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APPROXIMATE DATE OF COMMENCEMENT OF PROPOSED SALE TO THE PUBLIC: From timeto
time after the effective date of this registratstatement.

If the only securities being registered on thisrfare being offered pursuant to dividend or intereisvestment plans, please check the
following box. [ ]

If any of the securities being registered on thisf are to be offered on a delayed or continuogshaursuant to Rule 415 under the
Securities Act of 1933, other than securities @ffeonly in connection with dividend or interesirastment plans, check the following box.

[X]

If this Form is filed to register additional sedig@$ for an offering pursuant to Rule 462(b) unither Securities Act, please check the following
box and list the Securities Act registration staaatmumber of the earlier effective registratiatesent for the same offering. [ ]

If this Form is a post-effective amendment filedquant to Rule 462(c) under the Securities Actckhke following box and list the
Securities Act registration statement number ofedier effective registration statement for theng offering. [ ]

If delivery of the prospectus is expected to be enguksuant to Rule 434, please check the followimg [ ]

CALCULATION OF REGISTRATION FEE

TITLE OF EACH CLASS OF AMOUNT TO BE PROPOSED MAXIMUM PROPOSED MAXIMUM AMOUNT OF
SECURITIES TO BE REGISTERED  REGISTERED OFFERING PRICE PER UNIT(1) AGGREGATE OFFERING PRI CE REGISTRATION FEE
COMMON STOCK 3,333,071 SHARES(2) $31.6875 $105,616,687 $32,006

(1) Computed pursuant to Rule 457(c) under the I@@&s1Act of 1933, as amended, solely for the psgpof calculating the registration 1



on the basis of the average high and low pricekeRegistrant's Common Stock reported on the Nevk $tock Exchange on April 11,
1997.

(2) Does not include 1,176,559 shares to be ragdteereby, which were the subject of the origfitialg and were used to calculate the
previously remitted fee of $12,390.

The Registrant hereby amends this Registratiore®tt on such date or dates as may be necessiglayoits effective date until the
Registrant shall file a further amendment whichc#fpmlly states that this Registration Stateménatlisthereafter become effective in
accordance with Section 8(a) of the SecuritiesoAd933 or until the Registration Statement shattdme effective on such date as the
Commission, acting pursuant to said Section 8(a), determine



PROSPECTUS
4,509,630 SHARES

HIGHWOODS PROPERTIES, INC.
COMMON STOCK

This Prospectus relates to (i) the possible issubgdHighwoods Properties, Inc. (the "Company"yipfio 537,138 shares (the "Redemption
Shares") of common stock, par value $.01 per sfthee’'Common Stock"), if, and to the extent thatders of up to 537,138 units of
partnership interest ("Units") in the Highwoods/gyh Limited Partnership (the "Operating Partngr§hiof which the Company is the sole
general partner, exercise their right to redeerh &irdgts and the Company elects to satisfy suchmgdien right through the issuance of
Common Stock; (ii) the possible issuance by the @amy of up to 150,000 shares of Common Stock (tiarfant Shares") issuable upon
exercise of up to 150,000 warrants; (iii) the ofied sale from time to time of Redemption Sharé&/arrant Shares by the holders thereof
who may be affiliates of the Company or who mayehbgen affiliates of Eakin & Smith, Inc. at the ¢if its acquisition by the Company
(collectively, the "Affiliates™);

(iv) the offer and sale from time to time of up5#3,477 shares of Common Stock (the "Eakin & Si@hhres") by the holders thereof, which
shares were issued or are issuable in connectitbrntind Company's acquisition of Eakin & Smith, |ramd (v) the offer and sale from time to
time of up to 3,279,015 shares of Common Stock'{#estricted Shares") by the holders thereof wiiely be issued upon the redemption of
up to 3,179,015 Units and the exercise of up tgd@®warrants. The Affiliates and the holders &f Bakin & Smith Shares and the Restri
Shares are together referred to herein as theiri§&tockholders.”" The Company has registereddahale of the Affiliate's Redemption
Shares and Warrant Shares, the Restricted Shatdhaiakin & Smith Shares (collectively, the "Resshares") and has registered the
issuance of the Redemption Shares and Warrant Stpermit the holders thereof to sell such shaid®ut restriction in the open market
or otherwise, but such registration does not necigsnean that any of such shares will be issuethb Company or offered or sold by the
Selling Stockholders.

The Common Stock is listed on the New York Stocktlznge (the "NYSE") under the symbol "HIW." To insthat the Company retains its
status as a real estate investment trust ("REBMership by any person is limited to 9.8% of thistanding shares of Common Stock, with
certain exceptions.

SEE "RISK FACTORS"' AT PAGE 3FOR CERTAIN FACTORSRELEVANT TO AN
INVESTMENT IN THE COMMON STOCK.

The Company will receive no proceeds from the eibny of the shares in this offering except f@ iksuance of the Warrant Shares;
however, the Company has agreed to bear certa@negp of registration of the Common Stock undeF#deral and state securities laws.
The Company will acquire additional Units in theedating Partnership in exchange for the issuanempfRedemption Shares to holders of
Units pursuant to this Prospectus.

THESE SECURITIESHAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES
AND EXCHANGE COMMISSION OR ANY STATE SECURITIESCOMMISSION NOR HAS
THE SECURITIESAND EXCHANGE COMMISSION OR ANY STATE SECURITIES
COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS
PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY ISA
CRIMINAL OFFENSE.

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

The Selling Stockholders from time to time may oiad sell the Resale Shares held by them directifrough agents or broker-dealers on
terms to be determined at the time of sale. T@#tent required, the names of any agent or brokated and applicable commissions or
discounts and any other required information withpect to any particular offer will be set forthaimaccompanying Prospectus Supplement.
See "Plan of Distribution.” The Selling Stockhoklegserve the right to accept or reject, in whole gart, any proposed purchase of the
Resale Shares to be made directly or through agents

The Selling Stockholders and any agents or brdkeaters that participate with the Selling Stockkaddn the distribution of the Resale Sh
may be deemed to be "underwriters" within the maguoif the Securities Act of 1933, as amended (@exlrities Act"), and any commission
received by them and any profit on the resale @Rbsale Shares may be deemed to be underwritmmissions or discounts under the
Securities Act. See "Registration Rights" for aadgmion of certain indemnification arrangementsieen the Company and the Selling
Stockholders.

The date of this Prospectus is April 17, 1¢



AVAILABLE INFORMATION

The Company is subject to the information requinetm®f the Securities Exchange Act of 1934, as amérithe "Exchange Act"), and in
accordance therewith files reports, proxy statesant other information with the Commission. Suggorts, proxy statements and other
information may be inspected and copied, at prieedrrates, at the public reference facilities ef@mmission at 450 Fifth Street, N.W.,
Washington, DC 25049, Room 1024, and at the Coniomi'ssNew York regional office at Seven World Tra@enter, New York, New York
10048 and at the Commission's Chicago regionatetit Citicorp Center, 500 W. Madison Street, Giicallinois 60661. Copies of such
material can also be obtained at prescribed rategriting to the public reference section of then@oission at 450 Fifth Street, N.W.,
Washington, DC 20549. The Common Stock of the Campsalisted on the NYSE, and such material caa bésinspected and copied at the
offices of the NYSE, 20 Broad Street, New York, N¥ark 10005.

The Company has filed with the Commission a regfigtn statement on Form3&(the "Registration Statement") under the Seasifict, witt
respect to the Common Stock registered hereby.drbispectus ("Prospectus"), which constitutes agiahe Registration Statement, does
not contain all of the information set forth in tRegistration Statement and in the exhibits an@dales thereto. For further information with
respect to the Company and such Common Stockereferis hereby made to such Registration Statemembits and schedules. The
Registration Statement may be inspected withoutgehat, or copies obtained upon payment of presdrbes from, the Commission and its
regional offices at the locations listed above. Attements contained herein concerning a providi@my document are not necessarily
complete, and, in each instance, reference is neatlee copy of such document filed as an exhibtheoRegistration Statement or otherwise
filed with the Commission. Each such statementialiied in its entirety by such reference.

INCORPORATION OF CERTAIN DOCUMENTSBY REFERENCE

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

a. The Company's Annual Report on Form 10-K forytsar ended December 31, 1996;

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

c. The Company's Current Report on Form 8-K, datediary 9, 1997 (as amended on Form 8-K/A on Fepiyal997 and March 10, 1997).

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

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



THE COMPANY

UNLESS THE CONTEXT OTHERWISE REQUIRES, THE TERM "®IPANY" SHALL MEAN HIGHWOODS PROPERTIES, INC.,
PREDECESSORS OF HIGHWOODS PROPERTIES, INC. AND THENTITIES OWNED OR CONTROLLED BY HIGHWOODS
PROPERTIES, INC., INCLUDING HIGHWOODS/FORSYTH LIMED PARTNERSHIP.

The Company is a self-administered and self-managgcestate investment trust ("REIT") that begperations through a predecessor in

1978. At December 31, 1996, the Company owned t@gtiorof 292 inservice office and industrial properties (the "Rmtigs") encompassil
approximately 17.5 million square feet. At Decem®&r 1996, the Properties consisted of 181 subuokfare properties and 111 industrial
properties (including 74 service centers), locatets markets in North Carolina, Florida, Tennes&éginia, Georgia, South Carolina and
Alabama. As of December 31, 1996, the Propertige &pproximately 92% leased to approximately 1@d@nts.

In addition, as of December 31, 1996, the Compauy 1 properties (12 suburban office propertiestasodndustrial properties (collectivel
the "Development Projects")) under developmentantil Carolina, Virginia, Tennessee and South Caaglivhich will encompass
approximately 1.0 million square feet. At DecemBgy 1996, the Company also owned approximatelya238s of land for future
development and had committed to purchase ovendRkesix years an additional 311 acres (collecyivitle "Development Land"). The
Development Land is zoned and available for offind/or industrial development, substantially allwbfich has utility infrastructure already
in place.

The Company conducts substantially all of its atéig through, and all of the Properties are héldatly or indirectly by, Highwoods/Forsyth
Limited Partnership (the "Operating Partnershipje Company is the sole general partner of the &iper Partnership and as of March 14 ,
1997, owned 84% of the partnership interests (thats") in the Operating Partnership. The remairlihdts are owned by limited partners
(including certain officers and directors of then@many). Each Unit may be redeemed by the holdeedlidor the cash value of one share of
Common Stock or, at the Company's option, one qsatgect to certain adjustments) of Common Stu¢ith each such exchange, the
number of Units owned by the Company and, theretheCompany's percentage interest in the Opgr&amtnership, will increase.

In addition to owning the Properties, the Develophierojects and the Development Land, the Compaowiges leasing, property
management, real estate development, construatibméscellaneous tenant services for its propessesell 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 bussriashe Research Triangle and the
Piedmont Triad and currently provides such brokeisayvices only in Nashville, Tennessee.

The Company was formed in Maryland in 1994. The Gany's executive officers are located at 3100 Stne&eCourt, Suite 600, Raleigh,
North Carolina 27604, and its telephone numbe®18Y) 87:-4924. The Company also maintains regional offiné#/inston-Salem,
Greensboro and Charlotte, North Carolina; Richma&fidyinia; Nashville and Memphis, Tennessee; Attai@eorgia; and Tampa and Boca
Raton, Florida.

