996 as
the Company realizes the planned synergies fronCtbeker Merger.

Net income before minority interest and extraordiritem equaled $33.4 million and $19.6 million fbe ninemonth periods ended
September 30, 1996 and 1995, respectively. Tha@xtinary item consisted of prepayment penaltiearired in connection with the
extinguishment of certain debt assumed in the Groblerger. The Company's net income allocateddarimority interest totaled $5.2
million and $3.5 million for 1996 and 1995, respesly.

LIQUIDITY AND CAPITAL RESOURCES

The Company generated $47.9 million in cash flamfroperating activities and $381.2 million in célshv from financing activities for the
nine months ended September 30, 1996. The cashridovfinancing activities is a result of the isaoa of 11.75 million shares of the
Common Stock in the Summer 1996 Offerings. The Compitilized $416.7 million of this cash flow toviest in real property assets,
primarily development in process, an acquisitioaoB48,000-square foot office portfolio in NaskyilTennessee through the Eakin & Smith
Transaction and the acquisition of Crocker.
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The Company generated $106.7 million in cash fleva @esult of the issuance of 3,681,076 shardseo€bmmon Stock in the December
1996 Offerings. The Company used the proceeds fhenDecember 1996 Offerings to pay down indebtesinpatstanding on its Revolving
Loan and to fund development and acquisition agtivi

The Company's total indebtedness at February 7, 488 $629.3 million and was comprised of (i) tB@2 Notes and the 2006 Notes in
aggregate principal amounts of $100 million andGddllion, respectively, (i) $311.3 million of coentional fixed rate mortgage
indebtedness with an average rate of 8.3%,

(iii) $34.0 million outstanding under variable rat®rtgages (see below for a discussion of inteegstprotection agreements), (iv) $69.0
million under the Company's $280 million unsecurelolving Loan, and (v) a 9%, $5.0 million unseclnete.

The Revolving Loan requires monthly payments ofriest only, with the balance of all principal ardraed but unpaid interest due on
October 31, 1999. The interest rate on the Revgliiman is LIBOR plus 135 basis points and will &tjoased on the Company's senior
unsecured credit rating within a range of LIBORspl00 basis points to LIBOR plus 175 basis poists:ebruary 1, 1997, one-month
LIBOR was 5.47%.

To protect the Company from increases in intenggérse due to fluctuations in its variable ratetgages and Revolving Loan, the
Company: (i) purchased an interest rate collartiigiits exposure to an increase in one-month LIBOR.4% with respect to $80 million of
the $280 million Revolving Loan and (ii) enteredbiinterest rate swaps that limit its exposurertangrease in the interest rates to 7.23% in
connection with the $34.0 million of variable ratertgages. The interest rate on the Company'shiariate debt is adjusted at monthly
intervals, subject to its interest rate protecpoogram. The Company is exposed to certain losstiwievent of non-performance by the
counterparties under the collar and swap arrangesm€he counterparties are major financial indtitug and are expected to fully perform
under the agreements. However, if they were toulefm their obligations under the arrangements,Gbmpany could be required to pay the
full rate under the Revolving Loan and the varialle mortgages, even if such rate were in exdetbeoate in the collar and swap
agreements. In addition, the Company may incurrothgable rate indebtedness in the future. In@eds interest rates on its indebtedness
could increase the Company's interest expenseaurd adversely affect the Company's cash flow.

The 2003 Notes and the 2006 Notes are direct, unsgé@nd unsubordinated obligations of the Opegdiartnership and rank PARI PASSU
with each other and all other unsecured and unsiitrted indebtedness of the Operating Partnersbip fime to time outstanding. Howev
the Notes are effectively subordinated to mortgagesother secured indebtedness of the OperatirigePship. Interest on the 2003 Notes
and the 2006 Notes accrues at the annual rate8/@P6 and 7%, respectively, and is payable semmually in arrears on June 1 and Decel
1 of each year, commencing June 1, 1997. The Nw&erot subject to any mandatory sinking fund. Ezfdhe 2003 Notes and the 2006
Notes may be redeemed at any time at the optitimeoDperating Partnership, in whole or from timéitee in part, at a redemption pri

equal to the sum of (i) the principal amount of Nwtes (or portion thereof) being redeemed plususctinterest thereon to the redemption
date and (ii) a "make-whole amount".

In connection with the Crocker Merger, the Compaasgumed a $140 million mortgage note (the "Mortddge"), which remained
outstanding after completion of the transactiore Mortgage Note is secured by 46 of the Crockep&tt@s (the "Mortgage Note
Properties"), which are held by AP Southeast Pliotfeartners, L.P. (the "Financing PartnershipheTompany has a 99.99% economic
interest in the Financing Partnership, which is awgd, indirectly, by the Company. The Mortgage Ne& conventional, monthly pay, first
mortgage note in the principal amount of $140 wrillissued by the Financing Partnership. The Moggdsgte is a limited recourse obligation
of the Financing Partnership as to which, in then¢wf a default under the indenture or the morgagcourse may be had only against the
Mortgage Note Properties and other assets thatlieem pledged as security therefor. The Mortgage Was issued to Kidder Peabody
Acceptance Corporation | pursuant to an indentaieed March 1, 1994 (the "Mortgage Note Indentyr@t)ong the Financing Partnership,
Bankers Trust Company of California, N.A., and BarskTrust Company.

The Mortgage Note bears interest on its outstangingipal balance at the rate of 7.88% per anrauhject to increase in the event of a
default in the payment of any amount due, and matan January 3, 2001.
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The Mortgage Note provides for scheduled monthiynpents of interest only, which are due on the fisdiness day of each calendar month.

The Mortgage Note Indenture provides for a lockmeriod that prohibits optional redemption paymémt®espect of principal of the Mortga
Note (other than a $7 million premir-free redemption payment) prior to November 22, 199treafter, the Financing Partnership may n
optional redemption payments in respect of prinajfhéhe Mortgage Note on any distribution datehjeat to the payment of a yield
maintenance charge in connection with such paymmatie prior to August 1, 2000.

Historically, rental revenue has been the princmairce of funds to pay operating expenses, deliteeand capital expenditures, excluding
non+ecurring capital expenditures. In addition, comstion management, maintenance, leasing and mamsgdéees have provided source
cash flow. The Company presently has no plans fjontapital improvements to the existing Propsrteher than normal recurring non-
revenue-enhancing expenditures. The Company exfzeniset its short-term liquidity requirements gailg through its working capital and
net cash provided by operating activities alondhliie borrowings under the Revolving Loan. The Canypexpects to meet certain of its
financing requirements through long-term securatiarsecured borrowings and the issuance of additiebt or equity securities of the
Company. In addition, the Company anticipatesairii the Revolving Loan to fund construction andelepment activities. The Company
does not intend to reserve funds to retire indet@ss under the Revolving Loan upon maturity. Irstéee Company will seek to refinance
such debt at maturity or retire such debt throdghissuance of additional equity or debt securifib® Company anticipates that its available
cash and cash equivalents and cash flows from tipgactivities, together with cash available froorrowings and other sources, will be
adequate to meet the capital and liquidity neede®fCompany in both the short and long-term.

FUNDS FROM OPERATIONS AND CASH AVAILABLE FOR DISTRI BUTIONS

The Company considers funds from operations ("FE@WYe a useful financial performance measure ®biberating performance of an eq
REIT because, together with net income and castsfl&FO provides investors with an additional b&sisvaluate the ability of a REIT to
incur and service debt and to fund acquisitionsa@thér capital expenditures. Funds from operatdwes not represent net income or cash
flows from operations as defined by GAAP, and FIROud not be considered as an alternative to meime as an indicator of the Compal
operating performance or as an alternative to iasls as a measure of liquidity. Funds from operatidoes not measure whether cash flow
is sufficient to fund all of the Company's cashdsmcluding principal amortization, capital impements and distributions to stockholders.
Funds from operations does not represent cash fimnsoperating, investing or financing activitias defined by GAAP. Further, FFO as
disclosed by other REITs may not be comparablagdtompany's calculation of FFO, as described helow

Funds from operations is defined as net income feaed in accordance with generally accepted acemyiptinciples) excluding gains (or
losses) from debt restructuring and sales of ptgpplus depreciation of real estate assets, aed afljustments for unconsolidated
partnerships and joint ventures. In March 1995, EARissued a clarification of the definition of FFDhe clarification provides that
amortization of deferred financing costs and deptEn of non-real estate assets are no longee tadoed back to net income in arriving at
FFO. Cash available for distribution is defined=&© reduced by non-revenue enhancing capital exjpees for building improvements and
tenant improvements and lease commissions relatseicond generation space.
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Funds from operations and cash available for thstion for the three and nine months ended SepteB8thel 996 and 1995 are summarize
the following table (in thousands):

THREE MONTHS ENDED NINE MONTH S ENDED
SEPTEMBER 30, SEPTEMBE R 30,
1996 1995 1996 1995
FUNDS FROM OPERATIONS:
Income before minority interest and extraordinary i tem......... $14,223 $7,939 $33,359 $19,647
Add (deduct):
Depreciation and amortization..........cccc...... . .. 5,459 3,069 13,357 7,612
Minority interest in Crocker's depreciation...... ... (117) - (117) -
Third-party service company cash flow...........~ ... 75 45 330 (60)
FUNDS FROM OPERATIONS BEFORE MINORITY INTEREST ............ $19,640 $10,963 $46,929 $27,199
CASH AVAILABLE FOR DISTRIBUTION:
Add (deduct):
Rental income from straight-line rents........... . ... (837) (368) (1,752) (898)
Amortization of deferred financing costs......... ... 461 385 1,288 1,215
Non-incremental revenue generating capital expend itures (1):
Building improvements paid...........ccooee.. (818) (297) (2,018) (838)
Second generation tenant improvements paid.... ... (864) 475) (2,172) (1,388)
Second generation lease commissions paid...... ... 477) (314) (1,056) (746)
CASH AVAILABLE FOR DISTRIBUTION......cccc... . e, $17,105 $9,894 $41,219 $24,544
Weighted average shares/Units outstanding (2)...... ... 35,895 20,512 27,748 17,301
DIVIDEND PAYOUT RATIO:
Funds from operations.......ccccoceveeeeeneees L 87.7% 84.2% 81.6% 82.7%
Cash available for distribution........cc.c...... . . 100.7% 93.3% 92.9% 91.6%

(1) Amounts represent cash expenditures.

(2) Assumes conversion of limited partnership Umitthe Operating Partnership to shares of the GmyppMinority interest Unit holders and
the stockholders of the Company share equally par &hare and per Unit basis; therefore, the i@sufter share information is unaffected by
the conversion.

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

This Prospectus Supplement and the accompanyirgp@etus, including documents incorporated by refsgderein and therein, contain
forward-looking statements within the meaning oft®a 27A of the Securities Act of 1933, as amended Section 21E of the Securities
Exchange Act of 1934, as amended. These statemenidentified by words such as "expect," "antitgga’should" and words of similar
import. Forward-looking statements are inherentlyjsct to risks and uncertainties, many of whichnza be predicted with accuracy and
some of which might not even be anticipated. Fuawents and actual results, financial and othermegy differ materially from the results
discussed in the forward-looking statements. Fadtwat might cause such a difference include, teihat limited to, those discussed in this
section and "Management's Discussion and AnalydResults of Operations and Financial Conditiond &Risk Factors" included or
incorporated by reference in the Prospectus.
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HIGHWOODS PROPERTIES, INC.
PRO FORMA FINANCIAL INFORMATION

The accompanying unaudited Pro Forma Condensedolideited Statement of Operations for the year erf@szember 31, 1995 assumes
the following transactions all occurred as of Japuda 1995: (i) the Forsyth Transaction,

(i) the acquisition of the Research Commons Prigeer(iii) the February 1995 Offering, (iv) the gust 1995 Offering, (v) the Other 1995
Acquisitions, (vi) the Eakin & Smith Transactiowijif the Summer 1996 Offerings, (viii) the Crockderger, (ix) the sale of the Notes, (x)
December 1996 Offerings,

(xi) the Century Center Transaction, (xii) the Arstn Transaction and (xiii) this Offering. The Fmrma Condensed Consolidated Balance
Sheet as of September 30, 1996 assumes that tlamgsof the Notes, the December 1996 OfferingsCémtury Center Transaction, the
Anderson Transaction and this Offering occurreeptember 30, 1996. The Pro Forma Condensed Cdataali Statement of Operations
the nine months ended September 30, 1996 assuatabeélEakin & Smith Transaction, the Summer 19¢@ridgs, the Crocker Merger, the
issuance of the Notes, the December 1996 OfferthgsCentury Center Transaction, the Anderson Betiten and this Offering occurred as
of January 1, 1995. These unaudited statementddsheuead in conjunction with the financial stagsns and notes thereto of the Company
and "Management's Discussion and Analysis of Fimh@ondition and Results of Operations" includeddin or incorporated by reference
the accompanying Prospectus. In the opinion of mement, the pro forma condensed consolidated fiabimformation provides all
adjustments necessary to reflect the effects oltze transactions.

The pro forma condensed consolidated financialrmédion is unaudited and is not necessarily indieatf the consolidated results which
would have occurred if the transactions had beaswomated in the periods presented, or on anycphatidate in the future, nor does it
purport to represent the financial position, resoftoperations or changes in cash flows for fupeeods.
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HIGHWOODS PROPERTIES, INC.

PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET
SEPTEMBER 30, 1996
(UNAUDITED, IN THOUSANDS)

CENTURY
DECEMBER 1996  CENTER ANDERSON
HISTORICAL N OTES OFFERINGS TRANSACTION TRANSACTI ON OFFERING
(A) (B) © (D) (E) (F) PRO FORMA
ASSETS
Real estate assets, net...... $1,320,758 $ - $-- $ 123,500 $71,484 $ - $1,515,742
Cash and cash equivalents.... 19,305 37,652 31,396 88,353
Restricted cash.............. 11,532 11,532
Accounts and notes
receivable.... 8,717 8,717
Accrued straig e rents
receivable................. 4,957 4,957
Other assets..........c...... 15,641 8,631 24,272
$1,380,910 8,631 $ 37,652 $ 123,500 $71,484 $31,396 $1,653,573
LIABILITIES AND STOCKHOLDERS'
EQUITY
Mortgages and notes payable.... $ 352,734 $( 25,183) $-- $ 19,400 8,683 $ - $ 355,634
Revolving loan................. 245,000 (1 76,186) (68,814) 53,100 37,179 (90,279) --
6 3/4% Notes due 2003........ 1 00,000 - - - 100,000
7% Notes due 2006............ 1 10,000 - - - 110,000
Accounts payable, accrued
expenses and other
liabilities................... 28,767 - - - 28,767
Total liabilities............ 626,501 8,631 (68,814) 72,500 45,862 (90,279) 594,401
Minority interest.............. 92,283 - 54,841 25,622 172,746
Stockholders' equity
Preferred stock - - - - - 125,000 125,000
Common stock. . 318 37 - - 355
Additional paid in capital... = 670,032 106,429 -- - (3,325) 773,136
Accumulated deficit.......... (8,224) - (3,841) - (12,065)
Total stockholders' equity... 662,126 - 106,466 (3,841) - 121,675 886,426
$1,380,910 $ 8,631 $ 37,652 $ 123,500 $71,484 $31,396 $1,653,573

See Notes to Pro Forma Condensed Consolidated BatanSheet
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HIGHWOODS PROPERTIES, INC.

NOTES TO PRO FORMA
CONDENSED CONSOLIDATED BALANCE SHEET
AS OF SEPTEMBER 30, 1996
(UNAUDITED, IN THOUSANDS)

(A.) Reflects the Company's historical balance shestained in the Company's Quarterly Report omFd0-Q for the quarter ended
September 30, 1996.

(B.) Reflects the sale of the Notes and the repaymieapproximately $176,186 of the Revolving Lot repayment of $25,183 of the
Company's mortgages and secured notes payabléaicdpitalization of the discount, underwriters'sfand other expenses associated with
the sale of the Notes, including the settlememnanifous interest rate swap agreements, to be aradrtiver the respective terms of the Notes.

(C.) Reflects the December 1996 Offerings and épayment of $68,814 of the Revolving Loan and tivestment of $37,652 in cash and
cash equivalents.

(D.) Reflects the purchase price of $128,100 (wihictudes approximately $4,600 of prepayment p@wmlssociated with the repayment of
certain indebtedness) for the Century Center Tiaitsg which was funded through the assumption $1%,400 mortgage loan, the issuance
of $55,600 in Units (offset by $759 for minoritytémest share in prepayment penalties) and a cashqa of $53,100.

(E.) Reflects the purchase price of $71,484 forAhderson Transaction, which was funded througred®imption of $8,683 of mortgage
indebtedness, the issuance of $25,622 in Unitsaarash payment of $37,179.

(F.) Reflects the Offering and the repayment of,$99 of the Revolving Loan and the investment df,$86 in cash and cash equivalents.
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HIGHWOODS PROPERTIES, INC.

PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERA TIONS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1996
(UNAUDITED, IN THOUSANDS EXCEPT PER SHARE DATA)

PRE-ACQUISITION

RESULTS DECEMBER
CROCKER CROCKER 1996 CENTURY

HISTORICAL EAKIN & SMITH HISTORIC AL ACQUISITIONS PRO FORMA NOTES OFFERINGS CENTER ANDERSON

(A) (B) ©) (D) ADJUSTMENTS (M) (N) T RANSACTION TRANSACTION
REVENUE:
Rental
property..... $83,366 $3,000 $47,37 2 $520 $ 900(E) -- - $14,656(0) $ 5,802(R)
Other
income....... 4,400 512 2,60 7 12 (4,043)(F) -- - - -

87,766 3,512 49,97 9 532 (3,143) -- - 14,656 5,802
OPERATING
EXPENSES:
Rental
property..... 22,210 957 17,17 0 179 (1,640)(G) 5,189(0) 1,659(R)
Depreciation
and
amortization... 13,357 526 8,51 6 108 351(H) - - 2,316(P) 903(P)
Interest
expense:
Contractual... 13,786 739 15,05 5 215 (1,754)(1) 234 (3,612) 3,828(Q) 2,282(Q)
Amortization
of deferred
financing
costs....... 1,288 - 84 9 - 475)J) 794 -- -

15,074 739 15,90 4 215 (2,229) 1,028 (3,612) 3,828 2,282
General and

administrative.. 3,766 153 4,13
Income before

minority

interest..... 33,359 1,137 4,25 5 30 4,191 (1,028) 3,612 3,323 958
Minority

interest..... (5,205) - - - (2,466)(L) - -

Income before

extraordinary

item......... $28,154 $1,137 $ 4,25 5 $30 $1,725 $(1,028) $ 3,612 $3,323 $ 958
Series A

Preferred

Share

dividends... -- - - -- - --
Net income

available

for common

shares...... $28,154 $1,137 $ 4,25
Net income

per common

4 - (3.816)(K) ~ -

5 $30 $1,725 $(1,028) $ 3,612 $3323 $ 958

Weighted
average
shares......
OFFERING
(S) PRO FORMA
REVENUE:
Rental
property..... - $155,616
Other
income....... - 3,488
159,104
OPERATING
EXPENSES:
Rental
property..... -- 45,724
Depreciation
and
amortization... -- 26,077
Interest
expense:
Contractual... (4,740) 26,033
Amortization
of deferred
financing
....... - 2,456
(4,740) 28,489
General and
administrativ = -- 4,237
Income before
minority
interest..... 4,740 54,577



Minority

interest..... - (7,671)
Income before

extraordinary

item......... $4,740 $ 46,906
Series A

Preferred

Share

dividends... -- (8,086)
Net income

available

for common

shares...... $4,740 $ 38,820
Net income

per common

share.......
$ 1.09
Weighted
average
shares......
35,470

See Notes to Pro Forma Condensed Consolidated Staient of Operations
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HIGHWOODS PROPERTIES, INC.

NOTES TO PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1996
(UNAUDITED, DOLLARS IN THOUSANDS)

(A.) Reflects the Company's historical statemerdpdrations contained in its Quarterly Report om@0-Q for the nine months ended
September 30, 1996.

(B.) Reflects the historical statement of operagiohEakin & Smith, Inc. for the three months endiéatch 31, 1996, which was acquired by
the Company on April 1, 1996.

(C.) Represents the historical statement of opmratof Crocker for the period from January 1, 1896eptember 5, 1996.

(D.) Reflects the historical operations of the Towarc properties, which were acquired by Crockedamuary 16, 1996, adjusted on a pro
forma basis for interest and depreciation expeiasehe period from January 1, 1996 to Januaryl®8g, the date of the acquisition of
Towermarc. Depreciation expense is calculated erpthichase price allocated to buildings, site imenoents and tenant improvements with
depreciation calculated on a straight-line baser aseful lives of 40 years, 15 years and thedlifthe respective leases, respectively.

(E.) Reflects incremental rental income from a seimental lease agreement entered into in connewiittrnthe Crocker Merger. The lease
agreement was a condition of the Crocker Merger.

(F.) Reflects the elimination of certain third-paldasing and property management income of Crackeretained by the Company ($1,824)
and the elimination of interest income on shontrtémvestments advanced to a wholly owned subsidthaey"Merger Subsidiary") in
connection with the Crocker Merger ($2,219).

(G.) Reflects the net adjustment to rental propexiyenses to eliminate the costs related to ceattsats (primarily land held for developme
which were retained by the prior shareholders afcker ($800) and to eliminate certain other prgpeperating costs (primarily personnel
and office costs for duplicative property managenogerations) which have been eliminated upon dmeptetion of the Crocker Merger
($840).

(H.) Represents the net adjustment to depreciatpense based upon an assumed allocation of thhgae price to land, buildings and
development in process and building depreciationmged on a straighire basis using an estimated life of 40 yeardfaldings and 7 yea
for furniture, fixtures and equipment as follows:

Eakin & Smith Transaction.................... $( 73)
Crocker Merger.......cooceeveveeeeennnnnn. 4 24
Total.eeeeieiieeieeceen $(3 51)

(1) Represents the net adjustment to interestresgoéo reflect interest costs on the net increnhéotaiowings related to the Eakin & Smith
Transaction, the Crocker Merger (including effemitsefinancing of certain Crocker mortgage debtwiibrrowings under the Revolving
Loan) and the issuance of 11,750,000 shares of Gon®8tock. The adjustments are as follows:

Eakin & Smith Transaction (1).............. $ 4 68
Crocker Merger (2).....cccoeeveeeennnnne. (2,2 22)
Total.oooiieiieeiieeciees $(1,7 54)

(1) $26,653 in incremental borrowings in the Ea%iBmith Transaction at an average rate under th@Rieig Loan of 7% for three months.

(2) The incremental effect of refinancing mortgalgbt with an average outstanding balance of $104a0@ an average rate of 10% with
borrowings under the Revolving Loan with an avenade of 7% for the for period from January 1, 199&eptember 30, 1996.
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(J.) Represents the incremental adjustment to &@atidn to reflect the commitment fee on the ReirgdM_oan and the reduction in the
amortization to reflect the Crocker mortgage logepmid.

(K.) Represents the net adjustment to general ddtrative expense to reflect the estimated incraalawosts (primarily salaries) to the
Company of operating a Nashville division and titeat the elimination of certain costs (primarilyezutive salaries, administrative costs, the
expenses incurred to generate third-party revendehe expenses to operate the public entity) otkkr not expected to be incurred by the
Company as follows (in thousands):

Eakin & Smith Transaction.................. $ a7
Crocker Merger.......coceevvvveeeeennnns (3,8 63)
Total.eooieeeieeiieeeiiees $(3,8 16)

(L.) Reflects the net adjustment to minority intr reflect the pro forma minority interest perage of 16.5%.

(M.) Reflects estimated interest expense on thedfir the nine months ended September 30, 1996, effective annual interest rate of
7.4% (which includes cash and amortization of defbpffering costs) less interest on debt repattl thie proceeds from the sale of the Nc

(N.) Reflects the estimated interest expense sawnghe Revolving Loan repaid with the proceedhefDecember 1996 Offerings.

(O.) Reflects the historical operations of the gmjes acquired in the Century Center Transactiortife nine months ended September 30,
1996.

(P.) Reflects the estimated depreciation expensedoapon an assumed allocation of the purchase fariand, buildings and development in
process and building depreciation computed onaég$ti-line basis using an estimated life of 40 gear

(Q.) Reflects the estimated interest expense oagkemed mortgages and notes payable at an avatagd 7.15% for the Century Center
Transaction and 8.78% for the Anderson Transa&i@hincremental borrowings under the Revolving Latan average rate of 7%.

(R.) Reflects the historical operations of the @mies to be acquired in the Anderson Transactiohfe nine months ended September 30,
1996.

(S.) Reflects the estimated interest expense savinghe Revolving Loan repaid with the proceedisfoffering.
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HIGHWOODS PROPERTIES, INC.
PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERA TIONS
FOR THE YEAR ENDED DECEMBER 31, 1995
(UNAUDITED, IN THOUSANDS EXCEPT PER SHARE DATA)

CROCKER TRA NSACTION
1995 PRE-CROCKER AND EAKIN & SMITH CROCKER PR E-ACQUISITION
HISTORICAL TRANSACTIONS EAKIN & SMITH TRANSACTIONS HISTORICAL RESULTS  PRO FORMA
) (B) PRO FORMA ©) (D) (E)  ADJUSTMENTS
REVENUE:

Rental property........ $71,217  $17,020 $88,237

$9,222 $ 42,489 $23,985 $ 1,200(F)
Other income

........... 2,305 50 2,355 2,542 1,777 2,380 (2,628)(G)

73,522 17,070 90,592 11,764 44,266 26,365 (1,428)
OPERATING EXPENSES:
2,977 13,601 9,619

Rental property........ 17,049 4,426 21,475

Depreciation and

amortization.......... 11,082 2,868 13,950 1,956 6,773

Interest expense:

Contractual........... 12,101 2,876 14,977

Amortization of

deferred financing

COSHS....coveienee 1,619 46 1,665
13,720 2,922 16,642

(2,030)(H)

4,881 (972)(1)

2,161 16,214 5,689 387(3)

594 -

- - 312(K)
2,161 16,808 5,689

699

General and

administrative........ 2,737 181 2,918 763 2,813 2,376 (4,652)(L)
Income before minority

interest.............. 28,934 6,673 35,607 3,907 4,271 3,800 5,627
Minority interest...... (4,937) (760) (5,697) -- -- (3,245)(M)
Income before

extraordinary item... $ 23,997 $ 5,913 $29,910
Series A Preferred

Share dividends -- --

$ 3,907 $ 4,271 $ 3,800 $ 2,282

Net income available

for common shares.... $23,997 $ 5,913 $29,910 $ 3,907 $ 4,271 $ 3,800
Net income per common

$2,282
Weighted average
shares..............

DECEMBER

1996 CE NTURY

NOTES OFFERINGS CE NTER  ANDERSON OFFERING

(N (0) TRAN SACTION TRANSACTION (T) PRO FORMA
<

REVENUE:
Rental property........ - - $1
Other income - - R

6,364(P) $6,948(S) --  $188,445
- - 6,426

- - 1 6,364 6,948 194,871
OPERATING EXPENSES:

Rental property........ - -
Depreciation and
amortization -- -

.......... 3,088(Q) 1,204(Q) -- 30,880
Interest expense:

Contractual........... 312 (4,816) 5,104(R) 3,042(R) (6,320) 36,750
Amortization of

deferred financing

COSHS...ccvviienee 1,059 - - - - 3,630

1,371 (4816) 5,104 3,042 (6,320) 40,380
General and
administrative -- - R

Income before minority

interest.............. (1,371) 4,816 1,665 433 6,320 64,975
Minority interest -- -- -

- - - (8,942)
Income before

extraordinary item... $(1,371) $4,816 $ 1,665 $ 433
Series A Preferred

Share dividends...... - - - - - - $(10,781)
Net income available

for common shares.... $(1,371) $4,816 $ 1,665 $ 433 $6,320 $45,252
Net income per common

6,507(P) 2,269(S) -- 54,418

- - - 4,218

$6,320 $56,033

$ 1.28

35,470

See Notes to Pro Forma Condensed Consolidated Staient of Operations.
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HIGHWOODS PROPERTIES, INC.

NOTES TO THE PRO FORMA CONDENSED CONSOLIDATED STATE MENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 1995
(UNAUDITED, DOLLARS IN THOUSANDS)

(A.) Represents the Company's historical staterfeoperations contained in its Annual Report onnfFdi0-K for the year ended December
31, 1995.

(B.) Reflects the February 1995 Offering and thguyst 1995 Offering and the historical operationfofsyth Properties, Inc. and its
affiliates, the Research Commons Properties an@ther 1995 Acquisitions, adjusted on a pro formsibfor interest and depreciation
expense, for the period of time during 1995 priotheir acquisition by the Company.

(C.) Represents the historical statement of opmratdf Eakin & Smith for the year ended Decemberl395.

(D.) Represents the historical statement of opamatof Crocker contained in its Annual Report omird0-K for the year ended December
31, 1995.

(E.) Reflects the historical operations of CrocRealty Investors, Inc., Crocker & Sons, Inc., CrercRealty Management Services, Inc., the
Sabal properties and the Towermarc propertiesséetjuon a pro forma basis for interest and depieniaxpense, for the period of time
during 1995 prior to their acquisition by Crockierterest expense reflects incremental indebtedoieggproximately $97,400 for the first half
of 1995 at an average rate of 9.94% and $57,80thésecond half of 1995 at an average rate oP® Flds loan cost amortization of $292.
Historical indebtedness was also reduced by $204006¢h was prepaid on December 28, 1995 using ttbegeds of a private placement. The
$20,000 had a fixed rate of interest of 11.5%. Bejattion is calculated using the respective purelaiees allocated to buildings, site
improvements and tenant improvements with deprieciatalculated on a straight-line basis over uskfak of 40 years, 15 years, and the life
of the respective leases, respectively.

(F.) Reflects incremental rental income from a sep@ntal lease agreement entered into in connewtitbrithe Crocker Merger. This
agreement was a condition of the Crocker Merger.

(G.) Reflects the elimination of certain third-peleasing and property management income of Croaieretained by the Company.

(H.) Reflects the net adjustment to rental properyenses to eliminate the costs related to ceattsats (primarily land held for developme
distributed to the stockholders of Crocker ($80) &or other property operating costs (primarilygoainel and office expenses related to
duplicative property management operations) eliteidaipon the completion of the Crocker Merger (30)2

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

Eakin & Smith Transaction.................... $(1 45)
Crocker Merger.......cooceevueeeeennennn. 8 27)
Totaleeeeeeeceeeceeceee, $(9 72)

(J.) Represents the net adjustment to interestnsep reflect interest costs on borrowings unldeRevolving Loan at an assumed rate of
7.0% capped

(the effective interest rate based on a 30-day [RB&te of 5.50% plus 1.50%)

and assumed debt as follows (in thousands):

Eakin & Smith Transaction (1).............. $2,6 67
Crocker Merger (2).......cocoevveeevnnnnns (2,2 80)
Total.oooiieiieeiieeciees $ 3 87

(1) $26,653 of borrowings under the Revolving Lae&@% plus $10,075 of assumed debt at 8.0%.
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(2) The incremental effect of $10,231 of borrowingeler the Revolving Loan at 7% and the effece@ihancing mortgage debt with an
outstanding balance of $100,000 and an averag®fa®@% with borrowings under the Revolving Loarihwan average rate of 7%.

(K.) Represents the amortization of the commitnfeat($937) on the Revolving Loan over the 36-mgrehiod.

(L.) Represents the net adjustment to general dstrative expense to reflect the estimated increaleosts to the Company of operating a
Nashville division (primarily salaries) and to et the elimination of certain costs (primarily extive salaries ($1,020), administrative cc
($1,875), the expenses incurred to generate thirtrpevenue ($994) and the expenses of operasitagpaiblic entity ($800) of Crocker not
expected to be incurred by the Company as follawthpusands):

Eakin & Smith Transaction.................. $ 37
Crocker Merger.......cocoeevvvveeeeennnns (4,6 89)
Total.eeeeeeeeieeecieecieees $(4,6 52)

(M.) Reflects the net adjustment to minority intr® reflect the pro forma minority interest of 3%.

(N.) Reflects estimated interest expense on thedNfar the nine months ended September 30, 1986 affective annual interest rate of 7.
(which includes cash and amortization of deferréerimg costs) less interest on debt repaid withgghoceeds from the sale of the Notes.

(O.) Reflects the estimated interest expense savanghe Revolving Loan repaid with the proceedhiefDecember 1996 Offerings.
(P.) Reflects the historical operations of the grtips acquired in the Century Center Transactiohfe year ended December 31, 1996.

(Q.) Reflects the estimated depreciation expensedapon an assumed allocation of the purchase friend, buildings and development in
process and building depreciation computed onadg$ti-line basis using an estimated life of 40 gear

(R.) Reflects the estimated interest expense oaghemed mortgages and notes payable at an avatagd 7.15% for the Century Center
Transaction and 8.78% for the Anderson Transa&imhincremental borrowings under the Revolving Latan average rate of 7%.

(S.) Reflects the historical operations of the prtips to be acquired in the Anderson Transactioithfe year ended December 31, 1995.
(T.) Reflects the estimated interest expense savinghe Revolving Loan repaid with the proceedshisf offering.
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DESCRIPTION OF PREFERRED SHARES

This description of the particular terms of thefneed Shares offered hereby supplements, andetextent inconsistent therewith replaces,
the description of the general terms and provisairtee Preferred Shares set forth in the acconmpgrBrospectus, to which description
reference is hereby made.

GENERAL

The Company is authorized to issue up to 10,000sb@@es of preferred stock, $.01 par value peeslraone or more series, with such
designations, powers, preferences and rights oflthees of such series and the qualificationstdinns or restrictions thereon, including,
not limited to, the fixing of the dividend rightdividend rate or rates, conversion rights, votigipts and terms of redemption (including
sinking fund provisions), the redemption price acgs, and the liquidation preferences, in eack,daany, as the Board of Directors of the
Company may determine by adoption of an applicaltieles of amendment (a "Designating Amendmeitthe Company's Amended and
Restated Articles of Incorporation (the "Articlefsliacorporation™), without any further vote or amtiby the stockholders. See "Description of
Preferred Stock -- Terms" in the accompanying Rrosfs.

On February 7, 1997, a form of Designating Amendmers adopted determining the terms of a serigsedérred stock consisting of up to
143,750 shares, designated 8 5/8% Series A CuwellR&édeemable Preferred Shares. The following sugnofdhe terms and provisions of
the Preferred Shares does not purport to be coenglet is qualified in its entirety by referencehe pertinent sections of the Articles of
Incorporation and the Designating Amendment desiggdhe Preferred Shares, each of which is avigillbm the Company.

The Company intends to contribute or otherwisestienthe net proceeds of the sale of the Pref&hedes to the Operating Partnership in
exchange for Series A Preferred Units in the Opegaartnership, the economic terms of which wéllsubstantially identical to the Prefer
Shares. The Operating Partnership will be requivadake all required distributions on the SerieBraferred Units (which will mirror the
payments of distributions, including accrued angaid distributions upon redemption, and of theillation preference amount of the
Preferred Shares) prior to any distribution of cashssets to the holders of the Units or to tHddre of any other interests in the Operating
Partnership, except for any other series of prafegainits ranking on a parity with the Series Af@red Units as to distributions and/or
liquidation rights and except for distributions végd to enable the Company to maintain its quatfon as a REIT.

None of the Preferred Shares, the Series A Prefféfnits or any of the indebtedness of the Operd®@agnership contain any provisic
affording holders of the Preferred Shares protedtidhe event of a highly leveraged or other taatisn that might adversely affect holder
Preferred Shares.

The registrar, transfer agent and dividends disbgragent for the Preferred Shares will be FirstobdrNational Bank, Charlotte, North
Carolina.

DIVIDENDS

Holders of the Preferred Shares shall be entide@deive, when and as authorized by the Boardrefckrs, out of funds legally available for
the payment of dividends, cumulative cash dividemtdbe rate of 8 5/8% of the liquidation prefeper annum (equivalent to $86.25 per
annum per share). Such dividends shall accrue amtdilmulative from the date of original issue analdte payable quarterly in arrears on or
about the last day of each February, May, AugudtNovember or, if not a business day, the succegdaliisiness day (each, a "Dividend
Payment Date"). The first dividend on the Prefei®&dres will be paid on May 31, 1997. Any dividgrayable on the Preferred Shares for
any partial dividend period will be computed on Hassis of a 360-day year consisting of twelve 3@+tanths. Dividends will be payable to
holders of record as they appear in the sharedsafrthe Company at the close of business onghlcable record date, which shall be the
15th day of the calendar month in which the applie®ividend Payment Date falls or such other d&signated by the Board of Directors of
the Company for the payment of dividends that ismore than 30 nor less than 10 days prior to figldend Payment Date (each, a
"Dividend Record Date").

No dividends on the Preferred Shares shall be aatitbby the Board of Directors of the Company emplaid or set apart for payment by
Company at such time as the terms and provisioasypfgreement of the Company (or the Operatintn®aship, as to the Series A Prefer
Units), including any agreement
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relating to its indebtedness, prohibits such aughtipn, payment or setting apart for payment awvjgtes that such authorization, payment or
setting apart for payment would constitute a braheheof or a default thereunder, or if such au#iadion or payment shall be restricted or
prohibited by law.

Notwithstanding the foregoing, dividends on thefémed Shares will accrue whether or not the Comreas earnings, whether or not th
are funds legally available for the payment of sdisfidends and whether or not such dividends atleamized. Accrued but unpaid dividends
on the Preferred Shares will not bear interesthantders of the Preferred Shares will not be emtitteany dividends in excess of full
cumulative dividends as described above. See "[piser of Preferred Stock -- Dividends" in the aggmanying Prospectus.

The Operating Partnership will be required to malkeequired distributions to the Company that wwiliror the Company's payment of
dividends on the Preferred Shares (including actaurns unpaid dividends upon redemption, and ofithugdation preference amount of the
Preferred Shares) prior to any distribution of cashssets to the holders of the Units or to tHddre of any other interests in the Operating
Partnership, except for distributions requiredonmection with any other shares of the Companyirgngenior to or on a parity with the
Preferred Shares as to dividends and/or liquidatgimts and except for distributions required talde the Company to maintain its
qualification as a REIT. The credit agreement fiar Revolving Loan includes covenants which resthietability of the Company to declare
and pay dividends. In general, during any fiscarytee Company may only distribute up to 100% ef@mpany's cash available for
distribution (as defined in the credit agreemenitle credit agreement contains exceptions to thestations to allow the Operating
Partnership to make distributions necessary tavaliee Company to maintain its status as a REIT. Cbmpany does not believe that this
covenant will adversely affect the ability of th@&ating Partnership to make distributions in amam sufficient to permit the Company to
pay dividends with respect to the Preferred Shares.

Any dividend payment made on the Preferred Shdrals first be credited against the earliest acctogtdunpaid dividend due with respect to
such shares which remains payable.

LIQUIDATION PREFERENCE

In the event of any liquidation, dissolution or @ing up of the affairs of the Company, the holddrthe Preferred Shares are entitled to be
paid out of the assets of the Company legally atel for distribution to its stockholders liquidagidistributions in cash or property at its fair
market value as determined by the Company's BdaBdrectors in the amount of a liquidation prefecerof $1,000 per share, plus an amc
equal to any accrued and unpaid dividends to tkee afasuch liquidation, dissolution or winding Ugefore any distribution of assets is made
to holders of Common Stock or any other capitateshithat rank junior to the Preferred Shares éiqualation rights. After payment of the
full amount of the liquidating distributions to vahi they are entitled, the holders of Preferred &huaiill have no right or claim to any of the
remaining assets of the Company. The consolidationerger of the Company with or into any otheitgrdr the sale, lease, transfer or
conveyance of all or substantially all of the pnap@r business of the Company shall not be deeimednstitute a liquidation, dissolution or
winding up of the Company. For further informati@garding the rights of the holders of Preferredr&& upon the liquidation, dissolution or
winding up of the Company, see "Description of Brefd Stock -- Liquidation Preference" in the acpanying Prospectus.

REDEMPTION

The Preferred Shares are not redeemable priorttaubey 12, 2027. On and after February 12, 202¥ 0bmpany, at its option upon not less
than 30 nor more than 60 days' written notice, negigem the Preferred Shares, in whole or in paanatime or from time to time, in cash

a redemption price of $1,000 per share, plus adcanel unpaid dividends thereon to the date fixedddemption (except as provided below),
without interest, to the extent the Company wilédunds legally available therefor. The redemppoice of the Preferred Shares (other than
any portion thereof consisting of accrued and whgaiidends) shall be paid solely from the salecpeuls of other capital stock of the
Company and not from any other source. For purpokgee preceding sentence, "capital stock" meagscammon stock, preferred stock,
depositary shares, interests, participation, ogrthwnership interests (however designated) andights (other than debt securities
convertible into or exchangeable for equity se@sjtor options to purchase any of the foregoingidelrs of Preferred Shares to be redeemed
shall surrender such shares at
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the place designated in such notice and shall tieeeito the redemption price and any accruedwarghid dividends payable upon such
redemption following such surrender. If notice eflemption of any Preferred Shares has been giweif Hre funds necessary for such
redemption have been set aside by the Companyshfor the benefit of the holders of any Prefei$bdres so called for redemption, then
from and after the redemption date dividends valige to accrue on such Preferred Shares, sucls sihateno longer be deemed outstanding
and all rights of the holders of such shares wilitinate, except the right to receive the redemptiice. If fewer than all of the outstanding
Preferred Shares are to be redeemed, the Preféhaeés to be redeemed shall be selected pro sateedaly as may be practicable without
creating fractional Preferred Shares) or by angiodguitable method determined by the Company:'Bescription of Preferred Stock --
Redemption" in the accompanying Prospectus.

Notice of redemption will be given by publicationa newspaper of general circulation in the CitjNefv York, such publication to be ma
once a week for two successive weeks commencinigs®than 30 nor more than 60 days prior to tHemgption date. A similar notice
furnished by the Company will be mailed by the s&gir, postage prepaid, not less than 30 nor niare 80 days prior to the redemption date,
addressed to the respective holders of recordeoPtieferred Shares to be redeemed at their regpecidresses as they appear on the share
transfer records of the registrar. No failure teegsuch notice or any defect thereto or in theinmihereof shall affect the validity of the
proceedings for the redemption of any Preferred&thexcept as to the holder to whom notice wascteéeor not given. Each notice shall
state: (i) the redemption date; (ii) the redempfoice; (iii) the number of Preferred Shares tadaeemed; (iv) the place or places where the
Preferred Shares are to be surrendered for payofigme redemption price; and (v) that dividendgtom shares to be redeemed will cease to
accrue on such redemption date. If fewer tharhallRreferred Shares held by any holder are todeermed, the notice mailed to such holder
shall also specify the number of Preferred Sharégtredeemed from such holder.

The holders of Preferred Shares at the close dfiéss on a Dividend Record Date will be entitledeceive the dividend payable with resy
to the Preferred Shares on the corresponding DiddRayment Date notwithstanding the redemptioretifdsetween such Dividend Record
Date and the corresponding Dividend Payment DateeoCompany's default in the payment of the divitldue. Except as provided above,
the Company will make no payment or allowance fgraid dividends, whether or not in arrears, ond?retl Shares to be redeemed.

The Preferred Shares have no stated maturity alhdatibe subject to any sinking fund or mandat@gemption provisions (except as
provided under " -- Restrictions on Ownership" Bélo

VOTING RIGHTS

Except as indicated below or in the accompanyimgBctus, or except as otherwise from time to teg@ired by applicable law, the holders
of Preferred Shares will have no voting rights.

On any matter on which the Preferred Shares aiteeltio vote (as expressly provided herein or ay e required by law), including any
action by written consent, each Preferred Shark lsb&ntitled to one vote. With respect to eadckf@&@red Share the holder thereof may
designate a proxy, with each such proxy havingitii# to vote on behalf of such holder.

If dividends on the Preferred Shares are in arrgarsix or more quarterly periods, whether or siath quarterly periods are consecutive,
holders of the Preferred Shares (voting separately class with all other series of preferred stgukn which like voting rights have been
conferred and are exercisable) will be entitleddte for the election of two additional directoosserve on the Board of Directors of the
Company until all dividend arrearages have beed. pair further information regarding the votinghig of the holders of the Preferred
Shares, see "Description of Preferred Stock --n¢pRights" in the accompanying Prospectus.

CONVERSION
The Preferred Shares are not convertible into ohamrgeable for any other property or securitighefCompany.
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RESTRICTIONS ON OWNERSHIP

For information regarding restrictions on ownerstiiphe Preferred Shares, see "Description of edeStock -- Restrictions on Ownership
and "Description of Common Stock -- Certain Prayisi Affecting Change of Control” in the accompangyirospectus.

CERTAIN FEDERAL INCOME TAX CONSIDERATIONS

The following summary of certain federal income taxsiderations is based on current law, is foegarinformation only, and is not tax
advice. This discussion does not purport to detil all aspects of taxation that may be relevamaudicular stockholders in light of their
personal investment or tax circumstances, or ttaitetypes of stockholders (including insurance parmies, tax-exempt organizations,
financial institutions or broker dealers, foreigirmorations and persons who are not citizens aents of the United States) subject to
special treatment under the federal income tax.l&waddition, this section does not discuss faregjate or local taxation.

This Prospectus Supplement does not address thgaiaof the Company or the impact on the Compdnts@lection to be taxed as a REIT.
Such matters are addressed in the accompanyingd®tos under "Federal Income Tax Consideratiofigxation of the Company as a
REIT." Prospective investors should consult, andtndepend on, their own tax advisors regardingtate, local, foreign and other tax
consequences of holding and disposing of PrefeStedes.

DIVIDENDS AND OTHER DISTRIBUTIONS. For a discussioagarding the taxation of dividends and otherrithigtions, see "Federal
Income Tax Considerations -- Taxation of U.S. Skmitters" and " -- Special Tax Considerations fonNaS. Stockholders" in the
accompanying Prospectus. In determining the extewhich a distribution on the Preferred Sharesstitiuies a dividend for tax purposes, the
earnings and profits of the Company will be allecktirst to distributions with respect to the Predd Shares and then to distributions with
respect to the Common Stock.

BACKUP WITHHOLDING. For a discussion of backup whithlding, see "Federal Income Tax Consideratiomsfermation Reporting
Requirements and Backup Withholding Tax" in theoagpanying Prospectus.

SALE OR EXCHANGE OF PREFERRED SHARES. Upon the salexchange of Preferred Shares to a party oltiaer the Company, a
holder of Preferred Shares will realize a capitahgr loss (provided the Preferred Shares aredshlcapital asset) measured by the
difference between the amount realized on theaab¢her disposition and the holder's adjustedtsis in the Preferred Shares. Such gain or
loss will be a long-term capital gain or loss i¢ tholder's holding period with respect to the RrefeShares is more than one year at the time
of the sale or exchange. Further, any loss oneacfdPreferred Shares that were held by the hdtdesix months or less and with respect to
which a capital gain dividend was received willtteated as a long-term capital loss, up to the amoiithe capital gain dividend received
with respect to such shares.

REDEMPTION OF PREFERRED SHARES. The treatment tadmorded to any redemption by the Company of FexfeéShares can only be
determined on the basis of particular facts asthénolder of Preferred Shares at the time of redem In general, a holder of Preferred
Shares will recognize capital gain or loss (prodlitlee Preferred Shares are held as a capital assagured by the difference between the
amount realized by the holder upon the redemptimhsaich holder's adjusted tax basis in the Pref&Stares redeemed if such redemptio
results in a "complete termination” of the holdérterest in all classes of shares of the CompanteuSection 302(b)(3) of the Code, (ii) is
"substantially disproportionate" with respect te tiolder's interest in the Company under Secti@{t§() of the Code (which will not be the
case if only Preferred Shares are redeemed, diegegenerally do not have voting rights) or (ii)'hot essentially equivalent to a dividend"
with respect to the holder of Preferred Shares uBdetion 302(b)(1) of the Code. In determining thiee any of these tests have been met,
shares considered to be owned by the holder bypmeafscertain constructive ownership rules setfamtthe Code, as well as shares actually
owned, generally must be taken into account. Becthesdetermination as to whether any of the alterae tests of Section 302(b) of the Ci
will be satisfied with respect to any particulatder of Preferred Shares depends upon the factsiesuinstances at the time when the
determination must be made, prospective investaradvised to consult their own tax advisors t@deine such tax treatment.
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PARTNERSHIP CLASSIFICATION OF THE OPERATING PARTNBRIIP. Final Treasury regulations regarding thesifesition of
entities as associations or partnerships effeetsvef January 1, 1997 establish that a non-comperaity will be taxed as a partnership from
inception if it has at least two members, it ha@d Aaeasonable basis for claiming classificatioa partnership, it has not changed entity
classification and was not naotified on or beforeyMa 1996 that its classification was under exammaby the Internal Revenue Service.

UNDERWRITING

Subject to the terms and conditions containederténms agreement and related underwriting agreefoeltectively, the "Underwriting
Agreement"), the Company has agreed to sell toiNMeynch, Pierce, Fenner & Smith Incorporated (thinderwriter"), and the Underwriter
has agreed to purchase, all of the Preferred Sbh#fiered hereby. The Underwriting Agreement prositleat the obligations of the

Underwriter are subject to certain conditions pdece, and that the Underwriter will be obligategtochase all of the Preferred Shares if any
are purchased.

The Underwriter has advised the Company that ipses initially to offer the Preferred Shares ®hblic at the public offering price set
forth on the cover page of the Prospectus Supplerard to certain dealers at such price less assmmn not in excess of $15.00 per share.
The Underwriter may allow, and such dealers majjawaa discount not in excess of $5.00 per sharettain other dealers. After the initial
public offering, the public offering price, concessand discount may be changed.

The Company has granted an option to the Undemyatercisable during the 30-day period after thie ef this Prospectus Supplement, to
purchase up to 18,750 additional Preferred Sharée grice to the public set forth on the covegeaf this Prospectus Supplement, less the
underwriting discount.

The Company and the Operating Partnership havedgoeindemnify the Underwriter against certaibilities, including liabilities under the
Securities Act of 1933, as amended, or to conteiboipayments the Underwriter may be required thenia respect thereof.

Although the Underwriter has advised the Compaay itintends to make a market in the Preferredé&hat is under no obligation to do so,
and no assurance can be given that a market fétreferred Shares will exist.

The Company has agreed that for a period of 90 fitags the date of this Prospectus Supplement itvait, without the prior written consent
of Merrill Lynch, directly or indirectly, sell, offr to sell, grant any option for the sale of, drastvise dispose of, any Preferred Shares or any
securities ranking on a parity with the Preferrbar@s.

Merrill Lynch from time to time provides investmdpdinking and financial advisory services to the @any and Operating Partnership.
Merrill Lynch has also acted as representativeasious underwriters in connection with the Compsupyiblic offerings. In connection with
the Crocker Merger, Merrill Lynch rendered adviseeyvices and provided an opinion to the Boardiogédors of Crocker for which it was
paid a fee of approximately $1.4 million.