SECURITIES OFFERED

The Units redeemable for Redemption Shares (theS'B&its") and the warrants exercisable for War&imdres (the "E&S Warrants") were
issued on April 1, 1996 in connection with the asiion of Eakin & Smith, Inc. ("Eakin & Smith")nladdition, 502,936 Eakin & Smith
Shares were issued as consideration for the atiquisif Eakin & Smith. The remaining 40,541 EakirS&nith Shares (the "Earnout Shares")
are issuable pursuant to earnout provisions irAgd 1, 1996 acquisition agreement. The Units exdable and warrants exercisable for
Restricted Shares were issued in connection witargiroperty acquisitions dating from February 1995 to April 3, 1997.
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All issued securities described above were issu#tbut registration in reliance on the exemptionemSection 4(2) of the Securities Act or
Rule 506 of Regulation D. The Company also intdndssue the Earnout Shares and Restricted Shbasy, pursuant to those exemptions
from registration.

As part of the acquisitions referred to above,Gloenpany entered into registration rights and lockgpeements (the "Registration Rights
Agreements") pursuant to which the Company agrediteta shelf registration statement so that thkif & Smith Shares and any shares of
Common Stock issued upon redemption of Units orase of warrants would be freely tradeable byhbklers thereof. The Registration
Rights Agreements also prohibit the transfer (idiolg the redemption or exercise) of the E&S Unitd the E&S Warrants for one year from
the date of their issuance. The transfer of theraglcurities issued in the acquisition transastieferred to above was also restricted by the
Registration Rights Agreements. The Company head fihe Registration Statement, of which this Progeis a part, in order to comply with
its obligations under the Registration Rights Agneets.

Other than the Units received upon issuance oR#demption Shares, the Company will not receivepaogeeds from such issuances. The
Company will receive $28.00 upon the issuance ofi&gdarrant Share. The Company will not receive pnogeeds from the sale of the Re:
Shares by the Selling Stockholders.



RISK FACTORS

THIS PROSPECTUS CONTAINS FORWARD-LOOKING STATEMENTBHESE STATEMENTS ARE IDENTIFIED BY WORDS
SUCH AS "EXPECT," "ANTICIPATE," "SHOULD" AND WORD®F SIMILAR IMPORT. ACTUAL RESULTS MAY DIFFER
SIGNIFICANTLY FROM THOSE PROJECTED IN THE FORWARDAOKING STATEMENTS. FACTORS THAT MIGHT CAUSE
SUCH A DIFFERENCE INCLUDE, BUT ARE NOT LIMITED TOTHOSE DISCUSSED BELOW UNDER "RISK FACTORS." AN
INVESTMENT IN THE COMMON STOCK INVOLVES VARIOUS RI&S. THE FOLLOWING INFORMATION, IN CONJUNCTION
WITH THE OTHER INFORMATION CONTAINED IN THIS PROSRETUS, SHOULD BE CAREFULLY CONSIDERED BY UNIT
HOLDERS BEFORE SEEKING TO REDEEM THEIR UNITS AND BR’ROSPECTIVE PURCHASERS OF THE RESALE SHARES.

TAX CONSEQUENCES OF REDEMPTION OF UNITS

The exercise by a Unit holder of the right to reguhe redemption of his or her Units will be texhfor tax purposes as a taxable sale or
exchange of the Units by the limited partner. Tédeeming limited partner will be treated as reatjgiroceeds in an amount equal to the sum
of the cash (or the value of the Common Stock)iveckin the exchange plus the amount of the redndti any Operating Partnership
liabilities allocable to the redeeming limited peat. It is possible that the amount of gain recoeghior even the tax liability resulting from
such gain could exceed the amount of cash or thewd Common Stock received upon such disposittae "Redemption of Units--Tax
Consequences of Redemption." In addition, thetgtifi the limited partner to raise cash throughghake of his or her Common Stock to pay
tax liabilities associated with the redemption afitd may be limited because, as a result of fluatna in the stock price, the price the limited
partner receives for such shares may not equalaiue of his or her Units at the time of redemption

POTENTIAL CHANGE IN INVESTMENT UPON REDEMPTION OF UNITS

If a limited partner exercises the right to require redemption of his or her Units, such limitedtper may receive, at the option of the
Company as general partner of the Operating Patiipgrcash or shares of Common Stock of the Comaeychange for the Units. If the
limited partner receives cash, the limited partm#irno longer have any interest in the Company altinot benefit from any subsequent
increases in share price and will not receive amyré distributions from the Company (unless theétéd partner currently owns or acquire
the future additional shares of Common Stock ott$)nif the limited partner receives shares of Camr8tock, the limited partner will
become a stockholder of the Company rather thasidehof Units in the Operating Partnership. Seed&mnption of Units--Comparison of
Ownership of Units and Shares of Common Stock."

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 affected by business layoffs, @@img, industry slowdowns, changing demographias @ther factors) and local real es
conditions (such as oversupply of or reduced denfiandffice, industrial and other competing comnigrproperties). As of December 31,
1996, the Properties were located in 16 southeastarkets, and 53% of the total annualized reetzémue was represented by Properties
located in North Carolina. The Company's perfornesaued its ability to make distributions to stocldesk is therefore dependent on the
economic conditions in the Southeast, particulariorth Carolina. There can be no assurance #eetoontinued growth of the southeastern
economy.

LIMITATIONSON ACQUISITION AND CHANGE IN CONTROL

OWNERSHIP LIMIT. The Company's Articles of Incortion prohibit ownership of more than 9.8% of thistanding Common Stock by
any person. Such restriction is likely to havedffect of precluding acquisition of control of ti@mpany by a third party without consent of
the Board of Directors even if a change in contrete in the interest of stockholders.

REQUIRED CONSENT OF THE OPERATING PARTNERSHIP FOEERIGER OR OTHER SIGNIFICANT CORPORATE ACTION. The
Company may not merge, consolidate or engage irrampination with another person or sell all orstahtially all of its assets unless such
transaction includes the merger of the OperatimgnBeship, which requires the approval
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of the holders of a majority of the outstanding tSnShould the Company ever own less than a mgjofithe outstanding Units, this voting
requirement might limit the possibility for acquisi or change in the control of the Company. As/airch 14, 1997, the Company owned
approximately 84% of the Units.

STAGGERED BOARD. The Board of Directors of the Canp has three classes of directors, the terms whwhill expire in staggered,
threeyear intervals. The staggered terms for directaag affect the stockholders' ability to change aalndf the Company even if a change
control were in the stockholders' interest.

ADVERSE IMPACT ON DISTRIBUTIONSOF FAILURE TO QUALIFY ASAREIT

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@ibae"). 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 alternativenimium tax) on its taxable income at regular corpmrates.

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 Compprgperties do not generate revenues
sufficient to meet operating expenses, includinigt dervice, tenant improvements, leasing commisséom other capital expenditures, the
Company may have to borrow additional amounts t@céixed costs and the Company's cash flow anlityats 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 managemmeaintenance and insurance; and increased operatsts (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 profpestcompete with the Company's properties in dttrg¢enants to lease space. Some
of these competing properties are newer or beitatéd than some of the Company's properties. fRigni development of office or
industrial properties in a particular area couldeha material effect on the Company's ability &ske space in its properties and on the rents
charged.

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. Althoute Company has not experienced material losees 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 experiencewarmturn in its business, which may
weaken its financial condition and result in thiuf@ to make rental payments when due. If teneasés 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 tharentilease terms. If the Company were unableamptly relet or renew the leases for all
or a substantial portion of this space or if th&taierates upon such renewal or reletting wereitsggmtly lower than expected rates, then the
Company's cash flow and ability to make expectsttidutions to stockholders may be adversely adfect
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ILLIQUIDITY OF REAL ESTATE. Equity real estate ingéments are relatively illiquid. Such liquidity Wiend to limit the ability of the
Company to vary its portfolio promptly in resportsechanges in economic or other conditions. In taftithe Code limits the Company's
ability to sell properties held for fewer than fougars, which may affect the Company's abilityet groperties without adversely affecting
returns to holders of Common Stock.

CHANGES IN LAWS. Because increases in income, seror transfer taxes are generally not passedghroutenants under leases, such
increases may adversely affect the Company's éashand its ability to make distributions to stocktters. The Properties are also subject to
various Federal, state and local regulatory requéirgs, such as requirements of the Americans wighHtilities Act and state and local fire
and life safety requirements. Failure to complyhvitese requirements could result in the impositibfines by governmental authorities or
awards of damages to private litigants. The Comimatigves that the Properties are currently in dampe with all such regulatory
requirements. However, there can be no assuraatéhise requirements will not be changed or teat requirements will not be imposed
which would require significant unanticipated exgitures by the Company and could have an advefsetein the Company's cash flow and
expected distributions.

EXISTING DEBT MATURITIES, BALLOON PAYMENTS AND RERNANCING RISKS. The Company is subject to the risksmally
associated with debt financing, including the tis&t the Company's cash flow will be insufficientheet required payments of principal and
interest. Because the Company anticipates thatasmall portion of the principal of the Companyigrtgage indebtedness will be repaid
prior to maturity, it will be necessary for the Cpamy to refinance debt. Accordingly, there is & tisat existing indebtedness on the
Properties will not be able to be refinanced ot tha terms of such refinancing will not be as fae as the terms of the existing
indebtedness.

RISK OF RISING INTEREST RATES. The Company incuresl expects in the future to incur floating ratgebtedness in connection with
the acquisition and development of properties, el as for other purposes. In addition, additiandebtedness that the Company incurs u
the Company's existing revolving credit facilitgalbears interest at a floating rate. Accordingigreases in interest rates would increase the
Company's interest costs (to the extent that tag¢ee indebtedness was not protected by the Congpantgrest rate protection arrangements).

RISK OF DEVELOPMENT, CONSTRUCTION AND ACQUISITION ACTIVITIES

The Company intends to actively continue develograed construction of office and industrial propest including development on the
Development Land. Risks associated with the Compatgvelopment and construction activities, inalgdactivities relating to the
Development Land, may include:

abandonment of development opportunities; constmictosts of a property exceeding original estimab@ssibly making the property
uneconomical; occupancy rates and rents at a newhpleted property may not be sufficient to maleegfoperty profitable; financing may
not be available on favorable terms for developnoéiat property; and construction and lease-up nuypa completed on schedule, resulting
in increased debt service expense and construobists. In addition, new development activitiesardtess of whether or not they are
ultimately successful, typically require a subgtrgortion of management's time and attention. éd@ment activities are also subject to
risks relating to the inability to obtain, or detaip obtaining, all necessary zoning, land-usdding, occupancy, and other required
governmental permits and authorizations.

The Company intends to actively continue to acqoifiee and industrial properties. Acquisitionsasfice and industrial properties entail ri
that investments will fail to perform in accordamneih expectations. Estimates of the costs of impnoents to bring an acquired property up
to standards established for the market positiamited for that property may prove inaccurate ddiitéon, there are general investment risks
associated with any new real estate investment.