LEGAL MATTERS

The validity of the Preferred Shares offered punst@this Prospectus Supplement and the Prospeiiuse passed upon for the Company
by Smith Helms Mulliss & Moore, L.L.P., Raleigh, Mo Carolina. Certain legal matters related toGtering will be passed upon for the
Underwriter by Andrews & Kurth L.L.P., Washingtdn,C.
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PROSPECTUS

$1,000,000,000
HIGHWOODS PROPERTIES, INC.
COMMON STOCK, PREFERRED STOCK AND DEPOSITARY SHARES

HIGHWOODS/FORSYTH LIMITED PARTNERSHIP
DEBT SECURITIES

Highwoods Properties, Inc. (the "Company") may friamme to time offer in one or more series (i) slsas&common stock, $.01 par value per
share ("Common Stock"), (ii) shares of preferrextist $.01 par value per share ("Preferred Stochkd)) (@i) shares of Preferred Stock
represented by depositary shares (the "DepositaayeS"), with an aggregate public offering pricaipfto $650,000,000 (or its equivalent in
another currency based on the exchange rate &itrtbef sale) in amounts, at prices and on terntetdetermined at the time of offering.
Highwoods/Forsyth Limited Partnership (the "OperatPartnership”) may from time to time offer in @remore series unsecured non-
convertible debt securities ("Debt Securities"thvan aggregate public offering price of up to $880,000 (or its equivalent in another
currency based on the exchange rate at the tiraal®f in amounts, at prices and on terms to berdeted at the time of offering. The
Common Stock, Preferred Stock, Depositary Shard$atot Securities, (collectively, the "Securitiesiqy be offered, separately or together,
in separate series in amounts, at prices and orster be set forth in one or more supplementsisoRtospectus (each a "Prospectus
Supplement"). If any Debt Securities issued by@iperating Partnership are rated below investmeadegat the time of issuance, such Debt
Securities will be fully and unconditionally guateed by the Company as to payment of principaimpue, if any, and interest (the
"Guarantees"). Debt securities rated investmerdegraay also be accompanied by a Guarantee to thetend on the terms described herein
and in the accompanying Prospectus SupplementCohgany conducts substantially all of its actiwttarough, and substantially all of its
assets are held by, directly or indirectly, the @giag Partnership. Consequently, the Company'sabtipg cash flow and its ability to service
its financial obligations, including the Guaranteeslependent upon the cash flow of and distrilmgior other payments from the Operating
Partnership to the Company.

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

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

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

SEE "RISK FACTORS" BEGINNING ON PAGE 4 OF THIS PROS PECTUS FOR A DESCRIPTION
OF CERTAIN FACTORS THAT SHOULD BE CONSIDERED BY PUR CHASERS OF THE SECURITIES.

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

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHANGE
COMMISSION OR ANY STATE SECURITIES COMMISSION NOR H AS THE SECURITIES AND EXCHANGE COMMISSION
OR ANY STATE SECURITIES COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS.
ANY REP RESENTATION TO THE CONTRARY IS A CRIMINAL

OFFENSE.

THE ATTORNEY GENERAL OF THE STATE OF NEW YORK HAS N OT PASSED
ON OR ENDORSED THE MERITS OF THIS OFFERING, ANY REP RE-
SENTATION TO THE CONTRARY IS UNLAWFUL.

The date of this Prospectus is November 15, 1



AVAILABLE INFORMATION

The Company and the Operating Partnership are cubjéhe information requirements of the Secwsiixchange Act of 1934, as amended
(the "Exchange Act"), and in accordance therewith@ompany files reports, proxy statements and atfi@rmation with the Securities and
Exchange Commission (the "Commission") and the &tpey Partnership files reports with the Commiss®uch reports, proxy statements
and other information may be inspected and copitdrescribed rates, at the public reference fesliof the Commission at 450 Fifth Street,
N.W., Washington, DC 25049, Room 1024, and at tben@ission's New York regional office at Seven Wartdde Center, New York, Ne
York 10048 and at the Commission's Chicago regioffale at Citicorp Center, 500 W. Madison Stregijcago, lllinois 60661. Copies of
such material can also be obtained at prescrikted by writing to the public reference sectiontaf Commission at 450 Fifth Street, N.W.,
Washington, DC 20549. In addition, the Common Stafcthe Company is listed on the New York Stock lkage ("NYSE"), and similar
information concerning the Company can be inspeateticopied at the offices of the NYSE, 20 Broa@&t New York, New York 10005.

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

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The following documents filed by the Company or @gerating Partnership with the Commission purstmiite Exchange Act are
incorporated herein by reference and made a pegbhe

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

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

c. The Company's Quarterly Reports on Form 10-Qierquarters ended March 31, 1996 (as amendedrom FO-Q/A on June 3, 1996 and
June 18, 1996), June 30, 1996 and September 36; 199

d. The Company's Current Reports on Form 8-K, datdafuary 10, 1995, July 12, 1995 (as amended am BeK/A on September 6, 1995
and June 3, 1996), December 18, 1995, April 1, ¥88@Gmended on Form 8-K/A on June 3, 1996 and I8n&996), April 29, 1996 (as
amended on Form 8-K/A on June 3, 1996 and Jun&98%) and September 27, 1996;

e. The Operating Partnership's Current ReportsoomB-K, dated September 27, 1996 and Novembel 9%,;
f. The Operating Partnership's Quarterly Reportsam 10-Q for the quarters ended June 30, 1996&aptember 30, 1996; and
g. The Operating Partnership's Registration Stat¢e Form 8-A, dated November 15, 1996.

All documents filed by the Company or the Operatfagtnership with the Commission pursuant to SestiiB3(a) and 13(c) of the Exchange
Act and any definitive proxy statements so filedsuant to Section 14 of the Exchange Act and apgrts filed pursuant to Section 15(d) of
the Exchange Act after



the date of this Prospectus and prior to the temtiun of the offering of the Securities to whiclstRrospectus relates shall be deemed to be
incorporated by reference into this Prospectustarid a part hereof from the date of filing of sadtuments. Any statement contained in a
document incorporated by reference herein shalldeened to be modified or superseded for the puspafsthis Prospectus to the extent th
statement contained herein or in any other subselyuded document that is incorporated by refaremerein modifies or supersedes such
earlier statement. Any such statements modifiezslperseded shall not be deemed, except as so atbdifsuperseded, to constitute a part of
this Prospectus.

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

THE COMPANY AND THE OPERATING PARTNERSHIP

The Company is a self-administered and self-managgcestate investment trust ("REIT") that begperations through a predecessor in
1978. At September 30, 1996, the Company ownedtéopo of 280 office and industrial properties éthProperties”), together with
approximately 250 acres of land (the "Developmemd") for future development. The Properties cdrgid 70 suburban office properties
and 110 industrial (including 74 service centegparties, located in 16 markets in North Caroliflarida, Tennessee, Virginia, South
Carolina, Georgia and Alabama. As of Septembed 896, the Properties consisted of approximately illion rentable square feet, which
were leased to approximately 1,700 tenants.

The Company conducts substantially all of its atifig through, and substantially all of its intdsei& the Properties are held by, directly or
indirectly, Highwoods/Forsyth Limited Partnershipg "Operating Partnership"). The Company is tHe general partner of the Operating
Partnership and as of September 30, 1996, own&d@Bat the partnership interests (the "Units") ia Dperating Partnership. The remaining
Units are owned by limited partners (including aartofficers and directors of the Company). Eaclit bray be redeemed by the holder
thereof for cash or, at the Company's option, draees(subject to certain adjustments) of the Com8togk. With each such exchange, the
number of Units owned by the Company and, therethreCompany's percentage interest in the Opgr&amtnership, will increase. Because
the Company conducts substantially all of its besithrough the Operating Partnership, the degmripf the business, property information,
policies with respect to certain activities, invesnht policies and management information for ther@ging Partnership is the same as that for
the Company. Such information may be found in tbenBany's Annual Report on Form 10-K for the yeateshDecember 31, 1995.

In addition to owning the Properties and the Depalent Land, the Operating Partnership also proééegices associated with leasing,
property management, real estate development,roatisn and miscellaneous tenant services for topdtties as well as for third parties.
The Company conducts its third-party fee-basedices\through Highwoods Services, Inc. and Forsytip@rties Services, Inc. (the "Service
Companies"), which are subsidiaries of the Opega®artnership, and Forsyth-Carter Brokerage L.[‘Eorsyth-Carter Brokerage"), a joint
venture of the Operating Partnership with Cartec@rnternational.

The Company is a Maryland corporation that wasrpemted in 1994. The Operating Partnership is @iN@arolina limited partnership
formed in 1994. The Company's and the OperatinghBieship's executive offices are located at 3100k&tnee Court, Suite 600, Raleigh,
North Carolina 27604, and their telephone numbép18) 87:-4924. The Company maintains offices in each optilnary markets.
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RISK FACTORS
Prospective investors should carefully considemrgrother factors, the matters described belowrbgfarchasing offered Securities.
NO LIMITATION IN ORGANIZATIONAL DOCUMENTS ON INCURR ENCE OF DEBT

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

limitation on the amount or percentage of indebésdrthe Company might incur. The Indenture (asiddfherein), however, will contain
limits on the Company's ability to incur indebtedsdf the Company's policy limiting borrowing werleanged, the Company could become
more highly leveraged, resulting in an increasedht service that could adversely affect the Comigdnnds from operations and ability to
make expected distributions to stockholders arahimcreased risk of default on its obligations.oASeptember 30, 1996, the Company's
ratio of debt to total market capitalization wapgximately 36%.

GEOGRAPHIC CONCENTRATION

The Company's revenues and the value of its Pliepartay be affected by a number of factors, incigdhe local economic climate (which
may be adversely impacted by business layoffs mmnding, industry slowdowns, changing demographius other factors) and local real
estate conditions (such as oversupply of or reddeadand for office and other competing commeradiapprties). Based on September 1996
rent rolls, the North Carolina Properties represeérii4.1% of the Company's annualized rental revemitie properties located in Raleigh-
Durham accounting for 31%. The Company's perforraamd its ability to make distributions to stocldesk is therefore dependent on the
economic conditions in its Southeastern marketsimitd North Carolina markets in particular. Indéttbn, there can be no assurance as to the
continued growth of the economy in these markets.

ABILITY OF THE COMPANY TO PAY ON GUARANTEES

Substantially all operations of the Company aredcated by the Operating Partnership. The princgakt of the Company is its interest
(87.9% as of September 30, 1996) in the OperatantnBrship. As a result, the Company is dependemt the receipt of distributions or otl
payments from the Operating Partnership in ordendet its financial obligations, including its aations under any Guarantees. Any
Guarantees will be effectively subordinated to #xgsand future liabilities of the Operating Parstép. At September 30, 1996, the Opere
Partnership had approximately $597.7 million ofehtkdness outstanding, of which approximately $34#llion is secured by interests in
certain real estate assets. The Operating Partpeassh party to loan agreements with various benklers which require the Operating
Partnership to comply with various financial andestcovenants before it may make distribution$i®o@ompany. Although the Operating
Partnership presently is in compliance with suckecants, there is no assurance that it will comtittube in compliance and that it will be
able to continue to make distributions to the Comypa

RISKS IN THE EVENT OF CERTAIN TRANSACTIONS BY THE O PERATING PARTNERSHIP OR THE COMPANY

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

CONFLICTS OF INTERESTS IN THE BUSINESS OF THE COMPANY

TAX CONSEQUENCES UPON SALE OR REFINANCING OF PROPHRS. Holders of Units may suffer different and m@adverse tax
consequences than the Company upon the sale wamefng of any of its properties and, thereforehdwlders, including certain of the
Company's officers and directors, and the Compaay nave different objectives regarding the appadprpricing and timing of any sale or
refinancing of such



properties. While the Company, as the sole gemardher of the Operating Partnership, has the sikaauthority as to whether and on what
terms to sell or refinance an individual propettygse members of the Company's management and BbBidectors of the Company who
hold Units may influence the Company not to sellefinance the properties even though such salatoifperwise be financially
advantageous to the Company, or may influence tmepany to refinance its properties with a high lefalebt.

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

COMPETITIVE REAL ESTATE ACTIVITIES OF MANAGEMENT. ghn W. Eakin, who is an executive officer and diveof the
Company, maintains an ownership interest in arceffiuilding in the central business district of Nake, Tennessee, which building may
compete for potential tenants with the Company'shiMile office properties.

LIMITATIONS ON ACQUISITION AND CHANGE IN CONTROL

OWNERSHIP LIMIT. The Company's Articles of Incorion prohibit ownership of more than 9.8% of thistanding capital stock of the
Company by any person. Such restriction is likelyrave the effect of precluding acquisition of cohtf the Company by a third party
without consent of the Board of Directors even éhange in control were in the interest of stockbad.

REQUIRED CONSENT OF THE OPERATING PARTNERSHIP FOEERIGER OR OTHER SIGNIFICANT CORPORATE ACTION. The
Company may not merge, consolidate or engage irtampination with another person or sell all orstahtially all of its assets unless such
transaction includes the merger of the OperatimgnBeship, which requires the approval of the hiddd a majority of the outstanding Units.
Should the Company ever own less than a majorith@butstanding Units, this voting requirement migmit the possibility for acquisition
or change in the control of the Company. As of 8ejtiter 30, 1996, the Company owned approximate898af the Units.

STAGGERED BOARD. The Board of Directors of the Canp has three classes of directors, the terms @hwhill expire in 1997, 1998
and 1999. Directors for each class will be choserafthree-year term. The staggered terms for ireenay affect the stockholders' ability to
change control of the Company even if a changeitrol were in the stockholders' interest.

DEPENDENCE ON DISTRIBUTIONS FROM OPERATING PARTNERS HIP IN ORDER TO QUALIFY AS A REIT

To obtain the favorable tax treatment associated REITSs, the Company generally will be requiredhegear to distribute to its stockholders
at least 95% of its net taxable income. Becaus€trapany conducts substantially all of its busireg#vities through the Operating
Partnership, the ability of the Company to makehatistributions is dependent upon the receipt sirifliutions or other payments from the
Operating Partnership.

ADVERSE IMPACT ON DISTRIBUTIONS OF FAILURE TO QUALI FY AS AREIT

The Company and the Operating Partnership interpéoate in a manner so as to permit the Compargntain qualified as a REIT under
the Internal Revenue Code of 1986, as amended@bae"). Although the Company believes that it witlerate in such a manner, no
assurance can be given that the Company will reopaatified as a REIT. If in any taxable year then@any were to fail to qualify as a RE
the Company would not be allowed a deduction fetritiutions to stockholders in computing taxableoime and would be subject to Federal
income tax (including any applicable alternativenimum tax) on its taxable income at regular corpmrates.
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BROAD DISCRETION IN USE OF PROCEEDS

The Company and the Operating Partnership mayhasproceeds from sales of Securities for many miffepurposes and will not be
restricted by any provisions of the Articles of dngoration of the Company or the agreement of échjpartnership of the Operating
Partnership. As a result, no assurance can be tiatisuch proceeds will be employed in a mannasistent with the current investment
practices of the Company and the Operating Patiigers

REAL ESTATE INVESTMENT RISKS

GENERAL RISKS. Real property investments are suligearying degrees of risk. The yields availaiten equity investments in real
estate depend in large part on the amount of inagenerated and expenses incurred. If the Compproperties do not generate revenues
sufficient to meet operating expenses, includinigt dervice, tenant improvements, leasing commissaol other capital expenditures, the
Company may have to borrow additional amounts te@céixed costs and the Company's cash flow anlityaté make distributions to its
stockholders will be adversely affected.

The Company's revenues and the value of its priegariay be adversely affected by a number of factocluding the national economic
climate; the local economic climate; local reahésiconditions; the perceptions of prospectivertenaf the attractiveness of the property; the
ability of the Company to provide adequate manageymeaintenance and insurance; and increased opgcatsts (including real estate taxes
and utilities). In addition, real estate values ammbme from properties are also affected by sackofs as applicable laws, including tax laws,
interest rate levels and the availability of finemgc

COMPETITION. Numerous office and industrial propestcompete with the Company's properties in dttrgdéenants to lease space. Some
of these competing properties are newer or beitatéd than some of the Company's properties. fRignt development of office or
industrial properties in a particular area couldéha material effect on the Company's ability tske space in its properties and on the rents
charged.

Prior to the completion of the merger with CrocReralty Trust, Inc. ("Crocker") on September 20,8,9%rocker's three senior officers,
Thomas J. Crocker, Richard S. Ackerman and Rohebtrisko, resigned as officers and directors ofckeo. They may compete with the
Operating Partnership except within the city linufBBoca Raton, Florida, where their severanceageats prohibit them from competing
until July 1997 (in the case of Mr. Onisko) or Wiébruary 1997 (in the case of Messrs. Crockerfsigtrman).

BANKRUPTCY AND FINANCIAL CONDITION OF TENANTS. At ay time, a tenant of the Company's properties neay she protection

of the bankruptcy laws, which could result in tegction and termination of such tenant's leasetlameby cause a reduction in the cash flow
available for distribution by the Company. Althouthie Company has not experienced material losses tenant bankruptcies, no assurance
can be given that tenants will not file for bankypprotection in the future or, if any tenantgfithat they will affirm their leases and conti

to make rental payments in a timely manner. Intamia tenant from time to time may experienceamturn in its business which may
weaken its financial condition and result in thiéufe to make rental payments when due. If teneatés are not affirmed following
bankruptcy or if a tenant's financial condition kens, the Company's income may be adversely affecte

RENEWAL OF LEASES AND RELETTING OF SPACE. The Compawill be subject to the risks that upon expirataf leases for space
located in its properties, the leases may not bewed, the space may not be relet or the termasnafwal or reletting (including the cost of
required renovations) may be less favorable tharenulease terms. If the Company were unabledmptly relet or renew the leases for all
or a substantial portion of this space or if th&tarates upon such renewal or reletting wereifsagmtly lower than expected rates, then the
Company's cash flow and ability to make expectsttidutions to stockholders may be adversely adfect

ILLIQUIDITY OF REAL ESTATE. Equity real estate ingéments are relatively illiquid. Such illiquidityilvend to limit the ability of the
Company to vary its portfolio promptly in respoisehanges in economic or other conditions. Intaaidithe Code limits the Company's
ability to sell properties held for fewer than



four years, which may affect the Company's abititgell properties without adversely affecting retuto holders of Common Stock.

CHANGES IN LAWS. Because increases in income, serer transfer taxes are generally not passeddhrtutenants under leases, such
increases may adversely affect the Company's tashahd its ability to make distributions to stockdhers. The Properties are also subject to
various Federal, state and local regulatory requéirgs, such as requirements of the Americans wighHhilities Act and state and local fire
and life safety requirements. Failure to complymviitese requirements could result in the impositibiines by governmental authorities or
awards of damages to private litigants. The Commatigves that the Properties are currently in danpe with all such regulatory
requirements. However, there can be no assuraatétse requirements will not be changed or teat rrquirements will not be imposed
which would require significant unanticipated exgitures by the Company and could have an advefset@n the Company's cash flow and
expected distributions.

CONSEQUENCES OF INABILITY TO SERVICE MORTGAGE DEBPursuant to loan agreements with bank lendersrtiop of the
Properties are mortgaged to secure payment ofiadebtedness, and if the Company or the Operatmmership were to be unable to meet
such payments, a loss could be sustained as & o¢$ateclosure on the Properties by the bankdesd

RISK OF DEVELOPMENT, CONSTRUCTION AND ACQUISITION A CTIVITIES

The Company intends to continue development andtogction of office and industrial properties, inding development on the Developmr
Land. Risks associated with the Company's developared construction activities, including activitieelating to the Development Land,

may include: abandonment of development opporesjittonstruction costs of a property exceedingraigstimates, possibly making the
property uneconomical; occupancy rates and rerasatvly completed property may not be sufficientiake the property profitable;
financing may not be available on favorable terorsdevelopment of a property; and constructionlaade-up may not be completed on
schedule, resulting in increased debt service esgpand construction costs. In addition, new devwatag activities, regardless of whether or
not they are ultimately successful, typically requa substantial portion of management's time #edtion. Development activities are also
subject to risks relating to the inability to olstadr delays in obtaining, all necessary zoninggtase, building, occupancy, and other required
governmental permits and authorizations.

The Company intends to continue to acquire offiee imdustrial properties. Acquisitions of officedcaimdustrial properties entail risks that
investments will fail to perform in accordance witkpectations. Estimates of the costs of improvesienbring an acquired property up to
standards established for the market position dedrfor that property may prove inaccurate. In thold there are general investment risks
associated with any new real estate investment.

Although the Company has limited its developmeoguésition, management and leasing business piiyrtarmarkets with which
management is familiar, the Company may expaniiginess to new geographic markets. Managememtveslthat much of its past success
has been a result of its local expertise. The Camypaay not initially possess the same level of famity with new markets, which could
adversely affect its ability to develop, acquir@nage or lease properties in any new localities.

POSSIBLE ENVIRONMENTAL LIABILITIES

Under various Federal, state and local laws, ordiea and regulations, such as the ComprehensivieoBmental Response Compensation
and Liability Act or "CERCLA," and common laws, awner or operator of real estate is liable ford¢bsts of removal or remediation of
certain hazardous or toxic substances on or in pumberty as well as certain other costs, includjogernmental fines and injuries to persons
and property. Such laws often impose such liabililyhout regard to whether the owner or operat@vkiof, or was responsible for, the
presence of such hazardous or toxic substancegrélence of such substances, or the failure tedie such substances properly, may
adversely affect the owner's or operator's ahititgell or rent such property or to borrow usingtsproperty as collateral. Persons who
arrange for the disposal or treatment of hazardotsxic substances may also be liable for thescoktemoval or remediation of such
substances at a disposal or treatment facility tidreor not such facility is owned or
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operated by such person. Certain environmental iaypsse liability with respect to the release araintenance of asbestos-containing
materials ("ACM"), and third parties may seek resgvfrom owners or operators of real property ferspnal injuries associated with
asbestos-containing materials. A number of Comgmaagerties contain ACM or material that is presuneede ACM. In connection with the
ownership and operation of its properties, the Camypmay be liable for such costs. In additions ihdt unusual for property owners to
encounter on-site contamination caused by offssitgces, and the presence of hazardous or toxstades at a site in the vicinity of a
property could require the property owner to pgrtite in remediation activities in certain casesaurld have an adverse effect on the valt
such property.

As of the date hereof, all of the Properties haaenbsubjected to a Phase | environmental assessmasgessment update, most of which
have been performed in the last three years. ToaesEssments have not revealed, nor is managenthet Gbmpany aware of, any
environmental liability that it believes would haaenaterial adverse effect on the Company's firsupaisition, operations or liquidity taken
as a whole. This projection, however, could pravbed incorrect depending on certain factors. Fangle, the assessments may not reve
environmental liabilities, or may underestimate shepe and severity of environmental conditionseoked, with the result that there may be
material environmental liabilities of which the Cpamy is unaware, or material environmental lialelitmay have arisen after the assessn
were performed of which the Company is unawaraddition, assumptions regarding groundwater floa #hre existence and source of
contamination are based on available sampling daththere are no assurances that the data ileciieall cases. Moreover, there can be no
assurance that (i) future laws, ordinances or eggrs will not impose any material environmeniability or (ii) the current environmental
condition of the Properties will not be affectedtbpants, by the condition of land or operationthvicinity of the Properties, or by third
parties unrelated to the Company.

Some tenants use or generate hazardous substanbesordinary course of their respective busiresbBleese tenants are required under their
leases to comply with all applicable laws and hageeed to indemnify the Company for any damagastieg from the tenants' use of the
property, and the Company is not aware of any rigtenvironmental problems resulting from tenans& or generation of hazardous
substances. There are no assurances that all samitomply with the terms of their leases or eemsolvent and that the Company may not
at some point be responsible for contamination ey such tenants.

EFFECT ON COMMON STOCK PRICE OF SHARES AVAILABLE FO R FUTURE SALE UPON CONVERSION OF UNITS

Sales of a substantial number of shares of ComnmekSor the perception that such sales could gomuld adversely affect prevailing
market prices of the Common Stock. In connectiath Wie Company's initial formation and public offey and certain subsequent
acquisitions, as of September 30, 1996, approxigndtd million Units had been issued to variousdeos other than to the Company,
including certain officers and directors of the Gmamy. In connection with the issuance of Unitsheaalder thereof agreed not to sell or
otherwise dispose of such Units or shares of Com8tonk received upon exchange of such Units fagriod of one year. At the conclusion
of such period, any shares of Common Stock issped exchange of Units may be sold in the publickei@rupon registration or available
exemptions from registration. No prediction camiade about the effect that future sales of ComniookSwill have on the market price of
shares. At September 30, 1996, the one-year loghetipd with respect to 3.6 million Units had expgir
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USE OF PROCEEDS

Unless otherwise specified in the applicable ProsmeSupplement, the Company and the Operatingétahip intend to use the net proce
from the sale of Securities for general corporatp@ses, including the development and acquisdfedditional properties and other
acquisition transactions, the payment of certaistanding debt, and improvements to certain pragseim the Company's portfolio. The
Company is required, by the terms of the partnpragreement of the Operating Partnership, to imfreshet proceeds of any sale of Comt
Stock, Preferred Stock or Depositary Shares irQperating Partnership in exchange for additiondtdJor preferred Units, as the case may
be.

RATIOS OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS

The ratios of earnings to combined fixed chargesmeferred stock dividends for the Company anddperating Partnership for the nine
months ended September 30, 1996 and for the yadesidDecember 31, 1995, 1994, 1993, 1992 and 1884 2v91x, 3.00x, 2.42x, 0.97x,
0.95x and 0.79x, respectively. Earnings were inadegjto cover fixed charges by $171,000, $239,0@00$213,000 for the years ended
December 31, 1993, 1992 and 1991, respectivelysdteficiencies occurred prior to the Companytsairpublic offering of Common Stock
in June 1994. Prior to the completion of this dffgr the Company's predecessor (the "Highwoods G)mperated in a manner as to
minimize taxable income to the owners. As a resililhough its properties have generated positiveagh flow, the Highwoods Group had
net losses for the years ended December 31, 188dgh 1993. The initial public offering allowed tperating Partnership to significantly
deleverage its properties and improve its ratiearhings to fixed charges.

The ratios of earnings to combined fixed chargesewemputed by dividing earnings by fixed chardes. this purpose, earnings consist of
income from continuing operations before minoritierest and fixed charges. Fixed charges consisterest expense (including interest
costs capitalized) and the amortization of dehtdsse costs. To date, the Company has not issyelraferred Stock.

DESCRIPTION OF DEBT SECURITIES

The Debt Securities will be issued under an Indenfthe "Indenture"), between the Operating Pastmipr the Company and First Union
National Bank of North Carolina, as trustee. A fasfrihe Indenture has been filed as an exhibibh&Registration Statement of which t
Prospectus is a part and will be available for @étsion at the corporate trust office of the trusieas described above under "Available
Information.” The Indenture is subject to, and goeel by, the Trust Indenture Act of 1939, as amdrittee "TIA"). The statements made
hereunder relating to the Indenture and the Debti@ees to be issued thereunder are summariesrtdin provisions thereof and do not
purport to be complete and are subject to, andjaaéified in their entirety by reference to, albpisions of the Indenture and such Debt
Securities. All section references appearing heaggrto sections of the Indenture, and capitalteenis used but not defined herein shall have
the respective meanings set forth in the Indenture.

GENERAL

The Debt Securities will be direct, unsecured dilans of the Operating Partnership and will raguadly with all other unsecured and
unsubordinated indebtedness of the Operating Rahipe At September 30, 1996, the total outstandiglgt of the Operating Partnership was
$597.7 million, $347.7 million of which was secumebt. The Debt Securities may be issued withowit ks to aggregate principal amount
one or more series, in each case as establishadifre to time in or pursuant to authority granbgda resolution of the Board of Directors of
the Company as sole general partner of the OpgrBtmtnership or as established in one or morenindes supplemental to the Indenture.
Debt Securities of one series need not be issu alame time and, unless otherwise providedii@ssmay be reopened, without the consent
of the holders of the Debt Securities of such sef@ issuances of additional Debt Securitiesuohsseries (Section 301).
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If any Debt Securities are rated below investmeatlg at the time of issuance, such Debt Securitiébe fully and unconditionally
guaranteed by the Company as to payment of prih@pamium, if any, and interest.

The Indenture provides that there may be more ¢in@rtrustee (the "Trustee") thereunder, each wipect to one or more series of Debt
Securities. Any Trustee under the Indenture maigmnesr be removed with respect to one or more sari@ebt Securities, and a successor
Trustee may be appointed to act with respect th sades (Section 608). In the event that two orenpersons are acting as Trustee with
respect to different series of Debt Securitieshesarch Trustee shall be a trustee of a trust uthgéelndenture separate and apart from the trust
administered by any other Trustee (Section 609), except as otherwise indicated herein, any adéstribed herein to be taken by a Tru
may be taken by each such Trustee with respeantbpnly with respect to, the one or more serid3eift Securities for which it is Trustee
under the Indenture.

Reference is made to the Prospectus Supplemetihgeta the series of Debt Securities being offdm¥dhe specific terms thereof, including:
(1) the title of such Debt Securities;
(2) the aggregate principal amount of such Debues and any limit on such aggregate principabant;

(3) the percentage of the principal amount at wisisth Debt Securities will be issued and, if othan the principal amount thereof, the
portion of the principal amount thereof payableugdeclaration of acceleration of the maturity tloére

(4) the date or dates, or the method for deterrgisirch date or dates, on which the principal ohddebt Securities will be payable;

(5) the rate or rates (which may be fixed or vdaglor the method by which such rate or rates| flgatletermined, at which such Debt
Securities will bear interest, if any;

(6) the date or dates, or the method for deterrgisirch date or dates, from which any interestadgdirue, the dates on which any such int
will be payable, the record dates for such intgpagiment dates, or the method by which any suah stell be determined, the person to
whom such interest shall be payable, and the bigsis which interest shall be calculated if othentthat of a 360-day year of twelve 30-day
months;

(7) the place or places where the principal of (aremium, if any) and interest, if any, on such D@bcurities will be payable, such Debt
Securities may be surrendered for registratiomasfsfer or exchange and notices or demands toar thig Operating Partnership in respe:
such Debt Securities and the Indenture may be derve

(8) the period or periods within which, the prigepoices at which and the terms and conditions upbich such Debt Securities may be
redeemed, as a whole or in part, at the optioh@fperating Partnership, if the Operating Partrgiis to have such an option;

(9) the obligation, if any, of the Operating Partiép to redeem, repay or purchase such Debt Siesupursuant to any sinking fund or
analogous provision or at the option of a holderdbf, and the period or periods within which, phiee or prices at which and the terms and
conditions upon which such Debt Securities wilFbdeemed, repaid or purchased, as a whole or inaasuant to such obligation;

(10) if other than U.S. dollars, the currency airencies in which such Debt Securities are denotathand payable, which may be a foreign
currency or units of two or more foreign currenaes composite currency or currencies, and thragemd conditions relating thereto;

(11) whether the amount of payments of principalasfd premium, if any) or interest, if any, on sibt Securities may be determined with
reference to an index, formula or other method éwlindex, formula or method may, but need not beel on a currency, currencies,
currency unit or
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units or composite currency or currencies) andithaner in which such amounts shall be determined;
(12) the events of default or covenants of sucht[Selourities, to the extent different from or irdain to those described herein;
(13) whether such Debt Securities will be issueddrtificated and/or book-entry form;

(14) whether such Debt Securities will be in regyistl or bearer form and, if in registered form,dbaominations thereof if other than $1,000
and any integral multiple thereof and, if in bedmm, the denominations thereof if other than $8,and terms and conditions relating
thereto;

(15) with respect to any series of Debt Securitied below investment grade at the time of isseiatie Guarantees (the "Guaranteed
Securities");

(16) if the defeasance and covenant defeasancésimos described herein are to be inapplicablengrmaodification of such provisions;

(17) whether and under what circumstances the @pgrRartnership will pay additional amounts onlsDebt Securities in respect of any
tax, assessment or governmental charge and,Wtsether the Operating Partnership will have théoopto redeem such Debt Securities in
lieu of making such payment;

(18) with respect to any Debt Securities that ptevfior optional redemption or prepayment upon t®uaence of certain events (such as a
change of control of the Operating Partnershipth@ possible effects of such provisions on theketgprice of the Operating Partnership's or
the Company's securities or in deterring certaingers, tender offers or other takeover attemptd the intention of the Operating Partners

to comply with the requirements of Regulation 14t#er the Exchange Act and any other applicablergiE=ulaws in connection with such
provisions; (ii) whether the occurrence of the #iiet events may give rise to cross-defaults oreothdebtedness such that payment on such
Debt Securities may be effectively subordinatedt @ii) the existence of any limitation on the Oating Partnership's financial or legal abi

to repurchase such Debt Securities upon the ocweref such an event (including, if true, the latlassurance that such a repurchase can be
effected) and the impact, if any, under the Indentf such a failure, including whether and undbaticircumstances such a failure may
constitute an Event of Default;

(19) if other than the Trustee, the identity offeaecurity registrar and/or paying agent; and
(20) any other terms of such Debt Securities.

The Debt Securities may provide for less than titeeeprincipal amount thereof to be payable upedaration of acceleration of the matui
thereof ("Original Issue Discount Securities")material or applicable, special U.S. Federal inctaix¢ accounting and other considerations
applicable to Original Issue Discount Securitie ne described in the applicable Prospectus Suipgte.

Except as described under "Merger, ConsolidatioBade" or as may be set forth in any ProspectupiSopent, the Indenture does not con
any other provisions that would limit the abilitfythe Operating Partnership to incur indebtednedbai would afford holders of the Debt
Securities protection in the event of (i) a higldyeraged or similar transaction involving the CGytierg Partnership, the management of the
Operating Partnership or the Company, or any aféilof any such party, (ii) a change of control(igra reorganization, restructuring, mer

or similar transaction involving the Operating PRarship that may adversely affect the holders @@kbt Securities. In addition, subject to
the limitations set forth under "Merger, Consolidator Sale," the Operating Partnership or the Caamgpmay, in the future, enter into certain
transactions, such as the sale of all or substyndith of its assets or the merger or consolidatid the Operating Partnership or the Company,
that would increase the amount of the Operatingn@eship's indebtedness or substantially reduediminate the Operating Partnership's
assets, which may have an adverse effect on thea@ge Partnership's ability to service its indelotess, including the Debt Securities. In
addition, restrictions on ownership and transférthe Company's common stock and preferred stodkiwdre designed to preserve its status
as a REIT may act to prevent or hinder a chang®wfrol.
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See "Description of Common Stock -- Certain PrayvisiAffecting Change of Control" and "DescriptidrPoeferred Stock -- Restrictions on
Ownership." Reference is made to the applicablsg&rctus Supplement for information with respectrip deletions from, modifications of
additions to the events of default or covenantsdhadescribed below, including any addition abaenant or other provision providing ev
risk or similar protection.

Reference is made to " -- Certain Covenants" belod/to the description of any additional covenavitls respect to a series of Debt
Securities in the applicable Prospectus Supplenawmept as otherwise described in the applicabbsgaictus Supplement, compliance with
such covenants generally may not be waived witheetsto a series of Debt Securities by the Boarfdigdctors of the Company as sole
general partner of the Operating Partnership ahbyTrustee unless the Holders of at least majoripyrincipal amount of all outstanding
Debt Securities of such series consent to suchemadxcept to the extent that the defeasance arehaat defeasance provisions of the
Indenture described under " -- Discharge, Defeasand Covenant Defeasance" below apply to sucbssefiDebt Securities. See " --
Modification of the Indenture."

GUARANTEES

The Company will fully, unconditionally and irrevaloly guarantee the due and punctual payment ofipahof, premium, if any, and interest
on any Debt Securities rated below investment geddie time of issuance by the Operating Partigraind the due and punctual paymer
any sinking fund payments thereon, when and asahe shall become due and payable, whether atuitpatate, by declaration of
acceleration, call for redemption or otherwiseadidition, Debt Securities rated investment gradg atso be accompanied by a Guarantee to
the extent and on the terms described in the adgBdProspectus Supplement.

DENOMINATIONS, INTEREST, REGISTRATION AND TRANSFER

Unless otherwise described in the applicable PaispeSupplement, the Debt Securities of any serfesh are registered securities, other
than registered securities issued in global forhi¢tv may be of any denomination), shall be issuabtienominations of $1,000 and any
integral multiple thereof and the Debt Securitidsol are bearer securities, other than bearer isiesussued in global form (which may be
any denomination), shall be issuable in denominatif $5,000 (Section 302).

Unless otherwise specified in the applicable ProsmeSupplement, the principal of (and premiunani) and interest on any series of Debt
Securities will be payable at the corporate triit® of the Trustee, provided that, at the optidrthe Operating Partnership, payment of
interest may be made by check mailed to the addfetb& Person entitled thereto as it appearsarafiplicable Security Register or by wire
transfer of funds to such Person at an accounttaiaad within the United States (Sections 301, &0d 1002).

Any interest not punctually paid or duly providext bn any Interest Payment Date with respect tebt Becurity ("Defaulted Interest") will
forthwith cease to be payable to the Holder oragiyglicable Regular Record Date and may either ktpahe Person in whose name such
Debt Security is registered at the close of busimesa special record date (the "Special Record"Ddr the payment of such Defaulted
Interest to be fixed by the Trustee, notice whestwidll be given to the Holder of such Debt Securdyless than 10 days prior to such Special
Record Date, or may be paid at any time in anyrddweful manner, all as more completely describrethie Indenture.

Subject to certain limitations imposed upon Deltusities issued in book-entry form, the Debt Sdaasiof any series will be exchangeable
for other Debt Securities of the same series arallie aggregate principal amount and tenor dedint authorized denominations upon
surrender of such Debt Securities at the corpdrage office of the Trustee referred to above.ddition, subject to certain limitations
imposed upon Debt Securities issued in book-ewiny f the Debt Securities of any series may be sdeeed for registration of transfer
thereof at the corporate trust office of the Tragteferred to above. Every Debt Security surrerdliéyeregistration of transfer or exchange
shall be duly endorsed or accompanied by a writtstmument of transfer. No service charge will bada for any registration of transfer or
exchange of any Debt Securities, but the TrusteabeoOperating Partnership may require paymentsofna sufficient to
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cover any tax or other governmental charge payialtennection therewith (Section 305). If the apalile Prospectus Supplement refers to
any transfer agent (in addition to the Trusted)alty designated by the Operating Partnership wégpect to any series of Debt Securities, the
Operating Partnership may at any time rescind #ségtiation of any such transfer agent or approsfgaage in the location through which
such transfer agent acts, except that Operatingétahip will be required to maintain a transfeemgn each place of payment for such se
The Operating Partnership may at any time desigaddéional transfer agents with respect to aniesesf Debt Securities (Section 1002).

Neither the Operating Partnership nor the Trudtedl be required (i) to issue, register the tranefeor exchange any Debt Security if st
Debt Security may be among those selected for rptilemduring a period beginning at the openingudibess 15 days before selection of
Debt Securities to be redeemed and ending at ¢ise df business on the day of such selection, or

(i) to register the transfer of or exchange angiRered Security so selected for redemption inlevbo in part, except, in the case of any
Registered Security to be redeemed in part, thiéomathereof not to be redeemed, or

(iii) to exchange any Bearer Security so selectedddemption except that such a Bearer Securitylmaexchanged for a Registered Sect
of that series and like tenor, provided that sueggiRered Security shall be simultaneously surmetifor redemption, or (iv) to issue, regis
the transfer of or exchange any Security whichldesen surrendered for repayment at the option offhider, except the portion, if any, of
such Debt Security not to be so repaid (Sectior).305

MERGER, CONSOLIDATION OR SALE

The Operating Partnership or the Company may categelwith, or sell, lease or convey all or subttdly all of its assets to, or merge with
or into, any other entity, provided that (a) thee@ing Partnership or the Company, as the casebmaghall be the continuing entity, or the
successor entity (if other than the Operating Rastnip or the Company, as the case may be) formed kesulting from any such
consolidation or merger or which shall have recgithe transfer of such assets shall expressly asgayment of the principal of (and
premium, if any) and interest on all the Debt Se®s and the due and punctual performance andedosee of all of the covenants and
conditions contained in the Indenture; (b) immesliatifter giving effect to such transaction, no Evef Default under the Indenture, and no
event which, after notice or the lapse of timebath, would become such an Event of Default, deale occurred and be continuing; and (c)
an officer's certificate and legal opinion coversugh conditions shall be delivered to the TrugBsetions 801 and 803).

CERTAIN COVENANTS

LIMITATIONS ON INCURRENCE OF DEBT. The Operating Raership will not, and will not permit any Subsidy to, incur any Debt (as
defined below), other than intercompany debt (regméng Debt to which the only parties are the Camypthe Operating Partnership and

of their Subsidiaries (but only so long as suchtDebeld solely by any of the Company, the Opamaiartnership and any Subsidiary) that is
subordinate in right of payment to the Debt Semgijtif, immediately after giving effect to the imecence of such additional Debt, the
aggregate principal amount of all outstanding Dx¥flihe Operating Partnership and its Subsidianea oonsolidated basis determined in
accordance with generally accepted accounting ipleis greater than 60% of the sum of (i) the 1@fieg Partnership's Total Assets (as
defined below) as of the end of the calendar quareered in the Operating Partnership's AnnualoRegn Form 10-K or Quarterly Report
on Form 10-Q, as the case may be, most recergly fith the Commission (or, if such filing is narmitted under the Exchange Act, with
the Trustee) prior to the incurrence of such addil Debt and (i) the increase in Total Assetsgtfitbe end of such quarter including, without
limitation, any increase in Total Assets resultirgm the incurrence of such additional Debt (suarease together with the Operating
Partnership's Total Assets shall be referred th@sAdjusted Total Assets") (Section 1011).

In addition to the foregoing limitations on the imence of Debt, the Operating Partnership will mod will not permit any Subsidiary to,
incur any Debt secured by any mortgage, lien, ahgstpdge, encumbrance or security interest ofkémy upon any of the property of the
Operating Partnership, or any Subsidiary ("Seclrelt"), whether owned at the date of the Indenturthereafter acquired, if, immediately
after giving effect to the incurrence of such aiddial Secured Debt, the aggregate principal amofial
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outstanding Secured Debt of the Operating Partipeesid its Subsidiaries on a consolidated bagsdater than 40% of the Operating
Partnership's Adjusted Total Assets (Section 1011).

In addition to the foregoing limitations on theimence of Debt, the Operating Partnership will motd will not permit any Subsidiary to,
incur any Debt if the ratio of Consolidated Incofeailable for Debt Service to the Annual Servicea@e (in each case as defined below
the four consecutive fiscal quarters most recestiyed prior to the date on which such additiondtieto be incurred shall have been less
than 1.5 to 1.0 on a pro forma basis after givifiigot to the incurrence of such Debt and to thdieation of the proceeds therefrom, and
calculated on the assumption that (i) such Debtaarydother Debt incurred by the Operating Partnprshits Subsidiaries since the first day
of such four-quarter period and the applicatiothef proceeds therefrom, including to refinance obebt, had occurred at the beginning of
such period, (ii) the repayment or retirement of ather Debt by the Operating Partnership or itss&liaries since the first day of such four-
quarter period had been incurred, repaid or retitettie beginning of such period (except that, akimg such computation, the amount of
Debt under any revolving credit facility shall bentputed based upon the average daily balance bf3ebt during such period), (iii) the
income earned on any increase in Adjusted Tota¢#ssince the end of such four-quarter period leghlearned, on an annualized basis,
during such period, and (iv) in the case of anyu#ition or disposition by the Operating Partngpstii any Subsidiary of any asset or grou
assets since the first day of such four-quarteogemcluding, without limitation, by merger, stopurchase or sale, or asset purchase or sale
such acquisition or disposition or any related yepant of Debt had occurred as of the first dayuathsperiod with the appropriate
adjustments with respect to such acquisition guaBgion being included in such pro forma calcalat{Section 1011).

For purposes of the foregoing provisions regardiglimitation on the incurrence of Debt, Debt tbal deemed to be "incurred" by the
Operating Partnership and its Subsidiaries on aaaated basis whenever the Operating Partneestdfts Subsidiaries on a consolidated
basis shall create, assume, guarantee or othelp@tsene liable in respect thereof.

MAINTENANCE OF TOTAL UNENCUMBERED ASSETS. The Optirg Partnership is required to maintain Total Unenbered Assets
of not less than 200% of the aggregate outstanglimgipal amount of all outstanding Unsecured D&g=ction 1012).

EXISTENCE. Except as permitted under "Merger, Ctidation or Sale," the Operating Partnership ard@ompany are required to do or
cause to be done all things necessary to presad/kegep in full force and effect their existendghts and franchises; PROVIDED,
HOWEVER, that the Operating Partnership or the Camypshall not be required to preserve any rigtitaosrchise if it determines that the
preservation thereof is no longer desirable incthreduct of its business and that the loss thesenbi disadvantageous in any material respect
to the Holders of the Debt Securities (Section 2007

MAINTENANCE OF PROPERTIES. The Operating Partngrshirequired to cause all of its material progsrtised or useful in the conduct
of its business or the business of any Subsid@abetmaintained and kept in good condition, repad working order and supplied with all
necessary equipment and to cause to be made alisey repairs, renewals, replacements, betterrapdtsnprovements thereof, all as in
judgment of the Operating Partnership may be naces® that the business carried on in connectieretvith may be properly ai
advantageously conducted at all times; PROVIDEDWHEYER, that the Operating Partnership and its Slieases shall not be prevented
from selling or otherwise disposing for value threispective properties in the ordinary course airtss (Section 1005).

INSURANCE. The Operating Partnership is requiredatal is required to cause each of its Subsidi#mideeep all of its insurable properties
insured against loss or damage at least equagtottten full insurable value with financially saliand reputable insurance companies
(Section 1006).

PAYMENT OF TAXES AND OTHER CLAIMS. Each of the Oming Partnership and the Company is required yoopaischarge or cause
to be paid or discharged, before the same shatihbedelinquent, (i) all taxes, assessments andrgmental charges levied or imposed upon
it or any Subsidiary or upon its income, profitgpooperty or that of any Subsidiary, and (ii) alMful claims for labor, materials and supplies
which, if unpaid, might by law become a lien upba property of the Operating Partnership, the Compar any Subsidiary; PROVIDED,
HOWEVER, that the Operating Partnership and the @om shall not be required
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to pay or discharge or cause to be paid or diseltbagy such tax, assessment, charge or claim vemesant, applicability or validity is being
contested in good faith by appropriate proceed{Sgstion 1013).

PROVISION OF FINANCIAL INFORMATION. The Holders ddebt Securities will be provided with copies of #renual reports and
quarterly reports of the Operating Partnership. ivéeor not the Operating Partnership is subject to

Section 13 or 15(d) of the Exchange Act and folosig as any Debt Securities are outstanding, ther&@img Partnership will, to the extent
permitted under the Exchange Act, be requiredi¢ovith the Commission the annual reports, quartesports and other documents that the
Operating Partnership would have been requiredeavith the Commission pursuant to such SectiomrlB5(d) (the "Financial Statements")
if the Operating Partnership were so subject, sloaatuments to be filed with the Commission on oomptd the respective dates (the "Required
Filing Dates") by which the Operating Partnershimd have been required so to file such documénite iOperating Partnership were so
subject. The Operating Partnership will also in aagnt (x) within 15 days of each Required Filingt®(i) transmit by mail to all Holders of
Debt Securities, as their names and addressesrapgha Security Register, without cost to suchdées, copies of the annual reports and
quarterly reports which the Operating Partnerstopiel have been required to file with the Commisgiarsuant to

Section 13 or 15(d) of the Exchange Act if the @iag Partnership were subject to such Sectiongigrfde with the Trustee copies of the
annual reports, quarterly reports and other doctsridat the Operating Partnership would have beeuired to file with the Commission
pursuant to Section 13 or 15(d) of the ExchangeifAbe Operating Partnership were subject to ssettions and (y) if filing such documel
by the Operating Partnership with the Commissiamispermitted under the Exchange Act, promptlyrupwitten request and payment of the
reasonable cost of duplication and delivery, sugplyies of such documents to any prospective HglBlection 1014).

As used herein and in the Prospectus Supplement:
"ANNUAL SERVICE CHARGE" as of any date means theoammt which is expensed in any 12-month periodriteriest on Debt.

"CONSOLIDATED INCOME AVAILABLE FOR DEBT SERVICE" fo any period means

Consolidated Net Income (as defined below) of tper@ting Partnership and its Subsidiaries (i) plu®unts which have been deducted for
(a) interest on Debt of the Operating Partnershipits Subsidiaries, (b) provision for taxes of @gerating Partnership and its Subsidiaries
based on income, (c) amortization of debt discoiitdepreciation and amortization, (e) the eftéfciny noncash charge resulting from a
change in accounting principles in determining @didated Net Income for such period, (f) amortiaatdf deferred charges,

(9) provisions for or realized losses on properdied (h) charges for early extinguishment of delok @) less amounts that have been incl.
for gains on properties.

"CONSOLIDATED NET INCOME" for any period means thmount of consolidated net income (or loss) of@perating Partnership and
Subsidiaries for such period determined on a cauhsteld basis in accordance with generally acceptedunting principles ("GAAP").

"DEBT" means any indebtedness, whether or not ngatit, in respect of (i) borrowed money evidencgtidnds, notes, debentures or sin
instruments,

(i) indebtedness secured by any mortgage, pldage,charge, encumbrance or any security inteneisting on property, (i) the
reimbursement obligations, contingent or otherwiiseonnection with any letters of credit actuasigued or amounts representing the bal:
deferred and unpaid of the purchase price of aopety except any such balance that constitutesarued expense or trade payable or (iv)
any lease of property which would be reflected @omsolidated balance sheet as a capitalized leasordance with GAAP, in the case of
items of indebtedness under (i) through (iii) abtvéhe extent that any such items (other thaerigtf credit) would appear as a liability on a
consolidated balance sheet in accordance with GAAR also includes, to the extent not otherwiskided, any obligation to be liable for, or
to pay, as obligor, guarantor or otherwise (othantfor purposes of collection in the ordinary seuof business), indebtedness of another
person.

"SUBSIDIARY" means a corporation, partnership arited liability company, a majority of the outstamgl voting stock, partnership intere
or membership interests, as the case may be, ahvibniowned or controlled, directly or indirectlyy the Operating Partnership or by one or
more other Subsidiaries of the Operating Partnprs$tor the purposes of this definition, "votingdtbmeans stock having the voting
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power for the election of directors, general pagnmanagers or trustees, as the case may be,evta¢tall times or only so long as no senior
class of stock has such voting power by reasomypfantingency.

"TOTAL ASSETS" as of any date means the sum ah@)Undepreciated Real Estate Assets and (iiltldiraassets of the Operating
Partnership and its Subsidiaries on a consolidadsis determined in accordance with GAAP (but edioly intangibles and accounts
receivable).

"TOTAL UNENCUMBERED ASSETS" means the sum of (iptfe Undepreciated Real Estate Assets not subjact émcumbrance and (ii)
all other assets of the Operating Partnership @n8lubsidiaries not subject to an encumbrancerdeted in accordance with GAAP (but
excluding intangibles and accounts receivable).

"UNDEPRECIATED REAL ESTATE ASSETS" as of any dateans the cost (original cost plus capital improvetsjeof real estate assets
the Operating Partnership and its Subsidiariesuch gate, before depreciation and amortizatiorerdéhed on a consolidated basis in
accordance with GAAP.

"UNSECURED DEBT" means Debt of the Operating Pashig or any Subsidiary which is not secured by maytgage, lien, charge, pledge
or security interest of any kind upon any of thepgarties owned by the Operating Partnership orddiitg Subsidiaries.

ADDITIONAL COVENANTS. Any additional or different@venants of the Operating Partnership or the Cognpatin respect to any series
of Debt Securities will be set forth in the ProgpscSupplement relating thereto.