Although the Company has historically limited itsvélopment, acquisition, management and leasinigpéss primarily to markets with whi
management is familiar, the Company has expanddiuginess to new geographic markets. Managembewd®that much of its past
success has been a result of its local expertlse. T



Company may not initially possess the same levé&miliarity with new markets, which could advessaffect its ability to develop, acquire,
manage or lease properties in any new localities.

CONFLICTSOF INTERESTSIN 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 mamefng of any of the Properties and, thereforeh $wlders, including certain of the
Company's officers and directors, and the Compaay have different objectives regarding the appadprpricing and timing of any sale or
refinancing of such Properties. Although the Conypas the sole general partner of the OperatintnBi@hip, has the exclusive authority as
to whether and on what terms to sell or refinancendividual Property, those members of the Com{samanagement and Board of Direct
of the Company who hold Units may influence the @any not to sell or refinance the Properties ehiengh such sale might otherwise be
financially advantageous to the Company, or malpérfce the Company to refinance Properties witlgh level of debt.

POLICIES WITH RESPECT TO CONFLICTS OF INTERESTSeT@ompany has adopted certain policies relatirgptdlicts 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 maatarilght fail to reflect fully the interests of aliockholders.

DEPENDENCE ON DISTRIBUTIONS FROM OPERATING PARTNERSHIP IN ORDER TO QUALIFY ASA REIT

To obtain the favorable tax treatment associatéd REITs, the Company generally will be requiredregear to distribute to its stockholders
at least 95% of its net taxable income. Becaus€timapany conducts substantially all of its busireggvities through the Operating
Partnership, the ability of the Company to makéehgtistributions is dependent upon the receipt sffritiutions or other payments from the
Operating Partnership.

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 fordhsts 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 liabiliihout regard to whether the owner or operat@vkiof, or was responsible for, the
presence of such hazardous or toxic substancegrélence of such substances, or the failure tediie such substances properly, may
adversely affect the owner's or operator's ahititgell or rent such property or to borrow usingtsproperty as collateral. Persons who
arrange for the disposal or treatment of hazardotsxic substances may also be liable for thescoktemoval or remediation of such
substances at a disposal or treatment facility tidreor not such facility is owned or operated bgtsperson. Certain environmental laws
impose liability for release of asbestusataining materials ("ACM") into the air, and thiparties may seek recovery from owners or opes
of real property for personal injuries associatéith W CM. In connection with its ownership and op@ya of its properties, the Company may
be potentially liable for these costs. In additithre presence of hazardous or toxic substancesitg adjacent to or in the vicinity of a
property could require the property owner to pgséte in remediation activities in certain casesauld have an adverse effect on the valt
such property.

As of December 31, 1996, substantially all of thepRrties had been subjected to a Phase | envimairesssessment. These assessments
not revealed, nor is management of the Companyeawafaany environmental liability that it believesuld have a material adverse effect on
the Company's results of operations, liquidityinafcial position taken as a whole, nor is the Canypaware of any such material
environmental liability. Nevertheless, it is podsithat the Company's assessments do not reveahatbnmental liabilities or that there are
material environmental liabilities of which the Cpamy is unaware. In addition, assumptions regarttiagexistence and nonexistence of
contamination and groundwater flow are based oilabla sampling data, and there are no assurahaéshe data is reliable in all cases.
Moreover, there can be no assurance that (i) fuguvs,



ordinances or regulations will not impose any niatemvironmental liability or (ii) the current einenmental condition of the Properties will
not be affected by tenants, by the condition ofllanoperations in the vicinity of the Propertisach as the presence of underground storage
tanks), or by third parties unrelated to the Conypan



DESCRIPTION OF CAPITAL STOCK OF THE COMPANY
GENERAL

The authorized capital stock of the Company cossistl 10,000,000 shares of capital stock, $.0vphre, of which 100,000,000 shares are
classified as Common Stock and 10,000,000 shaeedlassified as preferred stock ("Preferred StocKig following description of the terms
and provisions of the shares of capital stock ef@ompany and certain other matters does not puigpbe complete and is subject to and
qualified in its entirety by reference to the apable provisions of Maryland law and the Compandytgles of Incorporation and Bylaws, as
amended.

COMMON STOCK

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

The Common Stock is listed for trading on the Neark/'Stock Exchange (the "NYSE").
SERIESA CUMULATIVE CONVERTIBLE REDEEMABLE PREFERRED STOCK

The Company is authorized to issue 143,750 shdrgsrees A Cumulative Redeemable Preferred Stomkyalue $.01 per share (the
"Preferred Shares"). As of the date of this Progecthere were 125,000 Preferred Shares outsigntie summary of certain terms and
provisions of the Preferred Shares contained hees dot purport to be complete and is subject docaralified in its entirety by reference to
the terms and provisions of the Articles Supplemgntelating to the Preferred Shares.

The Preferred Shares will rank senior to the Com®imtk with respect to payment of dividends andamwupon liquidation, dissolution or
winding up. Dividends on the Preferred Shares aneutative from the date of original issue, Februb2y 1997, and will be payable quarterly
in arrears on the last calendar day (or if suchislaypt a business day, the next business dayattergof each February, May, August and
November, commencing on or about May 31, 1997 atdke of 85/8% of the liquidation preference peruan.

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 capitateshthat 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 otheitgrtr 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.

The Preferred Shares are not redeemable priorttaubey 12, 2027. On and after such date, the Reefe8hares may be redeemed in whole or
in part, at the option of the Company, at a redénptrice of $1,000.00 per share, plus all accraredi unpaid dividends. The Preferred Sh
have no stated maturity and will not be subje@ny sinking fund or mandatory redemption and atecoovertible into any other securities

the Company.



PREFERRED STOCK

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

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

CLASSIFICATION OF BOARD OF DIRECTORS; REMOVAL OF DIRECTORS; OTHER PROVISIONS

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

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

These provisions may make it more difficult andaieonsuming to change majority control of the bazrdirectors of the Company and,
thus, may reduce the vulnerability of the Compamngrt unsolicited proposal for the takeover of tieen@any or the removal of incumbent
management. The Company's officers and directeramd will be indemnified under Maryland law, theiéles of Incorporation of the
Company and the agreement of limited partnershib@Operating Partnership (the "Partnership Agesgih against certain liabilities,
including liabilities under the Securities Act. ¢fiar as indemnification for liabilities arising usicthe Securities Act may be permitted to
directors, officers or persons controlling the Camyp the Company has been informed that in theiapiof the Securities and Exchange
Commission such indemnification is against pubbtiqy as expressed in the Securities Act and issfoee unenforceable.

CERTAIN PROVISIONS AFFECTING CHANGE OF CONTROL

GENERAL. Pursuant to the Company's Articles of hpowation and the Maryland General Corporation I(thve "MGCL"), the Company
cannot merge into or consolidate with another c@tion or enter into a statutory share exchanges#etion in which it is not the surviving
entity or sell all or substantially all of the atssef the Company unless the Board of Directorgtsia resolution declaring the proposed
transaction advisable and a majority of stockhadaantitled to vote thereon (voting together asglsiclass) approve the transaction. In
addition, the Operating Partnership Agreement reguthat any such merger or sale of all or subisignall of the assets of the Operating
Partnership be approved by a majority of the haldéUnits (including Units owned by the Company).

MARYLAND BUSINESS COMBINATION AND CONTROL SHARE STAUTES. The MGCL establishes special requirementis wi
respect to business combinations between Marylarqbcations 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 fichdransactions after the end of the five-yeaiopeThe Company's Articles of
Incorporation contain a provision



exempting the Company from the requirements andigioms of the Maryland business combination s&tlihere can be no assurance that
such provision will not be amended or repealechgtpint in the future.

The MGCL also provides that control shares of ayNéad corporation acquired in a control share agitjah have no voting rights except to
the extent approved by a vote of two-thirds 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 Compastgisk. There can be no assurance that such prowvisll not be amended or repealed, in
whole or in part, at any point in the future.

The Company's Articles of Incorporation (includithg provision exempting the Company from the 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 votoggether as a single cla
The Company's bylaws may be amended by the Bodbireftors 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 shafecapital stock may be owned, directly or indily by five or fewer individuals (define
in the Code to include certain entities) during It half of a taxable year, and such shares beubeneficially owned by 100 or more
persons during at least 335 days of a taxablegfeB2 months or during a proportionate part of artr taxable year. To ensure that the
Company remains a qualified REIT, the Articlesmmfdrporation 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.

If any stockholder purports to transfer shares pemon 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 petsadds shares of capital stock in excess of
the Ownership Limit, such person will be deemetadlul the excess shares in trust for the Compariiynaii receive distributions with respect
to such shares and will not be entitled to votéhsiwares. 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 conpaatith the sale and will receive any
amount of such proceeds that exceeds the amoumipeuson 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-thirdstioe outstanding shares of capital stock entittedote on the matter) determine that it is no
longer in the best interests of the Company toinartto qualify as a REIT.

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

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

REGISTRAR AND TRANSFER AGENT

The Registrar and Transfer Agent for the CommonmriSemd Preferred Shares is First Union NationalkB&harlotte, North Carolina.
REDEMPTION OF UNITS

GENERAL

Each limited partner may, subject to certain litnitas, require that the Operating Partnership nedak or a portion of such partner's Units
beginning one year from the date of issuance biyelahg a notice to the Operating Partnership. Upgsfemption, a limited partner will
receive, at the option of the Company, as genendihpr of the Operating Partnership, either

(i) a number of shares of Common Stock equal tonthmber of Units redeemed or

(i) cash in an amount equal to market value ofrthmber of shares of Common Stock the partner wioale received pursuant to (i) above.
The market value of the Common Stock for this paepwill be equal to the average of the closingitiggrice of the Company's Common
Stock for the 10 trading days before the day orctvithhe redemption notice was received by the Ojpgr&artnership.

In lieu of the Operating Partnership redeeming &Jrike Company, as general partner, in its sot@atisn, has the right to assume directly
and satisfy the redemption right of the limitedtpar. The Company anticipates that it generally @éct to assume directly and satisfy any
redemption right exercised by a limited partneotlgh the issuance of the shares of Common Sto&upnt to this Prospectus, whereupon
the Company will acquire the Units being redeenrediwaill become the owner of the Units. Such an &itjon by the Company will be
treated as a sale of the Units to the CompanyddeFal income tax purposes. See "--Tax Consequehé&sdemption” below. Upon
redemption, such limited partner's right to recalistributions with respect to the Units redeemétagase. However, the limited partner v
then have rights as a stockholder of the Compasm the time of his or her acquisition of CommoncRtancluding the payment of
dividends.

A limited partner must notify the Company, as gehpartner of the Operating Partnership, of suainpés desire to require the Operating
Partnership to redeem Units by sending a noti¢kdrform attached as an exhibit to the Partner&biigement, a copy of which is available
from the Company. A limited partner must requestrédemption of at least 1000 Units (or all of thsts held by such holder, if less). A
redemption generally will occur on the 10th businday after the notice is delivered by the limipedtner, except that no redemption can
occur if the delivery of shares of Common Stock lddae prohibited under the provisions of the Aaibf Incorporation to protect the
Company's qualification as a REIT.

TAX CONSEQUENCES OF REDEMPTION

The following discussion summarizes certain Fede@me tax considerations that may be relevaatlimited partner who exercises his
right to require the redemption of his Units.
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TAX TREATMENT OF REDEMPTION OF UNITS. If a limitegdartner exercises his or her right to require ggemption of Units, the
Partnership Agreement provides that the redemptitirbe treated by the Company, the Operating Rastnip and the redeeming limited
partner, for tax purposes, as a sale of Units. Satthwill be fully taxable to the redeeming linditeartner. Such limited partner generally will
be treated as realizing for tax purposes an amequndl to the sum of either the cash or the valubefCommon Stock received plus the
amount of any Operating Partnership liabilitiegedlble to the redeemed Units at the time of themgdion. The determination of the amount
of gain or loss is discussed more fully below.

If the Company elects not to issue shares of Com@&took in exchange for a limited partner's Unitg] the Operating Partnership or the
Company redeems such Units for cash to effecteaiemption, the tax consequences would be as deddrtihe previous paragraph.
However, if the Operating Partnership redeemsthess all of a limited partner's Units, the limitgdrtner would not be permitted to recogr
any loss occurring on the transaction and wouldgeize taxable gain only to the extent that théncpkis the amount of any Operating
Partnership liabilities allocable to the redeemeits) exceeded the limited partner's adjusted hasi$f of such limited partner's Units
immediately before the redemption. The methodolaggd by the Operating Partnership to allocatéaitslities to its partners will likely rest
in a varying amount of such liabilities being alted to different partners. Under that methodolegyich is based on principals set forth in
Treasury Regulations, it is possible that partmére hold an identical number of Units are allocadéterent amounts of liabilities of the
Operating Partnership for Federal income tax pepos

TAX TREATMENT OF DISPOSITION OF UNITS BY LIMITED PRTNER GENERALLY. If a Unit is redeemed in a maniteat is

treated as a sale of the Unit, or a limited partiberwise disposes of a Unit, the determinatiogash or loss from the sale or other
disposition will be based on the difference betwiéenamount considered realized for tax purposdsfatax basis in such Unit. See "--
BASIS OF UNITS" below. Upon the sale of a Unit, tlaenount realized" will be measured by the sunmhefdash or fair market value of
Common Stock received plus the reduction in thewarhof any Operating Partnership liabilities allbleato the Unit holder. To the extent t
the amount of cash or property received plus tHaaton in the allocable share of any Operatingrieaship liabilities exceeds the limited
partner's basis in his or her interest in the OpegdPartnership, such limited partner will recagngain. It is possible that the amount of gain
recognized or even the tax liability resulting freoch gain could exceed the amount of cash orahewof Common Stock received upon
such disposition.

Except as described below, any gain recognized apsaie or other disposition of Units will be texhiis gain attributable to the sale or
disposition of a capital asset. To the extent, harehat the amount realized upon the sale ofiaafimibutable to a limited partner's share of
"unrealized receivables" of the Operating Partripréds defined in Section 751 of the Code) excéleeldbasis attributable to those assets,
excess will be treated as ordinary income. Unredlizceivables include, to the extent not previpimiluded in Operating Partnership
income, any rights to payment for services renderdd be rendered. Unrealized receivables aldadecamounts that would be subject to
recapture as ordinary income if the Operating Rastrip had sold its assets at their fair markaievak the time of the transfer of a Unit.

BASIS OF UNITS. In general, a limited partner whasadeemed at the time of the transaction in whécbrrshe received Units to have
received his or her Units upon liquidation of atparship had an initial tax basis in the Units ifiéd Basis") equal to his or her basis in the
partnership interest at the time of such liquidati®imilarly, in general, a limited partner whala time of the transaction in which he or she
received Units contributed a partnership intenegbichange for his or her Units had an Initial Basithe Units equal to his or her basis in the
contributed partnership interest. A limited partednitial Basis in his or her Units generally mgtieased by

() such limited partner's share of Operating Raghip taxable and tax-exempt income and (ii) iases in such partner's share of the
liabilities of the Operating Partnership (includiagy increase in his or her share of liabilitieswrdng in connection with the transaction in
which he or she received Units). Generally, suatnea’s basis in his or her Units is decreasedrfbubelow zero) by (A) his or her share of
Operating Partnership distributions, (B) decreaséss or her share of liabilities of the Operatiagrtnership (including any decrease in his or
her share of liabilities of the Operating Partngrgtcurring in connection with the transactiominich he or she received Units), (C) his or
her share of losses of the Operating Partnersidg@nhis or her share of nondeductible expend#tufethe Operating Partnership that are
chargeable to capital account.
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POTENTIAL APPLICATION OF THE DISGUISED SALE REGULADNS TO A REDEMPTION OF UNITS. There is a risk tlaat
redemption of Units issued in a transaction in \gbgra limited partner received Units may causeotiginal transfer of property to the
Operating Partnership in exchange for Units in emtion with such transaction to be treated assgtdsed sale" of property. Section 707 of
the Code and the Treasury Regulations thereuniger'Qisguised Sale Regulations") generally provids, unless one of the prescribed
exceptions is applicable, a partner's contributibproperty to a partnership and a simultaneowsibsequent transfer of money or other
consideration (including the assumption of or tgksibject to a liability) from the partnership e tpartner will be presumed to be a sale, in
whole or in part, of such property by the partrethie partnership. Further, the Disguised Sale Régus provide generally that, in the
absence of an applicable exception, if money ogrotbnsideration is transferred by a partnershigp partner within two years of the partner's
contribution of property, the transactions are pnesd to be a sale of the contributed property sries facts and circumstances clearly
establish that the transfers do not constitutdea $he Disguised Sale Regulations also provideithao years have passed between the
transfer of money or other consideration and therdmution of property, the transactions will beegpamed not to be a sale unless the facts an
circumstances clearly establish that the transfenstitute a sale.

Accordingly, if a Unit is redeemed, the InternaM@eue Service could contend that the Disguised Begrilations apply because the limited
partner will thus receive cash or shares of Com@imek subsequent to his previous contribution opprty to the Operating Partnership. In
that event, the IRS could contend that any of thestactions whereby limited partners received Unftch may be redeemed for shares of
Common Stock which may be sold hereby were taxable disguised sale under the Disguised Sale RemgdaAny gain recognized thereby
may be eligible for installment reporting under 8@t 453 of the Code, subject to certain limitaton

COMPARISON OF OWNERSHIP OF UNITSAND SHARES OF COMMON STOCK

Generally, the nature of any investment in shafé&ommon Stock of the Company is substantially eajeint economically to an investment
in Units in the Operating Partnership. A holdeaathare of Common Stock receives the same distibttiat a holder of a Unit receives, and
stockholders and Unit holders generally shareéritks and rewards of ownership in the enterfgrédeg conducted by the Company
(through the Operating Partnership). However, tlaeesome differences between ownership of Unisoavmership of Common Stock, some
of which may be material to investors.

The information below highlights a number of thgrsficant differences between the Operating Pastriprand the Company relating to,
among other things, form of organization, permiitecestments, policies and restrictions, managersteatture, compensation and fees,
investor rights and Federal income taxation andpares certain legal rights associated with the osimp of Units and Common Stock.
These comparisons are intended to assist limitedgra of the Operating Partnership in understantow their investment will be change:
their Units are redeemed for Common Stock. Thisudision is summary in nature and does not corestitwomplete discussion of these
matters, and holders of Units should carefully eewthe balance of this Prospectus and the Regdstra&tatement of which this Prospectus is
a part for additional important information abou¢ tCompany.

FORM OF ORGANIZATION AND ASSETS OWNED. The Operdifartnership is organized as a North Carolinanpsaship. All of the
Company's operations are conducted through theafipgrPartnership, except that the Eakin & Smithkbrage and third-party property
management operations are conducted at the Contgagly

The Company is a Maryland corporation. The Comgaas/elected to be taxed as a REIT under the Callengends to maintain its
qualification as a REIT. The Company's intereghim Operating Partnership, which gives the Comamindirect investment in the
properties and other assets owned by the Oper@atirtgership, is its only material asset (other thanEakin & Smith third-party brokerage
and property management business).

LENGTH OF INVESTMENT. The Operating Partnership bastated termination dated of December 31, 20g®ywgh it may be terminated
earlier under certain circumstances. The Compasyalzerpetual term and intends to continue itsatjoers for an indefinite time period.
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PURPOSE AND PERMITTED INVESTMENTS. The purposeltd Operating Partnership includes the conduct phaisiness that may be
lawfully conducted by a limited partnership formauter North Carolina law, except that the Partripr8igreement requires the business of
the Operating Partnership to be conducted in sunhraer that will permit the Company to be classdifas a REIT for Federal income tax
purposes. The Operating Partnership may, subjabetéoregoing limitation, invest or enter into fmaarships, joint ventures or similar
arrangements and may own interests in any othéyent

Under its Articles of Incorporation, the Companyyneagage in any lawful activity permitted under Wand law. Under the Partnership
Agreement, however, the Company may not conducbasiness other than the business of the OperRanmership and cannot own any
assets other than its interest in the OperatinghBeship and such bank accounts or similar instnisnas are necessary to carry out its
responsibilities under the Partnership Agreemeiitsarganizational documents, except that then@eship Agreement allows for the direct
ownership of (i) the Eakin & Smith third-party bness and (ii) a .01% economic interest in certaipérties, consisting mainly of certain
Properties acquired in the Company's merger witickar Realty Trust, Inc.

ADDITIONAL EQUITY. The Operating Partnership is &otized to issue Units and other partnership istsrto the partners or to other
persons for such consideration and on such terchg@mditions as the Company, in its sole discretivay deem appropriate. In addition, the
Company may cause the Operating Partnership te isstihe Company additional Units or other partmigriterests in different series or
classes which may be senior to the Units in corfjanavith the offering of securities of the Compamving substantially similar rights, in
which the proceeds thereof are contributed to ther@ting Partnership. No limited partner has amgpiptive, preferential or similar rights
with respect to additional capital contributiongtie Operating Partnership or the issuance orafaday interests therein.

The Board of Directors of the Company may issudsidiscretion, additional equity securities catisig of Common Stock or Preferred
Stock; provided, however, that the total numbeshaires issued does not exceed the authorized narhéleaires of capital stock set forth in
the Company's Articles of Incorporation. As longlas Operating Partnership is in existence, thegeds (or a portion thereof) of all equity
capital raised by the Company will be contributedhte Operating Partnership in exchange for Unitstloer interests in the Operating
Partnership, provided that the General Partneriiboition will be deemed to be an amount equah#net proceeds of any such offering
any underwriter's discount or other expenses ieclim connection with such issuance.

BORROWING POLICIES. The Company as general pattasrfull power and authority to borrow money ondiebf the Operating
Partnership. The Company (as general partner)ugffiriés Board of Directors, has adopted a poli@t tlurrently limits total borrowing to
50% of the total market capitalization of the Compand the Operating Partnership, but this polieyne altered at any time by the Boar
Directors. The foregoing reflects the Company'segeinpolicy over time and is not intended to opeiata manner that inappropriately
restricts the Company's ability to raise additioregbital, including additional debt, to implemetstplanned growth, to pursue attractive
acquisition opportunities that may arise or to othige act in a manner that the Board of Directaiéees to be in the best interests of the
Company and its stockholders. The Board of Dire;taiith the assistance of management of the Comaay reevaluate from time to time
its debt and other capitalization policies in ligfithen current economic conditions, including tekative costs of debt and equity capital, the
market value of its properties, growth and acgisibpportunities, the market value of its equiggurities in relation to the Company's view
of the market value of its properties, and othetdes, and may modify its debt policy. Such modifion may include increasing or decrea:
its general ratio of debt to total market capitatiian or substituting another measuring standard.