EVENTS OF DEFAULT, NOTICE AND WAIVER

The Indenture provides that the following events'&vents of Default" with respect to any serie®ebt Securities issued thereunder: (a)
default for 30 days in the payment of any instalitnaf interest on any Debt Security of such sefflesdefault in the payment of the principal
of (or premium, if any on) any Debt Security of Bseries at its maturity; (c) default in making amyking fund payment as required for any
Debt Security of such series; (d) default in thefgrenance of any other covenant of the Operatingneéeship or the Company contained in
the Indenture (other than a covenant added tontthentture solely for the benefit of a series of Debturities issued thereunder other than
such series), such default having continued fod&®@ after written notice as provided in the Indegit (e) default in the payment of an
aggregate principal amount exceeding $5,000,0@Mhpfevidence of recourse indebtedness of the Qpgraartnership or the Company or
any mortgage, indenture or other instrument undechvsuch indebtedness is issued or by which susébitedness is secured, such default
having occurred after the expiration of any apiieagrace period and having resulted in the acagdar of the maturity of such indebtedne
but only if such indebtedness is not dischargesuoh acceleration is not rescinded or annulledsgfjain events of bankruptcy, insolvency or
reorganization, or court appointment of a receiliguidator or trustee of the Operating Partnersttip Company or any Significant
Subsidiary or any of their respective property; édany other Event of Default provided with resfg® a particular series of Debt Securit
The term "Significant Subsidiary" means each sigaift subsidiary (as defined in Regulation S-X putgated under the Securities Act) of
the Operating Partnership or the Company (Sectdn.5

If an Event of Default under the Indenture withpest to Debt Securities of any series at the timtstanding occurs and is continuing, the
every such case the Trustee or the Holders ofesstthan 25% in principal amount of the Outstan@iabt Securities of that series may
declare the principal amount (or, if the Debt Siims of that series are Original Issue Discourdusigies or Indexed Securities, such portion
of the principal amount as may be specified intdmms thereof) of all of the Debt Securities ofttharies to be due and payable immediately
by written notice thereof to the Operating Parthgrand the Company (and to the Trustee if givethieyHolders). However, at any time a
such a declaration of acceleration with respe&ébt Securities of such series (or of all Debt $ities then Outstanding under the Indenture,
as the case may be) has been made, but beforgragud or decree for payment of the money due has bbtained by the Trustee, the
Holders of not less than a majority in principalamt of Outstanding Debt Securities of such s€pesf all Debt Securities then Outstand
under the Indenture, as the case may be) may teanihannul such declaration and its consequeh(asthe Operating Partnership or the
Company shall have deposited with the Trusteeegllired payments of the principal of (and premiifrany) and interest on the Debt
Securities of such series (or of all Debt Secgitieen
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Outstanding under the Indenture, as the case mjayplos certain fees, expenses, disbursementsdvathees of the Trustee and (b) all Events
of Default, other than the non-payment of accedetgrincipal of (or specified portion thereof),pyemium (if any) or interest on the Debt
Securities of such series (or of all Debt Secwgitieen Outstanding under the Indenture, as themageie) have been cured or waived as
provided in the Indenture (Section 502). The Indemtlso provides that the Holders of not less thamajority in principal amount of the
Outstanding Debt Securities of any series (or ldbabt Securities then Outstanding under the Ingentas the case may be) may waive any
past default with respect to such series and its@guences, except a default (x) in the paymethiteoprincipal of (or premium, if any) or
interest on any Debt Security of such series om(ygspect of a covenant or provision containethelndenture that cannot be modified or
amended without the consent of the Holder of eaatst@nding Debt Security affected thereby (SeciibB).

The Trustee will be required to give notice to Haders of Debt Securities within 90 days of a défander the Indenture unless such default
has been cured or waived; PROVIDED, HOWEVER, thatTrustee may withhold notice to the Holders of series of Debt Securities of
any default with respect to such series (excemfault in the payment of the principal of (or premi if any) or interest on any Debt Security
of such series or in the payment of any sinkinglfunstallment in respect of any Debt Security affsgeries) if specified Responsible Offic

of the Trustee consider such withholding to benminterest of such Holders (Section 602).

The Indenture provides that no Holders of Debt 88es of any series may institute any proceedijugicial or otherwise, with respect to the
Indenture or for any remedy thereunder, excepténcase of failure of the Trustee, for 60 daysdioafter it has received a written request to
institute proceedings in respect of an Event ofabiffrom the Holders of not less than 25% in gpatamount of the Outstanding Debt
Securities of such series, as well as an offendéinnity reasonably satisfactory to it (Section)5This provision will not prevent, however,
any holder of Debt Securities from instituting doit the enforcement of payment of the principafaxid premium, if any) and interest on s
Debt Securities at the respective due dates théseafion 508).

Subject to provisions in the Indenture relatingtdaduties in case of default, the Trustee is umdeobligation to exercise any of its rights or
powers under the Indenture at the request or direcf any Holders of any series of Debt Securitieen Outstanding under the Indenture,
unless such Holders shall have offered to the &autereunder reasonable security or indemnitytig®e601). The Holders of not less than a
majority in principal amount of the Outstanding D&ecurities of any series (or of all Debt Secesithen Outstanding under the Indentur
the case may be) shall have the right to directithe, method and place of conducting any procegftinany remedy available to the Trus

or of exercising any trust or power conferred ug@nTrustee. However, the Trustee may refuse tovichny direction which is in conflict
with any law or the Indenture or would subject Tmastee to personal liability, or which may be ulydurejudicial to the holders of Debt
Securities of such series not joining therein (Bac512).

Within 120 days after the close of each fiscal y&a Operating Partnership and the Company (iDtblet Securities are Guaranteed
Securities) must deliver to the Trustee a certificaigned by one of several specified officerthefCompany, stating whether or not such
officer has knowledge of any default under the htdee and, if so, specifying each such defaulttaechature and status thereof (Sections
1009 and 1010).

MODIFICATION OF THE INDENTURE

Modifications and amendments of the Indenture béllpermitted to be made only with the consent @eMHblders of not less than a majority
principal amount of all Outstanding Debt Securiteseries of Outstanding Debt Securities whichadfected by such modification or
amendment; PROVIDED, HOWEVER, that no such modiftcaor amendment may, without the consent of tbiler of each such Debt
Security affected thereby, (a) change the Stateififia of the principal of, or premium (if any) any installment of interest on, any such
Debt Security, reduce the principal amount of hertate or amount of interest on, or any premiugapke on redemption of, any such Debt
Security, or reduce the amount of principal of aifgiDal Issue Discount Security that would be dod payable upon declaration of
acceleration of the maturity thereof or would bevable in bankruptcy, or adversely affect any rightepayment of the
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holder of any such Debt Security, change the ptdigyment, or the coin or currency, for paymenprficipal of, premium, if any, or intere
on any such Debt Security or impair the right tstitute suit for the enforcement of any paymenbowith respect to any such Debt Security;
(b) reduce the above-stated percentage of outstambt Securities of any series necessary to moadibmend the Indenture, to waive
compliance with certain provisions thereof or dartéefaults and consequences thereunder or to egtieacquorum or voting requirements set
forth in the Indenture; (c) modify or affect in amanner adverse to the Holders the terms and ¢onslibf the obligations of the Company in
respect of the payment of principal (and premidrany) and interest on any Guaranteed Securitiegl)anodify any of the foregoing
provisions or any of the provisions relating to tiver of certain past defaults or certain covésiagxcept to increase the required
percentage to effect such action or to provide ¢kahin other provisions may not be modified oiwed without the consent of the Holder of
such Debt Security (Section 902).

The Indenture provides that the Holders of not thas a majority in principal amount of a serie®uaftstanding Debt Securities have the r
to waive compliance by the Operating Partnershig@arthe Company with certain covenants relatinguch series of Debt Securities in the
Indenture (Section 1008).

Modifications and amendments of the Indenture héllpermitted to be made by the Operating Partngréfe Company and the Trustee
without the consent of any Holder of Debt Secuwsifiar any of the following purposes: (i) to evidertbe succession of another Person to the
Operating Partnership as obligor or the Comparyuasantor under the Indenture; (1) to add to theeoants of the Operating Partnership or
the Company for the benefit of the Holders of alhny series of Debt Securities or to surrenderraght or power conferred upon the
Operating Partnership or the Company in the Indentiii) to add Events of Default for the benefitthe Holders of all or any series of Debt
Securities; (iv) to add or change any provisionthefIndenture to facilitate the issuance of, ditieralize certain terms of, Debt Securities in
bearer form, or to permit or facilitate the issua€ Debt Securities in uncertificated form, praddhat such action shall not adversely affect
the interests of the Holders of the Debt Securitfesny series in any material respect; (v) to ain@nsupplement any provisions of the
Indenture, provided that no such amendment or sapght shall materially adversely affect the intexre$ the Holders of any Debt Securities
then Outstanding; (vi) to secure the Debt Securi{jei) to establish the form or terms of Debt G#es of any series; (viii) to provide for the
acceptance of appointment by a successor Trusfeeitibate the administration of the trusts untlex Indenture by more than one Trustee;
(ix) to cure any ambiguity, defect or inconsisteirtyhe Indenture, provided that such action shailadversely affect the interests of Holders
of Debt Securities of any series in any materigpeet; or (x) to supplement any of the provisiohthe Indenture to the extent necessary to
permit or facilitate defeasance and discharge pfsamnies of such Debt Securities, provided thah saagtion shall not adversely affect the
interests of the Holders of the Debt Securitiearof series in any material respect (Section 9@1addition, with respect to Guaranteed
Securities, without the consent of any Holder obD®ecurities the Company, or a subsidiary thempafy directly assume the due and
punctual payment of the principal of, any premiumd &nterest on all the Guaranteed Securities aagénformance of every covenant of the
Indenture on the part of the Operating Partnershlge performed or observed. Upon any such assamtie Company or such subsidiary
shall succeed to, and be substituted for and mescese every right and power of, the Operatingriaship under the Indenture with the s:
effect as if the Company or such subsidiary hach ltlkee issuer of the Guaranteed Securities and pleeafing Partnership shall be released
from all obligations and covenants with respedhtGuaranteed Securities. No such assumptionishgérmitted unless the Company has
delivered to the Trustee

(i) an officer's certificate and an opinion of ceeh stating, among other things, that the Guaeaautel all other covenants of the Company in
the Indenture remain in full force and effect aiijdan opinion of independent counsel that the leaddof Guaranteed Securities shall have no
United States Federal tax consequences as a oésulth assumption, and that, if any Debt Secuariie then listed on the New York Stock
Exchange, that such Debt Securities shall not bstelé as a result of such assumption (Section.805)

The Indenture provides that in determining whetherHolders of the requisite principal amount otsanding Debt Securities of a series
have given any request, demand, authorizationgtitirg notice, consent or waiver thereunder or Wwhet quorum is present at a meeting of
Holders of Debt Securities, (i) the principal ambahan Original Issue Discount Security that shalldeemed to be Outstanding shall be the
amount of the principal thereof that would be dnd payable as of the date of such determination
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upon declaration of acceleration of the maturigréof, (ii) the principal amount of a Debt Secudgnominated in a foreign currency that
shall be deemed Outstanding shall be the U.S.dedjaivalent, determined on the issue date for Sedbt Security, of the principal amount
(or, in the case of an Original Issue Discount Siggithe U.S. dollar equivalent on the issue d#teuch Debt Security of the amount
determined as provided in (i) above), (iii) thengipal amount of an Indexed Security that shallbemed Outstanding shall be the principal
face amount of such Indexed Security at origirliamce, unless otherwise provided with respeai¢h ;hdexed Security pursuant to the
Indenture, and (iv) Debt Securities owned by thei@png Partnership, the Company or any other obligpon the Debt Securities or any
affiliate of the Operating Partnership, the Compangf such other obligor shall be disregarded.

The Indenture contains provisions for conveningtngs of the Holders of Debt Securities of a seffsction 1501). A meeting will be
permitted to be called at any time by the Truséeel, also, upon request, by the Operating Partqergte Company (in respect of a series of
Guaranteed Securities) or the holders of at |e@t ih principal amount of the Outstanding Debt Siies of such series, in any such case
upon notice given as provided in the Indenture {{8ed 502). Except for any consent that must bemivy the Holder of each Debt Security
affected by certain modifications and amendments®findenture, any resolution presented at a mgeti adjourned meeting duly
reconvened at which a quorum is present will benitéed to be adopted by the affirmative vote of iHa@ders of a majority in principal
amount of the Outstanding Debt Securities of thaes; PROVIDED, HOWEVER, that, except as refeteedbove, any resolution with
respect to any request, demand, authorizationctitirg notice, consent, waiver or other action thay be made, given or taken by the
Holders of a specified percentage, which is leag thmajority, in principal amount of the OutstamgpDebt Securities of a series may be
adopted at a meeting or adjourned meeting dulymemmed at which a quorum is present by the affinreatote of the Holders of such
specified percentage in principal amount of thes@unding Debt Securities of that series. Any rasmiupassed or decision taken at any
meeting of Holders of Debt Securities of any sedigly held in accordance with the Indenture willdieding on all Holders of Debt Securit
of that series. The quorum at any meeting calleabitipt a resolution, and at any reconvened meetiitidge Persons holding or representir
majority in principal amount of the Outstanding D&ecurities of a series; provided, however, thahy action is to be taken at such meeting
with respect to a consent or waiver which may lvemgiby the Holders of not less than a specifiedgr@age in principal amount of the
Outstanding Debt Securities of a series, the Perkolling or representing such specified percentagencipal amount of the Outstanding
Debt Securities of such series will constitute argm (Section 1504).

Notwithstanding the foregoing provisions, any attio be taken at a meeting of Holders of Debt Sgesof any series with respect to ¢
action that the Indenture expressly provides mataken by the Holders of a specified percentagehvis less than a majority in principal
amount of the Outstanding Debt Securities of sesamay be taken at a meeting at which a quorumesept by the affirmative vote of
Holders of such specified percentage in principabant of the Outstanding Debt Securities of suctes€Section 1504).

DISCHARGE, DEFEASANCE AND COVENANT DEFEASANCE

The Operating Partnership may discharge certaigatibns to Holders of any series of Debt Secugitiat have not already been delivered to
the Trustee for cancellation and that either haaeme due and payable or will become due and payéthin one year (or scheduled for
redemption within one year) by irrevocably depaosgjtivith the Trustee, in trust, funds in such cucgeor currencies, currency unit or units or
composite currency or currencies in which such [Bduurities are payable in an amount sufficieqatp the entire indebtedness on such |
Securities in respect of principal (and premiunarif/) and interest to the date of such deposétugh Debt Securities have become due and
payable) or to the Stated Maturity or RedemptioteDas the case may be (Section 401).

Unless otherwise provided in the applicable ProsgeSupplement, the Operating Partnership may eléetr (a) to defease and discharge
itself and the Company (if such Debt Securities@uaranteed Securities) from any and all obligatiaith respect to such Debt Securities
(except for the obligation to pay additional amayiiftany, upon the occurrence of certain eventaxyfassessment or governmental charge
with respect to payments on such Debt Securitidstlad obligations to register the transfer or
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exchange of such Debt Securities, to replace teanpar mutilated, destroyed, lost or stolen Delusiies, to maintain an office or agency
in respect of such Debt Securities and to hold meffier payment in trust) ("defeasance") or

(b) to release itself and the Company (if such [Bdaturities are Guaranteed Securities) from thHaigations with respect to such Debt
Securities under certain sections of the Indenfin@uding the restrictions described under "Cer@ovenants") and if provided pursuant to
Section 301 of the Indenture, their obligationshwitspect to any other covenant, and any omissigormply with such obligations shall not
constitute a default or an Event of Default withpect to such Debt Securities ("covenant defeaSgriceither case upon the irrevocable
deposit by the Operating Partnership or the Comiéitiye Debt Securities are Guaranteed Securitiét) the Trustee, in trust, of an amount,
in such currency or currencies, currency unit gtsuor composite currency or currencies in whicthsDebt Securities are payable at Stated
Maturity, or Government Obligations (as definedomél, or both, applicable to such Debt Securitiegchvithrough the scheduled payment of
principal and interest in accordance with theimemill provide money in an amount sufficient toyghe principal of (and premium, if any)
and interest on such Debt Securities, and any ntandsinking fund or analogous payments thereortherscheduled due dates therefor
(Section 402).

Such a trust will only be permitted to be estal@isif, among other things, the Operating Partnprehithe Company (if the Debt Securities
are Guaranteed Securities) has delivered to thet§ewan Opinion of Counsel (as specified in themtare) to the effect that the Holders of
such Debt Securities will not recognize incomengailoss for U.S. Federal income tax purposesrasut of such defeasance or covenant
defeasance and will be subject to U.S. Federahiectax on the same amounts, in the same mannext dinel same times as would have been
the case if such defeasance or covenant defeaBada®t occurred, and such Opinion of Counsehéncase of defeasance, must refer to and
be based upon a ruling of the Internal Revenuei&epr a change in applicable United States Fediszame tax law occurring after the date
of the Indenture (Section 402).

"Government Obligations" means securities tha{iqairect obligations of the United States of Amgaror the government that issued the
foreign currency in which the Debt Securities @faaticular series are payable, for the paymentha€wits full faith and credit is pledged or
(i) obligations of a person controlled or supeeddy and acting as an agency or instrumentalith@tUnited States of America or such
government that issued the foreign currency in Withe Debt Securities of such series are paydidepayment of which is unconditionally
guaranteed as a full faith and credit obligatiorth®y United States of America or such other govemtirand that, in either case, are not
callable or redeemable at the option of the isthemeof, and shall also include a depository rédegued by a bank or trust company as
custodian with respect to any such Government @titig or a specific payment of interest on or gpatof any such Government Obligati
held by such custodian for the account of the haddl@ depository receipt, PROVIDED that (excepteruired by law) such custodian is not
authorized to make any deduction from the amouydiple to the holder of such depository receipt faomg amount received by the custodian
in respect of the Government Obligation or the Bimepgayment of interest on or principal of the @orment Obligation evidenced by such
depository receipt.

Unless otherwise provided in the applicable ProsmeBupplement, if after the Operating Partnershifhe Company (if the Debt Securities
are Guaranteed Securities) has deposited fundera@adiernment Obligations to effect defeasanceowerant defeasance with respect to
Debt Securities of any series,

(a) the Holder of a Debt Security of such seriemistled to, and does, elect pursuant to the Inderor the terms of such Debt Security to
receive payment in a currency, currency unit or pgosite currency other than that in which such diéfas been made in respect of such
Debt Security, or (b) a Conversion Event (as defipelow) occurs in respect of the currency, curyamdt or composite currency in which
such deposit has been made, the indebtednessarfmady such Debt Security shall be deemed to beer, and will be, fully discharged
and satisfied through the payment of the princgégdbnd premium, if any) and interest on such Ddxturity as they become due out of the
proceeds yielded by converting the amount so degmbsi respect of such Debt Security into the awye currency unit or composite currel
in which such Debt Security becomes payable asutref such election or such Conversion Event hasethe applicable market exchange
rate (Section 402). "Conversion Event" means tlssatéon of use of (i) a currency, currency unit@mposite currency both by the
government of the country that issued such curramcifor the settlement of transactions by a ceh&mak or other public institutions of or
within the international
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banking community, (ii) the ECU both within the Bpean Monetary System and for the settlement n§aetions by public institutions of or
within the European Union or (iii) any currency i composite currency other than the ECU forghiposes for which it was established.
Unless otherwise provided in the applicable ProgsmeBupplement, all payments of principal of (anehgum, if any) and interest on any
Debt Security that is payable in a foreign curretiat ceases to be used by its government of issustmall be made in U.S. dollars.

If the Operating Partnership effects covenant defieee with respect to any Debt Securities and Bettt Securities are declared due and
payable because of the occurrence of any Evenetdult other than the Event of Default describedl&use (d) under "Events of Default,
Notice and Waiver" with respect to Sections no Emgpplicable to such Debt Securities or describetause (g) under "Events of Defat
Notice and Waiver" with respect to any other coveraes to which there has been covenant defeastecamount in such currency, currel
unit or composite currency in which such Debt Siiesrare payable, and Government Obligations quosié with the Trustee, will be
sufficient to pay amounts due on such Debt Seesrit the time of their Stated Maturity but may m®sufficient to pay amounts due on such
Debt Securities at the time of the accelerationltiegy from such Event of Default. However, the @qing Partnership and the Company (if
such Debt Securities are Guaranteed Securities)dwemain liable to make payment of such amoungsaiuhe time of acceleration.

The applicable Prospectus Supplement may furthegrite the provisions, if any, permitting such @sfce or covenant defeasance,
including any modifications to the provisions désed above, with respect to the Debt Securitiesrafithin a particular series.

NO CONVERSION RIGHTS

The Debt Securities will not be convertible intoemchangeable for any capital stock of the Compargquity interest in the Operating
Partnership.

GLOBAL SECURITIES

The Debt Securities of a series may be issued wiendr in part in the form of one or more globatsgties (the "Global Securities") that will
be deposited with, or on behalf of, a depositdng (Depositary") identified in the applicable Presfus Supplement relating to such series.
Global Securities may be issued in either registerebearer form and in either temporary or permafegm. The specific terms of the
depositary arrangement with respect to a seri€ebt Securities will be described in the applicaPlespectus Supplement relating to such
series.

DESCRIPTION OF PREFERRED STOCK
GENERAL

The Company is authorized to issue 10,000,000 stadnereferred stock, $.01 par value per shareshach no Preferred Stock was
outstanding at the date hereof.

The following description of the Preferred Stocksderth certain general terms and provisions efRheferred Stock to which any Prospectus
Supplement may relate. The statements below désgtibe Preferred Stock are in all respects sulbgeand qualified in their entirety by
reference to the applicable provisions of the CamfsaAmended and Restated Articles of Incorporafiba "Articles of Incorporation™") and
Bylaws and any applicable amendment to the Artiofdsicorporation designating terms of a serieB&ferred Stock (a "Designating
Amendment").

TERMS

Subject to the limitations prescribed by the Aggbf Incorporation, the board of directors is atitted to fix the number of shares
constituting each series of Preferred Stock andiiséggnations and powers, preferences and rela@arécipating, optional or other special
rights and qualifications, limitations or restrats thereof, including such provisions as may lsireé concerning voting, redemption,
dividends, dissolution or the distribution of assebnversion or exchange, and such other sulpectstters as may
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be fixed by resolution of the board of directoreeTPreferred Stock will, when issued, be fully paidi nonassessable by the Company and
will have no preemptive rights.

Reference is made to the Prospectus Supplemetitceta the Preferred Stock offered thereby forc#ipeterms, including:

(1) The title and stated value of such PreferrextiSt

(2) The number of shares of such Preferred Stofekexf, the liquidation preference per share anatfeging price of such Preferred Stock;
(3) The dividend rate(s), period(s) and/or paynuate(s) or method(s) of calculation thereof appliedo such Preferred Stock;

(4) The date from which dividends on such PrefeBg&xtk shall accumulate, if applicable;

(5) The procedures for any auction and remarketfragy, for such Preferred Stock;

(6) The provision for a sinking fund, if any, farch Preferred Stock;

(7) The provision for redemption, if applicable,spich Preferred Stock;

(8) Any listing of such Preferred Stock on any séms exchange;

(9) The terms and conditions, if applicable, updral such Preferred Stock will be convertible i@tommon Stock of the Company,
including the conversion price (or manner of caitioh thereof);

(10) Whether interests in such Preferred Stockbéllepresented by Depositary Shares;
(11) Any other specific terms, preferences, righsitations or restrictions of such Preferred %toc
(12) A discussion of Federal income tax consideratiapplicable to such Preferred Stock;

(13) The relative ranking and preferences of suelielPred Stock as to dividend rights and rightsruliguidation, dissolution or winding up
the affairs of the Company;

(14) Any limitations on issuance of any series @f€rred Stock ranking senior to or on a parityhveitich series of Preferred Stock as to
dividend rights and rights upon liquidation, disg@n or winding up of the affairs of the Compaayd

(15) Any limitations on direct or beneficial ownkis and restrictions on transfer, in each caseashe appropriate to preserve the status of
the Company as a REIT.

RANK

Unless otherwise specified in the Prospectus Supgié, the Preferred Stock will, with respect toidiénd rights and rights upon liquidation,
dissolution or winding up of the Company, ranksghior to all classes or series of Common Sto¢ke@fCompany, and to all equity securities
ranking junior to such Preferred Stock; (ii) onaaify with all equity securities issued by the Camnp the terms of which specifically provide
that such equity securities rank on a parity whith Preferred Stock; and (iii) junior to all equsigcurities issued by the Company the terms of
which specifically provide that such equity sedastrank senior to the Preferred Stock. The temuite securities" does not include
convertible debt securities.

DIVIDENDS

Holders of the Preferred Stock of each seriesheilentitled to receive, when, as and if declarethbyboard of directors of the Company, out
of assets of the Company legally available for payincash dividends at such rates and on such asitegl be set forth in the applicable
Prospectus Supplement. Each such dividend shahpable to holders of record as they appear oshhee transfer books of the Company
such record dates as shall be fixed by the boaditrettors of the Company.

Dividends on any series of the Preferred Stock beagumulative or non-cumulative, as provided indpplicable Prospectus Supplement.
Dividends, if cumulative, will be cumulative fronme after the date
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set forth in the applicable Prospectus Supplenittite board of directors of the Company fails exldre a dividend payable on a dividend
payment date on any series of the Preferred Stwroktich dividends are non-cumulative, then thedbrd of such series of the Preferred
Stock will have no right to receive a dividend @spect of the dividend period ending on such divibdgayment date, and the Company will
have no obligation to pay the dividend accruedstash period, whether or not dividends on such serie declared payable on any future
dividend payment date.

If Preferred Stock of any series is outstandingdivadends will be declared or paid or set aparffayment on any capital stock of the
Company of any other series ranking, as to dividend a parity with or junior to the Preferred &tof such series for any period unless (i) if
such series of Preferred Stock has a cumulatividetid, full cumulative dividends have been or comgeraneously are declared and paid or
declared and a sum sufficient for the payment thfeset apart for such payment on the PreferredkSibsuch series for all past dividend
periods and the then current dividend period or

(ii) if such series of Preferred Stock does notehaumulative dividend, full dividends for thetheurrent dividend period have been or
contemporaneously are declared and paid or dectar@@ sum sufficient for the payment thereof pattafor such payment on the Preferred
Stock of such series. When dividends are not pafdli (or a sum sufficient for such full paymestriot so set apart) upon Preferred Stock of
any series and the shares of any other serieseférRed Stock ranking on a parity as to dividendh the Preferred Stock of such series, all
dividends declared upon Preferred Stock of sudesand any other series of Preferred Stock randimg parity as to dividends with such
Preferred Stock shall be declared pro rata saigagamount of dividends declared per share of RefeStock of such series and such other
series of Preferred Stock shall in all cases laath other the same ratio that accrued dividpadshare on the Preferred Stock of such
series (which shall not include any accumulatiorespect of unpaid dividends for prior dividendipds if such Preferred Stock does not f

a cumulative dividend) and such other series ofePred Stock bear to each other. No interest, or simoney in lieu of interest, shall be
payable in respect of any dividend payment or paymen Preferred Stock of such series which may berears.