The Company is not restricted under its governirsgruments from incurring borrowings.

OTHER INVESTMENT RESTRICTIONS. Other than restricts precluding investments by the Operating Pastigithat would adversely
affect the qualification of the Company as a REREre are no restrictions on the Operating Parti@ssauthority to enter into certain
transactions, including, among others, making itmests, lending Operating Partnership funds, awesting the Operating Partnership's
cash flow and net sale or refinancing proceeds.
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Neither the Company's Articles of Incorporation itertbylaws impose any restrictions upon the tygfidavestments made by the Comp:
except that under the Articles of Incorporatiore Board of Directors is prohibited from taking amgtion that would terminate the Company's
REIT status, unless a majority of the stockholdets to terminate such REIT status.

MANAGEMENT CONTROL. All management powers over thesiness and affairs of the Operating Partnergsigizvested in the general
partner of the Operating Partnership, and no lidngartner of the Operating Partnership has any t@participate in or exercise control or
management power over the business and affaiteedperating Partnership. The general partner maperremoved by the limited partners
for any reason.

The Board of Directors has exclusive control oher Company's business and affairs subject onlydadstrictions in the Articles of
Incorporation, the bylaws and the Partnership Aagweg. The Board of Directors is classified intcethclasses of directors. At each annual
meeting of the stockholders, the successors aflfes of directors whose terms expire at that meetill be elected. The policies adopted by
the Board of Directors may be altered or eliminatgttiout advice of the stockholders. Accordinglycept for their vote in the elections of
directors, stockholders have no control over thignary business policy of the Company.

FIDUCIARY DUTIES. Under North Carolina law, the gaal partner of the Operating Partnership is actzdla to the Operating Partnership
as a fiduciary and, consequently, is required &r@ge good faith in all of its dealings with resp partnership affairs. However, under the
Partnership Agreement, the general partner is umal@bligation to take into account the tax conseges to any partner of any action taken
by it. The general partner will have no liabilitya limited partner as a result of any liabilitemsdamages incurred or suffered by, or benefits
not derived by, a limited partner as a result of action or inaction of the general partner so laadhe general partner acted in good faith.

Under Maryland law, the directors must perform tlaeities in good faith, in a manner that they baito be in the best interests of the
Company and with the care an ordinarily prudensgemvould exercise under similar circumstancesdars of the Company who act in
such a manner generally will not be liable to tlempany for monetary damages arising from theivais.

MANAGEMENT LIABILITY AND INDEMNIFICATION. The Partnership Agreement generally provides that the gémaraner will incur

no liability to the Operating Partnership or amgited partner for losses sustained or liabilitiesurred as a result of errors in judgment or of
any act or omission if the general partner actegbiod faith. In addition, the general partner is nesponsible for any misconduct or
negligence on the part of its agents provided #reegal partner appointed such agents in good fBiite.general partner may consult with l¢
counsel, accountants, appraisers, management tamtsyinvestment bankers and other consultantadwidors. Any action the general
partner takes or omits to take in reliance uporofiaion of such persons, as to matters which #real partner reasonably believes to be
within their professional or expert competence]ldi@mconclusively presumed to have been done attednin good faith and in accordance
with such opinion. The Partnership Agreement atswides for indemnification of the general partrteg directors and officers of the general
partner, and such other persons as the generakpanay from time to time designate, against amyahlosses, claims, damages, liabilities,
expenses, judgments, fines, settlements and otheuras arising from any and all claims, demandsso@as, suits or proceedings that relate to
the operations of the Operating Partnership in iwkiech person may be involved, or is threatendxd timvolved, to the fullest extent
permitted under North Carolina law.

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

(i) it is proved that the person actually receiaedmproper benefit or profit in money, propertyservices or (ii) a judgment or other final
adjudication is entered in a proceeding basedfordang that the person's action, or failure to, as the result of active and deliberate
dishonesty and was material to the cause of aatijudicated in the proceeding. This charter provigloes not limit or eliminate the rights of
the Company or any stockholder to seek non-monegdisf such as an injunction or rescission inglkient of a breach of a director's duty of
care. Insofar as indemnification for liabilitiessing under the Securities Act may be permitteditectors, officers or persons controlling the
Company pursuant to the foregoing provisions, the
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Company has been informed that in the opinion ef3kcurities and Exchange Commission such inderatiiin is against public policy as
expressed in the Securities Act and is therefoemfarceable.

ANTI-TAKEOVER PROVISIONS. Except in limited circurtences, the general partner of the Operating Ratipehas exclusive
management power over the business and affaiteedDperating Partnership. The general partner maaperremoved by the limited partners
with or without cause. Under the Partnership Agreeinthe general partner may, in its sole discrefioavent a limited partner from
transferring his interest or any rights as a liship@rtner except in certain limited circumstandése general partner may exercise this right of
approval to deter, delay or hamper attempts byopsrto acquire an interest in the Operating Pastrer

The Articles of Incorporation and bylaws of the Guany contain a number of provisions that may hheeeffect of delaying or discouraging
an unsolicited proposal for the acquisition of @@mpany or the removal of incumbent management!'Bis& Factors -- Limits on Changes
in Control."

VOTING RIGHTS. Under the Partnership Agreement,limited partners generally do not have voting tigtelating to the operation and
management of the Operating Partnership. Limitethpes do have the right to vote on certain amemdsi® the Partnership Agreement.
ownership of Units does not entitle the holder ¢loéto vote on any matter to be voted upon by tbekbiolders of the Company.

Stockholders of the Company have the right to woteamong other things, a merger or sale of alutastantially all of the assets of the
Company, amendments to the Articles of Incorpomaté@rtain amendments to the bylaws and dissolatidghe Company. The Company is
managed and controlled by a Board of Directors isting of three classes having staggered term#ficEoEach class is to be elected by the
stockholders at annual meetings of the Companysidres of Common Stock have one vote, and theléstof Incorporation permit the
Board of Directors to classify and issue Prefe@&atk in one or more series having voting powerciwimay differ from that of the Common
Stock.

AMENDMENT OF THE PARTNERSHIP AGREEMENT OR THE ARTLES OF INCORPORATION. Amendments to the Partnership
Agreement may be proposed by the general partrigy any limited partners holding 10 percent or maréhe Partnership interests. Appro
of such an amendment requires the vote of the gepartner and the holders of a majority of thetflrincluding those Units held by the
general partner. Certain amendments may be appswlely by the general partner, such as, among ttiregs, amendments that would add
to the obligations of the general partner, refthetadmission, substitution, termination or withvdahof partners, or satisfy any legal
requirements. Certain amendments that affect théanental rights of a limited partner must be appddoy each affected limited partner.

The Company's Articles of Incorporation may noebsended without the affirmative vote of at leastaority of the shares of capital stock
outstanding and entitled to vote thereon votingetbgr as a single class, provided that certainigians of the Articles of Incorporation may
not be amended without the approval of the holdéte/o-thirds of the shares of capital stock of @@mpany outstanding and entitled to vote
thereon voting together as a single class. The @Goyip bylaws may be amended by the Board of Direaina majority of the shares cast of
capital stock entitled to vote thereupon at a awalystituted meeting of stockholders.

VOTE REQUIRED TO DISSOLVE THE OPERATING PARTNERSH®R THE COMPANY. Under North Carolina law, the Ogtang
Partnership may be dissolved, other than in acomelavith the terms of the Partnership Agreemeny;, opon the unanimous vote of the
limited partners.

Under Maryland law, the Company may be dissolvei)he affirmative vote of a majority of the eriBoard of Directors declaring such
dissolution to be advisable and directing thatgreposed dissolution be submitted for consideragioan annual or special meeting of
stockholders, and (ii) upon proper notice, stockeohpproval by the affirmative vote of the holdefs majority of the total number of sha
of Stock outstanding and entitled to vote thereaoting as a single class.

VOTE REQUIRED TO SELL ASSETS OR MERGE. Under thetRership Agreement, the sale, exchange, transfether disposition of all
or substantially all of the Operating Partnershggsets or the merger or consolidation of the
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Operating Partnership requires the consent of émeigl partner and holders of a majority of thestauriding Units (including Units held by
general partner).

Under the MGCL, a corporation generally cannot selistantially all of its assets or merge withdwat approval of the holders of tvtbirds of
the shares entitled to vote on the matter unldssser percentage is set forth in the corporatrester. The Company's charter contains such
a provision and provides that such actions maykert if approved by a majority of the shares ontiitey and entitled to vote thereon. The
MGCL establishes special requirements with respedtusiness combinations” between Maryland corpama and "interested stockholders"
unless exemptions are applicable. Among other #itige law prohibits for a period of five years arger and other specified or similar
transactions between a company and an interestekhstider and requires a supermajority vote fohduansactions after the end of the five-
year period. The Company's Articles of Incorponationtain a provision exempting the Company fromréiguirements and provisions of
Maryland business combination statute. There camtassurance that such charter provisions wilbecdmended at any point in the future.

COMPENSATION, FEES AND DISTRIBUTIONS. The generalrmer does not receive any compensation for itscss as general partner
of the Operating Partnership. As a partner in therating Partnership, however, the general pahasithe same right to allocations and
distributions as other partners of the Operatingri@éaship. In addition, the Operating Partnerskimburses the general partner for
substantially all expenses incurred relating todhgoing operation of the Company and any offeahgartnership interests in the Operating
Partnership or capital stock of the Company.

The directors and officers of the Company recetmpensation for their services.

LIABILITY OF INVESTORS. Under the Partnership Agraent and applicable North Carolina law, the liapibf the limited partners for the
Operating Partnership's debts and obligationsnigeigdly limited to the amount of their investmemtie Operating Partnership.

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

NATURE OF INVESTMENT. The Units constitute equitytérests entitling each limited partner to a pta share of cash distributions me
to the limited partners of the Operating Partngrshihe Operating Partnership generally intendetaim and reinvest proceeds of the sale of
property or excess refinancing proceeds in itsrimss.

The shares of Common Stock constitute equity isteri@ the Company. The Company is entitled toiveciés pro rata share of distributions
made by the Operating Partnership with respedigdnits, and each stockholder will be entitlethi®opro rata share of any dividends or
distributions paid with respect to the Common Stddie dividends payable to the stockholders ardixed in amount and are only paid if,
when and as declared by the Board of Directorerdier to qualify as a REIT, the Company must disitie 95% of its taxable income
(excluding capital gains), and any taxable incomeli{ding capital gains) not distributed will bebgect to corporate income tax.

POTENTIAL DILUTION OF RIGHTS. The general partndrtbe Operating Partnership is authorized, indlg sliscretion and without
limited partner approval, to cause the Operatingneeship to issue additional limited partnersiteiests and other equity securities for any
partnership purpose at any time to the limitedrpag or to other persons on terms establishedebgeheral partner.