Except as provided in the immediately preceding@eaph, unless (i) if such series of PreferrediShas a cumulative dividend, full
cumulative dividends on the Preferred Stock of sseriies have been or contemporaneously are de@ackdaid or declared and a sum
sufficient for the payment thereof set apart foympant for all past dividend periods and the thememt dividend period, and (ii) if such series
of Preferred Stock does not have a cumulative diwi full dividends on the Preferred Stock of sseties have been or contemporaneously
are declared and paid or declared and a sum sirffifdr the payment thereof set apart for paymenttfe then current dividend period, no
dividends (other than in shares of Common Stoaitlogr capital shares ranking junior to the Prefé8tock of such series as to dividends
upon liquidation) shall be declared or paid orasatle for payment or other distribution shall belaleed or made upon the Common Stock, or
any other capital shares of the Company rankingjuo or on a parity with the Preferred Stock o€ls series as to dividends or upon
liquidation, nor shall any shares of Common Staclkany other capital shares of the Company rankinipr to or on a parity with the
Preferred Stock of such series as to dividendponiquidation be redeemed, purchased or otheraggeired for any consideration (or any
moneys be paid to or made available for a sinkinglffor the redemption of any such shares) by tmgany (except by conversion into or
exchange for other capital shares of the Compamkimg junior to the Preferred Stock of such seags$o dividends and upon liquidation).

REDEMPTION

If so provided in the applicable Prospectus Supplanthe Preferred Stock will be subject to mangatedemption or redemption at the
option of the Company, as a whole or in part, ichezase upon the terms, at the times and at tleengtibn prices set forth in such Prospectus
Supplement.

The Prospectus Supplement relating to a seriesaféfPed Stock that is subject to mandatory redamptill specify the number of shares of
such Preferred Stock that shall be redeemed bgdnepany in each year commencing after a date gpbeified, at a redemption price per
share to be specified, together with an amountlequal accrued and unpaid dividends thereon (Wisigall not, if Preferred Stock does not
have a cumulative dividend, include any accumutaitiorespect of unpaid dividends for prior dividgretiods) to the date of redemption. The
redemption price may be payable in cash or othepeaty, as
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specified in the applicable Prospectus Supplentktite redemption price for Preferred Stock of aeyies is payable only from the net
proceeds of the issuance of capital shares of tmep@ny, the terms of such Preferred Stock may geothat, if no such capital shares shall
have been issued or to the extent the net prodemtsany issuance are insufficient to pay in ful taggregate redemption price then due,
such Preferred Stock shall automatically and manmidiate converted into the applicable capital glsasf the Company pursuant to
conversion provisions specified in the applicabespectus Supplement.

Notwithstanding the foregoing, unless (i) if suehias of Preferred Stock has a cumulative dividémtcumulative dividends on all shares
any series of Preferred Stock have been or conteanpously are declared and paid or declared aochassfficient for the payment thereof
set apart for payment for all past dividend periadd the then current dividend period, and (igu€h series of Preferred Stock does not have
a cumulative dividend, full dividends of the Preéat Stock of any series have been or contemporaheare declared and paid or declared
and a sum sufficient for the payment thereof sattdpr payment for the then current dividend péyioo shares of any series of Preferred
Stock shall be redeemed unless all outstandingReef Stock of such series is simultaneously reédeROVIDED, HOWEVER, that the
foregoing shall not prevent the purchase or actpiisof Preferred Stock of such series to pres#reeREIT status of the Company or
pursuant to a purchase or exchange offer madeeosatime terms to holders of all outstanding Pradesteck of such series. In addition,
unless (i) if such series of Preferred Stock hegraulative dividend, full cumulative dividends dhautstanding shares of any series of
Preferred Stock have been or contemporaneouslyeztared and paid or declared and a sum suffifierthe payment thereof set apart for
payment for all past dividends periods and the therent dividend period, and (ii) if such serié$ceferred Stock does not have a
cumulative dividend, full dividends on the Preferf®tock of any series have been or contemporaneatesideclared and paid or declared
a sum sufficient for the payment thereof set afwairpayment for the then current dividend peride, Company shall not purchase or
otherwise acquire directly or indirectly any shaoé®referred Stock of such series (except by cime into or exchange for capital share
the Company ranking junior to the Preferred Stdckueh series as to dividends and upon liquidatiBROVIDED, HOWEVER, that the
foregoing shall not prevent the purchase or actiisof Preferred Stock of such series to presdrg@eREIT status of the Company or
pursuant to a purchase or exchange offer madeeosatime terms to holders of all outstanding PredeBteck of such series.

If fewer than all of the outstanding shares of @nefd Stock of any series are to be redeemed utinder of shares to be redeemed will be
determined by the Company and such shares maydberre=d pro rata from the holders of record of shelres in proportion to the numbe
such shares held or for which redemption is regaklsy such holder (with adjustments to avoid redempf fractional shares) or by lot in a
manner determined by the Company.

Notice of redemption will be mailed at least 30 sldyt not more than 60 days before the redemptite td each holder of record of Prefer
Stock of any series to be redeemed at the addnesmson the share transfer books of the Compangh Batice shall state: (i) the redempt
date; (ii) the number of shares and series of thé&eRed Stock to be redeemed; (iii) the redemppioce; (iv) the place or places where
certificates for such Preferred Stock are to beesutered for payment of the redemption price; lfa} tividends on the shares to be redeemed
will cease to accrue on such redemption date; aifthie date upon which the holder's conversiohtsgif any, as to such shares shall
terminate. If fewer than all the shares of Pref@@éock of any series are to be redeemed, theenwtidled to each such holder thereof shall
also specify the number of shares of Preferredk3tmbe redeemed from each such holder. If notigedemption of any Preferred Stock has
been given and if the funds necessary for suchmmptien have been set aside by the Company infoushe benefit of the holders of any
Preferred Stock so called for redemption, then feord after the redemption date dividends will ceéasgccrue on such Preferred Stock, and
all rights of the holders of such shares will tarate, except the right to receive the redemptiacepr

LIQUIDATION PREFERENCE

Upon any voluntary or involuntary liquidation, didstion or winding up of the affairs of the Compatiyen, before any distribution or
payment shall be made to the holders of any Com&tock or any other class or series of capital shaf¢he Company ranking junior to the
Preferred Stock in the distribution of assets ug@oy liquidation, dissolution or winding up of thei@pany, the holders of each series of
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Preferred Stock shall be entitled to receive owssets of the Company legally available for distibn to shareholders liquidating
distributions in the amount of the liquidation gefnce per share (set forth in the applicable Reisp Supplement), plus an amount equal to
all dividends accrued and unpaid thereon (whicti sisd include any accumulation in respect of udpdividends for prior dividend periods if
such Preferred Stock does not have a cumulatividatid). After payment of the full amount of thedidating distributions to which they are
entitled, the holders of Preferred Stock will haeeright or claim to any of the remaining assetthefCompany. If, upon any such voluntary
or involuntary liquidation, dissolution or windingp, the available assets of the Company are ircsefiti to pay the amount of the liquidating
distributions on all outstanding Preferred Stoc# #re corresponding amounts payable on all shdrether classes or series of capital shares
of the Company ranking on a parity with the PrefdrBtock in the distribution of assets, then tHddrg of the Preferred Stock and all other
such classes or series of capital shares shak sagbly in any such distribution of assets irpprtion to the full liquidating distributions to
which they would otherwise be respectively entitled

If liquidating distributions shall have been madédiill to all holders of Preferred Stock, the reniag assets of the Company shall be
distributed among the holders of any other classesgries of capital shares ranking junior to thefétred Stock upon liquidation, dissolution
or winding up, according to their respective rightsl preferences and in each case according toréspiective number of shares. For such
purposes, the consolidation or merger of the Compath or into any other corporation, trust or éntor the sale, lease or conveyance of all
or substantially all of the property or businesshaf Company, shall not be deemed to constituitguadhtion, dissolution or winding up of the
Company.

VOTING RIGHTS

Holders of the Preferred Stock will not have antingrights, except as set forth below or as otlevirom time to time required by law or
indicated in the applicable Prospectus Supplement.

Whenever dividends on any shares of Preferred Stioalk be in arrears for six or more consecutivartgly periods, the holders of such
shares of Preferred Stock (voting separately dass avith all other series of preferred stock upiich like voting rights have been conferred
and are exercisable) will be entitled to vote far election of two additional directors of the Ca@mp at a special meeting called by the
holders of record of at least 10% of any serieBreferred Stock so in arrears (unless such redpiesteived less than 90 days before the date
fixed for the next annual or special meeting ofstexkholders) or at the next annual meeting aflkdtolders, and at each subsequent annual
meeting until (i) if such series of Preferred Stbels a cumulative dividend, all dividends accunadain such shares of Preferred Stock for
the past dividend periods and the then currentldivil period shall have been fully paid or declamed a sum sufficient for the payment
thereof set aside for payment or (i) if such senéPreferred Stock does not have a cumulativieleind, four consecutive quarterly dividends
shall have been fully paid or declared and a suificent for the payment thereof set aside for paytn In such case, the entire board of
directors of the Company will be increased by twedators.

Unless provided otherwise for any series of PreféStock, so long as any shares of Preferred $émokin outstanding, the Company will
not, without the affirmative vote or consent of tiwders of at least twthirds of the shares of each series of PreferredkSiutstanding at t
time, given in person or by proxy, either in wr@inor at a meeting (such series voting separatetydass), (i) authorize or create, or increase
the authorized or issued amount of, any classrigsef capital stock ranking prior to such sené®referred Stock with respect to payment
of dividends or the distribution of assets upomiligtion, dissolution or winding up or reclassifyyaauthorized capital stock of the Company
into such shares, or create, authorize or issuehliyation or security convertible into or evidérgthe right to purchase any such shares; or
(i) amend, alter or repeal the provisions of thePany's Articles of Incorporation or the DesigngtAmendment for such series of Prefel
Stock, whether by merger, consolidation or othesw#n "Event"), so as to materially and advers#ébcaany right, preference, privilege or
voting power of such series of Preferred Stockertolders thereof; PROVIDED, HOWEVER, with respecthe occurrence of any of the
Events set forth in (ii) above, so long as the &refl Stock remains outstanding with the termsetifematerially unchanged, taking into
account that upon the occurrence of an Event, trapgany may not be the surviving entity, the ocawresof any such Event shall not be
deemed to materially and
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adversely affect such rights, preferences, prieitegr voting power of holders of Preferred Stoott provided further that (x) any increase in
the amount of the authorized Preferred Stock octhation or issuance of any other series of PrdeBtock, or (y) any increase in the
amount of authorized shares of such series or tver series of Preferred Stock, in each case rgrikina parity with or junior to the Prefer
Stock of such series with respect to payment afidivds or the distribution of assets upon liqumatidissolution or winding up, shall not be
deemed to materially and adversely affect suchtsigireferences, privileges or voting powers.

The foregoing voting provisions will not apply &t or prior to the time when the act with respeawhich such vote would otherwise be
required shall be effected, all outstanding shafessich series of Preferred Stock shall have bedeemed or called for redemption and
sufficient funds shall have been deposited in trugtffect such redemption.

CONVERSION RIGHTS

The terms and conditions, if any, upon which amyeseof Preferred Stock is convertible into shae€ommon Stock will be set forth in the
applicable Prospectus Supplement relating thegioh terms will include the number of shares of @mm Stock into which the shares of
Preferred Stock are convertible, the conversiooepfor manner of calculation thereof), the conwergeriod, provisions as to whether
conversion will be at the option of the holdersh# Preferred Stock or the Company, the eventdnieguan adjustment of the conversion
price and provisions affecting conversion in theregwf the redemption of such series of PrefertediS

SHAREHOLDER LIABILITY

As discussed below under "Description of CommortiStoeGeneral," applicable Maryland law provides thashareholder, including holde
of Preferred Stock, shall be personally liabletfar acts and obligations of the Company and thefithds and property of the Company shall
be the only recourse for such acts or obligations.

RESTRICTIONS ON OWNERSHIP

As discussed below under "Description of Commortiste Certain Provisions Affecting Change of CohtrdOWNERSHIP LIMITATIONS
AND RESTRICTIONS ON TRANSFERS," for the Companyqualify as a REIT under the Internal Revenue Cdd86, as amended (the
"Code"), not more than 50% in value of its outstagdapital shares may be owned, directly or iratiye by five or fewer individuals (as
defined in the Code to include certain entitiesjriythe last half of a taxable year. To ensure tiia Company remains a qualified REIT, the
Articles of Incorporation provide that no holdether than persons approved by the directors at ¢ipdiion and in their discretion) may own,
or be deemed to own by virtue of the attributioovisions of the Code, more than 9.8% of the isaretloutstanding capital stock of the
Company. To assist the Company in meeting thisireouent, the Company may take certain actionand the beneficial ownership, direct
or indirectly, by a single person of the Compayitstanding equity securities, including any PreferStock of the Company. Therefore, the
Designating Amendment for each series of PrefeBtedk may contain provisions restricting the owhgrand transfer of the Preferred
Stock. The applicable Prospectus Supplement wélt$p any additional ownership limitation relatitma series of Preferred Stock.

REGISTRAR AND TRANSFER AGENT
The Registrar and Transfer Agent for the PrefeBtxtk will be set forth in the applicable ProspecBupplement.
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DESCRIPTION OF DEPOSITARY SHARES
GENERAL

The Company may issue receipts ("Depositary Rexdifiir Depositary Shares, each of which will regaet a fractional interest of a share of
a particular series of Preferred Stock, as spekifighe applicable Prospectus Supplement. Shdfeseterred Stock of each series represe
by Depositary Shares will be deposited under ars¢paeposit agreement (each, a "Deposit Agreemambng the Company, the depositary
named therein (a "Preferred Stock Depositary")thecholders from time to time of the Depositary &pts. Subject to the terms of the
applicable Deposit Agreement, each owner of a DiggrgsReceipt will be entitled, in proportion toetffractional interest of a share of a
particular series of Preferred Stock representetthéyepositary Shares evidenced by such Deposacgipt, to all the rights and
preferences of the Preferred Stock representeddiy Bepositary Shares (including dividend, votiognversion, redemption and liquidation
rights).

The Depositary Shares will be evidenced by DepsRaceipts issued pursuant to the applicable Oepgseement. Immediately following
the issuance and delivery of the Preferred StoctheyCompany to a Preferred Stock Depositary, thagany will cause such Preferred St
Depositary to issue, on behalf of the Company[ibpositary Receipts. Copies of the applicable fofdeposit Agreement and Depositary
Receipt may be obtained from the Company upon #gard the statements made hereunder relatingpodit Agreements and the
Depositary Receipts to be issued thereunder arensui®s of certain anticipated provisions thereaf da not purport to be complete and are
subject to, and qualified in their entirety by refece to, all of the provisions of the applicablepbsit Agreement and related Depositary
Receipts.

DIVIDENDS AND OTHER DISTRIBUTIONS

A Preferred Stock Depositary will be required tetdbute all cash dividends or other cash distidng received in respect of the applicable
Preferred Stock to the record holders of DeposiRageipts evidencing the related Depositary Sharpsoportion to the number of such
Depositary Receipts owned by such holders, subjem¢rtain obligations of holders to file proofsrtificates and other information and to |
certain charges and expenses to such Preferrekd Segmsitary.

In the event of a distribution other than in casPreferred Stock Depositary will be required &tritbute property received by it to the record
holders of Depositary Receipts entitled theretbjesxtt to certain obligations of holders to file pf®, certificates and other information and to
pay certain charges and expenses to such Prefetwekl Depositary, unless such Preferred Stock Depgsietermines that it is not feasible
to make such distribution, in which case such PrefeStock Depositary may, with the approval of@mpany, sell such property and
distribute the net proceeds from such sale to botders.

No distribution will be made in respect of any Dsipary Share to the extent that it represents aafeRed Stock that has been converte
exchanged.

WITHDRAWAL OF STOCK

Upon surrender of the Depositary Receipts at thparate trust office of the applicable PreferredcBtDepositary (unless the related
Depositary Shares have previously been calledeidemption or converted), the holders thereof vélebtitled to delivery at such office, to or
upon each such holder's order, of the number ofewnofractional shares of the applicable Prefe@&stk and any money or other property
represented by the Depositary Shares evidenceddbiyBepositary Receipts. Holders of Depositary Resevill be entitled to receive whole
or fractional shares of the related Preferred Statkhe basis of the proportion of Preferred Stegkesented by each Depositary Share as
specified in the applicable Prospectus Supplententholders of such shares of Preferred Stocknaillthereafter be entitled to receive
Depositary Shares therefor. If the Depositary Rasadelivered by the holder evidence a number @idSitary Shares in excess of the nun
of Depositary Shares representing the number oestaf Preferred Stock to be withdrawn, the apple#®referred Stock Depositary will be
required to deliver to such holder at the same imew Depositary Receipt evidencing such excestauof Depositary Shares.
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REDEMPTION OF DEPOSITARY SHARES

Whenever the Company redeems shares of Preferoeld B¢ld by a Preferred Stock Depositary, suchaPred Stock Depositary will be
required to redeem as of the same redemption kdateumber of Depositary Shares representing sbéths Preferred Stock so redeemed,
provided the Company shall have paid in full torsBeceferred Stock Depositary the redemption prfabe Preferred Stock to be redeemed
plus an amount equal to any accrued and unpaidetidis thereon to the date fixed for redemption.rédemption price per Depositary Sh
will be equal to the redemption price and any otirapunts per share payable with respect to theiPeef Stock. If fewer than all the
Depositary Shares are to be redeemed, the DepoSiteares to be redeemed will be selected pro aatadarly as may be practicable without
creating fractional Depositary Shares) or by amepequitable method determined by the Company.

From and after the date fixed for redemption, alidnds in respect of the shares of PreferredkStoccalled for redemption will cease to
accrue, the Depositary Shares so called for redempiill no longer be deemed to be outstanding @hdghts of the holders of the
Depositary Receipts evidencing the Depositary Shsoecalled for redemption will cease, except itpet to receive any moneys payable u
such redemption and any money or other propenyhich the holders of such Depositary Receipts wetéled upon such redemption upon
surrender thereof to the applicable Preferred SBmositary.

VOTING OF THE PREFERRED STOCK

Upon receipt of notice of any meeting at which hioéders of the applicable Preferred Stock areledtib vote, a Preferred Stock Depositary
will be required to mail the information containiedsuch notice of meeting to the record holderhefDepositary Receipts evidencing the
Depositary Shares that represent such Preferredt.Sfach record holder of Depositary Receipts ewidey Depositary Shares on the record
date (which will be the same date as the recore fdatthe Preferred Stock) will be entitled to mist such Preferred Stock Depositary as to
the exercise of the voting rights pertaining to @n@ount of Preferred Stock represented by suchehisl®epositary Shares. Such Preferred
Stock Depositary will be required to vote the amamfrPreferred Stock represented by such DeposBagares in accordance with such
instructions, and the Company will agree to takeessonable action that may be deemed necessaychyPreferred Stock Depositary in
order to enable such Preferred Stock Depositadptso. Such Preferred Stock Depositary will be iregito abstain from voting the amount
of Preferred Stock represented by such DepositaayeS to the extent it does not receive specifitruictions from the holders of Depositary
Receipts evidencing such Depositary Shares. A Pesf&Stock Depositary will not be responsible foy &ailure to carry out any instruction
vote, or for the manner or effect of any such votale, as long as any such action or non-actiong®od faith and does not result from
negligence or willful misconduct of such Prefer@&tdck Depositary.

LIQUIDATION PREFERENCE

In the event of the liquidation, dissolution or @ing up of the Company, whether voluntary or invaéry, the holders of each Depositary
Receipt will be entitled to the fraction of thedidation preference accorded each share of Prdf&tack represented by the Depositary S
evidenced by such Depositary Receipt, as set fortie applicable Prospectus Supplement.

CONVERSION OF PREFERRED STOCK

The Depositary Shares, as such, will not be coiblerinto Common Stock or any other securitiesropprty of the Company. Nevertheless,
if so specified in the applicable Prospectus Suppl relating to an offering of Depositary Shathe,Depositary Receipts may be
surrendered by holders thereof to the applicaldéePied Stock Depositary with written instructidnsuch Preferred Stock Depositary to
instruct the Company to cause conversion of théeResl Stock represented by the Depositary Shaiderced by such Depositary Receipts
into whole shares of Common Stock, other sharé¥@fierred Stock of the Company or other sharetoeksand the Company will agree that
upon receipt of such instructions and any amouaysiple in respect thereof, it will cause the cosioer thereof utilizing the same procedures
as those provided for delivery of Preferred Staxkffect such conversion. If the Depositary Sharedenced by a Depositary Receipt are to
be converted in part only, a new Depositary ReaaifiReceipts will be issued for any Depositary 8karot to be converted. No fractional
shares of Common
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Stock will be issued upon conversion, and if sustversion will result in a fractional share beisgued, an amount will be paid in cash by
Company equal to the value of the fractional irgebmsed upon the closing price of the Common Stodke last business day prior to the
conversion.

AMENDMENT AND TERMINATION OF A DEPOSIT AGREEMENT

Any form of Depositary Receipt evidencing Deposit8hares that will represent Preferred Stock alydpanvision of a Deposit Agreement
will be permitted at any time to be amended by agrent between the Company and the applicable Pedf&tock Depositary. However, any
amendment that materially and adversely altersitfits of the holders of Depositary Receipts ot thauld be materially and adversely
inconsistent with the rights granted to the holddrthe related Preferred Stock will not be effeetunless such amendment has been app
by the existing holders of at least two-thirdstw tipplicable Depositary Shares evidenced by thkcaple Depositary Receipts then
outstanding. No amendment shall impair the righibject to certain anticipated exceptions in the @#pAgreements, of any holder of
Depositary Receipts to surrender any DepositaryeRewvith instructions to deliver to the holder tledated Preferred Stock and all money
and other property, if any, represented therebgegixin order to comply with law. Every holder of autstanding Depositary Receipt at the
time any such amendment becomes effective shalebmed, by continuing to hold such Depositary Rect consent and agree to such
amendment and to be bound by the applicable Depgstement as amended thereby.

A Deposit Agreement will be permitted to be ternt@thby the Company upon not less that 30 days’ paiitten notice to the applicable
Preferred Stock Depositary if (i) such terminatismecessary to preserve the Company's statuRE&$Taor (ii) a majority of each series of
Preferred Stock affected by such termination catssinsuch termination, whereupon such Preferredk3Depositary will be required to
deliver or make available to each holder of DepogiReceipts, upon surrender of the Depositary iRecheld by such holder, such number
of whole or fractional shares of Preferred Stockr@srepresented by the Depositary Shares eviddncedch Depositary Receipts together
with any other property held by such Preferred Bepositary with respect to such Depositary Raseiphe Company will agree that if a
Deposit Agreement is terminated to preserve the @amy's status as a REIT, then the Company wilitsdgest efforts to list the Preferred
Stock issued upon surrender of the related Depgsiares on a national securities exchange. litiaada Deposit Agreement will
automatically terminate if (i) all outstanding Dajtary Shares thereunder shall have been rededi)edere shall have been a final
distribution in respect of the related Preferregc&tin connection with any liquidation, dissolutionwinding up of the Company and such
distribution shall have been distributed to thedeos of Depositary Receipts evidencing the Depgsiaares representing such Preferred
Stock or

(iii) each share of the related Preferred StocHl $faae been converted into stock of the Compartysnaepresented by Depositary Shares.

CHARGES OF A PREFERRED STOCK DEPOSITARY

The Company will pay all transfer and other taxed governmental charges arising solely from theterice of a Deposit Agreement. In
addition, the Company will pay the fees and expgusa Preferred Stock Depositary in connectiomwie performance of its duties under a
Deposit Agreement. However, holders of Depositaggd®pts will pay certain other transfer and otlages and governmental charges as well
as the fees and expenses of a Preferred Stock ieyder any duties required by such holders tgpbgormed which are outside of those
expressly provided for in the applicable Depositégmnent.

RESIGNATION AND REMOVAL OF DEPOSITARY

A Preferred Stock Depositary will be permitted ésign at any time by delivering to the Companya®tf its election to do so, and the
Company will be permitted at any time to removeaefé&red Stock Depositary, any such resignatiorenroval to take effect upon the
appointment of a successor Preferred Stock Deppsiasuccessor Preferred Stock Depositary wilkdmuired to be appointed within 60 d
after delivery of the notice of resignation or reraband will be required to be a bank or trust camphaving its principal office in the Unit
States and having a combined capital and surplas lefist $50,000,000.
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MISCELLANEOUS

A Preferred Stock Depositary will be required toafard to holders of Depositary Receipts any repamts communications from the
Company which are received by such Preferred Stmpositary with respect to the related PreferredtiSt

Neither a Preferred Stock Depositary nor the Compelt be liable if it is prevented from or delay@d by law or any circumstances beyc

its control, performing its obligations under a Bsipary Agreement. The obligations of the Compamy a Preferred Stock Depositary under
a Deposit Agreement will be limited to performirgeir duties thereunder in good faith and withowgligence (in the case of any action or
inaction in the voting of Preferred Stock repreedrity the applicable Depositary Shares), grossgeuie or willful misconduct, and neither
the Company nor any applicable Preferred Stock Biggry will be obligated to prosecute or defend kemal proceeding in respect of any
Depositary Receipts, Depositary Shares or sharBsedérred Stock represented thereby unless satisfandemnity is furnished. The
Company and any Preferred Stock Depositary wilh&enitted to rely on written advice of counsel oc@untants, or information provided by
persons presenting shares of Preferred Stock mpessthereby for deposit, holders of Depositargei#s or other persons believed in good
faith to be competent to give such information, andlocuments believed in good faith to be genaimgsigned by a proper party.