The Board of Directors of the Company may issudsidiscretion, additional shares of Common Staxc#t have the authority to issue from
the authorized capital stock a variety of otherigggecurities of the Company with such powersfgmences and rights as the Board of
Directors may designate at the time. The issuaheéditional shares of either Common Stock or ottierilar equity securities may result in
the dilution of the interests of the stockholders.

LIQUIDITY. The limited partners generally may trdesall or a portion of their interests in the Ogitang Partnership to a transferee, subject
to the one-year lock-up provisions and certaintitions imposed by federal and
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state securities laws. No transferee, however,beiladmitted to the Operating Partnership as ditutiedimited partner having the rights of a
limited partner without the consent of the Compaayhe general partner and provided that certhier@onditions are met, including an
agreement to be bound by the terms and conditibttedPartnership Agreement.

Upon the effectiveness of the Registration Statérmewhich this Prospectus is a part, the Redemp@ibares, Eakin & Smith Shares and
Registered Shares will be freely transferable gstered securities under the Securities Act. Tam@on Stock is listed on the NYSE. The
breadth and strength of this market will dependpagnother things, upon the number of shares oustgnthe Company's financial results
and prospects, the general interest in the Compamgl other real estate investments and the Conspadinidend yield compared to that of
other debt and equity securities.
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FEDERAL INCOME TAX CONSIDERATIONS

In the opinion of Smith Helms Mulliss & Moore, LR., tax counsel to the Company, commencing withhmpany's first taxable year en
December 31, 1994, the Company has been orgamzamhformity with the requirements for qualificatias a "real estate investment trust”
under the Code, and its method of operation wiitea it to continue to meet the requirements falifjoation and taxation as a "real estate
investment trust" under the Code, provided thatGbmpany operated and continues to operate in éacoe with various assumptions and
factual representations made by the Company coimggits business, properties and operations. Noerasse can be given, however, that
such requirements have been or will continue tmbe Such qualification depends upon the Compdraweg met and continuing to meet
various requirements imposed under the Code thraagfal operating results. Smith Helms Mulliss &de, L.L.P. has relied on the
Company's representations regarding its operatindshas not and will not review these operatingltesAccordingly, no assurance can be
given that actual operating results will meet thespiirements.

The Company believes it has operated, and the Cayripgends to continue to operate, in such mansé¢o gualify as a REIT under the
Code, but no assurance can be given that it wéllaimes so qualify.

The provisions of the Code pertaining to REITstaghly technical and complex. The following is delbiand general summary of certain
provisions that currently govern the Federal incametreatment of the Company and its stockholdessthe particular provisions that
govern the Federal income tax treatment of the Gapand its stockholders, reference is made td@mc856 through 860 of the Code and
the regulations thereunder. The following summargualified in its entirety by such reference.

Under the Code, if certain requirements are mattexable year, a REIT generally will not be subjed=ederal income tax with respect to
income that it distributes to its stockholderghé Company fails to qualify during any taxableryaga REIT, unless certain relief provisions
are available, it will be subject to tax (includiagy applicable alternative minimum tax) on itsaabe income at regular corporate rates, w
could have a material adverse effect upon its stoicers.

In any year in which the Company qualifies to beethas a REIT, distributions made to its stockhalaeit of current or accumulated earni
and profits will be taxed to stockholders as ordiriacome except that distributions of net capiains designated by the Company as capital
gain dividends will be taxed as long-term capit@hgncome to the stockholders. To the extentdisitibutions exceed current or
accumulated earnings and profits, they will coogtita return of capital, rather than dividend gited gain income, and will reduce the basis
for the stockholder's Common Stock with respeatitich the distribution is paid or, to the exterdttthey exceed such basis, will be taxed in
the same manner as gain from the sale of those @onStock.

Investors are urged to consult their own tax adsisdgth respect to the appropriateness of an invest in the Common Shares offered hel
and with respect to the tax consequences arisidgrurderal law and the laws of any state, muniitipar other taxing jurisdiction, includin
tax consequences resulting from such investor'stawcharacteristics. In particular, foreign inwgstshould consult their own tax advisors
concerning the tax consequences of an investmehei€ompany, including the possibility of Unitetit®s income tax withholding on
Company distributions.
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REGISTRATION RIGHTS

The Company has filed the Registration Statementhac¢h this Prospectus is a part pursuant to itgations under the Registration Rights
Agreements executed in conjunction with the actjaisiof certain properties. Under the Registrafights Agreements, the Company is
obligated to use its reasonable efforts to keepribgistration Statement continuously effectivedqreriod expiring on the date on which al
the Common Stock covered by the Registration Riglgteements has been sold pursuant to the Redgpsti@tatement or Rule 144 of the
Securities Act. Any shares that have been soldyauntsto the Registration Rights Agreements, or lseen otherwise transferred and new
certificates for them have been issued withoutlleggtriction on further transfer of such share, wo longer be entitled to the benefits of the
Registration Rights Agreements.

The Resale Shares may not be resold pursuant Rabistration Statement unless Selling Stockholdetkeir assignees (each, a "Holder")
first give notice to the Company of their intentimndispose of the Resale Shares and have recedtee from the Company that the
Registration Statement and any amendments thereteffective. After 60 days from receipt of suchic®from the Company, Holders must
once again give notice to the Company prior to mgkiffers or sales under the Registration Statement

Pursuant to the Registration Rights AgreementsCthapany has agreed to pay all expenses in coonegtth the registration of the Resale
Shares (other than underwriting discounts and casioms, fees and disbursements of counsel repiegehé Holders, and transfer taxes, if
any). The Company has also agreed to indemnify Bladther and its officers and directors and any ger#f any, who controls any Holder
against certain losses, claims, damages and exparisag from any untrue statement or allegedugnstatement or omission or alleged
omission, provided that such statement or omiss&mot be traced back to the Holder. In additiacheHolder has agreed to indemnify the
Company and other Holders, and each of their réisjpedirectors and officers, to the same exterdissussed above. However such
indemnification shall be provided only for any Ipskim, damage or expense arising out of writtdarmation furnished to the Company by
such Holder expressly for use in the Registratitateé®nent or Prospectus, or any amendment or suppletmereto.
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SELLING STOCKHOLDERS

The Resale Shares offered by this Prospectus majfdred from time to time by the Selling Stockheaislnamed below. The following table
provides the name of each Selling Stockholder kachtimber of shares of Common Stock beneficiallpenvand offered hereby by each
Selling Stockholder. The number of shares of Com®imtk provided in the following table includestfie number of shares that may be
acquired by each Selling Stockholder upon redempifdJnits or exercise of warrants, (i) Earnoua8#s that may be issued to Selling
Stockholders pursuant to certain contractual obbga and (iii) the number of shares of Common sthe Selling Stockholders have the
right to acquire within 60 days from the date a$ tAhrospectus upon exercise of options. Since ¢flm@ Stockholders may sell all, some or
none of their Resale Shares, no estimate can be ofalle percentage of shares of Common Stockoeitbwned by each Selling Stockholder
upon completion of the offering to which this Presfus relates.

The Resale Shares offered by this Prospectus maffdred from time to time by the Selling Stockhedsl name below:

NUMBER OF SHARES PERCENT OF NUMBER OF SHAR ES

NAME B ENEFICIALLY OWNED(1) SHARES(2) OFFERED HEREB Y (1)
ADG Interests, Inc. 26,892 * 26,892
Alfus Family Limited Partnership 47,661 * 47,661
Gene Anderson(3) 549,887(4) 1.5% 359,651
Anderson Properties, Inc. 190,226 * 190,226
David Arenstein 4,393 * 4,393

ASP Partners(5) 5,060 * 5,060
Bennie Auerbach 32,486 * 32,486
Hyman Auerbach 46,759 * 46,759
Leon Auerbach 32,828 * 32,828
James W. Ayers 241,178 * 241,178
Bennett Family Revocable Trust 2,092 * 2,092

Paul S. Bennett Family Trust 1,712 * 1,712

CMS Oakbrook Summit, L.P. 121 * 121

CMS Operating Real Estate Properties Il, L.P. 23,949 * 23,949
Century Center Group 1,649,789 4.4% 1,649,789
The Condon Family Trust 7,811 * 7,811

John W. Eakin(3) 441,281(6) 1.2% 395,880 (6)
J. Roger Edwards, Jr. 11,704 * 11,704
Terry Jay Feldman 2,308 * 2,308

G&R Investment Associates, LLC 102,651 * 102,651
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Norman Goldbach

Theresa Goldbach Testamentary Trust
Jan and Patricia Goldberg
Robert Goldman

David L. Gordon

Sidney J. Gunst, Jr.

Edward W. and Kathleen Hayes
Innsbrook Corporation
Innsbrook North Associates
Ted B. Jacobson

Jerome Janger

Linda Janger

Crawley F. Joyner

Parke D. Joyner

Susan Kellett

L.B.M. Family Limited Partnership
Alice Victoria M. Langley
Eugene Martin Langley, Jr.
Arthur Laub

Deborah Laub

Marmor Living Trust

Meyer Capital, L.P.

The Nussbaum Family Trust

Patewood Associates Limited Partnership

Peter Family Revocable Trust
Brian W. Reames(7)

John E. Reece(9)

SECC Partners

SJ Company(12)

NUMBER OF SHARES
ENEFICIALLY OWNED(1)

PERCENT OF  NUMBER OF SHARES
SHARES(2)  OFFERED HE REBY (1)

8,777
258
1,255
22,887
1,046
5,858
1,535
10,159
29,801
8,554
8,623
4,394
5,858
5,858
1,265
40,683
27,122
16,196
9,035
1,046
26,820
47,661
856
18,982
5,897
210,154(8)
72,251(10)
210,011
23,466
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8,777
258
1,255
22,887
1,046
5,858
1,535
10,159
29,801
8,554
8,623
4,394
5,858
5,858
1,265
40,683
27,122
16,196
9,035
1,046
25,108
47,661
856
18,982
5,897
210,154 (8)
30,000 (11)
5,060
23,466



NUMBER OF SHARES = PERCENT OF NUMBER OF S HARES

NAME B ENEFICIALLY OWNED(1) SHARES(2) OFFERED HER EBY (1)
E. Samuel Simpson 2,635 * 2,635

Judy Sirody 856 * 856

Smith Realty Interests, L.P.(7) 26,178 * 26,178

David Smith 1,265 * 1,265

Margaret Smith 1,265 * 1,265

Robert E. Smith 1,265 * 1,265

Thomas S. Smith(7) 441,280(13) 1.2% 415,102 (13)
Henry K. Solomon RKS Trust 4,850 * 4,850

Henry F. Stern 7,323 * 7,323

The Audri May Tendler Trust 2,929 * 2,929

Stanley and Audri Tendler Family Trust 7,811 * 7,811

Three Star, L.P.(7) 45,401 * 45,401

John L. Turner(3) 450,791(14) 1.2% 35,000 (11)
Harrison A. Underwood, IlI 2,635 * 2,635

Kenneth M. Weiss 223 * 223

Roderick T. White 10,916 * 10,916

Trust FBO Grant L. Wilson 1,033 * 1,033

Dated Aug 2, 1976

Trust FBO Grant L. Wilson 1,240 * 1,240

Dated Dec 17, 1984

Trust FBO Kirsten Wilson 1,033 * 1,033

Dated Aug 2, 1976

Trust FBO Kirsten Wilson 1,240 * 1,240

Dated Dec 17, 1984

Trust FBO Sara Wilson 1,033 * 1,033

Dated Oct 13, 1976

Trust FBO Sara Wilson 1,240 * 1,240

Dated Dec 17, 1984

William T. Wilson [11(3) 312,254(15) * 35,000 (12)
TOTAL 5,573,792 4,371,730

* Less than 1%.
(1) Unless otherwise noted, number of shares shiepmesents Restricted Shares that may be issuedragemption of outstanding Units.
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(2) Assumes that all Units held by the Selling tmider are redeemed for shares of Common Stoak iéwet currently redeemable. The
total number of shares outstanding used in calogjghe percentage assumes that none of the Usldsbly other persons are redeemed for
Common Stock.