In the event a Preferred Stock Depositary shaivecconflicting claims, requests or instructiorati any holders of Depositary Receipts, on
the one hand, and the Company, on the other hanl,Rreferred Stock Depositary shall be entitleddtoon such claims, requests or
instructions received from the Company.

DESCRIPTION OF COMMON STOCK
GENERAL

The authorized capital stock of the Company inckut@0,000,000 shares of Common Stock, $.01 paeyadushare. Each outstanding share
of Common Stock entitles the holder to one votalbmatters presented to shareholders for a vatédetis of Common Stock have no
preemptive rights. As of September 30, 1996, thene 31,788,067 shares of Common Stock outstaratidgl,374,528 shares reserved for
issuance upon exchange of outstanding Units.

Shares of Common Stock currently outstanding atedifor trading on the New York Stock Exchange (tRYSE"). The Company will app
to the NYSE to list the additional shares of Comr&tock to be sold pursuant to any Prospectus Sogpie and the Company anticipates
that such shares will be so listed.

All shares of Common Stock issued will be duly awided, fully paid, and non-assessable. Distrimgimay be paid to the holders of
Common Stock if and when declared by the boardrettbrs of the Company out of funds legally avaliéetherefor. The Company intends to
continue to pay quarterly dividends.

Under Maryland law, shareholders are generallyliabte for the Company's debts or obligationshd Company is liquidated, subject to the
right of any holders of preferred stock, if anyréaeive preferential distributions, each outstagdihare of Common Stock will be entitled to
participate pro rata in the assets remaining afigment of, or adequate provision for, all knowbtdeand liabilities of the Company.

The Articles of Incorporation of the Company pravidr the board of directors to be divided intcethclasses of directors, each class to
consist as nearly as possible of one-third of ihectbrs. At each annual meeting of shareholdbesclass of directors to be elected at such
meeting will be elected for a three-year term dradirectors in the other two classes will contiueffice. The overall effect of the
provisions in the Articles of Incorporation withspect to the classified board may be to render miffieult a change of control of the
Company or removal of incumbent management. Holde&ommon Stock have no right to cumulative votiogthe election of directors.
Consequently, at each annual meeting of sharelslthex holders of a plurality of the shares of CamrBtock are able to elect all of the
successors of the class of directors whose terrnesxat that meeting. Directors may be removed @orlgause and
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only with the affirmative vote of the holders ofavthirds of the shares of capital stock entitlegdte in the election of directors.
CERTAIN PROVISIONS AFFECTING CHANGE OF CONTROL

GENERAL. Pursuant to the Company's Articles of ipowation and the Maryland general corporation (ene "MGCL"), the Company
cannot merge into or consolidate with another c@tion or enter into a statutory share exchangesgetion in which it is not the surviving
entity or sell all or substantially all of the assef the Company unless the Board of Directorgptia resolution declaring the proposed
transaction advisable and a majority of stockhadagntitled to vote thereon (voting together asglsiclass) approve the transaction. In
addition, the agreement of limited partnershiphaf ©perating Partnership (the "Operating Partngr&greement") requires that any such
merger or sale of all or substantially all of tlesets of the Operating Partnership be approvednbgjarity of the holders of Units (including
Units owned by the Company).

MARYLAND BUSINESS COMBINATION AND CONTROL SHARE STAUTES. The MGCL establishes special requirementls wi
respect to business combinations between Marylarqbeations and interested stockholders unless ptiens are applicable. Among other
things, the law prohibits for a period of five yea merger and other specified or similar trangastbetween a company and an interested
stockholder and requires a supermajority vote fiehdransactions after the end of the five-yeaiopeThe Company's Articles of
Incorporation contain a provision exempting the @amny from the requirements and provisions of theylad business combination statt
There can be no assurance that such provisiomuatilbe amended or repealed at any point in thedutu

The MGCL also provides that control shares of ayNéard corporation acquired in a control share agitjah have no voting rights except to
the extent approved by a vote of two-thirds ofibtes entitled to be cast on the matter, excludhmyes owned by the acquiror or by officers
or directors who are employees of the Company.cbimérol share acquisition statute does not appheres acquired in a merger,
consolidation or share exchange if the Companypiarty to the transaction, or to acquisitions apptoor exempted by the Articles of
Incorporation or bylaws of the Company. The Commbylaws contain a provision exempting from thetoal share acquisition statute any
and all acquisitions by any person of the Compastg'sk. 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 Marglldusiness combination statute)
may not be amended without the affirmative votatdeast a majority of the shares of capital simaistanding and entitled to vote thereon
voting together as a single class, provided thaateprovisions of the Articles of Incorporatioragnnot be amended without the approval of
the holders of twdhirds of the shares of capital stock of the Conypautstanding and entitled to vote thereon votogether as a single cla
The Company's bylaws may be amended by the Bodbirectors or a majority of the shares cast of @dgitock entitled to vote thereupon at
a 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 TRANSFER&or the Company to remain qualified as a REITeuride Code,

not more than 50% in value of its outstanding shafeCommon Stock may be owned, directly or indlyedy five or fewer individuals
(defined in the Code to include certain entitias)img the last half of a taxable year, and sucheshenust be beneficially owned by 100 or
more persons during at least 335 days of a taxaaleof 12 months or during a proportionate pad ehorter taxable year. To ensure that the
Company remains a qualified REIT, the Articlesmfdrporation provide that no holder (other tharspes approved by the directors at their
option and in their discretion) may own, or be dedrno own by virtue of the attribution provisiorfstioe Code, more than 9.8% (the
"Ownership Limit") of the issued and outstandingital stock of the Company. The Board of Director@y waive the Ownership Limit if
evidence satisfactory to the Board of Directors nr@dCompany's tax counsel is presented that taeges in ownership will not jeopardize
the Company's status as a REIT.
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If any stockholder purports to transfer sharespem@on and either the transfer would result inGbenpany failing to qualify as a REIT, or
stockholder knows that such transfer would causdrtinsferee to hold more than the Ownership Litié,purported transfer shall be null :
void, and the stockholder will be deemed not toehmansferred the shares. In addition, if any petsads shares of capital stock in excess of
the Ownership Limit, such person will be deemeddtul the excess shares in trust for the Comparynait receive distributions with respect
to such shares and will not be entitled to votéhssitares. The person will be required to sell sinares to the Company for the lesser of the
amount paid for the shares and the average clgsiog for the 10 trading days immediately precedimgredemption or to sell such shares at
the direction of the Company, in which case the gany will be reimbursed for its expenses in conpaavith the sale and will receive any
amount of such proceeds that exceeds the amoumipsuson paid for the shares. If the Company réyases such shares, it may pay for the
shares with Units. The foregoing restrictions @msferability and ownership will not apply if the&d of Directors and the stockholders (by
the affirmative vote of the holders of two-thirdstloe outstanding shares of capital stock entitbedote on the matter) determine that it is no
longer in the best interests of the Company toinaetto qualify as a REIT.

All certificates representing shares of Common Stozar a legend referring to the restrictions dbedrabove.

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

These ownership limitations could have the effégrecluding acquisition of control of the Compdmnya third party unless the Board of
Directors and the stockholders determine that reaarice of REIT status is no longer in the bestésteof the Company.

REGISTRAR AND TRANSFER AGENT
The Registrar and Transfer Agent for the CommormrlSts First Union National Bank, Charlotte, NortarGlina.
FEDERAL INCOME TAX CONSIDERATIONS

The following summary of certain Federal income ¢arsiderations to the Company is based on culaents for general purposes only, and
is not tax advice. The summary addresses the rabEerdleral income tax considerations relating éo@ompany's REIT status, as well as
material Federal income tax considerations relatindpe Operating Partnership. The tax treatmeattodlder of any of the Securities will vi
depending upon the terms of the specific securdgegiired by such holder, as well as his particsitaiation, and this discussion does not
attempt to address any aspects of Federal incara@da relating to holders of Securities. Certagu€ral income tax considerations relevant
to holders of the Securities will be provided ie tpplicable Prospectus Supplement relating thereto

EACH INVESTOR IS ADVISED TO CONSULT HIS OWN TAX ADVOR REGARDING THE TAX CONSEQUENCES TO HIM OF
THE PURCHASE, OWNERSHIP AND SALE OF THE OFFERED SHRTIES, INCLUDING THE FEDERAL, STATE, LOCAL,
FOREIGN AND OTHER TAX CONSEQUENCES OF SUCH PURCHASBENNERSHIP AND SALE AND OF POTENTIAL CHANGES
IN APPLICABLE TAX LAWS.

TAXATION OF THE COMPANY AS A REIT

GENERAL. Commencing with its taxable year endedddaioer 31, 1994, the Company has elected to be tsxadeal estate investment t
under sections 856 through 860 of the Code. Thepgaombelieves that, commencing with its taxable yealed December 31, 1994, it has
been organized and is operating in
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such a manner as to qualify for taxation as a REider the Code, and the Company intends to contmaperate in such a manner, but no
assurance can be given that it has operated oopéllate in a manner so as to qualify or remaitifipch

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

Smith Helms Mulliss & Moore, L.L.P. has acted as¢aunsel to the Company in connection with therifig of the Securities and the
Company's election to be taxed as a REIT and impir@on of Smith Helms Mulliss & Moore, L.L.P., eomencing with the Company's
taxable year ended December 31, 1994, the Compspden organized and operated in conformity wgtréquirements for qualification

and taxation as a REIT under the Code, and the @oy'gpcurrent organization and proposed methogerfation will enable it to continue to
meet the requirements for qualification and taxatie a REIT under the Code. This opinion is basetthe factual representations of the
Company concerning its business and propertiesetar, such qualification and taxation as a RElfethels upon the Company's ability to
meet the various qualification tests imposed utigerCode discussed below on a continuing basisutjtr actual annual operating results,
distribution levels and diversity of stock ownephiccordingly, no assurance can be given thaatteal results of the Company's operations
for any particular taxable year will satisfy sueguirements.

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 substantialiminating the Federal "double taxation" on éags (once at the corporate level when
earned and once again at the stockholder level wistributed) that usually results from investmdnta corporation. Nevertheless, the
Company will be subject to Federal income tax #lsvis: First, the Company will be taxed at regudarporate rates on its undistributed R
taxable income, including undistributed net cagihs. Second, under certain circumstances, thep@oy may be subject to the "alternative
minimum tax" as a consequence of its items of tatgpence. Third, if the Company has net incommftbe sale or other disposition of
"foreclosure property" that is held primarily fale to customers in the ordinary course of businesgher non-qualifying income from
foreclosure property, it will be subject to taxla highest corporate rate on such income. 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 busjpasich income will be subject to a 100% tax.hFiftthe Company should fail to satisfy
either of the 75% or 95% gross income tests (dsedibelow) but has nonetheless maintained itsfopadion as a REIT because certain other
requirements have been met, it will be subject 10@%6 tax on the net income attributable to theigreof the amount by which the Company
fails either the 75% or 95% test, multiplied byraction intended to reflect the Company's profitghiSixth, if the Company fails to

distribute during each year at least the sum @56 of its ordinary income for such year, (ii) 98%its capital gain net income for such year
and (iii) any undistributed taxable income fromopiperiods, the Company will be subject to a 4%sxtax on the excess of such required
distribution over the amounts actually distribut8dventh, if the Company should acquire any asset & C corporation (i.e., a corporation
generally subject to full corporate-level tax) icaryover-basis transaction and the Company sulesely recognizes gain on the disposition
of such asset during the 10-year period (the "Reitiog Period") beginning on the date on which élsset was acquired by the Company,
then, to the extent of the excess of (a) the fairket value of the asset as of the beginning oafiicable Recognition Period over (b) the
Company's adjusted basis in such asset as of therieg of such Recognition Period (the "Built-Imi@"), such gain will be subject to tax at
the highest regular corporate rate, pursuant tdgimes issued by the IRS (the "Built-In Gain RUjes
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REQUIREMENTS FOR QUALIFICATION

To qualify as a REIT, the Company has elected tedbgeated and must meet the requirements, disduimdow, relating to the Company's
organization, sources of income, nature of assetslestributions of income to stockholders.

ORGANIZATIONAL REQUIREMENTS. The Code defines a REds a corporation, trust or association: (i) teahanaged 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 persams] (vi) during the last half of each
taxable year not more than 50% in value of thetanting stock of which is owned, directly or inditlg, through the application of certain
attribution rules, by five or fewer individuals (dsfined in the Code to include certain entitiés)addition, certain other tests regarding the
nature of its income and assets, described belsw naust be satisfied. The Code provides that ¢mmdi (i) through (iv), inclusive, must be
met during the entire taxable year and that caonlifr) must be met during at least 335 days okalie year of 12 months, or during a
proportionate part of a taxable year of less tHambnths. For purposes of conditions (v) and @énsion funds and certain other tax-exempt
entities are treated as individuals or persongestito a "look-through" exception in the case afdition (vi). In addition, the Company's
Articles of Incorporation currently include certagstrictions regarding transfer of its Common 8fa¢hich restrictions are intended (among
other things) to assist the Company in continumgatisfy conditions (v) and (vi) above.

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 partigittributable to such share. In addition,
the character of the assets and gross income giattieership retain the same character in the hafidfee REIT for purposes of Section 85¢
the Code, including satisfying the gross incoméstaad asset tests. Thus, the Company's propadetishare of the assets, liabilities and it

of income of the Operating Partnership (including ©Operating Partnership's share of the assetiaduildies 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 qualification@a&EIT, the Company annually must satisfy thresgincome requirements. First, at
least 75% of the Company's gross income (exclugings income from prohibited transactions) for eagiable year must be derived directly
or indirectly from investments relating to real pesty; including investments in other REITS, or tgages on real property (including "rents
from real property" and, in certain circumstangetgrest) or from certain types of temporary inmestts. Second, at least 95% of the
Company's gross income (excluding gross income fyoohibited transactions) for each taxable yeartrhaglerived from such real property
investments, dividends, interest and gain fromstie or disposition of stock or securities (or frany combination of the foregoing). Third,
short-term gain from the sale or other dispositbbstock or securities, gain from prohibited trasti&ms and gain on the sale or other
disposition of real property held for less thanrfgears (apart from involuntary conversions anésalf foreclosure property) must represent
less than 30% of the Company's gross income (iimdugiross income from prohibited transactions)dach taxable year.

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, dmount of rent must not be based in whole oan gn the income or profits of any person.
However, an amount received or accrued generallyhai be excluded from the term "rents from reaperty” solely by reason of being
based on a fixed percentage or percentages opteawisales. Second, the Code provides that recé$ved from a tenant will not qualify as
"rents from real property" in satisfying the grassome tests if the REIT, or an owner of 10% of enof the REIT, directly or constructively
owns 10% or more of such tenant (a "Related Pahamt"). Third, if rent attributable to personabperty, leased in connection with a lease
of real property, is greater than 15% of the togak received under the lease, then the portioemdfattributable to such personal property
not qualify as "rents from real property." Finalfgr rents
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received to qualify as "rents from real properthg REIT generally must not operate or manage tthpapty or furnish or render services to
the tenants of such property, other than througim@ependent contractor from whom the REIT derivesevenue, provided, however, the
Company may directly perform certain services #rat"usually or customarily rendered" in connectioth the rental of space for occupancy
only and are not otherwise considered "renderd¢damccupant” of the property.

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 daiigréving rent attributable to personal properysied in connection with real property that
exceeds 15% of the total rents or receiving remhfRelated Party Tenants.

The Operating Partnership does provide certaincEswith respect to the Properties. The Compaligues that the services with respect to
the Properties that are and will be provided diyesmte 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 suchices will not cause rents received with
respect to the Properties to fail to qualify agsdrom real property. Services with respect toRheperties that the Company believes may
be provided by the Company or the Operating Pastgdirectly without jeopardizing the qualificatief rent as "rents from real property"
will be performed by independent contractors.

The Operating Partnership and the Company recee®ih consideration of the performance of propadpagement and brokerage and
leasing services with respect to certain Propentigowned entirely by the Operating PartnershimhSees will not qualify under the 75% or
the 95% gross income tests. The Operating Partipeatdo may receive certain other types of incontl vespect to the properties it owns
that will not qualify for either of these tests.dddition, distributions on the Operating Partngrststock in the Service Companies and its
allocable portion of the income earned by Forsy#nt€r Brokerage will not qualify under the 75% grascome test. The Company believes,
however, that the aggregate amount of such feestied nongqualifying income in any taxable year will not catbe Company to exceed
limits on non-qualifying income under either th&@dr 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 cengprovisions of the Code. These relief provisionislve generally available if (i) the Company's
failure to meet these tests was due to reasonabkeand not due to willful neglect, (i) the Comypattaches a schedule of the sources of its
income to its Federal income tax return and (iiy &ancorrect information on the schedule is not tufaud with intent to evade tax. It is not
possible, however, to state whether in all circamsges the Company would be entitled to the beagftiese relief provisions. For example
the Company fails to satisfy the gross income testause non-qualifying income that the Comparsniitinally incurs exceeds the limits on
such income, the IRS could conclude that the Coylpdailure to satisfy the tests was not due tsoeable cause. As discussed above in " --
Federal Income Taxation of the Company," evendtthrelief provisions apply, a tax would be imposét respect to the excess net income.
No similar mitigation provision provides reliefttie Company fails the 30% income test, and in sacle, the Company would ceas:

qualify as a REIT.

ASSET TESTS. At the close of each quarter of itsltde year, the Company also must satisfy thrae tekating to the nature and
diversification of its assets. First, at least 76Pthe value of the Company's total assets mus¢jesented by real estate assets, including
shares in other REITS, cash, cash items and gowsrinsecurities. Second, no more than 25% of thepaogis total assets may be
represented by securities other than those inib& &set class. Third, of the investments includéke 25% asset class, the value of any one
issuer's securities owned by the Company may rosexk5% of the value of the Company's total asaatsthe Company may not own more
than 10% of any one issuer's outstanding votingriees.

The 5% test must generally be met for any quanterhiich the Company acquires securities of an isStaus, this requirement must be
satisfied not only on the date on which the Compatuired the securities of the Service Compabigisalso each time the Company
increases its ownership of their respective sdesr{tncluding as a result of increasing its inséie the Operating Partnership as limited
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partners exercise their redemption rights). AltHotlte Company plans to take steps to ensure thatisffies the 5% value test for any quarter
with respect to which retesting is to occur, theaa be no assurance that such steps will alwagsidmessful or will not require a reduction in
the Company's overall interest in either of thevi®er Companies.

The Operating Partnership owns 100% of the nongattock and 1% of the voting stock of each of thevi8e Companies, and by virtue of
ownership of Units, the Company will be considet@dwn its pro rata share of such stock. See "Tom@any and the Operating
Partnership”. Neither the Company nor the Opera®iadnership, however, will own more than 1% of\tbéng securities of either of the
Service Companies. In addition, the Company anskitsor management do not believe that the Comp@ng'rata share of the value of the
securities of either of the Service Companies eds&6 of the total value of the Company's asséts.Jompany's belief is based in part
upon its analysis of the estimated value of theisies of each of the Service Companies ownechbyQperating Partnership relative to the
estimated value of the other assets owned by tlegafipg Partnership. No independent appraisalsbeilbbtained to support this conclusion,
and Smith Helms Mulliss & Moore, L.L.P., in rendegiits opinion as to the qualification of the Compas a REIT, is relying on the
conclusions of the Company and its senior manageaseto the value of the securities of each of3be/ice Companies. There can be no
assurance, however, that the IRS might not contteaicthe value of such securities held by the Camgthrough the Operating Partnership)
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 fiilere can be cured by disposition of sufficieohragualifying assets within 30 days after the
close of that quarter. The Company intends to raairddequate records of the value of its assetagare compliance with the asset tests and
to take such other actions within 30 days afterctbee of any quarter as may be required to cuysmancompliance.

ANNUAL DISTRIBUTION REQUIREMENTS. In order to bexad as a REIT, the Company is required to distelditidends (other than
capital gain dividends) to its stockholders in amoant at least equal to (a) the sum of (i) 95%hef€ompany's "REIT taxable

income" (computed without regard to the dividend&dmleduction and the Company's capital gain) &n85% of the net income, if any,
from foreclosure property in excess of the speeialon income from foreclosure property, minustfi® sum of certain items of non-cash
income. Such distributions must be paid in the béxgear to which they relate, or in the followitagkable year, if declared before the
Company timely files its Federal income tax rettonsuch year and if paid on or before the firgfular dividend payment after such
declaration. Even if the Company satisfies thedoneg distribution requirements, to the extent thetCompany does not distribute all of its
net capital gain or "REIT taxable income" as adjdsit will be subject to tax thereon at regulgpita gains or ordinary corporate tax rates.
Furthermore, if the Company should fail to distt#during each calendar year at least the sum) &% of its ordinary income for that year,
(b) 95% of its capital gain net income for thatiyaad (c) any undistributed taxable income fronoipperiods, the Company would be subject
to a 4% excise tax on the excess of such requistdhdition over the amounts actually distributedaddition, during its Recognition Period,
if the Company disposes of any asset subject t8thile In Gain Rules, the Company will be required, punéta guidance issued by the IF
to distribute at least 95% of the Built-In Gaintéaftax), if any, recognized on the dispositiorthaf asset.

The Company intends to make timely distributionicient to satisfy the annual distribution requirents. In this regard, the Operating
Partnership Agreement authorizes the Company, @arglepartner, to take such steps as may be negessause 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. Accorlyinthe Company anticipates that it will generdigve sufficient cash or liquid assets to
enable it to satisfy the 95% distribution requiretndt is possible, however, that the Company, ftone to time, may not have sufficient ce
or other liquid assets to meet the 95% distributguirement or to distribute such greater amoamhay be necessary to avoid income and
excise taxation, due to timing differences betw@ethe
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actual receipt of income and the actual paymenedictible expenses and (ii) the inclusion of Sacbme and the deduction of such
expenses in arriving at taxable income of the Caompar as a result of nondeductible cash experelitauch as principal amortization or
capital expenditures in excess of noncash dedwgtiarthe event that such timing differences octhe,Company may find it necessary to
arrange for borrowings or, if possible, pay taxateck dividends in order to meet the distributiequirement.

Under certain circumstances, the Company may ketalykectify a failure to meet the distribution ueement for a year by paying "deficier
dividends" to shareholders in a later year, whigye included in the Company's deduction for @inids paid for the earlier year. Thus, the
Company may be able to avoid being taxed on amadalisiisbuted as deficiency dividends. The Compailly thowever, be required to pay
interest based upon the amount of any deductiamtédr deficiency dividends.

FAILURE TO 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 minimuaton its taxable income at regular corporatestddéstributions to shareholders 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 current or accumulated earnings and tstddll distributions to stockholders will be dieitds, taxable as ordinary income, except
that, subject to certain limitations of the Coderporate distributees may be eligible for the dividsreceived deduction. Unless the Comg

is entitled to relief under specific statutory pgions, the Company also will be disqualified frtamation as a REIT for the four taxable years
following the year during which qualification wasst. It is not possible to state whether in akkwimstances the Company would be entitle
such statutory relief. For example, if the Comp#ailg to satisfy the gross income tests becauseguatifying income that the Company
intentionally incurs exceeds the limit on such imep the IRS could conclude that the Company'sriailo 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, paghigr or other entity created or organized in oraritie laws of the United States or of any
political subdivision thereof or (c) is an estatdrast, the income of which is subject to Fed@rabme taxation regardless of its source. For
any taxable year for which the Company qualifiestéxation as a REIT, amounts distributed to tagdhlS. Stockholders will be taxed as
discussed below.

DISTRIBUTIONS GENERALLY. Distributions to U.S. Stkholders, other than capital gain dividends diseddselow, will constitute
dividends up to the amount of the Company's cumeatcumulated earnings and profits and, to tkizng, will be taxable to the stockhold
as ordinary income. These distributions are ngjtdk for the dividends-received deduction for a@rgiions. To the extent that the Company
makes a distribution in excess of its current @uatulated earnings and profits, the distributioh e treated first as a tax-free return of
capital, reducing the tax basis in the U.S. Stoldkdits Common Stock, and the distribution in exadssuch basis will be taxable as gain
realized from the sale of its Common Stock. Dividedeclared by the Company in October, Novemb&eaember of any year payable to a
stockholder of record on a specified date in arghsuonth shall be treated as both paid by the Cagnpad received by the stockholders on
December 31 of the year, provided that the dividear@ actually paid by the Company during Januftigeofollowing calendar year.
Stockholders are not allowed to include on theindvederal income tax returns any tax losses o€tirapany.

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 " -- Federedme Taxation of the Company" above.
Moreover, any "deficiency dividend" will be treatad an ordinary or capital gain dividend, as tteeceaay be, regardless of the Company's
earnings and profits. As a result, stockholders beyequired to treat certain distributions thatildatherwise result in a tax-free return of
capital as taxable dividends.
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CAPITAL GAIN DISTRIBUTIONS. Distributions to U.S.t8ckholders that are properly designated by the 2o as capital gain
distributions will be treated as long-term capgains (to the extent they do not exceed the Compaayual net capital gain) for the taxable
year without regard to the period for which thecktmlder has held his stock. However, corporatek$tolders may be required to treat uj
20% of certain capital gain dividends as ordinaigoime. Capital gain dividends are not eligibletfa dividends-received deduction for
corporations.

PASSIVE ACTIVITY LOSS AND INVESTMENT INTEREST LIMITATIONS. Distributions from the Company and gainnfrthe
disposition of Common Stock will not be treatedgassive activity income, and therefore stockholdeélisnot be able to apply any "passive
losses" against such income. Dividends from the @omw (to the extent they do not constitute a retdircapital) will generally be treated as
investment income for purposes of the investmetetr@st limitation; net capital gain from the dispios of Common Stock or capital gain
dividends generally will be excluded from investmigicome.

CERTAIN DISPOSITIONS OF SHARES. Losses incurredtmnsale or exchange of Common Stock held forttess six months (after
applying certain holding period rules) will be desdong-term capital loss to the extent of any tzdgjain dividends received by the selling
stockholder from those shares.