(3) Director and executive officer.

(4) Includes the shares held by Anderson Propeitiesshown below.

(5) Stephen Timko, who is the general partner ef3klling Stockholder, is a director of the Company

(6) Shares shown include 118,489 Redemption Sha®eB00 Warrant Shares, 201,174 Eakin & Smith Shanel 16,217 Earnout Shares. "
number of shares beneficially owned includes 45M4fits owned by Three Star, L.P., which is a Sgl8tockholder listed below.

(7) The Selling Stockholder's Resale Shares arghbegistered hereby should such stockholder bmedé¢o be an underwriter under Rule
145 of the Securities Act. The Company disclaina the Selling Stockholder is an underwriter.

(8) Shares shown represent 71,458 Redemption Si3r@90 Warrant Shares, 100,588 Eakin & Smith &hand 8,108 Earnout Shares. Mr.
Reames' Redemption Shares and Warrant Sharesiagerégistered hereby should he be deemed to b@derwriter under Rule 145 of the
Securities Act. The Company disclaims that Mr. Reais an underwriter.

(9) Executive officer.

(10) Number of shares beneficially owned includé281 Restricted Shares issuable upon redemptibimité, 30,000 Restricted Shares
issuable upon exercise of warrants and 1,000 sl&i@sstanding Common Stock.

(11) Shares shown represent Restricted Sharedlesupon exercise of outstanding warrants.

(12) O. Temple Sloan, Jr., who is a general padh&J Company, is a director of the Company.

(13) Shares shown include 137,712 Redemption She@e300 Warrant Shares, 201,174 Eakin & Smith &and 16,216 Earnout Shares.
The number of shares beneficially owned included 2% shares owned by Smith Realty Investments, wRich is a Selling Stockholder
listed above. Mr. Smith's Redemption Shares and&dafhares are being registered hereby shoul@ kledmed to be an underwriter under
Rule 145 of the Securities Act. The Company disataihat Mr. Smith is an underwriter.

(14) Number of shares beneficially owned includ&é230 shares currently issuable upon exercise tidrogp35,000 issuable upon exercise of
warrants, 399,541 shares issuable upon redemgpiionits and 5,000 shares of outstanding CommonkStoc

(15) Number of shares beneficially owned includé2%0 shares currently issuable upon exercise tidrgp35,000 issuable upon exercise of
warrants, 258,204 shares issuable upon redemgpiionits and 7,800 shares of outstanding CommonkStoc

PLAN OF DISTRIBUTION

This Prospectus relates to (i) the possible issubgache Company of the Redemption Shares if, arthet extent that the Company elects to
issue such Redemption Shares to the holders of B8is upon the redemption of such Units; (ii) tlesgible issuance by the Company of
Warrant Shares if, and to the extent that, thedrsldf the E&S Warrants exercise such warrants;

(iii) the offer and sale from time to time of Redainn Shares or Warrant Shares by the Affiliateg;the offer and sale from time to time of
the Eakin & Smith Shares by the holders theread; @ the offer and sale from time to time of thesRicted Shares by the holders thereof,
which shares may be issued upon the redemptiomit$ dr the exercise of warrants. The Company égsstered the resale of the Resale
Shares and the issuance of the Redemption Shaté&/amant Shares to permit the holders thereoélicssich shares without restriction on
the open market or otherwise, but registration dmtsiecessarily mean that any such shares wiidaged by the Company or offered or sold
by the Selling Stockholders.

Other than the Units received upon issuance oRédemption Shares, the Company will not receivepangeeds from such issuances. The
Company will receive $28.00 upon the issuance ofi&gdarrant Share. The Company will not receive pnogeeds from the sale of the Re:
Shares by the Selling Stockholders.

The distribution of Resale Shares may be effeatau time to time in one or more underwritten trantigens at a fixed price or prices, which
may be changed, or at market prices prevailingeatime of sale, at prices related to such prex@itharket prices or at negotiated prices. .
such underwritten offering may be on a
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"best efforts” or a "firm commitment" basis. In c@ttion with any such underwritten offering, undetevs or agents may receive
compensation in the form of discounts, concessiwrm®mmissions from the Selling Stockholders onfrourchasers of Resale Shares for
whom they may act as agents. Underwriters mayRasdhle Shares to or through dealers, and suchrsl@ads receive compensation in the
form of discounts, concessions or commissions fiteenunderwriters and/or commissions from the pwelafor whom they may act as
agents.

The Selling Stockholders and any underwriters,efsadr agents that participate in the distributbResale Shares may be deemed to be
"underwriters" within the meaning of the Securitheg, and any profit on the sale of Resale Shayethém and any discounts, commission
concessions received by any such underwritersedeat agents might be deemed to be underwritisgpdints and commissions under the
Securities Act.

At the time a particular offer of Resale Shareméle, a Prospectus Supplement, if required, willibibuted that will set forth the name ¢
names of any underwriters, dealers or agents apndiaoounts, commissions and other terms constgutompensation from the Selling
Stockholders and any other required information.

The sale of the Resale Shares by the Selling Stdd&ts may also be effected from time to time HiirgeResale Shares directly to
purchasers or to or through broker-dealers. In eotion with any such sale, any such broker-dealgr act as agent for the Selling
Stockholders or may purchase from the Selling Stolders all or a portion of the Resale Shares iagipeal, and may be made pursuant to
any of the methods described below. Such salesbmayade on the NYSE or other exchanges on whicémemon Shares are then traded,
in the over-the-counter market, in negotiated @atisns or otherwise at prices and at terms thewgiling or at prices related to the then-
current market prices or at prices otherwise neggudi.

The Resale Shares may also be sold in one or niithe éollowing transactions: (a) block transacidwhich may involve crosses) in whicl
broker-dealer may sell all or a portion of suchrebas agent but may position and resell all artign of the block as principal to facilitate
the transaction; (b) purchases by any such bro&ated as principal and resale by such broker-déadéts own account pursuant to a
Prospectus Supplement; (c) a special offering xahange distribution or a secondary distributiomd@cordance with applicable NYSE or
other stock exchange rules; (d) ordinary broketegygsactions and transactions in which any suckdsrdealer solicits purchasers; (e) sales
"at the market" to or through a market maker oo ent existing trading market, on an exchange aretise, for such shares; and (f) sales in
other ways not involving market makers or estaklistrading markets, including direct sales to pasehs. In effecting sales, broker-dealers
engaged by the Selling Stockholders may arrangetfar broker-dealers to participate. Broker-dealetl receive commissions or other
compensation from the Selling Stockholders in an®tmbe negotiated immediately prior to the shét will not exceed those customary in
the types of transactions involved. Broker-deaheay also receive compensation from purchaserseoRtsale Shares, which is not expected
to exceed that customary in the types of transastiovolved.

In order to comply with the securities laws of eértstates, if applicable, the Resale Shares maploeonly through registered or licensed
brokers or dealers. In addition, in certain stattes Resale Shares may not be sold unless theylde@veregistered or qualified for sale in such
state or an exemption from such registration ofificeion requirement is available and is complieith.

In the event of a "distribution” of the shares, 8edling Stockholders, underwriters or other pessesho are participating in a distribution and
their affiliated purchasers may be subject to Ratiph M under the Federal securities laws, whiclildgrohibit, with certain exceptions, a
such person from bidding for, purchasing or atténgpto induce any person to bid for or purchase,Gompany's Common Stock during a
specified period. In addition, Regulation M alsetriets "stabilizing" for the purpose of pegginixjrig or stabilizing the price of a security in
connection with an offering.

All expenses incident to the offering and the sdithe Resale Shares, other than the fees of cbandeéhe commissions, discounts and fees
of underwriters, broker-dealers or agents, shapldid by the Company. The Company has agreed &nindy the Selling Stockholders
against certain losses, claims, damages and tiabjlincluding liabilities under the SecuritiestABee "Registration Rights."
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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, 1996, and the financial statements witheesf Anderson Properties dated
January 23, 1997 and the financial statementsnegthect to Century Center dated January 9, 19®fpocated herein by reference from the
Company's Current Report on Form 8-K dated Jan®at@97 (as amended on Form 8-K/A dated Februat®97 and March 10, 1997) 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.

LEGAL MATTERS

Certain legal matters have been passed upon f&@dhgany by Smith Helms Mulliss & Moore, L.L.P.,IBgh, North Carolina. In addition,
Smith Helms Mulliss & Moore, L.L.P. has renderezlapinion with respect to certain Federal inconxenatters relating to the Company.
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PART 11
SUPPLEMENTAL INFORMATION
ITEM 14. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

The following table sets forth estimates of theimas expenses to be paid by Highwoods Properties,in connection with the registration of
the Registerable Securities.

Securities and Exchange Commission Registration Fee ... $44,396
Fees and Expenses of Counsel.......cccccceveeeeee. L 15,000
NYSE listing fee......ocovvvvvvvvvvennene. L 3,000
Miscellaneous...........ccocevvviiiiiniiienees L 2,604
TOTALcoiiiiiiiii e $65,000

ITEM 15. INDEMNIFICATION OF DIRECTORSAND OFFICERS

The Company's officers and directors are and wilifdlemnified against certain liabilities in accande with the MGCL, the Articles of
Incorporation and bylaws of the Company and théneeship Agreement. The Articles of Incorporatiequire the Company to indemnify its
directors and officers to the fullest extent petedtfrom time to time by the MGCL. The MGCL permatgorporation to indemnify its
directors and officers, among others, against jugtgs) penalties, fines, settlements and reasoeaplknses actually incurred by them in
connection with any proceeding to which they mayragle a party by reasons of their service in tloosgher capacities unless it is
established that the act or omission of the direztmfficer was material to the matter giving rieehe proceeding and was committed in bad
faith or was the result of active and deliberaghdnesty, or the director or officer actually reeei an improper personal benefit in money,
property or services, or in the case of any criinimaceeding, the director or officer had reasoeaaluse to believe that the act or omission
was unlawful.

The Partnership Agreement also provides for indéoation of the Company and its officers and diogstto the same extent indemnification
is provided to officers and directors of the Compamits Articles of Incorporation and limits thiability of the Company and its officers and
directors to the Operating Partnership and itsngastto the same extent liability of officers amectors of the Company to the Company and
its stockholders is limited under the Company'sches of Incorporation.