TREATMENT OF TAX-EXEMPT STOCKHOLDERS. Distributiorfsom the Company to a tax-exempt employee pensimt or other
domestic tax-exempt shareholder generally willgmtstitute "unrelated business taxable income" TUBunless the stockholder has
borrowed to acquire or carry its Common Stock. @iedl trusts that hold more than 10% (by value}haf shares of certain REITs may be
required to treat a certain percentage of suchld@'RHEistributions as UBTI. This requirement wipgy only if (i) the REIT would not qualif
as such for Federal income tax purposes but foapipdication of a "look-through" exception to tlieefor fewer requirement applicable to
shares held by qualified trusts and (ii) the RETpgredominantly held" by qualified trusts. A REETpredominantly held if either (i) a single
qualified trust holds more than 25% by value of REEIT interests or (ii) one or more qualified tsystach owning more than 10% by value of
the REIT interests, hold in the aggregate more 8@ of the REIT interests. The percentage of aByTRlividend treated as UBTI is equal
to the ratio of (a) the UBTI earned by the REIB#ting the REIT as if it were a qualified trust dhdrefore subject to tax on UBTI) to (b) the
total gross income (less certain associated expgp$¢he REIT. A de minimis exception applies whtre ratio set forth in the preceding
sentence is less than 5% for any year. For thegmpes, a qualified trust is any trust describe8ention 401 (a) of the Code and exempt
from tax under Section 501(a) of the Code. The igions requiring qualified trusts to treat a pantimf REIT distributions as UBTI will not
apply if the REIT is able to satisfy the five onfer requirement without relying upon the "look-thgh" exception. The restrictions on
ownership of Common Stock in the Articles of Incargtion generally will prevent application of thepisions treating a portion of REIT
distributions as UBTI to tax-exempt entities pursing Common Stock, absent a waiver of the restristby the Board of Directors.

SPECIAL TAX CONSIDERATIONS FOR NON-U.S. STOCKHOLDER S

The rules governing United States income taxatfamoa-resident alien individuals, foreign corpooats, foreign partnerships and foreign
trusts and estates (collectively, "Non-U.S. Stodt#trs") are complex, and the following discussi®imiended only as a summary of these
rules. Prospective Non-U.S. Stockholders shoulaabbnvith their own tax advisors to determine timpact of Federal, state and local income
tax laws on an investment in the Company, inclug@ing reporting requirements.

In general, Non-U.S. Stockholders will be subjeatdgular Federal income tax with respect to tisiestment in the Company if the
investment is "effectively connected" with the NOrs. Stockholder's conduct of a trade or busines$isé United States. A corporate Non-
U.S. Stockholder that receives income that isgdraated as) effectively connected with a U.Sletrar business may also be subject to the
branch profits tax under Section 884 of the Cod@ckvis payable in addition to regular United Séafederal corporate income tax. The
following discussion will apply to Non-U.S. Stockbers whose investment in the Company is not secéffely connected.

A distribution by the Company that is not attrithleato gain from the sale or exchange by the Comp@a United States real property
interest and that is not designated by the Compargy capital gain distribution will be treated aadinary income dividend to the extent 1
it is made out of current or
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accumulated earnings and profits. Generally, adinary income dividend will be subject to a Fedémabme tax equal to 30% of the gross
amount of the dividend unless this tax is reducedrbapplicable tax treaty. Such a distributioexaeess of the Company's earnings and
profits will be treated first as a return of capttaat will reduce a Non-U.S. Stockholder's basigs Common Stock (but not below zero) and
then as gain from the disposition of such shahestdx treatment of which is described under thesrdiscussed below 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 noroadital gain rates applicable to a U.S. Stockholgebject to any applicable alternative
minimum tax and a special alternative minimum takhie case of non-resident alien individuals).

Although tax treaties may reduce the Company'shwitting 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 dividkenpaid out of earnings and profits. In
addition, if the Company designates prior distridss as capital gain dividends, subsequent didtabs, up to the amount of such prior
distributions, will be treated as capital gain demds for purposes of withholding. A distributioneixcess of the Company's earnings and
profits will be subject to 30% dividend withholdini§ the amount of tax withheld by the Company wiéspect to a 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 Stagtal 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 emistitute a United States real
property interest if the Company is a "domesticatintrolled REIT." A domestically controlled REIF @& REIT in which at all times during a
specified testing period less than 50% in valuiso$hares is held directly or indirectly by NonSUJStockholders. It is currently anticipated
that the Company will be a domestically controlREIT and therefore that the sale of Common Stodknet be subject to taxation under
FIRPTA. However, because the Common Stock will bieliply traded, no assurance can be given thaCtirapany will continue to be a
domestically controlled REIT. Notwithstanding theedgoing, capital gains not subject to FIRPTA W#l taxable to a Nob-S. Stockholder i
the Non-U.S. Stockholder is a non-resident aligividual who is present in the United States faB #i@ys or more during the taxable year
and certain other conditions apply, in which cédmerion-resident alien individual will be subjectt80% tax on his or her U.S. source capital
gains. If the Company were not a domestically ailed REIT, whether a Non-U.S. Stockholder's sél€a@ammon Stock would be subject to
tax under FIRPTA as a sale of a United Statespregderty interest would depend on whether the Com8tock were "regularly traded" on
an established securities market (such as the Na Stock Exchange) on which the Common Stock béllisted and on the size of the
selling stockholder's interest in the Companyhé gain on the sale of Common Stock were subjeetdation under FIRPTA, the Non-U.S.
Stockholder would be subject to the same treatmemat U.S. Stockholder with respect to the gainjéstibo applicable alternative minimum
tax and a special alternative minimum tax in theeaaf non-resident alien individuals). In additidistributions that are treated as gain from
the disposition of Common Stock and that are stitjetax under FIRPTA also may be subject to a 8d&mch profit tax when made to a
foreign corporate stockholder that is not entitieeither a reduced rate or an exemption undezaytrin any event, a purchaser of Common
Stock from a Non-U.S. Stockholder will not be regdito withhold under FIRPTA on the purchase pifitke purchased Common Stock is
"regularly traded" on an established securitiesketaor if the Company is a domestically controlREIT. Otherwise, under FIRPTA the
purchaser of Common Stock from a Non-U.S. Stockérofday be required to withhold 10% of the purchasee and remit this amount to the
IRS.
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INFORMATION REPORTING REQUIREMENTS AND BACKUP WITHH OLDING 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, Commok.Backup withholding will apply only if the hold¢i) fails to furnish his or her taxpayer
identification number ("TIN") (which, for an indiguial, would be his or her Social Security Number),

(i) furnishes an incorrect TIN, (iii) is notifieby the IRS that he or she has failed to report @rggpayments of interest and dividends or is
otherwise subject to backup withholding or (iv) endertain circumstances, fails to certify, undemgdties of perjury, that he or she has
furnished a correct TIN and (a) that he or sherfeadeen notified by the IRS that he or she isextlip backup withholding for failure to
report interest and dividend payments or (b) tleadhshe has been notified by the IRS that he ®issho longer subject to backup
withholding. Backup withholding will not apply wittespect to payments made to certain exempt rextgisuch as corporations and tax-
exempt organizations.

U.S. Stockholders should consult their own tax sohd regarding their qualifications for exemptioonii backup withholding and the
procedure for obtaining such an exemption. Backitphelding is not an additional tax. Rather, theoaimt of any backup withholding with
respect to a payment to a U.S. Stockholder withltved 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.So&holders. Non-U.S. Stockholders
should consult their tax advisors with regard t8 Unformation reporting and backup withholding.

TAX ASPECTS OF THE OPERATING PARTNERSHIP

GENERAL. Substantially all of the Company's investits are held through the Operating Partnershigeireral, partnerships are "pass-
through" entities which are not subject to Federadme tax. Rather, partners are allocated thepgrtionate shares of the items of income,
gain, loss, deduction and credit of a partnersdmj, are potentially subject to tax thereon, withegiard to whether the partners receive a
distribution from the partnership. The Company s in its income its proportionate share of tregoing Operating Partnership items for
purposes of the various REIT income tests anderctdmputation of its REIT taxable income. Moreover purposes of the REIT asset tests,
the Company includes its proportionate share aftageeld by the Operating Partnership.

ENTITY CLASSIFICATION. The Company's interest iret®perating Partnership involves special tax camatibns, including the

possibility of a challenge by the IRS of the staifithe Operating Partnership as a partnershipgassed to an association taxable as a
corporation) for Federal income tax purposes.df@perating Partnership is treated as an assagidtioould be taxable as a corporation and
therefore subject to an entity-level tax on itsoime. In such a situation, the character of the Gomis assets and items of gross income
would change, which would prevent the Company fopralifying as a REIT. See " -- Failure to QualiBtiove for a discussion of the effect
of the Company's failure to meet such tests faxalile year. In addition, any change in the Opega®artnership's status for tax purposes
might be treated as a taxable event in which das€bmpany might incur a tax liability without arglated cash distributions.

An organization formed as a partnership will batee as a partnership for Federal income tax pespeher than as a corporation only if it
has no more than two of the four corporate chariatits that the Treasury Regulations use to dislish a partnership from a corporation for
tax purposes. These four characteristics are (jirwaity of life, (ii) centralization of managemefii) limited liability and (iv) free
transferability of interests. The Operating Pargh@y has not requested, and does not intend t@sga ruling from the IRS that it will be
treated as a partnership for Federal income tapga@s. Instead, in connection with the filing af Registration Statement of which this
Prospectus is a part, Smith Helms Mulliss & Modr&,.P. has delivered its opinion dated June 3, @36 e effect that based on the
provisions of the Operating Partnership's partripragreement (the "Partnership Agreement"), cefetual assumptions and certain
representations described in the opinion, the Qipgr&artnership will be treated as a partnershig-ederal income tax purposes. Smith
Helms Mulliss & Moore, L.L.P. undertakes no
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obligation to update this opinion subsequent tdsilate. Unlike a private letter ruling, an opinmiircounsel is not binding on the IRS, and no
assurance can be given that the IRS will not chg#ehe status of the Operating Partnership astagoship for Federal income tax purposes.

TAX ALLOCATIONS WITH RESPECT TO THE PROPERTIES. Ruant to Section 704(c) of the Code, income, dags, and deduction
attributable to appreciated or depreciated prop@ugh as the Properties) that is contributedgartnership in exchange for an interest in the
partnership, must be allocated in a manner sudhthbacontributing partner is charged with, or Haadrom, respectively, the unrealized gain
or unrealized loss associated with the propertii@time of the contribution. The amount of sucheatized gain or unrealized loss in
generally equal to the difference between therfeirket value of contributed property at the timeaftribution, and the adjusted tax basis of
such property at the time of contribution (a "Bobdkx Difference™). Such allocations are solely fedEral income tax purposes and do not
affect the book capital accounts or other econamiegal arrangements among the partners. The @pgRartnership was formed by way of
contributions of appreciated property (including #roperties). Consequently, the Partnership Ageeénequires such allocations to be made
in a manner consistent with

Section 704(c) of 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 wgwns for tax purposes than such deductions woelifl determined on a pro rata basis
addition, in the event of the disposition of anytied contributed assets (including the Propertigsth have a Book-Tax Difference, all
income attributable to such Book-Tax Differencel wénerally be allocated to the Contributing Partnand the Company will generally be
allocated only its share of capital gains attribigao appreciation, if any, occurring after thesthg of any offering of Securities. This will
tend to eliminate the BooKax Difference over the life of the Operating Parship. However, the special allocation rules afttda 704(c) d«
not always entirely eliminate the Book-Tax Diffeceron an annual basis or with respect to a spedaif@ble transaction such a sale. Thus, the
carryover basis of the contributed assets in tmelfaf the Operating Partnership will cause the amy to be allocated lower depreciation
and other deductions, and possibly amounts of taxabome in the event of a sale of such contrith@ssets in excess of the economic or
book income allocated to it as a result of such.SHhis may cause the Company to recognize taxatdene in excess of cash proceeds,
which might adversely affect the Company's abilitgomply with the REIT distribution requiremenBee " --Requirements for Qualificatic
-- ANNUAL DISTRIBUTION REQUIREMENTS."

Treasury Regulations under Section 704(c) of theéeQarovide partnerships with a choice of severahous of accounting for Book-Tax
Differences, including retention of the "traditidmaethod" under current law, or the election oftaer methods which would permit any
distortions caused by a Bodlkax Difference to be entirely rectified on an arriesis or with respect to a specific taxable taatisn such as
sale. The Operating Partnership and the Company tietermined to use the "traditional method" farcamting for Book-Tax Differences
with respect to the Properties contributed to thdrfership. As a result of such determinationyithistions to shareholders will be comprised
of a greater portion of taxable income rather thaaturn of capital. The Operating PartnershipthedCompany have not determined whic
the alternative methods of accounting for Book-Défferences will be elected with respect to Projsrtontributed to the Partnership in the
future.

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

BASIS IN OPERATING PARTNERSHIP INTEREST. The Companadjusted tax basis in its interest in the OfrggePartnership generally
(i) will be equal to the amount of cash and thedabany other property contributed to the Opag®artnership by the Company, (ii) will be
increased by (@) its allocable share of the Opmga®iartnership's income and (b) its allocable sbhmedebtedness of the Operating
Partnership and (iii) will be reduced, but not relrero, by the Company's allocable share of (adesuffered by the Operating Partnership,
(b) the amount of cash distributed to the Comparty/(a) by constructive distributions resulting frammeduction in the Company's share of
indebtedness of the Operating Partnership.

If the allocation of the Company's distributive shaf the Operating Partnership's loss exceedadfusted tax basis of the Company's
partnership interest in the Operating Partnerghipyecognition of
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such excess loss will be deferred until such time:ta the extent that the Company has an adjuatebasis in its partnership interest. To the
extent that the Operating Partnership's distrimsti@r any decrease in the Company's share ohtlebiedness of the Operating Partnership
(such decreases being considered a cash distriktgtitne partners), exceed the Company's adjustelatsis, such excess distributions
(including such constructive distributions) congtttaxable income to the Company. Such taxableniecwill normally be characterized as a
capital gain, and if the Company's interest inGperating Partnership has been held for longer ti@tong-term capital gains. Under current
law, capital gains and ordinary income of corparagiare generally taxed at the same marginal rates.

SALE OF THE PROPERTIES. The Company's share of gehzed by the Operating Partnership on the cladey property held by the
Operating Partnership as inventory or other propeetd primarily for sale to customers in the oedincourse of the Operating Partnership's
trade or business will be treated as income frqoroaibited transaction that is subject to a 100%afig tax. See " -Federal Income Taxatic

of the Company -- INCOME TESTS." Such prohibiteghsaction income may also have an adverse effect thg Company's ability to
satisfy the income tests for qualification as a REInder existing law, whether property is heldragntory or primarily for sale to custome

in the ordinary course of the Operating Partnetshipde or business is a question of fact thatég on all the facts and circumstances with
respect to the particular transaction. The Opegd®artnership intends to hold the Properties feestment with a view to long-term
appreciation, to engage in the business of acqyidaveloping, owning, and operating the Prope(tiesl other properties) and to make such
occasional sales of the Properties, including perigl land, as are consistent with the OperatimgnBship's investment objectives.

OTHER TAX CONSIDERATIONS

A portion of the amounts to be used to fund distidns to stockholders is expected to come fronQperating Partnership from distributic
on stock of the Service Companies held by the Qipgr&artnership. Neither of the Service Companitisqualify as a REIT, and the Servi
Companies will pay Federatate and local income taxes on their taxable iresoat normal corporate rates. Any Federal, staligcal income
taxes that the Service Companies are requiredytevlreduce the cash available for distributionthe Company to its stockholders.

As described above, the value of the securitie=sach of the Service Companies held by the Compangat exceed 5% of the value of the
Company's assets at a time when a Unit holdereitOgperating Partnership exercises his or her reiempght (or the Company otherwise is
considered to acquire additional securities ofegithf the Service Companies). See " -- Federalnmcdaxation of the Company.” This
limitation may restrict the ability of each of tBervice Companies to increase the size of its otiseebusiness unless the value of the assets
of the Company is increasing at a commensurate rate

STATE AND LOCAL TAX

The Company and its stockholders may be subjestbte and local tax in various states and localitiecluding those in which it or they
transact business, own property, or reside. Théréatment of the Company and the stockholderaéh gurisdictions may differ from the
Federal income tax treatment described above. Qoesdly, prospective stockholders should conseif thwn tax advisors regarding the
effect of state and local tax laws on an investnrethie Common Stock of the Company.

PLAN OF DISTRIBUTION

The Company and the Operating Partnership mayhsebecurities to one or more underwriters for jputiifering and sale by them or may
sell the Securities to investors directly or threwagents. Any such underwriter or agent involvethaoffer and sale of the Securities will be
named in the applicable Prospectus Supplement.

Underwriters may offer and sell the Securities fixed price or prices, which may be changed, atgsrrelated to the prevailing market pri
at the time of sale or at negotiated prices. Thea@any and the Operating Partnership also may, fiom to time, authorize underwriters
acting as their agents to offer and sell the Seearupon the terms and conditions as are set fiotthe applicable Prospectus Supplement. In
connection with the sale of Securities, underwsiteay be deemed to have received compensation
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from the Company or the Operating Partnership éiftlim of underwriting discounts or commissions aray also receive commissions from
purchasers of Securities for whom they may acgasta Underwriters may sell Securities to or thtodgalers, and such dealers may receive
compensation in the form of discounts, concessiwrm®mmissions from the underwriters and/or comimissfrom the purchasers for whom
they may act as agent.

Any underwriting compensation paid by the Companthe Operating Partnership to underwriters or &ggnconnection with the offering of
Securities, and any discounts, concessions or cesionis allowed by underwriters to participatinglelesa are set forth in the applicable
Prospectus Supplement. Underwriters, dealers agtaigarticipating in the distribution of the Setieis may be deemed to be underwriters,
and any discounts and commissions received by #rahany profit realized by them on resale of theugges may be deemed to be
underwriting discounts and commissions, under #neu8ties Act of 1933 (the "Securities Act"). Undeiters, dealers and agents may be
entitled, under agreements entered into with the@oy and the Operating Partnership, to indemrifinaagainst and contribution toward
certain civil liabilities, including liabilities wter the Securities Act.

If so indicated in the applicable Prospectus Suppl&, the Company and the Operating Partnershi@utihorize dealers acting as their
agents to solicit offers by certain institutiongtarchase Securities from them at the public affgprice set forth in such Prospectus
Supplement pursuant to Delayed Delivery Contrdésiftracts") providing for payment and deliverytbe date or dates stated in such
Prospectus Supplement. Each Contract will be faranunt not less than, and the aggregate prinaipalint of Securities sold pursuant to
Contracts shall be not less nor more than, theertise amounts stated in the applicable Prosp&iipplement. Institutions with whom
Contracts, when authorized, may be made includeneangial and savings banks, insurance companiesjgefunds, investment companies,
educational and charitable institutions, and othstitutions but will in all cases be subject te tipproval of the Company and the Operating
Partnership. Contracts will not be subject to amyditions except (i) the purchase by an institutibthe Securities covered by its Contracts
shall not at the time of delivery be prohibited enthe laws of any jurisdiction in the United State which such institution is subject, and (ii)
if the Securities are being sold to underwritens, Eompany and the Operating Partnership shall saldeto such underwriters the total
principal amount of the Securities less the priatgmount thereof covered by Contracts.

Certain of the underwriters and their affiliatesynh@ customers of, engage in transactions withpamfibrm services for the Company and the
Operating Partnership in the ordinary course ofriass.

EXPERTS

The consolidated financial statements and scheaafutighwoods Properties, Inc., incorporated hetsimeference from the Company's
Annual Report (Form 10-K) for the year ended Decendi, 1995, the Combined Statement of Revenué€antin Expenses of TBC
Parkway Plaza, Inc. for the year ended Decembet @4, incorporated herein by reference from then@any's Current Report on Fornkg-
dated December 18, 1995, the Combined Statemd¢wénue and Certain Expenses of the Acquired Piepdor the year ended December
31, 1994, incorporated herein by reference fromQbmpany's Current Report on Form 8-K, dated JAly1995 (as amended on Form 8-K/A
on September 6, 1995), the Combined Statement\éiRe and Certain Expenses of Research Commotisefgear ended December 31,
1994, incorporated herein by reference from the @amyg's Current Report on Form 8-K, dated Febru@rni 295, the combined financial
statements and schedule of Eakin & Smith for ther yaded December 31, 1995, incorporated by referfrom the Company's Current
Report on Form 8-K/A dated April 1, 1996 as amendedune 3, 1996 and June 18, 1996 and the Hiat@iemmary of Gross Income and
Direct Operating Expenses for certain propertieaehvby Towermarc Corporation for the year endedeidoer 31, 1995, incorporated het
by reference from the Company's Current ReportamP8-K/A, dated April 29, 1996 as amended on Rrk996 and June 18, 1996 have
been audited by Ernst & Young LLP, independenttausli as set forth in their reports thereon inctutteerein and incorporated herein by
reference. Such financial statements are incorpdragrein by reference in reliance upon such regiven upon the authority of such firm as
experts in accounting and auditing.
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The financial statements and schedule of Highwdamisyth Limited Partnership at December 31, 199bfanthe period June 14, 1994 to
December 31, 1994 and the year ended DecembeB83,ahd the combined financial statements of tlifhwoods Group at December 31,
1993 and for the period January 1, 1994 to Juné9%} and the year ended December 31, 1993 appearihis Prospectus and Registration
Statement have been audited by Ernst & Young Lh&ependent auditors, as set forth in their regheseon appearing elsewhere herein,
are included in reliance upon such reports givesnupe authority of such firm as experts in accmgnand auditing.

The combined financial statements and the schexfukmal estate and accumulated depreciation offthlieyth Group, incorporated herein by
reference from the Company's Current Report on Ry dated February 10, 1995, have been auditdddbgitte & Touche LLP,
independent auditors, as set forth in their reffmteon included therein and incorporated hereirebgrence. Such financial statements are
incorporated herein by reference in reliance upat seport given upon the authority of such firneaperts in accounting and auditing.

The financial statements of Crocker Realty Trust, s of December 31, 1995 and for the year thded; the financial statements of Croc

& Sons, Inc. as of December 31, 1994 and for tlee ffeen ended, and the financial statements ofkeérdRealty Investors, Inc. as of
December 31, 1994 and 1993, and for the two ygatesceDecember 31, 1994, have been incorporatethisreeference from the
Company's Current Report on Form 8-K/A dated Ap@il 1996 as amended on June 3, 1996 and Juned@,ihFeliance upon the reports of
KPMG Peat Marwick LLP, independent certified puldzxountants, appearing elsewhere incorporatedfbyence herein, and upon the
authority of said firm as experts in accounting anditing.

The combined financial statements of SoutheasttiR€alrp., AP Southeast Portfolio Partners, L.P. ARdFontaine Il Partners, L.P. as of
December 31, 1994 and for the year ended Decenihd934, and the financial statements of AP FoetHinPartners, L.P. for the period
from October 28, 1993 (date of inception) througitc®mber 31, 1993 incorporated herein by referemmee the Company's Current Report
Form 8-K/A dated April 29, 1996 as amended on Brik996 and June 18, 1996, have been audited mjti@et Touche LLP, independent
auditors, as set forth in their reports thereoiuithed therein and incorporated herein by refereamckare included in reliance upon the reports
of such firm given upon their authority as expémtaccounting and auditing.

The financial statements of AP Southeast Portfeaatners, L.P. for the period from its date of ptaen (November 17, 1993) through
December 31, 1993 incorporated herein by referémooe the Company's Current Report on Form 8-K/Aedaipril 29, 1996 as amended on
June 3, 1996 and June 18, 1996, have been so étcindeliance on the reports of Price Waterhoude, lindependent accountants, given on
the authority of said firm as experts in auditimgl accounting.

LEGAL MATTERS

The validity of the Securities offered hereby isnlggpassed upon for the Company and the Operaanmétship by Smith Helms Mulliss &
Moore, L.L.P., Raleigh, North Carolina. Certaindégatters will be passed upon for any underwritgeslers or agents by Andrews & Kurth
L.L.P., Washington, D.C.

In addition, the description of Federal income ¢arsequences contained in this Prospectus entitkdkbral Income Tax Considerations" is
based upon the opinion of Smith Helms Mulliss & Mad_.L.P.

Smith Helms Mulliss & Moore, L.L.P. and Andrews &Kh L.L.P. may rely as to matters of Maryland lamthe opinion of Piper &
Marbury L.L.P., Baltimore, Maryland.
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NO DEALER, SALESPERSON OR OTHER INDIVIDUAL HAS BEENUTHORIZED TO GIVE ANY INFORMATION OR MAKE ANY
REPRESENTATIONS NOT CONTAINED OR INCORPORATED BY RERENCE IN THIS PROSPECTUS SUPPLEMENT AND THE
ACCOMPANYING PROSPECTUS IN CONNECTION WITH THE OFRBMADE BY THIS PROSPECTUS SUPPLEMENT AND THE
ACCOMPANYING PROSPECTUS AND, IF GIVEN OR MADE, SUCINFORMATION OR REPRESENTATION MUST NOT BE
RELIED UPON AS HAVING BEEN AUTHORIZED BY THE COMPAN OR THE UNDERWRITER. THIS PROSPECTUS
SUPPLEMENT AND THE ACCOMPANYING PROSPECTUS DO NODESTITUTE AN OFFER TO SELL, OR A SOLICITATION OF
AN OFFER TO BUY, THE SHARES IN ANY JURISDICTION WHEE, OR TO ANY PERSON TO WHOM, IT IS UNLAWFUL TO
MAKE SUCH OFFER OR SOLICITATION. NEITHER THE DELIVREY OF THIS PROSPECTUS SUPPLEMENT AND THE
ACCOMPANYING PROSPECTUS NOR ANY SALE MADE HEREUNDEBRHALL, UNDER ANY CIRCUMSTANCES, CREATE AN
IMPLICATION THAT THERE HAS NOT BEEN ANY CHANGE IN HE FACTS SET FORTH IN THIS PROSPECTUS SUPPLEMENT
AND THE ACCOMPANYING PROSPECTUS OR IN THE AFFAIRSFO'HE COMPANY SINCE THE DATE HEREOF.
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