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

ITEM 16. EXHIBITS

EXHIBIT NO.
DESCRIPTION

3.1* Amended and Restated Articles of Inco rporation of
Registrant (incorporated by reference to Exhibit 3.1
to Registrant's Form 8-K dated Februa ry 12, 1997)

3.2* Bylaws of Registrant (incorporated by reference to Exhibit 3.2 to Registrant's registrat ion
statement on Form S-11 (File No. 33-7 6952))

5.1 Opinion of Smith Helms Mulliss & Moor e, L.L.P. regarding the legality of the shares of

Common Stock being registered
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8.1 Opinion of Smith Helms Mulliss & Moor e, L.L.P. regarding certain federal tax matters

10.1* Form of Registration Rights and Lock- up Agreement between the Company and the Unit
holders (incorporated by reference to Exhibit 10.2 to Registrant's 10-K for the fiscal y ear
ended December 31, 1996)

23.1* Consent of Smith Helms Mulliss & Moor e, L.L.P. (included as part of Exhibits 5.1 and
8.1)

23.2* Consent of Ernst & Young LLP

24.1* Power of Attorney

* Previously filed.

ITEM 17. UNDERTAKINGS

(a) The undersigned registrant hereby undertakes:

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

(i) To reflect in the prospectus any facts or @sarising after the effective date of the RegtairaStatement (or the most recent post-
effective amendment thereof) which, individuallyiothe aggregate, represent a fundamental chanipe iinformation set forth in the
registration statement; provided, however, thatiangease or decrease in volume of securities edf¢if the total dollar value of securities
offered would not exceed that which was registessu) any deviation from the low or high end of #séimated maximum offering range rr
be reflected in the form of prospectus filed witle Commission pursuant to Rule 424(b) if, in thgragate, the changes in volume and price
represent no more than a 20% change in the maxiaggregate offering price set forth in the "Caldolabf Registration Fee" table in the
effective registration statement; and

(iii) To include any material information with resgt to the plan of distribution not previously dised in the Registration Statement or any
material change to such information in the RedisnaStatement; provided, however, that the uné@erts set forth in paragraphs (i) and (ii)
also shall not apply if the information requiredoincluded in a post-effective amendment by thp@sagraphs is contained in periodic
reports filed by the registrant pursuant to Secti8ror Section 15(d) of the Securities Exchangeokdt934 that are incorporated by reference
in this registration statement.

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

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

(b) The undersigned registrant hereby undertalas fibr purposes of determining any liability undlee Securities Act of 1933, each filing of
the registrant's annual report pursuant to Sedi8fa) or Section 15(d) of the Securities Exchangeof 1934 (and, where applicable, each
filing of an employee benefit plan's annual regantsuant to Section 15(d) of the Securities Excbaket of 1934) that is incorporated by
reference in the registration statement shall leendel to be a new registration statement relatirigesecurities offered therein, and the
offering of such securities at that time shall kerded to be the initial BONA FIDE offering thereof.

28



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

issue.
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&033, the registrant certifies that it has readde grounds to believe that it meets all of
the requirements for filing on Form S-3 and haydalused this registration statement to be sigmeitsdehalf by the undersigned, thereunto
duly authorized, in the City of Raleigh, State afrth Carolina, on April 15, 1997.

HIGHWOODS PROPERTIES, INC.

By: /s/ Ronald P. G bson*
Ronal d P. G bson
Presi dent

Pursuant to the requirements of the SecuritiesoA&B33, this registration statement has been diggehe following persons in the capaci
and on the dates indicated:

Name Title D ate
/sl O. Temple Sloan, Jr. * Chairman of the Board of Directors April 15, 1997
O. Temple Sloan, Jr.

/s/ Ronald P. Gibson * President, Chief Executive Officer and  April 15, 1997
Ronald P. Gibson Director

/s/ William T. Wilson, Il * Executive Vice President and Director April 15, 1997

William T. Wilson, 11l

/sl John L. Turner * Chief Investment Officer and Vice April 15, 1997

John L. Turner Chairman of the Board of Directors

/sl H. Gene Anderson * Senior Vice President and Director April 15, 1997
H. Gene Anderson
/sl John W. Eakin * Senior Vice President and Director April 15, 1997
John W. Eakin
/sl Thomas W. Adler * Director April 15, 1997
Thomas W. Adler
/s/ William E. Graham, Jr. * Director April 15, 1997
William E. Graham, Jr.
/sl L. Glenn Orr, Jr. * Director April 15, 1997

L. Glenn Orr, Jr.



/s/ Willard H. Smith, Jr. *

Willard H. Smith, Jr.

/sl Stephen Timko *

Stephen Timko

/sl Carman J. Liuzzo

Carman J. Liuzzo

Director April 15, 1997
Director April 15, 1997
Vice President, Chief Financial Officer ~ April 15, 1997
and Treasurer (Principal Accounting
Officer)
*By: /sl Carman J. Liuzzo

Carman J. Liuzzo, Attorney-in-fact
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Exhibit 5.1

Highwoods Properties, Inc.
April 15, 1997

Page 1

Smith Helms Mulliss & Moore, L.L.P.
Attorneys at Law
Raleigh, North Carolina

April 15, 1997

Highwoods Properties, Inc.
3100 Smoketree Court

Suite 600

Raleigh, North Carolina 27604

Ladies and Gentlemen:

This opinion is furnished in connection with thgisgration pursuant to the Securities Act of 1988amended (the "Securities Act"), of
4,509,630 shares (the "Shares") of common stockyagdae $.01 per share, of Highwoods Properties, BnMaryland corporation (the
"Company").

In connection with rendering this opinion, we haxamined the Articles of Incorporation and Bylavishe Company, each as amended to
date; such records of the corporate proceedinggeofompany as we deemed material; a registratawersent on Form S-3 under the
Securities Act relating to the Shares (the "Regi&in Statement"), and the prospectus containgédithéhe "Prospectus"), and such other
certificates, receipts, records and documents asonsidered necessary for the purposes of thigarpin

We assume that the issuance, sale and amount Shtmes to be offered from time to time will beydalithorized and determined by proper
action of the Board of Directors of the Companydistent with the procedures and terms describdéiteiiRegistration Statement (each, a
"Board Action") and in accordance with the Compamrticles of Amended and Restated of Articlesrafdrporation, as amended (the
"Articles"), and applicable Maryland law.

This opinion letter is based as to matters of lalelg on the General Corporation Law of the Stdt®aryland and Maryland contract law.
We express no opinion herein as to any other latagytes, regulations, or ordinances.

Based upon, subject to and limited by the foregoivg are of the opinion that, as of the date hemgbén the Registration Statement has
become effective under the Act, upon due authdomdiy Board Action of an issuance of Shares, g@hussuance and delivery of such
Shares against payment therefor in accordancethdtierms of such Board Action, and as contemplbyettie Registration Statement, such
Shares will be validly issued, fully paid and n@sessable.

We assume no obligation to advise you of any chaingéhe foregoing subsequent to the delivery isf dipinion letter. This opinion letter has

been prepared solely for your use in connectioh tie filing of the Registration Statement on thgedf this opinion letter and should not be
quoted in whole or in part or otherwise be refetechor filed with or furnished to any governmeretgency or other person or entity, without
the prior written consent of this firm.

We hereby consent to the filing of this opiniortdetas Exhibit 5.1 to the Registration Statemeanttarthe reference to this firm under the
caption "Legal Matters" in the prospectus constigut part of the Registration Statement. In givimig consent, we do not thereby admit that
we are an "expert" within the meaning of the SemsiAct of 1933, as amended.

Very truly yours,
SMITHHELMSMULLISS& MOORE, L.L.P.

/sl Smith Helms Miulliss & Moore, L.L.P.



Exhibit 8.1

Highwoods Properties, Inc.
April 15, 1997

Page 1

Smith Helms Mulliss & Moore, L.L.P.
Attorneys at Law
Raleigh, North Carolina

April 15, 1997

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

Ladies and Gentlemen:

In connection with the registration statement omi#8-3 (the "Registration Statement") being filgdylou on or about March 28, 1997 with
the Securities and Exchange Commission regardmgetistration of 4,509,630 shares of Common Stwaler the Securities Act of 1933, as
amended, you have requested our opinion concengirigin of the federal income tax consequenceset@bmpany of its election to be taxed
as a real estate investment trust. This opinidraged on various assumptions, and is conditioned aertain representations made by the
Company as to factual matters through a certifiohtn officer of the Company (the "Officer's Céctite"). In addition, this opinion is based
upon the factual representations of the Compangerming its business and properties as set fortherRegistration Statement.

In our capacity as counsel to the Company, we haage such legal and factual examinations and iegiincluding an examination of
originals or copies certified or otherwise idemtifito our satisfaction of such documents, corporaterds and other instruments, as we have
deemed necessary or appropriate for purposessobginion.

In our examinations, we have assumed the authgntitall documents submitted to us as origindls,denuineness of all signatures thereon,
the legal capacity of natural persons executingy slecuments and the conformity to authentic origiteuments of all documents submitted
to us as copie!



Highwoods Properties, Inc.
April 15, 1997

Page 2

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

Based on the facts in the Registration Statemedhttaan Officer's Certificate, it is our opinion that

1. Commencing with the Company's taxable year enBiecember 31, 1994, the Company has been orgainizehformity with the
requirements for qualification as a "real estategtment trust," and its proposed method of opmratis described in the representations of
the Company referred to above, will enable it teettbe requirements for qualification and taxatsra "real estate investment trust" under
the Internal Revenue Code of 1986, as amendedQiee").

2. The Operating Partnership will be treated aartnprship, and not as a corporation or as an a$gwctaxable as a corporation, for federal
income tax purposes.

3. The statements in the Registration Statemeribgatunder the caption "Certain Federal Incomg Tansiderations" to the extent such
information constitutes matters of law, summariekegal matters, or legal conclusions, have begeveed by us and are accurate in all
material respects.

No opinion is expressed as to any matter not désrliberein

This opinion is based on various statutory provisjaegulations promulgated thereunder and intepoas thereof by the Internal Revenue
Service and the courts having jurisdiction overhsmmatters, all of which are subject to change eitinespectively or retroactively. Also, any
variation or difference in the facts from thosefseth in the Registration Statement or the Offie@ertificate may affect the conclusions
stated herein. Moreover, the Company's qualificaéiod taxation as a real estate investment trygrdis upon the Company's ability to meet
(through actual annual operating results, distidvutevels and diversity of stock ownership) theimas qualification tests imposed under the
Code, the results of which have not and will notdgewed by Smith Helms Mulliss & Moore, L.L.P. éardingly, no assurance can be gi
that the actual results of the Company's operdtioany one taxable year will satisfy such requieeis.



Highwoods Properties, Inc.
April 15, 1997

Page 3

This opinion is furnished only to you, and is sglfdr your use in connection with the RegistratBtatement. We hereby consent to the filing
of this opinion as an exhibit to the Registratidat&ment and to the use of our name under theorafitegal Matters" in the Registration
Statement.

Very truly yours,
SMITHHELMSMULLISS& MOORE, L.L.P.

/sl Smith Helms Mulliss & Moore, L.L.P.

End of Filing
meﬂvl':laiﬂi[} -
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